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Information content of the hidden factor: Evidence from the
China’s treasury bond market
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Abstract The hidden factor is the information that has no or little effect on the current interest rate curve
but affects the expected interest rates. Using the hidden factor idea proposed by Duffee, we find that the
variance ratio of the five-factor model in China’s treasury bonds market is only 0.41, which confirms the
existence of the hidden factor. Then we exclude the interest rate curve information from the risk premium
factor to get the hidden factor, and confirm that the hidden factor in China does contain a wealth of
economic information content. It is closely linked with the inflation and the macro-liquidity, especially the
inflation indexes. But the hidden factor has little to do with the economic growth information. At last we
find the hidden factor in China has rather great power on predicting future interest rate.
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L= —0.9358 0.0126%%* 9.30%

R 300 183k —0.0341 0.0574* 5.66%
M2 —0.0988 0.0056%** 5.61%

M1 —0.1553 0.0310%* 3.58%
BHBEE 0.4767 0.0848* 3.44%
AR A A —0.0024 0.2622 0.09%

PMI —0.0335 0.5037 —0.49%

W2 Z O HE —0.0536 0.4274 —0.74%

BRI —1.2622 0.7584 —1.00%

MAEBREELH  0.0232 0.6041 —1.04%

Tl mfE 0.0065 0.8475 -1.10%

IR AR BE R TENLER. *L RO RIFRR 10%., 5% F1 1% #BEHAKE, TH.

F 3 WETRHOREE R By, HATY MR R THERE T E R AR

(1) MEEMASE, REEGRTS 6 4L FRIZRMERE T E 20 5 8 R ik 5 2R stk
B, MR Rr g K 22045 2. XM CPL, PPL, M1, M2 4% MBUR A [BH R E0R 3, FE R? &0k, i
ToAbIEIMERERR. B9, RGOSR REGIARBE . [ R? BARTIEH. TCRSPE 300 H55080
BE U B T AR AP EBARREINCIRET, ILRNZE 38 SR T ST
HEN YIRS 2R SR B IR E R sk B BB A . B2, BRI TSR RE
[ F R HARR G5 AR T R R T B 2500 205 15 5., JF HLAE PRl o Sl AT A I S e 5 R, X BARZAF
G AT E .

(2) NEHFRIEM T A, R 3 PR EIERPEERTZ SN, FEA NE 2, v ATRA
PRfE s 75 B & & CPL/PPI B lalVd R ¥R 2 e, VTS OB ™ &, R T8, M1/M2 |1y
5] 5 R E i o, UEEAEE MALSARTE RS, R THMIK, ST A AR R, A TR 5T MBOR R
BT SR 500 E A1, DR TBCRBISCE, B R0 TR R KRR E R 7, TR TR
(RPN RTEFHE), #ERTARIREHERK, 7 MBORCE o] REMBR, B e IR 300 H540a [l
IR BB E R, T AR A IR T A L TR T R SR SE RS, IURHER IR TAMR. Bz, MBI E%
FITT B ATRT LAt —20 0T, SRAR B R T4, ARAR M BRI 8K, X 5E 3 EAER D
SRABZ 3.

(3) FEXT RN T HA RN ERN &S T, SN e R 5o E VIR 2l Ak E &, CPLA
PPI {y [T E%% R 75580 T 43.91% 1 12.63%, HBFHAKTES/NT 1%; HAbAS By BIE 4% R 70
HFE 10% VAR, Hordr M2 fsgna iz ia i, HEE KRB B EHAKTRT 1%, HAJUEE R BB HAKT4R
FE 1% DA b S0 B SBRAPREIKE TR 3 R As R A B AN AR R T2 E AR, R CPIK
SRIETT 4y 2 — /K F B3, HMAS SEA TR, FRIEERE T =24 S & m ik 5 B
4.4.3 EEHEESHF

/N R BRI ESE T N TR A A 2B 5 B, (B S A A T Y [e] AR L, 3
HEEW R A i A 75 24 2R i f 20 B SR G, HARBERIS RN T 52 BN
2 WA EREW. ATRITZEH VAR & H BIESERD) KERE 7558 B8 —MERIE T EIRA N
BT,

