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U.S. Debt Ceiling: a brief overview  

The Debt Ceiling is a legislative limit set by the United States Congress on the maximum amount of debt the federal government 

can borrow to fund its operations. The system was created during World War 1 to simplify borrowing. Before then, any new spending 

measure required approval from Congress. The current debt limit is $31.381 trillion and was reached in late January. Since then, the 

U.S. treasury has invoked “extraordinary measures” so that the U.S. can pay its bills and avoid default; however, these funds could 

run out as early as June 1st.  

 

Historically, when the U.S. reached its maximum allotted debt, Congress would raise the debt ceiling, which enables the U.S. 

government to borrow more money to pay its obligations. This occurs quite regularly, as Congress has raised the debt ceiling 78 

times since 1960. If the U.S. were to default, there would be a pause on tens of billions of dollars of payments, including social 

security, Medicare, and interest on past debt. This would likely lead to downgrades of the country’s credit rating, increased 

borrowing costs, and broader economic instability. 

 

What is currently happening?  

The Republicans, who have a majority in the United States House of Representatives, want to cut government spending and refuse 

to raise the debt ceiling until they can arrange a deal with The Biden Administration. There have been ongoing negotiations amongst 

the two parties, with both parties stating that the U.S. government will not default and that they are making progress towards an 

agreement on the budget. In terms of the deal, cuts to Medicare and Social Security have already been ruled out and a reduction in 

Covid-19 relief funds is largely agreed upon amongst both parties. Sources say they are $70 billion apart in a deal that will be worth 

well over $1 trillion.  

 

Outlook   

Both parties are eager to come up with resolution to this issue. Although the situation is quite fluid, it looks like progress is being 

made. This will only have a short-term impact, if any, on our portfolios caused by market uncertainty. If equities decline in the 

coming days due to reasons related to the debt ceiling, they will recover once a deal is reached and the ceiling is raised. Hence, we 

will take advantage of the potential price weakness if the situation drags on by adding to the quality companies that we already own 

in the portfolios. 

 

 

 

 

 

Sources: CI Global Asset Management as of May 29, 2023. 

 

 

 

 

 

 

 



 

 

 
For more information, please visit ci.com.  
 
 
 
 

IMPORTANT DISCLAIMERS 

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment advice, or construed as 
an endorsement or recommendation of any entity or security discussed. Every effort has been made to ensure that the material contained in this document is 
accurate at the time of publication. Market conditions may change which may impact the information contained in this document. All charts and illustrations in this 
document are for illustrative purposes only. They are not intended to predict or project investment results. Individuals should seek the advice of professionals, as 
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any changes to their investment 
strategies.  

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to 
future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar 
expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties, and actual results, 
actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numerous 
assumptions. Although the FLS contained herein are based upon what CI Global Asset Management and the portfolio manager believe to be reasonable 
assumptions, neither CI Global Asset Management nor the portfolio manager can assure that actual results will be consistent with these FLS. The reader is cautioned 
to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically disclaimed that there 
is any intention or obligation to update or revise FLS, whether as a result of new information, future events or otherwise.  

Certain names, words, titles, phrases, logos, icons, graphics, or designs in this document may constitute trade names, registered or unregistered trademarks or 
service marks of CI Investments Inc., its subsidiaries, or affiliates, used with permission.  All other marks are the property of their respective owners and are used 
with permission. 

CI Global Asset Management is a registered business name of CI Investments Inc.  
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