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Table 1 Description of bonds’ variables

Spread

Tr_spread

Lg_tradeday

Lg_amount

Lg_turnover

Insurance

0-1

Before 2015

0-1

2015 1 2015 0

Lg_gdp_per GDP

1 GDP

Size

Maturity

Credit

AAA 12 AAA- 11

Public

0-1

Put

0-1

Call

0-1

Lg_fsize

Roa

Leverage

Gdp_gro GDP

Rate

Res_maturity

43

(1) (2)

Spread = a + B,Insurance + yControls +

+0+u+e (1)
Spread = a + 3,Before + yControls + & +
O+u+e (2)
(1) (2) Spread
; Insurance
43 Before

(1)

43

Insurance
Before

Controls

43

(3) (4)

DTr_sprecml = a + B,Insurance + yControls +
B 6+0+u+e
gi,g_tradeday =a+@,Insurance + yControls +
H S+0+u+e

(3)
DTr_spread = a + 3,Before + yControls + 68 +
B 0+u+e
%,g_tradeday = a + B,Before + yControls + 6 +
H 0+u+e

(4)
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(3) (4)  Tr_spread rlr_spread, = a + B,Insurance + yControls +
1 % o0+0+u+e
O
ETr_spreadl = a + BInsurance + yControls +
U 0+0+u+e
( Lg_tradeday) (6)
(5)
. 3 (3) 4
(4) 43 (6)
GDP ( Lg_gdp_per) .
Insurance ( Lg_rev_per) ( Rev_exp)
l Bh \Bl
0 Before
2015 1 2015
0; Controls . (5)
N N ( 6)
1
( Pro) . ( Year) . 1
( Industry) 60 wu . 2 ( PSM)
2) N Spread
43
(43 ”» 3 4
“ (7) (8)
” 43
(1) ~ (4
Lg_amount = o + B,Before + yControls +
S+0+u+e (7)
(5) (6) Lg_turnover = a + 3, Before + yControls +
Ppread, = o + B,Insurance + yControls + S+0+p+e (8)
E S+0+u+e Lg_amount
Eﬁ'pread, = a + B/Insurance + yControls + Lg_turnover

. S+0+u+e \
(5)
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43 N
2
43
2
Table 2 Comparison of descriptive statistics of sample variables with different guarantee status
Insurance =0 Insurance =1
Mean( 1) - Mean(2)
Statistic N Mean St. Dev. N Mean St. Dev.

Spread 9 237 2.530 0.996 1139 2.938 1.160 —0.408 ***
Size 9 237 9.760 6.955 1139 9.158 5.706 0.602**
Maturity 9 237 4.368 2.128 1139 6.238 1.910 1.870***
Credit 9 237 9.008 2.150 1139 10.463 1.391 —1.455™*
Public 9 237 0.59%4 0.491 1139 0.752 0.432 —-0.158***
Put 9 237 0.254 0.436 1139 0.279 0.449 -0.025

Call 9 237 0.049 0.215 1139 0.012 0.110 0.037 7
Lg_fsize 9 237 2.538 0.453 1139 2.101 0.478 0.437**
Roa 9 237 1.261 1.396 1139 1.644 2.408 —-0.383***
Leverage 9 237 0.567 0.141 1139 0.494 0.178 0.0737%*
Gdp_gro 9 237 0.096 0.050 1139 0.102 0.058 -0.006 ***
Lg_gdp_per 9 237 4.758 0.225 1139 4.726 0.229 0.0327***
Province 9 237 0.503 0.500 1139 0.319 0.466 0.184 ™
City 9 237 0.451 0.498 1139 0. 466 0.499 -0.015
2
GDP
1

