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		Abstract

		We analyze public interventions to alleviate debt overhang among private  rms when the government has limited information and limited resources. We compare the eÂ¢ ciency of buying equity, purchasing existing assets, and providing debt guarantees. With sym- metric information, all the interventions are equivalent. With asymmetric information between  rms and the government, buying equity dominates the two other interven- tions. We solve for the optimal intervention, and show how it can be implemented with subordinated loans and warrants. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Philippon,  Thomas and Schnabl,  Philipp, Efficient Recapitalization (September 2009). NYU Working Paper No. 2451/28301,  Available at SSRN: https://ssrn.com/abstract=2323451
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Thomas Philippon (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: New York University (NYU) - Department of Finance]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				New York University (NYU) - Department of Finance  ( email )

			

			
			
				
				
				
					Stern School of Business
44 West 4th Street
New York, NY  10012-1126
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Philipp Schnabl

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: New York University (NYU) - Department of Finance]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				New York University (NYU) - Department of Finance  ( email )

			

			
			
				
				
				
					Stern School of Business
44 West 4th Street
New York, NY  10012-1126
United States

				

				
			

			
				
				
					HOME PAGE: http://pages.stern.nyu.edu/~sternfin/pschnabl/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       59

			

		
		
		
			Abstract Views

			    2,758

		

		
		 
		
			Rank

			  134,339

		

		
	


	

	
		
			
				       42 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,097

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Microeconomics: Asymmetric & Private Information eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Asymmetric & Private Information eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              848

                                    

                                    
                                        PAPERS

                                            9,544

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    New York University Stern School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                New York University Stern School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               42

                                    

                                    
                                        PAPERS

                                            3,437

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Panagiotis G. Ipeirotis at New York University - Leonard N. Stern School of Business

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Collective Moral Hazard, Maturity Mismatch and Systemic Bailouts

                        
                            By
                                
                                
                                    
                                    Emmanuel Farhi
                                     and 
                                
                                    
                                    Jean Tirole
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Collective Moral Hazard, Maturity Mismatch and Systemic Bailouts

                        
                            By
                                
                                
                                    
                                    Emmanuel Farhi
                                     and 
                                
                                    
                                    Jean Tirole
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Will the U.S. Bank Recapitalization Succeed? Eight Lessons from Japan

                        
                            By
                                
                                
                                    
                                    Takeo Hoshi
                                     and 
                                
                                    
                                    Anil K. Kashyap
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Efficient Recapitalization

                            
                                By
                                    
                                    
                                        
                                        Thomas Philippon
                                         and 
                                    
                                        
                                        Philipp Schnabl
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Efficient Recapitalization

                            
                                By
                                    
                                    
                                        
                                        Thomas Philippon
                                         and 
                                    
                                        
                                        Philipp Schnabl
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Efficient Recapitalization

                            
                                By
                                    
                                    
                                        
                                        Thomas Philippon
                                         and 
                                    
                                        
                                        Philipp Schnabl
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Lowering the Cost of Bank Recapitalization

                            
                                By
                                    
                                    
                                        
                                        John C. Coates, Iv
                                         and 
                                    
                                        
                                        David S. Scharfstein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Assessing TARP

                            
                                By
                                    
                                    
                                        
                                        Dinara Bayazitova
                                         and 
                                    
                                        
                                        Anil Shivdasani
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Real Effects of Bank Bailouts: Micro-Evidence from Japan

                            
                                By
                                    
                                    
                                        
                                        Mariassunta Giannetti
                                         and 
                                    
                                        
                                        Andrei Simonov
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Real Effects of Bank Bailouts: Micro-Evidence from Japan

                            
                                By
                                    
                                    
                                        
                                        Mariassunta Giannetti
                                         and 
                                    
                                        
                                        Andrei Simonov
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.125 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

