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managerial compensation is optimal as the effort effect of equity-type compensation outweighs
its “occasional risk-shifting” effect.

The effect of inside debt on managerial risk preference is in need of more in-depth exploration,
especially when considering yet another type of agency problem: the divergence in risk preference
between managers and shareholders. In the Edmans and Liu (2011) model, managers are assumed
to be similar to well-diversified shareholders in that they are risk neutral. However, a substantial
literature has argued that managers behave in a more risk-averse fashion than shareholders would
prefer (Jensen and Meckling, 1976; Amihud and Lev, 1981; Smith and Stulz, 1985; Hirshleifer
and Thakor, 1992; Klein and Coffee, 1996; Holmstrém, 1999; Gormley and Masta, 2016). Thus,
managers are more aligned with debtholders than shareholders to begin with in terms of risk
preference. Theoretically, offering managers equity-type compensation would encourage risk
taking and mitigate managerial conservatism, but offering them debt-type compensation would
have the unintended effect of exacerbating this agency problem. To the extent managers face
the same asymmetric payoff structure for their inside debt holdings as outside debtholders (i.e.,
they receive fixed payoffs if the firm is successful, but bear the loss proportionally if the firm
fails,) managers tend to act like debtholders (Bebchuk and Jackson, 2005). As a result, managers
compensated with high stakes of inside debt could have the tendency to adopt excessively
conservative business policies that would compromise shareholders’ wealth.

Among the financial policies that are subject to managers’ excessive conservatism, capital
structure is of particular interest as inside debt is hypothesized to help balance the interests of
outside shareholders and debtholders. Cassell et al. (2012) investigation provides some prelimi-
nary evidence in this regard, but it is not the focus of their paper nor is it adequate to fully reveal
the relationship between managerial inside debt and firm leverage. In this article, we attempt to
conduct a focused and full-fledged investigation of this issue.

The use of debt incurs the risk of bankruptcy that is often described as increasing convexly with
the debt ratio. Excessively risk-averse managers would avoid lifting the debt ratio to the level that
shareholders desire. Consistent with this conjecture, Liao, Mukherjee, and Wang (2015) find that
firms, on average, are underlevered, falling short of using debt at the shareholders’ desired level.
Inside debt would aggravate managerial conservatism, so we hypothesize that managerial inside
debt holdings negatively influence the firm’s financial leverage. Moreover, the more risk-averse
the manager is, the less likely he would adjust leverage upwardly if the firm is underlevered, but
more likely he would adjust leverage downwardly if the firm is overlevered. Thus, our second
hypothesis is that managerial inside debt holdings negatively affect the capital structure SOA of
underlevered firms, but positively affect that of overlevered firms.

We use the CEO'%s Inside Debt Ratio as our measure of managerial inside debt holdings,
defined as accumulated holdings of pensions and deferred compensation divided by total incentive
compensation, where total incentive compensation includes pensions, deferred compensation, and
the value of both stock and options. Using a sample of US firms from 2007 to 2013, we find
that a CEO’ inside debt ratio is quite persistent and it moves in tandem with the firm’s debt ratio
over calendar time. Over the length of the CEO’ tenure, however, the two variables exhibit a
mirror-image relationship. These patterns indicate the presence of common firm and time factors
that shape both the CEO’ inside debt and firm leverage, yet CEO’s inside debt may have a
negative within-firm effect on firm leverage. The estimation of an augmented capital structure
dynamics model using the Flsas and Florysiak (2015) doubly censored fractional dependent
variable estimator (DPF estimator) and the Blundell and Bond (1998) system generalized method
of moments (GMM) estimator confirms our conjecture. We find that the CEO’ inside debt ratio
is negatively associated with firm leverage, and a one-standard deviation increase in CEQ’s inside
debt leads to a nontrivial decrease of 1.7 percentage points in the firm’s debt ratio.



Based on the above estimates, we calculate sharcholders’ desired leverage, assuming that
institutional shareholders own all of the outstanding shares and the CEO does not hold any inside
debt. These hypothetical values of institutional ownership and CEO’s inside debt are most likely
to produce the capital structure that is desired by shareholders as they represent a situation where
shareholders have a strong voice and managers’ excessive conservatism is contained by equity
compensation. Relative to our estimates of shareholders’ desired leverage, more than 80% of our
sample firms are underlevered. Further, we find that CEO’ inside debt holding encourages an
overlevered firm to adjust its leverage toward the shareholders’ desired level, but impedes an
underlevered firm from doing the same, consistent with our second hypothesis.

