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Table 1 Definition of variah les
PR
(LPS ) AP IOVE
RR
STR
SVE ( interquartjle range)
= A ( +
O + ) /365% . +
PROF T ;
VO1
VOLA ,
GROWTH ( _ y
STATE
DEBT /
RR
FINCAP
€ +
CASH GEN
)/
MRKDMA
CR
SALES L& )
23
1997 — 2006
5 354 2
D ’ Pane]
.2) 1997 — 2006 ,
. 3) 5 354 ) 284
, 1998 — 2006 9 , 2 556
1997 — 2006 . s
( , ) CCER SINOF IN
.4) Eviewss 1 STATA1Q 0
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Tablep Descriptive statistics of the pooled sanple
PR 00755 0. 059 7 0. 693 1 0 000 3 0. 062 7
AP TOVE 01526 0.129 8 1. 8790 00026 01127
AR 0 107 2 0. 086 8 08239 0 0010 0. 084 0
SIR 0 1% 8 0. 178 4 1. 506 1 0 000 2 0134 8
CFO 02896 0.250 0 1. 0000 — 10000 0. 410 2
PROFIT 02234 0.197 0 0.9105 —0 4918 0 1419
VOI 5607 5 35015 99. 4139 00516 7.762 0
VOIA 1287 8 1. 009 1 14. 3450 0 070 8 1. 050 4
GROW TH 0153 0 1212 1. 994 8 —09734 0.347 1
STATE 03370 0. 367 2 0. 8858 0 000 0 0.251 8
SIZE 1309 6 0762 3 30. 8595 00580 1.918 8
DEBT 0 504 8 0. 497 4 3.3618 0 030 0 02137
FINCAP 2 0% 1 1. 385 258. 518 1 0 010 1 5609 6
CAS{ GEN 0 032 4 0. 090 1 0. 6442 —3 408 7 0. 266 9
MRKDEMA 0 613 6 0. 498 8 10. 0152 0 066 3 0.508 9
CR 1 401 8 12225 7.790 2 00658 08355
5354
3 PR, (AP IOVE,) = o +a; +a;SIR:+
oy CFO+ o3 PROFIL 4o, MO I+
as VOLA A+ oy GROWTH, + o, STATE; +
ag SUE+ oy DEBT + ¢ i (5
’ STR. = B+B] +8, PR+B, R+, CFO, +
B, PROF ILAB; GROWTH A+, STATE, 4
) 8, SIZE,+ B DEBL, 4w 6
1997 — 2001 . 2002 (7. @) (9
2003 — 2006 2 SIR<TR 1R
31 Pane] , 1 o @
STR . O
Pane] , 33LS
’ SIR , 3 Pane] B
(5)  (6) 6) PR = a +«a, SIR:+ a, SIR: X TR+
, 3 a3 CFO+ o, PROFIL+ o MO I+
Pane]A PR, AP IOVE, o VOLA + oy GROWTH, +- oy STATE; +
, o oo SZE + o, DEBT, + ¢ . D
PR, 1—4 STR. = B +8, PR.+B, R+ By CFO, +
SR B, PROF ILA4B; GROWTH A+, STATE, +
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B; SIZEi+ f DEBTL +w i (8) v, CAST GEN; i+, STATE, +v; SIZE, +
AR, = v +7v, FINCAR, + v, MRKDMA; + Y DEBL +7, PROF I, + &, )
3 STR — — Pane]
Table 3 Estination resu]ts of timevarying fixed effect pane]maode] and simu]taneous mode|
PANEL A, STR — — PANEL B,
t P z P
C 00457 | 0 0058 7.9218| 0.0000| PR
CFO — 00047 | 0001 8[—2598 1 0 0094 C 0 0597|0006 8| 87200 [0 0000
VOI —00001 | 00002[—03219 07476 SIR — 0 214 1| 0 040 6| — 5. 270 0| 0. 000 0
VOLA 00021 | 00018 11428 02533 STRX TR |~ 0 140 7 0 073 3| — 1. 920 0| 0. 0550
GROWTH 00080 | 00031|25394| 00112 CFO — 0 014 3 0003 2| —4. 5000 0. 0000
STATE 00076 | 00068 11169 0.2641 VOI — 0 001 4 0000 2|—7 1700/ 0. 000 0
DEBT 01245 | 003014 1362( 0 0000 VOIA 0 010 1| 0001 6/ 6 2100 |0 0000
PROFIT —00477 | 00121(—3947 9 0.000 1 GROWTH 00050[00032| 1.5800 |0. 1140
SYE —0 0006 | 0006|1080 3 02801 STATE 0 009 3| 00054 1.7300 |0 0830
STR— 1998 —0153 | 0054628423 00045 DEBT 019370016 1| 12 0200 | 0. 0000
STR— 1999 —0 1419 | 0 054 5|—2 606 4 0. 0092 PROFII' =0 105 7 0 008 7|— 12 1800 0. 000 0
STR— 2000 —01665 | 00545|—30529 00023 SIZE — 0 004 9 00008 —6 51000 0000
STR— 2001 —015%4 | 0035[—29224 00035 R 0256 4| © 931. 20
STR— 2002 —0147|0065(—22097 00272 AR
STR— 2003 —01077 | 0057018913 00587 C 0 102 8| 0 007 7| 13. 3900 | 0. 000 0
STR— 2004 —00%1|0097[—16103 0 1075 F INCAP 0 002 8| 0000 3| 10. 1000 | 0. 000 0
STR— 2005 —0083| 0050131140 1898 MRKDMA 00039[00033| 1.1600 |0.2460
STR— 2006 —00775 | 0072810637 02876 CAST GEN  |—0 29 7 0 007 8| — 3. 820 0| 0. 000 0
STATE 0001 4|00068| 02100 [0 8360
) SIZE — 0 004 § 0000 8 —5.5800] 0. 0000
1—C~ 284—C DEBT 0020[|00102] 21500 [0 0320
R 0790 4| F 28. 3427 PROFIT |- 0 0353 0013 4| —2 640 0| 0. 008 0
Rl o726 (P ) |0 0000) R 0061 7| % 194. 45
PANEL A (284 ), ,
3 s s
(1)
. 32
2) . s
STR R —0 1407
1998 — 2006 s s 102 . s s
5% . . SIR (—02141—0.1407) —
SIR . s Q354§ , SIR —0 214
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Table 4 Leading and coincidentmacra econan ic indicators of Ching 1998 — 2006
1998 1999 2000 2001 2002 2003 2004 2005 2006
26849 7| 29896 2| 392732 | 42 183. 6 | 51378 2| 70483 5[95539 1| 116 921 8(140 971. 447
/ —0 444 | 113% | 3137% | 7.41% | 21804 | 37 194 |35 5% | 2 38% | 20 5%
104 498 5| 119897 9| 134 610 4| 158 301 9| 185 007. 0| 221 222 8| 254 107| 298 755 7| 345 €03. 59
" 14 846 | 14 7% | 1227% | 17.604 | 16 874 | 192 586 |14 8% | 17. 57% 15. 684
95 9 97 6 102 8 98. 7 97 8 102 3 | 106 1 104. 9 103. 0
—4 1% | —2 4 2 8% 1L 3% 2% 2 3% 6 1% | 490% 3. 00%
GDP 7 804 7 60/ 8 40% 8 3% 9 1% 1005 | 101% | 10 4% 11. 6%
: GDP (ht® //www stats 80y
Crl/)
, 100.
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Fig 3 Substitution rate vs Change ofPP] Fig 4 Substituton mte vs Growth rate of GDP
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Table 5 Assi€ned values for trends of various indicators
1998 1999 2000 2001 2002 2003 2004 2005 2006
SIR 0 0 0 0 0 1 1 1 1
EIl 0 0 1 0 1 1 1 1 0
M 0 0 0 1 1 1 0 1 0
I 0 0 1 0 1 1 1 1 1
GDP 0 0 0 0 0 1 1 1 1
. El M2 P GDP . M, . GDP
(3) Kappa 5 5%%s ; ,
SIR 0—1 EI My P GDP
0—1 y P Kappa 6
6 Kappa
Tableg K aPpa tests of counter cyclicality of sub stitution effect
Kappa STR vs EI STR vs M SIR vs P STR vs GDP
q Q0 666 7 0.6250 0 777 8 1. 000 0
D 0 493 8 0. 5000 Q0 481 5 0. 506 2
Kappa 0 3415 0.2500 Q571 4 1. 000 0
var_ 01190 0. 1339 01020 01250
U 0 %899 0. 683 1 1789 28284
Pvajue 0 161 1 0. 2473 0 036 8"~ 0.0023"""
EI M2 P GDP .M . GDP K appa Lox o
5% R O 1%
6 Kappa 1%
GDP . , ,
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Table7 Estimaton results of hemaode] rating rea] output © trde credit
t P
C 19 851 6 0. 044 2 449 150 0 0. 000 0
PR 33305 0. 2507 13 290 0 0. 000 0
SIR Q0 3117 0. 094 5 33000 0. 001 0
CFO 0 08 2 00251 39100 0. 000 0
VOI Q45 0. 002 4 10 390 0 0. 000 0
GROW'TH 0 2511 0. 026 6 Q 440 0 0. 000 0
STATE — 0446 0 0. 082 6 — 54000 0. 000 0
SIZE 0 243 4 0. 008 7 28 110 0 0. 000 0
(G
_1—C~ 284—C
R 05113 F (P ) 210 63 (0 000 0)
PANEL A (284 ), ’
33 . 1998 —2001
. . ( ) 2002
. .
( : 1997 —2001
Swam YA rora . Wallace Hussjan , 2002 , 2003 — 2006
W ansheek K apteyn ) , « »
1998 —2006  SIR ;
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Behavpr of supstitutpon peween trade credit and pank borrow mg through
econam iC cYcle:s Evidence fran China

