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Beyond Compare? Push-pulling Factors Affecting Foreign Institutional Bond Holdings
TAN Lidan XIE Jieyu
(China Foreign Exchange Trade System)
Abstract In 2022, a decline in holdings of domestic Chinese bonds by foreign institutions attracted widespread
attention. Using an error-correction form of the ARDL model and based on data on different types of bonds held by
foreign institutions between January 2018 and June 2023, this paper analyzes the factors affecting foreign institutions'
bond holdings.The research reveals that the factors affecting long-term trends in bond holdings of foreign investors are
different from those affecting short-term fluctuations. China's economic fundamentals and the global financial cycle
significantly explain long-term changes, while bond prices and global financial risks are key factors in short-term
fluctuations. The impact of the renminbi exchange rate on foreign holdings is limited. This paper provides theoretical
support for understanding the investment behavior of foreign institutions, and provides guidance for attracting foreign
investment in bonds and promoting development of the bond market.
Keywords Foreign Institution, Inter-Bank Bond Market, Interest Rate Spread, Co-integration Test
JEL Classification C32 E32 G32
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