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THE DEBT CEILING FIGHT

Current Status



SOURCE: Clearanomics, U.S. OMB

THE DEBT CEILING FIGHT

Federal Budget Deficit to GDP



THE DEBT CEILING FIGHT

How the Debt Ceiling Works

When the U.S. 

needs 

authorization to 

spend more 

money

Congress votes 

to lift the debt 

ceiling …

Which allows the 

country to 

borrow more 

money



SOURCE: Clearanomics, U.S. OMB; latest data point October 2022

THE DEBT CEILING FIGHT

Federal Debt to GDP



THE DEBT CEILING FIGHT

History and Facts

Created by a 1917 

federal law 

meant to help 

fund WWI 

without creating 

too much debt

2011 debt limit 

crisis led to first 

ever reduction in 

the federal 

government’s 

credit rating, 

sparking weeks 

of market 

volatility 

Raising the 

debt ceiling 

provides the 

Treasury the 

ability to pay 

for things on 

which the 

Federal 

government has 

already spent or 

decided to 

spend

Congress 

has raised 

the debt 

ceiling 102 

times since 

WWII

Globally, several 

countries –

Portugal, Ireland, 

Italy, Greece and 

Spain (PIIGS) –

faced significant 

debt issues in 

2011



THE DEBT CEILING FIGHT

89 Debt Ceiling Increases Since 1959

SOURCE: Carson Investment Research
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THE DEBT CEILING FIGHT

Potential Paths Moving Forward

Impossible to balance budget this year yet debt ceiling needs to be raised

Last minute prioritization– what to pay for first

14th amendment likely to be challenged by Supreme Court

Trillion dollar coin 

Kick the can down the road

Bipartisan bill raising the debt ceiling



THE DEBT CEILING FIGHT

Likely Scenarios

Kick the can down the road Compromise Default on debt Political theatre and media 

magnification



THE DEBT CEILING FIGHT

Likely Scenarios

Kick the can down the road Compromise Default on debt Political theatre and media 

magnification



SOURCE: Morningstar, Blackrock Investment Institute

THE DEBT CEILING FIGHT

Market Performance Around Previous Debt Ceiling Standoffs

2011 2013

U.S. Bonds U.S. Stocks U.S. Bonds U.S. Stocks

-5.0%

3.0%
9.7%

6.9%

3 months prior 1 year later

3.3% 0.6%

20.7%

4.4%

3 months prior 1 year later



Go to 

cash

Become 

more 

aggressive

Become 

more 

conservative

Stay the 

course and 

focus on 

long-term

THE DEBT CEILING FIGHT

What Are Your Options?
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Hughes Financial Services, LLC, is an independent Registered Investment Advisor (RIA) that works closely with individuals and families, helping them to

accomplish their unique financial goals through the allocation of their assets. We are a fee-only firm that seeks to adhere to the highest fiduciary

standards and provide clients with advice that is truly unbiased and has only our clients’ best interests in mind.

We offer our clients an impressive wealth of expertise in retirement and estate planning, investment and risk management, insurance, and education

planning. Our advisers hold a variety of professional designations and certifications and are well versed in a number of financial disciplines. Our combined

education and experience allows us to proudly offer you independent financial advice that you can trust.

Information in this presentation is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. This information is not

intended to be a substitute for specific individualized tax, legal, or investment planning advice. Please note that (i) any discussion of U.S. tax matters contained in this

communication cannot be used by you for the purpose of avoiding tax penalties; (ii) this communication was written to support the education of the matters addressed

herein; and (iii) you should seek advice based on your particular circumstances from an independent tax advisor. All examples provided are hypothetical and meant for

illustrative purposes only. State income tax laws can be different from Federal income tax laws depending on your state. Be sure to take this into account before making

any decisions. Individual situations will vary so please consult a tax advisor to address your specific situation.

Investing involves risk including the potential loss of principal. No investment strategy, such as asset allocation and rebalancing, can guarantee a profit or protect against

loss in periods of declining values. Please note that rebalancing investments may cause investors to incur transaction costs and, when rebalancing a non-retirement

account, taxable events will be created that may increase your tax liability. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 actively traded

“blue chip” stocks, primarily industrials, but includes financials and other service-oriented companies. The components, which range from time to time, represent

between 15% and 20% of the market value of NYSE stocks.

SOURCES: Morningstar; Blackrock Investment Institute; U.S. OMB; Clearanomicss; Carson Investment Research

2201 Cooperative Way ▪ Suite 150 ▪ Herndon, VA 20171

(703) 669-3660 ▪ FAX (703) 880-4905 ▪ www.h4fs.com



If you have questions about this presentation, please contact us at:

(703) 669-3660 or clientservices@h4fs.com
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