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中 文 摘 要 ： 公司發行債券的金額受到公司信用評等, 提供的殖利率, 及

債券價格價差的影響. 

中文關鍵詞： 債券發行, 一般動差法 

英 文 摘 要 ： The amount of debt issuance of the firms depends on 

the credit rating, yield to offer, and the spread. 

英文關鍵詞： bond issuance, GMM 
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Shwu-Jane Shieh 

National ChengChi University 

 

I. Introduction 

There are huge literature document the determinants which affect the leverage ratio of each firm in the security market. Firm’s capital structure is influenced 

by many kinds of characteristics of the firm. For example, some document that CEO risk aversion is negatively related to the leverage ratio of the firm 

(Lemmon, Roberts, and Zender (2008)). Titman and Wessels (1988), Rajan and Zingales (1995), Fama and French (2002) and Cheng and Zhang (2008) all 

report a positive cross-sectional relation between leverage and firm size. There are some literature which focus on the capital structure decisions in the presence 

of management entrenchment. Novaes and Zingales (1995), Zwiebel (1996), Subramanian (2002), and Morellec(2004) provide formal models of a manager’s 

capital structure choice when ownership is separated from control and mangers are entrenched for exogenous reasons recognizing that they can be fired if the 

firm goes bankrupt. In these papers, firm’s capital structure is determined by entrenched managers who are worrying their job security. The relationship 

between capital structure choice and employee’s compensation and incentives is documented in many other papers. Chang (1992, 1993) identifies new benefit 

of debt that reinforces its fax benefit. Butt-Jaggia and Thakor (1994) and Dell’Ariccia and Marquez (2010) both argue that debt is costly because it limits the 
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firm’s ability to write long-term labor contracts. 

Some emphasis agency benefits due to reductions in free cash flow (Jensen (1986)) against the cost of debt. Here they formulate the cost of debt as the direct 

costs of bankruptcy (Warner (1977) and Weiss (1990)). 

Empirically, the literature usually investigates the relationship of leverage on a set of variables by using regression analysis. The variables represent the 

benefits and costs of debt (Haris and Raviv (1991), Rajan and Zingales (2003), and Frank and Goyal (2004)). 

This study examines the firm’s capital structure by looking at the success likelihood of the debt issuance employed by the firm. In particular, we investigate 

the firms’ decision of debt issuance as a function of the characteristics of the firm. Armed with generalized method of moment (GMM) technique, we conclude 

that the amount of debt issuance is significantly affected by interest expenses, credit rating of the bond, yield to offer, and the spread of the bond prices. 

Nevertheless, the amount of debt issuance for each firm determines the capital structure of the firm.  

In this study, we propose some factors which influence firm’s financing decision and have not been documented in the existing literature. As the manager of 

the firm, he or she might have a goal from the board to raise some amount of capital to fulfill some certain project of the firm. In order to meet the capital 

demand of the firm, managers must consider the amount of debt issuance seriously. Sometimes, these factors might be more important than any other factors 

proposed by other studies.  

This paper is organized as follows. Section 2 gives short description of the data we use. The empirical results are summarized in Section 3.   
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Table 1: Summary statistics for the variables 
 
 

 
 
 
 
 

 AMT CONCES COUPON FEEmgt FEEudwri GSPREAD INTCOST PrOFFER YdOFFER REALW SPREAD 

 Mean 335.74  0.46  7.53  0.21  0.21  0.99  7.95  98.99  7.64  0.24  182.23  

 Median 150.00  0.40  7.10  0.13  0.14  0.65  7.39  99.90  7.18  0.25  115.00  

 Maximum 7897.60  8.00  19.00  3.00  1.80  15.25  53.81  130.53  19.00  5.00  1755.00  

 Minimum 0.20  0.00  0.38  0.00  0.00  0.00  0.34  3.10  0.32  0.00  -964.00  

 Std. Dev. 573.58  0.40  2.42  0.23  0.22  0.97  2.75  5.88  2.51  0.15  177.88  

 Skewness 4.74  5.31  0.76  4.76  3.53  2.25  1.89  -8.18  0.74  13.42  1.68  

 Kurtosis 35.49  57.72  4.05  35.73  16.44  11.86  22.90  78.80  3.91  300.48  8.14  

            

 Jarque-Bera 4.91E+05 8.00E+05 1320.04  1.29E+05 2.57E+04 3.50E+04 1.32E+05 2.37E+06 1074.57  2.12E+07 1.32E+04 

 Probability 0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  

            

 Sum 3.46E+06 2845.55  6.98E+04 548.42  557.28  8433.13  6.16E+04 9.35E+05 6.57E+04 1349.14  1.53E+06 

 Sum Sq. 

Dev. 
3.39E+09 990.85  5.42E+04 145.23  124.21  8068.37  5.84E+04 3.26E+05 5.40E+04 133.62  2.66E+08 

            

 Observations 10292 6180 9259 2670 2675 8494 7748 9445 8595 5699 8406 
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Definition of each variable: 
 
CONCES: Selling Concession as % of Principal Amount - in this Mkt 
Portion of the gross spread (see G) allocated to the selling group (lead, co-managers and syndicate members), expressed as a percentage of the domestic 
principal amount offered (AMT); equal to the discount at which securities are allocated to the selling group for resale to the investing public minus the offer 
price. 
 
