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Excess Reserves of Depository Institutions Expanded
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Money Supply therefore increased by $ 2 bin

(monetary base plus bank deposits)
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InAustrial loans Increase

But commercial an

only $300 bln (15% of MS increase)

1800.0

1700.0

1600.0

1500.0

1400.0
1300.0
1200.0

uiq asn

1100.0

1000.0

900.0

800.0

10-50-510¢
10-60-¥10¢
10-T0-¥10¢
10-50-€T0¢
10-60-C10¢
10-T0-210¢
10-50-T102
10-60-010¢
10-T0-010¢
10-50-600¢
10-60-800¢
10-T0-800¢
10-50-£002
10-60-900¢
10-10-900¢
10-50-500¢
10-60-100¢
10-T0-+002
10-50-€002
10-60-200¢
10-T0-C00¢
10-50-T00¢
10-60-000¢
10-T0-000¢
10-50-6661
10-60-8661
10-T0-8661

Source: Board of Governors of the Federal Reserve System

S

E M E R G E

n
m
—~
Z
)
=
a7
o
A
o
O

W H E R E



And loan to Households (Debt to GDP) even declined
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Household Debt Service as a Percent of Disposable Income is low.
So, who benefitted from the increase in money supply: not industry, no households.
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Federal Debt as Percent of GDP since the 60s
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Federal Debt Held by Foreign Investors
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Home Ownership has been decl
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Rate has also decli
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Median Real Household Income is declining
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Shares of GDP: Compensation of employees are down (wages and salaries)
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e
Income Gini Ratio for Households has deteriorated
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A Gini ratio of 0.00 represents perfect income equality among households
A Gini ratio of 1.00 represents perfect income inequality among households

Ukraine, Slovenia and Norway have the most equal income distributions with ratios of 0.25
South Africa, Namibia and Haiti have the most un-equal distributions with ratios of about 0.62

The US has the more unequal income distribution among all 34 OECD countries
The US is ranked 116 (out of 180) in income equality (being 1st the more equal-Ukraine).
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Exports Minus Imports as a percent of GDP
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In Summary:

* The US economy has recovered from the 2008 crises but it is
running below its potential.

« GDP growth of 2% is below the historical average and was achieved
thanks to an aggressive monetary policy that led to a public debt to
GDP of over 100%, an unsustainable level.

* Nevertheless, the results are disappointing: Neither industry nor
households benefited: capacity utilization is low, housing starts and
home ownership are declining, labor force participation is declining,
and median household income has declined for over a decade, with
deteriorating Gini ratios.

* No wonder Trump is so popular!!! A large segment of the US
population is unhappy about deteriorating incomes.

« The country still has a current account deficit which will adds to
future debt.
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But Not Everything has deteriorated

|

I Crime in America

Rate per 100,000 people
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Government budget policies have crowed out private

Investments and affected economic performance

Spending In 20th Century
USfrom FY 1900 to FY 2020

« Government spending
has been increasing
and now absorbs
about 40% of GDP.

* This has crowded out
private investments
and increased taxes.

 In addition, state and
local spending are
now as big as federal
spending.

B0 1

percent GDP

B ToalSpendingife M Total Spending-ed [ Total Spencingta  []  Tetal Spendingrloc

iparaph usgovermmertspending.com

22

W H E R E OPPORTUNTITTIES s

E M E R G E




Federal spending has continued to growth even during the crisis.
Therefore, tax revenues had to play the balancing role
4

Federal Government Finances

w

Spending

/ Revenues

rolling 12-month totals, $trillions, semi-log
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1 Source: U.S. Treasury scottgrannis.blogspot.com
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Fiscal Balance as a Share of GDP
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Federal Government Spending as Share of GDP
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President’s Proposed $4.1 Trillion Total Spending Budget
(FY 2016)

. Energy &
Edu_c_atlon - Environment International Affairs
$78.9 billion - 2% $52.1 billion - 1% $33.5 billion - 1%

