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ABSTRACT National health expenditures are projected to have grown

8.2 percent in 2024 and to increase 7.1 percent in 2025, reflecting
continued strong growth in the use of health care services and goods.
During the period 2026-27, health spending growth is expected to
average 5.6 percent, partly because of a decrease in the share of the
population with health insurance (related to the expiration of
temporarily enhanced Marketplace premium tax credits in the Inflation
Reduction Act of 2022) and partly because of an anticipated slowdown in
utilization growth from recent highs. Each year for the full 2024-33
projection period, national health care expenditure growth (averaging
5.8 percent) is expected to outpace that for the gross domestic product
(GDP; averaging 4.3 percent) and to result in a health share of GDP that
reaches 20.3 percent by 2033 (up from 17.6 percent in 2023).

ational health expenditures are
projected to have grown strongly,
at 8.2 percent, in 2024, which is
nearly 3 percentage points faster
than growth in the gross domes-
tic product (GDP; 5.3 percent), and to have ex-
ceeded $5 trillion (exhibit 1). This largely reflects
sustained high growth in the use of health care
services and goods after the muted growth that
was observed during the COVID-19 pandemic. As
a result of this increase in health spending, the
health share of the economy is expected to have
increased to 18.0 percent in 2024 (up from
17.6 percent in 2023).

During 2024-33, as the population continues
to age and as demand for health care grows more
rapidly than income (consistent with history),
annual growth in national health spending
(5.8 percent) is expected to be faster than aver-
age growth in GDP (4.3 percent) (calculable
from exhibit 1). By 2033, the health share of
the economy is projected to reach 20.3 percent.

In 2023, the insured share of the population
reached an all-time high of 92.5 percent (exhib-

it 2)." The peak in 2023 was primarily a result of
record-high Medicaid enrollment, which was
influenced by the continuous enrollment re-
quirement in the Families First Coronavirus Re-
sponse Act (FFCRA) of 2020. Also contributing
was rapid enrollment growth in direct-purchase
private health insurance (the category that in-
cludes Marketplace plans),” with this increase
driven by the temporary extension of enhanced
premium tax credits and the implementation of a
Medicaid special enrollment period as part of the
Inflation Reduction Act (IRA) of 2022.° Despite
the expiration of the Medicaid continuous en-
rollment requirement in March 2023, the asso-
ciated resumption of states redetermining eligi-
bility for their respective programs, and the
resulting drop in Medicaid enrollment, the in-
sured share of the population is projected to have
decreased slightly to 92.1 percent in 2024. Al-
though Medicaid enrollment is projected to have
declined from 91.7 million in 2023 to 84.5 mil-
lion in 2024, the drop in the insured share is
projected to have been mostly offset by three
factors: the existence of concurrent health insur-
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COSTS & SPENDING

EXHIBIT 1

National health expenditures (NHE) and personal health care (PHC) expenditures, aggregate and per capita amounts, share of gross domestic product

(GDP), and annual growth, selected calendar years 2022-33

Projected
2022 2023 2024 2025 2027 2033

NHE, billions $4,5258 $4,866.5 $5,263.3 $5,635.1 $6,280.8 $8,585.3
PHC, billions $3,755.2 $4,107.4 $4,463.3 $4,7784 $53178 $7,293.7
GDP, billions $26,006.9 $27,720.7 $29,184.9 $30,527.4 $33,272.9 $42,2833
NHE as percent of GDP 17.4% 17.6% 18.0% 18.5% 18.9% 20.3%
Disposable personal income, billions $18,844.0 $20,546.8 $21,625.7 $22,625.3 $24,606.7 $31,485.5
Population, millions® 3324 334.0 337.2 340.1 344.2 354.8
NHE per capita $13,617 314,570 $15610 $16,570 $18,247 $24,200
PHC per capita $11,299 $12,297 $13,237 $14,051 $15,450 $20,559
GDP per capita $78,249 $82,996 $86,554 $89,766 $96,667 $119,185
Prices (2017 = 100.0)

Chain-weighted NHE deflator 1.113 1.146 1.180 1.211 1.283 1.505

Chain-weighted PHC deflator 1.097 1127 1.159 1.190 1.258 1.476

Chain-weighted GDP Implicit Price Deflator 1.180 1.223 1.252 1.282 1.343 1519
Real spending

NHE, billions of chained dollars $4,065 $4,245 $4,459 $4,652 $4,897 $5,703

PHC, billions of chained dollars $3,424 $3,645 $3,850 $4,017 $4,226 $4,941

GDP, billions of chained dollars $22,035 22,671 $23,305 $23818 $24,804 27,934
Average annual growth 2022 2023 2024 2025 2026-27 2028-33
NHE 6.4% 7.5% 82% 71% 5.6% 53%
PHC 58 9.4 87 7.1 55 54
GDP 6.5 6.6 53 46 4.4 4.1
Disposable personal income 52 9.0 53 46 43 42
Population® 03 05 1.0 09 0.6 05
NHE per capita 6.0 70 7.1 6.2 49 48
PHC per capita 55 88 76 6.1 49 49
GDP per capita 6.2 6.1 43 37 38 3.6
Prices (2017 = 100.0)

