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From the desk of Chief Economist Beth Ann Bovino

The $40 trillion question: What would Janet Yellen think?

It wasn’t news that the U.S. government’s total gross federal debt reached $40 trillion last week. It wasn’t even
that, as a percentage of GDP, it’s in triple digits. What caught my attention is how quickly $1 trillion can be
added to the sum.

The pace is the bigger worry. From 1982 to 1999, it took an average of 635 days, or just under two years, for
debt to rise by another $1 trillion. Since 2020, that timeline has shrunk to about 152 days.

In other words, the debt clock is not just ticking; it is moving a lot faster.

“The real issue is the combination of faster debt growth, rising interest costs, and investor patience that may
not last forever.”

Beth Ann Bovino, chief economist, U.S. Bank

| keep coming back to former U.S. Treasury Secretary Janet Yellen’s warning when the federal debt passed
$38 trillion. She noted that rising debt relative to GDP could strengthen the conditions for fiscal dominance,
where government financing needs begin to limit the Fed’s ability to run monetary policy cleanly and
independently.
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Source: U.S. Bank Economics, Bloomberg, U.S. Treasury Department

The debt level alone is not the whole story. The real issue is the combination of faster debt growth, rising
interest costs, and investor patience that may not last forever. Markets have mostly shrugged off the debt
buildup so far. But if confidence slips, higher term premiums, inflation expectations, and long-term rates could
follow.
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The views expressed in this commentary represent the opinion of the author and do not necessarily reflect the official policy or position of U.S.
Bank. The views are intended for informational use only and are not exhaustive or conclusive. The views are subject to change at any time based
on economic or other conditions and are current as of the date indicated on the materials. It is not intended to be a forecast of future events or
guarantee of future results. It is not intended to provide specific advice. It is issued without regard to any particular objective or the financial
situation of any particular individual. It is not to be construed as an offering of securities or recommendation to invest. It is not for use as a
primary basis of investment decisions. It is not to be construed to meet the needs of any particular investor. It is not a representation or
solicitation or offer for the purchase or sale of any particular product or service. Investors should consult with their investment professional for
advice concerning their particular situation. The factual information provided has been obtained from sources believed to be reliable, but is not
guaranteed as to accuracy or completeness. U.S. Bank is not affiliated or associated with any organizations mentioned. U.S. Bank and its
representatives do not provide tax or legal advice. Each individual's tax and financial situation is unique. You should consult your tax and/or
legal advisor for advice and information concerning your particular situation.
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