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“The Apocalypse is upon us with the advent of the fifth horseman
of the Apocalypse, now known as MMT”
Spreng Capital Management is an
investment advisory firm with the
Securities and Exchange Commission.
Founded in 1999 by James Spreng,
Spreng Capital has grown to
encompass the very best in service and
support for our clients.
Our client base is quite diverse. With
clients in 23 states, we offer structured,
customized investment management
for individuals, profit sharing plans,
Foundations, endowments and
businesses. We are fee only investment
managers, receiving no commissions
nor do we sell any financial products.
We are paid only by the investment
management fees of our clients. We
advise our clients on financial planning
and manage their assets, making
recommendations based entirely
upon our clients’ needs and goals.
Everyone on the Spreng Capital team
has a vested interest in the success of
our clients’ portfolios. Our team has a
unique blend of experience, youth and
business credentials.
Our use of high quality stocks and
mutual funds along with investment
grade bonds, allows us the opportunity
to deliver consistent long term returns.
We focus on minimizing risk and
volatility, striving ultimately to deliver
the very best after-tax returns possible,
within the constraints you have
established.
There is nothing that signals success
more than referrals from existing
clients. Our success is a result of our
clients’ continued confidence in us and
their willingness to recommend us to
their family and friends.

Yes, the opening is overly melodramatic this time but how else
can one properly describe the absurd idea being bandied about in
Washington and academia. A quick history lesson for those who have
forgotten their Sunday school lessons from 50 years ago. The four
horsemen of the Apocalypse are straight out of the Book of Revelation,
the last chapter in the New Testament of the Bible. The four horsemen
of death are Famine, Pestilence, War and Death riding on white, black,
red and pale horses. When the “end of times” comes, Revelations tells
us that the four horsemen will set a “divine apocalypse” upon the
world. To this we facetiously add “Modern Monetary Theory” as the
fifth horseman!
What is Modern Monetary Theory, hereafter referred to as MMT,
and why has it created such a stir? To simplify our discussions, MMT
adheres to the theory that budget deficits and National debt in the
United States do not matter. The US cannot default on its financial
obligations since the US is basically comprised of all of its taxpayers
and citizens and they cannot default on themselves. We pay for all of
our goods and services with US dollars and therefore, we can just print
more dollars if we need more goods and services. No need to worry
about pesky things like a Federal budget, defense spending, Medicare,
Social Security, interest on the National debt and infrastructure
spending on roads, bridges and the electric grid. While we are at it,
let’s just give everyone a guaranteed income of $100,000 a year. Easily
done, just crank up the government printing presses. This is not a joke.
This is actually being discussed by serious economists and think-tanks
around the US.
Why has MMT gained a foothold among respected economists
and, I hesitate to use this adjective as it is more of an oxymoron,
respected politicians? MMT is an offshoot of the Great Recession of
2008. Central Banks around the World, of which the Federal Reserve
Bank in the US is one, have struggled to stimulate economic growth
over the last 10 years. The Federal Reserve has two mandates, to
support full employment and to control inflation. To this end, the Fed
has targeted an annual inflation rate of 2% per year. While this sounds
benign, remember that even at a low 2% inflation rate per year, $1
today will just buy approximately 60 cents of product 20 years from
now. While the US unemployment rate is currently under 4%, overall
economic growth has been sluggish for the last 10 years. This raises the

“China had 15.2 million births in 2018, nearly 4 times the 3.9 million births in the United States.”
Source-Census Bureau

question if the economic policy of raising and lowering
interest rates by the Federal Reserve, which has been the
staple economic lever to pull and button to push for the
last 100 years since the Federal Reserve was founded in
1913, can do enough in today’s economic environment?
Progressives lament that this approach is too antiquated
for today’s economy and are the predominate supporters
of MMT.
The trip-wires for the push of MMT to the forefront
of serious economic discussion are two-fold. The first is
the current Federal budget deficit that is estimated to
be $1 trillion dollars a year! The US government ran a
$234 billion deficit in the month of February, the largest
monthly budget deficit in history! As recently as 2007, the
nation’s total budget deficit for the entire year was $161
billion! These deficits are totally unsustainable going
forward. The interest on the National debt will eventually
consume all discretionary income for the Federal
budget. The second issue is the presentation of the New
Green Deal by the progressive wing of the Democratic
Party. This is certainly an ambitious project involving
significant changes in the way our economy, and our
lives, would evolve in the future. Many of the projects are
technologically impossible to achieve today. But we only
need to look back to World War II to see what incredible
advances in society were made with government backing
and the support of the people. While certainly worthy of
discussion, the projected price tag for the New Green Deal
is over $1 trillion per year. Trillion dollar annual deficits
during a booming economy, another trillion dollars for
sweeping government involvement in new industries
and let’s not forget, another projected trillion dollars for
infrastructure spending to upgrade our fast approaching
third-world status of our roads, bridges and electric grid,
all will contribute to a monumental National debt. We
have not even begun the discussion of the cost of health
care. What a surprise that MMT would suddenly gain
traction as a way to fund everything. Is there anything
better than never paying off debt, never raising taxes,
giving constituents everything they ever wanted, all by
running the printing presses 24/7?
MMT is really not new, just an old economic theory
with new and improved packaging. Renowned Yale
economist, Robert Shiller, says that MMT is really quite
similar to an idea that supporters of President Franklin

