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$EVWUDFW�
�

7KLV� VWXG\� WHVWV� WKH� SHFNLQJ� RUGHU� WKHRU\� XVLQJ� WKH� ILQDQFLQJ� GHILFLW� IUDPHZRUN� RI� 6K\DP�

6XQGHU�DQG�0\HUV��������DQG�)UDQN�DQG�*R\DO���������8VLQJ�8�6��GDWD�IURP������WR�������LW�

H[DPLQHV� ZKHWKHU� ILQDQFLQJ� GHILFLWV� H[SODLQ� QHW� GHEW� LVVXDQFH� XQGHU� DJJUHJDWHG� DQG�

GLVDJJUHJDWHG�VSHFLILFDWLRQV�DQG�LQ�WKH�SUHVHQFH�RI�FRQYHQWLRQDO�FDSLWDO�VWUXFWXUH�FRQWUROV��7KH�

DQDO\VLV� LV� H[WHQGHG� E\� LQFRUSRUDWLQJ� ILUP�OHYHO� GHEW� FDSDFLW\� WKURXJK� D� UDWLQJ�EDVHG�

SUREDELOLW\�PHDVXUH�DQG�E\�HPSOR\LQJ�DQ�LQWHUQDWLRQDO�GDWDVHW�FRYHULQJ����FRXQWULHV�IURP������

WR������WR�H[DPLQH�WKH�UROH�RI�OHJDO�LQVWLWXWLRQV��

7KH�UHVXOWV�VKRZ�WKDW�VXSSRUW� IRU� WKH�SHFNLQJ�RUGHU� WKHRU\� LV�KLJKO\� WLPH�DQG�ILUP�VSHFLILF��

:KLOH�VWURQJ�HYLGHQFH�H[LVWV�IRU�HDUO\�8�6��GDWD�DQG�ILUPV�ZLWK�VWDEOH�UHSRUWLQJ�KLVWRULHV��ZKLOH�

H[SODQDWRU\�SRZHU�GHFOLQHV�VKDUSO\�LQ�ODWHU�SHULRGV��$JJUHJDWLRQ�RI�WKH�ILQDQFLQJ�GHILFLW�KROGV�

PDLQO\�IRU�ODUJH�ILUPV��2QFH�FRQYHQWLRQDO�GHWHUPLQDQWV�DUH�LQFOXGHG��WKH�ILQDQFLQJ�GHILFLW�DGGV�

OLWWOH� H[SODQDWRU\� SRZHU� H[FHSW� IRU� ODUJH� ILUPV�� ,QWHUQDWLRQDO� HYLGHQFH� VKRZV� WKDW� VWURQJHU�

FUHGLWRU�ULJKWV�DUH�DVVRFLDWHG�ZLWK�FORVHU�DGKHUHQFH�WR�SHFNLQJ�RUGHU�EHKDYLRU��ZKLOH�WKH�UROH�RI�

VKDUHKROGHU� SURWHFWLRQ� GHSHQGV� RQ� GLIIHUHQFHV� EHWZHHQ� GHYHORSHG� DQG� HPHUJLQJ� ILQDQFLDO�

V\VWHPV��

�

7LWOH��1HZ�HYLGHQFH�RQ�WKH�H[LVWHQFH�RI�WKH�SHFNLQJ�RUGHU�WKHRU\�

$XWKRU��-DQ�1LNODV�%LHGHNDUNHQ�

.H\ZRUGV��&DSLWDO�VWUXFWXUH��3HFNLQJ�RUGHU�WKHRU\��,QWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�
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5HVXPR�
�

(VWH�HVWXGR�WHVWD�D�WHRULD�GD�KLHUDUTXLD�GDV�IRQWHV�GH�ILQDQFLDPHQWR�XWLOL]DQGR�R�HQTXDGUDPHQWR�

GR�GpILFH�GH�ILQDQFLDPHQWR�GH�6K\DP�6XQGHU�H�0\HUV��������H�GH�)UDQN�H�*R\DO���������&RP�

EDVH�HP�GDGRV�GRV�(VWDGRV�8QLGRV�SDUD�R�SHUtRGR�GH������D�������DQDOLVD�VH�RV�GpILFHV�GH�

ILQDQFLDPHQWR� H[SOLFDP� D� HPLVVmR� OtTXLGD� GH� GtYLGD� HP� HVSHFLILFDo}HV� DJUHJDGDV� H�

GHVDJUHJDGDV�H�QD�SUHVHQoD�GH�GHWHUPLQDQWHV�FRQYHQFLRQDLV�GD�HVWUXWXUD�GH�FDSLWDO��$�DQiOLVH�p�

DODUJDGD�DWUDYpV�GD�LQFRUSRUDomR�GD�FDSDFLGDGH�GH�HQGLYLGDPHQWR�DR�QtYHO�GD�HPSUHVD��PHGLGD�

SRU� XPD� SUREDELOLGDGH� EDVHDGD� HP� UDWLQJV�� H� GD� XWLOL]DomR� GH� XP� FRQMXQWR� GH� GDGRV�

LQWHUQDFLRQDO�TXH�DEUDQJH����SDtVHV�QR�SHUtRGR�GH������D�������FRP�R�REMHWLYR�GH�H[DPLQDU�R�

SDSHO�GDV�LQVWLWXLo}HV�OHJDLV��

2V� UHVXOWDGRV� PRVWUDP� TXH� R� DSRLR� j� WHRULD� GD� KLHUDUTXLD� GDV� IRQWHV� GH� ILQDQFLDPHQWR� p�

IRUWHPHQWH�GHSHQGHQWH�GR�SHUtRGR�H�GDV�FDUDFWHUtVWLFDV�GDV�HPSUHVDV��(PERUD�H[LVWD�HYLGrQFLD�

UREXVWD�SDUD�RV�GDGRV�QRUWH�DPHULFDQRV�PDLV�DQWLJRV�H�SDUD�HPSUHVDV�FRP�KLVWyULFRV�GH�UHSRUWH�

HVWiYHLV��R�SRGHU�H[SOLFDWLYR�GLPLQXL�DFHQWXDGDPHQWH�HP�SHUtRGRV�PDLV�UHFHQWHV��$�DJUHJDomR�

GR�GpILFH�GH� ILQDQFLDPHQWR�YHULILFD�VH�VREUHWXGR�SDUD�HPSUHVDV�GH�PDLRU�GLPHQVmR��$SyV�D�

LQFOXVmR�GRV�GHWHUPLQDQWHV�FRQYHQFLRQDLV��R�GpILFH�GH�ILQDQFLDPHQWR�DFUHVFHQWD�SRXFR�SRGHU�

H[SOLFDWLYR��H[FHWR�QR�FDVR�GDV�JUDQGHV�HPSUHVDV��$�HYLGrQFLD�LQWHUQDFLRQDO�LQGLFD�TXH�GLUHLWRV�

GRV�FUHGRUHV�PDLV�IRUWHV�HVWmR�DVVRFLDGRV�D�XPD�PDLRU�DGHVmR�DR�FRPSRUWDPHQWR�SUHYLVWR�SHOD�

WHRULD�GD�KLHUDUTXLD��HQTXDQWR�R�SDSHO�GD�SURWHomR�GRV�DFLRQLVWDV�GHSHQGH�GDV�GLIHUHQoDV�HQWUH�

VLVWHPDV�ILQDQFHLURV�GHVHQYROYLGRV�H�HPHUJHQWHV��

�

7tWXOR��1RYD�HYLGrQFLD�VREUH�D�H[LVWrQFLD�GD�WHRULD�GD�KLHUDUTXLD�GDV�IRQWHV�GH�ILQDQFLDPHQWR�

$XWRU��-DQ�1LNODV�%LHGHNDUNHQ�

3DODYUDV�FKDYH�� (VWUXWXUD� GH� FDSLWDO�� 7HRULD� GD� KLHUDUTXLD� GDV� IRQWHV� GH� ILQDQFLDPHQWR��

0HUFDGRV�ILQDQFHLURV�LQWHUQDFLRQDLV� �
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7DEOH�RI�&RQWHQWV�

��� ,QWURGXFWLRQ���������������������������������������������������������������������������������������������������������������������������
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7DEOH����3HFNLQJ�RUGHU�WHVW�������–�������������������������������������������������������������������������������������������

7DEOH����3HFNLQJ�RUGHU�WHVW�������–�������������������������������������������������������������������������������������������

7DEOH����7HVWLQJ�WKH�HIIHFW�RI�GLIIHUHQW�WLPH�SHULRGV�RQ�WKH�ILQDQFLQJ�GHILFLW�������–�������������

7DEOH����3HFNLQJ�RUGHU�WHVW�IRU�GLIIHUHQW�VXE�VDPSOHV�DQG�WLPH�IUDPHV�������–������DQG������–�

���������������������������������������������������������������������������������������������������������������������������������������������������

7DEOH����3HFNLQJ�RUGHU�WHVW�IRU�GLIIHUHQW�VXE�VDPSOHV�IRU�WKH�IXOO�WLPH�IUDPH�������–�������������

7DEOH����'LVDJJUHJDWLQJ�WKH�IORZ�RI�IXQGV�GHILFLW�������–�������������������������������������������������������

7DEOH����'LVDJJUHJDWLQJ�WKH�IORZ�RI�IXQGV�GHILFLW�IRU�WKH�IXOO�WLPH�IUDPH�������–�������������������

7DEOH����/HYHUDJH�UHJUHVVLRQ�ZLWK�FRQYHQWLRQDO�YDULDEOHV�DQG�GHILFLW�IRU�VPDOO�DQG�ODUJH�ILUPV��

�����–����������������������������������������������������������������������������������������������������������������������������������������

7DEOH����/RJLW�UHJUHVVLRQ�SUHGLFWLQJ�WKH�SUREDELOLW\�RI�KDYLQJ�D�ERQG�UDWLQJ�������–�������������

7DEOH�����)LUPV�FODVVLILHG�LQWR�VXEVDPSOHV�EDVHG�RQ�WKH�SUREDELOLW\�RI�KDYLQJ�D�ERQG�UDWLQJ��

�����–����������������������������������������������������������������������������������������������������������������������������������������

7DEOH�����)LUPV�FODVVLILHG�LQWR�VXEVDPSOHV�EDVHG�RQ�ILUP�VL]H�DQG�WKH�SUREDELOLW\�RI�KDYLQJ�D�

ERQG�UDWLQJ�������–�������������������������������������������������������������������������������������������������������������������

7DEOH�����7HVWLQJ�WKH�SUHGLFWLYH�SRZHU�RI�WKH�SURE��UDWLQJ�YDULDEOH�LQ�SHUVSHFWLYH�WR�ORJ�DVVHWV��

�����–����������������������������������������������������������������������������������������������������������������������������������������

7DEOH�����Testing the influence of creditor rights and shareholder rights on firms’ adherence to 

WKH�327�������–������������������������������������������������������������������������������������������������������������������������

7DEOH�����Testing the influence of creditor rights and shareholder rights on firms’ adherence to 

WKH�327�ZKHQ�FRQWUROOLQJ�IRU�GHYHORSHG�YV��HPHUJLQJ�FRXQWULHV�������–��������������������������������

�

7DEOH�RI�)LJXUHV�
�

)LJXUH����$YHUDJH�ILQDQFLQJ�GHILFLW�WR�QHW�DVVHWV��QHW�GHEW�LVVXHG�WR�QHW�DVVHWV�DQG�QHW�HTXLW\�

LVVXHG�WR�QHW�DVVHWV�IRU�8�6��FRPSDQLHV��������������������������������������������������������������������������������

)LJXUH����$YHUDJH�ILQDQFLQJ�GHILFLW�WR�QHW�DVVHWV��QHW�GHEW�LVVXHG�WR�QHW�DVVHWV�DQG�QHW�HTXLW\�

LVVXHG�WR�QHW�DVVHWV�IRU�LQWHUQDWLRQDO�FRPSDQLHV��9DOXHV�DUH�DYHUDJHG�FURVV�FRXQWULHV�E\�\HDU��

����������������������������������������������������������������������������������������������������������������������������������������������
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/LVW�RI�$EEUHYLDWLRQV�
�

327�–�3HFNLQJ�RUGHU�WKHRU\�

07%�–�0DUNHW�WR�%RRN�

8�6��–�8QLWHG�6WDWHV�



���

��� ,QWURGXFWLRQ�
�

8QGHUVWDQGLQJ�KRZ�ILUPV�FKRRVH�EHWZHHQ�GHEW�DQG�HTXLW\� ILQDQFLQJ� LV�D�FHQWUDO�TXHVWLRQ� LQ�

FRUSRUDWH� ILQDQFH�� :KLOH� 0RGLJOLDQL� DQG� 0LOOHU� ������� VKRZ� WKDW� ILQDQFLQJ� GHFLVLRQV� DUH�

LUUHOHYDQW�XQGHU�SHUIHFW�FDSLWDO�PDUNHW�DVVXPSWLRQV��UHDO�ZRUOG�IULFWLRQV�VXFK�DV�LQIRUPDWLRQ�

DV\PPHWULHV�� DJHQF\� FRQIOLFWV�� DQG� ILQDQFLDO� FRQVWUDLQWV� PDNH� FDSLWDO� VWUXFWXUH� FKRLFHV�

HFRQRPLFDOO\�PHDQLQJIXO��

7KH�3HFNLQJ�2UGHU�7KHRU\�SURSRVHG�E\�0\HUV�DQG�0DMOXI��������DGGUHVVHV�WKHVH�IULFWLRQV�E\�

SUHGLFWLQJ� WKDW� ILUPV�SULRULWL]H� LQWHUQDO� IXQGV� DQG��ZKHQ� H[WHUQDO� ILQDQFLQJ� LV� UHTXLUHG�� UHO\�

SULPDULO\� RQ� GHEW� UDWKHU� WKDQ� HTXLW\�� 7KLV� LPSOLHV� WKDW� IXQGLQJ� VKRUWIDOOV� VKRXOG� ODUJHO\� EH�

ILQDQFHG�WKURXJK�QHW�GHEW�LVVXDQFH��+RZHYHU��HPSLULFDO�HYLGHQFH�RQ�WKLV�SUHGLFWLRQ�LV�PL[HG��

HDUO\�VWXGLHV�JHQHUDOO\�VXSSRUW�WKH�WKHRU\��ZKHUHDV� ODWHU�UHVHDUFK�UHSRUWV�ZHDNHU�UHVXOWV�DQG�

KLJKOLJKWV� WKH� UROH� RI� ILUP� FKDUDFWHULVWLFV�� GHEW� FDSDFLW\�� DQG� LQVWLWXWLRQDO� HQYLURQPHQWV��

Whether the Pecking Order Theory remains a useful description of firms’ financing behavior 

WKHUHIRUH�UHPDLQV�DQ�RSHQ�TXHVWLRQ��

8VLQJ�D�FRPSUHKHQVLYH�VDPSOH�RI�8�6��ILUPV�IURP������WR������DQG�DQ�LQWHUQDWLRQDO�GDWDVHW�

FRYHULQJ����FRXQWULHV�EHWZHHQ������DQG�������WKLV�WKHVLV�HYDOXDWHV�WKH�UHODWLRQVKLS�EHWZHHQ�

ILQDQFLQJ�GHILFLWV�DQG�FKDQJHV�LQ�FRUSRUDWH�GHEW�LVVXDQFH��,W�IXUWKHU�H[DPLQHV�WKH�EHKDYLRU�RI�

the deficit’s components and assesses its incremental explanatory power relative to traditional 

FDSLWDO� VWUXFWXUH� GHWHUPLQDQWV�� ,Q� DGGLWLRQ�� LW� FRQVLGHUV� WKH� LQIOXHQFH� RI� GHEW� FDSDFLW\� DQG�

LQVWLWXWLRQDO�HQYLURQPHQWV�RQ�ILQDQFLQJ�EHKDYLRU��

&KDSWHU���UHYLHZV�WKH�UHOHYDQW�WKHRUHWLFDO�DQG�HPSLULFDO�OLWHUDWXUH�DQG�GHYHORSV�WKH�UHVHDUFK�

K\SRWKHVHV�� &KDSWHU� �� SUHVHQWV� WKH� PHWKRGRORJ\� DQG� YDULDEOH� FRQVWUXFWLRQ�� IROORZHG� E\� D�

GHVFULSWLRQ�RI�WKH�GDWD�DQG�GHVFULSWLYH�VWDWLVWLFV�LQ�&KDSWHU����&KDSWHU���UHSRUWV�WKH�HPSLULFDO�

UHVXOWV��ZKLFK�DUH�GLVFXVVHG�LQ�&KDSWHU����

�

��� /LWHUDWXUH�5HYLHZ�
�

7KH�PRGHUQ� OLWHUDWXUH� RQ� FDSLWDO� VWUXFWXUH� EHJLQV� ZLWK�0RGLJOLDQL� DQG�0LOOHU� �������� ZKR�

provide the benchmark framework for analyzing firms’ financing decisions. 8QGHU� SHUIHFW�

FDSLWDO�PDUNHW�DVVXPSWLRQV��LQFOXGLQJ�WKH�DEVHQFH�RI�WD[HV��EDQNUXSWF\�FRVWV�DQG�LQIRUPDWLRQ�

DV\PPHWULHV��WKH\�VKRZ�WKDW�ILUP�YDOXH�LV�LQGHSHQGHQW�RI�FDSLWDO�VWUXFWXUH��



���

)LUVW�WKH�YDOXH�RI�DQ�DVVHW�LV�LQGHSHQGHQW�RI�LWV�FDSLWDO�VWUXFWXUH��7KLV�PHDQV�WKDW�LW�VKRXOG�EH�

LUUHOHYDQW�ZKHWKHU�WKH�LQFRPH�VWUHDP�LV�JHQHUDWHG�IURP�HTXLW\�RU�GHEW��0RGLJOLDQL�DQG�0LOOHU�

������S��������6HFRQGO\�D�ILUP�FDQQRW�FKDQJH�LWV�YDOXH�E\�FKDQJLQJ�WKH�FDSLWDO�VWUXFWXUH�DV�WKH�

FRVW�RI�FDSLWDO�LV�FRQVWDQW�DW�GLIIHUHQW�OHYHOV�RI�GHEW�DV�WKH�OHYHUHG�FRVW�RI�HTXLW\�LQFUHDVHV�ZLWK�

KLJKHU�OHYHUDJH��0RGLJOLDQL�DQG�0LOOHU�������S��������7KH�WKLUG�LV�WKH�UHVXOW�RI�WKH�RWKHU�WZR�

VWDWHPHQWV��$V� WKH� FRVW� RI� FDSLWDO� LV� LQGHSHQGHQW� IURP� WKH� VRXUFH� RI� IXQGLQJ�� WKH� FRPSDQ\�

VKRXOG�DOZD\V�H[HFXWH�DQ�LQYHVWPHQW�RSSRUWXQLW\�LI�WKH�UHWXUQ�LV�KLJKHU�WKDQ�WKH�DYHUDJH�FRVW�

RI�FDSLWDO� LQGHSHQGHQW�RI�WKH�ILQDQFLQJ��0RGLJOLDQL�DQG�0LOOHU�������S��������Thus, a firm’s 

YDOXH�LV�GULYHQ�SULPDULO\�E\�KRZ�HIIHFWLYHO\�LWV�DVVHWV�JHQHUDWH�SURILWV��UDWKHU�WKDQ�KRZ�WKHVH�

DVVHWV�DUH�ILQDQFHG��

'RQDOGVRQ��������FKDOOHQJHG�WKHVH�WKUHH�VWDWHPHQWV�DQG�WKH�XQUHDOLVWLF�DVVXPSWLRQV�RI�D�SHUIHFW�

FDSLWDO�PDUNHW�E\�FRQGXFWLQJ�GHWDLOHG�FDVH�VWXGLHV�DQG�LQWHUYLHZV�ZLWK�WKH�PDQDJHPHQW�RI�ODUJH�

8�6��FRUSRUDWLRQV��+H�IRXQG�WKDW�WKH�PDQDJHPHQW�ZLOO�SULRULWL]H�LQWHUQDO�JHQHUDWHG�IXQGV�RYHU�

QHZO\�LVVXHG�HTXLW\��'RQDOGVRQ�������S�������

%DVHG�RQ�WKDW�WZR�PDLQ�FDSLWDO�VWUXFWXUH�WKHRULHV�ZHUH�HVWDEOLVKHG�ZLWK�WKH�JRDO�RI�H[SODLQLQJ�

firms’ capital structure decisions outside the assumption of perfect capital markets:�

����7UDGH�RII�WKHRU\�

����3HFNLQJ�RUGHU�WKHRU\��327��

7KH� 7UDGH�Off Theory builds on Modigliani and Miller’s work. In their 1958 paper, they 

DFNQRZOHGJHG�WKDW�WD[HV�FRXOG�DIIHFW�ILQDQFLQJ�GHFLVLRQV�EXW�GLG�QRW�IRUPDOO\�LQFOXGH�WKHP�LQ�

WKHLU�PRGHO��0RGLJOLDQL�DQG�0LOOHU��������ODWHU�LQFRUSRUDWHG�FRUSRUDWH�LQFRPH�WD[HV��VKRZLQJ�

WKDW�WKH�WD[�GHGXFWLELOLW\�RI�LQWHUHVW�FUHDWHV�D�EHQHILW�RI�GHEW��IRUPLQJ�WKH�EDVLV�IRU�WKH�WUDGH�RII�

EHWZHHQ�WD[�DGYDQWDJHV�DQG�ILQDQFLDO�GLVWUHVV�FRVWV��7R�FRXQWHU�WKH�XQUHDOLVWLF�SUHGLFWLRQ�WKDW�

ILUPV� FRXOG� UDLVH� WKHLU� YDOXH� LQGHILQLWHO\� E\� LQFUHDVLQJ� OHYHUDJH�� ODWHU� UHVHDUFK� LQWURGXFHG�

RIIVHWWLQJ�FRVWV�RI�GHEW��SULPDULO\�WKH�ULVN�RI�EDQNUXSWF\��.UDXV�DQG�/LW]HQEHUJHU��������S�������

formalized this idea, proposing that a firm’s optimal capital structure reflects a trade�RII�

EHWZHHQ�WKH�WD[�EHQHILWV�RI�GHEW�DQG�WKH�H[SHFWHG�FRVWV�RI�ILQDQFLDO�GLVWUHVV��$FFRUGLQJ�WR�0\HUV�

�������S��������ILUPV�IROORZLQJ�WKLV�7UDGH�2II�7KHRU\�VHW�D�WDUJHW�GHEW�WR�YDOXH�UDWLR�DQG�DGMXVW�

JUDGXDOO\�WRZDUG�LW�E\�EDODQFLQJ�WD[�DGYDQWDJHV�DJDLQVW�EDQNUXSWF\�DQG�DJHQF\�FRVWV�EHWZHHQ�

ERQGKROGHUV�DQG�VWRFNKROGHUV��

7KH�WKHVLV�LQVWHDG�IRFXVHV�RQ�WKH�327��,Q�������0\HUV�DQG�0DMOXI�LQWURGXFHG�WKH�FRQFHSW�RI�

LQIRUPDWLRQ�DV\PPHWU\� LQWR�FRUSRUDWH� ILQDQFH��7KH\�GHYHORSHG� D�PRGHO� LQ�ZKLFK�PDQDJHUV�

possess superior inside information about the firm’s true value compared to outside investors. 

