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“... If Congress appropriates more money than Congress levies taxes to pay, then, there is naturally a deficit, and
the Treasury is obligated to borrow. The fact that they cannot go directly to the Federal Reserve bank to borrow
does not mean that they cannot go indirectly to the Federal Reserve bank, for the very reason that there is no
limit to the amount that the Federal Reserve System can buy in the market. ... Therefore, if the Treasury has to
finance a heavy deficit, the Reserve System creates the condition in the money market to enable the borrowing
to be done, so that, in effect, the Reserve System indirectly finances the Treasury through the money market, and
that is how the interest rates were stabilized .... So it is an illusion to think that to eliminate or to restrict the
direct borrowing privilege reduces the amount of deficit financing.” (US House,1947, Direct Purchases of
overnment Securities by Federal Reserve Banks, hearings before the Committee on Banking and Monetary
Instrument, 80th Congress, 1% session, 3-5 March, Washington, DC, Government Printing Office)
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