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Deficit for First Five Months of FY 2009 Equal to $765 Billion

According to the Treasury Department, just through the first five months of FY 2009, the federal government has
run a deficit of $765 billion—$503 billion, or 192.0% above the level through the first five months of FY 20009.
So far spending is up 32% compared to a year ago and tax collections are down 11% compared to a year ago.
Even though the fiscal year is not yet halfway over, the federal deficit is already $310 billion or 68.1% more than
the entire deficit for last year ($455 billion), which was the highest in U.S. history. Under President Obama’s
budget plan, OMB projects a final FY 2009 deficit of $1.75 trillion.
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years.

President’s Budget Uses Rosy Assumptions

The President’s budget projects that economic growth will be -1.2% in 2009, 3.2% in 2010, 4.0% in 2011, 4.6%
in 2012, and 4.2% in 2013. By contrast CBO, as well as “Blue Chip” forecasters, project a much deeper decline
in FY 2009, and a much weaker rebound thereafter. For example, CBO projects that the economy will decline by
one percentage point more than the Obama budget does in 2009, and then projects that the economy will grow by
only 1.5% in 2010 (as opposed to the 3.2% estimate in Obama’s budget). As economist Greg Mankiw points out,
Obama’s budget projects that the economy will be 15.6% larger in 2013 than in 2008—this estimate is 6% above
the “Blue Chip” forecast.

If the President’s economic forecasts are too optimistic, this would cause federal revenue collections to be lower
and cause spending on some programs to be higher. This means that deficits would be even higher than his
budget proposes.
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