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Important Information

The views and opinions expressed are those of the speaker, Fritz Meyer and are
subject to change based on factors such as market and economic conditions.
These views and opinions are not an offer to buy a particular security and should
not be relied upon as investment advice. Past performance cannot guarantee
comparable future results.

For representative use only. Not for public distribution.
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Important Information

Performance quoted is past performance and cannot guarantee comparable future results; current
performance may be higher or lower.

Results shown assume the reinvestment of dividends.

An investment cannot be made directly in an index.

Investments with higher return potential carry greater risk for loss.

Investing in small companies involves greater risks not associated with investing in more established
companies, such as business risk, significant stock price fluctuations and illiquidity.

Foreign securities have additional risks, including exchange rate changes, political and economic
upheaval, the relative lack of information about these companies, relatively low market liquidity and
the potential lack of strict financial and accounting controls and standards.

Investing in emerging markets involves greater risk than investing in more established markets such as
risks relating to the relatively smaller size and lesser liquidity of these markets, high inflation rates,
adverse political developments and lack of timely information.

Fluctuations in the price of gold and precious metals often dramatically affect the profitability of the
companies in the gold and precious metals sector. Changes in political or economic climate for the
two largest gold producers, South Africa and the former Soviet Union, may have a direct effect on the
price of gold worldwide.

For representative use only. Not for public distribution.



Fritz Meyer
Fritz Meyer, economist and market commentator, 

publishes periodic updates and opinion on the 
economy, markets and investment strategy. He has 
been a frequent guest on CNBC, Bloomberg TV and 
Fox Business Network, he has often been quoted in 
financial and business publications and he regularly 
speaks to financial advisors and their clients. 

Prior to starting his own firm in 2011, Mr. Meyer 
spent 15 years with Invesco and began his investment 
career in 1976. He was Invesco’s Senior Market 
Strategist, and has managed large-cap equity mutual 
funds and multi-cap equity and fixed-income client 
portfolios. 

Mr. Meyer earned his A.B. degree from Dartmouth 
College with a distinction in economics and his Master 
of  Business Administration degree from the Amos 
Tuck School at Dartmouth College.
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Point of  View
Covid-19 timeline

Cases peak late-June.
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Discussion 
This study has generated the first 
set of estimates of predicted 
health service utilization and 
deaths due to COVID-19 by day 
for the next 4 months for all US 
states, assuming that social 
distancing efforts will continue 
throughout the epidemic. 

Source: Institute for Health Metrics and Evaluation (IHME) at the University of Washington. Forecasting COVID-19 
impact on hospital bed-days, ICU-days, ventilator- days and deaths by US state in the next 4 months. March 26, 2020. 
Funding sources: Bill and Melinda Gates Foundation and the State of Washington.

Point of  View
Covid-19 timeline – latest study

Deaths peak mid-April.



8 Source: The Wall Street Journal, March 24, 2020.
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Source: The Wall Street Journal, March 24, 2020.
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“In weeks, it will send direct payments of $1,200 to individuals earning up to $75,000, with smaller payments 
to those with incomes of up to $99,000 and an additional $500 per child. It will substantially expand jobless 
aid, providing an additional 13 weeks and a four-month enhancement of benefits—including an extra $600 per 
week—and extend it to freelancers and gig workers. The package also suspends all federal student loan 
payments for six months through September, and the loans will not accrue interest during that period.”

“For companies struggling under the strain of the crisis, the measure will provide $377 billion in federally 
guaranteed loans to small businesses and establish a $500 billion government lending program for distressed 
companies, including allowing the administration the ability to take equity stakes in airlines that received aid 
to help compensate taxpayers. It also sends $100 billion to hospitals on the front lines of the pandemic.”1

“The epicenter of the intervention will be the Treasury Department, where Secretary Steven Mnuchin will 
oversee nearly a third of the $2 trillion in economic relief funds that Congress is approving.”

