
Notes: Unless this report indicates otherwise, all years referred to are federal fiscal years, which run from October 1 to September 30 and are designated by the 
calendar year in which they end. Numbers in the text and tables may not add up to totals because of rounding.

JUNE | 2023

O n June 3, President Biden signed into 
law the Fiscal Responsibility Act of 2023 
(FRA, Public Law 118-5), which sus-
pends the limit on federal debt through 

January 1, 2025, and makes a number of changes that 
affect federal spending and revenues. The Congressional 
Budget Office provided an assessment of the budgetary 
effects of that act in a letter dated May 30.1

This report builds on that earlier assessment by showing 
how those budgetary effects change projections of federal 
debt.2 Specifically, the $1.5 trillion reduction in pro-
jected deficits estimated to result from the FRA over the 
next 10 years reduces projected federal debt held by the 
public in 2033 by about 3 percent, from $46.7 trillion 
(or 119 percent of gross domestic product, or GDP) to 
$45.2 trillion (or 115 percent of GDP).

Key Budgetary Provisions in the Law
In addition to suspending the debt limit, the law 
includes many other provisions that affect spending and 
revenues, including provisions that do the following:

1.	 Congressional Budget Office, letter to the Honorable 
Kevin McCarthy providing CBO’s estimate of the budgetary 
effects of H.R. 3746, the Fiscal Responsibility Act of 2023 
(May 30, 2023), www.cbo.gov/publication/59225. 

2.	 The projections presented in this report do not constitute a 
new release of CBO’s baseline budget projections, the most 
recent of which were published in Congressional Budget Office, 
An Update to the Budget Outlook: 2023 to 2033 (May 2023), 
www.cbo.gov/publication/59096. CBO’s budget baseline is a set 
of projections of revenues, spending, deficits, and debt indicating 
what the federal budget would look like in the current year 
and over the next 10 years if existing laws governing taxes and 
spending generally remained unchanged. Preparing new baseline 
projections would involve a more comprehensive assessment of 
the budget outlook.

•	 Impose caps on most discretionary funding (that is, 
funding that is subject to the appropriation process) 
for 2024 and 2025, 

•	 Rescind certain unobligated funds provided in 
response to the coronavirus pandemic, 

•	 Modify work requirements for recipients of 
Supplemental Nutrition Assistance Program benefits 
and Temporary Assistance for Needy Families, and 

•	 Rescind certain funds provided to the Internal 
Revenue Service. 

The Law’s Effect on 
Projections of Budget Deficits
In its May 30 letter, CBO reported that the Fiscal 
Responsibility Act would reduce its projections of budget 
deficits by about $1.5 trillion over the 2024–2033 period 
relative to the baseline budget projections that CBO 
published on May 12, 2023.3 Most of that reduction 
in deficits stems from the assumption that the statutory 
caps in the FRA will limit discretionary funding in 2024 
and 2025.4 Not only will those caps affect spending in 
2024 and 2025, but they also affect CBO’s projections 
of discretionary spending in 2026 and beyond because 
of the way that the agency is required to project fund-
ing in those years. In CBO’s projections, discretionary 
funding in a future year generally is based on the amount 

3.	 CBO has not undertaken a dynamic analysis of P.L. 118-5; 
such an analysis would account for the budgetary effects of 
resulting changes in the total output of the economy and in 
other key economic variables. Other legislation enacted between 
March 30, 2023 (when CBO finalized the baseline projections 
that it published in May), and June 3, 2023 (when the FRA was 
enacted), did not have significant budgetary effects.

4.	 P.L. 118-5 also establishes annual funding limits from 2026 
through 2029 that can be enforced using the Congress’s 
procedures for considering budgetary legislation. The effects of 
those limits are not included in this analysis. 

How the Fiscal Responsibility 
Act of 2023 Affects CBO’s 
Projections of Federal Debt

http://www.cbo.gov/publication/59225
https://www.cbo.gov/publication/59096


2 HOW THE FISCAL RESPONSIBILITY ACT OF 2023 AFFECTS CBO’S PROJECTIONS OF FEDERAL DEBT	 June 2023

of funding provided or projected for the previous year, 
adjusted for inflation. Because the caps reduce projected 
funding for fiscal year 2025, the projections for the 
following year (and each year thereafter) are also reduced.

