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How Bad Is the Debt?
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Dangers of so much debt

A Too easy for politicians to make much ado about nothing.

$300 million cut in Communiti =2
Development Block Grants. [/
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~— 3 $300 million = 45 minutes.
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= 48 hours
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Dangers of so much debt

A Too easy for politicians to make much ado about nothing.

A Pressure on Federal Reserve to keep interest rates low.
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Dangers of so much debt

A Too easy for politicians to make much ado about nothing.
A Pressure on Federal Reserve to keep interest rates low.

A Quickly approaching a point of no return.
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Since 1962, interest rate on the debt has averaged 6%%/
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Suppose interest on the debt rises to 5% over the next ten years.
520 /

Interest consumes 100%
of tax revenue in 2046.
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Should We Raise Taxes?

N Czvec o rverst



100%

90% Tax
Revenue
80%
%
0
70%
60%
50%
40%
30%
20% e e
10%
O% T T T T T T T T T T T LI T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
= o o0 o ~J =T o (s8] o o~ =t o o0 o ~ =t ({n) [e0]) o ~ =t o o0 o ~ =t O o0
(W] (W] [Wg} O O O o O ™~ ™~ M~ M~ ™~ o0 o0 o0 o0 o0 (e} [e)] (@)] (@)] [a)} o o o o o
()] (@)] (=)} (9} (o)} ()] [@)] (92} (92} (o)} ()] (#)] (92} (92} ()] ()] (#)] (92} (92} ()] ()] (#)] (92} o o o o o
— — — — — — — — — — — — — — — — — — — — — — — (] (] o~ (] o~
Federal Revenue as a % of GDP

Source: Internal Revenue Service, Bureau of the Census
Produced by: Antony Davies, Duquesne University

nwk MERCATUS CENTER
A

George Mason University



100%
90% 1

80% \

\__\L

60% \
50% \

\
40%
30% \ ,—/ \

| S—
20%
10%
0% LS I N SN SN N S S B R S R S R B B S B R S B S R B R S B R S B N R B R S R B S B R S B R SR B R S B B R BN B S E |

= W 0 O o = W o O N = O 0 O N = W o9 O N = W o O o = W o9
N N N w w W Ww s~ M~ M~ I~ 00 0 0 0 0 O Oy O O O ©O O 9O 9O O
g O Oy Oy O Oy Oy Oy Oy Oy O O Oy Oy Oy Oy Oy Oy Oy Oy O Oy Oy ©O O O O O
— = —H A H H A A A H H A A A A NN NN NN
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Revenue per GDP sounds dodgy.

What happens to tax revenue as tax rates change’
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