We address the potential endogeneity of CEO’s inside debt by: 1) controlling for fixed firm
and time effects, as well as a large array of firm and CEO characteristics, to alleviate omitted
variable bias, and 2) using growth in the older population (persons 65 years or older) in the state
where the firm is headquartered and the median industry inside debt ratio as instruments. Our
rationale for using state-level growth in the older population is that CEOs located in popular
migration destination states for the older population (i.e., Florida, California, etc.) might stay in
their positions longer and have less need for pensions and deferred compensation. The results do
not change after the instruments are employed. In addition, our results are qualitatively similar if
firm leverage is measured based on market equity or book equity. We further estimate the capital
structure SOA in subsamples for firms with different levels of CEO’s inside debt ratios and find
that SOA peaks when the CEO’ inside debt ratio is around one-tenth of the firm’s market debt
ratio.

All of our findings indicate that offering debt-type compensation exacerbates managers’ exces-
sive conservatism when making capital structure decisions, which is detrimental to shareholder
value. In the presence of the manager-shareholders conflict of interest in risk preference, optimal
managerial compensation contracts would use less debt than postulated by Jensen and Meckling
(1976), and a deep equity bias is probably necessary.

Our work differs from Cassell et al.’s (2012) investigation of capital structure in several ways.
First, our measure of CEO’s inside debt holding does not involve the firm’s leverage ratio and
avoids a mechanical negative relation between the measure of inside debt and the firm’s debt ratio.
Second, our dynamic panel model, using fixed firm effects, accounts for the strong persistence
of capital structure (Lemmon, Roberts, and Zender, 2008). Failure to control for lagged leverage
and unobservable firm heterogeneity would likely lead to an omitted variable bias. Additionally,
when compared to Cassell et al.’s (2012) usage of three years of data, our longer sample period
allows us to explore the dynamics of capital structure in a richer fashion.

. Related Literature

Jensen and Meckling (1976), in explaining the agency cost of debt, conjecture that managers
compensated with securities having payoffs similar to equity are incentivized to increase firm risk
beyond levels debtholders prefer, and take actions that expropriate wealth from debtholders to
shareholders through asset substitution. They suggest that compensating managers with securities
having payofts similar to debt is one way to reduce this agency cost of debt. In fact, they postulate
that the agency cost of debt could be eliminated if the managers’ compensation structure is set
in a ratio equal to the firm’s leverage ratio, as managers would be incentivized to consider the
interests of both security holders appropriately.

Edmans and Liu (2011) argue that since creditors are concerned with the probability of
bankruptcy, as well as the liquidation value when bankruptcy occurs, optimal compensation



contracts should be sensitive to both. Debt-type compensation offers managers a payoff propor-
tional to the liquidation value when bankruptcy occurs, which incentivizes them to avoid risk
shifting and to exert more effort in protecting, or maximizing, liquidation values when bankruptcy
becomes likely. They derive an optimal compensation contract that uses equity compensation as
a solution to the manager-shareholder agency problem, as it induces managerial effort, and debt
compensation as a solution to the shareholder-debtholder agency problem, as it discourages man-
agers from risk-shifting behavior. They find that in most cases, an equity bias is optimal since
equity is more effective than debt in incentivizing effort, even though it also causes risk shifting.

Risk-related agency conflicts also exist between managers and shareholders when undiversified
managers have an incentive to take on less risk than is desired by diversified shareholders (Jensen
and Meckling, 1976). This is because a manager’s reputation and human capital greatly hinge on
the success of the firm he runs. In addition, ownership of the firm’ shares exposes the manager
to substantial firm-specific risk. To offset the risk-aversion increasing effect of stock ownership,
option-based compensation that provides a convex payoff structure is often used to encourage risk
taking (Coles, Daniel, and Naveen, 2006). Managers sometimes even engage in value-destroying
actions that lower firm risk in order to reduce the incidence of negative firm outcomes that are
personally costly to the manager.

Previous literature regarding excessive conservatism of managers indicates it impacts firm’s
investment policy (Hirshleifer and Thakor, 1992), mergers and acquisitions (Amihud and Lev,
1981; Gormley and Masta, 2016), hedging behavior (Smith and Stulz, 1985), and capital structure
decisions (Hirshleifer and Thakor, 1992). For instance, Gormley and Masta (2016) find that
managers insulated by the adoption of a state-level antitakeover law engage in value-destroying,
diversifying acquisitions that reduce their firms’ stock volatility and risk of distress.