Chain-weighted NHE deflator 25 3.0 30 26 29 27

Chain-weighted PHC deflator 2.1 2.7 29 26 29 27

Chain-weighted GDP Implicit Price Deflator 43 36 24 24 23 2.1
Real spending

NHE 37 44 50 43 26 26

PHC 3.6 6.5 56 4.4 26 26

GDP 2.1 29 28 22 20 20

sources Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group; and Department of Commerce, Bureau of Economic
Analysis and Census Bureau. NoTes Definitions, sources, and methods for NHE categories can be found in CMS. National Health Expenditure Accounts: methodology paper,
2023, definitions, sources, and methods [Internet]. Baltimore (MD): CMS; 2024 Dec 18 [cited 2025 May 21]. Available from: https://www.cms.gov/files/document/
definitions-sources-and-methods.pdf. Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in
CMS.gov. NHE projections tables (see note 4 in text). °Estimates reflect the Census Bureau’s definition of resident-based population, which includes all people who
usually reside in the 50 states or the District of Columbia but excludes residents living in Puerto Rico and areas under US sovereignty, members of the US Armed Forces
overseas, and US citizens whose usual place of residence is outside of the US. Estimates also include a small (typically less than 0.2 percent of the population) adjustment
to reflect census undercounts. "Annual growth, 2020-22.
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ance coverage from other sources for those who
were disenrolled from Medicaid, an additional
3.9 million enrolling in direct-purchase (mostly
Marketplace) plans from the temporarily ex-
tended enhanced subsidies and special enroll-
ment period, and projected gains in employer-
sponsored health insurance of 1.3 million.* A
high insured share combined with the continued
rebound in utilization from the somewhat sup-
pressed levels during the COVID-19 public health
emergency, particularly for those with private
health insurance, contributed to the robust na-
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tional health spending growth (8.2 percent) pro-
jected for 2024.

Beyond 2024, the early years of the projection
period are expected to experience downward
pressure on spending growth from the expired
FFCRA and from a few key provisions of the IRA.
From an enrollment perspective, the drop in
Medicaid enrollment in 2024 is expected to be
followed by a smaller decline (1.0 million) in
2025, which is the net effect of states completing
their redetermination procedures (and related
disenrollments) and incorporating re-enrolled
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EXHIBIT 2

National health expenditures (NHE) and health insurance enrollment, aggregate and per enrollee amounts, and average annual growth, by source of funds,
selected calendar years 2022-33

Projected
Source of funds 2022 2023 2024 2025 2027 2033
EXPENDITURE, BILLIONS
Private health insurance 31,3138 $1,464.6 $1,616.8 $1,740.1 $1,8786 $2,421.7
Medicare 9525 1,029.8 1,115.0 1,201.0 14255 2,1920
Medicaid 807.5 8717 9256 994 4 1,135.2 16263
PER ENROLLEE SPENDING
Private health insurance 56,441 $7,065 $7,608 $8,104 58,981 s11,483
Medicare 14,933 15,808 16,860 17,654 20,020 28,109
Medicaid 8,869 9,502 10,951 11,905 13,273 18,189
ENROLLMENT, MILLIONS
Private health insurance 204.0 2073 2125 2147 209.2 2109
Medicare 63.8 65.1 66.1 68.0 712 780
Medicaid 91.0 917 845 835 85.5 894
Uninsured 26.6 249 26.6 26.8 312 309
Population 3324 3340 3372 340.1 3442 3548
Insured share of total population 92.0% 92.5% 92.1% 92.1% 90.9% 91.3%
Average annual growth 2022° 2023 2024 2025 2026-27 2028-33
EXPENDITURE
Private health insurance 45% 11.5% 10.4% 7.6% 3.9% 43%
Medicare 58 8.1 83 77 89 74
Medicaid 95 79 6.2 74 6.8 6.2
PER ENROLLEE SPENDING
Private health insurance 4.1 97 7.7 6.5 53 42
Medicare 38 59 6.7 47 6.5 58
Medicaid 17 7.1 152 87 56 54
ENROLLMENT
Private health insurance 03 16 25 1.0 -13 0.1
Medicare 19 2.1 15 29 23 15
Medicaid 77 08 -79 -12 12 0.7
Uninsured -57 -6.3 6.8 08 79 -02
Population 03 0.5 1.0 09 06 05

source Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NeTEs Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 4 in

text). *Annual growth, 2020-22.

and newly enrolled beneficiaries. The IRA is pro-
jected to affect spending and enrollment trends
as well, including direct-purchase insurance en-
rollment growth through 2025, which is associ-
ated with the temporarily extended enhanced
premium tax credits and the accompanying spe-
cial enrollment period. Private health insurance
enrollment is projected to decline by 2.2 percent
in 2026 (largely reflecting a 12.3 percent de-
crease in direct-purchase insurance), when the
subsidies expire under current law.* The IRA also
contains provisions that change the cost-sharing
requirements for Medicare beneficiaries with
Part D coverage (including a $2,000 cap on out-
of-pocket drug expenses beginning in 2025). In
addition, the legislation directs the Department
of Health and Human Services to negotiate pric-

es for selected drugs beginning in 2026, and it
links drug price increases to the Consumer Price
Index (CPI)—two provisions that are expected to
put downward pressure on prescription drug
spending growth.’

During 2024-33, Medicare spending is pro-
jected to grow the most rapidly, at a rate of
7.8 percent annually (calculable from exhibit 3),
mostly as a result of strong average enrollment
growth compared with Medicaid and private
health insurance as the last cohort of baby boom-
ers ages into Medicare through 2029. Although
yearly spending trends are projected to be more
volatile for Medicaid than for other payers, an-
nual Medicaid spending growth is projected to
average 6.4 percent for the period 2024-33,
which is about the same as the program’s average
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COSTS & SPENDING

EXHIBIT 3

National health expenditures (NHE) and annual growth, by source of funds, selected calendar years 2022-33