“The money will be held in two pots: $350 billion will be devoted to loans and loan guarantees for small 
businesses. And $500 billion will be divided among airlines and companies that are critical to national security 
… and will prop up the Federal Reserve’s new emergency lending facilities, which are intended to inject nearly 
$4 trillion into the economy.”2

1The New York Times, March 27, 2020. 2The New York Times, March 26, 2017.

Point of  View
Covid-19 relief

Coronavirus Aid, Relief, and Economic Security Act (CARES) 
March 27, 2020



11 Source: The Wall Street Journal, March 28, 2020.
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Source: The Wall Street Journal, 
March 28, 2020.

Point of  View
Covid-19 relief

Quick government response 
compared to 2008-2009 
financial crisis.



Stock market
S&P 500 – coronavirus bear

Source: Standard & Poor’s. Data through January March 30, 2020.13
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Stock market
S&P 500 and EAFE – coronavirus bear

Foreign 
markets 
faring 
worse 
than U.S.

Source: MarketSmith, Incorporated. March 30, 2020.
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Stock market
S&P 500 volatility

Source: Standard & Poor’s. data through March 16, 2020.
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Remember the basic axiom of investing in common 
stocks: over the long-term investors earn the equity 

risk premium precisely because they expose 
themselves to price volatility, also known as risk.
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Stock market
Insider buying

Third 
highest 
insider 
buying on 
record.

Source: The Wall Street Journal, March 27, 2020; data source the Washington Service.
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Stock market arithmetic
Total return = 7.4% earnings-driven price + 2.2% dividends reinvested

+9.6% per year S&P 
500 total return over 
the last 28 years is in 
line with the stock 
market’s long-term 
returns going back to 
1926, or back even 
further to 1871.3

Source: Standard and Poor’s. Data through March 30, 2020.1 Compound annual growth rate. 2 S&P 500 total return index. 
3 per Professor Jeremy Siegel’s seminal Stocks for the Long Run, first published in 1994.
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Stock market arithmetic
Total return = 7.4% earnings-driven price + 2.2% dividends reinvested

Source: Standard and Poor’s. Data through March 30, 2020.1 Compound annual growth rate. 2 S&P 500 total return index. 
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On a logarithmic scale a constant rate 
of appreciation, say 9.6%, is 
represented by a constant interval on 
the y-axis, say one-eighth of an inch. 

Hence, the +9.6% growth trajectory is 
a straight line rather than a 
hyperbolic curve (previous chart). 
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Stock market
S&P 500 and crises

Source: Standard and Poor’s. Data through March 23, 2020. 1 Compound annual growth rate. 
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Stock market arithmetic
Total return and real total return

Source: Yardeni Research, Inc., with permission.



21

Stock market arithmetic
84 years of  S&P 500 earnings growth

Source: Yardeni Research, Inc. with permission.



22 Source: The Wall Street Journal, March 17, 2020.

GDP forecast
Sharp but quick recession in the forecast 
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China’s virus case load flattened about three 
months after major government 
intervention to curtail social interaction, 
with devastating effects on economic 
growth. If the U.S. follows the same path, 
the initial shock to the economy could begin 
to wane by May.

JP Morgan forecast published March 
20, 2020. Goldman Sachs forecast 
published March 31, 2020.
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Stock market arithmetic
+7.5% earnings growth has driven +7.9% stock price gains

1 2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of March 30, 2020: for 2019(a), $162.97; for 
2020(e), $163.19; for 2021(e), $186.83. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 
2015. Standard and Poor’s for actual operating earnings data through 2014. 
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Sheet1

