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FIRST-TIME CORPORATE BOND ISSUERS IN ITALY

di Matteo Accornero”, Paolo Finaldi Russo*, Giovanni Guazzarotti” and Valentina Nigro*

Abstract

The paper looks at the characteristics of Italian non-financial firms that accessed the bond market
for the first time between 2002 and 2013. The results of logit estimations indicate that first-time
bond issuers are significantly larger and more frequently listed on the stock exchange than firms not
issuing bonds. We also find that their decision to enter the bond market stems from a need to
finance growth, especially where internal resources are limited, and to rebalance maturity
mismatches between assets and liabilities. Our estimates also suggest that the sharp drop in the
number of small issuers during the economic crisis is partly due to increased risk aversion on the
part of market investors. Based on the econometric results, we estimate that the non-issuers include
some 450-650 firms whose characteristics are very similar to those of companies that have begun to
issue bonds in the last decade. These estimates are surrounded by considerable uncertainty due to
the evolution of the macroeconomic context as well as the effects of new rules on minibonds.

JEL classification: G10, G23, G32
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1. Introduction

The analysis of firms’ choices among different fungdsources is mainly important in
those countries where capital markets are not deleloped and firms would benefit the
most from a diversification of their financing clmats. This is the case of the Euro area,
where capital markets are typically small and filargely depend on banks’ financing. In the
Euro area bonds represent only 10 per cent of fifimsncial liabilities, compared to 30 per
cent in the United Kingdom and 40 per cent in timgéd States.

In Italy, the recent developments following theafizial crisis provide an opportunity
to contribute to the scarce literature on bondrfaag in European countries. During the
economic crisis bank loans to Italian firms deceelasubstantially owing to the decline in
investment and working capital and the increaseainst on banks’ balance sheets. Bank
credit was affected by supply-side factors relatmghanges in regulation (i.e. higher capital
requirements), severe episodes of liquidity stedithe height of the crisis, and deterioration
in credit quality that weighed heavily on banksbfmability and ability to grant new loans.
Difficulty accessing the credit market promptednfsr to seek non-bank funds, not an easy
task in a country where bank loans are by far #ngelst source of corporate financing; in
2012 measures were introduced to remove regulatmstacles and introduce fiscal incentives

to promote bond issuance by unlisted firms.

In this paper, we analyse the characteristics efltalian firms that tapped the bond
market for the first time between 2002 and 2013. &emate the probability of a first-time
bond issue taking into account indicators of firne€onomic performance and financial
choices. We also identify a pool of possible firste issuers in order to estimate the potential
size of the Italian bond market as an alternativéhe traditional bank channel. Our analysis
is based on a new comprehensive dataset that exinfbrmation on both public and private

single placements, supplemented with firms’ balasieet data.

In line with most of the empirical literature, oanalysis confirms that reputational
aspects and firms’ transparency positively affeetprobability of issuing a bond for the first
time. We also find evidence for two typically impamt drivers of the decision to enter the
bond market: the need to finance growth and the teeeduce maturity mismatches between
assets and liabilities. For large and medium-sfzets the most important factors driving the
choice to issue are associated with the need amém investment and growth, whereas among

smaller firms issuing probability depends more ofte their financial structure, such as the

5



leverage or the maturity mismatch between assatsliabilities. Moreover, only among
smaller firms does the scarcity of internal sourcenance positively affect the probability
of issuing bonds for the first time. Our estimatdso suggest that the sharp drop in the
number of issuers during the economic crisis iglpatue to the increased risk aversion
among market investors. Based on the analysis avediluwe estimate that the non-issuers
include about 450-650 firms with characteristicsyv@milar to those of companies that have
placed bonds in the past decade. Anyway, consiiematicertainty surrounds these point
estimates; the actual numbers of new issuers wikially depend on the evolution of the
macroeconomic context as well as the effects ofesoaecent changes in the regulation of

bond issues.

The rest of the paper is organized as follows.dnti®n 2, we present a survey of the
literature. Section 3 describes the main charatiesi of the corporate bond market in Italy.
Section 4 summarizes descriptive statistics radatinthe companies that have issued bonds
for the first time compared with the universe d@liin non-financial firms. In Section 5 we
describe the econometric model and the resulthekstimates. In Section 6 we provide an
estimate of the potential size of the Italian bomarket by identifying a subset of firms with
characteristics similar to those of issuer commania the last section we present some

concluding remarks.

2. The literature

With respect to bank loans, bonds typically entewer monitoring costs, greater
difficulty of renegotiation due to the larger numba&f subscribers, fewer guarantees or
restrictive covenants, longer maturity, and striadesclosure requirements. Even if these
characteristics are more evident in public issugntieey frequently apply also to private

placements.

Economic theory holds that a firm’s reputationténms of project quality or financial
soundness) is one of the main factors affecting dbeision to enter the bond market.
Diamond (1991) suggests that as bank financinglwegoa higher degree of monitoring by
banks (informed lenders) than by (uninformed) bonestors, firms start issuing bonds after
establishing a reputation for efficient use of rgses that mitigates the effects of moral

hazard. In equilibrium, riskier firms could alsmdi it convenient to issue bonds because of



the limited gains they obtain from bank monitorfnGhemmanur and Fulghieri (1994) and
Bolton and Freixas (2000) indicate that firms’ rigkfects the decision to issue bonds,
emphasizing the enormous difficulties involved é@megotiating debt with a large number of
creditors; this could lead high-risk borrowers t®euond financing less often than bank
financing because banks are better able to engiiceit liquidation or continuation of the

business in cases of distress. Similarly, Cangll@l Wright (2000) stress banks’ greater
reorganization skills and predict that arm’s lengibrrowing is mainly chosen by large,

profitable companies, with a high proportion ofgdnte assets.

The predictions of Myers’ ‘debt overhang’ model TI9 in terms of firms’ maturity
choices could also be applied to the decision smesbonds: firms with greater growth
opportunities tend to enter into comparatively |es¥-term debt (and not issue bonds) in

order to avoid sharing the benefits of future gloaptions with debt-holders.

Most empirical studies focus on macroeconomic fact@uch as inflation, GDP
growth, fiscal policy, market liquidity or volatili) to investigate cross-country differences in
the size of bond markets or to highlight the reasfmm sudden increases in the number of
issuances in particular periotd€nly a few studies deal specifically with the démn to issue
bonds in order to identify the main characterisbfdssuers. The most common and most
salient result of this literature is the positiverrelation between the probability of bond
issuance and firm size, which is consistent with ligh fixed costs of issuance and the high
information asymmetries that could prevent smafilens from tapping the market (see
Calomiris et al., 1995; Cantillo and Wright, 200Dennis and Mihov, 2003; Mizen and
Tsoukas, 2013).

