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Capitalism & Its Discontents
The Best & Worst of Times



THE TIDE IS RISING... BUT NOT LIFTING ALL BOATS

2000 mmReal U.S. GDP (trillions) e#=Real Median Family Income (US)
Up 112.1% Up 18.5%
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Sources: Nominal GDP (BEA); Median income (FRED of St. Louis) — Rosen &Tromas ——



https://www.thebalance.com/us-gdp-by-year-3305543
https://fred.stlouisfed.org/series/MEFAINUSA672N

MARKETS SURGING... BUT MOST PEOPLE MISSING OUT

$2.500
mmS&P 500 «®=Family Net Worth (Bottom 80% by Income)
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Sources: S&P 500; Family Net Worth (Deloitte) — Rosen &Tromas ——
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https://www.multpl.com/s-p-500-historical-prices/table/by-year
https://www2.deloitte.com/insights/us/en/economy/issues-by-the-numbers/march-2018/us-average-wealth-inequality-by-age.html

TECH ENABLING GREATER WEALTH... BUT FEWER JOBS

Employees per $1 Billion Market Cap
(20 Most Valuable Global Companies)
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Source: PwC analysis of public data for MCR&T



TAX BURDEN MORE PROGRESSIVE... BUT DEFICITS RISING

m Annual Deficit (Billion) ==Bottom 90% Share of Total Income Taxes Paid
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Sources: CBO (deficits); Tax Foundation (share of income taxes to “16; TPC to ‘18) — Rosen &Tromas ——



https://www.cbo.gov/about/products/budget-economic-data#3
https://www.thebalance.com/us-deficit-by-year-3306306
https://taxfoundation.org/federal-income-tax-burden/
https://www.wsj.com/articles/top-20-of-americans-will-pay-87-of-income-tax-1523007001

GLOBALIZATION GREAT FOR POOREST... AND RICHEST

40% % of World Population 2500
Living in Poverty

35%

£ # of Billionaires in 2000
S 30%
8 the World
£
= =3
S 25% 3
= 1500 &
P -
k=) =X
= @
S 20% =)
o O
o S
5 1000 =
S 15% s
o D,
= =
o (1]
[<}] (7]
& 10%
S
3 500
o

5%

0% 0

N N N Y N ™
@06\ R MR ARC AR  AR R @03\ S %@Q S %@W %@'5 S (\96‘3 %@“0 %@'\ %@‘b %@% ‘]9\5 I %Q'Qf %Q'{b S q§§° %Q\Q’ (@&\ %Q'{b (\9\%

MEHLMAN CASTAGNETTI
Sources: World Bank (World Poverty Clock); Forbes — Rosen &Tromas ——



SOME BLAME THE SYSTEM

Hedge fund billionaire Ray Dalio:
\"A ‘Capitalism basically is not working for the
CNBC majority of people’

Ocasio-Cortez: 'Capitalismis
dNEIDW irredeemable’

I I I I I BY MICHAEL BURKE - 03/10/19 12:07 PM EDT

Every Billionaire Is A
Policy Failure @

@Danife Pete Buttigieg: 'Capitalism has let a lot of
people down" PR o itics

h By Veronica Stracqualursi, CNN
Updated 8:59 AM ET, Tue April 16, 2019



BUT CAPITALISM IS ALWAYS BEING CRITICIZED

“To permit every lawless capitalist, every
law-defying corporation, to take any action,

no matter how iniquitous, in the effort to “Capitalism does not permit an even

secure profit and to build up privilege, flow of economic resources. With
would be ruinous to the Republic...” this system, a small privileged few

— Teddy Roosevelt are rich beyond conscience, and
almost all others are doomed to be
poor at some level.”

“The inherent vice of capitalism is

> ] ] the unequal sharing of blessings.”
Corporations, which — Winston Churchill
should be the carefully :

constrained creatures of
law and the servants of
the people, are fast
becoming the people’s
masters”
—Grover Cleveland

“We had to struggle with the old
enemies of peace — business &
financial monopoly, speculation,
reckless banking, class antagonism,
sectionalism, war profiteering.”
— FDR

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——

“Capitalism has shortfalls. It doesn’t
necessarily take care of the poor, and
it underfunds innovation.”