				4-quarter																								0.0183

		Date		earnings		19X		17X		18X



		1988Q4		24.12		458.28		410.04		434.16

		1989Q1		25.05		475.95		425.85		450.9

		1989Q2		25.53		485.07		434.01		459.54

		1989Q3		24.85		472.15		422.45		447.3

		1989Q4		24.32		462.08		413.44		437.76

		1990Q1		23.52		446.88		399.84		423.36

		1990Q2		23.05		437.95		391.85		414.9

		1990Q3		23.48		446.12		399.16		422.64

		1990Q4		22.65		430.35		385.05		407.7

		1991Q1		21.81		414.39		370.77		392.58

		1991Q2		20.54		390.26		349.18		369.72																		21

		1991Q3		19.68		373.92		334.56		354.24																		21.3843

		1991Q4		19.30		366.7		328.1		347.4																		21.77563269

		1992Q1		19.46		369.74		330.82		350.28																		22.1741267682

		1992Q2		19.88		377.72		337.96		357.84																		22.5799132881

		1992Q3		19.89		377.91		338.13		358.02																		22.9931257013

		1992Q4		20.87		396.53		354.79		375.66																		23.4138999016

		1993Q1		22.19		421.61		377.23		399.42																		23.8423742698

		1993Q2		23.55		447.45		400.35		423.9																		24.2786897189

		1993Q3		25.35		481.65		430.95		456.3																		24.7229897408

		1993Q4		26.90		511.1		457.3		484.2																		25.175420453

		1994Q1		27.82		528.58		472.94		500.76																		25.6361306473

		1994Q2		29.00		551		493		522																		26.1052718382

		1994Q3		30.11		572.09		511.87		541.98																		26.5829983128

		1994Q4		31.75		603.25		539.75		571.5																		27.0694671819

		1995Q1		33.22		631.18		564.74		597.96																		27.5648384314

		1995Q2		34.97		664.43		594.49		629.46																		28.0692749747

		1995Q3		36.72		697.68		624.24		660.96																		28.5829427067

		1995Q4		37.70		716.3		640.9		678.6																		29.1060105582

		1996Q1		38.45		730.55		653.65		692.1																		29.6386505514

		1996Q2		39.26		745.94		667.42		706.68																		30.1810378565

		1996Q3		39.40		748.6		669.8		709.2																		30.7333508493

		1996Q4		40.63		771.97		690.71		731.34																		31.2957711699

		1997Q1		41.80		794.2		710.6		752.4																		31.8684837823

		1997Q2		42.62		809.78		724.54		767.16																		32.4516770355

		1997Q3		43.73		830.87		743.41		787.14																		33.0455427252

		1997Q4		44.01		836.19		748.17		792.18																		33.6502761571

		1998Q1		44.37		843.03		754.29		798.66																		34.2660762108

		1998Q2		44.67		848.73		759.39		804.06																		34.8931454054

		1998Q3		44.09		837.71		749.53		793.62																		35.5316899664

		1998Q4		44.27		841.13		752.59		796.86																		36.1819198927

		1999Q1		45.08		856.52		766.36		811.44																		36.8440490268

		1999Q2		46.86		890.34		796.62		843.48																		37.518295124

		1999Q3		49.38		938.22		839.46		888.84																		38.2048799247

		1999Q4		51.68		981.92		878.56		930.24																		38.9040292274

		2000Q1		53.92		1024.48		916.64		970.56																		39.6159729622

		2000Q2		55.59		1056.21		945.03		1000.62																		40.3409452674

		2000Q3		56.79		1079.01		965.43		1022.22																		41.0791845658

		2000Q4		56.13		1066.47		954.21		1010.34																		41.8309336434

		2001Q1		52.89		1004.91		899.13		952.02																		42.596439729

		2001Q2		47.03		893.57		799.51		846.54																		43.3759545761

		2001Q3		42.02		798.38		714.34		756.36																		44.1697345448

		2001Q4		38.85		738.15		660.45		699.3																		44.978040687

		2002Q1		38.97		740.43		662.49		701.46																		45.8011388316

		2002Q2		41.59		790.21		707.03		748.62																		46.6392996722

		2002Q3		44.04		836.76		748.68		792.72																		47.4927988562

