Macro Economic Overview / October 2023

A federal government shutdown was averted on September 30th, when Congress voted to fund government
operations until mid-November. Volatility in the financial markets increased during September, as
uncertainty surrounding a resolution persisted. The possibility of a shutdown will evolve again in
November, as Congress once again deliberates on the passage of the federal budget. Should a shutdown
occur, the impact on the economy would initially be mild as previous shutdowns, and possibly expanding as
millions of government workers go without salary. Private sector contractors would also be impacted with
delayed payments, while consumer uncertainty hinders spending.

The federal government shutdown dilemma has increased the possibility of a credit downgrade by Moody'’s,
the last agency with a AAA rating on government debt. Credit agencies S&P and Fitch have already lowered
their ratings on U.S. government debt to AA+, down from the top tier rating of AAA. Another downgrade is
expected to make it more costly for the government to borrow funds and maintain already excessive debt
levels. The last downgrade was on August 1st when Fitch lowered its rating to AA+ from AAA.

A shutdown of the federal government is expected to affect only government operations and payments that
are not funded by permanent appropriations. Those funded by permanent appropriations such as the
Postal Service, entitlement programs such as Social Security and Medicare, will not be affected. Other
essential and critical departments and agencies of the government would also continue operations, such as
the Defense Department and the Treasury Department. Scheduled debt payments such as on Treasury bills,
notes and bonds would also continue to be made.

Relentless rising oil prices are hindering portions of the economy, inflicting rising costs on transportation,
manufacturing, and food distribution. Equity
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