Journal of the Korea Academia-Industrial https://doi.org/10.5762/KAIS.2021.22.2.290

cooperation Society ISSN 1975-4701 / eISSN 2288-4688
Vol. 22, No. 2 pp. 290-295, 2021

719 ojAH & 719 FAAYE =2

o
0|&=
M |sistn AYsta

=

Corporate Interest Costs and Debt Financing

Sang-Wook Lee

Department of Business Administration, Seoul National University of Science and Technology, Seoul, Korea

2 % B AT 719 dE=d, 719 AdFE BHolAke S 719 olAuE 7Y BA Aldzge] #AE 245k
ot E5E 71 o] S 719 A YR BAZE 20084 F8H71E ATt Rpo|7F WASH=A = A5}t
E g 22 719 oA g 71 FA Adzge] AN 2o BAle TASA k. 2008E =897
=3 404, 20089 89171 oA ZItelE 719 olAH|EH BA AldzgolA F9f BAE o
200849 F8971 olF 71t M= 71 olA vl B4 AdxE o Fof WA THEHAS. LU=l 71
oG A5 SOl 71Y FAAERE A4 vAe T2 IA &2 Jor FYHEE b, o= 20089 22E 5§
5 AFE 71z BE 719 oAHE Aol TSI 71 FA AldxEol 23513 A4t d 71A% A

Z HQth 37t FHoR 7] AR EE 59 FA Ald2ER 71 oA uEte] BACNME FARE 2aE B
| THE 71 oIAH]E Fa7E AHEE AE T A B STMIE 2 FF= VIAA 27 AL

4
2 Holth ol FAS 3 5 AFY N2 /1Y FARA 5 AART 08 FUSe o 2 3PS

Abstract This paper analyzed the relationship between corporate debt financing and interest costs using
micro firm-level data. We also analyzed the differences in this relationship by the year of 2008 financial
crisis. We did not find a negative relationship between corporate interest costs and debt financing. Prior
to the 2008 financial crisis, we found a negative relationship between corporate interest costs and debt
financing. However, following the 2008 financial crisis, we found a positive relationship between
corporate interest costs and debt financing. The impacts of the decrease in corporate interest costs on
the increase in corporate debt financing are not significant in the Korean economy. After the 2008
financial crisis, the decrease in corporate interest costs is followed by a decrease in corporate debt

financing.
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Table 1. Variable and Description in the Model

g::;:gl; Variable Description
loan = change of borrowingsr / total assets
Depen = change of short-term borrowings /
~dent sloan total assets
Variable = change of longt-term borrowingsr /
lloan total assets
Independe cint = interest rate of corporate bank loans
Varriletlble loanmr | = (interest costs / borrowings) * 100
invr = change of tangible assets / total assets
sgrt = change of sales / sales
Control tast_l | = logarithm of total assets
Variable tleq = equity / total assets
ffi = internal financing / total assets
yrdm | year dummy
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Table 2. The Relationship between Interest Costs
and Borrowings

Period Variable Coef. Pyl
cint 0.113 (0.000)”
loanmr 0.000 (0.638)
invr 0.000 (0.000)"
sgrt 0.001 (0.000)™
tast_1 0.000 (0.435)
All tegq -0.187 (0.000)"
# -0.395 (0.000)™
o] Ay
i Rl
Within-R’® 0.04
HE 136,993
cint 0.106 (0.000)”
loanmr 0.000 (0.556)
invr 0.000 (0.000)
sgrt 0.000 (0.000)™
ﬁg:;cial tast_| 0.000 0.2249)
crisis tleq -0.338 0.000)™
(22001069; i 0469 0000
o] Ay
s 23}
Within-R’ 0.191
H#E 94,865
?efore, || eme -0.013 0.387)
mnancia
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loanmr 0.000 (0.696)

invr 0.000 (0.035)"

sgrt 0.001 0.037)"

tast_| -0.001 (0.498)
crisis tleq -0.254 (0.000)™
(2000~ #i -0.284 0.000)"
2007)

k=l =g

Paaa =3

Within-R’ 0.01

22 42,128
Note: 1) ** ** * denote 1%, 5%, 10% levels of significance,

respectively.
2) The P-value of two-tail test is reported in parentheses.
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Table 3. The Relationship between Interest Costs
and Short-term Borrowings