		2002Q4		46.04		874.76		782.68		828.72																		48.3619170753

		2003Q1		47.67		905.73		810.39		858.06																		49.2469401577

		2003Q2		48.95		930.05		832.15		881.1																		50.1481591626

		2003Q3		51.75		983.25		879.75		931.5																		51.0658704753

		2003Q4		54.69		1039.11		929.73		984.42																		52.000375905

		2004Q1		58.08		1103.52		987.36		1045.44																		52.9519827841

		2004Q2		62.14		1180.66		1056.38		1118.52																		53.921004069

		2004Q3		64.61		1227.59		1098.37		1162.98																		54.9077584435

		2004Q4		67.68		1285.92		1150.56		1218.24																		55.912570423

		2005Q1		69.81		1326.39		1186.77		1256.58																		56.9357704617

		2005Q2		72.25		1372.75		1228.25		1300.5																		57.9776950612

		2005Q3		74.21		1409.99		1261.57		1335.78																		59.0386868808

		2005Q4		76.45		1452.55		1299.65		1376.1																		60.1190948507

		2006Q1		79.20		1504.8		1346.4		1425.6																		61.2192742865

		2006Q2		81.73		1552.87		1389.41		1471.14																		62.3395870059

		2006Q3		85.92		1632.48		1460.64		1546.56																		63.4804014481

		2006Q4		87.72		1666.68		1491.24		1578.96																		64.6420927946

		2007Q1		89.36		1697.84		1519.12		1608.48																		65.8250430928

		2007Q2		91.47		1737.93		1554.99		1646.46																		67.0296413814

		2007Q3		89.31		1696.89		1518.27		1607.58																		68.2562838187

		2007Q4		82.54		1568.26		1403.18		1485.72																		69.5053738125

		2008Q1		76.77		1458.63		1305.09		1381.86																		70.7773221533

		2008Q2		69.73		1324.87		1185.41		1255.14																		72.0725471487

		2008Q3		64.82		1231.58		1101.94		1166.76																		73.3914747615

		2008Q4		49.51		940.69		841.67		891.18																		74.7345387497

		2009Q1		43.00		817		731		774																		76.1021808088

		2009Q2		39.79		756.01		676.43		716.22																		77.4948507176

		2009Q3		39.61		752.59		673.37		712.98																		78.9130064857

		2009Q4		56.86		1080.34		966.62		1023.48																		80.3571145044

		2010Q1		66.13		1256.47		1124.21		1190.34																		81.8276496998

		2010Q2		73.22		1391.18		1244.74		1317.96																		83.3250956893

		2010Q3		79		1501		1343		1422																		84.8499449405

		2010Q4		83.77		1591.63		1424.09		1507.86																		86.4026989329

		2011Q1		86.95		1652.05		1478.15		1565.1																		87.9838683233

		2011Q2		90.91		1727.29		1545.47		1636.38																		89.5939731137

		2011Q3		94.64		1798.16		1608.88		1703.52																		91.2335428216

		2011Q4		96.44		1832.36		1639.48		1735.92																		92.9031166553

		2012Q1		98.12		1864.28		1668.04		1766.16																		94.6032436901

		2012Q2		98.69		1875.11		1677.73		1776.42																		96.3344830496

		2012Q3		97.40		1850.6		1655.8		1753.2																		98.0974040894

		2012Q4		96.82		1839.58		1645.94		1742.76																		99.8925865842

		2013Q1		98.35		1868.65		1671.95		1770.3																		101.7206209187

		2013Q2		99.28		1886.32		1687.76		1787.04																		103.5821082815

		2013Q3		102.20		1941.8		1737.4		1839.6																		105.4776608631

		2013Q4		107.3		2038.7		1824.1		1931.4																		107.4079020569

		2014Q1		108.85		2068.15		1850.45		1959.3																		109.3734666645

		2014Q2		111.83		2124.77		1901.11		2012.94																		111.3750011045

		2014Q3		114.51		2175.69		1946.67		2061.18																		113.4131636247

		2014Q4		113.01		2147.19		1921.17		2034.18																		115.488624519

		2015Q1		119.24		2265.56		2027.08		2146.32		LTM eps through Q1 2015 from Strategist's Handbook dated November 30, 2015.																117.6020663477