Financial conditions also affect the ability ofnfis to issue bonds. Some authors find a
negative correlation between leverage and bondam®) a result that is coherent with the
hypothesis of more difficult access to the marketfirms with a fragile financial structure
(Cantor, 1990; Bourgheas et al., 2006). Other studiress the fact that high leverage could
be a signal of good credit standing and borrowismgacity (Dennis and Mihov, 2003).

! In the same spirit, Rajan (1992) shows that theesar monitoring ability of banks comes at a castbanks
gain bargaining power over firms’ profits, whichgagively affects the efforts of entrepreneurs. Birghoice
between the two forms of debt is the result of ti@napt to circumscribe banks’ power: the modelprs that
borrowers with projects of intermediate qualitydfiit best to use bank loans, whereas for firms ypithjects of
the highest and lowest quality the cost of bankitooing could make it convenient to tap the bondket

2 Guscina et al. (2014), for instance, analyse apsarof first-time issuers in a large number of egirey

economies in order to highlight the role of maca®mic factors (such as inflation, GDP growthgdispolicy,

market liquidity, volatility) among the determinantf the recent rise in bond issuances across ttmsdries.
See also IMF (2006).



Most of the analyses cited do not distinguish betwkrst-time and seasoned issuers.
Datta, Iskandar-Datta and Patel (2000) explicitdrass this issue by studying initial public
offerings (IPOs) of bonds by listed US industriadainancial corporations; using a probit
analysis they document a positive effect of firrmesand financing needs (approximated by
the change in sales and the CAPEX ratio) on théahiity of issuing bonds. Hale and
Santos (2008) use a sample of non-financial cotjpo® to investigate the role of firm
reputation and banking relationships in bond IP@giens. They document a non-monotonic
effect of reputation on the timing of bond issug$inding consistent with Diamond’s (1991)
model; they also find that firms that are larged amith more investment opportunities
undertake their bond IPO earlier. Moreover, thend fthat previous experience of private
bond issuance or syndicated loans speeds up @bdryhie public bond market, indicating that
these firms may have already borne part of thedfigests (in terms of transparency, for

instance) associated with market financing.

Our work is more similar in spirit to the last twtudies focusing on the decision to
tap the bond market for the first time, which shicallow for a better identification of issuers’
characteristics. With respect to Datta et al. (3060wever, we focus only on non-financial
firms as the determinants of bond issuances bysdeaould be radically different from those
of industrial companies. More importantly, we irsduboth listed and non-listed corporations.
We think that limiting the analysis to listed corations might reduce the external validity of
the results as listed firms have a comparative r@dg® in issuing debt securities given that
they have already undergone the operational, axgonal and disclosure upgrades needed
to list their equity. Finally, we consider both fiakand private placements as this distinction
is often not economically significant, particularly the euro area, where corporate bond
markets are typically illiquid. The uniqueness af database could therefore give important
insights into the characteristics of firms that aeally at their first experience of placing

securities among external investors.

3. The corporate bond market in Italy

We build a very comprehensive dataset that inclsaesirity-by-security information
on both public and private bond placements ofdtalisted and non-listed firms in domestic
and international markets. The information comesnfthe Dealogic archive of international
issues and the Bank of Italy securities database.udé the map of the major industrial



groups provided by Cerved to identify issues by-fieancial Italian groups, including those
realized through financial or foreign subsidiaries.

Overall, the number of non-financial firms accegsihe market from 2002 to 2013
was, on average, about 160 per year and annuas ggsses averaged 25 billion (Fig. 1).
During the crisis volumes have been significanilyhler than in the previous periddyross
issues averaged €32 billion per year, about 5@eet more than in the period 2002-08, and
reached a maximum of €40 billion in 20%13n spite of this increase, the number of
placements dropped significantly after 2008: therage number of issues decreased from
about 185 per year in 2002-08 to 130 between 2602813.

Issuance volumes by large firms and by SMEs follbwery different patterns.
During the crisis, large firms increased placemeptstly offsetting the reduction in bank
credit with new debt securiti@snost of their issues were placed in the intermafionarket.
By contrast, small and medium-sized enterprisesiaed both volumes and number of
placements significantly. Unlike large firms, SMEsp almost exclusively the domestic

market, which is mainly bank-driven and much léggitl than the international market.

Smaller firms are hampered in their recourse tolbed market by a number of
factors. Bonds issued by SMEs are often unappeatingstitutional investors because of
their low liquidity and high credit risk; at themsa time, many businesses are reluctant to bear
the costs connected with the greater level of grarency required by the market. To promote
the access by SMEs to the bond market, in 201&theernment introduced a new and more
favourable system for bond issues by non-listedpzonies, known as minibonfdzrom the
first placement in November 2012 to the end of 2ikte have been 70 issuers of minibonds
for a total of €7.1 billion. The average issue didé significantly in 2014 (about 30 million

against 120 for the whole market).

* After the peak in 2011, average bond yields deeaggnificantly following the drop in both marketes and
sovereign risk premiums. However, in the same petie dispersion of yields increased, reflectinghbihe
higher risk aversion of investors and the detetionain borrowers’ creditworthiness.

* Gross issuances remained substantial in 2014&#Bank of Italy (2014).

® An analysis conducted on a sample of around 26@ntindustrial groups shows that between 2009 2613
those that turned to the bond market reduced ith@@btedness to banks operating in Italy by arotthger cent,
while bank lending to other groups remained balsicaichanged.

® Decree Law 83/2012, ratified by Law 134/2012, updahe rules for debt security issues (financili laind
bonds) by unlisted companies other than banks aorbfanterprises. For securities listed in regulatearkets
or held by professional investors, the law remabeslimit on the tax deductibility of interest pagnts and the
maximum value of the securities that can be plagedicle 2412 of the Civil Code) and exempts some
categories of investor (including banks, compaaigs non-residents) from the 20 per cent withholdéng
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Our dataset allows us to identify companies th&tred the bond market for the first
time by selecting those firms that had not issugdsecurities for at least ten years (see Fig. 2
and Table 1). Between 2002 and 2013 first-timeassmumbered slightly more than 1,250.
The number of new entrants decreased considerabipgdthe crisis, mainly for SMEs:
between 2009 and 2013 first-time bond issues byllssmd medium-sized firms numbered
about 54 a year, 46 fewer than in the previousogerior large companies the decline was
modest (from 26 to 21)The sectoral composition of new issuers is veffedint for SMEs
and large enterprises. Manufacturing and servicesumt for about 73 per cent of large
companies, compared with 44 per cent of SMEs; iaeesof real-estate and construction is 6
per cent for big firms and 31 per cent for SMEse Blctors that have recorded a sharper drop
in the number of new issuers during the crisisraeaufacturing, especially for SMEs, and

real-estate and construction.

