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Important or
very important (%)

a) 66.04

b) 59.26

c) 59.26
which we can issue is ''high''

a) 69.77

b) We issue debt when interest rates are low 44.83

c) 43.68
by the market

Most important factors influencing debt  issuance

With the use of debt we try to minimize the
weighted average cost of capital

We issue debt when our equity is undervalued

Most important factors influencing common stock  issuance

Earning per share

Maintaining a target dent-to-equity ratio

If the stock price has resently risen, the price at 
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Aaa Aa A Ba B

Target Leverage ratio 0.133 0.282 0.339 0.425 0.572
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Aaa Aa A Baa Ba

Time to maturity

T=1 0.0 0.0 0.1 2.0 50.8
T=2 0.0 2.2 9.5 44.2 230.0
T=4 0.6 33.8 71.4 159.9 385.2
T=7 7.8 89.4 141.7 233.1 401.8
T=8 11.5 102.7 155.1 242.1 393.2
T=10 19.6 122.1 172.2 249.2 371.3

5)
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��	 ��� ������ �� %���� &&�

Aaa Aa A Baa Ba

Initial leverage

  80% of target 0.0 0.0 0.1 2.0 50.8
100% of target 0.0 0.1 1.7 22.3 308.8
120% of target 0.0 1.5 12.9 115.1 1016.5

  80% of target 0.0 2.2 9.5 44.2 230.0
100% of target 0.0 10.9 38.4 143.9 576.2
120% of target 0.1 34.4 104.4 330.4 1090.9

  80% of target 0.6 33.8 71.4 159.9 385.2
100% of target 1.9 72.5 141.3 287.7 619.1
120% of target 4.5 127.6 233.4 442.3 874.1

  80% of target 7.8 89.4 141.7 233.1 401.8
100% of target 14.4 136.7 207.9 325.6 527.4
120% of target 23.0 188.8 277.9 418.7 645.7

  80% of target 11.5 102.7 155.1 242.1 393.2
100% of target 19.6 148.4 216.3 323.6 497.8
120% of target 29.5 196.8 278.8 403.2 593.7

  80% of target 19.6 122.1 172.2 249.2 371.3
100% of target 29.6 163.1 223.7 312.9 445.8
120% of target 40.9 204.0 273.5 372.3 511.5

Time to maturity: T=8

Time to maturity: T=10

Time to maturity: T=1

Time to maturity: T=2

Time to maturity: T=4

Time to maturity: T=7
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Psi (0) = 0.5 0.0 0.0 0.0 0.9 28.1
Psi (0) = 0.2 (base) 0.0 0.0 0.1 2.0 50.8
Psi (0) = -0.5 0.0 0.1 0.7 10.7 173.5

Psi (0) = 0.5 0.0 1.3 5.7 28.6 163.8
Psi (0) = 0.2 (base) 0.0 2.2 9.5 44.2 230.0
Psi (0) = -0.5 0.0 7.9 28.7 111.8 467.5

Psi (0) = 0.5 0.4 25.5 55.5 128.5 322.9
Psi (0) = 0.2 (base) 0.6 33.8 71.4 159.9 385.2
Psi (0) = -0.5 1.6 62.7 124.1 256.9 562.0

Psi (0) = 0.5 6.2 76.6 123.3 206.4 363.6
Psi (0) = 0.2 (base) 7.8 89.4 141.7 233.1 401.8
Psi (0) = -0.5 12.8 126.1 193.3 305.4 499.4

Psi (0) = 0.5 9.5 89.9 137.5 217.8 360.7
Psi (0) = 0.2 (base) 11.5 102.7 155.1 242.1 393.2
Psi (0) = -0.5 17.7 138.4 203.0 306.0 474.8

Psi (0) = 0.5 16.9 110.1 156.8 229.5 347.3
Psi (0) = 0.2 (base) 19.6 122.1 172.2 249.2 371.3
Psi (0) = -0.5 27.4 154.3 212.8 299.5 429.8

Time to maturity: T=8

Time to maturity: T=10

Time to maturity: T=1

Time to maturity: T=2

Time to maturity: T=4

Time to maturity: T=7

?$
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���
&B,�

Aaa Aa A Baa Ba

Lam=0.15 0.0 0.0 0.1 2.2 45.3
Lam=0.05 (base) 0.0 0.0 0.1 2.0 50.8
Lam=0.015 0.0 0.0 0.1 2.1 55.6

Lam=0.15 0.6 33.2 70.7 158.8 382.3
Lam=0.05 (base) 0.6 33.8 71.4 159.9 385.2
Lam=0.015 0.8 36.7 76.2 167.4 396.5

Lam=0.15 4.5 78.0 131.7 229.4 413.1
Lam=0.05 (base) 7.8 89.4 141.7 233.1 401.8
Lam=0.015 10.8 99.7 152.5 242.2 405.0

Lam=0.15 9.4 103.3 158.6 247.9 390.6
Lam=0.05 (base) 19.6 122.1 172.2 249.2 371.3
Lam=0.015 28.5 136.1 184.1 255.9 368.9

