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In 1960, a dance craze called 

The Twist was made popular 

by a Chubby Checker version 

of a song by the same name.  

The unique characteristic of 

The Twist is that you dance 

side-by-side instead of face-

to-face. 

Also in the sixties, the U.S. 

economy was growing very 

slowly. The Federal Reserve  

(the Fed) wanted the U.S. 

Treasury to borrow for lon-

ger periods of time at lower 

interest rates. This would al-

low the government to fund 

additional spending to kick 

start growth.  Instead of 

dancing face-to-face with 

the Treasury, the Fed began 

shifting its financial weight 

from short-term to long-term 

maturities; the U.S. Treasury 

quickly followed its lead. 

Some records show that the 

Fed wished for this to be 

called “the Nudge,” however 

The Twist’s popularity and its 

During the four months 

ended January 2012, the U.S. 

Treasury was able to extend 

its average maturity of new is-

sues from seven years to eight 

years via Operation Twist.  

This is a substantial exten-

sion in a short time period, 

but more impressive is that 

since June 2008, the average 

maturity of new issues has in-

creased by 2 1/2 years or 45 

percent.  Of course, the Fed 

could also start increasing the 

money supply, but given the 

proximity to the 2012 elec-

tions, that may spark more 

controversy than it cares to 

deal with.

not actually creating more 

money to circulate through-

out the economy. Instead, it 

is selling its short-term hold-

ings, which are effectively 

paying 0 percent interest, 

and buying the government’s 

longer-term debt. This is cre-

ating more demand in the 

market for longer-term debt. 

Despite the Fed’s lack of a 

dance partner declaration, its 

old twisting partner has once 

again followed suit. That extra 

demand has allowed the U.S. 

Treasury to lock-in the lower 

long-term rates without sub-

stantially increasing the inter-

est costs of servicing the debt 

load.  It also allows the U.S. 

Treasury to not have to refi-

nance the debts for a longer 

period of time.  While this 

equates to kicking the can 

down the road, it may give 

the government more time to 

deal with the 2012 elections 

and the economy before try-

ing to tackle the more diffi-

cult spending problems. 

arguably better description of 

the Fed’s actions won out.

THE ANNOUNCEMENTS

In September 2011, the Fed 

revived Operation Twist 

with an announcement that 

it would sell $400 billion of 

its short-term treasuries and 

purchase an equal amount 

of treasuries with maturities 

from six to 30 years.  On June 

20, 2012, the Fed announced 

it would continue this action 

by committing an additional 

$267 billion through the 

end of 2012.  This will ef-

fectively eliminate the Fed’s 

short-term treasury holdings 

through January 2016.  Un-

like the 1960’s announce-

ment, there was no mention 

of a coordinated effort with 

its old dance partner, the U.S. 

Treasury.

HOW IT WORKS

With this move, the Fed is 

Well, Shake It Up, Baby, 
Now... Twist & Shout 

Corey Redington

Assistant Vice President
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Thomas W. Wilkins  Chairman, President & Chief Executive Officer

A Message f rom the Desk of Tom Wilkins

I have a confession to make.  This marathon election season 

has me worn out with its endless ads and unsolicited phone 

calls that encourage me to vote for candidate X and warn me 

that candidate Y is a danger to society.  And it is only July!  

Yes, I have the ability to stay focused.  I just have less tolerance 

to do so.  The disconnect between what our elected officials 

are saying and what actually needs to be done to address the 

challenges of our great nation is huge.  We baby boomers are 

reaching retirement age at a rate of about 10,000 per day.  So 

regardless of political affiliation, the need to grow the economy 

and address Social Security and Medicare spending is job one. 

My intent is not to rant against the system as I am actually 

optimistic for our future.  However, the solution I keep coming 

back to is to have more people working, paying taxes and 

deferring withdrawal of Social Security.  David Stanley’s and 

Jamie O’Shield’s article on page 4 provokes me to think about 

the true value of work and the importance of a work ethic.  Their 

perspective, which is not political in the slightest, challenges 

this baby boomer in ways I had not previously considered.       

Speaking of work, Trust Company of Oklahoma spends 

considerable effort focused on attracting and developing the 

next generation of leaders for our company.  Our most recent 

hire, Zac Reynolds, fits the bill perfectly.  Zac is an experienced 

portfolio manager from Oklahoma City and serves as vice 

president in our Investment Department where he will be 

working with clients in all of our markets.  Please join me in 

welcoming Zac to the Trust Company team.   

POTENTIAL EFFECTS OF 
THESE ACTIONS

As with any action taken by 

the Fed, the effects can often 

reverberate throughout the 

economy in many ways.  The 

immediate take away is that 

while this may create a posi-

tive effect for the precarious 

situation the government is 

in, one has to wonder what 

effect this has on investors’ 

overall confidence in the mar-

kets.  

