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A factual look at U.S. debt, 
deficits, and entitlements
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Cutting through the 
federal budget fog 



59% 

26% 

7% Other – $378 billion 

9% Corporate tax – $453 billion 

33% Payroll tax – $1.7 trillion 

51% Individual income tax – $2.7 trillion 

Mandatory spending – $4.1 trillion 

Discretionary spending – $1.9 trillion 

Defense:  $869 billion 

Nondefense:  $995 billion 

Social Security:  $1.6 trillion 

Medicare:  $987 billion 

Medicaid:  $669 billion 

Other (unemployment, 

15% Net interest on debt – $1.0 trillion 
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was the average age of disabled-
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Taking a closer look 
at spending 
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Projected
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Going behind 
the debt numbers 

Social Security trust fund

Medicare trust fund

Other trust funds

U.S. investors

Federal Reserve 

Depository institutions

State and local governments

Private pensions

Mutual funds

Others

Japan

United Kigdom

China

Others
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•  Who are the bond buyers?

• How healthy is the economy?

•  How is the debt being managed?

 

 

 

While the U.S. currently 

has a debt level that’s very 

high from a historical 

perspective, we feel the 

danger zone is not in the 

near term but over the 

long term, given that the 

debt burden is projected to 

continue to grow.



What does it cost to 
finance the debt? 

 

U.S. net interest as a percentage of the federal budget 

1962 – 2036 
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Social Security 
Amendments 

of 1983 

Tax Equity and 
Fiscal Responsibility 

Act of 1982 

Act of 1984 
Balanced Budget and Emergency 

Budget Enforcement 
Act of 1990 

Omnibus Budget 
Reconciliation 
Act of 1993 

Balanced Budget and 

ProjectedActual 
CBO projects the 10-year Treasury to 

average a yield of 4.0% between 2029 and 2034 

Sources:



Congress establishes 

downgrade 

resolution from 

presidents 
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Looking ahead 

Negative real rates 



productivity gains and technological 
adoption can expand productive capacity 



Implications for investors 

Modest inflation assumptions 

• 

• 

• 



• 

• 

Equity markets 

• 
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should be evaluated carefully before making any investment decision. 


