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Weekly Economic Commentary | Week of August 14, 2017

 

Key Takeaways

Consumer spending has been slow to recover after the Great Recession relative to other economic
downturns. 
We see signs that consumer spending could accelerate, especially if the relatively tight labor market
finally results in higher wages for workers. 
Consumer debt levels have declined since the Great Recession and have not increased thus far in the
recovery.

 

Slow Evolution of Consumer Spending

Consumer spending dominates the composition of the U.S. economy, trending at about 70% of gross domestic
product (GDP). But how have consumers fared in the aftermath of the Great Recession and financial crisis that
began 10 years ago? Data show that relative to other economic recoveries, consumer spending has rebounded
at a much slower rate. And, there does seem to be some truth to the widely circulated idea that consumers have
shifted their spending patterns, focusing more on experiences. However, this shift should not be overstated.
There has been strong growth in consumer spending in traditional goods as well. Consumers have not taken on
additional debt relative to incomes or GDP. Growth in spending may be slower than in other recoveries, but it
also may be more durable. 

 

CONSUMER RECOVERY-STEADY BUT SLOW 

Because consumer spending represents such a significant percentage of U.S. GDP, it is hard to think that we
can have marked improvement in GDP growth without an increase in consumer spending. Business
investment is also a major component of GDP, but why do businesses invest? The answer is ultimately to
create more goods and services to sell to consumers. Thus, consumer spending patterns tell us a great deal
about the health of the economy, but also provide some foresight into our economic future. 

To examine how consumers are doing in the aftermath of the Great Recession, we compared the current
recovery with those following the three previous recessions [Figure 1]. The x-axis of the chart represents the
time since the recovery began and the y-axis represents the cumulative increase in spending, together
depicting the increase in consumer spending after each of the past recessions. We can see that consumer
spending has only increased by about 20% during this recovery, which is just half of the 40% rebound in
spending that occurred following the recessions that ended in 1982 and 1991.

The chart also shares some details related to the increase in consumer spending, however anemic, which
provide some optimism for the future. This recovery, while extended, is still younger than two of the previous
three post-recession recoveries, though it is approaching the duration of recovery that began in December
1982. Most of the recent weakness relative to the other recoveries occurred in the first five years of the
recession, as shown by how flat the current recovery's line is, relative to the others. However, during the fourth

http://lpl-research.com/NOD/Weekly_Economic_Commentary_08142017-1.pdf
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year of the recovery, the pace of the increase in spending started to pick up. Spending patterns now look
consistent with the rate of recovery after the recession of the early 1980s, though not nearly as robust as the
recovery that began in the early 1990s. But it is hard to argue that consumers are overconfident in their
spending. Overconfidence is one of factors in our proprietary  that examinesLPL Research Over Index
potential warning signs of future recessions. 

One of the other components of the Over Index is overborrowing. However, we do not see signs of
overborrowing, at least not from consumers [Figure 2]. Consumer debt, whether measured as a percentage of
GDP or income, may be high relative to longer-term averages, but both measures are below the high levels
reached at the beginning of the financial crisis. Debt levels have stopped declining, but have not reaccelerated.
This suggests that the economic expansion, however long, may have farther to go.   

 

ARE OUR PURCHASES CHANGING?

One common refrain is that consumer spending is changing, stemming in part from the confluence of
technology and the larger millennial demographic that has grown up in the digital world. Services have
represented the majority of consumer spending since the 1950s; in most years, the relative portion of spending
on services, rather than goods, has increased.* Are we spending more on "experiences" as opposed to
traditional goods and services? The answer is a definite, "yes…but" [Figure 3].

https://lpl-research.com/RecessionDashboard/OverIndex.pdf
http://lpl-research.com/NOD/Weekly_Economic_Commentary_08142017-2.pdf
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We can see that there has been an above-average increase in categories that we clearly would consider both
discretionary (no one really needs a new R.V.) and geared to leisure activities. For example, spending on
recreation has increased 54.6%. This includes tickets for theme parks, concerts, theater, and movies, and
similar spending. It also includes gambling, which accounts for about half of this increase, as more states and
municipalities approve casinos to boost tax revenue. Communications spending, mobile phones, and
high-speed data packages have also increased dramatically. However, what is most eye-opening is that U.S.
residents' spending abroad increased dramatically. International travel is perhaps the ultimate "experience"
expenditure. It also is the province of the more affluent consumers. 

