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The Department of
Defense pharmacy pro-
gram is on to track to slice
$1.3 billion off projected
drug costs from 2014 to
2019, thanks to higher
beneficiary co-pays, tight-
er point-of-service rules
and recent streamlining of
prescription drug process-
es across the military,
explained Dr. George E.
Jones, chief of pharmacy
operations for the Defense
Health Agency (DHA).
One of the more surpris-

ing aspects of savings
being captured, said Jones,
is that average annual
out-of-pocket costs for
beneficiaries have stayed
flat or even fallen, despite
recent increases in drug
co-payments.
That’s because changes

to law and policy have
forced or enticed bene-

ficiaries away from expen-
sive retail outlets. Those
who need maintenance
drugs for chronic condi-
tions must now use mail
order, where refills for
three months cost the
same or smaller co-pay
than a month of pills at
retail. Also base pharma-
cies, where drugs are dis-
pensed free of charge,
have expanded the lists of
drugs they stock.
Despite a couple of

co-pay increases the past
five years, the average
annual out-of-pocket cost
per beneficiary has ranged
from $553 to $603.

BACK TO BASE
“That is a lot of pre-

scriptions moving from
30-day supplies to 90-day
supplies at (military treat-
ment facilities) and mail
order,” Jones said. Pre-
scriptions filled at retail
are more expensive for the
department. So it is seen

as good news that, from
2012 through 2016, DoD
drug spending at Tricare
retail outlets fell by $956
million while it rose by
$1.47 billion at mail orders
and by $94 million across
base pharmacies.
Jones called it a “win-

win for the patient and the
government.” He credited
Congress for creating “the
framework for us to exe-
cute initiatives to ensure
beneficiaries understand
their options on keeping
out-of-pocket costs low
and (getting) best service.”
The big move was re-

quiring beneficiaries who
want brand-name mainte-
nance drugs to get them
via home delivery or on
base.
“Our contract partner,

Express Scripts Inc., has
been vital to this part of
the overall success of the
program,” Jones said.
“They have facilitated a
relatively smooth imple-

mentation of this guidance
with a structure and com-
munication outreach that
has made it fairly straight-
forward, simple and
smooth for patients to
utilize [base pharmacies]
and mail order.”
In fiscal year 2016, mil-

itary pharmacy costs to-
taled $9.5 billion, the low-
est since 2010. Jones cau-
tioned that three quarters
of the $2.1 billion drop
from 2015 reflected a
successful crackdown on
fraud and abuse directed
at Tricare by compound
drug schemes. But ignor-
ing the $1.6 billion com-
pound drug tab in 2015,
drug costs still fell in 2016
by $500 million.

EXPANDED LISTS
Besides higher co-pays

and restrictions on brand-
name maintenance drugs
at retail, base pharmacies
expanded their drug for-
mularies “to ensure they
are taking care of their
enrolled populations,”
Jones said. Both Express
Scripts and DHA helped
them by providing drug
usage data.
These and more initia-

tives are part of a larger
effort by the three-year-
old DHA to integrate and
optimize the pharmacy

benefit using new authori-
ties, Jones noted during an
hourlong presentation this
month at the annual con-
ference of AMSUS, the
Society of Federal Health
Professionals.
The recent co-pays that

he credited with helping to
shape beneficiary behavior
did not include far higher
prescription co-pays
sought by DoD as part of
the fiscal 2017 defense
authorization bill. Earlier
this year, the Senate had
approved the plan to raise
beneficiary out of pockets
sharply.
So DHA’s projection of

$1.3 billion in savings on
drug costs through fiscal
2019 still stands. It’s being
achieved even as pharma-
cy usage rises, largely
because beneficiaries are
making better choices,
Jones said. The migration
back to base pharmacies
got a boost when they
acquired the ability to fill
prescriptions electronical-
ly, just as many retail out-
lets have done for years.
After e-prescribing be-

came standard in civilian
communities, civilian
physicians serving Tricare
realized they could only
send e-prescriptions to
retail outlets and did so —
even when base pharma-

cies were nearer, had the
drug in stock and charged
no co-pay.
“Now those prescrip-

tions are coming back to
military treatment facil-
ities,” Jones said. “As of
January 2016 ... over two
million prescriptions had
come back to (base) via
electronic prescribing.”
DHA began to refer to

the pharmacy program as
an “enterprise” as it as-
sumed greater oversight
for controlling drug costs
and improving the bene-
ficiary experience across
the entire military. But
Jones emphasized that
streamlining of the en-
terprise has relied on a
Pharmacy Working Group
comprised of Army, Navy,
Air Force, Coast Guard
and DHA representatives.
Of 9.4 million bene-

ficiaries eligible to the use
the pharmacy benefit, 82
percent did so in fiscal
2016. That was up from
66 percent in 2002, before
the Tricare mail order
program began.
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The next sentence might
read like the fake news
you’ve learned so much
about in the past couple
months, but I swear it’s
true for many.
You might be saving too

much for retirement.
Counterintuitive? Yes.

