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Table 1 Definition of key variables

In(MV/E) TG A R L Y SRR
BV/E ORI P T 4 5 R B

Pm SBRAR BE R S SRR AR S, 35 BV/E BB AR AR A5 20 S0 =41, 2R BV/E Ab T Pl 2, 0 P HU(E D 1,75 04 0.

Ph SBRAF BE VR Ry S BIREAR S 3% BY/E RS RIS REAR S0 =4, 2R BV/E Ab T o 4L, ) PR HUE 1,75 0000 0.

Court A AR R B LB S ™ o JEE , U Cours ZEHER 1, 75 B 0.
Age AT ETTARRS AL AR — 5 BN R
Size PASEIF W PSS AW OIS E (SR €l Ipi 8
Lev A FAIAGUKF 5™ i i
Cfo AT LB G AR HZE TG 37 A 095 BB R LUK S B8 2.
Cashholding B Fr AT KT, 52 T 0% <5 SRR B 0 2 IR LA 9 5 .
Beta N EVRGUAR: UL A KA

4 SHIEWRIGFIZE RS

4.1 HRMESIT

L2 G0 T F B R ARG 4
MV/E FEARTEBO B B s, L (E ol - 3. 112,
PRUEZE R 1. 072, P ECH - 3. 263, 2L IES

. BV/E ¥J{H A 29. 530, i /ME M 3. 351,
&% KAE M 340. 300, i B AN [F] 2 w] 22 8] £F 76 %
KB 2 5. Court ¥J{H N 0. 231, by 1 22 N4
0.421, RRMFEA 2 23, 1% 2 7] H BT 78 Hb
B B A7 T A . R A
KRS C AR KA, SRR
ST AT tE L.
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Table 2 Descriptive statistics for the main variables
AR LB HfH P22 F/ME i £ RRE
In(MV/E) 13 057 -3.112 1.072 -6.154 -3.263 2.507
BV/E 13 057 29.530 48. 990 3.351 14. 089 340. 300
Court 13 057 0.231 0.421 0 0 1
Age 13 057 2.117 0.775 0.693 2.197 3.258
Size 13 057 22.190 1.252 20.010 22.010 26. 170
Lev 13 057 0. 404 0. 195 0. 055 0. 393 0. 843
Cfo 13 057 0. 052 0. 064 -0.129 0.051 0.232
Cashholding 13 057 0. 354 0. 250 0. 035 0.293 1.431
Beta 13 057 1. 188 0.290 0.478 1. 185 2. 115

4.2 EAEEF

T PE AT AN I TS ™ o R R ST ) 4
FEAIIH 31 (1) Ph x BV/E Z&30J& 0. 000 2, 7F
1 % (7K 1 5380 0F, Fe B 25 78 v R (9 15
T, BFIRE S A R A N S i 2
[E) Ay T 34 O 2R B, R ) 55 A w) AR B B
T VS BRI, 5 Hao 25 BF o8 245 R — 3%

ARSI — 2D B 5 A A A R T SR
TSN B S AU (B ™ A 5 ), SEIE 2
W3 3](2) ~F(5). 33 %](2) " Court x Ph x

BV/E Z¥0K 0. 053,75 1% /K b B2 HiE, 1
AFEHIAS )5, 2 3 51 (3) " Court x Ph x BV/E
FEA 0 R I, SR B ATl 3
FERN , 263 51(4) ~ 31 (5) " Court x Ph x BV/E
REITE 1% K 1 E N IE, L Egs R4t
OS] Z T R SPRHE TR L. ©LIFR 3 51(5) M,
FEVE RS0 = HA B RS, BRI BE SRS A ]
HIHEIIRUNE 2445 5. 3%, A 40 & Tk
ARSI X FRAIRE R A F B S
PR AR AT T HE AU .
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Table 3 Specialized bankruptcy courts and firm liquidation option value

