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In the late spring of 
2014 we had a guest 

speaker, Tom Clark, deliver 
an outstanding 90 minute 
presentation concerning 
Social Security and Medicare. 
Mr. Clark, a 20 year plus 
former veteran of the Social 
Security Administration, gave 

descriptive talks while at 
the administration. Retired 
now, Clark’s experience, 
comprehensive knowledge 
and fun spirit shined through 
during our gathering. 

Having no idea that Mr. 
Clark spoke at the speed of 

Last year’s taxes, 2013 filed in 
early 2014 were the toughest 

we have seen in some time. The 
combination of increased incomes, 
capital markets movements and 
most importantly, the loss of many 
deductions and breaks from the 
sunset of the Tax Payers Relief 
Act (multiple tax breaks instituted 
during the 07-09 great recession) 

made for unhappy surprises.
With increased tax exposure 

for all, appropriate tax planning 
becomes more important and 
more valuable.

Just because it is now a new 
year does not mean you cannot 
save taxes for last year (2014) and 
lay the groundwork for good tax 
habits for the current year (2015).

Here are planning techniques 
that you can do now in 2015 to 
help with last year’s/2014 taxes:

SEP – the Simplified Employee 
Pension

Non-W-2 income (consulting, 
1099 or almost any type of 
income where taxes were not 
withheld) can have a Simplified 

Each year we put out 
our predictions in 
this edition of our 

newsletter in part for you 
to know our thinking and 
in part to help us clarify 
our thoughts. Due to space 
constraints and several 
peripheral articles that touch 

on our thoughts, we will be 
brief.

Higher rates (See fed Funds rate 
article)

We feel strongly Janet Yellen and 
the rest of the Federal Open Market 
Committee (FOMC) are going to 
raise rates as soon as possible. At 

Preview and review 



Growth, pull backs, returns may mark new yearGrowth, pull backs, returns may mark new year

PAGE 2

Interest rates 

to increase; 

slow  public 

capital 

market growth 

rates; 

meaningful 

pull backs on 

returns; 

better returns 

in internation-

al markets

 (continued from Page 1)

J.K. FINANCIAL, INC.

the current zero rate, risks of 
reckless behavior by investors 
and continued starvation of 
saver for “safe” income is too 
great to ignore. Barring a major 
catastrophic event, we believe 
the FOMC will raise in .25% 
increments sooner rather than 
later.  

 
Continued growth

While very long in the tooth 
on this economic cycle, we do 
see continued growth but at a 
slower pace. The public capital 
market growth rates (year over 
year growth) have slowed each 
year for the past several. We 
see continued growth at our 
current rate at about a 50% 
chance. We see a slowdown 
and an acceleration as a 25% 
equal chance. With frothy capital 
markets, a slowdown would likely 
be met with a drop in equity 
prices.

Volatility returns

After breaking so many records 
of minimal pullbacks (5-7% drops 
and nothing greater) we do see 
a meaningful pull back this year 
of greater than 10%. Depending 
on the timing of the market 
movement we could end the year 
with a negative return. Much of 
this is due to the frothy inflated 
current market levels due to 
the past FOMC asset purchases. 
Referring to our first point, we 

believe rates will be raised, in 
part taking some of the air out of 
the asset balloon.

Better asset returns 
elsewhere

Given our thoughts that current 
U.S. markets are frothy and 
possibly overvalued, we believe 
better returns may be found in 
international markets. With 2014 
being a bad year for international 
markets, if economic growth 
finds its way to the international 
ponds, current depressed 
markets may have a resilient 
turn around. Our continued 
diversified investment philosophy 
should help capture these 
returns, should they transpire as 
we believe.

Last year’s predictions

Earnings occurred very near 
our estimate for the S&P 500 and 
multiple (P/E; Price/Earnings; 
Broad estimate tool) expanding 
to very near extreme levels, 
frothy capital markets did trudge 
forward.

Our largest miss was the 
movement down in interest 
rates and commodities (mostly 
oil). In “never go all in” (or out) 
form we continue to hold these 
investments and re-allocate (buy 
low).

Preview and review 
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Donald hits stage in honored 
request to explain systems  

Wharton School of Business Sirius Satellite radio show

Each year one of our 
primary partners, 
TDAmeritrade 

Institutional has a major 
conference in order to share 
ideas from leaders, give 
updates on the industry, 
explain new improvements 
and give details on technology 
changes. The event draws over 
4,000 fellow professionals and 
associates.

