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Disclaimer/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.

The views and opinions expressed are those of Endowment Wealth Management 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.
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Stock Market
 Bubble or reversion to the mean?
 Earnings drive stock prices
 Margins peaking but can remain high
 New era of lower stock returns?
 Normal valuations
 Lack of irrational exuberance
 Chinese Stock Markets
 Fed Liftoff & Stocks
 Yield Curve & Stocks
 US Dollar & Stocks

Point of  View
July 2015
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Stock market bubble?
Bubble baloney

Source: Standard & Poor’s. Data through July 2, 2015.

This picture has some 
investors thinking 
“bubble.”

+20% per year for 
3 years.

Understandable 
sentiment, but 
unlikely.

That’s because the 
last three years have 
actually been “catch-
up” to the norm.

Dec 1996
Alan Greenspan 

postulates
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Stock market arithmetic
Total return = 7.4% earnings-driven price + 2.1% dividends reinvested

Neither of these 
indexes presently look 
like bubble territory. 
They are right in line 
with their long-term 
trend rates of 
appreciation.

+9.5% per year S&P 
500 total return over 
the last 25 years is 
right 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 June 2015.1 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.

S&P 500 w/ 
dividends 
reinvested

S&P 500

+9.5%1 growth 
path

+7.4%1 growth 
path
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Source: Standard and Poor’s. Data through March 2015. 1 Compound annual growth rate.

Stock market arithmetic
S&P 500 earnings drive stock prices

S&P 500 earnings 
have trended higher 
at approximately 
+7.4% CAGR1 for the 
last 25 years.

It is not 
unreasonable to 
expect that 
economists’ roughly 
+3% GDP growth 
forecast could result 
in a continuation of 
+7% S&P 500 
earnings growth.

S&P 500  
earnings

Shaded bands 
represent recessions.

+7.4%1 growth 
path
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Overvaluation?
S&P 500 vs. 17X actual and estimated earnings

S&P 500 
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Red line
This is not a forecast or prediction!
It is simply a calculation of 17X actual and estimated 2015 and 2016 S&P 
500 earnings1.

1 Estimated 2015 and 2016 bottom-up S&P 500 earnings per share as of June 25, 2015: for 2015, $119.06; for 2016, $133.74. Sources: Yardeni Research, 
Inc. and Thomson Reuters I/B/E/S survey of consensus estimates. Standard and Poor’s for index price data through July 2, 2015; and actual earnings data 
through 2014.

17X

7www.EndowmentWM.com



8

Stock market
S&P 500 sector earnings forecasts – all but energy headed higher

Source: Standard & Poor’s. Earnings estimates are based on the Capital IQ consensus forecast. Data as of June 29, 2015.   

Accelerating
earnings growth is 
forecast in almost 
every sector but 
energy. 

Analysts have a 
tendency to be 
too optimistic and 
these estimates 
will probably be 
shaved over time.

But, we think, 
investors 
understand that 
the weak +2% 
2015 S&P 500 
earnings growth 
forecast is due to 
the collapse of 
energy sector 
earnings… and the 
rest look good.
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Sources: Standard & Poor’s Corporation, Capital IQ and Thomson Reuters I/B/E/S earnings estimates, BLS. Stock price data through July 2, 2015; inflation data 
through April 2015. Top panel, latest data point: 2077 ÷ trailing earnings of $119.25(e) through 3/31/15 = 17.4X. 1S&P 500 at 2077 ÷ 2015 EPS(e) $119.06.

Overvaluation?
Valuation – S&P 500 P/E ratio

The S&P 500’s P/E 
ratio (7/2/15) on 
consensus 2015 
bottom-up 
operating 
earnings estimate 
is 17.4X1.
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Stock market
S&P 500 – economic fundamentals are in the drivers seat

Source: Standard and Poor’s, data through July 13, 2015.

1/6/15
Oil sinks 

below $50
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3/6/15
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Feb jobs 
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October 2014
QE3 ends, Fed rate  hike
jitters.  global slowdown

worries
-9.8%

4/6/15
Stocks rally 

on weak 
Mar jobs
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Stocks drop 
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Fed to be
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raising rates
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The Fed has figured in to most of the  
stock market’s moves. 

