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VR AR bR 29 00 v R IR T, e B T R BT 3845 R 22 5 4.804%, B 8 T 1l R4 V- 2445 A
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Pt RS Y T ARAT DGR A E R . 1994 443 B i i R b U7 BUR R AL S FEAL
AN, IH TSI ) R b 7 BUR AN BB 28057 . ZEX P 0T, B D Hh J7 BURF R 55 °F & (13
PN T RAE T B0 BIAE 2008 4 [ B < il e AL ] R DY A2 TR E 8 T
A 7 MARAT 5 N KB i %5 (Bai 2%, 2016; Acharya 25, 2024) . 2R, M7 555 I L 5K A 5
T AR ARNAZ DRAS IC (2 /NR AR, 2023) N ) BE A E CRB ST 555 2023) s Ak G138 360 T [
Cik B85, 202D 5 — RA B O 7 nss i J7 i 45 1 B, 2010 45 6 1, E 45 B 70 AT BN R CH
55 Wt O T 015 M 77 UM Rl 58S 6 2 W B G e RIS RN D), TR AR R VS IR A W R ARAT Rl B AT
No BeAL, BT ERATIY R B R N AE DY B B8 AR 70 8 8 55 PRI, R AT X Il 152 24 ) i DYk R 80 S H
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DU AERR 77 NG MR, 1k B 4k B2 IR 4w HRAEE DY SRR H I (Chen 45, 20200 . fEBE 2
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BY U IR WA 5, i 55 AR .
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M LA A8 2 =) B S A5 XURS: 3R AT & BE VPl RTS8 AN o TEIBURT 22 U030 T 24T 0 ) 56, - HE 15 3
P\ T I B ST, R ARSI IR A FIAE XU (1 B 0 FEAT T 4k 8 i
BAAANEI . RCNEREL X — AN, KIAER 2 4 2 2 85 3% A 7 52 bR 1 £ 45t
RE D RIS T RS, HOGT S 48 28 =) 00 A FF i B A 7 AR 35 R, R T 4 3 AR A | AU )
ARELAR B o 3X — R I F) T HE R 45 5l 00 T 3% 4k 52 A0 AR A = 1 T 3 A0 5 2 g R R

Z ERHEMRRBRIR
() IEAR B L F A K AE 5
G b, AR B R AT 22 R RAT AR T 48 3 B R U B M o RAT AR AE X

oA 1R, A AT 2 ISR o T E ML T BURFAE GR A SRR T 5 R B BUR A AR SRS 2. A
e 50 .



ETRI PUEE D N8RRI R AR S KRR
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Spread, ,,,, = a+pBDefault  +yX,;, . + 06X, s +0X,+ ¢, + 1, + & .., (1)

ijkidt

Horp, W@ R A & Spread, ,, RN KAT I % . %5 Chen 55 (2020) LA K AL/ 4255 (2022)
FRIRIE T, AR SR 330 A0 A AT IR 1) 232 T M) 236 15 R AT LA A [) 810 S8 38 R # L O ot B i e R 22
ZE R AT SRR R AT O 22, DA B IR AR 6T (5 AR 5 R B A . i ROR B, R,
kIR A A IR 197, (RO o T AR A B kA — AR AR R AT 2, B A IR 1A
M RAT UK, DR H A S A O YR A B T A o %O R AR B 2 Default, U0 IR A T KAE R
17 L H R AR AR FR B LS4, W Defaulr, BB 1, 754 0,
ST T I AE X IR AR BB AT 5 A I I BEAR R A A IAE S AR SO | AR R R AT S AL PR .
A EEAHE LN =R A B COIMAR 2 5 B 78 3 2% 7 M4 403 1) 26 WL 28 T 2 8 0 U IR 2L
Xy o ZHXNBETE % (2021) UL AR — 75 % (2023) B 52, A SO 7 L — S E i g i 2
THT P W TR 950 F0 28 35 K Je 7K Y-, BLAR 45 - 30T GDP( Ciry_gdp), LA T GDP [ H 58 % ok i
i 41 GDP( Province_gdp), UL4E 4y GDP (1) B 2R X $R 47 &5 44 0 A7 & 51 55 ( Province_debt) ,
LA A A7 051 55 10 B SRR BOR A 25 3T I B 45 8 A ( Fiscal_balance) , 58 L30T — A 3%
RN G — A PR SO L 55 =77\ L E (Service_ratio), 5€ SCNIRTTEHE = IR
i GDP (Y LEH o ()OI A FIRFAE X,y o 2575 5K % (20200 DL Bl 7 HE 55 (202 1) HIBE 7T, A SCH%
)1 bR FEIR AR A ) 2 T 45 B, B &R e 0 CProfitability, LA R & E LSO
Eb SR i ) B 72 G5t Z. ( Liability) « it 31 2R ( Liquidity ) L K & 1 9715 &5 EE ( Long debt) .
IR RATIFAEX,, T B FEWIR A5 RAT IR ( Maturity)« KAT BB Scale) « RAT I )T
g% (Rate)® VL 2 15 4 BL(Option)
2. Bl A A% G BB Y
AR SR AR (2) MUY (3, A 36 A A 35 240 26 380 T PAY RS0 717 1) £ A 4% 200
Spread, ,,,, =a+ B, Within_city
+ B, Within_city