Mid-year 2014, a new 
portfolio management 
technological solution was 
offered. Over the last decade 
this would make our firm’s 
fourth such solution from 
various sources, with Donald 
running the lead on each. Prior 
to this release, the most recent 
rollout (3 years ago) mandated 
Donald attend an offsite 
multiday trip on the other side 
of the country to “learn” how to 
use the features.  By day two 
of this earlier event, Donald 
was asked to help teach other 
attendees and became the go-
to person in the field to ask 

questions and run new 
technology changes by 
the sponsoring firm.

With this history 
in mind, it was not a 
surprise when Donald 
was asked to speak 

at the National Annual 
Conference in late January 
2015 on the subject. Once this 
most recent (August 2014) 
portfolio technology hit the 
public streets, Donald had our 
systems running within 48 
hours and offered up, carefully 
and constructive (not petty), 
a few requests and pointers 
to the designers. By the time 
the second request from 
Donald found its way to the 
head of development, a direct 
conference call was arranged to 
Donald for greater insights on 
his suggestions.

As they say, the rest was 
history. Our firm, due to 
Donald’s knowledge, is a 
lead beta tester/changer 
and he will be speaking on a 
roundtable event on his fast 

implementation, understanding 
and integration of our use 
here at J.K. Financial, Inc. as 
well as how to help other firms 
integrate as seamlessly.

The purpose of the system 
is a constant monitoring of 
portfolios across an entire firm. 
The complexity of such an 
endeavor can be understood 
at the onset and seems 
overwhelming to many. Our firm 
takes great pride in constantly 
monitoring risk within client 
portfolios, while maximizing 
gains. The first system Donald 
dealt with, which was home-
made (similar versions still used 
by many firms), was an Excel 
based portfolio system. What 
took a week to analyze then, 
takes only seconds today. 

We have come a long way 
from the original systems and 
look forward to bringing you 
greater details along with a 
few screen shots and a greater 
explanation of the technology, 
as well as pictures, and a video 
of the actual event. 

In early November John was honored to co-host 
a live, across the U.S., Sirius Satellite radio show 

on financial planning. After a five minute intro of the 
firm explaining our high touch, high contact, personal 
financial planning with the largest number of clients 
being single and the majority female, the calls ensued.

The first several calls were in fact single female 
callers, closely followed by single men. Questions 
ranged from taking care of an elderly parent to a 
complex suggested beneficiary distribution plan 
that was cumbersome at best and more likely not 
necessary. Multiple 401k questions ensued, which 
you know we are big proponents of maximizing your 
contributions no matter the match, along with a 
couple of Roth questions.

After a full hour of talking financial planning ideas 
and discussing macro financial planning philosophy at 
a VERY fast pace, the event was complete.

The Good Morning America event, live from Times 
Square was exhilarating and intimidating, especially 
with five huge cameras a massive amount of lights. 
However the GMA event lasted only three minutes 
not including makeup and preset. After a full hour of 
speaking live on Sirius Satellite Radio, not including 
the 30 minute wait to go on air, a new found respect 
for those in the live media spectrum was found.

A recording of the audio, private due to property 
rights of Sirius Radio, is available if you drop by the 
office some time and need a substitute sleeping pill.

While not a new or future career, the event was 
a terrific way to give back to the community and 
step out of one’s comfort zone. During the half 
hour commercial break, the producer did ask for a 
repeat performance, which was accepted with much 
gratitude.
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It is only human nature to 
remember the most recent 
experience and project it 

into the future. Over the last 
five years plus, interest rates 
of all time duration (short 
term checking accounts to 30 
year mortgages) have fallen to 
historical lows. 

If rates are going to stay low 
forever, one has to believe, “it’s 
different this time” and we just 
do not believe this is the case. 
Rates may not go all the way 
back to their historical norm; 
however if they only increase to 
half of their average, extreme 
relief for savers will be felt.

Higher rates are all of our 

friends

Current rock bottom rates 
have starved savers of low risk 
income. Today a comfortable 
long term portfolio distribution 
rate (the rate you can draw 
safely from your investments 
long term) is much lower than 
just a few years ago. While it 
may be hard to remember, not 
long ago we all earned 4%+ on 
our checking accounts. Not 
today! 

Higher eventual rates 
will give savers longer term 
increased portfolio draw rates, 
increase overall portfolio 
returns and take out much of 
the speculative loans, which 

survive only on the current rock 
bottom environment.

