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But that cash supply would eventually run out. Taxes nmay have

to rise, at least eventually, due to the governnent having to
pay substantially higher interest rates on existing debt.

Annual budget deficits increase the debt held by the public by
requi ring the federal governnent to borrow additional funds to
fulfill its comm tnents.

Whenevert heanount of debt appr oachedt hi sl i m t, Congr esswoul dneedt ovot
Bondhol ders woul d likely be paid off first, since a m ssed or

del ayed paynent on a financial instrunent would entail the

nost severe peril for the governnent. Every year, the federal
governnment either runs a surplus or a deficit.

Becauset hestatut oryl i m t appl i est odebt hel dbyt hepubl i caswel | asi ntre
the debt ceiling is reached, the federal governnent is no

| onger able to issue debt that is, borrow frominvestors by

I ssui ng bonds and notes. Nearly all of this debt is subject to
the statutory l[imt.
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