
 

 

 

CCXI & CCXAP – Research & Commentary 

 

Yield of 10-year Government Bonds Likely to Reach Its Peak to 3.5% in Q3 

Hong Kong, 19 January 2021 -- The Research Institute of China Chengxin International Credit 

Rating Co., Ltd. (“CCXI Research Institute”) released a report titled “Monetary Policy is from 

Broad to Stable and the Issuance of Interest Bonds Increased Significantly，the Yield might 

Gradually Reach the Peak to 3.5% in the Third Quarter: Review and Outlook of Interest Bonds 

of Year 2020”, believing that with further economic recovery, micro policies are likely to tighten 

marginally as fundamentals become better, scale policy instruments may exit successively, and 

the supply pressure of interest bonds in 2021 will be probably lower than that in 2020; however, 

with the economy still recovering and unable to grow on its own yet, it’s unlikely to see sharp 

changes in policies and the monetary policy is expected to maintain prudent on the whole.  

According to the report, since there is room for structural adjustment under the objectives of 

controlling money supply and reducing cost, one targeted RRR cut is expected in the year. In 

terms of yield, after taking into full account economic fundamentals, monetary policy, 

overseas environment and historical period, the report believes that the yield of 10-year 

government bonds is likely to reach its peak in the third quarter, reaching 3.4%-3.5%. 

According to the report, the monetary policy and the operation of the interest bond 

market in 2020 demonstrated three major characteristics. First, the monetary policy 

changed from an “easing” one to a “prudent” one and attached more importance to 

maintaining a moderate money supply and precise orientation. In early 2020, to address 

the impact of the pandemic, the central bank made several cuts to RRR and interest rates and 

increased credit supply to maintain reasonably sufficient liquidity. As the pandemic was 

contained at home and the macro economy improved marginally, the monetary policy gradually 

returned to normal, changing from an “easing” monetary policy to a “prudent” one, and under 

the prudent one, it attached more importance to maintain a moderate money supply and precise 

orientation. In 2020, liquidity changed from easing to tight marginally, but it remained 

reasonably sufficient on the whole, and the money market rate first dropped and then rose. 

Second, affected by the countercyclical policy, increase in the issue volume of 

government bonds and local government bonds drove up the issue volume of interest 

bonds substantially. The “three arrows” of proactive fiscal policies were introduced in all 

aspects. As a result, the RMB1 trillion special government bonds in support of the fight against 

the pandemic and the newly increased RMB3.75 trillion special bonds drove the issue volume 

of interest bonds to rise significantly by 51.95% year on year to RMB18.77 trillion, of which the 

issue volume of government bonds (including RMB1 trillion special government bonds) 

increased by 70.92% to RMB7.12 trillion, that of local government bonds went up by 47.71% 

year on year to RMB6.44 trillion, and that of policy financial bonds grew by 36.13% year on 

year to RMB5.21 trillion. Third, the yield of 10-year government bonds witnessed a V-

shaped movement and fell slightly at the end of the year. In early 2020, against the 

backdrop of an easing monetary policy, the yield went downward on the whole; later, affected 

by a number of factors, such as economic recovery, a gradually normalized monetary policy 

and the outbreak of credit risk incidents in the first half of November, the yield continued to go 



 

 

up; at the end of the year, as the central bank increased net capital supply and interbank liquidity 

was eased marginally, the yield fell slightly.  

Looking into 2021, CCXI Research Institute believes that the monetary policy will remain 

prudent, and there may be one structural RRR cut. In 2021, as the economy gradually 

recovers, the monetary policy is likely to be tightened marginally. However, as the economy is 

still recovering and is unable to grow on its own yet, the report suggests not making significant 

changes in the monetary policy and keeping it prudent. Controlling economic aggregate, 

stabilizing leverage, reducing cost and preventing risks are likely to be the policy directions in 

the next phase. In the selection of monetary policy instruments, the report says that the central 

bank has “stability-maintaining” operation room to maintain a moderate money supply and 

balance volume and price. While flexibly conducting reverse repo in the open market, it may 

reduce financing cost by guiding LPR, adopting targeted measures to reduce the interest rates 

of loans to private enterprises and small and micro enterprises, etc. and there is possibility of a 

targeted RRR cut. Due to factors like maturity of MLF, concentrated issuance of local 

government bonds and traditional tax payment, the liquidity pressure before the Spring Festival 

is small on the whole, and the central bank is likely to adopt reverse repo, MLF and other 

temporary liquidity arrangements to maintain stable monetary supply around the Spring Festival. 

In the meantime, given that the MLF stock is already at a high level and the continuation 

pressure upon maturity in the second half of 2021 will increase significantly, the central bank 

will probably make a targeted RRR cut in the third or fourth quarter when liquidity is under 

greater pressure. 

In the meantime, the report points out that as the macro economy continues to recover, 

scale macro policy instruments will gradually exit, and the fiscal deficit ratio for 2021 is 

expected to fall to around 3%. It’s very likely that special government bonds will no 

longer be issued, newly increased special bonds will fall slightly due to risk prevention 

needs, and the supply pressure of interest bonds is likely to be lower than that in 2020 

but exceed RMB1.8 trillion. Specifically, the issue volume of government bonds is expected 

to reach RMB6.4 trillion, with a net financing amount of RMB2.3 trillion; the estimated issue 

volume of policy financial bonds is RMB5.2 trillion, with a net financing amount of amount 

RMB2.1 trillion. The issue volume of local government bonds is expected to approach RMB7 

trillion, and zero or few bonds for debt replacement are expected to be issued. Under the 

maturity pressure of local government bonds, the issue volume of refinancing bonds will 

probably increase significantly to RMB2.4 trillion. When local governments’ need to repay 

outstanding debts is considered, the issue volume of refinancing bonds is likely to expand 

further and reach nearly RMB3 trillion throughout 2021. The quota for new bonds may fall 

slightly to RMB4.2 trillion, of which the quotas for new general bonds and near special bonds 

are RMB1 trillion and RMB3.2 trillion respectively. After the retained quota for special bonds in 

support of small and medium-sized banks in 2020 is taken into account, the issue volume of 

new bonds is expected to reach RMB4.35 trillion in 2021. 

