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The Contribution of Public Sector Financial Information to Municipal Bond
Markets: An Analysis of the Spread over Government Bonds
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This study examines the Japanese municipal bond market and how its

interest rates are or are not affected by public accounting information.

Although municipal bonds in Japan are non-government-guaranteed, local governments are not subject
to the Bankruptcy Law and therefore do not go bankrupt. Under these circumstances, there is no
agreement on whether municipal bond interest rates depend on accounting information. Some previous
studies have found that municipal bonds are virtually the same risk as government bonds.

This study found that public accounting information disclosed by local governments has a
significant relationship with municipal bond interest rates. This result iIndicates a great potential

for future accounting research in the municipal bond market in Japan.
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