Coupon  
The interest rate on a debt security the issuer promises to pay to the holder until maturity, expressed as an annual percentage of face value. For example, a 
bond with a 10% coupon will pay $10 per $100 of the face amount per year. For loans that are not fixed in interest this field is flagged as float. For fixed 
coupon rates this field indicates set interest rate borrower will pay the lender until maturity. 
 
FEEmgt: Management Fee as % of Principal Amount 
Portion of the gross spread (see G) that is paid to the lead manager(s), expressed as a percentage of the domestic principal amount offered (see AMT). 
 
FEEudwri: Underwriting Fee as % of Principal Amount 
Portion of underwriting fee to be paid to the lead and co-managers who were part of the purchasing group, expressed as a percentage of principal amount. 
 
GSPRAD: Gross Spread as % of Principal Amount This Market  
Total manager's fee, expressed as a percentage of the domestic principal amount offered (see AMT). The fee is shared among lead managers, co-managers, 
and syndicate group. Includes management fee (portion payable to lead manager - see MGTPCT), underwriting fee (portion payable to co-managers - see 
UNDPCT), and selling concession (portion payable to syndicate - see SCPCT). 
 
YdOFFER: Offer Yield to Maturity/Put (%) 
For convertible and non-convertible debt, this is the rate of return an investor will receive if the security is held to the first maturity date; use PYLD (preferred 
yield) for yield for preferred stock. 
 
Reallowance Fee as % of Principal Amount 
Fee paid to secondary sellers of the securities, expressed as a percentage of the domestic principal amount offered (see AMT). 
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Figure 1: S&P 500 closed prices, the number of issuance, and the total amount of debt issuance. 
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II. Data and Methodology 
 
We collect all debt issuance of the firms listed in NYSE and NASDAQ from 1985 to 2009 from the SDC data base. After deleting some missing values, we have 
10292 as a total sample observation for the amount of total issuance for all the firms. As we can see from Figure 1, the S&P 500 closed prices increases 
gradually and the total amount of debt issuance of all the listed firms moves upward smoothly with a sharp peak starting from 2005. But the number of debt 
issuance stays stationary without significant trend over time. It implies that the companies are likely to raise capital by issuing debt with larger amount but 
less frequently. In particular, during the last bull market beginning from 2005, the total amount of issuance boomed dramatically even if there was financial 
crisis dated from 2007. 
  
III. Empirical results 
 
The estimation results for the coefficients of the regression equation are summarized in Table 1. The significant independent variables include credit rating, 
spread, credit rating, and the reallowance fee paid to the secondary sellers of the bonds. The higher the credit rating of the firm is, the larger the total amount 
of debt issuance of the firm. Surprisingly, the more the spread is, the larger amount of the debt issuance will be. The possible reason is that the company 
might raise more capital once a time if it thinks its debt market is less liquid. If the reallowance fee is higher, the less the total amount of debt issuance is 
lower. 
 
The estimation results are collected in Table 3. Now there are four variables that affect the total amount of debt issuance. They are credit rating, yield to offer, 
interest costs, and the spread. As the result shows that the more the interest cost of the company is, the larger the total amount of debt issuance. The model 
is suitable to explain the total amount of debt issuance by the high probability of J-statistic. Here we have it as 0.55 for the full sample. We also divide the 
whole sample into two categories: Global and non-global companies. We obtain similar empirical results that indicate the influence of the variables on the 
total amount of the debt issuance.  
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Table 2: Empirical results from OLS 

 

OLS Estimation Results 

C 
845.01  398.29  

(701.25)  (705.99)  

CONCES 
2.74  3.43  

(19.19)  (19.14)  

COUPON 
56.06  20.52  

(41.36)  (41.94)  

GSPREAD 
17.62  3.35  

(11.47)  (11.83)  

INTCOST 
20.83  29.21  

(29.58)  (29.57)  

PrOFFER -8.65  -4.46  
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(6.89)  (6.93)  

YdOFFER 
-57.09  -28.62  

(50.20)  (50.44)  

Rating 
-17.80*  -20.19* 

(1.64)  (1.71)  

REALW 
-165.91*  -165.09*  

(52.00)  (51.89)  

SPREAD 
4.99E-04 0.44*  

(0.08)  (0.12)  

SPREAD2 
 -5.35E-04* 

 (1.12E-04) 

   

Adj R-squared 0.37  0.37  
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Table 3: GMM Estimation Results  

 
 

 Full 
Global 
Bonds 

Non-Global 
Bonds 

C 
674.89*  1385.27*  647.19*  

(102.52)  (554.67)  (103.36)  

INTCOST 
475.74*  -6107.16*  696.36*  

(263.98)  (3599.74)  (282.45)  

Rating 
-31.04*  -3.41  -28.85*  
(12.78)  (108.60)  (11.95)  

REALW 
-197.74  690.52  -301.74*  
(122.19)  (2084.27)  (135.13)  

YdOFFER 
-509.06*  6069.90*  -725.44*  
(266.98)  (3593.56)  (285.90)  

SPREAD 
0.33*  0.18  0.03  

(0.14)  (1.30)  (0.09)  

    

    Prob(J-statistic) 0.55  0.27  0.58  
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