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Measuring Credit Risk and Modeling Chapter 11
Proceedings of the U.S Bankruptcy Code Under the
Jump-Diffusion Process

Student : Ting-Tien Ke Advisor : Dr. Tian-Shyr Dai

Abstract

Evaluating the equity value, debt value and leveraged firm value is a significant
issue in measuring optimal capital structure and credit risk. The global financial crisis
had greatly weakened the financial status of many companies and caused some
companies applying for Chapter 11 -of the U.S. Bankruptcy Code for bankruptcy
protection. Thus, the effects-of filing for Chapter 11 play an important role in credit
risk studies. Broadie, Chernov-and Sundareasan (2007) -and Broadie and Kaya (2007)
model the Chapter 11 proceedings by the structural model with an exogenous
bankruptcy barrier. This thesis models endogenous bankruptcy barriers--- the default
and liquidation decisions are determined by considering equity and debt holders’
decisions in order to maximize themselves benefits. The firm value is assumed to
follow the jump-diffusion process to generate larger short-term credit spread than the

lognormal diffusion process to fit the market observations.

Keywords: Credit risk, Structural model, Jump-Diffusion process, Debt strategy

service, Bankruptcy protection, Bankruptcy barriers.
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2.1 Lognormal Diffusion Process
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3.1.1 Leland (1994)
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3.1.2 Broadie and Kaya (2007)
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T ORIFHE A T H S 0 & LS bankruptcy with Immediate Liquidation -

Bankruptcy with Grace Period and Bargaining:- # ‘Bankruptcy with Grace Period,
Automatic Stay and Arrears Account. °

3.1.2.1 Bankruptcy with Immediate Liquidation
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[ E[-1,0,0]=V,[-1,0,0]+ 5, —(1-7)C'A, - P
¥ V,[-1,0,0]+ 68, >(1-7)C'A, + P » R|| D[-1,0,0]=C'A, + P

| F[-1,0,0]=V,[-1,0,0]+ 6, + zC'A,
[E[-1,0,0]=0

¥ V,[-1,0,0]+ 68, <(1-7)C'A, + P > Bl| D[-1,0,0]= (1-a)(V,[-1,0,0]+6,)

| F[-1,0,0] = (1-a)(¥V;[-1,0,0]+ 5,)

(10)
BFJI* 5402 (backward induction) $7IRF TR L L F A B E o
E=e¢"™(p,E[-1,0]+ p,E,[-1,0])
D=¢"(p,D,[-1,0]+ p,D,[-1,0] (1

FIRARIL N A B VFE > ERABZAFE L FHEAMEFE ST ER
IS ERE SRR EoP I 5

E[-1,0,01=E +5 —(1-7)C'A,
£ E+6,2(1-1)C'A, 2 D[-1,0,0]=D+C'A,

F[=1,0,0]=D+E+5, +7C'A,

E[=1,0,0]=0 (12)

|| D[-1,0,0]=(1-a)(V;[-1,0,0]+0,)
| F[-1,0,0]=(1-a)(V,[-1,0,0]+5,)

2 E+68,<(1-1)C'A, - 8

3.1.2.2 Bankruptcy with Grace Period and Bargaining

AP HRARE FIMHAR ST €S P AFE 2PV AW R ERE D
POFOPARNEUPPM LS DT ERTE cBR V- PARARM
o 5% Lfﬁ.ﬁﬁ;ﬁﬁm\/’f l%mo B A ELY P R AL 0 AT
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3) V,[-1,0,0]1<V, » 2 & Atk

\?m
3
[o=3

P ELA XS L AFE % Nash bargaining game v 1§ A3 0 2 54 19
PR EFRA R a2 AT RSB E o KT A TRRE A4 L o 0 GRS
B l-po BEESF B ELd ML B F A 2 sharingrule 6 £ %, 05 BLAPF
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) e
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(1-0")F[-1,0,0]1= (1-n)(F[-1,0,0] - (1—a)V,)) + (1- &)V, (16)
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BiEsd 2P HEF o
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£ V,[-1,0,0]1+68, >(1-7)C'A, +P > R

£ V.[-1,0,0]+5, <(1-7)C'A, +P > B

[ E[-1,0,0]=V,[-1,0,0]+ 5, —(1-7)C'A, - P
D[-1,0,0]=C'A, + P

| F[-1,0,0]=V,[-1,0,0]+ 6, +C'A,

[E[-1,0,0]=0

D[-1,0,0]=(1-a)(V,[~1,0,0]+5,)

| F[-1,0,0] = (1-a)(¥V;[-1,0,0]+ 5,)

(17)

@) % V[-L001<V, » 2P 5B p gAFE > FAH R 2P EheT

F[-1,7,0]=(A-a)(V;[-

B) ¥ V[-10,0]=V, » 2P A

1,0,01+57) forj={L-,g| a18)

V; e(q—W)Al N\ Vt

B d BARE R F Y E

FP R kA Ak hE ek E~ fHEA D 2 2P E F s

sy

£ V,[-1,0,0]+5, > (1-7)C'A, + P > 8

£ V,[-1,0,0]+5, <(1-7)C'A, + P > 8

E[-1,0,0]1=V,[-1,0,0]+ 8, —(1—7)C'A, — P
D[-1,0,0]=C'A, + P
F[-1,0,0]=V,[-1,0,0]+ 6, + 7C'A,
| F[-1,/,0]1=V,[-1,0,0]+ 37 +7C'A, forj=1,--,g
E[-1,0,0]=0
D[-1,0,0]= (1—a)(V,[~1,0,0]+6,)
F[-1,0,0]= (1-a)(V,[-1,0,0]+5,)

_F[_l’j’o]:(l_a)(VT[_l,OaO]'i'g‘T) forj=1,---,g
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BE3TIR > 4o

E=e" (p,E,[-1,0]+ p,E,[-1,0])
D=e"(p,D,[-1,0]+ p,D,[-1,0]) (20)

E[-1,0,0]= E+5 —(1-7)C'A,

£ E+6,2(1-7)C'A, + 2l D[=1,0,01=D+C'A,

F[-1,0,0]= D+E+6,+7C'A,

Y 1)
E[-1,0,0]=0

£ E+6,<(1-1)C'A, S Al DI=1,0,0]= (1-a)(V,[-1,0,0]+5,)
_F[_la 07 0] = (l_a)(l/t[_la 05 O]+5t)

MAEE A A AL 28R T
Foth e it LA PAET 20 1k §EAFH s F R

Q) F V[-L0,0]<V, 2 7 Asta A o ki BTN S £ ERRFE

ERID P A E 2P T

. 5 +e "™ (pE[-1,j+11+ p,F[-1,j+1])  forj=l1,---,g—1
F;[_la jao] = (22)

(1-a)(¥,[-1,0]+6) for j=g
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3) 4 V[-10,0]=V, 27

Jtd & F 8
AMErR DT T Y

FE2

5|7 AL A R A A TR B
S E AT

F[-1,0,0]=6, +¢ "™ (p,F,[-1,0]+ p,F,[-11])
FI-1,j,00={8, + ™ (p,F,[-1,0]+ p, F,[~1,1]) for j=1

