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A MESSAGE TO THE PUBLIC:

The Trustees of the Social Security and Medicare trust funds report on the
current and projected financial status of the two programs each year. This
document summarizes the findings of the 2025 reports. As in prior years,
we found that the Social Security and Medicare programs both continue
to face significant financing issues.

The non-health-specific intermediate (best estimate) assumptions for
these reports were set in December 2024. The Trustees will continue to
monitor developments, reevaluate the assumptions, and modify the pro-
jections in later reports.

Based on our best estimates, this year’s reports show that:

* The Old-Age and Survivors Insurance (OASI) Trust Fund will be
able to pay 100 percent of total scheduled benefits until 2033,
unchanged from last year’s report. At that time, the fund’s reserves
will become depleted and continuing program income will be suffi-
cient to pay 77 percent of total scheduled benefits.

L]

The Disability Insurance (DI) Trust Fund is projected to be able to
pay 100 percent of total scheduled benefits through at least 2099, the
last year of this report’s projection period. Last year’s report pro-
jected that the DI Trust Fund would be able to pay scheduled bene-
fits through at least 2098, the last year of that report’s projection
period.

If the OASI Trust Fund and the DI Trust Fund projections were com-
bined, the resulting projected fund (designated OASDI) would be
able to pay 100 percent of total scheduled benefits until 2034, one
year earlier than reported last year. At that time, the projected fund’s
reserves would become depleted, and continuing total fund income
would be sufficient to pay 81 percent of scheduled benefits. (The
two funds could not actually be combined unless there were a
change in the law, but the combined projection of the two funds is
frequently used to indicate the overall status of the Social Security
program.)

* Although the OASI Trust Fund depletion year remains the same,
both the OASI and OASDI depletion dates advanced by about
3 calendar quarters, relative to last year’s projection.

* The Hospital Insurance (HI) Trust Fund will be able to pay



100 percent of total scheduled benefits until 2033, three years earlier
than reported last year. At that point, that fund’s reserves will
become depleted and continuing program income will be sufficient
to pay 89 percent of total scheduled benefits.

* The Supplementary Medical Insurance (SMI) Trust Fund is ade-
quately financed into the indefinite future because, unlike the other
trust funds, its main financing sources—enrolled beneficiary premi-
ums and the associated federal contributions from the Treasury—are
automatically adjusted each year to cover costs for the upcoming
year. Although the financing is assured, the rapidly rising SMI costs
have been placing steadily increasing demands on beneficiaries and
general taxpayers.

The projected long-term finances of the combined OASDI fund worsened
this year primarily due to three factors. First, the Social Security Fairness
Act, as enacted on January 5, 2025, repealed the Windfall Elimination and
Government Pension Offset provisions of the Social Security Act. The
repeal of these provisions increased projected Social Security benefit lev-
els for some workers, relative to projected benefit levels in last year’s
report. The impact of this legislation on the OASI Trust Fund was the pri-
mary contributor to the change in the combined OASDI fund depletion
date this year. Second, the Trustees extended the assumed period of recov-
ery from historically low levels of fertility by 10 years. The long-term fer-
tility rate is reached in 2050, compared to 2040 as assumed in last year’s
report. Third, the Trustees lowered the assumed long-term share of Gross
Domestic Product (GDP) that accrues to workers in the form of labor
compensation.

The projected long-term finances of the HI Trust Fund worsened this year,
and the projected HI depletion date changed, primarily due to an upward
revision in expected expenditures in the near term. Realized expenditures
in 2024 were higher than the Trustees had anticipated last year—which
increased the starting, or base, level of spending for 2024 and the pro-
jected level of spending for all future years. The Trustees also increased
assumed growth in inpatient and hospice services over the early years of
the projection period this year. In the longer term, changes to economic
and demographic assumptions partially offset these adjustments.

The reasons for the change in the projected long-term expenditures of the
SMI Trust Fund from last year’s report vary between Part B and Part D.
For Part B, projected long-range expenditures as a percent of GDP
increased, reflecting the combined effects of higher projected spending



for outpatient hospital and physician-administered drugs. For Part D, the
expenditure share of GDP is projected to be lower than last year in most
years of the projection period. This is the case because Part D enrollment
is lower than projected last year, and it is disproportionately lower for
those eligible for low-income subsidies.

Lawmakers have many options for changes that would reduce or elimi-
nate the long-term financing shortfalls. Taking action sooner rather than
later will allow consideration of a broader range of solutions and provide
more time to phase in changes so that the public has adequate time to pre-
pare.



By the Trustees:

SCOTT BESSENT, LORI CHAVEZ-DEREMER,
Secretary of the Treasury, Secretary of Labor,
and Managing Trustee and Trustee.

of the Trust Funds.

ROBERT F. KENNEDY, JR., FRANK J. BISIGNANO,
Secretary of Health and Human Services, Commissioner of Social Security,
and Trustee. and Trustee.



INTRODUCTION

This summary of the 2025 Trustees Reports describes the outlook for both
the Social Security and Medicare programs and the projected actuarial
status of the trust funds that finance them. It presents results based on the
Trustees’ best estimates of likely future demographic, economic, and pro-
gram-specific conditions, which are referred to as the intermediate set of
assumptions in the Trustees Reports.!

Trust fund depletion dates are a common way of tracking the status of the
trust funds since, if annual income is not sufficient, full scheduled bene-
fits in the law cannot be paid after trust fund reserves are depleted.
Reserves are projected to become depleted in 2033 for OASI, the same
year as in last year’s report, and in 2033 for HI, three years earlier than in
last year’s report. Starting at those dates, less than full scheduled benefits
would be payable. The DI Trust Fund is projected to be able to pay full
benefits through the end of the long-range projection period (2099).

