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Abstract

In this study, we examined the status of debt capital among selected
listed companies in India. The major objectives of the study are 1) to review
the trend of debt structure in Indian companies during the study period. 2) To
examine the choice among the different kinds of debt used by the Indian
companies. 3) To investigate the potential determinants of the debt maturity
structure of sample companies. 4) To examine the relationship between the
growth of a company and its dependence on long -term debt. The study has
divided the debt capital into three major stage present status and determents
of debt capital, choice of debt capital and determinants of debt maturity. And
study has looked into the growth of a firm and its dependence on long-term
debt. The financial data have been collected from Capital line database for a
period of ten years from 2002-2011. We have examined the objectives,
applying the various statistical tools like quantile regression, panel data fixed
and random effects and GMM 1991 and 1998. Moreover, simple percentages

and averages also have been used.

The result of a trend analysis shows that total debt capital has grown
up significantly during the study period. However the growth in debt capital
in comparison to equity capital is less. It confirms that Indian companies are
following pecking order theory. l.e., when there is a need for capital, first
they will prefer internal capital, and then if necessary will go to debt capital.
In other words, we can say that Indian companies are trying to keep debt as

minimum as possible.
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The Indian companies are managing their debt capital keeping more
of unsecured debt in the total debt capital than secured debt. It confirms that
Indian companies managing their capital requirements using more short-term
debt than long-term debt. The sectors such as agriculture, capital goods,
chemical& petrochemicals, information technology, media & publishing, oil
& gas and transport equipment are using short-term more than long-term
debt. Moreover, total sample companies also show the same (see chapter IV
table 1-20). However, Indian companies are managing their debt structure,
keeping a trade off between secured and unsecured debt as well as short-term

and long-term debt.

The various factors determine the levels of debt capital in Indian
companies are size, creditworthiness, foreign direct investment and economic
growth are directly influencing the level of debt capital. However, debt
capacity and Non-debt tax shield negatively determining the level of debt

capital in Indian companies.

The Indian companies are managing their debt requirements depending
on commercial banks. Commercial banks are the major contributor of debt
capital in various ways as long- term secured loan as well as short-term
unsecured loans. Debenture & bonds are the second major contributor. It
confirms that the Indian debt market is still untapped. The nature of Indian
banks may be a reason for companies to choose banks as their major choice.
Banks in India are governed and controlled by central government. So in case
companies incurred loss or they are not repaying the loan amount there a

chance to write-off the loan amount.
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The factors affecting the debt maturity of Indian companies are;
Previous year debt maturity, firm size, leverage ratio and growth opportunity
are the factors that directly affect the debt maturity of Indian companies. On
the other hand effective tax rate, liquidity and interest rate are the factors
inversely affecting the debt maturity of Indian companies. It confirms that
large companies will go for more long-term debt in the total debt, i.e., it
holds the liquidity theory. Moreover, firms having a high growth opportunity
will also go for long-term debt confirms the agency cost theory of

overinvestment.

Liquidity, effective tax rate and prime lending rate are negatively
determining the debt maturity of Indian companies. The negative
relationship between liquidity and debt maturity in the Indian context has to
check further. It is not supporting the liquidity theories. Effective tax rate
negatively determining debt maturity, it supports that in India the firms are
not getting the tax shield advantage. Or it may be due to high transaction and
issuance cost prevailing in the Indian debt market. The interest rate is
negatively related to debt maturity. It support that if the rate of interest is

low companies will prefer more long-term debt.

The dependence between long-term debt and growth shows that the
level of previous year long-term debt is directly influencing the current year
long-term debt. However, previous two year long-term debt is inversely
affected the current year long-term debt. Other variables case we are unable

to give a conclusion because of inconsistency in the results.
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The discourse is divided into six chapters, including the Introduction
and Conclusion. The subject matter is and review of literature is introduced
in chapter-I. Statement of problem, objectives, methodology, scope, etc. also
discussed in chapter-1. The debt structure in Indian companies is discussed in
chapters II. The choice among the different kinds of debt used by the Indian
companies is examined in chapter-111. The potential determinants of debt
maturity of sample companies and, the relation between the growth of a
company and its dependents on long -term debt are reviewed in chapter-1V

and V respectively. Conclusion and suggestions are offered in chapter-VI.

Keywords: Debt management, debt maturity, debt structure, Growth, Panel data, Quantile

regression, GMM, Debt choice
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CHAPTERI

INTRODUCTION

1.1  Background

1.1.1 Research questions

1.2  Literature Survey and I dentification of Research Gap
1.2.1 Debt structure and debt choice
1.2.2 Debt maturity

1.2.3 Growth and long-term debt

1.3  Objective of the Study

1.4  Methodology and Sources of Data
1.4.1 Datacollection

1.4.2 Toolsand technique

1.4.3 Study period

1.4.4 Scope and significance of the study
1.5  Contribution

1.6  Organisation of the study

1.7  Chapter Summary

1.8 References

1.1 Background

There are two possible approaches to the conceptagital; fund
concept and assets concept. According to the fusrdcept, the capital of a
firm is the sum total of the funds that have beempéoyed in its running.
According to the assets concept, capital means taapnvested in fixed
assets and current assets. In both the cases, shetsa may comprise of
either tangible or intangible, including fictitiouassets (Banerjee 2010).
Irrespective of whether the capital is approacheddrms of fund concept
or assets concept, there are two major sourcesapftal, debt and equity.

Equity capital is called the owners’ capital andbtlas called borrowed
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capital. In a broad way we can say that the firmms of debt and equity

is called its capital structure.

A number of theories like net income approach, rgierating
income approach, traditional approach, MM approaeh¢. explain the
significance of the proportion of debt and equitg & firm’s capital
structure. According to net income approach, thenfis able to increase
its total valuation and lower its cost of capitad @ increases the degree of
leverage. The significance of this theory is thatian can lower its cost
of capital continually by the use of debt capit#ls per net operating
income approach the overall cost of capital does$ wary with leverage.
Traditional approach says that the use of debt tdpincreases the value
of the firm and reduces the cost of capital up teeatain point. Beyond
that, the increase in equity more than offsets tlee® of cheaper debt
capital in the capital structure, and the averagstcof capital begins to
rise. The optimal capital structure is the point wahich overall cost of
capital is the minimum or the value of the firm nsaximized. Therefore,
incorporating debt in capital structure has its owats of advantages as

well as risk also.

