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A NOTE FROM THE CHAIRMAN 
 

Change is in the air at Smithfield, and I am excited to announce that 
Elizabeth J. Poggi is our next Chief Executive Officer and President, replacing 
William H. Morrow and James A. Zern in these respective roles. 
 

I am also pleased to report that Bill and Jim will continue to render their 
valuable and skilled services to our customers who rely so heavily on them.  I cannot 
emphasize enough what Bill and Jim did for Smithfield as our highest officers over 
the years, and their knowledge and wisdom will, fortunately, remain with us. 
 

Joining Smithfield in 2013, Betsy practiced as a trust and estate lawyer 
before that time for nearly ten years, most recently with my former law firm, 
Buchanan Ingersoll.  A 1997 graduate of Wheaton College in Norton, 
Massachusetts, she obtained her law degree from Duquesne University in 2003.  She 
is the current President of the Estate Planning Council of Pittsburgh.  I am confi-
dent that Betsy will take Smithfield to a new and higher level. 
 

Continuing with the theme of change, I wish to report that after 25 years 
we are engaging a new system provider, Infovisa, for our customers, effective July 1, 
2021.  The advanced and modern aspects of the new system will implement many 
improvements and options for our customers.  Inevitably, we will need to adjust to 
the new features of Infovisa’s platform, so please be patient with all of us, especially, 
of course, me. 
 
      —  Bob Kopf 
 
 
 

Smithfield Second Quarter 2021 
 

The combination of massive fiscal stimulus and rapid vaccination has sus-
tained the economy’s booming rebound over the first half of 2021 – with second 
quarter growth expected to top 10%.  Now comes the hard part – because over the 
next several months, fiscal stimulus will be in retreat and the benefits of reopening 
will be largely in the rear-view mirror.  Growth is still expected to be well above 
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trend, but the key economic questions are how much of 
that growth is eroded by inflation and will the post-
COVID economy be able to sustain expansion above the 
previous disappointing 1.8% trend.  Opinions vary 
greatly, but where we have been very bullish on growth, 
we are increasingly concerned that inflation will be more 
of a problem for the economy -- and asset values -- 
because the world’s key economic players have shifted 
away from controlling inflation to greater concern about 
equality. 
 

In the short term, the greatest challenge for the 
economy will be the elimination of excess unemploy-
ment benefits funded by the federal government.  For 
some states these benefits have already been removed, 
and they will disappear for all states in early September.  
These payments account for roughly $430 billion in 
income support – or 2% of US GDP.  Erasing them over 
a three-month period will generate more than a 10% 
annualized drag on personal income growth.  It would 
take over 5 million new full-time jobs to replace the lost 
income, but recent monthly job gains have averaged only 
500,000.  There will be some offset to income loss 
through higher child care payments in July, but then stu-
dent loan deferrals end in September as well.  Fresh stim-
ulus in the form of the infrastructure bill or sustained 
income support passed by reconciliation is also possible.  
The hit to spending should be cushioned by a reduction 
in the savings rate, but it is only running 5% higher than 
pre-COVID and a full U-turn to previous savings behav-
ior is not widely expected.  Despite the stall in consumer 
spending, GDP growth in the third quarter will remain 
very strong as producers rebuild inventories so that sup-
ply catches up to demand.  However, that locomotive 
will lose steam as we move into the fourth quarter and 
beyond – so the outlook remains uncertain depending 
on how businesses, investors and politicians react to so 
large a removal of stimulus. 
 

Our concern about persistently higher inflation 
rates – even if longer run that just means 2.5% instead 
of 2% -- is founded in the observation that controlling 
prices is no longer the primary goal for government or 
for many businesses.  Rather, concerns about climate 
change; diversity, equality and inclusion (DEI); and 
environmental, social and governance (ESG) sensitive 
investment have all gained greater prominence.  This 
shift will directly impact financial investors, because 
inflation has long been used by government to generate 
fresh funds to achieve new goals. Historically, that meant 
raising funds quickly to gear up for war. Now it is being 
used to fund green industrial policies and income redis-
tribution for equality.  Inflation is effectively a tax 
imposed in the form of higher prices for all goods and 
services in general.  Then, markets adjust, with winners 
and losers based on how each good, service or asset reacts 
to price effects on their supply, demand, profit margins 
and yields. Governments try to influence that process 
through incentives and regulations – which most econo-
mists agree raise prices further.    
 

We are devotees of generational cycles, as dis-
cussed in The Fourth Turning, where the core argument 
is that children born in the two decades surrounding 
1870, 1910, 1950 and 1990 carried disproportionate 
influence over their life cycles in reaction to seminal 
events. The recent focus on inequality is reminiscent of 
the early 1900s, when policy reacted to the rise of the 
robber barons during the laissez-faire industrial revolu-
tion with a drive to rein in business concentration 
through anti-trust legislation. The quest for fairness was 
so great that four constitutional amendments promoting 
greater equality passed between 1913 to 1920: the 
income tax and the direct election of Senators in 1913; 
then, prohibition and women’s right to vote in 1919 and 
1920. One of suffragettes’ major goals in prohibition was 
to eliminate men’s bar-room political deal-making. Even 
the Federal Reserve Act (1913) dispersed power by 
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replacing JP Morgan as the key arbiter of financial stability, as he had been in 1895 and 1907. 
 

