
How do Consumers View Future Government

Debt? A Primer on Debt-Growth Expectations

We analyze consumers’ expectations for growth in government debt before and after
the COVID-19 pandemic, its breakdown by different income groups, and its relation
to inflation expectations. We find that debt-growth expectations rose immediately
during the pandemic recession and started to return to their prepandemic levels at the
end of 2024. We also observe that consumers in the bottom 40 percent of the
household-income distribution have higher debt-growth expectations than their
counterparts in the middle 40 percent and top 20 percent of this distribution. A
regression analysis indicates that government debt-growth expectations are positively
correlated with inflation expectations in the post-pandemic recession period.
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The government debt held by the public is often viewed as a key measure of the government’s fiscal

picture, and policymakers, academics, and the informed public follow its growth closely. Research

shows that individuals are sensitive to information about the level of public debt, the debt-to-GDP

ratio, or the outlook for or increase in debt, influencing their inflation expectations and how they shape

their attitudes and expectations toward government spending and taxation (Coibion et al., 2021; Roth

et al., 2022; Grigoli and Sandri, 2024; Bianchi et al., 2025).

In this Economic Commentary, we analyze the recent dynamics of debt-growth expectations and

their relation to inflation expectations by providing a novel documentation of the year-ahead debt-

growth expectations series from the Federal Reserve Bank of New York’s Survey of Consumer

Expectations (SCE).  We focus on the years before, during, and after the pandemic recession, from

January 2015 through April 2025. We divide our investigation into three parts: (i) an analysis of the time

series dynamics, the effect of the pandemic, and its comparison to observed debt growth; (ii) a

breakdown of debt-growth expectations across the household income distribution; and (iii) a

comparison with the 12-month-ahead inflation expectations measure from the SCE.

We find that mean year-ahead debt-growth expectations are, on average, higher than the realized

trailing debt growth. Such expectations experienced a sharp rise immediately during the pandemic

recession and remained high in comparison to the prepandemic average through 2021, when we

observed high actual debt growth, returning to levels closer to the prepandemic standard by the end

of 2024. We also find that consumers in the bottom 40 percent of the total household income

distribution consistently expect higher debt growth than consumers in the middle 40 percent and top

20 percent.  In fact, the expectations of the bottom 40 percent are, on average, 60 percent higher

than those of the top 20 percent in the years before the pandemic. Mean debt-growth expectations

have risen for all three groups during the pandemic recession, but they remained higher for longer for

the bottom 40 percent.

We also study the association between year-ahead debt-growth expectations and 12-month-ahead

inflation expectations in the SCE. Inflation expectations are widely used in economic analysis and are

shown to be an important driver of consumers’ economic decisions (Weber et al., 2022; Hajdini et al.,

2023, 2025). Using a simple regression analysis, we find that both measures are positively and

significantly correlated, with distinct patterns for the pre- and post-pandemic-recession time periods.

When we break down the sample by income groups, we observe a positive and mostly significant

association for all groups and a stronger correlation and explanatory power for consumers in the

bottom 40 percent of the household income distribution.
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Our main data come from the New York Fed’s SCE, for which individuals are surveyed monthly,

staying in the sample for a cycle of 12 months. The question about debt-growth expectations is given

to respondents that have been interviewed once previously. We start, then, by looking at how the

debt-growth expectations data elicited from the SCE compare to realized US debt growth. To do so,

in Figure 1 we plot the monthly time series of the mean annual debt-growth expectations for the next

12 months together with the realized trailing 12-month growth rate of outstanding public debt to the

penny as reported by the US Treasury.

The first key observation from the data is that the US debt year-over-year growth rate hovered around

5 percent until the start of the pandemic recession in 2020, when it increased to close to 20 percent. It

then fell off sharply and stayed around 20 percent until mid-2021. After that, year-over-year debt

growth returned to a slower pace and moved more similarly to the prepandemic pattern, though with

a moderate average level shift, fluctuating around 7 percent and reaching 5 percent at the end of our

sample in April 2025.

