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Introduction

This year’s Social Security Trustees Report has taken
a major step towards offering a more realistic assess-
ment of Social Security’s financial status. Unfortu-
nately, the Trustees “offsetting” assumptions mask
the full impact of their important changes.

The Trustees’ most significant improvement is a
long-overdue recognition that the fertility rate is not
likely to rebound, which means fewer workers paying
payroll taxes and thus, lower revenues. The Report
also recognized that lower levels of temporary/unlaw-
ful immigration will mean a smaller workforce and
lower payroll taxes, and that the One Big Beautiful Bill
Act, which permanently lowered income tax revenues
on Social Security benefits, further lowered revenues.
These lower revenues are the main reason that Social
Security’s projected 75-year deficit rose to 4.42 percent
of taxable payroll, compared to 3.82 percent in 2025.

As expected, the projected depletion date for the
Old-Age and Survivors Insurance (OASI) trust fund
moved from 2033 to 2032, at which time the pro-
gram will be able to pay only 78 percent of scheduled
retirement benefits. Yes, the Disability Insurance (DI)
trust fund has enough to pay benefits for the full 75-

year period, so the date of depletion for the combined
OASDI trust funds is 2034. But combining the two
systems would require a change in the law; hence,
under current law, the action-forcing date is 2032 — six
years from now.

This brief provides more detail on the numbers for
2026, focusing particularly on the changes from last
year’s Report. Despite the changes in assumptions,
the bottom line remains the same. Americans enthu-
siastically support the Social Security program; their
representatives should fix its finances. Fixing Social
Security sooner rather than later would keep more
options open, distribute the burden more equitably
across cohorts, and most importantly, restore confi-
dence in the nation’s major retirement program.

The 2025 Report

Under the Trustees’ intermediate assumptions, the
cost of the OASDI program rises rapidly from 15.4
percent of taxable payrolls today to 16.2 percent in
2040, drifts up to about 20.5 percent in 2085, and then
declines slightly (see Figure 1 on the next page).

* Alicia H. Munnell is a senior advisor at the Center for Retirement Research at Boston College. The author thanks Nilufer

Gok for her excellent help on the project.
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F1GURE 1. PROJECTED SOCIAL SECURITY INCOME AND
CosT RATES, AS A PERCENTAGE OF TAXABLE PAYROLL,
1970-2100
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specifically the drop in the total fertility rate after
the Baby Boom. Women of childbearing age in 1964
had an average of 3.2 children; by 1974, that num-
ber had dropped to 1.8. The combined effects of the
retirement of the large Baby Boomer cohort and a
slow-growing labor force (due to the drop in births)
reduced the ratio of workers to retirees and raised
costs. The gap between the income and cost rates
measures the program’s annual deficit.

In the short term, the annual cash flow deficits
are being offset by the assets in the trust fund, which
currently equal about 150 percent of annual costs.
These assets are the result of annual surpluses that
emerged from reforms enacted in 1983. As noted in
the introduction, these drawdowns will come to an
end for OASI in 2032 when the trust fund is depleted.

It is crucial to emphasize that the depletion of the
trust fund in 2032 does not mean that OAST has run
out of money. At the time of the depletion, payroll tax
revenues keep rolling in and can cover 78 percent of
currently legislated benefits, declining to 62 percent
in 2100, the end of the projection period. (If the OASI

and DI trust funds were merged, the comparable num-

bers would be 83 percent, declining to 65 percent.)
Relying only on current tax revenues, however,

means that the replacement rate — retirement benefits

relative to pre-retirement earnings — for the typical

age-65 retiree would drop immediately from about

36 percent to about 29 percent (see Figure 2). (Note
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Sources: Burkhalter and Rose (2024-2026); Burkhalter and
Chaplain (2023); Clingman, Burkhalter, and Chaplain
(2014-2022); and 2013 Social Security Trustees Report.

