Bull Market Number Three?
Technical stock analysts believe that stock prices move in trends or patterns and history repeats itself. This approach to investing actively employs charts.  
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A technical stock analyst viewing the above chart might reason:

 “Stock has formed a multi-year base that it has broken out of.  While a trailing stop loss might be prudent, the trend is your friend, ride it until a break occurs.”
Here is a labeled graph of what the technician was viewing.
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Flat enrollment from 2003 to 2008, with a 20% increase in the two years since.

Enrollment since Fall 2000 has increased more than would be expected considering that population has grown at a slower rate.
	Maricopa County

	A Decade of Population and Enrollment Increases

	 
	 
	 
	 

	 
	2000
	2010
	Increase

	Population
	3,072,149
	3,817,117
	24.2%

	Fall FTSE
	42,320
	61,924
	46.3%


Fall 2000 does not appear to be an anomalous year – a bad starting point – as it is in the middle of a continuous span of rising enrollment and is 3% higher than Fall 1999.

The income tax credit may have helped.  A weak economy has helped even more.

When the economy is strong, jobs are plentiful.  When the economy is weak, as in a recession, jobs are more limited but funds are still available to attend college.  If the economy tanked, enrollment would presumably dip as scarce funds would be diverted from education and towards survival.  The perfect economic storm has put enrollment somewhere in the grey shaded region.
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However, a weak economy has made it challenging for students to find employment upon graduation.  That fact has been exacerbated by older workers staying on the job longer.
According to a May 2010 study from the National Association of Colleges and Employers (NACE) 24.4 percent of graduates who had applied for a job had one to go to following graduation, an improvement over 2009 when just 19.7 percent could make that claim.  In 2007, it was approximately 50 percent.  For 2011, an early survey shows that 30 percent may have a job waiting for them at graduation (USA Today, on April 22, 2011, does not mention the 30 percent, only the fact that hiring is up 19.3 percent - two ways of looking at the same number.)
In a perfect world, the employment picture looks like this:
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In a more perfect world, like this:
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The supply of workers is kept in balance as new graduates enter the workplace and older workers retire leaving them a job.

The unfortunate circumstance is that more retirement age workers have decided not to leave the workplace. Financial considerations are not allowing them to do so.  The punk job market, and housing market decline, may make this State atypical.  Read that to mean worse.

The person, over 50 years old, thrown upside-down in their home and subsequently foreclosed upon has only one option - keep working.  And, there may not be enough time left on the clock to financially prepare for a normal retirement.  Those in their forties may not have bothered to check the clock.
Jobs are fewer in number than before.  Those that have them are leaving at a slower rate.  The supply of college graduates is increasing as enrollments have surged.  This does not bode well for the freshly minted college graduate seeking a job.
During the current year, the author has conducted business with the following (a partial list, for sure):  air conditioning tech, auto repair tech, cell phone rep, clothing store personnel, dry cleaner, electrician, garbage/refuse collection employee, grocery employees, hotel personnel, house painter, landscaper, movie personnel, restaurant employees, plumber, postal clerk, tailor and many more - sorry, no business done with the butcher, baker or candlestick maker.

The author asks:  which of those will be eliminated so the slice of the pie for college graduates will be growing that some are claiming?

The author understands that to ask that question is not proper.  This instructor would simply like to direct his students to college majors that will be hiring in the next two to five years.
This country may be headed to a situation that resembles the following.  The supply of workers with degrees is expanding, but the demand for such is stagnant.
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Enrollment is “rocking” like the housing market was around 2005.  Here is what that looked like:
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In October 2004, President George W. Bush spoke the following words (staying apolitical, a Democrat would have said similar):

"America is a stronger country every single time a family moves into a home of their own."

Here’s what the Chairman of the Federal Reserve, Ben Bernanke, had to say at the time:
7/1/05  – Interview with CNBC
“We’ve never had a decline in house prices on a nationwide basis. So, what I think what is more likely is that house prices will slow, maybe stabilize, might slow consumption spending a bit. I don’t think it’s gonna drive the economy too far from its full employment path, though.”

