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Summary Timeline ‘ No Clear Cross-Sectional Differences Found \
In response to the COVID-19 crisis, the Federal Reserve « BOJ had existing purchase cap of ¥3.2T (2013-) * The cost of deviating from the target maturity should be
and the Bank of Japan (BOJ) conducted massive purchases March 16, 2020 April 27, 2020 lower for financially stronger firms.
of corporate bonds maturing in 5 years or less. BOJ: First announcement BOJ: Second announcement  Credit rating, market cap, leverage, ratio of bank debt,...
» Additional cap: ¥1T » Additional cap: ¥1T = ¥7.5T * Possible opposite effect:
In Japan, but not in the U.S., some firms catered to this + Max remain. mat: 3Y + Max remain. mat: 3Y =2 5Y * BOJ’s reverse auctions preferred higher yield bonds, i.e.,
demand shock by shortening the maturity of new bond bonds issued by riskier/financially weaker firms.
ISsues.
March 23 April 9 Simultaneous Issuances of Multiple-Maturity Bonds
ianifi ' Fed: Creat f Fed: Expansion of — : — _ _
(I:BOCBJObrzct:;lrkr;gna::I T:Cr?] g]ﬂﬁ ;rllg(;\igllcézr&t buyer In the target pchcﬁéﬁﬁ& PMCCFP:’SMCCF * Remaining question: Did individual firms indeed cater?
P g | _.. « = | analyze maturity compositions of bonds issued on the
same date.
As the debt maturity can affect the rollover risk and “QEl-period” “QE2-period” . Example: SoftBank Corp
Investment, this paper has important policy implications. _ , , _ _ ' _ | . :
Pap P POTIEY TP « My main focus is on comparing “pre-period” and “QE2-period” because... » 3/12/2020: 3, 5, 7, and 10 Y (each raising 10 bill. ¥)
«  BOJ's April 27 announcement was highly anticipated * 7/21/2020: 3, 5, and 10 Y (raising 10, 70, and 20 bill. ¥)
Motivation »  QE1 period: 21/23 bonds (91.3%) issued on April 16 or after » Compositions of multiple-mat. issues incl. [1,5]Y and >10Y
Maturities (years) Pre-period QE1l period  QEZ2 period Total
» Many central banks launched large-scale purchases of 5,10 18 2 15 35
corporate bonds (i.e., corporate QE) during the COVID-19 Purchase Caps - Japan vs. the US Maturities of New Bond Issues - Japan vs. the US 2,75_;120 151 2 155 12
rsis. tias (bill 9
CrISIS Purchase capacities (billion $) Purchase cap. / corp. bond market Japan 5 10 >10 3 1 5 5
800 - 16% - 100% v 5, >10 3 0 0 3
* One Interesting feature: Maturity eligibility criteria . o . 3,10 2 0 0 2
e ECB: < 31Y (primary & secondary) » g 51)0’7 >i8 (2) (1) é ;
. 600 2% ] y Oy 1
* Fed-Treasury: <4Y (PMCCF) & <5Y (SMCCF) 1 . 153 5 7 10 0 0 . 1
 BOJ: <3Y - <5Y (secondary only) 500- 10%- 3, >10 1 0 0 1
0% | | | | | | | | | | | | | | | | | | | | | >10 years 3’ 5’ 7’ 10’ >1O 1 O O 1
_ _ 4001 89, — Q;\Qn »9@:& Q@ 2 {\gb \;ﬁ NN d»’hq} J‘% S {\fﬁa \05{9 &g“;h &5{53 > {;19 &ﬂ?’ > P 7.1 1 0 0 1
» Research Question: Do firms cater to corporate QE? FEF T T FF I FF TS (7,10] years ;’ ; 18 ~10 . 0 0 .
300~ 6% - I (571vears 410 5 5 . )
. U.S. - (3,5] years ’
» Theoretical framework: Greenwood et al. (2010) 200- %- 100% - B 31 years > [, |>10 1 0 0 1
* Existence of “preferred-habitat” investors 75% - 1ot : 4_7 : 2 w N
+ Limited arbitrage capital 100- 2% * Logit result: More skipping of (5,7]Y
50%
=» Violation of the expectations hypothesis 0- apan 0% apan , . . , ,
P yP e oo e oo 2% Policy Implications and Contributions
. iction: B Japan - Additional Bl Japan - Existing [N U.S. e * This paper is important for policymakers because firms’ debt
Prediction: Sharp changes around the threshold SASSSSI LSS SISISBBD P PP DS paper 1s imp _ _
+ Firms face a trade-off: + Fed 7.8% vs. BOJ 15.5% (existing 4.6% + additional 10.8%) || © ¢ ¥ "% ¥ T TSI TESEE T maturity choice can affect rollover risk and investment =
Catering to high demand vs. Deviating from target mat. » Fed's purchases included bond ETFs, but BOJ's did not. » InJapan, [1,5]Y (= [1,3]Y + (3,5]Y) increased and financial Stab_'“ty'
« Greater deviation from target mat. > Higher cost » Fed’s actual purchase amount was much smaller. (5,7]Y decreased. * Related paper: Galema & Lugo (2021)

ECB’s lax mat. eligibility criterion - Lengthened maturity
 This paper can also be viewed as a test of the “gap-filling

* Therefore, 1f the firm’s target maturity 1s...

¢ <J5Y, target mat. selected

. slightly exceeding 5Y, mat. shortened to 5Y (or 3Y) Maturities of New Bond Issues in Japan — Multinomial Logit Analysis theory” of Greenwood et al. (2010).
» largely exceeding 5Y, target mat. selected * Maturity bins: [1,3], (3,3], (5,7], (7,10] & >10'Y
» Explanatory vars: QE1 dummy, QE2 dummy, issuer controls + industry FEs References
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