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Increased risk of a sudden fiscal crisis. If lawmakers allow debt to continue to climb rapidly, the United States could be confronted with a worst‐​case scenario in which investors might become increasingly worried that the United States might service its debt by inflating away the value of its bonds. Eventually, bond holders could lose confidence in U.S. Treasury bonds and dump their holdings, triggering a quickly spiraling fiscal crisis. A sudden decline in the market value of outstanding Treasury securities would cause significant losses for mutual funds, pensions, insurance companies, and banks. These losses could cause major financial institutions to fail resulting in widespread economic harm.
Source: DA - Deficit Spending - Michigan 7 2023 BFHGR · Michigan · 2023




