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Views on Washington Policy from Tom Block 

DC Forecast: Rising Temperatures and Hot Tempers 

The U.S. Congress returns next week from its July 4th holiday break, and 

representatives then have only three weeks before they leave Washington again for the 

traditional August recess. Nice work if you can get it. 

This abbreviated schedule leaves just over 30 legislative days for the Democrats in the 

House, the Senate Republicans, and the White House to come to an agreement on the 

budget for the new fiscal year prior to the October 1 deadline. While there has been one 

meeting between the senior White House staff and Congressional leaders, it didn’t’ 

include President Donald Trump. 

Complicating any potential budget agreement is the mandated sequester cuts of over 

$120 billion required by the Budget Control Act of 2011 (BCA), a compromise 

agreement reached under divided government during President Barack Obama’s 

Administration.  The deal included mandatory reduction in spending unless Congress 

takes specific action.  Since 2011 Congress and the White House have indeed passed 

two-year spending agreements, avoiding the sequester cuts, every year but 2013.   

The current suspension of BCA sequestration cuts covered fiscal years 2018 and 2019; 

therefore, a new suspension is required to avoid the cuts, which typically are divided 

between defense and non-defense spending.  The President and his Republican allies 

would like to forestall the $70 billion of defense cuts under sequestration but maintain 

the $50 billion in non-defense cuts.  This, however, is clearly unacceptable to the 

Democratic-controlled House; hence both sides are searching for a compromise. 

The past agreements have been for two years, to avoid the threat of a government 

shutdown and large cuts in an election year. However, President Trump likely relishes 

the idea of high drama over government spending on the eve of the 2020 presidential 

race. To date he’s not been willing to increase non-defense spending as part of a deal 

with House Democrats.  The legislative leaders would like to craft a two-year bipartisan 

spending deal and a two-year suspension of the debt limit. Short of action on the debt 

limit there could be a default on some government payments later this year. Not a 

particularly attractive prospect for markets. 

At that meeting a few weeks ago of Administration and Congressional leaders the White 

House staff suggested a continuing resolution (CR) for one year and reported that the 

President could support this deal.  The one-year CR would also take care of the debt 

ceiling for a year. Over the next few weeks, Congressional action will be likely 

consumed by the FY 2020 budget, in order to avoid a government shutdown, agreeing 

on a budget deal that again suspends the mandated sequestration cuts, and resolving 

the potentially devastating impact of a debt default. 

In the middle of all this, House Democrats will be further distracted as they attack 

President Trump on issues ranging from migrant children at the border to their 

continuing fight to get his tax returns.  Hot temperatures and hot tempers are likely to 

be the forecast for July in D.C. 
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Figure: Top Trump Tweets 

Economic Calendar 

From 07/08/19 – 07/12/2019 

NEXT WEEK'S MAJOR U.S. ECONOMIC REPORTS & FED SPEAKERS 

TIME (ET) REPORT PERIOD ACTUAL FORECAST PREVIOUS 

MONDAY, JULY 8 

3 PM CONSUMER CREDIT MAY -- $17 BLN 

TUESDAY, JULY 9 

6 AM NFIB SMALL BUSINESS INDEX JUNE -- 105.0 

8:45 AM JEROME POWELL TESTIMONY 

10 AM JOB OPENINGS MAY -- 7.5 MLN 

WEDNESDAY, JULY 10 

10 AM JEROME POWELL TESTIMONY 

10 AM WHOLESALE INVENTORIES MAY -- 0.8% 

2 PM FOMC MINUTES 

THURSDAY, JULY 11 

8:30 AM WEEKLY JOBLESS CLAIMS 6/29 N/A N/A 

8:30 AM CONSUMER PRICE INDEX JUNE 0.0% 0.1% 

8:30 AM CORE CPI JUNE 0.2% 0.1% 

2 PM FEDERAL BUDGET JUNE -- $72 BLN 

FRIDAY, JULY 12 

8:30 AM PRODUCER PRICE INDEX JUNE -- 0.1% 

Source: MarketWatch 
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