
Registered Representative offering securities through First Allied Securities, Inc.  A Registered Broker/Dealer, Member
FINRA/SIPC.  Investment Advisor Representative offering services through First Allied Advisory Services, Inc.

How to Find the Right Medicare Plan for You

   After a long absence, market volatility
has returned to the markets and head-
lines.   It now seems unlikely that the
Fed will raise rates in September- al-
though they are clearly looking for an
excuse to do so soon.   I feel that this
recent volatility, and the understand-
able anxiety that goes along
with it, are an excellent op-
portunity to review the vari-
ous ways we work to protect
you and your investments.
   We are a conservative firm
and preservation of capital is
a priority.  As we all know,
there is a risk and potential
reward relationship in in-
vesting.  Since we prioritize
preserving capital, we often
take less risk and potentially
miss some gains, but we feel that the
tradeoff is well worth it.
   There are four ways in which I position
monies to reflect this conservatism.
They are: 1) living benefit riders within
annuities; 2) exposure to alternative in-

vestments where appropriate; 3) diver-
sification into moderate-risk choices
within buy-and-hold investments; 4)
willingness to hide in cash or bonds
when actively managing monies under
our FFMS Defensive Growth model.
   Over the years, we have advised most

of our clients over the age of
45 to gain exposure to vari-
able annuities.   Starting in
2007 we moved monies -
frequently, broadly, and ur-
gently - over to annuities
containing living benefit
riders.  These riders essen-
tially protect a given annual
withdrawal in retirement
regardless of gains or losses

in the respective cash ac-
counts.   (Any guarantees are

based on the claims-paying ability of
the issuing insurance companies.  Liv-
ing benefit riders are an option for an
additional premium charge.)  The sub-
stantial decline in the stock market
from late 2007 (See Jeff on page 10)

Jeff’s Market Watch: Protection Against Volatility

   If you are new to Medicare, picking a
plan is a daunting experience.  If you
already have Medicare, ensuring that
you have the best plan year after year
can be a chore.  Depending on your
style, we recommend two different
strategies for picking the right Medicare
plan for you.
   If you’d rather someone else do the
research and legwork, then we recom-
mend that you work through an inde-
pendent insurance professional.
Independence is important because,
like us, that person will be representing
you and not a particular company.  He
or she will be able to enroll you in any
plan in your area.  If you’d like assis-
tance finding an independent insurance
professional, we’d be happy to help.

   For the do-it-yourself person, your
first stop should be the Medicare web-
site (https://www.medicare.gov/).
Click the “Find health & drug plans”
button in the middle of the page.  If you
are new to Medicare, or you want to
keep the search general, enter your zip
code in the “General Search” section
and click “Find Plans.”  If you already
have Medicare, and want to personalize
your search as much as possible, fill out
your information in the “Personalized
Search” section and then click “Find
Plans.”
   There are four information-gathering
steps before the website reveals your
available plans.  One of these steps will
give you the opportunity to enter your
prescription drug (See Plan on page 5)

Announcements

As our thoughts meander toward
the holiday season, we are again
collecting non-perishable goods
for local food pantries.  Each
employee is challenged to bring
donations to make our collection
as large as possible.  We enjoy
sharing our good fortune within
our communities and will once
again donate to our local food
pantries.  We’ll share a picture of
our bounty in the winter newsletter
as well as on our website!

   A hearty ‘thank you’ to all clients
who have contacted Justin to set
up an eMoney account.  This free
website tracks all your invest-
ments in one place with up-to-date
value information.  Contact Justin
if you’re interested in hearing
more.  Did we mention it’s free?

   We’d also like to thank those
who have visited our website at
www.firstfinancialassociatesllc.
com and Facebook page.

   The FFA staff is football crazy.
Our employees are avid fans of
the Patriots, Giants, Broncos, and
Cowboys.  Bring on the football
season!

529 Plans
Purchasing Life Insurance
The Parts of Medicare
Bonds and Bond Markets
Homeowner’s Insurance
Social Security Benefits
Tax Report
Fall Section
Inflation in the U.S.

Information for your financial life

Perspectives
First Financial Associates                                                                       Quarterly Newsletter - Fall 2015

Jeffrey B. Snyder, CFP®
President

2
3
4
6
6
7
8
9

11

 Inside this issue:



Registered Representative offering securities through First Allied Securities, Inc.  A Registered Broker/Dealer, Member
FINRA/SIPC.  Investment Advisor Representative offering services through First Allied Advisory Services, Inc.

Fall 2015
Perspectives - Page 2

529 Plans: Advantages and How They Can Help You Save for College

  A 529 plan is a popular investment
vehicle used to help pay for college. 529
plans function similar to a Roth IRA in
that you can’t take a deduction on your
contribution but the earnings on the
account will grow tax-free for the life of
the account (as long as they are used for
a qualifying educational expense).
Advantages
   Beyond the obvious benefit of tax-free
growth, many states offer their own tax
benefits.  For example, Connecticut al-
lows up to a $5,000 ($10,000 for mar-
ried filing jointly) deduction for state
income taxes for contributions to Con-
necticut’s 529 plan.  Each state offers
their own 529 plan and each plan has
pros and cons, including investment
choices.
   Investors do not have to contribute to
their state’s 529 plan (although they can
lose tax breaks if they don’t), so a Ha-
waii resident could enroll in the 529
plan of Alaska and then use that money
for a child to attend college in Ohio.
Many plans allow the donor to switch
from state to state, so if another plan
becomes more suitable, it is possible to
move the money to another plan. These
options allow for consumers to pick the
plan best suited for their needs with the
reassurance that their choice is not per-
manent.
   Other advantages of 529 plans are that
they are low maintenance and under the
control of the donor, not the beneficia-
ry. This means that whoever contributes

money to the 529 plan chooses when
and how the money is spent.
Impact on Financial Aid
   529 plans that are owned by parents or
by the student are assessed as if they
were parental assets.  This means that
they are assessed at a maximum of
5.64% towards the parent’s expected
financial contribution on the asset side
of the financial aid formula.  Distribu-
tions from 529 plans that are owned by
parents or the student do not count as
income for financial aid purposes.
    529 plans that are owned by grand-
parents do not count as assets when
determining a family’s expected family
contribution.  Distributions used to pay
for college expenses, however, do count
as income for financial aid purposes in
the years that distributions are taken.
Contribution Limits
   As mentioned previously, from the
federal government’s perspective con-
tributions are made with after-tax mon-
ey so therefore there is no deduction
(but some states do allow a deduction).
But contributions do fall under the pur-
view of the gift tax, so as long as you
keep your contributions under
$14,000/year (or $28,000/year per
married couple filing jointly) then the
contributions are excluded from that
particular tax.  If you’d like to make a
larger lump sum contribution, there is a
special exclusion for 529 contributions
from the gift tax that allows you to ac-
celerate five years of contributions at

once (up to $70,000 or $140,000 for a
married couple) and still avoid the gift
tax.  Technically you are spreading the
gift over the five years, but you get to
contribute the money up front and po-
tentially start earning a return on a
higher amount.
   Each state has an overall contribution
limit as well.  Once an account’s value
(or the total of all accounts for that ben-
eficiary) exceeds that limit, no more
contributions can be made.  These lim-
its change from state to state – Connect-
icut’s limit is $300,000.