Science
Housing & $31.1 billion - 1%
Community

$92.7 billion - 2%

Social security and
Social Securily, health/medicare
Unemployment &

... now take over 60%
of expenditures

Transportation
$107.8 billion - 3%

Food & Agriculture

$139.7 billion - 3% 33%

Veterans' Benefits
$165.8 billion - 4%

Interest on Debt
$283 billion - 7%

Military j
$634.2 billion - 16%

Medicare & Health
$1.106 billion - 27%

s nationalpriorities.org -l@ @ |

Source: OMB, National Priorities Project
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All Tax Revenue Will Go Toward Health Care, Social Security,
and Net Interest by 2032

25% PERCENTAGE OF GDP 2032: Entitlements

plus interest consumes
ALL tax revenues

REVENUES
— Net Interest

€18%

20%

15% Medicaid,

Obamacare
Subsidies, CHIP

10%
Social Security

Medicare

Actual  Projected
0%

1970 1980 1990 2000 2010 2020 2030 2040 2050

Sources: Congressional Budget Office and U.S. Office of Management and Budget.
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These entitlements
plus growing debt
Interest payments
will be growing
fast in the next
decades and will
surpass tax
revenues in the
future.
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U.S. Federal Tax Revenues — Fiscal Year 2015 (S Billions)

— Income and payroll
$3.25 Trllion taxes have
provided the bulk
of the revenues, as
the federal
government does
not collect
consumption taxes

Source Data: CBO Historical Tables, March 2016
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This has led to the OECD’s highest corporate taxes for the US,

with serious implications on US international competitiveness

Corporate Tax Rates in OECD Countries - 2016
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To gain international competitiveness, many countries reduced
corporate taxes and increased consumption taxes, but not the US.

Figure 1: The Statutory U.S. Corporate Tax Rate
Compared to OECD Averages 1981 to 2010
60
Weighted Average of Non-U.S.
OQECD Nations
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Source: Tax Foundation calculations based on OBECD and IMEF data {
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Maximum Personal Income tax rates

Personal Income Taxes are also high in the US
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Sales-Consumption Tax Rates
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International Tax Competitiveness Index Rankings

Overall Corporate Consumption Property Individual International
Country Rank Tax Rank Taxes Rank Taxes Rank Taxes Rank Tax Rules Rank
Estonia 1 1 9 1 2 17
New Zealand 2 21 6 3 1 16
Switzerland 3 5 1 32 pat 9
Sweden 4 6 11 6 21 5
Netherlands 5 16 12 23 6 1
Luxembourg 6 29 5 17 13 q
Australia 7 25 8 4 16 18
Slovak Republic 8 17 32 2 7 8
Turkey 9 8 25 7 3 15
Ireland 10 2 24 16 22 23
United Kingdom 11 14 16 30 18 2
Norway 12 18 22 14 12 13
Korea 13 15 3 25 5 31
Czech Republic 14 7 31 9 11 11
Finland 15 4q 14 18 27 20
Austria 16 19 23 8 30 6
Germany 17 23 13 13 31 7
Slovenia 18 3 27 15 15 21
Canada 19 22 7 21 19 25
Iceland 20 12 21 22 28 10
Denmark 21 13 20 10 29 22
Hungary 22 11 34 24 20 3
Belgium 23 28 28 20 10 12
Mexico 24 30 18 5 8 34
Japan 25 33 2 27 23 28
Israel 26 24 10 11 25 30
Greece 27 20 26 26 9 29
Chile 28 10 29 12 14 33
Spain 29 32 15 31 26 14
Poland 30 9 33 28 17 27
Portugal 31 26 30 19 32 26
United States 32 34 4 29 24 32
Italy 33 27 19 33 33 19
France 34 31 17 34 34 24
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In Summary:

|t appears that the fiscal budget deficits and large public debt are
largely responsible for the deteriorating international competitive
position of the US.

* Excessive entitlements led to one of the world’s highest tax rates.

» Excessive public debt has also led to uncertainties about future
prospects for taxation: somebody has to repay this debt.

