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The American electorate is about to suspend belief in reality, imagining that the problem 
with our political system is the people that we have elected rather than the 
unreasonable demands that we make on our government. This is analogous to the 
position that I have found myself in as a market pundit. 

My ability to consistently forecast future market moves is no better than anyone else's. 
However, this has never prevented me from offering an opinion when asked. There is 
an old saying in the financial business that when the ducks are quacking, you feed 
them. The fact that no one can accurately forecast future market moves apparently has 
not dissuaded the media from asking that most unreasonable question: "What will the 
market do tomorrow?" 

And so it is in the political arena. We are not so much looking for problem-solvers as we 
are magicians. 

We will all vote for candidates who assure us that two plus two can equal five if we are 
only insightful enough to vote them into office. When the numbers invariably do not add 
up, we throw them out and look for replacements who may offer a "two-plus-two-equals-
six" solution. Astute politicians are aware of this dynamic and act accordingly. Their 
posturing in order to get elected defangs them from a governance standpoint. President 
Obama is one of these astute politicians who finds himself boxed in with his pledge not 
to raise income taxes on taxpayers earning less than $250,000 per year in income. 

In a recent edition of the Economist titled "Are we there yet? America's long, hard road 
to recovery," is an article titled "Someone will pay." Some of the insights from the article 
are truly stunning. For example, all of the debate about raising taxes on those earning 
above $250,000 will generate just $34 billion in revenue next year. This will cover just 
nine days of the federal budget deficit -- not the debt, just the yearly shortfall in the 
budget. 



At 15 percent of gross domestic product, we are collecting the lowest share of tax in 60 
years. With the recession waning, tax revenues should increase to 19.6 percent of GDP 
by 2020. 

The proposed tax increase on the wealthy will contribute just 0.4 percent to this total. 
We are currently spending at a rate of 24 percent of GDP. 

So to put all of these numbers into perspective, even if taxes are increased on the 
"wealthy," we will generate just one-tenth of what is needed to close the budget gap by 
2020. This necessarily calls into question whether we can afford to hold the line on 
taxes for those earning less than $250,000. 

Further, the biggest issue we face is spending, not revenue increases. 

The most fascinating question to me is whether a candidate who proposes to reduce 
spending is electable. Time will tell.  
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