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Note from the CEO

Richard Manske, CFP®  

I recently celebrated my twenty-second year at Parsec Financial. The occasion afforded me an opportunity to reflect 
on my experiences as a financial advisor and fiduciary to others. I greatly enjoy the many different types of people I 
have worked with and have found many things to admire and lessons to learn from clients. 

In this edition of our newsletter, I address common money personalities. I am fascinated at the relationship each 
client has with money. It varies from person to person. 

We also discuss many ideas for investors who are starting out in life. While not all of us are just getting started, 
we almost certainly know someone who is. Imparting wisdom from one generation to the next is what makes us 
uniquely human. 

As we say farewell to 2018, we can all have wise resolutions for 2019. Gaining awareness about our financial goals 
can improve our financial outcomes. We at Parsec are here to help you discover your path to financial success.

Happy New Year!
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The Great American Jobs Machine
Rolls On

4 First Quarter 2019

Every month the Bureau of Labor Statistics (BLS) publishes the “Job Openings and Labor Turnover” survey, 
popularly called the JOLTS report. On December 10, they told us that on October 31 there were 7,079,000 job 
openings in the U.S. on a seasonally adjusted basis.

As Chart 1 shows, October was the fourth consecutive month in which the number of job openings exceeded the 
number of unemployed people looking for work. There were 6,075,000 unemployed people in October, more than 
one million fewer than the number of job openings.

The JOLTS data include always-stunning numbers on the total number of hires and separations over the last twelve 
months. There were 67.8 million hires made in the 12 months ending in October and 65.3 million separations. 
That meant that 133,100,000 people had to be processed in order to get a net increase in employment of 2,500,000 
people. That is an indication of how strong the demand always is for good HR people. 

Chart 2, which appears on the following page, shows the levels of total employment. In November a record 
156,795,000 people were employed and 5,975,000 were unemployed and looking for work. That resulted in a very 

Chart 1
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Jim Smith is the Chief Economist. He has been an Adjunct Professor at Kenan-Flagler Business School at UNC 
Chapel Hill since 1988.

low unemployment rate of 3.7 percent.

Chart 2 also shows that the total number of people employed has doubled since November 1969. That’s an increase 
of 100 percent. At the same time, the population of the U.S. increased about 60 percent in that time period. The 
number of people employed has grown by 2,878,000 people or 1.9 percent over the 12 months ended in November 
2018. 

For people 25 years old or above with a bachelor’s degree or higher , the unemployment rate was 2.2 percent in 
November. While that was up from 2.0 percent in both September and October, it is still indicating a very strong 
labor market.

If you know people who are graduating from college in 2019, you can assure them they will be enjoying the 
strongest labor market of the last fifty years. That should bring a smile to their faces. If you are thinking of changing 
jobs, you can look forward to about 2 more years of a strong labor market although you should keep in mind that as 
a recession unfolds, companies have a tendency to lay off those most recently hired.

Chart 2
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Financial Lingua Franca
Sarah DerGarabedian

For anyone new to investing (and even for those who are not so new) the terminology used by investment 
professionals can be unfamiliar and a bit confusing. When you sit down with an advisor to discuss your investment 
portfolio, there are several words and phrases that are likely to arise. Here is a brief primer on a few of the more 
common:

Asset Class
Individual securities can be grouped into various classes with other securities that behave similarly and that share 
certain characteristics. For example, stocks are one type of asset that can be grouped into the equity asset class, and 
bonds can be grouped into the fixed income asset class. Cash is also considered an asset class, as are commodities. 

Asset Allocation
An investor’s target asset allocation represents the ideal mix of asset classes that will best fit their needs and goals. 
You may hear an advisor refer to a 100% equity allocation, or an 80/20 allocation, with the latter representing 80% 
equities and 20% fixed income. Remember, equity refers to stocks (and stock mutual funds and ETFs), whereas 
fixed income refers to bonds (and bond mutual funds and ETFs).