Not all of the increases in consumer spending follow this pattern. For example, according to the St. Louis
Federal Reserve, spending on cars and personal trucks has increased significantly. Total vehicle sales fell under
10 million per year at the depths of the Great Recession and are now over 17 million. Despite this increase in
sales, at 11.6 years, the average age of cars and light trucks on the road is the oldest ever. There may be pent-up
demand for cars and trucks coming as people look to replace older vehicles. An improving jobs market, and the
possible resulting increase in wages, is likely to further this increase in consumer spending. 

The data show one other interesting fact. Spending on housing itself has only increased 8.5%. This is likely
because while some areas have shown a sharp rebound in housing prices, others have seen little increase in
prices. This is probably due in some way to the delay in household formation by many people in their 20s and
30s. However, spending on household goods (furniture, carpeting, and other household goods) is up 65.4%. As
a nation, we have increased spending much more on what goes in our homes than on the homes themselves.
Maybe the inside of our homes, what we show our friends when we have them over to entertain, or the
increasingly elaborate home theater systems many of us own, can also be considered "experiences" as well. 

 

CONCLUSION

Slack consumer spending has been a major reason that GDP growth in this economic recovery has been so
lackluster. Although this has been frustrating for some, there are reasons for optimism. The pace of spending
increases is now closer to normal after a sluggish start early in the recovery. Consumers have had stable debt
levels relative to GDP and personal income; while a better job market should help improve consumer balance
sheets and therefore boost spending. Although services spending may always dominate, the increased
emphasis on communications and experiences has been a meaningful change in consumption, which could
change the opportunities for investors going forward.

 

*St. Louis Federal Reserve, On the Economy, October 2015.

http://lpl-research.com/NOD/Weekly_Economic_Commentary_08142017-3.pdf
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To complete the Over Index, LPL Research measures trends in three broad economic drivers: spending,
borrowing, and confidence. For each of these three drivers, we found four diverse components that reflect the
economic activity of that sub-index from a different angle. The Over Index takes each of the subcomponents
and uses a sophisticated statistical process to normalize and index each data series into an overall score for
each of the three drivers. The combined aggregated data helps to measure the likelihood that the economy is
showing signs of overactivity and that we may be approaching a cyclical peak.

 

IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. To determine which investment(s) may be appropriate for
you, consult your financial advisor prior to investing. All performance reference is historical and is no
guarantee of future results. All indexes are unmanaged and cannot be invested into directly.

To determine which investment(s) may be appropriate for you, consult your financial advisor prior to
investing. All performance reference is historical and is no guarantee of future results. All indexes are
unmanaged and cannot be invested into directly.

Any economic forecasts set forth in the presentation may not develop as predicted and there can be no
guarantee that strategies promoted will be successful.

Gross Domestic Product (GDP) is the monetary value of all the finished goods and services produced within a
country’s borders in a specific time period, though GDP is usually calculated on an annual basis. It includes
all of private and public consumption, government outlays, investments and exports less imports that occur
within a defined territory.

RES 6010 0817   |   Tracking #1-633831   (Exp. 08/18)
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Weekly Market Commentary | Week of August 14, 2017

 

HIGHLIGHTS

Corporate America has delivered double-digit earnings growth for the second consecutive quarter with
solid upside to forecasts.
The breadth of earnings gains and magnitude of upside to revenue forecasts have been impressive, with
generally upbeat management outlooks.
Strong earnings continue to provide support for the stock market even at elevated valuations.

BOTTOM LINE: IMPRESSIVE EARNINGS SEASON

Corporate America delivered another outstanding earnings season, with double-digit earnings growth, solid
upside to forecasts, and generally upbeat outlooks from corporate management teams. We have been
particularly impressed with the breadth of earnings gains and upside to revenue forecasts. Strong earnings
continue to provide support for the stock market at elevated valuations, with the potential for more support
from a reduced corporate tax rate next spring. Here we provide an overview of the nearly completed second
quarter 2017 earnings season.

