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Legitimate Foundation of the Government Participating
in Disposition of Bond Defaults

DUAN Binghua

Abstract: The historical experience of government participating in the bond market shows
that the current obstacle does come from the blind intervention of the government in the early
stage. However, the solution lies in clarifying the certainty and stability of the role of the
government, rather than eliminating the role of the government. Because of the legal property of
rigid payment, bond market is different from high-risk financial fields such as trust in the risk
prevention. Current criticism of the government’s role in the bond market is overcorrect. The
government’s participation in the bond market is not only due to the practical needs of the market,
but also due to the fact that bond default disposal has the connotation beyond private autonomy as
legal governance of market risk. In order to prevent the improper participation of the government,
it is necessary to restrain the role of the government from three aspects: self-censorship,
information disclosure and accountability.

Keywords: Bond Default; Rigid Payment; Government’s Implicit Guarantee; Government’s

Participating; Systemic Risk
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