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The Development Strategy of China Bonds Mark
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Abstract

It has been more than twenty yvears, since we resumed is-
suing national bonds in 1981. And at present, a nearly inte-
grated situation in our country has come into being, made up
of three markets (the market of bonds between banks, the
market of exchange and the market of warrant bonds), three
types of trading bonds(national bonds, finance bonds and cor-
porate bonds), and versatile investors (residents, commercial
banks, security companies, insurance companies, etc, ).

First, treating national bonds—corporate bonds—munici-
pal debts as benchmark, we outlines the basic framework of
China bonds market. Secondly, by the way of experience of in-
ternational bonds markets—status quo and problems of China
bonds market—development and tendency of China future
bonds market as the second benchmark, combined with the a-
nalysis on finance innovation, market opening, risk manage-
ment, credit rating and construction of China finance center,
we discuss about the development stratagem of China bonds
market,

Developed bonds market can provide government finance
and enterprises with a convenient, high-efficiency and low-cost
financing channel, can provide financial institutes and financial
system with more liquidity, and can also provide investors
with low-risk invest instruments. What's more, it can help
form benchmark interest rate, can elevate collocating efficien-
cy of finance resource, and it can help implementing money

policy and harmonize money policy with finance policy.
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Hence, the development of bonds market can assure the stable
development of macro economy, help tune the economy struc-
ture, accelerate the transformation of our investing and finan-
cing system, and offer macro economy policy adjustment an
important place. In the other hand, developed bonds market
can shorten the difference of China district economy develop-
ment. In the 21" century, and in our bond market, there must
be a uniform ecriterion, issuance and exchanger must be more
versatile, exchange objects must be more abundant, exchange
ways must be more flexible, its scale must be larger, and its
regulation must be more perfect and efficient.

National bonds, financial bonds and corporate bonds con-
stitute the basic frame of China bonds market development,
As the footstone of the whole bonds market, national bonds
can offset deficit financing, raise construction capital, provide
basic financial products and help adjust state finance and cur-
rency. We should boost marketing process and regulating
process, including in issuance ways, issuance condition desig-
ning, issuance objects and issuance schedule. Financial bond
has become another main force in our bonds market. Policy
financial bonds can help policy banks broaden the financing
channel, reduce the financial cost, offer great support to the
construction of national key projects and the adjustment of
economy structure, and separate policy loans from commercial
banks, so as to low the operation risk of commercial banks.
At the same time, stock holding commercial banks also press
for financial bonds, to elevate the capital adequacy. In order to
develop our financial bonds market, we should make great ef-

forts in issuance, investors, management, information disclo-



Abstract 3

sure, trusteeship, trading system, and risk prevention. As we
can see, there exists more development space in corporate
bonds market. To develop corporate bonds, can help diversify
financing channels of companies and reduce the risks of finan-
cial system, can perfect the structure of our security market,
Additionally, a booming corporate bonds market can meet the
requirement of capital suppliers and demanders and provide
them with diversified products in more efficiency. The issue of
development of corporate bonds market involves monitor mod-
el, interest rate marketing, credit systems, agency manage-
ment, currency market, product innovation and management
of institute investors.

‘Financg innovation and market opening play the important
roles in advance the status and rival strength of bonds market.
Finance innovation in bonds market can help change the tradi-
tional thought of financial system reform, perfect the credit
system of socialism market economy, create more development
space of capital market, accelerate the speed of jointing our
market with international markets, and boost the strength of
our financial service industry, Innovation in our bonds market
mainly focuses in regulation, main body, mechanism and in-
struments. According to the present situation, we must lead a
system reform to develop this market, to implement the acce-
lerando strategy and coordinate with the reform of free ex-
change of RMB capital items. Cooperate in bonds market be-
tween mainland and Hong Kong can be done in issuance,
QFII, inter-business of bonds, etc. Now there is still no civi-
cism bond in China, although it is deemed as an important fi-

nancing tool of expedite town basic construction. So it is sig-
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nificative for us to develop the civicism bonds market. Another
important item about innovation and marketing opening is as-
set securitization, Bad-quality assets can not be securitized and
good-quality assets are unwilling to be securitized. These two
problems block the bank assets securitizing process, although
we have met the requirements of asset securitization.

Market monitoring, risk controlling and credit rating are
three keys in the development of China bonds market. Bonds
market monitoring system can regulate and manage behaviors
of bonds market and participants, by the way of laws, econo-
my and civil administration. We should improve and reform
the monitoring system in bonds market, especially in corporate
bonds, Risk management is different in nationa! bonds mar-
ket, financial bonds market and corporate bonds market, so it
is very important to breed many types of agencies of bonds
market in the development of bonds market. Credit rating,
which can, coordinate capital market and bonds market, solve
the information asymmetry and provide credit information
service, will play a vital role in risk management, risk assess-
ment, and risk monitoring,

Shanghai municipal construction bond is a classic case in
our corporate bonds market. It broadens the financial channels
of city construction, saves a great deal of interest fees and ab-
sorb other many types of capitals to city construction, so as to
assure high-efficiency operation of the projects. This bond will
give us more valued experience in the development our corpo-
rate bonds market, if it can settle the problem of issuance
characters, persist financing and keep good liquidity.

Furthermore, in order ta establish our COUntry as a inter-
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national finance center, it is very important for us to set up

Shanghai as the center of our bonds market.
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