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PUBLIC FINANCES
Public debt will increase in most countries

by 2030



Budget and primary balance (% GDP)

In the major advanced economies, public deficits remain
high, particularly in the United States, the United
Kingdom and France, where fiscal consolidation is expected
to continue. However, the effort required to reduce the
primary deficit would be partly offset by an increase in
interest payments.
Italy and Spain are expected to continue to post more
moderate deficits, mainly due to their ability to generate
primary surpluses, which are expected to increase further.
Japan and Germany are expected to see their budget
balances deteriorate in 2025–26, due to an increase in
spending in line with the priorities of the governments that
came to power in 2025. In Germany, however, this
development is expected to be followed by consolidation,
bringing the public deficit back below 3% in 2030.

SUMMARY: Public debt set to increase in most countries by 2030
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Interest expenditure (% of GDP) 

Interest expenditures are expected to rise in countries
where they are currently low – Germany, Japan and France
– and stabilise at a high level in countries where they are
currently higher – Spain and Italy – without, however,
increasing (the effect of the reduction in the public debt ratio
offsetting the rise in apparent interest rates).

In the United Kingdom, the slowdown in inflation (24% of
debt is indexed) would limit interest expenditure, despite
the rise in interest rates. In the United States, interest
expenditure would increase further under the dual effect of
high interest rates (despite the reduction in the average
maturity of debt) and an increase in the public debt-to-GDP
ratio.

Public debt (% of GDP)

By 2030, according to our forecasts, the dynamics of the
public debt-to-GDP ratio would reflect differences in
public deficit scenarios. The increase would therefore be
significant in the United States, the United Kingdom and
France. In the latter two countries, however, it would slow
down by the end of the decade due to fiscal consolidation.
This will not be the case in the United States, where
consolidation is expected to remain marginal.

Germany would see a moderate rebound in its public
debt. In Italy, Spain and Japan, the public debt ratio
would decline. In Japan, the anticipation of a more
pronounced deficit, due to the political choices of the new
government, would not slow this decline (due, in particular,
to historically high inflation for the archipelago and its
impact on real interest rates).
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Public finance indicators
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10-year sovereign bond yields (%)

Sources: IMF, European Commission, OECD, national sources 

Germany France Italy Spain UK US Japan

Average residual maturity 
(years)

Oct. 2025 9.0 8.0 7.0 9.0 14.3 5.8 9.5

Dec. 2019 8.0 7.8 6.9 7.6 15.7 - 9.2

Net debt1 (% of GDP) 47.4 104.9 125.1 87.3 93.7 97.4 133.9

% short-term debt 
(less than 1 year)

4.4 7.3 4.3 4.1 2.7 21.6 3.6*

% debt held by non-
residents

70.0 55.4 33.1 45.8 33.4 34.1 12.2

% debt indexed to inflation 3.4 11.0 8.3* 5.9 23.9 7.0 1*

Share of debt held by the 
Central Bank

Oct. 2025 34.2 22.5 22.0 48.8 23.3 20.8 40*

Dec. 2019 33.3 21.4 18.1 24.9 23.0 18.9 42*

Primary expenditure 
(% of GDP)

48.4 55.1 46.5 42.6 41.2 29.6 38.7

Structural expenditure2 

(% of primary expenditure) 70.4 73.8 73.6 75.3 81.0 95.7 77.0

Revenue (% of GDP) 46.8 51.4 47.1 41.8 38.3 27.3 37.6

*Central government data 
1Net debt: sum of all liabilities minus financial assets that are debt instruments (IMF)
2Expenditure on defence, law enforcement, health, education and old age 

forecasts
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UNITED STATES: High interest rates will prevent any reduction in the budget deficit (1)
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Primary balance (% of GDP)

The US primary deficit is expected to narrow in 2025 and
stabilise at around 1.0–1.5% of GDP in the coming years
thanks to higher customs revenues.

However, the deficit would not fall below the level needed to
stabilise public debt, mainly due to relatively high interest
rates.

Apparent interest rate vs. nominal growth (%)

The excess growth relative to the apparent interest rate
is expected to dissipate. This is the main consequence of
the end of above-average growth from 2025 (1.9%) onwards
(1.9% until 2027). In the short term, nominal growth will
remain buoyed by persistent inflation (between 2.5% and
3.0%), a phenomenon that is likely to erode by the end of the
decade.