Source of funds
Expenditure (billions)
NHE

Health consumption expenditures

Out of pocket
Health insurance

Private health insurance

Medicare
Medicaid

Federal

State and local

Other health insurance programs®
Other third-party payers and programs

Public health activity
Investment

Average annual growth
NHE

Health consumption expenditures

Out of pocket
Health insurance

Private health insurance

Medicare
Medicaid

Federal

State and local

Other health insurance programs®

Other third-party payers
Public health activity
Investment

Projected
2022 2023 2024 2025 2027 2033
$4,5258 $4,866.5 $5,263.3 $5,635.1 $6,280.8 $8,585.3
4,298.6 4,627.7 50120 53727 59936 8211.6
4715 505.7 5426 5775 621.4 7819
3,245.6 35586 38629 4,156.5 4,689.1 65728
1,3138 1,464.6 1,616.8 1,740.1 1,878.6 24217
9525 1,029.8 1,115.0 1,201.0 1,4255 21920
807.5 871.7 9256 994.4 1,135.2 1,626.3
5707 5914 597.0 638.0 726.1 1,029.9
236.8 280.3 3287 356.5 409.1 596.4
171.8 1925 205.4 2210 2498 3327
3747 4033 4454 476.2 516.2 659.6
206.8 160.2 161.1 1625 166.9 197.3
2272 2388 2514 2624 287.2 3736
2022° 2023 2024 2025 2026-27 2028-33
6.4% 7.5% 82% 7.1% 5.6% 53%
6.4 7.7 83 7.2 56 54
54 7.2 7.3 6.4 37 39
6.1 96 86 76 6.2 58
45 11.5 104 76 39 43
58 8.1 83 7.7 89 74
95 79 6.2 74 6.8 6.2
138 36 09 6.9 6.7 6.0
1.4 184 173 85 7.1 6.5
58 121 6.7 76 6.3 49
and programs 38 76 105 6.9 4.1 4.2
241 -226 06 09 1.3 28
46 51 53 44 46 45

source Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NoeTEs Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 4 in
text). °Includes health-related spending for Children's Health Insurance Program, Titles XIX and XXI; Department of Defense; and Department of Veterans Affairs. "Annual

growth, 2020-22.
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during the twenty-year period 2000-19. For pri-
vate health insurance, high growth in utiliza-
tion, along with notable changes in enrollment,
are expected to moderate during 2024-33, with
spending projected to increase by 5.2 percent, on
average. Among the major payers, out-of-pocket
spending is expected to grow at the slowest rate
during 2024-33, at 4.5 percent, in part because
of multiple provisions in the IRA that alter finan-
cial responsibilities by shifting drug expenses
from Medicare beneficiaries onto the program.
The out-of-pocket share of total health spending
is projected to decline from 10.4 percent in 2023
to 9.1 percent by 2033.

Comparable spending growth rate trends for
2024-33 are expected for hospital care, physi-
cian and clinical services, and prescription
drugs, with an expectation of the highest rates
during 2024-25, some volatility during 2026-27
(in part related to expected changes in private
health insurance enrollment), and then largely

JULY 2025 44:7

stabilizing growth thereafter. On average, the
respective growth rates during 2024-33 are pro-
jected to be 5.9 percent, 5.5 percent, and 5.6 per-
cent (calculable from exhibit 4).

In terms of health care financing, the govern-
ment’s share (including federal and state and
local) of health spending in 2024 is projected
to have been 48 percent (exhibit 5), falling from
a peak of 51 percent in 2020 (2020 not shown).
During 2024, federal government-sponsored
expenditures for Medicaid grew 1.0 percent,
whereas state and local government-sponsored
spending for Medicaid increased by 17.3 percent,
as temporary federal matching rate increases to
states during the public health emergency ex-
pired.* For 2024-33, growth in total government
health care spending is generally expected to
outpace that of national health expenditures
and to reach a 50 percent share by 2033. This
result largely reflects average annual federal ex-
penditure growth of 9.3 percent for Medicare.*
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EXHIBIT 4

National health expenditures (NHE) amounts and average annual growth, by spending category, selected calendar years 2022-33

Spending category
Expenditure, billions
NHE
Health consumption expenditures
Personal health care
Hospital care
Professional services
Physician and clinical services
Other professional services
Dental services
Other health, residential, and personal care
Home health care
Nursing care facilities and continuing care
retirement communities
Retail outlet sales of medical products
Prescription drugs
Durable medical equipment
Other nondurable medical products
Government administration
Net cost of health insurance
Government public health activities
Investment
Noncommercial research
Structures and equipment

Average annual growth
NHE
Health consumption expenditures
Personal health care
Hospital care
Professional services
Physician and clinical services
Other professional services
Dental services
Other health, residential, and personal care
Home health care
Nursing care facilities and continuing care
retirement communities
Retail outlet sales of medical products
Prescription drugs
Durable medical equipment
Other nondurable medical products
Government administration
Net cost of health insurance
Government public health activities
Investment
Noncommercial research
Structures and equipment

