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House Armed Services
Committee conferees, in
negotiating a final fiscal
2017 defense authoriza-
tion bill, succeeded in
blocking every substan-
tive initiative aimed at
slowing military compen-
sation growth as had been
backed by the Senate, the
Obama administration
and the Joint Chiefs of
Staff.
As a result, active and

reserve component forces
will get a 2.1 percent pay
raise Jan. 1 rather than 1.6
percent, avoiding a fourth
consecutive cap on the
annual military pay ad-
justment, each of which
kept troop raises at least a
half percentage point
behind private-sector
wage growth.
Negotiators also reject-

ed the Senate’s embrace
of higher co-pays for
off-base pharmacy bene-
fits to spur greater use of
generic and mail-order
drugs. Co-pays on brand
name drugs at retail and
mail order won’t climb
now from $24 to $46 by
2026, and those on gener-
ic drug at retail outlets
won’t rise from $10 to
$14 by 2025. Brand drugs
not on the Tricare formul-
ary will stay available at
retail, and co-pays on
nonformulary brand
drugs provided by mail
order won’t jump to $92
by 2026.
Conferees shelved a

Senate plan to replace
dual Basic Allowance for
Housing payments of
service members married
to other members with
the single monthly allow-
ance payable to the high-
er ranking member.
Conferees were so care-

ful to avoid bumping
out-of-pocket costs for
the current force that a
larger plan to modernize
the Tricare insurance
benefit will apply new
and higher fees and co-
pays only to future reti-
rees — those who first
enter service on or after
Jan. 1, 2018, and serve at
least 20 years. Current
members and retirees
would be exempt from
higher fees. As envisioned
by conferees, Tricare in
20 years will be keeping
two sets of fees and co-
pays for retirees based on
the date they entered
service.
While rank-and-file

military might appreciate
such protective actions,
Congress can expect to
hear fresh complaints
from the joint chiefs on
the need to control per-
sonnel costs so that more
defense dollars can be

applied to training, main-
tenance and other
strained readiness ac-
counts. The bigger pay
raise alone will add $330
million to the 2017 bud-
get, dollars the services
will be expected to
squeeze from other ac-
counts, say congressional
sources.
Sen. John McCain, R-

Ariz., chairman of the
Senate Armed Services
Committee, had backed
the smaller pay raise as
negotiations began. But in
a news release announc-
ing the final bill, McCain
praised it for, among
other things, providing
“our troops with the larg-
est pay raise since 2010.”
There are hundreds

more personnel provi-
sions in the National
Defense Authorization
Act (S. 2943) including
dozens to modernize
military health care and
streamline Tricare. The
single largest element is a
comprehensive overhaul
the Uniform Code of
Military Justice based on
recommendations of a
Military Justice Review
Group led by Andrew S.
Effron, former chief judge
of the U.S. Court of Ap-

peals for the Armed
Forces.
The UCMJ reforms, to

take effect in two years,
are the most sweeping
since the code was enact-
ed in 1950. They are to
strengthen the structure
of the military justice
system using best practic-
es of other federal courts;
enhance fairness in pre-
trial and trial procedures;
reform sentencing, guilty
pleas, and plea agree-
ments, and streamline the
post-trial process.
On health care, as Con-

gress did last year in re-
forming military retire-
ment, it relied on the
work of the Military Com-
pensation and Retirement
Modernization Commis-
sion, but also on best
practices from the U.S.
health care industry as
shared in expert testimo-
ny and field trips by
McCain’s staff.
The Tricare triple op-

tion insurance plan will
be pared to two choices:
Tricare Prime remains as
the managed care option
but Tricare Select, a self-
managed, preferred pro-
vider option, will replace
the fee-for-service Tricare
Standard plan and the

current PPO option called
Tricare Extra.
Many details still need

to be settled but only
active-duty family mem-
bers and retirees who join
service after 2017 would
face a new annual enroll-
ment fee and fixed dollar
co-pays that will be part
of Prime or Select.
House conferees said

the bill would permit an
enrollment fee for current
retirees who choose Tri-
care Select by 2020, but
only if Defense officials
can demonstrate and
validate improvements to
access and care.
One of the most signif-

icant reforms will shift
responsibility for running
military clinics and hospi-
tals from Army, Navy and
Air Force to the Defense
Health Agency, a consoli-
dation to streamline re-
dundant bureaucracies
and standardized best
practices and procedures
across the health care
system.

