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Hey Government:
It’s Time to Get Serious!
At eight years, the current economic recovery is the third
longest on record. Personal income, consumer spending,
household assets, and net worth, are all at record highs. Stock
markets are at record highs. Corporate profits are within
striking distance of their all-time highs. Federal tax receipts are
at record highs.
So, how is it possible that the federal budget, along with
some state and local budgets, still look like they’re in the
middle of a nasty recession?
The answer: Government fiscal management is completely
out of control. Politicians find time to fret about Amazon's
purchase of Whole Foods and won't stop bashing banks, but
they’ve lost their ability to deal with their own fiscal reality.
The federal government is projected to run a nearly $700
billion deficit this year, and long-term forecasts suggest trillion
dollar deficits as far as the eye can see. Illinois and the City of
Chicago are running chronic deficits, while New Jersey and
New York are fiscal basket cases.
This makes the politicians of the 1990s look downright
responsible. In 1999, after a 10-year recovery, these entities
were all running surpluses. But even if this recovery lasts 12
years, deficits will persist. And what happens if there's another
recession?
Politicians have claimed intellectual support for their fiscal
irresponsibility from John Maynard Keynes. He believed in
deficit-spending to help cure the problems of weak consumer
spending in a recession. As a result, the Panic of 2008 gave
cover to grow government, and they did so in spectacular
fashion. But that “emergency” spending then morphed into
permanent overspending and chronic deficits.
Tax rates are higher today than in 1999, and the economy
is bigger, but governments have consistently outspent the
ability of taxpayers to fund it.
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Even Keynes thought the government should roll back
spending and get budget deficits under control in better
economic times. But politicians are long past seeking his
intellectual support. They love to lecture business-people about
greedy human nature, yet can't turn that analysis on themselves.
Businesses and entrepreneurs create new things and build
wealth. Politicians redistribute that wealth. And while some of
what government does can help the economy, like providing
defense or supporting property rights, the U.S. government has
expanded well beyond that point. Politicians have never been
this reckless or fiscally irresponsible.
Whenever we say this, people ask; "what would you cut
from the budget?" And then, if you are actually brave enough
to answer, you get attacked for "not caring.”
This needs to stop. Illinois is in a death spiral. Tax rate
increases will chase more productive people out of the state,
while ratchetting spending higher. And just like Detroit and
Puerto Rico, the state will go bankrupt.
The U.S. government is on this path, but, because it has
the ability to fund itself with the best debt in the world, a true
fiscal day of reckoning is still 15-20 years away.
Government spending needs to be peeled back
everywhere. It's no longer a case of picking and choosing. And
until that happens, the fiscal irresponsibility of the government
is the number one threat to not only America, but the world.
No matter what politicians tell us, any pain caused by
private sector greed will pale in comparison to the mayhem that
collapsing governments can create. Just look at Venezuela or
Greece! It's time to reset America's fiscal reality. And if that
means debt ceiling brinksmanship, shutting down the
government, or moving to a simple majority on spending
decisions, so be it. It's time to get serious!

Consensus
15.0
-0.2%
+0.1%
1.160 Mil
245K
23.7

First Trust
15.0
-0.5%
-0.2%
1.191 Mil
245K
34.2

Actual
9.8

Previous
19.8
-0.3%
-0.7%
1.092 Mil
247K
27.6

Consensus forecasts come from Bloomberg. This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors. It is based upon sources and
data believed to be accurate and reliable. Opinions and forward looking statements expressed are subject to change without notice. This information does not constitute a
solicitation or an offer to buy or sell any security.
The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not
undertaking to give advice in any fiduciary capacity within the meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge of and has not been provided any
information regarding any investor. Financial advisors must determine whether particular investments are appropriate for their clients. First Trust believes the financial advisor
is a fiduciary, is capable of evaluating investment risks independently and is responsible for exercising independent judgment with respect to its retirement plan clients.