_ ,..,g} (23)
S RES v RBERAEFREA SRR RS RERSBE
E[-1,0,0]=n(F[-1,0,0]-(1-a)V})
D[-1,0,0] = (1-n7)(F[-1,0,0]-(1-a)V,)+ (1 - )V, (24)

3.1.2.3 Bankruptcy with Grace Period, Automatic Stay and Arrears Account

PiE i FEA R
FE’FFILLE;ETQZ g% LW,B"-’*‘E‘ ’,‘_',, R l‘}kk|£@l‘}lﬁ'g » NPT AT
REEXPH>F2P e A I FYEFRI AL a3
W A ES]

Atk 7 &L
(Earnings before interest and taxes, EBIT) o 34358 & = @ i > 407 ¢

() % V[-1,0,0]>V, » =& )f@-g’\iﬁ;uﬁ

E[-1,0,0]=V,[-1,0,0]+ 5, -C'/ r
D[-1,0,0]=C"/r

, , E[-1,0,0]=0

£ V,[-1,0,0]+5, <C'/r » B

(25)
Dphqmza—axnpham+@J

£ V,[-1,0,0]+5,>C'/r > H'J[

2 % VI[-10,01<V,

Kadsp e A REEHFE T

CP RO P AT

13



Eli, j,0]1=0
DIi, j,0]= (1-a)(#;[-1,0,0]+S,) forj={1,-,g} (26)

SPHRAR > FREESPRFRAL NI AREEFEE P ARG

S P A N A CERS G TR VA R T E R P

S,=iS/M, i={0,1,...M -1, M} -

3) ¥ V[-10,0]=V,

[ E[-1,0,0]=V,[-1,0,0]+5,-C"/r
D[-1,0,0]1=C"/r

2 _ > s BN
* Vr[=1,0,0]+6, =C"/r Ml E[i,jaO]ZVT[_1’030]+Si_At[j]_c'/r

| D[i, j,0]=C"/r+A[jl for j=1,....g
[ E[-1.0,0] =0
o ' D[=1,0,0)=(1-a)(V;[~1,0,0]+0,)
VL0018, < T e e

L D[i,7,0]=(I-a)(V7[=1,0,0]+S,) forj=1,....g

FU% s RERARE S AR ERBER AN &

(1) % V[-1,0,0]>V, » 2Pk ¥ §38 > %7 - BRERRaLLgf gL

CERE)

E=¢""(p,E,[-1,0]+ p,E,[-1,0])

D=e" (p,D,[-1,0]+ p,D,[~1,0]) @7)

FEoF 0 BRI

v
?ﬂ{.
E:)
e
-
P
W
é\m‘
~mh
>~
)
=
o
N

14



. E[-1,0,0]=E+6,—C'A,
FE+0,>2C'A, > B

D[-1,0,0]= D+ C'A,
E[-1,0,0]=0 } (28)

ZE+6 <CA, > B
D[-1,0,0]= (1-a)(¥,[-1,0,0]+6,)

(2) 7&‘7 Vz[_la O> O] < VB

ErBARES AP RAFLE BALA N FoF v ¥ FERT KRR
FLoFFHeApERL - BTAP AT REL D 5 T-H AP

Adiaw i S =SeY+5, 2 S, =SeM 40, o AP FEFT - ok

Eu[i,j+l]:Eu[i,j+1]+ 5, _i"’ (E [T+, j=+1]-E [i, j+1])

i+l i

~ S -5 (29)
. . . . d i . . . .
Eali, j+1]=E,[isj +11+ S(E;U+LJ44J<EAAJ+1D
i+l "R
A B 1395 (29) % 0 AP FEET KT -
AYL A E S
rAt(puEu[l ]+1]+pdEd[l J+1D (30)

BL GBI AT ERLTRIAS TRFE
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E[i, j,0]= E—aV[-1,0,0]A,

D[i, j,0]=D

E[i, j,0]=0 } (1)
D[i, j,0]= (1-a)(¥,[-1,0,0]+S,)

%EZ@KFLQ%A,’E{

%E<mszqm@,m{

3) ¥ V[-10,01=7,

E=e"™(p,E,[-1,01+ p,Ea-1,1])
B = e_rAr (puDu[_L 0]+pd5d[_1’ 1]) (32)

Fo 0¥ YEF 7 LA A PR E %
= E[-1,0,0]=E+5 ~C'A,
FE+0,>2C'A > B ~

D[~1,0,0]= D+ C'A,
E[-1,0,0]=0 } (33)

EE+6,<C'A, 7]
D[=10;0}=(1=a)(V,[-1,0,0]+5))

P A R A R R AR LR AP EER PR GE P EER G
Tded BLAKREYRIIENFE ZHRR G L BRI PR

- . E[i, j,0]= E+5, - 4[]
£ E+S >A4[j] > Bl - ~
| Dli, j,01= A[j1+¢ "™ (p,Du + p,Da)
-  TEGLj01=0 G4
F E+S, <A[j]1 >Rl 7
| Dli, j,0]=(1-a)(¥,[-1,0,0]+ S,)

FIZFFE FRIEHERSOARGE -
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3.1.3 Hwang and Kang (2008)

%

%
HERGEERFTEHTHE F-RAEE E2FH#ARE D 2RE-

i -

AFrFFET on e & (35) F¥84 picA > A23% (Partial Difference

Equation, PDE)

2
1 2 OF OFE OF

+
2 o’ ov o (35)

2P Tk FET o F AR s L (36) & PDE

1 , ,0D oD 8D
—o’V +@@ =gV —+—=rD[0,0],(¢_, <t <t
2 ov? 7@ v ot [0:0 ¢, ) (36)

FRAZ o AFERBAIALHRPL LR RARL FoP TR

~FE A
FYERREATAL -

=

k@55 & (37) 5% PDE

O0°E OE OE

1
+(r_W)V§+E:rE9(ti—l <t<ti) (37)

—o?
2 ov?

8§ 3% 5 (38) 3¢ PDE

0°D oD oD

1
+(V—W)V5+E:I"D,(Z‘i4<t<tl-) (38)

—oV?
2 ov?

