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From Anna’s Desk:  
Rise In Inflation Expected, But Fed Not Yet Showing Signs Of Concern

   The ingredients for inflation are
present. Fiscal and monetary stim-
ulus are aimed to kick start the
economy. Between the extra money
lawmakers have spent and will spend
soon, the extra stimulus amounts to
about $5 trillion, roughly a quarter of
GDP.  There is a lot of pent up demand
from consumers who have had to
defer much of their normal spending
during the past year, on everything
from meals out to travel to haircuts to
clothes for the office.

   Already signs of inflation are bubb-
ling up. Commodity prices and bond
yields are rising. Although home
prices don’t factor into government
inflation numbers, they jack up many
people’s cost of living.

   The Fed sees all this, but it isn’t
worried. Fed chair Jerome Powell is
betting that inflation won’t get out of
hand, and that reviving the economy
is more important right now. He and
his colleagues want some inflation, not
too much, but something a bit above
the Fed’s traditional ceiling of about
2%. If prices do start to jump, Powell
figures the Fed can lift interest rates
to corale inflation sometime later.
There are reasons to think the central
bank is right. The labor market is still

weak, if you factor in all the people
who lost their jobs and gave up
looking for another one during the
health crisis. So, wages aren’t likely to
start soaring and set off a bout of
general inflation. And while
consumers have a lot of extra cash
from the stimulus checks, much is
being saved or used to pay down debt,
not spent.

   Still, we expect higher inflation
ahead. Not ruinously high, but bad
enough that consumers will notice. In
the next few months, the headline rate
could top 3% in some months, largely
because it’ll be based on comparisons
with depressed prices from 12 months
earlier, when COVID-19 was weighing
heavily on the economy. By year end,
look for the rate to settle around 2.5%
as those prices pressure ease. There
are other risks, too. Bond yields could
rise too much, too fast if investors get
nervous about rising inflation. That in
turn could hammer stocks and slow
economic activity. Note that mortgage
rates are already creeping higher
from the record low levels hit last
year. Rising yields on long term
Treasury bonds would make it painful
for Washington to finance the vast
debts it is accumulating. Congress
can’t keep pouring out money forever.
Someday, the bill will come due.

Information compiled by Anna Luke;
The Kiplinger Letter and Bloomberg Magazine
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• Please welcome Jackie who has 
   taken over administrative
   assistant. She will be a great
   addition to the CFS family.

• Martha has been promoted to
   Operations Manager.

• Kayleigh has been promoted to
   Operations Administrator.
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Stimulus Tax Question Answered

   We just received our second stimulus payment. It was
transferred directly into our checking account. The
deposit date is Jan. 4th 2021. Should we report this on our
2020 or 2021 tax return?

   Stimulus payments are not taxable, so you don’t have to
report it as taxable income on either your 2020 or 2021
return. That said, even though the deposit was made in
2021, you will need to factor in the amount you received
to calculate your Recovery Rebate Credit, which is a
special credit that only applies to the 2020 tax year.

   Like the first one, the second stimulus payment is
considered an advance on that tax credit. The IRS
estimated how much stimulus you were owed based on
your 2019 adjusted gross income. (2018 AGI was used for
first round payments if you didn’t file a 2019 return) If
you are owed more money based on your 2020 income, you
will get it as part of your tax refund. If you received more
than you should have, you do not have to return the
difference.

Source: Kiplinger’s Retirement Report

Meme Stocks? Stonks?
Financial Anarchy?

   Whatever their name, the GameStop stock phenomenon
has investors and especially Wall Streeters wondering
what it means. The price of GameStop stock was $17.25
on Jan. 4th and rocketed to $347.51 by Jan. 27th while it
was pumped by Reddit users intent on punishing short
sellers and reaping staggering rewards, turning early
investors into millionaires within a few weeks. The
Redditor’s campaign went viral hence the meme stock
nickname, inspiring investors to pile on. The particlar
target of the Reddit group WallStreetBets was apparently
Melvin Capital, run by Gabe Plotkin, a former star for
hedge fund titan Steven A. Cohen. The firm had shorted
the stock, so the Redditor’s bought call options with the
intent of pumping the price and calling the stock in a short
squeeze. Melvin Capital lost 53% of it’s capital, leading it
to scramble for an infusion of billions of dollars from
supporters.

