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A new Congress grapples with a familiar foe – the ‘debt ceiling’.  While concern is warranted, past instances 
have delivered relatively muted responses from markets, largely because resolutions have ultimately been 
achieved before stop-gap resources were exhausted. 
 
Whether or not this time is different will depend upon the progress of the upcoming political deliberations 
and investor perceptions of the potential for resolution in advance of the estimated deadline.  
 
2023 Debt Ceiling  
_____________ 
 
Primer 
 

• The debt limit signifies the maximum amount the U.S. government can borrow. The current limit is 
$31.4 trillion. The debt limit has been in place since 1917.  It has been raised or suspended 102 
times.1 

• The U.S. reached the current debt limit in January of this year, at which point the U.S. Treasury 
initiated a series of established steps, known as the “extraordinary measures,” that allows the 
government to continue borrowing money to meet its obligations. 

• Should those measures be exhausted before a new debt limit is passed by Congress, the government 
would be forced to delay making payments for some activities, default on its debt obligations, or 
both. 

 
Deadline 

• When the Treasury will run out of funds is not entirely clear.  Analyst estimates vary from June to 
August. 

• The latest Congressional Budget Office (CBO) projection notes that the final date will be determined 
by tax revenues the IRS receives in April. Should those revenues decline significantly from CBO’s 
estimates, “the extraordinary measures could be exhausted sooner, and Treasury could run out of 
funds before July,” CBO director Phillip Swagel said in a statement in February.2 

 
 

 
1 https://www.jpmorgan.com/wealth-management/wealth-partners/insights/debt-ceiling-drama-what-you-need-to-know 
2 https://www.cnbc.com/2023/02/15/debt-ceiling-us-is-projected-to-default-between-july-and-september-if-congress-doesnt-raise-limits-cbo-
says.html 
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Historical Market Impact 

• U.S. stock-market performance around 14 government shutdowns since 1980, as well as debt-limit 
fiascoes in 2011 and 2013, has shown no major consistent reaction to the political turmoil related to 
the debt ceiling. 

 
 
 
 
 
 
 



 

 
www.pacwealth.com 

11512 El Camino Real, Suite 350, San Diego, CA 92130 · 858.509.9797 · Fax 858.509.9984 · E-mail: contactus@pacwealth.com 
Financial planning and investment advisory services offered through Pacific Wealth Management, LLC ("PWM"), Registered Investment Advisor. This 
information is provided for general information purposes only and is not intended to provide specific investment advice. The information in this 
report should not be relied upon for tax reporting, accounting, or valuation purposes. The opinions referenced are as of the date of the 
communication and are subject to change due to changes in the market or economic conditions and may not necessarily come to pass. Some of the 
information given in this publication has been produced by unaffiliated third parties and, while it is deemed reliable, PWM does not guarantee its 
accuracy and makes no warranties with respect to results to be obtained from its use. This commentary contains forward looking statements and 
opinions, which may not develop as predicted.  It is our goal to help investors by identifying changing market conditions; however, investors should 
be aware that no investment advisor can predict changes that may occur in the market.  

 

The U.S. Debt Ceiling Battle and What It Could Mean for Markets 
Sound Management for a Secure Future 
 

         

 

• Returns of other asset classes have been mixed.  Not pictured in the chart below (due to scale) are 
shorter term U.S. treasuries, like the 3-month treasury bill which saw yields skyrocket up 800% in 2011 
and 900% in 2013 as fears over missed repayments soared.3 
 

 

Potential Risks 

• Unless Congress raises or suspends the debt limit, the federal government will lack the cash to pay all 
its obligations.  How damaging this scenario would be depends on how long the situation lasts, how 
it is managed, and the extent to which investors alter their views about the safety of U.S. Treasuries. 

• In October 2013, the Federal Reserve simulated the effects of a binding debt ceiling that lasted one 
month—during which time Treasury would continue to make all interest payments. It estimated that 
such an impasse would lead to the following: 

 
3 https://www.globalxetfs.com/chart-looking-back-at-past-debt-ceiling-crises/ 



 

 
www.pacwealth.com 

11512 El Camino Real, Suite 350, San Diego, CA 92130 · 858.509.9797 · Fax 858.509.9984 · E-mail: contactus@pacwealth.com 
Financial planning and investment advisory services offered through Pacific Wealth Management, LLC ("PWM"), Registered Investment Advisor. This 
information is provided for general information purposes only and is not intended to provide specific investment advice. The information in this 
report should not be relied upon for tax reporting, accounting, or valuation purposes. The opinions referenced are as of the date of the 
communication and are subject to change due to changes in the market or economic conditions and may not necessarily come to pass. Some of the 
information given in this publication has been produced by unaffiliated third parties and, while it is deemed reliable, PWM does not guarantee its 
accuracy and makes no warranties with respect to results to be obtained from its use. This commentary contains forward looking statements and 
opinions, which may not develop as predicted.  It is our goal to help investors by identifying changing market conditions; however, investors should 
be aware that no investment advisor can predict changes that may occur in the market.  

 

The U.S. Debt Ceiling Battle and What It Could Mean for Markets 
Sound Management for a Secure Future 
 

         

 

 80 basis point increase in 10-year Treasury yields 
 30% decline in stock prices,  
 10% drop in the value of the dollar  
 Mild two-quarter recession, leading to an increase in the unemployment rate of 1.25 

percentage points and 1.7 percentage points over the following two years. Such an increase in 
the unemployment rate today would mean the loss of 2 million jobs in 2022 and 2.7 million 
jobs in 2023.4 

Conclusion 
_____________ 
 
The consequences of a failed resolution to the debt ceiling battle are significant enough to compel an 
agreement in advance of the Summer 2023 deadline.  As the deadline approaches, market concern and 
potential volatility are likely to elevate.  Whether this precipitates something worse than what we have seen in 
previous debt ceiling battles will depend upon the degree of confidence market participants have in a timely 
political resolution.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
4 https://www.brookings.edu/2023/01/25/how-worried-should-we-be-if-the-debt-ceiling-isnt-lifted/ 
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Sound Management for your Secure Future 
_____________ 
 
Pacific Wealth Management is a fee-based, fiduciary firm offering comprehensive Retirement 
Planning expertise. 
 
Our disciplined retirement planning process includes: 

• Goals-Based Needs Analysis 
• Social Security Planning 
• Long-term Projections  
• Monte Carlo Analysis 
• 401(k), 403(b), 457 retirement plan analysis 
• Retirement Distribution Strategies 
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