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In the first five months of 2018, teacher strikes throughout the country have been making headlines. The first teacher strike in 2018
began in West Virginia when some 34,000 teachers walked out on February 22 and did not return until March 7 when a deal was
reached with lawmakers promising teachers a $2,000 raise. Soon after, more teachers across the U.S. followed suit. The Kentucky
teachers’ strike closed nearly 30 schools on March 30, calling it a “day of action at the Capitol” for increased funding. Oklahoma’s
teachers went on strike for 10 days until teachers were guaranteed not only a raise of $6,000, but an increase in school funding by
the state. Arizona, where teachers’ salaries rank among the lowest in the country, began strikes in April. Teachers in that state are
currently in negotiations with lawmakers, asking for a 20% pay increase by the year 2020 and for the state to provide an extra
$371 million in school funding over five years. Lastly, Colorado held education funding rallies at the State Capital to advocate for
educators in smaller towns who face financial hardships and lack of proper supplies. The Colorado Education Association estimated
that teachers spend an average of $656 of their own money for school supplies for students while making an average salary of
only $46,000 per year.
These strikes are more than a demand for a simple salary increase. Across America, teachers are rallying for an increase in
educational funding for their classrooms. As of 2015, 29 of the states K-12 funding fell below 2008 levels according to the Center
on Budget and Policy Priorities (chart 1).
These strikes are also bringing attention to an even bigger problem for states: underfunded pensions. In 2016, state pension funds
reported a deficit of around $1.4 trillion, an increase of 15% from 20151 . It comes as no surprise that states across the nation are
facing challenges of underfunded pensions. Only 4 states in 2016 had at least 90% of the assets needed to pay promised benefits
(chart 2). Some have argued if states weren’t forced to pay down pension debt, then average teacher salaries might be higher.
One thing is evident, insufficient educational funding will only continue to create picket lines for teachers, students, and families. With
an estimated 3.6 million full-time-equivalent elementary and secondary school teachers in our nation, APA expects to see legislators
get creative to produce higher teacher salaries and funds for education. As seen in Oklahoma, higher taxes on oil and gas
production, tobacco, motor fuels, and online sales were proposed. Arizona is counting on lower Medicaid costs and increased
hospital assessment fees to help reach these funding goals. As always, APA will continue to monitor states’ and localities’ budgets,
particularly in these low-spending states, to see how teacher strikes and demands impact credit quality of state and local issuers.
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The Pew Charitable Trusts, “The State Pension Funding Gap: 2016” http://www.pewtrusts.org/en/research-and-analysis/issue-briefs/2018/04/the-statepension-funding-gap-2016
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Disclosures:
Past performance is not indicative of future results. This material is not financial advice or an offer to sell any
product. The actual characteristics with respect to any particular client account will vary based on a number of factors
including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii)
market exigencies at the time of investment. Asset Preservation Advisors, Inc. reserves the right to modify its current
investment strategies and techniques based on changing market dynamics or client needs. This is not a recommendation to
buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's
portfolio at the time you receive this report or that securities sold have not been repurchased. The securities discussed may
not represent an account's entire portfolio and in the aggregate may represent only a small percentage of an account's
portfolio holdings. It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will
prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will
equal the investment performance of the securities discussed herein. Information was obtained from third party sources
which we believe to be reliable but are not guaranteed as to their accuracy or completeness.
APA is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a
certain level of skill of training. More information about the advisor including its investment strategies and objectives can
be obtained by visiting www.assetpreservationadvisors.com. A copy of APA's disclosure statement (Part 2 of Form ADV) is
available without charge upon request. Our Form ADV contains information regarding our Firm’s business practices and the
backgrounds of our key personnel. Please contact APA at 404-261-1333 if you would like to receive this
Information. APA-18-218
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