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Corporate Financing Choices Under Asymmetric Information

PENG Shou-kang

(Jiaxing Institute , Zhejiang Jiazxing , China, 314001)

Abstract: This paper studies corporate financing choices under asymmetric informa-
tion. Using a corporate decision model, we reach the following conclusions: Information dis-
parity affects corporate financing choices. Whenever a decision is disclosed,it has the signa-
ling effects. Qutside investors will reason that the firm’s decision to issue shares signals
“bad news” and issue debts conveys “good news”. We also discuss the issues of whether the
corporate prefers debt to equity if outside funds are needed, and the timing of stock issues.
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