
 

Shaping perception 
In addition to filing regulatory paperwork, many 
companies announce their results through press 
releases, conference calls, and/or webinars so they 
can influence how the information is judged by 
analysts, financial media, and investors. 
 

Pro-forma (or adjusted) earnings may exclude 
nonrecurring expenses such as restructuring costs, 
interest payments, taxes, and other unique events. 
Although the Securities and Exchange Commission 
has rules governing pro-forma financial statements, 
companies have leeway to highlight the positive and 
minimize the negative. There may be a vast 
difference between pro-forma earnings and those 
calculated according to GAAP. 
 

Many companies also take steps to manage 
expectations. Issuing profit warnings or positive 
revisions to previous forecasts may prompt analysts 
to adjust their estimates accordingly. Companies 
may also be able to time certain business moves to 
help meet quarterly earnings targets. 
 

The media hype surrounding an earnings surprise 
can sometimes draw attention away from important 
details that may be revealed in a company's quarterly 
report. Factors such as sales growth, research and 
development, new products, consumer trends, 
government policies, and global economic conditions 
can all affect a company's longer-term prospects. 
 

The return and principal value of stocks fluctuate with changes 
in market conditions. Shares, when sold, may be worth more or 
less than their original cost. The S&P 500 is an unmanaged 
group of securities that is considered to be representative of the 
U.S. stock market in general. The performance of an unmanaged 
index is not indicative of the performance of any specific 
investment. Individuals cannot invest directly in an index.  
 
1FactSet, August 9, 2019 
2Reuters, April 9, 2019 

     How Can I Teach My High School Student the Importance of Financial Literacy?  
 

Even though your child is just in high school, he or she may still have to deal with certain financial challenges. Whether this 
involves saving for an important purchase like a car or learning how to use a credit card responsibly, it's important for your high 
schooler to have a basic understanding of financial literacy concepts in order to manage his or her finances more effectively. 
 

While financial literacy offerings in schools have increased in popularity, a recent study reported that only 17 states require high 
school students to take a personal finance course before they graduate.1 Here are some ways you can teach high school students 
the importance of financial literacy.  
 

Advocate saving. Encourage your children to set aside a portion of any money they receive from an allowance, gift, or job. Be 
sure to talk about goals that require a financial commitment, such as a car, college, and travel. As an added incentive, consider 
matching the funds they save for a worthy purpose. 
 

Show them the numbers. Use an online calculator to demonstrate the concept of long-term investing and the power of compound 
interest. Your children may be surprised to see how fast invested funds can accumulate, especially when you match or contribute 
an additional amount each month. 
 

Let them practice. Let older teens become responsible for paying certain expenses (e.g., clothing and entertainment). The 
possibility of running out of their own money might make them think more carefully about their spending habits and choices. It 
may also encourage them to budget their money more effectively. 
 

Cover the basics. By the time your children graduate from high school, they should at least understand the basic concepts of 
financial literacy. This includes saving, investing, using credit responsibly, debt management, and protection planning with 
insurance.  
 
1 Survey of the States, Council for Economic Education, 2018  

 

 

Publicly traded companies are required to report their 
financial performance to regulators and shareholders on a 
quarterly basis. Earnings season is the often-turbulent 
period when most companies disclose their successes and 
failures. 
 

U.S. companies included in the S&P 500 index suffered 
year-over-year earnings declines in the first two quarters of 
2019.1 Rising wages and higher material costs (partially due 
to tariffs imposed on traded goods) had started to cut into 
profit margins.2 

 

Earnings reports are closely watched because they reveal 
a corporation's bottom line. However, they generally reflect 
past performance and may have little to do with future 
results. 
 

Performance lingo 
A quarterly report includes unaudited financial statements, 
a discussion of the business conditions that affected 
financial results, and some guidance about how the 
company expects to perform in the following quarters. 
Financial statements reveal the quarter's profit or net 
income, which must be calculated according to generally 
accepted accounting principles (GAAP). This involves 
subtracting operating expenses (including depreciation, 
taxes, and other expenses) from net income. 
 