--Bill Gates

“The main enemy of the open society,
| believe, is no longer the communist
but the capitalist threat.”
--George Soros




NEW ERAS BRING DISRUPTION & DISSATISFACTION

The New Gilded Age Resembles The Last Gilded Age

AGRARIAN INDUSHRIAL INTERNET
MERCANTILISM COREORANISIVI GLOBALISM

Rising income inequality
Insufficient consumer protection
Growing market concentration
Accelerating automation of work
Hyper-partisan politics

Calls for systemic reform

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——



WE’VE ENTERED A NEW ERA

Geopolitics

Trade

U.S. Foreign
Policy
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Snurces: Trade (Global Merchandice Exnorts as % GDP): Immiarante & Race (Censis):


https://ourworldindata.org/trade-and-globalization
https://www.census.gov/content/dam/Census/library/publications/2018/demo/P25_1144.pdf

The Decade Ahead
Disruption & Reform in the
Roaring 2020’s



2020’s (DE)GLOBALIZATION: THE GREAT REBALANCE

Re-emergence of Eastern vs Western Bloc... or U.S. Alone?

Shrinking
market access

Venezuela erupts
The Howto defend Taiva
Economist w.im”“"““""“

Slowbalisation

The future of global commerce

Remaking Increasing Splintering
supply chains secunty fears internet

GRAHAM ALLISON

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——



2020’s TECH: END OF THE PERMISSIONLESS ERA

Accelerating Global Policy Challenges focusing on:
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2020’s DEMOGRAPHY: NEW AMERICA RISING

WK Roaring 2020’s Electorate Increasingly Diverse
79.6% Share of Eligible Voters
80.0% 76.4% Hl White
I Non-White
70.0% 66.7%
59.5%
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Source: US Census Bureau —— ROSEN & THOMAS ——



REFORM ACCELERANT #1: ACTIVISM RISING

Increasing Engagement as Voters, Workers & Consumers

MINORITIES WOMEN MILLENNIALS

"Extremely Interested" in B Agree M Disagree
next year's election
(Non-white voters)

48%

34%

25%

57
54
I i | -

More willing to buy ~ Stop buying products if
products if a company  a company at odds

(Sept) (July) (Apr) aligned with my values  with my values

BLACK N R MARCH
LIVES FOROUR
MATTER LIVES ###

MEHLMAN CASTAGNETTI

Sources: Fox News (2011/2015/2019); Pew (gender); HKS IOP (Millennial LV's); AP (images). ~ — Rosen & THomas ——

2011 2015 2019



https://www.scribd.com/document/271790700/Fox-News-National-Gop-Poll-July-2015-Trump-Leads
https://www.foxnews.com/politics/fox-news-poll-document-4-18
https://www.pewresearch.org/fact-tank/2019/03/22/gender-pay-gap-facts/
https://iop.harvard.edu/sites/default/files/content/190419_Harvard%20IOP%20Spring%202019_Topline.pdf

REFORM ACCELERANT #2: #fNEWPOWER

Anyone Can Be a Witness, Publisher, Activist... or Leader

Days Between First Election & First Time Magazine Cover

7,242 778

THE WEEKLY NEWSMAGAZINE

T
REPUBLICAN
REALIDRT

MEHLMAN CASTAGNETTI
Source: Time Magazine —— ROSEN & THOMAS ——



REFORM ACCELERANT #3: NEW LEADERS EMERGING

Friedman vs. Fink: Social Compact Being Reconsidered

Copmightert Matorial CRUNCH TIMEAS TARIFFS TAKE HOLD * PAGES 19'AND 20

MILTON FRIEDMAN
ON FREEDOM

Selections from
The Collected Works of Milton Friedmon

Nof Wall Street

I Special Section Inside

Introduction by John B. Taylor

A A e S i
“The only social responsibility of “[E]very company must not only deliver
business is to use its resources financial performance, but also show how it
and engage in activities designed makes a positive contribution to society...
to increase its profits so long as Companies must benefit all of their
it stays within the rules of the stakeholders, including shareholders,
game.” employees, customers, and the communities

in which they operate.”
-- Milton Friedman, 1970
-- Larry Fink, 2018

MEHLMAN CASTAGNETTI
Sources: Friedman; Fink —— ROSEN & THOMAS ——


https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-to.html
https://www.blackrock.com/corporate/investor-relations/2018-larry-fink-ceo-letter

REFORM CHALLENGE #1: NO MOOD TO COMPROMISE

We think our “side”  ...see the other side as a ...and prefer pols who

is losing... threat to the nation... stick to positions not
compromise

See the other party as a threat to

On issues that matter to you in politics : _
the Nation's well-being...

today, has your side been winning or
losing more often?