Fig. 1 Overview of the distribution of urban investment bonds in mainland provinces
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Table 3 Comparison of descriptive statistics of sample variables at different issuance times
43 43
Mean( 1) - Mean(2)
Statistic N Mean St. Dev. N Mean St. Dev.
Spread 2 806 2.951 0.889 7570 2.435 1.035 0.516***
Insurance 2 806 0.122 0. 006 7570 0. 105 0.307 0.017"
Size 2 806 8.998 6.143 7 570 11.57 8.080 —-2.5727%*
Maturity 2 806 5.211 2.383 7570 4.337 2.049 0.874
Credit 2 806 9.068 1.812 7 570 9.292 2.000 —0.224***
Public 2 806 0.774 0.418 7570 0.551 0.497 0.223 7%
Put 2 806 0.140 0.347 7570 0.301 0.459 -0.161***
Call 2 806 0.007 0.086 7570 0.058 0.234 -0.051
Lg_fsize 2 806 2.380 0.468 7570 2.531 0.472 -0.151 %
Roa 2 806 1.117 1.296 7570 1. 805 1.986 —0.688
Leverage 2 806 1.574 0.175 7570 0.570 0.134 —1.004 ***
Gdp_gro 2 806 0.138 0.055 7570 0.082 0.039 0.056 ***
Lg_gdp_per 2 806 4.647 0.227 7570 4.79%4 0.212 —0. 147
Province 2 806 0.551 0.497 7570 0.458 0.498 0.093 ***
City 2 806 0.401 0.490 7 570 0.472 0.499 -0.071***
3 43
43
43
43
; 43 N
( Spread) 4 1~
4 (1) ( Insurance)
43 5 ~ 8
(2) 43 ( Before)

