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The Pricing Efficiency of Chinese Treasury Bond Futures Market:

Evidence from Different Risk Mechanism

ZHANG Linlin JIANG Pan
( Institute for Financial Studies Fudan University Shanghai 200433 China)

Abstract: The treasury bond markets still have frequent volatility since the launch of Chinese treasury bond futures mar—
ket and more and more attention has been paid to pricing efficiency. Thus the Markov switching vector autoregressive model is
used from the perspective of different risk mechanism to make empirical research on the pricing efficiency of Chinese treasury
bond futures and treasury bond. The empirical results show that the Chinese treasury bond futures market has some fundamen—
tal pricing ability but not as good as that of treasury bond market. The pricing efficiency of treasury bond futures market under
low-risk mechanism is obviously higher than that under high—risk mechanism from the perspective of price leading relation—
ship. However the degree of impact between treasury bond futures market and treasury bond market is much greater under
high—+isk mechanism than that under low—risk mechanism from the perspective of response of impact. These results indicate
that lack of information efficiency under high—risk mechanism plays an important role in pricing efficiency of treasury bond fu—
tures market. In addition the relationship between the treasury bond futures and treasury bond markets further confirms the
reliability of the results above.

Key words: treasury bond futures; different risk mechanism; price discovery; pricing efficiency; Markov switching vec—

tor autoregressive model
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