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• A supply + demand problem
• A debt service problem
• A debt rollover problem

THE MAIN PROBABLE PROBLEMS
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THE US GOVERNMENT LOOKS TO HAVE DANGEROUS DEBT 
LEVELS AND BORROWING TODAY
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AND THE SAME IS TRUE ACROSS MAJOR COUNTRIES
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Note: Charts are based on the average of 35 historical cases of countries going broke. Year 0 is the year of major currency devaluation.
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I EXAMINED 35 HISTORICAL CASES OF COUNTRIES GOING BROKE
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I EXAMINED 35 HISTORICAL CASES OF COUNTRIES GOING BROKE
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Note: Charts are based on the average of 35 historical cases of countries going broke. Year 0 is the year of major currency devaluation.
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I EXAMINED 35 HISTORICAL CASES OF COUNTRIES GOING BROKE
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I EXAMINED 35 HISTORICAL CASES OF COUNTRIES GOING BROKE
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WE NEED TO IMPROVE THE US’S FISCAL HEALTH: MY 3% PLAN
• The current path is to a deficit of 5.8% of GDP (2.53 trillion USD), even without extending the 

Trump tax cuts (another 1.5% of GDP)
• Need to cut borrowing to get the deficit to ~3%
• Now is the best time to do this! 
• Spread it out: spending cuts (~4% of spending), tax increases (~4% of current taxes), 

interest rate cuts (~1% lower rates)
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A CUT LIKE THIS HAS GONE GREAT IN CASES SIMILAR TO THE US TODAY
Cases Where Significant Fiscal Adjustments Were Made

Case Description

Country Start End Length
Chg In Prim Struct 

Dfct (% GDP)
Share From Revenue 

Increases
Share From Primary 

Spending Cuts Growth vs Potential UE Rate vs 10yr Avg Slack Inflation vs Target*
Avg Bond Yield vs 

Starting Level

Did Country Have 
Significant Hard 
Currency Debts?

Did Fiscal Changes 
Occur Into

Strong Domestic Or 
Global Economy?

Did Fiscal Changes 
Coincide With Or 

Produce Easier 
Financial 

Conditions? 

Did Fiscal Changes 
Include Or Coincide 
w/ Big Productivity 
Enhancing Reforms? 

Median (All Cases) 4.0 5.7% 59% 41% -0.3% 1.0% -1.1% -0.2% -0.6% 10 of 40 Cases 17 of 40 Cases 25 of 40 Cases 23 of 40 Cases

Median (Painless) 5.0 5.4% 59% 41% 0.9% 0.4% -0.5% -0.5% -1.2% 0 of 21 Cases 17 of 21 Cases 17 of 21 Cases 10 of 21 Cases

Median (Painful) 4.0 6.3% 54% 46% -2.3% 2.6% -1.7% 0.4% 0.6% 10 of 19 Cases 0 of 19 Cases 8 of 19 Cases 13 of 19 Cases

