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Macro/International Issues

o Fiscal policy

- short run

- long run

o Labor markets
o Trade policy

- tariffs

- sanctions

o Immigration




Summary
I L N C T

Taxes Initially -$9 trillion (40% for top 1% income)  Raise +$1.1 tn (90% on top 5% income)
Reduced to $4 tn; Watered down $1tn? * 4% surcharge on AGI| >$5mil
+ Collapse tax brackets (12-25-33%) *  30% minon AGI >1mil
* Repeal AMT * Limit deductions
* Reduce corporate tax rate to 15% * Increase capital gains
Spending Against cuts to Medicare, Social Security & Spend ~+$1.5 tn:
Medicaid; vowed to +defense spend & *  New college compact (free access)
childcare assist but no details *  Expand early childhood edu
Assume 75%-100% revenue loss is offset More infrastructure spend
Deficit Static increase if 75% spending cut Static increase by 1.5% of GDP
Dynamic increase (less growth) Dynamic decrease 0.2% 2020 (+ growth)
Trade 45% & 35% tariffs on China and Mexico Shift to the left during primaries (TPP)
-> Dialed back to 15% and 10%7? - DNC platform evasive (LT protectionismrisk )
Immigration 600,000 illegals deported/year Immigration reform +600,000/year
Min wage No concrete proposal Increase to $15/hour ($1 per year?)

“Trump vs Clinton: Polarization & uncertainty,” Research Briefing (Oxford Economics, 19 Sept. 201%\)



Table 4.1: Transmission of ‘Trump presidency weighs on US growth’ adverse scenario

Assumption

More
protectionist
trade policy

Transmission channel

Lower exports for tariffed countries, as well as
countries less directly affected.
Price pressures from increased import prices

Impact

Lower aggregate demand.
Higher inflation in countries which
establish tariffs.

Series of tax cuts

offset over time

by spending cuts
and increased

US fiscal policy initially provides domestic demand
stimulus, then has contractionary effects;
knock-on impact on other countries’ export demand

Initial boost to aggregate demand in
the US and beyond, followed by
contractionary effects

borrowing
) ) ) ) Higher domestic demand and potential
Reduction in Increase in population/labour force in countries & . 2 = - -
- o - h o growth in countries receiving returning
illegal receiving returning migrants; reduction in US . ,
. . . _ migrants; reduced domestic demand
immigration population/labour force

and potential growth in US

Domestic and
global
confidence shock

Investment and large consumption decisions
postponed, exacerbated by impact of lower equity
prices on wealth and cost of capital

Weaker domestic demand.
Weaker supply growth as capital
accumulation slows

Deterioration in

Lower US and global equity prices;

Dampened business and consumer
spending, reflecting negative wealth

on productivity

reduced access for domestic producers to
intermediate inputs

ket
mr::::n‘:mt higher sovereign spreads in EMs affected by tariffs effects and rising cost of borrowing as
credit conditions tighten
Weaker productivity growth in countries adopting a
Reduced less open trade policy, reflecting a deterioration in Weaker growth in potential supply,
openness weighs resource allocation, weaker competition and with greater inflationary pressure for a

given level of demand

Oxford Economics, Global scenarios service: Q3 2016.
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In the ‘Trump adverse’ scenario,
high trade tariffs would spark
retaliation while important
government spending cuts, an
anti-immigration stance and
negative confidence impact would
severely constrain growth. A
‘Trump moderate’ scenario would
see many policies dialed back and
imposed temporarily thus
lessening the economic blow. The
“Clinton” proposal would assume
her policies are implemented as
proposed, while the “Baseline”
assumes a status quo policy
environment.