Benchmark
In general terms, a benchmark is “a standard or point of reference against which things may be compared or 
assessed.” As it relates to investing, a benchmark is an index comprised of multiple securities that, as a whole, 
represent some portion of the market. One of the better-known indices that is frequently used as a benchmark is the 
S&P 500 Index. It is comprised of the 500 largest publicly-traded U.S. companies by market value (which is equal 
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Sarah DerGarabedian is the director of portfolio management. She is a CFA charterholder. 

to the number of outstanding shares multiplied by the current share price). There are hundreds of different indices, 
representing every imaginable corner of the investable universe. As you can imagine, not all of these indices would 
be an appropriate benchmark for every portfolio – you would need to choose an index (or several indices, blended 
together) that most closely represents the market segments in which the portfolio is invested. 

The importance of an appropriate benchmark cannot be overstated. In order to properly gauge your portfolio’s 
performance, you must compare it to an appropriate benchmark. It wouldn’t make much sense to compare a 
portfolio of domestic stocks to a benchmark comprised solely of international stocks, as these two groups generally 
perform differently. If your portfolio is well-diversified and has a mixture of domestic and international stocks, it 
would be better to find two indices (one domestic and one international) and blend them together in the same 
proportion as the stocks in your portfolio. This is particularly important if your portfolio consists of more than one 
asset class, such as equities and fixed income. These two asset classes perform very differently most of the time, so it 
would be wildly inappropriate to compare a 60% equity/40% fixed portfolio to a 100% equity benchmark.   

Basis Point
I’d like to make one last little point about a very little point – the basis point. One basis point is equal to 1/100th 
of a percent. For example, 0.05% is equal to 5 basis points (or bps, commonly pronounced “bips”). Many in the 
industry speak in terms of basis points, simply because it’s easier than saying, “point zero five percent.” Basis points 
might raise their tiny little heads when advisors are discussing mutual fund or ETF expense ratios (which are the 
annual fees charged to investors), as well as bond yields and dividend yields. 

This is but a short list, of course. You can always run a Google search for other unfamiliar terms – just make sure the 
site is reputable. There are many goods one, such as www.investorwords.com. And don’t be afraid to ask your advisor 
to explain anything you don’t understand – we are here to help! 

http://www.investorwords.com


8 First Quarter 2019

Budgeting Goals Made (Somewhat) Simple
Travis Boyer

While budgeting is very important for setting yourself 
up for longer term financial success, I personally get no 
pleasure out of scrutinizing every minor detail of my 
personal expenses. Establishing buckets for expenses like 
travel, food, utilities, gifts etc. and then trying to live 
within a set amount for each category each month feels 
like way too much work and for me it makes spending 
money stressful. I personally prefer monitoring three 
separate equations for main spending goals including 
retirement savings, home mortgage costs, and overall 
debt servicing costs. Then as long as I stay within those 
three guidelines then I can spend whatever money is left 
however I please. No more worrying about how much 
I spent on restaurants in any one month as long as the 
overall spending goals are still in good order!

The first equation revolves around retirement savings. 
Almost everyone wants to stop working at some point, 
and even if you are one of those people who claims to 
want to work until you die you still need to be prepared 
to retire based on a physical or mental inability to 
continue working. My young professional investor 
education website www.youngandnotbroke.com, which 
is sponsored by Parsec Financial, outlines a projection of 
how saving 15% of your pre-tax income for retirement, 
and investing those savings wisely, will get you to a 
strong retirement position after about 36 years. If you 
want to hang it up before then you should shoot for a 
higher savings rate, but keeping 15% as a minimum 
savings goal is a good starting point. 

Second is maintaining a sustainable cost for your home 
relative to your income. Take your monthly mortgage 
payment and add to that property taxes and insurance (if 
these are not being paid through escrow) as well as any 
homeowners or condo association fees. Altogether, these 
amounts should be below 28% of your monthly pre-
tax income. If you are looking at moving and the new 
home will push this figure above the 28% level then you 

should reconsider making that move or look for a lower 
cost home.

Last is looking at your overall debt service. Add any 
monthly student loan or car payments etc. to the 
monthly housing cost figure we just calculated. Make 
sure to keep this overall amount less than 36% of your 
monthly pre-tax income. If you want a new car but the 
new loan payment will push you above the 36% level 
then you should keep your current ride, pay off your 
student loans before upgrading, or go for a lower cost 
vehicle. 

