
Housing and Wall 
Street gains to the 
rescue: Tax receipts 
partially recover.

Bush achieves second 
tax cut, accelerating the 
2001 cuts and reducing 
rates on capital gains and 
dividends.

Bush signs act cutting 
income tax rates just as 
the Clinton-era surplus 
begins to evaporate.

Spending spikes 
because of stimulus 
and bailout costs.

Baby boom retirements 
trigger long-term uptrend 
in Social Security and 
Medicare spending.
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The Bush Tax Cuts:  
Born of Black Ink,  
Now Mired in Red

Projected spending

Projected revenues if Bush tax cuts are not extended

Projected revenues if Bush tax cuts are extended

Military and homeland 
security spending raise 
outlays.

Revenue

Spending

In this scenario,  
Congress allows the 

Bush tax cuts and the 
alternative minimum tax 

patch to expire. Revenues 
rise, though the deficit 

remains large.

Alternatively,  
Congress extends the 

Bush tax cuts and AMT 
patch for all taxpayers, 
including those with the 

highest incomes. The 
deficit is enormous.
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