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A new foundation for American
greatness?

The latest budgetry output from the White Houses provides little that
is actually likely to make it past Congress

Source: iStock

Optimistic on growth

The President’s Budget is already being criticised for its optimistic assumptions on growth. For
example, USD3.6tr in spending reductions are offset with a USD5.6tr increase in revenues over ten
years, bringing the budget deficit to balance, and reducing the national debt to 60% of GDP from a
current total of 77% (debt held by the public) (see table above).

The budget contains a “2-penny plan” to reduce non-defence discretionary spending by 2% per
year, saving $54bn. But the real US budget problem comes from non-discretionary spending.
Within 2 years of the end of this budget projection, the Congressional Budget Office believe that
entitlements will consume all government revenues, requiring all discretionary spending to be
financed with government debt. So the sums don't appear to add up currently, unless you accept
the increased growth assumptions of this budget.
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Projected debt held by the public in

59.8% >

(% GDP)

A tough passage ahead

There are a number of elements in the budget that might appeal to Democrats in the House and
Senate - for instance, the intention to provide paid parental leave, paid for out of unemployment
insurance. There is also some debt-relief and support for those burdened by large student debts.
But equally, measures aimed at restricting eligibility for food stamps, and tightening child support
eligibility weigh in the opposite direction.

There is too much in this budget that will not make it past
Congressional and Senate scrutiny

Measures to cut the regulatory burden on the economy, and to simplify the tax code are likely to
help increase the efficiency of the US economy, and could provide some boost to growth. The
budget also re-affirms the intention to move to a territorial tax system - thus eliminating the need
for overseas earnings to remain offshore - this could boost domestic spending and investment too.

But in our view, there is too much in this budget that will not make it past Congressional and
Senate scrutiny to ensure that any of these positive measures will make it into any eventual
budget agreement - assuming that one is in fact reached before the debt ceiling again becomes
an issue in late September / early October.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.
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Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
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the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited requlation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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