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I B PRI TS E T W 55 48 AR A P 2 A9 R R (Altman, 1968) . Ghosh Al
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Risk Taking and Corporate Bond Financing Costs:
Strategic Adjustment Perspective Based on Credit Rating

Gu Xiaolong', Shi Yanping®, Xin Yu®
(1.School of Accountancy » Guangdong University of Finance and Economics s Guangzhou 510320, China ;
2.School of Economics and Statistics » Guangzhou University , Guangzhou 510006, China ;

3.Business School » Sun Yat-sen University . Guangzhou 510275, China)

Abstract: The companies’ risk taking significantly affects the credit rating, thereby
affecting the corporate bond issuance eligibility and financing costs, so the companies issu-
ing bonds have the motive for the adjustment to risk taking strategy based on rating. This
paper examines the changes in risk taking before the initial credit rating, and tests the in-
fluence of risk taking on the initial credit rating and its market reaction. The empirical re-
sults show that, before obtaining the initial credit rating, a firm’s risk taking continues to
decline, and then rises slowly, indicating that the companies adjust risk taking to cater to
the rating demand; risk taking and the main credit rating are negatively correlated;
through the intermediary effect of credit rating. the risk taking is significantly positively
correlated with the costs of bond financing. The companies can obtain the ideal main credit
rating by tactfully adjusting the risk taking, and thereby achieve effective saving of the financing
costs.

Key words: risk taking; initial credit rating; corporate bond financing cost
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