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Key Factors Determining Bond Yields
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Abstract: This article describes the investment behavioral characteristics of major financial institutions
participating in China's bond market. Financial institutions obtain income from interest rate spreads by taking
on credit risk, duration risk and liquidity risk through balance sheet management. But different financial
institutions exhibit different behavioral characteristics when investing in bonds, reflecting a variety of factors
such as debt costs, regulatory constraints, and assessment methods. This article analyzes the main factors and
market mechanisms determining bond yields on the domestic market. It concludes that money market interest
rates, underlying fundamentals, and risk preference all play a role in determining bond yields, with money
market interest rates as the core factor affecting short-term and long-term debt as well as credit spreads.
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