
$5.6 Trillion Surplus Projection Turned Into$5.6 Trillion Surplus Projection Turned Into
$3.5 Trillion Deficit Projection$3.5 Trillion Deficit Projection

(FY 2002(FY 2002--2011)2011)

Source:  CBO January 2001 baseline and CBO September 2004 baseliSource:  CBO January 2001 baseline and CBO September 2004 baselinene
with Bush budget policies, AMT reform, and ongoing war costs.with Bush budget policies, AMT reform, and ongoing war costs.
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Deficits Have Worsened in EachDeficits Have Worsened in Each
of the Last Four Yearsof the Last Four Years

Source:  OMB, U.S. Department of TreasurySource:  OMB, U.S. Department of Treasury

-$500

-$300

-$100

$100

20012001

(Deficit in billions of $)(Deficit in billions of $)

$127 B

-$413 B
-$377 B

20032003 2004200420022002

-$158 B



 Deficits Deficits with Bush Tax Cuts Made Permanent, Bush with Bush Tax Cuts Made Permanent, Bush
Defense Buildup, AMT Reform, and Ongoing War CostsDefense Buildup, AMT Reform, and Ongoing War Costs

Source:  U.S. Department of Treasury, CBO, and SBCSource:  U.S. Department of Treasury, CBO, and SBC
Note:  CBO September 2004 estimate with Bush tax cuts made permanent,Note:  CBO September 2004 estimate with Bush tax cuts made permanent,
Bush defense buildup, Bush defense buildup, AMT reform, and ongoing war costs.AMT reform, and ongoing war costs.
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Source:  CBO September 2004 estimatesSource:  CBO September 2004 estimates
Note:  Includes interest costNote:  Includes interest cost
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Cost of Extending Tax Cuts ExplodesCost of Extending Tax Cuts Explodes
Outside Five-Year Budget WindowOutside Five-Year Budget Window
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Ten-year cost toTen-year cost to
extend tax cutsextend tax cuts

FY 2005-2014FY 2005-2014

Sept 9



Source:  CBO September 2004 estimatesSource:  CBO September 2004 estimates
Note:  Cost to reform AMT if tax cuts areNote:  Cost to reform AMT if tax cuts are
made permanent, including interest.made permanent, including interest.
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20052005 20072007 20092009 20112011 20132013
$0$0

$20$20

$40$40

$60$60

$80$80

$100$100

$120$120

Cost of AMT Reform ExplodesCost of AMT Reform Explodes
Outside Five-Year Budget WindowOutside Five-Year Budget Window

$603 billion ten-year$603 billion ten-year
cost to reform AMTcost to reform AMT

FY 2005-2014FY 2005-2014

Bush Budget provides
for only one year of

AMT reform



LongLong--Term Costs Underfunded for Term Costs Underfunded for 
Ongoing Operations in Iraq, Afghanistan, Ongoing Operations in Iraq, Afghanistan, 

and Continuing War on Terrorand Continuing War on Terror

Source:  OMB and CBO September 2004 estimatesSource:  OMB and CBO September 2004 estimates
Note:  Contingent Reserve Fund available upon enactment in AugusNote:  Contingent Reserve Fund available upon enactment in August 2004t 2004
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Under Bush Budget, Every Penny Under Bush Budget, Every Penny 
of Social Security Surplus Spentof Social Security Surplus Spent

Source:Source: CBOCBO
Note:  Amount of Social Security surplus spent on tax cuts and oNote:  Amount of Social Security surplus spent on tax cuts and other things,ther things,
instead of saved to prepare for retirement of baby boom generatiinstead of saved to prepare for retirement of baby boom generation.on.
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Bush Budget Provides No Funding Bush Budget Provides No Funding 
for Social Security Reform for Social Security Reform 

Transition CostsTransition Costs

Source:  OMB, Report of the President’s Commission to StrengthenSource:  OMB, Report of the President’s Commission to Strengthen Social SecuritySocial Security
Note:  Including debt service, in 2004 dollarsNote:  Including debt service, in 2004 dollars
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Source:  2004 Social Security Trustees ReportSource:  2004 Social Security Trustees Report
Note:  OASI beneficiariesNote:  OASI beneficiaries

