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Business

A llow us to introduce
you to a German retail-
er with small-ish stores
for groceries and “sur-

prise” items and steep dis-
counts. Its name is four letters.
And it is not Aldi.
Hello, Lidl.
The grocery chain, long estab-

lished in Europe, is on an ambi-
tious growth plan for 100 U.S.
stores by mid-2018. The first of
those are open in North Car-
olina, South Carolina and Vir-
ginia.
According to Business Insider,

the company has plans to open

as many as 600 stores
nationwide.
“When customers shop at

Lidl, they will experience less
complexity, lower prices, better
choices and greater confidence.”
Brendan Proctor, president and
CEO of Lidl US, said in a news
release in May announcing the
first wave of U.S. stores to open
this summer.
So, when are they coming

here? Lidl’s not saying for now
and did not respond to requests
for comment from The News
Tribune.
In general, their growth strate-

gy is still in the works nation-
wide. To help guide its plans,
the company brought on a form-
er Walmart real estate executive

this month, according to
Supermarket News.
The chain was set to open four

more stores in July: Chesapeake
and Culpeper, Virginia, and
Havelock and Wake Forest,
North Carolina.
Additionally, it announced

plans for a fourth regional
headquarters and distribution
center in Georgia.
Should we be excited if the

company enters our own grocery
wars in the Northwest?
Don Abrahamsen thinks so.

He was impressed enough to
capture on video the inside of
his local store in Greenville,
South Carolina, when it opened.
He posted it to his YouTube
channel, Homestead
Handyman.
“We typically shop Trader

Joe’s and Costco,” Abrahamsen
responded via email to The
News Tribune. “Now we have
another choice.”
The selection of dark choco-

late especially impressed him:
“Their store brand was only 89
cents!”
That’s great for the Carolinas

and Virginia. What about our
region, the land of mega food
giants Walmart, Safeway, Ama-
zon (with its Go, Fresh and Pan-
try shopping options) and Krog-
er (with its Fred Meyer, QFC
and Main & Vine)?
Kroger — the largest grocer

chain in the United States, with
nearly 3,000 stores, according
to Business Insider — is not
standing still. This month, it
sued Lidl over trademark
infringement in regard to its
private-label “Preferred Selec-
tion” brand being too close to
Kroger’s own “Private Selec-
tion,” a label familiar with local
shoppers.
Lidl places an emphasis on

locally sourced and organic
food, which takes a bit of the
glow off the initial excitement
surrounding Amazon’s move to
buy Whole Foods.
It also promises to undercut

competitors with prices up to 50
percent cheaper.
A recent price check by Jeffer-

ies analysts, reported by Busi-
ness Insider, showed Lidl al-
ready was about 9 percent
cheaper than Walmart based on
a basket price check of 20 items.
“The hard discounter threat is

real and could prove highly
disruptive over the next several
years,” the analysts wrote.
Among the prices seen in the
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Brendan Proctor, president and CEO of Lidl (center left), and Virginia Secretary of Commerce and Trade Todd Haymore cut a ribbon during
the grand opening of a grocery store last month in Virginia Beach, Va.

Forget Trader Joe’s – this is
the growing grocery chain
you should be talking about
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A trainer instructs employees before the grand opening of a Lidl
grocery store in June in Virginia Beach, Va. Several Lidl stores opened
across the nation last month, the grocer’s first in the United States.

In nearly 60 years of high-
level academic work, Bill Sharpe
has contributed enough to the
evaluation of investment risk
and portfolio construction that
he was awarded the 1990 Nobel
Prize in economic sciences.

And yet, as sophisticated as
the math and modeling is be-
hind Sharpe’s breakthrough
work, what really vexes him is a
common financial challenge that
applies to most retirees.
“It’s the nastiest, hardest

problem I’ve ever looked at,” he
said in a recent Bloomberg Mas-
ters in Business podcast.
This assessment comes from

someone who started his teach-
ing career at the University of
Washington in 1961 and now is
an emeritus professor at the
Stanford Graduate School of
Business.
What could be so nasty that it

keeps an 83-year-old sharpening
his pencil and his programming
skills in search of a better answer?
Sharpe’s attention is fixed on

helping retirees draw down their
assets to fund their longevity
and lifestyle preferences in the
most efficient way, reducing
investment risk and the risk they
might run out of money.
“Here is a really important

problem, a problem that is ap-

pealing because it affects ordinary
people,” Sharpe said. “And it’s
really nasty. … It’s a multidimen-
sional problem. It’s good and
juicy in terms of hard to do.”
Sharpe is enthusiastic about

the work and has brought to-
gether computing and brain-
power at Stanford to pursue it
but remains unfulfilled.
“I can’t say I’ve found some

magic solution because I
haven’t,” he said.
It’s a clunky word, but decum-

ulation is what Sharpe calls this
phase of a financial life. By com-
parison, accumulation of savings
and investments over a working
career is relatively simple.