The report forecasts that after factors such as economic fundamentals and liquidity 

disturbance are taken into full account, the yield of 10-year government bonds is likely 

to peak in the third quarter to reach 3.4%-3.5%. In 2021, it’s very likely that vaccines will 

become widely available, the probability that the domestic economy will be worse than expected 

is small, and the world economy is expected to recover as a whole. The improvement of risk 



 

 

appetite may have certain disturbance on safe haven assets. In addition to factors like liquidity 

disturbance and release of credit risk in the bond market, the yield is unlike to decline but 

gradually rise to its peak. However, given that there are still uncertainties about the economic 

operation, the pace of recovery is likely to slow down marginally in the next half of the year, and 

the yield to fall from the top. The movement of the yield throughout the year can be roughly 

divided into three stages: slightly falling, going up on the whole and fluctuating within a range, 

and it is expected to hit its lowest point in the year around the Spring Festival. Against the 

backdrop of continuous economic recovery and the central bank’s protection of liquidity around 

the Spring Festival, there is room for decline of the yield. However, under the prudent monetary 

policy, the probability that the yield will decline to 3% is small, and its lowest point is likely to be 

around 3.0-3.1%. In the third quarter, the yield is expected to gradually rise to its peak. Based 

on the law of the yield in the last few rounds that its growth has gradually shrank and the 

requirement raised by the central bank in its monetary policy report last year that “the yield 

curve of government bonds should facilitate interest rate fluctuations centering on medium-term 

lending”, the peak of the yield of government bonds in this round may be around 3.4%-3.5%, 

and the fluctuation range of the yield in 2021, around 40-50 bps. 

To obtain the full report, please call our Customer Service Hotline +852-2860 7111.



 

 

 

 

 

 

 

 

 

 

 

 

 

中诚信国际信用评级有限责任公司 

地址： 北京市东城区朝阳门内大街 

       南竹竿胡同 2 号银河 SOHO6 号楼  

       邮编：100020 

电话： (8610) 6642 8877 

传真： (8610) 6642 6100 

网址： http://www.ccxi.com.cn 

 

 

 

 

China Chengxin International Credit Rating Co., Ltd 

Address:  Building 6, Galaxy SOHO,  

  No.2 Nanzhugan hutong, Chaoyangmennei Avenue,  

  Dongcheng district, Beijing, 100020  

Tel:  (8610) 6642 8877 

Fax:  (8610) 6642 6100 

Website: http://www.ccxi.com.cn 

 

中国诚信(亚太)信用评级有限公司 

地址： 香港中环康乐广场 1 号 

  怡和大厦 19 楼 1904-1909 室 

电话： (852) 2860 7111 

传真： (852) 2868 0656 

网址： http://www.ccxap.com 

 

 

 

China Chengxin (Asia Pacific) Credit Ratings Company Limited 

Address: Suites 1904-1909, 19/F, Jardine House, 1 Connaught Place,  

  Central, Hong Kong 

Tel:  (852) 2860 7111 

Fax:  (852) 2868 0656 

Website: http://www.ccxap.com 

本文版权归中诚信国际信用评级有限公司、中国诚信(亚太)信用评级有限公司和/或其被许可人所有。本文件包含的所有信息受

法律保护，未经中诚信国际事先书面许可，任何人不得复制、拷贝、重构、转让、传播、转售或进一步扩散，或为上述目的存储本文

件包含的信息。 

本文件中包含的信息由中诚信国际从其认为可靠、准确的渠道获得，因为可能存在人为或机械错误及其他因素影响，上述信息以

提供时现状为准。特别地，中诚信国际对于其准确性、及时性、完整性、针对任何商业目的的可行性及合适性不作任何明示或暗示的

陈述或担保。在任何情况下，中诚信国际不对任何人或任何实体就 a)中诚信国际或其董事、经理、雇员、代理人获取、收集、编辑、

分析、翻译、交流、发表、提交上述信息过程中可以控制或不能控制的错误、意外事件或其他情形引起的、或与上述错误、意外事件

或其他情形有关的部分或全部损失或损害，或 b)即使中诚信国际事先被通知该等损失的可能性，任何由使用或不能使用上述信息引起

的直接或间接损失承担任何责任。 

本文件所包含信息组成部分中信用级别、财务报告分析观察（如有）应该而且只能解释为一种意见，而不能解释为事实陈述或购

买、出售、持有任何证券的建议。中诚信国际对上述信用级别、意见或信息的准确性、及时性、完整性、针对任何商业目的的可行性

及合适性不作任何明示或暗示的担保。信息中的评级及其他意见只能作为信息使用者投资决策时考虑的一个因素。相应地，投资者购

买、持有、出售证券时应该对每一只证券、每一个发行人、保证人、信用支持人作出自己的研究和评估。 

 


	CCXI & CCXAP – Research & Commentary