2022

$4,5258
4,298.6
3,755.2
13767
1,2168
9104
1427
1637
2477
1334

1929
587.7
403.6

68.6
1156

54.0
2826
206.8
2272

68.0
159.2

2023

$4,866.5
46277
41074
15197
13117
978.0
1599
1738
270.2
147.8

211.3
646.7
4497

728
1241

574
3029
160.2
2388

72.1
166.6

2023
75%
77
94

104
78
74

120
6.2
9.1

108

9.5
100
11.4

6.2

73

6.2

72

—226

Projected
2024 2025 2027 2033
$5,263.3 $5,635.1 $6,280.8 $8,585.3
50120 53727 59936 8211.6
44633 47784 53178 72937
1,659.2 1,772.4 1,960.4 2697.0
1,4185 1,516.9 1,680.1 22606
1,053.9 1,1235 1,2437 1,676.1
175.1 189.4 2114 289.7
189.4 204.0 2250 294.8
2925 3144 361.7 5403
160.5 1736 202.6 3173
2288 247.1 2784 3859
7039 754.1 834.6 1,092.7
494.9 5294 590.1 776.1
780 84.0 913 1208
1309 140.7 1532 1957
60.3 62.8 69.4 87.1
3272 369.0 4394 633.5
161.1 1625 166.9 197.3
251.4 262.4 287.2 3736
75.5 774 824 105.0
175.8 184.9 204.8 268.7
2024 2025 2026-27 2028-33
82% 7.1% 5.6% 53%
83 7.2 56 54
87 7.1 55 54
92 6.8 52 55
8.1 6.9 52 51
78 6.6 52 5.1
95 8.2 56 54
9.0 7.7 50 46
83 7.5 7.2 6.9
85 82 80 78
83 80 6.2 56
88 7.1 52 46
10.1 7.0 56 47
7.1 76 43 48
55 75 43 42
52 4.1 52 39
80 12.8 9.1 6.3
06 09 1.3 28
53 44 46 45
47 25 32 4.1
55 52 52 46

source Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NoTEs Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 4 in

text). *Annual growth, 2020-22.

Chronological Overview Of Major
Trends In National Health
Expenditures

2024-25 National health spending is projected
to have increased by 8.2 percent in 2024, reach-
ing $5.3 trillion (exhibit 1). This follows 7.5 per-

cent growth in 2023, influenced in part by ex-
piring pandemic-related funding. The 2024
growth rate for health spending was faster than
GDP growth (5.3 percent), resulting in a pro-
jected increase from 17.6 percent to 18.0 percent
in the share of the economy devoted to health.
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COSTS & SPENDING

EXHIBIT 5

National health expenditures (NHE) amounts, average annual growth, and percent distribution, by type of sponsor, selected calendar years 2022-33

Type of sponsor
Expenditure, billions
NHE

Businesses, household, and other private revenues

Private businesses
Household

Other private revenues

Governments
Federal government

State and local governments

Average annual growth
NHE

Businesses, household, and other private revenues

Private businesses

Household

Other private
Governments

Federal government

State and local governments

Distribution
NHE

Businesses, household, and other private revenues

Private businesses

Household

Other private
Governments

Federal government

State and local governments

2022 2023
$45258 $4,866.5
23299 25390
805.7 894.0
1,233.0 13166
2913 3284
21959 23275
1,514.0 1,566.2
681.9 7613
2022° 2023
6.4% 7.5%
45 9.0
4.4 11.0
5.1 6.8
22 127
85 6.0
109 34
38 11.6
2022 2023
100% 100%
51 52
18 18
27 27
6 7
49 48
33 32
15 16

Projected
2024 2025 2027 2033
$5,263.3 $5,635.1 $6,280.8 $8,585.3
27483 2,945.1 32596 4,268.7
965.6 1,034.9 1,1329 1,426.7
1,415.6 1,5139 1,694.1 22852
367.1 396.3 4326 556.8
25150 2,689.9 3021.2 43166
1,668.3 1,782.6 20024 29384
846.7 907.3 1,0189 1,378.2
2024 2025 2026-27 2028-33
8.2% 7.1% 5.6% 53%
82 7.2 52 46
8.0 7.2 46 39
75 6.9 58 5.1
11.8 80 45 43
8.1 70 6.0 6.1
6.5 6.9 6.0 6.6
11.2 7.2 6.0 52
2024 2025 2027 2033
100% 100% 100% 100%
52 52 52 50
18 18 18 17
27 27 27 27
7 7 7 6
48 48 48 50
32 32 32 34
16 16 16 16

source Centers for Medicare and Medicaid Services (CMS), Office of the Actuary, National Health Statistics Group. NoeTEs Definitions, sources, and methods for NHE
categories can be found in CMS. National Health Expenditure Accounts: methodology paper (see the exhibit 1 notes). Numbers might not add to totals because of rounding.
Percent changes are calculated from unrounded data. Tables with data for all years of the projection period can be found in CMS.gov. NHE projections tables (see note 4 in

text) *Annual growth, 2020-22.
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Spending on medical services and goods, re-
ferred to as personal health care spending, is
projected to have continued to exhibit a high
rate of growth in 2024, at 8.7 percent, compared
with 9.4 percentin 2023 (exhibit 4). This growth
rate, driven by continued strong growth in utili-
zation, was generally faster than many major
health insurers expected, and it resulted in
higher medical loss ratios for some publicly trad-
ed health insurance companies.® Hospital spend-
ing growth is projected to have moderated from
10.4 percent in 2023 to 9.2 percent in 2024 (the
highest rates since 1991) as growth in private
health insurance spending on hospital services
decelerated but remained high (from 13.0 per-
cent in 2023 to 10.7 percent in 2024). For pre-
scription drug spending, growth is also expected
to have been slower but to have continued to be
strong, with the rate decreasing from 11.4 per-
cent in 2023 to 10.1 percent in 2024.

Notable differential enrollment trends
emerged in 2024, with largely offsetting effects,

JULY 2025 44:7

as the insured share of the population is pro-
jected to have remained high, at 92.1 percent
(exhibit 2). These enrollment patterns, however,
are expected to have had a significant effect on
trends in per enrollee Medicaid and private
health insurance spending. Medicaid enroll-
ment is projected to have declined by more than
seven million people in 2024 (nearly 8 percent),
a decrease associated with state-initiated cover-
age redeterminations that resulted in many
younger and healthier people no longer being
enrolled. Accordingly, per enrollee Medicaid
spending growth is expected to have accelerated
from 7.1 percentin 2023 to 15.2 percent in 2024.
For private health insurance, enrollment is pro-
jected to have increased by 5.2 million in 2024
(or by 2.5 percent), a gain driven by the en-
hanced premium tax credits extension and spe-
cial enrollment period. Although per enrollee
private health insurance spending growth is ex-
pected to have slowed somewhat, from 9.7 per-
cent in 2023 to 7.7 percent in 2024, the rate of
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growth remains high compared to 2010-19 (av-
eraging 3.2 percent)* and reflects strong growth
in the use of services and goods.

