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* The Congressional Budget Office projects federal revenue to be $4.9 trillion in Figure 1: 2024 Federal Budget (trillions)
2024. Almost 85% of the revenue will come from individual income and
payroll taxes. Corporate taxes are projected to comprise only 11% of revenue.

Keep in mind, however, that corporate taxes are ultimately paid by people— s6 Gross Interest
either in the form of higher consumer prices, reduced worker compensation i
or reduced investor returns (Figure 1).

Other Taxes & Tariffs ——— Discretionary
spending

The projected $1.5 trillion deficit is so large that politically viable cuts have

little effect. For example, the 2025 House Appropriations Bill proposes $300 o Dept of Veterans Affairs } Discretionary
million in cuts to Amtrak. If enacted, those cuts would fund federal spending spending
for less than half an hour. More meaningful cuts are less politically viable,
which contributes to the debt’s exponential growth (Figure 2). 52

* Historically, tax revenue (relative to GDP) tended to be constant regardless of
what Congress taxed and at what rate. For example, from 1947 to 1963 when "

the top income tax rate averaged 90%, federal tax revenue (all taxes
combined) was 17% of GDP. From 1964 to 1986 when the top tax rate
averaged 67% and from 1987 to 2023 when it averaged 37%, federal tax Figure 2: Federal Debt (trillions)
revenue was 18% of GDP. Given that 18% of GDP is the answer, the way to
raise tax revenue appears to be to increase GDP (Figure 3).
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invests in Treasurys as a consequence of conducting monetary policy.

Two-thirds of the federal debt is owed to markets, and almost two-thirds
of that is owed to U.S. investors. The three largest foreign investors (Japan, The Economic & Financial Research Team
China and the United Kingdom) each own between 2% and 4% of the debt.

Some argue that debt held by intragovernmental entities shouldn’t count
because it is money that the government “owes to itself.” That is only partially
correct in law, and mostly incorrect in practice. Federal employees are legally
entitled to their pensions, which means the government owes the pensions to
retirees. While people are not legally entitled to Social Security benefits (see
the Supreme Court decision in Flemming v. Nestor, 1960), practically speaking,
it would be politically infeasible for Congress to refuse the promised benefits.
This makes money loaned to intragovernmental entities, from a practical
perspective, indistinguishable from the rest of the debt.
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INTEREST RATES! 2024 2025 Real GDP Growth Trend
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Natural Gas Storage (Billion Cubic Feet) 3,705 3,700 10Y UST Fed Funds
U.S. Daily Power Consumption (MWh) 9,913,716 10,143,739

World Container Index (Per 40ft) $3,216 $1,364