Like elected officials who...

45%
41%

mlosing ®Winning = Don't Know Republicans Bollioerats m Stick to their positions
m Make compromises

MEHLMAN CASTAGNETTI
Sources: Pew (losing; threat; stick to positions) — ROSEN & THomMAS ——



https://www.people-press.org/2015/11/23/beyond-distrust-how-americans-view-their-government/
https://www.people-press.org/2016/06/22/1-feelings-about-partisans-and-the-parties/
https://www.people-press.org/2018/04/26/8-the-tone-of-political-debate-compromise-with-political-opponents/

CHALLENGE #2: FEWER FISCAL / MONETARY TOOLS

Fewer Workers Per Retiree

1950f 1960 | 2015 2035@
(16:1) | 5:1) X | (3:1) (2:1) 7

piip | it| il 99
i W
@jﬂl i The number of workers per

t = Social Security retiree is falling.
17

Source: 2016 Social Security Trustees Report

Fewer Discretionary Dollars

All Tax Revenue Will Go Toward Health Care, Social Security,
and Net Interest by 2032

25% PERCENTAGE OF GDP

2032: Entitlements
plus interest consumes
ALL tax revenues

REVENUES

20% +— Net Interest

18%

Medicaid,
Obamacare
Subsidies, CHIP

Social Security

Medicare

0%
1970 1980 1990 2000 2010 2020 2030 2040 2050

Sources: Congressional Budget Office and U5, Office of Management and Budget.

Interest Rates Already Low... ...and Central Banks Hold Too Much

Yields on Long-Term Government Bonds Are at Historicallv

Low Levels across Advanced Economies
Inited States — United Kingdom — Canada — Japan
— Germany —_— France
Maminal yields, percent
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MEHLMAN CASTAGNETTI
Sources: Discretionary (Heritage 2016); Rates; Central Banks —— ROSEN & THOMAS ——

M People’s Bank of China As central bank balance sheets
$22 B FoderilReiere have diminished, market $22
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https://solutions.heritage.org/wp-content/themes/heritage/pdf/Solutions-2016.pdf
https://libertystreeteconomics.newyorkfed.org/2019/02/global-trends-in-interest-rates.html
https://www.claconnect.com/resources/articles/2018/as-fed-trims-balance-sheet-investors-face-new-volatility

REFORM CHALLENGE #3: NO RELIGION

Critical Catalyst for 20" Century Reforms Weaker in 215t

23 No Religion
®23 Catholic

23 Evangelical
20%

Americans’ Religious Identifigation by % of Population

17e

¢ 14 Other
Affiliations
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Source: Analysis of General Social Survey by Ryan P. Burge, E. IL. U in CNN — Rosen & Tromas —


https://www.cnn.com/2019/04/13/us/no-religion-largest-group-first-time-usa-trnd/index.html

EXPECT SOUND & FURY... SIGNIFYING REFORM

Capitalism Thrived In 20" Century as Systems Evolved

Reforming Protecting Addressing Fixing Safety Net /
Politics Consumers Inequality Social Compact

DIRECT ELECTION OF
SENATORS

1671 AMENDMENT

* Income tax (1913)

-

AN P L 2l
Congress s‘n:t‘?‘ “a}cn.\"
has the by j /j&
right to tax . °/ - ol
people’s < ’ 2

[——

w7 <= pown wirn
| o SI7 “% CHILD LABOR
collective b@RgaIning M g

out of conflict ?‘%L i) |

Tillman Act of 1907... Federal Trade
Commission

...bans corporate political
contributions

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——



AGENDA FOR THE ROARING 2020’s

) INCOME INEQUALITY

|

T
s ;
T

|

TAXES & SPENDING

(TAXES: income, estate, wealth, carried interest, carbon, nonprofits,
business share; SPENDING: unfunded entitlements, rural infrastructure)

MODERNIZING THE SAFETY NET

(health care; retirement security; education affordability/relevance;
automation adjustment assistance)

REGULATING MARKET EXCESS
(antitrust; environment; data privacy; rules for emerging tech)

REINVENTING THE SOCIAL COMPACT
(stakeholders vs shareholders; political reforms; broadening opportunity)

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——



Prelude to a New Decade
The Politics of 2019-2020



2019: DEALS OR DISTRACTIONS?

