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The Federal Reserve System
celebrated its 100th anniversary
Dec. 23, and as it begins its

second century, it has a new chairman,
Janet Yellen. The question for
investors as the new era begins is: Has
she absorbed the lessons of the Fed's
modestly checkered past? 

In its 100 years of existence, the Fed
has had some notable successes and a few really troubling
failures. The failures often resulted from a misreading of
the lessons of its successes, and a touch of hubris. 

For example, the Fed is supposed to promote price
stability, yet the Consumer Price Index has increased by
3.2% per year during the central-bank era, compared with
-0.5% per year in the 1800-1912 period, according to
research by analysts at Leuthold Weeden Capital
Management. 

The Fed was established in 1913 after the financial panic
of 1907, which was ended by the intervention of a private
conglomerate headed by J. P. Morgan. 

The conglomerate, in effect, became the lender of last resort
to the nation's banks, filling the role that the Fed holds
today. The Fed was established in the belief that depositors
would no longer panic and withdraw their uninsured
deposits at the first signs of financial difficulty if they knew
that their bank could borrow from the central bank. 

As a result, bank runs declined in the years following the
establishment of the Fed. In addition, the Fed reduced
seasonal interest rate volatility by increasing loans to
member banks when loan demand was high and cutting
back when it was low.

This strategy backfired in the late 1920s and contributed
to the depth of the Great Depression. The Fed noted the
slack demand for loans as the economy weakened, but
assumed no need to lend more money to the nation's banks. 

This fatal error caused the money supply to contract,
turning a recession into a depression. 

Fed lessons for Janet Yellen

Officials at the Fed learned from this experience. The
result was a long period of relative stability during the
1940s and especially the 1950s, when the Fed stepped in
judiciously to smooth economic cycles. 

Unfortunately, in the 1960s and 1970s, the Fed stepped in
too strongly to offset what it saw as weakness, and the
result was the stagflation of the late 1970s-early 1980s.
That was halted by Chairman Paul Volcker, who ratcheted
up rates and triggered a recession in 1981-82 that was
followed by a strong recovery and steady growth. 

Once again, the Fed seemed to learn the appropriate
lesson, and Chairman Alan Greenspan and his central-
bank colleagues seemed to get everything right between
1987 and 2007, successfully handling the 1987 stock market
crash and the recession brought on by the technology
bubble and exacerbated by the Sept. 11, 2001, terrorist
attacks.

Unfortunately, that success caused the Fed to miss the
buildup of risk in the economy, and the fact that the flood
of money into the economy from China and elsewhere was
offsetting its mild efforts at tightening from 2005 on. The
Fed seemed to think it had the economy all figured out —
a touch of hubris. 

The five-year effort to power the economy out of the Great
Recession should have demonstrated to the Fed that its
powers to manage the economy are limited, as the
recovery has been slow despite its Herculean efforts. 

Investors should hope that Ms. Yellen and her colleagues
will draw the correct lessons from this history. Perhaps the
most important lesson is contained in the old saying: “In
all things, moderation.” 

If Ms. Yellen and her colleagues put all the lessons
together in the right order and apply them appropriately,
the economy will recover soundly and investors may be
rewarded.

Information compiled by Ken Marinace

From Ken’s Desk

Kenneth A. Marinace California Insurance License #0545122
Securities and advisory services offered through National Planning Corporation (NPC), Member FINRA/SIPC, a Registered Investment Advisor.
Additional advisory services offered through Comprehensive Financial Services (CFS), a Registered Investment Advisor.  CFS, NPC and all other
entities mentioned are separate and unrelated companies.  NPC does not provide tax advice.



Many Will Face Higher Health Insurance Costs 

Nearly half of Americans with employer-based coverage are
seeing more money being taken out of their paychecks for health
insurance coverage compared to year ago, according to a
Bankrate.com report. Forty-four percent have higher out-of-
pocket expenses compared to one year ago, including deductibles
and copayments. Forty-eight percent of Americans would choose
to repeal the Affordable Care Act (ACA), and only 38% would
choose to keep it.  In late September 46% of Americans wanted
to repeal the ACA and 46% wanted to keep it.

