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1
Dep ( + )/
Tang /
IndLev
Industry
Year
N
()
1 o 1 Panel A A
AA + AA
o Panel B
(A AAA) o 1
&8l Panel A: mean levrage Hr Panel B: median levrage
3¢ 3r
_3F _ 32F
Bl o
20} 20}
BV v v e—yY A e A D YV Ve Ve
Rating Rating
1
2 o 2 ( )
31.3% 30.8% 20.2% 20.5%
1.1% 1.5% . 3 AA
1.091 o 12.9%
2.4%
o 1.3% 3.5%
2
Vars N Mean sd Min P25 pS0 p75 Max
Lev 3352 0.313 0. 146 0.025 0.204  0.308 0.415 0. 659
Debtlssue 3352 0.011 0.143 —-0.564 —0.045 0.015 0. 081 0. 408
Rating 3352 2.964 1. 091 1 2 3 4 6
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Vars N Mean Sd Min p25 p50 p75 Max
Up 2557 0.129 0. 336 0 0 1
Down 2557 0.024 0. 154 0 0 1
Positive 3352 0.013 0.113 0 0 1
Negative 3352 0. 035 0. 184 0 0 0 0 1
Size 3352 23. 194 1. 108 21.073 22.393 23.037 23. 859 26. 244
Roa 3352 0.034 0. 035 -0.075 0.013 0. 029 0. 052 0. 138
Tobing 3352 1. 667 0. 682 0. 886 1.223 1.484 1. 881 4. 604
Tang 3352 0.263 0. 199 0. 002 0. 093 0.227 0.4 0.787
Dep 3352 0.02 0.017 0 0. 004 0.018 0. 032 0. 068
IndLev 3352 0.202 0. 097 0. 029 0. 109 0. 205 0. 267 0. 442
()

3.
(1) Rating  Lev 1%
0. 006 ( ) 0.6% .
(2) Rating  Debtlssue 1%
0.010 1% (
). H
3
Vars (1) (2)
Lev, , Debtlssue, ,
Lev; ., 0.834™ -0.080
(74.864) (-3.397)
Rating, ,_, 0.006 ™ 0.010™
(3.589) (2.706)
Size, 0.007 ™ 0.016*
(3.708) (4.057)
Roa, -0.102™ 0. 145
(- 2.083) (1.493)
Tobing; ,_, -0.005 -0.025"*
(-1.723) (—4.043)
Tang, ,_, 0. 003 -0.021
(0.332) (- 1.062)
Dep;. ., -0.3317 -0.564™
(-2.672) ( -2.380)
IndLev, ,_, —-0.045 - 0.055
(-0.881) ( - 0.565)
Year/Ind YES YES
N 3 352 3 352
2_a 0.784 0.077