Companies require funds for investing in long-terassets and
working capital. Companies will generate funds mgifrom two sources -
internal and external. Depreciation and retainedneegs are a major
internal source of income. Whereas common stockegfgrred stocks and
debt are the major external sources. Whenever firmguire money for

investment in long-term assets and net working talpthey face a gap
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between the cash that the company needs and thé tlaat may be
generated internally. This calls for two basimdncing decisions: what
share of profit a firm should retain in the busisesnd what proportion of
the deficit should be financed by borrowing or bgsuwe of equity.
Addressing these issues firms should require a paymwlicy and a debt
policy respectively. Payout policy and debt policepend on various
factors such as cost of capital, leverage, tax @gli general

macroeconomic conditions etc. (Brealey et al 2008).

Generally it is very difficult to decide how much farm should
borrow or how much it should include debt in thepdal structure.
Because the financing policy of the companies aaeies from company to
company and industry to industry. A firm’s basicsoairce is the stream of
cash flows produced by its assets. When the firnfin@nced entirely by
common stocks, all those cash flow belongs to theckholders. When it
is issued both debt and equity, it splits the cdkdws into two streams,
relatively safe streams that go to the debenturédéws and a riskier

stream that goes to the stockholders

It is evident from the capital structure theoridsat if a company
includes debt instruments in their capital struetuhe risk will increase.
In this context, if a company includes debt in idapital structure how
efficiently they are managing the debt is the vitquestion? In this
background the present study on debt capital inltitcdian corporate sector

is proposed and planned.
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1.1.1 Research question

The resilience of emerging markets to an Americavgth slowdown
is a striking development and the associated strang positive global
growth trends of the emerging ‘BRIC’ markets, leg Bhina and India,
represents a significant offsetting influence omolghl growth. But the
2008 economic recession caused by Americas, sulmg@riending and the
accompanying demand destruction have taken a hetlly on India’s
corporate sector. The worst-hit are those that hadnched aggressive
growth plans, largely funded through debt, belieyithe demand growth
in the years to come would be robust as predictgdnany experts. Many
of such firms now find themselves in a spiral ofctiaing profitability,
shrinking market capitalisation and rising liabides. This raises a
guestion mark over their financial viability. Inithbackground the present
study on debt capital in the Indian corporate seci® proposed and
planned to see how liquid the Indian companies amhat kind of debt
structure they are following and the major factatsat determine debt
capital in India. What are the major sources @bt capital for Indian
companies? Which are sources of debt capital mainthey prefer?
Moreover, the major determinants of debt maturityrusture and the

impact of growth in long term debt capital.
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1.2 Literature Survey and Identification of Research Gap

There are a number of studies found relevant fog firesent study. The
survey of literature pertaining to the study is egorised under three

sections and presented below.

1.2.1 Debt structure and debt choice

Bevan and Danbolt (2002) studied the difficulties measuring
gearing, and the sensitivity of Rajan and Zingalessults to variations in
gearing measures. Based on an analysis of the abpitucture of 822 UK
companies, Rajan and Zingales' where results wenend to be highly
definitional-dependent. The determinants of geariagpeared to vary
significantly, depending upon which component ofotdevas analyzed. In
particular, significant differences have been fouimdthe determinants of
long- and short-term forms of debt. Given that teactedit and equivalent,
on average, accounts for more than 62% of totaltddehe results are
particularly sensitive to whether such debt is uatéd in the gearing
measure. Therefore, it was observed that analysisapital structure is
incomplete without a detailed examination of alkrits of corporate debt.

They have found that larger companies will have Heg levels of
both long-term and short-term debt than do smafiems; profitability to
be negatively correlated with the level of gearinglthough profitable
firms tend to have more short-term bank borrowirntan less profitable
firms, and tangibility to positively influence thievel of short-term bank

borrowing, as well as all long-term debt elemenitkawever, the level of
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growth opportunities appears to have little infleenon the level of
gearing, other than short-term bank borrowing, wdhea significant
negative relationship is observed.

Colla et.at.al (2010) says that the debt structwfe small and
unrated firms having either capital leases or baldbt. But in case of
large firms having high credit quality the authosbserved that they use
multiple types of debt in the debt structure. Moveo, they have
suggested that debt structure is an important p#rtcapital structure
decisions. Arena and dewally (2012) says that firgeographical location
influence the corporate debt. The authors find thatal firms face higher
debt yield spreads and attract smaller and lesstpgeous bank syndicate
than urban firms. However the capital structure idean of the firm is
also influenced by the environment at which it optrs (Deesomsak,

Paudyal and Pescetto, 2009).

Titman and Wessel (1988) introduced a factor analyéchnique for
estimating the impact of unobservable attributes ¢me choice of
corporate debt ratio. And they have found that dédnel is negatively
related to the uniqueness of a firm line of busimedeland (1994)
examines the corporate debt valuation and capitalicdure in a unified
analytical framework and derives closed form restoltthe value of long-
term debt, yield spread and optimum capital struetuwhen the value of
the firm’s assets follows a diffusion process withnstant volatility. Lee
and Gentry (1995) develop a rationale that linkéiran’s financial health

as measured by its cash flow components while goiiog external
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financing. They have found that companies that &meancially sound
offered straight debt while equities are offered bynancially weaker
companies for raising external capital. Graham (@P8tudied the impact
of marginal tax rate on issue of corporate debteTduthor provides the
information that the firms paying high tax issue maadebt than their low
tax rate counterparts. Elyasiani, Jia and Mao (20d6cuments that the
stability of institutional ownership in determininihe cost of debt. The
study found that there is a robust negative relasiop between the cost of
debt and institutional stability. Institutional ownship stability plays an
important role in determining the cost of debt. Aeast they have
mentioned that institutional ownership stabilityfedts the cost of debt to
a greater extent for firms that are subject to memvere information
asymmetry and grater agency cost of debt. Jongrb&ek and
Verwijimeren (2011) have tested the static tradé-tifeory against the
pecking order theory. They have focused on the in@wot difference in
prediction: the static trade-off theory argues tlaatirm increases leverage
until it reaches its target debt ratio, while thecfiing order yields debt
issuance until the debt capacity is reached. Thalgtfinds that from the
selected sample of US firms the pecking order tlyeisra better descriptor
of firms’ issue decisions than the statistic traafé-theory. In contrast,
when they have focus on repurchase decisions thayehfind that static

trade-off theory is a stronger predictor of firmedpital structure.

