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POLITICS

Debt-Ceiling Talks Continue as Report
Warns of Possible June Default
Spending caps, energy-project approvals seen as promising areas in negotiations

By Richard Rubin Follow  and Natalie Andrews Follow

Updated May 12, 2023 4:30 pm ET

President Biden in a speech this week called for lifting the debt ceiling to avoid default. PHOTO: BRENDAN
SMIALOWSKI/AGENCE FRANCE-PRESSE/GETTY IMAGES

WASHINGTON—Congressional and White House staff plan to continue talks over the
weekend to avert a U.S. default, as lawmakers expressed increasing urgency about
reaching a deal and a nonpartisan report confirmed that the U.S. could fail to make
required payments in early June if Congress doesn’t act.

U.S. lawmakers are at a stalemate over raising the debt limit, which is critical to the
smooth functioning of the government and global economy. Republicans, who control the
House, recently passed a bill that would raise the borrowing limit while also cutting
government spending.

President Biden has insisted that lawmakers raise the debt limit without attaching any
other policy changes, while saying he was open to separate talks on taxes and spending.

The Congressional Budget Office said Friday that the U.S. government faces a significant
risk that it will be unable to pay all of its bills in the first two weeks of June unless the debt
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ceiling is increased, a projection largely in line with the latest estimate from Treasury
Secretary Janet Yellen.

The warning came on the day that Mr. Biden and congressional leaders had been supposed
to hold a second meeting to chart a path forward on lifting the debt ceiling, but the
meeting was postponed until next week. Staff-level discussions are expected to continue
through this weekend.

The exact timing and details of a debt-limit breach will remain uncertain through May, the
CBO said, because federal tax collections and spending might differ from projections.

If the government can get through the first two weeks of June without missing a payment,
it could potentially avoid a debt default or other missed payments until at least the end of
July, the CBO said. That is because of individual and corporate quarterly tax payments due
on June 15 and additional extraordinary measures that become available to the Treasury
Department at the end of June.

While Democratic leaders continue to insist they aren’t negotiating on spending as a
precondition for a debt-ceiling increase, people familiar with the discussions say spending
agreements, specifically capping spending in future years, are on the table. Negotiators
might look for a path in which Republicans can claim concessions in exchange for a debt-
limit increase while Mr. Biden can claim that there were two separate discussions.

People familiar with the discussions said the White House and Democrats have discussed
capping spending levels for two years, a proposal Republicans are resistant to. The bill
House Republicans passed last month capped spending levels for the next 10 years.

Other potential areas of compromise, according to people briefed on the matter, include
clawing back unspent funds approved by Congress to address the Covid-19 pandemic,
speeding up the permitting process for energy projects and possible spending caps.

Democrats have ruled out other GOP proposals such as tougher work requirements for
benefit programs or rolling back some parts of Mr. Biden’s Inflation Reduction Act, which
included hundreds of billions of dollars in clean-energy tax credits and expanded the
Internal Revenue Service. They also say Republicans’ plan to cut discretionary, nonmilitary
spending would hobble public services and harm Americans.

The White House continues to insist that the debt ceiling and spending are separate issues,
and Democrats have accused Republicans of playing a dangerous game with the debt
ceiling.
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“There’s no negotiation to be had on the debt ceiling. This is something that Congress
needs to do,” press secretary Karine Jean-Pierre said Friday. “The president is happy to
have a debate to compare what he’s put forth” against the Republican plan, she said.

“We’re running out of time to avoid a catastrophic default, and MAGA Republicans are
STILL playing Russian roulette with our economy,” tweeted Sen. Chris Van Hollen (D.,
Md.).

In contrast with the bill Republicans passed in the House that focuses on spending cuts,
Mr. Biden’s budget increases spending but also proposes tax increases on wealthy people
and large corporations, reducing deficits over the next decade.

“House Republicans have put a deal on the table. The president may not like it. Counter
with a deal,” said Sen. Bill Cassidy (R., La.) on Fox Business. “There are things the
president could come forward with that could make this easier.”

Mr. Biden “has failed to show any leadership,” tweeted Rep. Elise Stefanik (R., N.Y.).

Mr. Biden has said the administration is studying unilateral moves to avoid a default on the
debt or other missed payments, including invoking the 14th Amendment’s clause that the
public debt not be questioned. Treasury Secretary Janet Yellen said, however, that it was
“legally questionable” whether the Biden administration could rely on the 14th
Amendment to effectively ignore the debt limit, a ceiling that has been in place for more
than 100 years and raised periodically by Congress.

Mr. Biden is set to leave Washington on Wednesday for a roughly weeklong international
trip. While the president previously said he may consider postponing it, the White House
said on Friday that he is still expecting to go.

The Treasury Department has been using special accounting maneuvers since January to
avoid breaching the nation’s borrowing limit. Ms. Yellen has asked Congress to raise the
debt limit by June 1 to eliminate the risk that the U.S. wouldn’t be able to pay all its bills.

U.S. sovereign debt underpins much of the global financial system. A failure by the U.S. to
pay its bills on time could cause chaos in financial markets, lead to higher interest rates
and raise borrowing costs on U.S. debt. Missed payments on other U.S. obligations,
including on Social Security benefits, could also cause economic pain across the country.

Missed payments could happen even before the government runs out of money, according
to the CBO, because low cash balances would introduce unusual cash-management risks
for the Treasury.
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Appeared in the May 13, 2023, print edition as 'Debt Talks Continue Through Weekend'.

If payments are missed, according to the CBO, there could be distress in credit markets and
rapid increases in the government’s borrowing costs.

For now, the Treasury Department is relying on its cash balance, incoming tax revenue and
the accounting maneuvers, which it calls extraordinary measures, to cover federal
spending.

—Andrew Restuccia contributed to this article.
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