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Abstract

The investors of corporate bonds have to undertake the additiona risk that the corporate will
lose the ability of paying off the principal and interest and default. So the return of corporate
bonds should be higher than the interest rate of the same period. The difference is the default risk
premium. This paper uses the estimation result of Zheng and Lin(2002) and makes an empirical
test on the default risk premium in China's corporate bond market. The results show the existence
of default risk premium, which increases generally with time horizon. This matches the rationa
investment idea. But due to the less development of China's corporate bond market, the price of
corporae bonds is unreasonable in some extent and in some periods.
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