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U.S. government data are probably
not manipulated…But can we believe
what Washington, D.C., tells us?
Forecasters have no choice but to rely
on information from the nation's
capital. There are several reasons for
this. Government statistics are the
raw material for most forecasting
models, and projections and analyses

by various government organizations can be key inputs
shaping thinking about the future. Analyses by
Washington-based public policy interest groups and
lobbyists are often influential as well. 

The challenge for forecasters is to assess the credibility
of this information. Government statistics are subject to
substantial revisions. And very different answers to the
same questions come from the government agencies and
organized interest groups inside the Beltway. 

Thus, forecasters are regularly challenged to sift through
the welter of statistics and analyses coming out of
Washington and determine what information to trust
when assembling their forecasts.

On Oct. 5, 2012,  just a month before the presidential
election, the financial markets and most forecasters were
surprised when the Bureau of Labor Statistics reported
that the civilian unemployment rate in September had
dropped by 0.3 percentage points to 7.8%. For supporters
of President Barack Obama's reelection campaign, it was
good news. 

When Mr. Obama was inaugurated in January 2009, the
civilian unemployment rate stood at 7.8%. Despite the
$787 billion in fiscal stimulus embodied in the American
Recovery and Reinvestment Act signed by the president
in February 2009, unemployment kept rising to 10% in

How accurate are economic reports?

October 2009. It subsequently declined slowly, but
remained well above its level when Mr. Obama assumed
office — a fact that Republican challenger Mitt Romney
repeated to the American electorate on an almost daily
basis during the 2012 presidential election campaign. 

In the eyes of Mr. Obama's supporters, the sharp decline
in the September unemployment rate confirmed their
confidence and proved that his economic policies were
producing results. 

However, some Republican supporters of former
Massachusetts Gov. Romney cried foul. Jack Welch, the
former chairman of General Electric Corp., charged on
Twitter: “Unbelievable jobs numbers ... these Chicago
guys will do anything ... can't debate so change numbers.”
(Mr. Obama was from Chicago, and in the first of three
debates with Mr. Romney, the president was widely
viewed as having done a poor job.) 

Did someone in the Obama administration order the BLS
to fake the September unemployment data to aid Mr.
Obama's reelection bid? Members of the Obama
administration were outraged. 

Labor Secretary Hilda Solis responded on CNBC soon
after Mr. Welch made his allegation that: “It's really
ludicrous to hear that kind of statement ... I have the
highest regard for our professionals that do the calculus.” 

While Mr. Romney lost the election, some critics of the
Obama administration persisted in asserting that
something had been amiss with the September 2012
unemployment rate. 

Just over a year later, on Nov. 18, 2013, a headline in the
New York Post exclaimed: “Census "Faked' 2012 Election
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Jobs Report.” The Census Bureau conducts the monthly
household survey the Labor Department uses to calculate the
unemployment rate. According to Post business reporter John
Crudele, an unnamed source claimed that the Census Bureau
either allowed or overlooked employees filling out fake
questionnaires in a manner that lowered the unemployment
rate. 

As evidence of a workplace environment that was supposedly
conducive to such behavior, he cited the Census Bureau's firing
in 2010 — two years before the presidential election — of an
employee for turning in faked questionnaires in
order to exaggerate to his superiors how many
surveys he was able to complete. Mr. Crudele's
un-named source claimed such be-havior on
the part of other Census employees
continued during the 2012 election, and that
the Census Bureau failed to report the problem
or the earlier firing to the Labor Department. 

A week after Mr. Crudele leveled his charges,
they were challenged by Nelson Schwartz, a
business reporter for the New York Times. 

He quoted former Labor Department personnel
who said that the size of the monthly household survey
sample — 54,000 — was far too large to be materially
affected by a few dozen faked responses. Moreover, for
September 2012 there was other corroborative evidence
of stronger job formation from the separate monthly
survey of employer payrolls.

I mention this episode because it illustrates the degree of
suspicion surrounding the veracity of government economic
data. Disappointed investors and traders and angry political
partisans sometimes have complained  that some statistic
unfavorable to their trading position or political cause somehow
or other has been rigged to make economic conditions appear
better than they really are. 

I characterize such allegations as representing the “conspiracy
theory” of government economic statistics. 

It is understandable why some observers believe that the U.S.
government deliberately alters potentially unfavorable
economic reports. 

