RIETI Discussion Paper Series 06-J-009

BEEMEICHE > EPRNEROEFHEHE ERHEN

&I
RAERIZAT

E5H K
BERIAFRKZBRKE / CRD

Research Institute of E

conomy, Trade & Industry, IAA
I ITBUE N B SRS AR
http://www.rieti.go.jp/jp/


http://www.rieti.go.jp/jp/

RIETI Discussion Paper Series 06-J-009

RIETI

CRD

2001 Credit Risk Database CRD



90
Xu (2004a, 2004b)
(2005)
(2003) (2004)
Helwege

and Packer (2003)

Kang and Stlutz (2000)

duration

(duration analysis)




2001 Credit Risk Database CRD

CRD

CRD 130

17



CRD

(duration analysis)

Gilson  (1990) James (1995,1996)

(2005)



Gilson (1997)

(von Thadden,

Berglof, and Roland 2003; Franks and Sussman, 2005)

(coordination failure) (hold-out)

(coordination failure)
(hold-out)
Diamond (1993) Diamond and Rajan (2000, 2001)
Welch

(1997)

Weiss 1990, Xu 20043, b

Petersen



and Rajan 1997

3.
2001
CRD
CRD
1996
2
1
2
(2004) (2004)
% 2003

Credit Risk Database CRD

130 2
17
2002 :
2
1

(Analysis Time)

Ono (2001) Tsuruta



/ / / 0.1%

0.1%
2 Table 1 1996
2 11,491 357
11,134 2002 4,047
1997 2 363 6394 2002
9,791 1998 2
20,014 351
12,440 7,223 2002
1999 2 12,465 2002
14,254 2002
506 2000 2
32,098 18,699 3 458
12,941 2001 2001 2
36,650 26,125
10,025 2 500
32,078 2002 2 1
247 2 CRD
Table 1 2
2 3 4 5
Table 2 2



ROA

(TS_A total sales/assets / )
4,
Trade Payables — Total Liability ratio CRD
Total Loans— Total Liability ratio
4
4 Trade Loans— Total Liability ratio  Trade Payables — Total Liability
ratio -0.5722



Notes payable

/ Trade Payables®

(Ordinary Income/Assets)

(Ordinary Income/Assets * Log (Assets))

(Cash/Total Liability)




Rate)’

® CRD

« + )

(Interest Rate)

) 5,000

(Land+Buildings)/Total Liability) °

1,000

(Interest



10

CRD

1 (Credit guarantee) 1

1999 2000
1 (SG dummy)
(SG dummy) Credit guarantee*

SG Dummy

Caves
(1988) Mata and Portugal (1994) Audretsch and Mahmood (1995)
1.8% 80% 3 8 (
1 8 )
1 ( )
10
2 8 1,250
2 6 3 ) 8
1,250 1.0%

11
(selection biases)

10



2
(2004)
(Industry
Dummy) (Regional Dummy) (Year Dummy) Table
3 Table 4
Kernel Density Function
Figure 1 Figure 2
Table 5
1
1 0 1 @ 6
) / (Trade Payables-Total Liability ratio)

year of becoming distressed))

12

'2(Trade Payables-Total Liability ratio (at the

)

11



(Notes Payable / Trade Payables)

(credit run)

( ®3)

@) ) / /
(Total Loans — Total Liability ratio /

/ 1

®)

12



10

(2006)

1

(Ordinary Income/Assets * Log (Assets))

13



Caves (1988) Mata and Portugal (1994)

(2004)

(Log(1+Firm Age))

14

Audretsch and Mahmood (1995)

10

Table



Table5 1

Table 5 (6) 1

Semi-parametric Cox Proportional Hazard Model**

Inh(t) = Inh0(t) + X(0) B

H H(tX(t))= hO(t) exp(X() B) H(tX(1)] 2 3 )
t (Hazard rate)
(hazard rate)

h(t)=limAt - 0" P(t<=T<=T+AtT>=t)/At =f(t)/S(t)

T S(t) t (survival function) f(t)
(density function) hO(t) (Baseline hazard)
Mata and Portugal (1994)