In CBO’s May 2023 budget baseline, annual deficits 
increase from $1.5 trillion in 2023 to $2.9 trillion 
in 2033, and the cumulative deficit for the 2024–
2033 period totals $20.3 trillion (see Table 1, top panel). 
Subtracting the estimated effect of the FRA on projected 
deficits from those baseline projections reduces the pro-
jected deficit in 2033 to $2.7 trillion and the cumulative 
deficit for the 2024–2033 period to $18.8 trillion (see 
Table 1, bottom panel).

The Law’s Effect on 
Projections of Federal Debt
The smaller deficits projected under the FRA 
reduce CBO’s projections of federal debt. In CBO’s 
May 2023 baseline projections, debt held by the pub-
lic in 2033 is $46.7 trillion, or 119 percent of GDP 
(see Table 2).5 Subtracting the $1.5 trillion reduction 
in projected deficits estimated to occur under the FRA 
from those baseline amounts results in debt held by the 
public in 2033 of $45.2 trillion, or 115 percent of GDP, 
a roughly 3 percent reduction.

5.	 Federal debt held by the public consists mostly of securities that 
the Treasury issues to raise cash to fund the federal government’s 
activities and to pay off its maturing liabilities.

Table 1 .

Projections in CBO’s May 2023 Baseline and Estimated Effects of 
the Fiscal Responsibility Act of 2023
Billions of Dollars

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Total,  
2024–
2033

CBO’s May 2023 Baseline
Revenues 4,815 4,848 4,974 5,317 5,658 5,919 6,142 6,368 6,607 6,841 7,102 59,777
Outlays

Mandatory 3,980 3,828 4,023 4,205 4,400 4,738 4,760 5,120 5,386 5,675 6,141 48,277
Discretionary 1,712 1,845 1,939 1,995 2,055 2,112 2,153 2,209 2,260 2,313 2,373 21,255
Net interest 663 745 773 835 912 1,003 1,084 1,165 1,252 1,350 1,440 10,559

Total 6,354 6,418 6,735 7,035 7,367 7,854 7,997 8,494 8,898 9,338 9,955 80,091
Deficit -1,539 -1,571 -1,761 -1,718 -1,709 -1,934 -1,855 -2,126 -2,291 -2,496 -2,852 -20,314

Estimated Effects of the Fiscal Responsibility Act of 2023
Change in Revenues * * * * * * * * * * * -2
Change in Outlays

Mandatory -4 -4 -2 * * * * * * * * -6
Discretionary 0 -64 -107 -125 -134 -141 -145 -149 -152 -156 -160 -1,332
Net interest * -1 -4 -7 -11 -15 -20 -25 -30 -35 -40 -188

Total -4 -70 -112 -132 -145 -156 -165 -173 -182 -191 -200 -1,526
Increase (-) or Decrease 
in the Deficit 4 70 112 132 144 156 164 173 182 191 200 1,523

CBO’s May 2023 Baseline Plus Estimated Effects of the Fiscal Responsibility Act of 2023
Revenues 4,815 4,847 4,974 5,317 5,658 5,919 6,142 6,367 6,607 6,841 7,102 59,774
Outlays

Mandatory 3,975 3,824 4,022 4,205 4,400 4,738 4,760 5,120 5,386 5,675 6,141 48,272
Discretionary 1,712 1,781 1,833 1,870 1,921 1,971 2,008 2,061 2,108 2,157 2,213 19,923
Net interest 663 744 769 828 901 988 1,065 1,140 1,223 1,315 1,400 10,371

Total 6,350 6,348 6,623 6,903 7,223 7,697 7,833 8,321 8,716 9,147 9,755 78,566
Deficit -1,535 -1,501 -1,649 -1,586 -1,565 -1,778 -1,691 -1,953 -2,110 -2,306 -2,652 -18,791

Data source: Congressional Budget Office. See www.cbo.gov/publication/59235#data.