We think rates will rise and 
what follows is why but first 
a short review of the Federal 
Reserve’s Federal Funds Rate.

The Federal Funds Rate

It is a rate at which very 
short term rates i.e. checking, 
overnight and Treasury Bills 
earn. Currently the rate is at or 
near zero. While formal data 
tracking the Fed Funds rate 
exists back to 1945, there is 
an ongoing debate on when 
the Federal Reserve began 
controlling/tracking it. Broadly 
the Federal Reserve Members 
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use the Fed Funds rate as a 
“blunt instrument” to speed or 
slow the economy.

Raising the Fed Funds rate 

As the economy heats up to 
what Reserve members believe 
it too hot or highly inflationary, 
rates are increased to slow 
the economy. The long term 
average Fed Funds rate is 
5.10%, which we will discuss in 
greater details shortly.

Lowering the Fed Funds rate

When the economy slows to 
what officials feel is too slow, 
the Federal Reserve lowers rates 
to give the economy a boost. 
Lower rates broadly lower 
borrowing costs and increase 
money flow, which generally 
increases the economy.

The great 
recession of 07-
09 was so severe 
lower rates did not 
do the trick. Rates 
were rapidly lowered 
to zero and the 
economy continued 
to sputter. 
(Quantitative Easing, 
the subject of 
different discussion 
was invoked by the 
Fed Members to 
force longer term 
rates lower as well. 
Fed Funds rates are 
only the short term 
rates.)

While this chart may look a 
little jumpy, for all practical 
purposes this rate is zero or 
very close to it. This chart also 
represents our latest memory 
as this is what we have all 
experienced over the last five 
years.

Looking forward, back to the 
norm

As mentioned earlier, the 
long term average of over 725 
months of data is 5.10%. An 
argument can be made that we 
may not lift all the way back to 
this average but if rates move 
only half way, huge long term 
increased income for savers will 
be felt.

The Federal Reserve meeds a 
safety net

As the 07-09 great recession 
becomes a memory, a new 

business cycle is in the process 
of maturing. The faster the 
Federal Reserve can get interest 
rates off of zero, the sooner 
they will have a safety net to 
lower rates, IF we have another 
recession soon. Of course the 
Reserve members know this, 
however some members have a 
stronger conviction than others 
(Doves and Hawks.)

Recently reported wage 
growth has put wind in the sails 
of those members pushing for 
increased rates sooner but no 
members will completely ignore 
the recent tumble in energy 
prices and its effects of the 
domestic growth. 

There are always 
crosscurrents; however, 
eventual higher rates may be 
just around the corner!
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M
y familiarity with 
Medicare was 
much less prior 

to our private client event. 
Deep into the continued 
fast paced, speed of light 
discussion by our fantastic 
guest, Mr. Tom Clark, the 
audio recording saved the 
day.

Here are the high points 
from our event concerning 
Medicare. We hope this helps 
clarify some of the choices a 
Medicare recipient needs to 
make.

*Medicare Age 65 
commences for aLL

*Part A = Hospital In 
Coverage – No Cost due to 
FICA tax subsidization

*Part B = All important 
as it has a cost starting at 
about $105/month (about 
1/4 of the cost, with 3/4 of 
the cost subsidized by the 
government with a sliding 
upward cost offset scale 
amount at certain income 
levels) 

*Since there is a cost, you 
can turn down Part B

*Turning down Part B is 
the biggest mistake you will 
make in your life, according 
to Mr. Tom Clark

*After 65 and over, Part B 
always pays first (if you turn 
down Part B because you 
have a company plan you 
MAY be liable for what Part B 
would/should have paid first)

*Turning down Part B upon 
availability, MAY cause you 
a delay (first 3 months of 
next year Jan- March) and the 
premium may be higher 

*One exemption: 
Continuing working past age 
65 for an 
employer 
with more 
than 20 
employees 
does exempt 
you from 
the above 
mentioned 
restrictions 
and possible 
higher 
premiums; just remember 
to contact Social Security at 
least three months before 
you retire to let them know 
so that Part B will begin 
paying first upon your 
retirement

Here are the key items to 
understand when working 
past the Medicare benefit 
commencement age.

