The same is true for large increases in government spending.
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An increase in government investment lowers consumer confidence. Whereas when the debt ratio is high it has negative effects on both consumer and business confidence. A higher government wage bill lowers both consumer and business confidence, with the effect on consumer confidence being stronger at times of high debt and on business confidence at times of low debt. The government wage bill and government investment exert a negative effect on confidence indices possibly because they entail a permanent increase in the size of the public sector, which would have to be financed by future taxes. In the case of public investment the standard Keynesian crowding out effect is also at play. On the contrary, an increase in the non-wage government consumption improves consumer confidence, whereas it improves both consumer and business confidence when the debt ratio is high. This could be linked to the fact that this type of spending is easily reversible if needed so.
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