* = between -$500 million and zero.

https://www.cbo.gov/publication/59235#data
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The smaller projected deficits also result in a decrease of $1.5 trillion in 2033 in CBO’s projections of debt subject to 
the statutory limit, which includes debt held by the public along with Treasury securities held by federal trust funds 
and other government accounts. In CBO’s May baseline projections, debt subject to that limit reaches $52.4 trillion in 
2033. After subtracting the estimated effects of the FRA, that measure of debt is $50.9 trillion.

Table 2 .

Estimated Effects of the Fiscal Responsibility Act of 2023 on Debt in CBO’s May 2023 Baseline

Actual,  
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

In Billions of Dollars
Debt Held by the Public at the End of the Year

CBO’s May 2023 baseline 24,252 25,767 27,388 29,246 31,054 32,866 34,895 36,830 39,015 41,347 43,861 46,709
Cumulative effects of the FRA n.a. -4 -74 -186 -318 -463 -618 -783 -955 -1,137 -1,328 -1,528

Total 24,252 25,763 27,314 29,060 30,736 32,403 34,277 36,047 38,059 40,210 42,533 45,181
Debt Subject to Limit at the End of the Year

CBO’s May 2023 baseline 30,869 32,492 34,237 36,129 37,964 39,638 41,468 43,270 45,213 47,245 49,501 52,387
Cumulative effects of the FRA n.a. -4 -74 -186 -318 -463 -618 -783 -955 -1,137 -1,328 -1,528

Total 30,869 32,487 34,163 35,943 37,646 39,176 40,849 42,487 44,258 46,108 48,173 50,860

Memorandum:
Gross Domestic Product in 
CBO’s May 2023 Baseline 25,016 26,238 27,266 28,610 29,932 31,251 32,525 33,811 35,133 36,488 37,874 39,288

As a Percentage of Gross Domestic Product
Debt Held by the Public at the End of the Year

CBO’s May 2023 baseline 96.9 98.2 100.4 102.2 103.7 105.2 107.3 108.9 111.0 113.3 115.8 118.9
Cumulative effects of the FRA n.a. * -0.3 -0.7 -1.1 -1.5 -1.9 -2.3 -2.7 -3.1 -3.5 -3.9

Total 96.9 98.2 100.2 101.6 102.7 103.7 105.4 106.6 108.3 110.2 112.3 115.0
Debt Subject to Limit at the End of the Year

CBO’s May 2023 baseline 123.4 123.8 125.6 126.3 126.8 126.8 127.5 128.0 128.7 129.5 130.7 133.3
Cumulative effects of the FRA n.a. * -0.3 -0.7 -1.1 -1.5 -1.9 -2.3 -2.7 -3.1 -3.5 -3.9

Total 123.4 123.8 125.3 125.6 125.8 125.4 125.6 125.7 126.0 126.4 127.2 129.5

Data source: Congressional Budget Office. See www.cbo.gov/publication/59235#data.

FRA = Fiscal Responsibility Act of 2023 (H.R. 3746, enacted on June 3, 2023, as Public Law 118-5); n.a. = not applicable; * = between -0.05 percent of 
gross domestic product and zero.

This report was prepared in response to interest from the Congress. In keeping with the Congressional Budget 
Office’s mandate to provide objective, impartial analysis, the report makes no recommendations. 

Avi Lerner prepared the report with guidance from Christina Hawley Anthony and Chad Chirico and with con-
tributions from Leigh Angres, Megan Carroll, John McClelland, and Sam Papenfuss. Mark Doms, Mark Hadley, 
Jeffrey Kling, and Robert Sunshine reviewed the report. Lora Engdahl and Bo Peery edited it, and Casey Labrack 
prepared it for publication. The report is available at www.cbo.gov/publication/59235. 

CBO seeks feedback to make its work as useful as possible. Please send comments to communications@cbo.gov. 

Phillip L. Swagel
Director�
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