The belief probably stems in part from investors' experiences
with data released by a few foreign governments. There have
been instances where government budget statistics have been
very misleading in countries struggling to maintain investor
interest in government debt issues. Or, in the case of Mexico
during the 1994 debt crisis, there were delays in the Mexican
government's usual release schedule for government budget
and Treasury cash data. 

Some observers, too, are somewhat (or more) suspicious of
Chinese economic data. Why? There may be incentives for
regional government officials to overstate their region's

economic activity so as to please senior Communist Party
officials in Beijing and obtain more financial aid that is linked
to a region's size and economic performance. 

With the following possible exception, I do not believe that U.S.
economic data are politically manipulated. 

Government agencies are subject to ever more media scrutiny.
In addition, whenever a suspiciously strong data report is issued
during an election campaign, politicians are quick to encourage
scrutiny by both the media and congressional investigative

staffs. Another consideration is that government statistical
agencies are headed by career civil servants who
are generally immune from political pressures

and who care about their professional
reputations. 

That said, won't an incumbent president order
stepped-up pre-election government spending both

to stimulate the economy and produce better
economic data? Undoubtedly, this happens in many

countries. 

On Oct. 26, 2012, just over a week before the November
election,  the Commerce Department reported an
unexpectedly large 2% annualized rise in real GDP growth
for the third quarter. The especially surprising component
was a sharp 9.6% annualized quarterly rise in federal
purchases of goods and services, which accounted for 0.7
percentage points of the overall 2% gain in real GDP. 

Did the Obama administration order accelerated government
spending for political reasons? Critics thought the rise was
suspicious. After all, the surprising gain came at a time when
budget legislation dictated federal spending restraint. 

Leading the third-quarter rise was a 13% annualized increase
in defense spending, which had declined at annualized rates of
7.1% in the first quarter and a further 0.4% in the preceding
quarter. Then in the fourth quarter, such spending tumbled at a
22.2% annual pace. 

Critics contended that the Obama administration deliberately
held back defense allocations in the previous two quarters so
that such spending would stimulate the economy and boost a
key economic statistic on the eve of the elections. 

Absent very specific evidence of communications from the
administration to federal agencies either suggesting or ordering
such manipulation, such charges are hard to prove. Defense
spending is one of the most volatile GDP components on a
quarterly basis. 

Also, the third quarter of a calendar year is the final quarter of
the federal fiscal year, creating a strong incentive for agencies
to spend the types of earlier appropriated funds that must be
spent or lost before a fiscal year ends.

Although I doubt government officials politically manipulate

How accurate are economic reports?   continued from page 1
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reported government economic data, I
have no doubt at all that the economic
forecasts issued by government agencies
are politically motivated at times. There is
evidence of private-sector forecasts
having a strategic element. Biases can
reflect the business needs of different
employers and the business strategies of
independent forecasting firms. 

Forecasters in the public sector are only
human and also can exhibit similar types
of strategic behavior. Instead of perceived
business needs biasing their forecasts,
public-sector economists and their
forecasts can be influenced by their
perceptions of office politics in
Washington. 

Cost overruns in the public sector are an
all too familiar example of government
forecasts going awry. Are some
government officials and their staffs
strategically motivated to low-ball initial
estimates of a proposed program's
expenses? This might well have been the
case with two major government cost
overruns in the administration of
President George W. Bush — the start of
the Iraq war in 2002 and the Medicare
Prescription Drug Improvement Act of
2003. 

Prior to the U.S. invasion of Iraq, the
Defense Department underestimated the
war's costs as well as troop requirements.
Both the Pentagon and Congress
acknowledged the troop shortages two
years later. 

A year after the expanded Medicare
prescription drug legislation was adopted,
it was revealed that its costs were initially
underestimated by around $150 billion. 

The strategic rationales for fudging
forecasts of future costs should be
obvious. A government forecaster might
have a personal preference for a
particular policy or course of action. Also,
just as in the private sector, government
forecasters may consider self-
preservation, in the form of promotion
and job security, when contemplating a
forecast at odds with an employer's
specific goals.

Source: Information compiled by Ken

How accurate…?   cont. from page 2

About half of parents would rather withdraw money from their retirement account,
work more years or take on a second job than have their kids take out student loans,
according to a T. Rowe Price survey.