Debt ceiling

Sequester relief & FY21
Approps (or shutdown 10/1)

Disaster relief

Nat’l Flood insurance
(expires 5/31/19)

National Defense
Authorization Act

Data Privacy

HEALTH: Prescription Drug
prices, ‘surprise bills’ &
health care affordability

USMCA (new NAFTA)
Tax Extenders/Fixes (expired)
USA Freedom (expiring)
Higher Education Act

Oversight & Subpoenas

Mueller Report fallout...
Impeachment?

Border security & wall
funding

Green New Deal & climate
regulations

HEALTH: MFA & ACA
improvements

2020 Dem Presidential
debates start in June ‘19

Trump team turnover &
fights vs Media

—— |

LT T

e 1L

Judicial nominations

TRADE: China tariffs &
“cease fire” deal

TRADE: New export
controls on tech

TRADE: Autos, steel,
aluminum, uranium

TRADE: EU, UK, Japan
deals

TRADE: Sanctions (Iran,
Venezuela, Russia)

HEALTH: Rx pricing &
annual Medicare
payment regulations

TAX: Implementing TCJA
FTC privacy cases
FCC 5G spectrum



THE PARTIES IN 2019: UNITED BY TRUMP

68 Other Party Approval after 27 Months (Gallup)
50

HW BUSH BUSH43 KENNEDY TRUMAN NIXON REAGAN CARTER CLINTON OBAMA TRUMP

Gulf Wars Own Party Approval after 27 Months (Gallup)

77
73
I I I |

BUSH43 HW BUSH TRUMP KENNEDY OBAMA REAGAN NIXON CLINTON TRUMAN LBJ CARTER

MEHLMAN CASTAGNETTI

Source: Gallup — ROSEN & THOMAS ——

52



https://news.gallup.com/interactives/185273/presidential-job-approval-center.aspx

DEMOCRATS TRENDING LEFTWARD: 2020 WOKEATHON

Primary-voting “partisans react most favorably toward ideological extremists”

* CHH
FHLIRSDLY

e

L L

LML LR | e
DISPATCH| GET RID OF THEELECTORAL COLLEGE
L

Sanator Warren on her plans 1o g pand voling rights LA -:' J

% of Democrats Who Call

Public colleges and Themselves “Liberal”
universities tuition-free?
Damn right! That is

exactly what we

should be doing.” %g 'S

BEAI(ING NEWS
\WARREN PROPOSES "WEALTH TAX" TO COMBAT INEQUALITY  &lzMSNBC

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——

Sources: Quote = Y. Lelkes, U. Penn; Gallup per Five Thirty-Eight


https://fivethirtyeight.com/features/most-democrats-now-identify-as-liberal/

FUTURE AGENDA OF GOP?... TURNS ON 2020

TRUMP WINS IN 2020 TRUMP LOSES IN 2020
Defend capitalism, fight “socialism” ECONOMIC Reformicons return?
Deficits don’t matter FISCAL Born-again deficit hawks
America First, con't. FOREIGN POLICY Rebuild Western alliance
Tariff Man/ US vs China TRADE US & Allies vs China
Sonunued hardiline INIVIGRATION Viodestmoederation

Pro-Gun, Pro-Life, anti-PC SOCIAL Pro-Gun, Pro-Life, softer tone

100% deregulatory ENERGY Growing climate interest

MEHLMAN CASTAGNETTI
—— ROSEN & THOMAS ——



ELECTIONS AHEAD: BET ON CHANGE?