$V�D�UHVXOW��WKH�LVVXDQFH�RI�QHZ�HTXLW\�FDQ�EH�LQWHUSUHWHG�E\�WKH�PDUNHW�DV�D�VLJQDO�WKDW�WKH�ILUP�



���

PD\�EH�RYHUYDOXHG��VLQFH�PDQDJHUV�RI�XQGHUYDOXHG�ILUPV�ZRXOG�EH�UHOXFWDQW�WR�LVVXH�VKDUHV�DW�

SULFHV� EHORZ� WKHLU� LQWULQVLF� ZRUWK�� 9LFH� YHUVD� LI� GHEW� LV� LVVXHG�� LQYHVWRUV� ZLOO� DVVXPH� WKDW�

PDQDJHPHQW�EHOLHYHV�WKDW�WKH�VWRFN�LV�XQGHUYDOXHG��7KHUHIRUH��ILUPV�ZLOO�DYRLG�LVVXLQJ�HTXLW\�

DV�ORQJ�DV�GHEW�UHPDLQV�D�YLDEOH�ILQDQFLQJ�RSWLRQ��

+RZHYHU��RQFH�GHEW�EHFRPHV�VXIILFLHQWO\�ULVN\�DQG�EHJLQV�WR�EH�PLVSULFHG�WR�D�VLPLODU�H[WHQW�

DV�HTXLW\��WKLV�DGYDQWDJH�GLVDSSHDUV��,Q�VXFK�FDVHV��W\SLFDOO\�ZKHQ�WKH�ILUP�KDV�UHDFKHG�LWV�GHEW�

FDSDFLW\��0\HUV��������S��������HTXLW\�LVVXDQFH�PD\�EHFRPH�QHFHVVDU\��

%XLOGLQJ� RQ� WKH� LQIRUPDWLRQ� DV\PPHWU\� IUDPHZRUN��0\HUV� ������� IRUPDOO\� LQWURGXFHG� WKH�

327��+H�DUJXHG�WKDW�ILUPV�SUHIHU�LQWHUQDO�ILQDQFLQJ�DQG�ZKHQ�H[WHUQDO�IXQGV�DUH�UHTXLUHG��IDYRU�

GHEW�RYHU�HTXLW\�EHFDXVH�PDQDJHUV�VHHN� WR� LVVXH�VHFXULWLHV�ZKRVH�YDOXH� LV� OHDVW� VHQVLWLYH� WR�

SULYDWH�LQIRUPDWLRQ��0\HUV��������S������������)UDQN�DQG�*R\DO��������QRWH�WKH�327�EHKDYLRU�

PD\� DOVR� VWHP� IURP� DJHQF\� FRVWV�� ,Q� WKLV� YLHZ�� WKH� FHQWUDO� FRQIOLFW� DULVHV� EHWZHHQ� H[WHUQDO�

investors and the firm’s managers or controlling shareholders. If outside investors doubt that 

WKHLU�FDSLWDO�DQG�DQ�DSSURSULDWH�UHWXUQ�ZLOO�EH�VDIHJXDUGHG��WKH\�PD\�EH�XQZLOOLQJ�WR�SURYLGH�

DGGLWLRQDO�HTXLW\�ILQDQFLQJ��)LQDQFLQJ�GHFLVLRQV�WKHUHIRUH�UHIOHFW�ERWK�LQIRUPDWLRQ�DV\PPHWULHV�

DQG�DJHQF\�FRQVLGHUDWLRQV��

7KH�327� LPSOLHV� D� QHJDWLYH� UHODWLRQVKLS�EHWZHHQ� SURILWDELOLW\� DQG� OHYHUDJH�EHFDXVH�KLJKO\�

SURILWDEOH�ILUPV�DUH�H[SHFWHG�WR�UHO\�SULPDULO\�RQ�LQWHUQDO�FDVK�IORZV��7KLV�SUHGLFWLRQ�FRQWUDVWV�

ZLWK� WKH� WUDGH�RII� WKHRU\�� ZKLFK� VXJJHVWV� D� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� SURILWDELOLW\� DQG�

OHYHUDJH�DV�SURILWDEOH�ILUPV�EHQHILW�PRUH�IURP�WKH�WD[�VKLHOG�RI�GHEW��'H$QJHOR�DQG�0DVXOLV��

�������

6LQFH� WKHQ��PDQ\� VWXGLHV� KDYH� H[DPLQHG� WKLV� UHODWLRQVKLS� HPSLULFDOO\��.HVWHU� ������� S�� ����

IRXQG� D� QHJDWLYH� FRUUHODWLRQ� EHWZHHQ� SURILWDELOLW\� DQG� OHYHUDJH� IRU� -DSDQHVH� DQG� 8�6��

PDQXIDFWXULQJ�ILUPV��)ULHQG�DQG�/DQJ��������S�������IRXQG�D�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�

SURILWDELOLW\�DQG� OHYHUDJH� IRU�8�6�� ILUPV�DFURVV� LQGXVWULHV��D� UHVXOW� WKDW�7LWPDQ�DQG�:HVVHOV�

�������S������DOVR�REVHUYHG�IRU�PDQXIDFWXULQJ�ILUPV��([WHQGLQJ� WKH�DQDO\VLV� LQWHUQDWLRQDOO\��

5DMDQ�DQG�=LQJDOHV��������S��������FRQILUPHG�D�QHJDWLYH�UHODWLRQVKLS�IRU�WKH�8�6��DQG�-DSDQ�

DQG�IRXQG�VXSSRUWLQJ�HYLGHQFH�IRU�,WDO\��WKH�8QLWHG�.LQJGRP��DQG�&DQDGD��)RU�*HUPDQ\��WKH\�

UHSRUWHG�D�SRVLWLYH�UHODWLRQVKLS��ZKLOH�IRU�)UDQFH�WKH�UHVXOW�ZDV�HFRQRPLFDOO\�LQVLJQLILFDQW��

:DOG��������S�������DOVR�IRXQG�D�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�SURILWDELOLW\�DQG�OHYHUDJH�IRU�

WKH�8�6��� -DSDQ� DQG� WKH�8QLWHG�.LQJGRP�� ,Q� FRQWUDVW� WR�5DMDQ� DQG�=LQJDOHV�� KH�REVHUYHG� D�

QHJDWLYH� UHODWLRQVKLS� IRU�)UDQFH�DQG�*HUPDQ\� DV�ZHOO��7KLV�GLIIHUHQFH� FDQ�EH�H[SODLQHG�E\�

Wald’s broader dataset and the different SHULRG�KH� LQYHVWLJDWHG��%RWK�VWXGLHV� IRXQG� WKDW� WKH�

UHODWLRQVKLS�LV�VWURQJHVW�LQ�-DSDQ��ZKLFK�FKDOOHQJHV�WKH�LQIRUPDWLRQ�DV\PPHWU\�DUJXPHQW��5RH�



���

�������GHVFULEHV�WKH�-DSDQHVH�LQVWLWXWLRQDO�V\VWHP�DV�RQH�WKDW�UHGXFHV�LQIRUPDWLRQ�DV\PPHWU\��

SDUWLFXODUO\�LQ�FRPSDULVRQ�WR�WKH�8�6��$FFRUGLQJ�WR�WKH�327��SURILWDELOLW\�VKRXOG�WKHUHIRUH�EH�

PRUH�VWURQJO\�UHODWHG�WR�OHYHUDJH�LQ�WKH�8�6��WKDQ�LQ�-DSDQ��+RZHYHU��HPSLULFDO�HYLGHQFH�VKRZV�

WKH�RSSRVLWH�SDWWHUQ��

$OWKRXJK�D�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�SURILWDELOLW\�DQG�OHYHUDJH�LV�FRQVLVWHQW�ZLWK�WKH�327��

LW�GRHV�QRW�E\�LWVHOI�FRQILUP�LW��DV�DOWHUQDWLYH�H[SODQDWLRQV�H[LVW��)DPD�DQG�)UHQFK���������7R�

VKHG�OLJKW�RQ�KRZ�ILUPV�FKRRVH�EHWZHHQ�GHEW�DQG�HTXLW\�RQFH�LQWHUQDO�UHVRXUFHV�DUH�H[KDXVWHG��

6K\DP�6XQGHU� DQG� 0\HUV� ������� LQWURGXFHG� WKH� DJJUHJDWHG� PRGHO� RI� WKH� 327�� ,Q� WKHLU�

DSSURDFK�� WKH�ILQDQFLQJ�GHILFLW�LV�FRQVWUXFWHG�E\�VXPPLQJ�DOO�H[WHUQDO�FDSLWDO�QHHGV�VXFK�DV�

LQYHVWPHQWV�DQG�GLYLGHQG�SD\PHQWV�DQG�VXEWUDFWLQJ�LQWHUQDO�VRXUFHV�RI�ILQDQFLQJ��8VLQJ�GDWD�

IURP�����FRQWLQXRXVO\�WUDGHG�8�6��ILUPV�EHWZHHQ������DQG�������WKH\�IRXQG�VWURQJ�VXSSRUW�

IRU�WKH�327��

%XLOGLQJ� RQ� WKLV� IUDPHZRUN�� )UDQN� DQG� *R\DO� ������� LQWURGXFHG� WKH� GLVDJJUHJDWHG�PRGHO��

ZKLFK�GRHV�QRW�DVVXPH�WKDW�WKH�FRPSRQHQWV�RI�WKH�ILQDQFLQJ�GHILFLW�DUH�LQGHSHQGHQW�RI�HDFK�

RWKHU��%\�VHSDUDWLQJ�WKH�GHILFLW�LQWR�LWV�HOHPHQWV��WKH\�FRXOG�GHWHUPLQH�ZKHWKHU�ILUPV�XVH�GHEW�

WR�ILQDQFH�FHUWDLQ�DFWLYLWLHV��VXFK�DV�GLYLGHQGV��EXW�UHO\�RQ�HTXLW\�IRU�RWKHUV��VXFK�DV�ZRUNLQJ�

FDSLWDO��7KH�DJJUHJDWHG�PRGHO��E\�FRQWUDVW��FRQVWUDLQV�DOO�FRPSRQHQWV�WR�PRYH�WRJHWKHU�LQ�D�

RQH�WR�RQH�SRVLWLYH�UHODWLRQVKLS�ZLWK�WRWDO�ILQDQFLQJ�QHHGV��8VLQJ�D�EURDGHU�GDWDVHW�RI�������

SXEOLFO\�WUDGHG�8�6��ILUPV��)UDQN�DQG�*R\DO��������IRXQG�OLWWOH�HYLGHQFH�VXSSRUWLQJ�WKH�327��

H[FHSW�DPRQJ�ODUJH�ILUPV��$OWKRXJK�&KLULQNR�DQG�6LQJKD��������GHPRQVWUDWHG�D�SRWHQWLDO�ELDV�

LQ� WKH� 6K\DP�6XQGHU� DQG�0\HUV� DSSURDFK�� )UDQN� DQG�*R\DO� ������� S�� ����� DUJXH� WKDW� WKH�

PDJQLWXGH�RI�WKLV�ELDV�LV�WRR�VPDOO�WR�DFFRXQW�IRU� WKH�ODUJH�GLIIHUHQFHV�REVHUYHG�LQ�SUDFWLFH��

OHDYLQJ�WKH�PDLQ�FRQFOXVLRQV�RI�WKH�327�WHVW�XQDIIHFWHG��

0RUH� UHFHQW� VWXGLHV�SURYLGH�PL[HG�HYLGHQFH��)DPD�DQG�)UHQFK���������DQDO\]LQJ�ILQDQFLQJ�

GHFLVLRQV� RI� 8�6�� ILUPV� RYHU� D� ���\HDU� SHULRG�� ILQG� OLWWOH� VXSSRUW� IRU� WKH� WKHRU\�� DV� HTXLW\�

LVVXDQFH�RFFXUV� IDU�PRUH� IUHTXHQWO\� WKDQ� WKH�327� SUHGLFWV��:KHQ� WKH�PRGHO� LV� DGMXVWHG� WR�

DFFRXQW� IRU�GHEW� FDSDFLW\�� DV� LQ�/HPPRQ�DQG�=HQGHU� ��������HYLGHQFH� LQ� IDYRU�RI� WKH� 327�

EHFRPHV�VWURQJHU��6LPLODUO\��)DXONHQGHU�DQG�3HWHUVHQ��������SURYLGH�UHVXOWV�FRQVLVWHQW�ZLWK�

WKH�327�E\�VKRZLQJ� WKDW� ILUPV� ODFNLQJ�DFFHVV� WR�SXEOLF�GHEW�PDUNHWV� UHO\�PRUH�KHDYLO\�RQ�

LQWHUQDO�IXQGV�DQG�VKRUW�WHUP�GHEW��/HDU\�DQG�5REHUWV��������ILQG�OLPLWHG�HYLGHQFH�IRU�WKH�VWULFW�

IRUP�RI�WKH�WKHRU\�EXW�FRQILUP�WKH�PRGLILHG�YHUVLRQ�RQFH�GHEW�FDSDFLW\�DQG�ILQDQFLDO�FRQVWUDLQWV�

DUH� LQFRUSRUDWHG�� 7KH\� IXUWKHU� H[DPLQH� ZKHWKHU� 327� EHKDYLRU� DULVHV� IURP� LQIRUPDWLRQ�

DV\PPHWU\�RU�DJHQF\�FRQVLGHUDWLRQV�E\�VSOLWWLQJ�WKH�VDPSOH�LQWR�ORZ��DQG�KLJK�LQIRUPDWLRQ�

DV\PPHWU\� JURXSV�� &RQVLVWHQW�ZLWK� SUHYLRXV� VWXGLHV� �&RRQH\� DQG�.DOD\�� ������+DORY� DQG�
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+HLGHU���������WKHLU�UHVXOWV�LQGLFDWH�WKDW�ILUPV�DUH�PRUH�OLNHO\�WR�IROORZ�WKH�ILQDQFLQJ�KLHUDUFK\�

ZKHQ�LQIRUPDWLRQ�DV\PPHWU\�LV�ORZ��FRQWUDGLFWLQJ�WKH�RULJLQDO�SUHGLFWLRQV�RI�0\HUV�DQG�0DMOXI�

��������

,Q�DQ�LQWHUQDWLRQDO�FRQWH[W��6HLIHUW�DQG�*RQHQF��������DQDO\]HG�WKH�327�IRU�ILUPV�LQ�WKH�8�6���

WKH�8QLWHG�.LQJGRP��*HUPDQ\�DQG�-DSDQ��7KHVH�FRXQWULHV�ZHUH�VHOHFWHG�EHFDXVH�WKH�DXWKRUV�

H[SHFWHG�KLJKHU�OHYHOV�RI�LQIRUPDWLRQ�DV\PPHWU\��ZLWK�ZHDNHU�LQYHVWRU�SURWHFWLRQ�DQG�PRUH�

OLPLWHG�LQIRUPDWLRQ�IORZV�LQ�-DSDQ�DQG�*HUPDQ\�DQG�ZLGHO\�GLVSHUVHG�RZQHUVKLS�VWUXFWXUHV�LQ�

WKH�8�6��DQG�WKH�8QLWHG�.LQJGRP��7KHLU�UHVXOWV�GLG�QRW�SURYLGH�VXSSRUW�IRU�327�EHKDYLRU�LQ�

WKH� 8�6��� WKH� 8QLWHG� .LQJGRP� RU� *HUPDQ\�� -DSDQHVH� ILUPV�� KRZHYHU�� GLVSOD\HG� SDWWHUQV�

FRQVLVWHQW�ZLWK�WKH�WKHRU\�GXULQJ�WKH�����V�DQG�HDUO\�����V��%XLOGLQJ�RQ�WKLV�ZRUN��6HLIHUW�DQG�

*RQHQF��������LQYHVWLJDWHG�ILUPV�LQ�WZHQW\�WKUHH�HPHUJLQJ�HFRQRPLHV�DQG�IRXQG�WKDW�HYLGHQFH�

IRU�327�EHKDYLRU�LV�VWURQJHVW�LQ�FRXQWULHV�ZKHUH�LQIRUPDWLRQ�DV\PPHWU\�DQG�DJHQF\�FRQIOLFWV�

DUH�SDUWLFXODUO\�SUHVHQW��

7KH� K\SRWKHVHV� GHYHORSHG� LQ� WKLV� WKHVLV� EXLOG� RQ� WKH� WKHRUHWLFDO� IRXQGDWLRQV� RI� WKH� 327��

HVWDEOLVKHG�HPSLULFDO�HYLGHQFH�DQG�PRUH�UHFHQW�H[WHQVLRQV��7KH�LQIOXHQWLDO�VWXGLHV�RI�6K\DP�

6XQGHU�DQG�0\HUV��������DQG�)UDQN�DQG�*R\DO��������SURYLGH�WKH�EDVLV�IRU�WKH�FRUH�K\SRWKHVHV��

ZKLOH�WKH�ZRUN�RI�/HPPRQ�DQG�=HQGHU��������RQ�GHEW�FDSDFLW\�DQG�6HLIHUW�DQG�*RQHQF��������

RQ� LQWHUQDWLRQDO� GLIIHUHQFHV� IXUWKHU� PRWLYDWHV� WKH� H[WHQGHG� K\SRWKHVHV�� 2Q� WKLV� EDVLV�� WKH�

IROORZLQJ�K\SRWKHVHV�DUH�GHULYHG��

•� +��� $FFRUGLQJ� WR� WKH� 327�� D� ILUP
V� ILQDQFLQJ� GHILFLW� LV� H[SHFWHG� WR� KDYH� D� VLJQLILFDQW�

SRVLWLYH�HIIHFW�RQ�LWV�QHW�GHEW�LVVXDQFH��ZLWK�D�FRHIILFLHQW�FORVH�WR�RQH��

•� +���7KH�HIIHFW�RQ�QHW�GHEW�LVVXDQFH�ZLOO�QRW�GLIIHU�VLJQLILFDQWO\�DFURVV�WKH�PDLQ�FRPSRQHQWV�

RI�WKH�ILQDQFLQJ�GHILFLW��VXSSRUWLQJ�WKH�YDOLGLW\�RI�XVLQJ�DQ�DJJUHJDWH�PHDVXUH��

•� +���,Q�D�PRGHO�WKDW�LQFOXGHV�WUDGLWLRQDO�FDSLWDO�VWUXFWXUH�GHWHUPLQDQWV��WKH�ILQDQFLQJ�GHILFLW�

ZLOO�SURYLGH�VWDWLVWLFDOO\�VLJQLILFDQW�LQFUHPHQWDO�H[SODQDWRU\�SRZHU�IRU�QHW�GHEW�LVVXDQFH��

•� +���'HEW�FDSDFLW\�LV�H[SHFWHG�WR�DFW�DV�D�SRVLWLYH�PRGHUDWRU�LQ�WKH�327�IUDPHZRUN��ZLWK�

WKH� UHVXOW� WKDW� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� ILQDQFLQJ� GHILFLW� DQG� GHEW� LVVXDQFH�ZLOO� EH�

VWURQJHU�IRU�ILUPV�ZLWK�KLJKHU�GHEW�FDSDFLW\��

•� +��� $� FRXQWU\
V� LQVWLWXWLRQDO� HQYLURQPHQW� LV� H[SHFWHG� WR� PRGHUDWH� ILQDQFLQJ� FKRLFHV�

DFFRUGLQJ�WR�WKH�327��VXFK�WKDW�VWURQJHU�FUHGLWRU�SURWHFWLRQ�DQG�ZHDNHU�VKDUHKROGHU�DUH�

DVVRFLDWHG�ZLWK�VWURQJHU�327�EHKDYLRU��

+\SRWKHVHV� +�� WR� +�� DUH� WHVWHG� XVLQJ� D� 8�6�� GDWDVHW�� ZKLOH� +�� LV� H[DPLQHG� XVLQJ� DQ�

LQWHUQDWLRQDO�GDWDVHW��
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7R� DVVHVV�ZKHWKHU� WKH�8�6�� IROORZV� WKH�327�� WKH� HPSLULFDO� IUDPHZRUN�RI�)UDQN� DQG�*R\DO�

�������� ZKLFK� EXLOGV� RQ� WKH� DSSURDFK� GHYHORSHG� E\� 6K\DP�6XQGHU� DQG� 0\HUV� �������� LV�

DSSOLHG��$FFRUGLQJ�WR�WKHLU�DSSURDFK�WKH�QRWDWLRQV�DUH�GHILQHG�DV�IROORZV��

𝐷𝐼𝑉௧:�&DVK�GLYLGHQGV�LQ�\HDU�W��

𝐼௧:� 1HW� LQYHVWPHQW� LQ� \HDU� W� �L�H��� 𝐼௧�  � FDSLWDO� H[SHQGLWXUHV� �� LQFUHDVH� LQ� LQYHVWPHQWV� ��

DFTXLVLWLRQV���RWKHU�XVH�RI�IXQGV�–�VDOH�RI�33(�–�VDOH�RI�LQYHVWPHQW�

Δ ௧ܹ��FKDQJH�LQ�ZRUNLQJ�FDSLWDO� LQ�\HDU�W��L�H���Δ ௧ܹ� �FKDQJH�LQ�RSHUDWLQJ�ZRUNLQJ�FDSLWDO���

FKDQJH�LQ�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV���FKDQJH�LQ�FXUUHQW�GHEW���

�௧ܥ� &DVK� IORZ� DIWHU� LQWHUHVW� DQG� WD[HV� �L�H��� �௧ܥ  � LQFRPH� EHIRUH� H[WUDRUGLQDU\� LWHPV� ��

GHSUHFLDWLRQ� DQG�DPRUWL]DWLRQ���H[WUDRUGLQDU\� LWHPV�DQG�GLVFRQWLQXHG�RSHUDWLRQV���GHIHUUHG�

WD[HV���HTXLW\�LQ�QHW�ORVV�–�HDUQLQJV���RWKHU�IXQGV�IURP�RSHUDWLRQV���JDLQ��ORVV��IURP�VDOHV�RI�

33(�DQG�RWKHU�LQYHVWPHQWV���

ܴ௧��&XUUHQW�SRVLWLRQ�RI�ORQJ�WHUP�GHEW�LQ�\HDU�W��

Δ𝐷௧��1HW�GHEW�LVVXHG�LQ�\HDU�W��L�H���Δ𝐷௧� �ORQJ�WHUP�GHEW�LVVXDQFH�–�ORQJ�WHUP�GHEW�UHGXFWLRQ���

Δܧ௧��1HW�HTXLW\�LVVXHG�LQ�\HDU�W��L�H���Δܧ௧� �VDOH�RI�FRPPRQ�VWRFN�PLQXV�VWRFN�UHSXUFKDVHV���

%DVHG�RQ�WKH�QRWDWLRQV�WKH�ILQDQFLQJ�GHILFLW�FDQ�EH�GHILQHG�DV�IROORZV��

𝐷ܨܧ௧ = 𝐷𝐼𝑉௧ + 𝐼௧ + Δ ௧ܹ − ௧ܥ = Δ𝐷௧ + Δܧ௧ (1)�

$FFRUGLQJ� WR� )UDQN� DQG� *R\DO� ������� ܴ௧� LV� H[FOXGHG� DV� LWV� LQ� FRQWUDVW� WR� WKH� DFFRXQWLQJ�

GHILQLWLRQ�DQG�WKH\�IRXQG�LW�HPSLULFDOO\�QRW�EHORQJLQJ�WR�𝐷ܨܧ��
6K\DP�6XQGHU�DQG�0\HUV��������DUJXH�WKDW�DIWHU�DQ�,32�HTXLW\�LVVXHV�DUH�RQO\�XVHG�UDUHO\�LQ�

H[WUHPH�VLWXDWLRQV�DQG�QRW�RQ�D�UHJXODU�EDVLV�WR�ILQDQFH�WKH�ILQDQFLQJ�GHILFLW��:KHQ�DSSO\LQJ�

WKHVH�DVVXPSWLRQV��WKH�327�WKH�UHJUHVVLRQ�FDQ�EH�ZULWWHQ�LQ�WKH�IROORZLQJ�ZD\��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ݁௜௧ (2)�
:KHQ�DVVXPLQJ�WKH�VWURQJHVW�IRUP�RI�327��WKDW�PHDQV�WKDW�D�FRPSDQ\�UHOLHV�RQO\�RQ�H[WHUQDO�

GHEW�ILQDQFLQJ�WR�PHHW�LWV�ILQDQFLQJ�GHILFLW�ZH�H[SHFW�D� ���DQG�ܾ௉ை� ����6K\DP�6XQGHU�DQG�

0\HUV��������S��������This interpretation is intuitive, since the regression’s slope indicates how 



���

much of the firm’s new debt issuance can be attributed solely to its requirement for external 

ILQDQFLQJ��

$W�HOHYDWHG�OHYHUDJH�UDWLRV��WKH�WKUHDW�RI�ILQDQFLDO�GLVWUHVV�ZLOO�UHVWULFW�D�ILUP
V�DELOLW\�WR�WDNH�RQ�

PRUH�GHEW��IRUFLQJ�LW�WR�WXUQ�WR�HTXLW\�ILQDQFLQJ��7R�DFFRXQW�IRU�WKLV�SDWWHUQ��WKH�PRGHO�FDQ�EH�

HYDOXDWHG�LQ�D�VHPL�VWURQJ�IRUP��7KLV�YHUVLRQ�SRVLWV�WKDW�FRPSDQLHV�SULPDULO\�XVH�GHEW�WR�FRYHU�

WKHLU�IXQGLQJ�VKRUWIDOOV��WUHDWLQJ�HTXLW\�LVVXDQFH�DV�ERWK�DQ�LQIUHTXHQW�HYHQW�DQG�D�ILQDO�RSWLRQ��

:KLOH�WKLV�VHPL�VWURQJ�IRUP�GRHV�QRW�SURYLGH�D�SUHFLVH�QXOO�K\SRWKHVLV��LW�VXJJHVWV�WKDW�ܾ௉ை�ZLOO�

EH�PDUJLQDOO\�EHORZ�RQH��&KLULQNR�DQG�6LQJKD��������S��������7KLV�DVVXPSWLRQ�LV�FRQVLVWHQW�

ZLWK�6K\DP�6XQGHU�DQG�0\HUV��������S��������ZKR�DUJXH�WKDW�(TXDWLRQ�����LV�QRW�JHQHUDOO\�

FRUUHFW�EXW�VKRXOG�LQVWHDG�EH�YLHZHG�DV�D�VLPSOLILHG�EHQFKPDUN�WKDW�SURYLGHV�DQ�DSSUR[LPDWLRQ�

RI�ILQDQFLQJ�EHKDYLRU�RYHU�D�UDQJH�RI�PRGHUDWH�OHYHUDJH�OHYHOV��

7R�DFFRXQW�IRU�GLIIHUHQFHV�LQ�ILUP�VL]H��DOO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��GHILQHG�DV�WRWDO�

DVVHWV�PLQXV� FXUUHQW� OLDELOLWLHV��� VLQFH� WKLV�PHDVXUH� LV�QRW�VWURQJO\�FRUUHODWHG�ZLWK� WKH�RWKHU�

YDULDEOHV�LQ�WKH�UHJUHVVLRQ��

)UDQN�DQG�*R\DO��������S�������SRLQW�RXW�WKDW�WKH�ILQDQFLQJ�GHILFLW�XVHG�LQ�WKH�WHVW�LV�HQGRJHQRXV�

EHFDXVH�LW� LQFOXGHV�LQYHVWPHQW�DQG�GLYLGHQG�SD\PHQWV��ERWK�RI�ZKLFK�DUH�GHWHUPLQHG�E\�WKH�

firm’s own choices rather than by external conditions. In the Myers and Majluf (1984) model, 

LQIRUPDWLRQ�DV\PPHWU\�OHDGV�WR�DGYHUVH�VHOHFWLRQ��ZKLFK�LQFUHDVHV�WKH�FRVW�RI�H[WHUQDO�ILQDQFH�

DQG�RIWHQ�FDXVHV�ILUPV�WR�VFDOH�EDFN�LQYHVWPHQW��7KLV�XQGHULQYHVWPHQW�VKRZV�WKDW�LQYHVWPHQW�

DGMXVWV� WR� ILQDQFLQJ� FRQGLWLRQV� DQG� LV� WKHUHIRUH� DQ� HQGRJHQRXV� FRPSRQHQW� RI� WKH� ILQDQFLQJ�

GHILFLW��'LYLGHQG�SD\PHQWV�EHKDYH�LQ�D�VLPLODU�ZD\��VLQFH�PDQDJHUV�DGMXVW�WKHP�LQ�OLQH�ZLWK�

SURILWDELOLW\�RU�ILQDQFLQJ�QHHGV��$OWKRXJK�WKHVH�VRXUFHV�RI�HQGRJHQHLW\�FRXOG�PDNH�HPSLULFDO�

UHVXOWV�PRUH�GLIILFXOW�WR�LQWHUSUHW��/HDU\�DQG�5REHUWV��������S������I���DUJXH�WKDW�WKH\�GR�QRW�

LQYDOLGDWH�WKH�327�WHVW��(YHQ�ZKHQ�LQYHVWPHQW�RU�GLYLGHQGV�VKLIW�EHFDXVH�RI�ILQDQFLQJ�IULFWLRQV��

ILUPV�WKDW�IROORZ�WKH�327�FRQWLQXH�WR�UHO\�RQ�WKH�FKHDSHVW�DYDLODEOH�VRXUFH�RI�IXQGV��VR�WKHVH�

HQGRJHQRXV�DGMXVWPHQWV�GR�QRW�FUHDWH�IDOVH�HYLGHQFH�DJDLQVW�WKH�WKHRU\��

)ROORZLQJ�)UDQN�DQG�*R\DO��������S������I����,�SHUIRUP�DQ�RXW�RI�VDPSOH�YDOLGDWLRQ�WR�WHVW�HDFK�

model’s predictive performance. I estimate the model in the main sample and generate predicted 

GHEW�LVVXHV�IRU�D�VXEVHTXHQW�IRXU�\HDU�KROGRXW�SHULRG�XVLQJ�LQGHSHQGHQW�YDULDEOHV��,�HYDOXDWH�

these predictions by regressing them on the actual outcomes. The resulting out‑of‑sample ܴ2�LV�

UHSRUWHG��ZKLFK�KHOSV�YHULI\�WKDW�WKH�ILQGLQJV�JHQHUDOL]H�EH\RQG�WKH�HVWLPDWLRQ�SHULRG�DQG�DUH�

QRW�GULYHQ�E\�VDPSOH�VSHFLILF�QRLVH��

7R�H[DPLQH�ZKHWKHU�DGKHUHQFH�WR�WKH�327�YDULHV�RYHU�WLPH��,�IROORZ�)UDQN�DQG�*R\DO��������

E\�VSOLWWLQJ�WKH�VDPSOH�LQWR�WZR�SHULRGV�DQG�FRPSDULQJ�WKH�HVWLPDWHG�FRHIILFLHQWV��,Q�DGGLWLRQ��



���

,�HVWLPDWH�D�PRGHO�ZLWK�D�SHULRG�GXPP\�DQG�DQ�LQWHUDFWLRQ�WHUP��ZKLFK�DOORZV�IRU�D�IRUPDO�

VWDWLVWLFDO� WHVW�RI�ZKHWKHU� WKH�VHQVLWLYLW\�RI�GHEW� LVVXDQFH� WR� ILQDQFLQJ�GHILFLWV�GLIIHUV�DFURVV�

SHULRGV��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ܿ௉஽ܴܲܧ𝐼ܱ𝐷௧ + ݀௉ை,௉஽(𝐷ܨܧ௜௧ ∗ (𝐼ܱ𝐷௧ܴܧܲ + ௜ߛ + ݁௜௧ (3)�

)LQDOO\�� WR� H[SORLW� WKH� IXOO� KRUL]RQ� DQG�REWDLQ� D� VWUXFWXUDO�ZLWKLQ�ILUP�HVWLPDWH�RI� WKH�327�

PHFKDQLVP��,�HVWLPDWH�D�ILUP��DQG�WLPH�IL[HG�HIIHFWV�PRGHO��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ௜ߛ + ௧ߣ + ݁௜௧ (4)�

+HUH��ILUP�IL[HG�HIIHFWVߛ�௜ �FRQWURO�IRU�DOO�WLPH�LQYDULDQW�ILUP�FKDUDFWHULVWLFV��ZKLOH�\HDU�IL[HG�

HIIHFWVߣ�௧�DEVRUE�PDFURHFRQRPLF�VKRFNV�DQG�UHJXODWRU\�FKDQJHV��7KLV�VSHFLILFDWLRQ�LVRODWHV�WKH�

ZLWKLQ�ILUP�UHVSRQVH�RI�GHEW�LVVXDQFH�WR�ILQDQFLQJ�GHILFLWV�DQG�FRPSOHPHQWV�WKH�SHULRG�VSHFLILF�

DQDO\VLV��

�

����'LVDJJUHJDWHG�PRGHO�
�

)ROORZLQJ�)UDQN�DQG�*R\DO� �������� WKH�GLVDJJUHJDWHG�PRGHO� LV�HVWLPDWHG� LQ�DGGLWLRQ� WR� WKH�

DJJUHJDWHG�VSHFLILFDWLRQ��7KLV�VWHS�LV�XVHG�WR�DVVHVV�ZKHWKHU�DJJUHJDWLQJ�DOO�FRPSRQHQWV�LQWR�

𝐷ܨܧ௜௧�LV�MXVWLILHG�DQG�WKDW߂�𝐷௜௧�LV�QRW�GULYHQ�PDLQO\�E\�LQGLYLGXDO�IDFWRUV��8QGHU�WKH�327��LW�LV�

WKH� RYHUDOO� ILQDQFLQJ� GHILFLW� WKDW� GULYHV� GHEW� LVVXDQFH�� ZKLFK� LPSOLHV� WKDW� HDFK� FRPSRQHQW�

VKRXOG�KDYH� DQ� LGHQWLFDO�PDUJLQDO� HIIHFW� RQ�Δ𝐷௜௧��7KH� GLVDJJUHJDWHG�PRGHO� LV� HVWLPDWHG� DV�

IROORZV��

𝐷௜௧߂ = ܽ + ܾ஽ூ௏𝐷𝐼𝑉௧ + ܾூ𝐼௧ + ܾௐ߂ ௧ܹ − ܾ஼ܥ௧ + ݁௜௧ (5)�
)URP�WKLV�VSHFLILFDWLRQ��WKH�QXOO�K\SRWKHVLV�LPSOLHG�E\�WKH�327�LV��

D� ���DQG�ܾ஽ூ௏ � �ܾூ � �ܾௐ� �ܾ஼� ���

$GGLWLRQDOO\��,�HVWLPDWH�D�PRGHO�ZLWK�ILUP��DQG�WLPH�IL[HG�HIIHFWV��

𝐷௜௧߂ = ܽ + ܾ஽ூ௏𝐷𝐼𝑉௧ + ܾூ𝐼௧ + ܾௐ߂ ௧ܹ − ܾ஼ܥ௧ + ௜ߛ + ௧ߣ + ݁௜௧ (6)�

$V� IRU� WKH� DJJUHJDWHG�PRGHO�� ILUP� DQG� \HDU� IL[HG� HIIHFWV� DUH� LQFOXGHG� WR� FRQWURO� IRU� WLPH�

LQYDULDQW�ILUP�KHWHURJHQHLW\�DQG�FRPPRQ�WLPH�HIIHFWV��

�

����&RQYHQWLRQDO�PRGHO�
�

7KH� WZR� PRGHOV� GLVFXVVHG� DERYH� UHO\� RQ� GLVWLQFW� LQIRUPDWLRQ� VHWV� DQG� PDNH� GLIIHUHQW�

H[RJHQHLW\� DVVXPSWLRQV� WKDQ� WUDGLWLRQDO� HPSLULFDO� IUDPHZRUNV� XVHG� WR� VWXG\� OHYHUDJH� DQG�

FDSLWDO�VWUXFWXUH�DGMXVWPHQW��)UDQN�DQG�*R\DO��������S������I����+DUULV�DQG�5DYLY��������RXWOLQH�



���

WKH�VWDQGDUG�VHW�RI�GHWHUPLQDQWV�XVHG�LQ�FDSLWDO�VWUXFWXUH�VWXGLHV�DQG�5DMDQ�DQG�=LQJDOHV��������

VXEVHTXHQWO\�FRQGHQVH�WKHVH�IDFWRUV�LQWR�D�VWUDLJKWIRUZDUG�FURVV�VHFWLRQDO�IUDPHZRUN��

𝐷௜߂ = ߙ + ߂௧ߚ ௜ܶ + ௜ܤܶܯ߂ெ்஻ߚ + ܮ߂௅ௌߚ ௜ܵ + ߂௉ߚ ௜ܲ + ௜ܨܧ஽ாி𝐷ߚ + ௜ߛ + ௧+݁௜ߣ (7)�

𝐷௜��0DUNHW�OHYHUDJH��L�H߂���𝐷௜ � �WRWDO�GHEW����WRWDO�GHEW���PDUNHW�YDOXH�RI�HTXLW\����

௜ܶ��7DQJLELOLW\�RI�DVVHWV��L�H߂��� ௜ܶ  �IL[HG�DVVHWV���WRWDO�DVVHWV���

�0�௜ܤܶܯDUNHW�WR�ERRN�UDWLR��L�Hܤܶܯ߂���௜� ��WRWDO�DVVHWV���FRPPRQ�HTXLW\���PDUNHW�YDOXH�RI�

HTXLW\����WRWDO�DVVHWV���

ܮ ௜ܵ��/RJ�VDOHV��L�Hܮ߂��� ௜ܵ� �OQ�VDOHV����

௜ܲ��3URILWDELOLW\��L�H߂��� ௜ܲ� �RSHUDWLQJ�LQFRPH���WRWDO�DVVHWV���

7KH�YDULDEOHV�XVHG�LQ�WKH�UHJUHVVLRQ�DUH�GHQRWHG�DV�ILUVW�GLIIHUHQFH�EHWZHHQ�\HDUV� ��DV�WKH(߂�

FRQYHQWLRQDO� YDULDEOHV� H[SODLQ� OHYHOV� RI� OHYHUDJH�ZKLOH� WKH�𝐷ܨܧ௜� H[SODLQV� FKDQJHV� LQ�GHEW��

,QFOXGLQJ�\HDU�IL[HG�HIIHFWV�DOORZV�WKH�PRGHO�WR�FRQWURO�IRU�FRPPRQ�PDFURHFRQRPLF�VKRFNV�

WKDW�SHUVLVW�RYHU�WLPH��ZKLFK�DOOHYLDWHV�WKH�FRQFHUQ�KLJKOLJKWHG�E\�)UDQN�DQG�*R\DO��������S��

�����DERXW�VKRFNV�EHLQJ�FRUUHODWHG�DFURVV�\HDUV��,Q�WKH�IROORZLQJ��WKH�FRQYHQWLRQDO�OHYHUDJH�

YDULDEOHV�DUH�LQWHUSUHWHG�LQ�SHUVSHFWLYH�RI�WKH�327��

�

������7DQJLELOLW\�RI�DVVHWV�
�

+DUULV�DQG�5DYLY��������S�������QRWH�WKDW�ILUPV�ZLWK�D�UHODWLYHO\�VPDOO�VKDUH�RI�WDQJLEOH�DVVHWV�

IDFH�PRUH�SURQRXQFHG� LQIRUPDWLRQ�DV\PPHWU\�ZLWKLQ� WKH�327�IUDPHZRUN��%HFDXVH�RXWVLGH�

LQYHVWRUV� ILQG� VXFK� ILUPV� KDUGHU� WR� HYDOXDWH�� WKH\� DUH� PRUH� H[SRVHG� WR� XQGHULQYHVWPHQW�

SUREOHPV�WKDQ�ILUPV�ZLWK�PRUH�HDVLO\�DVVHVVHG�DVVHWV��&RQVHTXHQWO\��WKHVH�ILUPV�DUH�H[SHFWHG�

WR�UHO\�LQFUHDVLQJO\�RQ�GHEW�ILQDQFLQJ�RYHU�WLPH��KROGLQJ�RWKHU�IDFWRUV�FRQVWDQW��3XW�GLIIHUHQWO\��

when a firm’s assets are transparent and easily valued, equity financing becomes less costly, 