In 2025, national health spending growth is
expected to remain strong, at 7.1 percent, slow-
ing from 8.2 percent in 2024 (exhibit 1). Partly
contributing to this deceleration is expected
slower growth in personal health care prices,
based on the chain-weighted personal health
caredeflator (from 2.9 percentin 2024 to 2.6 per-
cent in 2025), as inflationary pressures on input
price growth for providers abate. Private health
insurance spending is projected to grow 7.6 per-
centin 2025, down from 10.4 percent in 2024, as
enrollment growth slows from the surge in 2024
thatresulted from Marketplace gains (exhibit 2).
Hospital spending growth is also projected to
moderate as growth in the use of services retreats
some after the pandemic-related rebound during
2023-24 (exhibit 4).

2026-27 National health spending is ex-
pected to grow 5.4 percent in 2026 and 5.7 per-
cent in 2027, which are slower rates of growth
than the increase of 7.1 percent in 2025. These
slower rates are largely due to decelerating
growth rates in private health insurance spend-
ing (from 7.6 percent in 2025 to 3.3 percent in
2026 and to 4.5 percent in 2027), which are
primarily the result of projected declines in pri-
vate health insurance enrollment. The expira-
tion of the temporarily enhanced premium tax
subsidies for Marketplace plans in 2026 is pro-
jected to reduce enrollment in direct-purchase
insurance by 4.7 million enrollees (representing
a12.3 percent drop in direct-purchase insurance
enrollment and a 2.2 percent reduction in aggre-
gate private health insurance enrollment).* In
2027, enrollment in private health insurance
is projected to decline by an additional 0.4 per-
cent, and as a result, the insured share of the
population is projected to decrease to 90.9 per-
cent (compared with 92.1 percent in 2025).

2028-33 During 2028-33, the latter stage of
the projection period, national health spending
is projected to increase at an average rate of
5.3 percent, whereas GDP growth is projected
to average 4.1 percent. Of the 1.2-percentage-
point differential, half is attributable to the ex-
pectation of faster health price growth (personal
health care price growth is projected to average
2.7 percent annually, whereas economywide
prices, based on the GDP deflator, are projected
to increase by 2.1 percent per year), and the
remainder is attributable to comparatively faster
expected growth in the use and intensity of
health care services and goods (exhibit 1).

For 2028-33, although average Medicare
spending is expected to increase at a slower rate
(7.4 percent) relative to the program’s average

spending growth during 2026-27 (8.9 percent),
expenditures for Medicare are expected to grow
the most rapidly among the major payers (exhib-
it 3). This reflects the continued strong enroll-
ment of the baby-boom generation through
2029, the aging of current beneficiaries, and the
expiration of the sequester in 2033.7 Partially
mitigating this trend, however, are expected
slower increases in Medicare prescription drug
spending, which reflect lower prices associated
with negotiated savings on certain high-expen-
diture pharmaceuticals and the linking of drug
price increases to the CPI.

For both Medicaid and private health insur-
ance, enrollment and per enrollee growth rates
are expected to largely stabilize over the course
of 2028-33 after notable yearly variation during
the 2024-27 period. These trends are projected
toresultin an average annual Medicaid spending
growth rate of 6.2 percent over the course of the
six-year period, whereas private health insur-
ance spending growth is projected to average
4.3 percent annually (exhibit 2). The differential
between the two payers is partly due to differenc-
es in their respective projected enrollment
growth rates during 2028-33, along with the
aging of the Medicaid population. Out-of-pocket
spending is projected to increase an average of
3.9 percent per year over the course of 2028-33
(exhibit 3), which is the lowest rate among the
major payers, partly because of lower cost shar-
ing at the point of sale for Medicare’s Part D
enrollees, associated with lower negotiated pric-
es for selected drugs.

Model And Assumptions
The national health expenditure projections
are produced using actuarial and econometric
modeling methods. The Medicare projections
were produced for the 2025 Medicare Trustees
Report,? and the Medicaid projections represent
the latest estimates prepared by the Centers for
Medicare and Medicaid Services (CMS) Office of
the Actuary. These projected estimates of enroll-
ment and spending, as well as those for private
payers, are consistent with economic and demo-
graphic assumptions from the 2025 Medicare
Trustees Report.*® Further, the private-payer
spending projections combine and normalize
health sector-specific expectations with an ag-
gregate top-line private-payer projection, reflect
current law, and in some instances are judgmen-
tally adjusted regarding the degree to which oth-
er factors may affect future health spending and
health insurance enrollment.

It is important to note that there is inherent
uncertainty associated with these projections.
Specifically, this analysis included assumptions
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about future macroeconomic conditions that
were largely set in late 2024 and early 2025, as
well as all legislation and finalized administra-
tive actions as of March 25, 2025.° To the extent
that new legislation is enacted that affects cover-
age patterns or payment rates, or to the extent
that the assumptions used in this analysis differ
from the ultimate outcomes, such events may
result in deviations between health spending
projections and actual experience.

