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Center Stage: The Debt Ceiling Debate 

Over the weekend, Secretary Yellen repeated that the Treasury will lose its ability to use “extraordinary measures” 

as soon as June 1st to fund the government. Our best guess is that Treasury could extend this “soft” deadline 

to the following week, probably until Friday June 9th but not much further. The Treasury would lose credibility 

if the old, late July deadline was reimposed. The Congressional Budget Office also gave a similar deadline. 

Tomorrow, President Biden meets with GOP House Leader McCarthy, Minority Leader Jeffries as well as 

Senators Schumer and McConnell. A deal extending beyond the 2024 Presidential Election is going to happen, 

but it may still come down to the 11th hour as almost all debt ceiling battles have in the past. The fact that a recent 

ABC News/Washington Post poll shows the public placing nearly equal blame on each side in the event of default 

is one key reason why it will not happen. But there is another factor to consider as well. 

The Republicans only have a nine seat majority which means Speaker McCarthy can afford to lose only 

four votes. This was not the case in 2011 when the GOP held a record 49 seat majority. Back then, Speaker 

Boehner had to contend with a vocal “tea party” caucus that wanted substantial spending cuts from the Obama 

Administration. Implicitly, this made a deal more difficult as the GOP struck a hard stance. 

Aside from today’s much smaller majority, there are 18 current GOP House members that come from districts 

that Biden won. As we get closer to the early June X-date and financial markets likely tumble, GOP “moderates” 

may force a deal.  

However, the fact we expect a debt ceiling agreement does not mean one is imminent. History tells us that 

deals do not get done until the last minute. There is no reason to think time will be different. As we can see in the 

chart below, the Treasury market shares this view. 

The four-week treasury bill is yielding substantially more than the six-month treasury bill, an oddity that 

reflects a nonzero probability of a missed interest payment or technical default. The sooner an agreement is 

brokered, the better for the economy and financial markets. 

 

 

3.2

3.6

4.0

4.4

4.8

5.2

5.6

Jan-23 Feb-23 Mar-23 Apr-23 May-23

%

4-week treasury bill 6-month treasury bill

Sources: FRB, Haver, SMBC Nikko 



 

 

 

 

 
 
 
Disclaimers 

This document is provided by SMBC Nikko Securities America, Inc. (“SMBC Nikko”), the US-registered broker-dealer affiliate 

of Sumitomo Mitsui Banking Corporation, for informational purposes only. This document was prepared by SMBC Nikko’s 
economist(s). The views statements, assumptions and forecasts expressed herein are those of the author(s) and do not reflect 

the judgment of any other person or of SMBC Nikko, it does not constitute an offer, or solicitation of the sale or purchase, of 
securities or other investments. The information contained herein is obtained or derived from sources believed to be reliable, 

but SMBC Nikko and the author(s) make no representations as to its accuracy or completeness. In some cases, such 
information may be incomplete or summarized. This document has been prepared based on assumptions and parameters 

determined by the economist(s) in good faith. The assumptions and parameters used are not the only ones that could have 
been selected, and therefore no guarantee is given as to the accuracy, completeness, or reasonableness of any such 

quotations, disclosures, or analyses. Past performance is not a reliable indicator of any future results. 

This document has been prepared for and is directed at institutional investors and other market professionals and is not 
intended for use by retail customers. It does not take into account any specific investment objective, financial situation, or 

particular need of any recipient.  The information contained herein should, for whatever purpose, be used solely at the 
discretion and responsibility of the recipient. SMBC Nikko and its affiliates do not accept any liability or responsibility for any 

results in connection with the use of such information. Recipients are responsible for making final investment decisions and 
should do so at their own discretion after conducting a careful examination of all documentation delivered prior to execution, 

explanatory documents pertaining to listed securities, prospectuses, and other relevant documents, and their own independent 
analysis and assessment of the merits of any transaction. The financial instruments discussed may be speculative and may 

involve risks to principal and interest. 

Conflicts of Interest Disclosures 

The views statements, assumptions and forecasts expressed herein may differ from those expressed in globally branded 

research produced by SMBC Nikko or its affiliates. The trading desks of SMBC Nikko and its affiliates trade or may trade as 
principal in the financial instruments that are the subject of this material, and the author(s) of this document may have 

consulted with the trading desks while preparing this document. The proprietary interests of SMBC Nikko and its affiliates may 
conflict with those of the recipient. SMBC Nikko and its affiliates may seek to do business with the companies mentioned in 

this material and the trading desks may have accumulated, be in the process of accumulating, or accumulate long or short 
positions in the financial instruments mentioned and may have acquired them at prices no longer available. The trading desks 

may also have or take positions inconsistent with the views expressed in this document or may have already traded on those 

views.   

This material is not a research report, and neither this material nor its author(s) is subject to SMBC Nikko policies and 

procedures that apply to the globally branded research reports and research analysts of SMBC Nikko and its affiliates or to 
legal requirements designed to promote the independence of investment research. It is not subject to any prohibition on 

dealing ahead of the dissemination of investment research. This means that on the date of this document, SMBC Nikko, its 
affiliates, and their respective directors, representatives, or employees, may have a long or short position in any of the 

instruments mentioned in this document and may make a market or trade in instruments economically related to the securities, 

derivatives or other underlying assets mentioned herein, in each case either as principal or as agent. 

No part of the author(s) compensation was, is, or will be, directly or indirectly related to the specific recommendations or views 

expressed herein. The personal views of authors may differ from one another. 

Distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. 

Recipients of this document are required to inform themselves of and comply with all such restrictions or prohibitions. 

 

 