Another measure of the status of the trust funds is called the “actuarial
balance.” A negative actuarial balance is called an actuarial deficit and
represents a shortfall in financing; a positive actuarial balance is called an
actuarial surplus. OASI and HI have actuarial deficits over the next
75-year period; the DI Trust Fund has an actuarial surplus.

Table 1 lists the 2025 Trustees Reports’ key findings for each of the sepa-
rate trust funds established under the law.

! The demographic and economic assumptions were set in December 2024. The Trustees will con-
tinue to monitor developments, reevaluate assumptions, and modify the projections in later reports. In
addition to the intermediate set of assumptions reflected in this summary, the Trustees Reports
include results illustrating ranges of uncertainty in measures of trust fund actuarial status. One
approach develops results under low-cost and high-cost alternative sets of assumptions. A second
approach conducts an analysis of the sensitivity of the projection to different assumptions by varying
one assumption parameter at a time. The Social Security report also includes a third approach, using
stochastic simulations to produce a probability distribution of future projected outcomes.

2 The actuarial balance for the 75-year valuation period is the difference between the summarized
income rate and the summarized cost rate as percentages of taxable payroll. When that balance is neg-
ative, or is an “actuarial deficit,” projected income over the valuation period plus any trust fund
reserves at the start of the period are insufficient to pay all program costs over the period and to leave
an adequate “contingency reserve” at the end of the period. For the 2025 reports, the valuation period
is the 75-year period from 2025 to 2099.



Table 1: KEY FINDINGS OF THE 2025 TRUSTEES REPORTS

Social Security Medicare
Old-Age and Supplementary
Survivors Disability Hospital Medical
Insurance Insurance Insurance Insurance
(OASI) (DI) (HI) (SMI)

Physician and
Inpatient | outpatient care

hospital and | (Part B), and

Types of benefits paid from | Retirement and| Disability [post-acutecare| prescription

the trust fund survivor benefits  benefits (Part A) drugs (Part D)
Full scheduled benefits are At least
expected to be payable until 2033 through 2099 2033 Indefinitely

Percentage of scheduled
benefits payable at time of
reserve depletion a77 — b9 —

75-year actuarial balance, as
a percent of taxable payroll -3.95 12 -42 —

aThe percent of scheduled benefits payable is projected to decline to 69 percent by 2099.
bThe percent of scheduled benefits payable is projected to decline to 86 percent by 2049 and to gradually
increase to 100 percent by 2099.

It is often useful to consider the findings for the two Social Security trust
funds (OASI and DI) on a combined basis. The actuarial deficit for Social
Security as a whole — called OASDI —is 3.82 percent of taxable payroll. If
these two legally separate trust funds were combined, then the hypotheti-
cal OASDI reserves would be projected to become depleted in 2034 and
81 percent of scheduled Social Security benefits would be payable at that
time, declining to 72 percent by 2099.

BACKGROUND
What are the Trust Funds?

There are four trust funds into which Social Security and Medicare pro-
gram income is transferred and from which program costs—benefits and
administrative expenses—are paid. When program income exceeds cur-
rent costs, the trust funds accumulate reserves, which are used to pay ben-
efits in periods when program income alone is not sufficient. Each trust
fund pays only the types of benefits it is permitted to pay under law.

These trust funds were established by Congress and are managed by the
Secretary of the Treasury.



The four trust funds are:

* Old-Age and Survivors Insurance (OASI) Trust Fund
* Disability Insurance (DI) Trust Fund

* Hospital Insurance (HI) Trust Fund

* Supplementary Medical Insurance (SMI) Trust Fund

The OASI and DI Trust Funds are distinct legal entities and operate inde-
pendently. The two funds are sometimes considered on a combined basis,
referred to as OASDI, to illustrate the status of the Social Security pro-
gram as a whole. The two Medicare funds, HI and SMI, are also distinct.
The SMI Fund has two accounts, Part B, for physician services, and Part
D, for prescription drug coverage.

The Trustees must invest all excess funds in interest-bearing securities
backed by the full faith and credit of the United States. The Department of
the Treasury currently invests the funds in special non-marketable U.S.
Government securities, which earn interest equal to average rates on mar-
ketable securities with durations defined in law.

The balances in the trust funds represent the accumulated value, including
interest, of all prior annual surpluses and deficits.

How are the Social Security and Medicare programs financed?

Under current law, the ways the programs are financed differ by type of
benefit.

OASI and DI Financing

OASI and DI are financed almost exclusively by payroll taxes, income
tax on Social Security benefits, and interest on trust fund reserves.

OASI and DI receive most of their income from payroll taxes. Payroll tax
contributions consist of taxes paid by employees, employers, and self-
employed workers. Self-employed workers pay the equivalent of the com-
bined employer and employee tax rates.

Table 2: 2025 SOCIAL SECURITY PAYROLL TAX
CONTRIBUTION RATES
[In percent]

Total

OASI DI  OASDI

Employees and employers, each. . . . 5.30 0.90 6.20
Self-employed workers. .. ........ 10.60 1.80 12.40




Federal law establishes payroll taxes for OASI and DI, which apply to
earnings up to an annual maximum ($176,100 in 2025). The maximum
usually increases each year as the national average wage increases.

Who Pays Income Tax on Their Social Security Benefits?

Social Security beneficiaries with incomes above $25,000 for indi-
viduals (or $32,000 for married couples filing jointly) pay income
taxes on up to 50 percent of their benefits, with the revenues going
to the OASI and DI Trust Funds. Those with incomes above
$34,000 (or $44,000 for married couples filing jointly) pay income
taxes on up to 85 percent of benefits, with the revenues from taxa-
tion in excess of the first 50 percent going to the HI Trust Fund.

HI Financing

Medicare HI receives financing from payroll taxes, income tax on Social
Security benefits, premiums, and interest on trust fund reserves.

HI receives most of its income from payroll taxes. Federal law establishes
the payroll tax rates for HI.

