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Abstract
We model the debt maturity choice of firms in the presence of fixed issuance costs
in the primary market and search frictions in the secondary market for debt. In
the secondary market, short maturities improve the bargaining position of sellers,
which reduces the required issuance yield. Long maturities reduce reissuance costs.
The optimally chosen maturity trades off both considerations. Equilibrium exhibits
inefficiently short maturity choices. An individual firm does not internalize that a
longer maturity increases expected gains from trade in the secondary market, which
attracts more buyers and, hence, facilitates the sale of debt issued by other firms.
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Oehmke, Ailsa Röell, Giorgia Piacentino, Tano Santos, Enrique Schroth, Joel Shapiro, David Skeie, Javier
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Pérez-Esteve for enlightening conversations about the institutional set-up and functioning of debt markets.
Max Bruche gratefully acknowledges financial support from the European Commission under Framework
Programme 7 Marie Curie Career Integration Grant 334382. Part of this research was conducted while
Anatoli Segura was the beneficiary of an AXA research grant. The views expressed in this paper are our
own and do not necessarily coincide with those of the Bank of Italy.

1



Download English Version:

https://daneshyari.com/en/article/5100501

Download Persian Version:

https://daneshyari.com/article/5100501

Daneshyari.com

https://daneshyari.com/en/article/5100501
https://daneshyari.com/article/5100501
https://daneshyari.com

