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The nation’s fiscal position is alarmingly fragile, strained by extensive pandemic relief 
and subsequent stimulus initiatives that drove inflation and massively expanded the 
debt between 2020 and today.  
 
The Return of War-Level Debt but Without the War 
 
Publicly held debt is now at its highest level since World War II.  
 
Without meaningful fiscal reform, the Congressional Budget Office (CBO) projects that 
debt held by the public will be 99.9 percent by September and will surpass the 1946 peak 
by 2029. Gross federal debt will be 123 percent of GDP by September which already 
exceeds the high of 119 percent during WWII.  
 
Between early 2020 and the end of 2023, 76 percent of new federal spending was 
financed through bond issuance, with another 14 percent covered by money creation. 
This represents the heaviest reliance on debt and monetary expansion for new spending 
since the Civil War.  
 
At the same time, federal borrowing remains at record levels, driven largely by the need 
to refinance a growing volume of maturing debt. The Treasury expects to borrow $815 
billion in 2025 – more than double the amount it borrowed just four years prior in 2021.  
 
Pandemic Spending Eroded Fiscal Space  
 
Government spending, driven by both deliberate increases and the inflation adjusted 
“autopilot” growth of certain programs, has propelled a sharp rise in federal debt. 
Absent major reforms to reduce long-term liabilities, these autopilot spending increases 
will continue to undermine America’s borrowing capacity and fiscal state. 
 
The economic and fiscal landscape of the United States has evolved significantly since 
2017. During the late-2010s, the economy enjoyed relatively robust growth and 
moderate government deficits, allowing policymakers to keep concerns about debt 
sustainability in check.  
 
However, the shock of the COVID-19 pandemic and the related government-imposed 
closures prompted a sizeable fiscal response which has affected fiscal space and thus the 
fiscal state of our nation. 
 

https://epicforamerica.org/federal-budget/were-reaching-the-point-of-no-return-on-federal-debt/
https://epicforamerica.org/federal-budget/epic-explainer-discretionary-v-autopilot-spending/
https://epicforamerica.org/the-economy/what-is-fiscal-space/
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Our fiscal state deteriorated sharply as the government enacted large-scale programs to 
offset the economic fallout associated with the pandemic and related policy decisions. 
These measures, combined with lower tax revenues as the government-imposed 
closures that dramatically slowed the economy, led to higher borrowing which 
accelerated the increase in public debt.  
 
Once the worst of the lockdowns subsided and economic activity resumed, the ensuing 
rebound helped partially restore some of that lost fiscal space. But despite the 
groundwork for a strong economic recovery, legislation enacted during the Biden 
administration contributed to an expansion of federal spending, driving up inflation and 
borrowing needs as well as putting pressure on rising interest rates. 
 
Therefore, the considerable Biden-era deficit spending slowed any gains that were being 
made to return fiscal space back to its pre-pandemic level. 
 
What Can Congress Do? 
 
Congress must ultimately begin to reduce the growth in spending. The dramatic increase 
in spending from pandemic stimulus packages has driven inflation and expanded the 
debt to unprecedented levels. As the debt and interest payments on it increase, our 
nation becomes increasingly vulnerable to a national emergency. Congress should use 
the reconciliation process to cut spending and shore up our fiscal state.  

https://epicforamerica.org/federal-budget/the-fiscal-red-line-how-close-is-the-u-s-to-its-borrowing-limit/
https://www.lse.ac.uk/CFM/assets/pdf/CFM-Discussion-Papers-2024/CFMDP2024-39-Summary.pdf