15



B
Table 6
2
2 logit
(robustness) Semi-parametric Cox
Proportional Hazard Model Weibull Distribution
h(0)=Ap( pt)** (Parametric Hazard Model)
Table7 10
Schmidt and Witte (1989) Split

16



Population 1 Table8

Semi-parametric Cox Proportional Harzard Model

(robust)
6.
2001 Credit Risk Database CRD
2

15 Split population i Si=1/(1+e"®) t

t Int; o t

Pi  (1-&j) +3i((Xib-Int)/O) ©

Xi ab Schmidt

and Witte (1989)

17



(robust)

RIETI

CRD CRD RIETI

18



DP

Asquith, P., Gertner, R., and Shcafstein D. (1994). Anatomy of financial distress: an examination
of junk-bond issuers, Quarterly Journal of Economics, 625-658.

Audretsch, David B. and Mahmood, Talat (1995), New firm survival: new results using a hazard
function, The Review of Economics and Statistics 77, 97-103

Caves, Richard E.(1998) Industrial Organization and New Findings on the Turnover and Mobility
of Firms; Journal of Economic Literature 36, 1947-82

Diamond, Douglas W(1993). Seniority and Maturity of Debt Contracts, Journal of Financial
Economics 33, 341-68.

Diamond, Douglas W.; Rajan, Raghuram G(2000).A Theory of Bank Capital; By Diamond,
Douglas W.; Rajan, Raghuram G.; Journal of Finance 55, pp. 2431-65

Diamond, Douglas W.; Rajan, Raghuram G.(2001) Liquidity Risk, Liquidity Creation, and
Financial Fragility: A Theory of Banking; Journal of Political Economy 109, pp. 287-327

Franks , Julian and Oren Sussman (2005). Financial Distress and Bank Restructuring of Small to
Medium Size UK Companies, Review of Finance, 9, 65-96.

Gilson, Stuart C. (1990). Bankruptcy, boards, banks, and block holders, Journal of Financial
Economics 27, 355-387.

Gilson, Stuart C. (1997). Transactions Costs and Capital Structure Choice: Evidence from
Financially Distressed Firms, Journal of Finance, March 199752, 161-196.

Gilson, Stuart C., Kose John and Lang, Larry, H.P. (1990). Troubled debt restructurings, Journal of
Financial Economics 27, 315-353.

Helwege, Jean and Frank Packer. (2003) Determinants of the choice of bankruptcy procedure in

Japan, Journal of Financial Intermediation, 12, 96-120.

19



James, Christopher (1995), When do banks take equity? An analysis of bank loan restructuring and
the role of public debt, Review of Financial Studies 85, 567-585.

James, Christopher, (1996), Bank debt restructuring and composition of exchange offers in financial
distress, Journal of Finance 51,711-727.

Kang, Jun-Koo and Rene M, Stultz (2000). Do banking shocks affect borrowing firm performance?
An analysis of the Japanese experience, Journal of Business, 73, 1-23.

Mata, Jose; Portugal, Pedro (1994), Life Duration of New Firms; Journal of Industrial Economics
42, 227-45

Ono, Masanori. (2001), Determinants of Trade Credit in the Japanese Manufacturing Sector,
Journal of the Japanese and International Economies 15,160-177.

Petersen, Mitchell A.; Rajan, Raghuram (1997), Trade Credit: Theories and Evidence; Review of
Financial Studies 10, pp. 661-91

Pulvino, Todd C. (1998), Do Asset Fire Sales Exist? An Empirical Investigation of Commercial
Aircraft Transactions; Journal of Finance 53, 939-78

Schimidt, Peter and Witte, Ann Dryden (1989), Predicting Criminal Recidivism Using ‘Split
Population’ Survival Time Model, Journal of Econometrics 40, pp. 141-159

Shleifer, Andrei and Vishny, Robert W.(1992) Liquidation Values and Debt Capacity: A Market
Equilibrium Approach; Journal of Finance 47, pp. 1343-66

von THADDEN, Ernst-Ludwig VON; BERGLOF, Erik; ROLAND, Gerard (2003), Optimal Debt
Design and the Role of Bankruptcy; Discussion Paper, Université de Lausanne, Ecole des HEC,
DEEP, Cahiers de Recherches Economiques du Département d'Econométrie etd'Economie
politique (DEEP)

Tsuruta, Daisuke. (2004), Bank Information Monopoly and Trade Credit: Does Only Bank Have
Information? Evidence from Panel Data of Small Businesses in Japan, COE Discussion Paper
Series, The University of Tokyo.

