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From Ken’s
Desk
� So far, we seem to
be repeating the
mistakes of 1930

The U.S. stock market and economy
are in much the same place now as they
were in 1930.

Seventy-nine years ago, unemployment
stood at about 10%, even though the
stock market was 40% above its low
set in the crash a year earlier. As the
calendar moved into 1931, the bottom
fell out. Unemployment ultimately hit
25%, while the stock market lost 84% of
its value.

Recovery stalled in 1930 due to
several ill-advised moves on the part
of the Federal Reserve and the
Hoover administration. The Fed
drained liquidity from the system
and raised interest rates, while the
president — albeit reluctantly — signed
protectionist trade laws and hiked
taxes. Those combined actions choked
off any possible rebound and led to
eight years of Depression.

If policymakers continue along their
recent paths, investors should beware
that history may repeat itself. Stocks
may resume the free-fall they started in
September 2008 and housing prices may
crumble even more if job losses mount
and credit markets seize. The value of
the U.S. dollar may plummet, along with
stocks, because our low interest rates
will induce investors to seek higher-
yielding currencies elsewhere. I believe
the only safe haven will be Treasury
notes and bonds, but only for a short
time. Sheer supply coupled with a weak
currency will force these credits down,
as well.

Recent Fed data suggest that our
prospects of avoiding this dire scenario
are not good. Growth in bank loans,
free reserves and money stock is
slowing, which is evidence that the

Fed has already begun to remove its
stimulus.

The late Nobel laureate Milton
Friedman would be concerned with
such a policy because he believed that
money growth is the key to a strong
economy. Opponents of his views argue
that the Fed’s vigorous expansion of the
money supply in the wake of the credit
crisis risks hyperinflation. Although
that indeed is a possibility, the gap
between the level of expansion
necessary to create hyperinflation and
today’s contracting money supply is so
large that it would take years to fill.

On another policy matter, Fed
Chairman Ben Bernanke believes that
healthy banks mean a healthy economy.
Mr. Friedman would have maintained
that the health of the banking system is
no more important than the health of
any other sector of the economy.

True to form, Mr. Bernanke’s
“quantitative easing” policy is aimed at
helping banks. It has entailed the
purchase of more than $1 trillion of
Treasury and agency fixed-income
securities earmarked for bank balance
sheets, greatly expanding the nation’s
monetary base. The idea behind this
policy is that the fixed-income
securities will shore up the banks’
capital and that the banks, in turn, will
lend that capital. So far, quantitative
easing has not worked because banks
are not lending.

This is nothing new; the same thing
happened during the Great Depression.
The Fed bought bonds and posted them
to bank balance sheets, yet the banks
did not lend.

To get the economy moving, Milton
Friedman’s advice would have been to
inject money directly into the system
to boost consumer confidence and
encourage spending. Unfortunately,
that is the opposite of what is
happening now. Consumers are
hoarding cash. The velocity of money
— or the frequency with which a unit of
money is spent in a specific period of

time — is currently less than 1, which
means that consumers are stuffing
dollars into mattresses rather than
spending it.

To increase velocity, Mr. Friedman
would again have recommended
increasing the money supply. Currently,
however, the rate of money supply
growth is the second lowest of the last
four recessions. During the slowdown
that followed 9/11 and during the
recession of 1980-81, money supply
grew at higher rates.

Meanwhile, the Obama administration’ s
policies are compounding the
problem. Its stimulus package clearly
has protectionist leanings. Organized
labor and small U.S. manufacturers won
an amendment to the stimulus bill
requiring that materials used on
construction and infrastructure
projects be made in the United States.
Further, banks bailed out by the
Troubled Asset Relief Program are
discouraged from hiring immigrants.

In addition, the administration wants to
raise taxes on the rich. The money
would be used to pay for the health care
plan and to reduce deficits. Proponents
of the measure argue that tax hikes will
not hurt the economy, because the
nation’s highest-wage earners have
excess discretionary income. But that is
precisely the point. The high level of
discretionary income among the
wealthy supports spending on travel,
leisure, private schools, household
goods, new cars and real estate. If the
tax hikes take hold, there will be less
spending. Jobs will be lost and the
economy will come under further
pressure.