However, each bout of taper tantrum 
& now rate hike jitters has resolved 
to the upside on steadily improving 
U.S. economic data.
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Source: Bloomberg.com. Data through July 8, 2015.
1 The Wall Street Journal, July 9, 2015.

China
Shanghai composite index

+158%

* … and, local investors  interpreted the move as a vote of world-wide confidence in the 
outlook for Chinese stocks … and started piling in.

November 2014: 
Chinese government  
cut interest rates and 
gave foreign investors 
first-ever access.*

“Individuals account for 80% of all transaction in Chinese stock markets. 
… China’s stock market is a small factor in the overall economy. Relatively 
few individuals own stocks, and most companies get funding through bank 
loans rather than selling shares.”1

June 9, 2015: MSCI 
decided not to 
include mainland-
listed shares in its 
Emerging Markets 
Index.
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Source: Bloomberg.com. Data through July 8, 2015.

China
Hong Kong Hang Seng composite index

+32%

The Hong Kong index is composed of China’s biggest public companies and 
shares are predominately held by global institutional investors.
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Federal Reserve policy
Initial fed funds rate hikes and the S&P 500

Yes, initial fed 
funds rate hikes 
have caused the 
stock market to 
stutter.

But, following the 
initial stutter stocks 
have continued 
higher even as the 
Fed has repeatedly 
hiked rates … until 
fed funds have 
approximated bond 
yields.

Sources: NBER, Federal Reserve and Standard & Poor’s. Data through June 2015. 

S&P 500

Shaded bands 
represent recession.
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Federal Reserve policy
Fed’s key policy lever is the yield curve

Source: U.S. Department of the Treasury. 

This is an inverted 
(negative) yield curve 
resulting from the 
Fed’s raising the Fed 
Funds target rate (1 
mo. maturity) to 
5.23%. 

Today’s is a steeply 
positive yield curve
resulting from the 
Fed’s pushing  the Fed 
Funds target rate (1 
mo. maturity) to zero. 
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Lenders (banks and non-banks) tend to 
borrow short and lend long. Hence, as 
their cost of funds rise compared to the 
interest they earn on loans, they curtail 
their lending activity, putting a damper 
on the economy.

This policy lever is the Fed’s key means 
to act as a governor on the economy in 
order to forestall inflation.
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Federal Reserve policy
Yield curve has been key to the stock market

Steep yield curves –
high bond yields 
compared to Fed 
Funds rates – are 
consistent with 
strong GDP growth.

Flat or negative 
yield curves have 
preceded 
recessions. 

Flat or negative 
yield curves have 
signaled bear 
markets in stocks.

Conversely, we 
haven’t had a sharp 
correction without 
a sharp downward 
move in the yield 
curve.

Sources: Federal Reserve, Standard and Poor’s. Data through June 2015. 1The differential between the interest rate on Fed Funds 
(short term) and the 10-year Treasury bond (long term). 
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Strong dollar bad for stocks?
S&P 500 vs. $USD

Source: Standard and Poor’s, Federal Reserve. Monthly data through June 2015.

Strong dollar bad for 
stocks?

The argument is 
often made that a 
stronger dollar 
makes it tougher for 
exporters and foreign 
currency translation, 
hurting earnings and, 
thus, stock prices.

The record illustrates 
bull markets in 
periods of both rising 
and falling $USD.
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Economy
 Forecast snap-back to ~3% GDP growth
 PMIs, LEI, new jobs, personal spending, 

job openings, car sales, housing starts, 
bank credit, household net worth – all 
supportive

 “Goldilocks” is a good description

Point of  View
July 2015
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Sources: Bureau of Economic Analysis, actual data through March 2015; The Wall Street Journal survey taken June 2015.

Consensus U.S. economic forecast
Weak Q1 GDP to be followed by snap-back 

Weak Q1 but it’s still a 
Goldilocks forecast … 
healthy economic 
growth with benign 
inflation.

The 70 economists 
surveyed by The Wall 
Street Journal in early 
June on average see 
strong snapback 
following  Q1 
contraction.
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Source: U.S. Department of Labor, NBER. Data through May 2015.

Job openings 
at a record 
high.

