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Abstract: Small and medium-sized enterprises have been an important driving force for domestic economic development. A
large number of small and medium-sized enterprises have made great contributions to promoting employment and stimulating
innovation. However, there have been serious obstacles for SMEs to gain finance through securities issuance. Specifically, most
SMEs are currently unable to obtain credit ratings of AA or above, and have to introduce third-party guarantee to achieve bond
financing. Based on the sample of SME private-placement bonds issued in 2012-2016, this paper has empirically tested the impact
of credit rating and commercial guarantee mechanism on the cost of private placement financing, and the interaction of these two
mechanisms. The empirical test results indicate that: (1) The appliance of credit rating generally reduces the degree of information
asymmetry between the enterprise and investors, and the higher the rating result, the lower the financing cost of the company; (2)
Companies with low credit ratingshave more propensity to introduce guarantee mechanism, and so the financing cost of companies
with guarantee is higher; (3) For companies with both information of credit rating and rating of the guarantee agency, guarantee
agencies with good business reputation can reduce financing cost of private-placement, but of less importance than credit rating.
The theoretical analysis and empirical results of this paper show that in order to give full play to the role of private-placement debt
in the effective financing of SMEs, it is necessary to further improve the credit rating mechanism, strengthen the liability of the

rating agencies for subsequent following service, and rationally implement the commercial guarantee mechanism.
Key words: private-placement debt, information asymmetry, credit rating mechanism, guarantee mechanism, credit rating
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