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Debt—to—Equity Swap: Past, Present and Limits
of Policies

ZHONG Wei
(Beijing Normal University)

Abstract: Debt— to—equity swap will play an important role in lowering the leverage ratio of
China’ s real economy. The article reviews the history of disposition of non—performing assets
and debt—to—equity swaps in China, and offers recommendationson how to implement debt—to—
equity swaps today. After the East Asian financial crisis, China has gone through three rounds of
debt— to— equity swaps.Considering global and Chinese experience, the following three things
call for attention. First, cyclicality of asset quality and profitability of financial institutions decides
that no matter what disposition method is chosen, people need to patiently wait for the recovery
of the economy. Second, debt— to— equity swap should not be the prelude to mandated
rectification. Third, in debt—to—equity swaps, marketization is an essential and positive factor.

Keywords: Debt—to—Equity Swap, Asset Management Companies, Non—performing Asset, Rate

of Return on Assets
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