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An Analysis of National Debt of the United States and

Strategic Options China Faces

WANG Xiaodan®, YU Yiwen"
(a. School of Auditing and Accounting; b. Research and Analytics Center for Public Policy,
Nanjing Audit University, Nanjing 211815, China)
Abstract: The United States has the largest national debt market in the world while China is the largest foreign share-holder of
the U.S. national debt. This paper analytically points out that, should the Chinese government reduce its holding of the U. S.
national debt, such reduction might either back fire and harm its own economy, or be irrational because of lack of better invest-
ment opportunities elsewhere in the world. On the contrary, if one of China’s economic goals is to appreciate or at least maintain
the value of China’s vast amount of foreign exchange reserve, then China may want to consider to increase its holding of the U.
S. national debt. To change the current situation of China’s huge holding of the United States’ national debt, it would depend on
China’s realization of economic balance by adjusting its own economic structure in the next wave of economic reforms.
Key Words: U. S. A national debt; economic impact; national debt asset management; economic structure; holdings; reduc-

tion; national economic interest; rate of return on investment; government debt; foreign exchange reserve; U. S. A debt crisis
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