Revenue and expenditure trends (% of GDP)

Primary public expenditure in the United States is
expected to remain relatively stable until 2030, within a
range of 29–30% of GDP. The variations are due to the
provisions of the One, Big, Beautiful Bill Act (OBBBA), notably
the reform of student loans, whose downward effect on
expenditure is concentrated in 2025, followed by increased
security and defence spending from 2026 onwards.

On the revenue side, the tax structure inherited from the
Tax Cuts and Jobs Act (TCJA, 2017) is preserved, with the
addition of revenue from additional customs duties. As a
result, the share of revenue in GDP is expected to grow by
one percentage point to 28.3% between 2024 and the end of
Donald Trump's term of office.
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UNITED STATES: High interest rates will prevent any reduction in the budget deficit (2)
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Contributors to the change in the debt ratio (pp)

The increase in the public debt-to-GDP ratio is expected
to continue but will be limited by continued high nominal
growth. The real interest rate is the main cause of the
increase in public debt due to its impact on interest charges,
even though this effect remains lower in absolute terms than
that exerted by real growth. As these effects increasingly
neutralise each other over time, it is the level of the primary
deficit that is expected to lead to a moderate increase in
public debt.

Sensitivity of public debt (% of GDP)  

Alternative scenarios could lead to a more pronounced
increase in US public debt (relative to GDP). An interest
rate shock would be damaging given the already growing and
predominant share of debt servicing in the baseline outlook.
The same argument also applies to the alternative scenario
of lower growth, which would leave growth below the
apparent interest rate. With the US economy close to full
employment, a larger fiscal stimulus, leading to a widening of
the primary deficit, would not stimulate growth enough to
stem the rise in public debt.

Yield curve (%)

Interest rates have risen significantly in recent years for
several reasons: post-pandemic inflation, deteriorating public
finances and monetary tightening. The relative steepening
of the current yield curve on longer maturities reflects
new or greater concerns about the sustainability of US
debt. For the time being, the large budget deficit and the lack
of reduction are keeping debt at a high level, which fuels its
sensitivity to a possible interest rate shock on short
maturities.

Please note: the "growth" and "primary balance" scenarios incorporate a 
negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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GERMANY: Moving towards a controlled increase in public debt (1)
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Primary balance (% GDP)

Germany's primary deficit is expected to widen over the
next two years as a result of the new fiscal strategy, before
gradually narrowing between now and 2030. The primary
deficit has recently exceeded the debt-stabilising balance,
and this gap is expected to widen in the coming years.
Consolidation measures are expected to slow the growth of
public debt, but not to stem it entirely. Given the rise in the
average interest rate on debt at the end of the period,
stabilising debt will require a stronger improvement in the
primary balance than is currently expected.

Apparent interest rate vs. nominal growth (%)

Germany should continue to benefit from relatively low
interest rates. The apparent interest rate should remain
well below nominal growth, even if the interest burden is set
to increase as the rise in long-term rates is passed on to the
apparent rate. Nominal growth should recover as a result of
a sharp rebound in real growth (+0.3% in 2025 and +1.4% in
2026, according to our estimates), thanks to the massive
investment plans implemented in the country. Therefore, the
differential between nominal growth and the apparent
interest rate would remain favourable, even if it narrows
towards the end of the decade.

Revenue and expenditure trends (% of GDP)

Germany has obtained the European Union's approval for
its new fiscal policy, while the constitutional debt brake
rule continues to apply to the federal budget but includes
more exceptions (special funds for infrastructure and defence
spending above 1% of GDP). Higher public spending is
expected to be the main cause of the increase in the public
deficit. In the medium term, with the rebound in growth, an
upturn in public revenue is likely. Fiscal consolidation is also
likely. It will undoubtedly focus on both expenditure
(excluding interest charges) and revenue – unless there is a
lasting reform of the debt brake, which is unlikely given the
balance of power in parliament and the requirement for a
qualified majority.
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GERMANY: Moving towards a controlled increase in public debt (2)
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Contributors to the change in the debt ratio (pp)

A measured increase in public debt is likely. German
public debt is expected to continue to rise, exceeding 69% of
GDP at the end of the forecast period (2030), compared with
62.1% in 2024. This increase is mainly due to the new fiscal
stance and the resulting widening of the primary deficit. The
real interest rate would cease to have a downward effect on
the debt ratio; however, the rebound in real growth from
2026 onwards would limit the increase in the public debt
ratio.

