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Abstract

The objective of this study is to examine the bond market, the
phenomenon of herd behavior, and to further explore the possible reasons
for the phenomenon of conformity. First, try to combine competitive
advantage of Keynes’s concept of beauty contests and the real bond price
which satisfies martingale process Bond market in general there are two
kinds of traders, one has both public information and private information,
the other has only public information. Under conditions of asymmetric
information, two kinds of traders’ trading strategies are the use of rational
expectations under conditions to estimate the bond’s market price.
However, we can find that there are some factors which affect the bond’s
market price. Like bond’s true value, public information and supply
shock.

Finally, the model is found by the study will not lead to herd
behavior bond market the most important factor is the interest rate
behavior equation owned by traders. We select the exogenous variables
which to compare their weight in order to determine the conditions of

herd behavior.
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