OUTSTANDING BOTTOM LINE

With about 90% of the S&P 500 Index companies having reported results, earnings growth is tracking to a 12%
year-over-year increase, the second straight double-digit gain . The earnings beat rate of 74% is[Figure 1]
nicely above the five-year average (68%). Although the 4% upside to June 30 estimates (12% versus 8%) is only
about 1% above the long-term average upside, we are impressed with this result coming off the strong first
quarter. The breadth of the earnings gains is also notable, with energy, financials, and technology each
contributing 18% or more to the overall increase in S&P 500 earnings .[Figure 2]

http://lpl-research.com/NOD/081417_WMC_Figure1.pdf
http://lpl-research.com/NOD/081417_WMC_Figure2.pdf
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The consistency with which companies have beaten estimates is also impressive, even when considering the
historical pattern of consensus estimate reductions that give companies a lower bar. Earnings have beaten
consensus estimates for 33 consecutive quarters, covering much of the current economic expansion (based on
Thomson data).

Earnings have beaten consensus estimates for 33 consecutive quarters, covering
much of the current economic expansion (based on Thomson data).

It is worth noting that the comparison for second quarter 2017 earnings growth against the year-ago quarter
was easy, as it was in the first quarter. But it did get slightly tougher compared with the first quarter--growing
off of a 5% decline in the first quarter of 2016 and a 2% decline in the second quarter of 2016. Comparisons will
continue to toughen over the next several quarters, so earnings growth rates are likely to moderate further.

IMPRESSIVE REVENUE UPSIDE

The revenue performance from corporate America is equally impressive. S&P 500 revenue growth is tracking
to a 5.1% year-over-year increase, about 0.5% above June 30 estimates, as 68.5% of companies have exceeded
revenue targets (versus the five-year average of 53% ). Revenue upside has been much tougher to[Figure 3]
come by in recent years, so these numbers are as good as we've seen in a while (since the second quarter of
2011).

http://lpl-research.com/NOD/081417_WMC_Figure2.pdf
http://lpl-research.com/NOD/081417_WMC_Figure3.pdf
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In terms of the drivers of the strong results, an improving global economic growth backdrop, a pickup in
business investment, a still easy comparison versus the earnings recession of 2016, and U.S. dollar weakness
all played roles (a weaker dollar props up overseas earnings for U.S.-based multinationals). Although the dollar
index traded at a higher average price in the second quarter of 2017 than it did in the second quarter of 2016,
analysts' estimates generally reflected a stronger dollar than was actually realized in the quarter.

SOLID GUIDANCE

Forward estimates have held up very well since the second quarter ended, indicating guidance has generally
been upbeat. Between June 30 and August 11, 2017, estimates for the next four quarters fell by 0.6%, which is
less than the typical 2-3% drop observed during prior earnings seasons.

We can also assess guidance by looking at the ratio of negative to positive pre-announcements. Companies
share bad news early more than good news, so the negatives are almost always bigger than the positives. But
the 1.5 ratio of negative to positive pre-announcements for the third quarter is about as good as it gets, with the
long-term average at 2.8 (post-1995). A trend has emerged, as we saw the same solid 1.5 ratio three months
ago when companies were providing guidance for the second quarter.

Generally favorable outlooks from company management teams, coupled with steady economic growth and a
weaker U.S. dollar, help paint a solid near-term earnings picture. Combine that with the potential for upside
from a reduction in the corporate tax rate and lower tax rate for repatriation of overseas cash (we anticipate
both in early 2018), and a bright picture could get even better.

http://lpl-research.com/NOD/081417_WMC_Figure3.pdf
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CONCLUSION

Second quarter earnings season has been outstanding. S&P 500 earnings rose by double-digits for the second
straight quarter with solid upside to both earnings and revenue. The breadth of earnings contributions across
sectors was impressive. Company outlooks have been upbeat, buoyed by a weaker U.S. dollar. Strong earnings
continue to provide support for the stock market at elevated valuations, with the potential for more support
from a reduced corporate tax rate next spring. We believe near double-digit earnings growth is achievable this
year (consensus expectations are roughly +10%) and potentially in 2018 as well.

IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. To determine which investment(s) may be appropriate for
you, consult your financial advisor prior to investing. All performance referenced is historical and is no
guarantee of future results.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no
guarantee that strategies promoted will be successful.

Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal,
and potential liquidity of the investment in a falling market.

Because of its narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be
subject to greater volatility than investing more broadly across many sectors and companies.

The fast price swings in commodities and currencies will result in significant volatility in an investor’s
holdings.

Currency risk is a form of risk that arises from the change in price of one currency against another.
Whenever investors or companies have assets or business operations across national borders, they face
currency risk if their positions are not hedged.

All investing involves risk including loss of principal.

INDEX DESCRIPTIONS

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure
performance of the broad domestic economy through changes in the aggregate market value of 500 stocks
representing all major industries.