Upper-middle income Americans with employer-based health
insurance (annual household income from $50,000 and $74,999)
are most likely to say that more money is being taken from their
paychecks and that they are experiencing higher out-of-pocket
expenses.  Out of all income levels, upper-middle-income
Americans are the most likely to say that the law has had a
negative effect on their health insurance (47%).

While many feared losing family coverage as a result of the
Affordable Care Act, very few employers have taken this step
(fewer than one in 10 Americans with employer-based health

insurance lost coverage for a spouse or a child this year). And
only two in 10 Americans with employer-based health insurance
now have fewer doctors included in their plans.

“Since so much of the Obamacare conversation has focused on
uninsured Americans and the government exchanges, it’s easy
to forget most Americans, about 150 million, get their health
insurance from an employer. People covered under these plans
should watch for changes and discuss with their employers how
Obamacare may affect their coverage and costs.  In some cases,
getting insurance through the health exchanges could be more
cost effective, so it is important to research all possibilities,” said
Bankrate.com insurance analyst Doug Whiteman.  The study
also reveals the following:

• 52% of women with employer-based coverage report higher
out-of-pocket expenses, compared to only 35% of men.

• Americans who are feeling more negative about the law
outnumber those feeling more positive by a two-to-one
margin (31% to 15%).

Source: California Broker Magazine

Many Americans Would Rather Pay the Fine Than Get Coverage

Thirty-eight percent of Americans would rather pay a fine than buy
health insurance, according to a survey by InsuranceQuotes.com .
The survey reveals the following:

• 65% of Americans between the ages of 18 and 29 would buy
health insurance versus 57% of Americans 30 and older.

• 78% of African Americans would buy health insurance
versus 61% of Hispanics and 56% Caucasians.

• 74% of Democrats would buy health insurance versus 40%
of Republicans and 56% of independents.

The results reflect Americans’ responses to a hypothetical
scenario of (45-year-old who earns $50,000 per year). A typical
health plan would cost this person $3,000 a year. If this person

did not buy health insurance, the fine would be $400. 

Laura Adams, insuranceQuotes.com’s senior analyst said “One
of the key questions surrounding the Affordable Care Act is
whether young Americans – especially healthy young
Americans – will sign up for health insurance. This research
sheds a positive light on that segment of the population, but it’s
concerning that about three in 10 Americans still don’t know
about the possible fines.”

Most Americans are confused regarding the penalty amounts.
The penalty would be $200 for a person who earns $30,000 per
year. Only 21% of Americans who know that uninsured people
will be fined correctly pegged the amount at $100 to $250 (38%
overestimated and 36% underestimated). The penalty would be
$650 for a person who earns $75,000 a year.  Only 21% of
Americans who know about fines correctly pegged the amount
at $500 to $1,000 (46% underestimated and 29% overestimated).

Almost eight in 10 Americans who know about fines incorrectly
think that children under the age of 18 are exempt from fines.
Six in 10 falsely believe that senior citizens over the age of 65
are exempt. Only 64% correctly said fine would come from their
federal income tax refund.

Source: California Broker Magazine
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3 Hysterically Bad Ideas That Actually Worked Out Well

Barking Out Bad Guys

Bad Idea: After two suspected car thieves in New Haven,
Connecticut, refused to come out of the house they were holed
up in, police announced that they would send in the K-9 force.
Only trouble? A serious lack of police dogs on the scene. So a
couple of cops snuck up to the front door and began barking. 

It Worked! The petrified intruders ran out and surrendered to
police. 

Skirting the Job
Bad Idea: When a heat wave struck north of Stockholm,
Sweden, last summer, male train workers began wearing shorts
on the job. But management pointed out that their sartorial
choice ran afoul of the railroad’s dress code. So the men
switched to wearing skirts. 

It Worked! If men want to wear skirts, that’s OK because
women wear skirts, said a company spokesman. “To tell them
 to do [otherwise] would be discrimination,” he explained. Said
one cool male driver, “The passengers stare at us, but so far, no
one has said anything.”

Mountain Mirrors
Bad Idea: Winter in Rjukan, Norway, is a depressing time.
That’s  because the town is situated in a deep valley and goes
up to seven months without sunshine. To lighten the mood, so
to speak, the town acted on an idea that had been bouncing
around for a century: Construct huge mirrors on a nearby
mountainside to reflect the sun’s rays down into the town
square. 