“Trump vs Clinton: Polarization & uncertainty,” Research Briefing (Oxford Economics, 19 Sept. 201%)



Clinton Tax Plan

FIGURE 1
Change in After-Tax Income under Clinton Tax Plan TPC
By expanded cash income percentile, 2017 and 2025
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Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0516-1).
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Clinton Tax Plan

TABLE 3

Effect of Clinton Tax Plan on Federal Revenues, Deficits, and the Debt TPC
FY 2016-36

Fiscal Year

2020 2021 2022 2023 2024 2026 2016-26 2027-36

Estimates before macro feedback

Revenue gain ($ billions) 82 383 835 1097 1210 1331 1488 1619 1737 1841 1997 13638 27182
As a percentage of GDP (%) Q.0 0.2 0.4 05 0.6 0.6 0.6 0.7 0.7 0.7 0.7 0.6 0.8
Decrease in interest ($ billions) 0.0 0.6 2.1 61 104 155 211 276 348 426 511 2119 11624
Decrease in deficit ($ billions) 82 388 855 1157 1314 1486 1700 1895 2085 2286 2509 15757 38806
Decrease in debf($ billions) 82 471 1326 2483 3797 5283 4983 8878 10962 13249 15757 15757 54564
Cumulative decrease in debt

s o 1 0.0 0.2 0.7 12 17 23 30 36 43 5.0 5.7 57 131
Addendum: GOP {end of 18,4938 19,2965 20,127.1 209060 21,709.7 22,593.2 23527.5 24,497.2 25505.6 26,559.2 27,660.0 27,660.0 41,511.7

period: S billions)

AN UPDATED ANALYSIS OF HILLARY CLINTON’S TAX PROPOSALS (October 18, 2016)



Clinton Tax Plan (omits
spending)

FIGURE 2
GDP under Clinton Tax Plan

Before and after macro response

Trillions of 2015 dollars
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Source: Penn Wharton Budget Model (PWBM) overlapping generations model, based on Urban-BrookingsTax Policy Center (TPC)
simulations.

AN UPDATED ANALYSIS OF HILLARY CLINTON’S TAX PROPOSALS (October 18, 2016)



Trump Tax Plan

FIGURE 1

Percent Change in After-Tax Income under Revised Trump Plan
By expanded cash income percentile, 2017 and 2025
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Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0516-1)

AN ANALYSIS OF DONALD TRUMP’S REVISED TAX PLAN (October 18, 2016)



Trump Tax Plan

TABLE 3
Effect of Revised Trump Plan on Federal Revenues, Deficits, and the Debt TPC
FY 2016-36

Fiscal Year

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2016-26 2027-36

Estimates before macro feedback

e e 56 3410 5647 6072 6327 6373 6342 6454 6663 6918 7242 61504 89410
As a percentage of GDP (%) 0.0 1.8 28 29 29 28 27 26 26 26 26 26 26
:i‘lil‘i’;t;’)"a' intorest ($ 00 39 150 395 635 894 1160 1440 1734 2047 2378 1,087.4 47514
't:lcl’:;: i RBict (s 56 3450 5797 6467 6962 7269 7502 7894 8397 8964 9620 7,237.8 13,6924
ot et (S Bl 54 3506 9303 15771 22732 30001 37503 45396 53793 62758 72378 7.237.8 20,9302
Cumulative increase in

s 0.0 18 46 75 105 133 159 185 211 236 262 262 504

Ad?’e;‘d;’;‘lfo")‘e“d of 184938 19,2065 20,127.1 209060 21,7097 22,5932 23,527.5 24,4972 255056 26,559.2 27,6600 27,6600 41,5117
perfo 2 1ons;

AN ANALYSIS OF DONALD TRUMP’S REVISED TAX PLAN (October 18, 2016) 10



Trump Tax Plan (omits spending)

FIGURE 2

GDP under Revised Trump Plan

Before and after macro response

Trillions of 2015 dollars
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Source: Penn Wharton Budget Model (PWBM) overlapping generations model, based on Urban-BrookingsTax Policy Center (TPC)
simulations.

AN ANALYSIS OF DONALD TRUMP’S REVISED TAX PLAN (October 18, 2016) 11



Differential Impact of Plans

Long-Term Debt Held by the Public
Under Candidates’ Policies
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Trade War (Trump — adverse)

Chart 4.1: World GDP
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Oxford Economics, Global scenarios service: Q3 2016.
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Trade War (Trump —adverse)

Figure 4.A: Cross-country GDP impact of “Trump presidency weighs on US growth’ adverse scenario
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