Deficits Soar Since 2004

(@hillions)

$412 B deficit
in 2004 »

$128 B surplus
$-150
2001 2002

Notes Alllyears; arefiscal years.
Soeurce: CBO




Deficits Primarily Caused by Drop in
Revenues, Not Increase in Spending

(% of GDP)
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Source: SBC Democratic staff
Note: CBO March 2005 reestimate of Bush FY 2006 budget with AMT reform,
ongoing war costs, and the President’s Social Security privatization plan.



Comptroller General Walker Warns That
Fiscal Outlook Is Worse Than Claimed

“The simple truth 1s that our
nation’s financial condition Is

much worse than advertised.”

—GAO Compireller Generall David M. Walker
Speech to National Press Club
February 2, 2005




Long-Term Costs Underfunded for
Ongoeing Operations In lrag, Afghanistan,
and Coentinuing War on Trerrorn

($ in billions)

Bush supplemental
request includes $82
billion for ongoing
military operations in
Iraq, Afghanistan, and
war on terrorism, and
other items.

Amount in Bush Supplemental CBO Estimate of Outlays for;
Request for Ongoing Military Ongoing Military Operations
Operations in FY 2005 FY 2006-2015

Source: OMB, CBO




Coest off Bush liax: Cuts Explodes
Quiside Eive-Year Budget Window

(S billiens)

$1.8 Trillion
Ten-year cost of

Bush tax cuts
FY 2006-2015

Bush Budget only
covers first 5 years

l
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Soeurce: CBO; Bush EY 2006 Budget
Note: Includes debt service.




Cast off AMIIF Referm) Explodes
Quiside Eive-Year Budget Window

a0 ($ 1 billiens)

Bush FY 2006 Budget
includes no funding for
AMT Reform

\ $774 billion ten-year
cost to reform AMT

FY 2006-2015

$0
20/0)5] 20017 201! 2018

Source: CBO
Notes Includes interest cost, assumes tax: cuts made: permanent.
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Bush BudoeriHides
Worsening Budoer @Outiook

(Simnrhilliens)
$236 B

Bush Administration
Deficit Claim

2000 2005

Seurce: OMB; CBO; SBE Dem ecratic staff:

Notes CBOIVarch 2005 reestimate: o BUsii EY 2006
pPudgetwithirAVNFRETOrIM Yy GNGeINGg War Costs, and
the President's, Secial Securty/ privatization plan:.




Number off SeciallSecurity, Beneficiarnes; Explodes
With Retirement off Bahy/ Boeom Generation

. (Millfens; eff people)

81 million will receive Social
Security benefits in 2050

35
20)0)5) 2015 2025 2035

Source: 2005 Social Securty rustees Report
Note: @ASI heneficianes




President Bush Promised to
Protect Social Security

“None of the Social Security surplus
will be used to fund other spending
Initiatives or tax relief.”

— Excernpt from President Bush’s FY 2002 Budget
A Blueprint for New Beginnings




Uricler Bisia Paliclas Eveany Pariny
of Soclel Saelrlty Suralls Soen)

(Sunrtalliens)
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llax Cuts Explode as; lnust Eunad

Cash Surpluses Become Deficits
EYA2006-2025

(Billiens oii Dollars)

$900
M Bush Tax Cuts

B Medicare Surplus/Deficits
@ Social Security Surplus/Deficits

-$1,400
2006 2009 v, 2015 2018 2021

Source: Social Security Trustees 2005 Annual
Report, CBO, CBPP, and SBC Democratic staff




Comparing Long-Term Costs of

Medicare and Social Security
Present Value of Costs Over Next 75 Years

($in trillions)

$29.6 T

$40T

75-Year Shortfall 75-Year Shortfall
in Medicare In Sociall Security

Source: Social Security Trustees 2005 Annual Report




Bush Administration on Importance
of Paying Down Debt

“...(M)y budget pays down a record amount
of national debt. We will pay off $2 trillion of
debt over the next decade. That will be the
largest debt reduction of any country, ever.
Future generations shouldn’t be forced to
pay back money that we have borrowed. We
owe this kind of responsibility to our children
and grandchildren.”

—President George W. Bush
Radio Address
March 3, 2001




Publicly-Held Debt

Assuming Bush Budget Policies

$9.4 trillion
in 2015

$3.3 trillion
in 2001

$2
2001 2005 2010

Source: SBC Democratic staff
Note: CBO March 2005 reestimate of Bush FY 2006 budget with: AMT reform,
ongeing war costs, and the President’s Social Security privatization plan.




Top Ten Countries Holding Our
National Debt

Japan $702 B
China $196 B
United Kingdom $171 B
“Caribbean Banking Centers” $104 B

South Korea $67 B
OPEC $65 B
Germany. $60 B
Taiwan $59 B
Switzerland $53 B
Hong Kong $53 B

Source: Department of Treasury
Note: As of February 2005




Foreign Holdings off U.S. Treasunry
Debt Have Increased 97 Percent
Under President Bush

($ in trillions)

97%
Increase

$1.01T

$0.5 Foreign Holdings Foreign Holdings

of U.S. Debt in off U.S. Debt in
Januany 2001 February 2005

Source: U.S. Treasury.
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Central banks shun US assets

Shifting reserves to eurozone will deepen Bush's difficulties in funding deficit @ Actions likely to undermine dollar's value further

By Chrris Giles, Economics Editor
Central banks are shifting
reserves away from US assofs
nnd towards the eurczone in a
move that leoks set to deapen the
Bush administration's difficulties
in financing its ballooning cur-
rent account deficit.

