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Real Returns  
 

 
 

We as investors often use the term “safe.” My question to you is, “What is a safe investment?”  

 

We should start by making sure that our definitions of “safe” match. To me, the word safe means preserving 

purchasing power over time. That is, after taxes and after inflation I can buy the same (or more) goods and 

services with my money that I could before. You might note that is different than saying that I have the same 

number of dollars as before. 

 

So with that definition in mind, is a CD a “safe” investment? Let’s examine. 

 

Below is a chart that illustrates the following over the past 20 years: 

• 1-Year CD rates  

• Estimated tax impact 

• Inflation impact 

• The resulting “real return” for an example CD investor 

 



 
 

I’ll give you just a moment to get over the shock of remembering a time when CD rates did not approximate 

0%. Yes, back on 12/29/2000 1-Year CD rates were 6.28%!!! 

 

You will notice when you start with the 12-Month CD Yield, then adjust for taxes and inflation, the resulting 

real return of a CD over the last 20 years has been negative in 15 of the 20 years. In other words, after receiving 

your principal and interest back from the bank and paying taxes, you could buy less with the remaining funds 

than you could 1 year earlier.  

 

Inflation Alone Eroded 97% of the Return of CDs Over the Past 20 Years 

 

 
Data Source: Bloomberg FactSet and Hartford Funds, 1/19. From 12/31/99-12/31/18, the average annual return for 12-month CDs was 

2.28%; the average annual return for Inflation (Consumer Price Index) was 2.18%. 

 



This chart illustrates the growth of a hypothetical $10,000 investment in 12-month CDs before and after 

inflation from December 31, 1999 to December 31, 2018. Inflation consumed 97% of the return that CDs 

provided over this period. If you also add the tax impact, the real return is even less.  

 

The word I use to describe CDs is “stable.” Stability is the maintenance of consistent pricing. Although there 

are benefits to investing in CDs, there are also risks. Because of the inherent stability and the short-term nature 

of CDs, the corresponding interest rate is usually lower than investments that involve higher risk(s). In addition, 

CDs sold prior to maturity may be subject to early withdrawal penalties. Investors should always consider 

carefully the pros and cons of every investment, including those with a CD.  
 

References: 

1. CD rates are proxied by bankrate.com’s 12-month CD national average 

2. Taxpolicycenter.org 

3. Inflation rates based on the Consumer Price Index (CPI) 

 

No Recession On The Horizon 
by Brian Wesbury & Robert Stein of First Trust  

 

 
 

Since the earliest days of the current economic expansion, there have been naysayers asserting the US was on 

the brink of another recession. Remember all the fear about another wave of home foreclosures, or a disaster in 

commercial real estate, or the Fiscal Cliff, or Greece potentially leaving the Eurozone, or German bank defaults, 

or even the inverted yield curve earlier this year? The list goes on and on. 

 

One by one, the pessimistic theories have been proven wrong. Yes, the US will eventually fall back into a 

recession. But we don't see it happening this year or next, and probably not in 2021, either. 

 

It's early, but we think the US economy is poised to grow around 2.5% in 2020, about the same pace as this 

year. Earnings remain at solid levels in spite of the headwind of trade uncertainty, which should diminish in the 

months ahead. Technological innovation is proceeding at an amazing pace. The key M2 measure of the money 

supply has accelerated; M2 is up 6.6% in the past year versus a 3.5% gain the year ending one year ago. 

Businesses are continuing to adjust to a lower corporate tax rate and a better regulatory environment. 

 

This does not mean that every aspect of the US economy is going to be rainbows, teddy bears, and flying 

unicorns. We are not experiencing the rapid economic growth we had back in the mid-1980s or late-1990s. But 

the economy has picked up from the Plow Horse pace of mid-2009 through early 2017. 

