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Good morning! 

 

When Ben Bernanke announced his plans in November 2008 to stave off what he feared could be a 

“depression” and not just a “recession,” long-time market watchers had never heard of “Quantitative 

Easing” (QE).  The concept of “printing new money” and using those funds to “purchase bonds” to drive 

the cost of borrowing down was unprecedented.  The QE strategy ran for 6 years (to October 2014) and 

resulted in $4 trillion of new assets on the Fed’s balance sheet.  Janet Yellen’s plan from 9/20/17 began 

the unwinding of QE (and shrinking of the Fed’s balance sheet) by having bonds mature without 

reinvesting the principal into new bonds.  “Quantitative Shrinking” has resulted in $266 billion of bonds 

roll off the Fed’s balance sheet as of last week.  The challenge for the bond market is to replace the 

Fed’s “buying footprint” with another major bond purchaser.  Without that new buyer, interest rates 

would likely rise (source: Federal Reserve).           

 

The federal government completed fiscal year 2018 as of 9/30/18.  The financial result: $3.3 trillion of 

tax revenue collected vs. $4.1 trillion of outlays.  The nation’s budget deficit was $779 billion, our 17th 

consecutive year of spending outpacing revenue.  The USA has run a budget deficit in 53 of the last 58 

fiscal years, i.e., 1961-2018.  The only surplus years were 1969, 1998, 1999, 2000 and 2001 (source: 

Treasury Department).   

 

The impact of the “Tax Cuts and Jobs Act” legislation is already being felt by businesses.  Corporate 

income taxes collected during fiscal year 2018 were $204.7 billion, down 31.1% from the previous fiscal 

year (2017) total of $297.0 billion.  Corporate income taxes collected in fiscal year 2015 were $343.8 

billion (source: Treasury Department).   

 

Notable Numbers for the Week: 
 

1. WHERE ARE THE WORKERS? - From the 2.1 million job openings in the United States reported in July 2009 while the 
country was mired in a recession, that number has jumped to record 7.136 million as of August 2018.  The 5 million increase 
in job openings since mid-2009 is equivalent to 100,000 new available jobs in each of our 50 states (source: Department of 
Labor).     

 

2. MORE EQUITY - The average loan-to-value ratio in the US housing market as of 6/30/08 was 55%.  The average loan-to-
value ratio in the US housing market as of 6/30/18 was 40% (source: Federal Reserve).   

 

3. SPENDING - 62% of the $4.108 trillion of total outlays for the US government during the recently completed fiscal year 2018 
was in just 4 categories – Social Security ($988 billion), National Defense ($665 billion), Medicare ($589 billion) and Net Interest 
Expense ($325 billion) (source: Treasury Department).   

 

4. MOM AND DAD - The national median cost in 2017 for an assisted living facility (private 1-bedroom accommodation) was 
$3,750 per month or $45,000 per year (source: Genworth).     
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the 

future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Private Capital 

Group, LLC (“PCG”), or any non-investment related content, made reference to directly or indirectly in this communication will be profitable, equal any corresponding indicated 

historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or 

applicable laws, the content may no longer be reflective of current opinions or positions. Information contained in this communication is based on data gathered from what we believe 

are reliable sources. It is not guaranteed by PCG as to accuracy, does not purport to be complete, and is not intended to be used as a primary basis for investment decisions. Further, 

you should not assume that any discussion or information contained in this communication serves as the receipt of, or as a substitute for, personalized investment advice from PCG. 

To the extent discussed herein, investment indices are unmanaged and cannot be purchased directly. Historical performance results for investment indexes and/or categories are 

included for informational purposes only and generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 
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incurrence of which would have the effect of decreasing historical performance results. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered 

representative of the US stock market. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, 

he/she is encouraged to consult with the professional advisor of his/her choosing.  PCG is neither a law firm nor a certified public accounting firm and no portion of the communication 

should be construed as legal or accounting advice.  A copy of the PCG’s current written disclosure Brochure discussing our advisory services and fees is available upon request. 

Please Note:  If you are a PCG client, please remember to contact PCG, in writing, if there are any changes in your personal/financial situation or investment objectives for the 

purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our 

investment advisory services.  PCG shall continue to rely on the accuracy of information that you have provided. 

 

Disclosure from our Author:  

Investment advisory services offered through PCG, a registered investment advisor. This e-mail may include forward-looking statements that are subject to certain risks and 

uncertainties. Actual results, performance, or achievements may differ materially from those expressed or implied. The above communication is written by Michael A. Higley.  Any 

comments, opinions or facts listed are those of Mr. Higley.   

 

If you do not want to receive further editions of this weekly newsletter, please contact Private Capital Group at 860.561.1162, or e-mail: privatecapitalgroup@pcgct.com, 

or write to us at Private Capital Group, LLC, 29 S. Main Street, West Hartford, CT 06107. 