4
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4
Table 4 Regression results of third-party guarantees on the signal feedback from the primary market of urban investment bonds
43 43 Insurance =0 Insurance = 1
(1) (2) (3) (4) (1) (2) (3) (4)
Insurance 0.074 0.09 |-0.150**| -0.086** Before -0.4277| -0.784" | 0.678*** | 0.150**
Size —0.011*| -=0.007 *** | =0.022*** | = 0. 009 *** Size -0.0127*| =0. 005 *** | =0.059 *** | = 0. 039 ***
Maturity | 0.1107** | 0.090*** | 0.002" 0.026*** Maturity 0.045™** | 0.051 -0.013 -0.027
Credit | -0.0857**| -0.074 | -0.139** | —0. 112*** Credit —0. 1247 =0. 104 | —0.075*** | 0. 099 ***
Public | -0.8327***| —0.834™*| —0.619™* | 0. 630 *** Public —0.646 % —0. 681 % | —0. 865 *** | —0. 548 ***
Put -0.3047%| —0.122*% | 0. 115*| -0.044" Put 0.005 | -0.118*| —0.048** | -0.169"
Call -0.243 -0.106 | 0.533* | 0.578** Call 0.473%** | 0.552%** 0.317 0.285
Lg_foize |-0.192%%%-0.296*""| -0.040" |-0.393"**| Lg_fiize |-0.161"|-0.433"*| 0.121° | -0.173**
Roa -0.002 -0.003 |-0.028**| -0.003" Roa -0.0297**| -0.022***| 0.017** | -0.020"
Leverage 0.001 0.001 -0.083 | 0.244** Leverage | 0.001*** 0.001 -0.001 0.001
Gdp_gro 3.712 -0.164 | 0.323" | -1.387*"|  Gdp_gro |-1.627*""|-1.732***| —1.213" | -2.227**
Lg_gdp_per | —0.627 ***| 0. 623 | —0.566 ™ | =0.762*** | Lg_gdp_per |-0.649***| -0.750*** | -0.478*** | —0.504**
Province | —0.269*** | =0.294*** | ~0.628 *** | —0.707**|  Province | —-0.444*** | 20,518 *** | —(.881 *** | =0.907 ***
City 0.03 0.073 | -0.340*** | -0.314*** City —0.138™% | —0.227*** [ =0.393 *** | ~0. 296 ***
(Intercept) | 6.975*** | 7.516™** | 7.536*** | 8.636**% | (Intercept) | 7.542°** | 8.346™** | 6.939*** | 7.025***
FE No Yes No Yes FE No Yes No Yes
N 2 806 2 806 7570 7570 N 9 237 9 237 1139 1139
R-squared | 0.414 0.496 0.306 0.56 R-squared 0.345 0. 561 0.348 0.597
F-statistic 140.9 42.21 238.4 151.4 F-statistic 347.5 164.7 42.86 24.02
L p<0.001 ** p < 0.01 p < 0.05
4 (1) (2) 43
4 43 . 8.6 BPs
N ( Basis Point 1BP =0.01%) . 43
1, 4
43 N
2. ;
43 43
FE
N Insurance 43 N
43
Yes No Yes
( Insurance = 1)
43 ( Insurance =0) 43 .
Insurance
43
43
; 78.4 ( BPs)
43 Insurance 43
p 0. 001 43
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15 43
43
43 N
43 43
43
43
“«
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43 43
43
4 43
( Before =1 Insurance = 1) 43
N N ( Before = 1+ Insurance =0) .43
; ( Before =0 Insurance = 1)
( Before =0 Insurance =0)
GDP . 5
5
Table 5 The relationship between bondJevel factors and issuance spreads
before = 1 before =0 before = 1 before =0
insurance =0 insurance =0 insurance =1 insurance =1
Lg_fiize ~0.324° ~0.528 % ~0.09 ~0.293
Roa -0.015" -0.023** 0.047 0.003
Leverage 0.001 0. 464 *** -0.001 -0.467"
Size -0.006** -0.003 -0.021%* —0.055***
Maturity 0.098" 0.0427%* —-0.009 -0.033
Credit -0.055** —0.146** -0.150** —0.093 ***
Public —-0.824** —-0.638*** -0.122%F —0.394 ***
Put -0.155** -0.112*** -0.125 0.329 7
Call -0.116 0.585*** 0.253
Gp_gro 0.241 Z1.576% ~3.584 % ~0.872
Lg_gdp_per ~0.655** ~0.796*** ~0.567 ~0.410
Province -0.242** -0.614** -0.6327* -0.873*
City -0.035 —-0.263*** -0.236 -0.261 %
( Intercept) 7.788 7 9.623 7 9. 654 *** 6.342 7%
FE Yes Yes Yes Yes
N 2 464 6773 342 797
R-squared 0.5 0.577 0. 668 0.617
F-statistic 38.02 147.6 10.24 20.87
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Table 6 Comparison of descriptive statistics of sample variables
43 43
Mean( 1) — Mean( 2)
Statistic N Mean St. Dev. N Mean St. Dev.
Tr_spread 1937 2.668 1.028 5427 2.075 0.868 0.593 ***
Tradeday 1937 41.212 33.063 5427 | 22.948 17.961 18.264 ***
Amount 1937 72.158 145.982 | 5427 | 24.289 48.500 47,869 ***
Insurance 1937 0.219 0.414 5427 0.125 0.330 0. 094 ***
Rate 1937 6.503 1.214 5427 6.105 1.322 0.398 ***
Size 1937 13.576 8.195 5427 | 12.762 7.164 0.814***
Maturity 1937 6.694 1.420 5427 6.257 1.653 0.437 ***
Res_maturity 1937 4.410 1.553 5427 3.367 1.683 1.043 %
Credit 1937 9.626 0.926 5427 9.187 2.318 0. 439 ***
Public 1937 1 0 5427 0.935 0.247 0. 065 ***
Put 1937 0.327 0.469 5427 0.172 0.378 0.155***
Call 1937 0.005 0.072 5427 0.044 0.205 -0.039***
Lg_fsize 1937 2.243 0.413 5427 2.355 0.465 —0.112***
Roa 1937 2.254 2.088 5427 1.772 1.827 0. 482 ***
Leverage 1937 0.493 0.175 5427 0.482 0.171 0.011
Gdp_gro 1937 0.178 0.056 5427 0.112 0.060 0. 066 ***
Lg_gdp_per 1937 4.548 0.261 5427 4.681 0.230 -0.133 %%
Province 1937 0.431 0.495 5427 0.392 0.488 0.039**
City 1937 0.525 0.500 5427 0.534 0.499 -0.009
6 43
GDP 13
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Table 7 Comparison of descriptive statistics of full sample variables with different guarantee properties
43 43
Insurance =0 Insurance =1 Insurance =0 Insurance =1
Statistic N Mean N Mean N Mean N Mean
Tr_spread 1513 2.053 424 2.228 4751 2.665 676 2.677
Tradeday 1513 23.280 424 20.618 4751 41.231 676 41.144
Amount 1513 25.143 424 18.282 4751 72.949 676 69.337
Size 1513 12.298 424 11.226 4751 13.871 676 12.523
Rate 1513 6.076 424 6.311 4751 6.511 676 6.474
Maturity 1513 6.158 424 6.954 4751 6.613 676 6.983
Res_maturity 1513 3.306 424 3.306 4751 4.429 676 4.340
Credit 1513 9.087 424 9.896 4751 9.578 676 9.797
Public 1513 1 424 1 4751 0.933 676 0.950
Put 1513 0.172 424 0.176 4751 0.282 676 0.488
Call 1513 0.007 424 0 4751 0.049 676 0.010
Lg_fsize 1513 2.395 424 2.075 4751 2.279 676 2.116
Roa 1513 1.739 424 2.000 4751 2.271 676 2.195
Leverage 1513 0.486 424 0.450 4751 0.497 676 0.477
Gdp_gro 1513 0.111 424 0.116 4751 0.178 676 0.175
Lg_gdp_per 1513 4.679 424 4.699 4751 4.545 676 4.560
Province 1513 0.411 424 0.254 4751 0.455 676 0.344
City 1513 0.529 424 0.570 4751 0.514 676 0.566
43
0.175
43 43
« »”
43
0.012 3.
“ 7 4

