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Abstract: As the reform of local governments’ debt management moves forward, the function of municipal bonds to regulate
local governments’ borrowing money is increasingly clear. Municipal bonds have been issued to replace outstanding debt in the
last three years, thereby lessening the local government debt. But there are different views on the issue that municipal bonds
are risky in the realm of theory and industry. Therefore, it is necessary to use qualitative and quantitative methods to analyze
the risks posed by municipal bonds. By analyzing the texts and behavior types of risk prevention, we manage to reflect the
effort to prevent the risks of municipal bonds from the angles of power-separation of state and government responsibility for
the economy and society. Only after we have established a set of legal system centering on the constitution can we prevent risks
posed by local government bonds, and regulate the exercise of debt financing to ensure the harmonious relationship between the

individual property rights and the financial power.
Key words: municipal bonds, debt risks, legal principle reflection, revenue
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