Weiss, Lawrence A.(1990), Bankruptcy resolution, Journal of Financial Economics 27, 285-314.

Welch, lvo (1997), Why Is Bank Debt Senior? A Theory of Asymmetry and Claim Priority Based

20



on Influence Costs; Review of Financial Studies 10, 1203-36
Xu, Peng (2004a). Bankruptcy Resolution in Japan: Corporation Reorganization vs. Civil
Rehabilitation, RIETI Discussion Paper 04-E-010
Xu, Peng (2004b), Increasing Bankruptcies and the Legal Reform in Japan, Journal of
Restructuring Finance, Vol.1, No. 2, 417 — 434, 2004
(2004) RIETI Discussion
Paper Series 04-J-001
(2004) RIETI Discussion
Paper Series 04-J-004
(2003)
(2005) RIETI Discussion
Paper Series

(2006)

RIETI Discussion Paper Series

21



Table 1: The Number of Bankrupt Firms and Surviving Firms

the year when firms suffer distressed
1996 1997 1998 1999 2000 2001 2002 Total
Bankrupt Firms 357 363 351 506 458 500 247 2,782
go bankrupt in less than 1 year 30 24 21 77 135 263 247 797
go bankrupt in 1-2 years 41 36 58 148 193 237 713
go bankrupt in 2-3 years 62 63 92 155 130 502
go bankrupt in 3-4 years 47 92 103 126 368
go bankrupt in 4-5 years 58 76 7 211
go bankrupt in 5-6 years 73 72 145
go bankrupt in over 6 years 46 46
Surviving firms 11,134 16,185 19,663 26,719 31,640 36,150 31,831 | 173,322
Not-censored samples | 4,047 6,394 7,223 12,465 18,699 26,125 31,831 | 106,784
Censored samples | 7,087 9,791 12,440 14,254 12,941 10,025 66,538

Table 2: Performance during financial distress

event samples

|
—————————— +

| 176,116
| 107,936
| 70,399
| 44,849
| 26,536
| 15,154
| 5,383
|

|

446,373

med (ROA)

.0880041
.0201037
.00562132
.0004177
.0063622
.0066069
.0057554

.0400394

med (TP/TL)

.0611278
.063544
.060774

.0590376

.0549417

.05622343

.0451124

.0604091

med (TA/TL)

.1913675
.1970308
.1997036
.1933921
.1895058
.1912728
.21356289

.1944187

med (TS/A)

1.703074
1.679675
1.625311
1.571306

1.51975
1.426229
1.329608

1.646643

Note: ROA=(operating income+interest receivables+dividend)/assets,
TP_TL=trade payables/total liability, TA_TL=tangible assets/total liability

TS_A=total sales/assets

22



Figure 1: Kernel Density Function: Trade Payables-Total Liablity Ratio before Bankruptcy
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Figure 2: Kernel Density Function: Trade Payables-Total Liablity Ratio before Bankruptcy
(for Firms whose sales is more than 500 billion yen.)
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Table 3: Expected Signs

Explanatory Variables

Expected Signs

Log(Assets) + or -
Interest Rate +
Trade Payables/Total Liability +
Total Loans/Total Liability -
Notes Payable/Trade Payables +

