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Debt Structure, Volatility and Credit Risk
— Empirical
Evidences from Chinese Listed Companies

SHI Xiao-jun', CHEN Dian-zuo®
(1. School of Economics and Management , Beijing University of
Aeronautics and Astronautics, Beijing 100083, China;

2. Beijing SinoTrust Business Information Censulting Co. Ltd. , Beijing 100028, China)

Abstract; Merton type default models are very important for modern
credit risk pricing and management. Studying its applicability in China is of
obvious significance to improve the credit risk management capacity of Chi-
nese banks and firms. Using a sample of 72 listed companies from China,
the paper makes an empirical study on the two basic hypotheses about the
relationship among debt structure, asset volatility and credit risk which are
derived from Merton model. Empirical results show strong evidences for the
hypothesis of relationship between debt structure and credit risk but weak
evidences for the hypothesis of relationship between volatility and credit
risk. Some suggestions for further research are given in the end.
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