AR HP P

2P LD Y FL T HEEA AR 2P FRE Y EheT

\'_'"_*
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[ E[-1,0,0]=V[-1,0,0]-(1-7)C - P

% V[-1,0,0]1>(1-7)C+P » R]| D[-1,0,0]=C+P

| F[-1,0,0]1=V¥,[-1,0,0]+7C

[ E[-1,0,0]=0 (39)
% V[-1,0,01<(1-7)C+P - B]| D[-1,0,0]=(1-a)V,[-1,0,0]
F[-1,0,0]1=(1-a)V,[-1,0,0]

&y

2P LBAREL T REEA LK AP E G EhoT

E[-1,/,0]=V,[-1,/,0]-(1-1)4[j]- P
£ V[-1,/,012(1-7)A(t)+P > Bl| D[-1,,0]= A[j]+ P

| F[-1,7,0]1=V[-L1,j,0]+7A4[/]

| E[-1,/,0]=0

* V[-1j,0]<(1-0)4®)+P > Rl DI-1,/,0]=1-a)V[-1,/,0]

| FI-L0l=(1-a)V[-1,7,0] forj=1,....g

(40)
BHCRI AT P PE > P EARGE D R R e TR A
i * B3 *TL A2 (explicitfinite difference) i@ % L &2 4 4§ @A Bl4oT
A B S E(ki)=a()E(Kk+1,i—1)+(1+b@)E(k +1,i)+c()Ek +1,i+1)+d (i)

FRAMEE Dk,i)=a(@)D(k+1,i=1)+(1+b(@)D(k +1,i)+ (D) D(k +1,i +1)

B (ki) REMBFEFE KA T 2P FAREL AV o AR F FERLET
aU)z%{@ﬁY—{r—qﬁ]At’bﬁ)z—[QﬁY+rJAt’cﬁ)zé{@ﬁf+{r—qﬁ At >

]
. . Cae . 1 w2 . . “2
d(i)=qiAVAt ° rk & ki a(l)=5[(m) —(r—w)z]At ; b(l):—[(O'l) +r]At ’

cU)=%[@ﬁf+(r—w%]At’dU)=0°

18



Fl* gy VLA Z REFLAEFRABEL S £ D

Gl;lr

FAPASEFYEFRAAGL CoF L HF LR AR

- _E[—l,0,0]zl??—(l—r)C}
¥ E-(1-7)C> E[-1,0,0] » B] ~
| D[-1,0,0]=D+C

_E[—I,0,0]:E} (41)

% E—(1-7)C< E[-1,0,0] > B _
| D[-1,0,0]=D

FoPSTBARGE  AFRIEHEBEKRT 'F"fﬁ"ff'lﬁ’”‘iﬁse R T fRLA A
i ' aF AT A RR TR ﬁ*)‘e‘i'?uﬂ el
R RO ‘3;\‘]5*’?!?3%,,‘;‘"33?@4?‘?“ T ¥y Ez W ER
LW AR BIE N @F"Ip’fﬁ’\—ﬁ% ?’B“igl’bﬁd.
+ 5 GRS PALHE o e

AS
)

AN
=N

=

i
EN

1N

if(a)E[-1,0,0]-(1-7)A4[ /]2 E

or

(b)D < (1-a)V,[~1,0,0] and E[-1,0,0]—(1—7)A(t) = Max[(1— a)V,[-1,0,0]— 4[ j]- P,0]

E[-1,/,0]= E[-1,0,0]-(1-7)4,[/]
D[~1,7,0]=D[-1,0,0]+ A[ /] (42)

if D<(1-a)V,[-1,0,0]

E[-1,/,0]= Max[(1-a)V'[-1,0,0]- 4 [ j]1- P,0]
D[~1, j,0] = Min[(1-a)V'[-1,0,0], 4 [ j]+ P] (43)

Otherwise,

19



E[-1,/,0]=E
D[-1,7,0]=D

3.2 L?f’}#_ Lattice = /&

3.2.1 Hilliard and Schwartz (2005)

(44)

BV, PFREEE t 2 @ F AW E 0 ¥ 2 JRIE Jump-Diffusion process » P~ ¥t #ic

&=V

~

=
I
5
IR
1l
D

— 1)
e X =(r-dk-q-w-0.506)t+oz(t) ¥ zZln(lJrki)
i=0

F o B 2%Qmtl) i Fs 2P F A S BT £

Y

=

V(Hl)At = th +bO'\/A—t+ jh

#2e ={0,1,...,N-1}  be{-11} A&7 FTATEN A j={0,£1,42,...

27 F AR RN b=y +87 LB SEREC L )

L3

BB & BL e

n(t)

i=m !
> (h)'g, =yi’EE{Zln(l+ka)} J=12,...,2m
Jj=—m a=0

LAS S SN

L

20

(45)

(47)



~
I
3

)
~.
Il
—_

(43)

3.2.2 Dai, Wang, Lyuu and Lui (2009)

4 Bino-Trinomial Tree (BTT) i} % Jump-Diffusion process T 74 4 & g
P& e BTT Bipdetitse [B 1] #r70 » B S35 = ~ahe i o 32ttty
AT P UEETARRE o

BERSTPER ¢ THCRR - AR X BRFEL A BT E_X B pE
B A+ A Tz - G A EE L 2 AR X koY BL B B
SR OAMHAA TEBIT oy B @ 4 8 C BEAN L B PR = A
B Ao ™ Bl AT

[® 3-2] = ~RF% 4

RS2 P FAR & ik B3 &

ys(r—q—ﬂ%—O.SO'Z)At' (49)

_ 2 '
Var =0 At (50)

45T 7= B %5 > 2 Cramer'srule F:) = i branches % 5 o



pua+pmﬁ+pd7’=0 (51
D, (a)z + Dy (ﬁ)z +p, (7)2 =Var (52)
Pt P, tPs=1 (53)

2P gk ,BE,/L\I—,U ) aE,Zz+20'\/E—,u ’ 7521—20'\/&—;1 s p=In(B/ X)(54)

v

\ 796




1

N

Fh
gt
(o)

4.1 3 ER

- g =
A

LA R geitim? BALA RS
l}mD‘ },E_Ko

Fal SN

PRA FRAER E 2

Y@ i

=1

P

T A V PRjE_ Jump-Diffusion process * L % (2) % > BE D 7 A (7
d\fp P .’rﬁTﬁf%” ’A&Al‘}m#ﬁg{lﬁ L5 C =~

‘[' ’

1@&

*hm2 0 BTT > BTT #hete 2 e (B 2] R F A @4z > Flo- 8 T & @
PN BERFE F-PFFFR: At At=T/N -

4.2 -7 :E =

AR Y RT AL D BE
Rrenz Ape A5 1 8% T e ddnT A
FoarygET

e
hz AR L

FEAA (2)F 0 T

ZBE;

2
pue +pmeﬁ +pde}/ :eO.Sa At

P +p, (") +p,(e)

pu+pm+pd:1

23

20°At
=e

i3 ¢z Dai (2009) BTT
7412 Cramer’s rule $f%+

(35)
(56)

(57)



#ZH

£ X~ Nu,oh) » B¢y, = uAt > o, = AL

AN

477,

E[ezaJA_rZ] _ J‘°° ezaJA_fZ .

