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Investor Protection under Market-based Governance of
Corporation Bonds

Hong Yan-rong
(Law School, Peking University, Beijing 100871, China)

Abstract: Created from scratch, China’ s corporation bonds developed from strict regulation to market auto-
nomy and gradually formed a bond market based on market-oriented resource allocation. In this process, issu-
ers are obtaining more financing autonomy and dominance, whereas investors are becoming passive recipi-
ents of bond contracts as they are beset by collective action and rational “indifference” of individual action.
Thereupon, a new governance structure has been formed. The wide disparity between the status of issuers
and investors in the market makes it difficult for investors to protect their rights, which is more conspicuous
in the case of bond default. In this background, government needs to play a better role in market-based bond
reform. What’s more, it is necessary to introduce norms of public law to limit issuers’ abuse of financing au-
tonomy, strengthen trustees’ role as spokesmen of investors, and provide a judicial rescue mechanism to fa-
cilitate investors to protect their rights. Only in this way, can investors make up for their disadvantages under
the market-oriented governance and a sustainable bond market be established.

Keywords: corporation bonds; market-based governance; imbalance of interests; investor protection
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