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Research on Treasury Risk of China Based on Supply and
Demand

Abstract: Historical experience shows that it will have negative effects of macro-economy if the government
issues excessive treasury. The effects come from two ways: Firstly, the sovereign credit crisis will be occurred if
treasury is excessive or the structure is not reasonable; secondly, inflation will be induced if treasury is excessive.
Meanwhile, crowding-out effect on investment and consumption will be generated. From the point of view based
on supply and demand, the former can be seen as risk induced by shortage supply of treasury, while the latter can
be seen as risk induced by excessive demand. In this paper, we do research from the point of view based on supply
and demand. The result shows that the scale of treasury has not yet reached the optimal scale of the
macro-economic benefits to maximize; current treasury risk is caused by lack of supply capacity. In this sense, the

current scale of treasury bonds depends on the solvency of the government.
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