Another observation is that consumers’ mean annual debt-growth expectations have usually been

higher than the realized trailing debt growth, with the mean about 3 percentage points higher on

average than what is observed in the debt growth over the prior 12 months. We can also observe that

year-ahead debt-growth expectations are relatively well-behaved, tracking the broad movements of

realized debt growth such as the spike observed during the pandemic and the return to a level more

consistent with the historical data in the years that followed. Notably, debt-growth expectations tend

to exhibit a pattern that reads not too dissimilar to the classic “anchoring” behavior observed in the

Actual and Expected Debt Growth
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inflation expectations data: it shows short-term variations at the monthly level but floats around an

“anchor” level over longer time horizons.

We take advantage of the microdata of the SCE and document differences in expectations across

different demographic cuts and time. In Figure 2, we show the time series for the one-year-ahead

mean debt-growth expectations for three different groups based on total household pretax income.

We follow the standard of the New York Fed’s economic heterogeneity indicators (EHIs)  and show

expectations for consumers belonging to the bottom 40 percent, the middle 40 percent, and the top

20 percent. We show all data from January 2015 to April 2025.

The first pattern that emerges from the data is that before the pandemic, the bottom 40 percent of the

income distribution had consistently higher debt-growth expectations than the other two income

groups. While the top two groups had mean expectations staying around 5 percent to 7 percent debt

growth for a large part of the prepandemic period, the bottom 40 percent was expecting a higher

amount of debt growth, with mean rates at around 9 to 10 percent expected by this latter group of

consumers for the year ahead.

In April and May of 2020, consumers across all income groups expected higher debt growth,

anticipating rates between 15 percent and close to 25 percent depending on the group. For the

bottom 40 percent, the expectations remained higher than for the other groups, and they remained

Debt-Growth Expectations across Income Groups
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around 5 percentage points higher than the pre-pandemic-recession level until the middle of 2022.

For the other two groups, the initial decrease was somewhat faster, but the expectations did not fully

return to pre-pandemic-recession levels until closer to the end of 2024. A possible explanation for this

lagged initial decrease is that individuals in the bottom 40 percent of the income distribution were

more likely to have received fiscal stimulus funds and as a result could have perceived higher

government spending for a longer period.

We now explore the relationship between consumers’ debt-growth expectations and inflation

expectations, as measured by the New York Fed’s SCE. In Figure 3, we show the same measures as

shown for the debt-growth expectations in the previous figures, but now for inflation expectations.

Figure 3, panel (a) shows the mean 12-month-ahead inflation expectations; Figure 3, panel (b) shows

the breakdown across the different income groups, as in the previous figure.

Observing the data, a few similarities are readily apparent: inflation expectations rose in the years

during and after the COVID-19 recession and returned to close to their prepandemic levels in 2024.

Similarly to what we have seen in the debt-growth series, there is also heterogeneity across income

groups in consumers’ expectations for inflation, with lower-income households expecting higher

inflation than those at the middle and top of the income distribution.

A key difference is timing: The increase in consumers’ inflation expectations took longer to materialize

following the pandemic recession than did government debt-growth expectations. Inflation

expectations peaked in March and June 2022, tracking the dynamics of actual inflation as measured

Debt-Growth Expectations and Inflation Expectations



by the CPI-U, which peaked in June of that year. Another difference can be found at the end of our

sample, during the initial months of 2025, when debt-growth expectations showed a decrease while

inflation expectations rose.

We run a linear regression to measure the extent to which the two types of expectations are

correlated. Figure 4 shows a simple ordinary least squares (OLS) projection of the mean 12-month-

ahead inflation expectation on the mean 12-month-ahead government debt-growth expectation at

each month of our sample. The scatter plot of all observations for both variables and the regression

line with the associated coefficient, R-squared, and p-value appear in panel (a). We color code it,

dividing the observations into pre-, during, and post-pandemic-recession groups. We run separate

regressions for the pre and post time blocks, depicting these in the other two panels, with panel (b)

encompassing the pre-pandemic-recession period and panel (c) the post-pandemic-recession

period.



