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Dehydrated 
 
California has been having the worst drought in its 
documented history—and things only seem to be getting 
worse. The state has experienced drought conditions for 
the past four years, logged its warmest year (and 
warmest winter) on record in 2014 and is now estimated 
to be 11 trillion gallons below its normal water levels. It’s 
difficult to think of a worse place for a severe drought to 
hit, California is both the most populous state and 
greatest agricultural producer in the country. 

Last year, a study from the University of California, 
Davis discovered the drought would cost the state an 
estimated $2.2 billion in agricultural economic losses in 
2014. This year the agricultural losses are expected to be 
even greater as more and more farmers opt to fallow 
certain fields, with some halting all operations this year 
in order to sell their water to other farmers. In particular, 
water-intensive, low-margin crops, like rice and field 
grains, are likely to be avoided by most farmers.  

But while farmers may be facing the biggest challenges, 
residents from all over the state are learning just how 
dependent the economy is on water. The prolonged 
drought is triggering problems that many people might 
not have expected. 

Decrease in businesses that clean or green: This 
should not be surprising for a period of drought. As 
reserves drop and water tables get depleted the cost of 
finding (or recovering) water gets increasingly expensive. 
For businesses that rely on high volumes of water (e.g. 
laundromats, car washes, landscape services), new 
restrictions on water use are damaging business 
opportunities and profits.  

Higher electricity prices: Although California has 
been increasing its use of solar energy, the state still gets 
around 12 percent of its power from its hydroelectric 
facilities. Dropping reservoir levels have decreased this 
power production, creating an energy gap that utility 
companies must fill with purchased fossil fuels. To make 
matters worse, more energy must now be consumed by 
the state to pump distant water sources and cool homes 
in the hotter weather. Although the California Energy 
Commission is uncertain what energy prices will be this 
year, it seems highly likely they will increase. 

Recreation and tourism drop: As bodies of water in 
the state have shrunk, several types of outdoor recreation 
have been hurt. Boating, fishing and lakeside resorts, in 
particular, have been hit hard as some rivers and lakes 
have become inaccessible or unnavigable. The warm 
winters and low precipitation have wiped out much of 
the mountain snow pack (currently at just 10-20 percent 
of normal levels) and have left many ski resorts without 
fallen snow or the water needed to make their own. 

Fire insurance climbs: The drought is quickly putting 
California in a permanent “fire season.” Forests have 
become critically dry year-round and firefighters have 
less water to combat outbreaks. The constant threat has 
tripled or quadrupled homeowners insurance in some 
areas, while hindering value growth of local properties. 

Not-so-busy bees: Beekeeping is an important industry 
in California, not only for local hives, but for out-of-state 
keepers that “winter” their bees at California fruit farms 
and rent them as pollinators. With drought wiping out 
wildflower populations and farmers fallowing several 
areas, total honeybee production in the state has dropped 
more than 50 percent over the past few years.  

California has taken steps to mitigate the effects of the 
prolonged drought. It has imposed numerous ordinances 
for water conservation and is improving its water 
infrastructure. Farmers have begun to shift crop choices 
so the state can prioritize its incredibly valuable almond 
groves and vineyards.  

Although an unusually wet summer would be able to 
provide California with some relief, there is little hope of 
things returning to normal in the near future. With 
average rainfall, it could take nearly a decade for some 
parts of the state to refill their reservoirs, rivers, water 
tables and snowpack. While the full future economic 
impact of this drought is as uncertain as the weather, 
California’s situation makes it clear that fresh water is 
still the planet’s most valuable resource.



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• The Nasdaq composite closed above 5,000 for the first time since the height of the dot-com  
bubble in 2000.  

• H. J. Heinz Co. set plans to merge with Kraft Foods Group Inc. in a deal engineered by 
Berkshire Hathaway and 3G Capital. When complete, the merger will create North America’s 
third-largest food company. Berkshire and 3G acquired Heinz jointly in 2013. 

• The Federal Reserve posted a $101B profit for 2014—a 30 percent increase from its 2013 
profit. The gains stem from the Fed’s massive balance sheet of more than $4.5T in assets, 
most of which were purchased during its three bond-buying “quantitative easing” programs. 

