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Suggestions on Developing Bond Market Buyout Repos
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Abstract: Pledged bond repos hold an overwhelmingly dominant position in China's bond market,

while buyout repos—unlike on more mature international markets—have gained inadequate market attention
and participation. With pledge repos, the bonds are frozen, thereby restricting trading activity and negatively
impacting liquidity and the opening of the market to foreign investors. Buyout repos, with transfer collateral,
are the main manner of trading on foreign markets. Their characteristics of clear property rights and convenient
bond lending are of significant value in safeguarding the interests of bondholders. They also improve the
market's trading function, boost market liquidity, promote the transmission of monetary policy and contribute
to a high-degree of opening of the bond market. This paper puts forward policy suggestions, such as improving
market infrastructure, establishing a positive incentive mechanism, stimulating market vitality, strengthening

risk management and perfecting the default disposal mechanism.
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