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Your Money

By Andrea Murad

THE SCOURGE OF
ZOMBIE DEBT

10 CONSUMERS DIGEST MARCH/APRIL 2017

A&D STOCKS
EXPECTED TO FLY HIGH
In October 2016, Fitch
Ratings published a bullish 2017 outlook for the
aerospace and defense
(A&D) sector because of
a projected increase in
sales.
A large percentage of
planes that are in service
are old, says Brian Sterz
of Miracle Mile Advisors.
“There’s a fair amount of
pent-up demand.”
An expected increase
in government defense
spending extends the
sector’s positive outlook

further, says Jeff Windau
of Edward Jones. “Those
programs tend to be
large programs and very
long programs,” he says.
Investors should look
to companies that are in
the sector that have a variety of products, so they
don’t depend on a single
contract, Windau says.
He likes General Dynamics
(NYSE: GD; Price: $177.30),
because its businesses include the Stryker combat
vehicle, the Abrams tank,
submarines and ships as

well as Gulfstream business jets.
Windau also likes General Electric (NYSE: GE;
Price: $30.32), which provides jet and turboprop
engines for airplanes,
because it’s diversified
beyond A&D in power
generation, health care
and transportation.
General Dynamics and
General Electric have a
mean analyst recommendation of “buy” or better,
according to Zacks Investment Research.

> RISING RATES & BONDS
Federal Reserve raised interest rates in December 2016, and more rate hikes
are expected in 2017. In a rising-interest-rate environment, a portfolio that’s
weighted heavily in bonds could take a hit if you aren’t prepared.
Kim Jenson of UBS says that, in addition to diversifying their portfolio to
hold more stocks, investors should diversify their bond holdings.
Cameron Hinds of Wells Fargo Private Bank suggests that you hold individual bonds instead of bond mutual funds. “Owning individual bonds allows
the investor to receive their principal when the bond matures, irrespective of
the interest-rate environment,” he says. Of course, a bond’s credit quality is
important, because a low-risk bond, such as a U.S. treasury bill, increases the
chance of a return of the principal at maturity, Hinds adds.
Jenson suggests that you select individual bonds that have diverse maturity dates, rates, credits and geographies to get a good mix.
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As we told you in our January/
February 2017 issue, the top reason why consumers complain to
Consumer Financial Protection
Bureau (CFPB) is debt collection—
particularly debt that consumers
believe that they don’t owe. This
so-called zombie, or phantom,
debt can come back to haunt you.
Credit bureaus provide tools
to help you to combat this debt,
such as an online credit-dispute
process or initiating a credit
freeze. However, credit expert
Gerri Detweiler warns that credit
freezes might not work and that
you might give up your right to
sue by agreeing to mandatory
arbitration if you use the online
credit-dispute process.
Instead, she says you should
confront the debt collector and
insist that you get information
in writing, so you can verify the
debt. “It’s your right under federal
law, and it’s important to give
yourself time to research the situation,” she says.
You want to find out whether
you actually owe the debt, whether the amount is correct and
whether the statute of limitations
has expired. Within 5 days of its
initial communication, the collection agency must send a written
notice that includes the amount
of debt that’s owed, the name
of the creditor and information
about how to dispute the debt,
Detweiler says. “If you don’t get
that, you can either talk to a consumer lawyer or file a complaint
with the CFPB.”
Detweiler advises you to check
your credit reports to see whether
they list a court judgment on the
debt. If so and you can’t pay the
debt, then you should talk with
a consumer bankruptcy attorney
about your options, she says.

BANK MERGERS TO CONTINUE
Bank consolidations are
on the rise, and they’re
expected to continue in
2017. “Since 2010, we’ve
lost a bank a business
day,” says James Chessen, who is the chief
economist at American
Bankers Association.
That’s about 295 consolidations per year. In
particular, the number

of small banks, or banks
that manage less than
$100 million in assets,
has dwindled by about
40 percent since 2010,
according to Federal Deposit Insurance Corp.
Mark Hamrick of
Bankrate.com says consumers would be wise in
this era of consolidation
to open up their bank-

ing business to beyond
a single bank, because
it’s difficult to find a
single entity that will
provide for all of your
financial goals. “It’s like
doing grocery shopping:
You may want to buy
fresh meats and produce from one outlet
and your shelf staples
from another,” he says.

FORECLOSURE
WINDFALL POSSIBLE
Borrowers whose homes were sold
at a foreclosure auction might see
some money come their way.
“It’s a new phenomenon, because we’re finally digging our
way out of this housing hole,” says
Daren Blomquist of Attom Data
Solutions, which covers the realestate industry.
At a foreclosure auction, bidding
starts at the credit bid, which is the
amount that’s owed on the unpaid
mortgage, plus any fees that are
incurred during the foreclosure.
Typically, the home sells for less
than the credit bid or not at all,
Blomquist says. However, if the
foreclosed home is sold at above
the credit bid, “that excess money
would go to the homeowner, if the

homeowner can be located.”
Consumers whose home was
foreclosed should research the
property’s sale online or at the
county recorder’s office after the
auction, Blomquist says. In a few
hot markets, such as Colorado and
Oregon, the difference could be in
the tens of thousands of dollars.
If they learn that the property
sold for more than the amount
that was owed, consumers then
should contact the trustee or the
attorney who was in charge of
the sale, if the consumers weren’t
contacted first. Blomquist says
consumers should let these agents
know that they want to claim any
funds that are left after the lienholders are paid.

