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One Big Beautiful Bill:
this could end badly

Trump is putting the funding of the

gargantuan US-deficit in jeopardy

President Trump wants to use his thick felt-tip pen to sign his
"big, beautiful bill" on budget and tax policy no later than US In-
dependence Day, July 4. The fact that the bill was actually
named in such an infantile manner does not bode well. Rather,
it signals an immature approach to American fiscal policy. After
the Big Beautiful Bill (BBB - no, that's not the new US credit rat-
ing!) passed the House of Representatives with a single majority,
it is now being debated in the Senate. Trump's Republicans also
formally have a majority there. It is to be hoped that a sufficient
number of Republican senators will refuse to go along with the
BBB irresponsibility and not support the bill in its current form.
The good news: the majority in the Senate currently seems ra-
ther doubtful. The catfight between Donald Trump and Elon
Musk, which was sparked not least by the BBB, has further tor-
pedoed the prospects of undamaged passage in the Senate.
That's a good thing!

Why the law is so dangerous

| don’t know where to start. If the bill actually became law, risks
would arise on several fronts. First and foremost, the ailing US
public finances would slide even further into a dangerous imbal-
ance. The deficit is already out of control. Despite full employ-
ment, the deficit stands at over 6% of GDP. This "beautiful” law
will exacerbate this dangerous imbalance through further tax
cuts. For this reason, critics interpreted the BBB acronym as the
"Budget Busting Bill". The non-partisan Congressional Budget
Office had already estimated prior to the bill that the US national
debt would rise to 170% of GDP over the next three decades, up
from the current 120%. With the BBB, things are likely to get
even worse.
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Treasury Secretary Scott Bessent's lofty that the tax cuts
would boost the economy to such an extent that the deficit would
even fall in the end is obviously wishful thinking. This libertarian
wishful thinking , known among economists as the Laffer Curve,
has been floating around since Ronald Reagan’s massive tax
cuts. It has never worked. Most recently, this beautiful dream
was shattered for Liz Truss in London. The risk of reaching a
debt tipping point, where investors go on a buyers' strike, is
growing. A crisis in the previously "safe haven" of US treasuries
would shake the entire global financial system in its foundations.
A financial crisis might be difficult to avoid.

Section 899: just when you thought it couldn’t get any worse

To secure the financing of its budget the US government de-
pends on foreign investors to continue to buy treasuries This is
due to the low American savings rate and high refinancing re-
quirements (see illustrations). Foreign investors have already
become nervous following Trump's "Liberation Day". And now
the BBB is also kicking foreign investors gleefully in the shins!
Under Section 899 of the Act, special taxes can be levied on for-
eign investors’ interest income (and dividends) whose countries
of origin pursue economic policies that the US government dis-
likes according to criteria that are not further defined.

It is clear to me that we Europeans would be affected by these
punitive taxes. After all, the President believes that the EU was
only founded to take advantage of the U.S. If you're looking for
an author for a manual to scare away your own creditors, look
no further than the White House. Trump has taken a chainsaw
to the branch on which the financing of the gigantic US deficits
is hanging. Not so beautiful. And not very smart.

Disclaimer:

This publication is addressed exclusively at recipients in the EU, Switzerland, Liechtenstein and the United Kingdom.
This report is not being distributed by LBBW to any person in the United States and LBBW does not intend to solicit any
person in the United States.

LBBW is under the supervision of the European Central Bank (ECB), Sonnemannstra3e 22, 60314 Frankfurt/Main (Ger-
many) and the German Federal Financial Supervisory Authority (BaFin), Graurheindorfer Str. 108, 53117 Bonn (Ger-
many) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).

This publication is based on generally available sources which we are not able to verify but which we believe to be reliable.
Nevertheless, we assume no liability for the accuracy and completeness of this publication. It conveys our non-binding
opinion of the market and the products at the time of the editorial deadline, irrespective of any own holdings in these
products. This publication does not replace individual advice. It serves only for informational purposes and should not be
seen as an offer or request for a purchase or sale. For additional, more timely in-formation on concrete investment options
and for individual investment advice, please contact your investment advisor.

We retain the right to change the opinions expressed herein at any time and without prior notice. Moreover, we
retain the right not to update this information or to stop such updates entirely without prior notice.

Past performance, simulations and forecasts shown or described in this publication do not constitute a reliable indicator
of future performance.

The acceptance of provided research services by a securities services company can qualify as a benefit in supervisory
law terms. In these cases LBBW assumes that the benefit is intended to improve the quality of the relevant service for the
customer of the benefit recipient.

Additional Disclaimer for recipients in the United Kingdom: Authorised and regulated by the European Central Bank (ECB),
Sonnemannstralle 22, 60314 Frankfurt/Main (Germany) and the German Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).
Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows
EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial
Conduct Authority’s website.

The translation has been made for convenience only with the German original always prevailing in all respects, especially
in case of potential discrepancies resulting from the translation.

Landesbank Baden-Wurttemberg
Cross-Asset- and Strategy-Research | 06-13-2025

Short Term Sovereign
Debt (% of total public
debt stock, eoy 2024)

Canada
France m
Italy
Germany

UK.

Source: S&P Global, LBBW Research

Sovereign Debt Rollover
ratio (% of debt stock,
2025)

Germany
France
ltaly

UK. m

Source: S&P Global, LBBW Research

To connect on Linkedin,
please scan QR-Code

%

Moritz Kraemer
Chief Economist/Head of Research at
LBBW || Senior Fellow SOAS University of ...

LB=BW


https://www.dailykos.com/stories/2025/5/23/2323986/-Scott-Bessent-embraces-voodoo-economics-Says-tax-cuts-lead-to-GDP-growth-Where-s-the-proof
https://www.euractiv.com/section/politics/news/eu-was-formed-to-screw-us-trump-says-in-promising-tariffs-on-cars/

