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Does negative rates of
Interest have a negative




iImpact on the asset's
value? Negative rates of
interest are doing a lot of
damage to the economy,
and I'm wondering if they
iImpact the value of the
asset itself or not. If
negative rates of interest
would lower the value of
an asset, then it would
mean that the investors




would expect a lower
return from investing in
the asset. What would be a
simple way to model the
impact on the value of the
asset? A: If negative
interest rates lower the
expected return of a debt,
the company issuing it Is
more likely to default
because the cost of losing




Iits name equity to
"default” is higher than the
cost of defaulting with a
positive return. Assuming
that the government can't
buy the debt itself and
instead turns to a small
group of lenders who are
betting on the company's
collapse, negative interest
rates will increase the cost




of defaults by the

premiums paid to these
lenders. Consequently, the

risk of default is higher.
Interest rates have a lower
expected return, because
it Implies a lower expected
yield on the capital of the
company, and ultimately a

higher cost of capital.

Consequently, their capital




structure will consist of a
higher share of debt,
which, in turn, may
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