CoMMITTEE FOR A RESPONSIBLE FEDERAL BUDGET

Debt Basics

The national debt affects us all. Economists prefer to measure debt held by the public (rather than
gross debt) as a share of the economy (GDP), which links it to our capacity to pay service costs
and allows for comparison over time. The debt-to-GDP ratio stands at 99 percent and is projected
to rise to 118 percent by 2035 under current law.

State of the Debt:

e By FY 2029, debt will exceed the record of 106 percent of GDP set just after WWIL

e Under current law, we will borrow nearly $22 trillion over the next ten years, resulting in
debt held by the public totaling more than $52 trillion in 2035.

e At 6.4 percent of GDP, the 2024 deficit was the highest ever outside a recession or
emergency.

¢ Interest payments on the debt will cost $952 billion this year, more than the federal
government spends on children, Medicaid, defense, or Medicare.

¢ Interest payments on the debt will be about $7,200 per household in 2025.

e We will spend nearly $14 trillion on interest payments over the coming decade.

e If interest rates are just one percentage point above projections, interest payments will be
about $300 billion more per year.

¢ TFederal spending will be nearly 23.9 percent of GDP over the next decade, or $89.3 trillion,
while revenue will be 18.1 percent of GDP, or $67.5 trillion.

Why Debt Matters:

e Threatens economic vitality. High deficits can contribute to increased near-term inflation
and over time result in higher interest rates, slower economic and income growth, and a
small but increased risk of a fiscal crisis.

e Places a strain on the budget. Interest costs already exceed spending on children,
Medicaid, defense, and Medicare. Growing debt and interest inhibit the federal
government’s ability to invest in new priorities.

¢ Makes responding to new emergencies more challenging. High deficits and debt make
it harder to borrow in response to a recession, pandemic, war, or other emergency.

e Creates geopolitical challenges and risks. A substantial share of our national income
goes abroad through debt held by foreign investors. This leaves us with fewer financial
tools to manage conflicts with countries who have leverage over our economy.

e Is unfair to younger and future generations. The federal budget already favors
consumption on seniors over investment in children. Failing to address rising debt also
leaves future generations with an additional fiscal and economic burden.
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