Earnings per share (EPS) represents the portion of total 
profit that applies to each outstanding share of company 
stock. EPS is often the figure that makes headlines, 
because the financial media tend to focus on whether 
companies meet, beat, or fall short of the consensus 
estimate of Wall Street analysts. A company can beat the 
market by losing less money than expected, or can log 
billions in profits and still disappoint investors who were 
counting on more.  
 

An earnings surprise — whether EPS comes in above or 
below expectations — can have an immediate effect on a 
company's stock price. 
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Ever since a legal secretary named Ida May Fuller received the 
first Social Security retirement check in 1940, Americans have 
been counting on Social Security to provide much- needed 
retirement income. For many older Americans, Social Security 
is their main source of guaranteed retirement income — income 
that continues throughout their lifetimes and is indexed for 
inflation every year (in 2019, the cost-of-living adjustment, or 
COLA, was 2.8%). 
 
Social Security provides more than just retirement income, 
though. It also provides disability and survivor insurance 
benefits. About 62 million people — more than one in six U.S. 
residents — collected some type of Social Security benefit in 
2018, with approximately 80% of these recipients receiving 
Social Security retirement or survivor benefits.1 

 

How Social Security works 
Social Security is a pay-as-you-go system, which means that 
payments from current workers (in the form of payroll taxes) 
fund benefits for current beneficiaries. The payroll tax rate for 
Social Security is 12.4%, with 6.2% paid by the employee and 
6.2% paid by the employer (self-employed individuals pay the 
entire 12.4%). These payroll taxes are deposited into the Old-
Age and Survivors Insurance (OASI) trust fund (for retirement 
and survivor benefits) and the Disability Insurance (DI) trust fund 
(for disability payments). 
 
Because of demographic and economic factors, including higher 
retirement rates and lower birth rates, there will be fewer 
workers per beneficiary over the long term, worsening the strain 
on the trust funds. This year, the trustees of Social Security 
reported that the OASI trust fund is projected to run out in 2034. 
After that, payroll tax revenue alone would be sufficient to pay 
77% of scheduled benefits. 
 

Ideas for reform 
There has been little national consensus by policymakers on 
how to deal with Social Security's looming demographic 
challenges. Meaningful reform will require broad bipartisan 
support, and the trustees have urged Congress to address 
Social Security's challenges sooner rather than later, so that 
solutions will be less drastic and can be implemented gradually, 
lessening the impact on the public.  
Some Social Security reform proposals on the table include: 

• Raising the current Social Security payroll tax rate — 
according to the 2019 trustees report, an immediate and  

 

 

permanent payroll tax increase to 15.1% (up from the 
current 12.4%) would be necessary to address the long-
range revenue shortfall (16.05% if the increase started in 
2035) 

• Raising or eliminating the ceiling on wages currently 
subject to Social Security payroll taxes ($132,900 in 2019) 

• Raising the full retirement age beyond the currently 
scheduled age of 67 (for anyone born in 1960 or later) 

• Reducing future benefits — to address the long-term 
revenue shortfall, the trustees have noted that scheduled 
benefits would have to be immediately and permanently 
reduced by about 17% for all current and future 
beneficiaries, or by approximately 20% if reductions were 
applied only to those who initially become eligible for 
benefits in 2019 or later 

• Changing the formula that is used to calculate benefits 

• Changing the formula that is used to calculate the annual 
cost-of-living adjustment for benefits 
 

Understand your retirement benefits 
The amount you'll receive from Social Security is based on the 
number of years you've worked, the amount you've earned 
over your lifetime, and the age when you file for benefits. Your 
benefit is calculated using a formula that takes into account 
your 35 highest earnings years, but you don't need to work for 
that long to qualify for retirement benefits. Generally, you need 
to have earned a minimum of 40 work credits, which is about 
10 years of work in a job covered by Social Security. If you 
haven't worked long enough to qualify on your own, you may 
qualify for spousal benefits based on your spouse's work 
record. A spousal benefit claimed at your full retirement age is 
generally equal to 50% of the primary worker's full benefit. 
 
You can get an estimate of your future Social Security 
retirement benefits by visiting the Social Security website at 
ssa.gov and using the Retirement Estimator tool or by viewing 
your Social Security Statement. Your personalized statement 
contains a detailed record of your earnings history, as well as 
estimates of the retirement, survivor, and disability benefits 
you can expect at different ages. To view your statement 
online, you'll first need to register. If you haven't registered 
online, you'll receive your Social Security Statement in the mail 
every year if you are age 60 or older and not yet receiving 
benefits. 
 
