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Special report:

Eyes on the Fed Full coverage

Bernanke: Baby boomers threaten economy
Fed chief says failure to deal with aging population could hurt economy. 

January 18 2007: 3:14 PM EST
 

WASHINGTON (Reuters) -- Federal Reserve Chairman Ben Bernanke bluntly warned the U.S. Congress 
Thursday that failure to act soon to deal with the budgetary strains posed by an aging U.S. population could lead 
to serious economic harm.

"We are experiencing what seems likely to be the calm before the storm," Bernanke told the Senate Budget 
Committee as he acknowledged projections that the U.S. budget deficit could hold steady or even narrow in the 
near-term.

"However, if early and meaningful action is not taken, the U.S. economy 
could be seriously weakened, with future generations bearing much of the 
cost," he added, citing worrisome long-term projections on the cost of 
programs such as Social Security and Medicare.

Dream retirement: How to achieve it 

"The longer we wait, the more severe, the more draconian, the more 
difficult the adjustments are going to be," Bernanke cautioned as he 
answered questions before the panel.

The Fed chairman did not discuss the outlook for interest rates in his 

Top Stories
Best real estate markets 

Here come the earnings - really 

10 best employers for your life 

A stadium name bubble? 

Bush unveils proposed health care tax breaks 

Wamu Direct 
Earn up to 5.10% on your deposit. Open today with as little as 
$1,000. 
www.wamu.com

Options Strategy 
Easy to follow strategies complete with detailed trades for...  
www.cashflowheaven.com

Commodity Futures and Options 
We offer research and education for all levels of traders. 
Knowledgable and...  
www.gptc.com

Bullion Gold and Silver Investment 
We are California Numismatic Investments, one of America's 
largest...  
www.golddealer.com

Special Offer:

Fed chief warns about fiscal strains of aging population - Jan. 18, 2007

http://money.cnn.com/2007/01/18/news/economy/bernanke.reut/index.htm?postversion=2007011814 (1 of 4)1/21/2007 10:19:20 AM