The USD Index measures the performance of the U.S. dollar against a basket of foreign currencies: EUR,
JPY, GBP, CAD, CHF and SEK. The U.S. Dollar Index goes up when the dollar gains “strength” compared to
other currencies.

This research material has been prepared by LPL Financial LLC.

To the extent you are receiving investment advice from a separately registered independent investment
advisor, please note that LPL Financial is not an affiliate of and makes no representation with respect to
such entity.

Not FDIC or NCUA/NCUSIF Insured | No Bank or Credit Union Guarantee | May Lose Value | Not
Guaranteed by Any Government Agency | Not a Bank/Credit Union Deposit

Tracking #1-633810  (Exp. 08/18)
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Bond Market Perspectives | Week of August 7, 2017

 

Key Takeaways

The broad high-quality bond universe has produced a slightly negative return over the last year due to a
pickup in rates from the depressed levels of last summer.
Even with the headwinds, there have been pockets of success over the last year and opportunities
remain.
Despite the potential for ongoing pressure in high-quality fixed income, it remains a critical tool in
diversified, balanced portfolios.

 

The Lost Year

Over the last year, the broad, high-quality Bloomberg Barclays U.S. Aggregate Bond Index has given investors
a total return of -0.2% (as of August 4, 2017). This may leave some investors frustrated, scratching their heads,
and questioning their high-quality fixed income allocations. Despite the tough previous year, there were
pockets of outperformance, even within high-quality fixed income, and opportunities remain. Additionally, we
maintain our belief that high-quality fixed income plays a vital diversification role within balanced portfolios.

 

HOW DID THIS HAPPEN?

Rates became very depressed in summer 2016 on concerns over weak growth, evidenced by soft GDP figures in
the first two quarters of 2016, and weak inflation, with year-over-year CPI falling to 0.8% on July 31, 2016.
Yields abroad also pressured domestic rates lower, as the German 10-year government bond bottomed at
-0.19% on July 8, 2016. A pickup in domestic growth and inflation expectations, and global yields, has helped
push the 10-year U.S. Treasury yield significantly higher since a year ago, up 76 basis points (0.76%) from
August 4, 2016 to August 4, 2017 [Figure 1]. This rise has put pressure on high-quality, longer-duration fixed
income, contributing to the slightly negative total return for the broad high-quality bond market over the last
year.

 

POCKETS OF OPPORTUNITY

There have been pockets of relative success over the last year, however. The three largest segments of the
Bloomberg Barclays Aggregate are Treasuries, investment-grade corporates, and mortgage-backed securities
(MBS). These three groups combined to represent approximately 91% of the index as of August 4, 2017, and
over the last year showed significant dispersion. Treasuries, with above-benchmark duration and low yields,
fared the worst returning -2.1%. Our two preferred segments (both a year ago and today)* within high-quality
fixed income, investment-grade corporates, and MBS performed better than the Aggregate. MBS returned
0.3% over the last year (Bloomberg Barclays U.S. MBS Index), with below-benchmark duration being a major
tailwind for the segment in a period of rising interest rates. Investment-grade corporates, despite the highest
duration among these three segments, performed the best returning 1.8% (Bloomberg Barclays U.S. Corporate
Index). A significant tightening in spreads over that period boosted performance, as did investment-grade

http://lpl-research.com/NOD/Bond_Market_Perspectives_08082017-1.pdf
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corporates' relatively high yield compared with Treasuries and MBS. (For more information about the makeup
of the Bloomberg Barclays U.S. Aggregate Bond Index, please see our previous Bond Market Perspectives:

.)Understanding Bond Benchmarks

Lower-quality fixed income performed well also, in line with the sharp moves higher in equity markets over the
last year. High yield and bank loans, which have been our favorite two low-quality segments over the last year,
are the top two performing asset classes within fixed income overall. High yield boasts a 10.9% total return on
a one-year basis  (Bloomberg Barclays High Yield Bond Index), and bank loans 5.9% (S&P/LSTA U.S.
Leveraged Loan 100 Index). Our preference for bank loans became pronounced in late 2016, as high-yield
valuations became quite expensive, in our view, and loans were more conducive to our forecast of gradually
rising short- and long-term interest rates.