During this resolution
time of year, you probably
expected to read that you
need to commit to saving
more. You don’t have to
search far to find indica-
tions that working Amer-
icans in general are un-
prepared to replace their
income in retirement.
Evidence from the largest
401(k) plan administrators
makes it clear that the
average account balance
of people approaching
retirement won’t enable
long-term financial securi-
ty for many of them.
But this headline-gener-

ating data is not true for a
portion of the population.
There are indeed people
who end up with too much
money in tax-deferred
retirement accounts. It’s
not widespread, but not
uncommon either.
People who consistently

save 10 percent or more of
their income — and often
earn at least a partial com-
pany match — can accu-
mulate a retirement nest
egg that may overfund
their lifestyle desires and
do so in a tax-inefficient
way.
Rule of thumb guidance

often suggests that most
people can live on 80
percent of their pre-retire-
ment income. The as-
sumption is that your ex-
penses will be reduced in
several ways. You are
more likely to be mort-
gage-free by this point.
You no longer have the
need to defer some of your
income for retirement
savings. The costs of work-
ing (transportation, attire,
lunch out, etc.) also fade.
David Blanchett, head

of retirement research for
Morningstar, has evaluat-

ed the spending curve that
turns downward in retire-
ment. His conclusion:
“While a replacement rate
between 70 percent and
80 percent may be a rea-
sonable starting place for
many households, when
we modeled actual spend-
ing patterns over a cou-
ple’s life expectancy, rath-
er than a fixed 30-year
period, the data shows
that many retirees may
need approximately 20
percent less in savings
than the common assump-
tions would indicate.”
Blanchett’s analysis shows
retirees live on between 54
percent and 87 percent of
pre-retirement income
with the majority under 80
percent.
This creates an issue for

some. You save to have
more attractive options for
how to spend your money
in the future (after it has
generated an investment
return). But the savings
may cause you to forgo
experiences or conve-
niences today in exchange
for protection against
shortfall later.

TOO TAXING
Another conundrum is

that every dollar with-
drawn from pre-tax retire-
ment accounts such as the
401(k), 403(b), or tradi-
tional IRA is subject to
ordinary income tax,
meaning that, for many
people, the account bal-
ance on your statement
should be viewed as effec-
tively 25 percent less in
spendable dollars.
One common assump-

tion for saving as much as
possible in the pre-tax
retirement account is that
you will have a lower ef-
fective tax rate in retire-
ment than you do during
the working years. This is
not always the case, how-
ever, and may be less
likely in the future.
After age 70½, owners

of pre-tax accounts must
withdraw at least a gov-
ernment-mandated mini-
mum required amount
each year. Often, this is
more money than is need-

ed to supplement Social
Security and pensions or
other retirement income.
Realizing this fully taxable
income even when it’s not
actually needed occasion-
ally causes further compli-
cations in that it can boost
your income into higher
tax brackets where Medi-
care costs are increased.

ALTERNATIVES
There is no reason to

ever pass up free money of
an employer match, but
after that it may be worth-
while to give more thought
to the character of your
savings.
Since we don’t know

what tax rates will be in
the future, it may be help-
ful to practice tax diversifi-
cation. If you’re eligible
for a Roth IRA and its
tax-free growth, that alle-
viates some tax-related
issues in retirement. Con-
verting a portion of exist-
ing pre-tax accounts to
Roth may also be useful in
some circumstances.
Saving in a nonretire-

ment account subject to
capital gains tax, rather
than ordinary income,
may also be beneficial. It
would also come with
more flexibility for when
the funds are available to
you without penalty as
sometimes applies to re-
tirement accounts.
Of course, you could

also simply choose to
increase your standard of
living now. It may not be
necessary to pass on val-
ued life experiences now
to defer until later when
you can “afford it.”
Certainly, it is hard to

judge exactly how much
savings you’ll need. Re-
tirement expenses are just
one of several important
variables that determine
your financial security.
Your required savings rate
also depends on expected
investment returns and
longevity of life. A finan-
cial plan with sensitivity
analysis to these influ-
ential factors may give you
stronger confidence in
your path forward.

