Accepted Manuscript

Journal of
BANKING
& FINANCE

Risk and performance of bonds sponsored by private equity firms

Xiaping CAO , Konan Chan, Kathleen Khale

Pl S0378-4266(18)30118-3

DOI: 10.1016/j.jbankfin.2018.05.018

Reference: JBF 5360 =
To appear in: Journal of Banking and Finance

Received date: 13 January 2017

Revised date: 17 May 2018

Accepted date: 30 May 2018

Please cite this article as: Xiaping CAO, Konan Chan, Kathleen Khale, Risk and performance
of bonds sponsored by private equity firms, Journal of Banking and Finance (2018), doi:
10.1016/j.jbankfin.2018.05.018

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.jbankfin.2018.05.018
https://doi.org/10.1016/j.jbankfin.2018.05.018

Risk and performance of bonds sponsored by private equity firms

Abstract

The bond market is an important source of financing for Private Equity (PE) sponsored
transactions. Using the methodology suggested by Bessembinder et al. (2009); we find
that PE-sponsored bonds underperform comparable benchmarks. This is especially true
for bonds with credit ratings below investment grade and those issuedwin hot bond
markets. Furthermore, bonds sponsored by more experienced “PE / groups (PEGS)
underperform bonds associated with less experienced PE groups; while, bonds backed by
investment bank-affiliated PEGs underperform bonds sponsored by other PEGs. These
findings highlight the risk and return relationship in the high-yield bond market related to
leveraged buyouts (LBOs) and PEGs.
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