Lam=0.15 0.0 0.2 1.5 17.3 223.2
Lam=0.05 (base) 0.0 0.2 1.7 22.3 308.8
Lam=0.015 0.0 0.2 2.0 26.0 358.1

Lam=0.15 1.3 58.3 117.2 246.9 550.2
Lam=0.05 (base) 1.9 72.5 141.3 287.7 619.1
Lam=0.015 2.6 84.5 160.1 316.5 660.6

Lam=0.15 6.8 104.9 172.2 290.1 500.4
Lam=0.05 (base) 14.4 136.7 207.9 325.6 527.4
Lam=0.015 21.4 159.6 233.0 350.4 547.0

Lam=0.15 12.3 125.2 188.8 288.2 439.6
Lam=0.05 (base) 29.6 163.1 223.7 312.9 445.8
Lam=0.015 45.2 188.3 246.9 330.8 454.3

Time to maturity: T=7

Time to maturity: T=10

Time to maturity: T=10

Panel B: Initial leverage ratio is equal to the target leverage ratio
Time to maturity: T=1

Time to maturity: T=4

Panel A: Initial leverage ratio is 80% of the target leverage ratio

Time to maturity: T=1

Time to maturity: T=4

Time to maturity: T=7
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Gama=0.30 0.0 0.0 0.2 2.7 58.6
Gama=0.20 (base) 0.0 0.0 0.1 2.0 50.8
Gama=0.10 0.0 0.0 0.1 1.5 43.6

Gama=0.30 0.0 3.2 12.4 52.6 250.0
Gama=0.20 (base) 0.0 2.2 9.5 44.2 230.0
Gama=0.10 0.0 1.5 7.2 36.7 210.2

Gama=0.30 1.0 40.8 82.1 174.8 401.0
Gama=0.20 (base) 0.6 33.8 71.4 159.9 385.2
Gama=0.10 0.4 27.7 61.6 145.4 368.9

Gama=0.30 10.3 99.4 153.0 244.4 409.3
Gama=0.20 (base) 7.8 89.4 141.7 233.1 401.8
Gama=0.10 5.8 80.0 130.8 221.9 393.9

Gama=0.30 14.7 112.5 165.6 251.9 399.1
Gama=0.20 (base) 11.5 102.7 155.1 242.1 393.2
Gama=0.10 8.9 93.3 144.8 232.2 387.1

Gama=0.30 23.9 131.1 181.1 256.6 374.8
Gama=0.20 (base) 19.6 122.1 172.2 249.2 371.3
Gama=0.10 16.0 113.4 163.5 241.8 367.6

Time to maturity: T=8

Time to maturity: T=10

Time to maturity: T=1

Time to maturity: T=2

Time to maturity: T=4

Time to maturity: T=7
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Aaa Aa A Baa Ba

Corr =0.9 0.0 0.0 0.2 3.0 62.4
Corr =0.5  (base) 0.0 0.0 0.1 2.0 50.8
Corr = -0.5 0.0 0.0 0.0 0.6 26.5

Corr =0.9 0.0 3.5 13.3 55.4 257.6
Corr =0.5  (base) 0.0 2.2 9.5 44.2 230.0
Corr = -0.5 0.0 0.5 3.0 20.4 157.1

Corr =0.9 1.1 42.4 84.7 178.7 406.5
Corr =0.5  (base) 0.6 33.8 71.4 159.9 385.2
Corr = -0.5 0.1 15.0 39.1 108.3 321.3

Corr =0.9 10.7 101.4 155.5 247.2 412.1
Corr =0.5  (base) 7.8 89.4 141.7 233.1 401.8
Corr = -0.5 2.4 57.2 102.5 190.7 370.0

Corr =0.9 15.3 114.5 167.9 254.4 401.4
Corr =0.5  (base) 11.5 102.7 155.1 242.1 393.2
Corr = -0.5 4.1 69.9 117.7 204.6 368.4

Corr =0.9 24.6 132.9 183.0 258.5 376.3
Corr =0.5  (base) 19.6 122.1 172.2 249.2 371.3
Corr = -0.5 8.6 90.8 139.8 220.6 356.3

Time to maturity: T=8

Time to maturity: T=10

Time to maturity: T=1

Time to maturity: T=2

Time to maturity: T=4

Time to maturity: T=7
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A �� 	��
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Aaa Aa A Baa Ba

Average market 55 65 96 158 320
yield spread 

% of spreads due to default
Our model 1.1% 4.1% 12.6% 36.5% 84.5%
LS model 1.5% 7.0% 7.8% 16.1% 46.6%
CDG model 0.1% 9.7% 10.3% 19.7% 52.5%
Merton model 0.2% 1.1% 5.0% 21.0% 65.5%

Average market 63 91 123 194 320
yield spread

% of spreads due to default
Our model 40.7% 44.1% 53.9% 65.4% 84.9%
LS model 9.6% 9.4% 11.8% 19.9% 48.1%
CDG model 18.2% 16.4% 18.3% 26.9% 57.1%
Merton model 11.9% 16.6% 26.3% 41.6% 73.6%

Time to maturity: T=4

Time to maturity: T=10
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