Painless Cases

BEL 1982 1987 6 10.6% -- -- -0.3% 0.8% -1.8% 1.6% -3.4% NO NO YES NO

ITA 1990 1997 8 10.4% 100% 0% -0.5% 0.9% -0.1% 0.2% -2.7% NO YES YES YES

SWE 1993 2000 8 10.2% 100% 0% 1.1% 3.6% -1.6% -0.2% -2.7% NO YES YES YES

DNK 1983 1986 4 9.6% 100% 0% -- 0.6% -- -- -6.6% NO NO YES NO

IRE 1987 1989 3 7.9% 0% 100% -- 2.6% -1.8% -1.4% -3.2% NO NO YES NO

NOR 1993 1997 5 7.3% 2% 98% 2.9% 0.7% -1.0% -2.5% -2.2% NO YES YES NO

CAN 1994 1997 4 7.2% 21% 79% 0.9% 0.1% -1.2% -0.2% 0.9% NO YES YES NO

GBR 1994 2000 7 6.0% 54% 46% 1.3% -1.5% 0.0% -1.1% 0.6% NO YES YES YES

NLD 1996 2000 5 5.8% 6% 94% 1.8% -1.2% 0.8% -0.4% -0.7% NO YES YES YES

AUS 1986 1988 3 5.6% -- -- 0.8% 0.4% 0.8% 3.9% -2.1% NO YES YES YES

IND 2003 2007 5 5.4% 85% 15% 2.0% -- -1.1% -0.6% 0.8% NO YES YES NO

JPN 1979 1985 7 5.3% 79% 21% 0.9% 0.5% -0.3% -1.0% 1.8% NO YES NO YES

USA 1993 1998 6 4.9% 59% 41% 1.2% -0.7% -0.4% -1.2% -0.5% NO YES YES YES

CAN 1986 1990 5 4.8% 44% 56% -0.1% -1.0% 2.1% -0.3% 0.4% NO YES NO NO

BEL 1993 1998 6 4.4% -- -- -0.1% 0.9% -1.2% -1.4% -1.2% NO NO YES NO

PHP 2003 2006 4 4.2% -- -- 0.7% -- -0.5% -0.2% -1.3% NO YES NO NO

AUS 1994 1999 6 4.0% 100% 0% 1.2% -0.4% -0.3% -0.2% 0.8% NO YES NO YES

SWE 1984 1989 6 4.0% 60% 40% 1.6% -0.6% 1.7% 1.5% -0.4% NO YES YES NO

PLD 2011 2014 4 3.8% 0% 100% 0.0% -1.7% -1.1% -1.3% -1.4% NO YES YES YES

FRA 1994 1999 6 3.8% 29% 71% 0.4% 1.1% -1.6% -1.6% 0.4% NO YES YES NO

TLD 2002 2005 4 2.8% 79% 21% 2.1% -0.6% 0.4% -1.2% -1.2% NO YES YES YES

Painful Cases

GRC 2010 2014 5 16.6% 82% 18% -6.8% 10.2% -5.1% -2.1% 8.1% YES NO NO YES

IRE 2011 2014 4 10.6% 4% 96% 0.9% 5.3% -5.5% -1.8% -3.4% YES NO NO YES

GRC 1990 1994 5 10.0% 100% 0% -1.2% 1.0% 0.0% 11.6% -- NO NO NO NO

ESP 2010 2014 5 9.8% 14% 86% -2.9% 9.4% -4.1% -1.2% 0.6% YES NO NO YES

HUN 2007 2009 3 9.0% 26% 74% -5.2% 1.7% 1.7% -0.7% 1.3% YES NO NO NO

PRT 2011 2014 4 8.8% 68% 32% -2.8% 4.7% -4.0% -0.7% 1.1% YES NO NO YES

PRT 1981 1984 4 8.6% 100% 0% -2.4% 2.6% -1.3% 18.8% 1.4% NO NO NO NO

NZL 1987 1994 8 8.3% 100% 0% -0.9% 2.6% -2.3% 2.3% -5.4% NO NO YES YES

DEU 1996 1999 4 6.9% 47% 53% -0.7% 1.6% -0.7% -1.5% -0.8% NO NO YES YES

ARG 2024 2024 1 6.3% 0% 100% -- -- -1.6% 230.6% -6.0% YES NO YES YES

ARG 2001 2004 4 6.1% 88% 12% -2.8% 2.6% -10.4% 5.5% 37.9% YES NO NO NO

ESP 1992 1997 6 5.1% 76% 24% -0.7% 1.4% -1.6% -0.1% -1.5% NO NO YES YES

HUN 2012 2012 1 4.2% 61% 39% -3.3% 2.7% -5.6% -1.6% -2.1% YES NO YES NO

HUN 1996 1996 1 4.1% -- -- -2.2% -- -1.7% 18.1% -- NO NO YES YES

DEU 1992 1994 3 3.4% 0% 100% -1.9% 0.7% 0.6% 1.8% -1.0% NO NO YES YES

NLD 1981 1983 3 3.2% 39% 61% -2.4% 5.8% -3.4% 0.4% -0.2% NO NO YES YES

TUR 2000 2001 2 3.1% 0% 100% -10.3% 2.4% -5.8% 47.9% 0.9% YES NO NO NO

ITA 2011 2012 2 2.9% 100% 0% -1.8% 1.9% -0.1% 0.3% 0.6% YES NO NO YES

MEX 2015 2017 3 2.5% 45% 55% -0.7% -0.7% 1.7% 0.4% 0.6% NO NO NO YES

*Before inflation targets were adopted, we use the trailing 10-year average inflation rate, bounded between 4.5% and 1.5%.

Fiscal Outcomes Macroeconomic Outcomes
(Average Over Adjustment)

Determinants Of Economic Outcomes

Fiscal adjustments go 
great when you start 
like the US today (hot 

economy, debts in 
own currency)

Great example is the 
Clinton cuts
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IMPORTANT DISCLOSURES
Information contained herein is only current as of the printing date and is intended only to provide the observations and views of Bridgewater Associates, LP (“Bridgewater”) as of the date of writing unless otherwise indicated. 
Bridgewater has no obligation to provide recipients hereof with updates or changes to the information contained herein. Performance and markets may be higher or lower than what is shown herein and the information, assumptions and 
analysis that may be time sensitive in nature can change materially and may no longer represent the views of Bridgewater. Statements containing forward-looking views or expectations (or comparable language) are subject to a number 
of risks and uncertainties and are informational in nature. Actual performance could, and may have, differed materially from the information presented herein. Past performance is not indicative of future results.