(Millions of people)(Millions of people)

Number of Social Security Beneficiaries Number of Social Security Beneficiaries ExplodesExplodes
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CBO Report on Long-Term Budget OutlookCBO Report on Long-Term Budget Outlook
Shows Bush Tax Cuts Exploding DeficitShows Bush Tax Cuts Exploding Deficit

(Deficit as % of GDP)(Deficit as % of GDP)

Source:  CBO report, "The Long-Term Budget Outlook," December 2003Source:  CBO report, "The Long-Term Budget Outlook," December 2003
Note:  CBO scenario #1.Note:  CBO scenario #1.
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*Debt limit was not increased between August 1997 and June 2002.*Debt limit was not increased between August 1997 and June 2002.
Source:  OMB and SBCSource:  OMB and SBC

$0

$500

$1,000

($ in Billions, Annual Increases in Statutory Debt Limit)($ in Billions, Annual Increases in Statutory Debt Limit)

Debt Limit Increases More Than $2.2 Trillion Debt Limit Increases More Than $2.2 Trillion 
Under President BushUnder President Bush

$0

$450 B

$984 B

$800 B

19981998--20012001 20022002 20032003 20042004

Debt limit was not 
increased for five 

straight years*



Total Federal Interest Costs 
Soar Under Bush Policies

FY 2002-11

Source:  CBO, U.S Department of Treasury
Note:  CBO September 2004 estimate with Bush tax cuts made 
permanent, Bush defense buildup, AMT reform, and ongoing war costs
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Deficits and Debt Will Slow Deficits and Debt Will Slow 
Economic GrowthEconomic Growth

““To the extent that going forward we run large To the extent that going forward we run large 
sustained deficits in the face of full employment, sustained deficits in the face of full employment, 
it will in fact crowd out capital accumulation and it will in fact crowd out capital accumulation and 
otherwise slow economic growth.”otherwise slow economic growth.”

––CBO Director Douglas HoltzCBO Director Douglas Holtz--EakinEakin
Testimony before the Senate Budget CommitteeTestimony before the Senate Budget Committee
September 3, 2003September 3, 2003



Higher Interest Rates WillHigher Interest Rates Will
Burden FamiliesBurden Families

For the typical American family, a one For the typical American family, a one 
percent increase in interest rates will percent increase in interest rates will 
raise the payment on a 30raise the payment on a 30--year home year home 
mortgage of $150,000mortgage of $150,000
by by $1,200 per year$1,200 per year..



Paying Down Debt is AlsoPaying Down Debt is Also
a “Moral Values” Issuea “Moral Values” Issue

““Future generations shouldn’t be Future generations shouldn’t be 
forced to pay back money that we forced to pay back money that we 
have borrowed.  We owe this kindhave borrowed.  We owe this kind
of responsibility to our childrenof responsibility to our children
and grandchildren.”and grandchildren.”

––President George W. BushPresident George W. Bush
Radio AddressRadio Address
March 3, 2001March 3, 2001



Top Ten Countries Holding Our Top Ten Countries Holding Our 
National DebtNational Debt

Source:  Department of TreasurySource:  Department of Treasury
Note:  As of September 2004Note:  As of September 2004

JapanJapan $720 B$720 B
ChinaChina $174 B$174 B
United KingdomUnited Kingdom $135 B$135 B
“Caribbean Banking Centers”“Caribbean Banking Centers” $100 B$100 B
South Korea South Korea $67 B$67 B
TaiwanTaiwan $57 B$57 B
Germany Germany $51 B$51 B
Hong Kong Hong Kong $50 B$50 B
Switzerland Switzerland $48 B$48 B
OPECOPEC $43 B$43 B



Foreign Holdings of U.S. TreasuryForeign Holdings of U.S. Treasury
Debt Have Increased 83 PercentDebt Have Increased 83 Percent

Under President BushUnder President Bush

Source: U.S. TreasurySource: U.S. Treasury
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U.S. Increasingly Reliant onU.S. Increasingly Reliant on
Financing from Asian GovernmentsFinancing from Asian Governments