1 Top Ten Facts About Social Security, Center on Budget and Policy 
Priorities, August 14, 2018 

 

4. Paying for college 
Paying for college is a major financial undertaking and 
usually involves a combination of strategies to help cover 
costs — savings, financial aid, income during the college 
years, and potentially other creative cost-cutting measures. 
Hopefully, you've been saving money on a regular basis to 
amass a healthy sum when your child is ready for college. 
But as college costs continue to rise each year, what you've 
saved may not be enough.  
 
For this reason, many families supplement their savings at 
college time with federal or college financial aid. Federal aid 
can include student and parent loans (need-based and non-
need-based), grants and work-study (both need-based), 
while college aid consists primarily of grants and 
scholarships (need-based and merit-based). In fact, college 
grants and scholarships can make up a significant portion 
of the college funding puzzle, so exploring the availability of 
college aid is probably the single biggest thing you can do 
after saving regularly to optimize your bottom line. In 
addition to financial aid, you might take out a private college 
loan or borrow against your home equity. Or you might pay 
college expenses using your current income or other 
savings or investments.  
 

5. Saving for retirement 
You know that saving for retirement is important. However, 
sometimes it's easy to delay saving while you're still young 
and retirement seems too far off in the future. Proper 
planning is important, and the sooner you get started, the 
easier it will be to meet your retirement income needs. 
Depending on your desired retirement lifestyle, experts 
suggest that you may need 80% to 100% of your pre-
retirement income to maintain your standard of living. 
However, this is only a general guideline. To determine your 
specific needs, you'll need to estimate all your potential 
sources of retirement income and retirement expenses, 
taking taxes and inflation into account. 
 
Once you've estimated how much money you'll need for 
retirement, your next goal is to save that amount. Employer-
sponsored retirement plans like 401(k)s and 403(b)s are 
powerful savings tools because you can make pre-tax 
contributions (reducing your current taxable income), and 
any investment earnings grow tax deferred until withdrawn, 
when they are taxed as ordinary income. You may be able 
to enhance your savings even more if your employer 
matches contributions. IRAs also offer tax-deferred growth 
of earnings. 

 

As you move through different stages of life, you will face new 
and unique financial situations. Did you just get engaged? 
Perhaps you are wondering how you and your partner are 
going to manage your money together. Do you have children? 
Maybe you are looking for ways to pay for their college 
education.  
 

When you navigate through these various life events, you 
might seek professional guidance to help you make sound 
financial choices.  
 

1. Getting married 
Getting married is an exciting time in one's life, but it also 
brings about many challenges. One challenge that you and 
your spouse will face is how to merge your finances. Careful 
planning and communication are important, since the financial 
decisions you make now can have a lasting impact on your 
future.  
 

You'll want to discuss your financial goals and determine which 
are most important to both of you. You should also prepare a 
budget to make sure you are spending less than you earn. 
Other issues to consider as a couple include combining 
financial accounts, integrating insurance coverage, and 
increasing retirement plan contributions.  
 

2. Buying a home  
Buying a home can be stressful, especially for first-time 
homebuyers. Since most people finance their home 
purchases, buying a house usually means getting a mortgage. 
As a result, you'll need to determine how large a mortgage you 
can afford by taking into account your gross monthly income, 
housing expenses, and long-term debt.  
 

And if you haven't already done so, you'll need to save for a 
down payment. Traditionally, lenders have required a 20% 
down payment on the purchase of a home, however many 
lenders now offer loans with lower down payments.  
 

3. Starting a family 
Starting a family is an important — and expensive — 
commitment. As your family grows, you will likely need to 
reassess and make changes to your budget. Many of your 
living expenses will increase (e.g., grocery, health-care, and 
housing costs). In addition, you'll need to account for new 
expenses such as child care and building a college fund. 
  