http://money.cnn.com/magazines/fortune/
http://money.cnn.com/magazines/moneymag/
http://money.cnn.com/magazines/business2/
http://money.cnn.com/magazines/fsb/
http://subs.timeinc.net/CampaignHandler/MOnb?source_id=1
http://subs.timeinc.net/CampaignHandler/MOnb?source_id=5
http://money.cnn.com/
http://money.cnn.com/quote/lookup/index.html
http://money.cnn.com/quote/lookup/index.html
http://money.cnn.com/index.html
http://money.cnn.com/news/index.html
http://money.cnn.com/data/markets/index.html
http://money.cnn.com/technology/index.html
http://money.cnn.com/news/economy/index.html
http://money.cnn.com/pf/index.html
http://money.cnn.com/lifestyle/index.html
http://money.cnn.com/real_estate/index.html
http://money.cnn.com/smbusiness/index.html
http://money.cnn.com/lists/index.html
http://money.cnn.com/news/specials/eyes_on_fed/
http://money.cnn.com/news/specials/eyes_on_fed/
http://money.cnn.com/news/specials/eyes_on_fed/
http://money.cnn.com/pf/features/retire_guide/
http://money.cnn.com/
http://money.cnn.com/popups/2006/fortune/invguide_realestate/index.html
http://money.cnn.com/2007/01/21/markets/sunday_lookahead/index.htm
http://money.cnn.com/magazines/fortune/bestcompanies/2007/benefits/work_life.html
http://money.cnn.com/2007/01/19/commentary/sportsbiz/index.htm
http://money.cnn.com/2007/01/20/news/economy/bush_healthcare.reut/index.htm
javascript:CNN_openPopup('/services/overture/cl/frameset.exclude.html','620x430','toolbar=no,location=no,directories=no,status=no,menubar=no,scrollbars=no,resizable=no,width=620,height=430')
http://ypn-120.overture.com/d/sr/?xargs=-OUcdTk3lQnoY-gsPv3Xy--zsRj0QpC4WBuZqqkIu6oCC9HY8lgXyhaRflTxCU6gfuSqU0OvFKwOddhifYx1_kOpFrIgPqyAalDGj-Jb8B2uc3hfx0WgwAHBeW1gTq4YARPsWPllV7WnmYuhhe-pGVtFn3-txpd6E5T-Zqfl4w40T1pvLLoQOaxTvYovxtjqQlt7W7rm56EBcIO6ep6RDgs925uShd3aL-eT2shIzKMnlEgvSIrRFm8fN-jZWUYcUE1J9X5EZlBXeLYD6fvh6gv6F4foC41cSo8tKPmLozMgl7mGazUQYe8FWXqZRig5AxQK83cthSxSlC_lC0kbuepkW8AFeWpULBTNNx2pxc6nDlk8vXPJqDD1kk-MRYoN17vbctAnsWssTNVXWFBmyQ
http://ypn-120.overture.com/d/sr/?xargs=-OUcdTk3lQnoY-gsPv3Xy--zsRj0QpC4WBuZqqkIu6oCC9HY8lgXyhaRflTxCU6gfuSqU0OvFKwOddhifYx1_kOpFrIgPqyAalDGj-Jb8B2uc3hfx0WgwAHBeW1gTq4YARPsWPllV7WnmYuhhe-pGVtFn3-txpd6E5T-Zqfl4w40T1pvLLoQOaxTvYovxtjqQlt7W7rm56EBcIO6ep6RDgs925uShd3aL-eT2shIzKMnlEgvSIrRFm8fN-jZWUYcUE1J9X5EZlBXeLYD6fvh6gv6F4foC41cSo8tKPmLozMgl7mGazUQYe8FWXqZRig5AxQK83cthSxSlC_lC0kbuepkW8AFeWpULBTNNx2pxc6nDlk8vXPJqDD1kk-MRYoN17vbctAnsWssTNVXWFBmyQ
http://ypn-120.overture.com/d/sr/?xargs=KiXR4cnNY2iLCqBF61TWSiOL1BjfyNe3LKbD1wQaMOaRn_nOpwYbjtfwAVjM2rTdyYgd99fiOz70HXTbUC3a0DVZ5dy1fxWtuhzFMGjkxyKpimLHLTTvqirFBtX7rlBG7J9et4Pi25jadQ63Y_8kzPTVTXP4LqGDUCYQhM7jZ6T2AfMOrE0iQEmpdgtZEmQyHfB6hg02suVQE_yWb1zNgFs-ewK3TQx5T_KPEYKLcyRIgF3juSqpYhhkls8anIoJigvbniObOejCn0aq20-wjJANP67Pd88-x4UNvz0pDiNtF00B0DojIwSzB1C8DYnUJlGTFuCD_lA5xP4XNGJMxVODXu8xkyzm6lpe8RTeTtmNV0HaxMlIoJtcYeI8v0_3
http://ypn-120.overture.com/d/sr/?xargs=KiXR4cnNY2iLCqBF61TWSiOL1BjfyNe3LKbD1wQaMOaRn_nOpwYbjtfwAVjM2rTdyYgd99fiOz70HXTbUC3a0DVZ5dy1fxWtuhzFMGjkxyKpimLHLTTvqirFBtX7rlBG7J9et4Pi25jadQ63Y_8kzPTVTXP4LqGDUCYQhM7jZ6T2AfMOrE0iQEmpdgtZEmQyHfB6hg02suVQE_yWb1zNgFs-ewK3TQx5T_KPEYKLcyRIgF3juSqpYhhkls8anIoJigvbniObOejCn0aq20-wjJANP67Pd88-x4UNvz0pDiNtF00B0DojIwSzB1C8DYnUJlGTFuCD_lA5xP4XNGJMxVODXu8xkyzm6lpe8RTeTtmNV0HaxMlIoJtcYeI8v0_3
http://ypn-120.overture.com/d/sr/?xargs=AZEk9CC46F7mE8xesdSETzui1qJwR5LaNwa6lCFA8K4IfRJ70eS3TlG9cROyyHqJfH5qa4Qf6_185AlwpRI2p7qoJJd94FXeZQ80_37UjZYfvaQmv_gbOXNzjJ8dGwB2oI772bZh9Txe-JvRRUaUeiwIJWYRjtKqho66Oj_lRVSk0TXLr1DxwBCZsHGIc3goAol0UANJAongb5Y_k4n0Oxwlhinju6O4uMyeUrRUTLZSDNklA8CJVe-ZZqQOr5gecpeZMzaGxcf97w8A_oAPKbyirWaa36ymtcufZET9jkYVkW_vRkof2q2J0JmZ0QL3YrvcGk4AElsW6EMXvnm0p1E4o1SvoUBoBZnMWEOcwfjwd_ZsxPPKjaptTa4SP7ZlJOJvkSA1BmE
http://ypn-120.overture.com/d/sr/?xargs=AZEk9CC46F7mE8xesdSETzui1qJwR5LaNwa6lCFA8K4IfRJ70eS3TlG9cROyyHqJfH5qa4Qf6_185AlwpRI2p7qoJJd94FXeZQ80_37UjZYfvaQmv_gbOXNzjJ8dGwB2oI772bZh9Txe-JvRRUaUeiwIJWYRjtKqho66Oj_lRVSk0TXLr1DxwBCZsHGIc3goAol0UANJAongb5Y_k4n0Oxwlhinju6O4uMyeUrRUTLZSDNklA8CJVe-ZZqQOr5gecpeZMzaGxcf97w8A_oAPKbyirWaa36ymtcufZET9jkYVkW_vRkof2q2J0JmZ0QL3YrvcGk4AElsW6EMXvnm0p1E4o1SvoUBoBZnMWEOcwfjwd_ZsxPPKjaptTa4SP7ZlJOJvkSA1BmE
http://ypn-120.overture.com/d/sr/?xargs=q283sRhOvrxzqpBd8yPjXrpxZEOmBPN3rcWwRth0ygOpl9Z1ncCrKrsGTP-zXErfgOVrl3Swxu4uV7c-7y0FoOd5zhlhan7ZJL-frXmmtSoAtswbS3P9-JOT7Mlx7IwUmgA8MNNXW1ixIFh7WAk6NqQDRRf_JC14x7S6zIWH80UlM-XN7qwgRXKNc52aDEDnHWffUAOJszzJ7GnTGa1N47hpQI4AJ-TL5uQVlRSlZcCZEHJs4cscjKuhXS3pRelp4WEGk6WdA5BBVtmrBPyrb8KwzXN3b4hgLkVTVpHenEZLPfLJDyofL_dclPPtSVTEViGLG6X_a_9lG_7XU61zoHNXYpU6FFVqMcn4kLt3-IP7RotPpXUOSdTlzSnKf4zG
http://ypn-120.overture.com/d/sr/?xargs=q283sRhOvrxzqpBd8yPjXrpxZEOmBPN3rcWwRth0ygOpl9Z1ncCrKrsGTP-zXErfgOVrl3Swxu4uV7c-7y0FoOd5zhlhan7ZJL-frXmmtSoAtswbS3P9-JOT7Mlx7IwUmgA8MNNXW1ixIFh7WAk6NqQDRRf_JC14x7S6zIWH80UlM-XN7qwgRXKNc52aDEDnHWffUAOJszzJ7GnTGa1N47hpQI4AJ-TL5uQVlRSlZcCZEHJs4cscjKuhXS3pRelp4WEGk6WdA5BBVtmrBPyrb8KwzXN3b4hgLkVTVpHenEZLPfLJDyofL_dclPPtSVTEViGLG6X_a_9lG_7XU61zoHNXYpU6FFVqMcn4kLt3-IP7RotPpXUOSdTlzSnKf4zG