Moving from annual cash flows to the 75-year
deficit requires calculating the difference between the
present discounted value of scheduled benefits and the
present discounted value of future revenues plus the
assets in the trust fund. This calculation for the OASDI
program shows that Social Security’s long-run deficit is
projected to equal 4.42 percent of covered payroll earn-
ings. That figure means that if payroll taxes were raised
immediately by 4.42 percentage points — 2.21 percent-
age points each for the employee and the employer
— the government could pay full scheduled benefits
through 2100, with a one-year reserve at the end.

At this point, solving the 75-year funding gap
is not the end of the story in terms of required tax
increases. In the future, once the ratio of retirees to
workers stabilizes and costs remain relatively con-
stant as a percentage of payroll, any solution that
solves the problem for 75 years will more or less solve
the problem permanently. But, during this period of
transition, any package of policy changes that restores
balance only for the next 75 years will show a 75-year
deficit in the following year as the projection period
picks up a year with a large negative balance. Thus,
eliminating today’s 75-year shortfall should be viewed
as the first step toward “sustainable solvency.”
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Some commentators cite Social Security’s finan-
cial shortfall over the next 75 years in terms of dollars
— $30.5 trillion (see Table 1). Although this number
appears very large, the economy — and, therefore,
taxable payrolls — will also be growing. Thus, the
scary $30.5 trillion can be eliminated — and a one-year
reserve created — simply by raising the payroll tax by
4.42 percentage points.

TABLE 1. SOCIAL SECURITY’S FINANCIAL SHORTFALL,
2026-2100

Present value As a percentage of

Period o1

(trillions)  Taxable payroll ~ GDP
2026-2100 $29.3 4.24% 1.5%
One-year reserve 1.2 0.18 0.0
Total $30.5 4.42% 1.5%

Source: 2026 Social Security Trustees Report, Table IV.B8.

The Trustees also report Social Security’s shortfall
as a percentage of GDP. The cost of the program is
projected to rise from about 5.3 percent of GDP today
to about 6.8 percent of GDP as the Baby Boomers
move through retirement (see Figure 3). The reason

FI1GURE 3. SocIAL SECURITY COSTS AS A PERCENTAGE
oF GRross DoMESTIC PRODUCT AND TAXABLE PAYROLL,
2000-2100
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why costs as a percentage of taxable payroll keep ris-
ing — while costs as a percentage of GDP more or less
stabilize — is that taxable payroll is projected to decline
as a share of total compensation due to continued
growth in health benefits.

2026 Report in Perspective

The 75-year deficits in the last two Trustees Reports
are the largest since 1983 when Congress enacted ma-
jor legislation to restore balance (see Figure 4). Two
important questions are: Why did the deficit grow
over the period 1983-2026? And why did it increase
since last year’s Report?

FIGURE 4. SOCIAL SECURITY’S 75-YEAR DEFICIT AS A
PERCENTAGE OF TAXABLE PAYROLL, 1983-2026
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Source: 2026 Social Security Trustees Report.

Changes in 75-Year Deficit Since 1983

Social Security moved from a projected 75-year actu-
arial surplus of 0.02 percent of taxable payroll in the
1983 Trustees Report to a projected deficit of 4.42 per-
cent in 2026. As shown in Table 2 (on the next page),
leading the list of reasons is advancing the valuation
period. Each time it moves out one year, it picks up

a year with a large negative balance. The cumulative
effect over the last 43 years has been to increase the
75-year deficit by 2.51 percent of taxable payrolls. That
is, more than half of the 43-year change in the OASDI
deficit is attributable to simply moving the valuation
period forward.
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TABLE 2. REASONS FOR CHANGE IN SOCIAL SECURITY’S
AcTtUAaRIAL DEFICIT, 1983-2026

Item Change
Actuarial balance in 1983 +0.02%
Changes in actuarial balance due to:

Valuation period -2.51
Economic data and assumptions -0.90
Demographic data and assumptions -0.51
Disability data and assumptions -0.31
Legislation/regulation -0.26
Methods and programmatic data +0.05
Total change in actuarial balance -4.44
Actuarial balance in 2026 -4.42%

Note: Components may not sum to the total due to rounding.
Source: Chu and Burkhalter (2026).