AR LA R B2, A7 VAR REEFNTREAN A B R ENET TR, H%
FEE| CPI Ml PPI, M1 f1 M2 RyMIMEARE, FAEERGE, BIERAHEN VAR RANERY: Bl T
H, CPI, M2, #tMEIRIEE MA, 3R FX APYR 300 H%0 HS300. FELEE&% M AIC, SC Ml HQ S#EN]
J&, VAR BRI ECE R 1 B, BT SCE % 2800 R A T AR X R R T 58, AN 4 HE DAV TR T
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VAR AARAS B T RS R, ik (14) PR,
H, = 4.71560*%) +0.3646*%) H,_; + 0.22520**)CPI,_,+
0.0272M2;_1+0.2181M A;_1 4+ 0.0995F X;_; — 0.0016H S300,_, (14)
R? = 46.11%

VAR A AR AR¥NF 1, 88 Lk VAR BIREFRRE 0.

AUEH, HE CPI WS EXE A T B4 W, RBUKRAIE, MM s H S I REEA
TR E. MM Granger KIRALR, W5 B CPLZEMIIE T8 Granger R, (HEMEFIf4E CPI
#Y Granger JRIA.

B 4 fixds T & 25 A8 B s B T kb B A BT 2 i 45 5. IRkibma B RE, s T3 H
SHy—MREZEFT R BTV R A REY, (HEEE 4 W2 ERiEE TH R, fEHMAET TR, Xt CPI
B BUNARXT R, ZJER TR WITESRE, B+ H SXTHNRZR TTEE 60%, CPTIRZ,
FROBETERRT 20%. M2, VAR BRI £ 45 R FIESE T 719 F 85 B o B2l ik =

1.2 120
—1 H
1 \ CPI w - s ]
0.8 \ ----- e 80 "
....... VA
o~ — e MA
0.6 S 60
\ - = =HS300 - X
0.4 = 40 — — —HS300
0.2 O e
o o - Lo
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s
(a) Rk i (b) FFEsME

B 4 FEFTEMNERETIMPIESHED
4.4.4 FEREFHTNEES
TEFFARA T fE B a2 R, BITERR T FERE T TGE S, RS KRR ERIR
eI BSEFIR A ? BATHE T HIE M EE— R E AR, Bl
RXt’tJrn =1In ) - Rt,t+1 (15)

SRIFAE ORI A BB A B AT T I, AL SR SRR S TR S R (1
B 1), X5 3 o BHMAFE RN ST (B 2), SRE TR 3 o BENAFERNSTHT (B
A 3), X3k 3 FAREMAT AR ZITET (AL 4), MERKE TR 3 A RE LG A RN Z TR
U9 (BERL 5), XTErALFFA RN ZITEIL (B 6), XHEME THErE LA Em Lot (A 7). %4
W TR

A WEREBAEF W HUIE R T X — 50 ToiR2 AT R 2T ], R T AR
RIE A BA B Iy, miH, WA 3 SR 2, A 5 SRR 4, BLAY 7 5L 6 Bt H Al
LIEH, fEIEE e, MG IEARET#RE. fR 4 5E 2 WERMAS, ROTHUGELAEE
U H RN T, HAHRAM AR A BIIECR, (AR [ BAE AT MR S b, R s L
MIRIRGH TR R & H R

HK, R T BN R BN IR, SR WE SR RN T (10), — R GEr s Do s (10,
BRI ARG (D). o TR SR 2 G BUEREIA T 54 S S MM LR B LE AR, WAL
B S R EON IR R B B AL —FRRITE] RAPZER “BOFe B LA ST AL, SRARERER, i
PRI TR, —4RIR IR SR, 2R,

7 AESINIHBBI R R 5, Bl IRBL, ZERE S TR A AR, AR
BONBER U 300 4950 F SOTBORVBE M AEIRS AR A TS, LA KR T e
11, B ARSI R SFRIRBCELE, =, I~ SRIFR 10%, 5% A 1% 0 BEHAT
12, H B, BADR IS Granger QR

