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(0.30) (0.10) (0.52) (0.32) (-0.17) (0.33) (-0.29)
AGE -0.0642" -0.0578" -0.0701"™ ~0.0643™ -0.0941™ -0.0646" -0.0748™
(-6.49) (-4.17) (-4.51) (-6.50) (-3.32) (-6.53) (-2.71)
P-MC 0.0048 0.0120 -0.0041 0.0048 0.0053 0.0048 0.0053
(0.60) (1.06) (-0.36) (0.60) (0.20) (0.59) (0.20)
CE_STD 0.0308™ 0.0395™ 0.0196" 0.0308™ 0.0470™ 0.0308™ 0.0466™
(4.60) (4.17) (2.12) (4.60) (2.86) (4.60) (2.81)
SALES_STD 0.0368™ 0.0326" 0.0473™ 0.0368™ 0.0314" 0.0367" 0.0296
(4.97) (3.24) (4.31) (4.96) (1.65) (4.96) (1.64)
LEVERAGE 0.0344™ 0.0364" 0.0288™ 0.0345™ 0.0298 0.0348™ 0.0262
(4.09) (3.28) (2.18) (4.11) (1.39) (4.14) (1.22)
RNTC -0.0099” -0.0084 -0.0106 -0.0099" -0.0120 -0.0099" -0.0116
(-2.37) (-1.61) (-1.52) (-2.37) (-1.46) (-2.39) (-1.44)
CAPEX -0.0003 0.0179° -0.0186" -0.0003 0.0109 -0.0007 0.0033
(-0.04) (1.67) (-1.84) (-0.04) (0.64) (-0.10) (0.19)
R&D -0.0518 -0.0581 -0.0311 -0.0520 -0.0344 -0.0529 -0.0525
(-1.17) (-0.85) (-0.54) (-1.17) (-0.22) (-1.19) (-0.36)
RATING_ALL -0.0009
(-0.34)
RATING_VALID 0.00015 0.00002
(0.10) (0.01)
RATING_TIME -0.0013 -0.0061"*
(-1.10) (-2.56)
Cons 0.2576™ 0.2403™" 0.2600"" 0.2573™" 0.4003™" 0.2589"* 0.3718™
(8.11) (5.56) (5.26) (8.09) (4.94) (8.13) (4.67)
i 0.1247 0.1219 0.1197 0.1243 0.1097 0.1223 0.1419
F# 16.42 9.35 8.00 14.85 4.40 14.87 4.50
BES 10374 6103 4271 10374 1999 10374 1999
a5 1623 1018 865 1623 460 1623 460
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KED7|2EY: FEHTE STDNWCE BRE B¢

=y HA R 2l <2714 =R SHTE THRAIS FE/AT
ASSET -0.00130 -0.00585 0.00546 -0.00148 -0.00830 -0.00136 -0.00842
(-0.32) (-1.16) (0.76) (-0.36) (-0.98) (-0.33) (-0.98)
AGE -0.0287" -0.0252 -0.0207 -0.0284" 0.0250 -0.0284™ 0.0276
(-2.14) (-1.43) (-0.99) (-2.13) (0.79) (-2.12) (0.79)
P-MC 0.0002 0.0121 -0.0152 0.0002 0.0726™ 0.0002 0.0726"
(0.01) (0.93) (-0.85) (0.02) (2.60) (0.01) (2.60)
CF_STD 0.0574™ 0.0477 0.0634™ 0.0574™ 0.0396™ 0.0574™ 0.0395™
(7.50) (4.50) (5.81) (7.50) (3.33) (7.50) (3.32)
SALES_STD 0.0337" 0.0396™" 0.0227 0.0337™ 0.0327" 0.0338" 0.0325°
(3.91) (3.52) (1.67) (3.91) (1.68) (3.92) (1.68)
LEVERAGE 0.0515" 0.0523™ 0.0587"" 0.0511™ 0.0425" 0.0512™ 0.0422"
(4.62) (3.70) (3.30) (4.55) (2.18) (4.57) (2.17)
RNTC -0.0067 0.0030 -0.0223" -0.0067 0.0010 -0.0067 0.0011
(-1.27) (0.46) (-2.52) (-1.26) (0.12) (-1.26) (0.13)
CAPEX 0.0210™ 0.0242" 0.0125 0.0209” 0.0440™ 0.0212" 0.0431"
(2.28) (1.83) (0.98) (2.27) (2.0 (2.31) (1.99)
R&D 0.0492 0.0544 0.0571 0.0497 0.3393" 0.0500 0.3372°
(0.79) (0.62) (0.67) (0.80) (1.87) (0.80) (1.87)
RATING_ALL 0.0029
(0.78)
RATING_VALID -0.0067"" -0.0067""
(-3.83) (-3.83)
RATING_TIME 0.0009 -0.0008
(0.58) (-0.26)
Cons 0.1783™ 0.2237™ 0.0743 0.1794™ 0.1686" 0.1775™ 0.1648"
(4.85) (4.91) (1.18) (4.85) (1.91) (4.83) (1.83)
IS 0.2725 0.3007 0.2364 0.2736 0.2765 0.2725 0.2702
F i 17.29 9.01 10.19 15.53 5.26 15.61 5.01
B 10424 6134 4290 10424 2012 10424 2012
d5T 1623 1017 863 1623 460 1623 460
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<E8 7F71HT E T3 HE T2 L ALY WA