+B.Within_city,,, .., +BsWithin_city
+¥Xija t 6Xk,1—% +O0X,+ ¢+ [, + s

kil (1=1,0)

ik 1(1=3,1=2) (2)

Jik,l(—00,t=3)

S, BRI A KR AT B IRT 1 4R P, SE TR IR A FAR SR 7 R kAR A 2 A,
W) Within_city,,,., , SUEN 1, 70 0 WS FESRIE A 7 kR A7 655 IR0 2 46 50T 1 46 Y, JCF 76 5%
17 4 S AB IR 2 7 R A A 20 S, W Within_city ., U 1, 75009 05 Within_city,,,, . »
R Within_city,,,, ., {05 AL R4 . i T A SO T 005 AT 5 b 356 240 10 I 1AL B 5, B,
Bo By A, T LA s e 200 L 1 KO B A A8 1

@ 5 BRSBTS H 8 TS Q2 DI 7k, A SCKAE T 2 T 4% 28 i 5 —4F, 3% 2 71 2 T A2 A8 st g — A4
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FLRERE I, AT B DR 2R A0S R 1) A A 20 002 T i SR 1) ik B8 AR b 7H o B Ak, SRPE 3 T P s S
AFAEAG GO, TR [R] — 3ok 117 P9 RO 50 2 W) A7 A2 R EL S, AT T AR SO A5 7R (2) o (R A 1 3%
FES T JZ AT RRALHE

Spread, ,,, =a+p,Between_city,_,, ., +p.Between_city, ., ., +p;Between_city, . . .
+YXijoor T 06Xy +OX + ity + € s

(3

+ p,Between_city hdcot3)

For, WORIRAL 2~ W) kAL RATBIZF AT 1 B, FPTAE I T A K A2 i AR dr i 20, 5 B 42 48 13 1) 3
fib 38 117 A A AR AR 29 F AT, W Between_city ., , BUE Y 1, 54 05 40 IR 2 5] kAE RAT 571
B 2 SR 200 1 AE N, LT PRI i WA R A AR bR i 2, BT 72 48 40 1 AR SR T R A AR AR i 2
1, W Between_city,_, ..., WAE 9 1, 75 W}y 05 Berween_city, . ,,, M Between_city,_,, ..., 7€ X
DA 4 .

RS B8 3 T (8] B4 A% G ROSE I, ATk — B Gl B 1 BT AR K AR AR R B A AR A, DAHRRR
T A A G R B I AT O 28 50 Wk 8 2 &0 3 T o 40 o e R ) A% B RORE . b Ab,
SRAE IR 1T 1) B S A AE A Qe RN, ) R R () — 48 0y A R 345 2 B A7 (R RH ELRE R, 8] T AR SR AR
B3 R bR HE R TE S 13 )2 T HEAT SRR AL B

(OB S5 FEA

HR¥E Wind ZEitaR &, 32 T 2018 4 7 A KA E IRARPRE L F0F, DN A SO L 2018 4
1 H 22023 £ 9 HAESREA ] . 48t M1 b 2% 117 1) I BORD 42 5% 24l >k B CEIC #0482, 3 45157 11
FATAR B~ A = 19 5% ot DA K AR AR i 20 804 oK 1 Wind £dls 2 .

