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The Evolution of Corporate Financing
Instruments A Legal Perspective

LIU Yan

The organization of a corporation corresponds to its financing mechanism. A search
into the history of corporate financing depicts a picture of three peak periods of institutional
innovation. At first the emerging of joint-stock companies in the 17th century solidified the basic
elements of a corporate organization especially the formation and differentiation of the concepts of
stock shares and capital. Secondly at the end of the 19th century the demands under different
scenarios created many financial tools with mixed characteristics of shares and debts which led to the
failure of the traditional “share debt dichotomy. The latest but not the last episode is the derivative
revolution and financial engineering in the 1970s  which mercilessly deconstructs and reorganizes the
traditional stock and debt instruments. The innovation of financing tools also means the construction
and reconstruction of organizational form creating new conflicts of interest and stimulating the
germination and growth of legal regulations. The interaction among market financing and
organization drives the sustainable development of corporate finance and corporate /commercial law.

Financing Tools; Joint-stock Company; Financial Innovation; Evolution of

Corporate Law
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