FAEREARHARAE AR EMAR T ERRRE

HE K I KKK LK I IR IR I IL IR LI I K
S g
% EARKR BRRETE -RRBEFERR %
$¢  Asset Substitution, Risk Management, and Optimal Capital Structure  $%¢
$E T 3 K K S S OO R SO RO PO O K I K

HEHEY DEniddE  O¥eaE
3+ & 43 © NSC 89—2416—H—002— 068
PATHH CRES£8 A1 RERBOETH31 A

#HEXHA BHLH
HEEHAER

ARRME QI UT RUR 2R
CIAL B 5h i 2 Kot B o F s —f
Ot A E & 2 S8 SHRE—
OL FEREHFTRACERERBEZAXSE &
OamerA Rt ERAMAEREE 0

BATEMR B &M AR2RARXERFARA

E-mail : jbjou@ccms.ntu.edu.tw

+ % B B 9 # 7 B 31 H



TERBARAZZRTRTEAARHERRRSE
FEAXAKR BBt -RAEHAHFERR
Asset Substitution, Risk Management, and Optimal Capital Structure
#HE 4k - NSC 89—2416—H—003 — 051

HATHMR 89 F8 A1 BEWETAHA3 A

ERARGH

HyeBALERERALMN

REEZHA 7 BRARWEREAREL H#H
HEFEAR  MAR BLISBARIAIEAEAEL

—FXHE

AHEUEBREAAFZERLERETH
mEET o RARE - REAM  REAR
FEHEHARLMERE - TXRAHRE
EZRAR  MAFRALRE LK
¥ MEBEFATREREREAREF
BRFEAK - A3 EFR (ODRERER
BHE TREAL ) HRE THRELLI
HHTHITAS  REREMN D Q)R
HEBRBHER TEFASKR, AL FEHE
Ao igir#s  #RERBRAROHKR
& QAT RAZERERAREABRAN
B EmEREAREBETARNBZENR
BWREFRRARKBEALT » RMEBRHE
FHERAEESBATEER DT EH
AREBE -HERE  BEREEZT=HAA
REGVEHER  rHFRALREEEZRE
BRAEEHALZBRELOERESR -
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Abstract

This project compares the
financing, capacity, and risk choices of the
first-best firm with those of the second-best
firm. The former simultaneously determines
these three choices, and the latter decides its
debt level first, then simultaneously
determines its capacity and its risk level.
Four main findings are as follows: (1) The
second-best firm has the “underinvestment”
problem, i.e., it chooses a smaller capacity as
issuing more bonds; (2) The second-best firm

debt

has the “asset substitution™ problem, i.e., it
chooses a higher risk level of investment as
issuing more bonds; (3) Due to the above two
problems, given that both firms choose the
same capacity and risk level, the second-best”
firm will issue fewer bonds than the first-best
firm; (4) However, the results concerning the
debt financing, capacity, and risk choices
between these two firms are indefinite when
allowing interactions among these three
choices. :
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