. (1) | (2) (3) | (4) | (5)
AL F— — " -
BASRL: TS R H g
p -0.387 """ 0. 059 -0.093 0.110 -0. 009
m
(-7.49) (0.73) (-1.45) (1.38) (-0.14)
Ph 1.056 *** 1.986 """ 1.663 """ 1.997 *** 1.728 "
' (58.92) (21.61) (19.18) (22.28) (21.18)
0.010 " 0.067 *** 0.042 """ 0.071 """ 0. 050 "
BV/E
(48.87) (8.98) (6.78) (9.40) (8.64)
0.054 " -0. 005 0.013" -0.010 0. 003
Pm xBV/E
(15.54) (-0.55) (1.86) (-1.22) (0.54)
0. 0002 *** -0.065 " —-0.040 """ —-0.069 “** —-0.048 ***
Ph x BV/E
(5.71) (-8.64) ( -6.36) ( -9.06) (-8.14)
0.418 "~ 0.393 """ 0. 465 " 0.454 "
Court
(4.07) (3.86) (4.52) (4.55)
-0.408 “** -0.311"" —0.473 """ -0.416 """
Court X Pm
(-2.73) (-2.40) (-3.17) (-3.27)

® SHWPEEVT BT, BRI T Ph x BY/E UK IE | W5 7ER 3055 50 570 7 77 4 BE Be S 0 3 S WAL (L A9 S i B PR x BV/E 3
ORGP 2P0 5 B, 332 P T S A S 2 T AR ORI B F A S . BE R AR B A AT € LW, Ph x BV/E (9 34X
4 -0.052(t= -3.45).
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Table 3 Continues
e (1) (2) (3) (4) (5)
A2 HL -
Rz AT B A 0
-0.557 """ -0.450 """ -0.578 """ —0.549 ***
Court X Ph
(-4.20) (-3.43) (-4.39) (-4.27)
-0.053 """ -0.040 """ -0.057 *** -0.053 """
Court x BV/E
(-4.07) (-3.21) (-4.39) (-4.26)
0.049 "~ 0.037 *** 0.055 """ 0. 050 """
Court X Pm x BV/E
(3.25) (2.67) (3.67) (3.65)
0.053 "~ 0.041 """ 0.057 *** 0.053 "
Court X Ph x BV/E
(4.08) (3.24) (4.40) (4.27)
—3.887 *** —4.,204 *** 4.072 " —4,323 """ 4.032 """
Constant
( -368.40) (-71.24) (17.12) (-70.59) (17.35)
Controls No No Yes No Yes
Year No Yes Yes Yes Yes
Industry No Yes Yes Yes Yes
City No No No Yes Yes
Observations 13 057 13 057 13 057 13 057 13 057
Adj- R 0.582 0.622 0.743 0.653 0.760
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SRR P v i AT 5 ( Bankruptey_Court) , I [FIFELH A
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5.1 HlLEISH
5.1.1 B FHFAIE
TESEVEAEAT D BT, AR SCIREE | 2007 4F
=3k ) St =2 J 1R i 7= T 3 b i 2 =) 5080 ok
R g Bse. EART S, DARE ™ ol B 52 28
IR 7 AR B 72 e o 1] o st 1 ) SR
( Process_gap) \$& 32 1% 7™ 75 % W1 3 211k B % A2
T[] B I B SR (Wit _gap ) VE AR
. SVFEAT D BUR S, i T4 F AR B
5 IS ™ EAE R BT E], 2R 4 TR 8] (4) BEAR EmE
RTFU(1).
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Table 4 Mechanism analysis: The efficiency of bankruptcy proceedings

e (1) (2) (3) (4) (5) (6)
B30 i
Process_gap Process_gap Process_gap Wait_gap Wait_gap Wait_gap
-1.626""" -1.6447"" -1.644 """ -1.475""" -1.475""" -1.475""
Court
(-3.88) (-3.57) (-3.68) (-10.43) (-10.43) (-10.81)
0.116 1663 “**
Applicant
(0.19) (5.57)
Year Yes Yes Yes Yes Yes Yes
City Yes Yes Yes Yes Yes Yes
Observations 71 71 67 57 57 53
Adj- R? 0.978 0.978 0.974 0.987 0.987 0.977