43

43
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Table 8 Regression results of third-party guarantees on signal feedback from the secondary market of urban investment bonds
43 43 43 43
(1) (2) (3) (4) (1) (2) (3) (4)
Insurance 0.760" 0.787" 0. 596 ** 0.557** -1.036" -1.045" -0.8227° | -0.813**
Size 0.005 -0.001 -0.006 ** -0.008 *** 0.011*** 0.011*** 0.009 *** 0.008 ***
Res_maturity 0. 157 *** 0.063 *** 0.012" 0.027 *** -0.005 -0.005 -0.006" -0.005"
Credit 0. 114™% | —0.191*** | —0.055™* | -0.055™ -0.011 -0.011 0.003 ** 0.004"
Public — — -0.313** | -0.237** — — 0.028 -0.021
Put 0.016 -0.253* | 0.044 -0.025** 0.006 0.003 -0.002 0.009 **
Call 0.172 -0.379 0.651 *** 0.551 *** -0.085 -0.09 -0.022 -0.004
Lg_fsize —0.5947*F | ~0.356*** | —0.246*** -0.331%* 0.066" 0.069" 0.038 *** 0.019"
Roa -0.007 -0.019" -0.019" -0.004** -0.001 0.002 0.001** 0.001**
Leverage 0.314 -0.181 -0.098 0.084 -0.01 -0.01 -0.024 -0.04
Gdp_gro 0.314 —1.062%% | —1.919*** | _1.062*** 0.263" 0.312° -0.03 0. 347 ***
Lg_gdp_per | —0.712%% | —0.432°" | —0.333™** | -0.164" 0.084 ** 0.013" 0.040 ** 0.062**
Province —0.4747% | —0.476%*% | ~0.571*** -0.640 0.101** 0.112** 0.024" 0.051 ***
City —0.288*F | —0.284**% | —0.306*** | -0.332%** 0. 096 ** 0.088 ** 0.011** 0.017**
( Intercept) 7.741 %+ 9.228™*% | 5,671 4,734 %% 3.215%** 2,344 %% 0.443 %% 6. 654 ***
FE No Yes No Yes No Yes No Yes
N 1937 1937 5 427 5427 1937 1937 5427 5427
R-squared 0.219 0.598 0.192 0.37 0.226 0.226 0.092 0.193
F-statistic 41.51 48.93 92.09 49.28 9.406 9.406 34.35 19.52
8 FE 43
8 43
43 43
43
78.7 BPs
43 55.7 BPs 43
“ROA
43