About 53% of parents would rather use retirement savings to pay college costs than
have their kids take on student loans, according to the survey of 2,000 parents who
had a retirement account and children age 15 or younger.

Fifty-one percent would be willing to get a second or part-time job and 49% of parents
would delay retirement and work more years, according to the survey.

T. Rowe Price also found that 44% of parents said their own student loans have
impacted their ability to save for retirement.

“Parents are making a mistake when they don’t prioritize their own retirement over
college costs,” said Judith Ward, a senior financial planner at T. Rowe Price. “There
are many ways to pay for college, and there is a wide variation of price tags for college
degrees. But outside of Social Security and a pension, the way to fund your retirement
is through personal savings in a tax-advantaged retirement account.”

Seventy-nine percent of the parents surveyed said they were saving something for
their kids’ college costs. However, T. Rowe Price says many of them were using the
wrong accounts. Forty-five percent indicated that they were using a regular savings
account to do so, and 30% said they were using their 401(k) to save. Just 31% said they
were using a 529 account.

There also appeared to be some misconceptions regarding 529 accounts. According
to T. Rowe Price, contributions to a 529 account can be withdrawn anytime for any
reason. However, 25% of parents cited lack of access as a reason for not saving in this
type of account. Additionally, 15% mistakenly thought that saving in a 529 account
meant that they wouldn’t be able to get financial aid.

“We recommend saving at least 15% of your salary, which includes any match from
your employer, for retirement,” said Ward. “Once retirement is on track, develop a
plan to save for your kids’ college and aim to save enough to cover at least a down
payment, about half the cost of a four-year education. We recommend using a 529
account, because they provide tax benefits and flexibility for college savings that aren’t
available with any other kind of account.”

Source: Financial Advisor Magazine

Paying For Tuition Trumps Retirement Savings, Survey Finds

Despite Americans’ love of all things technological from our smartphones to Facebook
most investors still prefer to interact with their financial advisers through face-to–face
meetings,  with younger investors more comfortable using technology to do things like
asking their advisers for information and reading industry news.

John Hancock’s quarterly Investor Sentiment Survey, which measures investors’ views
on a variety topics,  found that 66 percent of all investors prefer in-person meetings,
and only 35 percent mentioned email as preferred way to interact with their advisers. 

However, among investors under age 45, email was a preferred method of interacting
for 51 percent, compared to 26 percent for investors age 65 and older.

“While technology clearly is important in investors’ lives and used more prevalently
by the younger generations of investors, that two-thirds of investors say meeting face-
to-face is the way they want to interact with advisers tell us they find value in what
advisers bring to the table,” said Mathew Rigatti, vice president of Signator Investors,
Inc., and independent broker –dealer owned by John Hancock.

Source: Journal of Financial Planning

Most Investors Prefer In-Person Meeting over Technology



FINANCIAL INSIGHTS PAGE 4 JULY/AUGUST 2015

Marriage confers
big financial
advantages to
those who
pursue wealth.
Married couples 
have an edge when it comes to income,
taxes, Social Security, inheritance, home
ownership, dozens of other state and
federal benefits, and even physical health.
To better advise married couples,
advisors should be informed. 

• Estimated number of years that the
average married man outlives the
average unmarried man in the U.S.:
Eight to 17 years Source: American
Journal of Epidemiology

• Factor by which people who get
married and stay married accumulate
more wealth after 15 years than single
or divorced people do in that period: 4
Source: Ohio State University’s Center for
Human Resource Research

• Factor by which divorce reduces the
average person’s wealth: 77 percent
Source: Ohio State University’s Center for
Human Resource Research

• Percentage by which young men and
women of married parents living in
intact homes are more likely to
graduate from college: 44 Source: The
Atlantic

• Factor by which married male workers
outearn their single male colleagues
with similar experience: 22 percent
Source: Virginia Commonwealth
University

• Factor by which male victims of violent
crime are more likely to be single than
married: 4 Source: US Department of
Justice

• Rank of arguing about money on a list
of predictors of divorce: first Source:
Sonya Britt, Kansas State University,
Family Relations Journal

• Cost of the average American wedding
in 2014, up 5 percent from the previous
year: $29,858 Source: TheKnot.com Real
Wedding Survey

• Cost of the average wedding in New
York City: $86,916 Source: TheKnot.com
Real Wedding Survey

Love and Marriage

The Fourth of July: The day Americans
celebrate their country's independence.
It's a day you probably know well, and one
that you anticipate with pleasure; but
there are probably a lot of fun facts about
the nation's birthday that you aren't
familiar with. Here are a few:

• HOLIDAY, SHMOLIDAY
"Americans began observing the Fourth
of July as early as 1777, when the first-
ever major celebration in Philadelphia
included a parade, a thirteen-shot cannon
salute and fireworks, but Congress didn’t
make it official until 1870, when it was
part of a bill passed to recognize major
state holidays at a federal level -- like
Independence Day, Christmas and New
Year’s Day," according to TIME magazine.

