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Equity Investment of City Investment Platforms and Corporate Bond Credit Spreads
GUO Dong ZHEN Hongxian

(School of Accounting /China Internal Control Research Center, Dongbei University of
Finance and Economics, Dalian 116025, China)

Abstract; Based on the data of corporate bonds and medium-term notes of A-share listed companies
in China from 2015 to 2021, this paper empirically examines the impact and mechanism of equity in-
vestment by city investment platforms on corporate bond credit spreads. It is found that equity in-
vestment by city investment platforms can significantly reduce corporate bond credit spreads. The
mechanism test shows that equity investment by city investment platforms helps reduce information
asymmetry between enterprises and bond investors, promotes enterprises to fulfill their social re-
sponsibilities, and lowers agency costs, thereby reducing corporate bond credit spreads. The hetero-
geneity test indicates that the impact of equity investment by city investment platforms on reducing
corporate bond credit spreads is more pronounced when the city investment platforms have higher
credit ratings, for high-tech enterprises, when enterprises face higher financing constraints, and in
industries without bond defaults. The conclusions of this paper are of great significance for preven-
ting and resolving local debt risks, promoting the high-quality development of the bond market,
and the subsequent transformation of city investment platforms.

Key words: City Investment Platforms; Equity Investment; Bond Credit Spreads; Local Debt Risks;

Market-oriented Transformation
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