Capital Markets Strategy
Essential inCights for the C-Suite

Chart of the Day

LEARN MORE

Click Here

Approximately 70% of US gov't spending is effectively “mandatory” insofar as Congress is
“politically” either unwilling or unable to reduce. The three major entittement programs -
Social Security, Medicare and Medicaid - have become a “political 3rd rail” and account for
45% of total outlays. Defense spending, which Congress is unlikely to reduce amidst
heightened geopolitical risk, accounts for an additional 15%. In the years ahead, net
interest expense on gov'tdebt is expected to rise from 12% of total spending to become
the US government’s largest individual outlay.
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With nearly $9 trillion of maturities and more than $1 trillion of deficits to finance in the
year ahead, the US Treasury will have to issue approximately $10 trillion of securities (1/3 of
GDP) during a period of economic and policy transition. Atthe sametime, the investor
profile for USTs has shifted markedly in recent years. Domestic buyers now account for
approximately 70% of UST purchases. Among foreign buyers, private sector purchases
currently outpace public sector demand by a wide margin.

UST issuance overthe next 12 months

UST maturities ~$9 trillion

Estimated US deficits ~%$1 trillion

Impact of Fed QT ~$250 billion

(~1/3 of US GDP)

Source: (1) Fiscal Data. US Treasury. *Medicaid includes Medicaid as well as health care related research grants and otherhe althcare related expenses. Data as of April 2024. (2) MUFG,

“QTTaperTrain Has Leftthe Station (cuts next)”, “Walking a Tightro pe: We'e locking on macro divergences” (George Goncalve s). Bloomberg. Data as of April24,2024. Impact of Fed QT
implies $25bn USTroll-offthrough 2024 and $12.5 bn UST roll-off starting in 2025.
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“Macro stability isn‘t everything, but without it, you have nothing.”




