
We have some exciting news to share with all of you.  For the first time since 2000, we are moving our  
office location.  Responsible Investment Group’s new office will be located at 120 S. State Street.  The 
building once housed the Singer Sewing Company’s Chicago branch and is now on the National Register of 
Historic Places.  We will be occupying the entire third floor.  Our projected move-in date will be sometime in 
late July or early August after the rehab is completed.  Until then, we will still conduct business at the  
410 W Grand office that we have called home for the last 18 years. 

 

One thing that really has not moved since our last Quarterly Report is the market. Since the February 14th 
McBork Report, the S&P 500 Index is up 0.8%, the Dow Jones World ex US Index is flat and the Barclays 
Aggregate Bond Index is down 0.6%1.   As the first quarter earnings reports finish up, things look pretty 
good, with nice growth and positive overall guidance moving forward. 

 

There are a few things that we are watching closely: 

 

Price of Oil.  Over the last few years, analysts did not mention oil much since the price was fluctuating 
somewhere between $35-50/barrel.  The price of oil is now up to $71/barrel and, with worries persisting 
throughout the Middle East, we could see it go higher.  This increase will most likely offset some of the  
positive tax cuts.   

 

Economic Expansion.  Back in the 1960s we saw the economy expand over 106 months.  Then in the 
1990s we saw an even longer economic expansion of 120 months.  We are currently in an economic  
expansion of 107 months.  Can the economy keep this up?  From the first quarter’s earnings reports, the 
answer seems to be yes. 

 

Geopolitical Worries/Trade Wars.  Worries continue to revolve around North Korea, Iran, and Syria but 
the markets “fear gauge” (CBOE Volatility Index) fell to a low not seen since the stock market correction in 
February.   

 

We really do not know how the trade talks will play out.  Last week’s talks failed to come up with a  
compromise between China and the U.S.  Currently the U.S. has proposed a tariff on $150 billion worth of 
Chinese goods and China has indicated that they will retaliate in some way.  In addition, China is not the 
only country that the U.S. is having disagreements with.  The U.S. is in talks with the renegotiation of 
NAFTA (North American Free Trade Agreement) with Mexico and Canada.  As I have mentioned many 
times, the markets do not like uncertainty, so the longer this persists, the more likely we will see volatility. 

 

Increasing Inflation.  We focused a significant amount on this in our last quarterly report.  With all  
indications that inflation is still increasing at a slow pace, we and the markets feel comfortable that a  
recession is less likely to occur right now. 
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National Debt. 

 

U.S. Deficit Since 19902 

 

Fiscal Year   Deficit (in billions)  Events Affecting Deficit 

1990   $221    Desert Storm 

1991   $269    Recession 

1992   $290   

1993   $255    Clinton signed Balanced Budget Act 

1994   $203    First Clinton budget 

1995   $164          

1996   $107    Welfare reform 

1997   $22            

1998   ($69)     LTCM crisis 

1999   ($126)    Glass-Steagall repealed 

2000   ($236)     

2001   ($128)    9/11 attacks.  

2002   $158    War on Terror   

2003   $378     

2004   $413     

2005   $318    Katrina. Bankruptcy Act 

2006   $248    Bernanke chairs Fed 

2007   $161    Iraq War cost 

2008   $459    Bank bailout. QE 

2009   $1,413   Stimulus Act 

2010   $1,294   Obama tax cuts. ACA. Simpson-Bowles 

2011   $1,300   Debt crisis 

2012   $1,087   Fiscal cliff 

2013   $679    Sequester. Government shutdown 

2014   $485    Debt ceiling 

2015   $438    Defense = $736.4 b. 

2016    $585    Defense = $767.3 b. 

2017   $665    Defense = $812.3 b. 

2018 (est)  $833    Defense = $824.7 b. 

2019 (est)  $984   

2020 (est)  $987   

 

 



 

As you can see, the U.S. spent a lot of money getting out of the Great Recession of 2008.  With the 
economy picking back up we were slowly able to decrease this annual deficit. However, with the new tax 
cuts implemented late last year, annual national debt and future year projections have now increased.  

 

The tax cuts are supposed to “pay for themselves”.  The theory is that companies will use the extra  
money to hire more employees, produce and invest more.  It will be a few years until we see if this  
actually happens, but if history tells us anything, it probably will not.  If first quarter’s earnings  
announcements were any indication, we are not off to a great start. U.S. domestic common stock  
dividends increased by a whopping $18.8 billion in the first three months of the year according to data 
tracked by S&P Dow Jones Indices and Barron’s estimates a 60% increase of share buybacks this year, 
fueled by the tax cuts.   

 

My biggest fear during the time period that tax cuts contribute to the deficit is that we re-enter a  
recession.  At that time could we see an annual deficit top $2.5 or $3 trillion?  Can we even afford to do 
something that massive?   

 

Please keep in mind and rest assured that we are carefully monitoring all such matters.  We continue to 
recommend being cautious in this market environment.  If you have any questions or concerns please 
get in touch with me.  Take care. 

 

Sincerely, 

 

 

 

Gregory Bork Jr. 
LPL Financial Registered Principal 

 

1: www.wsj.com 

2: www.thebalance.com/us-deficit-by-year 

 

Securities offered through LPL Financial. Member FINRA/SIPC. The economic forecasts set forth in this 
material may not develop as predicted and there can be no guarantee that strategies promoted will be 
successful. The opinions voiced in this material are for general information only and are not intended to 
provide specific advice of recommendations for any individual. All performance referenced is historical 
and is no guarantee of future results. All indices unmanaged and may not be invested into directly.  


