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Analysis of Primary and Secondary Spreads of Credit Bonds and Construction of
a Linkage Mechanism
DU Xiaoyan' SONG Guangyu' FU Jipeng® JIA Yuanxiang' HU Lingxi'
[1.Investment Banking Department (Center for Science and Innovation Finance),CITIC Bank;
2.Financial Markets Department, CITIC Bank]
Abstract After years of development, China has built the second largest bond market in the world. The quality
of the market has been improving, but liquidity and stability are still lagging, limiting the effectiveness of the price
discovery function. To enhance the quality of the bond market under the existing framework, a linkage of the primary
and secondary market provides an optional path. From the perspective of foreign practices and domestic realities, it
is necessary and feasible to promote the integration of underwriting and market making. Starting from the pricing
spreads between the primary and secondary markets of interbank credit bonds, this paper delves into the causes of
high spreads, pinpointing inadequate liquidity as the primary culprit. It analyzes the current conditions for enhancing
liquidity through the linkage between the primary and secondary markets, and highlights the deficiencies of market-
making institutions that hinder the substantial progress of this linkage. Finally, this paper explores the viable paths for
improving market efficiency.
Keywords Credit Bond, Liquidity, Linkage, Market Maker Mechanism
JEL Classification G42 GI12 G38

VOL 148 2024.00 (&mmEHR) 121



