December 7, 2009

Hello CFG clients . . . Brian here. Before delving into today’s email, I'd like to take a
moment to plug our tax department CFG Tax and Accounting, LLC which | manage.

Did you know that CFG Tax and Accounting (a division of Cascade Financial Group) is
a full service tax and accounting firm not only for our investment clients, but also for the
general public? That's right, we prepare tax returns for several hundred households
that are not currently CFG investment clients. We also prepare business tax returns
and perform general accounting and payroll functions for businesses.

The investment and tax side of Cascade Financial Group has enjoyed growth primarily
through word-of-mouth referrals from you folks. For that, we sincerely thank you! For
this upcoming tax season, | ask that you consider referring your friends and family
members to us for preparation of their 2009 tax return. Not only will they enjoy the
exceptional service you've come to appreciate, they’ll also have an opportunity to have
their 2009 tax return prepared . . . for FREE (call or email me for details).

Now, on to this week’s transparency and insight into all matters financial. It is not often
that | come across an article that is both transparent AND written by a GOVERNMENT
OFFICIAL. But this little gem of an article written by Elizabeth Warren, Chair of the
Congressional Oversight Panel created to oversee the banking bailouts (or TARP
program), appeared on Saturday’s (12/05) online edition of The Huffington Post, a
notoriously LIBERAL news outlet.

| have come to respect Ms. Warren’s work as she seems to be one of the few, higher
level governmental officials that seem to have the best interests of the average
American at heart. After you read this article (and if you are so prompted), consider
dropping her a quick note of encouragement for her transparent work on the
Congressional Oversight Panel and her empathy toward the middle class. Her email
address (via her assistant Carol Bateson) is cbateson@law.harvard.edu. In fact, I'm
going to challenge you to take it one step further . . . email your representatives and
urge them to take affirmative action on H.R.3126 — Consumer Financial Protection
Agency (CFPA) Act of 2009 which Ms. Warren outlines in the 2" to last paragraph of
this article.

As you read through the article, click on the blue links (you can also click on the charts
to make them bigger) to read the articles and watch the videos that support the facts.
This read will bring you current with today’s situation and tomorrow’s probability . . .
enjoy the read!

AMERICA WITHOUT A MIDDLE CLASS

By Elizabeth Warren

Can you imagine an America without a strong middle class? If you can, would it still be
America as we know it?

Today, one in five Americans is unemployed, underemployed or just plain out of work.
One in nine families can't make the minimum payment on their credit cards. One in eight
mortgages is in default or foreclosure. One in eight Americans is on food stamps. More
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than 120,000 families are filing for bankruptcy every month. The economic crisis has
wiped more than $5 trillion from pensions and savings, has left family balance sheets
upside down, and threatens to put ten million homeowners out on the street.

Families have survived the ups and downs of economic booms and busts for a long
time, but the fall-behind during the busts has gotten worse while the surge-ahead during
the booms has stalled out. In the boom of the 1960s, for example, median family
income jumped by 33% (adjusted for inflation). But the boom of the 2000s resulted in an
almost-imperceptible 1.6% increase for the typical family. While Wall Street executives
and others who owned lots of stock celebrated how good the recovery was for them,
middle class families were left empty-handed.

The crisis facing the middle class started more than a generation ago. Even as
productivity rose, the wages of the average fully-employed male have been flat since

the 1970s.
Productivity and Compensation Income Growth During the Booms:
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But core expenses kept going up. By the early 2000s, families were spending twice as
much (adjusted for inflation) on mortgages than they did a generation ago -- for a house
that was, on average, only ten percent bigger and 25 years older. They also had to pay
twice as much to hang on to their health insurance.

