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An empirical study of the effect of existing financial accounting systems on the
capital structure adjustment behavior of firms

Tsukahara, Makoto
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The purpose of this study is to empirically clarify whether managers change
their capital structure at their discretion in Japan, and if so, what are the determinants of such a
capital adjustment and what are the economic effects of such a capital adjustment.
The results of the analysis indicate that the "debt-ratio-increasing” recap CBs have the potential
to maximize the private profit of the CEOs as well as to realize the optimal capital structure and
to provide arbitrage opportunities. The analysis of debt-equity conversion using "debt

ratio-reducing” preferred stock emphasized its role as a remedy for companies in extreme financial
distress.
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