We observe in the regression analyses that government debt-growth expectations and inflation

expectations are positively correlated at a statistically significant level and that, when we consider the

entire sample, the variation in debt-growth expectations provides a solid amount of explanatory

power for the variation in inflation expectations. When dividing the sample into pre- and post-

pandemic-recession periods, the correlation remains positive and significant for the post-pandemic

period, but the explanatory power is reduced. The regression for the pre-pandemic-recession period

shows a small negative correlation with little explanatory power and significance, indicating that the

pandemic played a key role in generating the time series association between these two variables.

This pattern provides a cautionary note for the analysis as it shows that it is important to pay attention

to the effects of cycles in this association.



Finally, we can further explore heterogeneity across the income distribution in the correlations

between government debt-growth expectations and inflation expectations. In Figure 5, we repeat the

same style of analysis of the previous chart but with a sample divided into the three income groups

previously identified. Figure 5, panel (a) shows the regression analysis for the bottom 40 percent,

panel (b) the middle 40 percent, and panel (c) the top 20 percent of the total household income

distribution.

We observe that the two expectations continue to show a positive and mostly significant correlation,

largely during the post-pandemic-recession period, with a solid explanatory power as measured by

the R-squared of the regressions. We also find that the strength of the correlation decreases as we

move up the income ladder, with both the magnitude of the coefficient and the R-squared decreasing



between the bottom 40 percent and the top 20 percent. More clearly, the bottom 40 percent shows a

stronger correlation and significance, yielding an explanatory power of more than 50 percent of the

variation of inflation expectations. This echoes the analysis observed in the time series, in which we

have observed that the bottom 40 percent had both higher debt-growth and higher inflation

expectations, but also that debt-growth expectations remained higher than the expectations in the

pre-pandemic-recession period for longer than was the case for the other groups.

In this Economic Commentary, we analyze the New York Fed’s SCE data on consumers’ debt-growth

expectations over time and across the income distribution and their association with inflation

expectations. We find that year-ahead debt-growth expectations are, on average, higher than the

realized debt growth and that such expectations experienced an increase in the post-pandemic-

recession years as actual debt growth increased, before returning to closer to prepandemic levels by

the end of 2024. We also find that consumers in the bottom 40 percent of the total household income

distribution expected higher debt growth than consumers in the middle 40 percent and the top 20

percent, with readings, on average, about 60 percent higher than those of the latter group during the

prepandemic years. We compare debt-growth expectations with 12-month-ahead inflation

expectations and find that they are positively and significantly correlated in the post-pandemic

recession period, with a stronger association for consumers in the bottom 40 percent of the

household income distribution.
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as reference the calculation of the US Census based on the Current Population Survey Annual Social and

Economic Supplements (CPS ASEC), which reports that in 2015 the 40th percentile of income was US$56,040

and that the 80th percentile of income was US$150,700 in 2024 dollars (Kollar and Scherer, 2025). Return to 3

Across the main text, we use the mean instead of the more common median for summarizing the value in each

month of our sample for both debt-growth expectations and inflation expectations. We follow Coibion and

Gorodnichenko (2025), who mention that the Huber-robust mean helps reconcile the SCE with the Michigan

Survey of Consumers (MSC). Additionally, the mean exhibits more variation than the median for the inflation

series that will be used later in our analysis. Before applying the Huber trimming, we remove outlier observations

for both expectations that are above 1,000 percent or below -1,000 percent. This excludes 19 observations from

the raw data. In the appendix, we show in Figure A.1 the time series for our calculated measure of inflation

expectations in comparison with the regularly reported inflation expectations by the New York Fed. Return to 4

4.

In Figure A.2 in the appendix, we show the annual realized trailing debt year-over-year growth rate in comparison

to the CBO’s projections (Congressional Budget Office, 2024, 2026). We observe that the projections closely

track the observed data. In a recent analysis, Collin and Faria-e-Castro (2026) find a negative association

between public debt-to-GDP forecast errors by the CBO and the annual inflation rate. Return to 5
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See Chakrabarti et al. (2024). In the appendix, we show in Figure A.3 similar plots to the ones in Figures 2 and 3
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