Since many institutional in-

vestors look at treasury rates 

to provide them with a sense 

of inflation and growth, this 

manipulation could create a 

sense that long-term expec-

tations are quite low.  With 

a lower growth assumption 

in hand, these investors tend 

to begin over valuing invest-

ments that carry less risk and/

or growth.  An increase in risk 

averse investments can actual-

ly hold back a recovery in the 

equity markets and eat away 

at the wealth effect that the 

stock market often provides 

to the economy.  In a much 

less hypothetical manner, ar-

tificially low bond rates are 

certain to depress the amount 

of interest income our bond 

investments will provide and 

that is already a contentious 

subject for investors.  

One of the underlying theo-

ries behind Operation Twist 

is that businesses, when given 

the opportunity to borrow at 

lower rates, may be encour-

aged to purchase new equip-

ment or update factories to 

enhance long-term profitabil-

ity.  The purchase of equip-

ment may cause manufactur-

ers to hire more employees to 

produce the orders. Once em-

ployees are hired, they begin 

to spend their money, which 

further stimulates the econ-

omy.  It may even encourage 

companies to issue more debt 

in order to buy back shares of 

stock. This may increase the 

share price and cause inves-

tors to take the gains and buy 

additional items. 

An unintended consequence 

of Operation Twist, however, 

may be that businesses inter-

pret the low interest rates as 

an indicator of a period of low 

growth and hoard cash to en-

sure that they don’t run out of 

capital.  This holding pattern 

can keep the United States 

in its current environment of 

low growth and high unem-

ployment.

THE FACTS

Most people today believe 

that the U.S. government is 

drowning in interest pay-

ments on its debt. I held this 

same opinion until I exam-

ined the facts, which suggest 

exactly the opposite.  

In 1980, our Gross National 

Debt was $909 billion or 33 

percent of GDP.   By the end 

of 1992, it was $4 trillion or 

64 percent of GDP.  How-

ever, the facts on our current 

economic situation get much 

more interesting as you can 

see below and on the chart on 

the following page.

   The Gross National Debt is 

currently around $16 trillion, 

four times the 1992 levels 

(top line in the chart on the 

following page).

   The debt to GDP ratio is 

hovering around 100 percent.

   The average interest rate is 

2.7 percent versus 7.0 percent 

in 1992.

   The government’s inter-

est payments on its debt are 

currently less than 2 percent 

of GDP versus 3.2 percent of 

GDP in 1992. 

   The government’s gross 

interest payments as a per-

cent of government spending 

(bottom portion of chart) are 

currently 8 percent versus 20 

percent in 1992.

SO HOW DO I FEEL ABOUT 
THESE FACTS?

I could not ignore the figures 

that show we are actually pay-

Continued on Page 3
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ing less in interest today (rela-

tive to the size of the economy 

and government spending) 

than we did in the 1980’s. So 

to my complete surprise, the 

government can cover the 

cost of its debt better today 

than it could 30 years ago, but 

that is only because interest 

rates are so much lower now. 

  

The facts were a crushing 

blow to what I have always 

believed, but they did not 

change the way I feel about 

the excessive levels of bor-

rowing the government has 

engaged in over the last 30 

years.  Affordability should 

not give the government a 

false sense of security to con-

tinue down a destructive bor-

rowing path, much like the 

bankers and speculators be-

fore the financial crisis. 

 

This stream of easy money is 

encouraging the government 

to leverage its bets in a des-

perate hope that the economy 

will recover before the debt 

comes due.  Instead, the gov-

ernment should be working 

to find a real solution to the 

nation’s spending and bor-

rowing problems.  

TWIST AND SHOUT

Perhaps the most frustrating 

result of the extraordinary 

measures put in place by the 

Fed is the damage inflicted 

on those who have saved their 

money over the last 30 years.  

In a world where there are 

both winners and losers, we 

are watching the government 

“win” the benefits of lower 

borrowing rates while the 

lenders continue to “lose” and 

watch their interest income 

diminish.

While Chubby Checker, with 

some help from Dick Clark, 

might have produced the first 

popular version of The Twist, 

the Beatles’ Twist and Shout 

may describe my feelings 

about Operation Twist more 

adequately.  As the Fed con-

tinues to Twist the long-term 

interest rates down, respon-

sible savers have every right 

to Shout about the lack of in-

come.  Unfortunately, unlike 

the teenagers on American 

Bandstand, the savers aren’t 

shouting in celebration.  