Table 3: 2025 MEDICARE HI PAYROLL TAX CONTRIBUTION RATES
[In percent]

HI
Employees and employers, each . .......... 1.45
Self-employed workers .................. 2.90

Unlike OASI and DI, there is no annual maximum on earnings subject to
the HI payroll tax. There is an additional employee-paid 0.9 percent HI
tax on earnings over $200,000 for individual tax return filers and over
$250,000 for joint tax return filers.

HI also receives income from monthly premiums paid by or on behalf of
individuals who are voluntarily enrolled in Medicare Part A.

SMI Financing

Medicare SMI receives financing from Federal Government contribu-
tions, premiums paid by enrollees, payments from States, and interest on
reserves. Federal Government contributions, which are set prospectively



based on projected program costs for the year, represent the largest source
of income.

Part B and Part D enrollees pay monthly premiums?3 that cover most of the
costs that the Government contributions do not cover. Under current law,
Part B and Part D premium amounts increase as the estimated costs of
those programs rise.

In 2025, the Part B standard monthly premium is $185.00. Individual tax
return filers whose modified adjusted gross income exceeds $106,000 and
joint return filers who exceed $212,000 must pay the standard premium
plus an income-related adjustment amount. In 2025, that additional
amount ranges from $74.00 to $443.90 per month.

In 2025, the Part D base beneficiary premium is $36.78 per month. How-
ever, actual premium amounts charged to Part D beneficiaries depend on
the specific plan they have selected. The actual amount for the basic ben-
efit is projected to average around $24 each month in 2025. If Part D
enrollees have modified adjusted gross income that exceeds the same
threshold amounts listed just above for Part B, they must pay an income-
related adjustment amount. That additional amount ranges from $13.70 to
$85.80 per month in 2025.

Part D also receives payments from States that reflect the estimated
amounts they would have paid for prescription drug costs for individuals
eligible for both Medicare and Medicaid if Medicaid was still the primary

payer.
Who are the Trustees?

The Social Security Act established the Social Security and Medicare
Boards of Trustees to oversee the financial operations of the Social Secu-
rity and Medicare trust funds. The Social Security Act also requires that
the Boards report annually to the Congress on the financial and actuarial
status of the trust funds.

By law, there are six Trustees. Four of them serve by virtue of their posi-
tions in the Federal Government:

* the Secretary of the Treasury, who is the Managing Trustee,
* the Secretary of Labor,
* the Secretary of Health and Human Services, and
* the Commissioner of Social Security.
The President also appoints two other Trustees as public representatives,

and their appointments are subject to confirmation by the Senate. The
Public Trustee positions have been vacant since July 2015.

3 The premium for certain low-income beneficiaries is paid on their behalf by Medicaid for Part B
and by Medicare for Part D.
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PROGRAM OPERATIONS IN 2024

How many people received benefits from the programs?

At the end of 2024, 60.1 million people received OASI benefits,
8.3 million received DI benefits, and 67.6 million people were enrolled in
Medicare.

How large are the reserves in the trust funds right now?

At the end of 2024, OASI reserves were $2,538.3 billion, DI reserves
were $183.2 billion, HI reserves were $237.5 billion, and SMI reserves
were $170.4 billion. The OASI and SMI Trust Fund reserves declined in
2024; DI and HI Trust Fund reserves increased.

Table 4: TRUST FUND OPERATIONS, 2024
[In billions]

OASI DI HI SMI

Reserves (end 0f 2023)........ $2,641.5 $147.0 $208.8 $187.9
+ Income during 2024. ........ 1,224.0 1938 4512 6822
- Cost during 2024 ........... 1,327.2 157.6 4225 699.6
Net change in reserves . . .. .. -103.2 36.2 28.7 -17.5
Reserves (end 0f2024)........ 2,538.3 1832 2375 170.4

Note: Totals do not necessarily equal the sums of rounded components.

How did program income compare to costs in 2024?

In 2024, the OASI Trust Fund’s cost of $1,327.2 billion exceeded income
by $103.2 billion. In contrast, the DI Trust Fund’s income of $193.8 bil-
lion exceeded cost by $36.2 billion. Combining the experience of the two
separate funds, Social Security’s cost exceeded income by $67.0 billion.

The HI Trust Fund’s income of $451.2 billion exceeded cost by
$28.7 billion, but the SMI Trust Fund’s income of $682.2 billion fell short
of cost by $17.5 billion.

What were the sources of program income in 2024?

Program income received from each source is as follows:
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Table 5: PROGRAM INCOME, 2024
[In billions]

Source OASI DI HI SMI
Payroll taxes . ............... $1,105.6 $187.7 $396.4 —
Taxes on OASDI benefits.. . . . .. 54.4 i 39.8 —
Interest earnings . ............ 63.7 5.4 7.2 $3.8
Government contributions . . . .. — 1.2 497.5
Beneficiary premiums. . . . .. ... — — 5.0 159.4
Payments from States......... — — — 18.0
Other...................... 2 a 1.6 3.4
Total ......... ... .. 1,224.0 193.8 4512  682.2

aBetween $-50 million and $50 million.
Note: Totals do not necessarily equal the sums of rounded components.

Additional details and the percentage of total program income received by
source are described below:

* Income from payroll taxes—An estimated 183.9 million people paid
Social Security payroll taxes in 2024, and 187.9 million people paid
Medicare payroll taxes. Income from payroll taxes accounted for
approximately 90 percent of OASI income, 97 percent of DI income,
and 88 percent of HI total income.

* Income from income tax on Social Security benefits—Income tax on
Social Security benefits accounted for 4 percent of OASI income,
less than 1 percent of DI income, and 9 percent of HI income.

* Income from interest on reserves—Interest earnings made up
5 percent of total income to the OASI Trust Fund, 3 percent of total
income to the DI Trust Fund, 1 percent for the HI Trust Fund, and
1 percent for the SMI Trust Fund.