Economic data - jobs
Job openings – record high 
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Source: Federal Reserve, schedule  H8. Data through June 2015, released July 10, 2015. 

Economic data
Bank credit – recovery in a key economic driver

Bank credit is 
the lifeblood of 
economic 
expansion.

Bank lending is 
finally kicking 
into full 
recovery mode.

Shaded band 
indicates recession.
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The Conference Board Leading Economic Index® (LEI) components: 1) average weekly hours worked, manufacturing; 2) average weekly initial 
unemployment claims; 3) manufacturers’ new orders – consumer goods and materials; 4) ISM index of new orders; 5) manufacturers’ new orders, 
nondefense capital goods; 6) building permits – new private housing units; 7) stock prices, S&P 500; 8) Leading Credit Index™; 9) interest rate 
spread; 10-year Treasury less fed funds; 10) index of consumer expectations.

Source: ©The Conference Board. Data through May 2015, released June 18, 2015. 

Economic data
U.S. Index of  Leading Economic Indicators (monthly) 

“The U.S. LEI 
increased sharply 
again in May, 
confirming the 
outlook for more 
economic expansion 
in the second half of 
the year …”

The Conference Board
June 18, 2015

Shaded areas 
represent recession. 
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Economic Data rest-of-world
World GDP growth forecasts – improving growth expected

Source: OECD, Economic Outlook, June 2015. 
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Despite events in Greece 
and China I’m not aware that 
these June global forecasts 
have been cut.
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Inflation
 Headline near zero, more in the core
 Oil plunge’s (transitory) effect on headline 
 Goods vs. services inflation
 Employment costs heating up
 Key distinction between money supply and 

monetary base

Point of  View
July 2015
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Inflation
PCE – headline and core

Headline inflation 
(PCE) has plunged 
with the y/y plunge in 
gasoline, diesel and 
fuel oil prices.

Inflation ex-food and 
energy (core PCE) is 
higher than core but  
well below the Fed’s 
2% target. 

Source: NBER, BEA and Federal Reserve Bank of St. Louis. Data through May 2015. 

Shaded bands 
represent recessions.
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25

Source: The Wall Street Journal, July 13, 2015. 

Economic data – inflation
Goods vs. services inflation
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Source: Bureau of Labor Statistics and BLS. Data through May 2015. 

Economic Data – consumer spending
Consumer inflation by expenditures category
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Source: Bureau of Labor Statistics. Quarterly ECI and ECEC data through March 2015; monthly PCE data through May 2015.
1 Employment Cost Index. 2 Employer Costs for Employee Compensation.
The BLS ‘s ECI is built with fixed weights for individual industries and occupations. The BLS’s ECEC industry and occupation weights 
change with the changing structure of the workforce. 

Wage and benefit 
pressure is picking up. 
The ECEC surged.

Because wages, salaries 
and benefits are 
companies’ biggest 
single cost, they are 
also the biggest single 
inflation factor for the 
economy as a whole. 

Inflation (PCE deflator) 
generally runs lower 
than measured ECI 
inflation because 
higher employment 
costs can be offset by 
productivity gains.

See next two charts.

Inflation
Employment cost index and inflation

PCE Deflator +0.2%
Shaded bands 

represent recessions.
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Federal Reserve policy
Dual mandate, dovish Fed

Fed’s dual mandate: 
 full employment 
 2% inflation
It may take until well 
into 2016 to regain 
full employment 
(dotted lines).

The Fed forecasts a 
return to 1½% to 2% 
inflation even though 
their forecasts have 
been consistently too 
high. Low inflation 
gives the Fed ample 
room not to raise the 
Fed Funds target rate.
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Bond Yields
 Forecasts have grossly missed
 Forecast for steady rise to 3¾% 
 Real yield back to normal
 Pressure on yields from declining federal 

deficit
 Pressure on yields from ECB’s QE capping 

euro bond yields 
 … but, eventually inflation will pick up

Point of  View
July 2015
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Bonds
Higher yields ahead?

Source: Barron’s, July 13, 2015.

This cover story could have 
run four years ago.

But … sooner or later it will 
not be a good idea to own 
bonds. 