It Worked! Thanks to computer-driven motors that allow three
massive mirrors to follow the sun’s path, the sun shone on
Rjukan’s town square for the first time ever last fall.  To
celebrate, some Rjukans sipped cocktails while tanning on
lounge chairs; others played volleyball on a makeshift beach.
“The idea was a little crazy, but madness is our middle name,”
a local project coordinator told Agence France-Presse. “After
basking in the sun, people are beaming themselves.” 

Source: Readers Digest

The Downside of ACO’s 
(Accountable Care Organizations)

Writing in a recent issue of the Journal of General Internet
Medicine, Drs. David Himmelstein and Steffie Woolhandler
warn that accountable-care organizations (ACO’s) will bring
frequent denials of care, restrictive provider networks, and
increased financial risk sharing, HMO practices that are
resurfacing in the context of today’s ACO’s limit patient choice
and pressure physicians to withhold care and avoid unprofitable
ill patients, such as those with mental illnesses.

Supporters say that ACO’s will have safeguards against the
cherry-picking healthy patients and denying care.  But the
authors write that the early HMO proponents made virtually
identical promises.

Just like HMO’s, ACO’s will be highly susceptible to gaming,
such as over-diagnosing and up-coding medical conditions to
make patients look sicker on paper to garner higher payments
for car.  Experience has shown that providers who initially
refrain from such practices are forced to do so to survive. 

Nor is there evidence that today’s ACO’s will save money.
Himmelstein and Woolhandler say that giant corporations will
have a competitive edge in the reshaped, post-ACA health care
landscape based on their clout and the size of their market
share, and that a system dominated by profit-maximizing
oligopolies is a perilous route to savings.  In contrast, countries
that have adopted a universal system of care with regulations
that restrain costs and minimize opportunities for profit have
achieved better outcomes, lower costs, and fairer compensation
of physicians.

Source: California Broker Magazine

A recent survey found that people working with a financial
adviser feel much more confident and knowledgeable about
their retirement plans than those who aren’t.  And a majority
of both groups value the service of retirement planning and
having a written plan.

• 90% of respondents with a financial adviser are happy with
their retirement income plan, and 87% are confident in it.
For those without an adviser, only 44% are happy with their
retirement income plan, and 44% have confidence in it.

• 86% of those who work with an adviser said they understand
their retirement income, compared with 48% of those who
do not work with an adviser.

• 58% of total respondents cited experience with retirement
planning as the most important factor when selecting an
adviser.

• Over 51% indicated that they would switch financial advisers
or begin working with one for the first time if an adviser
offered to develop a written retirement income strategy for
them.

Source: Investment News

Retirement Income
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CFS Golden Circle - Clients for 20 years or longer

MARCH
1 - Marjorie McKibbin
1 - Laurie Prince
2 - Virginia Mermerian
2 - Nancy Kindorf
3 - Al Maskell
4 - Helena Gratland
6 - Easter Xua
6 - Robert Washburn
7 - Imre Foti
9 - Richard Frankie

11 - James Kennedy
11 - Craig Hoeft
11 - Michael Bandiera
12 - Lorraine White
14 - Spencer Kindorf
14 - Leora Ostrow
17 - Linda Reed
19 - Kenneth Luk
21 - Angela Green
21 - Margarete Easterwood

HAPPY BIRTHDAY

Annette Alender
Connie Alvero
Irv & Zel Bagley
Arnold & Wendy (Glaus)

Baker
Dr. Martin Barmatz &

Carolyn Small
Dave Bochard
Steve & Lynne Brener
Kelley Brock
Joan Bruner
Jim Burgess
Harlene Button
Sylvia Carson
Barbara Chasse
Philip Clements & Claudia

Squibb
Louis & Doreen Darin
Dr. George & Oleta Diamond
Joe & Liz Dilibert
Rita Dillon
Marshall & Mimi Drucker
Jim Dyrness
Reg & Jan Fear
Jim & Kathy Forman
Imre & Patricia Foti
Ralph Gerrard & Susan

Leeper
Valerie Giudici

Vorda Gordon
Dr. Stuart Grant
Helena Gratland & Bob

Mazzocco
Connie Greenberg
Eunice Greenwood
Harry & Karen Griffin
Dennis Hall & Evelyn

