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From Anna’s Desk: China

Washington has real leverage over
Beijing, which still depends on
advanced U.S. tech. Landing on the
U.S. government’s technology
blacklist is enough to topple a major
Chinese tech company. But what
hurts China can also hurt the U.S.
That’s the nature of complex global
supply chains, where a product may
be designed in Silicon Valley but
manufactured in Taiwan and
assembled in China. Much depends
on how far Trump will go in his
campaign to make Beijing play fair.
If a deal with China to end the
countries’ ongoing trade war proves
elusive, tougher measures will likely
follow. 

One possible option: Stricter export
controls that Congress authorized in
legislation last year for emerging
technologies such as artificial
intelligence. U.S. tech companies
fear such a step will hurt their
bottom lines and hinder innovation
by limiting funds for future research
and development. U.S. chip makers,
in particular, dread being unable to
sell to China’s roughly $200-billion
semiconductor market. It would

strengthen China’s resolve to boost
technological innovation and achieve
self-sufficiency in key industries
under the Made in China 2025 plan.
Despite a history of intellectual
property theft, Beijing also has a
proven track record of innovation:
China is responsible for 219 of the
world’s 500 fastest supercomputers.

Also in the crosshairs: Visas for
Chinese students and researchers in
fields deemed vital to U.S. national
security. U.S. officials plan to tighten
visa procedures and up security
requirements in order to clamp down
on potential economic espionage.
Restrictions could redound to
China’s benefit by encouraging more
students to study in China or return
home after graduation, depriving the
U.S. of their talents. Many U.S.
colleges would also suffer financially
from a drop in Chinese enrollment. 

Silicon Valley is already feeling the
impact of this legal and political shift.

Stronger rules on foreign investment
in U.S. companies are scaring away
money from Chinese investors, who
abandoned deals worth more than
$2.5 billion in 2018. 

Supply chains are shifting. Apple, for
one, is considering moving up to 30%
of its production capacity out of
China as the risks of manufacturing
there grow. Other companies are also
seeking alternatives, such as
Vietnam, amid tariff fears. China
accounts for a whopping 70% of U.S.
imports of major consumer
electronics. 

A return to business as usual is
unlikely. Even if the trade war is
resolved, U.S.-China competition...as
well as potential risks for U.S. tech
firms...will endure.

Information compiled by Anna Luke; 
The Kiplinger Letter 

and Retirement Watch 
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The time is ripe to convert traditional, pretax retirement
accounts to Roth-style accounts.

Low individual tax rates by historical standards and a
pending reversion in 2026 to the higher rates that preceded
the new tax law make this an opportune time.

There may be an additional incentive if the stretch IRA, a
popular estate-planning vehicle, were to disappear courtesy
of retirement legislation being weighed in Congress.
Beneficiaries would have to take distributions from inherited
individual retirement accounts in a compressed time frame,
increasing the likelihood that withdrawals from traditional
IRAs bump heirs into higher tax brackets — thereby making
tax-free Roth distributions a valuable prospect.

We have a few strategies at their disposal.

Backdoor Roth IRA

Roth IRAs have income limits — in 2019, single people
cannot contribute to a Roth IRA if their modified adjusted
gross income exceeds $137,000. But high-income clients can
still get money into a Roth IRA via a so-called backdoor Roth
IRA.

This strategy entails a two-step process: contributing money
to a non-deductible IRA and then converting the account to
a Roth IRA. This strategy was not possible prior to 2010
because of income limits on Roth conversions of traditional
IRAs.

There are a few caveats. An individual with multiple IRAs is
subject to an IRA aggregation rule, which takes all IRA
assets — including pretax IRAs — into account when
determining a conversion's associated tax. We can sidestep
the problem by rolling pretax IRA money into a 401(k) plan,
which is not subject to the aggregation rule.

Further, under something called the "step transaction
doctrine," if the two steps of a conversion are completed
within too short a time frame, the Internal Revenue Service
may determine that they were really part of one transaction.

In that case, the IRS would treat the transaction like a Roth

IRA contribution made by a high-income individual — a
breach of tax rules. We like to typically wait a full year
between the contribution and conversion to avoid this.

Mega backdoor Roth

This strategy is similar to the backdoor Roth, but done
within a 401(k) plan. The strategy entails making an after-
tax 401(k) contribution and then doing an in-plan conversion
to a Roth account using the after-tax money.

The higher 401(k) contribution limits allow clients to deal
with larger sums of money.

