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Corporate Leverage and Bond Spreads

— An Analysis Based on Empirical Evidence of Chinese
Corporate Bonds from 2014 to 2021
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Abstract: This paper focuses on public corporate bonds issued from 2014 to 2021 and uses the quantile
regression model to assess the influence of corporate leverage ratios on bond credit spreads. It compares the
results with those of the traditional OLS regression model and concludes that corporate leverage has a positive
promoting effect on bond credit spreads. It further notes that the positive effect is significant for bonds with
relatively high credit spreads, but not for bonds with relatively low credit spreads. Additionally, when bond
credit spreads are high (more than the 45% quantile), the leverage ratio has an increasingly strong positive
effect on credit spreads.
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