* Federal government contributions—Government contributions
accounted for 73 percent of total SMI income, financed 71 percent of
SMI Part B and Part D program costs, and were less than 1 percent of
HI income.

* Income from Medicare premiums—Premiums paid by enrolled bene-
ficiaries accounted for approximately 23 percent of SMI total income
and 1 percent of HI total income.

* Income from payment from States—State payments covered about
12 percent of Part D costs, accounting for approximately 3 percent of
total SMI income.
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What program costs were paid during 2024?
The 2024 program costs for each of the trust funds are:

Table 6: PROGRAM COST, 2024
[In billions]

Category OASI DI HI SMI
Benefit payments. . ................. $1,316.4 $155.0 $416.3 $693.5
Railroad Retirement financial

interchange? . .................... 5.9 1 — —
Administrative expenses® . ........... 4.9 2.5 6.2 6.1
Total. ... 1,3272  157.6 4225 699.6

aFunds are shifted between the Railroad Retirement program and the Social Security trust funds on an annual basis
so that each trust fund is in the same financial position it would have been had railroad employment always been
covered under Social Security.

bAdministrative expenses include expenses incurred by the Social Security Administration, the Department of
Health and Human Services, and the Department of the Treasury in administering the programs and the provisions
of the Internal Revenue Code relating to the collection of contributions.

Note: Totals do not necessarily equal the sums of rounded components.

Benefit payments accounted for 99 percent of OASI program costs,
98 percent of DI program costs, 99 percent of HI costs, and 99 percent of
SMI costs.

Administrative expenses made up 0.4 percent of OASI program costs,
1.6 percent of DI program costs, 1.5 percent of HI program costs, and
0.9 percent of SMI program costs.

PROJECTED TRUST FUND OPERATIONS

Each year, the Trustees project the future cost and income for each of the
trust funds for the next 75 years. This section provides the short-range
(10-year) and long-range (75-year) financial projections for the OASI, DI,
and HI Trust Funds. The SMI Trust Fund is not discussed in this context
because Federal law sets premium increases and Government contribu-
tions so that annual income matches expected annual costs.

Since 2021, the OASI Trust Fund has been drawing down reserves to
finance benefits and will require increasing amounts of redemptions of
trust fund securities during the next decade. The OASI Trust Fund has a
projected reserve depletion date of 2033, the same year as in last year’s
report.

The DI Trust Fund is projected to remain solvent throughout the long-
range period, as in last year’s report. The DI trust fund ratio increases
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throughout the projection period from 108 percent at the beginning of
2025 to 777 percent for 2099.

The Trustees project that the combined OASI and DI Trust Fund reserves
will continue to decrease in 2025 because total cost ($1,609 billion) is
expected to exceed total income ($1,427 billion). For OASDI, the Trust-
ees project that total cost will exceed total income in all future years, as it
has starting in 2021.

The Trustees project an increase in HI Trust Fund reserves in 2025, as
total income ($457 billion) is expected to exceed total cost ($450 billion).
Small annual surpluses (including interest) are anticipated through 2027,
but annual HI deficits are projected to return in 2028, requiring redemp-
tion of securities in the trust fund reserves until the trust fund’s depletion
in 2033. Relative to taxable payroll, the deficits not including interest will
continue to grow through about 2045, after which they will gradually
decrease to almost zero in 2099.

The key dates for the OASI, DI, and HI Trust Funds are:4
Table 7: KEY DATES FOR THE TRUST FUNDS

OASI DI OASDI HI
First year cost exceeds income
excluding interest2 . . ........... 2010 b 2010 2025
First year cost exceeds total income
including interest? ............. 2021 b 2021 2028
Year reserves are depleted .. ... .. 2033 ¢ 42034 2033

aDates indicate the first year a condition is projected to occur and then persist each year through 2099.

bProjected annual balances remain positive through 2099.

¢The trust fund reserves are not projected to become depleted during the 75-year period ending in 2099.

dIf the legally separate OASI and DI trust funds were combined, the hypothetical combined OASDI reserves would
become depleted in this year.

What are the annual income and costs rates for the trust funds?

Because the primary source of income for OASDI and HI is the payroll
tax, it is useful, when assessing the financial outlook, to express the pro-
grams’ incomes and costs as percentages of taxable payroll.5 Chart A
illustrates the size of income and cost relative to earnings subject to taxa-
tion for each of these programs. In this illustration, interest income is not

4 HI results in this table of the Summary are on a cash rather than an incurred expenditures basis.

5 A program’s cost rate is the ratio of cost incurred during the year to the taxable payroll for that year.
The income rate is the ratio of non-interest income incurred during the year to the taxable payroll for
the year.
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included in OASDI and HI income. Interest income accounts for a smaller
share of program income as trust fund reserves decline.

Chart A-OASDI and HI Income and Cost as Percentages
of Their Respective Taxable Payrolls
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The percentages shown in Chart A are comparable within each program,
but not across programs. This is because the two programs have different
taxable payrolls. The OASDI payroll tax is imposed on earnings credit-
able for Social Security purposes up to an annual taxable maximum
amount ($176,100 in 2025) that ordinarily increases each year with the
growth in the nationwide average wage. There is no taxable maximum
amount applied for the HI payroll tax. In addition, larger numbers of Fed-
eral, State, and local government employees are covered under the HI
program. Therefore, HI taxable payroll is about 25 percent larger than
OASDI payroll on average over the long-range period.

0ASDI

Over time, the projected OASDI annual cost rate rises from 15.15 percent
of taxable payroll in 2025 to 18.96 percent of taxable payroll by 2081. It
then decreases to 18.34 percent in 2099.