Stay short. Ladder 
maturities to capture rising 
yields.
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Source: Federal Reserve. Data through July 1,  2015.
1 Average of economists’  forecasts from The Wall Street Journal ‘s monthly surveys taken November 2011, January 2014, September 2014 and April 2015.

Bond yields 
Much lower than expected bond yields

Lower than expected 
bond yields have 
been the big surprise 
for the last four years. 

Where yields go from 
here depends on the 
inflation data and 
supply and demand 
for bonds.

Inflation is very low 
and apt to remain so. 
The rate of net new 
supply of U.S 
Treasury bonds will 
be close to flat. 

QE 1 QE 2

3/2/11: Bill Gross: with 
the end of QE2, bond 
yields are likely to go 
"higher, maybe even 

much higher."
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Sources: Federal Reserve, BLS. Bond yield data through June, 2015. 1 One-year percent change in the consumer price 
index (CPI), data through May 2015. 2 Real yield equals nominal 10-year U.S. Treasury bond yield (grey line) minus inflation 
(black line).

The End of  QE
Real yield = 10-year U.S. Treasury bond yield – inflation (CPI)

In theory, a lender 
(owner of a 10-year  
U.S. Treasury bond) 
should require a real 
rate of interest (for 
the use of his money 
over the term of the 
loan) plus 
compensation for the 
loss of purchasing 
power (an inflation 
premium).

With the latest CPI 
reading 0.0% 
year/year, the real 
yield has climbed to 
2.43% – higher than 
the past decade’s 
average.

2.43%    nominal
- 0.00% CPI
2.43%       real

Nominal 10-year U.S. 
Treasury Yield

Inflation1
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Bond yields – why so low? 
Federal deficits – declining

Source: Congressional Budget Office, The Budget and Economic Outlook: Fiscal Years 2015 to 2025, dated January 2015.

CBO is projecting 
diminishing 
growth in federal 
borrowing 
requirements 
through 2017.
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Household balance sheets
 Fully repaired 
 Financial obligations ratio at record low
 Runaway growth and rising delinquencies in 

student loans

Point of  View
July 2015
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Irrational exuberance?
Good for consumer spending but not irrationally exuberant

Source: The University of Michigan Survey Research Center, data through June 2015.

Consumer 
sentiment has 
finally normalized 
seven years 
following the 
collapse. 

You have to go 
back a generation –
more than 30 years 
– to find consumer 
sentiment as low 
as it got through 
the recent crisis. 

June at 96.1 is a 
return to normal.

Shaded bands 
represent recessions.

40

50

60

70

80

90

100

110

120

Feb-60
O

ct-61
Jun-63
Feb-65
O

ct-66
Jun-68
Feb-70
O

ct-71
Jun-73
Feb-75
O

ct-76
Jun-78
Feb-80
O

ct-81
Jun-83
Feb-85
O

ct-86
Jun-88
Feb-90
O

ct-91
Jun-93
Feb-95
O

ct-96
Jun-98
Feb-00
O

ct-01
Jun-03
Feb-05
O

ct-06
Jun-08
Feb-10
O

ct-11
Jun-13
Feb-15

U
 M

ic
h 

Co
ns

um
er

 S
en

tim
en

t I
nd

ex
 

(Q
1 

19
66

=1
00

)

1980
recession,  crude > doubled  

14% inflation, silver bubble/burst 
stocks flat for > 10 years

2007-8/2011
global financial crisis, recession, 

U.S. debt downgrade, 
stocks flat for > 10 years 

normal
sentiment 

stock market 
bubble

35www.EndowmentWM.com



Households’ financial 
and other net assets

All other household 
net assets

Household 
net worth

Consumer credit

Source: Federal Reserve. Data through March 2015, released June 11. 1Compound annual growth rate. 
$8.0E+07 = $80 trillion.

Household net 
worth has fully 
recovered.

