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From Anna’s Desk:  
Social Security Trust Funds Will Run Out of Reserves by 2035
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   The future health of Social Security
and Medicare receives a lot of attention
and for good reason.  The programs are
designed to provide vital resources for
senior citizens who either have left or
are about to leave the workforce.  The
Social Security and Medicare Trustees
released their annual reports on the
state of the trust funds  in late May with
no fanfare or advanced notice.  The
quietly ominous report shows that the
Medicare Hospital Insurance trust fund
will be insolvent by 2028 and the Social
Security Old-Age and Survivors
Insurance trust fund will run out of
reserves by 2034.

   The theoretically combined Social
Security Old-Age, Survivors and
Disability trust fund—the most
common measure for gauging trust
fund insolvency—will be exhausted in
2035, one year later than projected in
last year’s report.

   After the projected trust fund
depletion in 2035, income from payroll
taxes would be sufficient to pay only
80% of program costs, declining to 74%
by 2096.

   At the end of 2021, the Social Security
program was providing monthly
benefits to about 65 million people,
including 56 million retirees, their
families, and survivors, and 9 million

disability recipients.  During 2021, 179
million workers paid $981 billion in
payroll taxes.

   Employees pay a 6.2% contribution
from earnings up to a maximum of
$147,000 in 2022, which their employers
match.  Self-employed workers pay
both shares of the contribution at 12.4%.

   But payroll taxes alone are no longer
sufficient to pay all promised Social
Security benefits.  Consequently, the
Social Security Administration has
begun tapping the system’s reserve
revenues, known as the trust funds.
With a 2021 annual deficit of $56.3
billion, the reserves of the combined
OASDI trust fund now stand at $2.852
trillion.

   “The COVID-19 pandemic has had
significant effects on Social Security
finances in the near term, but the
Trustees project little effect on the long-
term actuarial status of the program,”
according to a statement released with
the annual report.

   The economic recovery from the
pandemic-induced 2020 recession has
been stronger and faster than assumed
in last year’s report, reducing the
actuarial deficit for the combined trust
fund over the next 75 years to 3.42% of
taxable payroll, down from 3.54%
reported last year.

   Stated another way, it would require
an immediate 3.42% increase in the
combined portion of the FICA payroll
taxes that fund Social Security benefits,
from 12.4% to 15.82%, to bring the
system’s finances into balance.

   Any increases in contributions or
other reforms to Social Security and
Medicare are unlikely to occur this year,
as Congress focuses on other priorities.
But the time horizon for implementing
absolutely necessary legislation to
shore up the long-term sustainability of
senior benefits programs is measured in
years, not decades.   

(Anna Luke, Investment News)
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Energy Profits May Not Spur
Energy Investment

   You might wonder why high energy prices aren’t
encouraging more energy output.  There are many
reasons—the war in Ukraine, supply chain disruptions, etc.
But a major one boils down to public policies, both in the U.S.
and abroad.  The White House is discouraging oil and gas
drilling, and implementing regulations that will make
building things like pipelines harder to do.  Europe is trying
to switch to renewable energy.  Environmentally minded
investors are pushing Wall Street not to invest in new fossil
fuel production, limiting capital for oil and gas.  Meanwhile,
new crude oil refining capacity is badly needed.  But refiners
aren’t building it.  Too risky, if the plants won’t be able to
operate for the long term to recoup costs.  In fact, refiners
are closing older facilities instead of upgrading them.  That
means their remaining plants are highly profitable now, but
not able to meet all demand.  

Source: Kiplinger Letter

Department of Labor Discouraging
Cryptocurrencies from 401(k) Plans

   The idea of investing in cryptocurrency through 401(k)s is
gaining attention ever since Fidelity Investments announced
it will soon begin letting clients allocate as much as 20% of
their 401(k) workplace retirement savings to Bitcoin.  But
employers aren’t yet jumping at the opportunity to offer this
option.  Maybe they’re worried about the Dept. of Labor,
which issued an advisory in March warning plan fiduciaries
that cryptocurrency investing is speculative and volatile and
has serious risk issues.  DOL says it expects to open
investigations into workplace retirement plans that offer
participants investments in digital currency.    

Source: Kiplinger Tax Letter

Capital Gains on Short-term Residence
May Qualify for Lower Long-term Rate

   Usually, one must live in a home for two years before one
qualifies for a reduced, long-term capital gains rate.  In some
circumstances, it can be less.  Home sales after less than two
years which are necessitated by job changes, illness or
unforeseen circumstances can qualify the seller for a
proportionate application of the smaller, long-term capital
gains rate.

IN BRIEF:

   Household furnishing prices have increased 10.6% over
last year.  Perhaps increased time at home during the
pandemic have left many to fall out of love with their
home furnishings.  Demand for new replacements is up and
delivery times have grown greatly.  Prices show no sign
of easing.

Source: Bloomberg Businessweek

   French automaker Renault sold its majority stake in
Russian automaker Avtovas to a state-run Russian
automobile research institute for the symbolic price of 1
ruble, or two cents.  Renault had valued the maker of the
bestselling Lada brand at $2.3 billion at the end of last year.

Source: Bloomberg Businessweek

   Food services and drinking establishments contributed
about 2.1% of U.S. GDP in 2021.  Adjusted for inflation,
consumer spending on food services was 4% higher in March
2022 than February 2020, just before the pandemic.

Source: Bloomberg Business
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Housing News

   It’s not just the U.S. where housing is running into some
stiff headwinds.  Housing markets around the world are
starting to weaken as demand ebbs and sales fall due to
worsening affordability.  While price growth will likely
only slow in most countries, prices may fall outright in
some markets, notably Sweden, the U.K. and Norway.
Australia, New Zealand and Canada have seen some
drops already.

