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Maturity walls are an overlooked source of rollover risk

- Maturity walls: a majority of debt comes due within short window
- Large source of rollover risk
- Failure to rollover −→ investment cuts, layoffs, and/or default

- Common feature (47%) of non-financial firms’ debt structure

- Rating agencies think maturity walls are important for forecasting default
- Standard credit-risk models usually track debt maturity, not maturity concentration

- Aggregate risk: many firms may need to refinance maturity walls at the same time
- Can amplify credit-market freezes

Why do firms choose maturity walls and how much do they amplify default risk?
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Why do firms choose maturity walls?

Economies of scale in bond issuance:
- Issuing bonds has large fixed costs

- Underwriter fees fall with issue size

- Large & infrequent issues saves on costs
- Create concentrated repayment dates

- Firms trade off
- issuance-cost savings from concentration
- rollover-risk costs from concentration

Structural model (estimated on FISD / Compustat, 1995–2019):
Firms jointly choose leverage and maturity concentration ⇒ feeds back into spreads and default
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Maturity walls drive firm and aggregate default risk
1. How much do maturity walls matter for firm credit risk?

- Causal effect: ↑ default rates by 36 bps (25%) & borrowing costs by 30 bps (21%)
- Timing of debt matters independent of how much firms borrow

2. Do maturity walls amplify an aggregate credit shock?
- Firms refinancing a wall when the shock hits account for 16% of defaults (2x baseline)
- Omitting maturity walls understates transmission to defaults by 14%− 60%

3. Are firms less risky if it is cheaper to issue debt?
- Cheaper debt ⇒ firms disperse maturities (less rollover risk) but borrow more
- Leverage effect dominates: default ↑ 1 pp & spreads ↑ 1.2 pp

Debt maturity concentration is first-order for understanding credit risk
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