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Foreign Holdings of US Treasury Securities
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China buying a lot of Treasuries…
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Major foreign holdings of US Treasury securities 
(Apr-2009)
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Treasury securities outstanding: Marketable debt 
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Bills and Notes increasing
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Net purchases of Treasury securities
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US households starting to buy Treasuries
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Fiscal impact on the level of GDP and on the GDP 
growth rate
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Fiscal stimulus should boost GDP growth well into 2010

Significant lift to 
GDP growth in 

2009H2 and 2010H1



7

-16

-12

-8

-4

0

4

1970 1976 1982 1988 1994 2000 2006 2012 2018

% of GDP

-16

-12

-8

-4

0

4
% of GDPCBO's baseline 

projection

CBO's 
estimate
 of the 

President's 
budget

Source: Haver, CBO,  DB Global Markets Research

Stimulus plan means substantial widening of budget 
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Debt held by the public
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Additional fiscal pressure waiting in the wings
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 Govt debt as % of GDP   : 2007*
Real interest rate (10-yr): 2007

y = -4.4682x + 59.577
R2 = 0.013
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Govt debt as % of GDP: 2007
Sovereign CDS spread as of January 2009

y = -0.1612x + 77.898
R2 = 0.0851
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From budget deficits to financing needs

iLT = 
F(Inflation expectations, Output gap, Government 

debt/GDP)

Issuance is normally $600bn. In 2009: $2.3trn

Coefficient on Govt debt/GDP: 0.04

I.e. a 25% increase in debt to GDP could raise 10-
year Treasury yields by 1 percentage point
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