Bridgewater research utilizes data and information from public, private, and internal sources, including data from actual Bridgewater trades. Sources include BCA, Bloomberg Finance L.P., Bond Radar, Candeal, CBRE, Inc., CEIC Data 
Company Ltd., China Bull Research, Clarus Financial Technology, CLS Processing Solutions, Conference Board of Canada, Consensus Economics Inc., DataYes Inc, DTCC Data Repository, Ecoanalitica, Empirical Research Partners, 
Entis (Axioma Qontigo Simcorp), EPFR Global, Eurasia Group, Evercore ISI, FactSet Research Systems, Fastmarkets Global Limited, The Financial Times Limited, FINRA, GaveKal Research Ltd., Global Financial Data, GlobalSource 
Partners, Harvard Business Review, Haver Analytics, Inc., Institutional Shareholder Services (ISS), The Investment Funds Institute of Canada, ICE Derived Data (UK), Investment Company Institute,  International Institute of Finance, JP 
Morgan, JSTA Advisors, LSEG Data and Analytics, MarketAxess, Medley Global Advisors (Energy Aspects Corp), Metals Focus Ltd, MSCI, Inc., National Bureau of Economic Research, Neudata, Organisation for Economic Cooperation 
and Development, Pensions & Investments Research Center, Pitchbook, Rhodium Group, RP Data, Rubinson Research, Rystad Energy, S&P Global Market Intelligence, Scientific Infra/EDHEC, Sentix GmbH, Shanghai Metals Market, 
Shanghai Wind Information, Smart Insider Ltd., Sustainalytics, Swaps Monitor, Tradeweb, United Nations, US Department of Commerce, Verisk Maplecroft, Visible Alpha, Wells Bay, Wind Financial Information LLC, With Intelligence, 
Wood Mackenzie Limited, World Bureau of Metal Statistics, World Economic Forum, YieldBook. While we consider information from external sources to be reliable, we do not assume responsibility for its accuracy. Data leveraged from 
third-party providers, related to financial and non-financial characteristics, may not be accurate or complete. The data and factors that Bridgewater considers within its investment process may change over time.

The views expressed herein are solely those of Bridgewater and are subject to change without notice. In some circumstances Bridgewater submits performance information to indices, such as Dow Jones Credit Suisse Hedge Fund 
index, which may be included in this material. You should assume that Bridgewater has a significant financial interest in one or more of the positions and/or securities or derivatives discussed. Bridgewater’s employees may have long or 
short positions in and buy or sell securities or derivatives referred to in this material. Those responsible for preparing this material receive compensation based upon various factors, including, among other things, the quality of their work 
and firm revenues. 

This material is for informational and educational purposes only and is not an offer to sell or the solicitation of an offer to buy the securities or other instruments mentioned. Any such offering will be made pursuant to a definitive offering 
memorandum. This material does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual investors which are necessary considerations before 
making any investment decision. Investors should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, where appropriate, seek professional advice, including legal, tax, 
accounting, investment or other advice. 

The information provided herein is solely a guide to current expectations and not intended to provide a sufficient basis on which to make an investment decision and investment decisions should not be based on simulated, hypothetical 
or illustrative information that have inherent limitations. Simulated or hypothetical information are limited in part because they are based on a variety of criteria and assumptions, which might vary substantially, and involve significant 
elements of subjective judgment and analysis that reflect Bridgewater’s own expectations and biases, which might prove invalid, inaccurate or change without notice. Unlike an actual performance record, simulated or hypothetical results 
do not represent actual trading or the actual costs of management and may have under or over compensated for the impact of certain market risk factors. For these reasons, simulated or hypothetical information typically shows better 
results than can be achieved through actual trading. Bridgewater makes no representation that any account will or is likely to achieve returns similar to those shown, and actual returns might be substantially lower. The price and value of 
the investments referred to in this research and the income therefrom may fluctuate. 

Every investment involves risk and in volatile or uncertain market conditions, significant variations in the value or return on that investment may occur. Investments in hedge funds are complex, speculative and carry a high degree of risk, 
including the risk of a complete loss of an investor’s entire investment. Past performance is not a guide to future performance, future returns are not guaranteed, and a complete loss of original capital may occur. Certain transactions, 
including those involving leverage, futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Fluctuations in exchange rates could have material adverse effects on the value or price of, or 
income derived from, certain investments. 

This information is not directed at or intended for distribution to or use by any person or entity located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which 
would subject Bridgewater to any registration or licensing requirements within such jurisdiction. 

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written consent of Bridgewater ® Associates, LP. 

©2025 Bridgewater Associates, LP. All rights reserved
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