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M ilitary members
and families
have little to
cheer from

compromises House and
Senate conferees have
reached as they finalized
details of key personnel
provisions in the fiscal 2016
defense authorization bill.

Here’s a rundown of
personnel initiatives that
reflect a Pentagonmandate
to slow growth in pay and
allowances:

Pay raise cap: Conferees
allow for a third consecutive
military pay raise cap set a
half percentage point below
private sector wage growth.
The Jan. 1 raise will be
1.3 percent, not 1.8 percent as
voted by the House.

President Barack Obama
proposed the cap. To help
ensure he gets the blame,
the bill will not put
fingerprints on a smaller
raise. It will take effect
under an alternative pay
raise plan Obama
announced in August,
making nomention that
Congress could have stopped
it. The bill does embrace a
pay raise freeze on star-rank

officers, as endorsed by the
Senate.

Dampened BAH:
Conferees refashioned a
Pentagon push to dampen
Basic Allowance for
Housing. BAH rates are to
be held down an additional
percentage point per year
until 2019, when they’ll
cover 95 percent, not the
current 99 percent, of
stateside rental costs. The
lower rates only will apply to
members moving to new
assignments. This pace of
easing BAH purchasing
power is slower than sought
by Defense officials who
wanted to reach the total
five-percent trim next year.

Dual couples’ BAH:
Conferees deferred for at
least a year action on the
Senate’s call to end dual
BAH payments to members
married to other members,
or to members sharing
housing. Policy reforms are
promised next year. By
March, conferees want a
study on how to reset BAH
so dual-service couples and
others have allowances that
better match actual housing
costs.

Drug co-pay increases:
Conferees said they accepted
only about 40 percent of the

administration’s plan to
increase pharmacy co-pays
of family members and
retirees for prescriptions
filled off base or by mail. The
size of these co-pay increases
will range from $2 to $4
depending on whether
drugs are brand name or
filled at retail outlets.

Conferees said they need
higher drug co-pays in part
to pay for some near-term
costs associated with
creating the new retirement
plan. Their report also
warns that broader health
reforms are overdue, will be
pursued in 2016 and will
include steps not only to
improve quality and access
to care but higher fees and
cost shares for beneficiaries.

“Blended” retirement
plan: The future force will
have a different retirement
from the 20-year-or-bust
plan used for seven decades.
The define benefit for
serving 20 or more years will
be cut 20 percent. But the
new “blended” plan will
have new features including
a Thrift Savings Plan with
government matching of
contributions up to four
percent of base pay. That’s
atop an automatic annual
one-percent of basic pay

government deposit to
promote TSP participation.

Conferees opted for a four
percent match because it
saves money and is closer to
the maximum TSPmatch
given civilians under by the
Federal Employees
Retirement System. There
was more compromise on
when to end annual
matching. The commission
proposed stopping at
20 years’ service, but also
backed extending that.

A third feature of the plan
is a continuation payment at
12 years for careerists who
agree to serve at least four
more years. The minimum
payment will equal 2.5 times
of monthly basic pay for
active duty members and 0.5
times monthly active duty
pay for Reserve and Guard.
Higher amounts will be
offered, as needed, to retain
the desired career skill mix.

After two years’ service,
TSP accounts will be fully
vested to roll into civilian
employer 401(k)s, which will
give about 83 percent of new
entrants some portable
retirement benefit.
Commissioners also
proposed offering a lump
sum at retirement, perhaps
to buy a house or start a

business, to replace the
earned annuity stream
payable while still working.
The lump sumwould equal
a “discounted present value”
for annuities due before full
Social Security age. Those
who took it still will see full
annuities begin in old age
and last until death.

The House rejected this as
bad deal for newly minted
retirees. Conferees
compromised to offer
smaller lump sum option on
retirement, amounts to
convert only 50 percent or
25 percent of pre-old-age
annuities.

The new retirement plan
will take effect Jan. 1, 2018,
and be mandatory for new
entrants.

Commissaries in limbo:
Conferees rejected the
Pentagon’s call to begin to
cut $1.3 billion in taxpayer
support of commissaries.
Instead, they will arm the
Defense Commissary
Agency with new authorities
to test ways to operate stores
more efficiently including
varied product pricing
schemes.