Withdrawals not used for qualified high-
er-education expenses, earnings are subject
to income taxes at the owner’s rate plus a 10
per cent federal tax penalty.   There is also
the risk that the plan investments may lose
money or not perform well enough to cover
college expenses as anticipated.
   As with other investments, there are gen-
erally fees and expenses associated with
participation in a 529 savings plan.     The
official disclosure statement and applicable
prospectus, which contain this and other
information about the investment options
and underlying investments, can be ob-
tained by contacting your financial profes-
sional.   You should read these materials
carefully before investing.
   If the donor elects to treat contributions as
a gift made over 5 years, and the donor dies
prior to the end of that 5 year period, the
portion of the gift allocable to the period
after the donor’s death will be included in
the donor’s estate.   Estate tax treatment
may differ by state.  Please consult your tax
advisor for more information.

APR on credit card – Interest rates can vary greatly from card to
card. If you are not paying off your credit card debt regularly, it is
important to know the APR on your card and consider switching
to a card with more favorable rates.

How long your savings would last if you could not work – Life
is unpredictable and if you find yourself suddenly unable to work,
it will be helpful to know how long your savings would last.

What your home insurance covers – While home insurance
tends to have similar basic coverage, different policies cover
different things.  Make sure you are aware of what is and isn’t
covered under your current home insurance.  For more informa-
tion see Understanding Homeowner’s Insurance on page 6.

Your Credit Score – Many people don’t keep track of their credit
score and are unaware of what factors can affect it.  A poor credit

score can make it difficult or impossible to get a competitive
mortgage, credit card or loan.  Worse yet, there could be a
mistake on your credit report that is artificially depressing your
credit score, so it pays to review your credit reports.

The phone number for your bank – Save your bank’s phone
number in your contacts so you can quickly call and cancel a card
if it’s lost or stolen.

Your employee benefit package – Sometimes people aren’t
aware of benefits they could use, or perhaps how they can use
them.  Types of insurance, discounts, and employer matches for
a retirement plan are just some of the information that you should
check on from time to time.

Do You Know These Personal Finance Facts?
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   Have you ever wondered why we ask
questions about investments held out-
side of our firm?  Sometimes clients
are reluctant to share because they are
afraid that we have an ulterior motive.
The reality is that we are required to
request this information and more to
ensure our recommendations are suit-
able for your unique situation.
   We are regulated by an organization
called FINRA and their suitability rule
(FINRA Rule 2111) requires all invest-
ment professionals to ask questions
about investment expertise, risk toler-
ance, tax status, annual income, net
worth, liquidity needs, investment ho-
rizon, investment objectives, and oth-
er investments.  Known as the “Know
Your Client” rule, it is designed to
make sure that each investment pro-
fessional has an accurate picture of

your financial life and can then make
proper, appropriate, and suitable rec-
ommendations.
   For example, if your 401(k) is allocat-
ed aggressively, it is important that we
know how it is allocated when we rec-
ommend an allocation for another
portion of your portfolio.  Perhaps
your other investments are too con-
servative for your risk tolerance and
objectives.  Or, there is too much rep-
lication between investments and you
lack portfolio diversification.
   As you can see, there are many com-
pelling reasons to insist that your in-
vestment professional fully
understand your total financial pic-
ture.  Help us help you by providing
these essential details so we can be
sure our recommendations are suit-
able for you.

Why We Need to Know What We Need to Know

   Life insurance is an essential part of
your financial plan that allows your
family to maintain their way of life in
the event of your passing.  If your family
suddenly lost your income, there would
be a dramatic impact on the financial
well-being of the people you care about
the most.
   We all recognize the importance of life
insurance, but sometimes we don’t
make it a priority because the decision
can seem overwhelming and it can be a
difficult conversation.  To help prepare
first-time purchasers of life insurance,
we’ve assembled a quick guide to pur-
chasing life insurance:

   Type of Insurance: there are many
types of life insurance which is one rea-
son the life insurance question can be
overwhelming.  Put simply, there are
two major types of protection: perma-
nent and non-permanent.
   Permanent life insurance includes
whole life, universal life, and variable
life – all of which have their own varia-
tions.  Permanent life insurance policies
cover you for the rest of your life (as
long as premiums are paid fully and on

time) but are more expensive than non-
permanent forms of life insurance.
   Non-permanent life insurance is also
called term insurance.  Term insurance
pays a benefit in the event of death dur-
ing the term of the policy.  Terms are
typically anywhere from five to thirty
years and premiums are less expensive
than permanent insurance because the
life insurance companies may not have
to pay the benefit.
   Coverage: a general rule of thumb is
to carry coverage that is at least seven to
ten times your annual income to help
ensure your family can maintain its
standard of living without your income.
But there are other factors to consider
depending on your unique situation in-
cluding childcare costs, education, or
other household needs.  Also, if you
choose term coverage, you should con-
sider matching the term coverage to the
term of your mortgage.  For example, if
you have 20 years left on your mort-
gage, you should purchase at least a 20
year term policy.
   Process: when you apply for life
insurance coverage you will be asked
questions about your health, lifestyle,

recreational activities, annual income,
financial obligations, and information
about any existing life insurance.  You
will need to know your medical history
and the medical history of your family.
Finally you will need to know the
individual(s) or entity who will receive
the proceeds of the policy upon the
death of the insured.
   For most types of insurance you will
need a medical assessment.  This pro-
cess is quick, easy and convenient.  A
paramedical professional will come to
your home or office at your convenience
and the process will take about 15 min-
utes as he or she will record your height,
weight, and blood pressure and collect
blood and urine samples.

