WCM May Newsletter

DID YOU KNOW

In observance, Raymond James
will lower the American flag at
the home office and other
corporate locations in
appreciation and remembrance
on Memorial Day.

Integrity, diligence
& unwavering commitment

MONTHLY COMMENTARY

Fracture Mechanics

Allow a government to decline paying its
debts and you overthrow all public
morality and unhinge all principles that
preserve the limits of free constitutions

-Alexander Hamilton

DOING GOOD TOGETHER

Look to our Newsletters over the
next couple of months for
opportunities to join us in making
a difference.

Thank you for the continued trust you place in
us and our office. Our practice continues to
grow because of you. Your referrals are the best
compliment that you can give.
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DID YOU KNOWZ

* X %

MEMORIAL DAY

— Honoring our Nation's Heroes —

A MESSAGE FROM RAYMOND JAMES, VALOR AND VFAN LEADERSHIP

Memorial Day is often filled with mixed emotions. While much of the nation celebrates by spending
time with family and friends over a three-day weekend, it's so much more than that.

The true meaning of the holiday calls us to remember and honor those who have made the ultimate
sacrifice — those who gave their lives to defend and preserve the many freedoms we as Americans
enjoy today.

As we honor fallen brothers and sisters in arms, we encourage you to pause at 3 p.m. (your local
time) on Monday, May 29 for the national moment of remembrance. In addition, if you plan to display
and lower the American flag, as we will be doing at Raymond James, please be sure to follow these
quidelines from the U.S. Department of Veterans Affairs.

However you observe Memorial Day, we hope you take time to honor those who have given their all
while serving our country.

With respect,
Raymond James, Valor and VFAN leadership
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https://www.va.gov/opa/publications/celebrate/flagdisplay.pdf
https://www.va.gov/opa/publications/celebrate/flagdisplay.pdf
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Fracture Mechanics

By Mark Lazar MBA, CFP®

Mark Lazar is an independent writer with Pathway to Prosperity and is not affiliated with
Raymond James. Views expressed by this writer are the current opinions of this author and not
necessarily those of Raymond James & Associates.

” Allow a government to decline paying its debts and you
overthrow all morality and unhinge all principles that
preserve the limits of free constitutions”

- Alexander Hamilton

The debt ceiling is once again in the spotlight. Last month the House passed
the Limit, Save, Grow Act which would raise the current $31.4T debt cap,
but impose spending cuts over the coming decade. Upon hearing the news,
Senator Chuck Schumer told reporters the House bill is "dead on arrival”
and the measure "only brings us dangerously closer" to a default. House
leader Kevin McCarthy responded, "We can have reckless spending, or we
can have responsibility, but we can’t have both. We can leave our children
a future with higher inflation, higher interest rates, and crushing debt, or
we can leave them free to pursue happiness as God intended."

Item YTD Change

S&P 500 Index 2.87%
Dow Jones Ind Avg 8.59%

EAFE Foreign Index 10.28%
Emerging Market Index 2.16%
Bloomberg Agg Bond Index 3.59%
10-Year Inflation Forecast 2.19%

Unemployment Rate 3.4%

*Market index data as of 4/30/2023 (The Stock Indexes mentioned are unmanaged and
cannot be invested into directly. Past performance is no guarantee of future results.)

The debt ceiling is once again in the spotlight. Last month the House passed
the Limit, Save, Grow Act which would raise the current $31.4T debt cap,
but impose spending cuts over the coming decade. Upon hearing the news,
Senator Chuck Schumer told reporters the House bill is "dead on arrival™
and the measure "only brings us dangerously closer” to a default. House
leader Kevin McCarthy responded, "We can have reckless spending, or we
can have responsibility, but we can’t have both. We can leave our children
a future with higher inflation, higher interest rates, and crushing debt, or
we can leave them free to pursue happiness as God intended."”