Decumulating savings in the
most efficient way requires ele-
ments of investment perform-
ance, life expectancy, inflation,
personal tolerance for risk and
many factors that, when com-
bined, produce a problem more
intricate than the work that won
Sharpe the Nobel Prize.
“There is no way that we can

deal with all the complex details
of any given situation, let alone
cover all the possible situations
in which retirees may find them-
selves,” Sharpe said.
For people serious about under-

standing their financial security
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quarterly earnings were a record
(coupled with near-record-low
problem loans), it’s proceeding
with yet another regional acqui-
sition (Pacific Continental in
Eugene) and has had to deal
with the sudden loss of its chief
executive, Melanie Dressel, and
the naming of a new CEO.
Why hasn’t the market re-

warded that performance? It
could be that investors don’t like
banks generally, or see flashier
opportunities elsewhere, or
wanted to see how the selection
of a CEO successor worked out.
(Since the bank stayed at home
to find one, that would suggest
there won’t be a dramatic
change in strategy or operating
philosophy.)
The other local is TrueBlue,

which is up more than 6 percent
since the start of the year, and
was up even more earlier this
year. This is despite of a drop in
revenue and net income in the
first quarter from a year ago, the
result of a “reduction in the
scope of services provided to our

former largest customer.” Per-
haps investors are betting that
the long-term demand for tem-
porary help and staffing services
will outweigh dips on business
from some customers.
All right, time to hit the road

and see what’s going on with
stocks of companies based up
north, starting with Amazon.
By now people have heard that

when Amazon announced a deal
to buy Whole Foods, its market
value went up by more than the
purchase price (although it should
be noted this is an all-cash deal,
not a stock swap).
The stock is up by 33 percent

this year, and currently tops
$1,000. That renders a price-
earnings ratio, for those who still
care about such things, of about
185. Columbia Bank, for com-
parison purposes, has a ratio
slightly above 20.
Retailers aren’t having much

fun these days. Costco has a
more Amazon-resistant model

the market because returns
elsewhere are so puny, or all of
the above and a few more.
Whatever the drivers, the

performance numbers sure look
good.
The Dow 30 is up more than 8

percent in the past six months
(calculations are as of midweek,
using data from Yahoo Finance).
The S&P 500 is up about the
same. The Nasdaq Composite,
having taken 13 years to recoup
its dot-com-bust losses, has
charged well beyond that; it’s up
12 percent just since mid-Jan-
uary. The Russell 2000 (remem-
ber those guys?) is about 4 per-
cent higher.
So what’s not to like about this?
A lot, but first let’s take a

The stock market has had
quite a run this year. That
should make you nervous.
Maybe it’s because of the

Trump bump, the continuing
allure of tech stocks (even those
not making money) or the low-
interest-rate environment that
has people throwing money at

gander at how local stocks have
done in the midst of this frenetic
run.
We’ll start really locally, but

unfortunately that’s not a long
list. Tacoma and Pierce County
have always been a bit thin on
locally headquartered, publicly
traded companies, to its long-
run economic detriment, with
mergers and moves lopping
names such as Puget Sound
Bank (the original) and Hill-
haven off the list.
As of now we’ve got just two.
Columbia Bank has not shared

in the stock market’s run; it’s
down nearly 11 percent from the
start of the year. It’s not that the
bank itself has done anything
wrong. In fact, its most recently
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The Senate Armed
Services Committee has
voted to make permanent
the Special Survivor In-
demnity Allowance set to
expire next spring and
paid monthly to 63,000
survivors of service mem-
bers who died on active
duty or, more commonly,
died of severe service-
connected health condi-
tions in retirement.
If the Senate initiative

becomes law, the SSIA
payments of $310 a
month also would be
adjusted annually starting
in 2018 by the same per-
centage cost-of-living
adjustment used to keep
military retirement from
fading to inflation.
The Senate committee

also voted to open TRI-
CARE Reserve Select
health insurance to drill-
ing Reserve and Guard
members who are full-
time federal employees.
That would mean an end
to the ban on offering
lower-premium TRS to
reserve component per-
sonnel, including Guard
dual-status technicians,
because they already
qualify for Federal Em-
ployees Health Benefits
Plan coverage.
These two initiatives