ZKLFK�ZRXOG�LPSO\�ORZHU�OHYHUDJH�IRU�ILUPV�ZLWK�KLJKHU�WDQJLELOLW\��<HW��LI�DGYHUVH�VHOHFWLRQ�

SULPDULO\� FRQFHUQV� WKH� YDOXDWLRQ� RI� DVVHWV� DOUHDG\� LQ� SODFH�� JUHDWHU� WDQJLELOLW\� FDQ� LQFUHDVH�

LQIRUPDWLRQ� SUREOHPV� DQG� HQFRXUDJH� PRUH� GHEW� LVVXDQFH�� )UDQN� DQG� *R\DO� ������� S�� ���

KLJKOLJKW�WKDW�WDQJLELOLW\�UHIOHFWV�VHYHUDO�FRPSHWLQJ�HFRQRPLF�PHFKDQLVPV��ZKLFK�H[SODLQV�ZK\�

WKH�327�GRHV�QRW�SURYLGH�D�FOHDU�GLUHFWLRQDO�SUHGLFWLRQ��

%H\RQG� LQIRUPDWLRQDO� DUJXPHQWV�� D�ZLGHO\� DFFHSWHG�YLHZ� HPSKDVL]HV� WKH� FROODWHUDO� UROH� RI�

WDQJLEOH�DVVHWV��7DQJLEOH�DVVHWV��VXFK�DV�EXLOGLQJV��PDFKLQHU\�DQG�HTXLSPHQW��UHWDLQ�WKHLU�YDOXH�

PRUH�HIIHFWLYHO\�GXULQJ�SHULRGV�RI�HFRQRPLF�GLVWUHVV��7KH\�FDQ�DOVR�EH�PRUH�HDVLO\�SOHGJHG�WR�

FUHGLWRUV�WKDQ�LQWDQJLEOH�DVVHWV��VXFK�DV�JRRGZLOO��&RQVLVWHQW�ZLWK�WKLV�YLHZ��)UDQN�DQG�*R\DO�



����

�������GRFXPHQW�D�FRQVLVWHQWO\�SRVLWLYH�DQG�KLJKO\�VLJQLILFDQW�FRUUHODWLRQ�EHWZHHQ�WDQJLELOLW\�

DQG� OHYHUDJH� DFURVV� DOO� VDPSOH� SHULRGV� IURP� ����� –� ������ 8VLQJ� QHW� SURSHUW\�� SODQW�� DQG�

HTXLSPHQW�UHODWLYH�WR�WRWDO�DVVHWV��WKH\�ILQG�WKDW�WKH�UHODWLRQVKLS�KROGV�DFURVV�IRXU�DOWHUQDWLYH�

OHYHUDJH�GHILQLWLRQV��WRWDO�GHEW�VFDOHG�E\�PDUNHW�DVVHWV��WRWDO�GHEW�VFDOHG�E\�ERRN�DVVHWV��ORQJ�

WHUP�GHEW�VFDOHG�E\�PDUNHW�DVVHWV�DQG�ORQJ�WHUP�GHEW�VFDOHG�E\�ERRN�DVVHWV��

*LYHQ� WKLV� UREXVW�HPSLULFDO�SDWWHUQ�� ,� IROORZ�)UDQN�DQG�*R\DO� �������DQG�H[SHFW�D�SRVLWLYH�

coefficient on tangibility, βₜ > 0.�

�

������0DUNHW�WR�ERRN�UDWLR�
�

7KH�07%�UDWLR�LV�FRPPRQO\�XVHG�DV�D�SUR[\�IRU�JURZWK�RSSRUWXQLWLHV�DQG�$GDP�DQG�*R\DO�

�������VKRZ�WKDW�LW�LV�WKH�PRVW�UHOLDEOH�DPRQJ�WKH�VWDQGDUG�PHDVXUHV��)DPD�DQG�)UHQFK��������

S�����DUJXH�WKDW�XQGHU�WKH�VLPSOH�327��WKH�07%�UDWLR�VKRXOG�EH�SRVLWLYHO\�UHODWHG�WR�OHYHUDJH��

DV�ILUPV�ZLWK�KLJK�07%�XQGHUWDNH�PRUH�LQYHVWPHQW�DQG�UHO\�RQ�GHEW�ZKHQ�LQYHVWPHQW�H[FHHGV�

LQWHUQDO�IXQGV��7KLV�LPSOLHV�D�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�07%�DQG�ERRN�OHYHUDJH��

+RZHYHU��WKLV�SUHGLFWLRQ�LV�UHMHFWHG�E\�VHYHUDO�HPSLULFDO�VWXGLHV��+XDQJ�DQG�5LWWHU��������ILQG�

WKDW�ILUPV�ZLWK�D�KLJK�07%�UDWLR�DUH�PRUH�OLNHO\�WR�LVVXH�HTXLW\��5DMDQ�DQG�=LQJDOHV���������

H[DPLQLQJ�*���ILUPV�IURP������WR�������UHSRUW�D�VLJQLILFDQW�QHJDWLYH�FRHIILFLHQW�RQ�07%�LQ�

PDUNHW�OHYHUDJH�UHJUHVVLRQV��6LPLODU�QHJDWLYH�FRUUHODWLRQV�KDYH�EHHQ�GRFXPHQWHG�E\�)UDQN�DQG�

*R\DO��������������������DQG�6HLIHUW�DQG�*RQHQF���������

7ZR�PDLQ�H[SODQDWLRQV�DUH�SURSRVHG�IRU�WKLV�QHJDWLYH�UHODWLRQVKLS��)LUVW��XQGHU�PDUNHW�WLPLQJ��

ILUPV�H[SORLW�KLJK�YDOXDWLRQV�E\�LVVXLQJ�HTXLW\��UHGXFLQJ�OHYHUDJH��)UDQN�DQG�*R\DO��������S��

���� 6HFRQG�� JURZWK� RSSRUWXQLWLHV�PD\� UHGXFH� GHEW� FDSDFLW\�� DV� GHEW� FDQ� GLVWRUW� LQYHVWPHQW�

LQFHQWLYHV��%DUFOD\�HW�DO����������

%DVHG�RQ�WKH�HPSLULFDO�HYLGHQFH�,�IROORZ�WKH�SUHGLFWLRQ�RI�)UDQN�DQG�*R\DO��������DQG�DVVXPH�

������ெ்஻ߚ

�

������/RJ�6DOHV�
�

/DUJHU�ILUPV�JHQHUDOO\�RSHUDWH�DFURVV�D�EURDGHU�UDQJH�RI�DFWLYLWLHV��ZKLFK�WHQGV�WR�VWDELOL]H�WKHLU�

FDVK�IORZV�DQG�UHGXFH�ERWK�WKH�OLNHOLKRRG�DQG�WKH�FRVWV�RI�ILQDQFLDO�GLVWUHVV�UHODWLYH�WR�VPDOOHU�

ILUPV��7KHLU� VL]H� DOVR� VWUHQJWKHQV� WKHLU� EDUJDLQLQJ� SRVLWLRQ�ZLWK� OHQGHUV� DQG� LPSURYHV� WKHLU�

DELOLW\� WR� VHFXUH� H[WHUQDO� ILQDQFLQJ�� 0DQ\� ODUJH� ILUPV� DUH� SXEOLFO\� OLVWHG�� ZKLFK� HQKDQFHV�



����

GLVFORVXUH�DQG�UHGXFHV�LQIRUPDWLRQ�DV\PPHWU\��$V�D�UHVXOW��WKH\�W\SLFDOO\�HQMR\�PRUH�IDYRUDEOH�

ERUURZLQJ� FRQGLWLRQV� DQG�JUHDWHU� DFFHVV� WR�ERWK�GRPHVWLF� DQG� LQWHUQDWLRQDO� FDSLWDO�PDUNHWV�

�%DNHU�DQG�0DUWLQ��������(PSLULFDO�FURVV�VHFWLRQDO�HYLGHQFH�FRQVLVWHQWO\�VKRZV�WKDW�OHYHUDJH�

WHQGV�WR�ULVH�ZLWK�ILUP�VL]H��DV�GRFXPHQWHG�E\�)UDQN�DQG�*R\DO���������

)URP�WKH�VWDQGSRLQW�RI�WKH�327��ODUJHU�ILUPV�PD\�H[KLELW�ORZHU�OHYHUDJH�EHFDXVH�WKHLU�JUHDWHU�

WUDQVSDUHQF\�UHGXFHV�LQIRUPDWLRQ�DV\PPHWU\��PDNLQJ�HTXLW\�LVVXDQFH�OHVV�FRVWO\�DQG�WKHUHIRUH�

PRUH�IHDVLEOH��

1HYHUWKHOHVV��IROORZLQJ�)UDQN�DQG�*R\DO���������,�DVVXPH�D�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�ILUP�

VL]H�PHDVXUHG�DV�WKH�ORJ�RI�VDOHV�DQG�FKDQJHV�LQ�QHW�GHEW��LPSO\LQJߚ�௅ௌ�!����

�

������3URILWDELOLW\�
�

7KH�327�SUHGLFWV�DQ�LQYHUVH�UHODWLRQVKLS�EHWZHHQ�SURILWDELOLW\�DQG�OHYHUDJH��DV�ILUPV�SUHIHU�WR�

ILQDQFH�RSHUDWLRQV�ZLWK�LQWHUQDO�IXQGV�EHIRUH�DFFHVVLQJ�H[WHUQDO�FDSLWDO��7KLV�LGHD�LV�VWURQJO\�

VXSSRUWHG�E\�HPSLULFDO�HYLGHQFH��)UDQN�DQG�*R\DO���������XVLQJ�DQ�H[WHQVLYH�VDPSOH�RI�8�6��

ILUPV�FRYHULQJ�WKH�SHULRG�IURP������WR�������VKRZ�WKDW�SURILWDELOLW\�LV�RQH�RI�WKH�PRVW�UHOLDEOH�

GHWHUPLQDQWV�RI�OHYHUDJH��,Q�WKHLU�DQDO\VHV��SURILWDEOH�ILUPV�FRQVLVWHQWO\�DSSHDUHG�ZLWK�ORZHU�

GHEW� UDWLRV��DQ�HIIHFW� WKDW� LV�SDUWLFXODUO\�VWURQJ�ZKHQ� OHYHUDJH� LV�FDOFXODWHG�RQ�D�ERRN�YDOXH�

EDVLV��(DUOLHU�UHVHDUFK�UHDFKHV�VLPLODU�FRQFOXVLRQV��7LWPDQ�DQG�:HVVHOV��������UHSRUW�WKDW�PRUH�

SURILWDEOH� ILUPV�UHO\� OHVV�RQ�GHEW��ZKLOH�0DF.D\�DQG�3KLOOLSV� �������GRFXPHQW� FRPSDUDEOH�

SDWWHUQV� LQ� WKHLU� VWXG\� RI� LQGXVWU\� G\QDPLFV�� )DPD� DQG� )UHQFK� ������� OLNHZLVH� ILQG� WKDW�

SURILWDELOLW\� LV� QHJDWLYHO\� DVVRFLDWHG� ZLWK� OHYHUDJH�� LQWHUSUHWLQJ� LW� DV� FRQVLVWHQW� ZLWK� WKH�

ILQDQFLQJ� KLHUDUFK\� LPSOLHG� E\� WKH� 327�� 0RUHRYHU�� )LVFKHU�� +HLQNHO� DQG� =HFKQHU� �������

HPSKDVL]H�WKDW�ILUPV�ZLWK�VWURQJ�HDUQLQJV�FDQ�XVH�WKRVH�HDUQLQJV�WR�UHGXFH�RXWVWDQGLQJ�GHEW��

UHLQIRUFLQJ�WKH�WHQGHQF\�RI�SURILWDEOH�ILUPV�WR�PDLQWDLQ�ORZHU�OHYHUDJH�UDWLRV��

$V�LQ�WKH�SDSHU�RI�)UDQN�DQG�*R\DO�������ߚ�௉�����LV�DVVXPHG��

�

����&RQWUROOLQJ�IRU�GHEW�FDSDFLW\�
�

$V�RXWOLQHG�LQ�WKH�OLWHUDWXUH�UHYLHZ��HPSLULFDO�HYLGHQFH�RQ�ZKHWKHU�ILUPV�IROORZ�327�UHPDLQV�

PL[HG��2QH�UHDVRQ�IRU�WKHVH�LQFRQVLVWHQW�ILQGLQJV�LV�WKDW�PDQ\�VWXGLHV�XVLQJ�WKH�6K\DP�6XQGHU�

and Myers (1999) approach do not account for differences in firms’ debt capacities. As a result, 

WKH\�HVWLPDWH�D�VLQJOH�VORSH�FRHIILFLHQW�WKDW�LV�DVVXPHG�WR�EH�FRQVWDQW�DFURVV�ILUPV�DQG�RYHU�



����

WLPH��HYHQ�WKRXJK�0\HUV��������HPSKDVL]HG�WKDW�GHEW�FDSDFLW\�YDULHV�DFURVV�ILUPV�DQG�SHULRGV��

:LWKLQ� 327� IUDPHZRUN�� GHEW� FDSDFLW\� LV� UHDFKHG� ZKHQ� DGGLWLRQDO� ERUURZLQJ� UHGXFHV� WKH�

PDUNHW� YDOXH� RI� RXWVWDQGLQJ� GHEW�� FRQVLVWHQW� ZLWK� WKH� UROH� RI� LQIRUPDWLRQ� DV\PPHWU\� LQ�

ILQDQFLQJ�GHFLVLRQV��0\HUV��������

)UDQN�DQG�*R\DO��������TXHVWLRQ�WKH�QHJOHFW�RI�GHEW�FDSDFLW\�E\�HVWLPDWLQJ�WKHLU�FRQYHQWLRQDO�

PRGHO� GHVFULEHG� DERYH��:KHQ� WKH� ILQDQFLQJ� GHILFLW� LV� DGGHG� WR� WUDGLWLRQDO� FDSLWDO� VWUXFWXUH�

GHWHUPLQDQWV��WKH�H[SODQDWRU\�SRZHU�RI�WKH�PRGHO�LQFUHDVHV�RQO\�PDUJLQDOO\��LQGLFDWLQJ�WKDW�D�

VXEVWDQWLDO�SDUW�RI� WKH�YDULDWLRQ� LV�QRW�FDSWXUHG�E\� WKH�ILQDQFLQJ�GHILFLW�DORQH��7KLV�GRHV�QRW�

FRQWUDGLFW� WKH� 327� EXW� VXJJHVWV� WKDW� ILUPV� GR� QRW� UHVSRQG� XQLIRUPO\� WR� ILQDQFLQJ� GHILFLWV��

KLJKOLJKWLQJ�WKH�UHOHYDQFH�RI�KHWHURJHQHLW\�LQ�GHEW�FDSDFLW\��

Bolton and Freixas (2000) propose a model in which asymmetric information shapes a firm’s 

FKRLFH�EHWZHHQ�HTXLW\��EDQN�ORDQV�DQG�SXEOLF�ERQGV��)LUPV�ZLWK�VWURQJ�ILQDQFLDO�SRVLWLRQV�WHQG�

WR�XVH�SXEOLF�GHEW�EHFDXVH�LW�RIIHUV�ORZ�ERUURZLQJ�FRVWV�ZKHQ�WKH�OLNHOLKRRG�RI�GLVWUHVV�LV�VPDOO��

)LUPV�ZLWK�KLJKHU�ULVN�UHO\�RQ�EDQN�GHEW��ZKLFK�LV�PRUH�IOH[LEOH�EXW�FDUULHV�KLJKHU�FRVWV��7KH�

ULVNLHVW�ILUPV�DUH�OLPLWHG�WR�HTXLW\�ILQDQFLQJ��,Q�WKLV�IUDPHZRUN��D�FUHGLW�UDWLQJ�VLJQDOV�DFFHVV�

WR�SXEOLF�ERQG�PDUNHWV�DQG�WKXV�KLJKHU�GHEW�FDSDFLW\��

7KLV�WKHVLV�IROORZV�WKH�PRUH�DGYDQFHG�DSSURDFK�RI�/HPPRQ�DQG�=HQGHU���������5DWKHU�WKDQ�

DVVXPLQJ�WKDW�UDWHG�ILUPV�DOZD\V�KDYH�KLJK�GHEW�FDSDFLW\��WKH\�HVWLPDWH�WKH�OLNHOLKRRG�WKDW�D�

ILUP�FDQ�DFFHVV�WKH�SXEOLF�GHEW�PDUNHW�EDVHG�RQ�LWV�FKDUDFWHULVWLFV��7KLV�SUREDELOLW\�LV�HVWLPDWHG�

XVLQJ�D�ORJLW�PRGHO�ZLWK�ODJJHG�ILUP�FKDUDFWHULVWLFV�VXFK�DV�VL]H��SURILWDELOLW\��DVVHW�WDQJLELOLW\��

07%�UDWLR�� OHYHUDJH��DJH�DQG� VWRFN�UHWXUQ�YRODWLOLW\�ZKLFK� LV�XVHG�DV�D�SUR[\� IRU�FDVK� IORZ�

YRODWLOLW\��$V�RXWOLQHG� XQGHU� WKH� SDUDJUDSK� RQ� WKH� GLVDJJUHJDWHG�PRGHO�� WKHVH�YDULDEOHV� DUH�

FRPPRQO\�XVHG�LQ�WKH�FDSLWDO�VWUXFWXUH�OLWHUDWXUH��%\�SUHGLFWLQJ�DFFHVV�WR�SXEOLF�GHEW�PDUNHWV�

UDWKHU�WKDQ�REVHUYLQJ�UDWLQJV�GLUHFWO\��WKHLU�PHWKRG�OLPLWV�VHOHFWLRQ�ELDV�DQG�SURYLGHV�D�PRUH�

DFFXUDWH�PHDVXUH�RI�KRZ�FORVH�D�ILUP�LV�WR�LWV�GHEW�FDSDFLW\��

ln (PR(஻௢௡ௗோ௔௧௜௡௚೔೟=1)
௉ோ(஻௢௡ௗோ௔௧௜௡௚೔೟=0)) = ܽ + ௌܾூ௓ா ln(ܵ𝐼ܼܧ௜௧

−1) + ܾ௉ோைி ௜௧ܨܱܴܲ
−1 +்ܾ஺ேீܶܩܰܣ௜௧

−1 +

ܾெ்஻ ௜௧ܤܶܯ
−1 +ܾ௅ா௏ܧܮ𝑉௜௧

−1 + ஺ܾீா ln(݁݃ܣ௜௧
−1) + ܾ௏ை௅𝑉ܱܮ௜௧

−1                                                      (8)��

,� WHVW� ZKHWKHU� GHEW� FDSDFLW\�� PHDVXUHG� XVLQJ� WKH� SUREDELOLW\� RI� KDYLQJ� D� FUHGLW� UDWLQJ��

VLJQLILFDQWO\�LQIOXHQFHV�ILQDQFLQJ�GHFLVLRQV��8VLQJ�IRXU�FRPSOHPHQWDU\�DSSURDFKHV��,�HYDOXDWH�

ZKHWKHU�KLJKHU�GHEW�FDSDFLW\�VWUHQJWKHQV�327�EHKDYLRU�DQG�ZKHWKHU�WKLV�HIIHFW�LV�GLVWLQFW�IURP�

ILUP�VL]H��7KLV�GLVWLQFWLRQ� LV� LPSRUWDQW�EHFDXVH� ODUJHU� ILUPV�DUH�PRUH� OLNHO\� WR�KROG�D�FUHGLW�

UDWLQJ��$OPHLGD�DQG�&DPSHOOR��������ZKLFK�UDLVHV�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH�PHDVXUH�FDSWXUHV�

WUXH�GHEW�FDSDFLW\�RU�PHUHO\�ILUP�VL]H��
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)LUVW��IROORZLQJ�/HPPRQ�DQG�=HQGHU���������,�VRUW�ILUPV�LQWR�ORZ���PLG���DQG�KLJK�SUREDELOLW\�

JURXSV�DQG�HVWLPDWH�VHSDUDWH�GHILFLW�UHJUHVVLRQV�ZLWKLQ�HDFK�EXFNHW��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ݁௜௧ (9)�

$�PRQRWRQLF�LQFUHDVH�LQ�ܾ௉ை�DFURVV�WKH�JURXSV�ZRXOG�LQGLFDWHV�WKDW�WKH�SUREDELOLW\�PHDVXUH�

EHKDYHV�DV�LQWHQGHG�DV�ILUPV�ZLWK�D�KLJKHU�GHEW�FDSDFLW\�IROORZ�WKH�327�PRUH�FORVHO\��

6HFRQG��,�H[SDQG�WKHLU�DSSURDFK�E\�HVWLPDWLQJ�D�FRQWLQXRXV�LQWHUDFWLRQ�PRGHO��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ܾோܲ݊݅ݐܴܾܽ݋ݎ ௜݃௧ + ܾ௉ை,ோ(𝐷ܨܧ௜௧ ∗ ݊݅ݐܴܾܽ݋ݎܲ ௜݃௧) + ݁௜௧ (10)�

$�SRVLWLYH��VLJQLILFDQW�ܾ௉ை,ோ�RI�PHDQLQJIXO�PDJQLWXGH�UHODWLYH�WR�ܾ௉ை�ZRXOG�SURYLGH�HYLGHQFH�

WKDW�GHEW�FDSDFLW\�DPSOLILHV�327�EHKDYLRU�PXFK�EHWWHU�WKDQ�ILQDQFLQJ�GHILFLW�DORQH��

7KLUG�� WR�H[DPLQH�ZKHWKHU� WKH�PHDVXUH�VLPSO\�SUR[LHV� IRU� ILUP�VL]H�� ,� VSOLW� WKH�VDPSOH� LQWR�

VPDOO�DQG�ODUJH�ILUPV�DQG�UHSHDW�WKH�ILUVW�WHVW�ZLWKLQ�HDFK�VL]H�JURXS�DFFRUGLQJ�WR�/HPPRQ�DQG�

=HQGHU���������,I�WKH�SUREDELOLW\�PHDVXUH�FDSWXUHV�PRUH�WKDQ�MXVW�VL]H��WKH�PRQRWRQLF�SDWWHUQ�

LQ�ܾ௉ை VKRXOG�DSSHDU�LQ�ERWK�VXEVDPSOHV��

)LQDOO\��,�H[WHQG�(TXDWLRQ������WR�DVVHVV�ZKHWKHU�KHWHURJHQHLW\�LQ�327�EHKDYLRU�UHIOHFWV�ILUP�

VL]H�UDWKHU�WKDQ�GHEW�FDSDFLW\��6SHFLILFDOO\��,�MRLQWO\�LQWHUDFW�WKH�ILQDQFLQJ�GHILFLW�ZLWK�ERWK�D�

SUR[\�IRU�GHEW�FDSDFLW\�DQG�ILUP�VL]H��

Δ𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ܾோܲ݊݅ݐܴܾܽ݋ݎ ௜݃௧ + ܾ௉ை,ோ(𝐷ܨܧ௜௧ ∗ ݊݅ݐܴܾܽ݋ݎܲ ௜݃௧) +

ௌܾlog (ݏݐ݁ݏݏܣ)௜௧ + ܾ௉ை,ௌ(𝐷ܨܧ௜௧ ∗ log(ݏݐ݁ݏݏܣ)௜௧) + ݁௜௧                                                             (11)��

6LQFH�ILUP�VL]H�LV�FRPPRQO\�XVHG�DV�D�SUR[\�IRU�ILQDQFLQJ�IOH[LELOLW\��LQFOXGLQJ�ERWK�LQWHUDFWLRQ�

WHUPV� DOORZV� GHEW� FDSDFLW\� DQG� VL]H� WR� FRPSHWH� DV� H[SODQDWRU\� FKDQQHOV�� ,I� GHEW� FDSDFLW\�

UHSUHVHQWV�DQ� LQGHSHQGHQW�FKDQQHO��ܾ௉ை,ோ� VKRXOG� UHPDLQ�VL]HDEOH�DQG�VWDWLVWLFDOO\�VLJQLILFDQW�

HYHQ� DIWHU� FRQWUROOLQJ� IRU� VL]H� LQWHUDFWLRQV�� ZKLOH� ܾ௉ை,ௌ� VKRXOG� EH� FRPSDUDWLYHO\� VPDOO� RU�

VWDWLVWLFDOO\�LQVLJQLILFDQW��

�

����&RQWUROOLQJ�IRU�OHJDO�V\VWHPV�
�

0RVW� HPSLULFDO� WHVWV� RI� WKH� 327� DUH� EDVHG� RQ� 8�6�� GDWD�� HYHQ� WKRXJK� FRXQWULHV� GLIIHU�

VXEVWDQWLDOO\� LQ� OHJDO� V\VWHPV�� LQVWLWXWLRQDO� TXDOLW\�� LQIRUPDWLRQ� HQYLURQPHQWV� DQG� DJHQF\�

SUREOHPV��7KHVH�LQVWLWXWLRQDO�GLIIHUHQFHV�VKDSH�ERWK�WKH�GHJUHH�RI�LQIRUPDWLRQ�DV\PPHWU\�DQG�

WKH�VHYHULW\�RI�DJHQF\�FRQIOLFWV�WKDW�ILUPV�IDFH�ZKHQ�UDLVLQJ�H[WHUQDO�ILQDQFLQJ��,Q�WKHRU\��WKH�

327�VKRXOG�EH�PRUH�UHOHYDQW�LQ�HQYLURQPHQWV�ZKHUH�WKHVH�IULFWLRQV�DUH�VHYHUH��FRQGLWLRQV�RIWHQ�

DVVRFLDWHG�ZLWK�HPHUJLQJ�PDUNHWV��



����

$� WUDGLWLRQDO�ZD\� WR�H[DPLQH�FURVV�FRXQWU\�GLIIHUHQFHV� LV� WR�FDWHJRUL]H� ILQDQFLDO� V\VWHPV�DV�

EDQN�EDVHG�RU�PDUNHW�EDVHG��%DQN�EDVHG�HFRQRPLHV�VXFK�DV�*HUPDQ\�DQG�-DSDQ�UHO\�KHDYLO\�

RQ�ORQJ�WHUP�EDQN�ILUP�UHODWLRQVKLSV��ZKHUHDV�PDUNHW�EDVHG�HFRQRPLHV�VXFK�DV�WKH�8�6��DQG�

WKH�8�.��UHO\�SULPDULO\�RQ�SXEOLF�FDSLWDO�PDUNHWV��+RZHYHU��WKH�ODZ�DQG�ILQDQFH�OLWHUDWXUH��/D�

3RUWD� HW� DO��� ������ DUJXHV� WKDW� WKLV� GLFKRWRP\� LV� QRW� WKH� PDLQ� GHWHUPLQDQW� RI� ILQDQFLDO�

GHYHORSPHQW��,QVWHDG��WKH�HIIHFWLYHQHVV�RI�WKH�OHJDO�V\VWHP��SDUWLFXODUO\�LQYHVWRU�SURWHFWLRQ�DQG�

FRQWUDFW� HQIRUFHPHQW�� GULYHV� WKH� DYDLODELOLW\� DQG� FRVW� RI� H[WHUQDO� ILQDQFH��%HFN� DQG�/HYLQH�

�������VLPLODUO\�VKRZ�WKDW�RQFH� OHJDO� LQVWLWXWLRQV�DUH�FRQWUROOHG� IRU�� WKH�GLVWLQFWLRQ�EHWZHHQ�

EDQN��DQG�PDUNHW�EDVHG�V\VWHPV�KDV�QR�H[SODQDWRU\�SRZHU��

0RWLYDWHG�E\� WKLV�SHUVSHFWLYH��,�IRFXV�RQ�FUHGLWRU�DQG�VKDUHKROGHU�SURWHFWLRQ� DV�LQVWLWXWLRQDO�

GLPHQVLRQV�VKDSLQJ�327�EHKDYLRU��

&UHGLWRU�SURWHFWLRQ�LV�PHDVXUHG�XVLQJ�WKH�'MDQNRY�HW�DO���������FUHGLWRU�ULJKWV� LQGH[��ZKLFK�

UDQJHV� IURP� ]HUR� �ZHDN� SURWHFWLRQ�� WR� IRXU� �VWURQJ� SURWHFWLRQ�� EDVHG� RQ� UXOHV� JRYHUQLQJ�

UHRUJDQL]DWLRQ��DVVHW�GLVSRVLWLRQ��DQG�FUHGLWRU�SULRULW\��6KDUHKROGHU�SURWHFWLRQ�LV�FDSWXUHG�E\�

WKH� 'MDQNRY� HW� DO�� ������� DQWL�VHOI�GHDOLQJ� LQGH[�� ZKLFK� DJJUHJDWHV� VHYHUDO� GLPHQVLRQV� RI�

PLQRULW\�LQYHVWRU�ULJKWV�LQFOXGLQJ�YRWLQJ�PHFKDQLVPV��SUHHPSWLYH�ULJKWV��DQG�UHPHGLHV�DJDLQVW�

H[SURSULDWLRQ��7KH�UHJUHVVLRQ�LV�FRQWUROOHG�IRU�ILUP�DQG�WLPH�IL[HG�HIIHFWV��

Δ𝐷௜௖௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௖௧ + ܾ஼ோ(𝐷ܨܧ௜௖௧ ∗ (௜௖௧ܴܥ + ܾௌோ(𝐷ܨܧ௜௖௧ ∗ ܴܵ௜௖௧) + ௜ߛ + ௧ߣ + ݁௜௖௧ (12)�
8QGHU�WKH�327��VWURQJHU�VKDUHKROGHU�SURWHFWLRQ�VKRXOG�EH�DVVRFLDWHG�ZLWK�ORZHU�OHYHUDJH��DV�

reduced equity issuance costs weaken firms’ reliance on debt when financing deficits arise. By 

