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Four facts about China’s onshore government bonds

China’s bond market can be divided into three categories: onshore RMB (CNY), o�shore RMB (CNH), and o�shore 
USD-denominated bonds. Among them, CNY bonds make up the largest proportion of the market.

1 Dominate the onshore RMB bond market

2 Provide good income in the low yield environment

Sources: Bank of International Settlements (BIS), People’s Bank of China, ChinaBond, Markit, JPMorgan, Wind, Bloomberg, HSBC Jintrust, HSBC Global Asset 
Management. As of January 2020.

Sources: Bloomberg, HSBC Global Asset Management. As of 20 May 2020. 

The world’s major central banks have pushed their policy rates down close to zero or even into the negative territory. 
Hence, many countries’ government bond yields have plunged to record lows. In this low yield environment, investors 
find it challenging to capture reasonable income. Nevertheless, China’s onshore government bond yields are attractive 
compared to their counterparts in other major countries.

The market size of CNY-denominated 
Chinese bonds is around USD $14 trillion

The majority of onshore CNY bonds 
are government bonds, with 70% of 
sovereign and quasi-sovereign bonds

Market size is smallest among the three 
categories (around USD $6.4 billion), with 
only 30% of government bonds
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Market size is less than USD $1 
trillion, mostly are corporate credits 
across di�erent sectors
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4  Internationalize: inclusion into global indices

3 Diversify risks: lowly correlated with global bonds
The onshore CNY bonds, including government bonds, are lowly correlated with the world’s other major fixed 
income assets. During market turbulence, CNY bonds can hedge risks as they diversify the income sources in the 
investment portfolio.

Foreign ownership of China’s onshore CNY bonds used to be low. However, as major global indices recently 
included Chinese government bonds, the market has attracted enormous global capital inflow. In recent years, the 
proportion of foreign investors holding onshore Chinese government and policy bank debt has been on the rise.

Sources: Bloomberg, HSBC Global Asset Management. Correlation calculated in local currency, using weekly data for the 3-year period as of 8 April 2020. Onshore 
RMB Bonds: ChinaBond Composite Index; Global Bonds: Bloomberg Barclays Global Aggregate Index; EM Bonds: JPMorgan GBI-EM Global Composite Index; US 
High Yield Bonds: BofAML US High Yield Index; US Treasury Bonds: Bloomberg Barclays US Treasury Index; BofAML Euro Sovereign Index

Onshore CNY bonds’ correlation with world’s other major bond markets

Foreign holdings in Chinese government bonds rise
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Actions of Inclusion

Chinese onshore bonds issued by government and policy banks 
were included into the Bloomberg Barclays Global Aggregate Index

Chinese government bonds were included into the JPMorgan 
Government Bond Index Emerging Markets (GBI-EM)
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Sources: Wind, Bloomberg, HSBC Global Asset Management. Data as of March 2020. 
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This document is prepared for general information purposes only and does not have any regard to the specific investment objectives, financial situation and the particular needs of any specific 
person who may receive it. Any views and opinions expressed are subject to change without notice. This document does not constitute an o�ering document and should not be construed as a 
recommendation, an o�er to sell or the solicitation of an o�er to purchase or subscribe to any investment. Any forecast, projection or target where provided is indicative only and is not 
guaranteed in any way. HSBC Global Asset Management (Hong Kong) Limited (“AMHK”) accepts no liability for any failure to meet such forecast, projection or target. AMHK has based this 
document on information obtained from sources it reasonably believes to be reliable. However, AMHK does not warrant, guarantee or represent, expressly or by implication, the accuracy, 
validity or completeness of such information. Investment involves risk. Past performance is not indicative of future performance. Please refer to the o�ering document for further details 
including the risk factors. This document has not been reviewed by the Securities and Futures Commission.
Copyright © HSBC Global Asset Management (Hong Kong) Limited 2020. All rights reserved. This document is issued by HSBC Global Asset Management (Hong Kong) Limited.
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