Rollins
Chuck Hardinghaus 
Bill & Elinore Hedgcock
Harley & Alice

Higginbotham
Dr. Craig & Jeannette Hoeft
Pamela Hoey
Lilo Holzer
Mike & Gwen Houlemard
Daina Johnson
Mitch & Lorraine Kaye
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 & Maddy Maskell

Randy & Pat Maskell
Dr. Peter & Juliane McAdam
Dr. Jeanine McMahon
Mary Alice Milward
Bob & Barbara Moering
John & Mary Morrow
Irene Murgida
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
William & Evelyn Schirmer
Bob & Cindy Sieke
John & Dianne Simes
Louise Sirianni
Carole Steen
Mitch & Ilona Stein
Giselle Temmel
David & Kellye Wallett
Jeff & Pam Wheat
Don & Lorraine White
Jack & 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:

Jeff and Karen Brown

Bob Mazzocco & 
Helena Gratland

22 - Emil Klimach
23 - Lynne Dibble
24 - Jeanine McMahon
26 - Debbie Rosell
27 - Lilo Holzer
27 - Randy Maskell
28 - Louise Sirianni
29 - David Lessley

APRIL
2 - Peter Gilbert
2 - Noreen DeAngeles
3 - Giselle Temmel
4 - Earle Sanders
4 - Marv Elkin
4 - Judy Quist
6 - Carole Steen
6 - Jim Rossi
6 - Ken Reed
7 - Vonda Neundorf
7 - Ginny Buonauro

7 - Kelley Brock
8 - Harry Mackin
8 - Eugene Orlowsky
9 - Harry Griffin

11 - Bruce Oldham
12 - Jay Malinowski
12 - Gregory Banuilos
13 - Karen Fond
15 - Toby Zwikel
18 - Gilbert Pasley
19 - Kathy Allie
19 - Gary Nelson
20 - Robert Benjamin
20 - James Kinmartin
23 - Linda Jamentz
24 - Pam Wheat
29 - Duane Beekman
29 - Lenda Nicholson
30 - Daina Johnson

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

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

Susan
Susan@cfsburbank.com
Phone: 818-846-8092, ext. 21

(Clients A-K)

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

Staff Contact Info
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Anna’s Recent Read: FICA takes bigger bite in 2014

Clients who are among the estimated 10
million Americans who earn more than
$100,000 per year, will fork over a bigger
slice of their paycheck to Social Security
and Medicare taxes in 2014. 

The maximum amount of a worker's pay
subject to Social Security taxes — the so-called “wage base” —
increased 2.9% this year to $117,000, from $113,700 in 2013. 

The Social Security tax rate of 12.4%, split evenly between
employers and employees, remains the same. That means top
earners will pay $7,254 in Social Security taxes in 2014, up about
$200 from 2013's $7,049.40. 

Self-employed individuals pay both the employer and employee tax
for a maximum Social Security tax of $14,508, but they can deduct
half their Federal Insurance Contributions Act taxes on their
federal income tax return. 

But the tax hike doesn't stop there. 

Employees and employers also each pay a 1.45% Medicare tax on
all wages with no cap. The self-employed pay a combined Medicare
tax of 2.9%. 

And high-income workers with wages or self-employment income
that tops $200,000 for individuals, $250,000 for married couples
filing jointly or $125,000 for married couples filing separately will
be subject to an additional Medicare surcharge of 0.9%. 

The Medicare surcharge, which first took effect last year, is
calculated on federal income tax returns. So individuals won’t feel
the sting of the initial tax hike until they file 2013 taxes this year.

Meanwhile, 63 million retirees and disabled individuals will receive
a 1.5% bump in their Social Security benefits in 2014. The Medicare
Part B premium, which is usually deducted from Social Security
benefits and covers doctor visits and outpatient services, will
remain the same at $104.90 per month for the majority of
beneficiaries, so net Social Security benefits will be modestly
higher. 

The maximum Social Security benefit for a worker retiring at full
retirement age of 66 in 2014 is $2,642 per month, up from $2,533
per month last year. 

The earnings caps for those who begin collecting Social Security
benefits before their full retirement age while they continue to
work increases $360 per year to $15,480 in 2014, up from $15,120
in 2013. Those who earn more than that will lose $1 in benefits for
every $2 earned over the limit. 