*Employer of 20 or more 
people and still working, 
employer group plan will pay 
first

*Employee may want to 
take Part A to be a back up 
to employer group coverage 

* High Deductible Plan 
pre-tax deferral of HSA not 
allowed

*Also, if taking Social 
Security and age 65 will 

be automatically enrolled 
in Part A Medicare, 
again disallowing HSA 
contributions

In our experiences, it is 
always better to let both 

your employer 
and the 
government/
Medicare 
kmow your 
intentions, 
clearly and 
repeatedly. 
Keep good 
records of your 
decisions as 
well.

EMPLOYER GROUP 
MEDICARE SUPPLEMENTAL 
PLANS

You either have the option 
or not:

*Long term plans 
supplemented by a 
company/former employer

*Due to the above 
mentioned supplement, 
cost savings are sometimes 
available

*Often the best coverage 
choice, BUT

*High deductible 
can render these plans 
ineffective.

*Not available to everyone

MEDICARE MANAGED CARE 
SUPPLEMENTAL PLANS

AKA Medicare Advantage 
and AKA Medicare Part C:

Turning down 
Part B is the 

biggest mistake you 
will make in your 
life, according to Mr. 
Tom Clark. ”

“
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*Very much like a Medicare 
HMO

*Set co-pays for expenses
*Very competitive keeping 

costs down
*Sixteen possible options 

in Dallas, similar options 
most likely in larger urban 
areas

Due to the afore-
mentioned competitive 
options, finding the best 
Medicare Managed Care/
Part C plan for you can be 
daunting. Not to worry, Tom 
Clark our speaker pointed to 
the solution:

*Go to www.Medicare.gov
*Click on plan finder tool 
*Enter your information 

and this handy tool will 
assist in picking the best 
plan for your situation

THE MEDIGAP POLICY 
SUPPLEMENTAL PLAN

Very similar to group 
Health Coverage (Non 
HMOish)

*Patient driven
*Pick your doctor
*Pick your provider

First Pick the correct plan: 
A, B, C, D,  F, G, K, L and N

How do you pick the 
correct Plan?

*Some policies cover 
outside USA

*Plan F most popular
*Align your most important 

needs with the services 
covered

*The more you pay … the 
more covered

Similar to Part C, Medigap 
Polices are numerous and 
can be confusing.

Here is another path 
available to folks living in 
Texas, 
enabling 
them to 
compare 
monthly 
premiums:

*Go to 
Texas 
Department 
of Insurance 
website

*Look under Insurance and 
HMO

*The Rate Comparisons 
area has a special link for 
Medicare Supplements.

*“Beware, cost is not 
everything,” Clark warns, 
synch your needs with the 
correct benefit plan!

MEDICARE PART D: 
PRESCRIPTION DRUGS

Two groups who DO NOT 
need Medicare Part D:

*Folks with employer 
retirees coverage (Medicare 
subsidizes, employer wants 
Part D payments, careful with 

choices)
*Medicare managed care 

plans (almost all include Part 
D, no need to duplicate)

If you do not fall into 
either of these groups, you 
have 36 options in the state 
of Texas.  With 36 options, 
finding the best Medicare 
Part D plan is best done 
using the Medicare.gov site 
we reviewed earlier, this time 

in a different 
area of the site:

*Go to www.
medicare.gov

*Click on 
“Drug Coverage 
Part D” drop 
down tab

*Click on the 
“Find health 

and drug plans” tab
*Enter your information 

and this handy tool will 
assist in picking the best 
plan for your situation.

*Especially helpful if you 
are a child of an elderly 
parent who helps make these 
decisions (great example in 
the audio)

Annual open enrollment is 
mid October through the end 
of each fiscal year.

Post event, it is clear 
Medicare is complex and that 
is somewhat reflected in this 
article. We will continue to 
keep the audio and articles 
on our blog site at www.
street-cents.com. 

Annual open 
enrollment 

is mid October 
through the end of 
each fiscal year.

”

“
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Tax: Medical expenses included in deductions
Employee Pension (SEP, beefed 
up IRA) deferred against it. You 
may defer into an SEPIRA about 
25% on the net income (income 
less your expenses) against this. 
You earn $50k from a consulting 
gig and have $10k of expenses 
associated with it, you may defer 
about 25% of $40k or $10k into 
your SEPIRA, now leaving only a 
$30k net taxable income from your 
consulting AND setting aside $10k 
savings for retirement. For greater 
details and maximums please refer 
to our tax page on our blog site 
www.street-cents.com. 

You may fund a SEP before your 
personal tax filing, INCLUDING 
EXTENSIONS (October of the 
following year, applies to prior 
year.)

The HSA: Contributions can be 
made until your filing date for last 
year. 

