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"Outside The Box"”

The Great Experiment
by Van Hoisington and Dr. Lacy Hunt
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$ % % ¢ "Monetary policy works by creating
the environment for a renewed borrowing and lending cycle. This cycle would
require that the debt to GDP ratio, which is already at a record level, grow
even higher. Would such an outcome really be that desirable when the controlling problem of
the U.S. economy is too much improperly financed debt? If the Fed were able to engender
an increase in the debt to GDP ratio, this might merely serve to postpone the
reckoning of the current debt levels while laying the foundation for an even
more vicious unwinding down the road.”

t "The only really viable option for federal stimulus is a permanent
reduction in the marginal tax rates, as highlighted in the research of Christina Romer,
incoming Chair of the Council of Economic Advisors. This would have the benefit of raising
after tax rates of return, but the drawback in the short run of still having to be financed by an
increased budget deficit. Over time, a massive reduction in marginal tax rates would be
beneficial, but the operative word is time. Refunds, or transitory tax relief, will have
no better results in stemming the recessionary tide in 2009 and 2010 than it did
in the spring of 2008."
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Total U.S. Debt as a % of GDP
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U.S. Banks' Willingness to Lend to Consumers and
Demand for Consumer Loans
guarterly (% more willing minus % less willing)
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Composition of $11,712 Trillion Real GDP
in Q3 2008

Government Spending and Investment,
Includes: federal, defense, nondefense
and state and local
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Consumer Net Worth
year over year %achange, quarterly
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Market Value of Household Real Estate and

Corporate Equities gres! 3 ndlions)

Yaar Haemas Stocks Total
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Long Term Interest Rates during Debt Deflations
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