Sensitivity of public debt (% of GDP)

Fiscal consolidation is the most decisive factor in the
trajectory of public debt. In the alternative scenarios, debt
dynamics deteriorate systematically. A larger primary deficit
is unlikely in the short term, due to the debt brake rule.
However, without consolidation (which we anticipate from
2027–28 onwards), the public debt-to-GDP ratio would rise
more sharply. Lower growth or a more pronounced rise in
interest rates would, by comparison, have a more moderate
impact. This sensitivity to the public balance reinforces the
need for and likelihood of rapid fiscal consolidation, in line
with our central scenario.

Yield curve (%)

The steepening of the yield curve is likely to lead to an
increase in the interest burden. The prospect of rising debt
has already pushed up long-term rates, and this trend is
likely to continue with the increase in bond issuance
expected between now and the end of 2027. Ultimately, fiscal
consolidation would exert a moderating pressure, but the
expected easing of long-term rates would remain limited –
and with it the easing that other eurozone member countries
could benefit from.

Please note: the "growth" and "primary balance" scenarios incorporate 
a negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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FRANCE: Public debt will continue to rise before stabilising at the end of the decade (1)
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Primary balance (% GDP)

France's primary budget balance deteriorated until 2024.
According to the High Council of Public Finances (HCFP), it
improved in 2025. However, the deficit remains too high to
allow public debt to stabilise.

Despite consolidation, which is set to continue from 2026
until the end of the decade, the primary deficit will
remain worse than the stabilising balance (public debt
will therefore increase).

Apparent interest rate vs. nominal growth (%)

Real growth is expected to rebound in 2026 (1.1%) and
2027 (1.3%) and therefore no longer penalise public
finances. At the same time, the increase in the apparent
interest rate reflects the rise in interest rates since 2022.

After 2027, the return of GDP growth to its potential
(1.1%) and moderation in inflation would erode nominal
growth. The rise in the apparent interest rate would push it
above nominal GDP growth from 2029 onwards.

Revenue and expenditure trends (% of GDP)

In 2025, fiscal consolidation would be based entirely on
increased revenue, according to the latest opinion of the
HCFP. The indexation of social spending and the increase in
key expenditure (defence, police and justice) would have offset
the slowdown in central- and local-government expenditure.

In 2026 and 2027, the adjustment would once again come
through increased revenue, while expenditure would follow
the same trend (new defence spending, increased contribution
to the EU budget, and indexation of social benefits). Therefore,
revenue would ultimately return to its share of GDP observed
until 2022.
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FRANCE: Public debt will continue to rise before stabilising at the end of the decade (2)

9ECOCHARTSECONOMIC STUDIES

Contributors to the change in the debt ratio (pp)

The persistence of a high primary deficit led to a rebound
in the public debt ratio in 2024, especially as the decline in
inflation enabled a sharp rebound in the apparent real
interest rate (previously strongly negative).
The decline in real growth was also a negative factor. From
2025 onwards, the real interest rate contributed to the rise
in the debt ratio, while consolidation remained too moderate
to reverse this trend.

Thereafter, continued consolidation and a rebound in real
growth would help to curb the rise in the debt ratio. It
would stabilise in 2030, provided that the improvement in
the primary balance offsets the gradual rise in the real
effective interest rate.

Sensitivity of public debt (% of GDP)

In our central scenario, the public debt ratio would
stabilise in 2030 at around 120% of GDP (113% in 2024)
with the public deficit returning to 3% of GDP. Given the
sharp increase in interest expenditure, this stabilisation
would require a primary surplus of around 0.8 percentage
points of GDP in 2030 (a surplus that France last achieved
between 1998 and 2001).

The risk scenario that would have the greatest impact
relates to interest rates. However, this is also the least
likely scenario, as French interest rates depend in part on
European conditions (particularly German rates).

Yield curve (%)

The rise in interest rates is evident after COVID. Its
relatively recent nature has limited the impact on
interest expenditure. However, the relative steepening of
the yield curve should eventually have an impact on the
latter, as the average maturity of public debt is relatively
high (8.5 years).

While short maturities have benefited from the ECB's rate
cuts, long-term rates have continued to rise, penalised by
political uncertainty, the increase in public debt and the rise
in German rates.

