
The News Tribune, 2016-10-02 Cropped page Page: 2D

Copyright 2016 Olive Software 2016-10-02 08:58:16

2D SUNDAY OCTOBER 2 2016Business THENEWSTRIBUNE.COM

“I was confirmed 97-
to-0,” said VA Secretary
Bob McDonald, recalling
the Senate vote in July
2014 on his nomination to
lead 360,000 VA employ-
ees and an aging infra-
structure in delivering
health care, disability and
education benefits, and a
host of other services, to
millions of veterans.
“And what I sensed was

an appetite for, an urging
for, somebody with experi-
ence transforming large
organizations to do that,”
added the retired chief
executive officer and
board chairman of Proctor
& Gamble Co. “While I
have seen that, I have seen
it sporadically. And right
now, perhaps because of
the elections upcoming,
we’re seeing a hiatus in
that kind of thinking.”
In an hourlong interview

in his office overlooking
the White House, McDo-
nald expanded on the
surprisingly sharp critique
of Congress he delivered a
week earlier while testify-
ing on recommendations
of the congressionally
chartered Commission on
Care.
McDonald is upset to

see fiscal 2016 expiring
with Congress having
failed to pass up to two
dozen pieces of legislation
he labels “essential” for
continuing to transform
the VA to better serve
veterans — with faster
access to quality health
care outside the VA,
breaking a disgraceful
logjam of disability claim
appeals, shelving archaic
statutes that handcuff
staff, and more.
The enthusiasm he felt

on Capitol Hill two years
ago came amid a patient
wait-time scandal that
alarmed veterans and
demoralized the Veterans

Health Administration. It
also spurred Congress,
nearing a long election-
year recess, to swiftly
negotiate and pass a
flawed Veterans Choice
Act, hailed with false
promises that would con-
fuse and anger veterans.
McDonald, a top indust-

ry executive but also a
West Point graduate and
former Army Ranger, not
only was volunteering to
clean up a mess but to
transform the entire de-
partment, its legacy prac-
tices and systems, into a
high-performance organi-
zation that would put
customers — veterans —
first.
The transformation is

well underway, McDonald
said, but it won’t progress
at the speed and breadth
veterans deserve unless
Congress helps. The VA
needs legislation to
streamline and consoli-
date six separate commu-
nity-base care programs

that the VA still must run
in addition to the Choice
program. It needs author-
ity to repair a broken
claims appeal system that
has veterans waiting three
years for a decision; to lift
unnecessary limits on
physician work hours; to
extend VA authorities to
maintain services, such as
transportation to facilities
in rural areas and for voca-
tional rehabilitation, and
to fix provider agreements
with long-term care facil-
ities so the hassle of deal-
ing with VA don’t keep
enticing these facilities to
turn out vets.
These are highlights of

100 proposals sent to
Congress with the VA
budget in February, most
of which haven’t been
voted on by both the
House and Senate to be-
come law, McDonald said,
despite the continual pro-
veteran rhetoric heard
from Republicans holding
majorities in both cham-
bers.
McDonald noted that in

May the Senate Veterans
Affairs Committee with
bipartisan support cleared
an omnibus bill, the Veter-
ans First Act, packed with
reforms. Yet no floor vote
has been scheduled. A
senator or two, it seems,
has a hold on the bill,

upset over how it would be
funded or over how it
would keep the VA in
control of access to non-
VA health providers.
Despite that disappoint-

ment, McDonald suggest-
ed he works well with the
Senate committee and
chairman Sen. Johnny
Isakson, R-Ga..
The House, meanwhile,

has passed many separate
veteran bills that the VA
doesn’t view as critical.
Recently, it voted for the
appeals process reforms
the VA wants, but linked it
to tougher accountability
measure that the adminis-
tration opposes. The dis-
puted provisions would
relax employee job protec-
tions so that, at the VA
alone, staff members
could be fired or demoted
more easily for wrong-
doing or poor performance
than is possible in other
agencies. Many bills get
passed “as demonstrations
of a particular ideology
[without] bipartisan sup-
port,” said McDonald. “As
a result, it’s all about legis-
lative jujitsu of can you get
the president to agree to
something he doesn’t
want to agree to, by at-
taching something good to
it.”
McDonald said he real-

ized soon after becoming

secretary that veterans’
issues, even priority re-
forms strongly backed by
veteran service organiza-
tions, are not free these
days of the bitter partisan-
ship that has made Con-
gresses increasingly dys-
functional.
“I perceived that rela-

tively early on,” he said,
“particularly when there
was this spirit of ‘gotcha!’
If you say the wrong word,
the political opposition
tries to exploit it in order
to embarrass the adminis-
tration. It wasn’t some-
thing I was familiar with in
business.”
His harshest critics are

Republicans on the House
Veterans Affairs Commit-
tee. Its chairman, Rep. Jeff
Miller, R-Fla., led long
investigations into the
patient wait-time scandal
and launched many other
examinations of VA waste,
fraud and abuse since
taking the committee
gavel in 2011. His staff
pumps out a steady stream
of press releases focusing
on VA corruption.