10/20/05 –  Testimony before the Joint Economic Committee
“House prices have risen by nearly 25 percent over the past two years. Although speculative activity has increased in some areas, at a national level these price increases largely reflect strong economic fundamentals.”

2/15/06 – Hearing before the Committee on Financial Services
“Housing markets are cooling a bit. Our expectation is that the decline in activity or the slowing in activity will be moderate, that house prices will probably continue to rise.”

Very close to the peak, Bernanke swung and missed three times.  (Keep in mind:  The Federal Reserve's Board of Governors many economists with PhDs.)
As Yogi Berra once said, “It’s tough to make predictions, especially about the future.”

Return on an Educational Investment

Established in 1956, the National Association of Colleges and Employers (NACE) is the leading source of information on the employment of the college educated.

The following shows salary offers, at graduation, for three selected majors and an average of all college majors, according to NACE. Amounts will vary by geographic region.

	Starting Salaries for May Graduates

	 
	 
	 
	 
	 

	 
	2008
	2009
	2010
	2011 *

	Accounting
	48,085
	48,993
	48,691
	49,022

	Annual Change  
	 
	1.9%
	-0.6%
	0.7%

	 
	  Three Year Change 
	1.9%

	 
	
	
	
	 

	Liberal Arts
	36,419
	36,175
	34,747
	35,633

	Annual Change  
	 
	-0.7%
	-3.9%
	2.5%

	 
	  Three Year Change 
	-2.2%

	 
	
	
	
	 

	Mechanical Engineering
	57,009
	58,766
	58,457
	60,598

	Annual Change  
	 
	3.1%
	-0.5%
	3.7%

	 
	  Three Year Change 
	6.3%

	 
	
	
	
	 

	All Majors
	49,693
	49,307
	48,661
	50,034

	Annual Change  
	 
	-0.8%
	-1.3%
	2.8%

	 
	  Three Year Change 
	0.7%

	 
	 
	 
	 
	 

	Source:  NACE Summer Salary Survey
	 
	 

	*  2011 amounts reflect Spring Salary Survey (preliminary)
	 


During the same time period, here’s a look at the cost of college tuition (excluding textbooks and parking – neither are immaterial).
	Arizona State University Tuition for Incoming Resident Students

	For fiscal year ended June 30,

	 
	 
	 
	 
	 
	 

	 
	2008
	2009
	2010
	2011
	2012

	Annual Tuition & Fees
	4,972
	5,664
	6,846
	8,134
	9,720

	Annual Change  
	13.9%
	20.9%
	18.8%
	19.5%

	 
	  Three Year Change
	63.6%
	 

	 
	 
	  Four Year Change
	95.5%

	Source:  http://catalog.asu.edu/tuitionandfees/
	 
	 
	 


Founded in 1916, The American Accounting Association promotes worldwide excellence in accounting education, research and practice.  In 1999, they sponsored a white paper entitled “Fewer and Less Qualified Students Are Choosing Accounting as a Major.”  As the reader will recall, at that time the stock market and anything related to technology was on full tilt.
The paper cited starting salaries for Accountants using data from NACE – that figure has been incorporated in the table below.

	Ratio of Starting Accounting Major’s Salary at Graduation to Annual Tuition

	Accounting Majors

	 
	 
	 
	 
	 
	 
	 
	 

	 
	1999
	 
	2008
	2009
	2010
	2011
	2012*

	Accounting Major’s Salary
	35,090
	 
	48,085
	48,993
	48,691
	49,022
	50,983

	ASU Tuition
	2,158
	 
	4,972
	5,664
	6,846
	8,134
	9,720

	Ratio of Salary to Tuition
	16.3
	 
	9.7
	8.6
	7.1
	6.0
	5.2

	* Generous 4% Increase from 2011
	
	
	
	
	 
	 


As long as tuition rises at a faster rate than starting salaries, the ratio will continue to contract.

The payback period for a college degree – the time it takes to recoup the cost – is definitely lengthening.  

Attending ASU is akin to going to the Doctor’s office.  Sitting in the waiting room are five patients all with the same malady.  One is prepared to pay cash, another use Medicare and the other three are insured by Aetna, Blue Cross and Cigna, respectively.  Same day, same office, same malady and there’s a chance each may be charged a different price.