Please note: the "growth" and "primary balance" scenarios incorporate 
a negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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ITALY: Public debt ratio to remain high despite a relative decline (1)
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Primary balance (% GDP)

The primary surplus is expected to increase until 2030.
The primary balance went from a deficit of 4% of GDP in
2022 to a surplus of 0.5% in 2024, thanks to the removal of
support measures put in place after the pandemic, the
citizen's income and the "superbonus". The primary surplus
is expected to increase over the next few years, reaching
2.1% in 2030.

Apparent interest rate vs. nominal growth (%)

Until 2027, nominal growth (3.2% on average) is expected
to remain higher than the apparent interest rate (3.1%)
due to an acceleration in real growth (0.9%), which will
enable a reduction in public debt during this period. Inflation
is expected to gradually slow down, reaching 1.8% in 2030.

However, from 2028 onwards, debt is expected to decline
at a more moderate pace, as the apparent interest rate
(3.3%) is expected to rise above nominal growth (2.7%),
which is expected to weaken at the end of the period to
return close to its potential (0.8%).

Revenue and expenditure trends (% of GDP)

Public expenditure (excluding interest expenditure) is
expected to increase gradually towards the end of the
decade, mainly due to higher defence expenditure.

Public revenue will remain higher than expenditure, even
in 2026, when a reduction in income tax for the middle
classes is expected to take effect. This will enable an
increase in the primary surplus.
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Public debt sensitivity (% GDP)

Although it is expected to decline between now and 2030,
Italy's public debt is likely to remain among the highest in
Europe.

The reduction in Italy's public debt ratio appears to be
fairly sensitive to changes in growth, the primary balance
and interest rates. Such shocks would prevent a reduction in
public debt from 2028 onwards (and limit it before then).
Ultimately, it would remain fairly high (close to 135% of GDP)
if growth were to disappoint, if the government decided not to
increase the primary surplus, or if interest rates were to rise
(with a relatively similar impact on the public debt ratio).

ITALY: Public debt ratio to remain high despite a relative decline (2)
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Contributors to the change in the debt ratio (pp)

In 2025, public debt is expected to increase (136.4% of
GDP) due to European rules on accounting for the
superbonus. According to our forecasts, debt should then
decrease (131.8% by 2027), thanks to continued strong
growth above the real interest rate and an increasingly large
primary surplus.
From 2028 onwards, debt reduction is expected to be
more limited. Although primary surpluses are expected to
increase, the real interest rate is expected to rise as inflation
falls, putting slightly more pressure on public debt dynamics.

Yield curve (%)

Steepening of the yield curve. While the inflationary peak in
November 2022 caused the yield curve to flatten, it has now
returned to a slope close to that observed in the pre-COVID
period but significantly shifted upwards.

Long-term interest rates have risen, but more moderately
than in other countries. At around 3.4% for 10-year bonds
and 4.3% for 30-year bonds, they are close to the levels seen
in France. However, as Italy's debt was already high before
the COVID pandemic, interest rates were already significant
on long maturities: therefore, the increase is less dramatic
than in several European countries (France and Germany, in
particular), where 10-year rates were negative.

Please note: the "growth" and "primary balance" scenarios incorporate a 
negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" scenario 
incorporates a 1 pp increase in the apparent interest rate.
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SPAIN: Moving towards a reduction in public debt amid strong growth (1)

12ECOCHARTSECONOMIC STUDIES

Primary balance (% GDP)

Spain is expected to generate primary surpluses from
2026 onwards. The primary deficit fell from 2.3% of GDP in
2022 to 0.7% in 2024, thanks to the removal of support
measures put in place after the pandemic and the renewal of
state budgets since 2023. The deficit is expected to narrow to
0.1% in 2025, and then turn into a surplus, which will
increase until 2030 (+1.0%).

The stabilising primary balance would remain below the
primary balance, enabling a reduction in public debt.
From 2028 onwards, however, the gap between the two
balances would narrow, implying a smaller reduction in debt
in the medium term.

Apparent interest rate vs. nominal growth (%)

Until the end of the decade, nominal growth (4.1% on
average) is expected to remain higher than the apparent
interest rate (2.7%), due to continued dynamic real growth
(2.0%) and inflation close to 2%. This will enable a reduction
in public debt during this period.

Nevertheless, the debt ratio is expected to gradually
stabilise at around 90% by 2030, with the apparent interest
rate (3.1%) becoming very close to nominal growth (3.2%).

