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This presentation provides details about the Congressional Budget Office’s 
budget projections.

Federal debt held by the public is close to historical highs, and it is expected to 
increase quickly in coming decades, if current laws do not change.

The presentation describes some of the factors behind the rising debt.

Summary



2See Congressional Budget Office, cost estimate for H.R. 1319, the American Rescue Plan Act of 2021 (March 3, 2021), www.cbo.gov/publication/57037. 

Each year, CBO publishes a report presenting its projections of what federal 
debt, deficits, spending, and revenues would be for the next 30 years if current 
laws governing taxes and spending generally did not change. 

CBO’s most recent projections, which underlie this presentation, were published 
on March 4, 2021. They do not include the effects of the American Rescue Plan 
Act, which was enacted on March 11, 2021. 

The effects of that law are projected to increase the federal deficit by $1.9 trillion 
from 2021 through 2031, mainly by increasing spending.

These Projections Are as of March 4, 2021

http://www.cbo.gov/publication/57037
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Total Deficits, Primary Deficits, and Net Interest

Net spending for interest 

rises rapidly and 

accounts for most of the 

growth in total deficits in 

the last two decades of 

the projection period.
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Federal Debt Held by the Public, 1900 to 2051

Growing deficits are 

projected to drive federal 

debt held by the public to 

unprecedented levels 

over the next 30 years. 

By 2051, debt is 

projected to reach more 

than 200 percent of 

gross domestic product 

(GDP).
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Federal Debt Held by the Public, 1940 to 2031

By 2031, federal debt held 

by the public is projected to 

reach 107 percent of GDP, 

the highest in the 

nation’s history.
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The annual change in the ratio of debt to GDP depends on interest rates, the 
growth in the economy, the current debt level, and primary deficits (which exclude 
net spending for interest). 

𝐷𝑡 − 𝐷𝑡−1 =
𝑟𝑡 − 𝑔𝑡
1 + 𝑔𝑡

𝐷𝑡−1 + 𝑑𝑡

In that equation, 𝐷𝑡 − 𝐷𝑡−1 is the change in the ratio of debt to GDP between years 
t and t-1, gt is the nominal growth rate of the economy, rt is the average nominal 
interest rate on debt held by the public, and dt is the ratio of primary deficits 
to GDP.

Changes in the Ratio of Federal Debt Held by the Public to GDP
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𝐷𝑡 − 𝐷𝑡−1 =
𝑟𝑡 − 𝑔𝑡
1 + 𝑔𝑡

𝐷𝑡−1 + 𝑑𝑡

The Equation for Changes in the Ratio of Federal Debt Held by the 
Public to GDP
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Values shown in 2021 are averages of four years of historical data (2017–2020) and one year of projected data (2021). Thereafter, values shown are based on fewer years of 
historical data and more years of projected data; beginning in 2025, values shown are based entirely on projected data. The interest rate is the nominal effective rate on federal debt. 
The GDP growth rate is the growth of nominal GDP. GDP = gross domestic product.

Interest Rates and GDP Growth

In CBO’s projections, 

the interest rate that 

the government pays 

on federal debt is lower 

than the rate of growth 

in the economy in the 

near term. By the 

2040s, however, that 

relationship is 

reversed.
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𝐷𝑡 − 𝐷𝑡−1 =
𝑟𝑡 − 𝑔𝑡
1 + 𝑔𝑡

𝐷𝑡−1 + 𝑑𝑡

The Equation for Changes in the Ratio of Federal Debt Held by the 
Public to GDP
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The model that CBO uses to make its long-term interest rate projections is 
described in Edward Gamber, The Historical Decline in Real Interest Rates and 
Its Implications for CBO’s Projections, Working Paper 2020-09 (Congressional 
Budget Office, December 2020), www.cbo.gov/publication/56891.

The model uses projections of the capital share of income, the ratio of debt to 
GDP, labor force growth, risk premiums, total factor productivity, and private and 
foreign savings rates.  

CBO’s Long-Term Projection of Interest Rates

http://www.cbo.gov/publication/56891
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Federal Debt If Interest Rates Differed 
From the Values Underlying CBO’s Projections

Lower interest rates on 

federal debt would result 

in smaller deficits and a 

smaller stock of debt, 

causing the debt-to-GDP 

ratio to grow more slowly. 

Higher interest rates 

would have the opposite 

effects.
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𝐷𝑡 − 𝐷𝑡−1 =
𝑟𝑡 − 𝑔𝑡
1 + 𝑔𝑡

𝐷𝑡−1 + 𝑑𝑡

The Equation for Changes in the Ratio of Federal Debt Held by the 
Public to GDP
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Average Annual Growth of Real Potential GDP

Growth in real potential 

GDP is projected to be 

slower than it has been in 

the past. That slowdown 

occurs mostly because 

the potential labor force 

is projected to grow at a 

slower pace.
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Demographic Factors That Contribute to Population Growth

As fertility rates remain

below the replacement

rate—the rate required for 

a generation to exactly 

replace itself—

immigration plays an

increasingly important 

role in population growth. 

In CBO’s projections, 

deaths exceed births

by 2044, indicating that 

without immigration, the 

population would decline. 

Thereafter, population 

growth is driven

entirely by immigration.
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Population, by Age Group

CBO projects that the 

population will become 

older, on average,

throughout the projection 

period as the share of 

the population age 65 or 

older continues to grow.
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Federal Debt If Total Factor Productivity Growth Differed 
From the Values Underlying CBO’s Projections

Faster growth in total 

factor productivity would 

increase overall economic 

growth, and the ratio of 

federal debt to GDP would 

grow more slowly. Slower 

productivity growth would 

have the opposite effects.
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𝐷𝑡 − 𝐷𝑡−1 =
𝑟𝑡 − 𝑔𝑡
1 + 𝑔𝑡

𝐷𝑡−1 + 𝑑𝑡

The Equation for Changes in the Ratio of Federal Debt Held by the 
Public to GDP
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Total Deficits, Primary Deficits, and Net Interest

Net spending for interest 

rises rapidly and 

accounts for most of the 

growth in total deficits in 

the last two decades of 

the projection period.
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Revenues in Selected Years
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Outlays in Selected Years
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Outlays for Social Security and the Major Health Care 
Programs in 2019 and 2051

Much of the growth in 

combined spending for Social 

Security and the major health 

care programs results from 

the aging of the population. 

Growth in spending for the 

major health care programs is 

also driven by excess cost 

growth—the extent to which 

the growth rate of health care 

costs per person (adjusted for 

demographic changes) 

exceeds the growth rate of 

potential GDP (the economy’s 

maximum sustainable output) 

per person.
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Federal Outlays for the Major Health Care Programs, by Category

Medicare spending is

projected to account for

more than four-fifths of 

the increase in spending 

for the major health care 

programs over the next 

30 years.