(Land Buildings)/Total liability
Cash/Total liability -

Ordinary Income/Assets
Sales/Assets

Credit Guarantee
Special Credit Guarantee

Table 4: Summary Statistics

Variable Obs Mean Std.Dev. Min 25% 50% 75% Max
Legal Bankruptcy 270,269 0.007 0.085 0.000 0.000 0.000 0.000 1.000
LogO Assets) 270,269  10.895 1.460 0.000 9.908 10.761 11.728 20.602
LogO 14+Firm Age) 249,900 3.028 0.661 0.000 2.565 3.091 3.555 7.602
Interest Rate 229,958 2.735 34.983 0.000 1.539 2.436 3.230 15828.950
Trade Payables-Total Liability ratio 250,085 0.112 0.141 0.000 0.010 0.060 0.161 1.000
Trade Payables Growth 234,122 0.013 2.155 -13.274 -0.031 0.000 0.014 863.509
Total Loans-Total Liability ratio 250,085 0.754 0.204 0.000 0.649 0.810 0.912 1.000
Total Loan Growth 234,122 0.154 30.917 -126.695 -0.096 -0.017 0.078 14261.590
Notes Payable/Trade Payables 250,089 0.243 0.349 0.000 0.000 0.000 0.547 1.000
(Land+Buildings) /Total Liability 249,614 0.319 8.726 0.000 0.074 0.196 0.400 4259.500
Cash/Total Liability 266,260 0.085 0.148 0.000 0.018 0.050 0.114 42.387
Ordinary Income/Assets 250,083  -0.077 6.920 -3403.500 -0.104 -0.007 0.043 22.895
Sales/Assets 270,269 2.163 11.146 0.000 0.891 1.611 2.681 4792.718
Credit Guarantee 270,269 0.490 0.500 0.000 0.000 0.000 1.000 1.000
Special Credit Guarantee 270,269 0.143 0.350 0.000 0.000 0.000 0.000 1.000
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Table 5: Logit Model

(1)

2)

3)

(4)

(5)

(6)

(7)

Logit Model

Sample:Excess of debts and ordinary loss for more than two consecutive terms

Trade Payables-Total Liability ratio 1.523"** 1.328"** 1.583"** 1.510"**
(0.183) (0.203) (0.188) (0.184)
Trade Payables-Total Liability ratio 0.894***
(at the year of becoming distressed) (0.183)
Trade Payables Growth 0.752***
if Growth Rate is Positive (0.215)
Trade Payables Growth -1.472%*
if Growth Rate is Negative (0.350)
Total Loans-Total Liability ratio -0.671***  -0.684"**
(0.152) (0.155)
Total Loan Growth -0.073
if Growth Rate is Positive (0.152)
Total Loan Growth -0.232
if Growth Rate is Negative (0.186)
LogO Assets) 0.373***  0.388™**  0.382"**  0.395***  0.401"*  0.376"""  0.365"""
(0.021)  (0.020)  (0.021)  (0.020)  (0.021)  (0.021)  (0.021)
LogO 14+Firm Age) 0.051 0.031 0.062 0.027 0.021 0.047 0.049
(0.046) (0.046) (0.047) (0.046) (0.047) (0.047) (0.046)
Interest Rate 0.123*** 0.134™** 0.122*** 0.128*** 0.126*** 0.124*** 0.123***
(0.009) (0.009) (0.010) (0.009) (0.010) (0.010) (0.009)
Notes Payable/Trade Payables 0.661***  0.713***  0.620"**  0.757***  0.741"™*  0.638"*"  0.665"""
(0.077) (0.077) (0.079) (0.075) (0.077) (0.079) (0.077)
(Land+Buildings) /Total Liability -1.046™**  -1.043***  -1.009"**  -1.149***  -1.143*** -1.036™* -1.015"**
(0.118)  (0.119)  (0.118)  (0.119)  (0.121)  (0.119)  (0.117)
Cash/Total Liability -8.089***  -7.804***  -7.972***  -7.810*** -7.757***  -8.063*** -8.097"**
(0.533) (0.526) (0.545) (0.525) (0.538) (0.546) (0.532)
Ordinary Income/Assets -0.731"**  -0.682***  -0.737*** -0.667"*" -0.713™** -0.768"**  1.767""
(0.107) (0.107) (0.109) (0.107) (0.111) (0.108) (0.728)
Ordinary Income/Assets*Log(Assets) -0.2517**
(0.069)
Sales/Assets -0.131***  -0.101***  -0.153*** -0.103*** -0.113*** -0.141"** -0.123***
(0.026) (0.025) (0.027) (0.025) (0.026) (0.027) (0.026)
Credit Guarantee -0.264***  -0.242"**  -0.327"*"  -0.256"*"  -0.314***  -0.2417** -0.267"*"
(0.057) (0.057) (0.060) (0.057) (0.060) (0.066) (0.057)
Credit Guarantee*SG dummy -0.414***
(0.150)
Industry Dummies yes yes yes yes yes yes yes
Year Dummies yes yes yes yes yes yes yes
Regional Dummies yes yes yes yes yes yes yes
Sample 205,488 205,488 199,348 205,488 199,376 205,488 205,488