This from the Department of 
Treasury:

“Health Savings Accounts 
(HSAs) were created in 2003 so 
that individuals covered by high-
deductible health plans could 
receive tax-preferred treatment of 
money saved for medical expenses.  
Generally, an adult who is covered 
by a high-deductible health plan 
(and has no other first-dollar 
coverage) may establish an HSA.”

Confirm with your health 
insurance carrier that your plan 
is HSA qualified. If so, you may 
contribute to an HSA plan this year 
and apply the deduction to last 
year’s taxes.

From the HSA Center.com on 
amounts:

“HSA holders can choose to save 
up to $3,300 for an individual and 
$6,550 for a family (HSA holders 
55 and older get to save an extra 
$1,000 which means $4,300 for an 
individual and $7,550 for a family) 
- and these contributions are 100% 
tax deductible from gross income.”

The following are events that 
may have occurred last year in 
which you can maximize your 
deductions. If none apply for last 

year, no problem. Keep them 
in mind moving forward and 
keep especially good records to 
maximize your tax savings.

Medical Expense deductions
Medical expenses of all kinds 

are deductible if you itemize and 
if your expenses are greater than 
10% of your Adjusted Gross Income 
(AGI) or 7.5% of your AGI if you are 
65 years young or older.

In our experiences, many miss 
these deductions because they 
believe they do not apply. Error 
on the side of giving your tax 
professional everything and let 
him/her delete items that do not 
apply. For those self-preparers, 
here is a list of the main items, 
from the IRS medical deduction site 
at http://www.irs.gov/taxtopics/
tc502.html  (please see IRS website 
for more deductible medical items).

•Medical care expenses include 
the insurance premiums you paid 
for policies that cover medical care 
or for a qualified long-term care 
insurance policy covering qualified 
long-term care services. If you are 
an employee, medical expenses 
do not include that portion of your 
premiums treated as paid by your 
employer under its sponsored 
group accident or health policy or 
qualified long-term care insurance 
policy.

•Payments of fees to doctors, 
dentists, surgeons, chiropractors, 
psychiatrists, psychologists 
and nontraditional medical 
practitioners 

•Payments for in-patient hospital 
care or nursing home services, 
including the cost of meals and 
lodging charged by the hospital or 
nursing home 

•Payments for acupuncture 
treatments or inpatient treatment 
at a center for alcohol or drug 
addiction, for participation in a 
smoking-cessation program and 
for drugs to alleviate nicotine 
withdrawal that require a 
prescription 

•Payments to participate in a 
weight-loss program for a specific 

disease or diseases, including 
obesity, diagnosed by a physician 
but not ordinarily, payments for 
diet food items or the payment of 
health club dues 

•Payments for insulin and 
payments for drugs that require a 
prescription

•Payments for admission 
and transportation to a medical 
conference relating to a chronic 
disease that you, your spouse or 
your dependents have (if the costs 
are primarily for and essential 
to necessitated medical care). 
However, you may not deduct the 
costs for meals and lodging while 
attending the medical conference. 

•Payments for false teeth, 
reading or prescription eyeglasses 
or contact lenses, hearing aids, 
crutches, wheelchairs and for guide 
dogs for the blind or deaf 

•Payments for transportation 
primarily for and essential to 
medical care that qualify as 
medical expenses, such as 
payments of the actual fare for a 
taxi, bus, train or ambulance or for 
medical transportation by personal 
car, the amount of your actual out-
of-pocket expenses such as for 
gas and oil, or the amount of the 
standard mileage rate for medical 
expenses, plus the cost of tolls and 
parking fees 

•You may deduct as an expense 
any medicine or drug that is a 
prescribed drug (determined 
without regard to whether such 
drug is available without a 
prescription) or is insulin.

A couple of quick tips from the 
field include going to your regular 
pharmacist and asking for an 
annual list of your purchases.  You 
may be surprised at how close this 
simple exercise gets you to the 
10%/7.5% of AGI phase outs.

Now the medical expenses 
wheels are turning, think outside 
of the box on items you may have 
been missing in years prior. Collect 
them for last year and keep track 
moving forward.
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The Sales Tax Expense 

Deduction: standard versus 
Itemized 

This deduction is due to expire 
after 2014 tax year so fingers 
crossed on maximizing this 
tax saver and maybe even an 
bureaucratic extension into future 
years.

This simple and direct 
explanation from Aboutmoney.
com:

How much sales tax to deduct?
People can chose between two 

methods of calculating their sales 
tax deduction.