The impossible-sounding
goal of a new study will be to
preserve the value of the
shopping benefit yet make

commissary and exchange
operations “budget neutral,”
or able to operate without
taxpayer support, by 2019.

Veto: For all the
compromises to control
personnel costs, Obama
vows to veto the bill over
how Republicans use it to
skirt the 2011Budget Control
Act. Rather than repeal or
renegotiate the debt
reduction law to better
protect defense accounts,
Republicans inserted
$38.3 billion more into the
defense bill’s Overseas
Contingency Operations
account, which is exempt
from the budget act’s
ceilings. They ignore the fact
that Overseas Contingency
Operations exists to fund
ongoing wars, not to bolster
baseline defense spending.

Democrats say it’s an
intolerable gimmick and
hope a veto will force
Republicans to support
repeal of BCA or at least
some equal easing of BCA
cost cutting on domestic
programs.

Write Military Update, P.O.
Box 231111, Centreville, VA
20120, or email
milupdate@aol.com. Twitter:
@Military_Update.

TOMPHILPOTT
Military Update

Conferees shape leaner budget for military pay, benefits

DEPOSITS AUTO LOANS

Institution MMA CD IRA New Used

America's CU 0.20/0.20 0.35/0.35 0.45/0.45 2.490 2.240
Chase 0.01/0.01 0.01/0.01 0.05/0.05 NO 2.860
Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.430 3.754
Commencement Bank 0.10/0.10 0.30/0.30 0.30/0.30 4.057 5.373
HomeStreet Bank - Western 0.45/0.45 0.20/0.20 0.35/0.35 NO NO
KeyBank 0.05/0.05 0.10/0.10 0.10/0.10 3.650 4.274
Qualstar CU 0.25/0.25 0.40/0.40 0.50/0.50 2.740 2.990
Sound CU 0.05/0.05 0.15/0.15 0.30/0.30 2.640 2.340
Tapco CU 0.03/0.03 NO/NO NO/NO 2.490 2.240
U.S. Bank 0.05/0.05 0.10/0.10 0.15/0.15 3.999 3.494
Verity CU 0.10/0.10 0.35/0.35 0.43/0.43 2.490 2.490
Washington average 0.12/0.12 0.20/0.20 0.27/0.27 3.110 3.206
Change in average NO/NO NO/NO NO/NO 0.000 -0.010

Source: Informa Research Services

NA: Not available NO: Not offered
Source: Informa Research Services 818-880-8877 Ext. 266
**Do not have a bank, thrift or credit union charter; all products are FDIC insured

MONEYRATES
Here is what Puget Sound-area banks and thrifts were offering on key consumer-loan and deposit
instruments on Friday. All yields are annual.

DEPOSITS MMA:
Rates and yields on money-market
accounts with a balance of $2,500.
CD: Fixed rates and yields on one-year
certificates of deposit of $5,000.
IRA: Fixed rates and yields on 18-month accounts.

LOANS
Auto: Fixed rate for a $10,000, 60-month, new-car loan and for a
$7,000, 48-month, used-car loan for a 1- to 3-year-old model.
Actual rates might change with variations from the scenario,
and fees and other costs at loan initiation.

The state has millions of
unclaimed dollars. Some of it
might be yours.

Once a week, The News
Tribune publishes the names
and last known residences of
people who have forgotten
money.

If you spot your name, call
the Department of Revenue at
800-435-2429.

The state is holding at least
$25 for:

MONEYWATCH THARPE Linda J., Gig Harbor
THAVERIN Nhim, Tacoma
THEIL Henry M., Sumner
THEISTE Danielle, Tacoma
THEROMichael A., DuPont
THIESSEN Allan R., Tacoma
THIESSEN Christine, Tacoma
THOMASON Staci, JBLM
THOREN Robert H., Tacoma
THORSEN Eric M., Tacoma
THORSEN Violet, Tacoma
THRELKELD Patrick R., Puyallup
THRESHER Adam, Spanaway
THULIN Jane E., Gig Harbor
THUNEMANN Joy L., Tacoma
TIBBITTS Dale A., Orting

