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Hello New World, Update # 6 
4/24/2020 

 

Have you heard of the newest very important COVID-19 victim? Social Security. The 

2020 Trustees Report (published pre virus) estimated that the Social Security Trust Fund would 

be depleted by 2035. But now over 20 million less people are working than just a couple of 

months ago. This means a lot less payroll tax money is going into Social Security. Also, many 

people in their 60’s whose original plan was to wait to file for Social Security to collect the 

higher benefit, now need the money. Many are claiming now versus waiting, meaning more 

money is flowing out of Social Security. Less in and more out. Therefore the Bipartisan Policy 

Center now estimates the depletion of the Trust Fund by 2029. From experience, let me state that 

these type of projections have, in the past, almost always been rosy, so the real date may very 

well be sooner than 2029. 

 Now, allow me to pull back the curtain to expose the dirty little truth: there really is no 

Trust Fund. For 42 years the taxes received into Social Security were greater than the benefits 

paid out. This excess was set aside and thus, the Trust Fund was born. This situation flipped a 

couple of years ago so that now Social Security pays out more than it brings in, so to meet its 

cash flow obligations, it must dig into the Trust Fund. Now, over these 42 years, had the 

Government put these excess tax revenues in the bank, there would indeed be real money in the 

Trust Fund from which they now would be depleting. This did not occur. All of this money (over 

$2.5 trillion) was “invested” in “Special Government Securities.” In other words, they spent all 

the money and tossed an I.O.U. to Social Security. Those I.O.Us are now coming due. So how do 

these “Special Government Securities” turn into cash to help fund a retiree’s monthly Social 

Security check? Basically, Social Security obligations are gradually being transferred to the 

General Treasury. The Treasury must issue more “on the books” debt to have the money to pay-

off a Trust Fund “Special Government Security.” This quote is from the 2020 Trustees Report: 

“Redemption of Trust Funds bonds, interest paid on those bonds, and general revenue transfers 

provide no new net income to the Treasury. When the unified budget is not in surplus, these 



 

payments are made through some combination of increased taxation, reductions in other 

government spending, or additional borrowing from the public. Each of these Trust Funds’ 

operations will contribute increasing amounts to Federal unified budget deficits in future years as 

trust fund bonds are redeemed.” 

This situation was another budget buster even before COVID-19. Now the day of 

reckoning will come much sooner. By the way, the Medicare “Trust Fund” is in even worse 

shape. It is projected to run dry by 2026. But hey, to put this in perspective, Uncle Sam has 

recently committed to a spending tsunami to fight COVID-19, equal to six to seven years’ worth 

of total Social Security payouts. If printing money to infinity could actually improve people’s 

lives, then Venezuela and Zimbabwe would/should be “Heaven on Earth.” They are in fact, quite 

the opposite. On a related note, Bank of America’s research team raised their 18 month price 

forecast for gold to $3,000 ounce, saying “The Fed can’t print gold.”  

 The biggest news of the week is not good for Texas. On Monday West Texas 

Intermediate Crude Oil (WTI) closed at minus $37 a barrel. Yes, you read that right, you would 

have been paid to take it. The May futures contract was expiring and anyone holding a “long” 

(purchase) contract could have been forced to take delivery of the oil. The problem is, there is 

nowhere to store it. With almost no cars driving, no planes flying and no factories operating, we 

have the greatest oil/gasoline/airplane fuel glut ever. Brent Crude closed the same day at $25, 

and WTI closed Friday at $18, so this was, so far, just a one crazy day history making event. But, 

what happens next month when the June contract expires? In response to this unprecedented glut 

and the uneconomical current prices, from Canada to Texas and parts in between, producers are 

shutting in wells. It will be quite expensive and take time to someday attempt to bring these wells 

back on line. There is an old saying in the commodity business: “The cure for low prices is low 

prices.” Today’s glut may well give birth to tomorrow’s shortage. 

 In other market news, stocks (S&P 500) hit their 50 % retracement level (about 2,800, see 

update letter #2 dated 3/27/20) on Thursday April 19th. Stocks have fluctuated back and forth, 

slightly above and below that level ever since. Perhaps the tug-of-war is on (see update #4 dated 

4/10/20).  



 

An update of last week’s chart is below: 

Index Weekly Gain/Loss One year trailing gain/Loss 

S &P 500/Large U.S. Stocks -1% -4% 

Global Dow/U.S. and Non U.S. Stocks -2% -17% 

Russell 2000/ U.S. Smaller Stocks 0% -23% 

(OSX) Oil Service Stocks +8% -71% 

(XAU) Gold/Silver Mining Stocks +13% +62% 

 

The spread and the growth of COVID-19 now seems to definitely be slowing. In the Greater 

Houston Area there have now been 8,700 total confirmed cases, up 28% from last week, with 

2,527 recoveries, up 56% from last week, and 177 total deaths, up 57% from last week. Active 

cases total 5,996, up “only” 18% from last week. With these “flatter” numbers, many are now 

speaking seriously about reopening the economy in some measured way, details yet to be 

released. I hope this works. I pray that it not be premature. As I stated in my first letter dated 

3/13/20, titled “Hello New World”; “only time will provide more certainty.” The only thing I am 

certain of today is that this whole experience is far from over. Sometimes it is tough to be a 

realist. 

Stay boring to stay safe. 

 
 

Sincerely, 
 
 

Michael W. Hesse, CFP, CLU, ChFC, CPFA 

Texas Wealth Management LLC, Managing Member 

 

 

 

 

 

 

 
 

Disclosure: The views expressed herein are not necessarily the opinion of FSC Securities Corporation. 


