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Bond Market Lead Underwriters and the 'Reasonable Reliance' Principle
DUQi XUWei TAN Xujun LI Xuan
(Legal Compliance Department, Changjiang Securities Co., Ltd.)

Abstract In China's bond market, the role of lead underwriter has evolved from bearing overarching responsibilities
to adopting differentiated liabilities, with the 'reasonable reliance' principle gradually established and refined.
However, practical challenges persist, including ambiguous operational guidelines, disjointed enforcement-judicial
coordination mechanisms, and inconsistent judicial rulings. Grounded in legal realism theory, this paper proposes a
comprehensive and nuanced framework for designing 'reasonable reliance' rules through 'dynamic standards', and
integrating public policy considerations to balance legal interests in individual cases. Under China's current "prudent
reasonable reliance' model, the existing 'two-step mechanism'—distinguishing routine due diligence from necessary
review in exceptional circumstances—requires further refinement to harmonize procedural and substantive aspects.
This paper advances a new 'five-step assessment framework', outlining five types of 'cross-cutting issues', categorizing
four scenarios of 'material anomalies', and establishing intuitive 'red flags' to ensure case-specific fairness through
a '"post-hoc reconstruction' approach. To safeguard investor compensation, mechanisms such as indemnification
remedies and professional liability insurance for intermediaries should be introduced. Through policy guidance, legal
constraints, and market supervision, it is possible to create a culture of 'reliance without over-dependence, diligence
without absolute liability, and presence without overreach'. That in turn can advance the high-quality development of
China's bond market.
Keywords Bond Lead Underwriter, Reasonable Reliance, Prudent Reasonable Reliance, Dynamic Standards of
Duty of Care
JEL Classification GI18 G24 K22
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