Gary Brooks is a certified
financial planner and
president of Brooks, Hughes
& Jones, a registered
investment adviser in Gig
Harbor. Reach him at
gary@bhjadvisors.com.
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Prime rate 3.75 3.50
Federal Target Rate 0.75 0.50
3-month Treasury bills 0.51 0.21
6-month Treasury bills 0.62 0.47
10-year Treasury notes 2.45 2.31
30-year Treasury bonds 3.06 3.04

— 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 3.140 3.490
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 -
Western

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 3.540 4.190
Qualstar C.U. 0.25/0.25 0.40/0.40 0.50/0.50 2.490 2.240
Sound Credit Union 0.05/0.05 0.15/0.15 0.30/0.30 2.940 2.640
Tapco Credit Union 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 C.U. 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 3.269 3.338
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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proposed corporate tax cut
by Trump would provide
an immediate boost to
earnings, strong economic
growth has so far re-
mained elusive.
Strategists along Wall

Street, from Deutsche
Bank to Goldman Sachs,
are predicting the S&P
500 will climb to 2,300 or
2,350 in 2017. That’s less
than 4 percent higher from
where it was Tuesday.
Barclays is a bit more

optimistic, targeting the
S&P 500 at 2,400 by the
end of next year, but that
would still be less than the
7 percent rise in earnings
that it’s forecasting.
Where many analysts

are more optimistic is in
corners of the stock mar-
ket that would benefit
most from Trump’s pro-
posals for lower taxes, less
regulation and a stronger
dollar. Chiefly, that’s
smaller companies, which
tend to do more of their
business within the United
States.
Wall Street also expects

the milder returns to last
past this upcoming year.
Strategists at BlackRock
see roughly 4 percent
annual returns for big U.S.
stocks over the next five
years, for example. Still,

that’s better than Trea-
surys, which they forecast
will return closer to zero.

BONDS
Bonds have been terrific

investments for decades,
delivering not only strong
but also mostly stable
returns.
That flipped Nov. 9.

Following Trump’s victo-
ry, interest rates began
jumping on expectations
for faster economic
growth and inflation, and
the yield on the 10-year
Treasury note topped 2.60
percent this month, up
from 1.86 percent on elec-
tion day.
Rising rates mean newly

issued bonds pay more in
interest, but they also push
down prices of bonds
already in mutual funds
and investors’ portfolios.
The largest bond mutual
fund by assets had its
worst month in nearly 13
years during November,
losing 2.6 percent.
“Bottom line, in a rising-

rate environment, things
will be very choppy,” says
Bernie Williams, chief
investment officer for
USAA’s Wealth Manage-
ment Investment Solu-
tions. “But I don’t think
we will have severe in-

flation, which is the reason
to bail on bonds.”
Analysts are predicting a

further, and mostly gra-
dual, rise for rates in 2017.
That has them forecasting
slight losses to modest
gains for the types of bond
funds that traditionally sit
at the core of a portfolio.
They won’t approach the 5
percent-plus returns
they’ve often turned in
during the past decade.
“That said, a core bond

portfolio does still play a
role,” says Brad Camden,
director of fixed-income
strategy at Northern Trust
Asset Management.
“There’s a lot of optimism
priced into the markets,
but there’s also a wide
range of uncertainty.”
Camden actually sees it

as an encouraging sign that
bonds have struggled since
the election: It shows that
stocks and bonds don’t
always move in the same
direction, proving once
again the value of having a
diversified portfolio. When
stocks hit their next down-
turn, bonds will hopefully
once again hold steady.
“It’s there for humility,”

says Brian Jacobsen, chief
portfolio strategist at
Wells Fargo Funds Man-
agement. “We could be
totally wrong about the
outlook for the equity
markets, and that’s when
core bonds are going to
really come in handy.”
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Renton, with yet another
production rate increase
scheduled for the third
quarter of 2017, to be
followed by one in 2018,
and yet another in 2019.
As the number of 737s
produced increases, so
does production at hun-
dreds of vendors and sup-

pliers (including many in
Pierce County). What the
regional economy needs is
for the 737 market to re-
main healthy (i.e., no wave
of order cancellations) and
for the order book for the
other models to stabilize.
Keeping those sectors in

reasonably decent shape

won’t solve problems for
every corner of the state,
or every company or
would-be job seeker; that’s
where all those other fac-
tors and industries matter.
But if you’ve got big prob-
lems in aerospace and
tech, everybody’s got big
problems.

Bill Virgin can be reached
at bill.virgin@yahoo.com.
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