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Why We Are Bullish on DOGE

The Department of Government Efficiency (DOGE) is a Presidential advisory group set up to trim government
spending. Elon Musk, one of the co-heads of the agency (alongside Vivek Ramaswamy), said the goal was to trim
$2 trillion in spending from a roughly $7 trillion per annum federal budget. Some market participants have dismissed
this idea. We vehemently disagree with these folks. There is immense waste, fraud, and abuse in the government
in addition to a broadly (and extremely) inefficient framework under which the federal government operates.

For example, according to a recent Government Accountability Office (GAO) report to Congress (see link), data
from 2018 to 2022 show that the federal government loses between $233 billion to $521 billion annually to
fraud. Also, remember that reconciliation scores budgeting over a 10-year period, which means that this equates
to trillions of dollars in potential savings.

Specifically, substantial cost cuts could be had in military procurement considering that the Department of Defense
has failed every single audit since they became legally compulsory in 2018. Last fiscal year alone, outlays for
national defense totaled $1.0 trillion, meaning significant savings are likely to be had. DOGE can help address this
by highlighting the inefficiencies in the department.

Moreover, it is worth considering the relative parsimony of the first Trump Administration. In the chart below, we
show total federal expenditures by election year. Through the first three years of Trump 1.0, government outlays
were essentially flat at a 0.2% annualized rate, which is the third smallest amount in our sample. It was only after
the onset of the global pandemic, when the United States economy was forced to close, that government spending
increased, largely in the form of income support to businesses and households.

The fact that total federal spending was so contained in the first Trump Administration, combined with DOGE’s
novel waste cutting mission, makes us bullish on the prospect for meaningful fiscal reform at the Federal level.

Cuts in federal spending will free up scarce resources, dampen inflationary pressures and weigh on long-term
interest rates, which are all positive for risk assets and stocks. Consequently, investors should cheer not jeer DOGE.
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https://www.gao.gov/assets/gao-24-105833.pdf

Disclaimers

This document is provided by SMBC Group (including, collectively or individually, Sumitomo Mitsui Banking Corporation,
SMBC Nikko Securities America, Inc., and their affiliates, as applicable) for informational purposes only, solely for use by
the client(s) or potential client(s) to whom such document is directly addressed and delivered. This document was prepared
by SMBC Group’s economist(s).

This document has been prepared for and is directed at institutional investors and other market professionals, and is not
intended for use by retail customers. It does not take into account any specific investment objective, financial situation, or
particular need of any recipient. The information contained herein should, for whatever purpose, be used solely at the
discretion and responsibility of the recipient. SMBC Group does not accept any liability or responsibility for any results in
connection with the use of such information. Recipients are responsible for making final investment decisions and should
do so at their own discretion following their own independent analysis and assessment of the merits of any transaction prior
to execution, after conducting a careful examination of all documentation delivered, explanatory documents pertaining to
listed securities, prospectuses, and other relevant documents. The financial instruments discussed may be speculative and
may involve risks to principal and interest.

Conflicts of Interest Disclosures

The views, statements, assumptions and forecasts expressed herein may differ from those expressed in globally branded
research produced by SMBC Group. The trading desks of SMBC Group trade or may trade as principal in the financial
instruments that are the subject of this material, and the author(s) of this document may have consulted with the trading desks
while preparing this document. The proprietary interests of SMBC Group may conflict with those of the recipient. SMBC
Group may seek to do business with the companies mentioned in this material and the trading desks may accumulate, be in
the process of accumulating or have accumulated, long or short positions in the financial instruments mentioned and may
have acquired them at prices no longer available. The trading desks may also have or take positions inconsistent with the
views expressed in this document or may have already traded on those views.

This material is not a research report, and neither this material nor its author(s) is subject to policies and procedures that
apply to the globally branded research reports and research analysts of SMBC Group or to legal requirements designed to
promote the independence of investment research. It is not subject to any prohibition on dealing ahead of the dissemination
of investment research. This means that on the date of this document, SMBC Group, and its directors, representatives, or
employees, may have a long or short position in any of the instruments mentioned in this document and may make a market
or trade in instruments economically related to the securities, derivatives or other underlying assets mentioned herein, in each
case either as principal or as agent.

No part of the author(s) compensation was, is, or will be, directly or indirectly related to the specific recommendations or views
expressed herein. The personal views of authors may differ from one another.

This document is the property of SMBC Group, subject to copyright. Any reproduction of this document, in whole or in part,
is prohibited, and you may not release this document to any person, except to your advisors and professionals to assist you
in evaluating the document, provided that they are obligated, by law or agreement, to keep the document confidential.
Distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law.
Recipients of this document are required to inform themselves of and comply with all such restrictions or prohibitions.

© 2024 SMBC Group. All rights reserved.