   The effort moved on to other stocks such as AMC, but
those efforts were quelled largely by brokers such as
Robinhood limiting trades. And why do Redditor’s or
some people call stocks stonks ? Apparently, it just sounds
funny.

Source: InsuranceNewsNet Magazine
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SPACs are the Investment Darling of the Pandemic

   What do former Speaker of the
House Paul Ryan, former NBA great
Shaquille O’Neal and former nontraded
real estate investment trust czar
Nicholas Schorsch have in common?

   They’ve all been busy pitching
SPACs, an acronym for special pur-
chase acquisition companies, during the
Covid-19 pandemic, and these so-called
blank-check companies have seen a
boom in the past 12 months. SPACs are
all over the place. It’s a cheap way to
raise money with the sponsor pocketing
a chunk of the deal’s equity.

   Through February 26, some 175
SPAC sponsors have debuted on the
public market raising a total of $56
billion, according to a March report by
Yahoo! Finance. In all of 2020 — a
record year for SPAC IPOs — some 223
SPAC sponsors came to market,
according to the report, which cites
recent Goldman Sachs research as its
source.

   SPACs are publicly listed shell
companies that don’t have a viable
business when they start trading;
instead, the money raised from the
initial public offering is used to invest in
private companies in the hopes of
generating returns.

   In other words, it’s a shortcut around
a traditional IPO. That process can be
expensive, time-consuming and poses
plenty of regulatory hurdles.
Investment bankers collect fat fees
from an IPO, and the Securities and
Exchange Commission can make life
miserable as companies race to meet
listing requirements.

IN BRIEF

   Uber will reclassify all 70,000 of it’s
U.K. drivers as workers, entitling
them to minimum wage, vacation pay,
and other benefits. It’s a landmark
decision for the gig economy, whose
employees often enjoy only rudim-
entary protection and few perks.

Source: Bloomberg Businessweek

   The current market heft of SPACs is
formidable. There is currently more
than $100 billion of SPAC capital
seeking an acquisition, according to the
Yahoo! Finance article. That number
could easily multiply as the current
bunch of listed SPACs adds leverage or
sells additional shares.

   Shares are sold at $10 each, often with
a warrant to purchase an additional
share at $11.50.

   But investors pay a price. The new
company and its sponsor get a stake
called a “promote,” essentially paying
themselves typically 20% — a hurdle
critics don’t like.

   After it lists, the new SPAC has two
years to buy the private company.
Critics again question whether that
window of time creates a culture in
which the sponsor is under pressure
and chasing acquisitions for the sake of
acquisitions, to garner the 20%
ownership stake. Shareholders get their
money back with interest after that
time if no deal is struck.

   With hundreds of new blank-check
companies forming in the past 12
months, often with big names from
finance or entertainment attached,
there isn’t enough space in this article
to analyze individual offerings. But
there are clear trends to be mindful of
when considering these companies.

   SPAC investing is often driven by
faith or attraction to the personalities in
charge of the black check company, as
well as Wall Street’s ability to pitch an
easily digested story. 

Note that the three people listed above
each has the adjective “former”
attached.

   Investing in SPACs means side-
stepping the initial public offering
process, and some companies and
investors both currently appear to like
that.

   The boom in SPAC listing and
investing derives from the other broad
trends that have fueled record stock
market highs and traders such as
Roaring Kitty exhorting followers to
take positions in high-risk stocks like
GameStop Corp.

   Record low interest rates mean
borrowing money is cheaper than ever,
so investors are chasing yield, and with
many professionals not spending money
on vacations and nights out, bored
investors stuck at home during the
pandemic are chasing the next hot
stock. With big-name investors and
celebrities heading up this generation of
blank check companies, Wall Street is
going along for the ride.

   SEC issued a warning to investors not
to invest in a SPAC based solely on a
celebrity endorsement. The Securities
and Exchange Commission is
scrutinizing the potential dangers the
new vehicle could pose to those
investors.  

   It’s a fair question to ask if SPACs will
remain an investor darling once the
pandemic has subsided. Are these high-
profile blank-check companies here to
stay? We will see.