• HOT DOGS GALORE
July Fourth is the "biggest hot dog holiday
of the year," according to TIME magazine,
with Americans reportedly consuming
about 155 million of them on
Independence Day alone.

But despite a nationwide love for the salty
snack, no one really knows where the hot
dog came from. According to the National
Hot Dog and Sausage Council, it is "likely
that the North American hot dog comes
from a widespread common European
sausage brought here by butchers of
several nationalities." The meaty treat's
origin story remains murky, however.

• THE "STATE OF INDEPENDENCE"
Is Pennsylvania the country's most
patriotic state? According to the U.S.
Census Bureau, the so-called "State of
Independence," where the Declaration of
Independence was debated and signed, is
home to 11 places with the word "liberty"

4th of July

in their name and 33 with the word "union"
in them, leading the country for the
number of places with such names. 

(Only one place in the nation has "patriot" in
its name, according to the bureau. Patriot, Ind.,
is said to have an estimated population of 209.)

• AMERICAN BALD... TURKEY?
In a letter to his daughter Sarah Bache in
1784, Benjamin Franklin wrote that he
was displeased that the bald eagle had
been chosen as the symbol for the nation. 

"He is a Bird of bad moral character. He
does not get his Living honestly," he
wrote. "You may have seen him perched on
some dead Tree near the River, where, too
lazy to fish for himself, he watches the
Labour of the Fishing Hawk."

A turkey, Franklin went on to argue, is a
far "more respectable" bird. "Turk'y… [is
a] true original Native of America,"
Franklin wrote. "He is besides, though a
little vain & silly, a Bird of Courage, and
would not hesitate to attack a Grenadier of
the British Guards who should presume to
invade his Farm Yard with a red Coat on."

• TAP, TAP, TAP
Due to concerns about cracking the iconic
instrument, the Liberty Bell has not been
rung since 1846. Instead, every year, to
mark the Fourth of July, the 2,000-pound
bell is tapped 13 times to signal for bells
across the country to start ringing.

Source: internet 
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1 in 5 Consumers OK with
Carrying Credit Card Debt

Here is the good news:  61 percent of
online survey respondents believe that
paying credit card debt in full each month
is the only responsible way to manage
personal finances.

Here’s the starling news:  18 percent of
survey respondents believe that carrying
credit card debt over from month to
month is a fact of life and a responsible
way to manage personal finances.

“This data suggests that not only are
many Americans using credit cards to
fund a lifestyle their income can’t support,
but they are comfortable doing so,” said
Gail Cunningham, spokesperson for
National Foundation for Credit
Counseling (NFCC), which conducted the
online survey in July, receiving 1,630
responses.

On the other end of the credit card debt
spectrum, 21 percent of survey
respondents indicated they do not use
credit cards.

According to the NFCC, although opting
out of using credit cards can help
consumers avoid many financial pitfalls, it
has downsides too, including the fact that
without a positive credit file, consumers
may find it difficult to get credit for major
purchases, such as a house or car.

Source: Journal of Financial Planning

Quotations about
Happiness

Don’t put the key to happiness in someone
else's pocket. ~AUTHOR UNKNOWN

The Constitution only guarantees the
American people the right to pursue
happiness. You have to catch it yourself. 
~AUTHOR UNKNOWN, COMMONLY

ATTRIBUTED TO BENJAMIN FRANKLIN

Even if happiness forgets you a little bit,
never completely forget about it.
~JACQUES PRÉVERT

If you want to be happy, be. ~LEO TOLSTOY

Happiness is never stopping to think if
you are. ~PALMER SONDREAL

Most people would rather be certain
they’re miserable, than risk being happy.
~ROBERT ANTHONY

The best way to cheer yourself up is to try
to cheer somebody else up. ~MARK TWAIN