13. RS (1) AR, 5K (15) BRELRFRFAIRBUGE, EACIAET, K& 2~6 SFHIFEFEA 1 FRBBIR R HIE
14. HREISCHIF, 7 CPLA PPL HEAMGEM T CPL 78 M1 fl M2 A{UEA T M2.
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2 T CPl HXABWYVLRM EEMER, TS SRR T3 &R b 25t AL i rh, “E 2Bt
PAERE ST 1 AL BB B M —FHG BB BA BN, WA, XTSRS
BOARM, AL AR RS 1, (HER AR AR R R A B 7y; IR, 05 A 2 B
A4 W R J7ROK, TAE 47.59%. R, BN T ERE S CE MR R S, FREXTR
KRR BA WER BN S7, (AR 5T A BA BT 2505 5.

® 4 BRETHHNEES

mEE R 1 I 2 R 3 R 4 HE 5 i 6 R T
EREF 0.9931 %% 0.8061** 1.0048%%* 0.6765%*
CP1 0.5047%%* 0.1485 0.6149*%**  0.3041
M2 0.0284 —0.0437 —0.0500 —0.1127
EHBEER —1.2701%%* _1,0951%%* —1.6859%** _] 5835***
% 0.1223 0.1953 —0.2024 —0.0497
HS300 —0.0749%** _0.0704*** —0.0704%** _(0.0698***
HEMREE —0.0027  —0.0011 0.0067 0.0063*
Tk hnfE —0.0029  —0.0799 —0.1071 —0.1145
EE B = R & 24.9750%* 22.6713** 30.9662*** 26.9584%*
MESHBREELH 0.0348 —0.0545 —0.1160 —0.0846
PMI —0.0566  0.01666 0.1368 0.1786
TP OHEE —0.1701  —0.0874 0.0545 0.0184
AR R? 25.85% 27.57% 36.72% 2.89% 30.5% 41.19% 47.59%

a, 8 GHERIA TR B R, BA MR AT LA HAL AT #9728 By B R Pk
B—RER R “STMBORIAE” MEIHRBRZE NN, bR fEIERBBENIE, “EE R
PSSR B3 AR N IE S 2 A 5 MIBORE . ZIR SR TEAL . BEREIEIRI, AR MR, X 5
R 2B T R IR E.

5 &g

ZSCLA 2005 4F 1 H 2012 4% 5 HRERI T E G A5 g, PH T 3E E GA R EARR 4544
HIVE I &, RBL T — S H B

B FEUITTRESRERY, YREWEGARGEN =EFRRRE R E TR, FZEMN 0.99 KIET
FEH] 0.41, X —J7TH 1 ITE R E E 5 i LB ATEE A T, T EW S L RIZEFEAR 2 SR BRPER;
FH—I7H, XAWAREERAT, FEGEHH W = 705 ST BRI T AR G BN AR 2R T AR 7R B8 DA, an SRR
T HATRIR MR, =N PR R RIAFARCR, (EAnRE A T X I RR e A 1 280 b A 7 AR S T,
AR RE st I R M E S oty L mT DUMEAS SC— R A 7 S AR BE Ve e Al R PR,
T H 40 Joslin, Priebsch #1 Singleton!? | Barillasls! —FEH DI A WA B 5 A T B & .

HIR, g 7525 A =1 RIEATFH VAR /8r2R0, s THE S E F e G e &5,
I+ H AR B A TE IR XL shER (5 B, JTHOE CPI M{E R, CPI 2/ 1/ Granger JRH, 247
G ERB™E, ZOR SRSk, W B0 (R 5 2P R B I R S,

B)a, SCUERFFTRE, FRE E T3 LA R X AR R A B S AR A B B B W T T, AT
FrERRR R E R 2B RBE” MPERT HXASER R R A TIRCR, (HAIR ROAE 24 Hiray F) 2 1FR
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