43
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Table 9 The impact of Circular 43 on the secondary market transactions of urban investment bonds
Insurance =0 Insurance =1 Insurance =0 Insurance =1
(1) (2) (3) (4) (1) (2) (3) (4)
Before —0.644%% | 0,141 | 0.566** 0.340** 0.751 *** 0. 406 *** —1.207 *** -0.355"
Size -0.004" -0.007 *** -0.014" -0.013" 0.014*** 0.018*** 0.058 *** 0.062 ***
Res_maturity 0.045*** 0.0387** 0.093 *** 0.023" -0.056*** -0.025" -0.015** -0.010**
Credit —0.050**% | —0.0527*% | —0.143% | —0.142°%* | 0.073** 0.048 ** 0.009" 0.03**
Public -0.393*** | -0.329 % -0.249" -0.124" 4,747 4.545*** 3.017 % 2.948 %%
Put 0.078 ** 0.050" 0. 046 *** 0.184** -0.032 0.208 *** 0.516** 0. 637 ***
Call 0. 685 *** 0.552*** 0.318** 0.681" -0.463 -0.365 1.202** 1.026"
Lg_fsize —0.330%"" | —0.3727%% | -0.044** -0.204** 0.07 0. 109 0.494** 0.467*
Roa -0.022** | -0.021™** -0.017" -0.007" 0.009 0. 009 0.052" 0.048**
Leverage 0.014 0.048 -0.251 -0.137 —0.755™ | —0.7247% | -0.362%* | -0.205***
Gdp_gro — 1. 145 -0.454" -2.186™* | -0.790** 1.164" 1.186" 0.014** 0.907 **
Lg_gdp_per | —0.454* | _0.208*** | -0.405™* -0.096 ** 0.235" 0.490 *** 0.859** 0.973"
Province —0.498 % | —0.570™ | —0.5827*** | —0.717*** -0.052 -0.11 0.251** 0.28™*
City —0.227%%% | —0.297% | -0.320%% | —0.305*** 0.215" 0.148" 0.155*** 0.183**
( Intercept) 6.128 % 5.1827%%* 6.397 5.241 % -1.613** 1.352 2.52 2.011
FE No Yes No Yes No Yes No Yes
N 6 264 6 264 1 100 1 100 6 264 6 264 1 100 1 100
R-squared 0.245 0.46 0.22 0.584 0. 646 0.657 0.459 0.475
Fstatistic 144.8 78.81 21.82 23.86 256.5 119.4 52.4 18.96
9
43 43
14.1 BPs 43
43
43 34 BPs.
43 43
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Table 10 The relationship between bonddevel factors and trading spreads
before =1 before =0 before =1 before =0
insurance =0 insurance =0 insurance =1 insurance =1
Lg_fsize -0.391" -0.381** -0.313 -0.125"
Roa -0.031 -0.013" 0.021 -0.004"
Leverage -0.121 0.127° -0.471 0.018
Size 0.001 -0.007 *** -0.01 -0.011
Res_maturity 0.056 *** 0.027 7% 0.076** -0.006
Credit -0. 189 -0.0427* -0.230*** -0.115%*
Public —0.342%* -0.226
Put -0.239 % 0.035 -0.213** -0.153
Call -0.403 0.560 *** 0.784"
Gdp_gro 1.108** —0.953*** 0.426 —-1.439"
Lg_gdp_per —0.455*** -0.178" -0.146 -0.052
Province -0.3617** -0.6197** -0.677** -0.773%**
City -0.186 -0.320*** -0.339" -0.348***
( Intercept) 7.013 %% 4,965 *** 5.716*** 4,738 %
FE Yes Yes Yes Yes
N 1513 4751 424 676
R-squared 0.594 0.361 0.678 0.529
Fstatistic 38.1 42.66 15.72 12.67
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Table 11 The impact of third-party guarantees on the issuance cost of urban investment bonds when the financial situation

43

Lg_gdp_per Lg_rev_per Rev_exp
Low High Low High Low High
Insurance -0. 069 0.211*** -0.105 . 0. 298 *** -0.011 0.163**
Size -0.005 -0.009 *** -0.005 . -0.007 ** -0.003 -0.009 ***
Maturity 0.082 *** 0. 095 *** 0.088 *** 0.088 *** 0. 095 *** 0.080 ***
Credit —0.084™% | —0.069™* | —0.088** | -0.063*** | -0.085™* | -0.065***
Public —0.868** | —0.805* | —0.825%F | -0.852*** | -0.982* | _-0.693***
Put -0.135" -0.114 -0.093 -0.185** -0.134" -0.089
Call 0.154 -0.232 0.123 -0.234 0.351 -0.125
Lg_fsize —0.285*** -0.321 % -0.2527% —0.347 % -0.303 7 -0.292***
Roa 0.005 -0.009 -0.001 -0.004 0.013 -0.020"
Leverage 0. 001 -0.001 0.001 -0.001" 0.001 -0.001
Gdp_gro -0. 666 0.501 -0.759 1.212 -0. 406 0.129
Lg_gdp_per -0.810** -0.263
Lg_rev_per —0.5647* -0.243
Rev_exp -1.1757 -0.709**
Province -0.398** -0.284 %% -0.388** -0.282%** -0.395 -0.352 %
City -0.160 -0.075 -0.189 -0.102 -0.200 -0.106
( Intercept) 8. 112*** 6.145*** 7.200 %+ 6.211 % 5.689 *** 5.415 %
FE Yes Yes Yes Yes Yes Yes
N 1 401 1 405 1403 1403 1410 1396
R-squared 0.470 0.518 0.460 0.535 0.503 0.513
F-statistic 19.78 24.89 19.73 25.26 22.37 25.63
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Table 12 The impact of third-party guarantees on the issuance cost of urban investment bonds when the

financial situation is different ( after Circular 43)