Outlook For Spending And
Enrollment By Payer

MEDICARE Medicare expenditures are expected
to have grown 8.3 percent in 2024 (similar to
growth of 8.1 percent in 2023) and to have
reached $1.1 trillion (exhibit 2). This stable rate
of growth for the Medicare program occurred
because of a slower increase in Medicare Advan-
tage capitation rates offsetting faster growth in
fee-for-service payments for hospital and physi-
cian and clinical services. Medicare prescription
drug spending growth is expected to have re-
mained elevated, at 14.7 percent, in 2024 (up
from 12.2 percent in 2023),* in part because of
the IRA’s Part D benefit redesign provisions,
which eliminate the 5 percent coinsurance com-
ponent for catastrophic coverage and expand
eligibility for full cost-sharing benefits under
the low-income subsidy.

In 2025, Medicare spending is projected to
grow 7.7 percent, with most personal health care
sectors experiencing slowing increases (exhib-
it 3). For Medicare physician and clinical ser-
vices, spending growth is projected to slow to
5.6 percent in 2025 (from 6.9 percent in 2024),
in part driven by a physician fee schedule update
of —2.5 percent and slower growth in the use
of physician-administered drugs.® Moreover,
Medicare retail prescription drug spending
growth is projected to decelerate sharply to
6.0 percent in 2025 (decreasing from 14.7 per-
centin 2024). Although the $2,000 cap on PartD
out-of-pocket spending takes effect in 2025,
shifting costs from beneficiaries to Medicare,
this effect is expected to be offset by IRA provi-
sions that remove the coverage gap discount
and introduce a new manufacturer discount
program. This new program reduces Medicare
spending relative to the gap discount, particular-
ly for the low-income population, which is ex-
pected to be smaller in 2025 as a result of Med-
icaid unwinding procedures.

Over the course of 2026-27, average Medicare
spending growth is projected to accelerate from
7.7 percent in 2025 to 8.9 percent, reflecting
elevated growth rates for most personal health
care sectors (exhibit 2). Medicare physician and
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clinical services spending growth is expected to
average 9.1 percent during 2026-27 (up from
5.6 percent in 2025), in part because of modest
physician fee schedule increases after the pay-
ment rate reductions in 2025.*

For 2028-33, Medicare spending growth is
expected to average 7.4 percent (exhibit 2). En-
rollment is projected to increase by 2.2 percent
and 2.0 percent for 2028 and 2029, respectively,
as the last cohort of baby boomers enrolls in
the program in 2029, and then to slow to a
projection-period low of 1.0 percent by 2033.
The IRA is expected to slow Medicare prescrip-
tion drug spending growth during 2028-33 be-
cause of provisions linking drug price growth to
the CPI and the continued drug price negotia-
tions. In addition, slower growth for Medicare
hospital and physician and clinical services
spending is projected for 2028, when negotiated
prices for certain Part B drugs, which are includ-
ed in these categories, are implemented.

MEDIcAID In 2024, Medicaid spending growth
is projected to have been 6.2 percent, down from
7.9 percent in 2023, with expenditures having
totaled $925.6 billion. States were permitted to
begin redeterminations and could end coverage
for those no longer eligible for the program with
the expiration of the FFCRA’s continuous enroll-
ment requirement starting in April 2023. Med-
icaid enrollment is projected to have declined
by 7.9 percent in 2024, the net result of dis-
enrollments (disproportionately consisting of
relatively younger and healthier people) com-
bined with re-enrolled and newly enrolled bene-
ficiaries. Per enrollee Medicaid spending growth
is expected to have reached 15.2 percent in 2024,
compared with 7.1 percent in 2023 (exhibit 2),
reflecting higher provider payment rates and an
increased average acuity level of the Medicaid
population.

For 2025, although Medicaid enrollment is
expected to decline by an additional 1.2 percent
(or one million people), growth in expenditures
for the program is expected to accelerate to
7.4 percent because the decrease in enrollment
is far less rapid than in 2024. Growth rates for
Medicaid hospital and physician and clinical ser-
vices spending are expected to rise, from 5.7 per-
cent and 5.0 percent, respectively, in 2024 to
7.4 percent each in 2025.*

During 2026-27, Medicaid spending growth
is projected to be 6.8 percent each year, and
enrollment growth is projected to become posi-
tive again and average 1.2 percent (exhibit 2).
Notably, Medicaid hospital expenditure growth
is projected to decelerate from 7.4 percent in
2025 to 4.5 percent in 2026 and then to acceler-
ate to 6.1 percent in 2027. Underlying this pat-
tern of growth is the implementation of an $8 bil-
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The spending growth
rate for private health
insurance is projected
to remain high in
2025 but to be slower
compared with growth
in 2024.

lion disproportionate share hospital payment
rate reduction in federal Medicaid spending in
2026.*

In 2028-33, annual rates of Medicaid spend-
ing growth are expected to range between
6.0 percent and 6.5 percent. Medicaid enroll-
ment growth is expected to be positive and
steady and to average 0.7 percent per year for
2028-33. Growth in per enrollee Medicaid
spending is similarly expected to be stable and
remain between 5.2 percent and 5.7 percent each
year.*

PRIVATE HEALTH INSURANCE AND OUT-OF-
POCKET SPENDING As growth in the use of health
care services and goods is projected to have re-
mained strong in 2024, private health insurance
spending is expected to have increased 10.4 per-
cent and to have reached $1.6 trillion (exhibit 2).
This projected rate of growth is the second-
highestincrease since 2002 (growth was11.5 per-
cent in 2023), and it reflects a continuation of
the rebound in utilization by enrollees after neg-
ative spending growth in 2020. On a per enrollee
basis, private health insurance spending is ex-
pected to have grown 7.7 percent in 2024 (down
from 9.7 percent in 2023), a rate of growth that
substantially exceeds the average observed over
the course of 2010-19 (3.2 percent). Private
health insurance enrollment is expected to have
increased more rapidly in 2024 (2.5 percent
compared with 1.6 percent in 2023), an acceler-
ation that reflects the enrollment of an addition-
al 3.9 million people in direct-purchase plans
because of the IRA’s temporary extension of en-
hanced Marketplace subsidies. In 2024, out-of-
pocket spending is expected to have reached
$542.6 billion and to have increased 7.3 percent
(compared with 7.2 percent in 2023; exhibit 3)
because of continued strong growth in the use of
services and goods. However, the out-of-pocket
share of total health spending in 2024, at

10.3 percent, is expected to have remained nearly
unchanged from 2023.