Change in Control of House, Senate and/or White House

1960 1962 1964 1966 1968 1970 1972 1974 1976 1978

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998

2000)52002 ) 2004 { 2006/12008/2010) 2012 (2014)(2016) 2018

ELECTION

2020
‘A

MEHLMAN CASTAGNETTI
& THOMA:

S s ——



2020 CONGRESSIONAL BATTLEFIELD

GOP NEEDS 18 TO WIN HOUSE
2016 Presidential D SEATS R SEATS

235 199
Clinton 5+ 187

Clinton 0-5

Trump 0-5

Margin in District

Trump 5+

2016 Presidential | D STATES | R STATES

Margin in District

Clinton 5+
Clinton 0-5
Trump 0-5

Trump 5+

MEHLMAN CASTAGNETTI
Source: D. Wasserman (House); Photos licensed from AP — Rosen &Tromas ——


https://docs.google.com/spreadsheets/d/1WxDaxD5az6kdOjJncmGph37z0BPNhV1fNAH_g7IkpC0/edit#gid=0

2020 PRESIDENTIAL CAMPAIGN

i
TRUMP TAILWINDS :'2:55’5"3 TRUMP HEADWINDS

1. JOB APPROVAL.: (45) > Reagan 1. JOB APPROVAL.: stuck, only
(41) & Clinton (44) at same time POTUS never > 50%

2. BASE: Historic approval 2. BASE: Historic #resistance

3. CHOICE: Elections are a choice, 3. CHOICE: 53% of voters will
not referendum “definitely not” vote Trumpt

4. ELECTORAL COLLEGE: all that 4. Trump approval under water
counts, not national popular vote in MI -12, WI -12, PA -7, OH -5

5. BET: on “Anti-Establishment” 5. BET: on “Change”

6. OPPONENTS: Help... many Foils 6. OPPONENTS: Hurt... intense
on Left / “Socialism” media scrutiny & oversight

7. ECONOMY: Still hot... 3.8% 7. ECONOMY: Recession risks

unemployment, confidence high growing, esp. globally

|Z
zZz
el
-4 >
’ﬂ

Sources: TOuinniniac Mar 2019 (53%): * Mornina Consult Apr 2019 (states)


https://heavy.com/news/2019/03/quinnipiac-university-poll-democrats-2020-trump/
https://morningconsult.com/tracking-trump/

IS IT ALWAYS “THE ECONOMY, STUPID”?

No Recession in 2 Years Recession in 2 Years
Before Election Before Election

RECESSION?  President(Year) REELECTION? RECESSION?  President (Year) REELECTION?
NO Obama (2012) YES YES Bush41 (1992) NO
NO Bush43 (2004) YES YES Carter (1980) NO
NO Clinton (1996) YES YES Ford (1976) NO
NO Reagan (1984) YES YES Hoover (1932) NO
NO Nixon (1972) YES YES Coolidge (1924)

NO LBJ (1964) YES YES Taft (1912) NO
NO IKE (1956) YES
NO Truman (1948) YES
NO FDR (1944) YES
NO FDR (1940) YES
NO FDR (1936) YES
NO Wilson (1916) YES

MEHLMAN CASTAGNETTI

Sources: Recessions (Wikipedia); Observation (Adrian Gray) —— RosEN & Tromas ——


https://en.wikipedia.org/wiki/List_of_recessions_in_the_United_States

To be added to future slide distribution: bruce@mc-dc.com

http://www.mehlmancastagnetti.com/

MEHLMAN CASTAGNETTI
— ROSEN & THOMAS —

IS one of the nation’s most innovative
government relations firms, offering strategic
solutions to companies, trade associations,
non-profits, and entrepreneurs that help them
succeed in Washington.

OTHER RECENT MCR&T ANALYSES:

Q1 ’19: Permissionless: http://bit.ly/Permissonless
Nov. ’18: Midterm Elections: http://bit.ly/SplitDecision2018
Q2 “18: Empowered America: http://bit.ly/EmpoweredAmerica
Q1°’18: Why 2018 Will Make 2017 Seem Tame: http://bit.ly/Mehiman2018
Q4 ‘17: Navigating the New Gilded Age: http://bit.ly/Mehiman NewGildedAge
Q3 ‘17: Washington in the Age of Disruption: http://bit.ly/Mehiman-Age-of-Disruption



http://www.mehlmancastagnetti.com/
http://bit.ly/Permissonless
http://bit.ly/SplitDecision2018
http://bit.ly/EmpoweredAmerica
http://bit.ly/Mehlman2018
http://bit.ly/Mehlman_NewGildedAge
http://bit.ly/Mehlman-Age-of-Disruption
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