   Come talk to Jeff:   If you don’t have
life insurance (or are unsure of your
current policy), Jeff would be happy to
guide you through the process and
make sure you have the right type of
coverage for your needs.  Jeff can take
the stress and uncertainty out of the
process and help give you the peace of
mind you deserve knowing that your
family’s financial future will be secure.

Tips for Purchasing Life Insurance for the First Time

   If you are 70 ½ or older by December
31st of this year, you are required by the
federal government to withdraw a spec-
ified percentage from your IRA ac-
counts.  If you fail to do so, there is a
50% penalty on the amount you should
have withdrawn.
   We monitor the accounts you hold
through our firm.  If we haven’t already
addressed your RMD, we will contact
you around Thanksgiving.
   Please note:  Your RMD is based on
the total value of all your IRA accounts
and can be taken from one account or
across several or all of your IRA ac-
counts.  It is important that you ensure
that RMDs are taken from any IRA ac-
counts outside our firm.  If needed, Jeff
can help you calculate your total RMD
amount from all sources.

RMD Reminder
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   Part of what makes Medicare confus-
ing is the jargon.  But once you get a few
terms down, Medicare and its parts
make a lot more sense.
   Part A (Hospital Insurance): If
you or your spouse worked and paid
Medicare taxes, then you are automati-
cally eligible for Part A premium-free.
Part A covers inpatient care at hospitals
and skilled nursing facilities, hospice
care, and home health care services.
Part A is half of what we call “Original
Medicare” (Part B is the other half).
   Part B (Medical Insurance): You
will pay a premium for Part B that is
adjusted based on income.  In 2015 if
your income was $85,000 ($170,000
joint income) or less, you paid $104.90
a month.  As incomes increase, the pre-
miums also increase.  Part B covers
medically necessary doctors’ services,
outpatient care, home
health services, dura-
ble medical equipment,
and other medical ser-
vices.
   In some cases you
may have health care
coverage that allows
you to decline Part B
and therefore not pay
the monthly premium.
It’s crucial that you get guidance from
an expert within your health plan as
some plans require you to still hold Part
B coverage.  Also, Medicare requires
you to hold Part B coverage unless you
have employer or union coverage, or are
an active duty service member.  If you
decline Part B coverage and your cir-
cumstances don’t meet Medicare’s stan-
dards, then you will have to pay a late
enrollment penalty when you sign up
for Part B later.  This penalty is very
steep: your premiums for the rest of
your life will be increased by 10% for
each year that you didn’t participate in
Part B when you should have.  Further-
more, you will have to wait to enroll,
and then your coverage won’t start until
months later.  Please verify if you don’t
think you need to pay for Part B.
   Part D (Prescription Drug Cover-
age): Where is Part C?  Don’t worry,
we’ll get to that in a minute but it makes
more sense to discuss Part D first.  Part

D was the prescription drug component
that was added in 2006.  There are a
variety of “flavors” that you can choose
from, but they are all ultimately de-
signed to lower your prescription drug
costs in retirement.  Like Part B, there is
a premium associated with Part D and
you are required to enroll unless you
have creditable coverage from an em-
ployer, union, TRICARE, Indian Health
Service, or the VA.  Also like Part B, the
penalty is a permanent raise on all fu-
ture premiums based on how long you
delayed coverage (1% per month, which
can really add up).
   Medicare Supplement Plans
(Medigap): Medicare Supplement
plans are offered by private insurers
(for extra monthly premiums) and are
designed to help pay some of the costs
that Original Medicare doesn’t cover

(copays, coinsurance, and deductibles).
These plans sometimes cover medical
care when you travel outside the U.S.,
opposed to Original Medicare.
   Part C (Medicare Advantage
Plans): Part C is the private sector’s
version of Original Medicare (parts A
and B) and Part D.  Instead of the gov-
ernment reimbursing doctors and phar-
macies directly, in Part C the
government pays private insurers a sti-
pend and then they bear the responsi-
bility of your healthcare costs.  The
great news is that they are required by
law to offer plans that have benefits that
are at least equal to Original Medicare.
So if you choose a Part C plan you can’t
receive worse benefits than someone on
Original Medicare, and in some cases
you can receive better benefits.
   Part C plans can take several forms,
including HMOs and PPOs.  Typically
that means you will have some kind of
network restriction, or at least an incen-

tive to use their preferred doctors and
hospitals.  If you are considering a Part
C plan, it is important to make sure that
your doctors are available in that plan.
   Part C plans usually include a drug
plan and some of the benefits that you
would find in a Medicare Supplement
Plan (Medigap), all in one premium.
Most people that choose Part C plans
for the bonus services that some of
these plans offer over Original Medicare
and the fact that Part C plans incorpo-
rate everything into one package.
   Since Part C plans are offered by pri-
vate insurers and there is a profit mo-
tive, these are the plans that inundate
you with marketing every year.  While
they are required to offer the same ben-
efits that Original Medicare provides,
your out-of-pocket costs can vary con-
siderably from plan to plan, or in com-

parison to Original
Medicare.  Many
plans offer out-of-
ppocket cost caps,
but those can vary
from plan to plan
so pay close atten-
tion when shop-
ping.
   So should you
choose Original

Medicare or a Medicare Advantage Plan
(Part C)?  As always, it depends on your
unique situation.  Some Part C plans
have premiums that are cheaper than
what you would pay for a Part D (Drug)
plan and a Medigap plan.  They also
offer the convenience rolling everything
you need into one package.  Also, as we
already mentioned, some plans offer
additional services that aren’t covered
by Original Medicare or Medigap plans.
On the other hand, Original Medicare
means you can use any doctor, special-
ist, or hospital that accepts Medicare
payments anywhere in the U.S.  If this
flexibility is important to you, then you
would be better served choosing Origi-
nal Medicare and appropriate Part D
and Medigap plans.
   The good news is you can always
change your plan.  See our table for
open enrollment periods for changes.

The Parts of Medicare and What They Mean to You

Each year, individuals have a chance to make changes to their Medicare Advan-
tage or Medicare prescription drug coverage for the following year.

October 15 - December 7 January 1 - February 14
Annual Open Enrollment Period Medicare Adv. Disenrollment Period

Change from Original Medicare to a Medi-
care Advantage Plan (Part C), or back, or
from one Part C plan to another, or join,

switch, or drop your Prescription Drug Plan
(Part D).

