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So far in 2009, the Federal Reserve Bank and the US Treasury 
have continued to implement unprecedented monetary and 
fiscal policy stimulation programs to reinvigorate the flailing 
economy. Such programs conjure the US government’s 
expenditures as a solution to the Great Depression. In 
the late 1930s, John Maynard Keynes, the famed English 
economist, advocated interventionist government spending 
as a means to complement the free market and boost 
employment. As is the case today, the US government spent 
significantly greater amounts than tax revenues, resulting 
in large budget deficits. Acceptance of this economic 
theory in the United States led to decades-long practices 
of Keynesian economics with varying intensity. Congress 
and the Obama administration have now adopted Keynesian 
economics aggressively, intending that through a mixture of 
loose money and substantial government expenditures, the 
economy will be sufficiently stimulated to break the malaise. 
A summary of these programs provides some perspective 
on the depth and breadth of the plan.

MARKET COMMENTARY 

While government programs are expected to smooth 
recessions, there are side effects. On the monetary side, 
the Federal  Reserve’s balance sheet has expanded by more 
than $1 trillion since mid-2008, and assets are now over $2 
trillion compared to less than $1 trillion just last September. 
On the fiscal side, recurring deficits over the past few years 
have ballooned, as the US cumulative debt is now over $11 
trillion. As the chart above shows, US debt as a percentage 
of GDP was about 80% in 2008. 

Monetary Policy Measures 

Federal Funds Target:•	  0 to .25%

Monetary Operations:•	  Quantitative easing with the  
Fed buying up to $1.25 trillion of mortgage backed  
securities, up to $200 billion of agency bonds and $300 
billion of longer-term Treasuries; expand participation 
in Fed programs including  the Term Auction Facility  
and the Primary Dealer Credit Facil ity (up to  
$900 billion)

Federal Reserve Bank Measures

Commercial Paper Purchases:•	  Commercial Paper 
Funding Facility of $241 billion (16% of the commercial 
paper market)

Corporate Debt:•	  Term Securities Lending Facility (initial  
size of $200 billion)

Consumer Lending / Autos:•	  Term Asset Backed 
Securities Loan Facility (TALF): $200 billion, $47 billion 
accepted for first payout on March 25th ($2.8 billion for 
credit cards, $1.9 billion for auto ABS)

Other:•	  AIG funding; expansion of TALF to commercial 
and non-agency residential mortgages up to $800 
billion (forthcoming)

Measures to Support Financial Institutions/Systems 

Public Sector Bank Capital Injections:•	  Troubled 
Assets Relief Program (TARP): $700 billion, of which 
$110 billion still available

Bank Asset Protection:•	  Private-Public Investment 
Program (PPIP): government buys $500 billion - $1 
trillion of loans and securities (est. $700 billion for 
loans and $400 billion for securities)

Guarantees on Issue of New Debt:•	  $220 billion  
issued so far under FDIC Temporary Liquidity 
Guarantee Program

Deposit Insurance:•	  Expanded to accounts up to  
$250,000 and extended for money market mutual funds

Fiscal Stimulus

Federal Budget:•	  $3.9 trillion, leading to an estimated 
record deficit of $1.8 trillion in FY2009

Homeowner Support:•	  $475 billion package ($75 billion 
in loan modifications under TARP plus $200 billion in 
equity capital for agencies)
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DISCLAIMER: The material contained in this report is available only to those clients
and prospective clients to whom Winfield Associates, Inc. (“Winfield”) delivers this
report and further distribution of this material is prohibited. No person or entity other
than a Winfield client shall rely on the information, opinions, estimates and projections,
if any, contained in this report. The information, opinions, estimates and projections,
if any, contained in this report were prepared by Winfield Associates, Inc. and
constitute the current judgment of Winfield as of the date of this report. The
information contained herein is believed to be reliable and has been obtained from
sources believed to be reliable, but Winfield makes no representation or warranty,
either express or implied, as to the accuracy, completeness or reliability of such
information. Winfield does not undertake, and has no duty, to advise you as to any
information that comes to its attention after the date of this report or any changes in
its opinion, estimates or projections. Prices and availability of securities are also
subject to change without notice. Winfield, our affiliates, and any officer, director or
stockholder, or any member of their families may have a position in and may from time
to time purchase or sell any of the securities mentioned or any related securities.
Winfield is not a registered broker-dealer. This is not a solicitation of any offer to buy
or sell securities.

WHEN TO WORK WITH WINFIELD

PRIVATE INDIVIDUAL INVESTORS
• Manage accumulated wealth, inheritances and settlements
   to meet investment objectives

ENDOWMENTS AND FOUNDATIONS
• Manage assets with a long-term growth strategy while
  meeting investment policy requirements

BUSINESS OWNERS
• Customize investment portfolios to meet investment
  objectives and lessen risk of concentrated assets
• Defer taxable earnings in profit sharing plans
• Manage and advise 401(k) plans

BUSINESS PROFESSIONALS
• Customize investment portfolios, manage stock options
   and consolidate 401(k)/IRA plans to meet investment
   objectives and lessen risk of concentrated assets

RETIREES
• Customize investment portfolios to meet investment
   objectives with the option of drawing income
• Management of IRAs, trusts and taxable accounts

MACROECONOMIC OUTLOOK

US GDP
Inflation
Employment
Productivity
Corporate Profits
Consumer Debt
International Growth

January 2009
Negative

Neutral
Negative
Positive

Negative
Negative
Negative

April 2009
Negative

Neutral
Negative
Positive

Negative
Negative
Negative

MARKET PERFORMANCE

Dow Jones
S&P 500 
Nasdaq
Russell 2000
MSCI EAFE
Lehman Agg

2008
-31.92%
-37.03%
-40.54%
-34.80%
-45.09%

5.24%

2009 YTD
-12.49%
-10.93%
-3.07%

-15.36%
-13.93%

0.12%

This compared to the low of about 40% in the 1970s and 
1980s but is forecast to rise increasingly higher. By 2014, 
the percentage of US debt to GDP will exceed the record 
level following WWII of 121%. Large national debt is 
disconcerting as debt service will take an increasingly 
larger part of the budget, especially when interest rates 
rise. Large national debt can also weaken the value of 
the dollar, increase the cost of debt and likely increase 
inflation. In the near term, however, the stimulus efforts 
are designed to stabilize the credit markets, restore the 
housing industry, and eventually induce job creation.  

There are indications the monetary and fiscal stimulus 
programs are having the desired effect. Equity markets 
have recovered about 25% since their lows in March, 
credit spreads have improved, mortgage applications 
are up sharply, disposable income is generally rising, and 
some commodity prices such as copper have increased. 
Our investment approach remains conservative as the 
government’s programs take effect. Eventually, these trends 
should lead to improving corporate profits and a lower 
risk environment. We will look to increase our exposure to 
equities as economic data confirm a recovery.

SCHWAB E-DELIvERY

Many of our clients have elected to receive their statements, 
trade confirmations and tax reports electronically via 
schwaballiance.com.  

You benefit from: 

Faster delivery — Receive documents as they become • 
available rather than waiting for them to arrive in the mail

Better security — Minimize the potential for lost or stolen • 
documents  

Convenient access — Easily retrieve and search up to 10 • 
years of documents anytime

Lower Online Equity Trade Commissions — Schwab offers • 
lower pricing on electronic equity trades 

Requirements:
            

A Login ID and password for • schwaballiance.com 

A valid email address to enroll in e-Delivery and to receive • 
notifications when documents are available
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