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Can Domestic Demand in the United States Save US Treasuries?

Xiong Aizong 123

The scale of US Treasury securities has been continuously expanding, and the associated
potential risks have become increasingly prominent. Against the backdrop of a declining trend
in the proportion held by foreign investors, US domestic demand for Treasuries has become
more critical, further increasing domestic demand is key to maintaining the stability of the US
Treasury market. This paper systematically analyzes the potential policy tools and paths for the
US to boost domestic demand for Treasuries, including pushing the Federal Reserve to
increase holdings of US Treasuries, encouraging commercial banks and non-bank financial
institutions such as mutual funds, pension funds, and insurance companies to expand their
allocation of US Treasuries, and indirectly creating demand for US Treasuries through USD
stablecoins. Although these paths can increase the demand for US Treasuries in the short term,
each of them faces significant constraints: large—scale Treasury purchases by the Federal
Reserve may undermine the independence of monetary policy and trigger the risk of “fiscal
dominance”, the concentrated increases in Treasury holdings by financial institutions may lead
to cross—market transmission of financial risks and amplify market volatility. Although USD
stablecoins can boost the demand for Treasuries, the risk of a run on them may have negative
impacts on the Treasury market. This paper argues that although boosting domestic demand for
Treasuries can maintain the stability of the US debt market in the short term, it cannot
fundamentally address the challenges facing US Treasuries. Instead, it may stimulate further
growth of Treasury issuance, and ultimately exacerbate the risks to long—term debt
sustainability.

https://www. cnki1. net