Uncle Sam’s spending can
be broken down as follows;
62% is deemed mandatory,
28% discretionary, and
10% net interest. The
elephant in the room is
clearly “mandatory”
spending, with entitlement
programs (SS, Medicare,
and welfare) comprising
52% of federal spending.

.....High inflation, a pending
recession, bank failures, and a
tumultuous stock market,
aren’t problems; rather,
they’re symptoms of unsound,
unsustainable policies.
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https://www.congress.gov/bill/118th-congress/house-bill/2811/text
https://www.cbo.gov/publication/58945
https://www.cnn.com/2023/04/19/politics/mccarthy-debt-limit-bill/index.html
https://www.reuters.com/world/us/mccarthys-debt-ceiling-bill-tests-unity-us-house-republicans-2023-04-26/
https://raymondjames.bluematrix.com/links2/pdf/23cb0c21-8050-4edb-90fd-dcfc35774861
https://raymondjames.bluematrix.com/links2/pdf/23cb0c21-8050-4edb-90fd-dcfc35774861
https://raymondjames.bluematrix.com/links2/pdf/23cb0c21-8050-4edb-90fd-dcfc35774861
https://raymondjames.bluematrix.com/links2/pdf/23cb0c21-8050-4edb-90fd-dcfc35774861
https://raymondjames.bluematrix.com/links2/pdf/23cb0c21-8050-4edb-90fd-dcfc35774861
https://fred.stlouisfed.org/series/T10YIE
https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm
https://www.congress.gov/bill/118th-congress/house-bill/2811/text
https://www.cbo.gov/publication/58945
https://www.cnn.com/2023/04/19/politics/mccarthy-debt-limit-bill/index.html
https://www.reuters.com/world/us/mccarthys-debt-ceiling-bill-tests-unity-us-house-republicans-2023-04-26/
https://www.cbo.gov/system/files/2023-02/51118-2023-02-Budget-Projections.xlsx
https://pathwaytoprosperity.com/glossary/mandatory-spending/
https://pathwaytoprosperity.com/glossary/discretionary-spending/
https://federalsafetynet.com/entitlement-programs/entitlement-spending/
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The debt ceiling is once again in the spotlight. Last month the House passed the Limit, Save, Grow Act which

would raise the current $31.4T debt cap, but impose spending cuts over the coming decade. Upon hearing the
news, Senator Chuck Schumer told reporters the House bill is "dead on arrival” and the measure "only brings us
dangerously closer" to a default. House leader Kevin McCarthy responded, "We can have reckless spending, or
we can have responsibility, but we can’t have both. We can leave our children a future with higher inflation,
higher interest rates, and crushing debt, or we can leave them free to pursue happiness as God intended.”
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Federal Reserve Economic Data

With rare exception, debt limit fights follow the same, old banal script; the minority party champions fiscal
responsibility whereas the Administration bemoans catastrophic consequences if they are unable to spend every
dollar on their wish list. With rare exception, neither are playing it straight.

Just to clarify, the deficit represents the difference between federal revenues and outlays, and increases the
national debt by the same amount. According to the Congressional Budget Office the national debt will increase
$20.6T between now and 2033. This figure was revised ~20% higher just since last May. Now for the really bad
news; the CBO historically underestimates future deficits by a large margin. Why? Because their models fail to
include recessions, geopolitical events, pandemics, and the like.

Year | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 | 2033 | Total

Deficit | $1.4T | $1.4T | S1.4T | S1.4T | $1.4T | $1.9T | $1.8T | $2.1T | $2.3T | $2.5T | $2.9T | $20.6T
CBO 10-Year Budget Forecast

Since 1965 federal spending (as a percent of GDP) has increased 55%, which is remarkable since much of the
nation’s major infrastructure projects (highways, bridges, rail lines, dams, etc.) had already been built by then.
The single biggest reason for the increase; federal entitlements.