Empirical studies of managerial inside debt in recent years have been spurred by the pervasive
use of debt-type compensation in large US corporations (Bebchuk and Jackson, 2005) and, partic-
ularly, the Securities Exchange Commission (SEC) disclosure rule in 2006 that mandates detailed
disclosure of executive compensation structure to include pension and deferred compensation
holdings. Sundaram and Yermack (2007) find a positive association between CEO’s inside debt
holding and the distance to default indicating that inside debt moderates the CEO’s risk-shifting
tendency. Other research finds that inside debt holding decreases (increases) the firm’s cost of
debt (equity) and decreases the firm’s market risk levels (Wei and Yermack, 2011), lowers bor-
rowing costs and reduces the use of debt covenants (Anantharaman, Fang, and Gong, 2014),
reduces accounting conservatism (Wang, Xie, and Xin, 2014), and the riskiness of the firm’s
investment and financing policies (Cassell et al., 2012). In addition, inside debt holdings are
positively associated with firm cash holdings (Liu, Mauer, and Zhang, 2014) and abnormal bond
returns at merger and acquisition (M&A) announcements (Phan, 2014), and negatively associated
with cash holding value (Liu et al., 2014) and abnormal stock returns at M&A announcements
(Phan, 2014).

When capital structure policy is considered, the literature provides mixed results. Sundaram and
Yermack (2007) confirm a positive relationship between the dollar amount of CEO’s inside debt
and firm leverage, while Cassell etal. (2012) demonstrate a negative association between a CEO’s
inside debt-to-equity ratio and firm leverage. However, due to data availability constraints, these
initial investigations were largely cross-sectional and unable to consider the dynamics of capital
structure that has been the core of recent capital structure studies (Flannery and Rangan, 2006;
Lemmon et al., 2008; Faulkender et al., 2012; Morellec, Nikolov, and Schurhoff, 2012; Elsas
and Florysiak, 2015). The cross-sectional relationship between firm capital structure and CEO’s
compensation structure, both highly persistent, may develop simply because they are determined
by a set of common factors. Exploring the dynamics of capital structure could mitigate this
























not be offered for a variety of different reasons (Sundaram and Yermack, 2007), one possible
explanation that firms avoid this type of compensation could be related to the unintended adverse
incentive effect it offers against shareholders (i.e., the effect of aggravating managerial risk
aversion). Overall, zero inside debt represents the censoring point of the variable. It is of interest
to determine whether these firms are different from firms that use inside debt in their CEOs’
compensation packages.

In Table I1, we present the comparison between firms with zero CEO’s inside debt and those with
nonzero inside debt in terms of capital structure, inside debt, and CEO and firm characteristics.
For each variable, the mean and median are reported for both subsamples and the differences in
mean and median are shown in the last two columns on the right. Two sample r-tests and two
sample Brown-Hood tests, respectively, are employed to determine the statistical significance of
the differences in mean and median. Firms that use debt-type compensation borrow more, have
higher CEO Vega/Delta Ratios are greater in size, more profitable, own more tangible assets, have
lower depreciation of assets, invest less in R&D, and are more likely to pay dividends. Essentially
larger, more mature firms are more likely to use debt-type compensation. These firms have
relatively older CEOs, but they are not much different from their zero inside debt counterparts
in terms of CEQ Tenure, board independence, or Institutional Ownership despite the statistical
significance of some of the differences. In short, firms that use debt-type compensation differ
from those that do not in firm characteristics, but not necessarily in CEO characteristics and
corporate governance.

It is worth noting that even zero inside debt firms, which commonly offer equity-type com-
pensation to their CEOs, could suffer from managerial conservatism for two reasons. First, it is
difficult to kill two birds with one stone. While equity-type compensation often seeks to induce
effort it unlikely cures managerial conservatism completely at the same time. Second, the risk-
shifting effect of equity compensation stems from the convexity of its payoff, which is probably
not adequate to align managers’ preference with shareholders who face similar convex payoffs
as managers are underdiversified when compared to sharcholders. Therefore, despite their equity
compensation, managers could still use less financial leverage than shareholders desire and be
reluctant to adjust leverage when it is below the shareholders’ desired level.

