WealthlQ: May 2023
Debt Ceiling Déja Vu

Executive Summary: More than a decade after debt ceiling drama caused the U.S.
government’s credit rating to be downgraded from AAA to AA+, investors and financial markets

are again at the mercy of policymakers. To end an impasse, Washington may need to
acknowledge that multiple things can be true at the same time- a need to raise the debt limit
and the need to reign in the federal deficit.

Marshall Financial Group, Inc. is an SEC registered investment adviser headquartered in Doylestown, Pennsylvania. A copy of our disclosure brochure as set forth on Form ADV is available at www.adviserinfo.sec.gov. Nothing herein should be
constructed as a solicitation or attempt to effect transactions in securities, or the rendering of personalized investment advice.



1) Let’s begin by knocking some rust off should you not fully recall the 2011 debt ceiling drama. As a refresher, the debt limit does not
authorize new spending. New spending is handled in a separate process through the federal budget. The debt limit focuses on financing
spending already agreed to by past Congresses and U.S. Presidents. The national debt allows the U.S. to borrow to satisfy existing

obligations such as social security benefits, tax refunds, and interest on treasury bonds. Post 2000, federal debt has increased substantially.

The 2008 financial crisis and the COVID pandemic didn’t help, and the increase in the total value of the debt displays the power of
compounding.
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2) Over the last half century, the national debt has grown because the United States typically operates at a budget deficit (i.e., the
government spends more than it brings in). Since the late 1960’s, there have only been brief periods when the U.S. operated with a budget
surplus (see the chart below). Negative economic events, like the 2008 Financial Crisis and COVID, typically cause the deficit to widen as
tax receipts (revenue) decline and spending does not fall proportionally. Since December 1968, the average budget deficit as a percentage
of nominal GDP has been about 3.3%.
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3) To better understand the national debt, it's helpful to see the sources of government revenue and areas of spending. The chart below
highlights government inflows. Not surprisingly, the largest source of federal revenue in 2023 has come from Individual Income Taxes of $1.4
trillion. This is followed by Social Security & Medicare Taxes at $923 billion. In total, the United States has brought in around $2.7 trillion in
revenue thus far during fiscal year 2023. This is down from the $2.99 trillion in federal revenue brought in during the same period last year.

Sources of Revenue for the U.S. Government, FY 2023
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4) On the spending side, the government has spent $3.61 trillion thus far during the 2023 fiscal year. Spending has increased from $3.35
trillion for the same period last year. Below is a categorized breakdown of government spending during the 2022 fiscal year. Social Security
was the largest government outlay, followed by a combination of Health (e.g. Medicaid & other services), Income Security (a mix of expenses
ranging from federal employee retirement & disability to food & nutrition assistance), National Defense, and Medicare.

U.S Government Spending, FY 2022
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5) Government spending has two core categories: mandatory and discretionary. Mandatory spending is mandated by existing laws, does not
require an annual vote from congress, and includes programs such as Medicare, Social Security, and payments to state and local
governments. Mandatory spending accounts for nearly two-thirds of spending. Discretionary spending is approved by Congress and the
President each year and covers items like national defense and programs such as transportation, education, and social services. Over the
years, mandatory spending has generally risen while discretionary spending has declined (bottom left). This makes some sense as the total
number of social security beneficiaries also continues to rise (bottom right).
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6) The Department of Treasury estimates that without a debt limit increase the U.S. government would be unable to satisfy all its obligations as
early as June 18. Frankly, it would be a historic failure that would likely have a cascading impact on the financial system, economy, and future
generations of Americans. Fortunately, on May 17, both House Speaker McCarthy and President Biden spoke to the importance of reaching a
debt deal. During the 2011 debt ceiling drama, a deal was reached only days before a national default (or X date), with final passage ultimately
occurring on the so-called X date. While policymakers may follow a similar path during these negations, financial markets have begun to price
in additional risk. Most notably, the interest rate on 1-month treasury bonds is markedly higher than other short-term treasuries, potentially
highlighting markets believe there is a chance negotiations could spill over into June before being resolved.
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7) With the United States’ public debt exceeding the country’s economic output, we believe two things can be true at the same time- the debt
ceiling needs to be raised and there needs to be hard conversations about keeping budget deficits in check. Admittedly, this is easier said than
done. With most government spending allocated toward mandatory spending, this leaves policymakers with difficult decisions to make on the
discretionary side of the budget. Alternatively, policymakers could make the unpopular decision to raise taxes; or pursue some combination of