Five ASU students, each meeting the residency requirements, enroll for the same courses.  Here’s is what they pay.

	Arizona State University

	Resident Annual Tuition and Fees

	 
	 
	 
	 

	 
	Fiscal Year
	Percent

	When Admitted
	2011
	2012
	Change

	Prior to Summer 2008
	6,948
	8,360
	20.3%

	Summer 2008 Through Spring 2009
	7,328
	8,740
	19.3%

	Summer 2009 Through Spring 2010
	7,662
	9,074
	18.4%

	Summer 2010 Through Spring 2011
	8,134
	9,546
	17.4%

	Summer 2011 Through Spring 2012
	N / A
	9,720
	N / A

	Source:  http://catalog.asu.edu/tuitionandfees/
	 
	 
	 


The preceding table does not include books and supplies – estimated by WP Carey School of Business to be $1,290 for the year.  A parking permit may add another $500.  (Students admitted to WP Carey pay an additional $400 per semester fee.  Other majors may have additional fees.)

A student transferring from one of the community college will be looking at $25,000 out of pocket to finish.  That amount assumes the student finishes in exactly four semesters.  (Tax credits of $5,000 are available for those that qualify.)
ASU’s new emphasis on eight-week classes may give minor relief.  Granted the largest attrition occurs during freshman year, the following table looks at how many students finish the University in four years.

	Four Year Graduation Rate

	 
	 
	 
	 

	Arizona State
	Univ of Arizona
	Northern Arizona
	U of Phx (online)

	29.8%
	32.2%
	31.6%
	0.2%

	 Source:  http://www.collegeresults.org/search_basic.aspx 


One three credit course, during Summer 2011, would add $1,072 to the total and that would not include the cost of the text.  Any changing of majors or dropping of classes becomes punitive.
The reader is asked to think of parents they know that have high school or college aged students.  How many of those parents have the wherewithal to spend $20,000 in the span of two years - without going into debt.
Yes, they should have been more prudent and planned ahead and perhaps established a 529 savings plan.  But, even the most reasoned parent would not have planned for a near doubling in tuition during the past four years.

In the Chronicle of Higher Education, the reader can find employment postings from varied institutions, such as:  University of California at Berkley, Dartmouth, Duke, University of Florida and Notre Dame.  Here’s a snippet and partial table from the October 20, 2010 edition.
Over 317,000 waiters and waitresses have college degrees (over 8,000 of them have doctoral or professional degrees), along with over 80,000 bartenders, and over 18,000 parking lot attendants. All told, some 17,000,000 Americans with college degrees are doing jobs that the Bureau of Labor Statistics says require less than the skill levels associated with a bachelor’s degree.
	Why Did 17 Millions Students Go to College?

	 
	 

	 
	Percent with at

	Occupation
	least Bachelor's

	Waiters and waitresses
	13.4%

	Bartenders
	16.0%

	Postal carriers
	14.0%

	Flight attendants
	29.8%

	Parking lot attendants
	13.7%


And, those are the ones fortunate enough to have found employment.
In their defense, many of those may have attended college when the going rate was less than $2,000 per year.  ASU’s tuition was $1,590 in fiscal 1992.  With the employment picture murkier, and next year with tuition over six-fold higher, the risk is much higher to the student.
In the fiscal 2010 Arizona Board of Regents Annual Report, statistics are quoted for 2009.
Approximately 79 percent of the university system’s students received some sort of financial aid.

More than $603 million in student loans was awarded to university students, accounting for more than 47 percent of financial aid awards.

The Arizona Republic, on March 19, 2011, had an updated statistic:

Fifty-two percent of undergraduate students at the three universities graduated with debt in 2009-10. 

Increases in tuition and books and increases in debt are strongly correlated.
Debt is what kept the housing bubble rolling.  Low interest rates – with teasers, ability to buy two, three or more houses with little or no down payment and failure to verify credit worthiness (liar loans) made it possible.  Generous appraisals didn’t hurt either.
Without debt, the prices being charged at colleges and universities could not be raised like they have.  Financial aid – much of it debt - is allowing the increases.

