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A Warning We Can No Longer Ignore: The United States'

Fiscal Reckoning
By William J Prentice Il, AWMA®, CIMA®, CFP®

On May 16, 2025, Moody'’s Investors Service downgraded the credit rating for the United
States one notch and updated their outlook from negative to stable, citing rising fiscal
deficits and a lack of political consensus on long-term fiscal planning’. Although the nation
retains the second highest credit rating —for now—this action is neither ceremonial nor
inconsequential. This is a flashing red light from a historically conservative and deliberate
institution that has now judged the United States' fiscal trajectory to be substantively
concerning.

Moody’s Reasoning: Not Political, But Mathematical
Moody’s statement made clear that the downgrade was driven by two key concerns:

1. ADeteriorating Fiscal Position: The United States continues to run historically high
budget deficits, even in times of full employment and GDP expansion. According to
the Congressional Budget Office, the federal deficit in fiscal year 2024 was
approximately $1.83 trillion?, and absent policy change, deficits are projected to
exceed GDP annually for the foreseeable future — an unsustainable path for the
world's largest economy.

2. Erosion of Institutional Capacity: Repeated debt ceiling standoffs, short-term
continuing resolutions, and the increasing polarization of U.S. politics have called
into question whether policymakers in Washington can—or will—act in a timely and
coherent fashion to rein in deficits and reform entitlement spending or the tax code.

Moody’s joins Fitch Ratings, which downgraded the U.S. long-term rating from AAA to AA+
in August 2023, citing similar concerns. Both followed S&P which issued a downgrade in
2011.

Decades of Drift: This Didn’t Happen Overnight

It would be naive and partisan to pin blame for this crisis on any single administration.
Since the early 2000s, a bipartisan parade of deficit spending has marched forward with no
meaningful effort at restraint:

The early 2000s saw large tax cuts and two wars financed with borrowed money.
The 2008 financial crisis brought emergency spending, followed by a tepid recovery.
The 2020 COVID pandemic brought about another round of emergency spending,
leading to an extraordinary increase in the annual deficit.

Several large-scale spending packages intended to reshape the economy.



Together, these policies have pushed the U.S. national debt to nearly $37 trillion®.
Why This Matters: The Slow Erosion of Sovereignty and Stability

Credit ratings are not just a matter of pride—they influence borrowing costs, investor
confidence, and global financial stability. As the U.S. Treasury issues trillions in new debt
annually, even modest increases in interest rates due to perceived credit risk can balloon
the cost of servicing that debt. In fiscal year 2024, interest on the national debt is projected
to exceed defense spending.

Furthermore, persistent fiscal instability weakens our ability to respond to real
emergencies—whether they be geopolitical, environmental, or economic. It reduces our
strategic flexibility, undermines faith in U.S. institutions, and transfers a mounting burden
onto future generations.

A Call to Action: Fiscal Restraint as Patriotic Duty

We must dispel the comforting illusion that the United States can indefinitely borrow
without consequence. The dollar's global reserve status, the depth of our capital markets,
and the perceived safety of U.S. Treasurys are not birthrights. They are privileges—and they
are eroding.

What must be done?

Elected officials at every level—federal, state, and local—must commit to balanced
budgeting and long-term financial planning. That includes difficult, but necessary,
debates about entitlement reform, tax policy, and spending priorities.

Voters must demand accountability and discipline from their representatives,
regardless of party. Fiscal responsibility is not a partisan issue; it is a moral and
generational one.

Citizens, institutions, and businesses must speak up. We cannot afford to tune out
simply because markets have not yet collapsed. As history shows, by the time they
do, it will be far too late.

Conclusion: The Clock Is Ticking

The Moody’s downgrade is not the end of the world. But it is a warning—one of many—that
our trajectory is unsustainable. The United States still has time, tools, and talent to correct
course. But every year we delay, the cost of adjustment grows steeper.

This is not a call for austerity. It is a call for responsibility, for seriousness, and for
leadership. Getting our fiscal house in order is not merely good economics—it is good
stewardship, good governance, and good citizenship.

The time for denial is over. The time for action is now.
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