
WASHINGTON: At their national convention
in 2012, Republicans mounted a clock counting
the growing US national debt on the wall, a
warning of the looming financial catastrophe
they said imperiled Americans. Eight years later,
the clock has stopped under Republican Presi-
dent Donald Trump, and the “fiscal hawks”
whose strident calls for action to contain the tril-
lions of dollars in US government debt have ei-
ther lost their influence, or are keeping quiet.

The latest sign of this shift away from fiscal
discipline was on full display in the White
House budget proposal released last week that
abandons Trump’s deficit cutting promises and
relies on economic growth assumptions most
economists dismiss as unrealistic to pay down
the debt.

“The fiscal hawks are clearly an endangered
species,” Bill Hoagland, a former Senate budget
staffer, told AFP. “I really can’t pinpoint anybody
that’s willing to step up and clear the plate.”

Though the budget proposal is unlikely to
ever be implemented as Trump fights for re-
election in November against Democrats who
have their own radically different spending pri-
orities, analysts worry that there is no will in
Washington to address debt and deficit.

The Congressional Budget Office predicts
the deficit will surpass $1 trillion and government
debt will reach 81 percent of GDP by the end of
September. Economists warn those swelling lev-

els are increasingly risky and could leave the US
unprepared to fight the next recession.

“Ultimately, interest (on the debt) could be-
come the largest federal government program,”
warned Marc Goldwein of the Committee for a
Responsible Federal Budget.  “Your debt cannot
rise faster than the economy forever.”

‘Tidal wave of debt’ 
While they have remained silent under

Trump, Republicans repeatedly hammered for-
mer Democratic president Barack Obama at
every turn, from his plan to stimulate the econ-
omy out of recession in 2009 to his reform of the
health care system. Former House Speaker Paul
Ryan, one of Obama’s most prominent oppo-
nents in Congress, once warned the president’s
fiscal policies would unleash a “red tidal wave of
debt.” Republicans blocked Obama’s attempt to
stimulate infrastructure spending, and put the
debt clock front and center at their national con-
vention ahead of the 2012 election, where voters
ended up giving Obama a second term.

Trump’s ascendance in 2017 appeared to
spur a change of heart among those same law-
makers, who agreed to a massive tax cut for cor-
porations and the richest Americans that has
been credited with boosting growth but also pil-
ing on government debt. “The fiscal hawks that
were the loudest and most vocal during the
Obama administration have been largely silent,”

said Romina Boccia of Heritage Foundation, a
conservative Washington think-tank. The Re-
publicans once most concerned with the budget
now have trouble “squaring their support for the
(tax reform) with cuts to the deficit.”

Sending signals 
Trump’s $4.8 trillion budget proposal does

address the deficit, but abandons his pledge to

eliminate the budget gap in 10 years, pushing the
goal back to 2035. And even the extended dead-
line achieves balance by projecting the US econ-
omy will grow by around 3.0 percent annually for
years to come-a feat almost unheard of. The
spending blueprint has no chance of getting
through Congress unaltered, and Democratic and
Republican lawmakers are seen as unlikely to
take up a budget during election season. — AFP
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‘Fiscal hawks’ now endangered 
as US shrugs at national debt

Analysts say there is no will in Washington to address debt and deficit

WASHINGTON: A slowdown in US
growth last year was at least partly the
fault of President Donald Trump’s global
trade battles and the resulting hit to busi-
ness investment, the administration’s top
economist said yesterday in an outlook
for the coming years.

“Once we got renegotiation of trade
agreements, we saw uncertainty in the
market, and investment took a hit,” Tomas
Philipson, acting chair of the Council of
Economic Advisers, said in a briefing with
reporters about the CEA’s annual Eco-
nomic Report of the President. Philipson
said the CEA had only done internal esti-
mates of the impact but referred journal-
ists to a Federal Reserve study that said
trade uncertainty may have reduced
growth in U.S. and world gross domestic
products by as much as 1 percent. 

Trump has blamed the Fed as the
economy slowed from a 2.9 percent an-
nualized growth rate in 2018 to 2.3 per-
cent last year, and the central bank did
trim rates three times to boost the econ-
omy. But policymakers cited trade-related
risks as a chief reason for the rate cuts.
Philipson agreed with Trump that it was
necessary to confront China on trade but
said it did cause short-term disruption.

“I don’t know if we fully agree on the
quantitative point, but on the qualitative

we certainly agree ... It is well known, if
we have uncertainty, investment takes a
hit,” Philipson said. It was a rare public
acknowledgement from the administra-
tion of the costs of a trade war charac-
terized as largely beneficial to the US
economy despite lingering questions
about who pays the price of higher tar-
iffs, whether global supply chains will be
reorganized to the US economy’s benefit
and even whether China will deliver on
commitments made under a Phase 1
trade deal.

Philipson said he expects investment
to rebound this year “if uncertainty set-
tles down, which we hope it will.” The

CEA report, an annual exercise that is
one part review of events and one part
aspirational statement, outlined what will
likely prove key talking points for
Trump’s reelection campaign: The econ-
omy now is doing better than it did
under President Barack Obama; it only
started doing better under Trump and is
poised to thrive even more if Trump ad-
ministration proposals are enacted. 

Those conclusions are likely to get
pushback from Democrats who note
that the jobs recovery, for example,
began under Obama and accelerated in
his second term. A rise in the net worth
of the poorest half of Americans, cited
in the report and in Trump’s recent
State of the Union speech, has been
largely driven by a rise in home owner-
ship and home values that began late in
Obama’s term. — Reuters 

Benefits of trade truce
‘limited’: Fed officials
WASHINGTON: While US trade tensions with China have re-
ceded, Federal Reserve officials worry the danger to the economy
is not over, according to minutes of the last policy meeting re-
leased Wednesday. President Donald Trump last month signed a
“phase one” agreement with Beijing which prevented some of the
most damaging tariffs from taking effect, but punitive duties re-
main in place on about two-thirds of goods traded between the
world’s dominant economic powers.

The truce with China, as well as the new continental free trade
pact with Mexico and Canada, “helped reduce downside risks and
appeared to buoy business sentiment,” central bankers said in the
minutes from the January 28-29 policy meeting. But several offi-
cials cautioned that the impact of the deal with China “would be
relatively limited.” Uncertainty over trade policy “is likely to re-
main elevated, with the possibility remaining of the emergence of
new tensions as well as the re-escalation of existing tensions,” ac-
cording to the minutes.

And officials noted that the China deal “would still leave a large
portion of the tariffs in place and that many firms had already been
making production and supply chain adjustments.”

Trump’s trade confrontations have included tariffs on steel
and aluminum, on top of hundreds of products from China, draw-
ing retaliation against US products and fueling a decline in
American manufacturing last year. The frictions, marked by
Trump’s sharp policy gyrations and threats, have shaken the
business sector, which have put investments on hold or shifted
production to try to avoid excessive duties. US exports and im-
ports declined in 2019. —AFP

A clock counting the US national debt loomed over the Republican National Convention in 2012,
but the party’s interest in lowering the bill seems to have waned in the years since. — AFP

Trump economist says ‘uncertainty’
from trade rows hit investment

WASHINTON: The “phase one” trade agreement signed by the United States and China
prevented some damaging tariffs from taking effect, but duties remain in place on
about two-thirds of goods traded between the two economic powers. — AFP