422 %414

A i i AT e

Bk - # CRR

W=e' =™ 5 H e s ik A T ol d T AT

Ve 1,
1 = —o“At
c——e tdx = e?
N2
ZZ
_?dX _ GZUZM

DIV=V>{u><(pu' ~p)+dx(p, —m)}xe’””

At payoutratio=0 > = 7 F A AP E 2 WY EZ

Vx(uxpu’+dxpd')

FLPEEE L KT DIV > 2 F AR ARBE {2 WY 65

Vx(uxp,+dxp,)+DIVxe™

24

V=X —p ~ N0, 0%At) » #% Y B+ Y=oJAZ > 27 7 ~ N0, D

(58)

(59)

(60)



BREY ZRIRZT L (59) &2 (60) ;Ap% o KfrEd DIVeH @ u—d
, , (’*Q)At_d 5 (r—w)At_d
p)=l-p)  p, =S p=lop a2 P bR A Ry, = D

u—d u—d
BILT  = AMREHES WL | SRql s DIV i
DIV:Vx[ux(pu'—pu)+m><(pm'—pm)+d><(pd'—pd)}<e”d’ 61)

42382 5 ¢} /FL-F; #-7] (Bankruptcy with Immediate Liquidation, BWIL)

AL P AN R BA REN 2B 2P ARE P Y BB
ek o ARSI AL C FHRAZSTEAY B

FE[-1,0,k]= V,[=1,0,k]-P-(1-7)C

If V.[-1,0,k]= P+@+7)C .| D[-1,0,k]=P+C

| F[=1,0,k] = V,[-1;0,k]+C

E[-1,0,k]= 0 (62)
If V.[-1,0,k]< P+(1~1)C,| D[-1,0,k]=(1=a)V,[-1,0,k]

| FI=10,k] = (1- o)V, [-1,0,k]

FED R nF AR SR LED L@

E[-1,0]= liq q,E[-1,0,k]

k=—m
k=m (63)
D[-1,0]= ' ¢,D[~1,0,k]
k=—m
I+ t5da é(backward induction) » ¥R A ~ FHEA LD
FOPF ARG HE P S CRR - A% 3 s [R2) ¢ &2 G &
8L H 3731 &8 B o 37IR1 K —E’i"’%’fgl"% A=Y

25



E=e"™(p,E,[-1,0]+ p,E,[-1,0])

D=e"(p,D,[-1,0]+ p,D,[~1,0]) (64)

FOPOTAFHE 52 A ST e [R2) 0 d #BF 88 G &
S8 HATHI &8 A> ¥ &8 F 52 58T « = “f? 8o TS g &
ERELREE

E=¢"(p,E,[-1,0]+ p,E,[-1,0]+ p,E,[-1,0])

5 _"Al (pu t[_l’ 0] +mem[_l’ 0] +pdDd [_1’ 0]) (65)
BRLAS L FEEA T 2P AR S P AFE o FI AT > L A P A
EAFE o BT T

| E[-1,0,k]=E~(1-7)C+DIV
If E>(1-7)C| D[-1,0;k]=D +C
F[=1,0,k]=D+E+zC + DIV
"E[-1,0,k]=0

If E <(1-7)C | D[=1,05k]= (1= ) [-1,0,k]
F1-1,0,k] = (L=a)V[~1,0,k]

(66)

4.3 Kok 1 733 0 2 BL A R HCT] (Strategic Debt Service, SDS)

RGP Yﬂﬁuﬁ,u;;é\%iéfi% z}/ﬁ n%mﬁﬁg ’”“Mﬁ;zi &»i* ° rﬂ»”‘

'«awfﬁﬁgﬁﬁﬁﬁﬁwa%&ow%%%%i %

26



E[-1,0,k]= V,[-1,0,k]- P, —(1-7)C
If V.[-1,0,k]= B, +(1-7)C ,| D[-1,0,k]= B, +C
F[-1,0,k]1=V,[-1,0,k]+zC
E[-1,0,k]= 0 (67)
If V,[-1,0,k] < B +(1-7)C ,| D[-1,0,k] = (1-@)V,[-1,0,k]
F[-1,0,k]=(1-a)V,[-1,0,k]

o,
N
=4
\\;"
g
28
%
P
E:g*r

E[-1,j,k]1= V,[-1,0,k]- P, —=(1-7) 4,[ /]
If V.[-L0,k]2 P +(1-7)4[j],| DI-L, j,k]= B + 4[]]

| F[-L,j,k1=V,[-1,0,k]+74,[/]
E[-1,j,k]= 0

If V.[-10,k]< P +(A-7)4;[ j].| DI=L, j.k]=(A-a)V,[-1,0,k]
FI-Ljkl=(1-a)V,[-1,0,k]

(68)

1R AP S B REHE &

B[ =S, gL k]

k=—m

k=m
D[-1,j1= Y. q,D[-1, k]
k=—m

(69)

AT SRR K g g s TR L ERH

Ep=ya

@ FT-PiFLAAP RATVERT-PHARIIFLrRTFFERE
SR -WHE L PR AEESRIL T PuLE

FAEA B L]~ D) A AT

Eu[-1, /1= max(E,[-1,0]- (1= ) 4 [ /], E,[-1, j +1])

27



~

Eq[-1,j]=max(E,[-1,0]-(1-7)4 [/l E,[-1, j+1])

g%iﬁﬁ?ﬁi%%@

Du[-1,j]1=D,[-1,0]+ A[jle’™ » Da[-1,j]={D,[~1,0]+ 4[]

FRIFABARET S R -PFL
Du[-1,j1=D,[-1,j+1] » Da=D,[-1,j+1]

@ FT-WAFALAGP UATERT-PHFBAPF LRI A FELL
AERARE IR E R R T - G G R E D]~ D]
AR B T

)

Eu[-1, j]= max(E,[~1,0] - (L= 2) A [ /]e'¥s E[~1,j])
Ea[-1, /1= max(E,[-1,0]— (1= 7) 41, E,[-1/1)
FURAERTRD Y Y E

D.[-1, /1= D,[-1,0]+ A [j]e™ > Da[-1,j]1={D,[~1,0]+ 4 le™

FRIFABARES S 2 -G L

Du[-1,j1=D,[-1,j] > Da=D,[-1, ]

=y

S RIS RV P A

2B R

&

() F2P 50 %48

28



G2 P F ARG BEEOIRT o 4TRE R L 2 B S

E=e"™(p,Eu[-1,0]+ p, Ea[-1,0])
D=e"(p, Du[-1,0]+ p, Da[-1,0])

NP FARLPROERT TR PR L EF RS

E=e"(p, EJ-1,01+ p, Ex[-1,0]+ p, Ea[-1,0])

D=e"(p,Du[-1,0]+ p, Du[1,0]+ p, Da[~1,0])

P RTEFFEFTEF R AL FEAGES

E[-1,0,k]=E + DIV
D[-1,0,k]=D

R 7 R SRR e A i S

M
ET
ok
Em
Py

E[21,0,k]= E+DIV=(<5)C
D[-1,0,k}=D+C

E=e¢"(p,Eu-1, j1+ p,Ed[-1,])
D =e"™(P.Du[-1, j]+ p,Da[-1, /1)

NP FAS L PROERT ATRE PR LEF RS

29

(70)

(71)

(72)

(73)

(74)



E=e"™(p,El~1, j1+ p, Eal-1, j1+ p, Ea[-1, j])
D=e¢"(p,Dul~1, j1+ p, Dul-1, j1+ p, Da[~1, j])

