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The Fed predicted the Fed Funds rate would be higher than 
4% in 2017. It ended up less than 0.5%. We’ll give them a pass 
for 2020 but not for 2022. The Fed predicted it would continue 
sub-1% interest rates throughout 2023, yet the actual Fed Funds 
rate exceeded 5%.

This illustrates the difficulty of forecasting macroeconomics. 
If the smartest economists with access to the best data cannot 
predict the rate they control, how can we expect economists 
to accurately forecast the cumulative behaviors of 300 million 
people in the U.S. and the infinite other variables ranging from 
foreign policy changes to natural disasters to global pandemics?

Early last year, two-thirds of economists predicted a recession 
would happen in 2023. However, as the year went on, the 
recession they predicted moved to 2024. And now, entering 
2024, most economists predict no recession will occur.

That is why most, if not all, great investors do not invest based 
on economic forecasts.

Economic predictions just don't enter into our decisions. 
Charlie Munger – my partner – and I in 54 years now 
never made a decision based on an economic prediction. 
We make business predictions about what individual 
businesses will do over time, and we compare that to what 
we had to pay for them. But we have never said yes to 
something because we thought the economy was going to 
do well in the next year or two years.

— Warren Buffett 

There are too many variables—most we can’t know today—to rely 
on predictions about future events. Neither we nor anyone else 
knows whether a recession will hit in 2024, let alone when one 
might start.

If recessions are virtually impossible to predict, how can we 
protect against them? Here’s how:

• We seek to invest your portfolio to withstand a recession 
whenever it occurs.

• If a market correction or bear market drove stocks down by 
30%, your portfolio should be able to generate enough income 
to pay your bills without selling any stocks.

• If you only spend the income generated by your portfolio and 
continue to do so in the future, then there is no need to be 
concerned with falling stock prices.

• If you need a little more money than the portfolio produces,  
we should set that aside in either short-term cash or high-
quality bonds, which historically have been the best protection 
against recessions.5

2024 is also an election year. What does that mean for  
my portfolio?

If you polled which variables people think will impact the markets, 
politics is near the top. However, the data shows no long-term 
relationship between politics and stock market returns.

In most election years, stocks have increased by an average of 
8.4% in the 12 months following an election and 9.4% in the 12 
months after that. The standard deviation for stocks in an election 
year is 15%, less than the long-term average.6

There appears to be no meaningful difference between 
Republicans and Democrats. From 1853 to 2015, the average 
returns of stocks have been about the same under both 
Democrats and Republicans.7

Politics appear to have virtually no impact on the economy either. 
Research from Princeton University (2015) suggests that fiscal 
policy changes had zero influence on future economic growth 
rates.8

Don't let politics drive you to cash in election years. A $10,000 
investment in the S&P 500 index in 1972 would have grown to $1.9 
million. If you had gone to cash every election year, your portfolio 
would've grown to just $1.1 million.

The evidence is overwhelmingly clear that taking a cautious 
approach during election years is unwarranted. With the benefit 
of more than 100 years of data, the difference between parties 
and their impact on the economy is statistically insignificant.9

The U.S. national debt is on everyone’s mind this election 
season. What's going on? Is our country going broke?

While we don't love the current debt level, the U.S. is not going 
broke.

To illustrate, let’s say you and Mr. Q have $198,000 in mortgage 
debt, costing you 3% in interest per year. Your household earnings 
are $140,000 per year.

What I’ve just described is the United States’ collective financial 
position. Suppose we divide the total debt ($33.9 trillion10) and 
economic output ($27.6 trillion11) by the total number of U.S. 
citizens (341 million). The national debt per person is about 
$99,400. The interest rate is under 3%. Our economic output per 
person—effectively, the total annual income of the U.S. economy—
is $81,000.

5Benz, Christina. “What’s the Best-Performing Asset Type During a Recession?” 
Morningstar, May 2023. https://www.morningstar.com/portfolios/whats-best-equity-ballast-
during-recessions

6DCM’s calculations. Data used from: Tretina, Kat. “How Do Elections Affect The Stock 
Market?” Forbes, October 2023. https://www.forbes.com/advisor/investing/how-do-
elections-affect-the-stock-market/. 

7Sources: Global Financial Data, 1853-1926; Morningstar, Inc. and Ibbotson Associates 
thereafter through 2015.

8Blinder, Alan S. and Mark W. Watson. "Presidents and the U.S. Economy: An Econometric 
Exploration." Princeton University, July 2015.

9Blinder, Alan S. and Mark W. Watson. "Presidents and the U.S. Economy: An Econometric 
Exploration." Princeton University, July 2015.

10Fiscal Data Explains the National Debt. US Treasury, December 2023. https://fiscaldata.
treasury.gov/americas-finance-guide/national-debt/

11U.S. Bureau of Economic Analysis (BEA), November 2023. https://www.bea.gov/
news/2023/gross-domestic-product-second-estimate-corporate-profits-preliminary-
estimate-third