The same can be said for reducing
deficits. Although paying down debt
sounds prudent, doing so actually
forces the economy to contract. At
reasonable cost, debt is a vital force in
economic growth. At today’s 0% Fed
interest rate policy, the cost of
government debt is at its lowest in
history. The government should lock in
current interest rates for as far out as
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possible. If and when the economy
rebounds in the future, the nation will
be able to meet the debt load easily and
use any additional funds to pay down
the deficit at a time when the economy
can better endure it.

Just as in 1930, our economy is clearly
at an inflection point, and it will not
take much to tip the scales. Even
Congress has taken note. The
Congressional Oversight Panel recently
warned that banks still hold many
risky loans of uncertain value. If
unemployment rises sharply or if the
commercial real estate market
collapses — as many economists fear is
possible — the banking system could
again lose its footing, the report said.

The bottom line is that risk still runs
rampant. For the equity markets to
remain strong, stocks need sustainable
earnings, not technical bounces. To
achieve that, as well as to employ
people and engender confidence, the
economy needs whatever stimulus it
can get.

Ben Bernanke is focused on the health
of banks. President Obama is focused
on taxes. While healthy banks and
sound tax policy are important, they are
micro issues in the midst of a macro
problem. Our leaders need to focus
on expanding the economy through
whatever means are necessary.

Raising taxes, shrinking the money
supply and reining in the deficit will not
spur growth. In fact, they will damage
the nation’s ability to create jobs, ease
the real estate crisis and put the stock
market on a firm foundation.

Today’s policies must be put aside for
now. Once the economy stabilizes, we
will be in a better position to revisit
them. But for now, we are far from
recovery, and getting further every day. 
Information compiled by Ken Marinace

Certain statements contained within are

forward-looking statements including, but not

limited to, statements that are predictions of

or indicate future events, trends, plans or

objectives. Undue reliance should not be placed

on such statements because by their nature, they

are subject to known and unknown risks and

uncertainties.

By The Number$

Referrals

Expectations

42% of more than 3,000 American
investors surveyed in May and June
2009 believe the long term average
annual return of stocks in the future
will be at least 9% before-tax.
Source: Vanguard Center for Retirement Research

Difficult Decade

The 2 worst “peak-to-trough” bear
market declines of the S&P 500 in the
last half century have occurred in the
last 10 years. Source: BTN Research

Kiddie Buyer

A first-time home buyer (subject to
income restrictions) that signs a
purchase agreement by 4/30/10 and
closes by 6/30/10 will qualify for a tax
credit that is worth 10% of the cost of
the home up to $8,000. President
Obama signed an extension of the
tax credit into law on Nov. 6, 2009.
Taxpayers as young as 4 years old have
filed for the credit. Source: IRS

Unreliable

Less than 1 in 4 Americans today (23%)
trust that our nation’s elected officials
in Washington (i.e., House, Senate and
the White House) will do “the right
thing” a majority of the time, the lowest
percentage recorded in a dozen years.
Source: NBC News

Uncle Sam

Series EE Savings Bonds bought from
the US government as of 11/01/09 will
earn +1.2% per year throughout the life
of the bond and will be credited for as
many as 30 years.
Source: Treasury Department

Golden Years

Americans that are working today
expect to live an average of 21 years in
retirement. Source: Wells Fargo

Lots Of Money Pumps

Income received by Americans that are
at least age 65 is derived from multiple
sources, including 39% of their income
is from Social Security, 26% comes from
job wages, 20% is from defined benefit
pension plans , 13% is income generated

from assets the seniors own, and the
remaining 2% of income is from other
sources.
Source: Congressional Research Reports

Banks In China

5 years ago, none of the largest dozen
banks in the world were based in China
(determined per the banks’ stock
market capitalization). At the end of
last month, Chinese banks now occupy
3 of the top 5 positions in this ranking.
Source: Financial Times

Smaller Banks

Commercial real estate loans make
up 32% of the lending originated by
regional banks , compared to just 10% of
the loans made by large national banks.
Source: Keefe Bruyette & Woods

College Costs

Tuition and fees for 1-year of college at
an average 4-year public university (in-
state tuition and fees) is $7,020 for the
current 2009-10 school year. That
amount is almost equal to the cost of
tuition and fees for 1-year of college at
an average 4-year private university
($7,048) during the 1987-88 school year
or 22 years ago. The figures do not
include the cost of room and board.
Source: College Board

Created by SunAmerica Mutual Funds

We Appreciate Those Referrals!