   It’s unlikely that the slowdown in price growth will stop
interest rate hikes.  A weaker housing market is one way
through which higher interest rates are expected to cool
demand and bring down inflation.  So, even if central
banks are concerned about a slowdown in housing
markets, those worries won’t be enough to make them
change course.  Inflation is that big of a problem around
the world.

   A widespread decline in prices won’t trigger another
global financial crisis, fortunately.  The rise in home prices
over the past decade hasn’t been accompanied by a
prolonged loosening in credit standards by lenders.
Household debt as a share of income has been stable and
is much lower than before the financial crisis of 2007-08.

   As home sellers’ demand for all-cash offers have
increased, companies are looking to provide support.
More start-up companies are helping buyers find a way to
make all-cash offers.  Companies like Better Real Estate,
HomeLight, Opendoor, Ribbon Home, Orchard and
Knock are helping buyers win bidding wars with all-cash
or noncontingent offers.  They all have slightly different
models.  For example, Opendoor will buy a home in cash
on the buyer’s behalf and then finalize the financing
portion after the purchase.  Knock helps first-time buyers
and homeowners make a noncontingent offer to sellers,
which can be just as attractive as an all-cash offer in many
housing markets.

   Many of these start-ups also help homeowners sell their
current house before they buy a new home.  Knock will
provide up to six months of mortgage payments on the
current house, plus funds to ready it for listing.  Orchard
buys the new house with cash and helps the customer sell
the old one.  Clients pay a 5-6% listing fee for their old
home, plus a fee for time spent in the new house before
the old one sells.  

Source: Kiplinger Letter
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CFS Golden Circle – Clients for 20 years or longer

Stanley Adelman
Bob & Martha Agosta
Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
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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
referral goes to:

Dr. Ken and Carmen Luk

Roger Koll and Marsha Munemura

HAPPY BIRTHDAY

Pursuant to the SEC Brochure Rule 204-3,
of the Investment Advisors Act of 1940,
advisers are required to deliver a copy of
the ADV, Part II to every adviser client on
an annual basis (within 120 days after the
end of fiscal year and without charge, if
there are material changes in the brochure
since the last annual updating amendment.)

JULY

1    -  Katherine Plank

5    -  Barbara Chasse

5    -  Vicki Oldham

7    -  Bruce Berke

8    -  Laura Gollnick

8    -  Martha Nichols 

9    -  Stephen Veres

11  -  Horace Fernandez

14  -  Kenyon Iverson

15  -  Mary Drake

16  -  Laurie Hillyer

16  -  Janet Fear

16  -  Donna Bandiera

17  -  Kevin McAdam

17  -  Karen Brown

17  -  Donna Reynish

20  -  Ann Reynolds

21  -  Rich Gold

21  -  Toni Miano

23  -  Alan Klein

23  -  Diane Green

24  -  Annette Alender

24  -  Eugene Schmidt

26  -  Sue Nelson

26  -  Peter McAdam

26  -  George Cruz

27  -  William Beckley

AUGUST

3    -  Laura Petoyan

3    -  Cynthia Siecke

3    -  Connie Alvero

4    -  Talin Petoyan

5    -  Henry Rosenblit

7    -  Joseph Miano

9    -  Donna Jonkey

9    -  Lindsay Schaefer

10  -  Julia Kinmartin

12  -  John Buonauro

12  -  Lori Thrasher

13  -  Gail French

13  -  Christine Campisi

14  -  P. Kent Burton

14  -  Dr. Gerald Lucas

15  -  Gladys Eisinger

16  -  Colleen Koll

18  -  David Wallett

19  -  Theresa Southwood

23  -  Sharon Terranova

26  -  Donna Kasper

28  -  Teena Wolcott

29  -  Donna Wade

30  -  BJ Fernandez

31  -  Kevin Karr
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www.cfsburbank.com
Comprehensive Financial Services is a diversified financial services and planning
company. The firm offers investment counseling, financial planning, money
management services, investments, life and health insurance and annuities.

Material discussed is meant for general illustration and/or informational purposes
only and is not to be construed as tax, legal, or investment advice. Although the
information has been gathered from sources deemed reliable, no representation is
made to its accuracy or completeness. Please note that individual situations can vary,
therefore, you should consult our office before taking action. This material is not an
offer to sell, nor is it a solicitation of an offer to buy any security. CFS is not engaged
in rendering legal, tax or accounting advice.

Annuities are products of the insurance industry. Guarantees are subject to the
claims-paying ability of the insurance company and surrender charges may apply if
money is withdrawn before the end of the contract.

Brain Teaser #123 (Answer)

Brain Teaser #124

The first person with the correct answer will receive an
American Express gift card. Please email your answer to
Jackie@cfsburbank.com or call (818)-846-8092, ext. 7.

Answer is 1. actor
2. artist   3. farmer
4. maid    5. mason
6. model  7. sailor
8. tailor   9. valet
10. waiter   11. warder
12. writer

Thanks to all of you who submitted the answers
to our last Brain Teaser. In this unusual
circumstance we had no exact winner.
Please continue to play and best of luck.

Let Freedom Ring

Reveal the Horizontal phrase by
completing the merging phrase.

Anna Luke, CFP®, PFP®

Comprehensive Financial Services
3811 W. Burbank Blvd.
Burbank, CA 91505-2116
818-846-8092
anna@cfsburbank.com
www.cfsburbank.com
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