The second step or after deciding the proportiondebt in capital
structure the next issue is regarding through whagte of debt company

needs to finance. Rajan and Zingales (1995) suggkshat the level of
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gearing in UK companies is positively related taesiand tangibility, and
negatively correlated with profitability and the viel of growth

opportunities. However, Harris and Raviv (1991) aed that, ‘The
interpretation of the results must be tempered by awareness of the
difficulties involved in measuring both leverage darthe explanatory
variables of interest’ dependent. Further Aydin @mnk(2001) conducted
studies on the determinants of the capital struetof the selected UK
firms. He examined the empirical determinants of borrowihgcisions of
firms and the role of the adjustment process. At@dradjustment model
was estimated by GMM estimation procedure using addrom an

unbalanced panel of 390 UK firms over the period 13d384-1996. The
results provided positive support for the positivmpact of size, and
negative effects of growth opportunities, liquiditprofitability of firms

and non-debt tax shields on the borrowing decisiohshe firms.

Huang and Song(2006) studied thedeterminants of the capital
structure of the selected firms in China, by upgia database containing
the market and accounting data (from 1994 to 20668n more than 1200
Chinese-listed companies to document their capitatructure
characteristics. As in other countries, leverageCiminese firms increases
with firm size and fixed assets, and decreases withfitability, non-debt
tax shields, growth opportunity, managerial sharelwgs and correlates
with industries. It was found that state ownershgr institutional
ownership has no significant impact on capital sture and Chinese

companies consider the tax effect on long-term dBbancing. Different
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from those in other countries, Chinese firms terd htave much lower

long-term debt.

Delcoure (2007) investigated, whether capital usture
determinants in emerging Central and Eastern Euaop€CEE) countries
support the traditional capital structure theoryvdmped to explain
western economies. The determinants like Collatera@lue of assets, size,
risk, growth opportunities, profitability and noneldt tax shield were
studied. The empirical evidence suggested that sdmaéitional capital
structure theories are portable to companies in Gikntries. However,
neither the trade-off, pecking order, nor agencywtsotheories explain the
capital structure choices. Companies do follow thmedified “pecking
order.” The factors that influence firms' leveragkecisions are the
differences and financial constraints of bankingt®ms, disparity in legal
systems governing firms' operations, shareholdars] bondholders’ rights
protection, sophistication of equity and bond mdaskeand corporate

governance.

Campello and Giambona (2010) studied the relatioatween
corporate asset structure and capital structureekgloiting variation in
the saleability of tangible assets. The theory sasjg that tangibility
increases borrowing capacity because it allows do¥d to more easily
repossess a firm's assets. Tangible assets, howeveroften illiquid. It
has been shown that the redeploy ability of tangildssets is a main
determinant of corporate leverage. To establists timk, the analysis used

an instrumental variables approach that incorposateeasures of supply
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and demand for various types of tangible assetg.(anachines, land, and
buildings). Consistent with a credit supply-sideewi of capital structure,
they found that asset redeploy ability is a partarly important driver of
leverage for firms that are likely to face credrttctions (small, unrated
firms). The tests have also shown that asset’s péale ability facilitates

borrowing the most during periods of tight credit.

Noulas and Genimakis (2011) studied the determisanftthe capital
structure of the firms listed on the Athens StockckBange, using both
cross-sectional and nonparametric statistics. Thatadset is mainly
composed of balance sheet data for 259 firms ové-year period from
1998 to 2006, excluding firms from the banking, dnce, real estate and
insurance sectors. The study assessed the extenwhixh leverage
depends upon a broader set of capital structureersh@inants, got
evidences showing that the capital structure vasegnificantly across a
series of firm classifications. The results documempirical regularities
with respect to alternative measures of debt tha¢ aonsistent with
existing theories and, in particular, reasonablypart the pecking order

hypothesis

The empirical literature suggests a number of fastahat may
influence the capital structure of firms. Bradley &., (1984), Rajan and
Zingales (1995), Kremp et al., (1999) and Frank a&dyal (2002) find
leverage to be positively related to the level @&ngibility. However,
Chittenden et al., (1996) and Bevan and Danbolt O®0 find the

relationship between tangibility and leverage tgded on the measure of
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debt applied. Further, managers of highly lever&mng will be less able
to consume excessive perquisites, since bondholdese closely monitor
such firms. The monitoring costs of this agencyatednship are higher for
firms with less collateralizable assets. ThereforBrms with less
collateralizable assets might voluntarily choosgher debt levels to limit
consumption of perquisites (Drobetz and Fix, 200b6ence, the agency
model predicts a negative relationship between thiigy of assets and
leverage. Firms with more tangible assets have eatgr ability to secure
debt. Alternatively, Grossman and Hart (1982) arghat the agency costs
of managers consuming more than the optimal levEélperquisites is
higher for firms with lower levels of assets thaancbe used as collateral.
The monitoring costs of the agency relationship argher for firms with
less collateralizable assets. Consequently, cotltgalue is found to be a
major determinant of the level of debt financingnf®t and Mashharance,
2002). From a pecking order theory perspectivemirwith few tangible
assets are more sensitive to informational asymiaetrThese firms will
thus issue debt rather than equity when they negtereal financing
(Harris and Raviv, 1991), leading to an expectegatéeve relation between

the importance of intangible assets and leverage.