SELLING YOUR
HOME THROUGH
SOCIAL MEDIA
According to National Association of
Realtors (NAR), 51 percent of recent
homebuyers found their home through
the internet in 2016, which is up from 44
percent in 2015. Web appeal is the new
curb appeal, says William Brown, who is
the president of NAR, and a clear, smart
strategy is essential these days if you
want to advertise your home for sale on
social media.
Brown tells Consumers Digest that
with such a strategy, “the odds of a sale,
and a fast sale, likely increase.” However,
no data exist that measure how much
faster that a home might sell because of
its appearance on social media.
Although the use of social media to
advertise a home for sale provides exposure to a larger pool of buyers, the type
of social media that you use will attract
buyers from different demographic
groups, says Cara Ameer of Coldwell
Banker Vanguard Realty. For example,
Snapchat is best if you want to reach millennial homebuyers, and Facebook works
better to target baby boomers and Generations X and Y, she adds.
Two experts say you shouldn’t use the
same presentation across the board. For
example, Instagram is visual, so you have
to be quick and sharp with your message, says Sintia Petrosian of The Fleisher
Group With TTR Sotheby’s International
Realty. She suggests that you include
no more than a sentence with a “quality
image” to help a potential buyer to understand your property’s value.
Ameer suggests that you change the
photos, layout and headlines once or
twice per month, so you keep the information fresh. You also should keep any
videos that you use short and talk about
why your property is special, regardless of
the social-media platform that you use.
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ATM FEES REACH
ANOTHER RECORD
The cost to use an out-of-network
ATM rose to a record average of
$4.57 as of October 2016, according
to Bankrate.com. With a pro-business
presidential administration and amid
talk of weakening the watchdog Consumer Financial Protection Bureau,
we wondered how high that ATM
fees might rise in 2017.
Although none of the four experts whom we interviewed would
guess, Mark Hamrick of Bankrate.com
is certain that those fees will climb.
“As long as consumers continue to
use [ATMs], it’s reasonable to expect
that we see the trajectory that’s established continue,” he says.
However, Hamrick adds that a rising interest-rate environment could
create other opportunities for banks
to increase their revenue apart from
by collecting fees. “Over time, it may
well be that there is some pressure
taken off banking fees,” he says.
Rohit Chopra of Consumer Federation of America advises you to
research what your bank provides.
“Many banks now offer automatic
ATM reimbursement that allows a
consumer to use any ATM without
worry about those fees,” he says.
(These banks typically operate online.)
Further, “consumers need to
be careful that they’re not doublecharged by both the owner of the
ATM and their own bank,” Chopra
says. “Looking carefully at all the
fees—not just the one that shows up
on the ATM screen—is critical.”

Andrea Murad has covered personal finance and
investing for 6 years. Her work has appeared online
for BBC Capital, Entrepreneur, Fox Business and
Institutional Investor.
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Alcohol is one of the
more recession-proof
investments that you
can make, and these
days, the market has
gone upscale.
As middle classes
worldwide developed,
they moved upmarket
with alcohol, says Brian
Sterz of Miracle Mile
Advisors. “That’s been
where a lot of growth in
distillers and distributors

has come from.”
However, as consumers seek quality, behind
the scenes, large breweries and spirit-makers
buy higher quality microbreweries and craft
distilleries, experts say,
which can lead to investment opportunities.
Sterz likes Constellation Brands (NYSE: STZ;
Price: $149.97) because
of its combination of

upscale and mainstream
brands that appeal to
different demographics.
Diageo (NYSE: DEO [ADR];
Price: $112.14) is another good pick for similar
reasons, and Sterz calls
it undervalued.
Constellation and Diageo have a mean analyst
recommendation of
“buy” or better, according to Zacks Investment
Research.

FORMER NBA PRO BREAKS
DOWN FRANCHISING
During a 9-year career in the National Basketball Association, Mark Blount
learned how to be a team player, and those skills translate to his role as
a small-businessman. Blount owns a specialty-food franchise in South
Florida after he started with three of them.
“Running three franchises was like playing in the NBA,” he says. He
had to juggle many responsibilities while he brought together “unique”
personalities to accomplish a goal—in this case, the success of his business. “You have employees, schedules, which was fine, but getting everyone to work together was a task. It took me a lot to figure that out.”
Blount says a policy of having employees treat each other with respect, while he also provided incentives, such as gift cards to employees
who sold the most during a specified time, helped to create solid teams.
He says it took about 1-1/2 years to find the right people at each location.
Blount cautions that opening a franchise isn’t for
everyone. The high amount of upfront expenses can be
daunting, he says. “You need at least 2–3 years of rent
money in your account to even think about being successful,” he says.
Location, of course, is crucial, and Blount learned
the hard way that a good location isn’t permanent. Blount opened one of his stores in a
bustling area, but after a few years, the area’s demographics changed, and he had to use a lot of
resources to keep the business afloat. In the end,
it was too much. Blount closed the location. (He
sold another.) Blount learned that the type of
location can matter, too. Theme parks, airports
and outlet malls that attract back-to-school
shoppers are potentially good options, he says.
Blount’s portfolio is 1 percent in his business,
79 percent in bonds, 10 percent in stocks and
Mark Blount
10 percent in real estate.
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