Uncle Sam’s spending can be broken down as follows; 62% is deemed mandatory, 28% discretionary, and 10%
net interest. The elephant in the room is clearly “mandatory” spending, with entitlement programs (SS, Medicare,
and welfare) comprising 52% of federal spending. Social Security is metaphorically referred to as the third rail of
politics, but it now appears all federal programs are sacrosanct and off the table in terms of budget discussions.
Just to be clear, the term budget cut in Washington-speak represents a cut in the rate of spending growth, not a
reduction in nominal dollars.

Budgeting isn’t rocket science. Every successful company, agency, non-profit and household does it. However,
Washington bureaucrats have proven themselves to be unwilling, inept, or both, and have failed in their most
basic duty—fiscal responsibility—for decades. Clearly political self-interest supersedes leadership and neither
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https://www.congress.gov/bill/118th-congress/house-bill/2811/text
https://www.cbo.gov/publication/58945
https://www.cnn.com/2023/04/19/politics/mccarthy-debt-limit-bill/index.html
https://www.reuters.com/world/us/mccarthys-debt-ceiling-bill-tests-unity-us-house-republicans-2023-04-26/
https://fred.stlouisfed.org/series/GFDEBTN/
https://pathwaytoprosperity.com/glossary/federal-deficit/
https://www.usdebtclock.org/
https://www.cbo.gov/system/files/2023-02/51118-2023-02-Budget-Projections.xlsx
https://www.axios.com/2023/02/15/cbo-deficit-debt-ceiling-2023
https://www.cbo.gov/publication/59110
https://www.cbo.gov/system/files/2023-02/51118-2023-02-Budget-Projections.xlsx
https://fred.stlouisfed.org/series/FYONGDA188S
https://pathwaytoprosperity.com/glossary/entitlements/
https://www.cbo.gov/system/files/2023-02/51118-2023-02-Budget-Projections.xlsx
https://pathwaytoprosperity.com/glossary/mandatory-spending/
https://pathwaytoprosperity.com/glossary/discretionary-spending/
https://federalsafetynet.com/entitlement-programs/entitlement-spending/
https://en.wikipedia.org/wiki/Third_rail_(politics)
https://fred.stlouisfed.org/series/FYFSD
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party is willing to take away the punch bowl for fear of losing the next election.

While it’s easy to get distracted by the current worrisome headlines, the real concerns looming on the horizon
are:

e The Social Security Trust Fund runs out of money by 2034 and, if not fixed, benefits will be reduced by
20%. This shouldn’t come as a surprise to anyone. In 2009 Boston College published a short article entitled,
The Social Security Fix-1t Book, which (then) projected the SS Trust Fund would be depleted by 2037,
and provides a variety of simple suggestions as to how to restore solvency.

e The Medicare trust fund will be depleted by 2028; five years from now. Here’s a link to a very good article
that’s easier to understand than the official Medicare trustee’s report.

e Depending on the report, unfunded pension liabilities range between $1.3T and $8.3T. For example,
CalPERS' (the nation’s largest public pension with more than 2 million members) funded ratio dropped
to 74%, meaning the plan will have less than three-quarters of the assets needed to pay for pensions already
promised to workers.

When Earnest Hemingway was asked how he went bankrupt, he famously quipped, “Two ways; gradually and
then suddenly.” In the physical world, engineers use a methodology known as fracture mechanics to identify and
predict the failure of a component or structure due to an existing crack or flaw. Bridges, buildings dams and the
like can be structurally sound for decades if not centuries but, analogous to Hemingway’s financial downfall,
when subjected to an undue stress can collapse quite suddenly. Economic systems are no different. Economies
that on the surface appear robust will lose integrity and eventually become unstable absent fiscal responsibility,
sound monetary policy, rule of law, and property rights. The prosperity that many take for granted requires a
culture that promotes and rewards merit, hard work, innovation, capital, and risk-taking. As nations move further
away from these ideas and principles, the greater the risk of catastrophic failure.

High inflation, a pending recession, bank failures, and a tumultuous stock market, aren’t problems; rather, they’re
symptoms of unsound, unsustainable policies. Over the coming decade we will be facing BIG issues that if ignored
will unquestionably become actual crises. They’re fixable today, but real solutions (as opposed to stopgap
measures) require both sides be open to discussion, operate in good faith, and have a genuine willingness to
compromise.