A SO REAAl 1 LT AR 5 B [ I A2 AR AT 18] 17 3% M1AZ 5 P B AT B B SRR A o 3t X T B
LA WA S S R AT REARHEAT UL IS : S B B AR R R IR A X T i R AR
BT ER 1% M4 R AL B . RSO IR A RAT 18622 A AUREA, Lt 12073 M REA PR AE G 43 (il
TR WD FERE AT R K AR JEFRIE L), 6549 MREARFREA Oy (W5 M = 6D K AT JEbrid
2y TE N0 AT, W0 TG RE  E , A ST A R A I L 1 6549 MREAR, ViX £ R BN
i, M — MO IR 2~ B B HE ORBURF 9 T 0 BUR B8 GRBURF (B85 45, 2021, AEARIE £ X
Wr 5 4 A% G (0 m] BE AR B/, DRI AR SCRE ISk yE AR RSB AR R iy W I SE e 58 =, AR (s
B~ BT AAE 298 Oy CARTL J5 W7 V0D 78 W BUIR B0 A 22 5% 52 0y B AR AR UK 22 53, an A F 42
FEATEAT BIA, T2 55 3G B e Al AF b 13 29 B 520

IR TGS R B, BB IR G B R AT 22N 2.39%, ARE L E 63 11
RATH 208 1.681%, 32 AR 8 2158 3 1 Rl 5% A W 2 BIR . 3E 208 47 -~ X 38T GDP A4 4y
GDP WL TR A8y, REAE AT E WIS . 5ARE L% 0 B, 35208 0 % i
FR P BB R B BR A AG, (ER Aot 24 ) 1)~ 2 PRI .

x1 FTETESMAEMSIT

BLHE G AEEAE Y
MIME BNl ME IEONE| MIME BNl /ME LEON!
Spread 6549 2.390 0.212 5.073 12073 1.681 0.212 5.073
Province_gdp 6549 8.487 7.183 9.076 12073 8.739 7.183 9.431

O© TR IR, ERTIO AL GBI, o B2 375 200 2 R 2 B A b 204 Y URE IR IX AN %A, (ELE 2078 P9 IR AR A R 33T i
SERIR T P BRI (DAL e o DRI, FERGTIGAS JEROSIIN, ASCTIN 12073 AL 0 1 T REAAE Xt IR AT A1
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HFR1 FETEWRMSIT
ELE M ESSRAER

LA YA f/ME KA LA YA f/ME KA
City_gdp 6549 6.303 4.475 7.641 12073 6.656 4.474 8.268
Province_debt 6549 14.033 12.919 14.534 12073 14.058 12.919 14.543

Scale 6549 7.420 1 20 12073 7.030 1 20

Maturity 6549 4.335 0.492 10 12073 3.844 0.492 10

Rate 6549 9.724 8 11 12073 9.763 8 11

ST o
PO, SEELE R o #h

(DS HE MR 73

2 AN CD ] T A AR AR R, (H B TR [ RN B (2042 i T 4 A R AL B AR
3 18 58 RS B (3D E— 4% ] 7 44 43 [ 58 RN o 45 BB IR, Y Default, I REBAES] (1D 2 F(3)
W FONIE, RV ARARE 20 B3 A3 28 W A8 57 55 11 37 38 3 1 1 58 v D R B AR o AR A3
) HA B R B A F] R GTRE D T B 5 I XURE 3G N, #3585 & WAL ARRR S A A A% 8
1 AR 15 2 o0 HL A AT R 3k 5 50 2SR B v K U RSz s A7 o TR, AR SCABGE 1 o o ARG, B2
BN FAE R G2 B R A AEAR R LY, W R S ERAEGUE W B RAT I 2R R R R
0.913%, AHX T35 2948 43 S B0 1K 7 38 R AT AN 22 2.39%, Fil 5% B A 1) 38 1 2 i35 38.2% 0 2R
P23 1 B R AT RS 7.42 A2 e w61, TR R R AT B AR AR 2L 2 24140 700 1 n AL, 3X
g BN AR 5 51k AL RE 0T B XS 48 I —Fk 9% AR b T 15 55 S 4E 0 B e ot
R FBR AR, AN T R M55 R