The second most important contributor to the
increase in the 75-year deficit over the last 43 years
has been the worsening of economic assumptions —
primarily a decline in assumed productivity growth
and the impact of the Great Recession. Following the
economic factors, changing demographic assump-
tions — most particularly, the recent reductions in
the assumed fertility rate — contributed about half a
percentage point to the increase in the deficit. Finally,
increases in disability rolls contributed to the 43-year
change, although that picture has changed dramati-
cally in recent years. Partially offsetting the negative
factors has been a reduction in the actuarial deficit due
to methodological improvements and updated data.
The net effect in 2026 of all these changes is a 75-year
deficit equal to 4.42 percent of taxable payrolls.

The Narrowing Window

The 2026 Trustees Report shows that Congress has
only six years to act to avoid a 22-percent cut in re-
tirement benefits (see Figure 5). If the law is changed
so that Social Security’s OASI and DI trust funds

are combined, reserves will be adequate to pay full
benefits until 2034. As noted, to remain solvent with
a one-year reserve, the payroll tax rate would have to
be increased immediately by 4.42 percentage points.

Alternatively, scheduled benefits would have to be re-
duced immediately by 22 percent, with the cut rising
gradually to 38 percent by 2100. A politically accept-
able solution would likely involve some combination
of revenue increases and benefit cuts.

F1GURE 5. PROJECTED YEARS UNTIL THE OASI TRUST
FuND 1S DEPLETED, 1984-2026
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Source: 1984-2026 Social Security Trustees Reports.

All these estimates, however, are based on the
Trustees’ intermediate assumptions, and these
assumptions have changed sharply between the 2025
and 2026 Reports.

Changes from Last Year’s
Report

The deficit of 4.42 percent of taxable payrolls in the
2026 Report is considerably higher than the 3.82
percent in last year’s Report — 0.60 percent of taxable
payrolls. The main reason for the increase is that the
new projections include three changes that sharply
reduce future revenues: a significant reduction in

the fertility-rate assumption, lower assumed levels of
temporary and unlawful immigration, and a reduction
in income tax revenues from taxing Social Security
benefits under the One Big Beautiful Bill Act (OBBBA).
These three changes plus moving the valuation period
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and changing the methodology, which reduce the
actuarial balance by 0.81 percent, are partially offset by
two significant — and somewhat surprising — positive
changes in assumptions: increased productivity and
higher mortality rates. The following discussion looks
separately at the negative and positive changes.

Changes in Assumptions that Reduce
Social Security’s Actuarial Balance

As shown in Table 3, three main changes — fertility,
immigration, and the effect of the OBBBA —more
than explain the increase in the 75-year change. These
big changes are accompanied by the effect of mov-
ing forward the valuation period and by some minor
changes in methodology. Let’s start by looking at the
cut in the fertility assumption and data changes relat-
ed to the birth rate.

TABLE 3. CHANGES FROM 2025 TO 2026 THAT REDUCE
SOCIAL SECURITY’S 75-YEAR ACTUARIAL BALANCE

Effect as a percentage of

ftem taxable payrolls
Fertility assumption and data -0.35%
Immigration assumption and data -0.18
Legislation (OBBBA) -0.16
Valuation period -0.07
Methodology -0.05

Total -0.81%

Source: 2026 Social Security Trustees Report.

Fertility. The headline from the 2026 Trustees
Report is the reduction in the fertility-rate assumption
from an ultimate 1.90 children per woman to 1.75 per
woman. U.S. fertility rates have generally been falling
since the end of the Baby Boom in the mid-1960s,
and that decline accelerated after the Great Recession
(see Figure 6). Many observers thought that, once the
economy recovered, the fertility rate would rebound.
It has not. Today, the hypothetical lifetime number
of births for a woman over her childbearing years is
1.59, even below the new fertility assumption.