4. First-time issuers: descriptive statistics

In this section we compare first-time issuers witm-issuers (our control sample)

using individual balance sheets from the Cervetiaed

After the merging with Cerved the sample of fiisté issuers is reduced to 549 firms.
The decrease is mostly due to the exclusion ofir(s with financial balance sheets (i.e.
holding companies or financial subsidiaries of stdial groups); (ii) firms with missing
balance sheet data (i.e. firms without two congeeldalance sheet statements before the year
of the placement); and (iii) firms with balance shstatements not covering twelve months.
We also dropped first-time issues that were smatlesize than the first percentile of the
distribution (€175,000).

Our control sample includes virtually all non-firczed firms in the Cerved database
that have not yet entered the bond market in amgngyear. We therefore exclude all firms in
the first-time issuer sample from the year afterfibst placing, and all firms that report non-

zero bond liabilities in their balance sheet. Witkpect to the whole Cerved dataset, we also

’In 2013 and 2014 we observe a slight recoverpénriumber of new issuers that reflects the apjicaif the
new rules on minibonds as well as the increasedaddrof investors for high-yield securities.

8 We consider the individual balance sheets of sinigguers as we cannot compute group-level corsetid
statistics. In some cases, issuer balance sheetrtgt be a poor proxy for consolidated data, eapygdor large
conglomerates that may concentrate the market fignali the whole group within a single financial siglary.
In the multivariate analysis, we check that resates not affected by this problem in two ways: bgluding a
group dummy in the model and by dropping all firoedonging to major groups from the sample. In leatbes
the results presented in Section 4.3 are largetfircned.
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drop firms that are not allowed by the law to iskeads and those whose legal status or
sector are not present in the issuer sample @atorss in which no firms entered the market
between 2002 and 201%)\We also exclude companies that do not have anamatisty bank
credit facility, which we consider a pre-conditifor bond financing Finally, we exclude
statistical outliers by also eliminating firms witbtal assets lower than the first percentile
(€650,000)"* The control sample — which presents non-missirigesafor all the variables of

interest — includes 252,428 firms.

Table 2 shows that reducing the sample of firsetiissuers does not significantly
change its composition in terms of firm size. Ire testimation sample the share of
manufacturing firms is higher than among total éssuand there is a slight shift in the
composition towards issues made during the criliee estimation sample also differs in

terms of the smaller average issue size, mainlygwo the exclusion of holding companies.

Table 3 compares some characteristics of first-tisseers (in the year prior to the
placement) with those of non-issuers. Both befoie during the crisis, new issuers are older
and significantly larger than other companies (thedian turnover is around €11 million
versus €2 million). They also make more investmemts grow fastet® these data suggest
that many enterprises might enter the bond marketder to finance growth. New issuers are
also less leveraged than non-issuers. Between 20022013 the median age of new issuers
decreased somewhat, as did the median valuesruivier growth, the profitability ratio, and
size; instead the investment rate is higher tharthim previous period. However, the
differences between issuer and non-issuer compauesot seem to change substantially
during the crisis compared with the previous period

® According to the Italian law firms are allowedissue bonds only if they are incorporatedsgs.A.or S.A.p.A.
(see Civil Code, Article 2412, for the limits oretmount issued§.r.l. (see Civil Code, Article 2483, requiring
the issue to be placed initially among institutiomvestors that are guarantors for the firm’s soley if the
securities are subsequently distributed among | rataestors), Cooperativa per Azionior Cooperativa a
responsabilita limitata(see Law 448/98, Article 58.c. 1 allowing coopieg to issue bonds, and CICR
Resolution n.1058, 19 July 2005, introducing linots such bonds). Data from ISTAT (‘Struttura e dnsiene
delle imprese’, 5 June 2012) show that in 2010 824 firms could issue bonds, of which 727,914 w&nel,,
51,400Cooperativeand 37,11(.p.A.andS.A.p.A

19 We exclude three legal formSRL a Socio unig®ocieta Cooperativa a Responsabilita LimitatadSocieta
Consortile per Azioniand, based on Ateco 2007 classification at thdigR-level, 24 of the 88 classes of
economic activity; half of the dropped firms belotogthe following three classes: ‘Services for dmgs and
landscape’, ‘Social assistance’, ‘Sport and enitarant’.

" This is suggested, for example, in Diamond (199d9reover, almost all first-time issuers have akirem
relationship.

12 As robustness check we dropped firms with totabtsslower than the 5th percentile computed orfitse
time issuers distribution (around €1 million); thessults of the baseline estimation (presented bier@, column
1) are largely confirmed.

¥ Investments are drawn from the fund flow staten@emt include expenses for the purchase of tangibte
intangible assets.
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5. Multivariate analysis

In this section, we analyze the factors that paaéintinfluence the probability to enter

the bond market in a multivariate context.

5.1 The empirical model

The econometric analysis is based on the followmaglel:

p(Y;=1) = F(a + B1LOGSALES, + BAGE, + PsHIGH_GROWTHL, + BsSGROWTH., +
BsINVEST.1 + PeEBITDAr + B/LEVERAGE., + PsSHORTDEBT; +
Bo FIXED_ASSET$: + P10 SHORTDEBT..* FIXED_ASSET$; + p11 LISTED),

wherep(Y;:=1) is the probability that firmin yeart issues a bond for the first time afRds a
logistic distribution function. As the proportiof igsuers is very small, around 0.05 per cent,
estimates might be affected by a rare events Wiagh typically leads to an underestimation
of the probability of the event. We correct forsthias using the algorithm suggested by King
and Zeng (2001).

The variables on the right-hand side of the modwllude proxies of firms’
characteristics that the literature indicates dsvemt for the decision to enter the bond
market. On the demand side, we try to catch firoagacity to finance investments, the need
to rebalance their financial structure (by closthg maturity mismatch between assets and
liabilities, diversifying financing sources, or rezng funding costs), and the ability to bear
the fixed costs of bond issuance; on the supple,side include proxies of firms’

creditworthiness, which depends on financial soesdntransparency and reputation.

