
 Federal Debt, Interest Rates, and Stocks Chartbook 
 Cliff Jarvis | Vice President - Investments | November 27, 2020 



 
• The annual budget deficit has risen sharply as government spending has far exceeded its revenues due to the Covid lockdown. 



 
• Total Federal debt has been rising over the past decade.  The Covid crisis and the lockdown have pushed it substantially higher. 
• What matters is whether the economy can support the level of debt. Thus, it is important to compare it to GDP. 



 
• Industrial production is an important indicator of economic activity. 
• Similarly, capacity utilization tells us whether there is spare or excess capacity in the system. 
• Manufacturing activity has recovered somewhat but is still below previous levels. 



 
• This chart shows the year-over-year percent change in an index of leading economic indicators. 
• At the moment, these leading economic indicators are negative due to the coronavirus. 



 
• CPI is a commonly cited measure of inflation. It uses a basket of goods and services to track price changes for consumers. 
• Inflation has been substantially lower than average over the past decades. 
• Inflation is often the main driver of interest rates. 



 
• Long-term interest rates have plummeted in 2020 due to the pandemic and economic uncertainty. 
• The 10-year Treasury yield continues to hover at historically low levels due partly to subdued inflation. 
• Interest rates could be sensitive to changes in inflationary expectations. 



 
• This chart shows a history of stock market size and style returns. 
• Historically, Growth and Value stocks have trended together. 
• However recently, a number of factors have opened up a wide gap between the two. 



 



 
 
 
 

• Securities offered through Registered Representatives of Cambridge Investment Research, Inc., a broker dealer member FINRA/SIPC. 
Advisory services through Cambridge Investment Research Advisors, Inc., a Registered Investment Adviser. Cambridge and Ohanesian / 
Lecours are not affiliated. Indices mentioned are unmanaged and cannot be invested into directly. Past performance is no guarantee of 
future results. Diversification and asset allocation strategies do not assure profit or protect against loss. Investing involves risk. Any 
investment involves potential loss of principal. 
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