Send comments to Military
Update, P.O. Box 231111,
Centreville, VA, 20120.
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Rush
Commercial
Construc-
tion in Gig
Harbor, has
recently
announced
leadership
changes.
Lee Kilcup is the new
lead for the company and
Paul Garlock is the oper-
ations manager.
Kilcup, previously presi-

dent and CEO of GLY
Construction, will work
with Garlock, who has 41
years’ experience in the
construction industry,
managing the staff to
deliver projects, analyze
systems and procedures to
make the firm more effi-
cient. Ruch will target
projects including senior
housing and assisted-
living housing, medical,
office and tenant improve-
ment with a continuation
in multifamily and mixed
use projects.

A Cara Ritchie has
recently been named gen-
eral manag-
er at Simon
Tacoma
Mall. She
will be re-
sponsible
for local
leasing,
tenant rela-
tions, build-
ing operations, security
and marketing efforts.
Additionally, she will act
as a key liaison with va-
rious community partners
and strategic organiza-
tions. Previously she
worked at the College
Mall in Bloomington,
Indiana, at Simon’s corpo-
rate offices, assistant man-
ager at Lenox Square in
Atlanta and general man-
ager at ABQ Uptown in
Albuquerque, New Mex-
ico.

APilkey-Hopping &
Ekberg Inc. in Tacoma
was recently named a

2016 Best Practices Agen-
cy by the Independent
Insurance Agents & Bro-
kers of America. Agencies
are awarded the desig-
nation every three years
based on a comprehensive
nomination and qualifying
process. Of more than
1,800 agencies nomi-
nated, 254 qualified for
the designation.
Compiled by Mary An-

derson, staff writer
The News Tribune pub-

lishes hires and promotions
at the professional and
management levels. It recog-
nizes honors at the state or
national level awarded by
independent professional or
trade associations and
appointments to corporate
or civic boards. To submit
information go to
thenewstribune.com/
business, go to People In
Business and select Add an
announcement. All submis-
sions become the property of
The News Tribune and may
be published in any form.
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When there were just
hundreds of hedge funds,
private equity funds and
actively managed mutual
funds, some of the in-
vestment managers with
the right mix of skill and
luck were able to stand
out, producing impressive
performance beyond that
indicated by common
index benchmarks.
Today, there are tens of

thousands of hedge funds,
private equity funds and
actively managed mutual
funds. Rather than a rela-
tively small number of
people trying to exploit
mispricing of stocks and
bonds to generate impres-
sive returns, investment
markets are saturated with
investors looking for an
edge. And in many ways,
it’s not just investors
searching for that edge,
it’s computers.
Advanced math, data

processing power, ma-
chine learning and high-
speed trading have given
sophisticated investors
new ways to operate in
markets around the world.
Markets aren’t compet-
itive, they are hyper-com-
petitive. New information
about a company and its
stocks or bonds is incorpo-
rated in markets in nano-
seconds. Nobody legally
and consistently has more
information to profit from
than others.
As more investors have

built their skills and re-
sources to evaluate and
transact in markets, the
available returns beyond
benchmarks have dimin-
ished. Michael Maubous-
sin, an author and in-
structor on investing at
Columbia Business School
calls this the paradox of
skill.
“Over the past 30 years,

investing went from being
dominated by individuals
to dominated by institu-
tions,” Mauboussin writes.
“As investors have become
more sophisticated and
the dissemination of in-
formation has gotten

cheaper and quicker over
time, the variation in skill
has narrowed and luck has
become more important.”

SKILL OR LUCK?
Eugene Fama of the

University of Chicago has
researched market prices
and performance for more
than 50 years. He received
the Nobel prize in eco-
nomic sciences in 2013. I
had an opportunity recent-
ly to join a small group of
financial advisers to see
him present his latest
work. Among his many
points about how to effi-
ciently capture returns, he
said, “You can never tell
good active managers
from bad because all out-
comes are due to chance.
In the good return pop-
ulation there are a lot of
lucky guys and in the bad
return population there are
a lot of unlucky guys.”
Billions of dollars in-

vested by individuals and
institutions are overpaying
and underachieving in
investments where skill
doesn’t pay like it once did
and luck is a larger influ-
ence than ever. For most
people, their investment
participation comes
through mutual funds —
often a limited selection
within an employer’s re-
tirement plan. Paying
higher fees to managers of
these funds attempting to
extract some edge is more
frequently becoming a
loser’s game.

