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Abstract

Guarantee circle financing can alleviate bank risks and reduce transaction costs under informa-
tion asymmetry, but it will also amplify enterprise crises, easily form a large-scale enterprise de-
fault phenomenon, and produce financial risks. Enterprises are the main factor in the formation of
the guarantee circle, but also the fundamental reason for the outbreak of the guarantee circle cri-
sis. Bank lending is just a direct trigger, therefore, the formation of the guarantee circle should be
curbed from the enterprise itself. At present, China mainly relies on bank supervision and gov-
ernment to solve the problem during and after the event and lack of a source prevention mechan-
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ism. Starting from the Company Law, we should improve the relevant institutional environment,
restrict the financing of enterprise guarantee circles from the rights system, procedural system
and subject qualifications, and prevent the formation of guarantee circles.
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