FRQWUDVW�� VWURQJHU�FUHGLWRU�SURWHFWLRQ�VKRXOG�EH�DVVRFLDWHG�ZLWK�KLJKHU� OHYHUDJH��DV� LW� ORZHUV�

ERUURZLQJ� FRVWV� E\� UHGXFLQJ� HQIRUFHPHQW� ULVN� DQG� LQFUHDVLQJ� H[SHFWHG� UHFRYHU\� LQ�GHIDXOW��

&RQVHTXHQWO\��327�EHKDYLRU�LV�H[SHFWHG�WR�EH�VWURQJHU�LQ�FRXQWULHV�ZLWK�VWURQJ�FUHGLWRU�ULJKWV�

DQG�ZHDNHU�LQ�FRXQWULHV�ZLWK�VWURQJ�VKDUHKROGHU�ULJKWV�

�

�

�

�

�

�

�

�



����

��� 'DWD�
�

����8�6��FRPSDQLHV�
�

������%DVHOLQH�327�WHVWV�
�

7KH�FRQVWUXFWLRQ�RI�WKH�GDWDVHW�IROORZV�WKH�JHQHUDO�DSSURDFK�RI�)UDQN�DQG�*R\DO���������)LUP�

OHYHO�DFFRXQWLQJ�GDWD� LV�REWDLQHG�IURP�&RPSXVWDW��ZKLFK�SURYLGHV� WKH�EURDGHVW�FRYHUDJH�RI�

8�6��OLVWHG�FRPSDQLHV�RYHU�WKH�VDPSOH�SHULRG������–�������$OWKRXJK�HDUOLHU�\HDUV�DUH�DYDLODEOH��

WKH� VDPSOH� EHJLQV� LQ� ����� EHFDXVH� 8�6�� ILUPV� RQO\� EHJDQ� UHSRUWLQJ� FDVK� IORZ� VWDWHPHQWV�

FRQVLVWHQWO\�IURP�WKDW�\HDU�RQZDUG��

$OO�PRQHWDU\�YDULDEOHV�DUH�FRQYHUWHG�LQWR�FRQVWDQW������GROODUV�WR�HQVXUH�FRPSDUDELOLW\�RYHU�

WLPH��&RQVLVWHQW�ZLWK�VWDQGDUG�SUDFWLFH��ILUPV�LQ� WKH�ILQDQFLDO�VHFWRU��6,&������–�������DQG�

UHJXODWHG�XWLOLWLHV��6,&������–�������DUH�H[FOXGHG�EHFDXVH�WKHLU�FDSLWDO�VWUXFWXUHV�DUH�KHDYLO\�

LQIOXHQFHG�E\�UHJXODWLRQ��0DMRU�PHUJHU�FDVHV��DQG�ILUPV�UHSRUWLQJ�IRUPDW�FRGHV������RU���DUH�

DOVR�H[FOXGHG��

&DVK�IORZ�IRUPDWV�����������DQG����ZHUH�KDUPRQL]HG�DQG�PLVVLQJ�YDOXHV�IRU�VSHFLILF�FDVK�IORZ�

LWHPV�ZHUH�VHW�WR�]HUR�ZKHQ�WKLV�ZDV�FRQVLVWHQW�ZLWK�DFFRXQWLQJ�LGHQWLWLHV�� )UDQN�DQG�*R\DO�

�������VKRZ�WKDW�WKLV�SURFHGXUH�SUHVHUYHV�WKH�LQWHUQDO�FRQVLVWHQF\�RI�ILQDQFLDO�VWDWHPHQWV��$IWHU�

YDULDEOH�FRQVWUXFWLRQ��DOO�FDVK�IORZ�FRPSRQHQWV�DUH�WULPPHG�WR�WKH������OHYHO�LQ�ERWK�WDLOV�WR�

UHGXFH�WKH�LQIOXHQFH�RI�RXWOLHUV�DQG�GDWD�HUURUV��

$SSHQGL[��� UHSRUWV�DYHUDJH� ILQDQFLQJ�GHILFLWV�DQG�QHW�H[WHUQDO� ILQDQFLQJ�IRU�VHOHFWHG�\HDUV��

VFDOHG�E\�QHW�DVVHWV��6HYHUDO�SDWWHUQV�HPHUJH��7KH�QXPEHU�RI�REVHUYDWLRQV�LQFUHDVHV�XQWLO�WKH�

ODWH�����V��DFFRPSDQLHG�E\�D�ULVLQJ�UHOLDQFH�RQ�GHEW�ILQDQFLQJ��)ROORZLQJ�)UDQN�DQG�*R\DO�

��������,�H[DPLQH�ZKHWKHU�WKLV�WUHQG�LV�GULYHQ�E\�KHLJKWHQHG�,32�DFWLYLW\��5HPRYLQJ�,32�\HDUV�

DOWHUV�WKH�OHYHOV�RQO\�PDUJLQDOO\��OHDYLQJ�WKH�RYHUDOO�SDWWHUQ�XQFKDQJHG��$IWHU�WKH�SHDN�LQ�OLVWHG�

ILUPV�DURXQG������GXULQJ�WKH�GRWFRP�SHULRG��VDPSOH�VL]H�GHFOLQHV�VWHDGLO\�WKURXJK�������ZKLOH�

GHEW�EHFRPHV�D�OHVV�LPSRUWDQW�VRXUFH�RI�H[WHUQDO�ILQDQFH��%\�������QHW�GHEW�LVVXDQFH�DFFRXQWV�

IRU�RQO\�DERXW������RI�H[WHUQDO�ILQDQFLQJ��'HVSLWH�D�GHFOLQH�LQ�VPDOO�ILUPV�GXH�WR�IHZHU�,32V��

GHEW�XVDJH�FRQWLQXHV�WR�IDOO��LQGLFDWLQJ�WKDW�WKH�VKLIW�WRZDUG�HTXLW\�ILQDQFLQJ�LV�QRW�GULYHQ�E\�

,32�G\QDPLFV��

�
��0DMRU�PHUJHU�REVHUYDWLRQV�ZHUH�LGHQWLILHG�E\�VHOHFWLQJ�DOO�ILUPV�IRU�ZKLFK�WKH�&RPSXVWDW�IRRWQRWH�ILHOG�VDOHBIQ�
reported the code “AB”.�
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$QRWKHU�QRWDEOH�WUHQG�LV�WKH�GHFOLQH�LQ�LQWHUQDO�FDVK�IORZ��)URP������RQZDUG��DYHUDJH�LQWHUQDO�

FDVK� IORZV� WXUQ�QHJDWLYH��$OWKRXJK� LQYHVWPHQW� VSHQGLQJ� DQG� WKH� FKDQJH� LQ�ZRUNLQJ� FDSLWDO�

GHFUHDVH��WKH�QHHG�IRU�H[WHUQDO�ILQDQFLQJ�ULVHV��

,QWHUQDO�FDVK�IORZ��ZKLFK�ZDV�WKH�GRPLQDQW�IXQGLQJ�VRXUFH�HDUO\�LQ�WKH�VDPSOH��ORVHV�LWV�OHDGLQJ�

UROH�DIWHU�WKH�ODWH�����V�DV�ILUPV�UHO\�PRUH�KHDYLO\�RQ�H[WHUQDO�ILQDQFLQJ��

6SOLWWLQJ� WKH� IXOO� VDPSOH� DW� WKH�PHGLDQ�RI� WRWDO� DVVHWV� UHYHDOV� FOHDU� VL]H�UHODWHG�GLIIHUHQFHV��

/DUJHU�ILUPV�SD\�KLJKHU�GLYLGHQGV��LQYHVW�PRUH��DQG�JHQHUDWH�SRVLWLYH�LQWHUQDO�FDVK�IORZV�RQ�

DYHUDJH��ZKHUHDV� VPDOOHU� ILUPV� H[KLELW� QHJDWLYH� LQWHUQDO� FDVK� IORZV��0RUHRYHU�� ODUJH� ILUPV�

ILQDQFH�RYHU�����RI� WKHLU�H[WHUQDO�IXQGLQJ�QHHGV� WKURXJK�GHEW��ZKHUHDV�VPDOO�ILUPV�UHO\�RQ�

GHEW�IRU�RQO\�DERXW�����$W�ILUVW�JODQFH��WKLV�ORZ�UHOLDQFH�RQ�GHEW�DPRQJ�VPDOO�ILUPV�DSSHDUV�

LQFRQVLVWHQW�ZLWK�WKH�327��

�

�
)LJXUH���
$YHUDJH�ILQDQFLQJ�GHILFLW�WR�QHW�DVVHWV��QHW�GHEW�LVVXHG�WR�QHW�DVVHWV�DQG�QHW�HTXLW\�LVVXHG�WR�QHW�DVVHWV�IRU�8�6��
FRPSDQLHV�������–������
�

:KLOH�$SSHQGL[���KLJKOLJKWV�VHOHFWHG�\HDUV��)LJXUH���SURYLGHV�D�FRQWLQXRXV�YLHZ�RI�KRZ�ILUPV�

ILQDQFH�WKHLU�GHILFLWV�RYHU�WLPH��7KH�ILJXUH�VKRZV�WKDW�HTXLW\�LVVXHV�WUDFN�ILQDQFLQJ�GHILFLWV�IDU�

PRUH� FORVHO\� WKDQ� GHEW� LVVXHV�� 7KH� HPSLULFDO� FRUUHODWLRQ� EHWZHHQ� WKH� ILQDQFLQJ� GHILFLW� DQG�

HTXLW\� LVVXDQFH� LV������FRPSDUHG�ZLWK�RQO\����� IRU� GHEW��([FHSW� IRU� WKH� HDUOLHVW�\HDUV� LQ� WKH�

VDPSOH��HTXLW\�LV�FRQVLVWHQWO\�WKH�GRPLQDQW�IRUP�RI�H[WHUQDO�ILQDQFLQJ��7KLV�SDWWHUQ�FRQWUDVWV�
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VKDUSO\�ZLWK�WKH�SUHGLFWLRQ�RI�WKH�327��ZKLFK�VXJJHVWV�WKDW�ILUPV�VKRXOG�UHO\�SULPDULO\�RQ�GHEW�

ZKHQ�H[WHUQDO�IXQGV�DUH�UHTXLUHG��

�

������'HEW�FDSDFLW\�DQDO\VLV�
�

7KH�GHEW�FDSDFLW\�DQDO\VLV�XVHV�WKH�VDPH�&RPSXVWDW�DFFRXQWLQJ�SDQHO�DV�WKH�EDVHOLQH�327�WHVWV��

)LUP�OHYHO�YDULDEOHV� LQ�WKH�ORJLW�PRGHO�DUH�FRQVWUXFWHG�XVLQJ�LGHQWLFDO�SURFHGXUHV��LQFOXGLQJ�

LQGXVWU\�H[FOXVLRQV��GHIODWLRQ�WR�FRQVWDQW������GROODUV�DQG�WULPPLQJ�RI�H[WUHPH�REVHUYDWLRQV��

7KH�PDLQ�DGGLWLRQ� LV� WKH�6	3�ORQJ�WHUP�LVVXHU�FUHGLW� UDWLQJ��ZKLFK� VHUYHV�DV� WKH�GHSHQGHQW�

YDULDEOH�LQ�WKH�ORJLW�PRGHO��7KHVH�UDWLQJV�DUH�DYDLODEOH�LQ�&RPSXVWDW�1RUWK�$PHULFD�IURP������

WR�������GHILQLQJ�WKH�HVWLPDWLRQ�ZLQGRZ�IRU�WKH�GHEW�FDSDFLW\�PHDVXUH��7R�LQFRUSRUDWH�VWRFN�

UHWXUQ�YRODWLOLW\��WKH�&RPSXVWDW�SDQHO�LV�PDWFKHG�WR�&563�XVLQJ�WKH�&563–&RPSXVWDW�0HUJHG�

ILOH�IURP�:5'6��UHWDLQLQJ�OLQN�W\SHV�/&�DQG�/8��5HTXLULQJ�ILUPV�WR�EH�OLVWHG�ZLWK�D�YDOLG�OLQN�

UHGXFHV�WKH�QXPEHU�RI�XVDEOH�ILUP�REVHUYDWLRQV�IURP�URXJKO\���������LQ�WKH�IXOO�8�6��VDPSOH�

WR�DERXW���������7KH�ILQDO�GDWDVHW�LQFOXGHV�DOO�REVHUYDWLRQV�ZLWK�ERWK�DFFRXQWLQJ�DQG�UHWXUQ�

GDWD�QHFHVVDU\�WR�HVWLPDWH�GHEW�FDSDFLW\��

�

����,QWHUQDWLRQDO�FRPSDQLHV�
�

7KH�LQWHUQDWLRQDO�GDWD�FROOHFWLRQ�SURFHVV�IROORZV�WKH�VDPH�ORJLF�DV�IRU�WKH�8�6��VDPSOH��ZLWK�D�

IHZ�LPSRUWDQW�GLIIHUHQFHV��)RU�JOREDO�ILUP�OHYHO�DFFRXQWLQJ�GDWD��WKH�WZR�PDMRU�SURYLGHUV�DUH�

&RPSXVWDW�*OREDO� DQG�:RUOGVFRSH�� ,� FKRRVH�:RUOGVFRSH�� DV� LW� RIIHUV� VXEVWDQWLDOO\�EURDGHU�

FRXQWU\�FRYHUDJH�DQG�ORQJHU�WLPH�VHULHV��ZLWK�GDWD�JRLQJ�EDFN�WR������IRU�PRVW�PDUNHWV��$IWHU�

PHUJLQJ�WKH�UDZ�ILOHV��,�DSSOLHG�WKH�VDPH�FOHDQLQJ�SURFHGXUHV�DV�GHVFULEHG�IRU�WKH�8�6��VDPSOH��

,Q�DGGLWLRQ��,�H[FOXGHG�DOO�ILUPV�IRU�ZKLFK�WKH�DEVROXWH�GLIIHUHQFH�EHWZHHQ�WKH�ILQDQFLQJ�GHILFLW�

DQG� QHW� H[WHUQDO� ILQDQFLQJ� H[FHHGHG� ��������� VLQFH� VXFK� GHYLDWLRQV� DOPRVW� FHUWDLQO\� UHIOHFW�

UHSRUWLQJ� LQFRQVLVWHQFLHV� UDWKHU� WKDQ� JHQXLQH� ILQDQFLQJ� EHKDYLRU�� 7R� HQVXUH� FRPSDUDELOLW\�

DFURVV�FRXQWULHV��,�IXUWKHU�UHVWULFWHG�WKH�VDPSOH�WR�LQFOXGH�RQO\�WKRVH�ZLWK�DW�OHDVW����\HDUV�RI�

FRQWLQXRXV�FRYHUDJH�DQG�D�PLQLPXP�RI����ILUP�\HDU�REVHUYDWLRQV�SHU�\HDU��,I�WKHUH�ZHUH�EUHDNV�

LQ�WKH�GDWD��DOO�REVHUYDWLRQV�EHIRUH�WKH�ODVW�JDS�ZHUH�GURSSHG��$IWHU�DSSO\LQJ�WKHVH�ILOWHUV��WKH�

ILQDO�GDWDVHW�FRQWDLQV����FRXQWULHV�DQG�RYHU���������REVHUYDWLRQV��

&RQVLGHUDEOH� KHWHURJHQHLW\� HPHUJHV� DFURVV� FRXQWULHV�� ZKLOH� VRPH� HFRQRPLHV�� VXFK� DV� WKH�

5XVVLDQ�)HGHUDWLRQ� DQG�6UL�/DQND�� GLVSOD\� D� FRPSDUDWLYHO\�KLJK� UHOLDQFH�RQ�GHEW� ILQDQFLQJ�



����

UHODWLYH�WR�ILQDQFLQJ�GHILFLW��RWKHUV��PRVW�QRWDEO\�WKH�8�6��DQG�WKH�8�.���UHO\�IDU�PRUH�KHDYLO\�

RQ�HTXLW\�LVVXDQFH��

$SSHQGL[���SORWV�WKH�DYHUDJH�ILQDQFLQJ�EHKDYLRU�RYHU�WLPH�DFURVV�DOO�FRXQWULHV��7KH�WLPH�VHULHV�

SDWWHUQ� FORVHO\� UHVHPEOHV� WKDW� RI�8�6�� ILUPV��)LQDQFLQJ�GHILFLWV�ZHUH�PRGHVW� XQWLO� WKH� HDUO\�

����V��7KH\�LQFUHDVHG�GXULQJ�WKH�GRWFRP�ERRP�DQG�VWDELOL]HG�EHWZHHQ������DQG������WKHUHDIWHU��

H[FHSW�IRU�D�WHPSRUDU\�LQFUHDVH�GXULQJ�WKH������ILQDQFLDO�FULVLV��$JDLQ��ZKHQ�ORRNLQJ�DW�)LJXUH�

���HTXLW\�LVVXDQFH�GRPLQDWHV�GHEW�LVVXDQFH��ZKLFK�DW�IDFH�YDOXH�DSSHDUV�LQFRQVLVWHQW�ZLWK�VWULFW�

327�EHKDYLRU��7KLV�LV�FRQILUPHG�E\�WKH�FRUUHODWLRQV��7KH�ILQDQFLQJ�GHILFLW�FRUUHODWHV�VWURQJO\�

ZLWK�HTXLW\�LVVXDQFH�������DQG�OHVV�VWURQJO\�ZLWK�QHW�GHEW�LVVXDQFH��������

�

�
)LJXUH���
$YHUDJH�ILQDQFLQJ�GHILFLW�WR�QHW�DVVHWV��QHW�GHEW�LVVXHG�WR�QHW�DVVHWV�DQG�QHW�HTXLW\�LVVXHG�WR�QHW�DVVHWV�IRU�
LQWHUQDWLRQDO�FRPSDQLHV��9DOXHV�DUH�DYHUDJHG�FURVV�FRXQWULHV�E\�\HDU�������–�����
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��� 5HVXOWV�DQG�DQDO\VLV�
�

����5HJUHVVLRQ�RQ�WKH�DJJUHJDWHG�PRGHO�
�

7R�H[DPLQH�WKH�UHOHYDQFH�RI�WKH�327�DQG�WR�HVWLPDWH�WKH�DJJUHJDWHG�PRGHO��,�GLYLGH�WKH�IXOO�

���\HDU� VDPSOH� LQWR� WZR� HTXDO� SHULRGV�� 7KH� ILUVW� SHULRG�� �����–� ������ FORVHO\�PDWFKHV� WKH�

VDPSOH�XVHG�E\�6K\DP�6XQGHU�DQG�0\HUV��������DQG�VXEVHTXHQWO\�UHSOLFDWHG�E\�)UDQN�DQG�

*R\DO� �������� ZKLFK� HQVXUHV� FRPSDUDELOLW\� ZLWK� WKH� HVWDEOLVKHG� OLWHUDWXUH�� 5HVXOWV� IRU� WKLV�

SHULRG�DUH�UHSRUWHG�LQ�7DEOH����7KH�VHFRQG�SHULRG�������–�������LV�SUHVHQWHG�LQ�7DEOH����7KLV�

ODWHU� SHULRG� LV� SDUWLFXODUO\� LQWHUHVWLQJ�EHFDXVH�)UDQN� DQG�*R\DO� ������� IRXQG� WKDW� WKH� 327�

SHUIRUPHG�VXEVWDQWLDOO\�ZRUVH� LQ� WKHLU� VHFRQG�VDPSOH�FRYHULQJ������–�������([WHQGLQJ� WKH�

DQDO\VLV� EH\RQG� WKH� ODWH� ����V� DOORZV� WR� DVVHVV�ZKHWKHU� WKLV� GHFOLQH� SHUVLVWHG� RU� UHYHUVHG��

7DNHQ�WRJHWKHU��WKHVH�WZR�ORQJ�VXESHULRGV�FRYHU�PRUH�WKDQ�KDOI�D�FHQWXU\�DQG�KHOS�HYDOXDWH�WKH�

327�XQGHU�PDUNHGO\�GLIIHUHQW�PDUNHW�FRQGLWLRQV��

)ROORZLQJ� 6K\DP�6XQGHU� DQG�0\HUV� ������� DQG� )UDQN� DQG� *R\DO� �������� ,� UHSRUW� UHVXOWV�

VHSDUDWHO\�IRU�QHW�GHEW�LVVXHG��JURVV�GHEW�LVVXHG�DQG�WKH�FKDQJH�LQ�WKH�GHEW�UDWLR��,Q�ERWK�VDPSOH�

SHULRGV��WKH�ILQDQFLQJ�GHILFLW�H[SODLQV�QHW�GHEW�LVVXDQFH�IDU�EHWWHU�WKDQ�WKH�DOWHUQDWLYH�PHDVXUHV��

1HW�GHEW�LVVXHG�FRQVLVWHQWO\�\LHOGV�WKH�KLJKHVW�ܴ2��ZKLFK�DOLJQV�ZLWK�HDUOLHU�HYLGHQFH��

/LNH�SULRU�VWXGLHV��,�ILUVW�DSSOLHG�WKH�VWULFW�GDWD�FRQVLVWHQF\�UHTXLUHPHQW�XVHG�E\�6K\DP�6XQGHU�

DQG�0\HUV���������ZKLFK�UHTXLUHV�ILUPV�WR�UHSRUW�DOO�IORZ�RI�IXQGV�LWHPV�ZLWKRXW�JDSV��$V�)UDQN�

DQG�*R\DO��������DOVR�QRWHG��HQIRUFLQJ�WKLV�FRQGLWLRQ�GUDVWLFDOO\�UHGXFHV�WKH�XVDEOH�VDPSOH��,Q�

P\�FDVH��WKH�IXOO�QR�JDS�UXOH�UHVXOWHG�LQ�RQO\����ILUPV�IRU�WKH�ILUVW�SHULRG��%HFDXVH�VXFK�D�VPDOO�

VDPSOH�ZRXOG�QRW�DOORZ�PHDQLQJIXO�LQIHUHQFH��,�UHOD[HG�WKH�UHVWULFWLRQ�DQG�LQFOXGHG�DOO�ILUPV�

WKDW�FRQVLVWHQWO\�UHSRUW�WKH�YDULDEOHV�UHTXLUHG�WR�FRPSXWH�QHW�GHEW�LVVXHG��JURVV�GHEW�LVVXHG�DQG�

WKH�FKDQJH�LQ�WKH�GHEW�UDWLR��7KLV�DGMXVWPHQW�\LHOGV�D�SDQHO�RI�����ILUPV�ZLWK�XQLQWHUUXSWHG�GDWD�

RYHU����\HDUV�LQ�WKH�ILUVW�SHULRG��&ROXPQ�����LQ�7DEOH���VKRZV�VWURQJ�VXSSRUW�IRU�WKH�327��ZLWK�

DQ�ܴ2�RI������DQG�D�VORSH�FRHIILFLHQW�RI�������7KH�UHVXOWV�IRU�WKH�KROGRXW�SHULRG�DUH�UHSRUWHG�

XVLQJ�WKH�UHVWULFWHG�VDPSOH��PHDQLQJ�ILUPV�WKDW�DOUHDG\�DSSHDU�LQ�WKH�HVWLPDWLRQ�VDPSOH��

,Q� FRQWUDVW�� WKH� IXOO� KROGRXW� VDPSOH� LQFOXGHV� DOO� ILUPV� WKDW� DSSHDU� EHWZHHQ������ DQG�������

UHJDUGOHVV�RI�ZKHWKHU�WKH\�ZHUH�SDUW�RI�WKH�HVWLPDWLRQ�SHULRG��)RU�WKH�UHVWULFWHG�KROGRXW�SHULRG��

WKH�ܴ2�GHFOLQHV�RQO\�VOLJKWO\�WR�������LQGLFDWLQJ�WKDW�WKH�PRGHO�UHWDLQV�PRVW�RI�LWV�H[SODQDWRU\�
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SRZHU��,Q�FRQWUDVW��WKH�ܴ2�IRU�WKH�IXOO�KROGRXW�VDPSOH�GHFOLQHV�PDUNHGO\�WR�������LQGLFDWLQJ�WKDW�

the model’s explanatory power does not extend to firms outside the estimation sample.�

:KHQ� WKH� UHVWULFWLRQ� LV� UHPRYHG�DQG�JDSV� LQ� UHSRUWHG�GDWD�DUH�SHUPLWWHG�� WKH� UHVXOWV�FKDQJH�

VXEVWDQWLDOO\��&ROXPQ�����VKRZV�WKDW�WKH�ܴ2�GHFOLQHV�WR������DQG�WKH�FRHIILFLHQW�IDOOV�WR�������

$OWKRXJK�P\�FULWHULRQ�IRU�FRQWLQXRXV�UHSRUWLQJ�GLIIHUV�VOLJKWO\�IURP�WKH�RQH�XVHG�E\�)UDQN�DQG�

*R\DO���������WKH�FKDUDFWHULVWLFV�RI�WKH�ILUPV�WKDW�UHPDLQ�LQ�WKH�VDPSOH�DUH�VLPLODU��7KHVH�ILUPV�

WHQG�WR�EH�ODUJHU�LQ�WHUPV�RI�ERRN�DVVHWV�DQG�UHO\�PRUH�KHDYLO\�RQ�GHEW�WKDQ�WKH�DYHUDJH�ILUP�LQ�

WKH�GDWDVHW��7KLV�SDWWHUQ�VXJJHVWV�WKDW�ILUP�VL]H�SOD\V�DQ�LPSRUWDQW�UROH�LQ�GHWHUPLQLQJ�ZKLFK�

ILUPV�IROORZ�WKH�327�PRUH�FORVHO\��

7R� H[DPLQH�ZKHWKHU� WKHVH� ILQGLQJV� GHSHQG� RQ� D� VSHFLILF�PDUNHW� HQYLURQPHQW�� ,� UHSHDW� WKH�

UHJUHVVLRQV� IRU� WKH�VHFRQG�SHULRG�IURP������ WR�������7KH�UHVXOWV� LQ�&ROXPQ�����RI� 7DEOH���

LPPHGLDWHO\�VKRZ�D�VXEVWDQWLDO�GHWHULRUDWLRQ� UHODWLYH� WR� WKH� HDUOLHU�VDPSOH��(YHQ�ZLWKLQ� WKH�

UHVWULFWHG�SDQHO��WKH�FRHIILFLHQW�GHFOLQHV�WR������DQG�WKH�ܴ2�WR�������ERWK�PDUNHGO\�EHORZ�WKH�

YDOXHV�REVHUYHG�IRU������–�������&ROXPQ�����VKRZV�DQ�DGGLWLRQDO�GHFOLQH�LQ�H[SODQDWRU\�SRZHU�

once the full, unrestricted sample is used. Taken together, the evidence indicates that firms’ 

ILQDQFLQJ�EHKDYLRU�LV�VWURQJO\�SHULRG�GHSHQGHQW�DQG�WKDW�DGKHUHQFH�WR�WKH�327�LV�FRQVLGHUDEO\�

ORZHU�LQ�WKH�PRUH�UHFHQW�GHFDGHV��

�
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7DEOH���SURYLGHV�DGGLWLRQDO�HYLGHQFH�RI�D�SURQRXQFHG�ZHDNHQLQJ�RI�WKH�327�RYHU�WLPH��%HLQJ�

WUDGHG�DIWHU������UHGXFHV�WKH�VHQVLWLYLW\�RI�QHW�GHEW�LVVXDQFH�WR�ILQDQFLQJ�GHILFLWV�E\� ��������

ZKLFK�FXWV�WKH�RYHUDOO�HIIHFW�WR�OHVV�WKDQ�KDOI�RI�ZKDW�LW�ZDV�LQ������–�������)LUPV�WKHUHIRUH�

IROORZ�WKH�327�PXFK�OHVV�FORVHO\�DIWHU�������

�
7DEOH���
7HVWLQJ�WKH�HIIHFW�RI�GLIIHUHQW�WLPH�SHULRGV�RQ�WKH�ILQDQFLQJ�GHILFLW�������–������
7KH�IROORZLQJ�UHJUHVVLRQ�LV�HVWLPDWHG߂�𝐷௜௧ = ܽ + ܾ௉ை𝐷ܨܧ௜௧ + ܿ௉஽ܴܲܧ𝐼ܱ𝐷௧ + ݀௉ை,௉஽(𝐷ܨܧ௜௧ ∗ (𝐼ܱ𝐷௧ܴܧܲ +
௜ߛ + ݁௜௧��7KH�UHJUHVVLRQ�LQFOXGHV�ILUP�IL[HG�HIIHFWV��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��6WDQGDUG�HUURUV�DUH�
UHSRUWHG�LQ�SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�
&RPSXVWDW�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�

�� �����–������
� �

� 1HW�GHEW�LVVXHG�
� �

&RQVWDQW� ������


�
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)LQDQFLQJ�GHILFLW� �����


�
� ��������

3HULRG�GXPP\��� �����–�������� �����–������� �����


�
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3HULRG�GXPP\�
�)LQDQFLQJ�GHILFLW� ������
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)LUP�)L[HG�(IIHFWV� <HV�
1� ��������
$GMXVWHG�5ð�� ������
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)ROORZLQJ� )UDQN� DQG�*R\DO� �������� ,� LQYHVWLJDWH�ZKHWKHU� ILUP� VL]H� LQIOXHQFHV� WKH� H[WHQW� WR�

ZKLFK�ILUPV�IROORZ�WKH�327��)LUP�VL]H�LV�ZLGHO\�OLQNHG�WR�LQIRUPDWLRQ�DV\PPHWULHV��6PDOOHU�

ILUPV� W\SLFDOO\� IDFH� KLJKHU� LQIRUPDWLRQDO� IULFWLRQV� EHFDXVH� WKH\� GLVFORVH� OHVV� LQIRUPDWLRQ��

UHFHLYH�OHVV�DQDO\VW�DQG�PHGLD�FRYHUDJH�DQG�DUH�OHVV�OLNHO\� WR�KDYH�FUHGLW�UDWLQJV��,Q�WKHRU\��

WKHVH� ILUPV� VKRXOG� UHO\�PRUH�KHDYLO\�RQ� WKH� ILQDQFLQJ�KLHUDUFK\� DQG� WKHUHIRUH� DGKHUH�PRUH�

FORVHO\�WR�WKH�327��7R�H[DPLQH�WKLV�UHODWLRQVKLS��,� ILUVW�IROORZ�)UDQN�DQG�*R\DO��������DQG�

VSOLW�WKH�VDPSOH�WR�FRPSDUH�SHULRGV��$V�D�VHFRQG�DSSURDFK�DQG�PRWLYDWHG�E\�WKH�VXEVWDQWLDO�

WLPH�YDULDWLRQ��,�HVWLPDWH�D�ILUP��DQG�WLPH�IL[HG�HIIHFWV�PRGHO�WR�DQDO\]H�WKH�IXOO�VDPSOH��

)RU� WKH� ILUVW� DSSURDFK�� ERWK� VDPSOH�SHULRGV� IURP������ WR������ DQG� IURP������ WR������ DUH�

GLYLGHG�LQWR�TXDUWLOHV�EDVHG�RQ�WRWDO�DVVHWV��ZLWK�WKH�VPDOOHVW�ILUPV�SODFHG�LQ�WKH�ILUVW�TXDUWLOH�

DQG�WKH�ODUJHVW�ILUPV�LQ�WKH�IRXUWK��)RU�WKH�ILUVW�VDPSOH�SHULRG��,�DOVR�FRQVLGHU�WZR�DGGLWLRQDO�

JURXSV�WKDW�DUH�JHQHUDOO\�YLHZHG�DV�IDFLQJ�ORZHU�LQIRUPDWLRQ�DV\PPHWU\��7KHVH�LQFOXGH�ILUPV�
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WKDW�SD\�VWULFWO\�SRVLWLYH�GLYLGHQGV�DQG�ILUPV�ZLWK�PRGHUDWH�OHYHUDJH��ZKHUH�PRGHUDWH�OHYHUDJH�

LV�DSSUR[LPDWHG�E\�07%�UDWLRV�WKDW�OLH�EHWZHHQ�WKH�ERWWRP�DQG�WRS�WZR�GHFLOHV��)LUPV�LQ�WKHVH�

JURXSV�WHQG�WR�EH�PRUH�WUDQVSDUHQW�DQG�OHVV�DIIHFWHG�E\�LQIRUPDWLRQDO�SUREOHPV��

7KH�UHVXOWV�DUH�SUHVHQWHG�LQ�7DEOH����$�FRPSDULVRQ�RI�FROXPQV�����DQG�����ZLWK�FROXPQV�����

WKURXJK������VKRZV�WKDW�ILUP�VL]H�LV�D�PXFK�VWURQJHU�GLIIHUHQWLDWLQJ�IDFWRU�WKDQ�WKH�DGGLWLRQDO�

LQIRUPDWLRQ�DV\PPHWU\�LQGLFDWRUV��'LYLGHQG�SD\PHQWV�DQG�PRGHUDWH�OHYHUDJH�GR�QRW�H[SODLQ�

327� DGKHUHQFH� DV� FOHDUO\� DV� ILUP� VL]H� GRHV�� $FURVV� DOO� VSHFLILFDWLRQV�� D� FRQVLVWHQW� SDWWHUQ�

HPHUJHV�� /DUJHU� ILUPV� GLVSOD\� ILQDQFLQJ� EHKDYLRU� WKDW� DOLJQV� PRUH� FORVHO\� ZLWK� WKH� 327��

$OWKRXJK�WKH�UHOHYDQFH�RI�WKH�327�GHFUHDVHV�LQ�WKH�PRUH�UHFHQW�SHULRG��WKH�LQIOXHQFH�RI�ILUP�

VL]H�UHPDLQV�FOHDUO\�YLVLEOH��

7KH�UHVXOWV�RI�WKH�VHFRQG�DSSURDFK��ZKLFK�FRYHUV�WKH�IXOO�VDPSOH�SHULRG�IURP������WR�������DUH�

SUHVHQWHG� LQ�7DEOH����:KHQ�FRQWUROOLQJ� IRU� ILUP�DQG� WLPH�IL[HG�HIIHFWV�RYHU� WKH� IXOO� VDPSOH�

SHULRG��D�VLPLODU�SLFWXUH�HPHUJHV��&ROXPQ�����VKRZV�WKDW�WKH�FRHIILFLHQW�RQ�WKH�ILQDQFLQJ�GHILFLW�

LV�RQO\������DQG�WKH�H[SODQDWRU\�SRZHU�UHPDLQV�UHODWLYHO\�ORZ��VXJJHVWLQJ�WKDW�WKH�327�GRHV�

QRW�KROG�VWURQJO\�IRU�WKH�RYHUDOO�8�6��VDPSOH��7KH�UHVXOWV�IRU�WKH�VL]H�JURXSV�LQ�FROXPQV�����WR�

����DJDLQ�LQGLFDWH� WKDW�ILUP�VL]H�SOD\V�DQ�LPSRUWDQW� UROH��ZKLOH�YDULDEOHV�W\SLFDOO\�DVVRFLDWHG�

ZLWK�ORZHU�LQIRUPDWLRQ�DV\PPHWU\�DSSHDU�WR�EH�OHVV�UHOHYDQW��7KHVH�WZR�ILQGLQJV�XQGHUVFRUH�

WKH�LPSRUWDQFH�RI�ILUP�VL]H�LQ�GHWHUPLQLQJ�WKH�H[WHQW�WR�ZKLFK�D�FRPSDQ\�IROORZV�WKH�327��

DOWKRXJK� LW� UHPDLQV� XQFOHDU� ZKHWKHU� VL]H� LWVHOI� LV� WKH� GULYLQJ� IDFWRU� RU� PHUHO\� SUR[LHV� IRU�

XQGHUO\LQJ�PHFKDQLVPV��
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����5HJUHVVLRQ�RQ�WKH�GLVDJJUHJDWHG�PRGHO�
�

5HODWLYH� WR� WKH�DJJUHJDWHG�PRGHO�� WKH�GLVDJJUHJDWHG�VSHFLILFDWLRQ�GHFRPSRVHV� WKH� ILQDQFLQJ�

GHILFLW�LQWR�LWV�LQGLYLGXDO�FRPSRQHQWV��DOORZLQJ�GHEW�LVVXDQFH�WR�UHVSRQG�GLIIHUHQWO\�WR�HDFK��

7KLV� WHVWV�ZKHWKHU� WKH� DJJUHJDWH� GHILFLW� DGHTXDWHO\� FDSWXUHV� ILQDQFLQJ� EHKDYLRU� RU�ZKHWKHU�

LQGLYLGXDO�FRPSRQHQWV�GULYH�GHEW�LVVXDQFH��

7DEOH���SUHVHQWV�WKH�UHVXOWV�RI�WKH�GLVDJJUHJDWHG�PRGHO�IRU�WKH�ILUVW�VXE�SHULRG��FRYHULQJ�WKH�

\HDUV������WR�������$V�LQ�WKH�DJJUHJDWHG�VSHFLILFDWLRQ��WKH�DQDO\VLV�LQLWLDOO\�UHVWULFWV�WKH�VDPSOH�

WR�ILUPV�ZLWK�FRQWLQXRXV�GDWD�DYDLODELOLW\��7KH�UHVXOWV�IRU�WKLV�UHVWULFWHG�VDPSOH�DUH�UHSRUWHG�LQ�

FROXPQV�����WR������

&ROXPQ�����UHSRUWV�WKH�UHJUHVVLRQ�UHVXOWV�XVLQJ�QHW�GHEW�LVVXHG�DV�WKH�GHSHQGHQW�YDULDEOH��7KH�

HVWLPDWHV�SURYLGH�PRGHUDWH�VXSSRUW�IRU�ERWK�WKH�DJJUHJDWLRQ�VWHS�RI�WKH�ILQDQFLQJ�GHILFLW�DQG�

WKH�327��DV�WKH�FRHIILFLHQWV�RQ�WKH�ILQDQFLQJ�GHILFLW�FRPSRQHQWV�DUH�UHODWLYHO\�FORVH�WR�XQLW\�

DQG�WKH�LQWHUFHSW�LV�FORVH�WR�]HUR��ZKLOH�DOO�FRHIILFLHQWV�DUH�KLJKO\�VWDWLVWLFDOO\�VLJQLILFDQW��,Q�

FRQWUDVW��ZKHQ�JURVV�GHEW�LVVXHG�DQG�WKH�FKDQJH�LQ�WKH�GHEW�UDWLR�DUH�XVHG�DV�GHSHQGHQW�YDULDEOHV�

LQ�FROXPQV�����DQG������WKH�HYLGHQFH�ZHDNHQV�FRQVLGHUDEO\��$OWKRXJK�WKH�FRHIILFLHQWV�UHPDLQ�

VWDWLVWLFDOO\�VLJQLILFDQW��WKHLU�PDJQLWXGHV�GHFOLQH�VXEVWDQWLDOO\�DQG�WKH�H[SODQDWRU\�SRZHU�RI�WKH�

PRGHO�� DV� PHDVXUHG� E\� WKH� ܴ2� GHFUHDVHV�� 7KLV� LQGLFDWHV� OLWWOH� VXSSRUW� IRU� WKH� DJJUHJDWLRQ�

K\SRWKHVLV�LQ�WKHVH�VSHFLILFDWLRQV��&ROXPQV�����WR�����UHSRUW�WKH�UHVXOWV�ZKHQ�WKH�UHVWULFWLRQ�WR�

ILUPV� ZLWK� FRQWLQXRXV� GDWD� LV� UHOD[HG�� $FURVV� DOO� GHSHQGHQW� YDULDEOHV�� VXSSRUW� IRU� WKH�

DJJUHJDWLRQ� VWHS� DQG� IRU� ILUPV� IROORZLQJ� WKH� 327� GHFOLQHV� PDUNHGO\�� HYHQ� WKRXJK� DOO�

FRHIILFLHQWV�UHPDLQ�KLJKO\�VWDWLVWLFDOO\�VLJQLILFDQW��1HYHUWKHOHVV��QHW�GHEW�LVVXHG�FRQWLQXHV�WR�

GHOLYHU�WKH�KLJKHVW�FRHIILFLHQWV�DQG�ܴ2�UHODWLYH�WR�JURVV�GHEW� LVVXHG�DQG�FKDQJHV� LQ�WKH�GHEW�

UDWLR��VXJJHVWLQJ�WKDW�LW�UHPDLQV�WKH�GHSHQGHQW�YDULDEOH�PRVW�DOLJQHG�ZLWK�327�SUHGLFWLRQV��

7DEOH���H[WHQGV�WKH�DQDO\VLV�WR�WKH�IXOO�VDPSOH�SHULRG�IURP������WR������DQG�LQFRUSRUDWHV�ILUP�

DQG�\HDU�IL[HG�HIIHFWV��DV�ZHOO�DV�FRQWUROV�IRU�ILUP�VL]H��7KLV�EURDGHU�WLPH�IUDPH��FRPELQHG�ZLWK�

FRQWUROV� IRU� XQREVHUYHG� KHWHURJHQHLW\�� DOORZV� IRU� PRUH� UREXVW� WHVWLQJ�� 2YHUDOO�� WKH� UHVXOWV�

SURYLGH�QR�HYLGHQFH� LQ� IDYRU�RI� WKH�DJJUHJDWLRQ�VWHS�RU� WKH�H[LVWHQFH�RI� WKH� 327�ZKHQ�QRW�

FRQWUROOLQJ�IRU�ILUP�VL]H��&RQVLVWHQW�ZLWK�WKH�HDUOLHU�ILQGLQJV��WKH�VSHFLILFDWLRQ�XVLQJ�QHW�GHEW�

LVVXHG�DV�WKH�GHSHQGHQW�YDULDEOH�LQ�FROXPQ�����H[KLELWV�WKH�VWURQJHVW�DOLJQPHQW�ZLWK�327�ZKHQ�

FRPSDUHG�WR�WKH�UHJUHVVLRQV�XVLQJ�JURVV�GHEW�LVVXHG�DQG�FKDQJHV�LQ�WKH�GHEW�UDWLR�LQ�FROXPQV�

����DQG������:KHQ�FRQWUROOLQJ�WKH�QHW�GHEW�LVVXHG�UHJUHVVLRQ�IRU�ILUP�VL]H��WKH�UHVXOWV�FKDQJH��

)RU�WKH�VPDOOHVW�TXDUWLOH�RI�ILUPV��VKRZQ�LQ�FROXPQ������WKHUH�LV�QR�HYLGHQFH�VXSSRUWLQJ�WKH�



����

DJJUHJDWLRQ�VWHS�DQG�WKH�327��%\�FRQWUDVW��WKH�VSHFLILFDWLRQ�IRU�ILUPV�LQ�WKH�ODUJHVW�VL]H�TXDUWLOH�

LQ�FROXPQ�����SURGXFHV�ODUJHU�FRHIILFLHQW�HVWLPDWHV�DQG�D�ORZHU�LQWHUFHSW�UHODWLYH�WR�WKH�IXOO�

VDPSOH�UHVXOWV�LQ�FROXPQ������ZKLFK�RIIHUV�VRPH�HYLGHQFH�LQ�IDYRU�RI�WKH�DJJUHJDWLRQ�VWHS�DQG�

WKH�327��

7XUQLQJ�WR�WKH�LQWHUSUHWDWLRQ�RI�WKH�FRHIILFLHQWV’�VLJQV��WKH�UHVXOWV�LQ�7DEOH���ODUJHO\�UHSOLFDWH�

WKH�SDWWHUQV�GRFXPHQWHG�E\�)UDQN�DQG�*R\DO��������DQG�DUH�EURDGO\�FRQVLVWHQW�ZLWK�WKH�327��

,QFUHDVHV�LQ�GLYLGHQGV��LQYHVWPHQW�DQG�FKDQJHV�LQ�ZRUNLQJ�FDSLWDO�DUH�DVVRFLDWHG�ZLWK�KLJKHU�

GHEW� LVVXDQFH��ZKLOH� KLJKHU� LQWHUQDO� FDVK� IORZ� UHGXFHV� WKH� QHHG� IRU� H[WHUQDO� ILQDQFLQJ��$Q�

H[FHSWLRQ�DULVHV�LQ�WKH�UHJUHVVLRQ�XVLQJ�JURVV�GHEW�LVVXHG�DV�WKH�GHSHQGHQW�YDULDEOH��ZKHUH�WKH�

FRHIILFLHQW�RQ�FDVK�GLYLGHQGV�LV�QHJDWLYH��)UDQN�DQG�*R\DO��������DWWULEXWH�WKLV�ILQGLQJ�WR�WKH�

IDFW�WKDW�GLYLGHQG�SD\LQJ�ILUPV�LVVXH�OHVV�ORQJ�WHUP�GHEW�EXW�DOVR�UHGHHP�OHVV�GHEW�WKDQ�QRQ�

GLYLGHQG�SD\LQJ�ILUPV��

:KHQ�FRQVLGHULQJ�WKH�UHVXOWV�LQ�7DEOH���WKH�VLJQV�RI�WKH�FRHIILFLHQWV�UHPDLQ�ODUJHO\�XQFKDQJHG��

7KH�PDLQ�H[FHSWLRQ�LV�WKH�GLYLGHQG�FRHIILFLHQW�LQ�WKH�JURVV�GHEW�LVVXDQFH�UHJUHVVLRQ�LQ�FROXPQ�

����� ZKLFK� EHFRPHV� SRVLWLYH�� 7KH� LQFOXVLRQ� RI� ILUP� IL[HG� HIIHFWV� UHPRYHV� SHUVLVWHQW� ILUP�

VSHFLILF�ILQDQFLQJ�SROLFLHV�DQG�DOORZV�WKH�DQDO\VLV�WR�IRFXV�RQ�FKDQJHV�ZLWKLQ�ILUPV�RYHU�WLPH��

:KHQ�D�ILUP�LQFUHDVHV�LWV�GLYLGHQG�SD\PHQWV��LQWHUQDO�IXQGV�GHFUHDVH�DQG�WKH�QHHG�IRU�H[WHUQDO�

ILQDQFLQJ�ULVHV��$FFRUGLQJ�WR�WKH�327��ILUPV�SULPDULO\�PHHW�WKLV�DGGLWLRQDO�ILQDQFLQJ�QHHG�E\�

LVVXLQJ�GHEW��ZKLFK�H[SODLQV�WKH�SRVLWLYH�FRHIILFLHQW�IRU�JURVV�GHEW�LVVXDQFH��

7KH�UHVXOWV�VKRZ�OLPLWHG�VXSSRUW�IRU�DJJUHJDWLQJ�WKH�ILQDQFLQJ�GHILFLW�DQG�IRU�WKH�327�LQ�WKH�

HDUO\�SHULRG��2QFH�WKH�VDPSOH�LV�H[WHQGHG�DQG�IL[HG�HIIHFWV�DUH�LQFOXGHG��QR�VXSSRUW�UHPDLQV�

XQOHVV� ILUP�VL]H� LV�FRQWUROOHG� IRU��7KLV� LQGLFDWHV� WKDW� WKH� ILQDQFLQJ�GHILFLW� LV�QRW�D�VXIILFLHQW�

statistic for all firms’ financing decisions. Accounting fRU�WLPH�YDU\LQJ�ILUP�VSHFLILF�IDFWRUV��

