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taht	eugra	snaisenyek	.devlovni	syawla	si	etar	tseretni	eht,	tnemsevni	rotces	Etavirp	Decuder	DNA	Gnidneps	Treasury	bonds	µ	increase,	thus	attracting	more	savings	from	multiple	investment	projects.	Types	of	Crowding	Out	Effects	There	are	two	types	of	crowding-out	effects.	Financial	exclusion	is	most	likely	to	occur	when	the	economy	is	growing
and	³	full	capacity.	Therefore,	government	loans	prevent	private	sector	investment.	This	in	turn	will	lead	to	an	increase	in	interest	rates.	He	argued	that	while	there	may	be	a	temporary	push,	in	the	long	run	government	spending	financed	by	debt	would	cause	crowding	out.	Therefore,	higher	government	spending	financed	by	higher	taxes	should	not
increase	overall	AD	because	the	increase	in	G	(government	spending)	is	offset	by	a	fall	in	C	(consumer	spending).	For	example,	in	the	EU,	bond	yields	increased	in	2011	because	markets	were	concerned	about	EU	debt	levels.	It	depends	on	the	state	of	the	economy	When	the	economy	is	growing	strongly,	the	government	will	have	more	competition
from	other	private	sector	investments.	It	should	be	noted	that	there	will	be	lower	consumer	spending	when	a	government	increases	the	tax	on	consumers.	John	M	Keynes.	Therefore,	government	bond	yields	will	have	to	rise	to	attract	savings	from	other	investment	projects.	EU	bond	yields	µ	increased	in	2011/12	on	account	of	increased	borrowing	and
debt	financing.		no	effective	lender	of	last	resort.	Therefore,	even	a	very	small	increase	in	interest	rates	(of	financial	expulsion)	could	cause	a	very	large	drop	in	private	sector	investment.	The	aggregate	economic	effect	The	resources	of	private	enterprises	will	be	diverted	in	order	to	be	used	in	the	public	sector.	In	his	General	Theory,	Keynes	asserted
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