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A record high

Global public debt is now almost equal in size to the world
economy, a level not seen since World War II.
(global public debt, percent of GDP)
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https://www.elibrary.imf.org/view/journals/007/2025/038/article-A001-en.xml

Sovereign bonds
‘Bifs’ replace ‘Piigs’ as Europe’s bond

market whipping boys

More indebted countries have seen their borrowing costs rise most since the
war began

Gross debt to GDP (%) vs increase in 10-year bond yield (% pts)

Countries sized by total outstanding bonds (€tn)
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The politics of sovereign borrowing

* The (conditional) democratic advantage (Ballard-
Rosa, Mosley & Wellhausen 2021)

* The choice of borrowing instruments (Bunte 2019,
Zeitz 2024)

* And economic policy transparency (Mosley & Rosendorff
2023)

* The currency denomination of debt (Ballard-Rosa,
Mosley & Wellhausen 2022)

* Government approval & international capital
markets (Ballard-Rosa et al 2026; Brooks, Cunha &
Mosley 2026)

* Decisions regarding restructuring, fiscal adjustment
and default (Ballard-Rosa 2020)
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Is the U.S.
exceptional?

* Yes

* Dollar’srole as global
reserve currency creates

demand for dollar assets.

* Longassumed to be zero
(or near zero) risk of
default.

* Borrow only in own
currency.

* Most debt held by
domestic investors.
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Annex Il. Figure 1. United States: Risk of Sovereign Stress

. Mechanical Final
Horizon . Comments
signal assessment
Overall Low Staff's assessment of the overall risk of sovereign stress is low.

Mitigating factors include the strength of institutions, the depth of
the investor pool, and the role of the US dollar in the international
system.

Near term 1/

Medium term High Moderate  Staff's assessment on the medium-term risk is "moderate”. While the
mechanical medium-term signal for both the fan chart and GFN
indicates a marginally "high" risk, driven by the probability of debt
GFN High non-stabilization and elevated level of gross financing needs,
rollover risk remains limited given the deep and sustained demand
for T-bills in domestic and global financial markets.

Fanchart High

Stress test

Long term Moderate Long-term risks are moderate as aging-related expenditures on
health and social security feed into debt dynamics.

Sustainability

assessment 2/ Not required for surveillance-only countries.

Debt stabilization in the baseline No

DSA Summary Assessment
Commentary: United States is at a low overall risk of sovereign stress. However, debt is expected to rise for several years.
Medium-term liquidity risks, as analyzed by the GFN Financeability and Debt Fanchart Modules, indicate a "high" risk.
Over the longer run, United States should continue with reforms to tackle risks arising from population aging on the
social security fund. However, the long time horizon at which these risks would materialize will help contain risks.

Camcivan: Ficwmd asall

International Monetary Fund, Article IV consultation, February 2026, released April 2026.



https://www.imf.org/en/publications/cr/issues/2026/04/01/united-states-2026-article-iv-consultation-press-release-staff-report-and-statement-by-the-575120

* Yes, but...

e Other countries’ frustration with
U.S. economic policies sets off
search for dollar alternatives.

* Within the U.S., institutional
Is the U.S erosion, reduced transparency,
e disregard for rule of law.

exceptional?

e Concerns about Fed
independence, “fiscal
dominance.” 0

* Growing debt servicing burdens, ,
coupled with relatively low
average time to maturity of dey

o




52. The increasing levels of U.S. public debt, Federal Debt Maturing in Next 12 Months
and the rising rollover needs of the federal
government, represent a systemic stability risk. ok Makeable D
Over the past decade, Treasury issuance has shifted
toward shorter maturities (where there is significant 30%
demand, including from institutional investors that
are limited to holding short duration Treasury
assets) which has led to almost one-third of the PP
stock of Treasuries now having a residual maturity of
less than one year. At the same time, the
intermediation capacity of the broker-dealer system
has declined, especially when compared to the size
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of the Treasury market (which has doubled over the last eight years). Despite the mismatch between
market size and intermediation capacity, there has fortunately not been a repeat of the Treasury

Public Debt by Maturity (Percent of GDP)
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Residual maturity: 6. years
W< 1year m1-5years B> 5years

The average maturity of outstanding U.S.
debtis 6 years.

Among OECD countries, the average term to
maturity of outstanding government debt
was just under 8 years in 2024; only Estonia,
Sweden, Israel, Norway, Poland and Turkey
had shorter average debt maturities than the
United States.


https://www.jec.senate.gov/public/vendor/_accounts/JEC-R/debt/Monthly%20Debt%20Update.html
https://www.oecd.org/en/publications/2025/03/global-debt-report-2025_bab6b51e.html

What are the politics of fiscal
adjustment?

* Does excessive debt threaten politicians’
survival in office?
* Incentives to delay adjustment
* Do voters demand fiscal adjustment?