For the children of that equalitarian age -- the Greatest Generation born around 1910-- the major economic 
concern was the poverty caused by the Great Depression. Unlike their parents, government played a heavy role in 
their development with the CCC, WPA and WW2.  However, their children born around 1950 were far more con-
cerned with the inflation generated by the war on poverty – leading to the pro-business, small government, 
Thatcher/Reagan/Volker era focused on deregulation and expanding the global reach of democracy and capitalism – 
even if those meant jobs moved abroad.  Now, the baton is being passed from the aging Baby Boom to the rising 
Millennials – who have never experienced inflation during their lifetime. However, they have seen very different out-
comes in the distribution of income and wealth. For them, unemployment and inflation are both problems that fiscal 
and monetary policy have solved in the past. Indeed, extreme fiscal policy post-COVID severed the link between 
income and work, reducing the burden of joblessness. Yet, the uneven recovery in both the quantity and quality of 
employment, education, and wealth has created new issues that are widely viewed as more important than the head-
line unemployment rate or “transitory” inflation. 
 

As institutions shift strategies away from targeting low prices and more to concerns about climate change, 
DEI and ESG, the social contract between consumers and business is changing.  For years, businesses were the 
guardians of inflation, with Big Box stores using scale and imports to limit price increases. Walmart famously shifted 
from Made in America to Every Day Low Prices. More recently, new stores have popped up offering better quality – 
at higher prices – which thrived, because consumers were willing to pay for organic, cage free, low carbon, recyclable, 
human rights and other desired social traits. Post-COVID we see price increases in order to pay entry level workers 
a living wage or to re-shore production.  Clearly, concern has shifted away from inflation, which measures the value 
of what incomes can buy, to fairness -- which is about who receives that income in the first place.  Bottom line, 
Millennials’ influence has increased consumers’ interest in the production process itself (means), as opposed to just 
the results (ends) – even if it increases the cost. 
 

Critically, when the government is heavily focused on controlling inflation, fiscal initiatives atrophy -- as they 
did over the past four decades. Reining in the spending power of fiscal authorities typically requires an independent 
central bank with a mandate for stable prices.  Today, central banks globally are still jawboning markets about their 
independence and inflation targets, but action – or the failure to act -- speaks louder than words.  The Fed has said 
that they want to see inflation above 2% for some time before they tighten – and has disregarded the recent spikes 
in prices as transitory.  In fact, inflation has already surpassed the 2% target -- on either a 2-year or 5-year basis -- 
and is certain to go even higher later this year. Few analysts expect inflation back below 2% any time soon. Yet, most 
see US growth reaching the previous trend line by the end of 2021 -- and growing above trend in 2022 and beyond.  
History abounds with examples of inflation accelerating once the GDP has exceeded its long run trend.   
 

History also tells us there is a long and variable lag between central bank actions and their effect – running 
about two years in the US.  That lag reflects the depth of financial markets, as interest rate movements are first 
absorbed in asset price movements – which impacts capital spending, and thus supply relative to demand.  We are 
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now a year and a half past the initial April 2020 money drop.  Interest rates and inflation expectations have been ris-
ing since last November.  Though capital spending is increasing in those sectors which experienced the greatest price 
hikes, like commodities and housing, supply growth is still constrained.  The risk now is that as income support 
erodes, consumers will sustain demand by beginning to spend down their pent-up savings.  That obviously would 
reduce the funds available for investment in the financial markets.  Moreover, since the value of current production 
is identically equal to the sources of current income, spending fueled out of savings is the very definition of inflation 
– resulting from more money chasing the same supply of goods.  If rising inflation pushes up interest rates – which 
in turn undermines asset values – a reinforcing spiral begins where higher prices make buying goods and services 
sooner a viable alternative rather than investing to generate greater buying power later.   
 

We see the post-COVID inflation spike as an early warning sign.  Spikes in inflation induced by the rebound 
from WW2 and going into Korea were battled by conservative fiscal and monetary policies elsewhere.  By the 1960s, 
controlling inflation was no longer as important to government as ensuring civil rights, the war on poverty, and 
defending democracy in Vietnam.  Deficits got larger and inflation crept higher – then sprinted.  There is currently 
no appetite in Washington to rein in deficit spending – partially because interest rates are so low.  Even conservative 
Republicans agree another trillion is needed for infrastructure – on top of the tsunami of stimulus already injected 
earlier this year.  Congress is discussing a $6 trillion budget – give or take $500 billion.  The Federal Reserve expects 
inflation over 2% through 2023.  We are not worried about oil prices or labor costs – those are only the visible symp-
toms of inflation.  Deficit spending funded by the central bank is the cause.  We are concerned, but the powers that 
be are not.  To us, that means inflation will rise -- because stopping it is no longer government’s top policy priority.   
 
