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Issuance Premium of Local Debt: Key Factors and
Suggestions for Future Development
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Abstract: Following the success of a number of pilot projects, the local government bond market has
experienced explosive growth and become the largest segment of the domestic bond market. But the local
bond market is affected by non-market factors and irregularities such as improper rebates on underwriting
fees. Issue premiums are also a common phenomenon. This paper makes recommendations for healthy market
development in the future. The paper describes the need to improve the yield curve of local bonds, revamp the
pricing method of issuances, reduce official intervention in local bond issuance, and increase the role of market-
oriented issuances. It is also necessary to pay closer attention to the timing of local bond issuances in order to
reduce supply shocks to the market.
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