C. CEOQ’s Inside Debt and Level of Firm Leverage: Univariate Analysis

We examine the correlation between the firm’s debt ratio and the CEO’s inside debt ratio in
Table III. A fairly large positive correlation (o at the level of 0.2) exists between the firm’s debt
ratio and the concurrent CEO’ inside debt ratio, as well as the lagged CEO’s inside debt ratio.
The components of CEO’ inside debt, pensions, and deferred compensation are also positively
correlated with the firm’s debt ratio. The change in firm’s debt ratio and CEO’s inside debt ratio
has a positive coefficient of 0.33. All of these positive associations could stem from common
factors that determine both variables, such as firm characteristics and time effects. When we
review the correlations of the change in the firm’s debt ratio with both the levels of the firm’s debt
ratio and the CEO’s inside debt ratio, we find interesting contrasts. The change in the firm’s debt
ratio is positively associated with the level of the concurrent firm’s debt ratio and CEO’s inside
debt, slightly negatively associated with the level of the firm’s debt ratio in the previous period
{p = —0.08), but much more strongly negatively correlated with the level of the CEO’ inside
debt ratio in the previous period (p = —0.27). Its correlations with lagged CEO pensions and
deferred compensation are also negative (p = —0.20 and —0.19, respectively). The patterns in the
correlations seem to indicate that despite the possible presence of common drivers for both firm













































Appendix A: Variable Definitions

Variable Definition

Firm Market Debt Ratio Total book debt/(total book debt + market equity), where total
debt is the sum of long-term debt and notes payable, and
market equity is found as the product of the number of
shares outstanding and share price at the fiscal year-end.

Firm Book Debt Ratio Total book debt/(total book debt + book equity), where total

CEO Inside Debt Ratio

CEO Debt/Equity Ratio

CEO/Firm Relative Debt Ratio

CEO Pension Benefits

CEO Deferred Compensation

CEO Vega/Delta Ratio

CEO Age

CEO Tenure
Independent Directors
Institutional Ownership

Total Assets ($million)
Market-to-Book Ratio

Profitability

Asset Tangibility
Depreciation

R&D

R&D Missing Dummy
Dividend Payer Dummy

debt is the sum of long-term debt and notes payable.

CEO’s inside debt holdings, including pension and deferred
compensation, divided by total compensation. Inside debt
holdings are the sum of the present value of accumulated
pension benefits and deferred compensation. CEO total
compensation also includes the value of stock and stock
options. Stock value is calculated by multiplying the number
of shares held (including restricted shares) by the stock price
at the firm’s fiscal year-end. Following Cassel et al. (2012),
we apply the Black-Scholes (1973) option valuation formula
for each individual tranche of options held by the CEO and
sum the tranche value to a grand total.

CEO’s debt-type compensation divided by equity-type
compensation.

CEO’s inside debt ratio/firm debt ratio. It is set to the median
value (0.295) in case both CEO’s debt ratio and firm’s debt
ratio are zero, and set to the 99th percentile value (46.48) if
the CEO’s debt ratio is positive, while firm’s debt ratio is
Zero.

CEO pension benefits divided by total compensation.

CEO deferred compensation divided by total compensation.

The ratio of the Vega (the sensitivity of the value of the CEO’s
accumulated equity-based compensation to a 1% change in
the volatility of stock prices) to the Delfa (the sensitivity of
the value of the CEO’s accumulated equity-based
compensation to a 1% change in the stock price) (Grant,
Markarian, and Parbonetti, 2009). Vega and Delta are
calculated following Core and Guay (2002).

The age of the CEO.

The tenure of the CEO.

The percentage of independent directors on the board.

The percentage of common shares owned by institutional
investors.

Total assets in million 2005 constant dollars.

(Market value of common equity + book value of debt +
preferred stock - deferred tax and investment tax
credit)/book value of assets.

Operating income before depreciation divided by total assets.

Property, plant, and equipment divided by total assets.

Depreciation and amortization divided by total assets.

R&D divided by total assets. Set to zero if missing.

Equal to one it R&D is not reported, and zero otherwise.

Equal to one for dividend payers, and zero for nonpayers.







References
Amihud, Y. and B. Lev, 1981, “Risk Reduction as a Managerial Motive for Conglomerate Mergers,” Bell
Journal of Economics 12, 605-617.

Anantharaman, D., V.W. Fang, and G. Gong, 2014, “Inside Debtand the Design of Corporate Debt Contracts,”
Management Science 60, 1260-1280.