Change from a Medicare Advantage Plan
(Part C) back to Original Medicare, and if you

do so you can enroll in a new Prescription
Drug plan to add drug coverage.
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Are Your Social Security Benefits Affected by a Pension?

information.  Medicare will then use
that information to help you compare
plans, so we strongly recommend that
you take advantage of this feature.  You
will also have the opportunity to pick
your favorite pharmacies, and then fi-
nally choose what types of plans you
want to compare.  There are three choic-
es: Prescription Drug Plans (with Origi-
nal Medicare), Medicare Health Plans
with Drug Coverage, and Medicare
Health Plans without Drug Coverage.

Prescription Drug Plans (with
Original Medicare):  If you choose
Original Medicare coverage (normal
Part A and Part B – for more informa-
tion see The Parts of Medicare on
page 4) you are required to pick a drug
plan (Part D).  If you check the box for
this category, you will be able to com-
pare all the Part D prescription drug
plans for your area.  You can compare
premiums, service ratings, estimated
costs based on your prescription drugs
that you entered earlier, and more.

Medicare Health Plans with Drug
Coverage: If you decide that you

would rather choose a Medicare Advan-
tage Plan (Part C – for more informa-
tion see The Parts of Medicare on
page 4) instead of Original Medicare,
these are the plans you want to com-
pare.  All of these plans include drug
plans, so it is one-stop shopping.  You
can compare premiums, service ratings,

and most importantly estimated annual
health and drug costs.  Medicare has a
massive historical database that they
draw upon to make these estimates,
which makes comparing plans easier.
Please note: the monthly premium sec-
tion is in addition to the Part B premi-
um that you already pay as a member of
Medicare.  So when you see “$0,” that

means you only pay your normal Part B
premium.  Any amount higher will be in
addition to your Part B premium but in
exchange you gain additional services,
or smaller deductibles/copays.

Medicare Health Plans without
Drug Coverage: If for some reason
you don’t want or need a prescription
drug plan, this is where you can com-
pare plans (if you don’t have one
through another source and you choose
not to elect prescription drug coverage
under Medicare, there is a steep penalty
– for more information see The Parts
of Medicare on page 4).

   You will find spending some time on
the Medicare website is extremely use-
ful.  Clients are consistently surprised at
how helpful the website is in their re-
search and that is why we recommend
that you start there every time.
   After you have found the best one or
two plans, don’t hesitate to contact the
companies to ask questions.  Finally, if
you found the right plan, you can enroll
in the plan straight from the
Medicare.gov website.  Just click on the
“Enroll” button on the far right section
for each plan and start the process.

(Plan from page 1)

   For most people, their Social Security
benefit is based on their work record (or
their spouse’s) and the actual benefit
amount is mostly affected by when they
start benefits.  But for people who paid
into a pension but didn’t pay Social Se-
curity taxes, their Social Security bene-
fits can be reduced dramatically,
sometimes to zero.
   The vast majority of those affected
worked for either state or municipal
governments in states that elected in
the 1960’s not to pay into Social Securi-
ty.  While there is some logic to the
notion that since those individuals
weren’t paying Social Security taxes
while working that particular job they
shouldn’t receive a benefit, many did
pay Social Security taxes while working
other jobs that would otherwise earn
them a benefit like anyone else.
   For example, if someone worked for 18
years and paid into Social Security for

all of those years, at some point they
would be eligible for benefits (albeit a
lower benefit than someone that
worked much longer).  But if that same
person worked for 18 years, then decid-
ed to become a teacher in one of the
states affected (and CT is one of those
states), their Social Security benefit will
be reduced by up to one-half their pen-
sion amount.  The reduction is called
the WEP (Windfall Elimination Provi-
sion) and was part of the Social Security
reforms enacted in 1983.
   The WEP reduces the benefit earned
on someone’s own work record.  If they
are eligible for a benefit based on a
spouse’s (living or deceased) record,
then another provision called the GPO
(Government Pension Offset) kicks in
and reduces that benefit, often to zero.
The GPO reduces an individual’s Social
Security benefit by 2/3 the amount of
the pension benefit.  For example, if

someone receives $45,000 annually
from their pension benefit, and at the
same time was eligible for $30,000 in a
spousal or widower’s benefit, the GPO
will take effect and drop the Social Secu-
rity benefit to zero.  Remember, this
only applies to pensions for jobs that
didn’t collect Social Security during em-
ployment.
   Both the GPO and the WEP were
created to help account for the fact that
some states chose to keep their pension
plans and not have employees pay into
Social Security.  Like many well-inten-
tioned notions, there have been unin-
tended consequences that are
important to account for when planning
your future benefits.  If you have ques-
tions about your benefits, two helpful
resources are the Social Security Ad-
ministration website (www.ssa.gov) or
your local Social Security office for indi-
vidualized advice.

“Clients are consistent-
ly surprised at how
helpful the website is in
their research and that
is why we recommend
that you start there ev-
ery time.”
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Bond Basics
   A bond is a security that pays its
holder a fixed amount of money on a
regular schedule for a fixed term.
When a government entity or a com-
pany wants to borrow money from the
public, they can issue bonds to raise
the funds needed.  The bond has a face
value, usually in denominations of
$1,000, which is also known as the
principal.  This is the amount that was
borrowed and will be repaid in the
end.  Over the life of the bond, the
issuer will make payments to the bond
owner.  These payments are known as
the coupon, are usually paid twice a
year, and are expressed in percentage
terms such as a 6% coupon.  In this
example, the holder of a $1,000 bond
will be paid $60 a year, in two $30
payments.  Finally a bond usually has
an end date, also known as the maturi-
ty date.  On this date the issuer will
pay the final coupon payment and
then the full face value or principal to
the bond owner.  In our example this
means the bond owner will get the
$1,000 that was originally loaned plus
the final $30 coupon payment.
   Coupon rates will vary based on
current interest rates, the term of the

bond (a longer term usually means a
higher coupon), and the creditwort-
hiness of the issuer.  If there are credit
concerns about the issuer, then they
will have to pay a higher coupon to
entice people to purchase their bond.
Like most things in life or investing,
the more risk the more people expect
to be rewarded.
  There are three main classes of
bonds.  Treasury securities are issued
by the federal government, municipal
bonds are issued by states and local
governments, and corporate bonds are
issued by private corporations.

Getting More Technical
   Bonds get more complicated when
buying and selling are involved.  While
a bond’s maturity date, face value, and
coupon will remain the same if you are
buying or selling, bond markets intro-
duce two related variables: price and
yield.  In the above example, the origi-
nal purchaser of the bond would give
the issuer $1,000, the face value of the
bond.  But what if later on that bond
owner wanted to sell it?
   Just because the original buyer of the
bond paid $1,000 that does not mean
the bond is worth $1,000.  Why not?