The Social Security Trustees have been well aware
of these numbers, but have been hesitant to change
their assumption.! This large reduction in the assump-
tion about the ultimate fertility rate is welcome news.
Unfortunately, this change to the new ultimate rate

F1GURE 6. U.S. ToTAaL FERTILITY RATE, 1917-2026

4 1957

A

2 i

1976

1.74 2025
1 1.59
0 ‘ ‘ ‘ ‘ ‘ ‘ ‘
1917 1932 1947 1962 1977 1992 2007 2022

Note: 2025 value is based on provisional data.
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of 1.75 children, which is achieved by 2050, decreases
the actuarial balance by 0.33 percent of taxable payroll.
In addition, birth data for 2024 and 2025 indicate that
fertility rates were lower than those used in last year’s
result. Incorporating the updated data further increas-
es the 2026 deficit by 0.02 percent of taxable payrolls.

The question remains whether the Trustees have
reduced the fertility-rate assumption enough. If the
U.S. rates follow those in other developed countries,
some further reduction in the assumption may be
necessary (see Figure 7).

F1cURrE 7. ToTAL FERTILITY RATE IN THE UNITED STATES
AND OTHER HiGH-INcOME COUNTRIES, 1980-2024
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Indeed, the Trustees’ projected fertility rate is still
higher than that of other government agencies. The
Congressional Budget Office, in its January 2026 pro-
jections, assumes that the total fertility rate will drop
to 1.53 in 2035 and remain fairly stable thereafter.?

In the Census Bureau’s 2023 projections, the total
fertility rate decreases linearly from 1.64 children per
woman in 2023 to 1.55 in 2100. These numbers also
suggest that some further adjustments to the Trust-
ees’ rates may be needed going forward.

Immigration. While the adjustment to the fertil-
ity-rate assumption reflects the mounting evidence
that the rate was unlikely to rebound, the adjust-
ments on the immigration side reflect the effects of
the Trump Administration’s hostility to immigrants.
Social Security’s immigration projections involve esti-
mating net flows for two types of immigrants — lawful
permanent residents and those present temporarily or
unlawfully. Temporary/unlawful immigrants include
those who entered legally but were only granted tem-
porary authorization (such as students and foreign
workers on visas) and those who overstayed their
visas, as well as those who entered illegally.

The biggest change in the 2026 Trustees Report is
a reduction in the assumption regarding the ultimate
level of temporary or unlawfully present immigrants
entering the country from 1,350,000 assumed for last
year’s report to 1,200,000 per year. This change in the
ultimate level decreases the actuarial balance by 0.12
percent of taxable payroll.

The 2026 Report also includes three further immi-
gration-related adjustments. Specifically, the Trustees:

« Decrease the estimated levels of temporary or
unlawfully present immigrant entrants for cal-
endar years 2022-2025, based on updated data.
The lower levels decrease the actuarial balance
by 0.04 percent of taxable payroll.

« Increase the assumption regarding emigration
rates from the unlawfully present population
for the years 2025-2030 to reflect the Trump
Administration’s more restrictive policies. This
change decreases the actuarial balance by 0.05
percent of payroll.

« Incorporate updated data for lawful immigra-
tion and some other items, which increases
the actuarial balance by 0.03 percent of taxable
payroll.?

In total, immigration-related changes decreased
Social Security’s actuarial balance by 0.18 percent of
taxable wages.