DPRGTRAMNE  BF R EGHERT KA E YRR i
LN : fr];’fl l%; R W

g T R 2P P R R L6
NN

3 W 4
5’5£§\%P ﬁil%’}ﬁg‘l)‘lﬂi,g '7':3 \jz’ﬁllﬁ

if(a) E[-1,0,k]-(1-7)A4[j]> E

or

(b)l~) <(l-a)V,[-1,0,k] and E[-1,0,k]~=1~7)A[j]=max((1-a)V,[

E[_lajak] N E[—I,O,k]—(l—T)At[j]
D[-1,j,k)1=D[-1,0,k]+ A4 j]

if D<(1-a)V,[-1,0,k] and E[-1,0,k]— (1-7)A[ j]< max((1— )V ,[-1,0,k] — A [j]-

E[_lajak] = Max[(l_a)Vt[_laoak]_At[j]_Ptﬂo]
D[_Ljak] =MZ'I’Z[(1—C¥)Vt[—1, O,k],At[]]‘i‘B]

AT R B GRS A RFE P A

E[-1,j,k]=E
D[-1,j,k]=D

30

(75)

ERE W 'F' &

Fwip # g
RIIE KA BN K R

BNESEAL I%lg’_’

—l,O,k] _At[j]_

(76)

P P AR PR R R LR S,

(77)

(78)

P,0)

£,0)



4.4 % & R 2 B A R 07 (Bankruptey with Grace Period,
BGP)

#- SDS HEAle » FIUWIEE > FALT U G ENFHEFE LT > 2R
FE oA AR R G A L FArEse e

3

e
N
5|
|
W
l_.
ey
S
pnnl
T
S
-’4‘—&“‘
il
k)
{
1\:11:%
A
=
b
I
\d
/J.
;Tpg
Pﬂ
-h“\
&
Pl
]\ i3

T=T+G & - HAEBI KL ~ FRRA L 2T @4

A EET AL AR

(1) =71

=y

F2P RN Y IRE

E[=10,k]= ¥;[-1,0,k]- B
If V[-1,0,k]> P D[-1,0.k]=P.
F[_laoak]zl/f[_laoak]

(79)

He p = Pxe”

~

FOPASEAMRGE KK AEA P EdES N e

E[-1, k1= V,[-1,0,k]- B —(1-7) 4,[ jle”°
If V[-1,0,k12 B +(1-1)4,[j1e .| D[-1, j.k]=P. + 4.[ jle°

_F[—l,j,k] =V [-1, 0,k]+rAT[j]e’G
[E[-1,/,k]= 0

If V[-1,0,k1< B +(1-0)4,[j1e | D1, j.k]=(1-a)V,[-1,0,k]

_F[—l,j,k] =(1-a)V[-1,0,k]

(80)

Q) =T
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W
Ny
i)
\\;"
(g\\

¥

=
E
iz
(i}
p=
E:g*r

E[-1,0,k]=V,[-1,0,k]-P, —(1-7)C

If V,[-1,0,k]2P, +(1-7)C ,| D[-1,0,k]=P, +C @81
FI-1,0,k]=V,[-1,0,k]+7C

BATUP R R R E A G S R ASRT kG

F A
FOPALET U EF 0 2 TRGH

E[-1,g.k]= 0

D[-1.g.k] = (1-a)V,[-1,0.] (82)

F[-1,g,k]1=(1-a)V,[-1,0,k]

VB
).}

BFIHmedaE o 37m > N2 SDS WA o 1945 2 P AT F e R
pgﬁ_ﬁﬁ%,%w;

=

=
wE
e
=
Z:f_rﬂ}

(1) %27k

E[—I,O,k] = K[_laoak]_B

If V[-1,0,k]>P ,| D[-1,0,k]=P (83)
F[-1,0,k]=V[-1,0,k]

B 0<t<T » 4822 SDS fiFl4p e - B (72) 82 (73) 5% -

1+

~mr

Q) F2F A EAMR G

FoODRBATUIPN > APRAEFRA R BT

32



E[-1,j,k]=E

DI-1,j,k]=D (&4
FOPHABEAATUN LS afgﬁA :tz,-g,—g—g AN LS QR 4
BHEBRFFALNAF P FE ML EFRA Y B4

b 0<t<T 2T > 2P v@RL¥¥E > LAFRAFLEHY B 277

G E R o

ifE[-1,0k]—(1-7)A4[j]=0

E[_lajak] = E[—I,O,k]—(l—T)At[j]
D[-1, j, k1= D[-1,0,k]+ A[ j] (85)

R RS D PR
if E[-1,0k]-(1-7)4,[j]1<0

E[~1, j,k]=0
D[, 5k = (1-a)V[<1,0,k] (86)

b T<t<T 275 272 F AW Lo Ft Ao L 5 4[] 2 v

2T et i Ap ke o R (84) ~ (85) ~ (86)

45 % A A4 2 LU 2 A FERD (Bankruptey with Grace
Period and Bargaining Power, BGP-BP)

iz BK (2007) #-A]2 ¢h2 LA FPHEZ P A RA P> {7 F i o I
Y RYP RGBT S A R ERST TN PN dE sk R R o

BoA BT A S S fEN AR
(1) =1
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N
i)
\\;"
(g\\

¥
=
£
iz
(54
P =
E:g*r

E[_lajak] = V;[—I,O,k]‘l'é% _1)?

If V.[-1,0,k1+6; > P.,| D[-1, j,k]=P. (87)
F[-1,j,k]1=V;[-1,0,k]+5;

I VL0 < B [FI-Lg K= (=) [-LOKI 6D | (g
(2) =T
DFESTE R Y E R

E[=10,k1=V,[-1,0,k]-P, —(1-7)C + 5,
If V,[-1,0,k]+6, > P, % (1- )C .| D[=1,0,k}=Ps+ C
E[=1,0,k] = Vi|-1,0,k]+7C + 6,

(89)

A
A

“J “.J

AAECTELA TN LK H G G e R A ERT kg%
7oA R S RIS TR

*TW *TW

AN
A

Fl-1.g.k]=(1-a)(V[-L g.k]+ ;) (90)

N

=¥ k‘) \:mw%‘&/f ’#TIRJ:"&’}“#J%\T— ﬁﬂa:*é'm;r’]iﬁ&(ﬁ #’%@ /Et,% \'f?\_k:);f Ho A
[ﬂ 4—1] ’fq% BK (2007) A 1__/@;}3;,’1‘,’3\5«]:—&? 3; 5‘?1% A f%’ fg_ ’ B}Lfi\
o) 1%’}&/\ % B T RBRE G Fen @ BdEE o

v
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El['laol

Du['lxol
E [-1,j1] =mE[-Ls+11-0-a¥ [-L0D
P D [-1,j+1] =Q-F[-Lf+1]-(1-a) [-LOD+ (1-a)F [-10]
E[-1,i,k]
D[-1,i,kI
Pq

E[-1,0]
Dl-1,0]

Ef-1i#1] =mFl-1 +1-0-aW[-1,0D
Dal-1+1] = (- XA L1, f+ 1]~ (- aW.[-LOD+ (- aW.[-10]