 



While we expect the economy to grow around 2.5% next year, some sectors won't do quite as well. For 

example, fundamentals like driving-age population growth and scrappage rates suggest sales of cars and light 

trucks (like pick-ups and SUVs) will probably continue to slow somewhat in the next few years. This isn't 

reason to shed macroeconomic tears, however. Auto sales have been gradually slowing since 2016 while the 

overall economy has accelerated. 

 

Just look at Friday's employment report, which beat consensus expectations and revised up job growth for prior 

months. Unemployment ticked up to 3.6%, but essentially it was unchanged (from 3.52% to 3.56%) and is at a 

50-year low. And, just about every category - female, non-college graduate, minority groups - are seeing 

unemployment rates near the lowest levels on record. 

 

Although some analysts are bemoaning softness in business investment, "real" (inflation-adjusted) business 

investment is still 14.3% of real GDP, which is a higher share of real GDP than in any previous business cycle 

expansion. As a result, while productivity growth looks to have been tepid in the third quarter, the underlying 

trend has picked up, and that means faster growth in living standards than during the Plow Horse phase of the 

expansion. 

 

Perhaps the biggest oddity is that Federal Reserve just finished cutting interest rates at three consecutive 

meetings. At the end of 2018, the Fed was projecting it would raise short-term interest rates 50 basis points this 

year, while forecasting the US economy would grow 2.3%, unemployment would drop to 3.5%, and PCE prices 

would increase 1.9%. The forecasts for growth and unemployment look solid, although PCE prices will be up 

more like 1.5% this year versus 1.9%. That shortfall in inflation doesn't justify a turnaround from planned hikes 

to three cuts. 

 

In turn, the current stance of monetary policy - and the Fed looking unlikely to raise rates anytime soon - 

suggests the path ahead is solid for economic growth and bullish for equities.  

 

Google’s Quantum Leap 

  

 
 

Google says it’s achieved quantum supremacy. What exactly does that mean??? 

 



Here is a quick physics refresher: Everything on the planet is composed of atoms. There’s a set of rules for how 

atoms typically behave. That’s physics. But when those atoms are in places that are either a) super small or b) 

super cold, it can get crazy and they behave in a completely different way. That’s quantum physics. 

 

In a traditional computer a processor considers “bits” of information assigning a 1 or a 0. In a quantum 

computer, the bits become qubits and can behave like a 1 and a 0 at the same time, and the result just might be 

something amazing. This quality allows each qubit to perform more than one calculation at a time, speeding up 

computation in a manner that seems almost miraculous. 

 

Now back to Google. Google’s quantum computing chip, dubbed Sycamore, completed a calculation that would 

have taken a supercomputer at Oak Ridge National Laboratory 10,000 years, not in a year, not in a day, but in 

200 seconds! 

 

What will technological breakthroughs produce in the next few years? I can’t wait to find out! 

 

Stats of the Month 

 

Health Insurance – The average annual cost for health insurance coverage for a family plan in 2019 is 

$20,576, with the employer paying 71% of the total ($14,561) and the employee paying 29% ($6,015). Ten 

years ago (2009), the average cost was $13,375 and the employer/employee split was 74/26. 

 

Death in Retail – 8,567 American retail stores have closed YTD through 9/27/19, exceeding the all-time record 

of 8,139 store closures from 2017. 

 

Workers Needed – From the 2.264 million job openings in America reported in July 2009 while the country 

was mired in a recession, the number of job openings has jumped to 7.051 million as of August 2019. The 4.787 

million increase in job openings since mid-2009 is equal to 95,740 new available jobs in each of our 50 states. 

 

Capitalism in China – China’s economy, worth $14 trillion today, is 80% owned by individuals in the private-

sector, compared to being 50% private-sector owned in the late 1990s and 0% private-sector owned in 1978. 

 

Watch That Weight – 39.8% of American adults are obese, a threshold that is defined as having a “body mass 

index” (BMI) of at least 30. BMI is a ratio calculated using an individual’s height and weight. 30.5% of adults 

were measured as obese in the year 2000. 