We certainly welcome your referrals
and are always most appreciative
when clients pass our name along
to others. We would like to take
this opportunity to express our
thanks for your continued confidence
and look forward to providing quality
confidential financial services to you,
your friends, and associates.

When you refer us to others, you can be
assured that your personal information
provided by you and those whom you
refer is treated with a high degree of
confidentiality.

Our sincere thanks for recent referrals
go to:

Abe Kleiman
Jim Miller



JANUARY

1 - Jody Raithel
1 - Lydia Williams
2 - Marshall Drucker
4 - Reg Fear
4 - Donald Peterson
6 - Ralph Gerrard
8 - Al Roeters
9 - Donna Johnson

10 - Verena Luisoni
12 - Jim Graves
13 - Susan Gardner
14 - Gwyn Hardinghaus
15 - Mark Evans
16 - Kellye Wallett
17 - Rita Dillon
17 - Stuart Nisbet
17 - Judy Stein
19 - Jo Ann Long
19 - Evelyn Rollins
20 - Betty Iverson
21 - Irv Bagley
23 - Debra Crosley
23 - Mary Morrow
25 - Dianne Southern
26 - Marlene Scozzola
31 - Bob Carson

FEBRUARY

1 - Pam Santee
2 - David Bremner
2 - Chiching Klimach
2 - Doug Remington
3 - Arnie Baker
3 - Oleta Diamond
3 - Bill Hedgcock
5 - Margot Siess
6 - Linda Haworth
9 - Michael Houlemard

10 - Philip Powers
10 - Robert Mazzocco
11 - Bill Williams
11 - Carolyn Lessley
11 - Pat Newsham
16 - Robert Agosta
17 - Elizabeth Veres
22 - Marty Agosta
22 - Dianne Simes
22 - Nancy Nisbet
23 - Irene Murgida
26 - Stephen Temmel
28 - Russ Billings
28 - Linda Knutson

A bimonthly newsletter published by Comprehensive Financial
Services, 3811 W. Burbank Blvd., Burbank, CA 91505.
Tel: 818.846.8092. Fax: 818.845.2010.
Comprehensive Financial Services is a diversified financial
services and planning company. The firm offers investment
counseling, financial planning, money management services,
investments, life and health insurance and annuities.
Material discussed is meant for general illustration and/or
informational purposes only and it is not to be construed as
tax, legal, or investment advice. Although the information has
been gathered from sources deemed reliable, no representation
is made to its accuracy or completeness. Please note that
individual situations can vary, therefore, you should consult
your qualified financial professional before taking action.
This material is not an offer to sell, nor is it a solicitation of
an offer to buy any security. The publisher is not engaged in
rendering legal, tax or accounting advice.
Indices are unmanaged measures of market conditions. It is not
possible to invest directly into an index. Past performance is
not a guarantee of future results.

Happy Birthday
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Ken Ken@cfsburbank.com
tel: 818.846.8092, ext. 3