Fed chief warns about fiscal strains of aging population - Jan. 18, 2007

Fed chief Bernanke warns the financial 
strain of the aging population could 
imperil the economy if Congress doesn't 
act soon.

Costs of programs like Medicare and 
Social Security are set to soar as more 
Baby Boomers retire.

testimony, the first he has delivered since Democrats took control of 
Congress after November elections. He is expected to testify on Fed 
policy on Feb. 14-15.

Bernanke's full testimony 

Bernanke also hewed closely to a previous pledge to remain neutral in 
Washington budget policy debates, steering clear of specific advice on 
how Congress might meet or lower the projected costs of retirement and 
health-care programs even as he warned of the risks of inaction.

"Dealing with the resulting fiscal strains will pose difficult choices for the 
Congress, the administration, and the American people," Bernanke said.

'Vicious cycle'

Bernanke cited projections by the Congressional Budget Office that 
showed spending on entitlement programs would reach about 15 percent 
of U.S. gross domestic product by 2030, nearly doubling today's levels, a 
size he said risked fueling an ever-growing mountain of debt.

"A vicious cycle may develop in which large deficits lead to rapid growth 
in debt and interest payments, which in turn adds to subsequent deficits," 
Bernanke said.

"Ultimately, this expansion of debt would spark a fiscal crisis, which could 
be addressed only by very sharp spending cuts or tax increases, or both," 
he added.

Expert advice on retirement 

The Fed chief said whatever budget decisions were taken, tax rates 
would need to be set at a level that achieved "an appropriate balance of 
spending and revenues in the long run."

Bernanke said advocates of lower taxes would have to accept lower 
spending on entitlement programs. Likewise, proponents of more-
expansive government programs must recognize the need for higher 
taxes brought about by higher spending, he added.

"Unfortunately, economic growth alone is unlikely to solve the nation's 
impending fiscal problems," he said.

President Bush has also warned of the risks of inaction but a plan he 
offered to shore-up Social Security by allowing workers to invest 
retirement accounts in stocks and bonds was rejected by Democrats, who 
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argued it would undermine retirement security.

Trustees for the retirement program said last year Social Security would 
exhaust its assets in 2040, while the trust fund for Medicare, which covers 
retiree health-care costs, would run dry in just 12 years.
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