Quarterly Data 3/31/1960 - 3/31/2012

Government Debt - Its Growth Rate - And the Cost of Servicing the Debt

Gross Federal Government Debt
3/31/2012 = $15.6 Trillion

Gross Interest Payments on Federal
(3/31/2012 = $295.7 Billion)
= 8.0% of Government Spending
1952-1979 Average = $ .08
of One Dollar of Spending

Debt

Data Subject To Revisions By
The Federal Reserve Board

 Copyright 2012 Ned Davis Research, Inc.  Further distribution prohibited without prior permission.  All Rights Reserved.
.www.ndr.com/vendorinfo/. For data vendor disclaimers refer to www.ndr.com/copyright.htmlSee NDR Disclaimer at 

©
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Two popular yet contradic-

tory mindsets in modern cul-

ture say that you should love 

what you do and that you 

should strive to stop doing 

it as early as possible. Retire-

ment is the golden calf of the 

modern working world, but 

should it be? The answer is a 

resounding “no!” Instead, we 

should strive toward financial 

independence that allows us 

to own our own time while 

continuing to make creative, 

working contributions to the 

world. 

Prior to the 1950’s, there was 

no such thing as retirement, 

as the term is used today.  A 

1950 poll showed that most 

workers aspired to work for 

as long as possible.   Quit-

ting was for the disabled.   

Also, remember that in 1935 

when the government was 

determining the appropriate 

retirement age for social se-

curity (65) the average adult 

male died at age 63.

When you retire from work, 

it may be harder to maintain 

meaningful relationships 

with others because you are 

concerned chiefly with your-

self.  When you are gainfully 

employed you can be certain 

that you are fulfilling an in-

dispensable role in the larger, 

invisible matrix of human 

cooperation that results in 

wealth creation.  

In recent years, our culture 

has created what we call the 

three lies of the retirement 

myth.

   Work has no value in and 
of itself.   People are often 

advised to make a profession 

out of what they enjoy doing.  

However, it is often com-

pletely impractical to make a 

living out of what we enjoy.   

Very few people, if any, earn 

their living doing nothing but 

what they happen to enjoy.   

On the contrary, we will be-

come happy with anything at 

which we are successful and 

from which we derive a sense 

of accomplishment.   Sounds 

selfish, but as ambitious and 

successful business profes-

sionals, we should always 

keep in mind that everything 

we do should benefit others 

as much as ourselves. Work-

ing has value both to us and 

to those around us. A rising 

tide lifts all boats. 

   People become less pro-
ductive and less useful as 
they age.   Modern culture 

promotes the belief that as 

time goes by we become 

weaker and less capable of 

making money.   The real-

ity is that as each day passes 

we become more effective 

wealth creators because mak-

ing money depends on rela-

tionships; with the passage 

of time everyone should have 

stronger and more numerous 

relationships.  These relation-

ships may lead us on to other 

working adventures. In fact, 

a mandatory retirement date 

should be viewed as a date 

when we are switching oc-

cupations rather than ceasing 

work.   We can always fine-

tune our activities to exhibit 

the reality that with passing 

years we are more helpful to 

the world, not less. As they 

say, “with age comes experi-

ence.”

   People are merely con-
sumers, rather than creators.  
A human being is the only 

creature on the planet with 

the capacity to create value 

that vastly exceeds its own 

needs.  When we cease this 

creative activity, we are rel-

egated to life as mere con-

sumers.  

Even at normal retirement 

age we should work not be-

cause we need the results of 

that work but because there 

is intrinsic meaning and value 

in the work itself.  This mean-

ing emerges from the fact 

that our work benefits oth-

ers.   Retirement should be 

viewed not as a time of utter 

unproductivity, but instead as 

the ability to own your own 

time. Owning your own time 

means you can work produc-

tively, just in different ways 

than before.

Work is the mechanism that 

allows us the self respect of 

knowing that when we can 

pay our bills, live comfort-

ably, and leave an inheritance 

to our children’s children, it 

is as a result of having done 

good for others in the world.  

Standing in stark contrast to 

the modern mantras of do-

ing what you love and retiring 

early is wisdom that encour-

ages continued, meaningful 

contribution to the world in 

the form of wealth creation 

otherwise known as work.  

This cultural change of the 

meaning and importance of 

work is relevant from a broad-

er perspective as well.  Our 

country has a huge popula-

tion of  baby boomers quickly 

approaching retirement age.  

This generation is larger in 

number than the generation  

that follows it.  

The Baby Boom generation 

is also living longer than the 

generation before it.  Chances 

are a married couple age 65 

will have one spouse live into 

his or her early nineties.  That 

is nearly 30 years of living off 

of one’s savings and Social 

Security if one retires at age 

65.  The math does not work 

for this many people.  For so 

many to have golden years, 

there needs to be gold (mon-

ey) to support them.  

The concept and importance 

of work is about to change, 

and we would suggest it will 

be a positive change.  