Perhaps interest rates are higher or
lower than when the bond was origi-
nally purchased.  If interest rates are
lower, than someone that wants to
purchase that bond from the bond
owner will be willing to pay a premi-
um, or more than the face value of the
bond because it is worthwhile to them
to gain that higher coupon.  So there-
fore the price will be higher than the
face value.
   Remember our bond example above
that pays a 6% coupon?  What if cur-
rent interest rates for a bond of that
type, maturity, and credit worthiness
are now 5% but the original bond own-
er wants to sell the bond to someone
else?  In this example the new bond
owner would perhaps pay $1,200 for
that bond to gain the benefit of the 6%
coupon.  It can also work the other
way – if interest rates are higher than
the coupon, then the person selling
the bond will have to accept less than
the face value in order to find someone
willing to buy it.
   While the new bond owner may be
receiving the same coupon (6% in our
example), he would have to account
for the price he paid for the bond to

(See Bonds on page 10)

Getting Technical: Bond Basics and How Bond Markets Work

   Do you understand your homeowner’s
insurance - coverage, deductible & lim-
its?  A homeowner’s insurance policy
protects you from certain home-related
property and liability risks. It covers
your home, other structures on your
property, and your personal posses-
sions (furniture, jewelry, clothing, elec-
tronics) if damaged, destroyed, or
stolen. If others suffer bodily injury or
property damage through your negli-
gence, your homeowner’s policy may
also cover their liability claims, medical
expenses, and other damages.
   Homeowner’s insurance is often a bill
that we pay because we know we have
to, but until we need it, we don’t really
pay attention to the details.  To help
prevent future surprises, and to make
sure you have proper coverage, you
should take a look at your policy.

   Your homeowner’s policy document
can be intimidating but it is usually
comprised of four major sections:
   The declarations page identifies the
basic terms of the contract including
policy number, policy period, names,
addresses, locations, coverage limits,
deductibles, and premiums.
   The definitions section explains im-
portant terms you should know to fully
understand your coverage.  Sometimes
what you think a term means is differ-
ent than the definition, so make sure
you pay close attention.
   The property insurance section
describes what is and isn’t covered by
the property insurance portion of your
policy.  This section includes the specif-
ic perils you are insured against (fire,
theft, and hail for example), describes
any exclusions, and also explains any

conditions you must meet for coverage
to apply.  This section will describe the
coverage for your dwelling, other struc-
tures on your property, your personal
property, and loss of use of your proper-
ty.
   The liability insurance section out-
lines the types of coverage, exclusions,
and conditions that must be satisfied.
This focus is on personal liability and
medical payments to others - the cover-
age for certain bodily injuries and prop-
erty damages suffered by others on your
property.  Examples include a slip and
fall on your walkway or someone being
bitten by your dog.  Pay close attention
to the exclusions in this section.
   Now that you have a better under-
standing of your homeowner’s policy,
we hope you are comfortable with your

(See Homeowners on page 10)

Understanding Homeowner’s Insurance
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For recent graduates or those just
starting out in the workforce, here are
some money saving habits to start while
you’re young:

Know where your money goes and
start a budget:  Identify your spend-
ing habits and start with the 50-20-30
budget.  50 percent of your take-home
pay goes to your fixed costs (housing,
utilities, car payments, etc.); 20 percent
goes to your financial priorities (sav-
ings, disability and/or life insurance,
paying off debt, saving for a house); and
the final 30 percent is your flexible
spending (such as food, gas, clothing,
entertainment) which can be adjusted
monthly to stay on track.

Sign up for your
company
401(k): If there's
a retirement sav-
ings account at
work, sign up for it
– especially if
there’s an employ-
er match. Start
with 6 percent of
your pre-tax sala-
ry. This will likely
be matched at a certain percentage by
your employer, which is free money.
Always take free money.  If there’s no
employer match, sign up for a Roth IRA
instead.  Take that same 6% (although
now it’s after-tax money) and invest it.
You will hardly miss that small amount
of your take-home pay.  Best thing
about investing a Roth IRA?  You will
never pay taxes on your gains.

Diversify your invested money: As
your balance builds, consider this rec-
ommended mix: 40 percent in large-cap
growth funds; 25 percent in small-cap
growth funds; 25 percent in large-cap
value funds; and 10 percent in a foreign
stock fund. Rebalance at least once a
year if your plan does not do so auto-
matically.

Save another 2 percent: This is your
emergency fund.  Have money automat-
ically deducted from your paycheck if
possible and put it in a bank savings

account or an online money market ac-
count.  Don't lock up this money in any-
thing you can't cash out quickly. You
won't make much interest on this mon-
ey, but that's not the point. The point is
that you won't put new car tires on your
credit card and lose 22 percent.  FYI, an
emergency doesn't involve concert tick-
ets, new skis, or a weekend in Boston.

Avoid debt: Don't live on plastic. Go
into debt only for specific purposes, not
because you can't live a desired lifestyle
on your salary. When you do make a
purchase on credit, make a plan to mod-
ify your budget, create a payment
schedule, and stick to it.

Plan a splurge:
This is really im-
portant.  Choose a
fun splurge like a
massage, day trip,
or new bicycle.
Challenge yourself
to creatively set
aside extra money
in a special place
before you
splurge – add
pocket change ev-

ery night, all $1 bills in your wallet every
Sunday, the difference between a $3
and $1 coffee every day, etc.  You'll be
surprised at what you can accomplish.
Seeing money pile up is a huge motiva-
tor – and you won’t regret your splurge
with discouraging credit card payments.

   Start your early working years with
some or all of these ideas.  As you age,
your priorities will change and so
should your savings and investing
plans.  For now, steadily increase your
savings rate by increasing 401k contri-
butions by 1 or 2 percent a year.  Look
for ways to decrease your fixed costs
and increase your savings.  Making
small budget decisions now will reduce
the amount you have to save over time.
And the earlier you start with good sav-
ings habits, the more money you should
enjoy at retirement.