In order to proxy for the financing needs assodiat&h growth and investment in
fixed assets we include two dummies based on tlaageh in sales between t-2 and t-1
(GROWTH equal to 1 when the rate of sales growth liesvbeh 0 and the median value of
the positive growth, computed for each sector agar;\HIGH_GROWTH equal to 1 when
the rate is higher than the median). As a proxyfif@ncing needs we also include a measure
of investments INVEST investments over sales). Because decisions arnattfinancing
depend inversely on the ability of firms to finanogestments through internal resources, we
also include firms’ profitability, measured by EBYA over total asset€£BITDA). To control
for the maturity mismatch between assets and iieds] which could prompt firms to

lengthen their debt maturity by issuing bonds, maude the share of short-term debt and that

4 See G. Hale and J. Santos (2008) and S. Dattksksindar-Datta and A. Patel (2000).
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of tangible fixed assets over total ass&BIQRTDEBTand FIXED_ASSETSrespectively)
and the interaction between the two. To accounfdators such as transparency to investors,
reputation and the impact of issuing fixed cost® use firms’ size, measured by the
logarithm of salesOGSALE$ For the same reason we also include the firrge’ @GE)

and a dummy for listed firmd(STED. This last variable also allows us to take incact

the effects of a different regulatory framework fisted and non-listed firms. We also take
into account firms’ leverage, measured by finandebt over the sum of financial debt and
equity LEVERAGEHE, as a proxy of financial soundness and credit fsnally, we add a set
of dummies to control for time, sector and geogiegifactors:®

5.2 Results

Table 5 presents the results of our baseline mddl. estimates obtained correcting
for the rare events bias (second column) do notvs$ignificant differences with respect to
those obtained without correctiohThis suggests that the bias is negligible. Tabpeedents
the marginal effects, as a ratio with respect ephredicted probability, of the baseline model
and some alternative specifications. Tables 7 arep8rt the marginal effects of the baseline
model on sub-samples based on $zBnancial soundnes? and time period (before and
during the crisis). Overall, the ability of the n@do discriminate between issuers and non-
issuers is high, as shown by the ROC inffexveraging around 80 per cent across

specifications (Table 6).

The main results are as follows.

Financing needs

In line with the results of Datta et al. (2000) anale and Santos (2008), we find that
on average new issuers are firms that need todeamestments and growth projects. The
coefficients ofINVEST and GROWTHare positive and statistically significant in &tie

specifications of Table 6. A one standard deviatramrease in investments over sales raises

!> These differences have been partly eliminated2fti2 with the application of the new rules on mamits
(see footnote 6).

'® Tables 4 shows the correlation coefficients of¢kegenous variables.

" Standard errors are clustered by firm.

'8 Size is defined using the European Commissiontsnbaized definition of micro, small, medium andgar
firms (EU recommendation 2003/361).

!9 Financial soundness is based on the Z-score ceafmyt Cerved: we separate financially sound firwigh(Z-
score between 1 and 4) from vulnerable and riskdfifwith Z-score between 5 and 9).

% The ROC index is a measure of discrimination, the. ability of the test to classify the single ebstions
correctly. It represents the area under the RO&ecuthere the true positive rate is plotted as &tfan of the
false positive rate for different cut-off points fine estimated probability.
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the predicted probability by about 16 per cent ($able 9). Firms with low but positive
growth rates have 23 per cent more probabilityeofering the market than firms with
negative growth rates. Instead, firms with higlesadf change in salesliGH_GROWTH do
not have a significantly higher probability of emtg the bond market; a possible explanation

for this result is that investors could perceivenB with very high growth to be too risky.

The importance of firms’ financing needs is confanby the negative coefficient of
EBITDA the probability of issuing a bond rises as thailability of internal funds
decrease$. The negative effect oEBITDA might also be linked to firms’ credit risk,
assuming that low-performing firms issue bonds bseathey are rejected by banks. To
control for this hypothesis we |IEBITDA interact with investments: in the model preseimed
column 3 of Table BNVESTandEBITDA have been substituted with three dummies: one for
firms with low EBITDA one for firms with high investments (accordinghe median values
of the continuous variables), and one for theienattion term. The marginal effect of the
interaction between the two dummies is positive sigdificant, suggesting that the negative
effect of EBITDA is stronger when investments are high and thu§iroting the financing
need hypothesis. As a further check we specify dainaith a dummy for low profitability, a
dummy for riskier firms and an interaction termvbe¢n the two (col. 4, Table 6). The
marginal effect of the interaction term is not siigantly different from zero, strengthening

the interpretation that, in the baseline mo&&|TDA s not catching the effect of firms’ risk.

While the coefficient ofNVESTremains basically unchanged across the sub-samples
analysed in Table 7, that @ROWTHIoses significance during the crisis and amonkjers
and smaller firms. The profitability of firmE&EBITDA) is neversignificantly different from
zero among medium-sized and large firms, suggestiaigfor these firms the decision to tap
the bond market rarely depends on the scarcitgtefnal finance (whereas other factors, such

as relative costs of financing, could be more ingoa).

Maturity mismatches

Maturity mismatches seem to be one of the mainoreasvhy firms tap the bond
market. Firms with high shares of short-term detat af tangible assets systematically have a
higher probability of entering the bond market. Blorer, the interaction term between the
share of short-term debt and that of fixed assefositive and significant. Although the size
of the effect is small, it suggests that firms watih unbalanced financial structure (high short-

L 1n order to verify the linearity of the relatioetween profitability and bond issuance probabiligy substitute
EBITDAwith three dummies corresponding to the three dsghuartiles of th&BITDA distribution (see col. 2,
Table 6); the effect is always negative and sigaift and is stronger for higher quartiles.
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term debt and high fixed capital) are more likelyigsue bonds as they want to rebalance the
maturity mismatch between assets and liabilitiesblds 7 and 8 show that this effect is

important only for micro and small firms, wheretisinot confirmed for larger ones.

Risk, size, age

First-time bond issues are more likely for lesselaged firms, as their securities
represent a safer investment for subscribers; finding seems coherent with several
theoretical and empirical contributions (Bolton dfdixas, 2000; Cantor, 1990; Bourgheas et
al., 2006). A one standard deviation increaseBEWERAGEreduces the predicted probability
by about 28 per cent (Table 9). This relationslsipstatistically significant in all the sub-
samples in Tables 7 and 8, with the exception ef ghb-sample for large firms (whose
leverage is lower and less variable than that d@lisiinms) and that for the crisis period. As a
further test for the importance of firm’s risk, @@lumns 5 and 6 of Table 6 we add to the
independent variables a dummy equal to one fom@iraly sound firms (according to a Z-
score computed by Cerved) and a proxy of the codebt computed as the ratio of interest
expenses to total debt. The dummy for sound firsnsat significantly different from zero,
probably because its effect is largely captureatmer independent variables, ld&SVERAGE
or EBITDA. Instead, the proxy for the cost of dehbiows a negative relationship with the
probability of issuing bonds for the first timie

Moreover, confirming one of the most common resaftthe empirical literature, the
probability of a first-time bond issue is higher farge firms, as well as for listed ones, that
are more able to bear the fixed costs associateti wie bond issue and whose
creditworthiness is easier for external investoragsess. The magnitude of the effect is big:
the probability of listed firms is 5 times high&éan that of unlisted ones, while a one standard
deviation increase in size raises the probabilig times. This result remains significant

across all sub-samples.