Lg_gdp_per Lg_rev_per Rev_exp
Low High Low High Low High
Insurance -0.124™* -0.103" -0. 177 -0.067" -0. 128 -0.110*
Size -0.010*** -0.007 *** —0.009 *** —0.008 *** —0.009 *** —0.008 ***
Maturity 0.0317% 0.029 *** 0.028 ™ 0.029 *** 0.025*** 0.029 ***
Credit -0.066*** -0.166*** -0.1027*** 0. 121 —0.089 *** —0. 128
Public -0.675** -0.605 *** —0.640 ™" -0.618™ -0.646** -0.625™
Put -0.050 -0.064" -0.061" -0.034 -0.057" -0.054
Call 0.5117%* 0. 646 *** 0.540 7 0.625 % 0.591 *** 0.574 7%
Lg_fsize —0.438 % -0.363 —0.400*** —-0.415™ —0.489 -0.3327%
Roa 0.007 -0.007 0.009 -0.009 0.013 -0.012
Leverage 0.253" 0.285" 0.388** 0.234" 0.389 *** 0.163
Gdp_gro -0.756" —2.511** -0.666" —3.575%* -0.541 —3.905***
Lg_gdp_per -0.530*** —1.614* — — — —
Lg_rev_per — — —0.486 % -1.217* - -
Rev_exp — — — — -0.801 *** —-1.023*
Province -0.798 *** -0.696 *** -0.791 -0.583* -0.807 *** -0.636™
City -0.364** -0.281*** —0.426™** -0.300™** -0.397 -0.299 ***
( Intercept) 7.3437%% 13. 14377 6.793 7% 9.919 % 5.519 %% 6.081 %%
FE Yes Yes Yes Yes Yes Yes
N 3784 3786 3779 3791 3785 3785
R-squared 0.572 0.581 0.575 0.569 0.579 0.550
F-statistic 84.33 94.05 88.16 89.65 86.98 84.42
13 (43 )
Table 13 The impact of third-party guarantees on urban investment bond trading spreads
when the financial situation is different ( before Circular 43)
Lg_gdp_per Lg_rev_per Rev_exp
Low High Low High Low High
Insurance 0.04 0.119 0.005 0.142" 0.067 0.083
Size -0.001 -0.001 -0.001 -0.001 0.001 -0.004
Res_maturity 0.073 7% 0.045" 0.067 *** 0.044" 0.065*** 0.041°
Credit -0.205"% | —0.174™ | -0.2247" | -0.161™* | -0.187"" | -0.187*
Public
Put -0.1727% | —0.310" | -0.1717" | -0.343™ | -0.169" | -0.299***
Call -0.289 -0.263 -0.383
Lg_fsize -0.236" -0.579 % -0.209" —0.581*** -0.269** —0.489
Roa -0.029" -0.014 -0.033™* -0.009 -0.026" -0.003
Leverage —0.494** 0.064 -0.310 -0.2 -0.397" -0.005
Gdp_gro 0.402 1.413** 0.404 1.462%F 1.186" 0.098"
Lg_gdp_per -0.442" 0.035 — — — —
Lg_rev_per — — -0.314" -0.106 — —
Rev_exp — — — — -0.591** -0.344
Province —0.466*** -0.34 —0.4127% -0.860** -0.507 -0.467
City -0.298 *** -0.127 -0.266*** -0.647" -0.279** -0.264
( Intercept) 6.81277 4,844 % 5.956 7% 5.67177% 4,835 5.30277
FE Yes Yes Yes Yes Yes Yes
N 993 944 970 967 969 968
R-squared 0.542 0.648 0.533 0.652 0.573 0.637
F-statistic 22.28 32.18 19.33 33.66 25.7 31.46
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14 (43 )
Table 14 The impact of third-party guarantees on urban investment bond trading spreads
when the financial situation is different ( after Circular 43)
Lg_gdp_per Lg_rev_per Rev_exp
Low High Low High Low High
Insurance 0.112** -0.015 0.091" 0.018 0.072 0.012
Size -0.007 ** -0.0107"* -0.006** -0.010™* -0.007 *** -0.007 **
Res_maturity 0.037 *** 0.012 0.035*** 0.02 . 0.036*** 0.01
Credit -0.053 % -0.053*** -0.059** | 7 ~0.052%** -0. 058 *** -0.051***
Public -0.3717 -0.113 -0.306™* -0.137 -0.287"* -0.167 .
Put -0.029 0.073 . -0.056 0.086" 0.01 0.037
Call 0.597 *** 0. 548 *** 0.551*** 0.598 *** 0.538*** 0.621***
Lg_fsize -0.268 7 -0.408 -0.307 7 €-0.368 " —0.249 7 —0.4247
Roa -0.006 -0.002 -0.008 -0.004 -0.012 -0.001
Leverage -0.007 0.192 . 0.052 0.183 0.113 0.212 .
Gdp_gro -0.948 ™" -1.090 *** -0.1727% | 7 -0.973*** -0.413 -1.1777
Lg_gdp_per -0.390** 0.038 — — — —
Lg_rev_per — — —0.524 0.021 — —
Rev_exp — — — — —0.515%** -0.193
Province —0.5247 -0.885™" -0.586 """ -0.8137 -0.503 7" -1.005***
City -0.233 % -0.584 -0.261 *** -0.519*** —0.239 % -0. 653
( Intercept) 5.677 % 4.4327%* 5.828 4.285*** 4.058 *** 4.783***
FE Yes Yes Yes Yes Yes Yes
N 2 763 2 664 2723 2 704 2 750 2 677
R-squared 0.408 0.374 0.399 0.374 0.355 0.414
Fstatistic 30.99 26.34 28.46 27.7 26.51 31.31
13 14 43
13 3
GDP 43
15
15 ~ 4
5 ~
43 » .
43 1.5 ( PSM)
, 2 . 6
“ 7 Spread
43
3 Al 7
Credit BBB + 1 A-
AAA 8, 4 8

