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Inflation Can Vary by Category
The general inflation number (the “All items”
category) may be a good measure for the economy at
large, but the cost of certain goods and services could
rise much faster than the average cost of living.
For the past year, tuition, food, housing, and medical
care have all experienced much higher inflation rates
than the headline number. Gasoline prices, on the
other hand, have been declining and are now near four
-year lows.
People who need to focus on savings for college or
medical care may be left short, as the cost for such
items often tends to rise at a faster rate than the
average cost of living. Those investors might not be
able to keep pace with rising costs if they do not take
their real inflation rate into account when planning
their investment goals.
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Chambers Financial Group is a
comprehensive financial services
firm that was founded in 1984
with the goal of assisting our
clientele with a holistic financial
view in mind. We integrate many
of the financial areas in your life,
including investment planning,
portfolio management, retirement
planning, estate and tax planning.
We are an independent family
practice dedicated to providing
objective, responsible financial

planning assistance to a broad
range of clients. Our objective is
to help our clients live the life
they wish to, both now and in the
future. Our clients’ success is our
success.
We believe in building long-term
relationships with our clients. We
believe in the value of building
trust and confidence with long
range plans to achieve your
financial goals. We give unbiased,
honest advice and believe

patience along with discipline is
crucial in the achievement of
defined investment goals.
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Employment Continues to Grow at a
Slow, Steady Pace
Media and financial news sources often report that the
economy added an “x” number of jobs for a particular
month. These monthly payroll numbers are polled by
the Bureau of Labor Statistics and are published in a
report called “Employment Situation” that is typically
released on the first Friday of each month. The
monthly headline numbers tend to be quite volatile
and are often difficult to interpret. In the past two
years alone, the number of jobs added varied between
as few as 88,000 jobs in June of 2012 to as many as
280,000 in February of 2013. Wide fluctuations in the
monthly payroll data occur because the monthly hiring
and firing process itself tends to be unpredictable, and
seasonal factors that aim to stabilize the data are
extremely difficult to measure accurately.
Looking at these figures can usually create more
confusion than insight, and that is why Morningstar’s
Department of Economic Analysis looks at
employment growth through a slightly different lens.
When the same volatile monthly jobs data is analyzed
not as a monthly net job addition or loss but as a yearover-year 3-month moving average growth rate, a
different picture emerges. All of a sudden, it becomes
clear that the U.S. jobs market has been incredibly
stable despite its monthly ups and downs. As the chart
shows, total nonfarm employment has been growing at
around 1.7% since early 2011 and has picked up
modestly to 1.9% in recent months. Excluding the
poorly performing government sector, which
constitutes around 16% of total employment, privatesector jobs have been growing at an even higher
2.0–2.1% rate. Combine these results with efficiency
and productivity gains and it should come as no
surprise that the U.S. economy, on average, grew 2.2%
since 2011 based on full-year estimates.
Despite the rock steady growth, the pace of
employment recovery has been slow and disappointing
to say the least. Considering that the U.S. economy
lost over 8.5 million jobs between 2008 and 2010,
most economists expected a much faster recovery of
the labor market. Instead, it took more than four years
to get back the number of jobs lost during the crisis.
Seeing those numbers bounce back to their prerecession level is great news, but it is important to
point out that the make-up of the new post-recovery
labor force has drastically changed. Unfortunately, the
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growth in high-paying, long-hours jobs such as
construction and manufacturing has been all but
robust, and due to efficiency improvements, especially
in manufacturing, many of these jobs may never come
back. A majority of the labor market recovery has been
made in the lower-paying sectors such as retail and
leisure and hospitality, which has certainly contributed
to slower consumption growth and to the near-anemic
pace of the economic recovery in general.

Chambers Financial Group

Investment Updates from CFG

January 2015

Social Insecurity
All of us who work feel the bite that Social Security
taxes take out of our paycheck. Most of us take
comfort in the hope that when we retire, Social
Security will be there, giving back all the money that
we paid into the system over the course of our careers.
Isn’t that how it works?
Well, the short answer is no, it doesn’t work that way.
The Social Security taxes deducted from your
paycheck are not sitting in a special account
someplace, earmarked to be returned to you upon your
retirement. Instead, the taxes you pay today are used to
pay benefits to today’s beneficiaries, just as when you
retire, the benefits you receive will come from the
taxes paid by people who are still working. This
arrangement works as long as there are enough people
sending in taxes; it doesn’t work so well if the number
of current workers per retiree is decreasing.
The baby boomer generation (those born between
1946 and 1964) have started to retire in 2010. This
large group’s retiring, coupled with increasing life
expectancies and decreasing birth rates, means that the
number of retirees will grow faster than the number of
workers. According to the Social Security
Administration, there were 20 beneficiaries per 100
covered workers in 1960. That number has almost
doubled, to 35, in 2011. What is more is that this
number is projected to increase even further to 49
beneficiaries per 100 covered workers by 2050. Since
the ratio of workers to retirees is expected to continue
declining, a shortfall in future Social Security funding
is likely.
In 2011, Social Security’s cost continued to exceed
both the program’s tax income and its non-interest
income, a trend that’s projected to continue
throughout the short-range period and beyond. Social
Security funds are projected to increase through 2021,
and then to decline and become exhausted and unable
to pay scheduled benefits in full on a timely basis in
2033.
What does all this mean for you? Well, that depends
on how old you are and what changes the United
States government decides to implement. If you are
nearing retirement, it is unlikely that your Social
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Security benefits will change dramatically. Younger
workers, however, are more likely to see sweeping
changes in the way Social Security works in the form
of higher taxes, lower benefits, or a combination of the
two.
Bear in mind that Social Security was never intended
to provide Americans with all of the income they
would need in retirement. Social Security is only one
leg of a three-legged stool that also includes pension
plans and personal savings. With concerns mounting
over the stability of one leg of the stool, you need to
take control of your retirement by investing in
personal savings plans such as IRAs and 401(k)s.
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So, You’re Ready for Retirement…Or
Are You?
In the past, retirement planning used to involve two
planning stages: the accumulation of assets, and the
distribution of assets. Nowadays, there may be three
periods to consider: accumulation, transition, and
distribution. “Transition” can be defined as the period
between full employment and full retirement when a
person is working on a reduced or part-time basis.
What are some reasons to consider working a little
longer? Working gives many people a purpose and a
sense of self-worth—two benefits that can be more
valuable than money in some cases. Working just a
few extra years also prolongs the start of the
distribution period and enables you to accumulate
more savings. This becomes especially important when
you consider that life expectancies are rising and you
may need to fund a longer retirement than your
grandparents, or even parents, did. Continuing to
work in the transition years can also provide one
additional advantage—it might enable you to receive
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medical benefits of higher quality than what you
would receive as a retiree from your job or from
Medicare. This strategy can go a long way in reducing
the impact on your portfolio of unforeseen medical
bills in early or mid retirement.
Caveat: While we have explored the positives of
continuing to work in the transition years, you also
need to consider the negatives. One negative is the
impact on Social Security benefits. If you decide to
start receiving Social Security benefits at age 62, you
will be penalized with a reduction in those benefits for
any income you receive from working until you reach
full retirement age. In addition, Social Security
benefits are taxed if you make more than a certain
amount each year from earned and investment sources.
It may be best to plan this out with your financial
advisor to make sure you maximize your benefits.
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