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Outline

Source: usgovernmentspending.com, CBO, DB Global Markets Research

On first anniversary of Europe’s sovereign debt 

Minsky moment we ask, is the US next?

• US fiscal performance and prospects

• Gauging the risks of a US fiscal crisis

• Will fiscal drag kill the recovery?
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Closing the Revenue-Spending gap a major challenge

Admin 2012 budget

Fiscal Commission
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Share in total Fed spending 
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Gross government debt (2010)
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1.Belgium: Includes the debt of the Belgium National Railways Company (SNCB) from 2005 onwards.

2.Germany: Includes the debt of the Inherited Debt Fund from 1995 onwards.        

3.Japan: includes the debt of the Japan Railway Settlement Corporation and the National Forest Special Account from 1998 onwards.  

R&R warning zone
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Government fiscal balance (end 2010)
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Government external debt (end 2009)
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Current account balance (end 2010)
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*Smaller the bar height better the country's fiscal situation
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Net government interest payments (end 2010)
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Sovereign: 5Y CDS spread 
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S&P sovereign bond rating*
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Prospects for US fiscal policy

Source: usgovernmentspending.com, CBO, DB Global Markets Research

Cuts chipping away at 17% of budget in non-security 

discretionary spending will not go far.  

Recent rumblings in Washington encouraging, but agreement 

on longer-term budget reform before election difficult. 

Post election opportunity: Republican Congress and 2nd term 

Democratic president:  Clinton deal redux? 

Risks: Republicans unwilling to raise taxes, possible Obama 

pre-election commitments on spending.

US enjoys market risk rating that belies fiscal numbers risk 

rating.  Failure to make meaningful progress by 2013 raises 

possibility of US debt crisis.

Near term fiscal drag poses risk to moderate recovery, but 

ample private spending waiting in the wings.   
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