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• Examine the factors that are contributing to our  “K-
Shaped” economy

• Determine the indicators that might lead to a recession
• Analyze how the economy is  impacting local government 

budgets



How High Can the Stock Market Go?
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S&P 500 Price Index
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Dec. 31, 1996
P/E (fwd.) = 15.9x

741

Oct. 9, 2002
P/E (fwd.) = 14.1x

777

Mar. 24, 2000
P/E (fwd.) = 25.2x

1,527

Oct. 9, 2007
P/E (fwd.) = 15.1x

1,565

Mar. 9, 2009
P/E (fwd.) = 10.4x

677

Feb. 19, 2020 
P/E (fwd.) = 19.2x

3,386

Mar. 23, 2020
P/E (fwd.) = 13.3x

2,237

Jun. 4, 2024
P/E (fwd.) = 20.5x

5,291Characteristic 3/24/2000 10/9/2007 2/19/2020 1/3/2022 6/4/2024
Index Level 1,527 1,565 3,386 4,797 5,291
P/E Ratio (fwd.) 25.2x 15.1x 19.2x 21.4x 20.5x
Dividend Yield 1.4% 1.9% 1.9% 1.3% 1.5%
10-yr. Treasury 6.2% 4.7% 1.6% 1.6% 4.3%

-25%

Jan. 3, 2022
P/E (fwd.) = 21.4x

4,797

+48%

Oct. 12, 2022
P/E (fwd.) = 15.7x

3,577



Consumer Confidence Lagging
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Consumer Sentiment Index and subsequent 12-month S&P 500 returns

Apr. 
2021: 
-1.2%

Apr. 2020: 
+43.6%

Feb. 2020: 
+29.0%

Jan. 2015: -2.7%

Aug. 2011: 
+15.4%

Nov. 2008: 
+22.2%

Jan. 2007: 
-4.2%

Oct. 2005: 
+14.2%

Jan. 2004: 
+4.4%

Mar. 2003: 
+32.8%

Jan. 2000: -2.0%

Oct. 1990: +29.1%

Mar. 1984: +13.5%

May 1980: 
+20.0%

May 1977: +1.2%

Feb. 1975: 
+22.2%

Aug. 1972: 
-6.2%

Jun. 2022: +17.6%
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Average: 84.6

Sentiment cycle turning point and subsequent 
12-month S&P 500 Index return

Avg. subsequent 12-mo. S&P 500 returns
  9 sentiment peaks +3.5%
  9 sentiment troughs +24.1%

Recession



Concentration Concerns
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P/E ratio of the top 10 and remaining stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500
Next 12 months, 1996 - present % of market capitalization of the S&P 500

Earnings contribution of the top 10 in the S&P 500
Based on last 12 months’ earnings
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32%

36%
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Jun. 4, 2024: 35.9%

Jun. 4, 2024: 27.0%

Current Average % of avg.
Top 10 28.5x 20.4x 140%
Remaining stocks 17.5x 15.7x 112%
S&P 500 20.5x 16.5x 124%



Economic Growth Slowing
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Real GDP Components of GDP
Trillions of chained (2017) dollars, seasonally adjusted at annual rates 1Q24 nominal GDP, USD trillions

67.8% Consumption

17.5% Gov't spending

13.7% Investment ex-housing
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Consumer Finances
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Consumer balance sheet Household debt service ratio
4Q23, USD trillions, not seasonally adjusted Debt payments as % of disposable personal income, SA

Flows into early delinquencies
% of balance delinquent 30+ days

Other financial assets: 42%

Mortgages: 66%

Pension funds: 18%

Deposits: 8%

Other tangible: 5%

Homes: 28%
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Other non-revolving: 2%
Revolving*: 6%
Auto loans: 8%

Other liabilities: 10%
Student debt: 8%
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Assets By Income Group
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Wall Street Journal 
6/5/24



Income Levels Have Gone Up for Everyone
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Wall Street Journal 
3/7/24



Labor Market Not as Strong
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JOLTS job openings* JOLTS quits
Total job openings, thousands, seasonally adjusted Total nonfarm quits, thousands, seasonally adjusted

JOLTS layoffs
Total nonfarm layoffs, thousands, seasonally adjusted
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Excess Savings Being Drawn Down
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Personal saving rate Household excess savings
Personal savings as a % of disposable personal income, annual Trillions of USD

Inflation-adjusted growth in deposits by income percentiles
Checking and savings account balances, % ch 4Q19-4Q23
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Credit Card Usage
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Bloomberg 3/15/24



Interest Payments by US Households
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Bloomberg 3/15/24



Debt Holdings by Category
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Bloomberg 3/15/24



Delinquencies
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Bloomberg 3/15/24



Corporations are Doing Well
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S&P 500 year-over-year pro-forma EPS growth S&P 500 profit margins
Annual growth broken into changes in revenue, profit margin and share count Quarterly earnings/sales
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Recession

