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ABSTRACT 

 

We show that firm demand-side factors are strong drivers of pro-cyclical refinancing 

behavior over the credit cycle using novel data from the Shared National Credit program. 

Firms are more likely to refinance early when credit conditions are good to keep the 

effective maturity of their loans long and hedge against having to refinance in tight credit 

conditions. High credit quality firms are better able to hedge, making their refinancing 

propensity more sensitive to credit cycles than less credit worthy firms. There is a strong 

relationship between refinancing a loan, and subsequent growth in capital expenditure, 

especially when a loan is refinanced early.  

 

 

 

 

 

JEL classification: G21, G31, G32 

Key words: Liquidity risk, maturity management, loan refinancing 

 

 

 
 

* We thank an anonymous referee, Michael Roberts, Dwight Jaffee, Amir Sufi, Nancy Wallace, Martin 

Cherkes, Tim Adam, Phil Strahan, Vish Viswanathan, seminar participants at U.C. Berkeley (Haas), 

Singapore Management University, Federal Reserve Board, NBER Summer Institute, State University of 

New York at Binghamton, Washington University’s Annual conference on Corporate Finance & Financial 

Intermediation, EFA, WFA, and FIRS meetings for very helpful comments and suggestions.  We thank 

Vitaly Bord for exceptional research assistance throughout this project. Mian gratefully acknowledges the 

Coleman Fung Center for funding. The results or views expressed in this study are those of the authors and 

do not necessarily reflect those of the  Federal Reserve Bank of New York or the Federal Reserve System 

or the Coleman Fung Center. Mian: (609) 258 6718, atif@princeton.edu; Santos: (212) 720-5583, 

joao.santos@ny.frb.org. 

  



Download English Version:

https://daneshyari.com/en/article/7361984

Download Persian Version:

https://daneshyari.com/article/7361984

Daneshyari.com

https://daneshyari.com/en/article/7361984
https://daneshyari.com/article/7361984
https://daneshyari.com