Roosevelt’s New Deal espoused during the Great
Depression. Roosevelt’s acolytes dismissed worries
about rising national debt, indicating that it was fine
because “we owe it to ourselves”. The fallacy of this
thinking is that it is correct only in extreme, theoretical
examples. If everyone had identical government bonds
and paid identical taxes then debt and taxes would cancel
themselves out and any level of government debt would
be meaningless. This is an impossible scenario.
We have run large budget deficits in the US before,
and for very good reasons. The funding of World War II,
social programs during the Great Depression and most
recently, the $789 billion bailout known as TARP for
Troubled Asset Relief Program of the Great Recession of
2008, are all examples of the US government spending
funds they do not have in the Treasury. These examples
of deficit spending all worked out well. They were
not always popular with the electorate. Support for
World War II was nearly unanimous after Pearl Harbor
but leading up to the attack itself, the vast majority of
Americans wanted no part of “Europe’s War” and were
part of a very vocal isolationists movement. You either
loved Franklin Roosevelt or hated him for what he did
for social programs and instituting regulations during the
Great Depression. The mood was anything but united
until War broke out in 1941. Finally, the Great Recession
of 2008 was close to becoming the Great Depression II
without massive federal financial support to prop up the
economy. We are 11 years removed from this intervention
and it still stirs venomous attacks from proponents of a
smaller government.
Proponents of the New Green Deal are 100% correct in
their stated goals. Who can argue with wanting net-zero
greenhouse gas emissions by 2050; creation of millions
of good, high-paying jobs; investment in infrastructure
to meet the challenges of the 21st century; clean air
and water; climate and community resiliency; healthy
food; access to nature; a sustainable environment; and
promotion of justice and equity. If you are concerned
about the world your children and grand-children will
inherit, it is difficult to argue with these basic premises.
Who doesn’t want good jobs, clean air and water, justice
and equity for their descendants? The only thing missing
is Mom, the flag and apple pie. As is always the case, the
devil is in the details…………..and how to pay for it.

“The US government has maintained financial records since 1789 (230 years). From 1789 to 2009 (220 years) our government
created $11 trillion of debt. The last 10 years, our government created another $11 trillion of debt,
reaching a record $22 trillion.” Source-Treasury Department

“27% of 1000 Millennials surveyed in July of 2018 spend more money on coffee each month that what they set aside
and invest monthly for their eventual retirement.” Source-Lendedu.com

This is how we have migrated to the premise that MMT
is the answer to all of our problems. It sounds wonderful,
it really does. We never would have to make a hard
economic decision as a country again. If inflation would
start to rise too high due to the massive printing of money,
then the Federal Reserve would just step in and start to
aggressively raise interest rates until the economy cooled
off and inflation was contained. After the public trip to
the woodshed that President Trump gave the Federal
Reserve Board last fall, does anyone really believe that
the Federal Reserve is truly independent and will not
succumb to political pressure in the future and have the
courage to raise interest rates if needed?
I know that I am old and crotchety but I have always
clung to this quaint notion that debts are supposed to be
paid. Fortunately, most prominent economists and leaders
in academia are agreeing with us that MMT is a really bad
idea in its purest sense. Deficit spending is a good thing
and desperately needed in extreme circumstances like
those that we have talked about in previous paragraphs.
We struggle to understand the need for trillion dollar
annual budget deficits when the economy is as healthy as
it has been in 25 years. We have talked many times about
our support for a rise in gasoline taxes to pay for the huge
infrastructure needs that we have as a country. We view
this not as a tax or an income redistribution effort but as
an investment in our country and in current and future
jobs. Will MMT become a hot topic on the campaign
trail over the next 19 months? Probably, at least in the
Democratic Primary as a few try to separate themselves
from the teeming masses that appear to be running. We
will see how this plays out. At least at this moment, MMT
is just being discussed as an option to pay for everything
everyone wants to give away to buy votes. We urge you
to pay attention to candidates from BOTH parties as they
try to explain how they will pay for the goodie bags that
they want to give away.
Enough proselytizing, how are the economy and your
investments, and even more important, what are our
thoughts going forward? The economy is doing very well,
it really is. Rising interest rates were an issue in late 2018
but the Federal Reserve has indicated that they will be
taking a “wait and see” attitude towards any more interest
rate hikes in 2019. Most large banks were projecting as
many as 4 more interest rate hikes in 2019. Now it is