VXFK�DV�ILUP�VL]H��FKDQJHV�FRQFOXVLRQV�DERXW�ZKHWKHU�DJJUHJDWLRQ�LV�DSSURSULDWH�RU�QRW��
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����5HJUHVVLRQ�RQ�WKH�FRQYHQWLRQDO�PRGHO�
�

)ROORZLQJ� )UDQN� DQG� *R\DO� �������� WKH� FRQYHQWLRQDO� ILUP� FKDUDFWHULVWLFV� WDQJLELOLW\�� 07%�

UDWLR��ORJ�VDOHV��DQG�SURILWDELOLW\�DUH�XVHG�WR�H[SODLQ�FDSLWDO�VWUXFWXUH�RYHU�WKH�IXOO�REVHUYDWLRQ�

ZLQGRZ� IURP� ����� WR� ������ ,Q� HDFK� UHJUHVVLRQ�� WKH� ILQDQFLQJ� GHILFLW� LV� LQFOXGHG� WR� DVVHVV�

ZKHWKHU�LW�SURYLGHV�DGGLWLRQDO�H[SODQDWRU\�SRZHU�EH\RQG�WKH�FRQYHQWLRQDO�YDULDEOHV��)LUPV�DUH�

FODVVLILHG�DV�VPDOO�LI�WKHLU�WRWDO�DVVHWV�IDOO�EHORZ�WKH���WK�SHUFHQWLOH�RI�WKH�GLVWULEXWLRQ�DQG�DV�

ODUJH�LI�WKH\�H[FHHG�WKH���WK�SHUFHQWLOH��7KH�UHVXOWV�DUH�UHSRUWHG�LQ�7DEOH����

&RPSDULQJ�WKH�HVWLPDWHG�FRHIILFLHQWV�ZLWK�WKH�H[SHFWHG�HIIHFWV�GLVFXVVHG�LQ�WKH�PHWKRGRORJ\�

VHFWLRQ�VKRZV� WKDW� WKH� UHVXOWV�DUH�FRQVLVWHQW�ZLWK� WKHRUHWLFDO�SUHGLFWLRQV�DQG�SULRU�HPSLULFDO�

ILQGLQJV��07%�DQG�SURILWDELOLW\�H[KLELW�VWDWLVWLFDOO\�VLJQLILFDQW�QHJDWLYH�FRHIILFLHQWV�DFURVV�DOO�

VDPSOHV��LQGLFDWLQJ�WKDW�ILUPV�ZLWK�JUHDWHU�JURZWK�RSSRUWXQLWLHV�DQG�KLJKHU�LQWHUQDO�FDVK�IORZV�

WHQG� WR� PDLQWDLQ� ORZHU� OHYHUDJH�� ,Q� FRQWUDVW�� WDQJLELOLW\� DQG� ORJ� VDOHV� GLVSOD\� VWDWLVWLFDOO\�

VLJQLILFDQW�SRVLWLYH�FRHIILFLHQWV�DFURVV�WKH�VDPSOHV��VXJJHVWLQJ�WKDW�ILUPV�ZLWK�PRUH�WDQJLEOH�

DVVHWV�DQG�ODUJHU�VL]H�DUH�DVVRFLDWHG�ZLWK�KLJKHU�OHYHUDJH��7KLV�ILQGLQJ�VXSSRUWV�WKH�YLHZ�WKDW�

WDQJLEOH�DVVHWV�LQFUHDVH�GHEW�FDSDFLW\�E\�SURYLGLQJ�FROODWHUDO��ZKLOH�ODUJHU�ILUPV�EHQHILW�IURP�

PRUH�VWDEOH�FDVK�IORZV�DQG�LPSURYHG�DFFHVV�WR�GHEW�PDUNHWV��

&ROXPQV�����DQG�����VKRZ�WKDW�DGGLQJ�WKH�ILQDQFLQJ�GHILFLW�SURYLGHV�OLWWOH�DGGLWLRQDO�H[SODQDWRU\�

SRZHU� DQG� OHDYHV� WKH� PDJQLWXGH� DQG� VLJQLILFDQFH� RI� WKH� EDVHOLQH� FRHIILFLHQWV� ODUJHO\�

XQFKDQJHG�� ,Q�SDUWLFXODU�� WKH� ILQDQFLQJ�GHILFLW� LV� VWDWLVWLFDOO\� LQVLJQLILFDQW� IRU�VPDOO� ILUPV� LQ�

FROXPQ������LPSO\LQJ�WKDW�VKRUW�WHUP�ILQDQFLQJ�QHHGV�SOD\�RQO\�D�OLPLWHG�UROH�LQ�H[SODLQLQJ�WKHLU�

OHYHUDJH� FKDQJHV�� )RU� ODUJH� ILUPV�� KRZHYHU�� WKH� ILQDQFLQJ� GHILFLW� EHFRPHV� VWDWLVWLFDOO\�

VLJQLILFDQW�DQG�ODUJHU�LQ�PDJQLWXGH��DV�VKRZQ�LQ�FROXPQ������7KLV�GLIIHUHQFH�OLNHO\�UHIOHFWV�WKDW�

ODUJHU�ILUPV�DUH�EHWWHU�DEOH�WR�ILQDQFH�IXQGLQJ�VKRUWIDOOV�WKURXJK�GHEW�LVVXDQFH��ZKHUHDV�VPDOOHU�

ILUPV� UHO\� PRUH� KHDYLO\� RQ� HTXLW\� LVVXDQFH� RU� LQWHUQDO� DGMXVWPHQWV�� 2YHUDOO�� WKHVH� UHVXOWV�

VXJJHVW�WKDW�ILQDQFLQJ�GHFLVLRQV�FDQQRW�EH�H[SODLQHG�VROHO\�E\�WKH�327��,QVWHDG��ILUPV�DSSHDU�

WR�DGMXVW�OHYHUDJH�ZLWKLQ�FRQVWUDLQWV�LPSRVHG�E\�EDODQFH�VKHHW�FKDUDFWHULVWLFV�WKDW�GHWHUPLQH�

GHEW�FDSDFLW\��7KH�SHUVLVWHQFH�RI�WKHVH�UHODWLRQVKLSV�RYHU�WKH�ORQJ�VDPSOH�SHULRG�IURP������WR�

����� LQGLFDWHV� WKDW� WKH� FRUH� GHWHUPLQDQWV� RI� FDSLWDO� VWUXFWXUH� KDYH� UHPDLQHG� VWDEOH� GHVSLWH�

VXEVWDQWLDO�FKDQJHV�LQ�ILQDQFLDO�PDUNHWV�DQG�WKH�HFRQRPLF�HQYLURQPHQW��
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����5HJUHVVLRQ�RQ�GHEW�FDSDFLW\�
�

7KH�UHVXOWV�RI�WKH�/HPPRQ�DQG�=HQGHU��������ORJLW�UHJUHVVLRQ�DUH�SUHVHQWHG�LQ�7DEOH����([FHSW�

IRU�WDQJLELOLW\��DOO�FRHIILFLHQWV�DUH�VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH�RQH�SHUFHQW�OHYHO��7KH�GLUHFWLRQ�

RI� HDFK� FRHIILFLHQW� PDWFKHV� WKHRUHWLFDO� H[SHFWDWLRQV� IRU� WKHLU� HIIHFW� RQ� WKH� OLNHOLKRRG� RI�

REWDLQLQJ�D�FUHGLW�UDWLQJ��)LUPV�WKDW�DUH�ODUJHU��PRUH�SURILWDEOH��PRUH�OHYHUHG�DQG�ROGHU��DV�ZHOO�

DV� WKRVH�ZLWK�JUHDWHU�DVVHW� WDQJLELOLW\�� VKRZ�D�KLJKHU�SUREDELOLW\�RI�EHLQJ�UDWHG�� ,Q�FRQWUDVW��

ILUPV�ZLWK�KLJK�07%�DQG�KLJK�YRODWLOLW\�DUH�OHVV�OLNHO\�WR�REWDLQ�D�UDWLQJ��8VLQJ�WKLV�PRGHO��,�

FRPSXWH�D�SUHGLFWHG�SUREDELOLW\�RI�KDYLQJ�D�FUHGLW�UDWLQJ�IRU�HYHU\�REVHUYDWLRQ��7KLV�SUHGLFWHG�

SUREDELOLW\�LV�XVHG�DV�D�FRQWLQXRXV�PHDVXUH�RI�GHEW�FDSDFLW\�LQ�WKH�VXEVHTXHQW�DQDO\VHV��

�
7DEOH���
/RJLW�UHJUHVVLRQ�SUHGLFWLQJ�WKH�SUREDELOLW\�RI�KDYLQJ�D�ERQG�UDWLQJ�������–������
'HSHQGHQW�YDULDEOH�LV���LI�WKH�ILUP�KDV�D�ERQG�UDWLQJ��7KH�H[SODQDWRU\�YDULDEOHV�DUH�ODJJHG�RQH�SHULRG��$OO�
YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�
OHYHO��7KH�$SSHQGL[���SURYLGHV�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�&RPSXVWDW�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�

�� �����–������

&RQVWDQW� ������


�
� ��������

/RJ�DVVHWV� �����


�
� ��������

52$� �����


�
� ��������

7DQJLELOLW\� ������
� ��������

07%� ������


�
� ��������

/HYHUDJH� �����


�
� ��������

/RJ�ILUP�DJH� �����


�
� ��������

$QQXDO�YRODWLOLW\� ������


�
� ��������

1� �������
3VHXGR�5ð� ������

�

S�������

S�������


S��������

�

7DEOH� ��� UHSRUWV� WKH� UHVXOWV� RI� WKH� RULJLQDO� 6K\DP�6XQGHU� DQG� 0\HUV� ������� UHJUHVVLRQ��

HVWLPDWHG�VHSDUDWHO\�IRU�ILUPV�JURXSHG�E\�WKHLU�GHEW�FDSDFLW\��)RU�ILUPV�ZLWK�ORZ�GHEW�FDSDFLW\��



����

WKH�FRHIILFLHQW�RQ�WKH�ILQDQFLQJ�GHILFLW�LV�VPDOO�DQG�WKH�H[SODQDWRU\�SRZHU�RI�WKH�PRGHO�LV�ZHDN��

ZKLFK�LQGLFDWHV�WKDW�WKH�327�SURYLGHV�OLWWOH�H[SODQDWRU\�YDOXH�IRU�WKHLU�ILQDQFLQJ�EHKDYLRU��$V�

GHEW�FDSDFLW\�LQFUHDVHV��ERWK�WKH�FRHIILFLHQW�DQG�WKH�PRGHO�ILW�LPSURYH�VWHDGLO\��,Q�WKH�KLJKHVW�

GHEW�FDSDFLW\�JURXS��VKRZQ�LQ�FROXPQ������WKH�ILQDQFLQJ�GHILFLW�FRHIILFLHQW�UHDFKHV�������DQG�

WKH�5ð�LQFUHDVHV�WR��������VXJJHVWLQJ�WKDW�ILUPV�ZLWK�JUHDWHU�DFFHVV�WR�GHEW�PDUNHWV�IROORZ�327�

FRQVLVWHQW�ILQDQFLQJ�EHKDYLRU�PXFK�PRUH�FORVHO\��

�
7DEOH����
)LUPV�FODVVLILHG�LQWR�VXEVDPSOHV�EDVHG�RQ�WKH�SUREDELOLW\�RI�KDYLQJ�D�ERQG�UDWLQJ�������–������
)LUPV�DUH�JURXSHG�LQWR�VXEVDPSOHV�DFFRUGLQJ�WR�WKHLU�SUHGLFWHG�SUREDELOLW\�RI�KROGLQJ�D�ERQG�UDWLQJ�GHULYHG�
IURP�WKH�ORJLW�HVWLPDWLRQ�LQ�7DEOH����'HSHQGHQW�YDULDEOH�LV�QHW�GHEW�LVVXHG��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��
6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�
GHWDLOHG�GHVFULSWLRQ�RI�WKH�&RPSXVWDW�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�
�� �����–������

� �� �� �� �� ��

� /RZ�SUREDELOLW\� � 0HGLXP�SUREDELOLW\� � +LJK�SUREDELOLW\�
� �� � �� � ��
� � � � � �

� ���� � ���� � ����
�� �� � �� � ��

&RQVWDQW� ������


� � ������


� � �����


�
� �������� � �������� � ��������

)LQDQFLQJ�GHILFLW� �����


� � �����


� � �����


�
� �������� � �������� � ��������

1� ������� � ������� � �������
5ð� ������ �� ������ �� ������
�

S�������

S�������


S��������
�

$OWKRXJK�WKH�LQLWLDO�UHVXOWV�DUH�FRQYLQFLQJ��LW�LV�HVVHQWLDO�WR�DVVHVV�ZKHWKHU�WKH�GHEW�FDSDFLW\�

PHDVXUH� LV�PHUHO\�FDSWXULQJ�ILUP�VL]H��7KLV�FRQFHUQ� LV�PRWLYDWHG�E\� WKH�KLJK�FRUUHODWLRQ�RI�

������EHWZHHQ�ORJ�$VVHWV��DQG�WKH�SUHGLFWHG�SUREDELOLW\�RI�KDYLQJ�D�UDWLQJ��3DQHO�$�RI�7DEOH�

���UHSRUWV�WKH�ILQDQFLQJ�GHILFLW�FRHIILFLHQWV�IRU�WKH�VPDOOHU�KDOI�RI�ILUPV��:LWKLQ�WKLV�JURXS��WKH�

FRHIILFLHQW�LQFUHDVHV�VWHDGLO\�DFURVV�WKH�ORZ��WR�KLJK�SUREDELOLW\�FDWHJRULHV�DQG�DOO�HVWLPDWHV�DUH�

KLJKO\�VLJQLILFDQW��3DQHO�%�VKRZV� WKH�VDPH�SDWWHUQ� IRU� ODUJHU� ILUPV��$OWKRXJK� WKH� ILQDQFLQJ�

GHILFLW�FRHIILFLHQW�LQ�WKH�ORZ�SUREDELOLW\�JURXS�LV�KLJKHU�IRU�ODUJH�ILUPV�WKDQ�IRU�VPDOO�ILUPV�DQG�

WKH�LQFUHDVH�IURP�PHGLXP�WR�KLJK�SUREDELOLW\�LV�VRPHZKDW�VPDOOHU��WKH�RYHUDOO�PRQRWRQLFLW\�

UHPDLQV�LQWDFW��,PSRUWDQWO\��WKH�ܴ2�YDOXHV�DOVR�ULVH�FRQVLVWHQWO\�DFURVV�WKH�SUREDELOLW\�JURXSV�

LQ�ERWK�VL]H�FDWHJRULHV��LQGLFDWLQJ�WKDW�PRGHO�ILW�LPSURYHV�ZLWK�GHEW�FDSDFLW\�UHJDUGOHVV�RI�ILUP�

VL]H��7DNHQ�WRJHWKHU��WKH�PDJQLWXGH��VLJQLILFDQFH�DQG�PRQRWRQLF�SURJUHVVLRQ�RI�WKH�FRHIILFLHQWV�

GHPRQVWUDWH� WKDW� WKH� UDWLQJ�EDVHG�SUREDELOLW\�PHDVXUH�FDSWXUHV�PHDQLQJIXO�YDULDWLRQ� LQ�GHEW�

FDSDFLW\�EH\RQG�ZKDW�LV�H[SODLQHG�E\�ILUP�VL]H�DORQH��



����

7DEOH����
)LUPV�FODVVLILHG�LQWR�VXEVDPSOHV�EDVHG�RQ�ILUP�VL]H�DQG�WKH�SUREDELOLW\�RI�KDYLQJ�D�ERQG�UDWLQJ�������–������
)LUPV�DUH�JURXSHG�LQWR�WZR�VXEVDPSOHV�DFFRUGLQJ�WR�WKHLU�YDOXH�RI�WRWDO�DVVHWV�IRU�HDFK�\HDU��:LWKLQ�HDFK�
JURXS��WKH�SUHGLFWHG�SUREDELOLW\�RI�KROGLQJ�D�ERQG�UDWLQJ�IURP�WKH�ORJLW�HVWLPDWLRQ�LQ�7DEOH���LV�XVHG�WR�VRUW�
ILUPV�LQWR�WKUHH�FDWHJRULHV��'HSHQGHQW�YDULDEOH�LV�QHW�GHEW�LVVXHG��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��
6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�
GHWDLOHG�GHVFULSWLRQ�RI�WKH�&RPSXVWDW�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�
�� �����–������

� �� �� �� �� ��

� /RZ�SUREDELOLW\� � 0HGLXP�SUREDELOLW\� � +LJK�SUREDELOLW\�
� �� � �� � ��
� � � � � �

3DQHO�$��6PDOO�)LUPV� ���� � ���� � ����
�� �� � �� � ��

&RQVWDQW� ������


� � ������


� � ������


�
� �������� � �������� � ��������

)LQDQFLQJ�GHILFLW� �����


� � �����


� � �����


�
� �������� � �������� � ��������

1� ������ � ������ � ������
5ð�� ������ � ������ � ������
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)RU� D� GHHSHU� DQDO\VLV� LW� LV� XVHIXO� ORRNLQJ� DW� WKH� QXPEHUV� SUHVHQWHG� LQ� 7DEOH� ���� $GGLQJ�

ORJ�$VVHWV��LQFUHDVHV�WKH�5ð�RQO\�PDUJLQDOO\�IURP�������WR�������D�VLJQ�RI�PXOWLFROOLQHDULW\��

7KLV�PHDQV�WKDW�WKH�UDWLQJ�SUREDELOLW\�DOUHDG\�DEVRUEV�PRVW�RI�WKH�H[SODQDWRU\�SRZHU�DVVRFLDWHG�

ZLWK�VL]H��$W�ILUVW�JODQFH��WKLV�FRXOG�UDLVH�WKH�FRQFHUQ�WKDW�WKH�UDWLQJ�SUREDELOLW\�PD\�VLPSO\�EH�

UHIOHFWLQJ�ILUP�VL]H��+RZHYHU��WKH�VXEVHTXHQW�UHVXOWV�VKRZ�WKDW�WKLV�LV�QRW�WKH�FDVH��

7KH�KLJKO\�VLJQLILFDQW�LQWHUDFWLRQ�WHUPV�LQ�FROXPQ�����GHPRQVWUDWH�WKDW�GHEW�FDSDFLW\�KDV�D�IDU�

VWURQJHU�PRGHUDWLQJ�HIIHFW�RQ�WKH�ILQDQFLQJ�GHILFLW�UHODWLRQVKLS�WKDQ�ORJ�$VVHWV���$�RQH�VWDQGDUG�

GHYLDWLRQ�LQFUHDVH�LQ�WKH�UDWLQJ�SUREDELOLW\�DPSOLILHV�WKH�GHILFLW�UHVSRQVH�E\�URXJKO\�����WLPHV�

PRUH�WKDQ�D�FRPSDUDEOH�LQFUHDVH�LQ�ILUP�VL]H��7KLV�LQGLFDWHV�WKDW�GHEW�FDSDFLW\�LV�WKH�GRPLQDQW�

IDFWRU�H[SODLQLQJ�ZK\�VRPH�ILUPV�IROORZ�WKH�327�PRUH�FORVHO\��UDWKHU�WKDQ�PHUHO\�UHIOHFWLQJ�

VL]H��,Q�FRPSDULVRQ��ILUP�VL]H�SOD\V�RQO\�D�VHFRQGDU\�UROH��



����

7DEOH����
7HVWLQJ�WKH�SUHGLFWLYH�SRZHU�RI�WKH�SURE��UDWLQJ�YDULDEOH�LQ�SHUVSHFWLYH�WR�ORJ�DVVHWV�������–������
'HSHQGHQW�YDULDEOH�LV�QHW�GHEW�LVVXHG��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�
SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�&RPSXVWDW�
FRGHV�XVHG�LQ�WKH�DQDO\VLV��
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����5HJUHVVLRQ�RQ�OHJDO�V\VWHPV�
�

7DEOH���� reports the influence of creditor and shareholder rights on firms’ adherence to the 

