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Abstract: This paper provides a comprehensive
analysis of excess returns specific to corporate
bonds. We construct a measure of excess
returns that uses synthetic Treasury securities
with identical cash flows as benchmarks,
thereby fully removing interestrate effects and
isolating the component of returns specific to
corporate bonds. Using a monthly sample from
2002 to 2024, we find that corporate-bond-
specific excess returns differ significantly from
standard, T-bill-based excess returns, both on
average and in the cross section. We further
examine the effects of a broad set of bond-
level characteristics and systematic risk factors
on corporate-bond-specific excess returns. In
addition, we decompose interest-rate effects
into duration and higher-order components.
Together, these findings provide a foundational
benchmark for future research on corporate
bond returns.
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