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Abstract

Repo, officially the sale of securities with a simultaneous
commi tment to repurchase them in the future, was traditionally a financing
vehicle used by banks to raise money off their bond portfolios. Like all
financial transactions, Repo attracts a variety of participants. It
remains a pivotal financing vehicle for financial institutions, but these
days it even attracts some fund managers who are seeking additional yield

on bonds.

The first and second chapters address the strengths of this thesis,
indicating the specialty of the Repo and describing the background of
Chinese Repo market. The third chapter brings forward several investment
strategies referring to Repo .Basic investment strategies are shorting,
Repoing again, and longing bonds. Advanced strategies include leveraged
shorting, hedging interest risk, arbitraging with forward bond trading,
and leveraged longing with an extreme low price and simultaneous shorting
honds with an extreme high price. The fourth chapter first focuses onrisk
characteristics then how to yield from the potential risks of Repo . The
last chapter points out the limitations of this thesis and expectation

for the future research.

Keywords: Repo, reverse Repo, forward, arbitrage
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