
    

U.S. government debt ceiling and Fidelity money market funds

General debt ceiling questions

What is the debt ceiling?

The federal debt ceiling is a limit set by Congress on the 

amount of money that the U.S. Treasury can borrow to fund 

the government's operations, including making principal 

and interest payments on U.S. Treasury securities.

If U.S. government national debt levels bump up against 

the ceiling, then the Treasury Department must resort 

to other extraordinary measures to pay government 

obligations and expenditures until the ceiling is raised 

again. The debt ceiling has been raised or suspended 

numerous times over the years to avoid a default by the 

U.S. Treasury on its debt; if no compromise is reached, 

the government may decide to technically suspend the 

debt ceiling for a specific period or indefinitely, until an 

agreement is reached that would reimpose a limit at a 

higher level.

How does the debt ceiling impact U.S. treasuries?

Treasury securities are explicitly guaranteed by the full faith 

and credit of the U.S. government. U.S. Treasury securities 

are currently rated AAA by Moody's. S&P currently rates 

treasury securities AA+. Ratings are contingent on the 

continued economic health of the United States. Budget 

deficits leading to high levels of indebtedness, and other 

factors impacting the U.S. government's ability to meet its 

credit obligations, could affect the rating agencies’ analysis 

of the U.S. government’s ability to manage its long-term 

debt obligations.

What does the debt ceiling mean for investors holding 

government money market funds?

Consistent with federal regulations, money market mutual 

funds (including the Fidelity® Government Money Market 

Fund [SPAXX]; Fidelity Government Cash Reserves 

[FDRXX], or FIMM Government Funds) invest in debt 

securities with short maturities and minimal credit risk. 

Fidelity’s money market funds seek to provide security 

and safety for our customers’ cash investments. We place 

a strong emphasis on managing money market funds with 

sufficient liquidity to give you access to your cash on a 

daily basis, no matter the market conditions.

Our portfolio managers have managed the Fidelity funds 

through previous debt ceiling debates and periods of 

significant market volatility. We position our money 

market funds conservatively, including through any debt 

ceiling negotiations from time to time.

For more detailed fund information, visit fidelity.com 

or i.fidelity.com to explore our lineup of money market 

funds. On these fund pages, the “Composition” tab shows 

how the fund has allocated its portfolio across different 

types of securities as well as the fund’s liquidity levels, and 

by following the prospectus link you can see the specific 

individual securities held in its portfolio.

What does the debt ceiling mean for investors holding 

government money market funds?

By law, once the debt ceiling is reached and extraordinary 

measures are exhausted, the United States cannot borrow 

additional money to meet its expenditures.

Reaching the debt ceiling could lead to a technical default 

for the country. This practically would result in the U.S. 

government not being able to make payments on U.S. 

Treasuries, which could result in market impact. Such a 

situation could also cause some credit rating agencies to 

downgrade the ratings on long-term U.S. Treasury debt 

and inflict broader market volatility.



How would Fidelity’s fund management operations 

have been affected if the U.S. defaulted or missed a 

payment on its debt?

Fidelity maintains and regularly enhances detailed 

contingency plans for settlement, collateral management, 

and payment processing. These plans would incorporate 

standard industry practices that address any delay in U.S. 

Treasury debt payments.

How would Fidelity’s bond funds prepare during the 

debt ceiling debate?

We continuously evaluate market conditions and position 

our bond funds accordingly. Fidelity has extensive 

experience in managing through volatility and Fidelity’s 

taxable and municipal bond portfolios are positioned 

appropriately, to source liquidity as needed to meet 

redemptions and/or to reposition opportunistically to take 

advantage of shifting security valuations.

Money market fund questions

How are Fidelity money market funds positioned to 

withstand ongoing market volatility?

Safety and liquidity have always been, and will continue to 

be, our top-priority objectives in managing money market 

funds for our customers, no matter the market conditions. 

Our money market funds are positioned conservatively. 

Our funds invest in money market securities of high quality 

and maintain high levels of liquidity.

Do any Fidelity money market funds have allocations 

to direct U.S. Treasury holdings?

If applicable, current taxable fund allocations to direct 

U.S. Treasury holdings are available on individual fund 

pages online.

What is a repurchase agreement (repo)? What is repo 

“collateral”?

A repurchase agreement is a contract between a 

buyer and a seller for the sale and future repurchase 

of securities. On the effective maturity date, the seller 

repurchases the securities from the buyer, including a 

premium that is akin to accrued interest. Buying securities 

via repo agreements—often maturing the next day—is 

a relatively common practice by money market fund 

managers since it is generally low-risk and generates 

short-term income and liquidity for the fund.

Collateral refers to the type of eligible securities subject 

to the repo agreement. Collateral for Treasury repos is 

limited to securities issued by the U.S. Treasury, whereas 

collateral for government repos can include Treasury 

securities as well as securities issued or guaranteed by 

government agencies, including, among others, Fannie 

Mae, Freddie Mac, and the Federal Home Loan Bank. 

(Non-traditional repos involve a wider range of collateral.)

