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Abstract: Interest rate risk premium plays an important role in long-term rates movement. It is very
meaningful to study term premium and the information it conveys. This paper uses an affine model
to get ex-ante risk premium in two of China’s Treasury bond markets, and then examines the possible
macro-economic sources of term premiums. A VECM model is used to describe the joint dynamics of
term premiums and macro-economic variables, which show that inflation and economic development are
the most important macro-economic elements to affect term premiums. Money supply and credit growth
are also the sources of term premiums. Finally, this paper finds out that inter-bank market investors
concern the economic situation more than exchange market investors do.
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1 100 0 0 0 0
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