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On the Macro Determinants of Credit Spreads of
Corporate Bonds in China

DAI Guo-qgiang', SUN Xin-bao®

(1. School of Business . Shanghai University of Finance and
Economics, Shanghai 200433, China ; 2. School of Finance ,
Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Based on Merton structural model and the panel data from
Feb. 2000 to Sep. 2010, this paper empirically studies the determinants of
credit spreads of corporate bonds in Shanghai and Shenzhen bond markets.
The results indicate that GDP index and M1 supply have positive impacts on
the credit spreads of corporate bonds., while the risk-free interest rate and
yield curve slope have negative impacts on the credit spreads of corporate
bonds. In addition, the model provides a more sound explanation as the cred-
it rating reduces; the goodness of fit of the new model after introducing non
-linear and former-term variables increases by a big margin, which shows
that the new model provides a more sound explanation for the reality.

Key words: corporate bond; credit spread; structural model; credit
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