tax increases and discretionary spending cuts. The unfortunate reality with the federal budget is there are limited options- spend less or tax
more.

US Public Debt as Percent of Nominal GDP
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Data Source: YCharts

8) There are no shortage of studies for us to reference about the importance of not overreacting to headline risk (don’t worry, we won’t do
that after this many slides about federal debt and spending).However, we recently heard quote we like: ‘everyone is a long-term investor until
they have short-term losses.” We believe this succinctly reflects how even well-intentioned plans of long-term investors can be interrupted by
near-term loss aversion. Perhaps one of the greatest investors of all time, Warren Buffet, has said something similar: ‘Fear is the most

contagious disease you can imagine.” We find looking at a long-term chart of the S&P 500 always serves as a good reminder that,
historically, prior market drawdowns may have left scars, but they have yet to cause a mortal injury.
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We're excited to announce the launch of Off Street, a new
weekly podcast hosted by our Chief Investment Officer, Adam
Reinert, CFA, CFP® and Research Analyst, Sean Dann. The
show will cover market news and trends through the lens of our
investment team. Listen on Apple Podcast and Spotify.

OFF STREET
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Interested in sending our investment team a note? Please send
an email to wealthig@marshallfinancial.com.

Adam Reinert, CFA, CFP® George Evans Il, MBA Sean Dann

Chief Investment Officer Chief Investment Strategist ~ Research Analyst
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Marshall Wealth 1Q is aimed at sharing insightful financial market and economic data in easy to visualize charts
with brief analyses. This commentary isn’'t designed as a call to investment action, but rather as a dependable
source to help you feel better informed about current events in today’s market and the underlying trends
impacting current wealth.

It's impossible for anyone to know with certainty what will happen today, tomorrow, or even a minute from now.
Investment involves risk and volatility; it's why long-term investors have historically been rewarded with excess
returns relative to cash. Our investment department monitors market data and works with our wealth advisory
teams to right-size portfolios should something change relative to long-term trends. In the meantime, we’ll
continue to share financial and economic data we believe is insightful and relevant to your wealth to help you
feel informed.

Thank you for reading; please be well.
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Disclosures:

Marshall Financial Group, Inc (“Marshall Financial”) is an SEC-registered investment adviser with its principal place of business in Doylestown,
Pennsylvania. This newsletter is limited to the dissemination of general information pertaining to Marshall Financial Group’s investment advisory
services. Investing involves risk, including risk of loss. References to market indices are included for informational purposes only as it is not possible to
directly invest in an index. The historical performance results of an index do not reflect the deduction of transaction, custodial, and management fees,
which would decrease performance results. It should not be assumed that your account performance or the volatility of any securities held in your account
will correspond directly to any comparative benchmark index.
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This newsletter contains certain forward-looking statements (which may be signaled by words such as “believe,” “expect” or “anticipate”) which indicate
future possibilities. Due to known and unknown risks, other uncertainties and factors, actual results may differ materially from the expectations portrayed in
such forward-looking statements. As such, there is no guarantee that the views and opinions expressed in this letter will come to pass. Additionally, this
newsletter contains information derived from third party sources. Although we believe these sources to be reliable, we make no representations as to the
accuracy of any information prepared by any unaffiliated third party incorporated herein, and take no responsibility, therefore.

For additional information about Marshall Financial, please request our disclosure brochure as set forth on Form ADV using the contact information set
forth herein, or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). Please read the disclosure statement carefully.
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