The variable for firms’ age, instead, is never Bigant, showing that the relation
suggested by the descriptive analysis in Sectioaudd be driven by the correlation between

AGE and other variables.

Given the importance of firms’ size in determinithg probability of entering the bond

market, we estimated our baseline model separttegmall firms and for larger ones (Table

2 1n the first two columns of Table 7 we split tremple into firms that are financially sound andseathat are
not. The first sub-sample shows a higher predipdbability and has low growth as one significarivet to
enter the bond market, unlike the other firms.
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7, columns 3 and 4). As expected, the predictetahitity of issuing a bond for the first time
iIs much higher for medium-sized and large firmathar small ones. Moreover, the sample
split by size shows that for large firms the driyiforces of the decision to enter the bond
market are mainly firms’ financing needs associatéd growth and investments. Instead, for
SMEs the issuing probability depends more oftentten need to rebalance their financial
conditions, the leverage and the availability aémal resources.

Before and during thecrisis
During the crisis the signs of all estimated maagieffects remain unchanged with
respect to the previous period, although the pritibabf issuing a bond for the first time, as

predicted by the model, drops by more than 50 est.c

In order to evaluate correctly the decrease irptiedicted probability between the two
sub-periods, we try to disentangle the effects dfange in the model coefficients from those
of a change in the values of the independent vi@salThis exercise allows to answer the
following question: what would have happened if vhties of firms’ indicators had remained
unchanged?

Taking the pre-crisis period as the reference cayeg.e. leaving the independent
variables unchanged at their pre-crisis mean valuesompute the change in the probability
of issuing for the first time. This counterfactisiows that the probability estimated by the
model would drop by 27 per cent, about half of alstual change in the predicted probability

as reported in columns 5 and 6 of Tabfé 7.

The results suggest that an important contributionthe drop in the predicted
probability of issuing bonds also comes from a deann the estimated coefficients.
Specifically, the most significant changes areduction of the coefficient related tNVEST
and an increase in those relatedSlHORTDEBTand LISTED?** The higher value of the
estimated coefficient cBHORTDEBTis probably due to the sharp reduction of the miark
interest rates during the crisis, which raised itteentive of lengthening the debt maturity.
The large increase in the coefficient IOSTED could reflect the effect of an increase in
investors’ risk aversion and their propensity ilmstribing bond issued by more transparent

firms; similarly the lower effect of investments tre probability of entering the bond market

2 This result remains valid if we compute the cotfatgual for the crisis period by substituting thetual
coefficients with those estimated in the pre-ci@siod (col. 5 of Table 7) and leaving the indegmnt variables
unchanged at their crisis mean values: in this t@sehange in probability would be -25 per cent.

4 This check has been done by estimating a modehioh all the independent variables are interaetitd the
dummy CRISIS; the four variables cited are thogh wignificant coefficients of the interaction texm
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could be linked to the difficulties of external @stors in evaluating firms’ growth
opportunities among the uncertainties of a detateéal macroeconomic context.

0. Potential issuers

Based on our estimates, we identify potential Hirse issuers as the subset of non-
issuer firms with characteristics similar to thasiethe firms that have entered the bond

market in recent years.

We first compute the predicted probability of afibond issue for each firm based on
the estimates in Table 6, column 1. The probabdisgributions for the two subsets of firms
(first-time issuers and non-issuers) in 2013 a@wshin Figure 3. As expected non-issuers
have a far lower predicted probability than firsté issuers; the median values of the two
distributions are 0.02 per cent and 0.1 per cespaetively. Non-issuers are concentrated

around very low values, while issuers have a mueterdispersed distribution.

We then select all non-issuer firms with a predicprobability exceeding certain
thresholds, corresponding to the median and thla pbtcentile of the distribution of the
issuer companies. We repeat this estimation fahalinodels in Table 6. The results reported
in Table 10 indicate that the number of companiéh & higher estimated probability of
entering the bond market than the median in 201sbmewhere between 3,950 and 4,300.
The number drops sharply once we select compantbsaw estimated probability above the
75th percentile (between 450 and 650). The poitimases of the potential issuers are
surrounded by considerable uncertainty: a 95 per cenfidence interval includes a number
of firms ranging from 180 to 1870.Figure 4 shows that potential issuers are mainbrgy
and manufacturing enterprises, medium-sized argkJand located in the North West; they
are also concentrated in the less risky categargrding to the Z-score.

With respect to similar estimates of the basinaikptial issuers made by other Italian
analysts, these numbers are widely lower, mostlifeaceng the differences in the
methodology used. Specifically, we consider a lamgember of variables and we use an
econometric analysis to estimate their specifiea$ on the probability of issuing borfds.

% The actual number could also be somewhat lowerging from 130 to 1720, if we consider that some
companies belong to the same industrial group hatitond financing at group level is often concatetl in
one issuer.

% |n October 2014 the CRIF rating agency calculdted about 8,000 firms could potentially issue tmid
since they respect specific thresholds of four m@dasheet indicators (turnover, EBITDA over salaor
leverage ratio, net debt over EBITDA ratio; seepitvww.crif.it/News/Comunicati-stampa/Pages/Studio
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Whether or not these potential issuers eventuabyjd® to enter the bond market is
contingent on a number of factors. On the demaded, s$i depends on the actual interest of
investors for this asset class, which could in@eas investors seek higher yields, or shrink
again when market interest rates rise. On the guspiple, the probability of entering the
market depends mainly on firms’ financial and ecuoitoconditions as these factors have an
impact on firms’ financing needs. As we estimatee humber of potential first-time issuers
using 2012 balance sheet data, the estimate witiginly be higher when the macroeconomic
cycle eventually improves. Finally, our estimatesndt take in account the potential effect of
the recently introduced rules on minibonds thaeedtto non-listed firms some of the fiscal
and regulatory advantages enjoyed by listed ones.