Revenue and expenditure trends (% of GDP)

Public expenditure (excluding interest expenditure) is
expected to remain fairly stable (as a percentage of GDP)
until 2030. This is because the renewal of the 2023 budget
for a third consecutive year is almost certain and could
continue as long as the government remains in a minority in
Parliament; moreover, the government has decided not to
increase its defence spending to meet the threshold required
by NATO.

From 2026 onwards, public revenue as a share of GDP
will exceed expenditure. Such strong public-revenue
growth, driven by robust domestic consumption and a
healthy labour market, will lead to the emergence of a
primary surplus, which will then increase.
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SPAIN: Moving towards a reduction in public debt amid strong growth (2)
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Contributors to the change in the debt ratio (pp)

Public debt is expected to continue falling until the end of
the decade. It will be driven down by high real growth,
which will clearly predominate in a climate where real
interest rates are only expected to have a moderate impact
from 2026 onwards.

From 2027 onwards, the debt ratio is expected to decline
less sharply. The economy is expected to approach full
employment by that time, which would affect real growth.

Sensitivity of public debt (% of GDP)

Public debt would fall below 100% of GDP by 2026 (101.8%
in 2024) and reach 91.2% in 2030, according to our central
scenario.

The three adverse scenarios would prevent public debt from
falling below 95% of GDP (particularly if the government
decided not to generate a primary surplus). In these
situations, public debt would stabilise before rising slightly at
the end of the decade.

Yield curve (%)

Moderate steepening of the yield curve. In contrast to what
is observed in Italy, the inflationary peak of 2022 led to a
steepening of the yield curve in Spain.

Since then, the yield curve has flattened for short and
medium maturities. Only longer maturities have seen rates
rise (3.1% for 10-year bonds and 4% for 30-year bonds).
However, they remain low compared with France and Italy.

Please note: the "growth" and "primary balance" scenarios incorporate a 
negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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Primary balance (% of GDP)

The primary budget balance has gradually recovered
post-COVID, mainly supported by improved growth, but
remains high compared to the rest of Europe.
Nevertheless, structural adjustments were significant in
2025, particularly on the revenue side. This momentum is
expected to continue in 2026 (the outlines of the 2026 budget
will be unveiled on 26 November during Rachel Reeves'
autumn speech). Assuming that consolidation continues
(guided by compliance with fiscal rules), the primary
balance would return to equilibrium by 2030, improving
the sustainability of public finances. This is because the
primary balance would then reach a level that would enable
public debt to stabilise by that date.

Apparent interest rate vs. nominal growth (%)

The gradual decline in inflation towards the 2% target (by
2028), as well as the fairly limited pace of economic
growth, will reduce the dampening effect on debt dynamics.
Real GDP growth would strengthen slightly to 1.3% in 2025,
followed by a slowdown to 1.0% in 2026. Growth would then
stabilise at its potential rate (1.2%). The apparent interest rate
will stabilise between 3.0% and 3.2% over the projection
horizon (the effect of the rise in fixed interest rates will be
offset by the decline in inflation, with 24% of the debt being
indexed to it).

Revenue and expenditure trends (% of GDP)

By 2027, we anticipate that the bulk of the fiscal
adjustment will come from revenues, particularly with the
continued increase in certain taxes. Subsequently, the
balance of the fiscal adjustment between revenues and
expenditures will be better distributed in order to not overly
burden activity in the run-up to the 2029 general election.
Therefore, revenue as a share of GDP would increase by 1.2
percentage points between 2024 and 2027, then by 0.3
percentage points at the end of the decade. Public
expenditure (excluding interest expenditure) would decline
as a share of GDP to a lesser extent in 2024–2027 (-0.8 pp),
before falling a further 0.6 pp by 2030.
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Contributors to the change in the debt ratio (pp)

The sharp decline in the primary deficit due to structural
adjustment efforts will be the main contributor to the
slowdown in the rise of the debt ratio.
It will more than offset the increased pressure from real
interest rates, which will be the main unfavourable factor
from 2028 onwards. However, the rise in real interest rates
will be moderated between now and 2027 by the impact of
lower inflation on the apparent rate of indexed debt.

The real growth rate is expected to decline at a relatively
stable rate over the next five years.