Period Variable Coef. Pt
cint 0.052 (0.001)™
loanmr 0.000 (0.699)
invr 0.000 (0.000)™
sgrt 0.000 0.030)"
tast | 0.000 (0.327)
All tleq -0.126 (0.000)"
#i -0313 (0.000)™
o] iy
s 235
Within-R 0.031
HE 118,685
cint 0.050 (0.000)™
loanmr 0.000 (0.174)
After invr 0.000 (0.000)™
financial 7o/ 0.000 (0.259)
Crisis )
(2009~ tast | 0.001 (0.000)
2016) tleq -0.223 (0.000)™
#Hi -0.352 (0.000)™
elEL]y] =g
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Y3t P sgrt 0.001 (0.000)"
Within-R 0.142 tast_| 0.000 0.133)
T £ 82,748 tleq -0.245 (0.000)"
cint -0.019 (0.205) (2009~ i -0.215 (0.000)"
loanmr 0.000 (0.881) 2016) o/ cn] B
invr 0.000 0.042)" s =3
sgrt 0.000 (0.166) Within-R’ 0.071
Before
financial | tast! -0.001 (0.421) HE 71,156
crisis tleq -0.191 (0.000) cint -0.006 (0.701)
(2000~ # -0.253 0.000)" Joanmr 0.000 0.361)
2007) dE o] =t iavr 0.000 0313)
P w3}t sgrt 0.000 (0.333)
Before
Within-R’ 0.009 financial | fast! 0.000 (0.919)
JEE £ 35,937 crisis tleq -0.099 0.008)"
Note: 1) *** ** * denote 1%, 5%, 10% levels of significance, (2000~ i -0.087 0.000)™
respectively. 2007) ol oln) 3t
2) The P-value of two-tail test is reported in parentheses. g T
Within-R’ 0.002
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Table 4. The Relationship between Interest Costs
and Long -term Borrowings

Note: 1) *** * * denote 1%, 5%, 10% levels of significance,
respectively.
2) The P-value of two-tail test is reported in parentheses.
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Table 5. The Relationship between Interest Costs
and Corporate Bonds

Period Variable Coef. Pt
cint 0.100 0.000™
loanmr -0.000 0.082)
invr 0.000 (0.000)™
sgrt 0.001 (0.000)"
tast_| 0.000 0.781)
All teg -0.136 (0.000)"
Hi -0.171 (0.000)"
H o] X3
s x5t
Within-R 0.014
HZE > 101,956
After cint 0.097 (0.000)™
financial loanmr 0.000 (0.196)
crisis invr 0.000 (0.000)™
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Period Variable Coef. Pt

ciat 0.020 (0.223)

loanmr 0.000 (0.487)

invr 0.000 (0.000)™

sert 0.000 (0.003)"

tast | 0.003 (0.000)™
All tleq -0.165 (0.000)

#i -0.114 (0.000)"

o] iy

s iy

Within-K 0.070

E LS 19,899

cint 0.026 (0.065)

loanmr 0.000 0.702)
After invr 0.000 (o.021):*
financial sgrt 0.000 (0.085)
crisis tast_| 0.003 (0.000)”
(2009~ teg -0.211 (0.000)™
2016) i ~0.091 ©0.000)
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Within-K 0.088

HE 13,926

cint -0.121 0.000™

loanmr 0.000 0.392)

invr 0.001 (0.000)™

sgrt 0.001 (0.088)
Before
financial | tast! 0.005 (0.000)
crisis tleg -0.220 (0.000)™
(2000~ i -0.152 0.000)"
2000 erggg =7

4% =g

Within-R 0.112

HE 5,973
Note: 1) *** ** * denote 1%, 5%, 10% levels of significance,

respectively.
2) The P-value of two-tail test is reported in parentheses.
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