7. Conclusions

In this paper we examine the characteristics dihanon-financial firms that accessed
the bond market for the first time between 2002 20#13. We build a very comprehensive
dataset that integrates security-by-security intram on public and private bond placements
with balance sheet data for all firms. Our dataseludes all bond issues by Italian non-

financial firms, listed and not listed, in domestitd international markets.

We estimate a logit model for a firm’s decisionetater the bond market. In line with
most of the empirical literature, our analysis @on$ that reputational aspects and firms’
transparency positively affect issuing probabilitye coefficients of firms’ size and a dummy
for listed firms are large and always significangiyeater than zero. These issuers are easier

for investors to assess and better able to bedixdnk costs of a first-time issue.

We also find evidence for two typically importanivers of the decision to enter the
bond market: the need to finance growth and the t@eebalance the financial structure. The
rate of investment expenses and the rate of sabegtyare positively correlated with issuing
probability; moreover, first issues are more fragugmong firms with high short-term debt
and high fixed capital. For medium-sized and ldigas the most important factors driving
the issuing decision are those associated withfithés need to finance growth, whereas
among small firms issuing probability depends mioeguently on their financial structure,

such as leverage and the maturity mismatch betvaseat and liabilities. Moreover, only

imprese-mini-bond-CRIF-Rating_Agency.aspx). SinlaCerved Group (2013) indicated that about 35,000
non-financial unlisted companies with more thanibion sales have characteristics compatible witinibond
placements, as these could be classified “investgiele” according to the issuing firms’ Z-score.
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among small firms does the scarcity of internalaficial sources positively affect the
probability of issuing bonds for the first time.

Finally, we find evidence that during the crisig timncreased risk aversion of market
investors played an important role in the drophaf probability of issuing bonds for the first

time.

Overall, these results may help to explain whyidtafirms have a low propensity to
tap the bond market. In particular, the importaotsize, leverage, and growth prospects in
determining the probability of a first-time issugggests that some important characteristics
of Italian firms (small average size, high leveragel limited macroeconomic growth over
the last two decades) could be slowing the devetoprof the bond market.

Based on the analysis conducted, we estimate libatdn-issuers include about 450-
650 firms whose characteristics are similar to ¢hoscompanies that have placed bonds in
the past decade. Potential issuers are mainly raatuning companies, large and medium-
sized, and located in the North West. The pointnedes of the potential issuers are
surrounded by considerable uncertainty; for ingathey do not take in account the possible
positive effects of the recently introduced rulesmoinibonds on the probability of first-time

issues.

The analysis could be improved along several lilggsme of our results could be
tested with an ex-post analysis to study how emgettie bond market affects firms’ growth or
financial choices. It would also be interestingstady the role of the costs of the different
sources of funding and investigate what drivescti@ce between bank and bond financing,
also controlling for the characteristics of the lbdéinm relationship. A specific analysis of the

effects of the recent minibond measure is alsddéeffuture research.
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Appendix

Fig. 1
Italian corporate bond issues
(number and billions of euros)
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i gross issues (right hand-scale) ~ ——number of issuers
Note: Data include both first and secondary issues.
Fig. 2

Italian corporate first-time bond issues
(number and billions of euros)

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

i gross issues (right-hand scale) ——total number of issuers

——SMESs: number of issuers ——large firms: number of issuers

Note: in this paper, a bond issue is considerefirgt-time bond issue’ when the

issuer (individually considered) has not issuedenthonds in the preceding 10
years.
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Fig. 3
Model based probability of corporate first-time bord issues in 2013:
kernel distribution
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(1) Potential issuers are defined as non-issuerth &n estimated issue
probability above the 75th percentile of the presticprobability of actual first-
time issuers. The estimates refer to the base niodelble 6, col.1.
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Table 1
Italian corporate first-time bond issues by size ad sector

(number)
Year 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 20123 20btal
SME
Construction and real estate 32 18 19 42 31 32 42 35 20 17 6 301
Services 26 19 11 13 10 15 12 8 7 8 10 17156
Manufacturing 38 30 17 37 28 26 29 20 12 10 16 1275
Others 21 18 18 30 25 32 31 22 13 13 8 8239
Total 117 85 65 122 94 105 114 85 52 48 40 44 971
Large enterprises
Construction and real estate 3 1 1 1 2 2 0 0 1 0 3 216
Services 10 8 7 9 4 6 4 6 3 5 2 15 79
Manufacturing 18 18 10 6 15 9 11 8 8 11 8 10132
Others 5 8 13 3 4 5 2 4 4 4 4 7 63
Total 36 35 31 19 25 22 17 18 16 20 17 34 290

Note: in this paper, a bond issue is considerditst-time bond issue’ when the issuer (individyatbnsidered)
has not issued other bonds in the preceding 1&year
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Table 2

Comparison between the whole set of first-time bontssuers

and the estimation sample
(numbers and percentages)

Whole dataset of new Firms included in

. L Difference
issuers estimation sample
1261 firms 549 firms
Dimension
SME (%) 77.0 77.2 -0.2
Large enterprises (%) 23.0 22.8 0.2
Years
Pre-Crisis (2002-2008) (%) 70.3 66.5 3.9
Post-Crisis (2009-2013) (%) 29.7 335 -3.9
Sectors
Constructions and real estate (%) 25.1 28.2 -3.1
Manufacturing (%) 32.3 39.7 -7.4
Services (%) 19.0 22.0 -3.1
Other sectors (%) 23.6 10.0 13.6
Avg. issue amount (millions of euros) 26.3 20.6 5.7

Note: The new issuers excluded from the estimasample are the holding companies of industrial gsou
(mainly included in ‘Other sectors’), firms with ssing balance sheet data in the year precedingshe, and
firms with balance sheet statements not coverirgjvevmonths, firms with total assets and issue lsitew the
first percentile (respectively, €650,000 and €1@6)0 Significance levels: 1 per cent (***), 5 pent (**), 10
per cent (*).
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Descriptive statistics