327��&ROXPQ�����VKRZV�WKDW�VWURQJHU�FUHGLWRU�ULJKWV�LQFUHDVH�WKH�VHQVLWLYLW\�RI�QHW�GHEW�LVVXDQFH�

WR�WKH�ILQDQFLQJ�GHILFLW��LQGLFDWLQJ�FORVHU�DGKHUHQFH�WR�WKH�327��ZKHUHDV�VWURQJHU�VKDUHKROGHU�

ULJKWV�UHGXFH�WKLV�VHQVLWLYLW\��&ROXPQ�����LQWURGXFHV�ILUP�DQG�WLPH�IL[HG�HIIHFWV�DQG�FRQILUPV�

WKHVH� SDWWHUQV�� ZLWK� D� VOLJKWO\� VWURQJHU� FUHGLWRU� ULJKWV� HIIHFW� DQG� D� PDUJLQDOO\� ZHDNHU�

VKDUHKROGHU�ULJKWV�HIIHFW��&ROXPQ������ZKLFK�H[FOXGHV�8�6��ILUPV��SURGXFHV�D�KLJKHU�DGMXVWHG�

ܴ2�DQG�UHWDLQV�WKH�VDPH�HIIHFW�GLUHFWLRQV��,Q�WKLV�VSHFLILFDWLRQ�WKH�VKDUHKROGHU�ULJKWV�FRHIILFLHQW�

QHDUO\�GRXEOHV��ZKLOH� WKH� FUHGLWRU� ULJKWV�FRHIILFLHQW�EHFRPHV�QRWLFHDEO\�VPDOOHU�� VXJJHVWLQJ�

VXEVWDQWLDO�FURVV�FRXQWU\�KHWHURJHQHLW\�LQ�KRZ�OHJDO�SURWHFWLRQV�VKDSH�ILQDQFLQJ�EHKDYLRU��

�

�

�

�
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7DEOH����
7HVWLQJ�WKH�Lnfluence of creditor rights and shareholder rights on firms’ adherence to the POT�������–������
'HSHQGHQW�YDULDEOH�LV�QHW�GHEW�LVVXHG��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�
SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�
:RUOGVFRSH�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�
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%HFDXVH�OHJDO�LQVWLWXWLRQV�FRUUHODWH�ZLWK�HFRQRPLF�GHYHORSPHQW��7DEOH����H[DPLQHV�ZKHWKHU�

WKHVH�UHVXOWV�PHUHO\�UHIOHFW�GLIIHUHQFHV�EHWZHHQ�GHYHORSHG�DQG�HPHUJLQJ�HFRQRPLHV��&ROXPQ�

���� LQFRUSRUDWHV�D�GHYHORSHG�FRXQWU\� LQWHUDFWLRQ�DQG�VKRZV� WKDW� ILUPV� LQ�GHYHORSHG�PDUNHWV�

UHO\� VLJQLILFDQWO\� OHVV� RQ� GHEW� WR� FRYHU� ILQDQFLQJ� GHILFLWV�� $OO� YDULDEOHV� UHPDLQ� KLJKO\�

VLJQLILFDQW�� ZKLFK� LQGLFDWHV� WKDW� FUHGLWRU� DQG� VKDUHKROGHU� ULJKWV� DUH� QRW� VLPSOH� SUR[LHV� IRU�

GHYHORSPHQW� VWDWXV�� 7KH� VKDUHKROGHU� ULJKWV� FRHIILFLHQW� FKDQJHV� VLJQ� RQFH� GHYHORSPHQW� LV�

FRQWUROOHG�IRU��ZKLFK�LPSOLHV�WKDW�WKH�SUHYLRXVO\�QHJDWLYH�DVVRFLDWLRQ�ODUJHO\�UHIOHFWHG�WKH�IDFW�

WKDW� GHYHORSHG� FRXQWULHV� FRPELQH� VWURQJ� VKDUHKROGHU� ULJKWV�ZLWK�JUHDWHU� UHOLDQFH� RQ� HTXLW\��

$IWHU�UHPRYLQJ�WKLV�FRQIRXQGLQJ�HIIHFW��VKDUHKROGHU�ULJKWV�H[KLELW�D�VPDOO�SRVLWLYH�DVVRFLDWLRQ�

ZLWK�327�DGKHUHQFH��&UHGLWRU�ULJKWV�UHPDLQ�SRVLWLYHO\�UHODWHG�WR�327�EHKDYLRU��DOWKRXJK�ZLWK�

D� UHGXFHG� PDJQLWXGH�� ZKLFK� FRQILUPV� WKDW� WKH\� H[HUW� DQ� LQGHSHQGHQW� LQIOXHQFH� EH\RQG�

GHYHORSPHQW�FODVVLILFDWLRQ��&ROXPQ�����H[FOXGHV�8�6��ILUPV�DQG�\LHOGV�VLPLODU�UHVXOWV�ZLWK�D�

VOLJKWO\�KLJKHU�DGMXVWHG�ܴ2��

2YHUDOO�� FUHGLWRU� ULJKWV� FRQVLVWHQWO\� VWUHQJWKHQ� DGKHUHQFH� WR� WKH�327��ZKHUHDV� WKH�QHJDWLYH�

HIIHFW�RI�VKDUHKROGHU�ULJKWV�GRHV�QRW�KROG�RQFH�GLIIHUHQFHV�EHWZHHQ�GHYHORSHG�DQG�HPHUJLQJ�

HFRQRPLHV� DUH� WDNHQ� LQWR� DFFRXQW�� 7KH� PRVW� LQIOXHQWLDO� GHWHUPLQDQW� RI� 327� DGKHUHQFH� LV�
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ZKHWKHU�D� ILUP�RSHUDWHV� LQ�D�GHYHORSHG�RU�DQ�HPHUJLQJ�ILQDQFLDO� V\VWHP�� UHIOHFWLQJ�EURDGHU�

VWUXFWXUDO�GLIIHUHQFHV�LQ�FDSLWDO�PDUNHW�GHSWK�DQG�ILQDQFLQJ�SUHIHUHQFHV��
7DEOH����
Testing the influence of creditor rights and shareholder rights on firms’ adherence to the POT ZKHQ�FRQWUROOLQJ�
IRU�GHYHORSHG�YV��HPHUJLQJ�FRXQWULHV�������–������
'HSHQGHQW�YDULDEOH�LV�QHW�GHEW�LVVXHG��$OO�YDULDEOHV�DUH�VFDOHG�E\�QHW�DVVHWV��6WDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�
SDUHQWKHVLV�DQG�DUH�FOXVWHUHG�DW�WKH�ILUP�OHYHO��7KH�$SSHQGL[���SURYLGHV�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�
:RUOGVFRSH�FRGHV�XVHG�LQ�WKH�DQDO\VLV��
�
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��� 6XPPDU\�DQG�&RQFOXVLRQV�
�

����.H\�)LQGLQJV�
�

7KH�JRDO�RI�WKLV�HPSLULFDO�VWXG\�ZDV�WR�WHVW�LI�WKH�327�LV�DQ�DGHTXDWH�PRGHO�WR�GHVFULEH�ILUPV�

ILQDQFLQJ�EHKDYLRU�XVLQJ�8�6��GDWD�DQG�D�FRPSUHKHQVLYH�LQWHUQDWLRQDO�GDWD�VHW��7KH�DQDO\VLV�

EXLOGV�RQ� WKH�HPSLULFDO�DSSURDFK�RI�6K\DP�6XQGHU�DQG�0\HUV� �������DQG�)UDQN�DQG�*R\DO�

�������� ,W� LV� H[WHQGHG�by incorporating measures of firms’ debt capacity and the quality of 

QDWLRQDO�OHJDO�V\VWHPV��,Q�WKLV�VWXG\��ILYH�FHQWUDO�K\SRWKHVHV�ZHUH�H[DPLQHG��

•� +��� $FFRUGLQJ� WR� WKH� 327�� D� ILUP
V� ILQDQFLQJ� GHILFLW� LV� H[SHFWHG� WR� KDYH� D� VLJQLILFDQW�

SRVLWLYH�HIIHFW�RQ�LWV�QHW�GHEW�LVVXDQFH��ZLWK�D�FRHIILFLHQW�FORVH�WR�RQH��
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7KH�HPSLULFDO�HYLGHQFH�IRU�+��LV�KLJKO\�WLPH�DQG�VDPSOH�GHSHQGHQW��&RQVLVWHQW�ZLWK�)UDQN�DQG�

*R\DO���������WKHUH�LV�VWURQJ�VXSSRUW�IRU�WKH�327�LQ�WKH�ILUVW�SHULRG�������–�������ZKHQ�WKH�

VDPSOH� LV� UHVWULFWHG� WR� ILUPV� ZLWK� FRQWLQXRXV� GDWD� DQG� QR� JDSV�� 7KLV� VXSSRUW� ZHDNHQV�

FRQVLGHUDEO\�LQ�WKH�VHFRQG�SHULRG�������–�������DQG�LQWHUDFWLRQ�WHVWV�FRQILUP�WKDW�WKH�GLIIHUHQFH�

EHWZHHQ�WKH�WZR�SHULRGV�LV�VWDWLVWLFDOO\�VLJQLILFDQW��)RU�ERWK�SHULRGV��WKH�HYLGHQFH�GLPLQLVKHV�

RQFH� WKH� FRQWLQXRXV�GDWD� UHVWULFWLRQ� LV� UHOD[HG�� LQGLFDWLQJ� WKDW� 327�EHKDYLRU� LV� SDUWLFXODUO\�

FRQFHQWUDWHG�DPRQJ�ILUPV�ZLWK�VWDEOH�UHSRUWLQJ�KLVWRULHV��ZKLFK�WHQG�WR�EH�ODUJHU�DQG�ILQDQFLDOO\�

PRUH�HVWDEOLVKHG��

%XLOGLQJ� RQ� WKLV� REVHUYDWLRQ�� WKH� UHVXOWV� LQGHHG� UHYHDO� VXEVWDQWLDO� ILUP� OHYHO� KHWHURJHQHLW\��

/DUJHU�ILUPV�H[KLELW�ILQDQFLQJ�EHKDYLRU�WKDW�LV�PRUH�FRQVLVWHQW�ZLWK�WKH�327��ZKHUHDV�VPDOOHU�

ILUPV�UHO\�IDU�OHVV�RQ�GHEW�WR�ILQDQFH�WKHLU�IXQGLQJ�VKRUWIDOOV��)LQDOO\��ZKHQ�WKH�IXOO�8�6��VDPSOH�

������ –� ������ LV� DQDO\]HG� XVLQJ� ILUP�� DQG� WLPH�IL[HG� HIIHFWV�� QR� VWDWLVWLFDOO\� PHDQLQJIXO�

HYLGHQFH�LQ�IDYRU�RI�WKH�327�UHPDLQV��

2YHUDOO��WKHVH�ILQGLQJV�LQGLFDWH�WKDW�8�6��ILUPV�GR�QRW�XQLIRUPO\�IROORZ�WKH�VWULFW�IRUP�RI�WKH�

327��,QVWHDG��DGKHUHQFH�DSSHDUV�WR�EH�SHULRG�VSHFLILF�DQG�FRQFHQWUDWHG�DPRQJ�ODUJHU�ILUPV��

ZKLFK�OLPLWV�WKH�JHQHUDO�YDOLGLW\�RI�+���

•� +���7KH�HIIHFW�RQ�QHW�GHEW�LVVXDQFH�ZLOO�QRW�GLIIHU�VLJQLILFDQWO\�DFURVV�WKH�PDLQ�FRPSRQHQWV�

RI�WKH�ILQDQFLQJ�GHILFLW��VXSSRUWLQJ�WKH�YDOLGLW\�RI�XVLQJ�DQ�DJJUHJDWH�PHDVXUH��

7KH�UHVXOWV�SURYLGH�RQO\�OLPLWHG�VXSSRUW�IRU�+���6XSSRUW�LV�UHODWLYHO\�VWURQJ�LQ�WKH�UHVWULFWHG�

VDPSOH�ZLWK�FRQWLQXRXV�GDWD��EXW�LW�ZHDNHQV�ZKHQ�JURVV�GHEW�LVVXHG�RU�WKH�FKDQJH�LQ�WKH�GHEW�

UDWLR�LV�XVHG�DV�WKH�GHSHQGHQW�YDULDEOH��,W�GHFOLQHV�IXUWKHU�RQFH�WKH�FRQWLQXRXV�GDWD�UHVWULFWLRQ�

LV�UHOD[HG��VXJJHVWLQJ�WKDW�DJJUHJDWLRQ�SULPDULO\�KROGV�IRU�ILUPV�ZLWK�VWDEOH�UHSRUWLQJ�KLVWRULHV��

ZKLFK�WHQG�WR�EH�ODUJHU��OLNH�WKH�ILQGLQJV�LQ�WKH�DJJUHJDWHG�PRGHO��:KHQ�WKH�IXOO�SHULRG�IURP�

�����WR������LV�H[DPLQHG�ZLWK�ILUP�DQG�\HDU�IL[HG�HIIHFWV��QR�VXSSRUW�UHPDLQV�IRU�DJJUHJDWLRQ�

LQ� WKH� RYHUDOO� VDPSOH�� ZLWK� PHDQLQJIXO� HYLGHQFH� SHUVLVWLQJ� RQO\� DPRQJ� WKH� ODUJHVW� ILUPV��

Overall, the financing deficit cannot be regarded as a sufficient statistic for all firms’ financing 

EHKDYLRU��DQG�WKH�DJJUHJDWLRQ�DVVXPSWLRQ�DSSHDUV�YDOLG�RQO\�XQGHU�VSHFLILF�FRQGLWLRQV��

•� +���,Q�D�PRGHO�WKDW�LQFOXGHV�WUDGLWLRQDO�FDSLWDO�VWUXFWXUH�GHWHUPLQDQWV��WKH�ILQDQFLQJ�GHILFLW�

ZLOO�SURYLGH�VWDWLVWLFDOO\�VLJQLILFDQW�LQFUHPHQWDO�H[SODQDWRU\�SRZHU�IRU�QHW�GHEW�LVVXDQFH��

7KH�HYLGHQFH�IRU�+��VKRZV�WKDW�WKH�ILQDQFLQJ�GHILFLW�GRHV�QRW�DGG�VXEVWDQWLDO�H[SODQDWRU\�SRZHU�

EH\RQG� FRQYHQWLRQDO� FDSLWDO� VWUXFWXUH� GHWHUPLQDQWV�� 7DQJLELOLW\�� 07%�� ILUP� VL]H�� DQG�

SURILWDELOLW\�UHPDLQ�WKH�GRPLQDQW�GULYHUV�RI�OHYHUDJH�DQG�WKHLU�HIIHFWV�DUH�ODUJHO\�XQFKDQJHG�

ZKHQ�WKH�ILQDQFLQJ�GHILFLW�LV�LQFOXGHG��:KLOH�WKH�ILQDQFLQJ�GHILFLW�EHFRPHV�UHOHYDQW�IRU�ODUJH�

ILUPV��LW�LV�LQVLJQLILFDQW�IRU�VPDOO�ILUPV��VXJJHVWLQJ�WKDW�ILUPV�ZLWK�JUHDWHU�ILQDQFLQJ�IOH[LELOLW\�
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FRPPRQO\�DVVRFLDWHG�ZLWK�ODUJHU�VL]H�DUH�EHWWHU�DEOH�WR�ILQDQFH�IXQGLQJ�VKRUWIDOOV�WKURXJK�GHEW��

2YHUDOO��FDSLWDO�VWUXFWXUH�GHFLVLRQV�FDQQRW�EH�H[SODLQHG�VROHO\�E\�WKH�327�DQG�WKH�LQFUHPHQWDO�

UHOHYDQFH�RI�WKH�ILQDQFLQJ�GHILFLW�LV�OLPLWHG�DQG�FRQGLWLRQDO��

•� +���'HEW�FDSDFLW\�LV�H[SHFWHG�WR�DFW�DV�D�SRVLWLYH�PRGHUDWRU�LQ�WKH�327�IUDPHZRUN��ZLWK�

WKH� UHVXOW� WKDW� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� ILQDQFLQJ� GHILFLW� DQG� GHEW� LVVXDQFH�ZLOO� EH�

VWURQJHU�IRU�ILUPV�ZLWK�KLJKHU�GHEW�FDSDFLW\��

7KH�UHVXOWV�SURYLGH�VWURQJ�VXSSRUW�IRU�+���7KH�VHQVLWLYLW\�RI�QHW�GHEW�LVVXDQFH�WR�WKH�ILQDQFLQJ�

GHILFLW� LQFUHDVHV� PRQRWRQLFDOO\� ZLWK� GHEW� FDSDFLW\� DQG� PRGHO� ILW� LPSURYHV� VXEVWDQWLDOO\��

LQGLFDWLQJ� WKDW� ILUPV� ZLWK� JUHDWHU� DFFHVV� WR� GHEW� PDUNHWV� IROORZ� 327� PRUH� FORVHO\�� 7KLV�

UHODWLRQVKLS�UHPDLQV�UREXVW�ZLWKLQ�ERWK�VPDOO�DQG�ODUJH�ILUPV��VKRZLQJ�WKDW�GHEW�FDSDFLW\�LV�QRW�

PHUHO\� D� SUR[\� IRU� VL]H�� $GGLWLRQDO� LQWHUDFWLRQ� WHVWV� FRQILUP� WKDW� GHEW� FDSDFLW\�PRGHUDWHV�

ILQDQFLQJ�EHKDYLRU�IDU�PRUH�VWURQJO\�WKDQ�ILUP�VL]H��PDNLQJ�LW�WKH�NH\�IDFWRU�H[SODLQLQJ�ZK\�

VRPH�ILUPV�DGKHUH�PRUH�FORVHO\�WR�WKH�327��

•� +��� $� FRXQWU\
V� LQVWLWXWLRQDO� HQYLURQPHQW� LV� H[SHFWHG� WR� PRGHUDWH� ILQDQFLQJ� FKRLFHV�

DFFRUGLQJ�WR�WKH�327��VXFK�WKDW�VWURQJHU�FUHGLWRU�SURWHFWLRQ�DQG�ZHDNHU�VKDUHKROGHU�DUH�

DVVRFLDWHG�ZLWK�VWURQJHU�327�EHKDYLRU��

7KH�UHVXOWV�SURYLGH�PL[HG�VXSSRUW�IRU�+���&RXQWULHV�ZLWK�VWURQJHU�FUHGLWRU�ULJKWV�VKRZ�D�KLJKHU�

VHQVLWLYLW\�RI�QHW�GHEW�LVVXDQFH�WR�WKH�ILQDQFLQJ�GHILFLW��PHDQLQJ�WKDW�ILUPV�LQ�WKHVH�FRXQWULHV�

IROORZ�WKH�327�PRUH�FORVHO\��$W�ILUVW��VKDUHKROGHU�ULJKWV�VHHP�WR�UHGXFH�DGKHUHQFH�WR�WKH�327��

+RZHYHU��RQFH�WKH�GLIIHUHQFH�EHWZHHQ�GHYHORSHG�DQG�HPHUJLQJ�HFRQRPLHV�LV�FRQVLGHUHG��WKLV�

QHJDWLYH�HIIHFW�GLVDSSHDUV�DQG�EHFRPHV�VOLJKWO\�SRVLWLYH��7KLV�VKRZV�WKDW�WKH�LQLWLDO�UHVXOW�ZDV�

PDLQO\�GULYHQ�E\�WKH�IDFW�WKDW�GHYHORSHG�FRXQWULHV�XVXDOO\�KDYH�VWURQJ�VKDUHKROGHU�ULJKWV�DQG�

UHO\�PRUH�RQ� HTXLW\� ILQDQFLQJ��&UHGLWRU� ULJKWV�� LQ� FRQWUDVW�� UHPDLQ� DQ� LPSRUWDQW� DQG� UREXVW�

IDFWRU�� 2YHUDOO�� OHJDO� LQVWLWXWLRQV� PDWWHU� IRU� KRZ� ILUPV� ILQDQFH� WKHPVHOYHV�� EXW� WKH� PRVW�

LPSRUWDQW�GLIIHUHQFH�LV�ZKHWKHU�ILUPV�RSHUDWH�LQ�GHYHORSHG�RU�HPHUJLQJ�ILQDQFLDO�V\VWHPV��

�

����/LPLWDWLRQV�	�)XWXUH�5HVHDUFK�
�

7KLV� VWXG\�KDV� VHYHUDO� OLPLWDWLRQV��)LUVW�� DOWKRXJK� WKH� DQDO\VLV� VSDQV� D� ORQJ�SHULRG�� LW� WUHDWV�

SURILWDELOLW\�� LQYHVWPHQW�� DQG� ILQDQFLQJ�GHFLVLRQV� DV� ODUJHO\� LQGHSHQGHQW�� HYHQ� WKRXJK� WKHVH�

IDFWRUV� OLNHO\� LQIOXHQFH� HDFK� RWKHU�� )XWXUH� UHVHDUFK� FRXOG� WKHUHIRUH� H[DPLQH� WKHLU� MRLQW�

dynamics to better understand how financing decisions interact with firms’ operating and 

LQYHVWPHQW�SROLFLHV��
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6HFRQG�� WKH� LQWHUQDWLRQDO� DQDO\VLV� UHOLHV� RQ� VWDWLF� PHDVXUHV� RI� FUHGLWRU� DQG� VKDUHKROGHU�

SURWHFWLRQ� DQG� D� WLPH� LQYDULDQW� GHYHORSHG� YHUVXV� HPHUJLQJ� FODVVLILFDWLRQ�� 7KLV� PHDQV� WKDW�

LQVWLWXWLRQDO�UHIRUPV�DQG�JUDGXDO�OHJDO�LPSURYHPHQWV�DUH�QRW�FDSWXUHG��)XWXUH�UHVHDUFK�VKRXOG�

HPSOR\� WLPH� YDU\LQJ� LQVWLWXWLRQDO� LQGLFDWRUV� RU� H[SORLW� VSHFLILF� OHJDO� UHIRUPV� WR� EHWWHU�

understand how changing legal environments influence firms’ adherence to the 327��

7KLUG��GHEW�FDSDFLW\�LV�PHDVXUHG�XVLQJ�WKH�SUREDELOLW\�RI�KDYLQJ�D�FUHGLW�UDWLQJ��ZKLFK�ZRUNV�

SDUWLFXODUO\�ZHOO�LQ�WKH�8�6��VHWWLQJ�EXW�LV�OLPLWHG�E\�WKH�DYDLODELOLW\�RI�FRPSDUDEOH�LQWHUQDWLRQDO�

GDWD��([WHQGLQJ�WKLV�PHDVXUH�WR�EURDGHU�LQWHUQDWLRQDO�FRQWH[WV�ZRXOG�HQKDQFH�H[WHUQDO�YDOLGLW\��

)LQDOO\��WKH�ULVH�RI�SULYDWH�FUHGLW�PDUNHWV�DQG�ILQWHFK�EDVHG�OHQGLQJ�PD\�KDYH�IXQGDPHQWDOO\�

DOWHUHG� WKH� WUDGLWLRQDO� KLHUDUFK\�� 7KHVH� VRXUFHV� RIWHQ� VLW� EHWZHHQ� WUDGLWLRQDO� EDQN� GHEW� DQG�

SXEOLF� HTXLW\�� SRWHQWLDOO\� FUHDWLQJ� D� QHZ� OD\HU� LQ� WKH�SHFNLQJ�RUGHU� WKDW�ZDUUDQWV� GHGLFDWHG�

HPSLULFDO�LQYHVWLJDWLRQ��

$GGUHVVLQJ�WKHVH�OLPLWDWLRQV�ZRXOG�DOORZ�IXWXUH�VWXGLHV�WR�UHILQH�WKH�WHVWLQJ�RI�WKH�327�DQG�

GHHSHQ�RXU�XQGHUVWDQGLQJ�RI�KRZ�ILUP�FKDUDFWHULVWLFV��LQVWLWXWLRQDO�HQYLURQPHQWV�DQG�HYROYLQJ�

ILQDQFLDO�PDUNHWV�MRLQWO\�VKDSH�FRUSRUDWH�ILQDQFLQJ�GHFLVLRQV��
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