1Q24: 
12.4%*

Share of EPS growth 2024* Avg. '01-'23

Margin 9.5% 2.7%
Revenue 1.6% 4.2%
Share count 0.0% 0.3%
Total EPS 11.1% 7.5%

'26F: 
$312



Federal Finances
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The 2024 federal budget Federal deficit and net interest outlays
USD trillions % of GDP, 1973-2034, CBO Baseline Forecast

Federal net debt (accumulated deficits)
% of GDP, 1940-2034, CBO Baseline Forecast, end of fiscal year

CBO's Baseline economic assumptions
2024 '25-'26 '27-'28 '29-'34

Real GDP growth 1.8% 2.1% 2.1% 1.9%
10-year Treasury 4.6% 4.3% 3.8% 4.1%
Headline inflation (CPI) 2.6% 2.4% 2.2% 2.2%
Unemployment 4.2% 4.4% 4.4% 4.5% 20%

40%

60%

80%

100%

120%

140%

'40 '48 '56 '64 '72 '80 '88 '96 '04 '12 '20 '28

2024: 
99.0%

-15%

-11%

-7%

-3%

1%

5%
'73 '78 '83 '88 '93 '98 '03 '08 '13 '18 '23 '28 '33

Primary deficit or surplus

Net interest outlays

Total deficit or surplus Forecast

Medicare & 
Medicaid: 

$1,642bn (25%)

Income: 
$2,469bn (38%)

Social 
Security: 

$1,453bn (22%)

Corporate: $569bn (9%)

Defense: 
$891bn (14%)

Social 
insurance: 

$1,663bn (26%)

Non-defense 
disc.: $957bn 

(15%)

Net int.: $870bn (13%)

Other: $234bn (4%)

Other: $704bn (11%)
Borrowing: $1,582bn (24%)

$0.0

$1.0

$2.0

$3.0

$4.0

$5.0

$6.0

$7.0
Total spending: $6.5tn

Total government spending Sources of f inancing

Forecast

2034: 
124.4%

TCJA 
extension*

TCJA 
extension*

2034: 
116.0%



Inverted Yield Curve
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U.S. Treasury yield curve
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Inflation Not Going Away
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CPI and core CPI
% change vs. prior year, seasonally adjusted

-3%

0%

3%

6%

9%

12%

15%

'74 '76 '78 '80 '82 '84 '86 '88 '90 '92 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20 '22 '24

Recession
50-yr. avg. Mar. 2024 Apr. 2024

Headline CPI 3.8% 3.5% 3.4%
Core CPI 3.9% 3.8% 3.6%
Food CPI 3.7% 2.2% 2.2%
Energy CPI 4.2% 2.1% 2.5%
Headline PCE deflator 3.3% 2.7% 2.7%
Core PCE deflator 3.3% 2.8% 2.8%



Components of Inflation
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Contributors to headline CPI inflation Contributors to core services ex-shelter CPI inflation*
Contribution to y/y % change in CPI, non-seasonally adjusted Contribution to y/y % change in custom CPI index, non-seasonally adj.
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Inflation by State
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Florida Housing Costs are Up
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Money Watch
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Property Insurance Crisis

Wall Street Journal  6/9/24



Average Fixed Mortgage Rates
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New York Times 
4/22/24



Oil Markets
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Change in production and consumption of liquid fuels Price of oil
Production, consumption and inventories, millions of barrels per day WTI crude, nominal prices, USD/barrel
Production 2019 2020 2021 2022 2023* 2024* 2019-2024

U.S. 19.5 18.6 19.0 20.3 21.9 22.3 14.4%
OPEC 33.1 29.4 30.5 32.9 32.2 32.2 -2.6%
Russia 11.5 10.5 10.8 11.0 10.8 10.4 -9.2%

 Global 100.3 93.9 95.7 100.0 101.8 102.7 2.3%
Consumption

U.S. 20.5 18.2 19.9 20.0 20.3 20.5 -0.4%
China 14.0 14.4 15.5 15.2 16.1 16.3 16.5%
India 4.9 4.5 4.7 5.1 5.3 5.6 13.6%

 Global 100.9 91.6 97.6 99.9 102.0 102.9 2.0%
Inventory Change -0.6 2.3 -1.9 0.0 -0.2 -0.3

U.S. crude oil inventories and rig count**
Million barrels, number of active rigs

Jul. 3, 2008: 
$145.29

Feb. 12, 
2009: $33.98

Jun. 13, 
2014: $106.91

Feb. 11, 
2016: $26.21

Oct. 3, 2018: 
$76.41

Apr. 21, 2020: $11.57

Mar. 8, 2022: 
$123.7

Jun. 4, 
2024: 
$73.25
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Food Prices
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Starbucks Same Stores Sales
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Bloomberg May 1, 
2024



Misery Index
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Worst Cities for the Middle Class
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Session Summary
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•The gap between those doing well and those doing not as well is widening
•Good if you have no mortgage or have a rate below 4% and have cash accounts earning above 5%
•Bad if you are renting, looking to buy your first home, have large credit card and student loan debt

•Corporations have healthy balance sheets 
•Service economy (concerts, international travel) is surging while goods producing economy is back to 

pre-pandemic levels
•Excess supply of labor should cap wage increases

K Shaped Economy

•Consumer confidence is down
•Geo-political risks with wars in the Ukraine and the Middle East
•Largest number of countries holding nationwide elections in 2024
•If the Fed does not cut interest rates in July, then most likely the first cut would be in December

Recession?