Having a family also means you should review your insurance 
coverage needs. Life insurance can help protect your family 
from financial uncertainty if you die, while disability insurance 
will help replace your income if you become injured or sick. 
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• Raising the full retirement age beyond the currently 
scheduled age of 67 (for anyone born in 1960 or later) 

• Reducing future benefits — to address the long-term 
revenue shortfall, the trustees have noted that scheduled 
benefits would have to be immediately and permanently 
reduced by about 17% for all current and future 
beneficiaries, or by approximately 20% if reductions were 
applied only to those who initially become eligible for 
benefits in 2019 or later 

• Changing the formula that is used to calculate benefits 

• Changing the formula that is used to calculate the annual 
cost-of-living adjustment for benefits 
 

Understand your retirement benefits 
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number of years you've worked, the amount you've earned 
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generally equal to 50% of the primary worker's full benefit. 
 
You can get an estimate of your future Social Security 
retirement benefits by visiting the Social Security website at 
ssa.gov and using the Retirement Estimator tool or by viewing 
your Social Security Statement. Your personalized statement 
contains a detailed record of your earnings history, as well as 
estimates of the retirement, survivor, and disability benefits 
you can expect at different ages. To view your statement 
online, you'll first need to register. If you haven't registered 
online, you'll receive your Social Security Statement in the mail 
every year if you are age 60 or older and not yet receiving 
benefits. 
 
1 Top Ten Facts About Social Security, Center on Budget and Policy 
Priorities, August 14, 2018 

 

4. Paying for college 
Paying for college is a major financial undertaking and 
usually involves a combination of strategies to help cover 
costs — savings, financial aid, income during the college 
years, and potentially other creative cost-cutting measures. 
Hopefully, you've been saving money on a regular basis to 
amass a healthy sum when your child is ready for college. 
But as college costs continue to rise each year, what you've 
saved may not be enough.  
 
For this reason, many families supplement their savings at 
college time with federal or college financial aid. Federal aid 
can include student and parent loans (need-based and non-
need-based), grants and work-study (both need-based), 
while college aid consists primarily of grants and 
scholarships (need-based and merit-based). In fact, college 
grants and scholarships can make up a significant portion 
of the college funding puzzle, so exploring the availability of 
college aid is probably the single biggest thing you can do 
after saving regularly to optimize your bottom line. In 
addition to financial aid, you might take out a private college 
loan or borrow against your home equity. Or you might pay 
college expenses using your current income or other 
savings or investments.  
 

5. Saving for retirement 
You know that saving for retirement is important. However, 
sometimes it's easy to delay saving while you're still young 
and retirement seems too far off in the future. Proper 
planning is important, and the sooner you get started, the 
easier it will be to meet your retirement income needs. 
Depending on your desired retirement lifestyle, experts 
suggest that you may need 80% to 100% of your pre-
retirement income to maintain your standard of living. 
However, this is only a general guideline. To determine your 
specific needs, you'll need to estimate all your potential 
sources of retirement income and retirement expenses, 
taking taxes and inflation into account. 
 
Once you've estimated how much money you'll need for 
retirement, your next goal is to save that amount. Employer-
sponsored retirement plans like 401(k)s and 403(b)s are 
powerful savings tools because you can make pre-tax 
contributions (reducing your current taxable income), and 
any investment earnings grow tax deferred until withdrawn, 
when they are taxed as ordinary income. You may be able 
to enhance your savings even more if your employer 
matches contributions. IRAs also offer tax-deferred growth 
of earnings. 

 

As you move through different stages of life, you will face new 
and unique financial situations. Did you just get engaged? 
Perhaps you are wondering how you and your partner are 
going to manage your money together. Do you have children? 
Maybe you are looking for ways to pay for their college 
education.  
 

When you navigate through these various life events, you 
might seek professional guidance to help you make sound 
financial choices.  
 

1. Getting married 
Getting married is an exciting time in one's life, but it also 
brings about many challenges. One challenge that you and 
your spouse will face is how to merge your finances. Careful 
planning and communication are important, since the financial 
decisions you make now can have a lasting impact on your 
future.  
 

You'll want to discuss your financial goals and determine which 
are most important to both of you. You should also prepare a 
budget to make sure you are spending less than you earn. 
Other issues to consider as a couple include combining 
financial accounts, integrating insurance coverage, and 
increasing retirement plan contributions.  
 

