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ABSTRACT

ABSTRACT

In the process of the development of China's financial system and capital
market, bond financing has become the main way of direct financing in the capital
market, and its importance has become increasingly prominent. With the
continuous expansion of the issuance scale of China's bond market, the amount
and quantity of outstanding bonds have also increased, and the accumulated credit
risks in the market have gradually been released. Therefore, it is particularly
important to assess and judge the credit risks of the issuing entities in advance, and
to warn of the factors affecting debt defaults. Credit rating plays an important role
in mitigating the problem of information asymmetry in the bond market. Through
specific credit rating methods and default risk assessment, a comprehensive
analysis of the issuing entity can be conducted, which is conducive to revealing its
default risk and preventing the company from falling into financial difficulties.

This thesis analyzes the credit bond market and finds that since 2014, the
number and amount of defaulting entities in the credit bond market have been
increasing year by year, and the number of bond extensions has also been hitting
new highs. The enterprises that default on their debts are not only listed companies,
but also various types of group enterprises. As the risk of bond default continues to
be exposed, credit rating agencies are adjusting their ratings more frequently. From
the perspective of default reasons, the newly added issuers generally have the
problem of high debt due to aggressive expansion and high-leverage operations in
the early stage. Under the influence of external factors such as the pandemic, the
operating conditions of enterprises have significantly declined, and their external
financing capabilities have been limited, gradually exposing liquidity risks. Based
on my experience in the credit rating industry, this thesis selects a typical case of a
private group enterprise, Dangdai Group, which defaulted in April 2022 with a
large amount of default and involving multiple types of bonds, as the research
object, and contributes to the research of the bond market.



Research On Bond Default Factors From The Perspective Of Credit Rating—Based On Dangdai Group

This article mainly adopts a case analysis approach. Firstly, it introduces the
basic situation and debt default of Dangdai Group. Then, it focuses on analyzing
the factors that affect its debt default from the perspective of credit rating analysis.
Combining relevant theories and research conclusions on bond default factors and
bond credit ratings in the literature review, it analyzes four dimensions:
debt-paying environment, wealth creation ability, debt source and liability balance,
and other factors. It is concluded that key factors that affect Dangdai Group's debt
default include macro environmental changes, a decrease in core business revenue,
deterioration of non-core business operations, failure of diversified investments, an
increase in debt scale, a higher proportion of short-term debt, limited corporate
assets, "strong subsidiary weak parent” financial structure, and poor refinancing
capability.

Based on the analysis of the default factors in the case, this article evaluates
and warns of its default risk through the Z-Score model and F-Score model, and
proposes the construction ideas of a comprehensive bond default warning system
based on the advantages of the Z-Score model and F-Score model. This system can
conduct a comprehensive analysis and warning of the default risk of similar
corporate bonds. Finally, the article puts forward suggestions on how to prevent
default risk, improve credit ratings, and improve the bond market. To prevent
default risk, companies should regard changes in the external environment as an
important basis for adjusting their development strategies, focusing on core
industries, avoiding aggressive diversified investments, strengthening fund and
liquidity management, improving capital operation capabilities, and attaching
importance to comprehensive debt risk management.

Keywords: bond default; default factors; credit rating; default warning
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