Method 1: Actual sales tax 
expenses. Keep all your receipts 
and add up the total amount of 
sales tax you paid during the 
year. This method requires a 
tremendous amount of record 
keeping but could result in a 
higher deduction.

Method 2. Optional Sales Tax 
Tables. Use the amount provided 
in the sales tax calculator provided 
by the IRS, plus sales taxes paid on

•the purchase or lease of a 
vehicle,

•on the purchase of a boat or 
aircraft, or

•on the purchase or substantial 
addition or renovation of a home.

Our experiences have found it 
most useful when you have a major 
purchase of some type, however 
contrary to the explanation above, 
once you roll up your sleeves and 
dig deep, tracking the actual sales 
expenses are rewarding, and not 
as time consuming as originally 
thought.

Clumping of property taxes
Under current tax laws, most 

property taxes paid for residential 
real estate is deductible. Choosing 
to clump two payments into the 
same year may help offset Uncle 
Sam’s reach in some cases.

According to the IRS in 
Publication 17:  

“Deductible real estate taxes are 
any state, local or foreign taxes 
on real property levied for the 
general public welfare. You can 

deduct these taxes only if they 
are based on the assessed value 
of the real property and charged 
uniformly against all property 
under the jurisdiction of the taxing 
authority.”

Here are a couple of items to 
think of concerning the payment of 
your deductible Real Estate Taxes:

•If you’re not getting a 
deduction for your real estate 
taxes each year because your 
standard deduction(s) are a higher 
amount, consider “clumping” two 
years taxes into the same year in 
order to get your total itemized 
deductions over your standard 
deduction.

•If you had an unusual year of 
operating losses from a business 
entity or other similar pass 
through entity, consider holding 
off on your property taxes until 
next year in order to maximize the 
clump in a possible higher/more 
needed deduction year.

•Every year may not be a 
clumping year. Do not feel bad if 
these examples do not apply to 
you. Just remember, this is one of 
the few deductible timing options 
left to us from Uncle Sam so we do 
not want to waste them.

Deduction of personal loss
Learning of this deduction from 

an actual experience this year, 
reaffirmed, only not asking the 
question is a bad question.

Within certain limitations, a 
personal loss, such as jewelry or 
other items IS tax deductible.

This from the IRS:
Topic 515 - Casualty, Disaster, 

and Theft Losses (Including 
Federally Declared Disaster Areas)

Generally, you may deduct 
casualty and theft losses relating 
to your home, household items 
and vehicles on your federal 
income tax return. You may 
not deduct casualty and theft 
losses covered by insurance 
unless you file a timely claim for 
reimbursement and you reduce 
the loss by the amount of any 
reimbursement or expected 
reimbursement. 

A casualty loss can result from 
the damage, destruction or loss of 
your property from any sudden, 
unexpected or unusual event such 
as a flood, hurricane, tornado, 
fire, earthquake or even volcanic 
eruption. A casualty does not 
include normal wear and tear or 
progressive deterioration. 

A theft is the taking and 
removing of money or property 
with the intent to deprive the 
owner of it. The taking must be 
illegal under the law of the state 
where it occurred and it must have 
been done with criminal intent. 

If your property is personal-
use property or is not completely 
destroyed, the amount of your 
casualty loss is the lesser of: 

•the adjusted basis of your 
property, or

•the decrease in fair market 
value of your property as a result 
of the casualty 

The amount of your theft loss 
is generally the adjusted basis 
of your property because the fair 
market value of your property 
immediately after the theft is 
considered to be zero. 

If your property is business 
or income-producing property, 
such as rental property and is 
completely destroyed, then the 
amount of your loss is your 
adjusted basis.

In closing, certainly there are 
worse things than paying taxes. 
If we are paying, we are making 
money. Paying more taxes than 
one should does not make us 
more patriotic. We never cross 
the line into a gray area. These 
possibilities are choices or deeper 
documentation options that may 
help save tax dollars. 

There are more tax saving 
ideas; our wish is for this article to 
trigger an idea or possibility that 
may resonate with your situation.  
Since we are not CPA’s, please 
check with your tax professional 
and do not take any of these 
items as perfect for your situation 
without further research.

Tax: sales tax expense, real estate taxes
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Bullard plays ‘chicken’ with markets
St. Louis Federal Reserve President James 

Bullard may have single handedly turned 
the capital markets during a minor swoon in 

October 2014 (see chart below). Hat tip zero hedge 
for the chart.