Anna Anna@cfsburbank.com
tel: 818.846.8092, ext. 6

Lisa Lisa@cfsburbank.com
tel: 818.846.8092, ext. 3

Martha Martha@cfsburbank.com
tel: 818.846.8092, ext. 4

Suzi Suzi@cfsburbank.com
tel: 818.846.8092, ext. 8

Jenifer Jenifer@cfsburbank.com
tel: 818.846.8092, ext. 21
Clients A-M

Sangeeta Sangeeta@cfsburbank.com
tel: 818.846.8092, ext. 5
Clients N-Z

CFS Golden Circle
Clients for 20 years or longer

Annette Alender
Connie Alvero
Arnie Baker & Wendy Glaus
Irv & Zel Bagley
Martin Barmatz & Carolyn Small
David Bremner
Verna Bretonne
Kelley Brock
Joan Bruner
Jim Burgess
Harlene Button
Louis & Doreen Darin
Joe & Liz Dilibert
Rita Dillon
Marshall & Mimi Drucker
Reg & Jan Fear
Dave & Jean Girard
Tullio & Valerie Giudici
Ed & Barbara Glosup
Vorda Gordon
Stuart Grant
Helena Gratland
Connie Greenberg
Eunice Greenwood
Chuck & Gwyn Hardinghaus
Buddy & Linda Haworth
Evelyn Himmel
Hans & Lilo Holzer
James & Julia Kinmartin
Emil & Chiching Klimach
Ham & Jane Lloyd
Harry & Carol Mackin
Jay & Nancy Malinowski
Al & Maddy Maskell
Randy & Pat Maskell
Robert Mazzocco
Peter & Juliane McAdam
Jeanine McMahon
Mary Alice Milward
Dave & Pat Newsham
Bruce & Vicki Oldham
Eugene Orlowsky
Leora Ostrow
George & Joan Pappy
Gary & Joyce Peterson
Ruth Ritter
Debbie Ruggiero
Joe & Pearl Ruggiero
Louise Sanchez
William & Evelyn Schirmer
Phil & Marlene Scozzola
John & Dianne Simes
Carole Steen
Giselle Temmel
Don & Lorraine White
Jack & Teena Wolcott
Toby & Carole Zwikel

With Sincere
Appreciation

We would like to thank you,
our wonderful clients for your
overwhelming generosity for CFS’s
Toy Drive to benefit the Boys & Girls
Club of Burbank. Thank You!

Ken Marinace, The Staff of CFS and
The Boys & Girls Club of Burbank

Pictured above is Shanna Warren, Chief Executive Officer 
B&G Club in Burbank, Ken’s Granddaughter, Lillian
Garretson and Ken Marinace.
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Oops! Retirement
Costs More Than
I Thought!

Conventional wisdom is that people
live on less in retirement. That’s
a good thing, considering American
households are on pace to replace only
60 percent of their income, according to
a Fidelity Research Institute survey.
The only problem is, the same survey
found that retirees are spending a
lot more for retirement than they
projected.

• 82 percent of retirees expected they
would spend about the same or less
in retirement than they did before
they retired – 48 percent thought
they would spend less. Only 18
percent thought they would spend
more in retirement.

• Turns out that only 61 percent met
their own expectations of spending
the same or less – and only 33
percent spent less than before they
retired. Meanwhile, 39 percent
increased spending in retirement,
often because of health care costs!

Source: Journal of Financial Planning

Millionaire’s
TOP 10

What is top on the mind for
millionaires today when it comes
to financial considerations? Here’s
what Fidelity Millionaire Outlook

discovered:

• Managing investments – 52 percent
• Supporting my desired retirement

lifestyle – 52 percent
• Maintaining my household’s wealth

– 46 percent
• Increasing my household

– 46 percent
• Estate planning – 42 percent
• Tax planning – 35 percent
• Supporting the lifestyle I want today

– 34 percent
• Providing for my family’s security

– 30 percent
• Leaving an inheritance – 27 percent
• Paying for child’s/grandchild’s

education – 24 percent
Source: Fidelity Millionaire Outlook

Millionaires And
Their Advisors

The research has been fast and furious
lately when it comes to the linkage
between the wealthy and their financial
advisors – not surprising given the
trends in the marketplace.

Here’s a quick look at some of the most
compelling data:

• Almost one-third of millionaires
have no paid financial advisor and 13
percent of them say they are likely to
start using one in the next 12
months, according to Fidelity

Millionaire Outlook. Of those, more
than a quarter are likely to use an
independent advisor.

• The top reasons driving them to seek
professional advice: improved
portfolio performance, 36 percent;
investment recommendations, 32
percent; comprehensive financial
planning, 30 percent.