   If you have a loved one just starting in
the workforce, or know someone who

  Ever wonder how your Social Security
benefit is calculated? The easy answer
is: it’s based on your lifetime earnings.
  But like most things in life, and cer-
tainly most things associated with the
government, it is a bit more complicat-
ed than that.
  The Social Security Administration
uses your top 35 years of earnings when
determining your benefit.  As we all
know, a dollar today is a lot different
than a dollar 35 years ago, so each
month of earnings is indexed for infla-
tion.  These indexed earnings deter-
mine your “primary insurance amount.”
Your primary insurance amount forms
the basis for your future Social Security
benefit.
  Social Security benefits are often dif-
ferent than their primary insurance
amount: some people take their bene-
fits early, others take them later.
  Keep in mind that your benefits will be
permanently reduced according to a
formula if you take them early.  For
example, if you were born between 1943
and 1954 and you choose to take your
benefits at age 62, they will be reduced
by 25% for the rest of your life.  Con-
versely, if you decide to wait to take
benefits past your normal retirement
age, then you will permanently increase
your future Social Security benefits (8%
per year for anyone born in 1943 or lat-
er).
  There is one final scenario that can
cause your actual benefit to differ from
your primary insurance amount: if you
receive a pension for work for which
you didn’t pay Social Security taxes
(this scenario is almost exclusively gov-
ernment workers, and only certain
groups of them at that).  For more infor-
mation about this specific scenario, see
Are Your Social Security Benefits
Affected by a Pension on page 5.

How is Your Social
Security Benefit

Calculated?

Savings Tips for Twenty-Somethings

“ If there's a retirement
savings account at work,
sign up for it – especial-
ly if there’s an employer
match …  Always take
free money.”

could use some budgeting advice, con-
sider introducing them to our firm.  We
enjoy working with all age groups and
are delighted to assist in forming healthy
saving and investing habits.
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Deducting Medical Expenses
   In order to deduct medical expenses
on your taxes, you can only deduct eligi-
ble expenses in excess of 10% of your
adjusted gross income (or 7.5% if you
are 65 or older).  To take advantage of
this tax break, you must itemize deduc-
tions on your return and not use the
standard deduction.
   The good news is that most out-of-
pocket expenses qualify including de-
ductibles, co-payments, prescription
drugs, dental, vision, and other expens-
es that are not covered by your insur-
ance.  You can also deduct any
insurance premiums that you paid with
after-tax dollars but you can’t count any
employer contributions.

Connecticut: Not Tax Friendly
   According to Kiplinger.com, Connect-
icut is one of the ten least tax-friendly
states for retirees.  Its real estate taxes
are the second-highest in the nation,
has very few exemptions for pension or
retirement income, and it taxes Social
Security benefits above certain income
thresholds.
  In contrast, Florida has no income
taxes and the median real estate tax
payment is less than half the median in
Connecticut.  Florida sales taxes, when
combined with certain county sales tax-
es, can be higher than Connecticut,
however.  But it is clear why Florida is a
popular retirement destination for Con-
necticut residents.

Snowbird Residency
   Higher-tax states are beginning to
challenge and audit residents who claim
a lower-tax state as their state of resi-
dence.  If you are claiming residence in

First Financial Associates’

Tax Report

First Financial Associates, Jeff Snyder,
and Justin Kelleher do not provide tax
advice and material within this newslet-
ter is provided for informational purpos-
es only.  Please consult a tax
professional.

a lower-tax state, but also spend time in
a higher-tax state, be prepared to prove
that you spend the majority of time in
your declared state of residence.  Some
experts recommend a journal, or at the
very least a record of receipts that prove
that you were in a particular area for
certain periods of time.
   But if you really want to build your
case, you should do everything that a
resident would normally do: change
your driver’s license, car and voter reg-
istration, use your state of residence
address on your federal income tax
forms, do your primary banking with a
bank in that state, list your state or resi-
dence address on insurance policies,
brokerage accounts, and use this ad-
dress for all government agencies such
as Medicare and Social Security.  Final-
ly, consider filing a “Declaration of Do-
micile” form with the Clerk of the
Circuit Court.

Recordkeeping
   The IRS requires you to keep your
records a minimum of three years, but
experts recommend that you keep them
for a minimum of seven years instead.

While you might not need those records
to support a tax return, they can be very
helpful in resolving other financial situ-
ations in your life such as insurance
claims or issues with creditors.
   Records you should keep: General
financial documents such as pay stubs,
W-2s, records of tips earned, receipts
for big-ticket items like the purchase or
sale of vehicle or home, records of in-
vestments and contributions to retire-
ment accounts, bank and brokerage
statements, 1099 forms, receipts for de-
ductible items, insurance and medical
records, and charitable records.

Watch Out for Tax Scams
  The IRS published their “Dirty Dozen”
list of tax scams targeting taxpayers and
at the top of the list are “aggressive and
threatening phone calls by criminals
impersonating IRS agents.”
  These scam artists use fake caller IDs
and badge numbers to fool unsuspect-
ing people into thinking they are IRS
agents.  They then threaten legal action,
fines, police arrest, deportation, and li-
cense revocation in their quest to steal
from honest taxpayers.
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Black Mass - Sept 18
   This true crime drama set in 1970’s &
80’s pits infamous Irish mob boss Whitey
Bulger and FBI agent John Connolly
against a common enemy - the Italian
mob.  Bulger becomes a 30-year FBI infor-
mant to take down the rival Italian mob
which has infiltrated Bulger’s territory in
South Boston.  Movie has serious star
power with Johnny Depp, Kevin Bacon
and Sienna Miller.
Bridge of Spies - Oct 16
   “Inspired” by a true story (whatever that
means these days), Bridge of Spies is set
in the height of the Cold War.  James B.
Donovan (Tom Hanks) is an insurance
lawyer brought in by the federal govern-
ment to negotiate an exchange of a Soviet
spy for American U2 pilot Francis Gary
Powers.  This sober, political thriller brings
together Hanks and Steven Spielberg for
the first time in over a decade.
Everest - Sept 18
   At first glance, Everest would appear to
be yet another survival movie.  But having
read the book that inspired the movie, Into
Thin Air by Jon Krakauer, and judging by

the quality of the ensemble cast, there is
potential for Everest to be much more.
Everest recounts the tragic events of 1996
and follows two groups of climbers caught
in a deadly storm near the mountain’s
summit.  While the trailer for the movie
seems to emphasize the action aspect of
the event, I hope that the movie will show
some of the introspection of Krakauer’s
excellent book.
Steve Jobs - Oct 9
   Steve Jobs was, and remains a polariz-
ing figure.  A visionary to some, a huckster
to others, there is no denying the impact
he had on popular culture.
   What makes this movie potentially spe-
cial is that it was written by Aaron Sorkin.
Sorkin is perhaps most famous for his
work as the main writer of the West Wing
television series, but also wrote the
screenplays for A Few Good Men, The
Social Network (an examination of another
tech billionaire, Facebook founder Mark
Zuckerberg), and Moneyball.  Between
Sorkin, star Michael Fassbender, and di-
rector Danny Boyle, this seems to be the
right team to delve into the life of a very
complicated man.

