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[Abstract] With the transformation and upgrading of economic structure and the deepening of financial market
reform, the bond market plays an increasingly important role in the capital market. In the past few decades,
China's bond market has achieved remarkable development, and the market volume is expanding day by day.
However, in recent years, the scale of local government debt in China has grown rapidly, and some local
government debt crises have appeared, which restricts the high—quality development of the bond market. The
sixth Central Financial Work Conference stressed the need to establish a long—term mechanism for preventing
and defusing local debt risks, establish a government debt management mechanism compatible with
high—quality development, and optimize the debt structure of central and local governments. Therefore, how to
establish a government debt management mechanism that is compatible with high—quality development is
crucial to resolving local debt risks. Through analyzing the current situation of local government debt in our
country, although the risk of local debt is generally controllable, the problem of hidden debt in some areas is
increasingly prominent. This paper summarizes the main reasons for its formation, puts forward corresponding
countermeasures and suggestions from the aspects of high—quality development, accelerating budget reform,
optimizing the debt structure of central and local governments, etc., in order to provide references for local
governments to control, prevent and resolve major financial risks.
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