Table 3

New issuers Non-issuers
Mean Median 25° Perc. 75° Pefc. Mean Median 25° Perc.P@ést.
365 firms 163,204 firms
Turnover (thousands of euro) 62,760 11,084 1,869 30,953 10,651 2,261 920 6,235
Firm age (years) 22.6 19.0 10.0 29)0 18.6 16.0 9.0 25.0
Turnover growth 10.3 4.6 -2.1 16.2 7.8 4.2 -7.3 18.7
PRE-  Epitda/assets 7.2 6.3 1.8 118 7.6 7.2 33 11.8
Zg(?észlios Investment/turnover 12.4 3.9 0.9 151 6.3 15 0.2 5.6
Leverage 54.2 58.6 325 78|1 66.2 73.1 48.3 88.8
Short term debt 22.0 19.0 6.0 34)0 231 19.7 7.7 33.8
Fixed assets 31.1 20.8 7.8 491 24.8 14.6 4.0 37.1
184 firms 197,910 firms
Turnover (thousands of euro)| 126,368 9,106 1216 38,676 8,039 1,549 571 4,108
Firm age (years) 23.3 18.0 9.0 32{0 19.4 17.0 10.0 26.0
Turnover growth 6.2 1.9 -10.4 19.6 2.0 0.0 -15.2 13.6
CRISIS: Ebitda/assets 5.7 4.7 1.7 8.8 5.9 5.4 2.1 9.5
2009-2013 Investment/turnover 15.3 4.6 11 281 7.1 14 0.2 6.1
Leverage 54.9 56.8 33.8 75)2 63.1 68.9 42.2 87.8
Short term debt 22.8 18.8 6.8 32/9 21.0 16.6 5.5 31.2
Fixed assets 29.6 17.8 3.7 51)7 29.6 17.9 3.7 49.0

Note: There are 549 first-time issuers between 280@ 2013 that have complete balance sheet dataein
Cerved database (in the year preceding the issukpee included in estimates. Statistics for finste issuers
refer to year preceding the issue. Statistics enctiange in turnover and investments over salewiasorized

at the 5th and 95th percentiles.
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Table 4

Correlations between regressors

High_ Fixed_
Logsales Age  Growth Growth Invest Ebitda Leverage Shortdebt Assets Listed

Logsales 1

Age 0.18 1

High_Growth 0.07 -0.10 1

Growth 0.10 0.06 -0.37 1

Invest -0.21 0.01 0.00 0.00 1

Ebitda 0.18 -0.01 0.11 0.13 -0.07 1

Leverage -0.12 -0.23 0.04 -0.07 -0.05 -0.22 1

Shortde bt 0.03 -0.05 -0.01 -0.04 -0.05 -0.14 0.47 1

Fixed_Assets -0.34 0.12 -0.06 0.07 0.26 -0.01 -0.13 -0.18 1

Listed 0.06 0.05 0.00 0.00 0.00 -0.01 -0.03 -0.01 -0.0103 1

Note: statistics are computes on the whole sampleqouation (2) in

winsorized at the 1st and 99th percentiles.
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Table 5

Probability of corporate first-time bond issues
(pooled data; estimated coefficients)

Baseline model:

Logit Relogit
(1) )
Logsales 0.5255%+* 0.5243*+*
(0.0387) (0.0387)
Age -0.0026 -0.0026
(0.0029) (0.0029)
High_Growth 0.1633 0.1672
(0.1163) (0.1163)
Growth 0.2239** 0.2251*
(0.1041) (0.1041)
I nvest 0.0015%* 0.0015%+*
(0.0002) (0.0002)
Ebitda -0.0204*** -0.0203***
(0.0045) (0.0045)
Leverage -0.0111%** -0.0116***
(0.0016) (0.0016)
Shortdebt 0.0043*+* 0.0056*+*
(0.0009) (0.0009)
Fixed_Assets 0.0064** 0.0066***
(0.0022) (0.0021)
Shortdebt* Fixed _Assets 0.0001* 0.0000**
(0.0000) (0.0000)
Listed 1.7882%* 1.8033***
(0.2397) (0.2396)
Observed probability 0.00050 0.00050
Predicted probabilty (at means) 0.00023 0.00023
Observations (number) 1,103,116 1,103,116
Issues (number) 549 549

Note: the estimates presented in column 2 are cteddor the rare events bias using the King-
Zeng algorithm. Regressors include time, sectardlragional dummies. Continuous variables
are winsorized at the 1st and 99th percentilesndat@ errors are shown in parenthesis.
Significance levels: 1 per cent (***), 5 per cert)( 10 per cent (*).
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Table 6

Probability of corporate first-time bond issues
(pooled data; ratio of marginal effects on preditgrobability)

Baseline model

Extended models

1) ) ®3) 4 (5) (6)
Logsales 0.5284*+* 0.5343%*  0.4970**  0.5184**  0.5368**  0.5387+*
Age -0.0026 -0.0028 -0.0028 -0.0023 -0.0023 -0.0027
High_Growth 0.1738 0.1960 0.1695 0.1853 0.1755 0.1851
Growth 0.2356** 0.2725**  0.2460*  0.2576**  0.2418*  0.2246**
I nvest 0.0015** 0.0014** 0.0014**  0.0015***  0.0015***
Ebitda -0.0205%** -0.0179**  -0.0184**
Leverage -0.0117*** -0.0116™* -0.0124** -0.0118** -0.0124** -0.0152**
Shortdebt 0.0069*+* 0.0069**  0.0070**  0.0067**  0.0069**  0.0072+*
Fixed_Assets 0.0076** 0.0082**  0.0058**  0.0080***  0.0079***  0.0071**
Shortdebt* Fixed_Assets 0.0001*+* 0.0001**  0.0001**  0.0001**  0.0001**  0.000T**
Listed 5.1071%* 4.6424%*  4.3682%*  4,9043**  4.8501**  4.5336"*
2" Q Ebitda -0.3296***
3" Q Ebitda -0.5800***
4™ Q Ebitda -0.5778**
Low_Ebitda 0.5066**  0.4396***
High_lInvest 0.5900***
High_Invest* Low_Ebitda 0.5211%**
Financially_Risky 0.1579
Financially_Risky* Low_Ebitda 0.2844
Financially Sound -0.1247 -0.1808
Debt Cost -0.0229*
Observed probability 0.00050 0.00050 0.00050 0.00050 005M® 0.00049
Predicted probability (at means) 0.00023 0.00023 @800 0.00023 0.00023 0.00023
Observations (number) 1,103,116 1,103,116 1,103,116 02.7x87 1,102,819 1,102,781
Emissions (number) 549 549 549 547 547 543
Roc index 0.83 0.84 0.84 0.84 0.84 0.84

Note: logit estimates are corrected for the ramnéybias using the King-Zeng algorithm. Regressuiside
time, sectoral and regional dummies. Continuousalebas are winsorized at the 1st and 99th peresmtil
Marginal effects are computed at mean values. fiégmnice levels: 1 per cent (***), 5 per cent (**}0 per

cent (*).
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Table 7

Probability of corporate first-time bond issues bysub-samples
(pooled data; ratio of marginal effects on preditgrobability)

