


$0

$100

$200

$300

$400

$500

Five Highest Deficits
in U.S. History

Source:  OMB
Note:  2008 and 2009 deficits projected in CBO Summer Budget Update
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Increase in Debt in 2008 is Far Greater
Than the $407 Billion Deficit
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Source:  CBO, SBC
Note:  2008 estimate from CBO Budget and Economic Outlook: An Update.
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Building a Wall of Debt
Gross Federal Debt Soars

2001 2005

$5.8 T
in 2001

2003 20092007

$10.4 T
in 2009

Source:  CBO
Note:  2008-2009 estimates from CBO Budget and Economic Outlook: An Update, adjusted 
to include cost of AMT reform, realistic war costs, and associated interest costs.





Former Fed Chairman Greenspan 
Reiterates Opposition to

Deficit-Financed Tax Cuts

“…[U]nless [tax cuts are] paid 
for on the so-called pay-go, I’m 
not in favor of it. I’m not in 
favor of financing tax cuts with 
borrowed money.”

–Former Federal Reserve Chairman
Alan Greenspan

On Bloomberg Television’s Political Capital 
with Al Hunt

September 12, 2008



AMT Amendment Provides
Tax Relief in First Year, But Paid 

for Gradually Over Ten Years

Source: JCT
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Proposed Loophole Closers
to Pay for AMT Relief

● Ending deferral of offshore compensation by 
hedge fund managers trying to evade current 
taxation

● Delaying implementation of new worldwide 
interest allocation provision designed to benefit 
some multinational corporations

● Correcting underpayment of royalties for oil and 
gas production on federal land in Outer 
Continental Shelf 

● Codifying economic substance – prohibiting 
transactions with no economic rationale, done 
solely to evade taxes



Source:  CBOSource:  CBO
Note:  Includes interest cost, assumes tax cuts made permanent.Note:  Includes interest cost, assumes tax cuts made permanent.
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Debt Explodes to UnsustainableDebt Explodes to Unsustainable
Level if AMT Reform and BushLevel if AMT Reform and Bush

Tax Cuts Are Not Paid ForTax Cuts Are Not Paid For

Source:  CBOSource:  CBO
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Failure to Pay for AMT ReformFailure to Pay for AMT Reform
and Bush Tax Cuts Significantlyand Bush Tax Cuts Significantly

Weakens Economic GrowthWeakens Economic Growth

Source:   CBOSource:   CBO
Note:  The figure shows the effects on real (inflation-adjusted) gross national product (GNP) per person ofNote:  The figure shows the effects on real (inflation-adjusted) gross national product (GNP) per person of
financing the tax reductions with deficits compared with financing them from the start with a balanced mix offinancing the tax reductions with deficits compared with financing them from the start with a balanced mix of
other policy changes that did not increase the deficit. The analysis relies on CBO’s textbook growth model.other policy changes that did not increase the deficit. The analysis relies on CBO’s textbook growth model.
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CBO Expects Economic Disruption 
From Deficits and Debt to be

Far Worse Than Models Suggest
“Despite the substantial economic costs generated 
by deficits in that model, such estimates may 
significantly understate the potential loss to 
economic growth from financing the tax changes 
with deficits.... In reality, the economic effects of 
rapidly growing debt would probably be much 
more disorderly and could occur well before the 
time frame indicated in the scenario.”

– Congressional Budget Office Letter to 
Senate Budget Committee Chairman 
Kent Conrad (D-ND)

July 17, 2008



Source:  CBO Long-Term Budget Outlook, December 2007Source:  CBO Long-Term Budget Outlook, December 2007
Note:  CBO alternative fiscal scenario with tax cuts made permanent, AMT indexedNote:  CBO alternative fiscal scenario with tax cuts made permanent, AMT indexed
for inflation, and Medicare physician payments growing with higher MEI rate.for inflation, and Medicare physician payments growing with higher MEI rate.
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