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Debt-to-Asset Ratio and Corporate Debt Repayment Risk
—Based on Debt Structure and Asset Quality
ZHANG Xinmin, HAN Zixuan

(University of International Business and Economics, Beijing 100029)

Abstract: The debti-to-asset (D/A) ratio contains certain information about a company’ s debt repayment
risk. However, using it as the only metric for measuring debt repayment risk may lead managers to overemphasize
this ratio, thereby neglecting the company’ s actual operational needs and its long-term development strategy. In
some corporate management practices, controlling the D/A ratio to a specific percentage may force companies to
take unnecessary financing actions. This blind financing behavior harms the company’ s financial performance and
shareholders’ equity.

This paper examines the relationship between the D/A ratio and corporate debt repayment risk, utilizing both
theoretical analysis and case studies. The findings reveal that the D/A ratio does not directly equate to the debt
repayment risk faced by a company. The assessment of a company’ s debt repayment risk is not only closely related
to the D/A ratio but also to the company’s development stage, debt structure, and particularly the composition of
operating liabilities, financing liabilities, and asset quality. Specifically, the structure of financing liabilities and
operating liabilities is the key to understanding debt repayment risk. In the stage of ongoing business development,
the dominance of operating liabilities and the high D/A ratio due to business activities often indicate strong
competitiveness of a company rather than an increase in debt repayment risk. In contrast, the interest-bearing debt
ratio can more accurately measure a company’ s true debt repayment risk level. Furthermore, a company’ s ultimate
debt repayment ability depends on asset quality, rather than purely on financial ratios. High-quality asset allocation
and a robust operational structure are core elements that support long-term debt repayment ability. A company’ s
debt repayment ability is fundamentally determined by asset structure allocation, asset profitability, and the ability
to obtain cash. In addition, with the advent of the digital economy, traditional D/A ratio analysis methods are
undergoing transformation. During the digital transformation process, the financial structure of companies has also
undergone profound changes. Especially with the introduction of data resources, traditional methods of calculating
and using the D/A ratio need to be updated.

This paper presents a new perspective on the multidimensional interpretation of the D/A ratio and offers
theoretical support for optimizing debt structures, enhancing asset quality, and improving financial management.
Companies should not rely solely on the D/A ratio as a core indicator, but should instead comprehensively examine
the diversity of debt structures, asset quality, and interest-bearing debt ratios. By optimizing the profitability of
operating assets and cash flow generation capabilities, companies can establish a more robust financial foundation,
leading to sustained long-term growth and value enhancement. This paper offers practical insights into advanced
financial management strategies and provides theoretical support for policy formulation and corporate risk
management.

Keywords: debt-to-asset ratio; debt repayment risk ; debt financing; debt structure; asset quality
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