(EAR IR A2, ol T 0™ B A 5 1 AR
], 5155 N BTN Y AR5 ™ I 7 52 BRABIRR |
PEASPPREEET5 T AT A 22 57, 3 ] RE 22 X ™ S0
32 BRA IR AR R . AR SO ™ B AR R T

THE, Horh U 5. 6% 1 BT & H 555 A4
(1, FAR 94. 4% B HE R i USO8
T ARSI ST A AR A AU B DL K )
B ER 52 95 A S ™ RO AR AR DLE S 3

® ARRLHE , AR SCER XA IMEA HEAT T — BRI AR VAR By, 45 2R S BT 4L,
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4 50 (1) #0510 (4) AIHL, Court 1 FHL
F O, AR WIS B o I E 9 o 3 AR
TR SRR B R I TR Gl A Appli-
cant AETI WG FARM 22 57 3k 4 91 (2) F14
(5) Z5HATHL, Court ZAEXA 12 A . BLAL, HBR
T AR T R RE A R 4 51 (3) Al
B1(6) Court Z2EXAE 1% BRI g & R, Ui A
BB o P RE LT B v 1 ™ SR A A PSR AV 4518
5.1.2 gy MBIAT

N T HITHERAGR H AL R TR 2 5k
DG BREAL2x BRI, (A2 7R T I
ZERGN BB AN, REAS L2 AT T R,
PEMIE 5 2> 7 A3 S RN (L. AR SCAS S
AT SRR I R A

Investment, = o + a,ROE, + o,Court, x

ROE, + a,Court, +y X, +
FEs + ¢, 4)

HPSZYRETE"  Cao Y WS, Investment,,
PR R BEFRRE, THR D7 3 = (I [ 9
7 T BT MU I B SO B B + HUR

T ) B A E M A AN B B v - b
I#6] R B 7 TCHE B 7 A A 0 5% 7 A I ) 38 4
O — AbE F2N w) R A B I B W B i B
G/ IR I AR BEAT v Bk
AT VARE | AT 1 5 45 2R 1 ] PRI M. AR SCLA
ROE, F/R A R B AIRe 7, I8 AR BEA T Ao
BT IR, S8 a4 Wang Fl Yan'™ 1Y
W, UEASE KR (Growth,, ) 1F 954
AETEAR BEAL S 4845, B A KA
R RIS W 0 B W 7, 38 W] LA 78 ol 55 2278
FR MRS, T S e 2 ) B 45 BEAIL 2. A SCHE R
Growth,, IR FEA >R =41, LA Growth,, B
AN ENL S S, Growth, SR W%
PLESBAIRA 3% 5 4ty T R e 45 1.

MSEUESE SR A H 7R 5 91 (3) b I E S5
PR RE B ST 5 B B2 19 A8 BT ( Court x
ROE) B ZHH 0. 088, 7E 5% B {7 /KF L %K
IE X RIS TR ISR ZN AR EE 5™
A R BT B R 1O SR L2 0 R
P A5 TEAIL B 22 20 W) SIS A i 450 58 R
S v 2w AN (B, DATTIE SE A SC R iR
(1472 SR AL

RS MBS TYHRRIT

Table 5 Mechanism analysis: Real option exercise

o (1) 2) 3)
B2 — -
Eidrig IRy WP a— BHHLAR
0. 004 0.013 -0.079 **
ROE
(0.14) (0.60) (-1.98)
0.002 0.003 0.002
Court
(0.47) (0.60) (0.30)
-0.014 -0.022 0.088 **
Court x ROE
(-0.36) (-0.60) (2.04)
-0.047 -0.094 """ -0.102 """
Constant
(-1.64) (-3.23) (-2.72)
Controls Yes Yes Yes
Year Yes Yes Yes
Industry Yes Yes Yes
City Yes Yes Yes
Observations 4282 4 294 4 300
Adj- R 0.139 0. 166 0. 169