: Robust t statistics in parentheses ~p < 0.1

" < 0.05 ™p < 0.01
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()
Baghai &
( Predict) 4 (1). (2)
( Residual)
(3). (4 :
1:1 ( NRating)
4 (5. (6) o
(13 »
“ ” 22
° o GMM
4
Variables (1) (2) (3) (4) (5) (6)
Lev, , Debtissue, , Lev,, Debtlssue; , Lev,, Debtlssue; ,
Lev; ., 0. 828 —0.095** 0. 842 -0.067™ 0. 860 ™ -0.079™
(66. 580) (-3.733) (76.421) (- 2.896) (57.119) (-3.027)
Rating, ,_, 0. 006 ™ 0.010™
(3.550) (2.597)
Predict; ,_, 0. 006" 0.013"
(1.859) (1.825)
Residual, , , 0. 006 0.010™
(3.589) (2.706)
NRating, ,_, 0. 005 0. 006
(1.549) (1.125)
Size; ,_, 0.012™ 0. 025™* 0.002" 0. 009 ™ 0. 009 ™ 0.018™*
(3.924) (3.892) (1. 680) (3.297) (2.950) (3.311)
Roa,,_, - 0.094" 0.183" -0.123™ 0.113 -0.110* 0. 083
(-1.828) (1.817) (-2.521) (1.161) (-2.064) (0.973)
Tobing, ,_, - 0.005" -0.023™ -0.005" - 0.026™ -0.007™ —-0.030™
(-1.857) (- 3.480) (- 1.875) ( - 4.160) (-2.321) (—4.954)
Tang;,_, 0. 006 - 0.008 0. 002 -0.023 -0.013 —0.048™
(0.591) (-0.397) (0.221) (- 1.153) ( =0.995) (-1.971)
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4
Variables (1 (2) (3) (4) (5) (6)
Lev, , Debtlssue, Lev, , Debtlssue, , Lev, , Debtilssue,
Dep, ., -0.317™ -0.537™ - 0.365™ -0.618™ - 0.202 -0.223
(- 2.459) (-2.222)  ( -2.965) (-2.613) ( - 1.600) (- 0.882)
IndLev; ,_, -0.036 - 0.037 - 0.045 - 0. 054 -0.099 -0.172
(- 0.653) (-0.359)  (-0.872) ( - 0.556) (-1.632) (- 1.468)
Year/Ind YES YES YES YES YES YES
N 3114 3114 3 352 3 352 3153 3153
2_a 0.789 0.071 0.784 0.077 0. 805 0. 086
: Robust t statistics in parentheses ~ p<0.1 ™p<0.05 *p<0.01
()
Al o . @
( Bonds) ; Hovakimia > ( lloan)
/ >5%  lloan 1 0; ( Cloan)
/ < -5% Cloan 1 0; :
( Ishort) ( Ilong) . ( Cshort) ( Clong) .
( Tequity) @( Cequity) -
5. 5 (1)
Rating  Bonds 1% 0. 027
2.7% ( ) o
o 3
5 (2)— (7) - (2)—
(4) Rating  lloan 1%
( ) (Ishort) o (5)— (7) Rat-
ing  Cloan 1%
( Cshort) o 5 (8) (9)
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5
Van (1) (2) (3) (4) (5) (6) (7) (8) (9)
Bonds lloan Ishort llong Cloan Cshort Clong lequity Cequity
Lev 0.1207*  0.751™ 0. 083 22527 27837 3531 246277 2,280 -2.558
(9.256) (2.272) (0.216)  (5.770) (6.363) (7.114) (4.795) (6.086) (-2.187)
Rating  -0.027™  0.266™ 0.2327°  0.095 -0.228™% -0.228™" -0.045 0.097 0. 161
(- 11.649) (4.530) (3.957)  (1.349) (-2.879) (-2.677) (-0.476) (1.499) (0.830)
Size -0.0277  0.226™ 0.023 0,139 —0.497™ -0.446™" -0.242 -0.051 0.245
(- 10.434) (3.786) (0.352)  (2.011) (-5.602) (-4.406) (-2.3200 (-0.729) (1.114)
Roa 0.140™  1.738 -0.759 2.390 1.818 -1.340 -0.199 5393 - 14.115™
(2.736) (1.283)  (-0.511)  (1.381) (1.018)  (-0.668) (- 0.085) (3.536) (-2.362)
Tobing 0. 001 0.123 0. 120 0.158°  -0.125 0.071 -0.047 0313 0.044
(0.195) (1.507) (1.366)  (1.807) (-1.179) (0.661)  (-0.354) (4.014) (0.135)
Tang -0.038™  -0.521 0.530  -0.860 0.832° 0. 087 1793 - 0.360 -1.824
(-2.606) (-1.577) (1.552) (-2.445) (1.938) (0.184) (3.267)  (-0.935) (-1.189)
Dep -0.375"  -1.79 7120 -1.200 -6.832 -1.275 0. 658 -3.012 9.513
(-2.466) (-0.457) (-1.663) (-0.258) (-1.324) (-0.226) (0.108)  ( -0.669) (0.570)
IndLev 0.090° 0.251 -0.570  -0.207 3.363 —4.437° 2.933 3,959 -7.648"
(1.750) (0.160)  (-0.347) (-0.125) (1.451)  (-1.836) (1.160) (2.101) (- 1.906)
_cons 0.677°  -5.693™  -1.046  -53937" 898"  9.698™ -1.586 -3.24" - 17,935
(9.686) (-3.465) (-0.575) (-2.753) (3.634) (3.572)  (-0.524) (- 1.660) (-3.034)
Year YES YES YES YES YES YES YES YES YES
Ind YES YES YES YES YES YES YES YES YES
N 335 335 335 335 3352 335 335 335 2 580
2_a 0. 067 0.042 0.051 0. 066 0.053 0. 064 0.071 0. 061 0. 141
: Robust t statistics in parentheses ~ p <0.1 ™p<0.05 “p<0.01
( Year, — Year,,)
6. 6 (1)
Year . Year ., Year 1%
o 6 (2). (3)
AA ( AA ) ( AA )
.6 (2
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Year ., Year Year ,,
. 6 (3) Year, Year , ~
Year ., Year .,
o 6 (4) ( DebtCost) ©
Yeary.Year . Year ,-Year 1%
6 N
(1) (2) (3) (4)
Vars
Lev,, Lev,, Lev,, DebtCost; ,
Year, 0. 002 0.013 0.016™ -0.015™
(0. 390) (1.268) (2. 404) (= 5.474)
Year,, -0.019™ —-0.003 0.017™ -0.037"
( - 2.899) ( - 0.226) (1.974) (-6.913)
Year , - 0.028" -0.028" 0.021° - 0.0417
( - 3.396) (- 1.677) (1.935) (- 6.348)
Year 4 - 0.029™* -0.011 0.024 - 0.051
( - 2.949) ( - 0.587) (2.007) (- 6.483)
Size, ,_, 0. 030 0. 029 ™ 0. 060 - 0.009™*
(6.467) (2.934) (7.034) (-3.157)
Roa, - 1.180™ -1.105 - 0.942° - 0.382™
( - 13. 100) ( - 4.951) (-7.092) ( -5.207)
Tobing, ,_, 0. 001 0. 005 - 0.002 0. 002
(0. 118) (0. 446) ( - 0.358) (0. 383)
Tang; ,_, 0.181™ 0.189™ 0.191™ 0. 053"
(5.215) (2.852) (4. 058) (3.235)
Dep;. -, -0.855™ - 0.640 -0.043 0. 045
(= 2.514) (- 1.118) ( = 0.085) (0.253)
IndLev, 0. 370" 0. 429 0. 268 0.118*
(4. 285) (3. 685) (4. 256) (2. 090)
_cons - 0.435™ - 0.500™ - 1.093™* 0. 265
(= 3.854) ( = 1.994) (= 5.781) (3.728)
Year/Ind YES YES YES YES
N 4 483 648 1 888 3 256
2_a 0. 349 0. 344 0.313 0. 105

