Ce 1perale Chey . }/7'//(///('/'/(7
and the l) levant - Sinancial (’,/yo’/(////

23l foi S5 bt Ko JEMHIDG 4Rl R 55

EHME &

5 /M 5 it




an)RFAE Ik HIBXERRE

=

Corporate Debt-Financing and

the Relevant Financial System

G

B2 |2 A



EHEMR%E B (CIP)HiE

AT R R SR AL/ B P HE . — L. EiEMg K
At . 2016. 8

ISBN 978-7-5642-2531-5/F » 2531

1.0% N1.O%- N.OARA-fEF-M%E-R N.DF276.6

o AR B/ H34E CIP B3 #% 5 (2016) 3 202919 5

O] stfEamiE =
O Hmiit HEE

GONGSI ZHAIWU RONGZ! JIQI XIANGGUAN JINRONG XITONG
APABREHMAREBAXEHMASR
wWhm o E

I KA R HH AR A AT
(LEHRARR 321 52 Wk% 200434)
] ht :http: //www, sufep.com
1, FHR4H : webmaster @ sufep.com
LEEFEBELH
R REN 55 A PR R BT
2016 4F 8 H4E 1 {2016 4F 8 ASE 1 ENRI

787mmX1092mm 1/16 10.75 Bk 154 F=¢
EH:32.00 7T




AL EZHE RN SR2EM R T AR HE 0 H (2 1A
PSR XURS M BB M B A 7 s T 3R 4 ) (S5 11YJC790008) |
K B ARl 5 4 00 H T B0 A 1 5 1 3 2 CEO 3 URh
EM R HEVAEFRSIESY ) (45 71373049) LA B H K H R BLE 4
T E (5 R 5 B B 2 E 5 0 T 9% L I A Bl AN B E
W75 ) (45 : 71173044) FIEBK A B2 B, R L TR ZR L !



TERBATH G wpg., MEE TR BIL4=2 Bk, [MH
3K AROR 2 DA SIS 2048 A 7 B0, UL AC 498 V8 5 B 0 7 R
Hil .

BEEAT T AR, R AR R AR



wm =

A XA EF MR AT TIRA S H B . AAGH. f5EL R
AR AR ST 5 R P RVERT S RO I 55 RLAF /N5 s 25 8 5 W 55
FERLE U )7k s SRS MBE X N SR AR SRR S A RS, HPhER
ERARBREIT .

B — T — Ml ERAP RHESR B, 3 A4 T G55 R 5 [ A B
GEN AP 32 R b 2R 22 [1) ) 25 v 5 B PR 20 SO B A o 3K A0 AR XURSE o HASE A |
o AR S E SEAR Y AP AR | B B AU R A A A2 (Uit 55 BUR)
WAL,

5 TR SR BAAN BT A BURE R AU 70 B~ Rl BIRBRVE . e
BT AR EARSG  EHEE NG T 65 BB L 2 AR 277
T 24 5 R B LR AR ARG 2R DA B ST X 2w HEA 710 B A 25 b B
LiesE. RIEEE AR T HEE RO EEA T MO, HF 845
T3 E B 5GBTS 307 4778 9 R R 8L SC R 5

A = B e RS 2 B AR A M1 55 Rl B K- L SRR L R A T U [
] BB AR IR SE O S AR BE S T R i IR IR o 95 i Y R
fE. G5E X BERHIE, 5 SRS, T 3 M 7RI AR ATl 55 BT R BT R BT LA B AR
JRARPRAA R S5 ST R BB R f Tl . R, AT iR 45 5 R A LAY HEE
AN SCUESCHR 00 1 058 95 Rl B X 28 ) 7 it T 37 5 S B S ) . 3K L 455 PR AT
5 0 77 B PR T ZRAS A A0 38 B AR i 06 R B R A0 R S e R BB
F.

5 P02 | P B RIBBUARRURT 5T 1 22 B0 SR X 28 /) 52 55 /K SF- L 2~ ml



002

AEHEEHMARABRERER

{E5F RN BN ., E—ERA T BRI R BB BRN S I, T2 =
5255 7K VAR S B [ SN BT 4 Hh B (oK 55 A &% AT 5 R v R 0 H A5
BRI G Y 7T 53 2640 5 2R BRh B IRA , 28 9 i i B0 152 95 /K AR T RE S iRk
e FHER EUE . A, M E BARRL, AR BTIE T 20 Rl B A L5
(1 sh A& TR R 5 R B AR B R A B R