 

THERE MAY BE MORE PRESSURE…

LPL Research's view of the direction of longer-term interest rates throughout the year has been marginally
higher, with rates gradually increasing amid a pickup in growth and inflation. We continue to expect the
10-year Treasury to end 2017 in its current 2.25-2.75% range. Given that we are now trading at the bottom of
that range, our bias would be for rates to end the year marginally higher than where they are now. This could
put more pressure on high-quality fixed income throughout the remainder of the year [Figure 2]. In fact, over
the remaining four months of the year, an increase in Treasury yields of just 17 basis points (0.17%) would
result in a flat return for the Bloomberg Barclays Aggregate (assuming no change in spreads across
high-quality sectors like investment-grade corporates and MBS). Importantly, if yields advance due to
increasing levels of growth and inflation, spreads across investment grade and MBS could decline further,
offsetting the impact of increasing interest rates.

 

…BUT DON'T GIVE UP ON HIGH-QUALITY

Despite the pressure that high-quality fixed income has been under over the last year, it remains a vital part of
well-balanced, diversified portfolios and investors should resist the temptation to move down the quality
spectrum amid expensive valuations in asset classes like high yield. Despite low-quality fixed income's
outperformance over the last year, one needn't look further than recent pullbacks in equity markets to solidify
the belief that high quality is a valuable risk mitigation tool in balanced portfolios [Figure 3]. Although
lower-quality fixed income choices like high yield and bank loans can add yield and upside potential to fixed
income allocations during times of economic and equity market strength, they do not provide the same
protection as high-quality fixed income in down markets.

 

CONCLUSION

https://lpl-research.com/~rss/LPL_RSS_Feeds_Publications/BMP/Bond_Market_Perspectives_01312017.pdf
https://lpl-research.com/~rss/LPL_RSS_Feeds_Publications/BMP/Bond_Market_Perspectives_01312017.pdf
http://lpl-research.com/NOD/Bond_Market_Perspectives_08082017-2.pdf
http://lpl-research.com/NOD/Bond_Market_Perspectives_08082017-3.pdf
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The relatively flat year for broad high-quality fixed income has been challenging for diversified investors, and
may logically have some questioning their allocations. Contributing forces included a start from very depressed
rates a year ago and a large pickup in growth and inflation expectations due to the Trump administration's
pro-business policy stance. Notably, there have still been bright spots over the year, like investment-grade
corporates, MBS, and lower-quality fixed income. We believe investors should maintain high-quality fixed
income allocations for diversification purposes and resist the temptation to rotate to lower-quality assets for
higher yields amid stretched valuations in asset classes like high yield. High-quality fixed income shines during
periods of equity market weakness and has protected investors in ways that lower-quality fixed income has not
historically. Despite the recent headwinds (and potential for more in the near term), we maintain that
high-quality fixed income is critical to well-diversified, balanced portfolios.

 

*We continue to find relative value in investment-grade corporate bonds given continued strength in credit
markets and the yield premium over Treasuries. Among high-quality bonds, MBS continue to offer an
attractive trade-off between yield and interest rate risk.

IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. To determine which investment(s) may be appropriate for
you, consult your financial advisor prior to investing. All performance reference is historical and is no
guarantee of future results. All indexes are unmanaged and cannot be invested into directly.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no
guarantee that strategies promoted will be successful.

Because of their narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be
subject to greater volatility than investing more broadly across many sectors and companies." 

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values and yields will
decline as interest rates rise, and bonds are subject to availability and change in price.

Government bonds and Treasury bills are guaranteed by the U.S. government as to the timely payment of
principal and interest and, if held to maturity, offer a fixed rate of return and fixed principal value.
However, the value of fund shares is not guaranteed and will fluctuate. 

Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and
are subject to market, interest rate, and credit risk as well as additional risks based on the quality of issuer
coupon rate, price, yield, maturity, and redemption features.

Mortgage-backed securities are subject to credit, default, prepayment risk that acts much like call risk when
you get your principal back sooner than the stated maturity, extension risk, the opposite of prepayment risk,
market and interest rate risk.

High-yield/junk bonds are not investment-grade securities, involve substantial risks, and generally should
be part of the diversified portfolio of sophisticated investors.

Investing in foreign and emerging markets debt securities involves special additional risks. These risks
include, but are not limited to, currency risk, geopolitical and regulatory risk, and risk associated with
varying settlement standards.

Bank loans are loans issued by below investment-grade companies for short-term funding purposes with
higher yield than short-term debt and involve risk.

Gross Domestic Product (GDP) is the monetary value of all the finished goods and services produced within a
country's borders in a specific time period, though GDP is usually calculated on an annual basis. It includes
all of private and public consumption, government outlays, investments and exports less imports that occur
within a defined territory. 