Financially Vulnerable or  Micro or Medium or Pre-crisis Crisis
sound risky small large
D @) (©) 4 Q) (6)
Logsales 0.5491 % 0.5315%* 0.2208*** 0.5333** 0.4978** 0.6313**
Age 0.0005 -0.0054 -0.0049 -0.0046 -0.0016 -0.0042
High_Growth 0.2564 0.1084 0.5063** -0.1347 0.0113 0.4584**
Growth 0.4105** 0.0782 0.1313 0.2558* 0.3167* 0.0464
I nvest 0.0011%* 0.0024*** 0.0011%** 0.0043** 0.0060** 0.0018+*
Ebitda -0.0202** -0.0165** -0.0299*** 0.0003 -0.0220*** -0.016*
Leverage -0.0114%** -0.0162*** -0.0156*** -0.0048 -0.0147%* -0.@92*+*
Shortdebt 0.0136*** 0.0068*** 0.0053*** 0.0048 0.0072%* 0.0109*+*
Fixed_Assets 0.0052** 0.0092%** 0.0079** -0.0020 0.0076** 0.0041
Shortdebt* Fixed_Assets 0.0003*** 0.0001** 0.0001*** -0.0004** 0.0001** 0.0001
Listed 3.8788** 5.1905*+* 87.2161** 4.0169** 1.8107%* 15.7129*+*
Observed probabilty 0.00060 0.00043 0.00027 0.00207 00049 0.00030
Predicted probability (at means) 0.00028 0.00020 @900 0.00133 0.00034 0.00016
Observations (number) 436,491 666,328 965,433 137,683 4,089 609,036
Emissions (number) 263 284 264 285 365 184
Roc index 0.83 0.85 0.82 0.78 0.85 0.82

Note: logit estimates are corrected for the raren&y bias using the King-Zeng algorithm (RelLogit).
Regressors include sectoral and regional dummiestii@ious variables are winsorized at the 1st 9t 9
percentiles. Marginal effects are computed at @yeralues. Significance levels: 1 per cent (***)pér cent
(**), 10 per cent (*).
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Table 8

Probability of corporate first-time bond issues bysub-samples
(pooled data; ratio of marginal effects on preditgrobability)

Financially sound  Vulnerable or risky Micro or small M edium or large
Pre-crisis  Crisis  Pre-crisis Crisis Pre-crisis Crisis  Precrisis  Crisis

@) @ ®) 4) ®) (6) ™ 8)

Logsales 0.5201** 0.6317** 0.5077** 0.6933** 0.2481** 0.2417 0.4291** 0.8871**
Age -0.0028 0.0075 -0.0009 -0.0149  -0.0017  -0.0091  -0.0044 0033
High_Growth 0.3338 0.1644 -0.2403 0.6611*  0.2600 0.9620*** -0.2041 0428
Growth 0.6494**  -0.0224 0.0616 0.0490 0.2562 0.3152*  0.1592
I nvest 0.0028* 0.0014** 0.0086** 0.0027** 0.0048** 0.0010** 0.0082** 0.0055***
Ebitda -0.0232** -0.0082 -0.0196** -0.0076 -0.0280** -0.0326* -0.0048 0.0094
Leverage -0.0161** -0.0016 -0.0154** -0.0217** -0.0180** -0.@62** -0.0091**  0.0051
Shortdebt 0.0146**  0.0129  0.0052** 0.0150** 0.0072*** 0.0088** (00068*  -0.0007
Fixed_Assets 0.0054*  0.0057  0.0091**  0.0016  0.0084**  0.0032 -0.0021 033
Shortdebt* Fixed_Assets 0.0002**  0.0004**  0.0000 0.0001 0.0001*  0.0001 -0.0005**-0.0004
Listed 1.8837* 13.4882** 1.4014* 15.4779** 15.9032225.1530* 1.9012** 7.9986***
Observed probability 0.0010 0.0003 0.0006 0.0003 0.0004 .0002 0.0026 0.0015
Predicted probabilty (at means) 0.0005 0.0002 0.0002 .0001 0.0002 0.0001 0.0016 0.0010
Observations (number) 181,907 254,584 311,878 354,450 9,648 545,785 74,432 63,251
Emissions (number) 180 83 184 100 172 92 193 92
Roc index 0.82 0.83 0.88 0.85 0.85 0.82 0.79 0.78

Note: logit estimates are corrected for the ramnéybias using the King-Zeng algorithm (ReLod®®gressors
include sector and regional dummies. Continuousaibas are winsorized at the 1st and 99th peresntil
Marginal effects are computed at average valugmif8iance levels: 1 per cent (***); 5 per cent **10 per
cent (*).
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Table 9

Magnitude of the effects of a one standard deviatioincrease
in the explanatory variables on the probability ofissuing bonds

Logsales I nvest Ebitda Leverage Shortdebt  Fixed_Assets
Effect 1.42 0.16 -0.18 -0.28 0.15 0.25
t'test *kk *%kk *kk *kk *kk *kk
mean 7.5 17.9 6.7 64.5 21.9 27.5
standard deviation 1.7 93.6 9.2 27.8 20.0 28.9

Note: statistics are computes on the whole sanfaguation (1) in Table 6. The effects are compuaethe
ratio of probability change over the predicted @doibty (at means). Significance levels: 1 per qgit); 5 per

cent (**), 10 per cent (*).
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Table 10
Potential first-time issuers in 2013

Threshold value of new issuers' predicted e .
Number of "similar’ non-issuers

probability
0f -
Type per cent Estimates QSA)_ confidence
interval
. median value 0.12 4,084 [1349 , 9758]
Baseline model
(Table 6, col.1) .
75° percentile 0.28 469 [203 , 1549]
Extended model median value 0.13 4,157 [1395 , 9968]
(Table 6, col.2) .
75° percentile 0.28 529 [194 , 1702]
Extended model median value 0.12 4,267 [1620 , 10194]
(Table 6, col.3) .
75° percentile 0.28 647 [210, 1871]
Extended model median value 0.12 3,966 [1321, 9591]
(Table 6, col.4) .
75° percentile 0.29 473 [205 , 1484]
di I 0.12 3,946 1289, 9675
Extended model median valie [ ]
(Table 6, col.5) .
75° percentile 0.29 440 [205 , 1524]
Extended model median value 0.13 4,119 [1319, 9962]
(Table 6, col.6) .
75° percentile 0.30 448 [183, 1444]

Note: firms surveyed in the Cerved database 20tvath an estimated first-time issue probability
above the given threshold. We consider only thediincluded in our sample. The percentiles are
computed on the estimated probability for the nesuérs.
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