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Firm Leverage. Debt Duration and Monetary Policy
Liu Wei. Li Lian-fa

Abstraet: In the debt repayment model based on investment production, this paper finds that when the debt repayment
ability of the enterprise is weak in the short term and the debt issuance period is short, the dilemma is inevitable: On way is to is-
sue a large amount of short—term debts, which are aimed at improving resource allocation efficiency, at the cost of bad debts. Or
else, the scale of debt is insufficient to achieve resource allocation efficiency, but no bad debts. When resource allocation effi-
ciency is constrained by insufficient financing, monetary policy strengthens the output goal, reduces the weight of the debt repay-
ment target, and extends the debt maturity, which is conducive to making the output and resource optimal allocation level consis-
tent.
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