		2015Q2		119.26		2265.94		2027.42		2146.68		LTM eps through Q2 2015 from Strategist's Handbook dated November 30, 2015.																119.7541841619

		2015Q3		119.22		2265.18		2026.74		2145.96		LTM eps through Q3 2015 from Strategist's Handbook dated November 30, 2015.																121.9456857321

		2015Q4		117.46		2231.74		1996.82		2114.28		LTM eps through Q4 2015 from Strategists Handbook April 6, 2016																124.177291781

		2016Q1		117.46		2231.74		1996.82		2114.28		LTM eps through Q4 2015 from Strategists Handbook April 6, 2016																126.4497362205

		2016Q2		116.61		2215.59		1982.37		2098.98		LTM eps through Q1 2016 from Strategists Handbook June 29, 2016																128.7637663934

		2016Q3		117.3		2228.7		1994.1		2111.4		LTM eps through Q2 2016 from Strategists Handbook December 8, 2016																131.1201433184

		2016Q4		118.06		2243.14		2007.02		2125.08		LTM earnings taken from Yardeni's Weekly Forward Earnings & Valuation January 4, 2017																133.5196419411

		2017Q1		118.05		2242.95		2006.85		2124.9		LTM eps through Q4 2016 from Strategists Handbook March 31, 2017																135.9630513886

		2017Q2		125.25		2379.75		2129.25		2254.5		LTM earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast July 31, 2017																138.451175229				y/y % change

		2017Q3		128.21		2435.99		2179.57		2307.78		LTM earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast December 4, 2017																140.9848317357

		2017Q4		131.98		2507.62		2243.66		2375.64		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast April 3, 2018																143.5648541565				11.8%

		2018Q1		140.12		2662.28		2382.04		2522.16		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast August 25, 2018																146.1920909876

		2018Q2		148.57		2822.83		2525.69		2674.26		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast August 25, 2018																148.8674062526

		2018Q3		157.62		2994.78		2679.54		2837.16		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast November 12, 2018																151.5916797871

		2018Q4		161.93		3076.67		2752.81		2914.74		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast April 1, 2019																154.3658075272				22.7%

		2019Q1		163.99		3115.81		2787.83		2951.82		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast August 5, 2019																157.1907018049

		2019Q2		164.16		3119.04		2790.72		2954.88		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast August 5, 2019																160.0672916479

		2019Q3		163.59		3108.21		2781.03		2944.62		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast November 4, 2019																162.9965230851

		2019Q4		162.97		3096.43		2770.49		2933.46		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast March 30, 2020.																165.9793594576		7.5%		0.64%

		2020Q1																										169.0167817356

		2020Q2																										172.1097888414

		2020Q3																										175.2593979772

		2020Q4		163.19								Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast March 30, 2020.																178.4666449602		7.5%		0.1%

		2021Q1																										181.7325845629

		2021Q2																										185.0582908604

		2021Q3																										188.4448575832

		2021Q4		186.83								Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast March 30, 2020.																191.893398477		7.5%		14.5%
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Valuation
S&P 500 vs. actual and estimated earnings

49
2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of March 30, 2020: for 2019(a), $162.97; for 
2020(e), $163.19; for 2021(e), $186.83. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 
2015. Standard and Poor’s for actual operating earnings data through 2014; and stock index prices data through March 27, 2020.
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Valuation
S&P 500 vs. 16X and 19X actual and estimated earnings
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S&P 500

19X S&P 500 actual and 
estimated earnings

16X S&P 500 actual and 
estimated earnings
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2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of March 30, 2020: for 2019(a), $162.97; for 
2020(e), $163.19; for 2021(e), $186.83. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 
2015. Standard and Poor’s for actual operating earnings data through 2014; and stock index prices data through March 27, 2020.

