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We empirically investigate whether management team shared working experience
(TMT Exp) and background homogeneity (TMT Hom) affect firm credit risk using
U.S. corporate bond data. We find that TMT Exp is negatively associated with
corporate credit risk by increasing asset value and reducing asset volatility, whereas
TMT Hom shows a similar association by enhancing asset value and alleviating
information asymmetry. These effects stem from greater cohesion, integration, and
consensus within the management team. In addition, we also find that subordinate
executives’ power enhances the TMT Hom and TMT Exp effects due to the internal
monitoring function while concentrated institutional ownership has the opposite effect
due to the external monitoring function. Moreover, a higher proportion of female
executives attenuates the TMT Hom effect, whereas greater managerial ability
amplifies the TMT Exp effect. Finally, our findings are robust when considering the

endogeneity issue.

Key Words: Top management team (TMT); Background homogeneity; Shared

working experience; Credit risk; Bond yield spreads.
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