Titman and Wessels (1988), in their study mentionledt because of
bankruptcy risk, managers would not likely to usebd choice. However,
since larger firms have a chance to be more diferdi they have
relatively little bankruptcy risk. Warner (1977) ggests that bankruptcy
costs would be higher for smaller firms. Researchdences for this

variable are also ambiguous (Drobetz and Fix, 200F9r example, Friend
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and Hasbrouck (1988), Crutchley and Hansen (1989d B&erger et al.,
(1997) report a positive relationship between fismsize and leverage,
whilst Feri and Jones (1979) suggest that firm’gzesihas a significant
impact on leverage even though the sectoral deossilbave been observed
to vary among industries. Rajan and Zingales (1985jued that larger
firms tend to be more diversified and fail less exff so size may be an
inverse proxy for the probability of bankruptcy. dge firms are also
expected to incur lower costs in issuing debt ouiéy Thus, large firms
are expected to hold more debt in their capitausture than small firms.
The measure of size used in this paper is the ratrgarithm of net sales
similar to the approach followed by Drobetz and KRBO05). They discuss
the logarithm of total assets as an alternate; hawethey accept the net

sales as a better proxy for the measure of size.

Titman and Wessles (1988) and Barclay and Smith9@)9find a
negative relationship between growth opportuniteesd the level of either
long-term or total debt. Similarly, Rajan and Zinga (1995) also find a
negative relationship between growth opportuniti@gsd leverage. They
suggest that this may be due to firms issuing egwhen stock prices are
high. As mentioned by Hovakimian et al. (2001), dar stock price
increases are usually associated with improved dhowpportunities,
leading to a lower debt ratio. However, Bevan andnbolt (2001) find a
negative relationship between growth and long-tedebt, but find total
leverage to be positively related to the level abgth opportunities. On
the other hand, Bevan and Danbolt (2001) find sherim debt to be

positively related to growth opportunities.
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Toy et al., (1974), Kester (1986), Titman and Wdss@988), Harris
and Raviv (1991), Bennett and Donnelly (1993), Rmjand Zingales
(1995), and Michaeles et al. (1999), Booth et a20@l), Bevan and
Danbolt (2001) all find leverage to be negativelglated to the level of
profitability (supporting the pecking-order theoryWhile Jensen et al.
(1992) find leverage to be positively related toethevel of profitability

(supporting the trade-off theory).

Morellec (2001) investigated the impact of asdeuidity on the
valuation of corporate securities and the firm facang decision. The
author shows that asset liquidity increases delgacay only when bound
covenants restrict the disposition of assets. Femtiore the author is
saying that with unsecured debt, greater liquidingreases credit spreads
on corporate debt and reduces optimal leverage.okd40(2003) examines
the determinants of the concentration of bank dabttotal debt of US
firms. And his result was indicating that the detemant of the
concentration of debt will vary by the size of them and its support the
view that the firm faces different debt choice asgrows. Denis and
Mihov (2003) examine the firm’s choice among thdfdient sources of
debt financing. And they have found that the creqltality of the issuer is
the primary determinant will decide the selectioh debt source. Firms
with the highest credit quality borrow from publiources, firms with
medium quality borrow from bank and firms with lowredit quality
borrow from non bank private lenders. Antoniou, ey and paudyal

(2008) investigated the choice between private (bran) and public debt
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determinants of British and German listed companussng generalised
method of movements (GMM). They have found that thebt ownership
decision of listed firms is not only the result tifeir own characteristics,
but also the outcome of legal and financial envimemt and corporate
governance traditions in which they operate. Furthere, the authors
mention that the factors such as liquidation andemgotiation, moral
hazard and adverse selection, flotation cost arentbto be significantly

relevant while deciding the mix of corporate debt.

The next most important aspects of debt capital aggament are
about the structure of the debt. How much a firnosld finance its debts
through debenture and in debenture itself, whethems should go for
convertible debenture, secured and unsecured debe?dtHosono (2003)
explores the determinants debt structure of Jap@anemsiachine
manufacturing firms. He found that firms that araving high growth and
less collateral security are likely to borrow frothe bank rather than to
issue bonds. Yaman (2004) did an analysis on homd choose the type
and structure of debt issues in dual offerings oébd and equity.
Furthermore, he has analyzed the determinants ¢k tgand structure of
debt included in dual offerings of debt and equifyhe author finds that
the firms having higher asset substitution problear® more likely to
issue convertible bonds along with common stocktemasl of straight bond
and common stock. Moyen (2007) examines the deftrleanging problem
and he found that an investor will earn under invesdebt if the risk is
high and vice versa. Ojah and Pillay (2009) had madfirst attempt for

gauging the effects of corporate public debt isstempn the debt structure,
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risk profile and valuation of firms in an emergimgarket. Through this
study they have found the financial service firnsdpong with government
institutions are important early supporters of amganized public debt
market. Firms in this market use equity, public tdalmd private debt funds
simultaneously as need be. Moreover the study rksvélat public debt-
issuing firms experience significant reduction inoth overall and
systematic risks, and incur lower cost of capitalléwing issuance than

non- public debt issuers.

Guha-Khasnobis and Kar (2006) says that firms ididnhave shown
a low preference towards debt capital despite dsamtages. Using panel
data from 450 firms during 1992-93 and 2003-04,ytlheve identified the
factors which could explain the pattern of finangirof manufacturing
firms in India and the key determinants of theirbtlestructure. And find
that age of the firm, long term borrowing and netles in affecting its

debt structure.