Consumer Price Inflations is the retail price increase as measured by a consumer price index (CPI).

Yield spread is the difference between yields on differing debt instruments, calculated by deducting the yield
of one instrument from another. The higher the yield spread, the greater the difference between the yields
offered by each instrument. The spread can be measured between debt instruments of differing maturities,
credit ratings, and risk.

There is no guarantee that a diversified portfolio will enhance overall returns or outperform a
non-diversified portfolio. Diversification does not ensure against market risk.
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INDEX DEFINITIONS

The Bloomberg Barclays U.S. Aggregate Bond Index is a broad-based flagship benchmark that measures the
investment-grade, U.S. dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries,
government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS,
and CMBS (agency and non-agency).

Bloomberg Barclays High Yield Bond Index is an unmanaged index of corporate bonds rated below
investment grade by Moody's, S&P or Fitch Investor Service. The index also includes bonds not rated by the
ratings agencies.

The Bloomberg Barclays U.S. Mortgage Backed Securities (MBS) Index tracks agency mortgage backed
pass-through securities (both fixed rate and hybrid ARM) guaranteed by Ginnie Mae (GNMA), Fannie Mae
(FNMA), and Freddie Mac (FHLMC). 

The Bloomberg Barclays U.S. Corporate Index is a broad-based benchmark that measures the
investment-grade, U.S. dollar-denominated, fixed-rate, taxable corporate bond market.

The S&P/LSTA U.S. Leveraged Loan 100 Index is designed to reflect the performance of the largest facilities
in the leveraged loan market.

RES 6008 0817   |   Tracking #1-632208   (Exp. 08/18)
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Independent Investor | August 2017

 

Your Financial Life: A Month-by-Month Guide

Every year, millions of Americans resolve to get their financial house in order. Then, as the year slips away, so
do their good intentions. Sound familiar? If so, don't give up. Maybe you just need a different approach.

This month-by-month financial checklist focuses on specific financial tasks. If you manage to accomplish just a
few of them, you should be in better shape financially and have more control a year from now.

The Winter Months

January -- Reviewing and updating your budget at the beginning of the New Year can get you off to a good
start. Evaluate last year's income and expenses and adjust your plan accordingly. Try to revisit your budget
throughout the year to see how much progress you're making or to identify areas where you need to improve.

 

February -- By February you should have your Form W-2 from your employer(s). Gather the rest of your tax
documents--property tax receipts, mortgage interest, donation receipts, etc.--so you're ready to meet with your
tax advisor as soon as you have all your information. If you're getting money back, filing in advance of the April
deadline can mean an earlier refund.

 

March --This might be a good time to check your retirement and other investment portfolios and compare
their performance with a benchmark index. And if your asset allocation has changed, rebalancing can bring it
back to its original mix.1

Spring Ahead

April -- Federal income tax returns are due on or around April 15. If you are expecting a tax refund, consider
directing the extra money toward your retirement. Every little bit can add up. Remember, you have until the
tax filing deadline to contribute to an individual retirement account (IRA) for the prior year.

 

May -- Consider designating May as "check your credit report" month. You're entitled to one free credit report
annually from each of the three major credit reporting agencies: TransUnion, Experian, and Equifax. Check all
three reports at the same time or at different times throughout the year. Log on to AnnualCreditReport.com to
stay on top of changes or suspicious activity.

 

June -- In June, review your estate plan, beneficiary designations, and the individuals you've named as
executor and as guardian for your minor children. Changes in your family situation might require adjustments
to your plan.

The Good Old Summertime

July -- July is a good time to schedule an appointment with your financial professional to check that you're on
track with pursuing your goals. Summer is also a good time to start teaching your children valuable lessons
about money. Help them establish a savings account at your local bank and encourage them to set aside money
each month for wish-list purchases.

 

August -- Make sure your summer fun didn't upend your budget with a review of your credit card accounts
and personal loans. If you're not making progress with reducing your debt, come up with a plan to pay down
your balances faster.

 

September -- September is Life Insurance Awareness Month, so review your coverage to make sure it's
adequate for your family's needs. Check your disability coverage as well, and consider the need to supplement
any employer-provided coverage you may have.

Fall Into Good Year-End Habits
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October -- October is generally the time for reviewing employee benefits and making choices for the coming
year. Contributing to a health savings account (HSA) or flexible spending account for health and/or dependent
care can potentially lower your tax bill.