The projected OASDI income rate, 12.8 percent in 2025, is relatively sta-
ble at a little above 13 percent throughout the rest of the long-range
period.
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HI

Over time, the projected HI annual cost rate rises from 3.40 percent of
taxable payroll in 2025 to 4.60 percent of taxable payroll in 2050. The
increase during this period is mostly attributable to rising per beneficiary
spending and the impact of demographic shifts—notably, the aging of the
baby boom population. After 2050, subsequent demographic shifts reduce
the growth in cost rates. Projected HI expenditures rise to 4.74 percent of
taxable payroll in 2080, then decline to 4.52 percent of taxable payroll in
2099.

The projected HI income rate rises gradually from 3.45 percent in 2025 to
4.51 percent in 2099. The increase in the HI income rate is primarily due
to the higher payroll tax rates for high earners that began in 2013. An
increasing fraction of all earnings will be subject to the higher tax rate
over time because the thresholds are not adjusted for inflation. By 2099,
an estimated 80 percent of workers would pay the higher rate.

Do the trust funds have an annual balance surplus or deficit?

The difference between the annual income rate and annual cost rate of the
trust funds is known as the annual balance. This is calculated for each
year in the projection period. When annual costs exceed annual income,
the annual balance is in deficit. When annual income exceeds annual
costs, the annual balance is in surplus. Because the income rate does not
include interest, the annual balance can be in deficit even when the trust
fund has a surplus.

0ASDI

The annual balance deficit in 2024 for the OASDI trust funds was

1.34 percent of taxable payroll. Projected annual balance deficits for the
OASDI program gradually increase from 2.35 percent of taxable payroll
in 2025 to 5.43 percent in 2081, and then decline to 4.84 percent of tax-
able payroll in 2099.

HI

The Trustees project small annual balance surpluses in 2025 through
2026. The annual balance deficits (which do not include interest) are
expected to return beginning in 2027.

The HI cost rate increases more rapidly than the income rate through
2042. The projected annual balance deficits expressed as a share of tax-
able payroll increase from 0.05 percent in 2027 to a high of 0.69 percent
in 2042 and then gradually decrease to almost zero by the end of the pro-
jection period. The convergence of growth rates for income and costs
reflects the continuing effects of slower payment rate updates, assumed
decelerating growth in the volume and intensity of services, and the
increasing portion of earnings that are subjected to the additional 0.9-per-
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cent payroll tax. The percentage of expenditures covered by non-interest
income is projected to be 89 percent in 2033 (the year of depletion) and
86 percent in 2049 (the 25th projection year) but will rise to about

100 percent by the end of the projection period.

What are the costs and income in relation to GDP?

To better understand the size of these projected costs, one can compare
them to gross domestic product (GDP), the most frequently used measure
of the total output of the U.S. economy. This comparison tells us how
much of the nation’s total economic output is needed to finance these pro-
grams.

Chart B—Social Security and Medicare Costs as a Percentage of GDP
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In 2025, Medicare’s annual cost is about 75 percent of Social Security’s
annual cost. By 2039, Medicare’s cost is expected to exceed that of Social
Security, and will continue to do so through 2099.

The costs of both programs will grow faster than GDP through the mid-
2030s primarily due to the rapid aging of the U.S. population, and gener-
ally continue to increase thereafter at a slower rate through 2080. This is
because the number of OASDI beneficiaries rises rapidly as baby boom-
ers retire and also because the persistently lower birth rates since the baby
boom cause slower growth of employment and GDP.
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Social Security (OASI and DI)

The Trustees project that Social Security’s annual cost will increase from
5.3 percent of GDP in 2025 to about 6.4 percent around 2080. It then gen-
erally declines to 6.1 percent by 2099. The 75-year actuarial deficit equals
1.3 percent of GDP through 2099, an increase from 1.2 percent in last
year’s report.

Medicare (HI and SMI)

Medicare’s costs are expected to rise from 3.9 percent of GDP in 2025 to
6.2 percent in 2049, the 25th projection year. Costs then rise more slowly
to about 6.8 percent around 2085 before declining slightly to 6.7 percent
in 2099.

SMI spending is expected to rise from 2.5 percent of GDP in 2025 to
4.2 percent in 2049 and to about 4.8 percent in 2075 and after.

Social Security and Medicare, combined

The combined cost of the Social Security and Medicare programs is pro-
jected to rise from 9.2 percent of GDP in 2025 to 12.1 percent of GDP in
2049 and to 13.2 percent by 2080, with most of the increase attributable
to Medicare. By 2099 the combined cost will have declined slightly to
12.8 percent of GDP.

The projected costs for the OASI, DI, and HI programs as shown in the
charts and described in this summary assume that the full benefits set out
in law will continue to be paid. Under current law, however, these pro-
grams are not allowed to pay any benefits beyond what is available from
annual income and trust fund reserves, and they cannot borrow. There-
fore, after the trust fund reserves become depleted, and in the absence of
additional legislation, the cost of benefits that would be paid is lower than
shown in this summary.

How will cost growth change the sources of Medicare financing?

The Federal Government contribution and the beneficiary premiums,
which account for much of the income of the SMI fund, finance a grow-
ing share of overall Medicare costs.

Chart C shows scheduled cost and non-interest revenue sources under
current law for HI and SMI combined as a percentage of GDP. The total
cost line is the same as displayed in Chart B and shows that the Trustees
project Medicare cost to rise to 6.7 percent of GDP by 2099.
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Chart C—Medicare Cost and Non-Interest Income by Source
as a Percentage of GDP
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Projected revenue from payroll taxes and income taxes on OASDI bene-
fits financing the HI Trust Fund increases from 1.5 percent of GDP in
2025 to 1.8 percent in 2099 under current law.

During the same period, projected Government contributions to the SMI
Trust Fund increase more rapidly from 1.9 percent of GDP in 2025 to

3.5 percent in 2099. Beneficiary premiums increase from 0.6 percent of
GDP to 1.3 percent. Therefore, the share of total non-interest Medicare
income from taxes declines from 37 percent to 28 percent, while the Gov-
ernment contributions share rises from 47 percent to 52 percent and the
share of premiums rises from 15 percent to 20 percent.

