
Client Conversations – Winter 2021

Q: Why hasn’t the explosion in government debt caused a problem for the market? When will 
it?

A: If the skyrocketing national debt level keeps you up at night, you’re not alone. Many investors have
been concerned about elevated debt levels and their effects on the economy, especially since the
two pandemic-related stimulus bills have caused it to soar by more than 25 percent. 

In the U.S., fiscal stimulus and relief programs in 2020 are estimated to exceed $4 trillion, or nearly
20 percent of gross domestic product (GDP). With an expansion of unemployment benefits, monetary
support going directly to households, grants and forgivable loans going out to small businesses, and
support to hospitals and health agencies combating COVID-19, the relief programs are targeted at
limiting economic damage while supporting virus containment efforts until widespread vaccination is
available.
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During a crisis, there is no alternative to acting quickly to limit the damage—and markets have so far
cheered the actions of policymakers. However, government spending on this scale raises questions
about the long-term effects of a growing national debt. The Congressional Budget Office (CBO)
estimates that the federal budget deficit will reach $3.3 trillion in 2020, a level (as a percentage of
GDP) that has not been seen since World War II. This follows on the heels of a $1 trillion budget
deficit in 2019.
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One risk of our swelling national debt is higher interest rates. If investors were to become less
comfortable lending money to the U.S. government to finance its deficits, they would require more
compensation in the form of higher interest rates. Higher rates, in turn, would increase the cost of
carrying such high levels of debt and serve as an impediment to growth that leads to even more
borrowing and so on.

Fortunately, this scenario is less likely to occur in the U.S. than in other parts of the world, because of
the U.S. dollar’s enviable position as the world’s reserve currency. Global demand for dollar-
denominated assets serves as a steady source of demand for Treasury bonds, keeping interest
rates—and therefore borrowing costs—low. 

Another consequence of higher debt levels is the risk that servicing the debt reduces our country’s
ability to invest in other important areas, such as education, research, infrastructure, defense, and
combating climate change, which could harm our competitiveness on the world stage. 

Finally, there is the risk of inflation. Policy tools can be imprecise, sometimes with delayed
effects—leading to the risk of an overshoot if stimulus that is applied with the intent of limiting
economic damage winds up overheating the economy. 

The same concerns were expressed in 2008 when a collapse in housing prices triggered a global
financial crisis. During that time, we saw (albeit smaller in scale) similar monetary stimulus but no
inflation. Also noteworthy, despite decades of large deficits and low or negative interest rates,
inflation has not become a problem for Japan.

Economists are divided on the severity of these risks. Some believe that debt concerns are
overblown, while others claim that increased debt places our privileged global position at risk. Either
way, the debt issue (and this debate) is likely to extend well into the future, as an economy that
continues to recover would be less tolerant of higher taxes or reduced spending.

Q: My spouse and I are talking about divorce. What kind of changes should I anticipate 
around insurance coverage?

A: Few life changes are more consequential than a divorce. In addition to the financial and emotional
challenges of ironing out a settlement, attending court hearings, and dealing with competing
attorneys, you’ll also face special concerns about your insurance coverage. Since there’s a lot going
on during a divorce, insurance may not be top of mind, but it’s important to be aware of how you and
your family will be impacted. 

Planning for these changes should begin long before the divorce is final. And because it’s common
for one spouse to maintain employer-provided insurance for the family, the breakup of a marriage can
have serious insurance consequences for the other spouse and young children in the family,
especially if he or she was not employed outside the home.
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Health Insurance

Often, one spouse participates in a group health insurance plan at work that provides coverage for
both spouses. When a divorce occurs, coverage for the other spouse will often end, unless the
divorce decree requires continuation of coverage.

If there is no such requirement, temporary protection may be provided by the Consolidated Omnibus
Budget Reconciliation Act (COBRA). This federal law protects employees of companies with 20 or
more workers and their dependents from losing group insurance coverage as a result of job loss or
other life changes like a divorce. Certain governmental and nonprofit enterprises are exempt. 

If your ex-spouse maintained family health coverage through work, you may, at your own expense,
continue this group coverage for up to 36 months, or until you remarry or get coverage under another
group health plan. 