5.2 RERMSH

S S AU R IR B B S R A o
] 4y L T 2 ) A M R PR A ) ), LA
FAUGERRP A R 5T, KRBT RE

TS N F 25 10 4503 2 F) A EE AR OR 25, B PIT I 1Y
“Higzs " 5P % Wang Fl Xiaol™) IR & B I
REZR A BLHE AR A 5T | AR SC A
A SR AR5 R Y LA A B KR AR A 2 AT
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% e, (SERTIH) SRR A2 R
ORECTA;, = ay + o, Size,, + a,Lev, , +
asRoa; , + a,Topl, , +
asTop2_5;

a,Board; , + aglnd, , +

+ o Dual; , +

13

a Mkt , + Z Industry +

z Year + &, (5)
Horb ORECTA,, “hy o Ath 7 Wi 300/ 2K 8L % 7,
Size, , SN FERAR Lev, , R RAR, Roa, A

BB R, Topl,, e — RIBRARFR I ],
Top2_5,, R T R AR AR TR L, Dual, ,
ARG —, Board, RE RS, Ind, AT
HP L], Mk, , AT E. B RIRAR T2 R
JE v TR TP LB, AR SR AT A A 4 52 42 T ™
2 AU B R R AR

%6 1 Court x Ph x BV/E W) REHERUNAR
PPRERE AR AR A T B 25 TF B TE fA fR4
PR BREAS TR O R T8 i B 2 A 56, HL2H 1)
PO . AR 25 RO R BRI
I, 8 7 5 ] 2 1) B ST BE B8 3 3o Aot AL 1 £
AT W K FEAT W B B s T AL
HrH.

x6 REMESH: GRARPEE

Table 6 Heterogeneity analysis: Degree of creditor protection

(1) (2)
A i FA AR = BRI R BEAR
Aty A INE SR R L E
-0.047 0. 095
Pm
(-0.53) (1.21)
Ph 1. 548 1. 890
(19.23) (25.66)
BV/E 0. 046 0. 063
(5.19) (8.85)
0. 009 -0.009
Pm x BV/E
(0.94) (-1.07)
Ph x BV/E -0.042 -0.062
(-4.73) (-8.65)
0.284" 0.553 """
Court
(1.96) (4.58)
-0.195 -0. e
Court X Pm 0.586
(-1.03) (=3.74)
-0.189 -0. e
Court X Ph 0.761
(-1.19) (-5.17)
Court x BV/E ~0.030 ~0.069
(-1.65) (-4.62)
0. 023 . o
Court X Pm x BV/E 0. 069
(1.16) (4.17)
0.028 o
Court x Ph x BV/E 0.071
(1.54) (4.72)
4.964 " 3.160 ***
Constant
(15.83) (11.74)
Controls Yes Yes
Year Yes Yes
Industry Yes Yes
City Yes Yes
Observations 6513 6 503
Adj- R 0.797 0.765
P1E 0.000
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%7 1 Court x Ph x BV/E ) 25018 %2 77 1]
PERCRZAREA T g 25 ELAE 5% 7™ ] 36 P ¢ v 2L A
ENG R STIBURTE 2 G oL M= R NTTI= A g aatt] BULK 1y
R AR A A HAE AU B A3 5 i PR iy
PETIA B 5 17 B 7= nl i P A AR AR AR A H] L
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Table 7 Heterogeneity analysis: Degree of asset reversibility