TEUS STD_FUND STD_NWC
PR EL) 89171 2008 e = GDP & H§917 2008 HEu= GDP A&
ASSET -0.00522 -0.00458 -0.00406 -0.00278 -0.01186 -0.01103 -0.00831 -0.00576
(-0.74) (-0.66) (-0.58) (-0.40) (-1.35) (-1.27) (=0.96) (-0.65)
AGE -0.0649™ -0.0622" -0.0636™ -0.0389 0.0130 0.0242 0.0272 0.0623
(-2.46) (=2.37) (-2.42) (-1.27) (0.37) (0.70) (0.78) (1.61)
P-MC 0.0084 0.0084 0.0078 0.0052 0.0728"" 0.0721"" 0.0724™ 0.0676""
(0.31) (0.31) (0.29) 0.19) (2.63) (2.60) (2.59) (2.42)
CE_STD 0.0577"" 0.0578"" 0.0573"" 0.0578"" 0.0385"" 0.0386"" 0.0395"" 0.0395""
(2.91) (2.93) (2.92) (2.94) (3.22) (3.23) (3.32) (3.36)
SALES_STD 0.0182 0.0184 0.0175 0.0179 0.0318 0.0320" 0.0324" 0.0317
0.97) (0.98) (0.93) (0.96) (1.64) (1.65) (1.66) (1.63)
LEVERAGE -0.00013 -0.00008 0.0011 -0.0008 0.0418™ 0.0415™ 0.0424™ 0.0414™
(-0.01) (=0.00) (0.05) (=0.04) (2.15) (2.14) (2.19) (2.15)
RNTC -0.0147" -0.0147" -0.0145" -0.0151" 0.0009 0.0010 0.0011 0.0004
(-1.75) (-1.74) (-1.73) (-1.79) (0.11) (0.12) (0.14) (0.05)
CAPEX -0.0067 -0.0069 -0.0061 -0.0086 0.0441™ 0.0434™ 0.0431™ 0.0410"
(-0.35) (-=0.36) (-0.32) (-0.45) (2.02) (2.00) (2.00) (1.96)
R&D 0.1798 0.1829 0.1941 0.2020 0.3206" 0.3248" 0.3380" 0.3659™
(1.32) (1.34) (1.42) (1.51) (1.80) (1.82) (1.87) (2.04)
RATING_VALID -0.0014 -0.0014 -0.0013 -0.0014 -0.0068"" -0.0068"" -0.0066"" -0.0066"""
(=0.96) (-=0.95) (-0.92) (-0.94) (-3.89) (=3.90) (-3.80) (=3.78)
RATING_TIME -0.0050™ -0.0050™ -0.0050™ -0.0051™ -0.0006 -0.0006 -0.0008 -0.0010
(-2.30) (-2.32) (-2.33) (-2.41) (=0.20) (-0.21) (-0.25) (-0.33)
CRISIS_TIME 0.0007 0.0037"
(0.35) (1.71)
CRISIS_08 -0.00003 0.0045"
(-0.0D) (1.70)
LOAN_ATTITUDE 0.00013™ 0.00002
(2.31) (0.33)
GDP5 0.0042 0.0063"
(1.50) (1.84)
Cons 0.4060"" 0.3886™" 0.3856""" 0.2652" 0.2596"™" 0.2110™ 0.1639" -0.0198
(5.10) (5.19) (4.92) (2.30) (2.70) (2.41) (1.82) -(=0.14)
R’ 0.2010 0.2028 0.1990 0.2339 0.3093 0.2856 0.2700 0.1329
Fi 2.23 5.00 5.06 4.33 5.41 5.13 4.77 4.83
B 2000 2000 1998 2000 2012 2012 2010 2012
IET 460 460 460 460 460 460 460 460
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<E D AFA G BE F2E L AR U4