All the studies reviewed in this section clearlydinate the importance of
the need fullness of thorough study on debt capitbdwever, none of the
studies are not concentrated the specific to dedygit@l, and the various
choices of debt capital by the companies. Moreouvbese studies are not
specific to any sector, size of the company and ldwvel debt capital they
are having. So we are conducting the study on®ewise moreover using

gquantile regression to get more accurate findings.
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1.2.2 Debt maturity

Stephan et al. (2011) investigate the determinamftscorporate debt
maturity choice in emerging markets. Their estingateonfirms that the
importance of agency cost, liquidity, signalling dartax theories in a
transition economy for corporate debt maturity stuwre. They find that
creditworthiness of the firm and access to longnatefinancing at bond
market are the key drivers of corporate debt stuuet Moreover, they
confirm that financial constraints play an importawle in explaining the
debt maturity choice. Firms with restricted aceds external financing
exhibit a higher sensitivity to earnings volatilitgnd tax charges when
choosing an optimal liabilities structure. Whileetlh unconstrained peers
are more susceptible to underinvestment and assestgutions issues and
are also more prone to follow maturity matching.d3emask et al. (2009)
examine the firm specific and country specific caateristics of the debt
maturity structure of Asia pacific region. Theirsndts indicate that firms
in this region have a target optimal debt maturstyucture. The maturity
structure decision of a firm is driven by both ibsvn characteristics and
the economic environment. Cai et al. (2008) invgate the potential
determinants debt maturity structure of Chinesetelds firms. Their
empirical analysis reveals that firm size, assettunidy and the liquidity
factors tend to be significant in explaining debaturity mix, consistent

with predictions of maturity theories.

Kirch and Terra (2012) try to analyze, in a focusdatry setting, how

firm characteristics, quality of national institotis, and country level of
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financial development affect the debt maturity afnis from a sample of
South American countries. Moreover, and more impatty, they are able
to provide novel evidence on the question of whethBnancial
development or institutional quality (or both) hawaefirst-order effect on
the corporate debt maturity decision. They findiththere is a substantial
dynamic component in the determination of a firndebt maturity, and
firms face moderate adjustment frictions toward itheptimal maturities.
More importantly, the level of financial developmedoes not influence
debt maturity, whereas the institutional quality & country has a
significant positive effect on the level of longrbe debt in a firm's
financial structure. Our results support the hypeis that the quality of
national institutions is an important determinarftomrporate financing in
general and of debt maturity in particular. Schmarkland Vesperoni
(2006) study how financial globalization affectsethdebt structure in
emerging economies. They find that by accessingrnmational markets,
firms increase their long-term debt and extend thdebt maturity. In
contrast, with financial liberalization, long-termiebt decreases and the
maturity structure shift to the short-term for theverage firm. These
effects are stronger in economies with less devetbplomestic financial
systems. The evidence is consistent with financialegration having
opposite effects on the firms that are able to grtede with world markets
and obtain financing globally, relative to the fisnthat rely on domestic
financing only. Aarstol (2000) proposes a new exption for the inverse

relationship between inflation and the maturityutture of business debt.
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It rests on the empirical finding that the variabyl of relative price
changes increases with inflation.

Demirguc-kunt and Maksimovic (1999) examines howfeliences in
financial and legal institutions affect the use @ébt and especially the
choice of debt maturity by firms in a sample of 80untries in the period
1980-1991. The sample includes both developed aenebbping countries
as well as countries with both common-law and cihal legal systems.
They have found those systematic differences inube of long-term debt
between developed and developing countries and lsarad large firms. In
developed countries, Firms have more long-term damtd a greater
proportion of their total debt is held as long-terdebt. This is true
Regardless of Firm size across their sample of ¢des. Moreover, they
find strong evidence that large firms in countriesth effective legal
systems have more long-term debt relative to assansl their debt is of
longer maturity. Large firms in countries with etfieve legal systems have
lower short-term liabilities, suggesting that suéinms are substituting
long-term debt for short-term debt. For small firmesvridence of a relation
between the effectiveness of the legal system ama fatio of long-term
debt to assets is weaker. They also do not finddence of lower short-
term liabilities by small firms in countries with one-effective legal
systems, perhaps because small firms tend to use lleng-term debt than
do large firms. The authors also find that the miagde of government
subsidies to industry is positively related to thee of long-term debt by

both large and small firms.
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Qiuyan et al. (2012) employs the financial enginagrapproach to test
the influencing factors of debt maturity structuwath the data of 2012
listed companies distributed in 11 industries ofild by the simulation
of single equation models and simultaneous equatimodel, using
stepwise multiple regression analysis. The residlthe paper conveys the
endogenous relationship between capital structurel alebt maturity
structure matters a lot. Therefore, when the comesnconsider this
relationship, the short-term debt maturity will nbe an effective way to
solve the problem of insufficient investment. In ntdoast, growth
opportunity and leverage rate are significant negatcorrelation. With
the role of leverage, growth opportunity will in@ictly affect the debt

maturity structure

Lopsz-Gracia and Mestre-Barbera (2011) analysesittikience of the
tax effect on small and medium-sized (SME) entespridebt maturity
structure. This study builds a dynamic adjustmentod®l which
endogenous optimum structure and assumes the ewist®f adjustment
costs. Using Spanish data, the model is estimatgitigia system- GMM
regression to a complete panel 11,028 firms covgri®97-2004. The
main results indicate that the model fits the det@ll and that SMEs seem
to adopt an optimum debt maturity structure, whitiey converge to
slowly due to the high adjustment costs they faéd®erage adjustment
speed is estimated at around 37%, the equivalenttaking some 20

months to cover half the existing gap. The effeetitax rate is highly
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significant and both the interest rate gap and resé¢ rate volatility also

have a significant impact on debt maturity.

Hajiha and Akhlaghi (2012) test the main theoridsfiom debt maturity
structure in an emerging economy, including agerconflict, signaling
and tax theories. The paper investigates the fipecsfic determinants of
debt maturity structure for a sample of 140 Iraniaanufacturing firms
listed on the Tehran Stock Exchange during the @&r2001-2009. They
have used random effect panel data analysis andtivariate regression
for the analysis. The study provides the empiricalvidence that
profitability, firm size, tangibility, growth oppdunity and financial
leverage have significant effects on debt maturctyoice. However, tax
effects and business risk are not significantlyated to the debt maturity

structure.

Elyasiani et al. (2002) examine the determinants coffporate debt
maturity on the interdependent relation between uniay and leverage.
They have used both single and simultaneous equatimodels on debt
maturity and leverage for the estimation, and detindebt maturity as
maturity of bonds at issuance or the percentagdiohs total debt that
mature in more than three years. The study findst tithe firms with grater
growth opportunities have short-term debt as pergke equation model,
however, under the simultaneous-equations modeé, mnlegative relation
between a firm's debt maturity and its growth opipoities cease to hold.