difficult to find anyone who thinks interest rates will rise
at all in 2019. There is even discussion that interest rates
will be cut before they would go up again. Interest rate
stability is a good thing for the sale of big ticket items like
homes and cars and equipment for business.
The unemployment rate is incredibly low, under 4%.
However, wage hikes still remain stubbornly subdued.
China is very good at exporting low wages. There also are
more people working multiple part time jobs because
they cannot find a good enough full time job. Health care
costs continue to rise every year which puts a damper on
business growth and savings rates at the family level.
The quarter just completed was a very good quarter for
the US equity markets. However, to be fair, all we really
did was recover what had been lost in the 4th quarter
of 2018. The S&P 500 Index is still 3% below where it
closed on September 28, 2018. While the US economy
is chugging along quite nicely there are dark clouds on
the horizon that may soon reach our shores. The “Trade
Tiff” with China shows no signs of abating in the short
run. Congress and the Administration show no signs of
being able to work together for anything meaningful in
infrastructure spending. Germany, the largest economy
in the Eurozone, is teetering on the verge of an actual
declared recession. England’s divorce from the European
Union is an absolute train wreck. Brexit, as it is called,
after two years of negotiations, is now to the point that
it appears England will just walk away from the European
Union which will ignite a plethora of lawsuits. This exit
will be tied up in the courts for years to come. Nothing
good will come from this messy exit except billions of
dollars in legal fees!
We live in a global economy. These issues in other
countries and their economies will eventually filter down
to the US economy. Are we on a “recession watch” for the
US economy? Of course we are, but it may be years in the
future. Australia has gone 25 years without a recession.
Australia’s economy is not nearly as large, vibrant or as
interdependent as the US economy is upon the rest of
the world’s economies. This interconnectedness does
make the US economy more vulnerable to the vagaries of
the world’s trading partners.
We understand that our task as investment managers
and financial planners is to anticipate the markets and

“For the 13 consecutive years from 1951-1963, the top individual marginal tax rate was at least 91%.
The top individual marginal tax rate for 2019 was 37%.” Source-Internal Revenue Service

position our clients accordingly. That is why we just spent
the time trying to explain Modern Monetary Theory to
you. If this concept of debt were to become widespread
in its usage, it would have an incredible impact upon
what were originally thought to be “risk-free” US Treasury
bonds. It would radically alter how portfolios were
positioned in the future! We don’t think pure MMT will
be instituted any time soon but listen carefully to political
candidates over the next 19 months. We think you may
be surprised how often you hear MMT or something
similar to it espoused on the campaign trail.

If you have questions about your holdings or about the
general condition of the economy, please contact us at
once. If we do not have a current email address for you
would you please email us and allow us to add you to our
regular list of clients with whom we correspond. Our email
addresses are jspreng@sprengcapital.com, tbrown@
sprengcapital.com and lemory@sprengcapital.com
Please be assured that we are monitoring market
situations at all times. Please mark your calendars for
Wednesday, September 4th 2019 for our annual Client
Appreciation Evening.

If you don’t remember anything else from this
newsletter please remember this from Tracy Alloway
a financial blogger. “Risk is not a fluctuating account
value. Real risk is arriving at a point later in your life and
discovering that you have not saved enough or taken
enough risk with your investments to lead the lifestyle
that you had hoped to lead.” You don’t want to take more
risk than is necessary, but there is no reward without risk.
Volatility always accompanies risk.

If there have been any changes in your financial
circumstances of which we should be made aware,
please notify us at once. If you would like a copy of our
most recent Form ADV or our Privacy Policy, please call
the office. If you have not visited our website, please do
so at www.sprengcapital.com

We are excited and optimistic about the future both for
you and for our firm. We continue to receive large influxes
of new funds thanks to you and your many referrals that
we receive every month. No one said securing a viable
financial future is easy; nor should it be. There are many
challenges and headwinds that we will face every day.
The markets contain risk and they offer reward. Our task
is to balance the two and to deliver good returns with an
acceptable amount of risk.

We appreciate the opportunity to work with you, your
families and your businesses. We are very grateful for the
many referrals that you have provided to us. We can think
of no greater compliment than to have you recommend
us to your family and friends. We will continue to do our
very best to provide you with healthy, consistent returns
with a minimum of risk. Always remember, “Investing is a
marathon, not a sprint.”

“Investing is a marathon,
not a sprint.”
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