 

A 100-Year High – U.S. field production of crude oil was an estimated 12.6 million barrels a day in October 

2019, the highest single month recorded in our nation's history based upon data maintained since January 1920. 

 

Early Out – 37% of American seniors report they retired earlier than planned as a result of health problems, 

buyout packages, layoffs, grandchildren, or caring for an aging parent. 

 

New Record – More corporate bonds (by dollar amount) were issued globally ($434 billion) in September 2019 

than in any month in history, fueled by historically low worldwide interest rates. 

 

Easy Come, Easy… – A study involving 2,500 wealthy families over decades of wealth transfers across 

generations found that on average only 30% of the original family fortune remained at the end of the 2nd 

generation, and only 10% remained at the end of the 3rd generation. 

 
Sources:  “Capitalism Alone” by Branco Milanovic, CDC, Coresight Research, Dealogic, Health & Retirement Study, Kaiser FF, US 

Dept of Energy, US Dept of Labor, Williams Group 

 



The Markets 

 

What a difference a month makes. The market was terrified in early October with the S&P 500 losing 130 

points (-4.3%) over a three-day period. Investors were asking if the global slowdown in Europe and the trade 

war with China finally broken the Teflon skin of the U.S. economy. The S&P 500 and NASDAQ Composite set 

a new all-time high on November 1, so the evidence supports a resounding no as the answer. With 71% of the 

S&P 500 companies reporting third quarter results, 76% have come in above consensus estimate earnings, 

beating those estimates by an average 3.8%, while 61% have beaten analyst consensus sales estimates. 

 

US Market Highlights Global Market Highlights 

    

Consumer Confidence 
 

Brexit  

Jobs  Tariffs  

Consumer Spending 
 

Oil 
 

GDP 
 

US Dollar vs Euro 
 

Interest Rates 
 

MSCI World & Emerging Markets 
 

Taxes 
 

Gold, Platinum, Silver 
 

US Stock Market 
 

Canada, China, Germany 
 

 

Here are the selected updated market stats: 
 

Index 10/31/2019 12/31/2018 12/31/2017 12/31/2008 12/31/1998 

DJIA 27,046 23,327 24,719 8,776 9,181 

NASDAQ 8,386 6,635 6,903 1,577 2,193 

S&P 500 3,038 2,507 2,674 903 1,229 

MSCI EAFE 1,955 1,720 2,051 2,849 2,631 

10 Yr UST Yield 1.69% 2.67% 2.40% 2.48% 4.66% 
 

** Source: Yahoo Finance, MSCI.com 
 

Summary 

 

In the business of investing, there is always the question of price versus value. In other words, is the price we 

must pay for a given investment supported by the value we receive in the purchase?  

 

Here are a few economic bullet points to consider: 

 

• The Fed lowered its benchmark funds rate by 25 basis points last week to a range of 1.5% to 1.75%, as 

expected. This keeps pressure on the 10-year Treasury, now yielding 1.73%, while the S&P 500 

dividend yield is 1.87%.  

 

• U.S. employers added 128,000 jobs in October, the Bureau of Labor Statistics said in its monthly jobs 

report. 

 

• Factory activity in China expanded at its fastest pace in more than two years in October as export orders 

and production rose. 

 

• There is a monstrous amount of capital on the sidelines. Money market inflows have been climbing in 

2019, with assets now totaling $3.49 trillion. (source: Seeking Alpha) 



 

• With 71% of S&P 500 companies reporting, as of November 1, 76% of those companies beat earnings 

expectations and 61% beat sales expectations. (source: FactSet) 

 

Looking at this I must conclude that interest rates are historically low (along with corporate tax rates), there is a 

ton of money on the sidelines in money market funds earning very little, China is showing new signs of life, the 

US economy is strong, and too many investors are stubbornly bearish. This environment sounds like a good 

time to be an investor! 

 

PS – Remember the inverted yield curve and the talk that “always” leads to recession. The Federal Reserve cut 

interest rates for the third time in three meetings, as expected, and that effectively “un-inverted” the yield curve. 

