
How	
  debt	
  works	
  

A	
  tutorial	
  



How	
  to	
  pay	
  for	
  stuff	
  you	
  can’t	
  afford	
  

•  To	
  raise	
  money,	
  the	
  U.	
  S.	
  Government	
  
aucAons	
  off	
  treasury	
  securiAes	
  to	
  domesAc	
  
and	
  foreign	
  investors	
  (bonds	
  or	
  treasury	
  bills)	
  

•  Gov.	
  sells	
  enough	
  securiAes	
  to	
  saAsfy	
  a	
  
spending	
  goal	
  

•  At	
  some	
  point,	
  investors	
  will	
  cash	
  in,	
  along	
  
with	
  interest.	
  

•  Biggest	
  owners	
  of	
  U.S.	
  debt:	
  Japan,	
  China,	
  Oil	
  
exporAng	
  companies	
  