If all three of the above figures are satisfied then you 
can calculate the dollars that you should have in take 
home pay after retirement savings and debt service. That 
amount is your lifestyle spending budget – so spend it as 
you would like! But, you will need to plan in advance for 
any bulk expenses so you can satisfy those as needed and 
your normal monthly spending habits can continue. If 
you have added goals like college savings for a little one 
then you will need to siphon off say $500/month from 
your lifestyle spending amount so that goal is covered.

If one or all of the above metrics are not satisfied then 
it is time to go deeper into your spending habits to start 
making tough spending decisions. Can you brew your 
coffee at home or take lunch to work? Do you need to go 
to that additional happy hour this week? Do you really 
need to go to your third bachelor/bachelorette party in 
one year? Or potentially look to obtain a graduate degree 
or professional certification that can help boost your 
income opportunity to help get the equations back in 
line over time.

Travis Boyer is a senior financial 
advisor. He is a CFA 
charterholder as well as a 
CERTIFIED FINANCIAL 
PLANNER™ practitioner. 

http://www.youngandnotbroke.com
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Pay Off Debt? Or, Save for Retirement?
Harli Palme

Thirty-seven percent of households headed by an adult 
under the age of forty have student debt, according 
to the Pew Research Center. This is the highest share 
in history. The increase in college costs and the rising 
importance of a post-secondary education for improving 
income are a big part of this. Nevertheless, Millennials 
have less overall debt than Gen Xers did at their age. 
Many surveys conducted in recent years have discovered 
that Millennials share a resistance to debt, no doubt 
influenced by coming of age during the dot-com crash 
of 2001 and housing crisis of 2008. Given this, it’s no 
wonder we are often asked by younger people how to 
manage paying off debt as quickly as possible while 
saving for retirement.

For those under age forty, retirement seems like a 
lifetime away, while current debt is anxiety-producing. 
If you looked at the amortization schedule of your new 
mortgage, you probably felt a spike of adrenaline and 
thought, “I’m paying this off as soon as I can!” But 
setting emotions aside, there is a rational way to make 
your decision.

To boil it down to its simplest form, think of your debt 
as an investment and the interest rate as a rate of return. 
Compare your debt interest rates to the expected rate 
of return on your other investment opportunities, and 
you’ll have a good starting point. If your student loan is 
locked in at 6% over ten years and the expected return 
in your 401k is 8% over that time period, all else equal, 
the 401k is a more attractive place to put your money. 
And remember, an employer match on your 401k 
contribution is an immediate 100% return, and you just 
can’t beat that. By all means, do whatever is necessary to 
get your match, as long as you’re not missing minimum 
payments on your debt.

Some interest expense is tax-deductible, making holding 
the debt more attractive if you itemize deductions. 
Examples of this are primary home mortgage interest 
and, depending on income level, student loan interest. 
Compare the benefit of this tax deduction to an 
investment expected rate of return by converting the 
debt interest rate to a tax-deductible equivalent yield. To 
do this, multiply your debt interest rate by 1 minus your 
marginal tax rate. For example, if your mortgage is 5%, 
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and your marginal tax rate is 25%, multiply 5% times 
75% (1 – 25%) to get 3.75%.  3.75% is essentially what 
you are paying in interest due to the tax savings from the 
debt. Compare this to your 8% return opportunity and 
the prospects for investing are even sweeter. Admittedly, 
the new higher standard deduction makes this less of 
a common concern. The above comparison is only 
relevant on the portion of interest that is greater than the 
standard deduction. 

A variable interest rate can complicate the analysis. 
Consider whether your rate is scheduled to go up in 
predictable increments. If so, you can look at your 
interest schedule and determine at what point in the 
future it no longer makes sense to have that debt, and 
plan accordingly. If your debt interest varies based on 
market factors, such as the prime rate, all other factors 

being equal, consider paying this debt off quickly in 
a rising interest rate environment, such as the one we 
are in now, and more slowly in a declining interest rate 
environment.