TOUGH TO BEAT
THE MARKET
Standard & Poor’s tracks

mutual fund performance
compared to benchmarks.
Over all measured time
periods, a majority of man-
aged funds have underper-
formed. Over the 10 years
ended June 30, this under-
performance is striking.
Among U.S. mutual funds,
85.36 percent of large-cap
managers, 91.27 percent of
mid-cap managers, and
90.75 percent of small-cap
managers failed to out-
perform relevant bench-
marks. The trend applies
to international stocks and
bond funds as well.

There are managers who
outperform. They are
among the small percent-
age that holds an edge
over a period of time, but
they do not hold that edge
persistently. And often, in
order to build an edge,
they take more risk than
their peers. This is what
can make them less likely
to repeat the excess per-
formance.
Add this to uninspiring

results of hedge funds and
private investments and it
becomes clear why the
largest institutional fund
in the U.S. (California
Public Employees Retire-
ment) and the largest
government fund in the
world (Norway Govern-
ment Pension) are moving
away from high-cost ac-
tively managed invest-
ment strategies. For exam-
ple, in its portfolio of 60
percent stocks, 40 percent
in bonds, real estate and
cash, the Norway sove-
reign fund owns a small
piece of most of the pub-
licly-traded stocks in the
world, tilting its portfolio
toward smaller companies
and value stocks, for their
higher expected returns
over long periods.

SIMPLE MAY BE BETTER
A globally diversified,

low-cost, tax-efficient
investment portfolio that
simply captures the mar-
ket return can help more
people achieve their goals
with less risk of underper-
formance. This applies
regardless of whether you
are growth-oriented as you
work toward retirement or
focused on sustainable
financial security when
you’re no longer contrib-
uting to your savings in
retirement.
The conventional ap-

proach — choosing from
actively managed mutual
funds, influenced by
media touting “best of”
lists — has demonstrated
little evidence that it is
worthwhile. You don’t
have to pick the right in-
vestments or move in and
out of them only at the
right time in order to have
a positive investment ex-
perience. Buy the global
market and let it work for
you.

Gary Brooks is a certified
financial planner and the
president of Brooks, Hughes
& Jones, a registered
investment adviser in Gig
Harbor. Reach him at
bhjadvisors.com.
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Investment skills
demand a growing
amount of luck
BY GARY BROOKS
Contributing writer
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Friday 1 year ago

Prime rate 3.50 3.25

Federal Target Rate 0.50 0.25

3-month Treasury bills 029 0.00

6-month Treasury bills 0.45 0.08

10-year Treasury notes 1.60 2.06

30-year Treasury bonds 2.32 2.87

— BLOOMBERG.COM AND U.S. TREASURY

KEY RATES

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 ac-

counts.

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.

DEPOSITS AUTO LOANS
Institution MMA CD IRA New Used
America's CU 0.20/0.20 0.35/0.35 0.45/0.45 3.490 3.240

Chase 0.01/0.01 0.01/0.01 0.05/0.05 NO 3.240

Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.556 3.829

Commencement Bank 0.10/0.10 0.30/0.30 0.30/0.30 4.057 5.373

HomeStreet Bank - West-

ern

0.45/0.45 0.35/0.35 0.35/0.35 NO NO

KeyBank 0.04/0.04 0.15/0.15 0.10/0.10 2.740 3.140

Qualstar CU 0.25/0.25 0.40/0.40 0.50/0.50 2.240 1.990

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 2.740 2.490

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 2.340

America's CU 0.20/0.20 0.35/0.35 0.45/0.45 3.490 3.240

Washington average 0.12/0.12 0.22/0.22 0.27/0.27 3.106 3.148
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
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ten much traction in
Washington state, likely
because of the extent of
labor membership in pri-
vate-sector industries
including Boeing and
forest products and in the

public sector; the Bureau
of Labor Statistics says
Washington, with 18 per-
cent of its workforce un-
ion-represented, ranks
fourth among all states.
But it has gotten some-

where nationally; 26 states
have right-to-work laws,
and they’re not all in the
South or Sun Belt; Wiscon-
sin, Michigan and Indiana

also have them.
Labor has long charac-

terized right-to-work laws
as “right to work for less”
and as attacks on workers,
but the fact they’re now in
place in a majority of
states reflects the often
ambivalent and conflicted
attitudes about unions and
their political stances,
even in supposed labor

strongholds.
Labor still wields politi-

cal power, especially in
Washington state, and its
stance on some issues
aligns with that of many
voters. But leadership and
a sizable piece of the rank
and file have split on can-
didates, including in the
presidential race. Labor’s
grip on public-sector em-

ployment seems secure,
but unions in the tech
sector and with many of
the millennials it employs
are regarded as anachro-
nistic.
And there’s one more

conclusion that we can
draw about what doesn’t
change. Reed Larson may
be gone from the scene,
but the arguments over

unions’ effectiveness,
necessity and usefulness
will long endure.

Bill Virgin is editor and
publisher of Washington
Manufacturing Alert and
Pacific Northwest Rail
News. He can be reached at
bill.virgin@yahoo.com.
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