The One Big Beautiful Bill Act (OBBBA). This
law makes permanent the tax rates and tax brackets
originally enacted under the 2017 Tax Cuts and Jobs
Act. Tt also increases and makes permanent the larger
standard deduction included in the 2017 Act. Finally,
the legislation adds a temporary additional standard
deduction for taxpayers over age 65. These chang-
es reduce taxable income for many Social Security
beneficiaries, so retirees will pay less income tax on
their Social Security benefits, and the Trust Funds
will receive lower revenue than had been anticipated
from the income taxation of these benefits. The overall
effect of this law change is a decrease in the OASDI
actuarial balance of 0.16 percent of taxable payroll.

As noted, without any offsetting changes, the new
assumptions, changes to data, and other develop-
ments would have reduced Social Security’s actuar-
ial balance by 0.81 percent of taxable payrolls. Not
unreasonably, the Trustees — concerned about making
too large a change in the program’s finances — looked
for offsets to the major cut in revenues resulting from
changes to fertility and immigration assumptions and
the impact of the OBBBA.

Changes in Assumptions that Increase
Social Security’s Actuarial Balance

The two major changes in the 2026 Trustees Report
that improve the Social Security actuarial balance are:
1) an improvement on the economic side from rising
productivity, which raises earnings and thereby reve-
nues; and 2) a big increase in mortality, which means
that retirees are not going to receive benefits for as
many years as assumed in last year’s Report (see
Table 4). Unfortunately, the case for neither change is
very persuasive.

TABLE 4. CHANGES FROM 2025 TO 2026 THAT INCREASE
SOCIAL SECURITY’S 75-YEAR ACTUARIAL BALANCE

Ttem Effect as a percentage of

taxable payrolls
Economic data and assumptions +0.10%
Mortality assumptions and data +0.09
Disability assumptions and data +0.02
Total +0.21%

Source: 2026 Social Security Trustees Report.
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Increased Productivity and Earnings. The 2026
Report and the attached description of the thinking
behind the economic assumptions emphasize that the
ultimate economic assumptions remain unchanged.
The more detailed write-up presents arguments for
and against an uptick in productivity growth, re-
maining neutral about the future. The same write-up
concludes it is too early to know how Al will affect
productivity.

Yet, the Trustees decided that the average growth
rate for productivity from 2025 to 2035 will be 1.62
percent, 0.05 percentage points above the rate as-
sumed over that period in last year’s Report. As a point
of comparison, the Congressional Budget Office, in its
Long-Term Budget Outlook: 2026 to 2056, projects that
total-economy productivity would grow at an average
rate of 1.3 percent over the period 2026 to 2036.

More productivity growth leads to higher wages
and, therefore, more revenues. The estimate is that
this change will increase Social Security’s actuarial bal-
ance by a meaningful 0.10 percent of taxable payrolls.

Higher Mortality. That mortality assumptions
would be important is intuitive, since the longer peo-
ple live — given the current Full Retirement Age — the
more expensive the program. The Trustees contend
that an updated approach and updated data suggest
higher death rates for all future years than were pro-
jected in last year’s Report.

Mortality rates are very complicated to project, and
different researchers use a variety of approaches, so
the easiest way to assess the reasonableness of the
Trustees’ new assumption is to compare projections
across agencies. In 2026, the Congressional Budget
Office’s mortality assumptions result in life expec-
tancy at birth of 82.3 years in 2056 — the end of their
projection period. In the Census 2023 projections, the
assumed mortality rates result in a life expectancy at
birth of 83.8 years in 2056. In contrast, the Trustees’
assumptions result in a life expectancy at birth of
81.8 years in 2056. This comparison shows that the
increase in mortality rates in the 2026 Report moves
Social Security even further away from other agencies
than it was last year (see Table 5).

Moreover, comparisons with other developed
countries also suggest substantial room for a major
improvement in U.S. life expectancy (see Figure 8).
Life expectancy at birth in the United States and other
high-income countries has increased dramatically
over the last 40 years. But progress in the United

TABLE 5. LIFE EXPECTANCY AT BIRTH IN 2025 AND 2026,
BY AGENCY

Agenc 2025 projection 2026 projections
gency for 2055 for 2056

Social Security 82.0 81.8

CBO 82.5 82.3

Census 83.7 83.8

Sources: 2025-2026 Social Security Trustees Reports;
Congressional Budget Office (2025); Congressional Budget
Office (2026a); U.S Census Bureau (2025).