To cope, millions of families put a second parent into the workforce. But higher housing
and medical costs combined with new expenses for child care, the costs of a second
car to get to work and higher taxes combined to squeeze families even harder. Even
with two incomes, they tightened their belts. Families today spend less than they did a
generation ago on food, clothing, furniture, appliances, and other flexible purchases --
but it hasn't been enough to save them. Today's families have spent all their income,
have spent all their savings, and have gone into debt to pay for college, to cover serious
medical problems, and just to stay afloat a little while longer.
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Median Income Median Family Spending by Category

Married Couples, 1970 - 2008 Percent Change, 1970s — 2007
B0.000
S T 150 - doakn g, TG
cous 1215000 how ook

Fiilly Empiloyed

40,000 Men Car Clathing
0% 3% appiiances
4%
30 -  Slartig amperdired TRFRA 1 osduner By Fabva B [1oul porser temben).
E = E i i E ﬁ E anperniad T Conmarad Furemy. Talin LIO0 [etiied repBlibed) Tae
o - = = 2 L & (poiwsirms] GEX Barwma GXUFDCECR0N (o) ]
Gl Ve apnad i), CELAHOGOEDS (naiies of darsl DXLAPOCCERTE [lotreyg L
LRI (g spgdanea | CUIRTO0ADG (morgags prrge| R
et and crarpes) eaTererE b morgage|
CHLID ORI (A th nerecs mobrmciny Mackors) i Cans s were e
H s caopad o 1E0W for dapety purposses |1 rade cacuasor. @ ko Teo-iscos: Trag
i auakie] Bt rraiid 1 Sattu! il B 2001 and DO0N fechersl i culi ke Caniasd o ol
Teow the 2004 e 2000 Tax Cufs Affec! Mypifatial Fanies,” Tax Polty Corler, Decernbar 22
2008 colars. ULE. Corviuns Tk FT (marmedl U5 Gonses Ragon 80-236, Tibla A2 [merd. e

Through it all, families never asked for a handout from anyone, especially Washington.
They were left to go on their own, working harder, squeezing nickels, and taking care of
themselves. But their economic boats have been taking on water for years, and now the
crisis has swamped millions of middle class families.

The contrast with the big banks could not be sharper. While the middle class has been
caught in an economic vise, the financial industry that was supposed to serve them has
prospered at their expense. Consumer banking -- selling debt to middle class families --
has been a gold mine. Boring banking has given way to creative banking, and the
industry has generated tens of billions of dollars annually in fees made possible by
deceptive and dangerous terms buried in the fine print of opaque, incomprehensible,
and largely unregulated contracts.

And when various forms of this creative banking triggered economic crisis, the banks
went to Washington for a handout. All the while, top executives kept their jobs and
retained their bonuses. Even though the tax dollars that supported the bailout came
largely from middle class families -- from people already working hard to make ends
meet -- the beneficiaries of those tax dollars are now lobbying Congress to preserve the
rules that had let those huge banks feast off the middle class.

Pundits talk about "populist rage" as a way to trivialize the anger and fear coursing
through the middle class. But they have it wrong. Families understand with crystalline
clarity that the rules they have played by are not the same rules that govern Wall Street.
They understand that no American family is "too big to fail." They recognize that
business models have shifted and that big banks are pulling out all the stops to squeeze
families and boost revenues. They understand that their economic security is under
assault and that leaving consumer debt effectively unregulated does not work.

Families are ready for change. According to polls, large majorities of Americans have
welcomed the Obama Administration's proposal for a new Consumer Financial
Protection Agency (CFPA). The CFPA would be answerable to consumers -- not to
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banks and not to Wall Street. The agency would have the power to end tricks-and-traps
pricing and to start leveling the playing field so that consumers have the tools they need
to compare prices and manage their money. The response of the big banks has been to
swing into action against the Agency, fighting with all their lobbying might to keep
business-as-usual. They are pulling out all the stops to kill the agency before it is born.
And if those practices crush millions more families, who cares -- so long as the profits
stay high and the bonuses keep coming.

America today has plenty of rich and super-rich. But it has far more families who did all
the right things, but who still have no real security. Going to college and finding a good
job no longer guarantee economic safety. Paying for a child's education and setting
aside enough for a decent retirement have become distant dreams. Tens of millions of
once-secure middle class families now live paycheck to paycheck, watching as their
debts pile up and worrying about whether a pink slip or a bad diagnosis will send them
hurtling over an economic cliff.

America without a strong middle class? Unthinkable, but the once-solid foundation is
shaking.

Elizabeth Warren is the Leo Gottlieb Professor of Law at Harvard and is currently the Chair of
the Congressional Oversight Panel
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