[® 4-1] - & LR

o [M4-1] T - B 2P FAL S TRAATELV, 2 ¥ ¥ E 5 b

E = e*fAf(puEul:_L O:I + pdEdI:_L O:I)
D =& (p =10+ p.0)=1,0]) On

Ao w9 (R 4-113RE FRERAN €5 E-GH#A%Es: Do

E[-1,0,k]= V[-1,0,k]+5,— P _
If V[-1,0,k]+6 > P, and T<t<T
D[-1,0,k]=P (92)
- E[-1,0,k]=E+6,—(1-1)C
If E+6,2(1-7)C, - and 0 <t<T 93)
D[-1,0,k]=D+C
(2) 27 ESTELA B
If E+6 <(1-1)C ,[F[—l,j,k]=ﬁ+5, forj=1,...,§-1] (04)
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() FAARUPP EFSF 0 Al TG H

Fl-1,g,k]=(1-a)(V,[~1,0,k]+ /) 95)
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¥5F WA

5184 5 b F 5

E A 5 B R 'm;qﬁp P T 3% 5 200 # 5 Leland (1994) #3135 [ %
5-1] Br A A B B Al g % @i Leland (1994) ~ M F % 2 o 8K
T2 V=100 0 r=5% q=3% > @=0.5>F=Clr> A=0° % Jeacit R"EF T FIE At
Bt BeiES %4 f 42T Leland (1994) AHf %§2 - L [0 5-1]-

[%‘%5_11 mé/% /Fﬂ*ﬁ‘ﬂ‘lﬁkﬁl‘%

iR L

A B L FHHA] Leland (1994) (BAS L iFd

-Laland (1994) )

c T C Equity Debt Equity Debt  Equity Debt
0.1 0.15 3 49.2440, '59.2282 -49.1179. 59.4627 0.26% -0.39%
4 32.8303  76.3456 32.6622 769811 0.51% -0.83%

5 17.7413 © 86.6540° 17.5261 88.4838 1.23% -2.07%

035 3 61.1193° 59.6524 61.0236 /598414 0.16% -0.32%

4 48.2580 <78.7023 48.1324°.79.1087 0.26%  -0.51%

5 35.6564 95.5896 35.5052 96.5999 0.43% -1.05%

02 015 3 522777 52.5685 52.1395 529486 0.27% -0.72%
4 38.7624 63.9531 38.5969 65.1830 0.43% -1.89%

5 27.0030 72.6710 26.7348 73.6482 1.00% -1.33%
035 3 62.6696 54.5754 62.5709 55.0040 0.16% -0.78%
4 51.4131 68.2863 51.3008 69.5020 0.22% -1.75%
5 41.0493 80.1439 40.8717 81.3257 0.43% -1.45%
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52 R A 2 A RS

\\?{r

Hok V=100 > P=80 > r=5% > q¢=3% > w=0> ¢=0.05> 0=0.2> 1=0

[#1 5-2] Ko R a2 gl A i e B %

SDS SDS-#L A B 1+ i % HiAl

a T T CF Equity Debt Firm Equity Debt Firm
0 0 5 1 264339 73.5661 100.0000 0.0032 -0.0032  0.0000
4 253479 74.6521 100.0000 0.0000  0.0000 0.0000

12 25.1160 74.8840 100.0000 0.0001 -0.0001  0.0000

10 1 30.9247 69.0753 100.0000 1.9167 -1.9167  0.0000

4 29.8290 70.1710 100.0000 2.1490 -2.1490  0.0000

12 29.5752 70.4248 100.0000 2.1862 -2.1862  0.0000

20 1 37.5329 62.4671 100.0000 6.4586 -6.4586  0.0000

4  36.3400 63.6600 -100.0000 6.8358 -6.8358  0.0000

12 36.0661_.63:9339__100.0000" .6.9095 -6.9095  0.0000

0 035 5 1 31.781l5 '73.5820 - 1053635 0.0764 -0.1228  -0.0463
4 31.0828 74.6606 105.7434 0.0619 -0.1010 -0.0391

12 30.9286 74.8913..105.8199 ' 0.0568 -0.1003  -0.0435

10 1 38.6436- 69.7515 1083951 ~0.4585 -1.6280 -1.1695

4 37.8462 “70.8568 108.7030.  0.4765 -1.8162  -1.3397

12 37.6733 71.1032" '108.7764 0.4838 -1.8474  -1.3635

20 1 47.7520 64.4120 112.1640 2.5776  -5.4537  -2.876

4 46.7100 65.6425 112.3525 2.4741 -5.7338  -3.2596

12 46.4438 65.9274 1123712 2.4170 -5.7765  -3.3595

05 035 5 1 325567 61.4622 94.0189 0.8517 -3.4593 -2.6077
4 319897 62.6851 94.6748 09688 -4.0912 -3.1224

12 31.8652 62.9552 94.8204 0.9934 -4.0698 -3.0764

10 1 40.6867 56.4593 97.1461 2.5017 -7.3861  -4.8845

4 40.0401 57.6403 97.6805 2.6704 -8.0002  -5.3298

12 39.8962 57.9039 97.8002 2.7068 -8.0285  -5.3217

20 1 51.2936 49.5004 100.7940 6.1192 -14.9273 -8.8081

4 50.6013 50.6653 101.2666 6.3654 -15.5373 -9.1719

12 50.4460 50.9271 101.3731 6.4191 -15.6177 -9.1986
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L[H S-4) MarE = AEF P FILA F14

I EE S A ERRG A
Fh oo Bl MEF AR AR WA ERF GRAEZ TR EL
K&/ﬁ\'wi&,ﬁg > f—\;’y &pﬁ}f

LR o R PIB PR PR T b g kRN 5 i o

L [®s5-5) j\ﬁ’lﬁﬁ_gf%?gf‘%ﬁ&ﬁf@%-a)‘ ,rﬂﬁu;g-;a;,ggj\@
:J 2.

