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US Debt Default and Cryptocurrencies


By: �HYPERLINK "http://www.ProfitableInvestingTips.com"�www.ProfitableInvestingTips.com�


As of January 19, 2023, the United States government owes money in excess of its legal debt ceiling. Congress has entered into what has become a yearly game of “�HYPERLINK "https://article.page/Vol1146" \t "_blank"�chicken�” in which both Republicans and Democrats are competing to see who can make the other back down. Republicans want to extract legislation to reduce spending (and benefits) on programs like Social Security and Medicare while Democrats say that the debt ceiling has to do with money already spent, debts incurred, and money owed. The worst result of any game of “chicken” is when neither side backs down and two cars crash head on, the Cuban Missile Crisis turns into a nuclear war, or the US defaults on its debt and the full faith and credit of the US government turns out to be a joke. Bitcoin and the rest were supposed to be immune from things that affect traditional currencies. Are US debt default and cryptocurrencies related and, if so, how?


What Is a Debt Ceiling Crisis?


To put things in perspective, since 1960 Congress has had to raise, extend, or change the definition of the �HYPERLINK "https://article.page/Vol1147" \t "_blank"�national debt seventy-eight times�. The last years that the US government ran a surplus were from 1998 to 2001 which were the �HYPERLINK "https://en.wikipedia.org/wiki/Economic_policy_of_the_Bill_Clinton_administration" \l ":~:text=These%20factors%20helped%20bring%20the,1993%20to%2031.4%25%20in%202001." \t "_blank"�last years of the Clinton administration� and the first year of the Bush administration when Republicans drastically cut taxes. The last time before that was in 1961. So, raising the debt ceiling has become a yearly ritual. Unfortunately, there are times, like in 2011 during the Obama Administration, when one political party or the other turns the annual ritual into a game of “chicken” to who will back down before the creditworthiness of the US government is destroyed. It is of note that as a result of these shenanigans in 2011 Standard and Poor’s downgraded US debt (Treasuries) from AAA to AA+.


How Might US Debt Default and Cryptocurrencies Be Related?


So, this sounds like a real mess and would seem to be the kind of thing for which Bitcoin and the rest were invented. Bitcoin was supposed to be an independent financial system letting people buy and sell via the internet free of middlemen and free of excessive government interference. Theoretically, Bitcoin and then the rest were supposed to provide a safe haven in times of financial distress, a hedge against inflation, a safe way to protect assets during times of war and political unrest, and an asset class that move independently from stocks, bonds, real estate, etc. What has become clear over the last year of the �HYPERLINK "https://article.page/Vol1148" \t "_blank"�crypto winter� as Bitcoin made its way down successively lower �HYPERLINK "https://article.page/Vol1149" \t "_blank"�price plateaus� was that it tracks pretty closely with the Nasdaq except for when another major �HYPERLINK "https://article.page/Vol1150" \t "_blank"�crypto exchange goes bankrupt�.


Bitcoin As a Risk On Asset


Investors frequently choose investments that have the potential for greater profits than other investments do. The difference between the two types of investments is commonly that the investment with greater profit potential also comes with �HYPERLINK "https://capital.com/risk-assets-definition" \t "_blank"�greater risk�. If you look at how Bitcoin did from early 2017 until the present you see huge swings in value that provided impressive gains for those who got in and out at the right times and impressive losses for those whose market timing basically sucked. Thus we look at Bitcoin as a risk on asset. Now we are looking at a market that could face huge price swings up and, especially, down if the current debt ceiling game of “chicken” gets as bad as 2011, or God forbid, goes to a point where are of the “�HYPERLINK "https://article.page/Vol1151" \t "_blank"�extraordinary measures�” being taken by the US Treasury to move money around run out and the US actually defaults on payments of the national debt.


How Will Bitcoin React to a Potential Debt Default?


Yahoo Finance has an interesting discussion of how the US Treasury moving money from one account to another, delaying payments that it can, and finding creative ways to keep the US out of default on its debts as long as possible will drive markets and, potentially, the �HYPERLINK "https://article.page/Vol1152" \t "_blank"�value of Bitcoin�. Their opinion, like that of everyone else is that if a debt default actually happens it will be devastating for markets worldwide and, because Bitcoin has been shown to track with Nasdaq and other stock market assets, it might be hard to predict a bottom for any of them.


For more insights and useful information about investments and investing, visit �HYPERLINK "http://www.ProfitableInvestingTips.com"�www.ProfitableInvestingTips.com�.


Educational Resources


Click the links below to get your�FREE training materials.��Free Weekly Investing Webinars�Don’t miss these free training events!�� HYPERLINK "http://www.profitableinvestingtips.com/free-webinar" �http://www.profitableinvestingtips.com/free-webinar���Forex Conspiracy Report�Read every word of this report!�� HYPERLINK "http://www.forexconspiracyreport.com" �http://www.forexconspiracyreport.com���Get 12 Free Japanese Candlestick Videos�Includes training for all 12 major candlestick signals.�� HYPERLINK "http://www.candlestickforums.com" �http://www.candlestickforums.com�





Disclaimer:  Trading and investing involves significant financial risk and is not suitable for everyone.  No content on this document should be considered as financial, trading, or investing advice.  All information is intended for educational purposes only.





