The Peanuts Movie - Nov 6
   Charles Schulz’s beloved Peanuts char-
acters will get the full, big-screen treatment
this fall.  It will be interesting to see if the
creators are able to maintain what made
us love these characters over the years
while modernizing the look (the characters
are computer-generated rather than
drawn) for a new generation.  This will
probably be the go-to movie at Thanksgiv-
ing for families with younger children.
Spectre - Nov 6
   Spectre is the 24th (!) James Bond film
and picks up where Skyfall left off to exam-
ine Bond’s origin story.  Daniel Craig is
James Bond as he works to defeat a shad-
owy organization known as SPECTRE.
While this film is likely to be similar in tone
to the other three Bond movies since the
franchise was rebooted, director Sam
Mendes has said that he was looking to
bring more classic Bond elements into this
film.  But most important to him was this
opportunity to examine the creation of
James Bond, something that has been
interestingly ignored in the prior 23 films.

Movie Releases This Fall - Check Out Our Staff Picks

FAIRS AND FESTIVALS
   If you live in the Northeast, there’s a
good chance you’ve been to The Big E
in West Springfield, MA.  Who can re-
sist the lure of a bacon cheeseburger
served on a glazed donut bun or deep
fried jelly beans?  There’s daily live en-
tertainment, an arcade midway, shop-
ping at the exhibition hall, local
businesses showcased at each pavilion
in the Avenue of States, parades, an
ongoing agricultural fair, and much
more.  This year’s dates: September
18th – October 4th.  For more informa-
tion, go to www.thebige.com for dis-
counted advanced tickets, directions,
parking, and list of entertainment.
For our local clients:
     Rhode Island Day - Sept 22nd

     Connecticut Day - Sept 23rd

     Massachusetts Day - Sept 24th

     New Hampshire Day - Sept 25th

     Vermont Day - Sept 26th

     Maine Day - Oct. 3rd

  If large crowds aren’t your thing and
you’re interested in smaller local fairs
across the United States, try

fairsandfestivals.net.  Enter your
search parameters (such as location, in-
doors, date, food, commercial, etc) and
you will be provided a list of fairs with
individual links for more information.
You can also visit ctagfairs.org for a
listing of agricultural fairs in Connecti-
cut.   Hover your mouse over CTAG-
Fairs near the top of the page and select
Major Fairs.  This will bring an exten-
sive list of CT fairs organized by date.
Most listed have a link to individual fair
pages.
FALL FOLIAGE
   New England is well known for it’s
autumn leaf peeping beauty.  We are
lucky to be in driving distance of so
many destinations for viewing peak col-
or on any given weekend from Septem-
ber through November.  From the
Berkshires of Massachusetts to the Li-
tchfield Hills of Connecticut to the
Rangeley area of Maine, there’s a boun-
ty of beauty around every corner.  So
pull out your sweaters, find some hot
cider and grab your camera.  No matter
which state you visit, you’ll be sur-
rounded by nature’s colorful palette.

Fair, Festivals and Foliage in New England Thanksgiving Workout

Ever wonder how much you have to
exercise to work off that upcoming
Thanksgiving Day meal?  Here’s a mod-
est plate (no second helping!) with ap-
proximate calories and walking time.
Read it and weep, then pass the gravy.

Food Choice Calories Minutes
Walking

Turkey, 3 oz 156 44
Mashed Pota-
toes & gravy 175 50

Stuffing ½ cup 214 61
Green bean
casserole 96 27

Candied sweet
potatoes 165 47

Buttered roll 210 60
Pumpkin pie 316 90
Wine 150 43
Beer 153 43

Meal total calories:  1650 - 2000+
Brisk walking time:       8+ hours!
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find out his true return.  He would then
determine the yield, which is the cou-
pon divided by the price paid for the
bond.  So in our example, if the bond
owner paid $1,200 for a bond with a 6%
coupon, then the yield would be 5%
(which is not coincidentally the same as
the current interest rate in our exam-
ple).
   The yield is more meaningful for com-
paring bonds, and moves up and down
with market interest rates.  While yields
will still vary from bond to bond, differ-
ences are due to risks such as creditwor-
thiness or the amount of time to
maturity.  Two bonds from different
companies of similar creditworthiness
and time to maturity will have similar
yields, even if the coupons and prices
are different.  Yield makes bond com-
parisons much simpler.*
   The lowest yields are on treasury secu-
rities, especially ones with extremely
short terms to maturity (they can be as
short as 30 days).  This is because inves-
tors aren’t worried about the creditwor-
thiness of the federal government and
the time to maturity is so short as to
eliminate the risk that interest rates will
change considerably during the life of
the security.  That is why 30 day Trea-
sury bills are used as a benchmark for
interest rates.  The yields of all other
bonds build off of that benchmark, each
type of bond adding a further layer or
credit risk or interest rate risk, and
therefore pushing yields up to compen-
sate bond investors for the added risk.
   As expectations about the economy
and inflation fluctuate, so do bond pric-
es and yields.  As yields in the market
change, the prices for existing bonds
will change as they gravitate towards
the current market yield.  As yields fall,
prices rise, and vice versa.  The inverse
relationship between yields and prices
is an important, but easily confused as-
pect of bonds.

*Note: there is a more complicated version
of yield called yield to maturity that does an
even better job of describing the true return
of a bond to an investor, but regular yield is
sufficient to illustrate the point.

(Bonds from page 6)

current coverage.  If you feel your policy
is inadequate, you should contact a
property insurance agent.  If desired, we

can recommend an agent to you who
can review your existing policy, identify
potential issues, and help you find the
right policy for you.  Don’t wait until it
is too late.

