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Abstract The usage of Chinese municipal corporate bonds has changed from infrastruc-
ture investment to debt repayment, which reflects the new characteristics of debt risk. Due to
huge debt pressure and poor solvency, local government financing vehicles (LGFVs) rely on
debt rollover to make up for the shortage of liquidity and to avoid debt default. This problem
is rooted in LGFVs’ non-marketization nature. These findings indicate that debt rollover can
only temporarily relieve the debt repayment pressure, regulators need to strengthen the sol-
vency of LGFVs by deleveraging, debt replacement and functional transformation so as to re-
duce the debt risk of LGFVs.
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