If a homeowner goes through a foreclosure or short-sale, the individual may be relieved of that debt.  That person may be eligible to buy another home in a few years.  With demand so slack, the government needs to recycle that person back into the housing market.

But housing debt is much different from student loan debt.  Student loan debt is like none other.
Sallie Mae is the nation’s No. 1 financial services company specializing in education. Serving 23 million customers, Sallie Mae offers innovative savings tools, tuition payment plans and education loans that promote responsible financial habits and reward success.

They may reward success, but those that cannot secure employment may be punished.

The following was taken from Sallie’s website:
Default is defined by your Promissory Note as the failure to pay back your student loan.  Loan default can have long-lasting or permanent consequences. 
If you default on your FFELP loans (FFLEP stands for Federal Family Education Loan Program):
Your wages can be garnished.
Your tax refunds can be seized by the U.S. Department of Education. 
You can be sued for the balance of your loan.

Your default can be reported to the national credit agencies and could impact financing of any future purchase, such as a home or car.

Sallie’s not finished.

If you're having serious trouble paying back your debt, bankruptcy is not an easy out.

Unless you can show that your education loan payment is an "undue hardship" on you, your family, and your dependents, your student loans are ineligible for cancellation (discharge) in bankruptcy (kindly read that underlined phrase again).

It is difficult to prove "undue hardship" unless you are physically unable to work and there is no chance of your making money.

A student loan may be eligible for discharge due to death depending on the loan program type, guarantor, or the terms of the loan promissory note.  (“may be” discharged if you die?)
How widespread is college debt?

As of mid-2010, total student loan debt exceeds total credit card debt in this country.

In 2011, student loan debt is over 900 billion dollars and closing rapidly on one trillion.

Be grateful for community colleges.
Funding for the Maricopa Community College District (MCCCD) 
MCCCD receives its funding from different sources.  The adopted budget details their revenue sources.  2009 is the most recent year that actual amounts are publicly available and reflects the following.  Yes, the pie will change with cutbacks in State aid.
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A typical full-time in-county student will pay approximately $3,205 for one year of education – tuition and books (see last two pages for detail).  With a $2,301.75 reimbursement upon filing their tax return, much of the onus shifts to the federal government.  If the typical student receives a credit of 72% of their cost - larger percentage credit if less is spent - the above graph changes.
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The student, or parent, has limited financial risk attending a community college with such a generous tax credit.  The credit is for amounts paid – regardless of final grade earned. 
The federal government has more of a financial stake than the State and student combined.

The federal government’s track record is shaky at best.

Median home prices nationwide, and in the Valley, are down approximately $12,000 from one year ago.  

One year ago, the buyer had available an $8,000 income tax credit.  The average buyer who bought one year ago has lost that credit and $4,000 of their own skin.  Didn’t the realtors say then was a good time to buy?
An alphabet soup of stimulus plans and a Job Creation Act have had little impact in generating jobs.  The number of jobs are still below 2000 levels – regional differences aside - and the number of people living in this country is perhaps 30 million more.

As this instructor is fond of telling his students, it doesn’t matter whether you take 60 credits at the community college and 60 at the university or 120 credits at the university – the bachelor’s degree still prints the same at the end.

The cost of attending a local community college, when the tax credit is factored in, may shock the reader – especially when looked at from a period of more than two decades.

The “Net” Cost of Attending Maricopa County Community Colleges

The cost of attending any institute of higher learning has risen relentlessly.  The climb has been much faster than the rate of inflation – and, individuals’ paychecks.  MCCCD is no exception.

	MCCCD Tuition Per Credit Hour

	For the fiscal year ended June 30,

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	1986
	1987
	1988
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	16.00
	18.25
	20.50
	20.50
	23.00
	24.00
	26.00
	29.00
	32.00
	32.00
	34.00
	34.00
	37.00
	38.00

	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	 

	40.00
	41.00
	43.00
	46.00
	51.00
	55.00
	60.00
	65.00
	65.00
	71.00
	71.00
	71.00
	76.00
	 


Fortunately, for the student, the federal government stepped in with a series of tax credits.

