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Executive Summary

The U.S. debt burden has grown to $39 trillion, surpassing another grim
milestone only five months after passing $38 trillion. The massive growth in
the U.S. government’s debt load — which is adding $1 trillion every 163 days,
running annual budget deficits of near S2 trillion, and a deficit to GDP ratio of
6.0% — appears to be unsustainable.

Despite those ominous stats, someone could conjecture “do deficits and debt
really matter?” The answer is an unequivocal “Yes.” Eventually, the debt
burden will reshape domestic and global market expectations for longer-term

rates and further complicate the Federal Reserve’s ability to reinstate price
stability.

This week, we take an in-depth look at the state of the federal government's
balance sheet, the runup in liabilities, the buyers of U.S. Treasuries, and the
potential consequences of rising U.S. debt.
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Former Treasury Secretary Hank Paulson Sounds the Alarm on U.S. Debt

Former Treasury Secretary Hank
Paulson, who served under President
George W. Bush, recently sounded the
alarm on U.S. debt and suggested the
government should have a backup plan
in case international demand for dollar
assets falters.

Paulson warned of a “doom loop” in
which investors seek higher Treasury
yields due to burgeoning government
debt, which in turn, increases the
government’s interest payments,
widening the deficit further, and so on.

As such, Paulson proposed the need
for a “break-the-glass plan” if there
were to be a breakdown in the U.S.
government debt market. He didn’t lay
out the specifics of a plan.
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*Note: U.S. National debt consists of debt held by the public (individuals, foreign

governments, Federal Reserve and intragovernmental holdings (money owed to government

trust funds like Social Security).

STIFEL |

Fixed Income
Capital Markets



U.S. Debt Held by the Public Tops 100% of GDP
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Source: Office of Management and Budget
*Note figures are for fiscal years ending September 30 except 2026 which is as of March 31
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U.S. Debt Breakdown: Debt Held by the Public Makes Up 80% of Gross Debt

Total U.S. Debt, % Total U.S. Debt, Trillion $
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Most Public Debt is Held by Domestic Holders, but Foreign Holders Still Hold $9.5 trillion

U.S. Public Debt Holders, Trillion $
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The Holders of U.S. Debt Have Shifted in the Past Decade
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Note: Table includes marketable Treasury securities held by the public. Data current as of January 2026. Figures may not sum due to rounding.
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Foreign Ownership has Also Changed in the Last Decade

Foreign Holdings of Public Debt, 2015 and 2025, Bil.$
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Global Debt-to-GDP Ratios Expected to Remain Elevated
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Consequences of Rising Deficits and Debt

Investors
demand
higher yields Leads to
(rates) to upward
absorb pressure on
increasing inflation
Treasury

supply

Government has funds available
to respond to needs or
emergencies

Potentially Income
resultsin a growth slows
rise in interest as borrowing
rates costs rise

Threatens national security and
safety

Fiscal or sovereign debt crisis as investors lose confidence in government’s ability to
pay debt obligations, potentially resulting in:
- Spike in interest rates
- Currency devaluation
- Severe economic contraction
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2026 is an Outsized Year for Refinancing

10
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2026 is an outsized year for refinancing, with nearly
$10 trillion worth of Treasuries maturing this year,

8 significantly more than the estimated maturity next
year or over the next 10 years.

2026 2031 2036 2041 2046 2051 2056
Source: U.S. Treasury/Bloomberg
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Disclosures and Disclaimers

The Fixed Income Capital Markets trading area of Stifel, Nicolaus & Company, Incorporated may own debt securities of the borrower or borrowers mentioned in this
report and may make a market in the aforementioned securities as of the date of issuance of this research report. Please visit the Research Page at Stifel.com for the
current research disclosures applicable to the companies mentioned in this publication that are within Stifel’s coverage universe.

The information contained herein has been prepared from sources believed reliable but is not guaranteed by Stifel and is not a complete summary or statement of all
available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without notice and do not
take into account the particular investment objectives, financial situation or needs of investors. Employees of Stifel or its affiliates may, at times, release written or oral
commentary, technical analysis or trading strategies that differ from the opinions expressed within. No investments or services mentioned are available to “private
customers” in the European Economic Area or to anyone in Canada other than a “Designated Institution”. The employees involved in the preparation or the issuance of
this communication may have positions in the securities or options of the issuer/s discussed or recommended herein.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation from issuers for services including, but not
limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions. Moreover, Stifel
and its affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or short positions in such securities or in
options or other derivative instruments based thereon.

Stifel Fixed Income Capital Markets research and strategy analysts (“FICM Analysts”) are not compensated directly or indirectly based on specific investment banking
services transactions with the borrower or borrowers mentioned in this report or on FICM Analyst specific recommendations or views (whether or not contained in this
or any other Stifel report), nor are FICM Analysts supervised by Stifel investment banking personnel; FICM Analysts receive compensation, however, based on the
profitability of both Stifel (which includes investment banking) and Stifel FICM. The views, if any, expressed by FICM Analysts herein accurately reflect their personal
professional views about subject securities and borrowers. For additional information on investment risks (including, but not limited to, market risks, credit ratings and
specific securities provisions), contact your Stifel Financial Advisor or salesperson.

Our investment rating system is three-tiered, defined as follows:

Outperform - For credit specific recommendations we expect the identified credit to outperform its sector
specific peers over the next six months.

Market perform - For credit specific recommendations we expect the identified credit to perform approximately
in line with its sector specific peers over the next six months.

Underperform - For credit specific recommendations we expect the identified credit to underperform its sector
specific peers over the next six months.

Additional Information Is Available Upon Request

I, Lindsey Piegza, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or issuers; and | certify that no
part of my compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this research report.

© 2026 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, Maryland 21202. All rights reserved.
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