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Long-Term Consequences
of Government Stimulus

• What is government stimulus?

• Why is government stimulus used?

• What are the risks of government stimulus?

• What does it mean for my investment goals?



Government Stimulus

• Fiscal Stimulus (Congress)
– Increased spending

• Monetary Stimulus (Federal Reserve)
– Increase access to money



Recession

• What is a Recession?
A drop in economic activity caused by:

Decreased 
Spending

Lower 
Incomes

Inability to 
Service Debts

Uncertain 
Future

Increased 
Saving



Why Use Stimulus

• Prevent depression
• Reduce impact of recession
• Shorten time in recession
• Restore confidence
• Promote spending
• Promote investment



Examples of Government Stimulus

• Fiscal Stimulus (Congress)
– Direct payments
– Increased unemployment insurance
– Low interest loans
– Delayed tax collection



Examples of Government Stimulus

• Monetary Stimulus (Federal Reserve)
– Reduced short-term interest rate
– Decreased reserve requirements for banks
– Buy securities in the capital markets



Risks of Government Stimulus

• Inflation
• Ineffective
• Higher taxes
• Burden on future generations
• Moral hazard



Inflation?

• Not necessarily bad
• Difficult to generate

due to:
– Demographics
– Technology

• Markets pricing in 
~1% inflation over
next 10 years

Source: Bank of International Settlements, International Monetary Fund, Maddison Project, Fidelity Investments (AART), and the Jordà-
Schularick-Taylor Macrohistory Database, compiled by Oscar Jordà, Moritz Schularick, and Alan M. Taylor. Accessed through 
www.macrohistory.net, as of 12/31/18.



Ineffective?



Ineffective?



Higher Taxes/
Burden on Future Generations

, Fidelity Investments.



Investment Implications

• Lower expectations for interest rates
• Lower expectations for returns
• Reduced diversification benefits
• Possibly longer periods of lower volatility
• Likelihood for sudden market events
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Thank you for joining us today.

Investment Advisory services offered through Birchwood Financial Partners, Inc., an SEC Registered Investment 
Advisor. All written content is for information purposes only. It is not intended to provide any tax or legal advice 
or provide the basis for any financial decisions. Opinions expressed herein are solely those of Birchwood 
Financial Partners, Inc., and our editorial staff. Any mention of a specific company or market segment are not 
intended to be a recommendation to buy or sell securities.  Material presented is believed to be from reliable 
sources; however we make no representations as to its accuracy or completeness. All information and ideas 
should be discussed in details with your individual advisers or qualified professional before making any financial 
decisions. We are not affiliated with or endorsed by the Social Security Administration or any government 
agency. The inclusion of any link is not an endorsement of any products or services by Birchwood Financial 
Partners. All links have been provided as a convenience.
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