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Preface

In economic system reform China has gained tremendous
achievement and established preliminarily socialist market economic
system in the past twenty years. The Third Plenary Session of the 16th
CPC Central Committee approved a decision which would perfect the
system. Investment and financing system reform are two important
tasks for the new economic system. Investment as the important
component of social aggregate demand, is a main measure to expand
reproduction. Finance is the modern market economic vitals. Their
combination will not only help investors to break throught imprison of
accumulate ability so that they can full capitalize on social fund to
quicken capital accumulation, but also utilize social savings effectively
so that they can change the savings into investment to expand
aggregate demand and increase aggregate supply, promote sustaining
and fast economic development. In the past decade, investment and
financing administrative system has carried out any reform in China,
and acquired plentiful achievements. But comparing with the
developmental demand of socialist market economy and the whole
process of economic system reform, it still lags relatively. To dispose
these conflict, we must hold on reform and research assiduously.

Direct financing reform is the frail field in China’ s investment
and financing administrative system reform. Expanding direct
financing will increase investment capital, improve enterprise capital
component and disperse financial risk. Due to some historical

reasons, its reform has not been broken through materially up to now.
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With the great change of distributional macrostructure in China,
savings from inhabiant gradually becomes the main source of social
total savings. In addition to the bank speeding up commercialize
reform, it is very urgent for China to head off the risk from ill assets of
bank. As to investment and financing administration reform,
expanding direct financing is more and more necessary, important and
urgent obviously.

Financial situation in China currently is that enterprises have to
increase investment mainly depending on market financing since they
lack self-accumulate ability and national fiscal investment gradually
withdraws from competitive fields. Up to now, most enterprises
financing comes from the bank loan. Direct financing only takes a
little proportion, in which bond financing takes even lower proportion.
In the early 21st century in China, it only took near 10% , comparing
with its proportion as high as 50% or more in developed countries in
Europe and America. That too simple channel and pattern of
enterprise financing, are unfavorable not only for expanding the fund
source for enterprise investment and improving assets-debt structure,
which concentrate finance risk in bank system overly, but also for
stabilizing finance and developing capital market. Stockholders ’
equity financing and bond financing as two main kinds of direct
financing, should develop in phase. According to the decision
approved at the Third Plenary Session of the 16th CPC Central
Committee, a new administrative system of investment and financing
should be perfected to expand direct ﬁnancing,. bond market and
debenture.

After discussing some theories, the book, titled “a study on
theory of enterprise bond circulate funds and its development in
China” , summarized the reform experience and precept from the brief

developmental process of enterprise bond, put any suggestion of
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developmental policy and operational measure. The author, who had
dealt with local enterprise bond as a manager for a long-term, used his
abundant practice experience to press this book that especially close to
reality for readers. The author analyse the current situation of
enterprise bond in systemic way through academic and practice study.
After that, he put forward a theory frame for enterprise bond financing
in China. The book analyse financing risk in detail and suggest us how
to keep it away in practice. Most specific measures summarized by the
author are neoteric for financing risk. It deserves to be mentioned that
although the author has to spend much time on doing onerous official
business as well as studying assiduously finance doctorate, he provide
us with a enterprise bond research so roundly and theory combining
with practice so well.

This book, a summary as the author’ s practice for over ten of
years and academic research, will contribute to the development of
enterprise bond financing market in China. Now new administrative
bye-law of enterprise bond will be issued in nearly future, the book

may do duty to practice and deeply research of bond theory.

Bai Hejin
February 2 ,2004
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