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President Trump and his administration sold the One Big Beautiful Bill Act (OBBBA) as a
fiscally responsible bill that would cut spending, reduce deficits, and “restore fiscal
sanity” ! But the latest numbers from the Congressional Budget Office (CBO) show the
opposite: the law will add $4.7 trillion to the deficit over the next decade, making
Republicans’ signature legislative achievement responsible for over 20% of projected
deficits. ?

We now have a clearer picture of how much OBBBA tilted an already-unbalanced federal
budget further off course. In February, CBO released an updated baseline showing a rapidly
deteriorating fiscal outlook: debt is projected to reach $56 trillion (120% of GDP) within 10
years, while deficits will total more than $24 trillion through fiscal year 2036. Against that

backdrop, OBBBA stands out as a major new contributor to the problem. 3

What CBO Says About OBBBA

CBO’s updated estimate puts the total cost of OBBBA at $4.7 trillion over the 2026-2035
budget window. That figure reflects three changes from their earlier estimate: the shift to a
new 10-year budget window, the added cost of servicing the debt created by the bill, and the
bill’s broader economic effects. Measured against CBO’s projected $23.1 trillion in deficits

over that same period, OBBBA accounts for just over one-fifth of the total. *

This updated data builds on the July 2025 CBO estimate that the legislation would cost $3.4
trillion over the 2025-2034 budget window. > Under the new 2026-2035 window, that cost
rises to $3.7 trillion. © It further estimated debt-service (interest) costs of $900 billion and

around $100 billion in costs from economic damage—bringing the total to $4.7 trillion. 7

This harmful fiscal impact even accounts for the spending cuts in the bill. As CBO’s new
numbers show, nearly two-thirds of those cuts (64%) came from Medicaid cuts. 8 Another
11% of the spending cuts came from SNAP, nearly 9% from changes to federal student loan
programs, and 7% came from reductions to premium tax credits and related health care
spending. ¢ Even with $1.8 trillion in spending cuts, OBBBA’s ability to offset the huge tax
cuts was limited by $680 billion in spending increases, including $167 billion for
immigration enforcement and $156 billion for defense. 10

OBBBA Worsened Structural Problems



The federal budget was already on an unsustainable path before OBBBA. For years,
Washington has faced a widening structural gap between what the government spends and
what it collects in revenue. OBBBA deepened that gap. Even before recent legal

developments, tariffs were never going to pay for the cost of OBBBA. !

Another part of the budget story is that CBO says OBBBA ultimately weighs on the economy
because it increases debt. While the law may temporarily boost private investment, those
gains fade as the debt-to-GDP ratio rises and interest rates climb. Those higher interest
rates are so significant that any modest revenue gains from a temporarily larger economy
are more than offset by the added interest costs caused by the legislation’s debt increase.
The result is familiar: higher debt, higher borrowing costs, and weaker long-term fiscal and
economic performance. ? In this economy, policymakers considering wide-reaching and
deficit-financed legislation should take heed.
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investment, and productivity. However, the stronger economic activity and
higher federal borrowing associated with the law also lead to higher interest
rates throughout the period.

Despite modest macroeconomic benefits, the law is still projected to
substantially increase deficits. Before accounting for macroeconomic
feedback, deficits would rise by about $4.1 trillion over the 2025-2034 period;
with feedback effects included, the increase is slightly larger—S$4.2 trillion—
because higher interest costs more than offset deficit reduction from stronger
growth. While macroeconomic changes are estimated to reduce primary
deficits by $280 billion through higher revenues, those gains are outweighed
by a $405 billion increase in net interest costs, driven largely by higher rates
and a rising debt-to-GDP ratio—for a net deficit-increasing effect of $125
billion.

In short: The bill’s short-term growth effects partly come from demand, but its
long-term effects are dampened by crowding out. OBBBA amplifies an existing

drag on long-term growth, even as it boosts demand in the short run.