« A growing government has crowed out private investments

« Agrowing government has also led to excessive business
regulations and red tape: The US ranks 49% in easy of starting a
business; 53 in paying taxes; 44" in getting electricity; etc.

« With excessive taxation and excessive business regulations, many
firms opted to move their production facilities to other countries,
with a major loss of jobs in the US.
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UNITED STATES
Ease of doing business rank (1-189)

Starting a business (rank)

DTF score for tarting a business (0-100)
Procedures (number)

Time (days)

Cost (% ofincome per apita)

Minimum capital (% of income per capit)

Dealing with construction permits (rank)

DTF score for deafing with construction permits (0-100)
Procedures (number)

Time (days)

Cost (% of warehouse value)

Bulding quality controlndex (0-15)

Getting electricity (ank)

DTF score for ettng electcity (0~100)

Procedures (umber)

Time (days)

Cost (% of income per capit)

Reliabfty of supply and transparency of taif index (0-8)

Registering property (rank)

DTF score for egisteing property (-100)
Procedures (number)

Time (days)

Cost (% of prap ryvalue)

Quality of \an administration index (0-30)

W H E R E

]

i
9.

[=29

50
11
00

3
1.3
158
806
10
106

i
8152
48
896
Jix)
]

3
16.85
44
151
14
176

O PP ORTUN

OECD high income
Overall distance to frontier (OTF) score (0-100) 8215
Getting credit rank) ]
DTF score for getting creit (0-100) 95.00
Strength oflegal rights index (0-12) I1
Depth of credt information index (0-8) §
Crecit bureau coverage (% of adults) 1000
Crectreqitry coverage (% of auls 00
Protecting minority investors (1nk) 3%
DTF score for protecting minority investors ((-100) 6467
Extent of confict of interest regulation indesx (0~10) 83
Extent of sharcholder qovemance index (0-10) 46
Strength of minorit investor protection index (0~10) 65
Paying taxes (rank) 53
DTF score for paying taxes (0-100) 8081
Payments (number per jear) 106
Tme (hours per ear) 17
Total tax rate (% of proft 39
Enforcing contracts (iank| 2
DTF score for enforcing contracts (0-100) 1261
Time (days) 40
Cost (% of claim) 305
Quality of judical processes ndex (0-18) 138
I1 T I E S

GNI per capita (US$)
Population (m)

Trading across borders (ank)
DTF score for trading across borders (0-100)
Time to export

Documentary compliance (hours)
Border compliance (hours)
Domestic transport (hours

Cost to export

Documentary compliance (USS)
Border compliance (USS)
Domestic transport (USS)

Time to import

Documentary compliance (hours)
Border compliance (hours
Domestic trangport (hours

Cost to import

Documentary compliance (USS)
Border compliance (USS)
Domestic transport USS)

Resolving insolvency (rank)
DTF score forresoling insobvency (0-100)
T\'me (jears)
Cost (% of estate)
Recovery rate (cents on the dolla)
Strength of insolvency ramework index (0-16)
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THE

P OUNDATION US Loss of Competitiveness

» The US loss of competitiveness is also
2016 US Global Competitiveness Index shown in the competitiveness rankings
Subindex A: Basic requirements by the World Economic Forum.

1st pillar: Institutions * In basic competitiveness requirements —
2nd pillar: Infrastructure Institutions, Infrastructure,
3rd pillar: Macroeconomic environment I\/IacroeconomiC and Health/Educaﬁon_

4th pillar: Health and primary education the US |S now ranked number 30
Subindex B: Efficiency enhancers .