Note: Standard errors are in parentheses. “Interest rate” is the ratio of a firm’s interest expenses to the sum of
its short-term debt, long-term debt, and discounted notes receivable. When variables include outliers, they are
truncated at their 0.5th percentiles or 99.5th percentiles of the sample. This result does not change if we truncate

at their 1st percentiles or 99th percentiles of the sample.

***Significant at 1% level.
**Significant at 5% level.
*Significant at 10% level.
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Table 6: Cox Proportional Hazards Model

(1)

2)

3)

(4)

(5)

(6)

(7)

Cox Proportional Hazards Model

Sample:Excess of debts and ordinary loss for more than two consecutive terms

Trade Payables-Total Liability ratio 1.483*** 1.304™** 1.482*** 1.475***
(0.179) (0.199) (0.179) (0.179)
Trade Payables-Total Liability ratio 0.930"**
(at the year of becoming distressed) (0.178)
Trade Payables Growth 0.675*"*
if Growth Rate is Positive (0.209)
Trade Payables Growth -1.339**~
if Growth Rate is Negative (0.345)
Total Loans-Total Liability ratio -0.658™**  -0.670"*"
(0.149) (0.153)
Total Loan Growth -0.129
if Growth Rate is Positive (0.152)
Total Loan Growth -0.167
if Growth Rate is Negative (0.184)
LogO Assets) 0.365"**  0.379***  0.374™*  0.387***  0.392"*  0.365™""  0.357"""
(0.020) (0.020) (0.021) (0.019) (0.020) (0.020) (0.020)
LogO 14+Firm Age) 0.038 0.022 0.058 0.015 0.018 0.035 0.036
(0.045) (0.045) (0.046) (0.045) (0.046) (0.045) (0.045)
Interest Rate 0.115"* 0.125"** 0.114*** 0.121** 0.119"** 0.115*** 0.114***
(0.009) (0.008) (0.009) (0.009) (0.009) (0.009) (0.009)
Notes Payable/Trade Payables 0.661***  0.705***  0.619"**  0.7564™*  0.733""*  0.662"*"  0.666™""
(0.076) (0.076) (0.078) (0.074) (0.076) (0.076) (0.076)
(Land+Buildings) /Total Liability -0.996**  -0.994***  -0.977***  -1.101**" -1.114™*  -0.993"**  -0.966"**
(0.115)  (0.116)  (0.116)  (0.117)  (0.119)  (0.115)  (0.115)
Cash/Total Liability -7.923***  -7.660*"  -7.829"**  -7.653*** -7.619"**  -7.923***  -7.932***
(0.528) (0.522) (0.541) (0.521) (0.534) (0.528) (0.528)
Ordinary Income/Assets -0.7217  -0.674™*  -0.719"**  -0.658"**  -0.706"** -0.720"**  1.472**
(0.105) (0.105) (0.107) (0.106) (0.109) (0.105) (0.640)
Ordinary Income/Assets*Log(Assets) -0.219***
(0.060)
Sales/Assets -0.128***  -0.100***  -0.147*** -0.101*** -0.109*** -0.128"** -0.120***
(0.026) (0.025) (0.027) (0.025) (0.026) (0.026) (0.026)
Credit Guarantee -0.325"**  -0.305"**  -0.363"** -0.320"*" -0.352***  -0.249"**  -0.325""*
(0.058) (0.058) (0.061) (0.058) (0.061) (0.064) (0.058)
Credit Guarantee*SG dummy -0.384***
(0.144)
Industry Dummies yes yes yes yes yes yes yes
Year Dummies yes yes yes yes yes yes yes
Regional Dummies yes yes yes yes yes yes yes
Sample 205,488 205,488 199,348 205,488 199,376 205,488 205,488

