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Looming Government Shutdown 
 

• A government shutdown could happen as early as next week. 

• Government shutdowns are not new, and this would be the 22nd shutdown since 1976. 

• Market volatility could ensue, but shutdowns typically have little lasting impact on economic growth. 

As each day passes, it is becoming more likely the U.S. will have a government shutdown next week. Investors are 
grappling with this possibility, so we wanted to explain what is happening and what this means for markets and your 
investments. You may be confused because earlier this year Congress debated the debt ceiling and the U.S. risked 
defaulting on government debt. Now, we have a government shutdown that appears imminent, so let’s break down what 
is happening before we discuss what this means for your investments and portfolios. 
 
Earlier this spring, we witnessed a divided Congress unable to pass a bill to increase the debt ceiling, which forced the 
U.S. Treasury to take extraordinary measures to continue to pay its debt, such as U.S. Treasury bonds. Congress had 
already passed spending bills authorizing spending until 9/30, however, those bills authorized spending that exceeded 
tax revenues collected, causing a deficit. This required the government to take on more debt and breach the debt ceiling. 
Thus, the debt ceiling needs to be raised. Ultimately, this debate was not about the debt ceiling and was about spending. 
The debate forced spending compromises including non-defense discretionary and IRS spending, and claw backs in 
COVID-19 aid. Additionally, some work requirements for federal aid were tightened and student loan repayments were 
set to resume. 
 
Now we are approaching the government’s fiscal year end, September 30, and Congress needs to pass 12 annual 
appropriation bills to fund discretionary spending. If these bills do not pass, it would require a shutdown as some federal 
government agencies will not be able to pay workers. It should be noted there could be a partial shutdown, where some 
appropriation bills are passed but not all 12. Currently, none of the appropriation bills have passed, so this could indicate 
a full government shutdown soon. Non-essential federal workers would be furloughed, and workers deemed essential 
would continue to work without pay. However, government employees would likely receive back pay once Congress 
agrees on a bill. Congress could potentially avoid a shutdown, by passing a short-term stop-gap spending bill to keep 
the government open while they continue to negotiate, but this could also just delay a government shutdown if a deal 
isn’t met by the end of the stop-gap deadline. It is important to point out that spending on Social Security, Medicare, 
unemployment benefits, and payments for interest on the debt continue during a shutdown. 
 
What does this mean for your investments? Ultimately, this depends on whether the shutdown is a partial or a full 
shutdown and how long the shutdown persists. However, the shutdown will likely have little impact on economic growth 
and much of the impact will be reversed when the government reopens. The good news is that this is happening at a 
time when economic growth is positive. Though something to watch is that a potential shutdown is occurring when 
student loan repayments are set to begin, tax bills in California are due, and energy prices have surged. The possible 
cumulative effect on all of these could impact the consumer. Perhaps the biggest impact could be due to credit agencies 
putting the U.S. debt on negative credit watch. Fitch already downgraded the U.S. debt in September due largely to the 
debt ceiling debates. Failing to pass a spending bill on time could cause bond yields to rise further and increase 
borrowing costs for potential homeowners and businesses. A shutdown would also impact the Federal Reserve (Fed) 
as government data would be delayed if government agencies were not working. The Fed has said repeatedly that it is 
data- dependent when it comes to formulating its monetary policy, so a lack of economic data could cause them to 
pause interest rate moves until it gets a better picture of the data. 
 
In the end, a shutdown would likely cause volatility in markets, but have little lasting impact on economic growth. The 
Fed may be less reluctant to raise interest rates again, but it was already questionable if they would raise another time 
this year. This is also a highly political issue and there will be many sensational headlines in the news. It is important 
not to get distracted by these headlines. Your financial professional can help you stay focused on your own personal 
financial goals. As always, please contact your financial professional with any questions on tailoring the appropriate 
portfolio to your personal situation. 

 
  

 
  



 

This report is created by Cetera Investment Management LLC. For more insights and information from the team, follow 
@CeteraIM on Twitter. 
 

About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. Cetera 
Investment Management provides market perspectives, portfolio guidance, model management, and other investment advice 
to its affiliated broker-dealers, dually registered broker-dealers and registered investment advisers. 
 
About Cetera Financial Group 
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, 
Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera 
Investors), and Cetera Financial Specialists LLC. All firms are members FINRA / SIPC. Located at 655 W. Broadway, 11th 
Floor, San Diego, CA  92101. 
 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive 
transaction-based compensation (commissions), Investment Adviser Representatives who offer only investment advisory 
services and receive fees based on assets, or both Registered Representatives and Investment Adviser Representatives, who 
can offer both types of services. 

The material contained in this document was authored by and is the property of Cetera Investment Management LLC. Cetera 
Investment Management provides investment management and advisory services to a number of programs sponsored by 
affiliated and non-affiliated registered investment advisers. Your registered representative or investment adviser representative 
is not registered with Cetera Investment Management and did not take part in the creation of this material. He or she may not 
be able to offer Cetera Investment Management portfolio management services. 

Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal advice to any 
individual without the benefit of direct and specific consultation with an investment adviser representative authorized to offer 
Cetera Investment Management services. Information contained herein shall not constitute an offer or a solicitation of any 
services. Past performance is not a guarantee of future results. 

For more information about Cetera Investment Management, please reference the Cetera Investment Management LLC Form 
ADV disclosure brochure and the disclosure brochure for the registered investment adviser your adviser is registered with. 
Please consult with your adviser for his or her specific firm registrations and programs available. 

No independent analysis has been performed and the material should not be construed as investment advice. Investment 
decisions should not be based on this material since the information contained here is a singular update, and prudent 
investment decisions require the analysis of a much broader collection of facts and context. All information is believed to be 
from reliable sources; however, we make no representation as to its completeness or accuracy. The opinions expressed are 
as of the date published and may change without notice. Any forward-looking statements are based on assumptions, may not 
materialize, and are subject to revision. 

All economic and performance information is historical and not indicative of future results. The market indices discussed are 
not actively managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor for more 
information. 

Additional risks are associated with international investing, such as currency fluctuations, political and economic instability, 
and differences in accounting standards. 
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
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