(1) (2)
At BE 7] BE7E ] AR
RS i . T M -5 FE I L1
0.214" -0.088
Pm
(1.67) (-0.78)
Ph 1. 682 1.677 "
(16.26) (16.66)
BV/E 0. 068 0.060 **
(6.04) (6.03)
-0.018 0. 006
Pm xBV/E
(-1.39) (0.54)
- . 3 kK ok _ . %k %
Ph x BV/E 0-06 0.057
(-5.59) (-5.67)
0.416" 0.810 ***
Court
(1.77) (5.06)
-0.348 -0. e
Court X Pm 0. 605
(-1.14) (-2.91)
Court x Ph -0.501 " -0.645"
(-2.03) (-3.54)
-0.041 -0. e
Court X BV/E 0.095
(-1.41) (-4.90)
0. 032 . o
Court x Pm x BV/E 0- 080
(0.99) (3.73)
0. 041 . o
Court x Ph x BV/E 0.094
(1.42) (4.81)
4.955 """ 4.006 """
Constant
(12.58) (9.62)
Controls Yes Yes
Year Yes Yes
Industry Yes Yes
City Yes Yes
Observations 3093 3 365
Adj- R 0.838 0.788
PAH 0.018
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Table 8 Heterogeneity analysis: Legal environment

(1) (2)
ISt IR A4 KIE A2
AR, AU E S E R Y LB
-0.169" -0.024
Pm
(-1.87) (-0.28)
1.420 """ 1.795***
Ph
(16.32) (22.53)
0. 032 *** 0.051 "
BV/E
(3.57) (6.82)
0.021 """ 0. 005
Pm x BV/E
(2.11) (0.59)
-0.028 *** -0.050 """
Ph x BV/E
(-3.12) (-6.64)
0.310" 0.428 """
Court
(1.90) (3.57)
-0.475"" -0.226
Court X Pm
(-2.34) (-1.43)
-0.271 -0.510"""
Court x Ph
(-1.48) (-3.64)
-0.032 -0.045 """
Court X BV/E
(-1.57) (-3.06)
0.044 " 0.033""
Court x Pm x BV/E
(1.97) (2.00)
0.031 0.046 """
Court x Ph x BV/E
(1.51) (3.11)
4,848 """ 3.517 """
Constant
(14.26) (12.99)
Controls Yes Yes
Year Yes Yes
Industry Yes Yes
Observations 6 567 6 485
Adj- R 0.779 0.741
Pia 0.060

5.3 THYN. EFHEKENNAR

Li 2597 R ] 3 K AN (2 Bl 20 7
{19 % FEE I B T 20 A5 A . 204 97 T T ™ 4 it %( )+ 0,Cm x (7”}
SEBUH AR BN 22 1A T B I R AL BV, BV,
ST TR T T 3 5 4 RO v g R AL w.Ch x ( E, )+ N 6)
{H. ST e, 7% SO0 32 0 J30 J O R 5, ) 2t A A5 ' BV,) "
(6) A K AL ASCHIR E/BV BIES IR I REAR S5 43l = 4.

In (MV”)= ay + a,Cm + a,Gh +
BVil
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o, Court,, + o, Court,, x Gm +

agCourt,, x Gh + a,Court, x
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1. 284 11 78 W5 B I ALERAT o Lo 3B AT
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Table 9 Specialized bankruptcy courts and firm growth option value