FTEHAS STD_FUND STD_NWC
23 (A A oF8. Q1) a2 A O A H il & dFEfuE AT AH 2 O AL Bl & dFHHH & AT
ASSET -0.00413 -0.00471 0.00036 -0.00432 -0.00855 -0.00845 -0.00665 -0.00734
(=0.59) (=0.68) (0.04) (-0.62) (-1.00) (=0.98) (=0.55) (-0.86)
AGE -0.0618" -0.0608™ -0.0974™" -0.0652" 0.0274 0.0291 0.0122 0.0159
(-2.36) (-2.32) (-2.61) (-2.38) (0.79) (0.83) (0.26) (0.46)
P-MC 0.0102 0.0064 0.0131 0.0079 0.0721™ 0.0709™ 0.0861" 0.0707"
(0.39) (0.24) (0.36) (0.30) (2.60) (2.54) (2.19) (2.54)
CF_STD 0.0560™" 0.0585™" 0.0964™" 0.0579™ 0.0401™ 0.0401™ 0.0393™ 0.0399™
(2.89) (2.94) (3.33) (2.93) (3.29) (3.34) (2.01) (3.32)
SALES_STD 0.0177 0.0175 0.0105 0.0182 0.0327" 0.0319 0.0268 0.0317
(0.95) (0.93) (0.48) (0.97) (1.69) (1.63) (1.19) (1.64)
LEVERAGE 0.0151 -0.0046 -0.0042 -0.0006 0.0376" 0.0384™ 0.0539" 0.0404™
(0.63) (-0.21) (-0.14) (-0.03) (1.84) (2.00) (1.80) (2.09)
RNTC -0.0154" -0.0155" -0.0111 -0.0148" 0.0013 0.0002 0.0080 0.0005
(-1.84) (-1.83) (=1.00) (-1.75) (0.16) (0.03) (0.67) (0.06)
CAPEX -0.0069 -0.0069 -0.0155 -0.0075 0.0431" 0.0424" 0.0429 0.0408"
(=0.37) (-=0.36) (=0.56) (-0.40) (1.98) (1.96) (1.63) (1.9D
R&D 0.1810 0.1739 0.4015™ 0.1845 0.3377" 0.3313" 0.3650 0.3438"
(1.35) (1.28) (2.27) (1.35) (1.88) (1.83) (1.56) (1.89)
RATING_VALID -0.0017 -0.0013 0.0013 -0.0014 -0.0066"" -0.0066"" -0.0091" -0.0068""
(-1.16) (-=0.88) (0.71) (-0.98) (=3.76) (=3.77) (=3.53) (=3.9D
RATING_TIME -0.0050" -0.0050™ -0.0036 -0.0049" -0.0008 -0.0008 0.0021 -0.0005
(-2.32) (-2.33) (-1.12) (-2.31) (-0.26) (-0.27) (0.50) (-0.17)
LEVER _DISTRESS -0.0086" 0.0025
(-1.89) (0.50)
INTEREST 0.0000" 0.0000™
COVERAGE (-1.73) (-2.22)
FC_CASH -0.0033 -0.0152"
(-0.61) (-1.95)
EXCHANGE 0.0173 0.0688"
(1.59) (5.74)
Cons 0.3782™ 0.3873™ 0.4066™" 0.3826™" 0.1680" 0.1618" 0.2174" 0.1394
(4.86) (5.00) (3.65) (5.01) (1.88) (1.79) (1.66) (1.61)
R’ 0.2039 0.2035 0.1593 0.1896 0.1199 0.2653 0.3209 0.1112
Fi 4.68 4.32 3.06 4.30 4.61 5.03 4.30 7.71
B 2000 1983 1169 2000 2012 1995 1177 2012
1ET 460 459 383 460 460 459 385 460
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<E 10> 7199 AF2Q Fol c2AAEL