States has been slower than its peers, and the U.S.
ranking has dropped from the middle of the group

to the absolute bottom. Historically, two contributors
to this poor performance have been deaths linked

to smoking and obesity.* Smoking has faded as an
issue, but obesity remains important. To the extent
that the GPL-1 weight loss drugs become more widely
available, the United States might regain its position
among other developed nations.®

F1GURE 8. LIFE EXPECTANCY AT BIRTH IN THE UNITED
STATES & OTHER HicH-INcOME COUNTRIES, 1980-2024
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Even though the change in the Trustees’ mortality
assumptions are not persuasive, they improve Social
Security’s actuarial balance by 0.09 percent in the
2026 Report.
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Summary

Figure 9 compares the annual balances for this 2026
Trustees Report with last year’s Report. Compared
to last year, this year’s balances are lower in the short
term, higher in 2031-2047, and then lower for the
rest of the projection period. The immediate decline
reflects the loss of income tax revenues due to the
OBBBA and the near-term immigration assumptions.
Balances then trend higher due to the improvement
in productivity growth and earnings from 2025 to
2035. After that, balances in this Report are lower
than last year as the decline in fertility and lower im-
migration take effect. Importantly, the projected an-
nual deficit in 2100 is 6.57 percent of taxable payroll
in this report, compared to 4.86 percent in last year’s
Report. Of course, the pattern and endpoint will look
worse if the assumed increase in productivity growth
and higher mortality rates are not realized. On the
other hand, the picture could look better if the nation
encourages legal immigration.

F1Gure 9. OASDI ANNUAL BALANCES: 2025 AND 2026
TRUSTEES REPORTS, UNDER IMMEDIATE ASSUMPTIONS
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Source: 2026 Social Security Trustees Report, Figure IV.B4.

Conclusion

The 2026 Trustees Report takes us much closer to
having a realistic measure of Social Security’s short-
fall. Unfortunately, the Trustees mask the full impact
of lower fertility and less immigration with unreason-
able assumptions about productivity growth and mor-
tality rates. Policymakers must have confidence in the
size of Social Security’s shortfall so that they believe
that the changes they make will solve the problem.
Defining the shortfall was the first step taken by the
so-called Greenspan Commission when it began its
deliberations to fix Social Security in 1982.

Despite the larger deficit, the 2026 Trustees Report
confirms what has been evident for almost three
decades — namely, Social Security is facing a long-
term financing shortfall and needs to be fixed. Even
with a deficit that equals about 1.5 percent of GDP,
the changes required to fix the system are well within
the bounds of fluctuations in spending on other pro-
grams in the past. Moreover, action needs to be taken
quickly, before the OASI trust fund is depleted and
benefits are cut in 2032. Numerous options are avail-
able on both the revenue and benefit sides to close the
gap. All that is needed is the political will.

Endnotes

1 In 2024, the Trustees also reduced the ultimate fer-
tility rate, but only from 2.0 children to 1.9 children.
The Trustees based their case for a cautious approach
on two factors. The first was that repeated surveys of
women of childbearing age show birth expectations
above 2.0, suggesting that the current low levels
would not be permanent. Second, they believed that
increasing fertility rates for women in their 30s sup-
ported the notion that women are simply postponing
their childbearing.

2 Congressional Budget Office (2026a).

3 It is unclear how much of the 0.03 percent increase
in the actuarial balance is due to updated data for le-
gal immigration as opposed to the other items cited —
population, marriage, and divorce. Reclassifying this
relatively small factor would not affect the argument.

4 See Chen et al. (2017).

5 Desilver (2024).
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