If only we’d stop trying to be happy we
could have a pretty good time. ~EDITH

WHARTON

Happiness is excitement that has found a
settling down place. But there is always a
little corner that keeps flapping around.
~E.L. KONIGSBURG

Nobody really cares if you’re miserable,
so you might as well be happy. ~CYNTHIA

NELMS

Stat Bank:

93 … Percentage of recruiters that review job candidates’ social
media profiles before making hiring decisions.  (Jobvite.com)

43 …. Percentage of women who say advice from a financial
advisor is key to picking mutual funds. (Money)

29 …. Percentage of men who say advice from a financial
advisor is key to picking mutual funds. (Money)

53 …. Percentage of U.S. women who have started saving for
retirement (BlackRock)

65 …. Percentage of U.S. men who have started saving for
retirement (BlackRock)

<40% …. Share of workers with pension in 1979. (Bloomberg
Businessweek)

>10% …. Share of workers with pension in 2011. (Bloomberg
Businessweek)

>10% …. Share of workers with 401(k)s and other individual
accounts in 1979. (Bloomberg Businessweek)

Long-Term Care Insurance
Costs on the Rise

Clients can now expect to pay 8.6 percent
more for long-term care insurance
compared to a year ago, according to the
2015 Long Term-Care Insurance Price
Index released by the American
Association for Long-Term Care
Insurance (AALTCI).

A healthy 55-year-old man can expect to
pay $1,060 each year for $164,000 in LTCI
benefits, up from $925 last year, according
to Jesse Slome, director of the AALTCI.
Average cost for the same benefits for a
55-year-old woman is now $1,390, up from
$1,225 in 2014.

Married couple (assuming both are age
60) can expect to pay an average of $2,170
per year for $328,000 in LTC coverage
this year, up from $1,980 in 2014.  Adding
an inflation option that would grow their
benefit pool to a combined $730,000 by age
85 would cost an additional $1,760
annually.

Slome notes that rate increases are the
results of higher claim costs and our
current historic period of low interest
rates.  In 2014, insurers paid out a record
$7.5 billion in LTC claims, and the
AALTCI predicts insurers will pay
approximately $34 billion in annual claims
by 2032.

Source: Journal of Financial Planning

>40% …. Share of workers with 401(k)s and other individual
accounts in 2011. (Bloomberg Businessweek)

23 …. Percentage of survey, respondents who don’t think
personal financial stability is attainable. (National Foundation
for Credit Counseling)

66 …. Percentage of survey, respondents who want financial
stability, but don’t know how to get there.  (National Foundation
for Credit Counseling)

19.9 …. Percentage of working women in management or
professional occupations in 1970.  (US Department of Labor)

51 …. Percentage of working women in management or
professional occupations in 2011. (US Department of Labor)

4 hrs, 55 min …. How much time spent watching TV, per day,
for the average American.  (Nielsen)

33 …. Percentage of Americans with mortgages who plan to
save money for retirement in 2015.  (HSH.com)



FINANCIAL INSIGHTS PAGE 6 JULY/AUGUST 2015

CFS Golden Circle - Clients for 20 years or longer

JULY
1 - Katherine Plank
5 - Barbara Chasse
5 - Robert Moering
5 - Vicki Oldham
7 - Joe Ruggiero
8 - Laura Gollnick
8 - Martha Nichols
9 - Stephen Veres

11 - Horace Fernandez
14 - Maynard Eisinger
14 - Ken Iverson
15 - Leonard Doran
15 - Mary Drake
16 - Donna Bandiera
16 - Jan Fear
17-Karen Brown
17 - Donna Reynish
20 - John Wolcott
21 - Pam Billings
21 - Richard Gold
21 - Toni Miano

HAPPY BIRTHDAY

Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
Dr. Martin Barmatz &

Carolyn Small
Dave Bochard
Steve & Lynne Brener
Kelley Brock
Harlene Button
Barbara Chasse
Philip Clements & Claudia

Squibb
Louis Darin
Dr. George & Oleta Diamond
Joe & Liz Dilibert
Rita Dillon
Marshall & Mimi Drucker
Jim Dyrness
Reg & Jan Fear
Horace & Betty Jean

Fernandez
Jim & Kathy Forman
Imre & Patricia Foti
Susan Gardner
Ralph Gerrard & Susan

