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China’ s Sovereign Balance Sheet and Its Risk Assessment( | )

Li Yang Zhang Xiaojing Chang Xin Tang Duoduo and Li Cheng

( Chinese Academy of Social Sciences)

Abstract: Based on the theoretical framework of the national balance sheet this paper initially compiles a preliminary
sovereign balance sheet of China from 2000 to 2010 through available data and necessary estimation. The results indicate
that sovereign equity of every year is positive and gradually rising showing that there’ s almost no possibility for China to
experience a sovereign debt crisis in a relatively long time since the government has enough assets for debt liquidation. The
analysis on the total leverage ratio of the society ( or total debt/GDP) demonstrates that the ratio is generally at a moderate
and manageable level because it is higher than that of BRICS countries but far below that of the advanced economies.
However it deserves attention as the leverage ratio rose sharply in recent years. The sectoral study reveals the eminent
feature of China’ s balance sheet that the corporate debt ratio ( as share of GDP) is very high. In 2010 the corporate debt
ratio is above 100% overtaking the threshold of OECD countries to be highly alert.
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