Having too much debt can be risky. If your debt level is 
to the point that the slightest unexpected curveball will 
make it all come tumbling down, you should prioritize 
getting your debt to a more manageable level. However, 
don’t make the mistake of putting off critical retirement 
savings on hold for the sake of blindly paying down 
debt. Younger investors have the luxury of time and can 
generally withstand more investment risk. Investment 
risk leads to higher returns over the long-term, and 
higher returns leads to a more comfortable, and possibly 
earlier, retirement.

Harli Palme is a Partner. She is a CFA charterholder as well as as well as a CERTIFIED 
FINANCIAL PLANNER™ practitioner. 

Income Tax 101 for Investment and Tax Planning
Brad Burlingham and Larry Harris

With this article, we hope to equip the reader with 
a basic understanding of the individual income tax 
calculation and the use of a taxpayer’s marginal tax rate 
or tax bracket in investment and income tax planning. 
The tax brackets, also called marginal tax rates, can be 
used to calculate the tax cost of additional income or 
the tax benefit of additional adjustments to income 
or additional itemized deductions. The Tax Cuts and 
Jobs Act of 2017 (effective for tax years 2018-2025) 
is incorporated in this discussion. Lastly, the article 
does not incorporate state income tax rates into the 
discussion. Your tax professional could add the state 
tax rate when considering the tax cost or benefit of a 
recommendation.  

The U.S. Income tax calculation breaks down as follows:  
1. Report all items of income subject to tax to arrive at 

gross income
2. Report all adjustments to gross income to arrive at 

the taxpayer’s adjusted gross income
3. Report all itemized deductions and determine if 

itemized deductions are greater than the standard 
deduction, and

4. Subtract the greater of itemized deductions or the 
standard deduction from adjusted gross income 
resulting in taxable income 

Once taxable income is calculated, it is time to calculate 
the income tax. The calculation is a confusing one 
because there is a tax rate applicable to capital gain 
income and a different tax rate applicable to ordinary 
income.  

Most taxpayers have both capital gain income and 
ordinary income included in their taxable income. 
Generally speaking, capital gain rates apply to 1) income 
resulting from the sale of securities that have been held 
for at least one year, 2) income resulting from the sale 
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of certain depreciable property, e.g. a rental house and 
3) qualified dividends. Ordinary income tax rates apply 
to pretty much all the other types of income, e.g. W-2 
wages, income from business operations, interest, short 
term capital gain, retirement plan distributions and 
taxable social security.  

Tax rates for ordinary income beginning with the 2018 
tax year and continuing through 2025 will be broken 
down into seven tax brackets for individuals. The 
percentage rates will be:
• 10% 
• 12% 
• 22% 
• 24% 
• 32% 
• 35% 
• 37%  

The rate will apply to the different income levels 
depending on filing status. 

Capital gain rates for 2018 and beyond have not 
changed; however, the breakpoints for the rates have 
changed. The 15% breakpoint applies to adjusted net 
capital gain in excess of:

• $77,200 for joint returns and surviving spouses (half 
this amount for married taxpayers filing separately), 

• $51,700 for heads of household, and 
• $38,600 for other unmarried individuals. 

The 20% breakpoint applies to adjusted net capital gain 
in excess of:
• $479,000 for joint returns and surviving spouses 

(half this amount for married taxpayers filing 
separately), 

• $452,400 for heads of household, and $425,800 for 
any other individual (other than an estate or trust).

A single taxpayer with taxable income consisting entirely 
of ordinary income in excess of $82,500 or a married 
filing jointly taxpayer with taxable income consisting 
entirely of ordinary income in excess of $165,000 has a 
marginal tax rate of 24% for U.S. income tax purposes. 
This means that a dollar increase in itemized deductions 
or adjustments to gross income produces 24 cents in 
U.S. income tax savings. An additional item of ordinary 

income 
would have 
a tax cost of 
24 cents if 
the taxpayer 
has a 24% 
marginal tax 
rate.  
 
