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Abstract

This study investigates empirically the determinants of the credit default swap spreads (CDS spreads) in Taiwan. The CDS spreads transaction data that cover the period from July1, 2001 to October 31, 2008 were provided by Far Eastern International Bank. We document that the majority of variables, detected from the credit risk pricing theories, explain more than 44.7% of total level of CDS spreads. Our regression results indicate that credit rating, leverage, equity volatility, issue size, industry type (electronic and financial) are all significant determinants of CDS spreads, while maturity, risk-free interest rate, new or old issue, market condition (stock index level) and market measures of systematic risk are insignificant. 
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