* Tax increases and spending cuts both perceived
as unpopular.

Noting persistently high fiscal deficits, the continued rise in debt-GDP ratio and an
increasing share of short-maturity debt, Directors stressed the pressing need to address
the U.S. longstanding fiscal imbalances through a frontloaded fiscal adjustment. They

emphasized that the fiscal trajectory creates a growing financial stability tail risk for the
U.S. and for the global economy, given the importance of the U.S. Treasury market for the
global financial system. Directors underscored that achieving the needed fiscal




* Arecent survey (Ballard-Rosa
& Martin 2026) asks U.S.

. respondents about a situation

Public in which the US government is

S F - trying to deal with an
opinion. additional fiscal deficit.

tradeoffs

* Should they borrow more; cut 0
spending; or increase taxes”? ,

/
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Public opinion: tradeoffs

Tradeoffs results: Probability picked debt

(country) 4

China 1

Japan 1

United States -
United Kingdom 4
(taxgroup) 1
Corporations 1

HH making >500K -
HH making >$70K -
HH making >10K 1
(spendgroup) 1

US Military A
Unemployment Benefits -
Border Security A
Social Security 1
Clean Energy 1
Infrastructure -
(perc_tax) 1

75% 1

50% A

25% 1
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IMF COFER data on allocated foreign
exchange reserves across countries, in %
(last data point: Q2 2025)

Foreign official holdings of
US government debt grew
quickly in the early 2000s but
peaked in 2020.

In late 2024, approximately
13 percent of outstanding
US Treasury securities were
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held by official foreign
holders, with another 17
percent held by foreign
private holders.


https://home.treasury.gov/data/treasury-international-capital-tic-system

US Spends Biggest Share of Income on Debt Since Early 1990s
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Fiscal Policy

Under current policies, the general government deficit is expected to remain in the
7-8 percent of GDP range, causing general government debt to reach 140 percent
of GDP by 2031. While the risk of sovereign stress in the U.S. is low, the upward
path for the public debt-GDP ratio and increasing levels of short-term debt-GDP
represent a growing stability risk to the U.S. and global economy.

In addition to raising public debt, the recent changes in fiscal, trade and
immigration policies will have important distributional effects. The reduced
taxation of tips and overtime pay, combined with increases in the child tax credit,
should boost household incomes. However, staff models suggest that reductions
in Medicaid and food assistance, combined with higher tariffs, will act in the
opposite direction, resulting in materially lower real disposable incomes for the
bottom third of the income distribution and an increase in the poverty rate. After
2029, when the more progressive income tax provisions are scheduled to expire,
the combined effect of these policy changes is expected to lead to lower real
disposable income for the bottom half of the income distribution.

A clear, frontloaded fiscal consolidation plan is needed to put debt-GDP on a
downward trajectory. This will require a shift to a general government primary
surplus of around 1 percent of GDP (an adjustment of around 4 percent of GDP
relative to the current baseline). Achieving this needed realignment of the fiscal
position will require going beyond the ongoing efforts to identify efficiencies in
discretionary, non-defense federal spending (which makes up only 15 percent of
total federal outlays). Rather, the bulk of this adjustment will need to be borne by
increases in federal revenues and a rebalancing of entitlement programs (notably
social security and Medicare). To protect poorer households and prevent a
worsening of the income distribution, adjustments in the social safety net will also
be needed. Reducing the fiscal deficit would not only serve to address debt
sustainability concerns but would also facilitate a reduction in the current account
imbalance.



43. As argued for in previous Article IV
consultations, a clear, frontloaded fiscal
consolidation plan is needed to put debt-
GDP on a downward trajectory. Such an
adjustment would help lessen risks to financial
stability in the US and globally. As already laid
out in past staff reports, this will require a shift
to a general government primary surplus of
around 1 percent of GDP (an adjustment of
around 4 percent of GDP relative to the current
baseline). The strong cyclical position of the
economy offers an opportune time to
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undertake this adjustment. Achieving this needed realignment of the fiscal position will require
going beyond the ongoing efforts to identify efficiencies in discretionary, non-defense federal
spending (which makes up only 15 percent of total federal outlays). Rather, the bulk of this

adjustment will need to be borne by increases in federal revenues and a rebalancing of entitlement

programs (notably social security and Medicare). A range of policy options to achieve this

adjustment are outlined in Box 5 and Box 6.




Oil importers and exporters by rating
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Sources: IMF; S&P Global; Moody's; Fitch. Note: Net oil exports are for 2024 (includes

crude and refined products). Credit ratings are latest available. Average ratings are the

mean of available agency ratings, rounded to the nearest notch. NR = no rating. Sub- I M F
Saharan Africa excludes small island developing economies shown separately.
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