Instead, it is the Ileverage decision that is influed by growth
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opportunities. This suggests that existing modelaynoverestimate the

effect of growth opportunities on debt maturity.

The maturity aspect of debt needs a significantemtion from the
firm’s side because the firm has to arrange monery the redemption of
the debt capital there are some studies in thisardg. Esho, Lam and
Sharpe (2002) studied the interrelationship betweraturity and debt
type decision that arises from agency and floatatioost hypothesis.
Using a sample of international bounds and synddatoans of Australian
firms, the study finds the evidence that maturitgsha strong direct effect
on debt choice, but weak evidence that debt chaffects maturity. Terra
(2009) tested the main theories of corporate delatunty in a multi-
country framework, for understanding the countryesgic constraints.
The study finds that the determinants of debt mdyudo not seem very
sensitive to a country’'s business and financial iemwment. Majumdar
(2010) examines the debt maturity structure deaisiw context of Indian
corporate. The author suggests that collateralieaddsets and leverage are
the important determinants of debt maturity choicehottekat and Vij
(2013) examine how the tax hypothesis determinebtdwaturity in the
Indian corporate sector using a panel data of 26fhganies drawn from
BSE 500 for the period 2000-2010. They have fouhdttthe tax rate, term
structure and asset variance profoundly influendee tdebt maturity
structure in the Indian corporate sector. Thottekad Vij (2014) studied
the relation between signalling hypothesis and detdturity. And they
have found that debt maturity inversely relatediton quality and the debt

maturity choice of a firm.
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The debt maturity structure has not yet receivedchm attention in
Indian context. Moreover, most of the existing sitesl of debt maturity
structure predominantly focussed on developed coest As India is the
second biggest emerging economy after China andingava steady
economic growth during the study period. Howevee tindian debt market
still is not yet established as well as not gettimgich attention from the
corporate sector. Banks are the major sources dit aapital for Indian
companies. This would have a different implicatimm behalf of the
rigorousness of agency theory, information asymmestr bankruptcy and
taxation. Moreover, India is a mixed economy havingumber of
government owned or controlling companies and pteévaector companies.
Consequently, it is exciting to see the debt maturtheories were
designed especially with respect to developed ecoies to the companies

in the emerging economies.

1.2.3 Growth and long-term debt

The trade-off theory suggests that firms with more growth
opportunities have less leverage because they IsameEnger incentives to
avoid under investment and asset substitution tltan arise from
stockholder-bondholder agency conflicts (Drobetz danFix 2005).
Therefore, this theory predicts a negative relasioip between leverage
and growth opportunities. In the similar line, Jens(1986) free cash flow
theory suggests that firms with more investment @ppnities have less
need for the disciplining effect of debt payments ¢ontrol free cash

flows. Nevertheless, the pecking order theory suppoa positive
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relationship. According to the pecking order theodebt typically grows
when investment exceeds retained earnings and fahHen the investment
is less than retained earnings. The empirical emo¥e regarding the
relationship between leverage and growth opportiesitare also mixed,
suggesting the operation of both theories. For epl@m Titman and
Wessles (1988), Barclay and Smith (1996) and Chemlg (1997) find a
negative relationship between growth opportuniteesd the level of either
long-term or total debt. Similarly, Rajan and Zinga (1995) also find a
negative relationship between growth opportuniti@gsd leverage. They
suggest that this may be due to firms issuing egwhen stock prices are
high. As mentioned by Hovakimian et al., (2001),rga stock price
increases are usually associated with improved dhowpportunities,
leading to a lower debt ratio. However, Bevan andnbolt (2001) find a
negative relationship between growth and long-tedebt, but find total
leverage to be positively related to the level ofogth opportunities.
Growth is likely to place a greater demand on imig@Efy generated funds
and push the firm into borrowing (Hall et al., 200#ccording to Marsh
(1982), firms with high growth will capture rela@Vy higher debt ratios.
In the case of small firms with more concentratednership, it is
expected that high growth firms will require mor&ternal financing and
should display higher leverage (Heshmati, 2002)yeatey et al., (1994)
maintain that growing SMEs appear more likely toeusxternal finance —
although it is difficult to determine whether fine@ induces growth or the
opposite (or both). As enterprises grow throughfehiént stages, i.e.,

micro, small, medium and large scale, they are aéxpected to shift
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financing sources. They are first expected to mdrean internal sources
to external sources (Aryeetey, 1998). Another issigeregarding the
growth opportunity and its relation to the level débt of a firm. Goyal,
lehn and Racic (2002) has studied whether growtlpoopunity has any
influence on level and structure of corporate debtJ.S defence industry.
This study supports from the evidence that defemziustry face an abrupt

change in growth opportunities.

The studies in this area all are based on the ghowpportunities
and not on the absolute growth. However, our stuslyfocussing on the
absolute growth and its impact specific to longniedebt on sector wise.
Moreover, we are measuring the impact using intéarad external factors

of a firm in financial point of view.

The review of literature categorised under the sssumentioned above
reveals that there is no study as such particularbypcentrating on the
issues dealt with this study. Most of the studiesvé focused mainly on
profitability and the leverage issues. There ardew studies have been
conducted on choice of debt and equity, debt equaityg profitability, cost
of debt and risk and so on. But most of the studaes not in the context
of Indian corporate sector. In the era of betteommmic growth of our
country these issues are also not being examinad Ao study is found
on evaluating the sector wide variation in debt i©deo The present study
addresses the issues regarding the debt maturhigjce of debt among:
bank, non bank, public and growth opportunity arnk tdebt policy. The

availability and level of debt depend on severatttas like nature of
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business, the macroeconomic condition, the gromttspects and the risk
taking capacity of the management. Most of the &fale studies have
also avoided these aspects while doing the analyBh® present study has

considered all these aspects for the analysis.