	Federal Income Tax Credits 

	 
	
	 

	 Year(s) 
	 Credit 
	  Amount 

	 1998 - 2005
	Hope (version 1)
	100% of first $1,000 paid plus

	 
	 
	50% of next $1,000 (Tuition ONLY)

	 
	
	 

	 2006 - 2007
	Hope (version 2)
	100% of first $1,100 paid plus

	 
	 
	50% of next $1,100 (Tuition ONLY)

	 
	
	 

	 2008
	Hope (version 3)
	100% of first $1,200 paid plus

	 
	 
	50% of next $1,200 (Tuition ONLY)

	 
	
	 

	 2009 - present
	American Opportunity
	100% of first $2,000 paid plus

	 
	 
	25% of next $2,000 (Tuition AND Books)


The cost of textbooks, and fees, has also risen faster than the rate of inflation.

For illustrative purposes, let’s assume that $100 is the average amount paid for books and fees today – for the typical three credit course.  Additionally, we’ll assume that that these two amounts have increased at an annual rate of 4% since 1986.

This would put today’s $100 text and fees at a historical price of approximately $37.50 and $60.00, in 1986 and 1998, respectively.  If that sounds reasonable, prepare for an eye opener.
Tax credits are for the calendar year while tuition rates are for the fiscal year ended June 30.  It is assumed that fifteen credits are paid for one week before each sixteen week semester begins. In most years, that means two different tuition rates for the same calendar year.

	Net Cost for Full-Time MCCCD Student

	For the year ended December 31, 

	 
	 
	 
	 
	 
	 

	Year
	Tuition 
	Books & Fees 
	Total Cost 
	Tax Credit 
	Net Cost 

	1986
	513.75
	375.12
	888.87
	0.00
	888.87

	1987
	581.25
	390.12
	971.37
	0.00
	971.37

	1988
	615.00
	405.73
	1,020.73
	0.00
	1,020.73

	1989
	652.50
	421.96
	1,074.46
	0.00
	1,074.46

	1990
	705.00
	438.83
	1,143.83
	0.00
	1,143.83

	1991
	750.00
	456.39
	1,206.39
	0.00
	1,206.39

	1992
	825.00
	474.64
	1,299.64
	0.00
	1,299.64

	1993
	915.00
	493.63
	1,408.63
	0.00
	1,408.63

	1994
	960.00
	513.37
	1,473.37
	0.00
	1,473.37

	1995
	990.00
	533.91
	1,523.91
	0.00
	1,523.91

	1996
	1,020.00
	555.26
	1,575.26
	0.00
	1,575.26

	1997
	1,065.00
	577.48
	1,642.48
	0.00
	1,642.48

	1998
	1,125.00
	600.57
	1,725.57
	1,062.50
	663.07

	1999
	1,170.00
	624.60
	1,794.60
	1,085.00
	709.60

	2000
	1,215.00
	649.58
	1,864.58
	1,107.50
	757.08

	2001
	1,260.00
	675.56
	1,935.56
	1,130.00
	805.56

	2002
	1,335.00
	702.59
	2,037.59
	1,167.50
	870.09

	2003
	1,455.00
	730.69
	2,185.69
	1,227.50
	958.19

	2004
	1,590.00
	759.92
	2,349.92
	1,295.00
	1,054.92

	2005
	1,725.00
	790.31
	2,515.31
	1,362.50
	1,152.81

	2006
	1,875.00
	821.93
	2,696.93
	1,487.50
	1,209.43

	2007
	1,950.00
	854.80
	2,804.80
	1,525.00
	1,279.80

	2008
	2,040.00
	889.00
	2,929.00
	1,620.00
	1,309.00

	2009
	2,130.00
	924.56
	3,054.56
	2,263.64
	790.92

	2010
	2,130.00
	961.54
	3,091.54
	2,272.88
	818.65

	2011
	2,205.00
	1,000.00
	3,205.00
	2,301.25
	903.75


It is less expensive, after the tax credit, for a full-time student to attend MCCCD in 2011 than it was in 1987.  The burden is on the student to pay all amounts up front.