Bebchuk, L.A. and R.J. Jackson, Jr., 2005, “Executive Pensions,” Journal of Corporation Law 30, 823-855.

Berger, P, E. Ofek, and D. Yermack, 1997, “Managerial Entrenchment and Capital Structure Decisions,”
Journal of Finance 52, 1411-1438.

Black, F. and M. Scholes, 1973, “The Pricing of Options and Corporate Liabilities,” Journal of Political
Economy 81, 637-654.

Blundell, R. and S. Bond, 1998, “Initial Conditions and Moment Restrictions in Dynamic Panel Data
Models,” Journal of Econometrics 87, 115-143.

Cassell, C.A., S.X. Huang, J. M. Sanchez, and M.D. Stuart, 2012, “Secking Safety: The Relation between
CEO Inside Debt Holdings and the Riskiness of Firm Investment and Financial Policies,” Journal of
Financial Economics 102, 588-610.

Coles, J.L., N.D. Daniel, and L. Naveen, 2006, “Managerial Incentives and Risk-Taking,” Journal of Finan-
cial Economics 79, 431-468.

Cook, D. and T. Tang, 2010, “Macroeconomic Conditions and Capital Structure Adjustment Speed,” Journal
of Corporate Finance 16, 73-87.

Core, J. and W. Guay, 2002, “Estimating the Value of Employee Stock Option Portfolios and Their Sensi-
tivities to Price and Volatility,” Journal of Accounting Research 40, 613—-630.

Dang, V.A., M. Kim, and Y. Shin, 2015, “In Search of Robust Methods for Dynamic Panel Data Models in
Empirical Corporate Finance,” Journal of Banking and Finance 53, 84-98.

DeAngelo, H. and R. Roll, 2015, “How Stable are Corporate Capitals?” Journal of Finance 70, 373-418.
Edmans, A. and Q. Liu, 2011, “Inside Debt,” Review of Finance 15, 75-102.

Elsas, R. and D. Florysiak, 2015, “Dynamic Capital Structure Adjustment and the Impact of Fractional
Dependent Variables,” Journal of Financial and Quantitative Analysis 50, 1105-1133.

Fama, E.F. and K.R. French, 2002, “Testing Tradeoft and Pecking Order Predictions About Dividends and
Debt,” Review of Financial Studies 15, 1-33.

Faulkender, M.W., M.J. Flannery, K.W. Hankins, and J.M. Smith, 2012, “Cash Flows and Leverage Adjust-
ments,” Journal of Financial Economics 103, 632-646.

Finlay, K., L.M. Magnusson, and M.E. Schaffer, 2013, Weakiv: Weak-Instrument-Robust Tests and Confi-
dence Intervals for Instrumental-Variable (IV) Estimation of Linear, Probit and Tobit Models. Available
at: http://ideas.repec.org/c/boc/bocode/s457684 html. Retrieved Oct. 18, 2016.

Flannery, M.J. and K.W. Hankins, 2013, “Estimating Dynamic Panels in Corporate Finance,” Journal of
Corporate Finance 19, 1-19.

Flannery, M.J. and K.P. Rangan, 2006, “Partial Adjustment toward Target Capital Structures,” Journal of
Financial Economics 79, 469-506.

Gormley, T. and D.A Masta, 2016, “Playing it Sate? Managerial Preferences, Risk, and Agency Conflicts,”
Journal of Financial Economics 122, 431-455.


http://ideas.repec.org/c/boc/bocode/s457684.html

Grant, J., G. Markarian, and A. Parbonetti, 2009, “CEO Risk-Related Incentives and Income Smoothing,”
Contemporary Accounting Research 26, 1029-1065.

Guay, W, 1999, “The Sensitivity of CEO Wealth to Equity Risk: An Analysis of the Magnitude and
Determinants,” Journal of Financial Economics 53,43-71.

Hirshleifer, D. and A.V. Thakor, 1992, “Managerial Conservatism, Project Choice, and Debt,” Review of
Financial Studies 5, 437-470.

Holmstréom, B., 1999, “Managerial Incentive Problems: A Dynamic Perspective,” Review of Economic
Studies 66, 169—182.

Hovakimian, A. and G. Li, 2012, “Is the Partial Adjustment Model a Useful Tool for Capital Structure
Research?” Review of Finance 16, 733-754.

Huang, R. and J. Ritter, 2009, “Testing Theories of Capital Structure and Estimating the Speed of Adjust-
ment,” Journal of Financial and Quantitative Analysis 44, 237-271.