T
FoowApagd o gt Ba
LIW56) 27 FARSR 48
ErYRGAR

LW ST) fod s bf R R B 2 2P g 1] 5
thﬁgﬁ:‘ﬁr—g DR s FREA S NP N 0 B R G

FHRT s T

hIEHP R o

A2 B
(o 0 [ 5-8]

p 7 A PR Jump-diffusion process ¥+
SR NN AR BV &

lognormal diffusion process T 113 * b g o0 T k@ FHB R o
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53 % g % U 2 B A 0T

PN

\\?{r

#k 72 V=100 0 P=80 > r=5% > ¢=1% > 7=0.35> ¢=0.1> 0=02> A=0

[#4 5-3)] 4 RE W2 g FENHRES %
BGP BGP-SDS
o w T G CF Equity Debt Firm equity debt Firm
05 0 2 1 219223 755201 97.4424 -3.4202 82172 4.7970
4 21.8415 76.2407 98.0822 -3.0537 8.1059 5.0522
12 21.7326 75.7206 97.4532 -3.0623 7.3994 4.3371
3 1 237747 74.0732 97.8480 -1.5678 6.7703  5.2025
4 232770 73.0363 96.3132 -1.6182 4.9015 3.2833
12 23.1797 72.9473 96.1270 -1.6152 4.6262 3.0109
10 2 1 20.1879 82.4833 102.6712 -9.7090 18.4293 8.7203
4 20.0799.81.5955 101.6754 -9.2485 16.5976 7.3491
12 20.0082" 81.6601 | 101.6682 . -9.1925 16.4501 7.2576
3 1 21.7793 79.7960 101.5753 ~-8.1177 15.7420 7.6244
4 214697 78.1926° 99.6623 @ =7.8587 13.1948 5.3361
12 214318 77:6469 99.0787 -7.7689 12.4369 4.6680

(9]

0.5 005 5 2 1 219025.755247 97.4272. 0.2207  3.2685 3.4893
4 21.1612°78.7347--99.8959 0.9245  2.2777 3.2022

12 20.8525 79.1494 100.0019 0.9350 1.6815 2.6164

3 1 233460 75.0769 98.4229 1.6643  2.8208 4.4850

4 21.9777 77.2819 99.2595 1.7410  0.8249  2.5659

12 21.6562 78.3107 99.9668 1.7387  0.8428 2.5814

10 2 1 20.1765 82.4909 102.6674 -0.8199 8&.1611 7.3412
4 19.1123 84.4296 103.5419 -0.0366 5.4806 5.4441

12 18.7662 84.9498 103.7160 0.0328  4.5091 4.5419

3 1 21.1295 80.8323 101.9619 0.1331  6.5025 6.6356

4 19.5977 82.9956 102.5933 0.4489  4.0466 4.4955

12 19.2292 83.8209 103.0501 0.4959  3.3802 3.8761
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P (44 53) 7o EF R U AL Rl EARF o A AR
PR E UL A RIS P B A @ SDS e o

AR ELT AP A2 G AL HREFE S DPET - g g H-'F!Zl‘/p ]jgj
wAlF -

At ”?”“ﬂt&@m&\*‘r’%ﬂzik*&ai[%\ﬁsss]w\ Hihow &
ATPREFEA - FRA ST RERE T RGP *%’mf?;zgwﬁ A%
1= SDS #-4l4p = o

R bR -

2) L [W510) "EFFEF A4 AR EALFE FRAZ2PHE
_\&/E&’] ’}}}ilﬁ, bi\a

a*‘” Fiw A BT AT APREFRT TP F A PRI Jump-diffusion process ¥t
s p g2 B L [F5-11])e {EEFFE'F’ AP RGP AN 2P T AR
JEé_ lognormal diffusion process: F g1z # b o T ko FH R 7 o

Bt BT UD L R AR RS N L L8

(1) 4 s+ 7c SDS FAldr BGP 43 A= if 4 & i 47 & 8 Bk
7 - %o Ft Eag 8 BGPOAlek L E - 2 SDS A k< chk
Flz.- > & [®\ 5-12])-

B E AT AU R L U A 4 BGP AR L
ﬁr—g ’%.Lém_@ SDS #74] > @ IF’}%& 1% (e IANED x% AR L > |: *fp AR

Flt s A+ BGP H3]vL K B2 - =g SDS #3 K F < R F
2.— » 5 [® 5-13])
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5.4 ‘:P}ﬁpi:'% 4 R ﬁ*t‘lﬂpa 4;;1;)3 ,ﬁ’.viﬁ_‘-m]

\\?{r

f»_'\ % V=100 » P=60 > r=5% > ¢=3% > w=0.01 > 0=0.2 > c=5%~> 7=0.5 >
A=
[## 5-4) T AP 4 2 T U2 ol REF I EKES %

BGP-BP BGP-BP & BK(2007)
T a w T G Equity Debt Firm  Equity = Debt Firm

0 050.01 10 I 429371 55.2215 98.1586 0.3702 2.6976 3.0677
15 1 43.6438 54.6377 98.2815 0.8722 3.3203 4.1925

005 5 1 41.6753 56.8242 98.4994 0.0244 1.8448 1.8693

10 1 42.8915 55.0118 97.9034 0.7157 2.8791 3.5948

15 1 43.6045 54.4069 98.0114 13350 3.5916 4.9266

025 05001 5 1 45.0243 56.9443 101.9687 0.1548 1.7001 1.8549
10 1 48.6416 554161-104.0577 1.1858 2.6277 3.8135

15 1 51.0803_55.1115 106.1918 2.2057 3.3699 5.5756

005 5 1 449702 56.8418 101:8120° 0.2829 1.7798 2.0627

10 1 48.5905 55.1753:103.7659 ~ 1.5259 2.7781 4.3040

15 1 51.0391  54.8004 105.8395. 2.6666 3.5609 6.2275

[ 44 5-4] 5 i 7 BK (2007) {248 353

yp A ﬁwfﬂ 28 il S NP3
AP B Br 31 B Ui ﬁga

NN I_Er_“’fiﬁ’{'t °

F RSBk T AT 0 SlA AR L [ 56) Auh ow e
ﬁm%i”‘}"’;é\‘lp%gA‘é\?l%mil?}klﬁ7 -2 O

() L@ S-14 SEFparp i A e WA FHE A 822 7§ ki
S WELE I

2) % [WS-15] EFR B4 34 mARG L 4 25 > Himdag » 290
BEGEA G B R eiEs o
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5.5 #-A| &% 4 47 W

Percentage error

2%
1%

Convergence

—o—Equity —#=—Debt

0%
-1%
-2%
-3%
-4%
-5%

-6%
-7%
200

1200 2200 3200 4200 5200

time step

(@ S-1] 5 1 5 i3]z jeach
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Equity Value | ——T=5 Debt Value

25 85
20 80
15 75
1 4 8 16 24 70
CF
Firm Value
0.07
101
99 0.06
97
0.05
95
93 0.04
1 4 8 16 24 1 4 8 16 24

[® 5-2] SDSH-3l2 § & L 455 (CF)~ 17 B

Equity Value * |/ —¢=T=5 Debt Value
80 > ?;g 100
—— | =
60 30
40
20 60
0 40
0.00 0.05 0.10 0.15 0.20 20
coupon rat 0.00 0.05 0.10 0.15 0.20
Firm Value Credit Spread
130 0.25
110 0.20
0.15
90
0.10
70 0.05
50 0.00
000 005 010 015 020 000 0.05 010 0.15 0.20

[® 5-3] SDS #3212 F L {15~ 478

44




46
36
26
16

0.00 0.02 0.04 0.08

Equity Value

distress cost

0.12 0.16

Debt Value
95
85
75
65
55

0.00 0.02 0.04 008 0.12 0.16

110

100

90

80

Firm Value

0.00 0.02 0.04 0.08 0.12 O0.16

Credit Spread
0.11
0.09
0.07
0.05
0.03

0.00 0.02 0.04 0.08 0.12 0.16

N

[ # 5-4] SDS #3225 # S A (w) A 17 B

Equity Value Debt Value
22 100
20 — 90
16 70
0 0.2 0.4 0.6 0.8 1 60
liquidation cost 0 02 04 06 08 1
Firm Value Credit Spread
115 0.15
105 0.10
95 0.05
85 0.00
0 02 04 06 038 1 0 02 04 06 08 1

[® 5-5] SDS #-3]2 i & = *(a)~ 17 B
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Equity Value Debt Value

30 120
20
10 ——T=5 100
—8—T=10
0 —=T=20 80
0.050 0.100 0.150 0.200 0.250 0.300
05 0.1 015 0.2 0.25 0.3

60
volatility 0.