AW (Two Stage Least Squares)

&7 A= %

o

EENTES STD_NWC
LEEERLESS STD_DEBT STD_FUND
R 1 ¢ =4 2 WA =g 18 = 2w =g
STD_DEBT 0.0195
(0.08)
STD_FUND 0.5863™
(2.18)
LOGASSET -0.0017 -0.0159"" -0.0049 -0.0117"
(-0.44) (-3.91) (-1.29) (-2.74)
AGE -0.0761"" 0.0181 -0.0602"" 0.0614™
(-4.84) 0.63) (-3.76) (2.29)
P-MC 0.0011 0.0580"" 0.0067 0.0540™
(0.08) (3.53) (0.46) (3.40)
CF_STD 0.0463" 0.0452" 0.0514"" 0.0157
(6.08) (3.20) (6.62) (0.94)
SALES STD 0.0271" 0.0268" 0.0201" 0.0096
(3.08) (2.19) (2.21) (0.84)
LEVERAGE 0.0255™ 0.0783"" 0.0028 0.0680™"
(2.26) (5.83) 0.24) (5.74)
RNTC -0.0126™ 0.0010 -0.0143™ 0.0072
(-2.13) 0.14) (-2.36) (0.94)
CAPEX 0.0034 0.0330 -0.0045 0.0333"
(0.19) (1.62) (-0.25) (1.69)
R&D -0.0516 0.3241" 0.1831" 0.1929
(-0.50) (2.76) (1.78) (1.56)
RATING_VALID 0.0001 -0.0014
(0.16) (-1.62)
RATING_TIME -0.0058"" -0.0046""
(-4.77) (-3.76)
Cons 0.3693 0.1913" 0.3839" -0.0512
(8.84) (1.81) (9.02) (-0.42)
Vo 0.1248 0.2616 0.1870 0.2109
F# 15.97 14.89
Wald £ 14186.39 14985.59
FEs 1991 1991 1991 1991
aFT 456 456 455 455
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Effects of Credit Rating on Stability of Debt Financing and Working Capital
Management: Empirical Analysis of Listed Firms in Korea

Byung-Uk Chong', In-Deok Hwang"

Credit rating provides information predicting firm’s future cash flows and risk under uncertainty
and hence represents its intrinsic value. Credit rating plays a role as certifier of credit risk of
borrowing firm in financial contract and hence it can have substantial impacts on the stability of
debt financing and working capital. This paper investigates the effects of credit rating on
volatility of debt financing and working capital and provides evidence that credit rating reduces
the volatility of those while improving stability of firm's financing activities and working capital
management. Furthermore, while considering potential endogeneity between volatility of debt
financing and working capital, this paper conducts 2SLS. The effect of credit rating on the
volatility of debt financing is estimated in the first state estimation and then the effect of the
volatility of debt financing on the volatility of working capital is estimated in the second stage.
The results show the positive relation between the volatility of debt financing and working
capital. This paper provides evidences that information effect and certification effect of credit
rating improves the stability of debt financing and the associated working capital. In turn, these
evidences address policy agenda that the expansion of credit rating among informationally
opaque firms could improve the efficiency of resource allocation in financial markets.
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Capital, Trade Credit, Financial Distress, Volatility
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