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How Bad is the Debt? 
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Dangers of so much debt 
 
ÅToo easy for politicians to make much ado about nothing. 

$300 million = 45 minutes. 

$300 million cut in Community 
Development Block Grants. 

=  48 hours  
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Dangers of so much debt 
 
ÅToo easy for politicians to make much ado about nothing. 

 
ÅPressure on Federal Reserve to keep interest rates low. 
 
ÅQuickly approaching a point of no return. 



Source: Bureau of Economic Analysis, US Department of the Treasury 
Produced by: Antony Davies, Duquesne University 

Interest on the debt remains at 2.6% indefinitely. 

Interest consumes 19% 
of tax revenue in 2012. 

Interest consumes 40% 
of tax revenue in 2050. 

Assumes growths from 1970 to present continue 
Annual tax revenue growth is 5.9% 
Annual non-interest spending growth is 6.7% 



Source: Bureau of Economic Analysis, US Department of the Treasury 
Produced by: Antony Davies, Duquesne University 

Since 1962, interest rate on the debt has averaged  6% +/- 2%. 

The interest rate on the debt was 5% just ten years ago. 



Source: Bureau of Economic Analysis, US Department of the Treasury 
Produced by: Antony Davies, Duquesne University 

Suppose interest on the debt rises to 5% over the next ten years. 

Interest consumes 19% 
of tax revenue in 2012. 

Interest consumes 100% 
of tax revenue in 2046. 

Assumes growths from 1970 to present continue 
Annual tax revenue growth is 5.9% 
Annual non-interest spending growth is 6.7% 



Should We Raise Taxes? 
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Revenue per GDP sounds dodgy. 
 

What happens to tax revenue as tax rates change? 



Source: Tax Policy Center (Urban Institute and Brookings Institute), Bureau of Economic Analysis 
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