To comment, write
Military Update, P.O. Box
231111, Centreville, VA,
20120 or email
milupdate@aol.com or
twitter: @Military_Update
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More pruning of
compensations blocked
BY TOM PHILPOTT
Contributing writer

Headlines in financial
magazines and even main-
stream news outlets have
had resounding redun-
dancy over much of the
past four-plus years. Re-
peatedly, we’ve read:
“U.S. stocks are at an
all-time high. Here is what
you need to do now.”
More than 175 days

since April 2012 — when
the U.S. stock market
reclaimed its high after the
2008-09 financial crisis —
have featured new “all-
time highs.”
In most cases, what you

need to do now is to mon-
itor the stock weight of
your portfolio. If it re-
mains aligned with your
goals and risk tolerance,
then do nothing and keep
adding new savings to
stocks if you are still accu-
mulating retirement funds.
All-time highs should

not be feared. Of course,
bear markets can start
from all-time high points.
But that does not mean
that each all-time high
must lead to a bear mar-
ket. Rather, most people
should weigh two fears
when making decisions at
all-time highs — the fear
of missing out vs. fear of
experiencing a decline. A
couple axioms apply here:
“if you think market prices
are high now, just wait five
years” and “it’s time in the
market, not timing the
market that makes a suc-
cessful investor.”
Using the S&P 500

Index to represent U.S.
stocks, we know that
about 8 percent of the
time the market has trad-
ed at an all-time high.
More often than not (79
percent of historical prece-
dent), the S&P 500 is
higher a year after an
all-time high mark, and by
close to 13 percent on
average. Keep stretching
time and returns remain
positive three and five

years after all-time high
points better than 80 per-
cent of the time.
Surely, stock prices

decline, sometimes excru-
ciatingly so. However, the
public market mechanism
has replaced old highs
with new highs, though
with an unpredictable
range of time passing in
between. Historically,
because of this succession
of stock market gains, you
have not needed to invest
in U.S. stocks only at low
points to generate real
wealth. You could even
continually have terrible
timing, moving money
into U.S. stocks only at the
all-time high points and
still see your balance grow
over time.

HISTORY FAVORS THE
PATIENT
If you have disposable

cash to invest and a long
horizon for the money,
now is a good time to
invest regardless of how
close the U.S. stock market
is to trading at a high.
Recent Vanguard research
confirms the precedent for
better results by investing
a lump sum at once as
compared to investing
incrementally — or “dollar
cost averaging” — over
time. Certainly, it’s bene-
ficial to invest when stock
markets are dipping to
periodic lows, but it has
not been a requirement to
make money — more
money, sure, but it’s not
the only path to financial
security.
When evaluating in-

vestment opportunities,
the current price is not the
only important factor. It’s
helpful to understand
value, especially in rela-
tion to other investment
options. There is seeming-
ly an endless supply of
reasons to question future
value of markets. This is
called the crisis du jour.
But when you try to time
entry and exit points to
and from your invest-
ments around the percep-

tion of the market being
risk on or risk off, you’re
more likely to do more
damage to your returns
than if you simply stuck
with an investment strate-
gy meant to align with
your goals over time.

OVERCOME HUMAN
NATURE
Of course, human na-

ture and common cogni-
tive biases are powerful
influences over decision-
making and emotions
about money. There is one
easy way to lessen their
potentially problematic
effect on your psyche and
financial security. Decide
how much cash you need
to fund expenses over the
next few years and keep
this money out of stocks
regardless of the market’s
current value. Your emo-
tional roller coaster should
have fewer ups and downs
if you know your near-
term expenses are cov-
ered.
If you are sensitive to

investment declines even
for long-term money, you
may be wise to reduce the
stock weight in your port-
folio. But beware the pit-
falls of seeking a better
risk/return tradeoff in
other places. Many por-
tions of the bond markets
are also riskier than you
might expect. High-yield
bonds, long-term bonds
and emerging markets
bonds have generated
stock-like returns but
don’t reduce your overall
portfolio risk much at all
compared with stocks.
And even investment-
grade bonds are chal-
lenged to generate positive
returns in a rising interest
rate environment.
While different types of

investments may help
manage risk in your port-
folio, managing your own
behavior when markets
are at their greed and fear
peaks and valleys may be
even more meaningful risk
management. You’ll be-
come a more successful
investor when you focus
on long-term probabilities,
not short-term outcomes.

