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Debt Ceiling Deal Between White House And GOP Reached In Principle

Description

The White House and GOP negotiators have reached an agreement in principle to raise the US debt
ceiling, averting a default.

The deal raises the debt limit and keeps non-defense spending ‘near flat’ for two years, while
cutting and capping various federal programs, the NY Times reports. After 2025, however, there will
be no budget caps.

Really?

— Elon Musk (@elonmusk) May 28, 2023

It was structured with the aim of enticing votes from both parties, though it would most likely
draw the ire not only of conservative Republicans but also Democrats furious at being
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asked to vote for cuts they oppose with the threat of default looming.

If the progressives or the Freedom Caucus don’t blow it up, the plan has a chance of Congressional
passage before June 5, the date Treasury Secretary Janet Yellen has warned any deal must be
finalized by in order to avoid hitting the “X-date”, when the Treasury can no longer meet its obligations.

“After weeks of negotiations, we have come to an agreement in principle,” said House Speaker Kevin
McCarthy, adding that there are “historic reductions in spending” and “consequential reforms.”

“There are no new taxes, no new government programs,” McCarthy continued, adding that they
would be spending tonight writing the agreement.

McCarthy expects a vote on Wednesday.

In the House, Republicans hold a narrow majority — meaning unhappy right-wing lawmakers who have
demanded significantly larger budget cuts in exchange for raising the ceiling may hold it hostage
(lookin” at you Gaetz).

Obligatory “What is this? A spending cut for ants!|” since nobody else did it
pic.twitter.com/qXv88IHPDu

— ?? (@tradesly_io) May 28, 2023

That said, McCarthy can at least say he tried — inking in principle a compromise that would effectively
freeze federal spending that had been slated to expand. McCarthy and Biden spoke by phone on
Saturday to hammer out the final sticking points.

White House budget director Shalanda Young, senior adviser Steve Ricchetti, and
legislative affairs director Louisa Terrell crafted the deal with Representatives Garret
Graves, a Louisiana Republican, Patrick McHenry, a North Carolina Republican, and
McCarthy's chief of staff, Dan Meyer. —Bloomberg

The White House issued a Saturday night statement largely echoing McCarthy’s — noting that the
agreement “represents a compromise, which means not everyone gets what they want.”
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Statement from President Joe Biden on Bipartisan Budget Agreement in
Principle

Earlier this evening, Speaker MeCarthy and I reached a budget agreement in prineiple.

It is an important step forward that reduces spending while protecting eritical programs for
working people and growing the economy for everyone. And, the agreement protects my
and Congressional Democrats’ key priorities and legislative accomplishments.

The agreement represents a compromise, which means not everyone gets what they want.
That’s the responsibility of governing.

And, this agreement is good news for the American people, because it prevents what could
have been a catastrophic default and would have led to an economic recession, retirement
accounts devastated, and millions of jobs lost.

Ower the next day, our negotiating teams will finalize legislative text and the agreement will

go to the United States House and Senate. I strongly urge both chambers to pass the
agreement right away.

Needless to say, Democrats are not happy.

Wouldn't it be nice if the White House told Dems at the same time what is going on?
https://t.co/JATPnn7YXY

— Jared Moskowitz ? (@JaredEMoskowitz) May 28, 2023

As we noted yesterday, a deal needed to materialize — and fast, as the Treasury’s cash balance has
dwindled dangerously low.

Treasury Cash Balance
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Putting this “deal” in context, the plan passed by the House GOP would reduce fiscal year '24
spending by $130bn, or about 0.5% of GDP (setting aside the deficit saving from rescinding student
debt forgiveness, which hasn’t been implemented yet and which may be struck down by the high
court). At the other end, according to reports which indicate the White House may cap FY24
discretionary nondefense spending at FY23 levels would reduce spending by about 0.1% of GDP
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relative to a plausible baseline. So, the federal spending reduction for FY24 could range from 0.1% to
0.5% of GDP. The final “compromise” outcome —which may be announced as soon as Friday-
will be a 0.2% spending cut.

* * %

Of course, this episode of can-kicking will be much like the next, and the next, until...

‘l:
D.a.ht Federal debi held |1:|' ihe |1|.|Hi-r 1 Fm'-iq.\.'n'd to rise from 98 prercent of GDP in 23 o
118 percent in 2033—an average incncase of 2 percentage points per vear. Over thar periodd,
the growth of interest costs and mandarory spending ouepaces the growth of revenues and the
coonsomy, driving up debe. Those Facton, persist beyond 2033, pushing federal debe higheer still,
to 195 percent aof GDI in 2053,

Federal Debt Held by the Public, 1900 to 2053
Peiceriage of Gross Domestic Product

180 -
160
140
1
0
By ¢
Bl
an -
0 ¢

]

Dwetit Is projected 1o rise in relation
to GOP, mainky because of increasing
Inkerest costs amd the growth of
spending on major health care
peograms and Sockal Security.

1903 1993 1923 1533 1943 1953 1963 1973 1583 1993 2003 2013 20@3 1033 2043 2053
Lo Figuee 1.2 on poge It

by Tyler Durden
Category

1. Economy-Business-Fin/Invest
2. Main
3. Politics-Geopolitics-Gov.-Events

Date Created
05/29/2023

Page 4
Footer Tagline


https://www.zerohedge.com/s3/files/inline-images/image(25).png?itok=u2kqvFr7

