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Local Differentiation and Risk Prevention in
Non-Market Bond Issuance
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Abstract: This paper analyzes bond issuances by local state-owned enterprises by defining the non-
market bond issuance index and combining the economic situation of various provinces and cities as well as the
change in the number of newly issued enterprise bonds and the change in the total of bonds outstanding. The
results show that bond market investment capacity is now fully tapped and there is a clear divergence among
different geographic segments of the market. Investment demand for bonds from enterprises in economically
rich regions is stable, but there is less appetite for bonds from remote and lagging regions, as leverage levels in
these areas rise. Given the likely need for large-scale borrowing in the future, the investment carrying capacity
of bonds from economically prosperous regions may be further reduced, driving up the reliance on non-market
bond offers. That could increase the vulnerability of the bond market overall. This paper concludes that it is
imperative to strengthen debt risk management.
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