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Outline

@ The Chinese Bond Market, an Quantitative Overview.
@ What are the Characteristics of the Chinese Bond Market?

@ The Importance of Having a Benchmark Yield Curve.
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US and China: Comparison in Size
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Chinese Bond Market
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Chinese Bond Market, Amount Outstanding
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Bond Market Share (%), China and US
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The Benchmark Role of Treasury Yield Curve in the US

Market participants rely on the Treasury curve to assess the cost of
funds at different borrowing horizons.

Price discovery about inflation prospects and other macroeconomic
fundamentals occurred mainly in the Treasury market.
This benchmark status derives from features unique to Treasuries:
» The most credit-worthy, essentially free of default risk.
» Large amount outstanding, highly liquid.
» A wide range of maturities, facilitating the construction of yield curves.
> Well developed repo and derivatives markets for Treasuries, enabling
long and short positions to reflect views of future interest rates.

@ This benchmark role of Treasuries is facing increasing competition
from private sector debt instruments (e.g., interest rate swaps).
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Government Bond Yield Curve (%)
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Summary Statistics of Daily Treasury Yields (2006-2019)

@ Mean and Standard Deviations:

avg (y) (%)

auto correlation in y (%)
std(Ay) (bps)
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@ Cross Correlations:
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CDB Bond Yield Curve (%)
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Daily Treasury vs CDB Yields (2006-2019)

o CDB and Treasury Bonds:

ly 5y 10y 20y 30y
CDB avg (y) (%) 323 388 416 459 471
Treasury avg (y) (%) 268 325 357 4.00 4.12
CDB std(Ay) (bps) 3.88 3.53 322 258 250
Treasury std(Ay) (bps) 3.55 3.22 281 226 2.26
o Correlations between Treasury and CDB Bonds:
ly 5y 10y 20y 30y

correlations in y (%)
correlations in Ay (%)

96.10 96.25 94.76 93.95 93.88
53.38 67.19 73.39 75.87 73.89
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Daily Treasury vs CDB Yields (2006-2019)

o CDB Bonds
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@ Treasury Bonds
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BFMRIBFERAULERZRZE (5-Year Spread)

Yield Spread over Treasury (%)
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Treasury Yields, US vs. China

Five-Year Bond Yield (%)
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Treasury Yields,

US vs. China

One-Year Bond Yield (%)
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FEERMAIE Bloomberg Barclays Global Aggregate
Index

o A 2019 F 4 A, KA 364 ¥ BEMARLEAR 20 A NDTHM
X Bloomberg Barclays &34z 4454, XA B R, BF,
RAEM, Feibh o, 2FAHBZE, XEMAFLZIEH 54 TLE
EHTAT & 6%

o Bloomberg ¥ H &R FARET: “FRaAARAS G E G Fho A
¥, NS, I BUTRA, ABS, and MBS. ZiidfE
TR FRABRSTAERNR S K, HRFFERGTE, "

o MRIET ity A A, FEMAT HRIIN AT HIKARIK, #
#4749 hedging. *TT active managed fund, ¥ B & 1% alpha #L& 7T
fek BT HIRT, BAEFAART (CNY). HEAKT (CNH) ¥4
B AR Fy 3 AR T A3

o TEMAMNAFNM AR AtsH oI T A& EF, JFHIEH A MmA AR 8P
AT ERBIZ ST, B BUR AT P A EF KA T 4 2
AAE 40 R Blde 4 A 2 B, JRMANIELN 364 RITH, AL
He A A K 54 R, BemEd 112 R,
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