Sensitivity of public debt (% of GDP)

In our central scenario, the debt ratio would stabilise
below 105% of GDP by the end of the decade. However, a
more pronounced growth or deficit shock would significantly
reverse this trend and cause the debt ratio to rise above 110%
of GDP.
The scenario of rising interest rates appears less damaging
in the medium term, as the average residual maturity of the
debt (14 years) is relatively high, and the proportion of
inflation-indexed bonds (24%), whose yield will be mitigated
by the slowdown in inflation, is significant.

Yield curve (%)

The yield curve has shifted significantly upwards
compared to pre-COVID levels and the last peak in inflation.

The curve remains high but not very steep, as still high key
policy rates by the BOE is limiting the decline in short-term
rates. Moreover, they are only expected to fall moderately,
given the limited number of rate cuts expected from the BoE
(two more according to our forecasts), leading to a high
terminal rate (3.5%). Long-term rates have fallen since
September 2025, but expectations of persistent inflation and
the prospect of a further increase in public debt by the end of
the decade are limiting this decline.

Please note: the "growth" and "primary balance" scenarios incorporate a 
negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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Primary balance (% GDP)

Japan's primary deficit is expected to narrow in 2025 but
is likely to increase again to around 2% of GDP in the
coming years due to upward pressure on public spending.

These deficit levels would not prevent, at least in the short
term, a reduction in public debt enabled by higher inflation,
which will not be offset by higher interest rates in the short
term.

Apparent interest rate vs. nominal growth (%)

The gap between nominal growth and the apparent
interest rate is expected to narrow but remain significant.
This is the main consequence of the new inflation regime
(above 2% y/y since April 2022, compared with an average of
0.1% between 2000 and 2021) and an economy growing at
around its potential level (estimated at 0.6% annual). The
effect of the recent rise in bond yields will gradually feed
through to the apparent rate. Thus, the gap with nominal
growth should remain favourable, enabling public debt to
decline despite the continued primary deficit.

Revenue and expenditure trends (% of GDP)

Japan's primary public expenditure is expected to remain
significantly high (above 39% of GDP) compared to its pre-
pandemic level (36.5% in 2019), due to the needs associated
with an ageing population and defence requirements. It
should be supported by the regular passing of
supplementary budgets aimed at supporting households
against inflation. On the revenue side, we expect revenues
to remain stable after the sharp post-pandemic increase
driven by higher repatriated profits.
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Contributors to the change in the debt ratio (pp)

The decline in the public debt-to-GDP ratio is expected to
slow, with public debt stabilising at the end of the
decade. Initially, the nominal effect linked to inflation
(negative real interest rates) will continue, supporting the
sustainability of primary deficits. As this effect dissipates,
against a backdrop of debt rollover at higher rates coupled
with limited growth prospects, the primary deficit will
gradually gain more weight in the dynamics of public debt.

Sensitivity of public debt (% of GDP)

The alternative scenarios highlight the fragility of Japan's
situation, despite the significant decline in the public debt-
to-GDP ratio that we anticipate in our central scenario. A
more significant interest rate shock would cause the public
debt ratio to rebound sharply from 2028 onwards. A more
marked deterioration in the primary balance or a deterioration
in growth would have a similar impact, preventing any further
reduction in public debt beyond 2026.

Yield curve (%)

Japan now has to contend with significantly higher
interest rates. These have risen sharply in recent years due
to a combination of factors: post-pandemic inflation,
deteriorating public finances and a reduction in the pace of
purchases by the Bank of Japan (BoJ). The steepening of the
current yield curve on longer maturities reflects growing
concerns about the sustainability of Japan's public debt,
despite its recent decline.

Please note: the "growth" and "primary balance" scenarios incorporate a 
negative shock to growth and to the deficit of 0.5 pp of GDP per year 
compared to the central scenario, respectively; the "interest rate" 
scenario incorporates a 1 pp increase in the apparent interest rate.
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• Net public debt: gross public debt minus deposits, negotiable debt securities and loans held by public
administrations on other actors.

• Primary balance: budget balance excluding interest expenditure. It measures the difference between public
revenue and public expenditure, excluding interest expenditure from public expenditure.

• Stabilising primary balance: primary budget balance that would stabilise the public debt-to-GDP ratio in
year N at the same level as in year N-1.

• Apparent interest rate: ratio between the interest expense of general government in year N and public debt
in year N-1. The apparent interest rate can therefore be interpreted as the average effective interest rate on
public debt.
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