are part of the Senate
version of the National
Defense Authorization Act
bill (S 1519), which the
committee approved be-
fore Congress began its
July 4 holiday break. The
bill’s number as well as a
report detailing every
provision it embraced
only became available
after senators returned.
The two initiatives

above are a couple of
compensation plums vot-
ed by the committee and
chairman Sen. John
McCain, R-Ariz. But there
also lumps of coal for
retirees and families. If
the full Congress agrees,
for instance, pharmacy
beneficiaries who fill
prescriptions off base will
pay higher out-of-pocket
costs, and working-age
retirees no longer would
be exempt from a host of
higher TRICARE fees that
the Congress voted last
year but limited to future
generations of retirees.
The Senate bill also

would cut combined Basic
Allowance for Housing for
dual service couples with
children, and the military
pay raise next January
would be capped at 2.1
percent, as President
Donald Trump proposed,
vs. the House bill’s sup-
port of a 2.4 percent hike
to match recent private
sector wage growth.
A theme of the Senate

bill for military personnel
and families, it seems, is
to make tough but fair
choices that House col-
leagues passed on, and so
create “headroom” in
compensation accounts to
address some neglected
issues like survivor allow-
ances while shifting more
dollars toward more crit-
ical readiness gaps.
Here are Senate bill

highlights affecting mil-
itary compensation:
PAY CAP: The 2.1 pay
raise would save the mil-
itary $200 million in fis-
cal 2018 and more in
future years in dampening
spending on basic pay, the
size of re-enlistment bo-
nuses and future retire-
ment annuities, assuming
no catchup raise.
COUPLES’ BAH: McCain
and colleagues this year
propose a more modest
cut in overall Basic Allow-
ance for Housing paid to
service members married
to other service members
than senators have in
years past. Currently, a
dual service couple with

children and living in the
same household each
BAH, with the more se-
nior member receiving a
higher “with dependents”
rate.
As far back as 2015, the

committee tried and
failed to limit allowances
to such couples to a single
BAH at the with-depend-
ents rate. This year the
committee proposes that
each member in a dual-
service couple get BAH at
the lower “without” rate.
The committee this time
cites a recent Army Audit
Agency report that con-
cluded combined BAH
currently paid to such
couples “significantly
exceeded” actual housing
costs. The committee said
with 13,200 couples af-
fected, its new plan would
save the department $312
million over just the next
five years.
The change would apply

only to next moves after
the BAH law was revised.
It would not impact cur-
rent allowances for these
couples. The House bill so
far is silent on BAH, mak-
ing this and the pay raise
key personnel issues for a
House-Senate conference
committee to negotiate in
shaping a final defense
policy bill.
SURVIVOR ALLOW-
ANCE: Congress approved
the SSIA in 2008 to help
ease the impact of a dol-
lar-for-dollar offset in
military Survivor Benefit
Plan payments that occurs
when surviving spouses
also qualify for tax-free
Dependency and Indem-
nity Compensation from
the Department of Veter-
ans Affairs. The SBP-DIC
offset is hugely unpopular
but, Congress found, also
costly to fix.
Lawmakers decided

that a more affordable
idea was a special allow-
ance to soften the offset’s
impact on survivors. SSIA
began at $50 a month and
climbed to $310 last year.
With SSIA set to expire,
House committee chair-
man Rep. Max Thornber-
ry, R-Texas, last month
promised to support relief
but left it to senators to
propose a solution in their
defense bill.
Advocates for ending

the offset might worry
that making partial relief
through SSIA permanent,
as the Senate bill propos-
es, could lead to full re-
peal someday. Other sur-
vivors are worried that
Congress might let SSIA
expire next spring, and
see a Senate step toward
permanency, with in-
flation adjustments to
match retiree COLAs, as
praiseworthy.
RX COPAY INCREASES:
The Senate bill would
increase TRICARE phar-
macy co-payments from
2018 through 2026 for
prescriptions filled at
TRICARE retail outlets or
through its mail order
program. The copay for a
30-day supply of a brand
drug at retail would climb
to $28 in 2018 and $45 in
2026. The copay for a
90-day supply by mail
order or 30 days of a
brand drug on the DOD
formulary also would rise
to $28 in 2018 and $45 by
2026. The copay for a
generic drug at retail
would climb from $10 to
$14 by 2026. Senators
would go farther than the
department proposed to
encourage beneficiaries to
fill prescriptions for free
on base, by adding a $10
copay for mail order ge-
neric, rising to $14 by
2026.
Mail order generics are

free. The committee said
the copay would partially
cover shipping and ad-
ministrative costs and
“result in a consistent
drug cost-share with ge-
neric drugs dispensed in