Leeper
Vorda Gordon

Dr. Stuart Grant
Helena Gratland & Bob

Mazzocco
Connie Greenberg
Harry & Karen Griffin
Dennis Hall & Evelyn

Rollins
Chuck Hardinghaus 
Bill & Elinore Hedgcock
Harley & Alice

Higginbotham
Dr. Craig & Jeannette Hoeft
Pamela Hoey
Lilo Holzer
Mike Houlemard
Daina Johnson
Rich & Donna Johnson
Mitch & Lorraine Kaye
Spencer & Nancy Kindorf
James & Julia Kinmartin
Emil & Chiching Klimach
Loraine Leach
Jack Leahy
Dave & Carolyn Lessley
Jane Lloyd
Dr. Ken & Carmen Luk
Harry & Carol Mackin
Jay & Nancy Malinowski
Al Maskell

Randy & Pat Maskell
Dr. Peter & Juliane McAdam
Dr. Jeanine McMahon
Barbara Moering
Bob Moering
John & Mary Morrow
Roland & Vonda Neundorf
Dave & Pat Newsham
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Al Roeters
Debbie Ruggiero
Joe & Pearl Ruggiero
Louise Sanchez
Earle Sanders
Evelyn Schirmer
Bob & Cindy Sieke
Dianne Simes
Louise Sirianni
Carole Steen
Mitch & Ilona Stein
Giselle Temmel
David & Kellye Wallett
Jeff & Pam Wheat
Don & Lorraine White
Teena Wolcott
Toby & Carole Zwikel

Referrals
We Appreciate Those Referrals!

We certainly welcome your
referrals and are always most
appreciative when clients pass our
name along to others.  We would
like to take this opportunity to
express our thanks for your
continued confidence and look
forward to providing quality
confidential financial services to
you, your friends, and associates.

When you refer us to others, you
can be assured that your personal
information provided by you and
those whom you refer is treated
with a high degree of confidentiality.

Our sincere thanks to our recent
referrals go to …

Janet Levinson

Gary Carruthers

23 - Diane Green
23 - Alan Klein
24 - Annette Alender
24 - Eugene Schmidt
25 - Patricia Foti
26 - Peter McAdam
26 - Sue Nelson
27 - Bill Beckley

AUGUST
3 - Connie Alvero
3 - Laura Petoyan
3 - Cynthia Siecke
4 - Talin Petoyan
5 - Gloria Frankie
6 - Barbara Moering
7 - Joe Miano
9 - Donna Jonkey

10 - Julia Kinmartin
11 - Pat Maskell
12 - John Buonauro
12 - Mitchel (Mitch) Stein

12 - Lori Thrasher
13 - Christine Campisi
13 - Gail French
14 - P. Kent Burton
14 - Gerald Lucas
15 - Gladys Eisinger
16 - Colleen Koll
18 - David Wallett
19 - Terry Southwood
21 - Ann Houghton
22 - Mary Sue Maghame
23 - Sharon Terranova
23 - Duffy Watson
24 - Eric Siess
26 - Donna Kasper
27 - Donald White
28 - Juliane McAdam
28 - Teena Wolcott
29 - Donna Wade
30 - B.J. Fernandez

Ken
Ken@cfsburbank.com
Phone: 818-846-8092, ext. 3

Anna
Anna@cfsburbank.com
Phone: 818-846-8092, ext. 6

Lisa
Lisa@cfsburbank.com
Phone: 818-846-8092, ext 3

Martha
Martha@cfsburbank.com
Phone: 818-846-8092, ext 4

Chandler
Chandler@cfsburbank.com
Phone: 818-846-8092, ext. 8

Artimus
Artimus@cfsburbank.com
Phone: 818-846-8092, ext. 21
(Clients A-L)

Sangeeta
Sangeeta@cfsburbank.com
Phone: 818-846-8092, ext. 5
(Clients M-Z)

Staff Contact Info

Pursuant to the SEC Brochure Rule 204-3, of
the Investment Advisors Act of 1940, advisers
are required to offer a copy of the ADV, Part II
to every adviser client on an annual basis.
Please send a written request within 30 days
if you are interested in receiving an updated
copy of the National Planning Corporation
(NPC) Form ADV, Part II and/or a copy of the
Comprehensive Financial Services Form ADV,
Part II.
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Conference in Las Vegas
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with Anthony Crescenzi,
Executive Vice President,

Portfolio Management,
PIMCO Investments.
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Anna’s Recent Read: Grads in Crisis

As the cost of higher education
escalates beyond the realm of the
reasonable, millions of young
Americans find themselves with too
much debt. Under such a crushing load,
many are forced to put off buying

homes and achieving other milestones of adult life. Oppressive
debt also jeopardizes their ability to prepare for their own
retirement. 