Firm Value Credit Spread
130 0.15
120 0.10
110
100 0.05
90 0.00
005 01 015 0.2 025 0.3 005 01 015 0.2 025 03
[® 5-6)SDS #-3]2 7 4 it % & (0 )4 17 B
Equity Value Debt Value
30 100
20 90
10 80
70
0
60
0.00 0.10 0.20 0.30 0.40 0.50 50
tax rate 0.00 0.10 0.20 0.30 0.40 0.50
Firm Value Credit Spread
130 0.12
110 0.10
0.08
90
0.06
70 0.04
50 0.02
0.00 0.10 0.20 0.30 0.40 0.50 0.00 0.10 0.20 0.30 0.40 0.50

[® 5-7) SDS #2242 4% (7 )4 45 Bl
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Credit Spread | —e—LD Credit Spread 1=0.35

0.015 0.015
0.010
0.010
0.005
0.000 0.005
1 2 3 4 5 0.000
Maturity 1 2 3 4 5

=0,0=0,w=0

Credit Spread Credit Spread | t=0.35
a=0.5

0.08 0.08 w=0.01
0.06 0.06
0.04 0.04
0.02 0.02
0.00 0.00 . * * *

1 2 3 4 5 1 3 5

[ B 5-8)SDS i3] 2 & Credit-Spread 4% %" B

LD # 7+ ¥ A FRj%_lognormal diffusion process » JD Z 5t § & PR Jump diffusion process o % #cik 2
% Vp=100>1r=0.08 > q=3% »'CF=2 > C=5%"P=80> A=3> 0g=0.1"> y=-0.005> §=0.1
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Debt Value

Equity Value

0 0.02 004 006 012 —"

75
distress cost 0 0.02 0.04 0.06 0.12
Firm Value
110 0.07
105 0.06
0.05
100 0.04
95 0.03
0 0.02 0.04 0.06 0.12 0 0.02 0.04 0.06 0.12

[® 5-9)] BGP 43|25 % = A (w)A 7B » G=2

. e T=5
Equity Value | —m=T=10 Debt Value
=—e=T=20
105
21
95
19 85
17 S 75
0 0.2 0.4 0.6 0.8 1 65
liquidation cost 0 0.2 0.4 0.6 0.8 1
Firm Value Credit Spread
125 0.10
115 0.08
4 0.06
105
0.04
e 0.02
85 0.00
0 0.2 0.4 0.6 0.8 1 0 0.2 0.4 0.6 0.8 1

[® 5-10] BGP #-3]2 i & = & (a)~ 17 @ » G=2
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Credit Spread =0 Credit Spread | 1=0.35
a=0 a=
0.20
w=0 0.10 w=0
0.15 0.08
0.10 ——LD 0.06
0.04
0.05 —m—]D 0.02
0.00 — 0.00 ° ° > >
1 3 5 1 3 5
Credit Spread 1=0.3 Credit Spread | 1=0.3
a=0.5 a=0.5
0.25 - 0.15 W=0.03
0.20
0.15 0.10
0.10 0.05
0.05 - _ . ) - 0 —
0.00 - - || 0.00
1 3 5 1 3 5

[® 5-11)*BGP #-3) 2 ¢ Credit Spread 4% % )
LD # 7+ ¥ A FRj%_lognormal diffusion process > JD Z 7+ § & PR Jump diffusion process o % #cik 2
% V0=100>1r=0.05>q=3% > CF=2 > C=1% > P=80 > A=3» 0=0.1> y=-0.005> §=0.1

CF=2 Equity Value CF= 12 Equity Value
22 =@ BGP 21
21 20
=—ye=SDS
20 20
19
19 19
0.03 0.05 0.07 18
distress cost 0.03 0.05 0.07
CF=16 Equity Value CF= 4 Equity Value
21 21
20 21
20
19
20
18 19
17 19
0.03 0.05 0.07 0.03 0.05 0.07

[ ® 5-12] BGP #-3]¢2 SDS #-3] g = A2 i 4 & W4 F AR ] > T=10
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Equity Value Debt Value
30 85
4
. o — 80 \
20 ¢m———p—
75 \.
10 70
0 65
0 2 4 6 8 10 0 2 4 6 8 10
Firm Value Credit Spread
104 ) 0.06
102 —— ¢
100 0.04 <
98
96 0.02
94
92 0.00
0 2 4 6 8 10 0 2 4 6 8 10

[ ® 5-13) BGP #7222 SDS H-A|48%0 1L @ > T=10

55

Equity Value

45

ok

29
v

o
v

o e o e & &
v v v v v v

40
0.02

——T=5
0.06 0.1 0.3
—a—T=10
bargaining power Te15

Debt Value

58, (=

v

o "N
v \ g

57
56
55
54
53

0.02 0.06 0.1 0.3 0.5

Firm Value

107
105

103
101

99

0.02

0.06 0.1 0.3 0.5

Credit Spread
0.019
0.014
0.009 .=-=.=l=|=‘=‘:=§
0.004

0.02 0.06 0.1 0.3 0.5

[ B 5-14] BGP-BP #:-7] 2 7 bargaining power 4% % )
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] ——T=5
Equity Value | _g_T1-10 Debt Value
>0 — r
45 < 0 > o o
40
0.04 0.08
bankruptcy cost 0 0.04 0.08
Firm Value Credit Spread
108 0.013
106 —
102 ————————0 0.009
100
98 0.007
0.04 0.08 0.04 0.08

[® 5-15) BGP-BP #-7]2 pAixa 48 = A 4E% [
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[#+# 5-5] x4 1

o & A4k EE
Vo DFF A A A 100
r &R e S 0.05
q AL I 0.01
o FARSR 0.2
T R 0.35
a E A 0.5
w PAAS S 8 = & 0.05
T F X p 5,10,20
P i i 80
c F LS 0.1
CF F AL AR 2

A A BB R 0
Y T RETABE DD B 0
o ¥ T AR R 0

[+ 5 - 6] Blicer 42

5 & A 4R T
Vo SR F AR 100
r AR EAIE 0.05
q AL 0.03
% AT R 0.2
T R 0.25
a S 0.5
w TR B A A 0.01
T FEPp 5,10,15
P FELo i@ 60

c 7L AF 0.05
CF FAL AT 1/ At
n EL R 0.5
A A BB R 0

Y TRTAWE P E 0
9 T RT AWE SRS R 0
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