retail pharmacies.” Also,
“there would be no
changes to cost-sharing
amounts for survivors of
members who died on
active duty or for disabled
retirees and their family
members.”
Before including a mail

order generic copay, pro-
jected savings to the phar-
macy program from these
changes were projected at
$2.1 billion through 2022.
Some of those savings, the
Senate committee ex-
plained, can be used to
fund permanent survivor
allowances and to extend
TRICARE Reserve Select.
HIGHER TRICARE FEES
FOR RETIREES: Last year
House-Senate conferees
stunned TRICARE offi-
cials by embracing their
plan to raise TRICARE
fees, deductibles and
copays for under-age-65
retirees but only for future
force members who retire.
The Senate bill this year
endorses the adminis-
tration’s call to shelve that
“grandfather” protection
and apply higher fees to
current working age reti-
rees starting in 2018. This
would save $3.6 billion in
just the first five years.
Rep. Susan Davis of

California, a senior Dem-
ocrat on the House com-
mittee, agreed Congress
erred in deferring these
fee increases last year,
effectively forcing the
department to maintain a
two-fee structure system
for the next 50 years.” But
then Davis withdrew her
amendment to impose the
fee increases immediate-
ly, noting that advocates
for retirees were not yet
“on board.”
‘TRICARE ADVANTAGE’
PILOT: Two million elder-
ly military retirees and
family members are eligi-
ble for TRICARE for Life,
wraparound supplemental
insurance to their Medi-
care coverage, which costs
Medicare $12 billion and
the department $4 billion
annually. Senators pro-
pose a five-year demon-
stration of an alternative
Medicare Advantage con-
cept for this population.
Rather than use TFL,

elderly at select sites
could opt into a TRICARE
Advantage plan, a man-
aged care program admin-
istered by private insur-
ance companies that
would cover the same
services as Medicare but
include additional serv-
ices such as annual phys-
ical exams, vision and
perhaps even dental cov-
erage, and with out-of-
pocket expenses capped
for participants.
The Senate bill would

require the secretary of
defense to consult with
the secretary of health
and human services to
establish within a year a
demonstration for areas
with heavy concentrations
of older military retirees
could enroll in Medicare
Advantage plans with
minimum quality star
ratings of four or higher.
JUSTIFYING AVIATION
BONUSES: The bill orders
the services to justify
current aviation bonus
levels with a “business
case analysis,” an action
to target the Air Force
practice of paying maxi-
mum aviation bonuses for
every type of aircraft. The
committee contends this
hurts the Air Force’s abil-
ity to address pilot short-
ages in harder-to-fly air-
craft such as fighter
planes.

To comment, write
Military Update, P.O. Box
231111, Centreville, VA,
20120 or email
milupdate@aol.com or
twitter: Tom Philpott
@Military_Update.
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Prime rate 4.25 3.50
Federal Target Rate 1.25 0.50
3-month Treasury bills 1.04 0.32
6-month Treasury bills 1.12 0.41
10-year Treasury notes 2.33 1.53
30-year Treasury bonds 2.91 2.25

— 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 4.990 4.990
Chase 0.01/0.01 0.01/0.01 NO/NO 2.020 2.010
Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.556 3.628
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 3.240 3.890
Qualstar C.U. 0.25/0.25 0.40/0.40 0.50/0.50 2.740 2.490
Sound Credit Union 0.20/0.20 0.35/0.35 0.55/0.56 3.040 2.740
Tapco Credit Union 0.03/0.03 NO/NO NO/NO 2.740 2.490
U.S. Bank 0.04/0.04 0.10/0.10 0.15/0.15 4.622 4.127
Verity C.U. 0.10/0.10 0.35/0.35 0.43/0.43 3.040 2.890
Washington average 0.14/0.14 0.24/0.24 0.33/0.33 3.332 3.251
Change in average NO/NO NO/NO NO/NO -0.120 -0.180
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

than some, not that it’s
escaped the impact. The
stock is down about 5
percent for the year; it was
well ahead until the Whole
Foods announcement.
It seems odd to think of

Microsoft as overlooked,
but it doesn’t get nearly
the attention that others in
tech do. Still, its stock has
had a nice gallop, adding
13 percent this year.
Let’s throw one more

company in the mix, even
though technically it’s not
from around here. In-
vestors are really liking
what they’re seeing from

Boeing, whose stock is up
32 percent this year, prac-
tically an Amazon-like
juggernaut.
And that’s great, if

you’re fortunate enough to
have one of those stocks in
your portfolio (and bought
them at the right time).
But those are paper

returns — not even paper,
if you’re getting your bro-
kerage statements online.
And paper returns have a
way of evaporating (not
quite the right term, but
work with us on this one)
when investor attitudes
turn negative.
Which they will, and

potentially soon.
The markets’ and the

economy’s recovery from
the recession are aging.