SHIXiao b, ZHANG Shunm ing

1. Schoo] of Econanics and Managan ent Beijing University of Aeronautics and Astonautics Beijng
100191 Chha

2 School ofFinanc,e RerminUniversity Beijing100872 Chma

Abstrac:t This Paperpresents wo further studies on the relatpnship heween trade credit and bank horow ing
First based on wo kinds of cissic option theories on coporate Jiahility (Merton 1974 Leland 1994 ) for
the first tine as far as we knov,v we theoretjcal]ly derive wo expP|cit fomulas of epsticity of hank horrov ng
w ith respect 10 trade credit in the cases of defau]t houndaries detem med exogenously and endogenous|y respec
tively Substitution beween trade cred it and hank horrowing and its counter huspess cycle hbehavior can pe
characterized by analysis of hose elasticity fomuhs Second using a sanple con@aining tally53s4 lines of
data selected fran a]l companies [isted in Shanghaiand Shenzyen stockmarkets of China during 1998 —2006
we estinate a tine varymg coefficients pane] mode]| with fixed effects by contro][ing endogene iy which 8gives
supportive evidences © the exjstence of substitution hetween trade credit and bank horrowing€ in China More
tnporant]}’ by Kappa consisency tess we find the varying hehavior of such supstitution moves jn a comci
dently counter husiess cycle manner This findin€ mPles that fims in the tightening period had better
choose a« ta send charcoal m snowy weather strategy and n the Joose period the potom |ines of trade
creditPolicy should be strictly stuck 0

Key word§ trade credi,t bank credi’t option mode] ofdeb,t counter cyc licality



