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On the influence of inflation on the credit
of the corporate bond and equity

KEN SATO™ KOICHI MIYAZAKI™

In this research, we give default risk to each company and analyze the short or long term relationship between inflation and
default risk of each company using Granger causality test in Japanese stock and bonds markets in the period from 2003 to 2011.
As a default risk, we adopt the hazard rate which is derived from the equity and the default probability which is derived from the
bonds. Moreover, we analyze whether companies with a high debt ratio significantly reduce each default risk (hazard rate and
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default probability) by inflation.
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