This is not a forecast or prediction.
It’s simply a calculation of 16X and 19X consensus earnings forecasts.
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Fed policy
 first coronavirus rate cut 3/3
 $1.5 trillion repo loans offered 3/12
 coronavirus cut Sunday 3/15
 6 liquidity programs announced 3/23 
 the Phillips Curve is broken
 the Fed’s inflation forecasts have consistently been too 

high 
 inflation expectations trending lower for past 15 years
 the Fed manages the yield curve
 the Fed has created every recession since the 1950s
 “the Great Unwinding” – bond yields were supposed to 

start rising, but they aren’t

Point of  View
March 2020
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Federal Reserve policy
March 23rd actions – 6 programs
March 23, 2020
Federal Reserve announces extensive new measures to support the economy
… In support of these goals, the Federal Reserve is using its full range of authorities to provide powerful support for the 
flow of credit to American families and businesses. These actions include:
• Support for critical market functioning. The Federal Open Market Committee (FOMC) will purchase Treasury securities 
and agency mortgage-backed securities in the amounts needed to support smooth market functioning and effective 
transmission of monetary policy to broader financial conditions and the economy. The FOMC had previously announced 
it would purchase at least $500 billion of Treasury securities and at least $200 billion of mortgage-backed securities. In 
addition, the FOMC will include purchases of agency commercial mortgage-backed securities in its agency-backed 
security purchases. [This is QE4.]
• Supporting the flow of credit to employers, consumers, and businesses by establishing new programs that, taken 
together, will provide up to $300 billion in new financing. The Department of the Treasury, using the Exchange 
Stabilization Fund (ESF), will provide $30 billion in equity to these facilities.
• Establishment of two facilities to support credit to large employers – the Primary Market Corporate Credit Facility 
(PMCCF) for new bond and loan issuance and the Secondary Market Corporate Credit Facility (SMCCF) to provide 
liquidity for outstanding corporate bonds.
• Establishment of a third facility, the Term Asset-Backed Securities Loan Facility (TALF) to support the flow of credit to 
consumers and businesses. The TALF will enable the issuance of asset-backed securities (ABS) backed by student 
loans, auto loans, credit card loans, loans guaranteed by the Small Business Administration (SBA), and certain other 
assets.
• Facilitating the flow of credit to municipalities by expanding the Money Market Mutual Fund Liquidity Facility (MMLF) 
to include a wider range of securities, including municipal variable rate demand notes (VRDNs) and bank certificates of 
deposit.
• Facilitating the flow of credit to municipalities by expanding the Commercial Paper Funding Facility (CPFF) to include 
high-quality, tax-exempt commercial paper as eligible securities. In addition, the pricing of the facility has been reduced.
In addition to the steps above, the Federal Reserve expects to announce soon the establishment of a Main Street 
Business Lending Program to support lending to eligible small-and-medium sized businesses, complementing efforts by 
the SBA.

Source: Federal Reserve.



28

Federal Reserve policy
Fed’s balance sheet

loans and 
asset 
purchases 
under new 
programs

Source: Yardeni Research, Inc., with permission.
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Federal budget
 CBO’s January 2020 projections
 increasing deficits, rising debt
 Could we fix it?
 low U.S. tax burden allows flexibility to solve long-

term entitlements problem

Debt
Federal government debt

1 Barron’s, February 10, 2020.

Missing from the president’s State 
of the Union address was any 
mention of a looming threat: the 
growing national debt.1



Social Security

Other Federal Noninterest Spending

Federal deficit and debt
Federal debt % of  GDP through 2049

Source: Congressional Budget Office, The 2019 Long-Term Budget Outlook, released June 2019. The extended baseline generally reflects current law, 
following CBO’s 10-year baseline budget projections through 2029 and then extending most of the concepts underlying those baseline projections for the rest 
of the long-term period through 2049. 
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Federal deficit and debt
Federal outlays % of  GDP