  
      —  Michael Drury 
 
 
 
 
 
 
 
 
 
 
 
 
 
The information and data used in the preparation of this report were obtained from public or private sources deemed to be reliable, but Smithfield Trust Company 
does not guarantee their accuracy. All opinions or predictions expressed herein are subject to change, without notice to the reader, based upon prevailing political, eco-
nomic or securities markets conditions. The material in this Forecast was prepared in late June 2021 and is based on information available at that time. 
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SMITHFIELD TRUST COMPANY BOOK REVIEWS 
 

THE BATTLE OF THE CRATER 
By:  Newt Gingrich and William R. Forstchen 

 
This is a fictionalized account of the Civil War battle known as the battle of the crater, written in the style of 

Michael Shaara’s “Killer Angels.”  This occurred near the end of the war during the Union siege of Petersburg in 
Virginia.  A regiment of Pennsylvania coal miners came up with the idea of digging a tunnel under the rebel lines at 
their strongest point.  By blowing up this part of the line, they could create a hole in the Confederate defenses large 
enough to break through and take Petersburg.  If successful, the fall of the Confederate capital Richmond would soon 
follow, ending the war. 
 

The characters in the book include most of the generals and other leaders who participated in the battle.  
However, the two main characters are James Riley, a sketch artist for Harper’s Magazine who is fictional, as far as I 
can determine, and Master Sergeant Garland White of the USCT (United States Colored Troops).  The latter was an 
actual individual - an ex-slave turned preacher and then soldier who was instrumental in recruiting black soldiers to 
the Union cause. 
 

I found the book fascinating in its depiction of the experience of black soldiers in the Union army.  I also 
found it curious that, contrary to some other accounts of this battle, the authors assign essentially all the blame to 
General Meade for the debacle that ensued. 
 
      —  Henry Haller, III 
 
 
 
EMPIRE OF PAIN 
By:  Patrick Radden Keefe 

 
“Empire of Pain” tells the story of America’s opioid crisis, but rather than take a macro-level view of the crisis 

in all of its manifestations, it focuses on a single family who, the book argues, is largely responsible for the onset of 
the crisis: The Sackler family. 
 

Author Patrick Radden Keefe (author of the book “Say Nothing”, a book I strongly recommend) tells the 
family’s story through a series of mini-biographies. The first half of the book focuses on family patriarch Arthur 
Sackler - whose combination of industriousness, intelligence, and business savvy take him from a childhood of rela-
tive poverty to a medical and business success. Keefe juxtaposes this success with an amorality (if not worse) that com-



6
Eighty Fourth Edition  •  July 2021

plicates Arthur’s legacy and calls much of the family’s subsequent success and fortune into question, setting the stage 
for Keefe’s pivot to his exploration of the rise of Purdue Pharma. 

 
With that pivot, the second half of the book focuses its attention on Richard Sackler, who drove Pharma’s 

meteoric success in the 1990s with its introduction of the prescription opioid OxyContin. This is the most com-
pelling part of the book. It outlines, in thorough detail (but without becoming overwhelming), the various reasons 
for OxyContin’s success - from the medical community’s evolved perception of pain management to the marketing 
tactics of pharmaceutical companies like Purdue to the FDA’s ineptitude - Keefe makes it clear how a confluence of 
factors led to America's opioid dependence. 
 

While enjoyable, the book is not without its faults. Keefe spends too much time on the Sackler’s philanthropy 
- this is an important part of the story, especially as it pertains to their desire to leave a strong legacy - however he 
could have made the same point with less detail. Indeed, there’s a lot of ground not covered that could make the book 
even more powerful. While it’s sensible to focus on the figures of Arthur and Richard, more detail on other Sackler 
members would have been helpful. Most disappointingly, Keefe does not go into nearly the detail I would have liked 
in describing recent efforts to hold the family accountable - while those efforts are ongoing, more background on 
recent U.S. bankruptcy proceedings in particular would reinforce how difficult it has been to hold the Sacklers to 
account. 
 

Ultimately though, “Empire of Pain" is an extremely informative read - whether it’s learning more about the 
Sackler family, the extent and complexities of their philanthropy, the market dynamics that allowed for OxyContin’s 
rise, the horrors of addiction, or efforts to hold the family and the company to account, Keefe’s investigative reporting 
and insightful story-telling makes this a book I’d recommend - just don’t expect to leave the book with a particularly 
good taste in your mouth. Then again, perhaps that’s the point. 
 
 
      —  John D. Rumin 
 


