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The Calendar Effect of Foreign Institutional Demand for Chinese Bonds
LIU Fanggen' ZHENG Kuifang® LI Siqi’
(1.Finance and Accounting Department, China Construction Bank; 2.Financial Market Department, China Construction Bank;
3.Hong Kong Financial Market Center, China Construction Bank)
Abstract There is an obvious seasonal pattern in Chinese bond market, most notably in the demand for Chinese
bonds from foreign institutions. This paper analyzes Chinese bond market returns and foreign institutional demand by
using descriptive statistics, historical extreme value statistics and the EGARCH-t model. It finds that Chinese bond
returns show a pattern of being significantly negative in June and November and significantly positive in December.
In December and June, when foreign institutions have the strongest demand for Chinese bonds, investors mainly
increase their holdings of treasury bonds and negotiable certificates of deposit. Foreign institutions significantly
increase their risk appetite and boost investment in Chinese bonds when the US-China interest rate spread widens,
the US dollar depreciates and the US stock market rises. According to the data reviewed in this study, demand from
foreign institutions was the weakest in March, when foreign investors mainly sold policy bank bonds and treasury
bonds. This was largely the result of sharp falls and high volatility in U.S. stocks, leading to greater risk aversion in
the market. These findings provide valuable insights for bond investment.
Keywords Bond Market, Foreign Institutions, Seasonal Pattern, Calendar Effect
JEL Classification C51 F32 Gl4
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