Economic data – consumer spending
Household net worth

Household 
Net Worth

trendline CAGR1
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0.0E+00

1.0E+07

2.0E+07

3.0E+07

4.0E+07

5.0E+07

6.0E+07

7.0E+07

8.0E+07

1990Q
1

1990Q
4

1991Q
3

1992Q
2

1993Q
1

1993Q
4

1994Q
3

1995Q
2

1996Q
1

1996Q
4

1997Q
3

1998Q
2

1999Q
1

1999Q
4

2000Q
3

2001Q
2

2002Q
1

2002Q
4

2003Q
3

2004Q
2

2005Q
1

2005Q
4

2006Q
3

2007Q
2

2008Q
1

2008Q
4

2009Q
3

2010Q
2

2011Q
1

2011Q
4

2012Q
3

2013Q
2

2014Q
1

2014Q
4

Ho
us

eh
ol

d 
N

et
 W

or
th

 ($
)

Real estate and stock 
market bubble.

Stock market 
bubble.

36www.EndowmentWM.com



Student loans 
comprise 10% of 
total household 
debt outstanding.

Economic data – student loans
Household debt composition

Households’ financial 
and other net assets

All other household 
net assets

Household 
net worth

Consumer credit

Other

Consumer Credit

Mortgages

Source: Federal Reserve Bank of New York, Quarterly Report on Household Debt and Credit, May 2015.
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Student loans $1.2 
trillion and growing 
3X faster2 than total 
household debt.

Economic data – student loans
Runaway growth in student loans

Households’ financial 
and other net assets

All other household 
net assets

Household 
net worth

Consumer credit

Other

Consumer Credit

Mortgages

Mortgages
HE revolving
Auto loans

Credit cards 
Other

Student loans

Source: Federal Reserve Bank of New York, Quarterly Report on Household Debt and Credit, May 2015.
1 CAGR = compound annual growth rate. 2 14.2% CAGR compared to 4.2% CAGR for total household debt, including mortgages.
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Student loan 
delinquency is high 
and rising.  

Economic data – student loans
Household debt delinquency rates

Households’ financial 
and other net assets

All other household 
net assets

Household 
net worth

Consumer credit

Other

Consumer Credit

Mortgages

Source: Federal Reserve Bank of New York, Quarterly Report on Household Debt and Credit, May 2015.
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Jobs
 Better  May/June new jobs 
 Record job openings
 Strong private sector, public sector drag
 Strong relative U.S. job formation long-term 
 Modest nominal, strong real wage growth
 Mean and median incomes bottomed
 Myth: “… but we’re not creating good jobs”

Point of  View
July 2015
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Economic data - jobs
Employment

Source: Bureau of Labor Statistics. Data through June 2015.

Both surveys 
have been 
trending 
gradually 
higher. 
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Source: Bureau of Labor Statistics; data through June 2015.
1 2010 census hiring spike.

Economic data - jobs
Private jobs rising, government jobs finally turning higher

Private sector jobs 
recovery looking 
good. 

Government jobs 
recovery is stalling. 

Private jobs 
(left axis)

Shaded bands 
indicate recession.

Government jobs 
(right axis)
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Economic data - jobs
Labor force participation rate

Source: Bureau of Labor Statistics. Data through June 2015. 

Participation rate is 
in a structural
decline driven 
largely by 
demographics.

Recessions drive 
cyclical slides in the 
participation rate. 
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Economic data - jobs
Labor force participation rate

1 Janet Yellen speech July 10, 2014.
2 Brookings Institute, Labor Force Participation, Recent Developments and Future Prospects, Fall 2014.

Let's first consider the labor force participation rate. It 
continued to decline substantially after the recession ended, 
with the pace of those declines slowing only over the past 
year or so even as the unemployment rate has continued to 
fall. Many working-age people who are not in the labor force 
have chosen that status voluntarily; examples would include 
retirees, teenagers and young adults in school, and people 
staying home to care for children and other dependent family 
members. Even in a stronger job market, it is likely that many 
of these individuals would prefer not to work. And, indeed, a 
noticeable portion of the decline in labor force participation 
seen over the past decade or so clearly relates to the aging of 
baby boomers and their ongoing retirements. However, the 
pace of decline in the participation rate accelerated during 
the recession, as some individuals who lost their jobs became 
discouraged and stopped looking for work. It appears that, 
despite a drop in the participation rate reported in June, the 
pace of this decline has slowed since early last year. 
Nevertheless I think a significant number of individuals still 
are not seeking work because they perceive a lack of good job 
opportunities, and that a stronger economy would draw some 
of them back into the labor force. 1