A few caveats: Business-owners need to ensure the strategy
would not cause their 401(k) plan to fail non-discrimination
testing. The 401(k) plan must also allow for after-tax
contributions. Everyone must max out their pretax and Roth
contributions before making after-tax contributions.

Conversion-cost averaging

Since the 2017 tax law ended allowances to recharacterize or
undo a Roth conversion, more people might choose
conversion-cost averaging, a timing strategy similar to
dollar-cost averaging. If a person wants to convert $120,000
to a Roth account during the year, they can consider doing
$30,000 a quarter or $10,000 a month, for example, rather
than converting the whole thing at once.

Conversion barbelling

This is another timing technique. People will often try to "fill
up" marginal tax brackets via Roth conversions. For
example, if an individual is $10,000 shy of being subject to a
higher tax bracket, an adviser may choose to do a Roth
conversion for precisely $10,000, thereby avoiding that
higher rate.

This precision is difficult early in the year when there is no
clear sense of income and expenses. As a workaround,
individuals can choose to "barbell" conversions, by converting
a chunk of money at the beginning of the year and the rest
toward yearend when more is known. 

We can even combine the conversion-cost averaging and
barbell strategies by using the former in the first half of the
year and the latter in the second half of the year.

Source: Investment News

4 Strategies for Roth conversions

What’s News

Business & Finance 

The U.S has told the German government that it would limit
intelligence sharing with Berlin if Huawei is allowed to build
Germany’s next-generation mobile-internet infrastructure. 

Source: The Wall Street Journal 



ECONOMIC FORECASTS

GDP Growth
2.5% in 2019 and 1.8% in 2020
Down from 2.9%, in 2018

Interest Rates
10-year T-notes staying in low 2%
range until trade war ends

Inflation
2.0% at the end of 2019
From 1.9% at end of 2018

Unemployment
Ending 2019 at 3.6%
From 3.7% currently

Crude Oil
Trading from $60 to $65 
per barrel in August

Corporate Earnings
Large firms up 2% in 2019
11% in 2020

Source: The Kiplinger Letter

As of July 19, 2019
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Staff Contact Information

Anna         Anna@cfsburbank.com
                  Phone: 818-846-8092, ext. 3

Lisa           Lisa@cfsburbank.com
                  Phone: 818-846-8092, ext. 3

Einar        Einar@cfsburbank.com
                  Clients (H – M) (S – Z)
                  Phone: 818-846-8092, ext. 2

Martha     Martha@cfsburbank.com
                  Clients (A – G) (N – R)
                  Phone: 818-846-8092, ext. 4

Victor       Victor@cfsburbank.com
                  Phone: 818-846-8092, ext. 5

Kayleigh  Kayleigh@cfsburbank.com
                  Phone: 818-846-8092, ext. 7

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

Innovation

Your next salad might include leafy greens grown by robots in
California greenhouses. About 75 percent of the lettuce farmed
in the U.S. comes from that state’s Central Coast and San
Joaquin Valley. Cultivating it requires warm temperatures, not
too much rain, and lots of time and labor. Startups such as Iron
Ox, a maker of agricultural robots, and big players such as
John Deere are investing in artificial intelligences to raise
produce more efficiently.

Source: Bloomberg Businessweek

Staff Announcements

Please be aware of some changes to your CFS staff.  

Hebert ("Ever") Pacheco has left CFS this past month, heading off to what we
hope will be great opportunities for him.  We wish him the best as he enters this
new chapter in his life.

We are working to ensure our service to you experiences no disruption.  If your
last name begins with the letters A through G and N through R, Martha Macias
ext. 4 is now handling all your day-to-day needs.  Those of you whose name begins
with the letters H through M, and S through Z have Einar Gemio ext 2 taking
care of you.  These two professionals have already worked with most of you.  If
not, we expect any change will be to your highest satisfaction.  It is important to
us that it is! 

Anna's husband, Victor Luke, has now formally joined the CFS family.  After
nearly two decades as an attorney litigating large contract disputes primarily in
the area of construction and land development, Victor is changing his focus of
practice to trusts and estate management.  On top of that, Victor will be obtaining
his licenses in order to perform the functions of a full-service financial adviser.
He has a lot to learn but is a quick study.  Fortunately for Victor, he has Anna's
expertise to help guide him during this big transition.