Medicare’s distribution of financing changes in large part because the
Trustees project that costs for Part B and especially Part D increase at a
faster rate than for Part A. The projected annual HI financial deficits
beyond 2036 are about 0.3 percent of GDP through 2052, and they gradu-
ally decline to almost zero in 2099. There is no provision under current
law to finance projected long-range HI deficits.
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The Medicare Funding Warning

The law requires the Trustees to include in each year’s report a
determination of “excess general revenue funding” if the propor-
tion of annual Medicare costs funded by certain statutorily defined
financing sources, primarily Federal Government contributions to
SMI, is expected to exceed 45 percent in any of the next 7 fiscal
years. For this report the Trustees have projected that the funding is
expected to reach that level in fiscal year 2025. This is the ninth
consecutive report that includes such a determination.

Two consecutive such determinations are to be treated under the
law as a “Medicare funding warning,” under which the President is
to submit to Congress in the year following the report proposed
legislation to respond to the warning. The law then requires Con-
gress to consider the legislation on an expedited basis. This is the
eighth consecutive year in which two successive determinations
have resulted in a funding warning.

PROJECTED TRUST FUND ADEQUACY

The 2025 reports project that the OASI and HI Trust Funds’ reserves are
insufficient to pay full scheduled benefits throughout the 75-year projec-
tion period. The DI Trust Fund is projected to have sufficient income to
pay full scheduled benefits throughout the long-range period. The SMI
Trust Fund is adequately financed into the indefinite future because cur-
rent law provides financing from Federal Government contributions and
beneficiary premiums each year to meet the next year’s expected costs.

Chart D shows the trust fund ratios for the OASI, DI, and HI Trust Funds
throughout the 75-year projection period. The “trust fund ratio” is the
value of trust fund reserves at the start of a year expressed as a percentage
of the projected costs for the ensuing year.

A trust fund ratio of 100 percent or more, or a ratio that is expected to
reach 100 percent within 5 years and remain at or above 100 percent
through the short-range period, indicates that the fund’s reserves are ade-
quate in the short-range. That level of projected reserves for any year sug-
gests that even if cost exceeds income, the trust fund reserves combined
with annual tax revenues would be sufficient to pay full benefits for sev-
eral years.
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The financial outlook for the OASI and HI Trust Funds depends on a
number of demographic and economic assumptions. Nevertheless, the
actuarial deficit in both OASI and HI is large enough that averting trust
fund depletion under current-law financing is extremely unlikely.

Table 8 summarizes the projected years of reserve depletion for the OASI,
DI, and HI Trust Funds, as well as the expected percent of scheduled ben-
efits that could be paid from program income at the time of reserve deple-
tion and at the end of the 75-year projection period.
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Table 8: ADEQUACY OF THE TRUST FUNDS

OASI DI OASDI HI
Year reserves are depleted .. 2033 a 52034 2033
Percent of scheduled bene-
fits able to be paid:
At the time of reserve
depletion............. 77 a 81 89
For2099 ............. 69 a100 72 €100

aThe trust fund reserves are not projected to become depleted during the 75-year period ending in 2099.

The trust fund ratio is projected to be 777 percent in 2099.

bIf the OASI and DI Trust Funds were combined, hypothetically, the year the combined reserves would

become depleted.

cThe percent of scheduled benefits payable is projected to decline to 86 percent by 2049 and to gradually

increase to almost 100 percent by 2099.

What is the outlook for short-range trust fund adequacy?

For the 75-year projection period, the short-range accounts for the first
10 years, which is 2025 through 2034 for the 2025 reports. The short-

range adequacy of the OASI, DI, and HI Trust Funds is measured using
the trust fund ratio.

The Trustees apply a less stringent annual “contingency reserve” test to
SMI reserves. The financing for each part of SMI is considered adequate
if it is sufficient to fund all services provided, including benefits and
administrative expenses, through a given period (generally, through the
end of the current calendar year).

To account for the possibility that cost increases under either part of SMI
will be higher than expected, the trust fund accounts need reserves that
are adequate to cover a reasonable degree of variation between actual and
projected costs. For the SMI Trust Fund, the Trustees consider the ade-
quacy for Part B and Part D separately.

The outlook of the trust funds over the short-range period is as follows:

* The OASI Trust Fund is not adequately financed throughout the
short-range period and has not been since 2019. Its trust fund ratio is
projected to decline from 176 percent at the beginning of 2025 to

89 percent at the beginning of 2029.

* The DI Trust Fund is projected to be adequately financed throughout
the short-range period. Its trust fund ratio, 108 percent at the begin-

ning of 2025, is projected to continue increasing for the remainder of

the short-range period.
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* The HI Trust Fund is not adequately financed throughout the short-
range period and has not been since 2003. Its trust fund ratio is
50 percent at the beginning of 2025 and is not projected to attain
100 percent within the following 5 years.

» For SMI Part B, the Trustees estimate that the financing established
through December 2025 will be sufficient to cover benefits and
administrative costs incurred through the current calendar year and
that reserves will be adequate to cover potential variations in costs as
a result of new legislation or cost growth factors that exceed expecta-
tions.

* For SMI Part D, the Trustees estimate the financing established for
Part D, together with the flexible appropriation authority, will be suf-
ficient to cover benefits and administrative costs incurred through
2025. This flexible appropriation authority established by lawmakers
for Part D allows additional financing through Government contribu-
tions if costs are higher than anticipated.

What is the outlook for long-range trust fund adequacy?

The long-range period is a 75-year valuation period, which is 2025-99 for
the 2025 reports.