Taking a look at the chart, one must at least 
acknowledge that James Bullard mentioning the 
possibility of more stimulus at the height of the 
market correction MAY have had an impact.

If this is true, the markets will be back for another 
challenge ... EVENTUALLY!

Short sellers 
Folks that have a negative view towards the 

capital markets are called short sellers. They make 
money by borrowing (selling short) shares at a 
higher level and then buying them back (covering) 
at a lower level. Short sellers are most frequently 
called “Bears” as opposed 
to their positive optimistic 
brethren “Bull.” Short 
sellers believe the asset 
they are shorting is 
overvalued as their bet 
is for underperformance, 
either relative or actual to 
other asset classes.

It has been very tough 
sledding for Bears as the 
governments around the 
world have intervened 
directly into capital 
markets pushing interest 
rates lower and in some 
cases even directly 
purchasing stocks in 
order to drive prices 
higher. The theory for this 
is higher equity prices 
and lower interest rates 
will spur slowing economic growth, no matter the 
fundamental underpinnings. I digress.

Eventually there will be another showdown by 
capital market participants; we are labeling this 
“Bullard Chicken” to see who gives in first. This 
game of chicken will come directly from short 
sellers. From our seat the less intervention, the 
greater natural price discover will occur for financial 
markets. The show should be interesting.

Federal Reserve members swat Bullard
It would seem, from a recent minutes transcript 

(below) that other Federal Reserve Board members 
share our concern that Bullard, in fact did turn the 
markets.

From November 2014 FOMC Meeting Minutes:
… including a reference  risked the possibility 

of suggesting greater concern on the part of the 
Committee than was actually the case, perhaps 
leading to the misimpression that monetary policy 
was likely to respond to increases in volatility…

Currently, due to the-afore mentioned 
intervention, capital markets are pricey and may be 
grossly overvalued but it is hard to tell with so many 
outside influences. Markets will play chicken with 
intervening members in order to determine just how 
thick their skin.

The other side of the October turn-around for 
clarity

There was a lot going on the day the capital 
markets dropped and then turned higher in 
October. Just to show fairness to other options, a 

chance coincidental travel 
day made for interesting 
sound bites throughout the 
day. Of course, showing 
our financial nerdiness 
here a few notes were 
logged to a cell phone as 
the action occurred.

Wednesday, Oct 15 - 
perfect storm for capital 
markets by John Kvale

Digital diary – logged in 
cell phone during travel

4:45 a.m. - Twitter 
lighting up cell – Ebola, 
10 Year Bonds sub 2%, 
Overseas Markets Volatile

7 a.m.  Ebola update - 
Dallas another infection

8:30 a.m.  Weak 
Economic numbers 
reported

9 a.m.  Rumor: 6 quarantine in Barcelona Spain 
with Ebola (later proven false)

10 a.m.  Hong Kong footage beating protesters
12:20 p.m.  Oil stops at $80 (we know now this 

was only a brief stop)
1 p.m.   Gold flying (fear gauge)
1:30 p.m.   Wal-Mart an U.S. economic bell 

weather cuts guidance (poor timing by PR)
2:15 p.m.  Putin pounds his chest and makes a 

few aggressive comments
Clearly there was more going on that day than 

just James Bullard saying more government stimulus 
is a possibility. It’s likely there will be a lot going on 
when the market plays chicken with Bullard again as 
well.
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Social security: qualifications to receive benefits
 (continued from Page 1)

light while covering a vast amount of material, 
confirming the audio recording of the event was 
very comforting.

Over the summer on our blog site at www.street-
cents.com, there were 17 posts concerning the 
event, most including the detailed audio segment 
where Mr. Clark described the various techniques. 
These will remain on our blog site as we frequently 
referenced the material and audio already and will 
continue to do so in the future. The direct link to 
the audio files are on a marked page/tab on our 
blog site and the articles are located by selecting 
category of Social Security or Medicare.

One of the most confusing items to many is the 
qualifications to receive benefits i.e. non-earning 
spouse or ex-spouse. If you are married or have 
been married for 10 years, you have a benefit no 
matter your earnings’ history.

Spousal earned benefits
As a spouse or ex- spouse of 10 years, you 

have a Social Security benefit of ½ your spouse’s 
or your benefit, whichever is higher, even if you 
never paid any taxes in your life. Think about that 
for a second. The non-working/earning spouse has 
benefits equal to ½ yours no matter what. Pretty 
good deal.

