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Outline

The Chinese bond market, with amount outstanding of 100T, provides financing to
▶ Central government and policy banks: 32%.
▶ Local governments: 22%.
▶ Financial and non-financial firms and Chengtou.

Trading takes place in both the interbank market (67T) and the exchange.
▶ Poor liquidity, especial of gov’t bonds, limits the effectiveness of the market.
▶ Volatile trading volumes, often comoving with bond prices, affect stability.

The presence of Chinese government bonds is limited due to
▶ Its limited size and poor liquidity.
▶ Market participants rely instead on the CDB curve.
▶ Monetary policy in China.

Potential attraction for foreign investors:
▶ Recent inclusion to Barclays global aggregate bond index.
▶ Low correlation with UST and stability in CNY.
▶ Currently spreading at 200 basis points above UST 10Y.
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Chinese Bond Market
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Rates and Credit 利率债和信用债 (Amount Outstanding Apr 2020)

Financial Markets, Spring 2020, SAIF Class 18: Chinese Bond Market 中国利率债市场 Jun Pan 4 / 24



各类债券和国债的收益率差 (5-Year Spread)
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Bond Market to GDP (%), China and US
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The CGB-UST Spread
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CGB and UST, Volatility and Correlation
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Slope of the Yield Curve
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CGB vs CDB Yields (2006-2019)

1y 5y 10y 20y 30y
CDB avg (y) (%) 3.23 3.88 4.16 4.59 4.71
CGB avg (y) (%) 2.68 3.25 3.57 4.00 4.12
CDB std(∆y) (bps) 3.88 3.53 3.22 2.58 2.50
CGB std(∆y) (bps) 3.55 3.22 2.81 2.26 2.26

1y 5y 10y 20y 30y
correlations in y (%) 96.10 96.25 94.76 93.95 93.88
correlations in ∆y (%) 53.38 67.19 73.39 75.87 73.89
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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.
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国债在中国金融市场的地位

国债应该是金融市场的核心:
▶ 一个健康的国债市场可以通过市场参与者的交易，及时有效的反应市场供
求关系，为金融市场的定价提供基准利率曲线。

▶ 国债也是中央银行实施货币政策的主要渠道。

目前，国债市场没有起应有的作用:
▶ 作为基准利率，国开债的利率被更广泛的采用。
▶ 基准利率曲线的宽度很有限，尤其是长期资金定价缺乏权威的“锚”。
▶ 国债也没有成为央行的货币政策的主要工具。

提高国债的深度，广度，和流通性，让中国金融市场有一个” 健全反应市场供
求关系的国债收益曲线”，应该是政府决策者优先考虑的一个问题。
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A Snapshot of Key PBoC Indicators
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Central Bank Balance Sheet
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China’s Monetary Policy

Prospect of a market-based and transparent monetary policy in China:
▶ PBoC has not yet achieved full operational independence.
▶ Banks, especially state-owned banks, still dominate the financial system.
▶ The legacy of providing “window guidance” persists today.
▶ Financial markets are still maturing in China.

Past and future trends of monetary policies,
▶ A history of complicated policy tools and cloudy communications.
▶ Quantity-based tools (such as RRRs) will not be discarded yet.
▶ A gradual shift away from the exchange rate as the key price target for policy.

Toward market-based interest rate-based monetary policy:
▶ DR007 is the de facto policy rate.
▶ One year swaps, with floating leg priced off the average fixing of the seven-day

repo rate, are used by banks and investors to express their views of policy rate.
▶ Policy transmission: DR007 to long-term CGB yields through swap rates.
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PBoC’s Interest Rate Corridor
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DR007: 7-day repo rate for depository institutions.
Floor: rate on bank’s excess reserves held at the central bank. Apr 3: 0.72% to 0.35%.
Ceiling: rate banks borrow from PBOC via the standing lending facility (SLF and MLF).
OMO: PBoC reverse repo for liquidity injection and repo for tightening.
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Key Short-Term Interest Rates
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国债的流通性

Financial Markets, Spring 2020, SAIF Class 18: Chinese Bond Market 中国利率债市场 Jun Pan 18 / 24



中国债市入指 Bloomberg Barclays Global Aggregate Index

从 2019 年 4 月，将有 364 只中国债券在未来 20 个月内分步被纳入 Bloomberg
Barclays 全球综合指数；这些债券包括国债，国开债，农发债，和进出口。全部
入指之后，这些债券在该指数 54 万亿美金的市值中占 6%。
Bloomberg 中国总裁李冰表示：“将来会有越来越多的中国债券加入指数，包括
公司债券，地方政府债券，ABS，and MBS。在此过程中，流动性、评级以及衍
生品的同步发展，都是非常重要的考量。”
从风险对冲的角度看，中国债券市场跟境外其他市场联动性低，提供好的
hedging。对于 active managed fund，中国最佳 alpha 机会可能来自跨市场投资，
即在岸人民币（CNY）、离岸人民币（CNH）以及美元债市场对人民币的对冲。
中国债券的流动性会影响指数的完全复制，并非每只债券都能立即在市场上找
到交易对手，国债加政策性银行债中真正活跃的可能只有不到 40 只。例如 4
月 2 日，此次纳入指数的 364 只债券，有交易的国债只有 54 只，政金债共计
112 只。

Financial Markets, Spring 2020, SAIF Class 18: Chinese Bond Market 中国利率债市场 Jun Pan 19 / 24



Barclays Global Aggregate
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Barclays Global Aggregate: CN Components
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境外投资者
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中债登统计口径, March 2020

3 月境外机构共小幅增持 62 亿元人民币债券，较 2 月的 657 亿元环比大降
净增加国债 21 亿元，政策性银行债净增持 61 亿元
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Main Takeaways
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