• When asked about the main reason
for hiring their first advisor,
millionaires cite: receiving a trusted
recommendation, 22 percent;
reaching a certain wealth level,
17 percent; starting to plan for
retirement, 17 percent.

• Financial planners engender the
most client loyalty when it comes to
the affluent, according to Spectrem
Group’s Affluent Market Insights

2007. [The survey is based on the
responses of 526 U.S. households
with a net worth of $5 million-plus as
well as 3,000 households with a net
worth of $500,000 or more.] Seventy-
one percent said they would follow
their financial planner to a new firm;
64 percent, their investment advisor;
and 54 percent, their full-service
broker.

• The top four drivers to developing
loyalty among the wealthy: returns
my phone calls promptly, 90
percent; provides good returns on
investments, 80 percent; provides
someone for me to contact if he/she
is unavailable, 80 percent; works to
keep fees and expenses low 74
percent. Giving gifts at holidays and
providing free tickets to special
events ranked rock bottom.

Source: Research Magazine

Upcoming Rules

Here are the Credit Card
Accountability, Responsibility, and
Disclosure Act of 2009 provisions,
slated to take effect February 22, 2010:

• The card’s annual percentage rate
can’t be raised on existing balances
for one year after the account is
opened, with certain exceptions.

• After the first year, the higher rate is
limited to new transactions.

• Teaser rates must be disclosed
clearly, and can’t rise for at least
six months.

• For cards with multiple interest
rates, any payments over the
minimum monthly payment must
be applied first to the highest-rate
balances.

• Double-cycle billing, which factors
interest charges over both current
and previous billing periods, is
prohibited.

• Disclosures before and after the
account is opened must be improved
and the cost of credit more clearly
detailed.

• The act requires standard credit card
agreements to be posted online.

• It prohibits the switching of monthly
due dates for credit cards.

• It prohibits fees for exceeding the
credit limit – unless the cardholder
agrees in advance.

• It generally prohibits issuing a card
to consumers younger than 21 unless
they submit a written application
that includes the signature of a
co-signer over 21.

• It prohibits gift cards and similar
types of prepaid cards from expiring
within five years from the date
they were activated – unless that
expiration date is clearly disclosed.
Inactivity fees are permitted only in
certain circumstances.

Source: Financial Advisor Magazine



Kenneth A. Marinace
Comprehensive Financial Services
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Brain Teaser #48
Q & A

Brain Teaser #49

Dicey Arithmetic

Using three of the arithmetical signs
�, �, � and �, can you achieve the
correct total?

The first response with the correct
answer will receive an American
Express Gift Card.
Please email your answer to Martha at
Martha@cfsburbank.com or call her at
818.846.8092, Ext 4

Answer: 4+3-6x2=2

The first response with the correct
answer came from Vinnie Campisi.
His gift certificate is on the way.
Congratulations Vinnie!

What is the missing number?

3        2        12

1        4         8

2        4         ?

Forced Into Early
Retirement

The latest Retirement Confidence

Survey by the Employee Benefit

Research Institute confirms some of the

findings by Boston College’s Center for

Retirement Research. The RCS shows

that workers plan to retire later than

workers planned ten years ago – age 65

instead of age 62. Twenty-four percent

of them plan to retire at age 66 or later.

The hitch is, they may not retire as late

as they plan to.

The survey found that the average

retiree in 2008 retired later than those

who retired ten years ago – age 62,

versus age 60 ten years before. But

that’s still earlier than the planned

retirement age for current workers.

More ominously, the majority of those

who retired early said they were

forced to retire earlier than planned

due to health or disability problems

(28 percent), job loss (28 percent), or

having to care for an ill spouse or

family member (25 percent).

Source: Journal of Financial Planning

Tax Climate

U.S. states with the most and least
business-friendly tax systems.

Rank:

South Dakota 1

Wyoming 2

Alaska 3

Nevada 4

Florida 5

Iowa 46

Ohio 47

California 48

New York 49

New Jersey 50

Source: Tax Foundation

Save the Date

The next client dinner
will be on Saturday

March 13, 2010
Oakmont Country Club

6:30pm
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