 

November -- Begin year-end tax planning by November to take advantage of strategies that may help
minimize your income tax obligation. Waiting too long can deprive you of opportunities. As part of your
assessment, consider your investments. Holding on to investments in a taxable account for more than one year
will typically qualify you for a lower tax rate when assets are sold.

 

December -- Consider donating to charitable organizations before year-end. Contributions charged to a
credit card or paid by check by December 31 may be deductible on this year's tax return.

 

1Asset allocation does not assure a profit or protect against a loss. Rebalancing a portfolio may create a taxable
event if done outside a retirement account.

The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. All performance referenced is historical and is no guarantee of
future results. All indices are unmanaged and may not be invested into directly. This article was prepared by
DST Systems Inc. The opinions voiced in this material are for general information only and are not intended to
provide specific advice or recommendations for any individual. We suggest that you discuss your specific
situation with a qualified tax or legal advisor. Please consult me if you have any questions. LPL Financial
Representatives offer access to Trust Services through The Private Trust Company N.A., an affiliate of LPL
Financial.

Because of the possibility of human or mechanical error by DST Systems Inc. or its sources, neither Wealth
Management Systems Inc. nor its sources guarantees the accuracy, adequacy, completeness or availability of
any information and is not responsible for any errors or omissions or for the results obtained from the use of
such information. In no event shall DST Systems Inc. be liable for any indirect, special or consequential
damages in connection with subscribers' or others' use of the content.
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The average total
child-rearing costs
for a child born in
2015 and living at
home through age 17
range from $174,690
to $372,210,
depending on the
family's income level.

How Much Will That Little Bundle of Joy Cost You? Try $233,610

 
It certainly comes as no surprise to parents that raising a child can be expensive. But just how expensive?
While many financial studies focus solely on college costs, research by the U.S. Department of Agriculture
(USDA) provides parents and prospective parents with a general idea of the cumulative expenses for a child 

 college kicks in.before

The results are sobering. According to its study  the average totalExpenditures on Children by Families, 2015,
child-rearing costs for a child born in 2015 and living at home through age 17 is now $233,610 (in 2015
dollars). The USDA calculations include a wide variety of expenses, including housing, child care and
education, health care, clothing, transportation, food, personal care, and entertainment.

Estimated Cumulative Child-Rearing Expenditures, 2015-2032

Lowest Income Group (<$59,200) $174,690

Middle Income Group (between $59,200
and $107,400)

$233,610

Highest Income Group (>$107,400) $372,210

Source: USDA, Expenditures on Children by Famiies, 2015, Table 1.

 

Two-parent households in the lowest income group (those earning under $59,200 per year) are estimated to
spend between $9,330 and $9,980 per year on average; those in the medium income group (earning between
$59,200 and $107,400) can expect to spend between $12,350 and $13,900 per year; and those in the highest
income group (with incomes above $107,400) can expect to spend between $19,380 and $23,380 on average.

For a middle-income family with two children, the largest expenditures are:

Housing, at an average of 29% of total expenses

Food, 18%

Child care/education, 16%

Transportation, 15%

Health care, 9%

Not surprisingly, geography matters. Parents in the "Urban Northeast" had the highest average expenses, while
those in "Rural" areas had the lowest. It also should come as no surprise to parents that it is generally more
expensive to raise a child today than it was when they were children.

The USDA website has a free calculator that can help parents estimate their child care costs. The Cost of
 factors in geography, single-parent or two-parent status, and the costs ofRaising a Child Child Calculator

additional children.

 

Source: Lino, M., Kuczynski, K., Rodriguez, N., and Schap, T. ,Expenditures on Children by Families, 2015
United States Department of Agriculture, Center for Nutrition Policy and Promotion. Miscellaneous
Publication No. 1528-2015. January 2017 (revised March 2017).

© 2017 DST Systems Inc. All rights reserved.

Tracking #1-029019

https://www.cnpp.usda.gov/tools/CRC_Calculator/default.aspx
https://www.cnpp.usda.gov/tools/CRC_Calculator/default.aspx
https://www.cnpp.usda.gov/sites/default/files/expenditures_on_children_by_families/crc2015.pdf


The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. To determine which investment(s) may be appropriate for
you, consult your financial advisor prior to investing. All performance referenced is historical and is no
guarantee of future results. All indices are unmanaged and cannot be invested into directly.
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