The Retirement Myth

Jamie O’Shields

Assistant Vice President

David Stanley

Senior Vice President
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Jim Bloomfield

Vice President

It’s nice to be able to feel op-

timistic about our real estate 

market again. State and na-

tional figures have been re-

leased for May 2012, and it 

looks as though we can begin 

to breathe a collective sigh of 

relief.  The national figures 

show 11 straight months of 

year-over-year gains in closed 

sales.

Nationally, existing home 

sales decreased 1.5 percent in  

May to a seasonally adjusted 

average that is 9.6 percent 

higher than May 2011.  In 

Oklahoma, closed listings 

for May were up 16 percent 

against last year, and total 

housing inventory decreased 

significantly.  For our entire 

state, we have slightly more 

than a seven months’ supply 

of unsold inventory – that’s 

a big decrease over a year ago 

and much closer to the six 

months’ supply that would be 

considered balanced inven-

tory.  These figures are from 

the entire Oklahoma Multi-

List Service (MLS) system.  

The Tulsa area is still a little 

heavy on inventory with 10 

months’ supply, but with the 

good numbers  posting in 

closed and pending sales, Tul-

sa should be coming into line 

as well.

Along with these trends, you 

can expect to see average 

prices rise and on-the-market 

times begin to shorten.  Tulsa 

and Oklahoma City were two 

of only eight metropolitan 

markets out of 168 in Febru-

ary already showing average 

price gains. As of May, our av-

erage prices are up 4.6 percent 

versus last year!  And, the av-

erage number of days  homes 

spent on the market before 

selling decreased 5 days from 

last year, from 84 to 79 days.

It now appears that we don’t 

just have investors taking ad-

vantage of market conditions, 

but we are actually seeing the 

return of more home buying 

for occupancy.  

Another ray of hope is that the 

continued increase in home 

values nationally will mean 

that millions of homeowners 

who were “upside down”  with 

loans greater than the value of 

their property will no longer 

be in that situation.

I’m sure we’ll see some 

month-to-month reports in 

the future that are not this 

bright, but the longer term 

real estate trend is starting to 

look sunny!  

Each quarter Trust Company of Oklahoma publishes our 

newsletter “Investment Perspectives.” Our Professionals 

write informative articles on topics we think would be 

of interest to you. But we want to know what you think.  

What are some topics that you would like to read about? 

Send your thoughts to Marketing@TrustOk.com and we 

will do our best to include your interests throughout the 

upcoming year. 

LET US KNOW

Resonance is a dually accred-

ited, outpatient substance and 

alcohol abuse treatment fa-

cility for women. Resonance 

works to break the cycles of 

addiction from a mother to 

her children and to provide 

incarceration alternatives for 

female substance abusers.

Resonance’s services include 

individual and group coun-

seling, intensive case man-

agement and treatment for 

women involved in the justice 

system, women who are at risk 

of incarceration and women 

returning to Tulsa after a pe-

riod of incarceration. Reso-

nance also provides job skills 

training for women who face 

barriers to employment due to 

involvement with the criminal 

justice system and/or previous 

incarceration. Pregnant wom-

en are of primary concern at 

Resonance and are welcomed 

in all program areas.

Over the years, Resonance has 

helped thousands of women 

take their first crucial steps on 

the road to recovery. In 2010, 

Resonance proudly served 

over 650 women in the Tulsa 

area. 

Honoring Resonance’s mis-

sion to promote self-suffi-

ciency of women and their 

families challenged by their 

experience in the criminal 

justice system, Resonance 

is sponsoring STACKED 

DECK which is being  held 

in Tulsa’s Blue Dome district 

September 26 – 28, 2012.  The 

event will feature Fifty-two 

local artists who are creat-

ing original pieces of art that 

portray Resonance’s mission 

as inspired by the card they 

are assigned from the deck.  

As the deck is often stacked 

against the women Reso-

nance serves, STACKED 

DECK will communicate the 

message that these women are 

un-stacking their decks and 

leading lives of recovery and 

community service.

Sponsorships are still avail-

able for STACKED DECK. 

For information on the event 

or other ways you can con-

tribute to Resonance, please 

contact Resonance Direc-

tor of Development Marcia 

Scheideman at mscheide-

man@resonancetulsa.org or 

918-587-3888.

The Sunny Side of the 
Street
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Q  A
Q.  If I want to move my 

IRA to Trust Company 

of Oklahoma do I have 

to liquidate my current 

holdings (sell all of my 

current stocks) f irst?

A.   No.   IRAs can be 

transferred between 

financial institutions with 

very little effort from the 

IRA owner.  Furthermore, 

an IRA transfer doesn’t 

trigger any potential 

taxation. 