A taxpayer 
in the 15% 
bracket 
for long-term capital gain income will pay 15 cents 
on one dollar of long term capital gain income. If the 
taxpayer’s advisor sells a stock and produces one dollar 
of capital loss to offset one dollar of capital gain the tax 
savings will be 15 cents. A taxpayer might have capital 
losses remaining after offsetting all of their capital gain 
income in which case you are allowed to take up $3,000 
of capital losses against ordinary income ($1,500 for a 
single taxpayer.) Assuming a 24% rate, the result would 
be a tax savings of $720 for a married filing separately 
taxpayer.

There are numerous investment and tax planning 
decisions that are made using the taxpayer’s marginal 
income tax rate and or capital gain rate as a key variable. 
Consider the following:

• Tax benefit or cost of the timing of retirement plan 
contributions and distributions

• The decision to make a Roth or a traditional IRA 
contribution

• The decision to harvest capital loses to offset capital 
gains

• The decision to make a large contribution to a donor 
advised fund, and

• The tax benefits of mortgage interest on a principal 
residence

Your advisor and tax professional have the tools and 
expertise to calculate the costs and benefits for the 
planning decisions listed above. In many situations, 
there are other taxes to consider such as the 3.8 % net 
investment income tax. 

It is imperative to arrange for a tax projection given 
the complexity of the tax calculation in order to have 
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reliable information regarding the tax cost or benefit of 
a decision. Consider the almost certain likelihood that 
tax rates are likely to change during the course of one’s 
lifetime. A reasonable estimation of projected future 
rates is an important factor in the development of a 
long-term investment plan.   

We are happy to discuss Parsec tax planning and 
compliance services. If you are interested, please contact 
your advisor who will be happy to arrange for a meeting 
or provide additional information regarding tax services.    

Brad Burlingham and Larry Harris are co-directors of tax services in our South Asheville office. Both 
gentlemen are Certified Public Accountants.

Common Money Personalities
Richard Manske

Successful people come in a variety of types, but a 
common denominator in successful people is that they 
have a good awareness of their own personality with 
money. Money personalities affect the way we behave 
when making financial decisions and how we go about 
spending, saving and investing. It really helps to know 
our own money traits. 

Most behavior changes begin with having self-awareness. 
This is no different when the behavior change is desired 
to improve our financial outcomes and progress towards 
good financial health. I have learned that the happiest 
and most successful people learn how to balance 
spending and savings to become financially peaceful. But 
like many examples in life, finding balance is not always 
easy. 

A few common money personalities are:

• Spenders seek emotional comfort in spending. They 
find social status to be important and part of their 
self-worth. They feel they deserve to spend and like 
the attention it brings them. 

• Savers see money as a means to obtain security. They 
can be a bit too frugal, focusing on the scarcity of 
money and unable to enjoy financial success other 
than the satisfaction of savings towards it. They tend 
to think in terms of interest. 

• Avoiders/Shoppers are not comfortable with the 
subject of money. They often use the act of bargain 
shopping to avoid the topic of investments and 

instead focus on attaining bargains. This gives them 
great satisfaction for having gotten a good deal and 
fostering the sense of being good with money in 
spite of having spent it.

• Debtors do not have a sense of budget and 
oftentimes spend more than they make and miss 
opportunities to save.

• Investors are the “ideal” state. Investors are aware 
of money and tend to seek a day when passive 
investments provide them with “independent 
wealth.”  They have found balance and enjoy how 
money can provide both security and opportunity 
for the enjoyment of life. 

Having an idea of our personality with money is a good 
starting point as we seek to find an ideal state where our 
financial life is balanced. 

A spender would be wise to focus on things they will use 
and need rather than on the things they desire or want. 
Spenders should set a budget and consider using cash 
rather than credit. 

Savers might seek to live a bit more in moderation and 
acknowledge the fleeting nature of life and how there 
can be a lot of positive memories created while spending 
money. Also, with today’s low interest rates, a saver may 
find it impossible to attain financial goals with only 
conservative investments. It is difficult to save your way 
to retirement. 
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Avoiders/Shoppers can benefit from learning more 
about the day-to-day management of their finances and 
financial plan. Setting priorities first before seeking a 
deal on a new purchase will help change the state of 
mind. 

Shoppers should learn that a sense of satisfaction and 
happiness can be found in so many other pursuits that 
do not involve money. Exercise, spending time with 
friends and family, and self-improvement are all ways to 
cultivate a sense of purpose and meaning. 