"t statistics in parentheses “p<0.1 ™p<0.05 Mp <0.01

@® DebtCost = /
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o « »”
>
Positive 1
Negative 1 0; Up 1 0;
Down 1 0.
7. 17 (). (2) Postive Negative o (3).
(4) Down Up o
7 N
Vars (1) (2) (3) (4)
Lev, Debtlssue, , Lev, Debtlissue,
Lev; ,_, 0. 834 ™ - 0.080™ 0. 838 - 0.083™
(74.779) ( - 3.429) (63.963) ( -3.001)
Positive, , | -0.025™ -0.040"
( = 2.289) (- 1.951)
Negative, ,_, 0. 004 -0.010
(0. 481) (-0.712)
Up, ., 0. 002 0. 007
(0. 504) (0.887)
Down, ,_, -0.022" -0.048™
(- 1.947) (- 2.335)
Rating; ,_, 0. 007 0.011" 0. 009 ™ 0.017**
(3.788) (2.900) (4.171) (3.899)
Size, | 0. 007 ** 0.017"* 0. 009 ™* 0. 021
(3.934) (4.204) (4. 340) (4.494)
ROA, -0.092° 0. 147 -0.144™ 0. 105
(- 1.875) (1.498) (= 2.574) (1.006)
Tobing, ., - 0.005° -0.025* - 0. 004 -0.022™
(- 1.723) ( - 4.031) ( - 1.339) (- 3.091)
Tang, . 0. 004 ~0.021 0.011 ~0.008
(0. 378) (- 1.037) (0.971) (- 0.393)
Dep, ,_, —-0.327" -0.558™ -0.351™ -0.537™
(- 2.644) (- 2.365) (-2.471) (-1.997)

.50.
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Vare (1) (2) (3) (4)
Lev,, Debtlssue, , Lev, Debtlssue, ,
IndLev, ,_, - 0.040 - 0.047 -0.027 0.013
( - 0.780) (—0.483) ( - 0.435) (0.112)
Year/Ind Yes Yes Yes Yes
N 3 352 3 352 2 557 2 557
2_a 0.782 0.079 0.792 0. 088

: Robust t statistics in parentheses ~p<0.1 p<0.05 ™p<0.01
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Credit Rating and Capital Structure:
Evidence from Chinese A-Share Listed Companies

WU Yu-hui ZHAI Ling-ling WU Shi-nong
( School of Management Xiamen University Xiamen 361005 Fujian)

Abstract: Using a sample of A—share listed companies in China in the period of 2008-2017 we examine the impact
of credit ratings on corporate capital structure. We find that: ( 1) the lower the rating the higher the debt level and the net

debt issuance level; (2) low—rated companies tend to raise their debt levels after obtaining ratings mainly because of the

increased willingness of banks to provide loans while high—rated companies tend to repay bank loans after obtaining ratings

to optimize their capital structures; and ( 3) when the rating outlook is positive or the rating actually declines firms will re—
duce their debt levels whereas a negative rating outlook or a higher rating has no significant impact on the debt level. This
study helps us better understand the relationship between credit rating and the capital structure of Chinese A—share listed
companies and its mechanism; it also provides a basis for regulatory policymaking and investment decision—making.

Keywords: credit rating capital structure financing resources bond market
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