Source: Congressional Budget Office, An Update to the Budget and Economic Outlook: 2019 to 2029, released August 2019. Major health care programs consists of outlays for Medicare (net of 
premiums and other offsetting receipts), Medicaid, and the Children’s Health Insurance Program, as well as outlays to subsidize health insurance purchased through the marketplaces established 
under the Affordable Care Act and related spending. CBO’s interest rate forecasts have the fed funds rate rising gradually to 2.7% by 2029 and the 10-year Treasury bond yield rising to 3.2% by 2029.
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Medicare and Medicaid

Other Federal Noninterest Spending

Federal deficit and debt
Federal revenues and outlays – budget deficit equal to 4.7% of  GDP

In 2019 federal 
spending 
outstripped 
revenues by an 
amount equal to 
4.7% of GDP per 
year.
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Source: Congressional Budget Office, The Budget and Economic Outlook: 2020 to 2030, released January 2020. 



33

Medicare and Medicaid

Other Federal Noninterest Spending

Federal deficit and debt
Federal deficit – equal to 4.0% of  GDP

The deficit is 
projected to rise 
from 4.7% of GDP 
in 2019 (actual) 
to 5.4% of GDP in 
2030.

Source: Congressional Budget Office, The Budget and Economic Outlook: 2020 to 2030, released January 2020. 
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Medicare and Medicaid

Other Federal Noninterest Spending

Federal deficit and debt
What level of  deficits would it take to hold debt constant?

Budget deficits of 
2.9% of GDP 
would result in 
no increase in 
debt as a % of 
GDP.

Using CBO's projected 
budget deficits rising 
from 4.6% of GDP in 
2019 to 5.4% in 2030 

Using projected 
budget deficits at a 
constant 2.9% from 

2020 to 2030
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Medicare and Medicaid

Social Security

The U.S. has a much 
lower total tax burden 
and takes a very 
different approach to 
raising tax revenues 
compared to most 
other developed 
economies.

Taxes
Tax structure U.S. vs. France and Germany
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Source: OECD, Revenue Statistics 2019. 2018 data for all countries except 2017 data for Australia and Japan. Includes data for the 36 OECD 
countries and does not include non-OECD countries such as China, Brazil, India and Russia. Includes all forms of taxes: federal, state and local; 
income taxes, sales taxes, VAT taxes, estate taxes, property taxes, etc.

Medicare and Medicaid

Social Security

Other Federal Noninterest Spending

The U.S.’s 
comparatively low 
tax burden allows 
flexibility in solving 
its long-term 
entitlement 
spending problem.

Taxes
Taxes % of  GDP – U.S. is the lowest of  major developed  
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Asset allocation and diversification do not guarantee a profit or eliminate the risk of loss.
Source: Riskglossary.com

Modern portfolio theory 
was introduced by Harry 
Markowitz with his paper 
“Portfolio Selection,” 
which appeared in the 
1952 Journal of  Finance.

Thirty-eight years later, he 
shared a Nobel Prize with 
Merton Miller and William 
Sharpe for what has 
become a broad theory for 
portfolio selection.

Modern Portfolio Theory

Diversify

Optimize

Rebalance

Investment Strategy
Modern Portfolio Theory = Asset Allocation
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All material presented is compiled from sources believed to be reliable and current, but accuracy cannot
be guaranteed. This is not to be construed as an offer to buy or sell any financial instruments and
should not be relied upon as the sole factor in an investment making decision. As with all investments
there are associated inherent risks. Please obtain and review all financial material carefully before
investing.

The opinions expressed are those of the author, are based on current market conditions and are subject
to change without notice.

These materials may contain statements that are not purely historical in nature but are “forward-looking
statements.” These include, among other things, projections, forecasts, estimates of income, yield or
return or future performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and may
substantially differ from those assumed. All forward-looking statements included herein are based on
information available on the date hereof and Fritz Meyer assumes no duty to update any forward-
looking statement. Accordingly, there can be no assurance that estimated returns or projections can be
realized, that forward-looking statements will materialize or that actual returns or results will not be
materially lower than those presented.

Important Information
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