®2 FREASHEFMBREK

Q)] (2) 3
Spread Spread Spread
Default 0.986™°(6.91) 0.9977°(6.93) 0.913"(6.69)
City_gdp —0.466""(~15.06) —0.449"(~14.48) —0.201"°(~6.04)
Province_gdp —0.988"'(—20.49) —1.040"(—20.80) —0.654(~1.01)
Province_debt 0.5307(8.63) 0.7537(8.41) —-0.059(—0.21)

Scale

-0.025"(-8.60)

-0.0277°(=9.11)

-0.022"7°(=7.7D)

Maturity -0.096""(-11.85) -0.096""(~11.54) -0.079™"(-9.61)
Rate —0.780""(-35.81) -0.775""(=35.77) —0.808™"(—38.28)
RO 14.289"(21.90) 11.584(11.68) 19.803°7(2.87)
Hopbiz ) = i il il
A T S AR Azl il i
B 3 [ e RN Az ES ikl il
N 6549 6549 6549
Adj. R 0.4832 0.4902 0.5359

VE: TS WA R R G I, ™ TR R IRAE 1 %, 5% 10% K BB .

O ZRMRIRA, SCH AT A 5 [ S5 5, 354 D4 AT {2 R
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D R A Qe RN o3 Hr

1 AEARIE L " A e BB 73 B

R 3HICDEREIR, AEARE LA A 01 A7 75 XU A% G 2ONE, (B2 A% G 280 2 B I (]
. ROA A AR BURT 1N, [F 30 A A A mU R A AR S A A, A 2o
i BT RAS AR B R . BRI A RAE R BUAT 1 AR A AR AR A F AR R R, T
BAF R RATH E R BE R 0.458%. X — AL LN 15 )5 1 IR 5 AT RE A2 X 385 A T ) 2% 1k
55 FH XS 72 48 R I 286 0 B B

®3 KRR RN

(D | 2 3 @
eprit s Hebr R 2R
Wity Wit IR Wi Wl 1A
Spread Spread Spread Spread
(-1 0.45877(2.90) 0.018(0.33) 0.3397(2.29) 0.118(0.99)
(t=21-1) 0.373(1.62) 0.067(0.69) 0.2327(2.08) 0.154(1.19)
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Financing Costs of Local Government Financing Vehicle
Bonds and Risk Contagion: From the Perspective of
Non-standard Financing Defaults

Jiao Weilin, Zheng Weiwei, Zheng Xu

(Antai College of Economics and Management, Shanghai Jiao Tong University, Shanghai 200030, China)

Summary: Local government financing vehicles (LGFVs) mainly adopt three common financing meth-
ods: bank loans, LGFV bonds, and non-standard financing. Due to low transparency and lack of standardized
data, there is little literature to conduct in-depth research on non-standard financing. However, in recent years,
non-standard defaults have occurred frequently, and the negative public opinion they trigger easily drags
LGFVs’ other debts into the mire and leads to a regional contagion effect. Given that the central government
has always attached great importance to the risk resolution of local debt, it is of great significance to explore
the impact of non-standard defaults on the implicit debt of local governments.

This paper uses the bond issuance and non-standard default events of LGFVs, and local economic and
fiscal data from January 2018 to September 2023. By comparing the bond issuance time and non-standard de-
fault time, it identifies the LGFVs that have experienced non-standard defaults or been affected by the conta-
gion effect before issuing bonds as the treatment groups, and studies whether the treatment groups face higher
financing costs in the bond market. The main findings of this paper are as follows: First, the occurrence of
non-standard default events of LGFVs will transmit risk signals to the market, resulting in higher bond finan-
cing costs for LGFVs that have defaulted. Second, non-standard default risk has a significant contagion effect
within cities, and its intensity shows the characteristics of attenuation with time, but the contagion effect
between cities is not obvious. Third, the higher-rating, higher-administrative-level, and main LGFVs are more
strongly affected by the contagion effect.

The main contributions of this paper are as follows: First, it studies the local debt risk that may be brought
by non-standard defaults, enriching and deepening the understanding of related fields. Second, it finds that
non-standard default events can expose the actual solvency and credit risk of LGFVs, and have a significant
impact on the public financing costs of LGFV bonds, which is suitable as a proxy variable for the credit risk of
LGFVs. In the context of the government’s repeated emphasis on breaking the rigid redemption, this finding is
conducive to promoting the market-oriented pricing of LGFV bonds.

Key words: LGFV bonds; non-standard defaults; debt risk; financing costs; contagion effect
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