Note: Standard errors are in parentheses. “Interest rate” is the ratio of a firm’s interest expenses to the sum of
its short-term debt, long-term debt, and discounted notes receivable. When variables include outliers, they are
truncated at their 0.5th percentiles or 99.5th percentiles of the sample. This result does not change if we truncate

at their 1st percentiles or 99th percentiles of the sample.

***Significant at 1% level.
**Significant at 5% level.
*Significant at 10% level.
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Table 7: Parametric Hazard Model

(1) (2) 3) (4) (5) (6) (7)

Parametric Hazards Model (Weibull Distribution)

Sample:Excess of debts and ordinary loss for more than two consecutive terms

Trade Payables-Total Liability ratio 1.543"** 1.357"** 1.543"** 1.538"**
(0.179) (0.198) (0.179) (0.178)
Trade Payables-Total Liability ratio 0.869"**
(at the year of becoming distressed) (0.176)
Trade Payables Growth 0.728***
if Growth Rate is Positive (0.207)
Trade Payables Growth -1.266™*"
if Growth Rate is Negative (0.345)
Total Loans-Total Liability ratio -0.684***  -0.698"**
(0.149) (0.153)
Total Loan Growth -0.148
if Growth Rate is Positive (0.152)
Total Loan Growth -0.128
if Growth Rate is Negative (0.183)
LogO Assets) 0.342***  0.359"**  0.349"**  0.366™**  0.368™**  0.342"**  0.334"**
(0.020) (0.020) (0.021) (0.020) (0.020) (0.020) (0.020)
LogO 14+Firm Age) -0.038 -0.058 -0.015 -0.064 -0.056 -0.041 -0.042
(0.046) (0.046) (0.047) (0.046) (0.047) (0.046) (0.046)
Interest Rate 0.112*** 0.124*** 0.111** 0.118*** 0.117*** 0.112*** 0.110***
(0.009) (0.008) (0.009) (0.009) (0.009) (0.009) (0.008)
Notes Payable/Trade Payables 0.634***  0.690"**  0.594***  0.732***  0.710"**  0.635"**  0.639"**
(0.076) (0.076) (0.078) (0.074) (0.076) (0.076) (0.076)
(Land+Buildings) /Total Liability -0.996***  -0.990***  -0.977***  -1.106™** -1.120"** -0.991"**  -0.962"**
(0.115)  (0.116)  (0.116)  (0.117)  (0.119)  (0.115)  (0.115)
Cash/Total Liability ST.B82FFF L7278 JTAT2Y L7207 L7247 7581 S7.597F
(0.524) (0.517) (0.536) (0.516) (0.529) (0.524) (0.523)
Ordinary Income/Assets -0.776*  -0.726™**  -0.780"**  -0.711***  -0.764"**  -0.776""*  1.702***
(0.102)  (0.102)  (0.104)  (0.102)  (0.106)  (0.102)  (0.647)
Ordinary Income/Assets*Log(Assets) -0.2477*
(0.061)
Sales/Assets -0.127**  -0.095***  -0.146***  -0.100*** -0.107*** -0.128"**  -0.119***
(0.026) (0.024) (0.027) (0.025) (0.025) (0.026) (0.026)
Credit Guarantee -0.087 -0.062 -0.110* -0.079 -0.095 -0.019 -0.088
(0.058) (0.059) (0.061) (0.058) (0.061) (0.064) (0.058)
Credit Guarantee*SG dummy -0.356**
(0.143)
Industry Dummies yes yes yes yes yes yes yes
Year Dummies yes yes yes yes yes yes yes
Regional Dummies yes yes yes yes yes yes yes
Sample 205,488 205,488 199,348 205,488 199,376 205,488 205,488

Note: Standard errors are in parentheses. “Interest rate” is the ratio of a firm’s interest expenses to the sum of
its short-term debt, long-term debt, and discounted notes receivable. When variables include outliers, they are
truncated at their 0.5th percentiles or 99.5th percentiles of the sample. This result does not change if we truncate
at their 1st percentiles or 99th percentiles of the sample.

