




““... [A] rash of new data, including Treasury ... [A] rash of new data, including Treasury 
Department figures released yesterday Department figures released yesterday 
showing a net sellshowing a net sell--off by foreigners of U.S. off by foreigners of U.S. 
bonds in August, has stoked debate over bonds in August, has stoked debate over 
whether overseas investors whether overseas investors –– private private 
individuals, institutions and government individuals, institutions and government 
central banks central banks –– are growing dangerously are growing dangerously 
bearish on the U.S. economy.”bearish on the U.S. economy.”

Foreign Creditors May Be Starting to Foreign Creditors May Be Starting to 
Look Elsewhere for InvestmentLook Elsewhere for Investment

–– Washington PostWashington Post, “Bearish on Uncle Sam?, “Bearish on Uncle Sam?
As Foreign Investment Shows Decline,As Foreign Investment Shows Decline,
Economists Keep Watch”Economists Keep Watch”

October 19, 2004October 19, 2004



““A turn in overseas attitudes toward the A turn in overseas attitudes toward the 
United States could ripple deeply United States could ripple deeply 
through the economy, depressing the through the economy, depressing the 
market, raising interest rates and market, raising interest rates and 
pushing down the value of the dollar.”pushing down the value of the dollar.”

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

–– Washington PostWashington Post, “Bearish on Uncle Sam?, “Bearish on Uncle Sam?
As Foreign Investment Shows Decline,As Foreign Investment Shows Decline,
Economists Keep Watch”Economists Keep Watch”

October 19, 2004October 19, 2004



Deficits in 2003 and 2004 Far ExceedDeficits in 2003 and 2004 Far Exceed
Previous Record in Dollar TermsPrevious Record in Dollar Terms
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Deficit totals $413 billion
in 2004

Previous record deficit
of $290 billion in 1992
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Increase in Debt in 2004 is Far GreaterIncrease in Debt in 2004 is Far Greater
Than the $413 Billion DeficitThan the $413 Billion Deficit

$0

$200

$400

$600

$800

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

$413 B

2004 Increase in2004 Increase in
Gross DebtGross Debt

2004 Deficit2004 Deficit

$413 B$413 B
DeficitDeficit

$151 B$151 B
Social SecuritySocial Security

$29 B
Other

$593 B

($ in billions)($ in billions)



$5

$7

$9

$11

$13

$15

2001 2005 2010 2014

Assuming Bush Tax Cuts Made Permanent, Bush Defense 
Buildup, AMT Reform, and Ongoing War Costs

Gross Federal Debt

Source:  CBO, SBC, and U.S. Department of Treasury
Note:  CBO September 2004 estimate with Bush tax cuts made permanent, 
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Top Ten Countries Holding Our Top Ten Countries Holding Our 
National DebtNational Debt

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

JapanJapan $722 B$722 B
ChinaChina $172 B$172 B
United KingdomUnited Kingdom $135 B$135 B
“Caribbean Banking Centers”“Caribbean Banking Centers” $91 B$91 B
South Korea South Korea $63 B$63 B
TaiwanTaiwan $56 B$56 B
Hong Kong Hong Kong $49 B$49 B
Switzerland Switzerland $49 B$49 B
Germany Germany $48 B$48 B
OPECOPEC $43 B$43 B



Foreign Holdings of U.S. TreasuryForeign Holdings of U.S. Treasury
Debt Have Increased 82 PercentDebt Have Increased 82 Percent

Under President BushUnder President Bush

Source: U.S. TreasurySource: U.S. Treasury
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““[Former Federal Reserve Board Chairman [Former Federal Reserve Board Chairman 
Paul Volcker] said in response to a Paul Volcker] said in response to a 
question about the likelihood of a currency question about the likelihood of a currency 
crisis in the near future that he believes crisis in the near future that he believes 
there is a ‘75 percent’ chance of such a there is a ‘75 percent’ chance of such a 
crisis, which could be fueled by a decision crisis, which could be fueled by a decision 
by other nations to reduce their purchase by other nations to reduce their purchase 
of U.S. securities.”of U.S. securities.”

Former Fed Chairman Volcker BelievesFormer Fed Chairman Volcker Believes
Large Amount of ForeignLarge Amount of Foreign--Held DebtHeld Debt
Increases Chance of Currency CrisisIncreases Chance of Currency Crisis

–– BNABNA
October 29, 2003October 29, 2003