Mark Lazar, MBA
Certified Financial Planner™
Pathway to Prosperity
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https://www.ssa.gov/policy/trust-funds-summary.html
https://crr.bc.edu/wp-content/uploads/2011/01/social_security_fix-it_e-book_-_sm2.pdf
https://www.cms.gov/files/document/2022-medicare-trustees-report.pdf
https://www.kff.org/medicare/issue-brief/faqs-on-medicare-financing-and-trust-fund-solvency/
https://www.csg.org/2023/05/03/unfunded-pension-liabilities-the-growing-cost-of-retirement/
https://alec.org/article/tackling-8-28-trillion-in-unfunded-state-pension-liabilities/
https://www.calpers.ca.gov/
https://www.calpers.ca.gov/docs/forms-publications/facts-about.pdf
https://retirementresearcher.com/understanding-funded-ratio/
https://reason.org/data-visualization/2022-public-pension-forecaster/
https://pathwaytoprosperity.com/glossary/fiscal-policy/
https://pathwaytoprosperity.com/glossary/monetary-policy/
http://www.pathwaytoprosperity.com/
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WCM Team This Month

Stan

Stan on a hike with Ronda while
visiting clients in AZ

Nicola

Nicola and the crew having
dinner!
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John

Yes, surfing in Utah with Snowcapped
Mountains.

Rees

Celebrating a Birthday at Valters
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Jessica

Jessica and her three sisters Britt, Katie, and
Emerald.

Matt

Matt and Sam with new arrival coming in

August.

Jon

Celebrating South Davis RFC
Rugby State Championship. Jon
is club President and his son
Tainui is a player for the team.
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| Susan

Susan with Tim in St George
=il Visiting Gunlock Reservoir.

A

Stan Goodell, CFP®, Managing Director - Investments | 385-275-3792
Rees Petersen, CFA®, Vice President - Investments | 385-275-3607
John Clower, CFA®, Vice President - Investments | 385-275-3590
Reed Grant, Financial Advisor | 385-275-3797
John Bergerson, CFA®, MBA, Investment Portfolio Associate | 385-275-3608
Matt Brunner, Financial Advisor | 385-275-3795
Jon Metcalfe, MBA, Senior Registered Client Service Associate | 385-275-3793
Nicola Rand, Practice Business Manager | 385-275-3585
Susan Jackey, Senior Client Service Associate | 385-275-3799
Jessica Hymel, Senior Registered Client Service Associate | 385-275-3796
2750 E Cottonwood Parkway, Suite 520, Cottonwood Heights, UT 84121
1389 Center Drive, Suite 200, Park City, UT 84098
Raymond James & Associates, Inc. member New York Stock Exchange/SIPC
Views expressed in this newsletter are the current opinion of the author, but not necessarily those of Raymond James & Associates. The author's opinions are subject to
change without notice. Information contained in this report was received from sources believed to be reliable, but accuracy is not guaranteed. Past performance is not

indicative of future results. There is no assurance these trends will continue or that forecasts mentioned will occur. Investing always involves risk and you may incur a profit or
loss. No investment strategy can guarantee success.

Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or their
respective sponsors. Raymond James is not responsible for the content of any website or the collection or use of information regarding any website's users and/or members.
Raymond James is not affiliated with any of the organizations listed above. Neither Raymond James Financial Services no any Raymond James Financial Advisor renders advice
on tax issues, these matters should be discussed with the appropriate professional. Sector investments are companies engaged in business related to a specific sector. They are
subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks associated with investing in an individual sector,
including limited diversification. Prior to making an investment decision, please consult with your financial advisor about your individual situation. Certified Financial Planner
Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, CFP® (with plaque design) and CFP® (with flame design) in the U.S., which it
awards to individuals who successfully complete CFP Board's initial and ongoing certification requirements.
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