GDP
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Table 15 Robustness test: The impact of Circular 43 on the issuance cost of urban investment bonds
Insurance =0 Insurance =1
(1) (2) (3) (4) (5) (6) (7) (8)
Before -0.721" -0.520" -0.398" -0.428" 0.343** 0.099" 0.181** 0.137**
Size —0.006™* | —0.005™* | -0.003** | -0.005*** | -0.033™* | -0.036™ | -0.030*** | -0.039***
Maturity | 0.083*** 0.030*** 0.051 *** 0. 050 *** 0.001 0.045** -0.022 -0.028
Credit —0.0677% | —0.1027% | -0.233%* | —0.104™* | —0.108*** | —0.098™** | —0.213** | -0.099***
Public —0.738™% | —0.654 | —0.682%*F | —0.681 | —0.618*** | —0.573* | —0.640*** | -0.545***
Put —0.140™* | —0.120™* | -0.120%* | —-0.120*** 0.020 0.168" 0.191** 0.169"
Call 0.288 ** 0.545*** 0.562*** 0. 558 *** 0.329 0.387 0.352 0.292
Lg_fsize | —0.398™* | —0.444% | —0.319*** | -0.422%" | -0.123** -0.154" -0.225™* | ~0.177**
Roa —-0.026™** | -0.025™** | -0.016™* | -0.023*** 0.015 -0.020" -0.013" -0.019"
Leverage 0.001 -0.001 0.001 0.001 0.001 0.001 0.001 0.001
Gdp_gro -0.033 —1.696**% | —1.707 % | —1.598*** | _-3.056™ | -2.337*** | -2.057** ~2.181**
Lg_gdp_per| —0.637** | —0.734™** | -0.667"** — —0.866*** -0.425" -0.425" —
Lg_rev_per — — — -0.787 — — — —0.434**
Province | —0.429*** | —0.530™* | -0.460*** | —0.493** | -0.737*** | —0.905™* | -0.709*** | -0.870***
City —0.185™%% | —0.228™* | -0.192*** | —(.288** -0.254" -0.302*** -0.162" -0.307 ***
(Intercept) | 7.366** 8.003 *** 7.669 *** 7.718 %% 8.705 *** 6.311 % 6.192*** 6.227 %%
FE Yes Yes Yes Yes Yes Yes Yes Yes
N 4928 9 237 9 237 9 237 684 1139 1139 1139
R-squared 0. 564 0.534 0.578 0.565 0. 642 0.577 0.623 0.597
F-statistic 88.53 148.1 176.7 167.9 17.68 22.2 26. 86 24.07
15 Before
Be— ;3 7
fore 43 Credit BBB + 1 A- 2
AAA 8 4 . 8
4 GDhP
16 Before
1 2 Before
43
16 16 1 ~
4 7
5 ~ 8 N
1 ~ 2 5
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Table 16 Robustness test: The impact of Circular 43 on the liquidity of the secondary market of urban investment bonds

