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The federal budget deficit in 2015 totaled
$439 billion, or 2.5 percent of GDP. By either
measure, that amount constitutes the
smallest deficit since 2007.
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Deficits are projected to decline to about 2 percent of GDP in 2016 and remain near there through 2018
but be on an upward trend after that, as mandatory spending and interest payments rise and revenues remain
essentially steady relative to GDP.
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But, if current laws generally remained
unchanged, within a few years the deficit
would begin to rise again relative to GDP,
and federal debt would reach 77 percent of
GDP by 2025, up from 74 percent at the end
of 2015 and roughly twice the 38 percent

average of the past five decades.
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Federal Debt Held by the Public
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High and rising federal debt would have serious negative consequences for the nation, including increasing
federal spending for interest payments, restraining economic growth in the long term, giving policymakers
less flexibility to respond to unexpected challenges, and eventually increasing the risk of a fiscal crisis.
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Over the next 10 years, federal spending

is projected to rise relative to the size of the
economy because of the growth in health
care and retirement programs and

escalating interest costs.



CBO

Total Outlays

Percentage of GDP

28 ¢ Actual | Projected 128
Average Outlays, :

24 | 1965 to 2014 924

(20.1%)

VAV bl bbby S b e bl Nnbbldallltdy’ Tl 20
16 F 116
12 + 112
8 1 8
4 r 1 4
0 0

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

Under current law, federal outlays are projected to remain near 21 percent of GDP for the next several years.
Later in the coming decade, growth in outlays would outstrip growth in the economy; outlays would rise to almost

22 percent of GDP in 2022 and remain near that level through 2025.
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Projected Outlays for Selected Major Budget Categories
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The projected increase in outlays reflects significant growth in certain major categories of federal spending—
particularly in spending for the major health care programs (Medicare, Medicaid, the Children’s Health Insurance
Program, and subsidies for health insurance purchased through exchanges and related spending), Social Security,
and interest payments.
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Population, by Age Group
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The population age 65 or older in the United States will grow by about one-third over the next decade, boosting

the rolls for Social Security’s Old-Age and Survivors Insurance program and for Medicare. Some other factors will
slow the growth of spending for those programs in the early years of the projection period, but that demographic
factor becomes more prominent in the latter part of the 10-year period.
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Projected Net Interest Outlays
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Rising interest rates and growing federal debt are anticipated to boost interest outlays significantly. The
average interest rate paid on the debt will more than double over the next 10 years, from 1.7 percent in
2015 to 3.6 percent in 2025, CBO estimates.
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Projected Outlays for Major Budget Categories
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Aside from spending for the major health care programs, Social Security, and net interest payments, other
mandatory spending and discretionary spending are projected to decline relative to GDP over the next 10 years
under current law. Those declines would occur because spending for many of the other mandatory programs rises
roughly with inflation—which is expected to be well below the rate of growth of nominal GDP—and most

discretionary funding is capped through 2021 at amounts that increase more slowly than projected GDP.
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Federal revenues climbed by 8 percent in
2015, to $3.2 trillion, or 18.2 percent of
GDP. Over the next 10 years, revenues are
projected to average 18.3 percent of GDP—
nearly a percentage point above their
50-year average.
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Under current law, total revenues would rise from 18.2 percent of GDP in 2015 to 18.9 percent in 2016, CBO
projects, because of the expiration of several tax provisions that had reduced corporate and individual income tax
liabilities. After 2016, total revenues are projected to decline modestly for several years, falling to 18.0 percent of

GDP in 2021 and then rising slowly to 18.3 percent by 2025.
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Revenues, by Major Source
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The path for revenues in CBO's baseline after 2016 reflects offsetting movements in the major sources of
revenues. As a percentage of GDP, individual income taxes are projected to grow—because of real bracket
creep, recent changes in tax law, and other factors—while the total of all other revenues is projected to decline.
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Revenues, Tax Expenditures, and
Selected Components of Spending in 2015
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The tax rules that form the basis of CBO's projections include an array of exclusions, deductions, preferential

rates, and credits. Some of those provisions are called tax expenditures. Such tax expenditures cause revenues

to be lower than they would be otherwise and, like spending programs, contribute to the federal deficit. CBO

expects that tax expenditures will total about $1.5 trillion in 2015—an amount equal to 8.1 percent of GDP, or
equivalent to 45 percent of the total revenues for the year.
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If federal tax and spending policies
remained generally unchanged, revenues
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though revenues would constitute a larger
percentage of GDP in the future than they
have, on average, over the past few
decades.
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Because outlays are projected to grow faster than revenues after 2018, projected deficits increase to almost

4 percent of GDP from 2022 through 2025.
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Spending and Revenues Projected in CBO’s Baseline,

Compared With Actual Values in 1965 and 1990
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The composition of the budget has fundamentally changed over the past 50 years; spending for the government’s
benefit programs—including Social Security and the major health care programs—is now a much larger
proportion of spending, and appropriations for defense (and other programs) are much smaller. Those trends
would continue under current law.
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To put the federal budget on a sustainable
path for the long term, lawmakers would
have to make maior changes to tax policies,
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spending for large benefit programs below
the projected amounts, letting revenues rise
more than they would under current law, or
adopting some combination of those
approaches.
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The 2015 values for total revenues, total outlays, the deficit,
and debt reflect data provided in the Treasury’s Final
Monthly Treasury Statement of Receipts and Outlays of

the United States Government for Fiscal Year 2015

Through September 30, 2015, and Other Periods,
www.fiscal.treasury.gov/fsreports/rpt/mthTreasStmt
/current.htm. Specifically, on slides 2, 4, 6, 12, 16, and 17,
the 2015 values for total revenues, total outlays, the deficit,
and debt reflect that data. Otherwise, the values shown
reflect CBO’s estimates published in An Update to the
Budget and Economic Outlook: 2015 to 2025 (August 2015),
www.cbo.gov/publication/50724.
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