The long-range adequacy of the OASI, DI, and HI Trust Funds is mea-
sured using the actuarial balance.® The actuarial balance captures how
expected income for the 75-year projection period compares to the
expected costs for the same period, as a percentage of taxable payroll.

A negative actuarial balance (a deficit) indicates that estimated income is
insufficient to meet estimated trust fund obligations for all or part of the
75-year period. A positive actuarial balance (a surplus) indicates that esti-
mated income over the period as a whole is more than sufficient to meet
estimated obligations over the period as a whole, although not necessarily
year by year.

A projected negative actuarial balance represents the average amount of
change in income or cost that is needed over the 75-year period in order to
achieve an actuarial balance of zero. An actuarial balance of zero indi-
cates that costs can be met for the 75-year period with existing reserves
and expected income, leaving reserves at the end of the period equal to
the following year’s cost.

The long-range actuarial balances for the OASI, DI, and HI Trust Funds
are:

6 The actuarial balance is not relevant for the SMI Trust Fund, because Federal law sets premium
increases and Government contributions at the levels necessary to bring the SMI Trust Fund into
annual balance.
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Table 9: LONG-RANGE ACTUARIAL BALANCE OF THE
OASI, DI, AND HI TRUST FUNDS
[Percent of taxable payroll]

OASI DI OASDI HI

Actuarial
balance ................. -3.95 0.12 -3.82 -0.42

* The OASI Trust Fund has a projected long-range actuarial deficit

equal to 3.95 percent of taxable payroll, compared to 3.63 percent in
the 2024 report.

* The DI Trust Fund has a projected long-range actuarial surplus equal
to 0.12 percent of taxable payroll, compared to 0.14 percent in the
2024 report. The DI Trust Fund is in actuarial balance for the 75-year
period.

* The combined OASDI trust funds now have a projected long-range
actuarial deficit equal to 3.82 percent of taxable payroll, compared to
3.50 percent in the 2024 report.

* Medicare’s HI Trust Fund now has a long-range actuarial deficit
equal to 0.42 percent of taxable payroll, compared to 0.35 in the
2024 report.

An actuarial balance of zero for the OASI and HI Trust Funds could be
achieved with a uniform increase in the payroll tax rate (or a uniform per-
centage reduction in benefits) for all years starting in 2025. Such a change
would leave the trust funds declining toward depletion at the end of the
75-year period. Larger changes in taxes or benefits would be required to
achieve positive and non-declining trust fund reserves at the end of the
period.
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CHANGES REFLECTED IN THE 2025 REPORTS

How does this outlook for Social Security compare to last year’s?

This year’s report indicates that the expected year of depletion of reserves
in the OASI Trust Fund is 2033, unchanged from last year.

Table 10: EXPECTED YEARS OF SOCIAL SECURITY TRUST FUND

RESERVE DEPLETION
2025 Report 2024 Report Change
OASIL................... 2033 2033 None
DI ...t a a N/A

aThe trust fund reserves are not projected to become depleted during the 75-year period.

The DI Trust Fund is again projected to be able to pay full benefits
through the end of the 75-year projection period. If these two legally sep-
arate trust funds were combined, then OASDI trust fund reserves hypo-
thetically would be projected to be depleted in 2034, one year earlier than
in the 2024 report.

The actuarial balance for the combined OASDI trust funds worsened in
the 2025 report by 0.33 percentage point.
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Table 11: CHANGE IN THE OASDI 75-YEAR ACTUARIAL BALANCE
SINCE THE 2024 REPORT, BASED ON INTERMEDIATE

ASSUMPTIONS
[As a percentage of taxable payroll]
Item OASI DI OASDI
Shown in the 2024 report:
Actuarial balance. . ...................... -3.63 0.14 -3.50

Changes in actuarial balance due to changes in:

Legislation / Regulation. . .. ............. -.14 -.02 -.16
Valuation period. . ..................... -.06 -.01 -.06
Demographic data and assumptions. . . . . . .. -.02 a -.02
Economic data and assumptions . ......... -.06 a -.06
Disability data and assumptions. . . ........ a .01 a
Methods and programmatic data.......... -.04 .01 -.03
Total change in actuarial balance ........... -.31 -.01 =33

Shown in the 2025 report:

Actuarialbalance. . ...................... -3.95 12 -3.82

a Between -0.005 and 0.005 of taxable payroll.
Note: Totals do not necessarily equal the sums of components due to rounding. A negative actuarial balance is a deficit.

The change in the actuarial balance reflects the combined effects of
changes in data and assumptions, changes in methods, and advancing the
valuation period by one year.

The following changes had the largest effects on the actuarial deficit:

» The Social Security Fairness Act increased Social Security benefits
for people who received pensions based on work not covered by
Social Security. The projected increase in benefits was the largest
single factor contributing to the worsening of the actuarial balance.

* The Trustees extended by 10 years the assumed period of recovery
from the historically low fertility rates, reaching the ultimate rate in
2050, compared to 2040 in last year’s report. This change more than
offset some favorable demographic revisions.
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» Based on recent data, the long-range ratio of labor compensation to
GDP is assumed to be lower than had been assumed in last year’s
report.

* The 75-year valuation period advanced from 2024-98 to 2025-99,
which adds a high-deficit year (2099) into the calculation. Future annual

balances are now discounted to January 1, 2025 rather than January 1,
2024,

* Compared to the 2024 report, the 2025 report shows larger deficits in
all projection years. For the full 75-year projection period, the aver-
age annual deficit as a percentage of taxable payroll is about
0.28 percentage point higher in this year’s report.

How does this outlook for Medicare compare to last year’s?

The expected year of depletion of the reserves in the HI Trust Fund is
2033, three years earlier than in last year’s report.