Lastly, debtors should re-consider their future and set up 
a plan. Seeking assistance is imperative if you are on an 
unsustainable path. 

I suggest we all consider what traits influence us and 
how gaining that awareness can improve our financial 
outcomes. Knowing where we stand and how to modify 
behavior is vital to achieving security and attaining life’s 
goals. We are here to help you.

Richard Manske is the Chief Executive Officer. He is a CERTIFIED FINANCIAL PLANNER™ 
practitioner and a Behavioral Financial Advisor™. 

What Does It All Mean???
Cristy Freeman

When starting a new job, you are bombarded with forms 
to complete. Some, like tax withholding forms, are 
familiar. Anything related to insurance benefits can be 
overwhelming. It does not matter if someone is starting a 
first job or has been in the workforce for decades. It can 
be daunting.

Let’s take a very brief look at the most common types of 
benefits you might be offered:

Medical insurance. This can be downright intimidating. 
Take a deep breath. The human resources department 
should provide you with a summary of benefits, which 
will show you the plan’s deductible and basic terms. On 
a high level, you should know what your per-paycheck 
premium will be, what your deductible is, what the 
maximum benefit amount is, and when your plan year 
begins and ends. You can dig deeper to learn exactly how 
your plan works. 
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For example, when you go to the doctor, do you pay a 
co-payment? Do you pay the full charge until you meet 
your deductible?

Dental, vision, cancer, and other insurance. Some 
employers offer plans that cover expenses beyond 
traditional medical plans. I recommend that you 
consider what your costs are if you pay these expenses 
out of pocket and compare that amount to the premium 
for the coverage. 

Also, make sure you understand exactly what is covered 
and whether or not waiting periods will be imposed. 
Some plans might cover cleanings and fillings right away. 
Then, you must have coverage under the plan for a year 
or so before it will cover major dental work like crowns.

Health savings account (HSA). If your company’s 
medical plan has a high deductible, you may have the 
opportunity to have a health savings account. Your 
employer may allow you to deduct pre-tax dollars to 
fund the account. 

Monies in a health savings account can be used for 
qualifying medical expenses (see IRS website for details). 
The account balance belongs to you and can be “rolled” 
from year to year, allowing you to accumulate dollars for 
larger expenses in future years. 

Flexible spending accounts (FSA). While these 
accounts resemble HSAs, the balance does not “roll” 
from year to year. You must use the funds within a 
specified timeframe or lose them. 

Also, in some situations, the accounts can only be used 
for qualifying vision and dental expenses.

Life insurance. Some employers might include a 
minimal amount of coverage as a perk. You could have 
the option to purchase more. 

As with any life insurance policy, examine the cost 
and need for coverage. Is it cost effective to purchase it 
through your employer? If you leave the company, is the 
plan portable?

Long-term disability coverage. Just as you do with life 
insurance, carefully examine the long-term disability 

policy. Meant to offer assistance in the event of disability, 
the plan could help you cover expenses. However, a 
standalone plan outside of an employer plan may offer 
better coverage at an affordable rate. 

If you decide to decline coverage now but want it later, 
will the insurer request a medical exam? Ask, because 
the answer could influence your decision. Some insurers 
have a “no questions asked” policy for new enrollees 
but are strict for anyone who signs up after initial 
employment.

You are probably wondering how you can sort out all of 
this stuff. Your company’s human resource department 
should be able to answer most questions. Ask others in 
the company what their experience has been with certain 
benefits, particularly medical insurance. Seek assistance 
from friends and family who have been in the workforce 
and know “how this stuff works.” And, of course, your 
financial advisor is happy to help.

Starting a new job is scary enough. Selecting benefits 
does not have to be a nightmare. 

Cristy Freeman is a Senior Operations 
Associate in the Asheville Office. She is 
an Accredited Asset Management 
Specialist™ designee.



I have decided to stick with love. Hate is too great a burden to bear.

Martin Luther King Jr.

Parsec will be closed Monday, January 21, 2019
in observance of Martin Luther King Jr. Day.
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