If you are eligible for health insurance through your own employer, talk to your human resources
department about your options. This can be more cost efficient than COBRA and keeps you out of
your ex’s company plan. Although you generally have to wait for certain times of the year to join
employer health insurance, losing your previous coverage due to a divorce launches a special
enrollment period for you to sign up for your employer’s plan.

Life Insurance 

If you’re a custodial parent, make sure the life of the noncustodial parent is insured. You don’t want to
end up in a position in which child support payments suddenly end because an ex-spouse dies. The
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same principle applies to alimony payments. Life insurance can protect you and your children in case
of untimely death. If you have trouble paying the policy premiums, you can petition the court to have
alimony and child support payments increased to cover the cost. 

If you don’t have custody of your children, you’ll still want to insure the life of your ex-spouse. If he or
she were to die, you would likely gain custody of your children, increasing your expenses
dramatically. If you can’t get new insurance on your ex-spouse, have his or her existing policies
transferred to you as the new policyowner and beneficiary. This can be planned as part of the divorce
agreement. 

Disability Income Insurance

If you receive alimony or child support, another risk to your income may arise if your former spouse
becomes disabled. If he or she has no disability insurance and is unable to work, the court may
modify the alimony and child support obligation, reducing or eliminating payments to you. 

With a disability policy, your ex-spouse will receive benefits each month and may be capable of
paying the same amount of alimony and child support. Planning for disability insurance should be
completed before the divorce is final. Unlike life insurance, you can’t own a disability policy on
someone else. So, the divorce decree may require that your ex-spouse pay the premiums on a policy
and that you are entitled to regularly receive proof that the policy is in force.

Property Insurance

At a high level, you’re going to have three options when changing your home insurance after a
divorce: You can cancel your joint policy, you can take a person off of your shared policy, or, if you’re
ordered to stay in the same dwelling, you can keep the coverage the way it is. However, there are a
few different things that you’ll have to do to for each scenario. 

Canceling your joint policy will be a group effort—your insurance agent will require consent in writing
from both ex-spouses. This method will probably work best if you are both leaving the house and
going your separate ways.

If you’re the primary policyholder, you can remove your ex-spouse from the policy by giving your
insurance carrier a copy of your divorce decree. If you’re not sure who the primary policyholder is, it’s
usually the person who called in to set up the policy (even if you’ve both signed the deed, loan, or
policy). If you are not the policyholder, the options you’ll have are to prove that you have insurable
interest, remove yourself from the policy, or arrange to be the responsible party for the insurance
payments.

Insurance Beneficiaries

During or after a divorce, your choices on beneficiaries may be somewhat limited. For example, if a
court ordered that you must continue an existing policy with your ex-spouse as beneficiary, you
cannot change it. If you’re under no such constraints, however, your choice usually boils down to
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either your estate, your ex-spouse, or your children.

Designating your estate as beneficiary will tie up the insurance proceeds in probate. And unless you
need to protect alimony or child support payments, you probably have no need or desire to name
your ex-spouse as beneficiary. Designating your children as beneficiaries may be your best course
but doing so can be very complicated if they are minors. One solution is to create a trust for the
children and name the trust as beneficiary. 

Remember: Divorce laws may differ from one state to the next, so consult an experienced legal
professional before proceeding. Your situation is unique, so make sure that you also sit down with
your financial and tax advisors to make sure that your plan is right for you.

Legal Notice

This material is intended to be informational only and does not constitute legal, accounting, or tax
advice. Please consult the appropriate legal, accounting, or tax advisor if you require such advice.
The opinions expressed in this report are subject to change without notice. This material has been
prepared or is distributed solely for informational purposes. It may not apply to all investors or all
situations and is not a solicitation or an offer to buy any security or instrument or to participate in any
trading strategy. The information and statistics in this report are from sources believed to be reliable
but are not guaranteed by CAPTRUST Financial Advisors to be accurate or complete. All publication
rights reserved. None of the material in this publication may be reproduced in any form without the
express written permission of CAPTRUST: 919.870.6822.
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