TIDWELL Varda M., Tacoma
TILTON Steffanie, Tacoma
TIME Faamoaga A., Roy
TIMMONS Jerry, Puyallup
TINSLEY Jonathan M., Sumner
TITAWSH Della, Tacoma
TITCOMD Diana, Tacoma
TITLA Norberto, Tacoma
TODD Ercel A., University Place
TOGIA Taofo P., Tacoma
TOLAND Dana R., Tacoma
TOLLEFSON Karen, Tacoma
TOLOUSE Dewey, Gig Harbor
TOM Russ, Spanaway
TOMAL Kyle A., Gig Harbor

Friday 1 year ago
Prime rate 3.25 3.25
Federal Target Rate 0.25 0.25
3-month Treasury bills 0.00 0.01
6-month Treasury bills 0.06 0.03
10-year Treasury notes 1.99 2.44
30-year Treasury bonds 2.82 3.15

Bloomberg.com and U.S. Treasury

KEYRATES

DEBBIE COCKRELL:
253-597-8364 debbie.cockrell@thenewstribune.com
JOHN GILLIE:
253-597-8663 john.gillie@thenewstribune.com
KATHLEEN COOPER:
253-597-8546 kathleen.cooper@thenewstribune.com
C.R. ROBERTS:
253-597-8535 c.r.roberts@thenewstribune.com

HOWTOREACH US

S ome of the richest
people in the world
have created their
wealth by being

entrepreneurial and
concentrating their
investment in one or two
companies.

Other lucky investors
have purchased the stocks of
one or a few publicly traded
companies early in their
history and kept these
stocks for a long time.

But the paradox of this
approach is that
maintaining wealth is better
accomplished with a more
diversified strategy to limit
the potential destruction
from a concentrated risk.

Investing in individual
stocks comes with more risk
than you are likely aware.

Michael Cembalest,
Chairman of Market and
Investment Strategy for J.P.
Morgan, analyzed
companies in the Russell
3000 Index going back to
1980. This index tracks the
largest 3,000 publicly traded
companies in the U.S.,
representing about 98
percent of the stock market.
The index is reset annually.

From 1980 through 2014,
13,000 companies were
members of the Russell
3000. That’s right, over the
years, 10,000 publicly traded
companies disappeared
from this index. Mergers or
acquisitions absorbed some
of these companies into
others but many simply
failed and were dropped
from the index, replaced by
new growing companies. In
some cases, competition
destroyed slow-to-evolve
companies. In others,
government policies or
unforeseen circumstances
eliminated a company’s
ability to operate profitably.
And it’s not just small
companies you’ve never
heard of that failed.

Remember Blockbuster

and Circuit City? The list of
the once-prominent is long.

Roughly 40 percent of the
13,000 stocks that have been
a part of the Russell 3000
experienced a permanent
decline of 70 percent from
their peak value at one time
or another. They did not, or
have not, meaningfully
recovered their past glory.

Many of the stocks that
had a much higher rate of
return than the market as a
whole didn’t experience
consistent growth. Almost
all stocks challenge their
shareholders’ conviction at
some point. Not many
people will withstand
declines of more than a
third of share price— but it
happens.

To highlight some locally
prominent stocks, consider
the experience of three
companies that have
generated significant wealth
for long-term shareholders
but have been severely
beaten up along the way.

Starbucks had gained
roughly 18,000 percent since
first traded in June 1992
through the end of
September. But from
November 2006 through
November 2008 its stock
price declined by nearly 82
percent.

Microsoft’s stock price
grew over 60,000 percent
fromMarch 1986. But
Microsoft had two separate
episodes with declines
exceeding 60 percent (Dec.
27, 1999 to Dec. 29, 2000)
and (Nov. 1, 2007 to March
9, 2009).

Amazon has seen huge
price gains year-to-date
while the broad U.S. stock
indexes have been battered.
FromMay 1997 through the
end of September its stock
price rose by nearly 29,000
percent. Jeff Bezos’ retail
and technology innovation
hasn’t always been in good
favor with the market
however. From April 1999 to
October 2001, Amazon’s
stock declined 94.3 percent.

A separate 65 percent stock
price decline shook
investors from October 2007
through November 2008
and a 29 percent drop
ended nearly a year ago.

Typically only founders
and early venture capital
investors experience the
massive gains from the
start. And even they don’t
capture all of the massive
gains as they sell and
capture profits from their
initial investment on the
way up.