In actions likely to undermine
the dollar’s value en currency
marketz, 70 per cent of central
bank reserve managers said they
had increased their exposure to
the euro over the past two years.
The majority thought eurozone
money and debt markets were as
attractive a destination for
investment as the US,

The findings cmerge from a
sgurvey of central bank reserve
managers published today and
conducted between September

and December of last vear, About
65 central banks, controlling
assets worth $1.700bo, took part
and the results showed a marked
change in attitude over the past
LW Vesrs,

Any rebalancing of central
bank reserve partfolios has seri-
pus implications for the global
financial system as the US has
become increasingly dependent
on official flows of funds to
finance its current account
deficit, estimated at $650bn in
i,
At the end of 2003, central
banks held 70 per cent of their
official reserves in  dollar-
depominated assets and central
bank purchases of US securities
had financed more than 80 per
cent of the the US current
account deficit in 2003,

Any reluctance to increase
exposure to dollar assets forther
could cause the greenback to
plunge on currency markets.

“The US cannot take support
for the dollar for granted,” said
Mick Carver, ope of the authors
af the study conducted by Cen-
tral Banking Publications, a com-
pany that specialises in reporting
an central banks.

“Central banks® enthusiasm for
the dollar seem to be cooling off.”

In a Murther worrying sign for
the greenback, 47 per cemt of
meserve managers surveved sabd
they expected the growth of offi
clal reserves to slow to less than
20 per cent over the next four
vears. Between the end of 2000
and mid-2004, official reserves
had increased by 66 per cent.

Slower reserve accumulation

growth implies the supply of offi-
cial finance is likely 1o becoms
more limited but few expect the
demand from the US for finanee
to slow. The consensus among
economists 15 that the US current
account deficit will increase to
$504bn in D005,

More than 90 per cent of cen
tral bank reserve managers said
that the income from reserve
manngement wis “important™ or
“Wery Important”,

o the two years sioee o similar
survey wias conducted, reserve
manngers had begun (o seek
higher returns for the money
under management.

For these managers, dollar
assets have becomse less mttrac-
tive because the fall in the dollar
since 2002 has reduced the yield
théy received and, in some cases,

has led to negative real returns,

Alan Grecnspan, (he chairman
of the Federal Reserve, warned in
Movember that there was o ikt
to the willlngmess of forelgn gov.
ernments o fnanee the US eur-
rent account defleit,

The survey was conducted on
the guarantes of anonymity for
the banks involved, The & oo
tral banks that participated con
trod 45 per cenl of global official
resprves, [ndividually, they had
up to 25000 under management.

The People’s Bank of China
and the Bank of Japan control
larger official reserves than this
g0 it is clear that they did not
respond to the survey.

US depends on central banks, Page 2
Week Ahead, Page 214
Mews background: www ft.oomsdollar



Dollar Declines Almost
34 Percent Against Euro
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What's Left Out of GOP Budget
Conference Report

Full 10-Year Numbers

Funding for Ongoing Irag Costs Beyond
EY 2006

AMT Reform

Soclal Security Privatization Costs




Deficits Under GOP Budget Conference Report
with Ongoing War Costs, AMT Reform, and
Soclal Security Surplus Spent

(% in billions)

b _

-$100
$383 B $313 B $254 B $238 B $211 B

Social
Security
Surplus

: Social Social
Social ok Security Security

Security SR Surplus Surplus
Surplus
Surplus

$608 B $597 B

-$700
240/0)6) 2007

Source: CBO; FY 2006 GOP Budget Conference Report
Note: Omitted costs include AMT reform and ongoing war costs.
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GOP Budget Conference Report Increases Debt
Every Year Over Five-Year Period

FISCAL YEAR 2006 BUDGET RESOLUTION
GOP BUDGET CONFERENCE REPORT
(In billions of dollars)

Fiscal year 2005 2006 2007 2008 2009 2010
Summary

Debt Held by the Public (end of year) 4,689 5,082 5,409 5,677 5,927 6,150

Debt Subject to Limit (end of year) 7,962 8,645 9,284 9,890 10,500 11,105

655 659 606 610 605

Source: FY 2006 GOP Budget Conference Report




Building a Wall off Dent
GOP Budget Conference Report

($ in trillions)

[
$ 20)0)5) 20)0)¢) 20)0)r( 20)0)¢) 20)0)¢) 2010

Note: Debt subject to limit.
Soeurce: EY 2006 GOP Budget Conference Report




Dividends/Capital Gains Cut Provides
Millionaires a $35,000 Tax Break

(Average Tax Cut by Income Level)

$35,491

Less than $50,000 - $200,000- More than
$50,000 $200,000 $1,000,000 $1,000,000

Source: Urban-Brookings Tax Policy Center
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Amount GOP would
need to add to maintain
justice funding at 2005
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Federal Reserve Chairman Greenspan
on Restoring PAYGO

“...|A] budget framework aleng the lines of the
one that provided significant and effective
discipline In the past needs, In my judgment,
to be reinstated without delay. | am concerned
that, should the enfercement mechanisms
governing the budget process not be restored,
the resulting lack ofi clear direction and
constructive goals would allow the inbuilt
political bias In faver of growing budget
deficits to again become entrenched.”

— Federal Reserve Chairman Alan Greenspan
Prepared Testimony before Senate Banking Committee
February 11, 2003