Janet Yellen

ABSTRACT Since 2007, the labor force participation rate 
has fallen from about 66 percent to about 63 percent. 
The sources of this decline have been widely debated 
among academics and policymakers, with some arguing 
that the participation rate is depressed due to weak 
labor demand while others argue that the decline was 
inevitable due to structural forces such as the aging of 
the population. In this paper, we use a variety of 
approaches to assess reasons for the decline in 
participation. Although these approaches yield 
somewhat different estimates of the extent to which 
the recent decline in participation reflects
cyclical weakness rather than structural factors, our 
overall assessment is that much of the decline is 
structural in nature. As a result, while we believe some
of the participation rate’s current low level is indicative 
of labor market slack, we do not expect the rate to 
substantially increase from current levels as labor
market conditions continue to improve. 2

Brookings Institute
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Source: BLS, BEA. Wage data through June 2015. Inflation data through May 2015.
1 Compound annual growth rate March 2006 through December 2008 = 3.4%; CAGR December 2008 through June 2015 = 2.0%.
2 March 2006 average hourly earnings of $20.05 inflated by the personal consumption expenditures deflator (PCED).

Wages – middle class wage stagnation?
Average hourly earnings vs. inflation

The trend in AHE 
remains steady at 
+2.0% y/y growth –
down from the pre-
recession rate of 
+3.4%.

AHE growth has 
outstripped inflation. 

Real wages have 
grown … at a better 
clip than pre-
recession because 
inflation has been 
declining.

3.4% CAGR1

Shaded band 
represents recession.

Average hourly 
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Source: BLS. Data through June 2015.

Wages – middle class wage stagnation?
Real wages surge lately

This is another look 
at the data 
presented in the 
previous chart.

Real wages are 
computed by 
subtracting inflation 
from nominal wages. 

Over the past two 
years, with inflation 
having dropped so 
low, real wage gains 
have surged.

Real Wages 
% Change Y/Y

Shaded band 
reperesents recession.
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Medicare and Medicaid

Social Security

Middle class income stagnation?
Median and mean household income

Real household income 
has been tracing a 
sluggish recovery post-
recession.

Good news is that both 
have bottomed.

Source: U.S. Census Bureau. Income and Poverty in the United States: 2013, issued September 2014. 
1 The Census Bureau’s income estimates are based solely on money income before taxes and do not include the value of non-cash benefits such as 
food stamps, Medicare, Medicaid, public housing and employer-provided fringe benefits. 
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Jobs … “but the jobs we’re creating aren’t ‘good’ jobs.”
All jobs by category (average hourly earnings in parentheses)
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Leisure and hospitality ($14.10)

Other services ($22.17)

Trade, transportation and utilities ($21.49)

Source: Bureau of Labor Statistics; data through December 2014 Mining and logging ($30.70) is the small sliver between 
Financial activities and Professional and business services. 

Manufacturing ($24.87)

Education and health services ($24.90)

Construction ($26.81)

Professional and business services ($29.48)

Financial activities ($31.05)

Information ($34.35) In 1950, 
manufacturing jobs 
were 37% of total 
jobs. Today that 
figure is 10%.

Some 
manufacturing jobs 
have been replaced 
by lower-paying  
jobs in leisure and 
hospitality; but 
many more have 
been replaced by 
higher-paying jobs 
in health services 
and professional 
and business 
services.  
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Crude oil
 No price recovery in sight
 17 consecutive oversupply months
 Record 3 mmbpd supply/demand imbalance 
 U.S. rig count down -60%, production up
 Oil is hitting inflation hard

Point of  View
June 2015
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Oil
World crude oil production – U.S. shale oil explosion 

Source: U.S. Energy Information Agency, Short-Term Energy Outlook, June 2015. For non-OPEC producers the figures include crude oil plus liquids 
production. For OPEC producers the figures include crude oil but exclude liquids. 

U.S. shale 
production has 
upset the global 
supply/demand 
equilibrium. 

Saudi Arabia has 
borne the brunt 
of the production 
cuts while others 
in OPEC have 
increased.

Saudis decided 
not to take it any 
more!
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Oil
World crude oil supply vs. consumption

Source: U.S. Energy Information Agency, Short-Term Energy Outlook, June 2015, data through May 2015.  Includes condensate and natural gas liquids.