FINANCIAL INSIGHTS PAGE 5 SEPTEMBER/OCTOBER 2019

CFS Golden Circle – Clients for 20 years or longer

Bob & Martha Agosta
Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
Dr. Martin Barmatz &

Carolyn Small
Bill Beckley
Dave Bochard
Kelley Brock
Harlene Button
Barbara Chasse
Philip Clements & Claudia

Squibb
Louis Darin
Liz Dilibert
Marshall & Mimi Drucker
Phil Efland 
Gladys Eisinger
Reg & Jan Fear
Horace & Betty Jean

Fernandez
Kathy Forman
Ralph Gerrard & Susan

Leeper
Dr. Daniel & Laura

Gollnick
Vorda Gordon
Jim & Marilyn Graves
Harry & Karen Griffin

Kari Groth & Daris
Pedersen

Dennis Hall & Evelyn
Rollins

Candy Hanks
Bill & Elinore Hedgcock
Alice Higginbotham
Dr. Craig & Jeannette

Hoeft
Pamela Hoey
Lilo Holzer
Mike Houlemard
Ken & Betty Iverson
Daina Johnson
Rich & Donna Johnson
Mitch & Laraine Kaye
James & Julia Kinmartin
Emil & Chiching Klimach
Lorraine Leach
Dave & Carolyn Lessley
Jane Lloyd
Harry & Carol Mackin
Jay & Nancy Malinowski
Mike & Jan Malone
Al Maskell
Randy Maskell
Joseph & Toni Miano
Barbara Moering
Mary Morrow 

Peter & Susan Moyer
Roland & Vonda Neundorf
Dave & Pat Newsham
Nancy Nisbet
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Ricky Parker 
Deron & Talin Petoyan
Richard and Kathy Plank 
Al Roeters
Debbie Ruggiero
Joe & Pearl Ruggiero
Louise Sanchez
Earle Sanders
Evelyn Schirmer
Bob & Cindy Siecke
Dianne Simes
Louise Sirianni
Theresa Southwood
Carole Steen
Peter & Linda Vanlaw
Steve Veres
David & Kellye Wallett
Jeff & Pam Wheat
Lorraine White
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 for our recent
referrals go to:

Sean Byrne

Lynne Dibble

Tom and Linda Jamentz

HAPPY BIRTHDAY

SEPTEMBER
1   -  Nancy Malinowski
4   -  Robert Simonfy
6   -  Candace Hanks
8   -  Phil Efland
8   -  Evelyn Schirmer
8   -  Ahny Sevier
9   -  Victoria Lam
9   -  Cindy Altenfelder
18 -  Joe Terranova
23 -  Tom Jamentz
23 -  Ricky Parker
24 -  Robert Veres
24 -  Bonnye Hardinghaus
29 -  Marlene Burton
29 -  Paul Milward
30 -  Cheryl Levy

OCTOBER
2   -  Tim McCool
5   -  Tina Larkins
6   -  Victoria Curea
7   -  Anna Glen
8   -  Simona Elkin
8   -  Donna Mahoney

9   -  Patricia Barmatz
9   -  Jan Loporchio
10 -  Ginny Adrian
10 -  Bruce Nelson
11 -  David Newsham
12 -  Janet Knolhoff

14 -  Elinore Hedgcock
15 -  Jeff Wheat
15 -  Louise Sanchez
16 -  Gary Larkins
18 -  Jane Washburn
19 -  Doug Boehme
21 -  Jacqueline Paredes
22 -  Carmen Luk
22 -  Scott Arnold
25 -  Roger Koll
26 -  Chris Milward
26 -  Kathy Nelson
29 -  Yvette Davis

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.)
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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.

Brain Teaser #106 (Answer)

“Tasty Toss”
Sam: Strawberry Pie, Red Apron
Quinn: Lemon Pie, Brown Apron
Pat: Blueberry Pie, Yellow Apron
Rhonda: Chocolate Pie, Blue Apron

Thanks for all of you who submitted the answers!
The first person with the correct answer was
Kelley Brock. Congratulations, Kelley!

Brain Teaser #107 The army entertainment troupe members
have decided on the order their acts are
to go on stage, but the stage manager has
mixed up the order on his list. Although
each item is in the correct column, only
one item in each column is correctly
positioned. The following facts are true
about the correct order.

1. Private is not second.                              2. Acting is one place below Bark.
3. Buckshot is not second.                          4. Buckshot is one place above Major.
5. Colonel is one place below comedy.       6. Rattle is third.

Can you determine the title, surname, and act for each position?

     Title           Surname    Act

1    Private        Buckshot      comedy

2    Colonel       Trumpet       piano

3    Sergeant     Bark             acting

4    Major          Rattle           juggling

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

Army Show ??