The spending growth rate for private health
insurance is projected to remain high in 2025,
at 7.6 percent, but is projected to be slower com-
pared with growth in 2024 (exhibit 2). This pro-
jected deceleration is due to slowing private
health insurance enrollment growth (1.0 percent
in 2025 compared with 2.5 percent in 2024) and
slowing per enrollee growth (6.5 percentin 2025
compared with 7.7 percent in 2024). Growth in
total out-of-pocket spending is projected to slow
as well, to 6.4 percent in 2025, down from its
elevated rate of 7.3 percent in 2024 (exhibit 3),
as expected growth in utilization slows some-
what across most major services and goods and
as the IRA’s $2,000 cap on Part D out-of-pocket
prescription drug spending takes effect.

The 2026-27 period is marked by low 2026
growth of 3.3 percent in spending for private
health insurance when the extension of the en-
hanced Marketplace subsidies is scheduled to
expire, resulting in an enrollment decline of
4.7 million people (or 12.3 percent) in direct-
purchase insurance.” Out-of-pocket spending
growth is expected to slow further over the
course of 2026-27 as well, averaging 3.7 percent,
related to 2026 being the first year of lower
gross prices for selected Part D negotiated
drugs, which in turn serves to slow growth in
Medicare beneficiaries’ out-of-pocket payments
(exhibit 3).

For 2028-33, spending growth for private
health insurance is expected to average 4.3 per-
cent. The expected growth trend is moderately
lower than that of Medicare and Medicaid, re-
flecting the comparatively lower average enroll-
ment growth rate for private health insurance
and slower growth in per enrollee spending as
many people disenroll from private health insur-
ance when they age into Medicare. Among all of
the major payers during 2028-33, out-of-pocket
spending is projected to grow at the slowest rate
(3.9 percent). Low average growth in out-of-
pocket spending on prescription drugs over this
time frame is related to provisions in the IRA that
slow growth in prescription drug costs (and as-
sociated out-of-pocket spending) for Medicare
Part D enrollees through negotiated savings
for certain high-cost drugs and the linking of
drug price increases to the CPI.

Outlook For Major Services And
Goods

HOsPITAL In 2024, hospital spending growth is
projected to have slowed but to have remained
somewhat elevated, at 9.2 percent (compared
with 10.4 percent in 2023), with expenditures
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of $1.7 trillion (exhibit 4)." The deceleration was
mostly driven by slower projected growth in pri-
vate health insurance hospital spending, from
13.0 percent in 2023 to 10.7 percent in 2024.
The continuation of double-digit growth in pri-
vate health insurance spending is indicative of
the sustained rebound in utilization growth
since the start of the pandemic, with the year
2024 marking the third time since 2021 that
growth exceeded 10 percent (this occurred just
once during the twenty-nine years before 2020)."
Similarly, out-of-pocket spending growth for
hospital services is projected to have remained
comparatively high, at 7.4 percent (the second
fastest rate of growth since 2012).*

For 2025, overall hospital spending growth is
projected to slow further, to 6.8 percent (exhib-
it 4), as growth in the use of hospital services
moderates for most major payers, including pri-
vate health insurance, out-of-pocket spending,
and Medicare. Moreover, hospital prices are pro-
jected to grow at a relatively slower rate in 2025,
at 2.9 percent, down from 3.3 percent in 2024.*

Over the course 0f 2026-27, average growth in
overall hospital spending is projected to slow to
5.2 percent (exhibit 4). The lower average pro-
jected rate of increase is largely attributable to
the trend that is expected for private health in-
surance hospital spending, with growth slowing
from 6.6 percentin 2025 to an average of 3.5 per-
cent for 2026-27, mainly from declines in
Marketplace enrollment.*

For 2028-33, the remainder of the projection
period, overall hospital spending growth is ex-
pected to average 5.5 percent annually (exhib-
it4). Among the major payers, Medicare hospital
spending growth is expected to be the fastest, at
7.6 percent, on average, partly because of an
average enrollment growth rate (1.5 percent)
that exceeds that of other payers, as well as an
acceleration in spending growth to 8.8 percent
in 2033, which stems from the expiration of the
sequester.” Over the course of 2028-33, private
health insurance spending on hospital care is
projected to increase more slowly than Medicare
hospital spending and to average 4.4 percent
growth, consistent with its slower average pro-
jected enrollment growth of 0.1 percent.*

PHYSICIAN AND CLINICAL SERVICES In 2024,
spending on physician and clinical services is
projected to have remained high, at 7.8 percent,*
up from 7.4 percent in 2023, and to have totaled
$1.1 trillion (exhibit 4). Private health insurance
spending growth for physician and clinical ser-
vices is expected to have increased from 9.4 per-
cent in 2023 to 9.6 percent in 2024, partly
influenced by higher growth in enrollment (es-
pecially in Marketplace plans), as well as by con-
tinued robust growth in the use of services.! In
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addition, price growth for physician and clinical
services is estimated to have accelerated from
0.6 percent in 2023 to 1.8 percent in 2024, in
part as a result of increased Medicaid payments
to providers.'*"

