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Theoretical Logic, Practical Dilemmas, and Suggestions for High—Yield Bonds
Supporting the Financing of Innovative Small and Medium-Sized Enterprises

Xu Feng Liu Yuan Han Ningyuan

Abstract: High—yield bonds are characterized by relatively high investment returns, comprehensive contractual
clauses, long maturity terms, and significant price volatility, which are highly compatible with the characteristics of
innovative small and medium-sized enterprises. However, the development of China’s high—yield bond market faces
several practical dilemmas. For instance, risks of local urban investment companies are prone to evolving into risks in
the high—yield bond market; the imbalance in investor structure leads to a lack of vitality in the market; and the design
of contractual clauses exacerbates the volatility of investment returns from high-yield bonds. The future development
approach for China’s high—yield bond market should focus on strongly supporting innovative small and medium-
sized enterprises in issuing high-yield bonds. Meanwhile, supporting measures are needed, including establishing a
highly differentiated credit rating system, enhancing investors’ professional capabilities, improving contractual clauses,
boosting market liquidity, promoting internationalization, and rationally responding to defaults.

Key Words: High-yield Bonds; Innovative Small and Medium-sized Enterprises; Financing Constraints
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