• Apple, the world’s most valuable company by market capitalization, was added to the Dow 
Jones Industrial Average. It replaced communication giant AT&T, ending its 99-year tenure on 
the Dow. 

• The University of Phoenix, America’s largest for-profit college, reported that its enrollment 
dropped by roughly 14 percent last year. This marks yet another year of decline for the 
college, whose enrollment has plummeted from over 450,000 students to around 210,000 in 
the past five years. 

• A report from the U.S. Commerce Department showed that housing starts tumbled an average 
of 17 percent across the country in February. The national drop is mostly attributed to the 
Northeast, where bad winter weather pushed construction down 56 percent.  

• Germany’s economy had a solid opening quarter as its stock market makes major gains, 
exports climbed, deflation halted and consumer confidence rose. Although the German 
government projects its economy will only grow 1.5 percent overall in 2015, it is hoped the 
improvement will foster stability and commerce throughout the Eurozone.

U.S. Large Cap 
(Dow Jones Industrial Average) 

17,776.12  (-1.97% ) 

U.S. Mid/Small 
(Russell 2000) 

1,252.77  (1.57%)  

Foreign Large 
(MSCI EAFE Index Fund) 

64.17  (-1.43%)  

Bond Market 
(Barclays Aggregate Bond Fund) 

111.43  (0.21%)  

 
Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. 



 

 

 

Know Your Financial Math 

April is Mathematics Awareness Month—don’t roll your eyes!—so it’s a great time to review some useful 
math tricks to improve your budget and financial plans. 

Please keep in mind that these are simple estimations and are not to be treated 

as precise technical calculations. They can be influenced by a number of factors 

and don’t take any personal information into account. The formulas help call 

attention to parts of your budget, not calculate exactly what you should expect. 

Another easy formula, calculating how much a monthly (or weekly) expense 

will cost you over a whole year is an important insight for a budget. Paying $8 

a month for a subscription may seem cheap, but you should realize it’s costing 

you $96 over the course of a year. 

 

 

The easiest and best place to start. Your cash flow is the total surplus or deficit 

you have each month after paying your expenses. If you find you are running a 

deficit most months, you need to cut your expenses down or find a way to boost 

your income. 

 

The EPA estimates that the average car owner uses about 500 gallons of gas a 

year (almost 700 if you drive a truck or SUV). While volatile gas prices make it 

impossible to project your exact gas expenses for a year, this formula makes it 

easy to understand how much a change in gas prices is worth: for every $0.01 

gas drops, you could expect to save $5 annually. 

 

 



 

 

 

 

Have you ever wanted a quick estimate of how long it takes for money to double? Try 

the “Rule of 72.” Just divide 72 by the annual growth rate of your account and you get an 

approximation of how many years it takes to double. (Example: 6 percent growth would 

be 72/6 = 12 years to double). If using this formula for investment account, remember that the 

market is unpredictable and average market performance does not guarantee future returns. 

Investments can be subject to losses, which will greatly change their nominal rate of return. 

 

 

Although there are some major outliers, most new cars depreciate around 

10% when driven off the lot and another 10% each year they are driven (for 

the first 5 years). So when looking at new cars, remember that most lose their 

value fast. Without a down payment, you’ll likely be underwater on the loan 

for the first year or two. 

 

This equation is a bit more complex, but it’s pretty handy for people wondering how their rent cost compares 

to a 30-year mortgage. Take 75 percent of the expected mortgage interest rate and add 3 percent to get the 

annualized rate of repayment. If you multiply this number by the initial mortgage amount, you get the annual 

cost. (Example: A 30-year mortgage issued at 4 percent would have an annual repayment rate of (3+4×.75) = 

6%. If the mortgage was for $200,000, you’d pay ($200,000×6%) = $12,000 a year ($1,000 a month) to stay on the 

30 year schedule.) Keep in mind that this is an estimation of the mortgage costs only and does not include 

home insurance, mortgage insurance, property expenses or any of the other various costs of owning a home. 
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