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Double-side moral hazard and convertible bond design in venture

capital firms

WU Bin, XU Xiao=xin, HE Jian-min
School of Economics & Management, Southeast University, Nanjing 210096, China

Abstract: Personal bounded rationality and the investment project of uncertainty of future benefits make ven—
ture capitalists and entrepreneurs face the risk of double moral hazard. This paper divides the venture capital
project into early days and the development product market stage. By introducing the VC and EN’ s cost coef—
ficient, we discuss when the control transfer randomly between the VC and EN, whether and how convertible
bonds will produce an effect on VC and EN operations in order to find some feasible solutions to the problems
of double-side moral hazard.
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