Interest rates are rising.
Skepticism about paying
huge premiums for com-
panies with no profits is
increasing. Weariness and
wariness over the ongoing
melodrama in the other
Washington are growing.
It’s tempting, and dan-

gerous, to get carried away
by the gaudy numbers
some stocks and markets
have posted this year. If
you’re not feeling so eu-
phoric, don’t feel left out.
You might be getting a lot
of company before long.

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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analysts’ report: bananas
were 69 cents a pound at
Walmart vs. 44 cents a
pound at Lidl. Lidl’s lem-
ons were a penny cheaper
per pound, but avocados
were a penny more.
Lidl’s private label pota-

to chips weraldie cheaper
than Walmart’s, as was
Lidl’s tomato sauce, pea-
nut butter and ketchup —
also all private label.
Reuters reported earlier

this year that Walmart is
running price tests in 11
states, mainly in the Mid-

west and a stretch from
Florida to Virginia, in a
move to match the prices
of German grocer Aldi,
which operates much the
way Lidl does.
Reuters’ basket test

showed Walmart generally
cheaper than Aldi.
Beyond pricing and

heavy use of private labels,
Lidl also plans to take up a
smaller footprint than
what is normally seen in
U.S. grocers.
“All Lidl stores opening

this summer will be newly
constructed facilities,
featuring a manageable,
easy-to-shop layout of
20,000 square feet with
only six aisles,” Lidl said

in its May release.
And its “Lidl surprises,”

the always-changing selec-
tion of non-food items,
could be reminiscent of
Costco or Big Lots to shop-
pers in this area, with a
selection of such things as
fitness gear, small applianc-
es and outdoor furniture as
described in Lidl’s May
store announcements.
But for the South

Sound? Stay tuned.
For now, you can down-

load the official Android
Lidl app.
On Amazon.

Debbie Cockrell:
253-597-8364,
@Debbie_Cockrell

FROM PAGE 1D

LIDL

and their spending flexibil-
ity in retirement, there are
sophisticated retirement
income tools that go well
beyond a calculator to
determine the probability of
how long your money could
be expected to last, or how
much it could grow.
These models address

the type of multifactor
problem Sharpe calls nas-
ty. At the very least, they
require understanding the
following:
Income need – What is

your required baseline
income to cover essential
needs and how will that
change over time? What
are your discretionary
spending preferences and
how flexible are these
expenses? Do you have the
ability, or the discipline, to
reduce them when in-
vestment returns are lower
than expected?
Income sources – The

more income you generat-
ed in your working career,
the less your Social Security
benefits are meant to re-
place. Pensions are a de-
clining source of retirement
income, which has prompt-
ed more people to use
personal savings/invest-
ments, annuities, rental real

estate, part-time work, and
home equity.
The makeup of your

income sources can lead to
varying results in long-
term financial security.
Inflation – Outside of

health care, the cost of
living for retirees typically
declines. While inflation
often is referenced as a
national figure, seemingly
applying to everyone, it is
not universally applicable.
Cost of living depends on
how you personally spend
money. Inflation could
have a different effect on
your personal finances
than your neighbor’s.
Investment returns –

Do you know what in-
vestment return is neces-
sary to fund your goals?
How much exposure to
market fluctuations is too
much when you are mak-
ing regular withdrawals
from investment accounts?
For investment perform-

ance to have less influence
on your short-term spend-
ing, it often is wise to keep
enough savings to fund the
next couple years of ex-
penses away from stock
market. While investment
returns are important, it is
likely to be more impor-
tant to make sure your
personal investment beha-
vior doesn’t harm your
return potential.
The psychological tug-

of-war between fear and
greed and how it influ-
ences your confidence is
one of your largest risks.
Life expectancy – This

is especially important to
understand if savings
needs to support two lives
with varying longevity.
These might be the five

nastiest of the retirement
income variables but they
are followed by many
others that are important:

AWhat are your bequest
motives to family or phi-
lanthropy?

AWould long-term care
insurance help manage
risk?

ADo you and your
spouse have similar feel-
ings about how to invest
and what to do with your
money?

AWhat are your options
for being more tax effi-
cient with your assets and
income?
If you address these

topics, you will be as pre-
pared to manage your
retirement finances as a
Nobel Prize winning econ-
omist.

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