Sth pillar: Higher education and training ¢ Even on teChn0|Og|Ca| readiness —an
6th pillar: Goods market efficiency area where the US used to excel- it is
Tth pillar: Labor market efficiency now 17

Sth pillar: Financial market development . In gOOdS mal’ket eﬁ:iCiency, It iS ranked

Sth pillar: Technological readiness 16

10th pillar: Market size

Subindex C: Innovation and sophistication * Its overall competitiveness ranking is
11tn pillar: Business sophistication good only because of its market size.
12th pillar: Innovation But even here it has competition from

the EU, China and India.
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THE

counoaron Problematic Factors for Doing Business in the US

Out of the four most problematic factors for doing business in the US, three of them
are related to the large size of the US Government

The most problematic factors for doing business

Tax rates

Inefficient government bureaucracy

Access to financing

Tax regulations

INFIATION ..o 9.8
Poor work ethic in national labor force........cocoeveeeeeeeee. 6.7
Inadequately educated workforce ..o 6.3
Policy InStability .......ccooeeieeeee e 5.7
Restrictive labor regulations........c.oceceeeeeeseesces e 5.4
Inadequate supply of infrastructure...........c.ococoeeeveeeneee. 3.2
Government instability/CoupPS ..o 2.7
COTPUPTION. ..o 2.5
Crime and thefl..........oooo e 2.1
Poor public health. ... 2.0
Foreign currency regulations .........cc.ooooeeeeceerceeeeec 1.9

10 15
Percent of responses

Note: From a list of 15 factors, respondents were asked to select the five most problematic for doing business in their country and to rank them between
1 (most problematic) and 5. The bars in the figure show the responses weighted according to their rankings.

W H E R E O P P ORTU NI




THE

BLEYZER TBE’s International Investment Drivers

FOUNDATION

The following Nine Investment Drivers are the pillars to create a business
environment that would spur economic growth:

. Macroeconomic stability: Reduce fiscal expenditures to lower deficits and public debt
to minimize losses resulting from excessive exchange rate volatility and inflation.

. Competitive taxation and customs administration: For lower cost of doing business

. Efficient government administration : For smaller more efficient government with less
intrusion into communities; but capable of protecting its citizens' liberty and property.

. Adequacy of business legislation/judiciary: To ensure the rule of Law and have ease
and fairness in legal case resolution

. De-regulation of private business: For a free and competitive market, with minimum
red tape and with low interference of govt in businesses

. Free foreign trade and capital flows: Low barriers to trade & capital movements to
promote efficiency and growth, while attenuating negative effects for loosing sectors

. Sound financial sector: Easy but efficient availability of credits at low cost
. Low corruption and crime: Good security and low corruption
. Low political risk and good country image: Predictability and ability to operate freely
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THE

sevzer  \\/hat Measures are needed to revive the US Economy

FOUNDATION

The U.S. Is growing at about 2% a year, less than the historic average of 3%-4%.

To boost growth the emphasis must be in creating a better business environment.
The key measures are.

1. Reduce Federal Expenses (e.g., Social Security & Medicare).

Entitlement reform means fixing Social Security and Medicare which are likely to
bankrupt or add severely to the national debt. The only option is to transfer the
bulk of these programs to the states, which will need to increase consumption taxes

to pay for them.
2. Corporate tax reform

The US tax system is uncompetitive internationally. U.S. businesses have moved
overseas just to lower their tax bills, reducing jobs and household income.

The top marginal U.S. corporate tax rate is 39%. The next highest rate is France
with a 34.4% top corporate rate. The worldwide average is under 23%. On top of
that, the U.S. has a very complex system of credits and deductions. But a reduction
In taxes must have a parallel reduction in expenditures through item 1 above.
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THE
BLEYZER
FOUNDATION

3. Deregulate Business Activities
Facilitate the easy formation and operations of enterprises, remove red tape.
4. Invest in Productivity-Enhancing Activities

Policies that could help beef up U.S. growth include investments in research and
development, information technology, high-level education for a high-tech
economy, a better immigration system to prioritize what the country needs, and
make more free trade deals. There is also a need to invest in infrastructure: roads,

bridges, dams, power lines, etc. But budget resources can only come from higher
GDP growth

5. Reduce uncertainty about other investment drivers

Uncertainty about the future evolution of investment drivers is one of the reasons
that businesses aren't investing. Will trade deals be reversed? What about debt
and borrowing costs? What will happen with Obamacare? How serious political
risks will be ?

The next administration will need to provide a clear and predictable vison for
the key investment drivers in the next 10 years.
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