NEED FOR RELIEF

Last June, President Barack Obama issued a presidential
memorandum directing Education Secretary Arne Duncan to
issue regulations that would expand the existing Pay As You
Earn plan to allow nearly 5 million federal direct student loan
borrowers a chance to cap their repayments at 10% of their
income. The president hopes to make the repayment option
available to borrowers by the end of 2015. 

But there also was disappointment in Washington for indebted
graduates. The Bank on Students Emergency Loan
Refinancing Act, proposed by Sen. Elizabeth Warren (D-Mass.),
which would have let student borrowers refinance their loans
at a lower rate, went down in a 56-38 Senate vote. It needed 60
to end debate and allow for a final vote on the floor. 

The need for relief is clear, however. According to the president's
memo, 71% of students with a bachelor's degree graduate with
average debt of $29,400. 

Managing such debt has become the new reality of working with
the 20- and 30-something crowd. 

It's fairly common for such individuals to have eight to 10
student loans by the time their education is wrapped up. 

Even if a graduate is on track to haul in big earnings, it's going
to take time for him or her to reach full potential. 

Until then, borrowers are preoccupied with servicing their
debts and meeting their living expenses. Stretching those
dollars to build an emergency fund or save for retirement
becomes all the more difficult. 

HELP IS AVAILABLE

When it comes to working with debt-laden students and their
parents in the process of repayment, it would do well to get
familiar with programs that can help ease the process. 

For example, the Public Service Loan Forgiveness Program is
for graduates who work full time in public service jobs. Under
the program, borrowers may qualify to have the remaining
balance of their federal direct loans forgiven after making 120
qualifying payments. 

Under Pay As You Earn, which went into effect in December
2012, the applicant must have a partial financial hardship, a
status that's triggered when the monthly amount they would
have to pay on their federal direct student loans under a 10-year
standard repayment plan is higher than 10% of their
discretionary income. Loan balances may be forgiven after 20
years. 

In its current form, Pay As You Earn applies only to those who
began borrowing after October 2007. The president's revision
would expand that eligibility to include students who borrowed
before that period. 

There's also the Income-Based Repayment (IBR) program,
which has been available since 2009 and allows borrowers with
a partial financial hardship to cap their federal student loan
payments at 15% of their discretionary income if they make
timely payments. Borrowers may be eligible for forgiveness
after 25 years of faithful repayment. 

As far as figuring out how best to juggle repayment with other
competing priorities, they should prioritize the costliest and
most difficult-to-retire debt first, and then retire credit card
debts as quickly as possible. 

Meanwhile, the key is to pay off any private loans, as they aren't
eligible for federal forgiveness programs. 

From there, work on building an emergency fund.  That fund
should have three to six months' worth of net pay. Couples can
skew a little closer toward the three-month figure, but sole
breadwinners and singles should sock away more. 

Finally, make sure young workers should be putting as much
toward their retirement plan as possible and soon as they are
eligible for the employee match.

On the horizon, participants of the Income-Based Repayment
program should be warned that their forgiven debt may be
taxable as income. 

Because many of these programs are relatively new, their full
impact on loan forgiveness is far down the line. 

Information compiled by Anna Luke

Here is Ken with
Rod Greenshields,
Consulting
Director, US
Private Client
Services, Russell
Investments at a
Luncheon
Seminar at
Morton’s in
Burbank.
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Brain Teaser #82 – “Dominological”

Use your
smartphone
to visit our
website!

A standaed set of twenty-eight dominoes
has been laid out as shown. One is
already in position, to give you a start.
Can you draw in the edges of the rest? 

The first person with the correct
answers will receive an American
Express gift card. Please email your
answers to Martha at
martha@cfsburbank.com or you can
fax it to 818-845-2010.

Brain Teaser #81 – “How Old?”
(Answer)

Nick is 20 and his grandfather is 80 year
old now.

The first person with the correct
answer came from Vinnie Campisi. 
Congratulations Vinnie!
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