Via the Daily Caller:
We Must Address America’s Debililating
Federal Debt Spiral

On Tuesday, June 18, 2024, the Congressional Budget Office (CBO)
released its updated budget projections for fiscal years (FY) 2024-2034. This is
an update to its February baseline.

CBO now projects that deficit spending for FY24 will reach a staggering $1.9
trillion, an estimate that is $400 billion higher than CBO predicted just four
months earlier. Additionally, interest spending has increased by $540 billion or
153 percent in the three years since President Biden took office. Our country
now spends more to service the debt than we do on our national defense.

A recent Daily Caller editorial argues that the updated baseline offers a reality
check that our fiscal outlook is dramatically worsening and must be
addressed.

WORD ON THE STREET &5
Via the Daily Caller:

e “When President Foe Biden took office in 2021, CBO estimated the federal
government would spend $5.258 trillion this year, resulting in a budget
deficit of $905 billion. As of last week, reflecting the totality of Biden’s
economic policies, CBO now estimates the federal government will spend $6.8
trillion this vear (up 29% from the 2021 estimate) and run a deficit of $1.9
trillion (more than double the earlier estimate).”



https://www.cbo.gov/system/files/2024-06/60039-Outlook-2024.pdf
https://budget.house.gov/imo/media/doc/cob.pdf
https://dailycaller.com/2024/06/25/opinion-americas-debilitating-federal-debt-spiral-james-carter/
https://dailycaller.com/2024/06/25/opinion-americas-debilitating-federal-debt-spiral-james-carter/

“From fiscal vears 1974 to 2008, publiclv-held federal debt ranged from
less than a quarter to just under half of gross domestic product (GDP).
Policy analysts projected a large and sustained increase in the debt relative to
GDP, but lawmakers were comforted by the knowledge that the day of
reckoning would not occur for vears.”

“Then came the Great Recession. It brutalized the U.S. economy, and years of
debt were compressed into mere months. This raised the publicly-held
federal debt to a level not seen since the late 1940s.”

“Publicly-held federal debt nearly doubled to 70% of GDP in fiscal vear
2012 from 39.2% in 2008. The ensuing years featured a slow but steady
increase in the federal debt as a share of GDP, reaching 79 percent of GDP
just prior to the pandemic.”

“Then came the pandemic and a federal spending [renzy that further
ballooned the federal debt. Interest rates collapsed vet again, allowing the
federal government to continue to borrow at rock-bottom rates.”

“But with the arrival of the inflationary Biden years, federal interest costs
soared along with interest rates. ‘This vear alone, federal spending on net
interest will total $892 billion — 36% more than last vear and 153% more
than fiscal 2021.”

“CBO estimates net interest outlays will jump another 14 percent next vear
and grow at an average annual rate of 6 percent per year for the next nine
vyears. Given that nominal GDP is likely to grow more slowly, interest costs
will increase steadily as a share of GDP.”

“Within 10 vears, CBO anticipates annual net interest costs will exceed $1.7
trillion annually. ‘The difference between what the federal government will
pay in interest this vear and what it will pay a decade from now is greater
than Poland’s total annual economic output.”

“Factor in the projected increase in federal outlays for health care and other
mandatory spending programs, and the federal budget increasingly spirals out
of control. Rising deficits grow the debt, and the growth in the debt




ageravales the deficit, further increasing inlerest coslts. Il is a vicious,
debilitating cycle.”

“According to Phill Swagel, CBO’s current director, “It’s a slow spiral, but
it’s still a spiral — of rising debt and rising payments on the debt.”

“Io avoid fiscal disaster, policvmakers must act to stabilize the federal
debt-to-GDP ratio through a combination of spending restraint and
policies to accelerate long-term economic growth. Most of the spending
restraint must necessarily come from mandatory spending, as
discretionary outlays are poised — and probably unrealistically so — to fall
sharply as a share of GDP in the years ahead.”

“Most of the spending restraint must necessarily come from mandatory
spending, as discretionary outlays are poised — and probably
unrealistically so — to fall sharply as a share of GDP in the vears ahead.”

“Spending restraint combined with faster economic growth will lead to a
needed reduction in the deficit, producing additional savings in the form of

reduced interest payments. This will further shrink the deficit. A virtuous
cycle!”

“In Ernest Hemingway'’s classic, “The Sun Also Rises,” Mike Campbell, a
Scottish war veteran, is utterly penniless. Asked how he went bankrupt, Mike
replies, “Two ways. Gradually and then suddenly.”

“Ihe federal government is the 21st century’s Mike Campbell. And, sadly,
the country is experiencing, in real time, the transition from gradual
bankruptcy to sudden bankruptcy. God help us.”

THE BOTTOM LINE

Since Biden took office, 10-year deficit projections have grown by 8o percent.
The revised baseline is another disturbing wakeup call. Our growing deficit is a
national security risk and harms hardworking American families.
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https://www.yahoo.com/news/america-debt-spiral-nearing-critical-214101647.html

If we don’t act, we will be the first of our nation’s leaders to leave the next
generation not with a better and brighter future, but with a worse and weaker
country than we inherited. The House Budget Committee’s Fiscal Year (FY)
2025 Budget supports rooting out wasteful spending and redirecting funds
toward initiatives that serve the public interest.

MORE FROM THE HOUSE BUDGET COMMITTEE

Watch Chairman Arrington on CNBC’s Squawk Box Sounding the Alarm on the
out of control debt HERE.

Read House Budget Committee Chairman Jodey Arrington’s (R-TX) statement
updated budget projections for fiscal years (FY) 2024-2034 HERE.

Read an executive summary of CBO’s updated budget projections HERE.

Read comparisons of CBO’s February 2024 baseline report and the June 2024

update, and a comparison of the baseline when President Biden took office to
today HERE.

Find a comparison graphic of the February 2024 to June 2024 baseline HERE.

Find a report card of Biden’s Four Years of Fiscal Failure HERE.



https://budget.house.gov/fy-2025-budget-resolution
https://budget.house.gov/fy-2025-budget-resolution
https://budget.house.gov/press-release/chairman-arrington-joins-squawk-box-to-sound-the-alarm-on-the-out-of-control-debt
https://budget.house.gov/press-release/congressional-budget-office-updates-baseline-deficit-spending-is-27-percent-higher_than-previously-estimated
https://budget.house.gov/imo/media/doc/executive_summary_cbo_baseline_report.pdf
https://budget.house.gov/imo/media/doc/cbo_baseline_comparison_document.pdf
https://budget.house.gov/imo/media/doc/cbo_baseline_comparison.pdf
https://budget.house.gov/imo/media/doc/biden_report_card.pdf