Despite the increase in Medicaid payment
rates, and partially offsetting faster growth else-
where, Medicaid spending growth for physician
and clinical services is projected to have slowed
to 5.0 percent in 2024 from 9.5 percent in 2023,
related to the 7.9 percent decline in Medicaid
enrollment. Medicare spending for physician
and clinical services is projected to have in-
creased by 6.9 percent in 2024 after growing
by 8.3 percent a year earlier, largely because of
a smaller physician fee schedule update relative
to 2023.%

Overall, physician and clinical services spend-
ing growth is projected to slow to 6.6 percent in
2025 (exhibit 4). This is mostly attributable to
expected falling growth in private health insur-
ance spending for physician and clinical services
(from 9.6 percent in 2024 to 7.3 percent in
2025), related to slowing projected growth in
private health insurance enrollment. A modest
slowdown in price growth for physician and clin-
ical services, from 1.8 percent in 2024 to 1.6 per-
cent in 2025, is also expected, related to a nega-
tive Medicare physician fee schedule update and
slower growth in Medicaid provider payment
rates.*

During 2026-27, overall spending growth for
physician and clinical services is expected to
slow further to an average of 5.2 percent (exhib-
it 4). The primary reason for this trend is ex-
pected slowing growth in private health insur-
ance expenditures for physician and clinical
services (from 7.3 percent in 2025 to an average
of 2.8 percent for 2026-27) as expected growth
in utilization moderates and as projected enroll-
ment in private insurance declines. This slow-
down is expected to be partially offset, however,
by faster average Medicare spending growth for
physician and clinical services of 9.1 percent for
2026-27, increasing from 5.6 percent in 2025.*
This expected acceleration is influenced by a
slightly positive physician fee schedule update
projected for 2026, after a decline in 2025.

For the period 2028-33, an average annual
growth rate of 5.1 percent is projected for overall
physician and clinical services spending (exhib-
it 4). Medicare spending for these services is
expected to grow the fastest among the major
payers and to average 8.1 percent, largely be-
cause of faster Medicare enrollment growth rel-
ative to other payers.*

PRESCRIPTION DRUGS Prescription drug
spending growth is projected to have remained
strong in 2024, growing 10.1 percent (decreas-
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ing from 11.4 percent in 2023), with spending
having reached $494.9 billion (exhibit 4). The
primary driver of the deceleration was slowing
projected growth for private health insurance
prescription drug spending, at 11.2 percent,*
down from 13.8 percent in 2023, despite contin-
ued strong use of brand-name drugs, especially
those used to treat obesity and diabetes."* Med-
icaid prescription drug spending is projected to
have grown more slowly in 2024, as well, at
3.8 percent, down from 11.7 percent in 2023,
because of declines in Medicaid enrollment.
Moving in the opposite direction, Medicare pre-
scription drug spending growth is projected to
have accelerated to 14.7 percent in 2024, up from
12.2 percent in 2023, in part because of the elim-
ination of the 5 percent coinsurance component
for catastrophic coverage.®

For 2025, growth in overall prescription drug
spending is projected to slow to 7.0 percent, driv-
en by lower growth in Medicare prescription
drug spending of 6.0 percent.* Underlying this
expectation is an increase in program savings
from the manufacturer discount program for
the low-income population, along with a decline
in enrollment for this cohort in 2025. Although
private health insurance drug spending growth
is expected to slow in 2025 (10.2 percent), the
rate of growth remains elevated related to con-
tinued strong spending increases for brand-
name drugs, especially those linked to oncology
and diabetes.™

Over the course of 2026-27, growth in pre-
scription drug spending is projected to average
5.6 percent, down from 7.0 percent in 2025 (ex-
hibit 4). For private health insurance, growth in
prescription drug spending is projected to aver-
age 4.8 percent (following 10.2 percent growth
in 2025),* mainly because of Marketplace enroll-
ment decreases and a slowdown in the growth of
new users of anti-obesity medications.

For 2028-33, growth in overall prescription

drug spending is projected to average 4.7 percent
(exhibit 4). Because of ongoing negotiations for
Part D drugs, projected average growth in pre-
scription drug spending for Medicare (4.3 per-
cent) and out-of-pocket spending (4.1 percent)
are expected to be the lowest of the major payers.
Average spending growth in Medicaid (5.4 per-
cent) and private health insurance (5.1 percent)
are comparatively higher but still below the ini-
tial years of the projection period, partly because
only a modest number of new drug approvals are
expected during the second half of the projection
period.*

Conclusion

Recent elevated health care spending growth
rates are expected to have continued into 2024
and 2025 because of persistently strong growth
in the use of services and goods after their re-
spective declines in 2020, which stemmed from
the COVID-19 pandemic. As a result of these ele-
vated rates of health care spending growth, rela-
tively larger increases in the health share of GDP
are projected for both 2024 and 2025. For 2026
and later, the growth rates for utilization and
spending are generally expected to moderate,
while at the same time many notable enrollment
changes are expected to occur (including the
completion of Medicaid unwinding and the ex-
piration of the IRA’s temporarily enhanced pre-
mium tax subsidies for Marketplace plans in
2026), leading to a somewhat lower insured
share of the population. Although the projec-
tions presented here reflect current law, future
legislative and regulatory health policy changes
could have a significant impact on the projec-
tions of health insurance coverage, health spend-
ing trends, and related cost-sharing require-
ments, and they thus could ultimately affect
the health share of GDP by 2033. m
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