BRERE T /A5 fEHLIBES, B4 1 M5 LI & MliA, JF i
THUA B 55 fE L BB AL

PANTIF IR EFE PR SR ARG M. T Sl — A E B
WERIFE T 2 B i 3 K R G T 3 X R AT 1R B B & 1 PN AR TR 7 oK e
B, K5 R R RAT B SR PR RE R A R R T S 0 & R RE IR IR AT
(ROTE & R B S2WI RS . Ieoh, ATER 0T T T 515 B R M A1k
R BE 55 A T R X R ot o Tl S R R B R T

BETPR TG H S (SR FMZ B RS (P9 D X2 w1 #04L
PYESHPLRY RS R . S — T R 3 E A1 [ TR, Al HEfth
VB TE T W g e XU/ N AR BE T 3 W8 7 . B 2 A b 2 2 & R
JRA S A GE T S B T 3 5 G I EUAR R oK, U 2 3 AR 8 R BT A
5 1) ARG g T A4 IR RO SR B 7 s R Z AR 2 o T L » 22 2 A AR 2
FE Bl AT LA BV BT BEOR B 4% G2 117 39 58 S SRR L IR (E i/
S5 A XSS OR A TR SRR R BB AL b 32 B 32 40 7™ 9 = ZARTT AT
THERHIR B

A AR M NG BB S W ARAT NS R A T
hEAKE . F276,F830,F275,F832
JEL Classification : G3,G21,G1,1L13,D43



ABSTRACT

This book conducts a deep and comprehensive research in corporate debt
financing, including the roles of debt in corporate governance, corporate
growth and product market competition, the optimal level and dynamic ad-
justment of financial leverage, the forecasting methods for financial crisis
and the reforms and developments of corresponding financial systems.

The main contents are summarized as the following chapters:

The first chapter focuses on the advantages and disadvantages of debt fi-
nancing in reconciling the interest between the investor and the entrepreneur
within the framework of an entrepreneurial firm. This includes the risk-sha-
ring model, costly state verification model, the contingent control model,
the asset substitution model and the underinvestment model (or debt over-
hang model).

The second chapter concerns the different roles of the creditor in corpo-
rate governance for firms with ownerships and control rights separa-
ted. After the introduction of basic concepts for corporate governance. the
chapter then expounds multiple constrains that debt have imposed on the
managers, the substitution effect of debt for hostile takeover (Zwiebel,
1996), and the various practical ways for creditors to monitor and govern-
ance its debtors. Finally, multiple practical difficulties faced by the Chinese
creditors in corporate governance are summarized after a brief introduction

of Chinese Bankruptcy Law.
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In chapter three, the optimal characteristics of debt-financing contract
for high-growth firms, such as size, maturity, callability, convertiblility, pri-
ority and kind of creditor are featured firstly. Secondly, several impacts of
debt on product market competition, which are strategic advantages gained
from credible output commitment, predatory priced by rivals, counter-cycli-
cally heightened price and the rupture of cartels respectively, are also pres-
ented in this chapter as digests from several classical theoretical and empiri-
cal articles.

Chapter four firstly quantitively expatiates the impacts of managerial
equity incentives on corporate financial leverage, credit risk and firm value
with a Contingent pricing model. When the incentives are weak, high finan-
cial leverage is an indispensable commitment device of the managerial effort
to get the firm financed by the creditor. Secondly, within this contingent
pricing framework the dynamic adjustments of capital structure and the de-
sign of callable bond are also studied in this chapter.

In chapter five, the concept for financial distress is clarified first. The
cost for financial distress are classified detailly secondly. Then several forca-
sting models for financial distress are introduced and compared at last.

In chapter six,two different demand functions of the bank loans are con-
structed according to whether there is corporate bond market in the finan-
cing system or not. Then it is illuminated that the corporate bond market can
help to reduce the banks’ monopoly power with a Cournot competition mod-
el. The impacts of the developing level of market information systems and
the interest regulation on the corporate bond market are also studied respec-
tively in this chapter.

Chapter seven analyzes how the managerial compensation structure, to-
gether with product market competition, affects the firm’s speculative in-

centives. When the compensation package includes mainly the fixed salaries,
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the manager will choose the safer and higher-yield assets exclusively. But in
" the case the incentive parts accounts largely for this package, and if the
product market competition in the safer assets is intensive enough, then the
manager will invest in the risky and lower-yield assets solely, and otherwise
the vice versa is true. Furthermore, the more is the manager’s share in the
firm’s profits, the lower is the competition threshold for the manager to in-
vest speculatively. Combined with these therotical results, this chapter also
implements a detailed case study on three American commercial banks,

which are severely damaged during the Supreme Crisis.

Key words: capital structure; corporate governance; debt; commercial
bank ; corporate bond
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