(1 (2) (3) (4)
. KSR B S W AU R
- SR 1 4 [ A 5 R 5 BRI

PSR, 0 (A 5 1 H (K
-0.152 """ ~0.134 """ -0.117 -0.135"*
Gm
(-3.63) (-4.42) (-1.47) (-4.25)
ch -0.293 *** -0.119 *** 0. 020 -0.121 ***
(-8.16) (-3.52) (0.22) ( -3.18)
-0.060 """ -0.038 " -0.0127"* ~0.100***
E/BV
(-2.87) (-2.51) (-5.51) ( -6.16)
1.452 " 2.900 “** 2.901 ** 3.071 ***
Gm x E/BV
(2.45) (6.65) (2.35) (6.73)
3.336 *** 3.336 """ 2.257 % 3.440 “**
Gh x E/BV
(14.57) (14.28) (3.76) (12.96)
—0.058 *** 0. 006 —-0.054 7"
Court
(-2.72) (0.10) ( -2.45)
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Table 9 Continues
(1) (2) (3) (4)
- HER IR WL IH A 5™ EEWEET HEWEEATT
= FEnlE A 7 BE [l A i B ATl 7 BARAT
KAt . TAINE 555 1 L E
0.013 -0.093 0.012
Court x Gm
(0.19) (-0.49) (0.17)
-0. 140 -0.720 """ -0.086
Court X Gh
(-1.52) (-2.98) (-0.87)
-0.037" -0.214" 0.024
Court x E/BV
(-1.93) (-1.76) (1.19)
0.310 1. 687 0. 205
Court X Gm X E/BV
(0.33) (0.57) (0.20)
1.699 “** 5.318 """ 1.284"
Court x Gh x E/BV
(2.64) (2.99) (1.87)
-5.960 *** 2.599 *** 2.567 *** 2.524 %"
Constant
( -533.70) (11.89) (4.95) (11.00)
Controls No Yes Yes Yes
Year No Yes Yes Yes
Industry No Yes Yes Yes
City No Yes Yes Yes
Observations 14 558 14 558 1519 13 036
Adj- R? 0.065 5 0.681 0.757 0.690
PE 0.000
BRI RE T 5 A 28 W AR AR B 2 B T S 4, i
6 HHRIF RARLGE R, PRAT 1 AL, 38 KA 3

$eTt.

ARSI A B BA AR BOR R S S —
IO — AP SE R R B TR R TR ™ B B
55 ™ o e i) B AR E A T Y 4 e 7
T A% T BRRRAE T, (EL 3 ) i 2 w3 T Ak RE AT
FAAEARSE Z AL | 28 9 BRI AT 8™ i 4 v i)
2R I Al T, S R B AN
Al s 26 = i ein i, R g E R AT &
T AP R TH AT, WA i Ak v [ Y i Ul
i, ANWTEE A IE I RRE AR i i A
AT I BE B R A B A B8RAT 5 5 = IR R R
HAH R i Al AR 2R B2 Al (R R 5 3k
FEL e A T 7 1 3 G R . A0 A AR 1 A T R
S BEAT S 0 S R 8 DD AR G« vE B 5 B DA
Al AU, FT LR T B R G B AR B SR T 3
R AR E P, WS 2 B H S5, i
Sl 09 A J8 RCHE R, o 3R 55 T S AR 2 3%
P el S
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Valuation and real effects of insolvency regimes: A quasi-natural experiment
on the establishment of specialized bankruptcy courts

WANG Hong-jian'* >, HU Wen-qian''?, FANG Yu-ming®, XIAO Jun'"

1. School of Finance, Jiangxi University of Finance and Economics, Nanchang 330013, China;
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Abstract; Building upon the real options theory, this study investigates the valuation and real effects of spe-
cialized bankruptey courts using a multi-period difference-in-differences model , aiming to reveal a new channel
through which insolvency regimes can allocate resources more efficiently. The research findings indicate that
the establishment of bankruptey courts significantly enhances the equity value of liquidation-option firms due to
strengthened creditor protection. Mechanism tests reveal that bankruptcy courts notably expedite the execution
of liquidation options, prompting under-performing firms to reduce their investment scale in a timely manner.
Further tests reveal that bankruptey courts also accelerate the expansion of investment scale for well-performing
firms through market competition effects, thereby boosting the equity value of their growth options. Our find-
ings highlight that the bankruptcy system, by facilitating the timely exit of distressed firms, contributes to im-
proving resource allocation efficiency.

Key words: insolvency regimes; valuation effects; real effects; quasi-natural experiment