Source: Investment News
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CFS Golden Circle – Clients for 20 years or longer

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

Bill Beckley
Dave Bochard
Doug & Rayna Boehme
Kelley Brock
Harlene Button
Kent & Marlene Burton
Barbara Chasse
Philip Clements & Claudia
Squibb

Louis Darin
Miriam Delosantos &
Victor Bornia

Liz Dilibert
Marshall Drucker
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
Loren & Donna Jonkey
Mitch & Laraine Kaye
James & Julia Kinmartin
Emil & Chiching Klimach
Lorraine Leach
Dave & Carolyn Lessley
Jane Lloyd
Carol Mackin
Jay & Nancy Malinowski
Mike & Jan Malone
Randy Maskell
Virginia Mermerian
Joseph & Toni Miano
Barbara Moering
Mary Morrow 

Peter & Susan Moyer
Roland & Vonda Neundorf
Dave & Pat Newsham
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Ricky Parker 
Deron & Talin Petoyan
Galen & Joanne Petoyan
Richard and Kathy Plank 
Judy Quist
Al Roeters
Debbie Ruggiero
Pearl Ruggiero
Louise Sanchez
Evelyn Schirmer
Bob & Cindy Siecke
Dianne Simes
Louise Sirianni
Theresa Southwood
Carole Steen
Stephen Temmel
Joseph & Sharon
Terranova

Peter & Linda Vanlaw
Steve Veres
David 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 to our recent
referral goes to:

Victor Bornia & Miriam Delosantos

Jeff & Pam Wheat

John Smith & Ann Reynolds 

Todd & Camille Bruner

Roger Koll & Marsha Munemura

HAPPY BIRTHDAY
MAY
1    -  Gregory Lucett
4    -  Wayne Orr
7    -  Todd Bruner
7    -  Galen Petoyan
8    -  Jeff Brown
8    -  Jane Lloyd 
9    -  Doug Bremner
10  -  Roland Neundorf
12  -  Bob Siecke
12  -  Joanne Petoyan
14  -  Daniel Gollnick
16  -  Angela Wenum
16  -  Clovis Lofton
16  -  Victor Galdos
17  -  Kathy Forman
17  -  Tony Wade
24  -  Pearl Ruggiero
25  -  Loren Jonkey
25  -  Marty Barmatz
25  -  Jeanette Hoeft
26  -  Michael A Isabela
28  -  Jeff Kagan

30  -  Susan Leeper
31  -  Vincent Campisi
31  -  Raul Molina
31  -  Linda Vanlaw

JUNE
2    -  Vorda Gordon
3    -  Antonio Luisoni
4    -  Doug Froeberg
5    -  Marilyn Luk-Means
5    -  Wayne Wilks
8    -  Carol Loeffler
11  -  Lorraine Leach

11  -  Carolyn Small
12  -  Zel Bagley
12  -  Tom Darin
13  -  Linda Stempel
14  -  Marilyn Graves
14  -  Diane Schoolsky
14  -  Peter W Moyer
14  -  Sylvia Keller
14  -  Sam Sedhom
14  -  David Squibb
15  -  Susan Siess
15  -  Elizabeth Lucas
15  -  Nat Rubinfeld

15  -  Ken Young
17  -  Lou Darin
17  -  Stanley Adelman
18  -  Bill Southern
18  -  Dorothy Fulgoni
19  -  Dennis Hall
19  -  Alma Rubinfeld
19  -  Diane Beekman
19  -  Liz Dilibert
21  -  Patricia Banuilos
24  -  Pete Vanlaw
24  -  Alice Higginbotham
25  -  Brian Askari
27  -  Jan Malone
29  -  Laraine Kaye
29  -  Richard French
29  -  Richard Plank
30  -  Robert Ackerman
30  -  Nancy Askari
30  -  Michelle Karr

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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Brain Teaser #116 (Answer)

Brain Teaser #117

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.

Fair Freddy’s Fondue Fete

Mary is Sally’s daughter.

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

Fair Freddy prides himself on always being fair. When
Fair Freddy Hosts one of his famous fondue parties, he
diligently counts ahead of time to make sure everyone
attending will get an equal number of bread cubes, not
including Freddy, who has to watch his cholesterol. Fair
Freddy invited Faye and Frank Franklin and their family
for fondue. Faye replied, saying that depending on how
much pain their babysitter can stand, the attendees might
be just Faye and Frank, but they may be Faye, Frank and
baby Ford; or they could be Faye, Frank, baby Ford, and
the quadruplets: Fee, Fy, Fo, and Fum. For Fair Freddy to
be fair and have an equal number of bread cubes for each
guest no matter what combination arrives, what is the
minimum number he needs to cut up?

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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