1.3 The Objectives of the Study

The objective of the study is to focus upon theuiss associated with debt
capital in the Indian corporate sector. However, dpecific terms the

following objectives are pursued through the study.

1. To review the trend of debt structure in Indian quamies during the
period 2002- 2011.

2. To examine the choice among the different kindsdebt used by the
Indian companies.

3. To investigate the potential determinants of thebtdenaturity
structure of sample companies.

4. To examine the relationship between the growth odocanpany and

its dependence on long -term debt.

1.4 Methodology and the Sour ces of Data

The study is analytical as well as an empirical or®ealing with the
issues naturally entails a thorough study of calpig&ructure, financial
structure, financial planning, etc. in the context corporate sector in
general and Indian corporate sector in particuldre secondary sources of

D, SN
25| Page



data such as research papers, articles, case studietext books,
publications of RBI, SEBI, Capital Line databaseybfications of stock
exchanges and other published & unpublished documerlating to the

study are considered for the study.

1.4.1 Data collection

The study is based on secondary data. The data baea collected from
Capital Line data base. The data is drawn from camps’ annual income
statement; balance sheet; cash flow statementsfand flow statements.
At present in India there are 1452 companies lisbadthe National Stock
Exchange as on 31st October 2011 and 4928 compdigesd on Bombay
Stock Exchange as on 31st October 2011. Since Bgnthi@mck Exchange
500 index represents nearly 93% of the total markapitalization on
Bombay Stock Exchange as well as it covers all 28an industries of the
economy. The study considers Standard & Poor BomB&yck Exchange
500 index as the population. A significant percexitthe total population
is considered as a sample for the study. The anslyssmade on the basis
of sector wise as per BSE sector classificationva$l as the sample taken
as a whole. Reserve Bank of India bulletin is usf@d collecting the
macroeconomic variables like Gross domestic produeholesale price
index and prime lending rate, etc. The table 1hbws the sector wise

number of companies selected for the study.

D, SN
26 | Page



Table.1.1 The sector wise list of sample companies conceded for the

study
SL.NO Sector No. of. Com
1 Agriculture 18
2 Capital Goods 39
3 Chemical & Petrochemical 11
4 Consumer Durables 8
5 Diversified 8
6 FMCG 22
7 Healthcare 29
8 Housing Related 36
9 Information Technology 24
10 Media & Publishing 7
11 Metal, Metal Products & Mining 26
12 Miscellaneous 12
13 Oil & Gas 20
14 Power 17
15 Telecom 11
16 Textile 10
17 Transport Equipments 23
18 Total sample 321

1.4.2 Tools and techniques

The study used the balanced panel data for theyasnsal A data set
contains observations on different objects studoe@r a period of time is
called panel data. It is the combination of croestsonal data and time
series data. In balanced panel data same timeodanust be available for

all cross-sections.

To analyze the various objectives the study praggsothe panel least
squares with fixed and random effects. The most m@nly used ways of

assessing the relationship between debt and iterdehants are the static
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panel data models. There are three types of pameh dnodels: a pooled
Ordinary Least Squire (OLS) regression, panel modégh random effects

and the panel model with fixed effects.

For testing the relevance of unobservable individedéfects, we
used the LM test. This tests the null hypothesis iofelevance of
unobservable individual effects, against the altdime hypothesis of the
relevance of unobservable individual effects. Nogjercting the null
hypothesis, we conclude that unobservable individedfects are not
relevant, and so a pooled OLS regression would beppropriate way of
carrying out an evaluation of debt determinants. the contrary, if we
reject the null hypothesis that unobservable indual effects are not
relevant, we can conclude that a pooled OLS regoesss not the most
appropriate way of carrying out analysis of theatebnship between debt

and its determinants.

However, there may be correlation between firms'ohservable
individual effects and debt determinants. If there no correlation
between firms’ unobservable individual effects adelbt determinants, the
most appropriate way of carrying out evaluationbiys using a panel model
of random effects. If there is correlation betwefeims’ individual effects
and debt determinants, the most appropriate way ocafrrying out
evaluation is using a panel model admitting thes¢ance of fixed effects.
For testing the possible existence of correlatiome, use the Hausman test.
This tests the null hypothesis of non-existence cmfrrelation between

unobservable individual effects and the explanatosgriables, in this
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study, debt determinants, against the null hypoithesf existence of a
correlation. By not rejecting the null hypothesiwe can conclude that
correlation is not relevant, and a panel model ahdom effects is the
most correct way of carrying out an evaluation bétrelationship between
debt and its determinants. On the other hand, bjeateng the null

hypothesis, we conclude that the correlation isevaint, and so the most
appropriate way to carry out an evaluation of thedationship between
debt and its determinants is by using a panel moafefixed effects. In

this study, we also present the evaluation of thesmappropriate panel
model, according to the results of the LM and Haasmests which is
consistent with the existence of first order autaedation. Further, unlike
other studies, we have also analyzed the modewof-wvay effect in which

we assumed that company specific and period speaffects are random

as there is every possibility of the presence ofhbeffects simultaneously.

As was already mentioned, static panel models db albow us to
analyze the possible dynamism existing in compangcidions when
choosing their capital structure. Next, we presdhe dynamic panel
estimators, and their particular relevance, compate static models, in
the study of choice of company capital structureesBles the advantages
mentioned earlier, concerning the elimination ofrnis’ unobservable
individual effects, of greater control of endogeniuse of dynamic panel
estimators also has the advantage of allowing usldtermine the level of