In 2014 and so far 
in 2015, global 
supply surged, 
outstripping 
demand growth, 
driving prices 
down. 

Supply has now 
outstripped 
demand for 17 
consecutive 
months.

Record 3 mmbpd 
oversupply.
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Oil
U.S. drilling plunge

Source: U.S. Energy Information Agency, Baker Hughes. Rig count through July 10, 2015. Crude oil production through July 3, 2015.

U.S. oil rig count 
down -60%, 
production still 
rising. 

How long before 
crude production 
follows suit?
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Federal budget
 CBO’s June 2015 forecast
 looks good for a few years …
 … but the entitlements problem hasn’t 

gone away

Point of  View
June 2015
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Medicare and Medicaid

Other Federal Noninterest Spending

What happened to the debt crisis?
Federal revenues and outlays – a rising spending problem 

Source: Congressional Budget Office, The 2015 Long-Term Budget Outlook, dated June 2015.
1 American Taxpayer Relief Act.

Narrowing, then  
widening, gap 

between outlays 
and revenues 
through 2025.
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The ATRA1 tax hikes 
of 2013 help push tax 
revenue up to 18% of 
GDP.
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Bond yields – why so low? 
Federal deficits – declining

CBO is projecting 
diminished federal 
borrowing 
requirements 
through 2017.
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Source: Congressional Budget Office, The 2015 Long-Term Budget Outlook, dated June 2015.
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Medicare and Medicaid

Social Security

Other Federal Noninterest Spending

What happened to the debt crisis?
Federal debt % of  GDP

Debt % of GDP 
improves 

through 2018, 
then increases. 

Source: Congressional Budget Office, The 2015 Long-Term Budget Outlook, dated June 2015.
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57

Source: IMF, World Economic Outlook Database, October 2014. Data for years (from left to right)  2011-2019. For all countries except the U.S.: actual 
data for 2011-2013, estimates for 2014-2019. For the U.S.: actual data for 2011-2012, estimates for 2013-2019

Medicare and Medicaid

Social Security

Other Federal Noninterest Spending

Deficit spending
Government debt-to-GDP ratios (2011-2019)
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Medicare and Medicaid

Social Security

Other Federal Noninterest Spending

What happened to the debt crisis?
Projected federal spending1

Defense (+0.4%)

All other discretionary (+0.0%)

Entitlements are 
on autopilot and 
interest expense 
keeps growing as a 
share of total 
spending as the 
debt accumulates.  

Source: Congressional Budget Office (CBO), The 2015 Long-Term Budget Outlook, June 2015. 1CBO’s 10-year and extended baselines are meant to serve as 
benchmarks for measuring the budgetary effects of proposed changes in federal revenues or spending. They are not meant to be predictions of future 
budgetary outcomes; rather, they represent CBO’s best assessment of how the economy and other factors would affect revenues and spending if 
current law generally remained unchanged.
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Medicare and Medicaid

Social Security

Other Federal Noninterest Spending

What happened to the debt crisis? 
Federal debt % of  GDP through 2040

Source: Congressional Budget Office (CBO), The 2015 Long-Term Budget Outlook, June 2015. 1CBO’s 10-year and extended baselines are meant to serve as 
benchmarks for measuring the budgetary effects of proposed changes in federal revenues or spending. They are not meant to be predictions of future 
budgetary outcomes; rather, they represent CBO’s best assessment of how the economy and other factors would affect revenues and spending if 
current law generally remained unchanged.
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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 Endowment Wealth Management, Inc. 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.

Disclaimer/Important Information

60www.EndowmentWM.com



Contact Us:

Thomas P. Remley, thomas@endowmentwm.com, (920) 785-6015
Robert L. Riedl, rob@endowmentwm.com, (920) 785-6011

Prateek Mehrotra, prateek@endowmentwm.com, (920) 785-6009

Heidi Buhler,  heidi@endowmentwm.com, (920) 785-6013

Endowment Wealth Management, Inc.
2200 N. Richmond Street, Suite 200
Appleton, WI 54911
Office: 920-785-6010   Fax: 920-277-0521

Tim Landolt, tim@endowmentwm.com, (920) 785-6012
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