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The analysis of Local government borrowing
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The creditworthiness of municipal bonds can be divided into a Eortion
defined by the financial situation of each issuing organization and a portion defined by a mechanism
to ensure certainty of redemption of local bonds as a whole of the local fiscal system. The former

and the latter are completely separated, but the former also affects the latter. Although local
municipal bond market in recent years experienced events such as rapid expansion of market bond and
fiscal collapse of Yubari city, expansion of interest spread which seems to be contagion risk
(transmission) was observed. It is important to make policy judgment as to whether to place
importance on securing inexpensive and stable fund procurement or ensuring market discipline through
the formation of local bond spreads in line with the issuer®s fiscal situation.
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