


What is the debt ceiling?

The debt ceiling, or debt limit, is the cap on how much the federal government is authorized to borrow to fund its financial 

obligations. It does not authorize new spending, but rather funds existing spending Congress has already agreed upon. 

The current debit limit is $31.381 trillion, which was reached on January 19, 2023. 

Why do we have a debt ceiling?

The debt limit was instituted in 1917. Prior to that, the Treasury had to seek permission from Congress each time it needed to 

issue bonds to pay its bills. The debt limit streamlined that process.  

Why is this an issue now?

The debt limit was reached on January 19, 2023. However, the U.S. did not automatically default on meeting its obligations above

the debt limit because it can draw on funds in the Treasury General Account (TGA), the federal government’s operational 

account at the Federal Reserve. It can also employ “extraordinary measures”, which essentially includes suspending 

investment/reinvestment in certain government pension funds for a period and making them whole once the debt ceiling issue has 

been resolved. 

The government can meet its obligations until these two sources are depleted. The date on which funding runs out is the “X-

date”. The current estimate for the X-date is early June, although there is considerable uncertainty around this estimate. 

The debt ceiling can be raised or suspended, as it has 102 times since World War II, but lawmakers are currently at an impasse.



The 2023 federal budget Federal budget surplus/deficit

CBO Baseline forecast, USD trillions % of GDP, 1990 – 2033, CBO Baseline Forecast

Federal net debt (accumulated deficits)
% of GDP, 1940 – 2033, CBO Baseline Forecast, end of fiscal year

CBO's Baseline economic assumptions

2023 '24-'25 '26-'27 '28-'33

Real GDP growth 0.3% 1.9% 2.4% 1.9%

10-year Treasury 3.8% 3.8% 3.8% 3.8%

Headline inflation (CPI) 5.7% 2.8% 2.1% 2.2%

Unemployment 4.3% 4.9% 4.5% 4.5%

Medicare & 
Medicaid: 

$1,588bn (26%)

Income: 
$2,523bn (41%)

Social 
Security: 

$1,336bn (21%)

Corporate: $475bn (8%)

Defense: 
$891bn (14%)

Social 
insurance: 

$1,562bn (25%)

Non-defense 
disc.: $932bn 

(15%)

Net int.: $640bn (10%)

Other: $251bn (4%)

Other: $834bn (13%)
Borrowing: $1,410bn (23%)
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Estimated funding available in excess of the federal debt limit as of January 19, 2023
USD billions



Funding available if $200bn deficit in May and $75 billion in June

USD billions

Funding available if $300bn deficit in May and $100 billion in June

USD billions
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https://www.cbo.gov/system/files/2023-05/59130-Debt-Limit.pdf


Market performance around U.S. credit downgrade
2011

Market performance around U.S. government shutdown
2018-2019
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1. Raise or suspend the debt ceiling. The debt ceiling has been raised or suspended 102 times since World 

War II.

2. Prioritize debt payments over other obligations. While it is possible, it is unclear that operationally the 

systems and procedures in place are equipped for this.

3. Invoke the 14th amendment. The Public Debt Clause in the 14th amendment states, “The validity of the public 

debt of the United States… shall not be questioned.” This is subject to legal interpretation and could get tied up 

in the courts. 

4. The Treasury could issue a trillion-dollar coin. This coin could be deposited at the Fed in exchange for 

funds in the Treasury General Account. This has been broadly dismissed by central bankers. 
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