Fidelity’s money market funds only invest in repurchase 

agreements with the highest-quality financial institutions, 

ones that we would approve on an unsecured basis. The 

underlying collateral is repriced every day and must meet 

contractual requirements that determine the type of 

securities and additional margin needed.

If the U.S. is downgraded or defaults on certain of 

its debt obligations, will Fidelity's money market 

mutual funds be able to hold repurchase agreements 

collateralized by U.S. government securities?

Yes, Fidelity’s money market funds would be able 

to continue to hold repurchase agreements (repos) 

collateralized by U.S. Government securities. All repo 

collateral, including U.S. Treasuries, is marked-to-

market daily to ensure the value of the collateral meets 

the required percentage above the transaction size. In 

addition, the funds have the right to require their repo 

agreement counterparties to post additional collateral. 

Most of the repos that Fidelity’s money market funds 

currently hold have an overnight maturity, and the Federal 

Reserve (Fed) is a prominent counterparty.

Would Fidelity’s money market mutual funds be able 

to hold U.S. Treasury debt if the long-term or short-

term government credit ratings were downgraded?

Even if one or more rating agencies were to downgrade 

the long-term or short-term ratings on the U.S. 

government, money market funds would not be required 

to sell any government securities.



What would have been the impact to money market 

funds if the U.S. Treasury had defaulted?

If a money market mutual fund held securities on which 

the U.S. Treasury defaulted on the payment of interest or 

principal, then the fund would need to sell those defaulted 

securities, unless the fund’s board of trustees determines 

that disposing of the securities would not be in the best 

interests of the fund. The board may consider market 

conditions, among other factors, in making that decision.

How short is “short-term” for the securities in which 

money market mutual funds can invest?

The unique rules that govern money market mutual funds 

require that at least 50% of the fund’s total assets must 

be invested in Weekly Liquid Assets, which can consist of 

cash, direct obligations of the U.S. government (such as 

U.S. Treasury bills), certain other U.S. government agency 

debt that is issued at a discount and matures within 60 

days or less, or securities that will mature or are payable 

within five business days.

For taxable funds, at least 25% of the fund’s total assets 

must be invested in Daily Liquid Assets, which can consist 

of cash, direct obligations of the U.S. government, or 

securities that will mature or are payable within one 

business day. The remaining investments can be in 

longer-term issues, provided the overall weighted average 

maturity of the fund is 60 days or less.

The research pages for Fidelity’s money market funds 

have charts of the historical percentage of Weekly Liquid 

Assets and Daily Liquid Assets held by each Fidelity 

money market fund.

Additional resources

The resources below provide more detailed information 

on investing in various types of money market funds.

Fidelity money market funds

Fidelity institutional money market funds

Not NCUA or NCUSIF insured. May lose value. No credit union guarantee.

Unless otherwise expressly disclosed to you in writing, the information provided in this material is for educational purposes only.  Any viewpoints expressed by Fidelity 
are not intended to be used as a primary basis for your investment decisions and are based on facts and circumstances at the point in time they are made and are 
not particular to you.  Accordingly, nothing in this material constitutes impartial investment advice or advice in a fiduciary capacity, as defined or under the Employee 
Retirement Income Security Act of 1974 or the Internal Revenue Code of 1986, both as amended.  Fidelity and its representatives may have a conflict of interest in the 
products or services mentioned in this material because they have a financial interest in the products or services and may receive compensation, directly or indirectly, in 
connection with the management, distribution, and/or servicing of these products or services, including Fidelity funds, certain third-party funds and products, and certain 
investment services. Before making any investment decisions, you should take into account all of the particular facts and circumstances of your or your client’s individual 
situation and reach out to an investment professional, if applicable.

You could lose money by investing in the fund. Although the fund seeks to preserve the value of your investment at $1.00 per share, it cannot guarantee it will do 
so. An investment in the fund is not a bank account and is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. 
Fidelity Investments and its affiliates, the fund's sponsor, is not required to reimburse the fund for losses, and you should not expect that the sponsor will provide 
financial support to the fund at any time, including during periods of market stress.

The fund will not impose a fee upon the sale of your shares.

The municipal market can be affected by adverse tax, legislative or political changes and the financial condition of the issuers of municipal securities. A portion of the 
dividends you receive may be subject to federal and state income taxes. Capital gains realized by the fund generally will be subject to taxation at each level. The fund may 
invest in municipal securities whose interest is subject to the federal alternative minimum tax.

Interest rate increases can cause the price of money market securities to decrease.

In general the bond market is volatile, and fixed-income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This effect is 
usually more pronounced for longer-term securities.)

Current and future portfolio holdings are subject to risk.

Fixed-income securities also carry inflation, credit, and default risks for both issuers and counterparties.

Past performance is no guarantee of future results.

Fidelity Brokerage Services LLC, Member NYSE, SIPC 900 Salem Street, Smithfield, RI  02917

Fidelity Distributors Company LLC, 500 Salem Street, Smithfield, RI  02917

National Financial Services LLC, Member NYSE, SIPC, 245 Summer Street, Boston, MA  02110

Before investing, have your client consider the mutual fund’s investment objectives, risks, charges, and expenses. Contact Fidelity for 
a prospectus, or a summary prospectus if available, containing this information. Have your client read it carefully.
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