Most people have a far
different experience. Some
hold on through the rise
and fall but many buy near
the peak of the rise and sell
into the exceptional decline.
Some people who have
ill-timed buy and sell
decisions know only the
experience of losses amid
the otherwise clear
successes of the stocks they
invest in.

The J.P. Morgan report
suggests that “after
incorporating the issue of
single stock volatility, we
find that 75 percent of all
concentrated stockholders
would have benefited from
some amount of
diversification.”

Simply owning a broad
U.S. stock index is a first
level of diversification from
a concentrated U.S. stock
position. Adding
international stocks, bonds,
real estate and other types
of assets introduces more
layers of diversification and
potential risk management.

Especially if your
concentrated position could
have multi-generational
effect on your family, you
need to be clear about your
goals for capital
preservation vs. growth.

Gary Brooks is a certified
financial planner and the
president of Brooks, Hughes
& Jones, a registered
investment adviser in Gig
Harbor. Reach him at
gary@bhjadvisors.com.

Diversification can limit potential
destruction of concentrated risk
GARYBROOKS
Notebook

WASHINGTON—Ben Bernanke recalls
the September weekend in 2008 when
regulators sought desperately but in vain
to save the investment bank Lehman
Brothers as a “terrible, surreal moment.”

“We were staring into the abyss,” the
former Federal Reserve chairman writes of
the tense negotiations, led by Timothy
Geithner, then head of the New York Fed,
and Henry Paulson, then Treasury
secretary.

Regulators hoped to find a buyer for
Lehman and avert what would become
the largest bankruptcy in U.S. history,
which ignited the worst financial crisis
since the Great Depression.

A “blur” is how Bernanke describes the
events.

Bernanke recalls the episode in a
600-page memoir, “The Courage to Act: A
Memoir of a Crisis and Its Aftermath,”

scheduled to be published Monday. The
Associated Press obtained and bought an
early copy.

Top executives of major banks took part
in the marathon talks with regulators.
Bernanke followed the talks from his
Washington, D.C., office, conferring on
speaker phone with officials in New York,
munching on sandwiches and taking
catnaps on the burgundy leather sofa in
his office.

“All we can do is put foam on the
runway,” Bernanke quotes Geithner as
saying, describing the effort to prevent a
fire after a jetliner crash-lands.

Bernanke’s memoir, which he began
after leaving the Fed in February 2014,
revolves around the crisis in which the
government took over mortgage giants
Fannie Mae and Freddie Mac and
provided hundreds of billions in aid to the
biggest U.S. financial institutions.

He notes that the taxpayer-provided

bailouts were widely unpopular. He would
wince, he said, when he saw bumper
stickers saying, “Where’s my bailout?”

But the book amounts to a defense of
the bailouts and the Fed’s rescue program
for the economy. Late in 2008, the Fed cut
its key short-term rate to a record low
near zero, where it remains today, to
support the economy. It also launched a
bond-buying program to try to drive down
long-term borrowing rates.

Recounting the frenzied deliberations
as the Fed grappled with the collapse of
giant insurer American International
Group, Bernanke says, “I kept my
emotions in check and tried to view the
situation analytically, as a problem to be
solved. But once I fully understood how
irresponsible (or clueless) AIG’s executives
had been, I seethed.” AIG eventually
received nearly $185 billion in federal aid.

BERNANKE’S MEMORIES OF 2008

New memoir recalls Lehman’s ‘surreal’ failure
BY MARTIN CRUTSINGER
The Associated Press

Pacific Southern Restaurant has opened
at 3832 S. Pine St., Tacoma. Owner Andy
Kim has upgraded and refurbished the
location and offers in-house made Southern
food with a take of the freshness of the
Pacific Northwest. It serves breakfast, lunch
and dinner with menu items including
french toast, omlettes, gumbo, po-boys,
jambalaya, chicken and waffles and burgers
to name a few. It is open daily 7 a.m.-1 a.m.
and can be contacted at 253-474-9898.
Compiled by Mary Anderson, staff writer.

The News Tribune publishes businesses
that open or relocate within the past six
months. To submit information go to
thenewstribune.com/business/new_business
and select submit an announcement. All
submissions become the property of The
News Tribune and may be published in any
form
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