Iliev, P. and I. Welch, 2010, “Reconciling Estimates of the Speed of Adjustment of Leverage Ratios,” UCLA
Working paper.

Jalilvand, A. and R.S. Harris, 1984, “Corporate Behavior in Adjusting to Capital Structure and Dividend
Targets: An Econometric Study,” Journal of Finance 39, 127-145.

Jensen, M.C. and W.H. Meckling, 1976, “Theory of the Firm: Managerial Behavior, Agency Costs and
Ownership Structure,” Journal of Financial Economics 3, 305-360.

Klein, W.A. and J.C. Coftee, Jr., 1996, Business Organization and Finance: Legal and Economic Principles,
6th Ed., Westbury, NY, Foundation Press, 266-267.

Korajezyk, R. and A. Levy, 2003, “Capital Structure Choice: Macroeconomic Conditions and Financial
Constraints,” Journal of Financial Economics 68, 75-109.

Lazear, E., 1979, “Why Is There Mandatory Retirement?” Journal of Political Economy 87, 1261-1284.

Lazear, E., 1983, “Pensions as Severance Pay,” in Z. Bodie, J. Shoven, and D. Wise, Eds. Financial Aspects
of the United States Pension System, Chicago, [L, University of Chicago Press, 57-85.

Lemmon, M.L., M.R. Roberts, and J.F. Zender, 2008, “Back to the Beginning: Persistence and the Cross-
Section of Corporate Capital Structure,” Journal of Finance 63, 1575-1608.

Liao, L., T. Mukherjee, and W. Wang, 2015, “Corporate Governance and Capital Structure Dynamics: An
Empirical Study,” Journal of Financial Research 48, 169—191.

Liu, Y., D.C. Mauer, and Y. Zhang, 2014, “Firm Cash Holdings and CEO Inside Debt,” Journal of Banking
of Finance 42, 83—-100.

Loudermilk, M.S., 2007, “Estimation of Fractional Dependent Variables in Dynamic Panel Data Models
with an Application to Firm Dividend Policy,” Journal of Business and Economic Statistics 25, 462—472.

Merton, R., 1973. “Theory of Rational Option Pricing,” Bell Journal of Economics and Management Science
4, 141-183.

Morellec, E., B. Nikolov, and N. Schurhoff, 2012, “Corporate Governance and Capital Structure Dynamics,”
Journal of Finance 67, 803—848.

Pagan, B., 1984, “Econometric Issues in the Analysis of Regressions with Generated Regressors,” Interna-
tional Economic Review 25, 221-247.

Phan, H.V,, 2014, “Inside Debt and Mergers and Acquisitions,” Journal of Financial and Quantitative
Analysis 49, 1365-1401.



Roberts, M.R. and T.M. Whited, 2013, “Endogeneity in Empirical Corporate Finance,” in G. Constan-
tinides, M. Harris, and R. Stulz, Eds. Handbook of the Economics of Finance, Vol. 2, Amsterdam, The
Netherlands, North Holland.

Serfling, M.A., 2014, “CEO Age and the Riskiness of Corporate Policies,” Journal of Corporate Finance
25, 251-273.

Smith, C.W. and R.M. Stulz, 1985, “The Determinants of Firms’ Hedging Policies,” Journal of Financial
and Quantitative Analysis 20, 391-405.

Sundaram, R.K. and D.L. Yermack, 2007, “Pay Me Later: Inside Debt and its Role in Managerial Compen-
sation,” Journal of Finance 62, 1551-1588.

Wang, C., F. Xie, and X. Xin, 2014, “Managerial Ownership of Debt and Corporate Financial Reporting,”
Chinese University of Hong Kong Working paper.

Warr, R.S., WB. Elliot, J. Koéter-Kant, and O. Oztekin, 2012, “Equity Mispricing and Leverage Adjustment
Costs,” Journal of Financial and Quantitative Analysis 47, 589-616.

Wei, C. and D. Yermack, 2011, “Investor Reactions to CEOs’ Inside Debt Incentives,” Review of Financial
Studies 24, 3813-3840.

Post-print standardized by MSL Academic Endeavors, the imprint of the
Michael Schwartz Library at Cleveland State University, 2020



	CEO’s Inside Debt and Dynamics of Capital Structure
	Publisher's Statement
	Recommended Citation

	CEO&#x00027;s Inside Debt and Dynamics of Capital Structure