(Homeowners from page 6)

through mid-2009 was far less detri-
mental to our clients than it otherwise
would have been had we not embraced
these riders.
   So when market volatility is in the
headlines, we know that a substantial
portion of our clients’ assets will still
provide the same annual withdrawal
even if there is potentially less cash val-
ue in the annuities themselves.  Clients
who have annuities with these riders are
comforted by that knowledge.
   Six years ago virtually none of our
clients had any real exposure to alter-
native investments through First Fi-
nancial Associates (such as REITs, and
business development companies) but
that has changed over the years.
   These holdings continue to warrant
some exposure across many client port-
folios as I view these areas as a logical
complement to stocks given a prefer-
ence away from cash and bonds.
   We have also diversified clients into
some buy and hold investments to
lower fees and to gain consistent expo-
sure to various asset classes over time.
Most of these investments have been to
“balanced” investments.  Balanced in-
vestments typically have exposure to
both stocks and bonds (60% stock and
40% bond exposure is most common).
If stocks go down an investor in one of
these investments would expect to lose
money, but probably less than the stock
market.  Were stocks to rise, the oppo-
site would be true.   By its very nature,
this type of investing is more conserva-
tive than investing solely in stocks.
   Finally, most of our clients have mon-
ies managed under our FFMS Defen-
sive Growth platform.   The basic
concept here is almost the opposite of
the buy-and-hold discussion above - the
goal is to pick specific sectors and asset
classes that we expect will outperform
while avoiding others that we feel will
lag.   Sometimes this means utilizing
cash or bonds liberally if stocks seem
unattractive.  I am happy to report, for

example, that in late June 2015 within
all FFMS Defensive Growth models we
took the cash and bond weighting from
near 0% to an average of 35%.   There
was not a lot of volatility at that point in
time in the markets but the key is to
build the ark BEFORE the flood comes!
Spending time with assets in cash and
bonds when they could otherwise be in
stocks is another measure of our firm’s
general conservatism.
   Now a word on historical market
volatility.  Many of us have a short-term
memory when it comes to the stock
market.  We might remember large de-
clines in 2000 or 2008, but we aren’t
well-prepared for steep declines when
they come - either emotionally or within
our portfolios.  American Funds recent-
ly looked at the post-WWII period
(1946-2013) and found that a 20% de-
cline occurs about once every 5.5 years,
a 10% decline occurs about once a year,
and a 5% decline on average occurs
about every 4.5 MONTHS!
   J.P. Morgan Asset Management also
provided research that the average
peak-to-trough decline intra-year from
1980-2014 was 14.2%.  To put that fig-
ure in dollar terms, let’s say that at the
high of a given year you had $100,000
in your account.   On average, at some
other point in that same year you would
find yourself with only $85,800.   De-
spite this fact, in 27 of those 35 years
there were positive returns for the year.
   In the heat of the moment, large de-
clines are scary and can lead to emo-
tional impulses.  Understanding that
volatility is part of the market and that
it happens more than we think is why
you don’t see me (over)reacting to every
scary headline or market decline.  Over
time I firmly believe that being in the
market is more beneficial than trying to
time every decline. At the same time I
am vigilantly monitoring for serious,
systemic issues beyond normal volatili-
ty, and will actively work to protect your
assets from those risks.

(Jeff from page 1)
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   In the summer issue of Perspectives
we discussed the hyperinflation situa-
tion in Zimbabwe.  As mentioned, hy-
perinflation is not a concern in the
United States so let’s spend some time
focusing on regular inflation in our
country.
   Fortunately, the US has never experi-
enced a period of hyperinflation like
Zimbabwe.  Outside of two spikes in the
1970’s and 1980’s, inflation has been
largely under control since the early
1950’s.
   Why do inflation rates in the
US stay on the lower end of the
spectrum? One major reason is
the Federal Reserve.  The Fed-
eral Reserve uses monetary pol-
icy to fulfill its twin mandates of
lower unemployment rates and
keeping inflation in check.  The
Fed keeps very close tabs on
inflation rates and institutes
policy to combat higher infla-
tion rates.
   While the Fed does not have
an established formal target for
inflation, policymakers general-
ly believe that 2% or below is
acceptable.  Inflation has generally
bounced around that target rate for the
past 25 years although there have been
a few periods of higher inflation.
   Even though inflation rates have been
relatively low, the mathematical power
of compounding has increased prices
dramatically over time.   One dollar in
1960 had the same purchasing power as
$7.98 today, which is an average of

3.85% inflation per year.  Of course,
individual items and services have had
their own inflation rates over time that
are influenced by a variety of factors.
Look at the table below to see how some
prices have increased at different rates
than others.
   While US inflation is under control, a
look at the numbers reveals how low
inflation rates can impact everyday
prices despite our relatively controlled
inflation.  Also, increases apply not only

to consumer purchasing power but also
to wages.  A starting patrolman’s salary
in 1960 was $4,400, the average teach-
ing salary was $5,135, and the average
engineer’s salary was $9,400.
   The inflation rate is an important
statistic that helps describe something
that we all know happens over time.
However, there are shortfalls with any
statistic.  Inflation rates are often mea-

sured through the CPI (Consumer Price
Index). The CPI is a market basket of
goods and services purchased by an “av-
erage” household.  By measuring how
the price of this basket of goods and
services change over time, statisticians
are able to measure inflation.
   There are a few shortcomings to the
CPI as a measure of inflation.  First, it
fails to measure the economic concept
of substitution: when the prices of a
good rise to a certain level, consumers

will seek a substitute product.
But in their effort to compare
“apples to apples,” statisticians
try not to alter the contents of
the basket.  So even if consum-
ers are avoiding a product be-
cause its price has risen too
much, it will still be included in
the “basket of goods” and count
towards inflation.
  There is also a bias in the bas-
ket of goods towards urban con-
sumers which does not reflect
the inflation rate that consum-
ers in rural areas may experi-
ence.  Finally, in their effort to
reduce volatility in the index,

economists often use “Core CPI” which
excludes energy and food.  This of
course distorts the reality that we are all
facing as food and energy prices have
increased dramatically over the past 10-
15 years.  Despite these shortcomings,
the CPI is still our best way of measur-
ing inflation.
   Since the 2008 financial crisis, infla-
tion has been subdued but the current

concern is that at some point
improving labor markets will
push inflation higher again.  If
inflation starts to move outside
the Fed’s target range, they will
be forced to enact policy initia-
tives including raising rates.
That decision was easier when
the economy was booming, but
the Fed has been hesitant to
raise rates and disrupt the recov-
ery from 2008.  This is why in-
flation bears watching to gain
insight into what the Federal Re-
serve may do in the medium
term.

Inflation in the United States - How is it Measured and Controlled?
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Item 1960 Price 2015 Price Inflation
Rate

One Dollar $1 $7.98 3.85%

Harvard Tuition $1520 $45278 6.37%

McDonald’s Burger $0.15 $0.89 3.29%

Gallon of Gas $0.31 $2.75 4.05%

Maple Bedroom Set $143 $999 3.60%

Kellogg’s Cereal $0.27 $3.79 4.92%

Hershey Bar $0.05 $0.99 5.58%



180 Glastonbury Blvd
Suite 104
Glastonbury, CT 06033