Table 12: EXPECTED YEAR OF HI TRUST FUND RESERVE

DEPLETION
2025 Report 2024 Report Change
HI ... ... 2033 2036 3 years earlier

The Trustees project that Medicare expenditures will increase in future
years at a faster pace than either aggregate workers’ earnings or the econ-
omy overall. The actuarial status for the HI Trust Fund has worsened in
the 2025 report, with a 0.07 percentage point increase in the actuarial
deficit.
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Table 13: CHANGE IN THE HI 75-YEAR ACTUARIAL BALANCE
SINCE THE 2024 REPORT, BASED ON INTERMEDIATE
ASSUMPTIONS
[As a percentage of taxable payroll]

Item HI

Shown in the 2024 report:
Actuarial balance .......... ... ... ... ... ..., -0.35

Changes in actuarial balance due to changes in:

Valuationperiod ............... ... ......... .00
Baseestimate. . ............. ... .. .. ..., -.08
Private health plan assumptions. .. .............. .01
Hospital utilization assumptions. ............... -.10
Other provider assumptions. .. ................. -.01
Other economic and demographic assumptions . . . . 11
Total change in actuarial balance................. -.07

Shown in the 2025 report:

Actuarialbalance . .......... ... ... ... ... ...... -42

Note: Totals do not necessarily equal the sums of components due to rounding. A negative
actuarial balance is a deficit.

Several factors contributed to the increase in the actuarial deficit. The fol-
lowing changes had the largest effects:

* The projection base was updated to reflect that 2024 incurred HI
expenditures were higher than previously estimated, worsening the
deficit.

* Hospital and hospice utilization assumptions were higher than had
been assumed in last year’s report, worsening the deficit.

* Partly offsetting these were several adjustments to the economic and
demographic assumptions.

Projected Part B costs as a share of GDP are higher than the estimates in
the 2024 report through the 75-year projection period because of higher
projected spending for outpatient hospital and physician-administered
drugs. They continue to increase at a faster rate than GDP.
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The Board estimates that Part D expenditure share of GDP will increase
from 0.5 percent of GDP in 2024 to roughly 0.6 percent by 2099, lower
after 2025 than in last year’s report because enrollment is lower, and it is
disproportionately lower for those eligible for low-income subsidies.

CONCLUSION

The 2025 Trustees Reports indicate a need for substantial changes to
address Social Security’s and Medicare’s financial challenges. The Trust-
ees recommend that lawmakers address the projected trust fund shortfalls in
a timely way in order to phase in necessary changes gradually and give
workers and beneficiaries time to adjust their expectations and behavior.
Implementing changes sooner rather than later would allow more genera-
tions to share in the needed revenue increases or reductions in scheduled
benefits. With informed discussion, creative thinking, and timely legisla-
tive action, Social Security and Medicare can continue to protect future
generations.
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MESSAGE FROM THE PUBLIC TRUSTEES

Because the two Public Trustee positions are currently vacant, there is no
Message from the Public Trustees for inclusion in the Summary of the
2025 Annual Reports.
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GLOSSARY

Actuarial balance. The difference between the summarized income rate
and the summarized cost rate as a percentage of taxable payroll over a
given valuation period.

Actuarial deficit. A negative actuarial balance.

Assumptions. Values related to future trends in key factors that affect the
trust funds and are selected by the Trustees for purposes of projecting the
future status of the trust funds. Demographic assumptions include fertil-
ity, mortality, net immigration, marriage, and divorce. Economic assump-
tions include unemployment rates, average earnings, inflation, interest
rates, and productivity. Program-specific assumptions include retirement
patterns, disability incidence rates, and disability termination rates.

Contingency reserve. Funds included in the SMI Part B Trust Fund
account to serve as a cushion in case actual expenditures are higher than
those projected at the time financing was established. Because the financ-
ing is set prospectively, actual experience may be different from the esti-
mates used in setting the financing.

Cost rate. The ratio of cost incurred during the year to the taxable payroll
for the year.

Depletion. The point at which reserves in a trust fund are insufficient to
pay scheduled benefits in full and on time.

General Fund of the Treasury. Funds held by the Treasury of the
United States, other than income collected for a specific purpose (such as
Social Security), and maintained in a separate account for that purpose.

Income rate. The ratio of non-interest income incurred during the year to
the taxable payroll for the year.

Labor productivity. The total dollar value of all goods and services pro-
duced in the U.S. (i.e., the Gross Domestic Product or GDP) divided by
hours worked by all workers.

Long-range period. The first 75 projection years. The Trustees make
long-range actuarial estimates for this period because it covers approxi-
mately the maximum remaining lifetime for virtually all current Social
Security participants.
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Present value. The equivalent value, at the present time, of a stream of
values (either income or cost, past or future). Present values are widely
used in calculations involving financial transactions over long periods of
time to account for the time value of money, by discounting or accumu-
lating these transactions at the rate of interest. Present-value calculations
in the Trustees Reports use the effective yield on trust fund reserves.

Short-range period. The first 10 projection years.

Summarized cost rate. The ratio, expressed as a percentage, of (1) the
sum of the present value of the cost during the valuation period plus the
present value of the targeted ending trust fund level to (2) the present
value of the taxable payroll (or GDP) during the valuation period. The
targeted trust fund level is 100 percent of annual cost.

Summarized income rate. The ratio, expressed as a percentage, of (1)
the sum of the trust fund reserve at the beginning of the valuation period
plus the present value of non-interest income during the valuation period
to (2) the present value of the taxable payroll (or GDP) for the valuation
period.

Taxable payroll. A weighted sum of taxable wages and taxable self-
employment income. When multiplied by the combined employee-
employer payroll tax rate, taxable payroll yields the total amount of pay-
roll taxes incurred by employees, employers, and the self-employed for
work during the period.

Trust fund ratio. A measure of trust fund adequacy equal to the propor-
tion of a year’s cost that could be paid solely with the reserves at the
beginning of the year.

Valuation period. A period of years which is considered as a unit for pur-
poses of calculating the financial status of a trust fund.
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