
Interest On The 

Federal Debt
Interest payments on the Federal debt have bur

geoned in recent years, due largely to rising interest 
rates and the mounting Federal debt. Between the 
fiscal years 1958 and 1968 interest payments nearly 
doubled, from  $7.6 billion to $14.6 billion.

A t the end of the fiscal year 1968 Federal debt 
outstanding totaled about $348 billion, of which $344 
billion was interest-bearing. Interest payments ac
cruing on that amount for the month of June 1968 
amounted to $15.4 billion at an annual rate, as shown 
in the third chart. This amount corresponds to an 
annual interest cost of 4.499% , as shown in the 
fourth chart. S ix months later, in December 1968, 
accrued payments had risen to a $16.3 billion annual 
rate and the average annual cost had risen to 4 .632% .

In recent years interest payments have represented 
a fairly steady proportion of Federal expenditures, 
as exhibited in the final chart. This has not always 
been the case, however. F or example, as a result of 
the large Federal borrowing required during W orld  
W ar II, interest payments ranged from  about 13%

As interest-bearing Federal debt outstanding has 
increased . . .
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. . . total Federal interest payments have 
soared . . .
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Interest payments, however, have remained 
between 8 and 10 per cent of total Federal 
expenditures.

Per Cent

to 17% of total expenditures between 1947 and 1951. 
Since 1952 they have ranged from  8.4%  to 10.1% 
of expenditures. In 1968 their priority in the F ed
eral budget was highlighted when they were ex 
empted from the ceiling established on total Federal 
expenditures in the Revenue and Expenditure Con
trol A ct o f that year.

O f the total debt outstanding, United States G ov
ernment investment accounts hold about $80 billion 
and Federal Reserve banks hold over $50 billion. 
Interest paid to the investment accounts, o f course, 
does not go directly into the hands of the public and 
all but a small part of interest paid to Federal R e
serve banks is returned to the Treasury in the form 
of interest on Federal Reserve notes. Individuals 
comprise the largest non-Government investor group, 
holding about $75 billion, of which about two-thirds 
is in Savings bonds. Commercial banks currently 
hold about $65 billion and state and local govern
ments hold about $27 billion. Receipts of interest, 
however, cannot be assumed to be in direct propor
tion to the ownership of the debt as of a certain 
date since different investor groups hold securities 
bearing varying interest rates and since they hold 
them for varying periods.
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