***Significant at 1% level.

**Significant at 5% level.
*Significant at 10% level.
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Table 8: Split-Population Hazard Model

(1) (2) (3) 4) (5) (6) ()
Sample:Excess of debts and ordinary loss for more than two consecutive terms
Trade Payables-Total Liability ratio 1.597** 1.413*** 1.662"** 1.575"**
(0.194) (0.214) (0.198) (0.195)
Trade Payables-Total Liability ratio 0.971***
(at the year of becoming distressed) (0.196)
Trade Payables Growth 0.726™**
if Growth Rate is Positive (0.220)
Trade Payables Growth -1.509**~
if Growth Rate is Negative (0.354)
Total Loans-Total Liability ratio -0.699***  -0.715"**
(0.158) (0.161)
Total Loan Growth -0.064
if Growth Rate is Positive (0.153)
Total Loan Growth -0.217
if Growth Rate is Negative (0.192)
LogO Assets) 0.397**  0.420"**  0.402"**  0.428**  0.429"*  0.395"*"  0.389"*"
(0.024)  (0.025)  (0.024)  (0.025)  (0.025)  (0.024)  (0.024)
LogO 14+Firm Age) 0.050 0.028 0.061 0.024 0.018 0.046 0.046
(0.047) (0.047) (0.048) (0.047) (0.048) (0.048) (0.047)
Interest Rate 0.133***  0.147***  0.130"**  0.138**  0.135"**  0.131"**  0.133"*"
(0.011)  (0.011)  (0.011)  (0.011)  (0.012)  (0.011)  (0.011)
Notes Payable/Trade Payables 0.668***  0.721***  0.621™*  0.773***  0.754"  0.641"""  0.668"*"
(0.080) (0.081) (0.081) (0.078) (0.080) (0.081) (0.080)
(Land+Buildings) /Total Liability -1.1017* -1.112***  -1.056™**  -1.221*"**  -1.208*** -1.083"** -1.069***
(0.124)  (0.126)  (0.124)  (0.127)  (0.129)  (0.125)  (0.124)
Cash/Total Liability -8.226*"*  -7.963"**  -8.084***  -7.981*** -7.900*** -8.172"** -8.230""*
(0.542) (0.538) (0.554) (0.537) (0.549) (0.554) (0.542)
Ordinary Income/Assets -0.736***  -0.700"**  -0.744*** -0.679"** -0.718"** -0.768"**  2.439""
(0.109)  (0.110)  (0.110)  (0.110)  (0.113)  (0.110)  (1.038)
Ordinary Income/Assets*Log(Assets) -0.112%** -0.321***
(0.027) (0.102)
Sales/Assets -0.131***  -0.101™** -0.155"** -0.102*** -0.332*** -0.142"** -0.123"**
(0.027) (0.026) (0.028) (0.026) (0.062) (0.028) (0.027)
Credit Guarantee -0.278**  -0.256™*  -0.341"**  -0.272"** -0.261"**  -0.281***
(0.059) (0.059) (0.061) (0.059) (0.067) (0.059)
Credit Guarantee*SG dummy -0.389***
(0.151)
Industry Dummies yes yes yes yes yes yes yes
Year Dummies yes yes yes yes yes yes yes
Regional Dummies yes yes yes yes yes yes yes
Sample 205,488 205,488 199,348 205,488 199,376 205,488 205,488

Note: Standard errors are in parentheses. “Interest rate” is the ratio of a firm’s interest expenses to the sum of
its short-term debt, long-term debt, and discounted notes receivable. When variables include outliers, they are
truncated at their 0.5th percentiles or 99.5th percentiles of the sample. This result does not change if we truncate

at their 1st percentiles or 99th percentiles of the sample.

***Significant at 1% level.
**Significant at 5% level.
*Significant at 10% level.
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