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Foreign Investors Behavior and Host Country Bond Market Risk
ZHOU Rongxi HE Jianfei SUN Zhen
(School of Banking and Finance, University of International Business and Economics)
Abstract Foreign investors play an important role in the host country's financial market, and understanding the
less visible economic factors behind their investment decisions contributes to the management of financial risk..
Based on the financial "vulnerability" model, this paper constructs a financial asset risk model, including the "active
adjustment" risk effect and the "liquidity adjustment" risk effect from the perspective of investor motivation. It also
concludes that foreign investor "active adjustment" and "liquidity adjustment” risk could increase the volatility of
long-term government bond yields in the host country. Under extreme market conditions, foreign investor "active
adjustment" risk has a stronger impact on volatility in the host country's bond market, while "active adjustment" risk
is more closely linked to the host country's economic and financial development. The conclusions of the study provide
a valuable reference for the high-quality development of China's bond market.
Keywords Foreign Investors, Vulnerability Model, Treasury Yield Volatility, Risk Effects
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