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Abstract

China, as the largest creditor of U.S., has held 1270 billion
dollars of the U. S. Treasury by the end of 2013, equally to 33. 23% of
China’s 382 billion foreign exchange reserves. However, the U. S.
Treasury which China purchased has characteristics of low profitability,
poor liquidity and high risk. At present, China has purchased large a-
mounts of U.S. Treasury, which needs management of foreign ex-
change reserves risk. We have had following studies.

Firstly, through the introduction of the U. S. Treasury bond issue
in its first market and the operation mechanism in its second market,
we analyze the structure of the U. S. Treasury bond market. During the
Descriptive analysis of different maturities of the U. S. Treasury bond
the time series, we found that the skewness of the time series is right
that is to say while the yield rate high, the mean is the biggest one and
the mode is the least one and the middle one is median, while the yield
rate is low, the mean and the mode exchange their positions.

Secondly, from the view of different maturities, we use Granger
causality test with the statistical tool of EViews5. 0 to test how to im-
prove the forecast relationship between Treasury Bill, Treasury Note
and Treasury Bond, so that we can do some ready work for the portfolio
work. The yield curve is the base of the portfolio strategy, and it re-
flects the different maturities bond and the yield rate.

Thirdly, We use the term structure of interest rate model which is
constructed by the methods of linear interpolation and bootstrap method,

so we can get its curve — the yield curve to price the bond. In the study

1
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on the investment portfolio case, according to characteristics of the
U. S. Treasury bond yield curve, we choose Markowitz mean — variance
model with value at risk.

Finally, the book analyzes the causes of the risk of U. S. Treasur-
y. Moreover, the book takes the experience of Japan Combined with the
specific characteristics of Sino — U. S. economic and trade relations, it
uses econometrics empirical model to get countermeasures of strengthe-
ning China to buy U. S. Treasury, in which case we could supply sug-
gestions for China’ s strategy of buying U. S. Treasury.

Keyk Words: U. S. Treasury Market; Foreign Exchange Reserve
Risk; Analysis of the Advantages and Disadvantages; Investment Op-
portunity ; Operation Policy
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