A more generous earnings cap applies in the year someone reaches
full retirement age. They can earn up to $3,450 per month (or
$41,400 per year) in the months leading up to their 66th birthday,
up $5 per month from 2013. 

Earnings over those limits will trigger the loss of $1 in Social
Security benefits for every $3 earned above the cap. 

Earnings cap restrictions disappear once full retirement age is
reach, meaning once an individual turns 66, he or she can continue
to work while collecting Social Security with no loss in benefits.

Information compiled by Anna Luke

Here is Ken and Anna with Lori
D. Mills, CFA, Director and Don
Mueth, CFA, Managing Director
with Guggenheim Investments,
at a recent Wealth One
Conference in Arizona.

Here is Anna Luke with
Hall-of-Fame Basketball
Player, Bill Walton
recently at a WealthOne
seminar in Arizona.

Housing

Despite the increase in home sales, the homeownership rate will
keep sliding.  Now 65% (down a high of 69% in 2005), it’s headed
to 61% - 63% roughly where it was 50 years ago.  The biggest
decline is in the share of younger folks who own homes.  For
those ages 35 and under, it dropped from a high of 42% to 37%.
Millennials face some especially rough challenges to owning
their own homes: A scarcity of well-paying jobs, tight credit,
burdensome student loan debt and the loss of wealth
accumulated early in their careers when financial markets
crashed in 2008. Plus many faced foreclosure during the
recession and are now leery of homeownership.

And new mortgage lending rules may make it tougher for some
borrowers to secure financing.  Intended to prevent another
epidemic of too-easy credit, the regs establish tough standards
for “qualified mortgages.”  And they encourage lenders to abide
by standards by offering them protection from some lawsuits if
they do so.  Thus, would-be homeowners who don’t quite fit the
qualification profile are likely to be cut out, even though they
may not represent an especially dicey credit risk.

Source: Kiplinger Letter
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Brain Teaser #74 – “Missing Links”

Use your smartphone
to visit our website!

We’ve done the first one, and
when you’ve finished them all,
the first letters of the link words
will spell another word.

The first person with the correct
answers will receive an American
Express gift card. Please email
your answers to Martha at
martha@cfsburbank.com.

Brain Tease #73 – Answer

Statistics from the IRS show that the top 1% of taxpayers (filters with adjusted gross
income of at least $369,691) paid 37.4% of all federal income taxes in 2010.  The highest
5% (those with AGIs of least $161,579) paid 59.1%, and the top 10% (those with AGIs
of at least $116,623) bore 70.6% of the total income tax burden.  Meanwhile, the bottom
50% of all filters paid 2.36% of the total federal income tax take, mainly because of tax
credits that wiped out tax liability and produced refund check.

Source: Kiplinger Personal Financial Adviser Letter

Yes, Virginia, the Rich Do Pay Taxes

…aging brains are more vulnerable
to fraud? The anterior insula, an area
of the brain that helps interpret the
trustworthiness of people does not
function as efficiently in people over age
55 as it does in younger people.  This
may explain why older people are more
likely to fall for financial scams.  Source:
Proceedings of the National Academy of
Sciences.

…bank branches are being eliminated?
There was a loss of 1,118 branches last
year, the biggest drop since 2005.  Bank
of America had a decrease of 244
branches.  To save money, banks are
closing less-used branches and focusing
branch networks on big cities and areas
with large populations and lots of
money.  Source: Money, CNN.com

…young drivers still are texting
while driving? Recent finding: Nearly
seven out of 10 drivers between the
ages of 18 and 29 text while driving…
and 50% surf and Internet while behind
the wheel.  Source: State Farm Insurance.

…business travelers prefer Starbucks?
Its name showed up most often on
expense reports last year and the
average bill was $7.54.  McDonald’s
came in second, and with receipts
averaging $6.73.  Source: Certify, an online
travel expense and management company.

Did you know that…

The potatoes, Vic eats only things that grow
on vines.)

The first response with the
correct answer came from
Louise Sanchez. 

Congratulations 
Louise!

FULL _______________ SIGN

NEW _______________ STRIPE

NOAH’S _______________ ROYAL

BLACK _______________ CREAM

MAIDEN _______________ DROPPER

STOP
Which word links the one on the left with the one on the right?  


