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Global Investors Show Increasing Appetite for Chinese Bonds
YANG Gang"*  WEN Bin®> ZHANG Liyun’
(1. China Minsheng Bank Postdoctoral Workstation; 2. China Minsheng Bank Research Institute;

3.PBC School of Finance, Tsinghua University)
Abstract In recent years, despite a complex external environment, China has pursued firm and clear policies
that have promoted the opening-up of the nation's bond market. As a result, the scale of foreign institutions holding
renminbi bonds and the level of trading activity have risen overall. The renewed interest in renminbi bonds among
foreign institutions can be directly attributed to a number of factors, including economic fundamentals, interest rates
combined with exchange rate gains, the liquidity of sovereign bonds, progress in opening up the financial system,
and the international reserve currency status of the renminbi. Currently, the internationalization of the renminbi is
expanding steadily at a prudent pace. This paper makes several policy recommendations aimed at continuing these
favorable trends and overcoming the remaining obstacles to a further opening of the domestic bond market. The
recommendations include the need for regulatory authorities to focus on facilitating foreign institutions in managing
their bond portfolios, address interest rate and liquidity risks, enhancing market liquidity, and reducing policy
uncertainty. These efforts will promote high-quality openness of the economy and the development of the bond market.
Keywords Bond Connect, Renminbi Bonds, Renminbi Internationalization, Bond Liquidity
JEL Classification E32 G32 H54
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