•Revenues
•Assessed property values are rising
•Sales tax revenue is increasing at a slower pace or is flat compared to previous years
•Higher interest income

•Expenses
•EVERYTHING is costing more especially insurance and other services
•Florida becoming less affordable place to live especially for those who have been here prior to 1990

Impact on Local Government Budgets



Questions
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Presenters’ Bio

David Jang, CTP

Chairman

35 Years Investment Experience

David Jang is the Chairman of Deep Blue Investment Advisors and directs the 
firm’s strategic growth. David’s investment advisory experience, client-focused 
approach and understanding of the multiple components affecting local 
governments enables him to provide valuable insight to treasury management, 
investment management and consulting clients. David routinely speaks at 
Florida’s Government associations, chapters, conferences and CPE seminars 
which address local, current economic conditions and challenges facing Florida’s 
entities.  He serves on the firm’s credit and investment committees and is the  
President of the US Fixed Income Trust.

Prior to joining Deep Blue Investment Advisors, David spent 12 years working 
with Florida local government clients and 35 years overall in investment advisory 
services.

David earned his Bachelor’s degree in Economics from the Wharton School, 
University of Pennsylvania. He earned the Association of Financial Professionals 
(AFP) designation of Certified Treasury Professional (CTP). David is a 
Registered Investment Advisor with the Florida Department of Financial 
Regulation.
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EXECUTIVE
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BUSINESS DEVELOPMENT
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INVESTMENT ADVISORY

Dominick Cristofaro  Director    dominick.cristofaro@deepblue-inv.com  813-556-9778
John Scott   Associate    john.scott@deepblue-inv.com   813-556-9775

CLIENT SERVICES

Ed Polansky               Director    ed.polansky@deepblue-inv.com   813-992-3145
Grant Presson   Associate    grant.presson@deepblue-inv.com  813-321-3254

PORTFOLIO MANAGEMENT

Benjamin Streed, CFA  Chief Investment Officer  benjamin.streed@deepblue-inv.com  813-440-5088
Dan Marro, CFA   Portfolio Manager   dan.marro@deepblue-inv.com   813-321-3253 

OPERATIONS & REPORTING

Jeff Harvey   Director of RIA Operations  jeff.harvey@deepblue-inv.com   813-556-9777 
Tim Bafaloukos   Business Analyst   tim.bafaloukos@deepblue-inv.com  813-321-3251
Vito Resciniti   Market Strategy & Research Analyst vito.resciniti@deepblue-inv.com   813-556-9774
Liz Gonzalez               Director of Reporting   liz.gonzalez@deepblue-inv.com   813-321-3255
Courtney Hislop   Senior Reporting Analyst  courtney.hislop@deepblue-inv.com  813-556-9779 
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Suanne Lee   Director of Admin and Finance  suanne.lee@deepblue-inv.com   813-321-3250
Liz Albert-Ramos  Administrative Assistant  liz.albert-ramos@deepblue-inv.com  813-321-4008 



Disclosures
This presentation is only intended for institutional and/or sophisticated professional investors. This material 
is  intended for informational purposes only and should not be relied upon to make an investment decision, as 
it was  prepared without regard to any specific objectives, or financial circumstances. It should not be 
construed as an offer  or to purchase/sell any investment. Any investment or strategy referenced may involve 
significant risks, including, but  not limited to: risk of loss, illiquidity, unavailability within all jurisdictions, and 
may not be suitable for all investors. To  the extent permitted by applicable law, no member of the Deep Blue 
Investment Advisors Team and/or Florida Fixed Income Trust or  any officer, employee or associate accepts 
any liability whatsoever for any direct or consequential loss arising from any  use of this presentation or its 
contents, including for negligence. This material is not intended for distribution to, or  use by, any person in a 
jurisdiction where delivery would be contrary to applicable law or regulation, or it is subject to  any contractual 
restriction. No further distribution is permissible without prior written consent.

The views expressed within this material constitute the perspective and judgment of Deep Blue Investment 
Advisors and/or Florida Fixed Income Trust at the time of distribution and are subject to change. Any 
forecast, projection, or  prediction of the market, the economy, economic trends, and equity or fixed-income 
markets are based upon current  opinion as of the date of issue and are also subject to change. Opinions and 
data presented are not necessarily  indicative of future events or expected performance. Information 
contained herein is based on data obtained from  recognized statistical services, issuer reports or 
communications, or other sources, believed to be reliable. No  representation is made as to its accuracy or
completeness.

Performance data quoted represents past performance; past performance does not guarantee future results. 
The  investment return and principal value of an investment will fluctuate so that an investor's shares, when 
redeemed, may  be worth more or less than their original cost. Current performance of the fund may be lower 
or higher than the  performance quoted.
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