2. Buying a home  
Buying a home can be stressful, especially for first-time 
homebuyers. Since most people finance their home 
purchases, buying a house usually means getting a mortgage. 
As a result, you'll need to determine how large a mortgage you 
can afford by taking into account your gross monthly income, 
housing expenses, and long-term debt.  
 

And if you haven't already done so, you'll need to save for a 
down payment. Traditionally, lenders have required a 20% 
down payment on the purchase of a home, however many 
lenders now offer loans with lower down payments.  
 

3. Starting a family 
Starting a family is an important — and expensive — 
commitment. As your family grows, you will likely need to 
reassess and make changes to your budget. Many of your 
living expenses will increase (e.g., grocery, health-care, and 
housing costs). In addition, you'll need to account for new 
expenses such as child care and building a college fund. 
  
Having a family also means you should review your insurance 
coverage needs. Life insurance can help protect your family 
from financial uncertainty if you die, while disability insurance 
will help replace your income if you become injured or sick. 

 

 

 Five Times in Your Life When You Might Need Help with Your Finances 

 

 Social Security:  Shoring Up America’s Safety Net 

 
    

https://www.ssa.gov/


 

Shaping perception 
In addition to filing regulatory paperwork, many 
companies announce their results through press 
releases, conference calls, and/or webinars so they 
can influence how the information is judged by 
analysts, financial media, and investors. 
 

Pro-forma (or adjusted) earnings may exclude 
nonrecurring expenses such as restructuring costs, 
interest payments, taxes, and other unique events. 
Although the Securities and Exchange Commission 
has rules governing pro-forma financial statements, 
companies have leeway to highlight the positive and 
minimize the negative. There may be a vast 
difference between pro-forma earnings and those 
calculated according to GAAP. 
 

Many companies also take steps to manage 
expectations. Issuing profit warnings or positive 
revisions to previous forecasts may prompt analysts 
to adjust their estimates accordingly. Companies 
may also be able to time certain business moves to 
help meet quarterly earnings targets. 
 

The media hype surrounding an earnings surprise 
can sometimes draw attention away from important 
details that may be revealed in a company's quarterly 
report. Factors such as sales growth, research and 
development, new products, consumer trends, 
government policies, and global economic conditions 
can all affect a company's longer-term prospects. 
 

The return and principal value of stocks fluctuate with changes 
in market conditions. Shares, when sold, may be worth more or 
less than their original cost. The S&P 500 is an unmanaged 
group of securities that is considered to be representative of the 
U.S. stock market in general. The performance of an unmanaged 
index is not indicative of the performance of any specific 
investment. Individuals cannot invest directly in an index.  
 
1FactSet, August 9, 2019 
2Reuters, April 9, 2019 

     How Can I Teach My High School Student the Importance of Financial Literacy?  
 

Even though your child is just in high school, he or she may still have to deal with certain financial challenges. Whether this 
involves saving for an important purchase like a car or learning how to use a credit card responsibly, it's important for your high 
schooler to have a basic understanding of financial literacy concepts in order to manage his or her finances more effectively. 
 

While financial literacy offerings in schools have increased in popularity, a recent study reported that only 17 states require high 
school students to take a personal finance course before they graduate.1 Here are some ways you can teach high school students 
the importance of financial literacy.  
 

Advocate saving. Encourage your children to set aside a portion of any money they receive from an allowance, gift, or job. Be 
sure to talk about goals that require a financial commitment, such as a car, college, and travel. As an added incentive, consider 
matching the funds they save for a worthy purpose. 
 

Show them the numbers. Use an online calculator to demonstrate the concept of long-term investing and the power of compound 
interest. Your children may be surprised to see how fast invested funds can accumulate, especially when you match or contribute 
an additional amount each month. 
 

Let them practice. Let older teens become responsible for paying certain expenses (e.g., clothing and entertainment). The 
possibility of running out of their own money might make them think more carefully about their spending habits and choices. It 
may also encourage them to budget their money more effectively. 
 

Cover the basics. By the time your children graduate from high school, they should at least understand the basic concepts of 
financial literacy. This includes saving, investing, using credit responsibly, debt management, and protection planning with 
insurance.  
 
1 Survey of the States, Council for Economic Education, 2018  

 

 

Publicly traded companies are required to report their 
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