May 8, 2023

Re: May Conference Call on Tuesday, May 16, 2023 at 6:30 PM

Dear client,

When I was growing up in the 60’s, there was a great rock band named the Byrds. Maybe some of you
remember them, but certainly their memorable lyrics and musical score will live on forever. As I have
been spending most of my time assessing the ramifications of the bank failures, the demise of the dollar
as the global reserve currency, and the approaching debt ceiling, I remember the important message that
Pete Seeger wrote long ago. The song, “Turn! Turn! Turn!” pretty much sums up what is going on in the
macroeconomic environment today.

To everything turn, turn, turn

There is a season turn, turn, turn

And a time to every purpose under Heaven.
A time to be born, a time to die

A time to plant, a time to reap

A time to kill, a time to heal

A time to laugh, a time to weep.

To everything turn, turn, turn

There is a season turn, turn, turn

And a time to every purpose under Heaven.
A time to build up, a time to break down

A time to dance, a time to mourn

A time to cast away stones

A time to gather stones together.

To everything turn, turn, turn

There is a season turn, turn, turn

And a time to every purpose under Heaven.
A time of love, a time of hate

A time of war, a time of peace

A time you may embrace

A time to refrain from embracing.

To everything turn, turn, turn

There is a season turn, turn, turn

And a time to every purpose under Heaven.
A time to gain, a time to lose

A time to rain, a time of sow

A time for love, a time for hate

A time for peace, I swear it's not too late.

Last fall, when the Bank of England had to step in to bail out the UK Pension schemes because insurance
companies and banks made wrong way bets on the direction of derivatives, I had thought that this would
not be the first financial accident and that others would follow. Cracks open up in the financial system
anytime interest rates rise quickly and from 0% to 5%. So far, Silicon Valley Bank, First Republic Bank,
Pacific Western Bank and Western Alliance Bank are under fire, and they won’t likely be the last. Does
this mean the entire banking system is insolvent? It is always possible, but very unlikely. Big Banks such
as Wells Fargo, Bank of America, Citibank, and JP Morgan Chase are well capitalized and too big to fail.
It is the smaller regional banks that are more exposed to residential and commercial real estate mortgages
that may experience problems. However, at some point, I would be willing to bet (especially in an



election year) that the government would step in and insure all bank deposits regardless if they exceed
the Federal Deposit Insurance Corporation (FDIC) limit of $250,000.

Yet, banks have tightened up their lending standards and it is precisely this tightening of credit that may
push the US economy into a recession sometime this year or next. If that occurs, corporate earnings
should decline and so would stocks. On the other hand, if the US Federal Reserve stops raising interest
rates, the stock market could rally. Although we have reduced our stock exposure over the past year, we
still want a good portion in stocks. Market timing is all but impossible and, in the meantime, we are
collecting dividends which in many cases, increase year to year.

The US Dollar has been the Ilynchpin of the global economic order since 1945 when it became the world
reserve currency. Most commodities are traded in US Dollars and many countries rely on the US Dollar
as part of their central bank reserve and trade with it. Although the death of the dollar is widely
exaggerated, it has come under pressure and will continue to come under further pressure as countries use
other currencies to facilitate trade. Russia, China, South Africa, and Brazil have formed a quasi-currency
union with another 44 countries ready to sign up. One of the reasons why so many countries would like to
ditch the dollar is because the United States uses the dollar as a political weapon by imposing sanctions
on those countries that the US doesn’t approve of their behavior. Therefore, countries lack confidence in
the US Dollar as a store of value. Another reason why the US Dollar could lose its dominance is because
the government can’t control its spending and is running continued massive budget deficits. A currency’s
value is almost solely dependent on the holder of that currency having confidence in it and that is because
fiat or paper currencies are backed by nothing.

Many of you have been asking me about the US Debt ceiling and what would happen if Congress doesn’t
come to an agreement to lift the debt limit. I believe there is a 10% probability that the US could default
on its obligations. Technically, the US has already reached the debt ceiling, but the “magic sleight of
hand” has kept the country afloat. However, this card trick will end in June. What happens next?

If the debt limit isn’t lifted in time, the Treasury Department will most likely prioritize the payment of
principal and interest on its debt obligations. Just as it happened several times in the past when this has
happened, federal employees and contractors are furloughed, and the daily bills don’t get paid. More
importantly, economic growth will be affected and so will the stock market. Bond yields would rise, but
likely only temporarily.

We will be having our next conference call on Tuesday, May 16", at 6:30 p.m. to discuss the
banking turmoil, the US Debt limit, and the dollar. Please join us.

When: Tuesday, May 16th, at 6:30 p.m. (PST)
Topic: BFSG Conference Call Hosted By Steven Yamshon

Please click here to join the Conference Call.

Or Telephone: 1 (720) 707- 2699
Webinar ID: 955 8799 7509
Passcode: 388235

International numbers available: click here

All the best,
Steve Yamshon, Ph.D.
Managing Principal


https://bfsg.zoom.us/j/95587997509?pwd=aHkwMkVyL2dPSVdUQzRzT2NrSmVkZz09#success
https://bfsg.zoom.us/zoomconference?m=OTU1ODc5OTc1MDk.i2bnoNPTV-rXOWJ2JyuHTP1ubKOnnruO&_x_zm_rtaid=3j6_9RFqT1ShbXKANBlaIg.1683831373724.ce2d5f0ec051dc8fc19e5ae6a2c270f1&_x_zm_rhtaid=167

Disclosure: Please remember that past performance may not be indicative of future results. Different types of
investments involve varying degrees of risk, and there can be no assurance that the future performance of any
specific investment, investment strategy, or product (including the investments and/or investment strategies
recommended or undertaken by Benefit Financial Services Group (“BFSG”), or any non-investment related content,
made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated
historical performance level(s), be suitable for your portfolio or individual situation or prove successful. Due to
various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information
contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from
BFSG. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above
to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing.
BFSG is neither a law firm, nor a certified public accounting firm, and no portion of the newsletter content should
be construed as legal or accounting advice. A copy of BFSG’s current written disclosure Brochure discussing our
advisory services and fees is available upon request.

Discussion in this newsletter relating to a particular company is not intended to represent and should not be
interpreted to imply a past or current specific recommendation to purchase or sell a security, and the companies
discussed do not include all the purchases and sales by the Firm for clients during the quarter. A list of specific
recommendations made by the Firm over the past year can be made available upon request.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for
general informational/comparison purposes only, and generally do not reflect the deduction of transaction and/or
custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of
which would have the effect of decreasing historical performance results. It should not be assumed that your BFSG
account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance
results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than
your BFSG accounts; and (3) a description of each comparative benchmark/index is available upon request.

Please Note: If you are a BFSG client, please remember to contact BFSG, in writing, if there are any changes in your
personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous
recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to
our investment advisory services. BFSG shall continue to rely on the accuracy of the information that you have
provided.