Insurance =0

Insurance = 1

(1) (2) (3) (4) (5) (6) (7) (8)
Lg_amount Lg_turnover Creditl Lg_rev_per Lg_amount Lg_turnover Creditl Lg_rev_per
Before 0.253** 0.261** 0.356** 0.670" -0.277** -0.307** -0.501" -0.552"
Rate 0.057" 0.045 0.013" 0.040 ** 0.094 *** 0.098 *** 0.288 *** 0.286***
Size 0.019 *** 0.016*** 0.030 *** 0. 024 *** 0.019*** 0.019*** 0. 062 *** 0.064 ***
Maturity -0.017 -0.028" -0.025** | -0.033** -0.016" -0.013** | —~0.017** —0.025**
Credit 0.082 *** 0.098 *** 0.047 *** 0.100 *** 0. 106 *** 0.074*** 0.005 ** 0.005 **
Public 4,992 *** 4,987 *** 0. 649 *** 5.124 % 4,924 % 4,943 %+ 2.931 2.940 ***
Put 0.291 *** 0.367 *** 0.277 *** 0.455*** 0. 198 *** 0.197 *** 0.707 *** 0.754 %+
Call -0.209 -0.244 -0.122 -0.125 0.238" 0.241° 1.135 1.1417
Lg_fsize 0.026 0.075 0.015 0.113 . 0.011** 0.013** 0.371" 0.454**
Roa 0.014 0.011 -0.003 0.006 0.017 0.017 -0.037 -0.034
Leverage | —0.657*** | —0.645™" | —0.260™* | -0.726™* | -0.725** | -0.718™" | -0.529** ~0.408**
Gdp_gro 0.103" 0.019** 0.211%* 0.156** 0.151" 0.124" 0.980" 0.436**
Lg_gdp_per | 0.589*** 0.472** -0.040 — 0.653 *** 0.587 *** 1.153" —
Lg_rev_per — — — 0. 494 ** — — — 1.199**
Province -0.115 -0.077 -0.012 -0.044 0.043" 0.033** 0.255** 0.318**
City 0.014" 0.004 ** 0.062" 0.030™** 0.010" 0.018** 0.176** 0.105***
( Intercept) 1.129 0.362 0.797" 0.532 1.927° 1.291 . 3.511 3.690
FE Yes Yes Yes Yes Yes Yes Yes Yes
N 6 264 6 264 6 264 6 264 1100 1100 1100 1100
R-squared 0.685 0.705 0.703 0.707 0.614 0.662 0.657 0. 660
Fstatistic 303.8 327.6 322.3 331.6 236.6 273.7 257.4 263.0
2008 ~2019 WIND 43 .
2015 1 1
43
43
N N 43
43 N
43 43 N
“ ” 43
43 “
»”
43 43
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Study on the changing roles of third-party guarantees in credit enhancement
towards urban investment bonds
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Abstract: The Circular No. 43 of State Council in 2014 aims to standardize the risk management of local debt
and weaken the implicit connection between local governments and urban investment bonds. This article takes
this event as a natural experiment to examine the impacts of third—party guarantees on the primary and seconda—
ry markets of urban investment bonds before and after the policy. The results show that for the primary market
the implicit guarantee makes the effectiveness of third-party guarantees weaker before the policy is issued;
while third-party guarantee shows its credit-enhancement effect after the policy is promulgated due to the fa—
ding implicit guarantees. The worse the financial situation of a region the more effective of third—-party guaran—
tees in reducing the issuance spread after the policy. The secondary market transaction spreads of secured
bonds are higher and liquidity are lower before the policy but are significantly improved after the policy. Re—
search shows that third-party guarantee as a market-oriented credit mitigation tool can only play its due role
in a market-oriented environment.

Key words: urban investment bonds; primary market; secondary market; third party guarantee;
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