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The Comparison of Debt Cost between Inter-bank Market and

Exchange Market

Yu Xin and Gong Yangshu
(Shanghai Stock Exchange Research Center Shanghai  200120; Shanghai University of Finance
and Economics)

Abstract: The primary function of bond market is financing. At present, Chinese bond market is
divided into inter-bank market and the exchange market, there is a big development gap between
the two markets. In this paper, we will give a comparative study of the efficiency of corporate
finance in these two markets by researching in debt cost. We find that the issuing interest is lower
than the exchange market, but the guidance to issuing interest and issuing monopoly led to an
increase in implicit issue cost; the insufficient capital strength of the exchange market led to a high
level of issuance interest rates, but the securities company’s timing ability and the truthful demand
for bond ensure a lowest implicit issue cost.

K eywords: issuing interest rate, market timing, i nvestor structure, approval system
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