A spouse who was married for at least 10 years 
also has benefits based on the income earner’s 
wages as well. Wage earner’s benefits are not 
affected by this.  

Here is an exaggerated example to magnify the 
possibilities: a primary breadwinner is married 
and divorced from 20-30, 30-40 and one last time 
from 40-50. The three ex-spouses will each have 
earned benefits since they were married for at least 
10 years and may draw all at the same time based 
on the income earner’s income and payments.  
The income earner is not penalized or affected in 
any way as are the three spouses. A total of four 
beneficiaries (including the income earner) may 
draw collectively without penalty from any of the 
others.

A surviving spouse will get an increase to the 
full amount of the primary earner’s social benefit 
upon the earner’s death, ex-spouses will not.  Non-
married spouses gain no benefits for waiting after 
full retirement age so by not taking the benefit at 

least at full retirement age you are leaving money 
on the table. Remembering this spousal benefit is 
important when determining the appropriate time 
to commence benefits.  

Let it ride
It is one of our favorite techniques clarified 

after the highlighted above knowledge of spousal 
benefits. Drawing on the lower income earning 
spouse’s ½ benefit in order to delay the higher 
income earner’s benefit to a later time. 

Why do this?
Benefits are discounted by about 25% at 

age 62 and rise linearly by month as the 
beneficiary approaches full retirement age. Once 
full retirement age is achieved, delaying the 
commencement of benefits increases the eventual 
benefit by 8% annually.

 
Here are the full retirement benefit ages:
Year of Birth*  Full Retirement Age 
1937 or earlier  65
1938   65 and 2 months
1939   65 and 4 months
1940   65 and 6 months
1941   65 and 8 months
1942   65 and 10 months
1943--1954  66
1955   66 and 2 months
1956   66 and 4 months
1957   66 and 6 months
1958   66 and 8 months
1959   66 and 10 months
1960 and later  67

Key facts we found interesting:
•Most benefits are driven by the commencers 

age, no matter if spousal, non-married spouse or 
widower.

•About 50% of eligible beneficiaries take Social 
Security at age 62.

•Second largest group commence benefits after 
stopping work, not at full retirement age.

•Taking Social Security at 62 (early) has an 
approximate breakeven of age 78. After age 78, 
you would have been better off to wait.

•Remarrying a spouse with a lower income level/
benefit could greatly reduce your benefit.



A few parting thoughts for you...

Dates:

The opinions voiced in this material are for general information only and are not intended to 
provide specific advice or recommendations for any individual. To determine which investments may 
be appropriate for you, consult your financial advisor prior to investing.

J . K .  F I N A N C I A L ,  I N C .
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8222 DOUGLAS AVE SUITE 590
DALLAS, TX 75225

Phone: 214-706-4300
Fax: 214-706-4262

E-mail: info@jkfinancialinc.com

(     )Check out our Blog
www.street-cents.com

In a rather “be lucky than good” 
spirit, we are very happy to 

announce our You Tube Channel 
at jkfinancialinc.  We had NO IDEA 
how popular this would be, and 
as an added benefit, we have had 
a blast sharing our thoughts and 
learning how to bring you more 
granularity. 

Several years ago we began 
uploading monthly updates and 
recently added instructional videos 
for common questions. Starting 
with this edition of our newsletter, 
we will include a complete review 
of our quarter newsletters moving 
forward as well.  

Speaking of popularity, the 

Social Security and Medicare event 
and information has been so 
popular our editor is completing 
two Ebooks on the subjects that 
will include the audio portions as 
well.

As we have for the last several 
years, this newsletter is 50% larger 
than the normal. The extra room 
was needed as we went heavier 
than normal into tax ideas, interest 
rates, several market articles 
and the promised review of our 
Social Security and Medicare event 
findings and techniques.

We hope you enjoy! 
John and the J.K. Financial, Inc. 

team  

New knowledge sites

Jan. 19 – Martin Luther King,
   Jr. day, markets closed
Feb. 16 – Washington’s 
   birthday, markets closed
April 3 – Good Friday 
    observed, markets closed

• You Tube Channel:
  “Jkfinancialinc”
    Terrific collection of our 
    firm’s updates and 
    educational videos 
• www.libraryofcongress. 
  com
   Great historical information
   housed by the U.S.
   government
• www.lynda.com
   Fantastic learning web,
   over 10,000 videos ($) 