So much for inversion-phobia. Most Fed experts believe that the “data dependent” Fed is on hold and may not 

cut rates much further. I agree with this consensus, so if the Fed makes any further interest rate cuts, it may be 

due to lower Treasury yields and softer economic data. 

 

Would You Move to Tulsa for $10k?  
 

 
 

10,000 people tried to do just that! 

 

What do I mean? The George Kaiser Family Foundation came up with a plan dubbed Tulsa Remote. Here’s the 

deal: move to Tulsa and commit to stay for 1 year and the foundation will pay an initial $2,500 for relocation 

expenses, a $500 monthly stipend and a final payout of $1,500 once the program is completed.Within 10 weeks 

of announcing the program last year, 10,000 people applied, according to Next City. Of the 10,000 applicants, 

100 people were accepted, and 75 actually made the move. 

 

A majority of the people who moved to Tulsa are from California, Massachusetts, and New York. Madeline 

Kelley fled Williamsburg, picking Tulsa over Brooklyn. Megan Villanueva, who left Washington D.C., is now 

paying $1,650 for a 2-bedroom house near downtown. And she’s considering buying a home. So will Tulsa 

become a hotspot for priced-out Californians and New Yorkers? 

 

The word is that the program will expand to pay another 250 to 300 applicants next year. Tulsa believes the 

investment is worth it. Kaiser program manager Aaron Bolzle says the newcomers offer social and economic 

opportunities to longtime residents. 

 



With high housing prices on the coasts and remote work becoming more common, should the Detroits and 

Cincinnatis of the world create comparable incentives? Vermont has tried a similar plan, offering $10k to a 

select few transplants. Maine has a student loan payback program.  

 

In Ardmore, we’ve talked for years about how to attract a bigger workforce, and obviously we are not alone in 

that discussion. 

 

Quotes of the Month 

 

“Twenty years from now you will be more disappointed by the things you didn’t do than by the 

ones you did do. So throw off the bowlines. Sail away from the safe harbor. Catch the trade 

winds in your sails. Explore. Dream. Discover." 

-- Mark Twain 

 

"Success usually comes to those who are too busy to be looking for it." 

-- Henry David Thoreau 

 

“The art of living easily as to money is to pitch your scale of living one degree below your 

means.” 

-- Sir Henry Taylor 

 

“My mission in life is not merely to survive, but to thrive; and to do so with some passion, some 

compassion, some humor, and some style.” 

-- Maya Angelou 

 

Riddle of the Month  
 

Round like an apple and deeper than a cup, yet all the king’s horses can’t pull it up. 

What is it? 

 

Last Month’s Riddle 

 

During what month do people sleep the least, on average? 

 

Answer: 

 

February of course (there are less days ☺) 

 

Best regards, 

. 
Ryan Hobbs, CFP® 

. 
Ryan Hobbs Investment Services 

1119 Walnut Dr., Ste. 1 

Ardmore, OK 73401 

580-224-9977 or 866-808-9977 

. 
Securities and advisory services offered through Geñeos Wealth Management, Member FINRA/SIPC 



. 
P.S.  Please feel free to forward this commentary to family, friends, or colleagues.  If you would like us to add 

them to the list, please reply to this email with their email address and we will ask for their permission to be 

added.  If you are new to our E-News, we welcome you and hope you enjoy it. 
 

The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the US stock market. 

The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks. The NASDAQ Composite Index is 

an unmanaged, market-weighted index of all over-the-counter common stocks traded on the National Association of Securities 

Dealers Automated Quotation System. Yahoo! Finance& msci.com are the sources for reference to index values at specific points.  

You cannot invest directly in an index. Opinions expressed are subject to change without notice and are not intended as investment 

advice or to predict future performance. Consult your financial professional before making any investment decision. Past performance 

does not guarantee future results. To unsubscribe from Ryan Hobbs E-News, please reply to this e-mail with “unsubscribe” in the 

subject line. 