––New York TimesNew York Times, “Private Investors Abroad , “Private Investors Abroad 
Cut Their Investments in the U.S.”Cut Their Investments in the U.S.”
By Eduardo PorterBy Eduardo Porter
October 19, 2004October 19, 2004

““...[N]ew data accentuated how dependent the United ...[N]ew data accentuated how dependent the United 
States has become on purchases of dollar securities States has become on purchases of dollar securities 
by the Chinese and other Asian governments with by the Chinese and other Asian governments with 
links to the dollar.links to the dollar. ‘Foreign central banks saved the ‘Foreign central banks saved the 
dollar from disaster,’ said Ashraf Laidi, chief currency dollar from disaster,’ said Ashraf Laidi, chief currency 
analyst of the MG Financial Group.analyst of the MG Financial Group. ‘The stability of ‘The stability of 
the bond market is at the mercy of Asian purchases the bond market is at the mercy of Asian purchases 
of U.S. Treasuries.’”of U.S. Treasuries.’”



Large Amount of ForeignLarge Amount of Foreign--Held DebtHeld Debt
Could Lead to Economic TurmoilCould Lead to Economic Turmoil

––New York TimesNew York Times, “Private Investors Abroad , “Private Investors Abroad 
Cut Their Investments in the U.S.”Cut Their Investments in the U.S.”
By Eduardo PorterBy Eduardo Porter
October 19, 2004October 19, 2004

““... A disorderly situation would occur if foreign ... A disorderly situation would occur if foreign 
money dried up suddenly when the United money dried up suddenly when the United 
States still needed it. Then, the adjustment in States still needed it. Then, the adjustment in 
American savings might happen involuntarily. American savings might happen involuntarily. 
Interest rates would rise sharply, and the dollar Interest rates would rise sharply, and the dollar 
could fall abruptly. This could induce a sharp could fall abruptly. This could induce a sharp 
economic contraction, even stagflation.”economic contraction, even stagflation.”





Value of Dollar Falls as ForeignValue of Dollar Falls as Foreign
Investors See Deficits ClimbingInvestors See Deficits Climbing

––Wall Street JournalWall Street Journal, “Dollar Lacks Backers, “Dollar Lacks Backers
as Deficit Worries Dominate”as Deficit Worries Dominate”
By Silvia Ascarelli and Tom SimsBy Silvia Ascarelli and Tom Sims
November 8, 2004November 8, 2004

““What is going to prop up the sliding dollar?What is going to prop up the sliding dollar?

“… Currency strategists say the dollar’s inability to capitalize“… Currency strategists say the dollar’s inability to capitalize on on 
news of 337,000 jobs created in October reveals the market’s news of 337,000 jobs created in October reveals the market’s 
skepticism about whether a second term for President Bush will skepticism about whether a second term for President Bush will 
reverse deficit spending and a record currentreverse deficit spending and a record current--account deficit, the account deficit, the 
broadest gauge of the nation’s balance of payments.broadest gauge of the nation’s balance of payments.

“Many outside the U.S. fear that last week’s election results, “Many outside the U.S. fear that last week’s election results, 
which returned Mr. Bush to the White House and gave which returned Mr. Bush to the White House and gave 
Republicans firm control of Congress, will give the government Republicans firm control of Congress, will give the government 
even more latitude to spend, worsening the deficit.”even more latitude to spend, worsening the deficit.”



Dollar Declines More Than
30 Percent Against Euro
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““Policy choices will determine where we Policy choices will determine where we 
go. We will not grow our way out of go. We will not grow our way out of 
this.this. It is no longer the case that we can It is no longer the case that we can 
blame everything on the economy.”blame everything on the economy.”

–– CBO Director Douglas HoltzCBO Director Douglas Holtz--EakinEakin
As quoted in As quoted in New York TimesNew York Times
November 4, 2004November 4, 2004

CBO Director HoltzCBO Director Holtz--Eakin Believes Deficits Eakin Believes Deficits 
Can No Longer Be Blamed on Weak EconomyCan No Longer Be Blamed on Weak Economy



U.S. Trade DeficitU.S. Trade Deficit

Source:  Department of CommerceSource:  Department of Commerce
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