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Debt structure and monetary policy shocks (Crouzet, 2021)

- US public corporations, quarterly data

- Monetary policy shocks: 7"

intraday change in Fed Funds futures (Kuttner, 2001)

164 FOMC announcement days, 1990q4-2007q4 (Gorodnichenko and Weber, 2016)

- Average (/) and differential (§) effects on investment:

Alog(kj;11) = o; + (macro controls) + Bnft 4 Eit

Alog(kjss1) = o; + (sector x quarter f.e.) +§ (1" x )+ i
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The response of total borrowing in Crouzet (2021)
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The response of the loan share in Crouzet (2021)

High-rated firms Low-rated firms (differential effect)
8 3
6 5
47 T B R e e
27 o —
0 [ SR Mot S SR SO SO
\ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ \
0 1 2 3 4 5 6 7 8 0 1 2 3 4 5 6 7 8
Quarter after shock Quatter after shock

7 /13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

J for firms

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

J for firms

- P(equity issuance) increases

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

J for firms

- P(equity issuance) increases

1 for firms

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

J for firms

- P(equity issuance) increases

1 for firms

- (New) loan and bond spreads increase

8/13



Further findings in Chen (2021)

Following a positive shock to the Fed Funds rate

- P(new loan|A(debt) > 0) increases

J for firms

- P(equity issuance) increases

1 for firms

- (New) loan and bond spreads increase

1 for firms (for loans, not bonds)
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- Standard equity issuance costs

- Non-standard debt financing block [borrow b/c taxes + equity issuance costs]

(I14+c)Lipyr < 01 = )kipp

issuance cost §, per unitof par L; ;4

defaultable, fairly priced debt

issuance cost & < & per unit of par D; ;4

10/ 13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

2. Which bond/loans difference matters most for MP transmission? Why?

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

2. Which bond/loans difference matters most for MP transmission? Why?

Suggestion: procyclical collateral values ?

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

2. Which bond/loans difference matters most for MP transmission? Why?

Suggestion: procyclical collateral values ?

3. This seems more like a model of “tranching”

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

2. Which bond/loans difference matters most for MP transmission? Why?

Suggestion: procyclical collateral values ?

3. This seems more like a model of “tranching”

Why is “tranching” privately optimal?

11/13



Comments on the model (1/2)

1. Loans are more collateral-intensive than bonds. But risk-free?

Suggestion:

2. Which bond/loans difference matters most for MP transmission? Why?

Suggestion: procyclical collateral values ?

3. This seems more like a model of “tranching”
Why is “tranching” privately optimal?

Suggestion: 2-period example? Other empirical proxies for L; ;1/(Li¢+1 + Di41)?

11/13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?

The first unit of bonds should carry a very low spread

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?

Very clearly procyclical in the data

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?
Very clearly procyclical in the data

Suggestion: IRFs of aggregate loan share w.r.t. MP shocks vs. TFP shocks

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?
Very clearly procyclical in the data

Suggestion: IRFs of aggregate loan share w.r.t. MP shocks vs. TFP shocks

6. Does the model get responses to MP shocks across firms right?

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?
Very clearly procyclical in the data

Suggestion: IRFs of aggregate loan share w.r.t. MP shocks vs. TFP shocks

6. Does the model get responses to MP shocks across firms right?

Suggestion: report cross-sectional IRFs and compare to data

12 /13



Comments on the model (2/2)

4. Do the smallest firms only borrow from banks? Why?
The first unit of bonds should carry a very low spread

Suggestion: report cross-sectional distribution of L; ¢ +1/(L; 41 + Djs41) w.r.t. size

5. Is the (aggregate) loan share counter-cyclical in this model?
Very clearly procyclical in the data

Suggestion: IRFs of aggregate loan share w.r.t. MP shocks vs. TFP shocks

6. Does the model get responses to MP shocks across firms right?

Suggestion: report cross-sectional IRFs and compare to data

12 /13



Conclusion

- Interesting paper

13/13



Conclusion

- Interesting paper

some novel empirical facts on MP transmission to firms

13/13



Conclusion

- Interesting paper
some novel empirical facts on MP transmission to firms

endogenous debt structure model

13/13



Conclusion

- Interesting paper
some novel empirical facts on MP transmission to firms

endogenous debt structure model

- Clearly preliminary, so lots of scope for further work

13/13



Conclusion

- Interesting paper
some novel empirical facts on MP transmission to firms

endogenous debt structure model

- Clearly preliminary, so lots of scope for further work

clarify and “clean up” empirics

13/13



Conclusion

- Interesting paper
some novel empirical facts on MP transmission to firms

endogenous debt structure model

- Clearly preliminary, so lots of scope for further work
clarify and “clean up” empirics

how should we intepret the debt structure choice?

13/13



Conclusion

- Interesting paper
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endogenous debt structure model

- Clearly preliminary, so lots of scope for further work
clarify and “clean up” empirics
how should we intepret the debt structure choice?

link empirics to model predictions more systematically
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