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.
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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 0.49 0.21
6-month Treasury bills 0.61 0.42
10-year Treasury notes 2.40 2.18
30-year Treasury bonds 3.08 2.91

— 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
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 3.040 3.390
Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.806 3.879
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 3.490 3.940
Qualstar CU 0.25/0.25 0.40/0.40 0.50/0.50 2.490 2.240
Sound CU 0.05/0.05 0.15/0.15 0.30/0.30 2.940 2.640
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 3.748 3.243
Verity CU 0.10/0.10 0.35/0.35 0.43/0.43 2.490 2.340
Washington average 0.12/0.12 0.22/0.22 0.27/0.27 3.229 3.278
Change in average NO/NO NO/NO NO/NO 0.050 0.03
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

MONEY RATES

less of your after-tax in-
come. A smaller “nut” also
makes it easier to pay your
bills should you lose your
job or be unable to work.
Invest in your future,

year in and year out.
Take full advantage of any
company match you’re
offered in a workplace
retirement plan — even if
you’re paying off toxic

debt, because matches are
free money. No workplace
plan? Fund an IRA. Use a
retirement calculator to
ballpark how much you
should be contributing. If
you can’t contribute
enough right now, start
where you can and in-
crease the amount over
time.
Insure against catas-

trophe. Health insurance
can prevent bankrupting
medical bills. Disability
insurance can replace your
income if you can’t work.
Life insurance protects
your dependents. Liability
insurance can cover law-
suits that might otherwise
wipe you out. As you accu-
mulate wealth, make sure
you increase the liability
limits on your home and
auto insurance to at least
equal your net worth.
Build your emergency

fund. Once you’ve paid

off bad debt and gotten on
track with retirement,
focus on boosting your
emergency fund. Your first
goal can be three months’
worth of those must-have
expenses.
Retire your mortgage.

Having a paid-for home by
the time you retire won’t
just help you sleep better
at night. It also means you
don’t have to withdraw as
much from your retire-
ment funds, since you’re
not making mortgage
payments. A lower with-

drawal rate can make your
savings last longer. You
also can turn your equity
into income if necessary
through a reverse mort-
gage or by downsizing.
Create guaranteed

streams of income. In
retirement, your basic
expenses should be cov-
ered by income you can
count on. If Social Security
isn’t enough to cover your
basics, consider buying an
immediate annuity, where
you give an insurance
company a chunk of

money in return for a
lifetime stream of monthly
checks.
Financial security is all

about peace of mind. You
can begin to build it on
almost any income, and
you can start today.

Liz Weston is a certified
financial planner and
columnist at NerdWallet, a
personal finance website,
and author of “Your Credit
Score.” Email:
lweston@nerdwallet.com.
Twitter: @lizweston
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plete victory for the Unit-
ed States, Washington
state and Boeing,” said J.
Michael Luttig, Boeing’s
general counsel, in a state-
ment. “The WTO found in
September that Airbus has
received $22 billion in
illegal subsidies from the
EU and that without these
subsidies neither Airbus
itself nor any of its air-
planes would even exist
today. By contrast, in re-
jecting virtually every
claim made by the EU in
this case, the WTO found
today that Boeing has not
received a penny of imper-
missible subsidies.”
Before anyone gets too

giddy about their victory,
this saga has many more
chapters to run, involving

negotiations and filings
and appeals. The next
chapter, however, may
come in the form of a
WTO decision on Airbus’
contention that the U.S.
hasn’t complied with an
earlier ruling on subsidies
for the 787.
And where is China, a

frequent villain in argu-
ments about trade policy,
in all this? Not as far re-
moved as you might guess.
There’s a school of
thought that says China
will continue milking both
Boeing and Airbus for
production investment
and technical know-how
until it can get its own
commercial aviation in-
dustry established to dom-
inate a market both com-

panies are counting on for
growth. When that day
arrives, look for trade
disputes that dwarf the
present tiffs by compari-
son.
In the meantime, U.S.

trade negotiators can oc-
cupy their time fighting
with their counterparts
over, to name a few in-
dustries of local interest,
commodities like logs and
softwood lumber and
software-embedded in-
tellectual property. Ad-
ministrations in the other
Washington come and go;
fighting about trade, how-
ever, is a permanent resi-
dent.

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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