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With the debt ceiling debate starting to take center stage, Strategas 

Washington Research Analyst Jeannette Lowe walks us through 

what the debt ceiling is, how we got here, and what comes next in 

a heated political environment. 
 

 

DEBT CEILING TIMELINE    ǀ    VOLATILITY LIKELY   ǀ    WE STILL EXPECT A DEAL 

ROSS MAYFIELD: Could you break down what the debt ceiling is and what a timeline for resolution looks like heading forward? 

JEANNETTE LOWE: The debt limit is a statutory limitation on how much the U.S. Treasury can borrow to fund federal operations. 
It is set by Congress at various intervals, and the most recent debt limit is $31.4 trillion. We actually hit that last week. And 
so now, the U.S. Treasury is employing what are called “extraordinary measures” to keep the government functioning and to have 
enough money to pay off its bills and interest until the “ex-date” (the date where the U.S. government would not be able to make 
all of its obligations on time). The U.S. Treasury Secretary said she believes there are enough “extraordinary measures” that we 
won’t hit the debt ceiling until at least early June. So, while we’re starting to get some of the debate happening, it’s not really 
going to ramp up until, say, after April 15. We also need to find out what’s going to happen with the ex-date. It could move 
around depending on how the U.S. economy and government spending and revenues evolve. Ultimately, the debate should pick 
up in April/May, but the real fight will begin as we approach the ex-date, which we’re anticipating will be in June or July.  

ROSS: Knowing that there is still a lot of time for this play out and evolve, how do you think this ultimately resolves itself?  

JEANNETTE: To set the stage, House Republicans are calling for spending cuts in exchange for their votes to lift the debt 
ceiling. The White House, on the other hand, is saying that it is not currently going to negotiate. That’s where we’re starting, 
but as mentioned, there's some time for this to play out. One big question is what the House will actually pass in terms of 
legislation. If the Republican House wants to maintain its position of having spending cuts, it needs to reject a clean debt ceiling 
increase first, and then it also needs to pass legislation saying what it would actually want. For instance, the budget passed 
for FY2023 included a 10% increase to defense spending and a slightly smaller bump to non-defense spending; House 
Republicans would prefer to keep that spending flat around 2022 levels. So, they need to put forward something that indicates 
a willingness to cut spending in a big way and actually have that pass the House. If it can pass the House, then that sets up 
the Republicans’ negotiating position with the White House to try to actually get some big spending cuts. 

However, we anticipate that defense spending won’t be cut given the 
war Ukraine and other geopolitical issues. And if you were to put all of 
the potential cuts on the non-defense side of the ledger, it would be 
pretty politically untenable. So, all together, we think that 
negotiations will be forced to happen. They’ll need to come up with 
smaller cuts, other fiscal reforms (or the promise of them), or even other 
legislation that gets added to the debt ceiling to get it across the finish 
line. But ultimately, we think this might go down to the wire again, just 
like we've seen in the past. Congress likes to act just before a deadline, 
and that's going to create some market volatility. Ultimately, our view 
is that the U.S. is unlikely to default. There are a lot of members who 
were there for the 2011 debt ceiling fight, and they do not want to play 
with the full faith and credit of the United States. So, if we get down to 
the wire, there is probably a solution that the moderate members of both 
parties will reach to come together to avoid a default. There’s just a lot 
of time before we figure out what that ultimate resolution will be. 
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IMPORTANT DISCLOSURES 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index. 

This communication was prepared by Strategas Securities, LLC (“we” or “us”). Recipients of this communication may not 

distribute it to others without our express prior consent. This communication is provided for informational purposes only and 

is not an offer, recommendation or solicitation to buy or sell any security. This communication does not constitute, nor should 

it be regarded as, investment research or a research report or securities recommendation and it does not provide information 

reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material fact 

regarding any company, industry or security. Additional analysis would be required to make an investment decision. This 

communication is not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance 

of any particular client and is not presented as suitable to any other particular client; therefore, this communication should 

be treated as impersonal investment advice. The intended recipients of this communication are presumed to be capable of 

conducting their own analysis, risk evaluation, and decision-making regarding their investments.  

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify the 

intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning of MiFID II 

and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on an independent basis 

and are not “investment advice” or “personal recommendations” within the meaning of MiFID II and the rules of the UK 

Financial Conduct Authority.  

The information in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee 

its accuracy. The information is current only as of the date of this communication and we do not undertake to update or 

revise such information following such date. To the extent that any securities or their issuers are included in this 

communication, we do not undertake to provide any information about such securities or their issuers in the future. We do 

not follow, cover or provide any fundamental or technical analyses, investment ratings, price targets, financial models or 

other guidance on any particular securities or companies. Further, to the extent that any securities or their issuers are 

included in this communication, each person responsible for the content included in this communication certifies that any 

views expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same 

and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly 

disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained 

in this communication.  

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered investment 

adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. Strategas Securities, 

LLC is also affiliated with and wholly owned by Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA 

member firm, although the two firms conduct separate and distinct businesses.  

A complete listing of all applicable disclosures pertaining to Baird with respect to any individual companies mentioned in 

this communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-

disclosures.aspx.  

You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, 

Milwaukee, WI 53202. 
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