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ABSTRACT

This independent study is divided in two parts; the first part of this study consists of
relationship study of Japan’s holdings of U.S. long-term treasury effecting U.S. treasury yield
change and another part was relationship study of China’s holdings of U.S. long-term treasury
effecting U.S. treasury yield change by using monthly U.S. treasury foreign holder data between
February 2013 to May 2016 encompassing 40 mouths and 5 years, 7 years and 10 years U.S.

treasury yields.

In relationship study of Japan’s holdings of U.S. long-term treasury effecting U.S. treasury
yield change the results showed that Japan’s holdings of U.S. long-term treasury amount has inverse
relationship with 5 years, 7 years and 10 years U.S. treasury yields accordingly to the bond market
demand theory. The results also showed that 10 years U.S. treasury yields has more significantly
change compared to 5 years and 7 years U.S. treasury yields. The study suggested that if Japan
reducing U.S. long-term treasury holding amount by 1 billion U.S. dollars will cause the 10 years

U.S. treasury yield to raised 0.152 percent within the next 3 months.

The second part of the study involved the relationship study of China’s holdings of U.S.
long-term treasury effecting U.S. treasury yield change, the results showed that China’s holdings of
U.S. long-term treasury amount has direct relationship with 5 years and 7 years U.S. treasury yields
which is opposed to the bond market demand theory. Futhermore China’s holdings of U.S. long-

term treasury amount doesn’t has a significant relationship with 10 years U.S. treasury yields. The



study suggested that if China reducing U.S. long-term treasury holding amount by 1 billion U.S.
dollars will cause the 5 years and 7 years U.S. treasury yield to deceased 0.519 and 0.659 basis

point respectively within a months.



