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The Impact of Ownership Structure
on Corporate Bond Yield Spread:
Evidence from Emerging Markets

Ming-Sung Kao
Department of Finance and International Business, Fu Jen Catholic University
Chyi-Lun Chiou

Department of Business Administration, Fu Jen Catholic University

The close relation between ownership structure and credit risk has been
addressed in prior research. Most studies focus on evidence from developed
countries. There is limited investigation built on the specification of emerging
markets. With regard to the specification on ownership structure, this study aims
to address the connection between ownership structure and cost of debt financing
for companies from emerging markets. Our finding conveys that shareholding of
family members and institutional investors alter corporate bond yield spread in a
significant way. Consistent with prior literature on risk taking, our evidence
shows that shareholding of institutional investors increase corporate bond yield
spread while family ownership narrows it. Furthermore, we find that the impact
of shareholding is more pronounced for companies with bad credit rating,
compared to those with nice reputation. This implies that creditors give weight to

the institutional investors’ influence on bad rating companies.

Key Words: Corporate Bond Yield Spread, Institutional Investor, Ownership

Structure.
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