adjustment of actual debt towards the optimal legkdebt.
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However, Blundell and Bond (1998) conclude that whehe
dependent variable is persistent, there being & lugrrelation between its
values in the current period and in the previousip&, and the number of
periods is not very high, the GMM (1991) estimatier inefficient; the
instruments used to generally being weak. In thesecumstances,
Blundell and Bond (1998) extend the GMM (1991) esdtor, considering
a system with variables at level and first diffeces. For the variables at
the level in equation (6), the instruments are ttagiables lagged in first
differences. In the case of the variables in fitBfferences in equation
(6), the instruments are those lagged variablekea¢l. However the GMM
(1991) and GMM system (1998) dynamic estimators canly be
considered robust on confirmation of two conditiordy if the restrictions
created, a consequence of using the instruments,vatid; and 2) there is
no second order autocorrelation. Therefore, to tds¢ validity of the
restrictions we use the Sargan test in the casethd GMM (1991)
estimator and the GMM system (1998) estimator. Thel hypothesis in
the Sargan test indicates the restrictions impoded the use of the
instruments are valid against the alternative hyestis that the
restrictions are not valid. By rejecting the nulygothesis, we conclude
that the estimators are not robust. Further, we dbsst for the existence of
first and second order autocorrelation through Aaeb and Bond (1991)
test. The null hypothesis is that there is no aotoelation against the
alternative hypothesis being the existence of aatoelation. By rejecting
the null hypothesis of the existence of second ordetocorrelation, we

conclude that the estimators are not robust.
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Mover over we have used quantile regression togalbise standard
least squares regression techniques provide sumrpargt estimates that
calculate the average effect of the independentaldes on the ‘average
company’. However, this focus on the average conyamay hide
important features of the underlying relationshfs Mosteller and Tukey
(1977, pp266) correctly argued, “What the regressourve gives a grand
summary for the averages of the distributions cepmnding to the set of
x's. We could go further and compute several regi®@ss curves
corresponding to the various percentage points lof tistributions and
thus get a more complete picture of the set. Ordigathis is not done,
and so regression often gives a rather incompletéupe. Just as the mean
gives an incomplete picture of a single distributjoso the regression
curve gives a correspondingly incomplete picturer fa set of
distributions”. Quantile regression techniques d¢herefore help us obtain
a more complete picture of the underlying relatibips between debt and
its determinants. In our case, estimation of lineapndels of quantile
regression may be preferable to the usual regressiethods for a number
of reasons. First of all, we know that the standalelast-squares
assumption of normally distributed errors does matid in our database
because the values of all variables in our caseradenormal. While the
optimal properties of standard regression estimatare not robust to
modest departures from normality, quantile regressiresults are

characteristically robust to outliers and heavyledidistributions. In fact,

the quantile regression solutiorig0 IS invariant to outliers of the

dependent variable that tend to® (Buchinsky, 1994). Another advantage
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is that, while conventional regressions focus one timnean, quantile
regressions is able to describe the entire conddlodistribution of the
dependent variable. Finally, a quantile regressiampproach avoids the
restrictive assumption that the error terms arentdeally distributed at all
points of the conditional distribution. Relaxingishassumption allows us
to acknowledge company heterogeneity and considwer gossibility that
estimated slope parameters vary at different quasatiof the conditional

distribution of all determents of debt.

The study has used STATA 11 and E-views 7 softwaf@r doing the
analysis. Tools used for different objectives hdeen explained in details

in the respective chapters.

1.4.3 Study period

The Indian economy started showing growth afterrandiucing the new
economic policy in 1991. In true sense the econogriewth of the country
was significant only in the Z1century. Therefore a period of 10 years,
2001-2002 to 2010-2011 is considered. The countr§gsoss Domestic
Product started growing more than five percent gveear during the
period 2001-2002 to 2010-2011. The same way the ekpr Direct
Investment was above 200 billion rupees in 2001-@Bd touched 2198
Billion Rupee in 2010-11. Most importantly BombaytoSk Exchange
Sensex was above 10,000 points and touched 20,0dl@tp during the

study period.
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1.4.4 Scope and significance of the study

The study is dealing with public limited companibBsted in Bombay
Stock Exchange. The banking and finance companies pgoposed to be
kept out of the scope of the study. Foreign comeanalso not considered
for the study. Companies incorporated in pursuancéh the Indian
Companies Act and whose registered office is si¢dain India is only
considered. To analyses the financial data of steléacompanies a period

of ten years from 2002-2011 is taken into considienm.

Studies relating to debt capital in the corporatxter are welcome
since it would amply enrich the empirical aspectfk the subject. In
regards to the Indian corporate sector, a Ilot ofvatted and
comprehensive studies have been undertaken by mifteresearchers and
institutions regarding the debt to equity and capitstructure.
Unfortunately, unlike the other problems, the dedatpital has not been
able to draw the attention of researchers to anyiceable extent. The
brief survey of the existing literature on diffeterssues associated with
the Indian corporate sector indicates that theraassingle comprehensive
study on the proposed issue. In specific termg, phesent study occupies
significance, in view of the fact that no such syudhas ever been
attempted so far, with reference to debt capitalthe Indian corporate
sector. More importantly considerable expansion haken place in the
Indian corporate sector in recent years. Therefaohe, issues like the trend
of debt structure, composition of debt, determirsant debt maturity, and
dependents on long -term debt, etc. cannot be igddyut requires special

attention through in depth study of the issues. émprehensive study
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incorporating the issues associated with debt adpitn the Indian

corporate sector is the need of the hour.

1.5 Contribution

The present study gives a sketch of debt and ligyighosition of
Indian corporate sector in sector wise as well amgle companies taken
as a whole. The study may help the investors fokim@ the right choice
of investment. It may provide them the basic idd@at the debt level and
the leverage position of the Indian companies ictee wise. It may help
them to choose the safest sector in India to invddtis work will also
helpful for the rating agencies and internationalaincial institutions to
rate the Indian corporate sector. The focus of shedy will be helpful to
them to give signals to investors and the governteeon the liquidity
positions. The work may give clear indication toethinancial institutions
mainly corporate money lenders about the prefereatearious types of
debt capital by the companies in sector wise. TPloéicy makers will get
an idea about the role of commercial banks pertagnito issue of

debentures, short-term and long-term loans etcth®ylndian companies.

The study gives the status of the Indian debt kearto the
Government of India, Indian debt market are morel@ss dependent on
the commercial banks. A small change in the banksegtor will make a
significant change in Indian companies. To avoidtttand make Indian

companies more independent. Government should talene policy
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decision. Moreover, this study contributes to therious market regulators

of the country for rigid policy making to ensurefsty.

It contributes to the academic society by givingnatshell of the
status of debt capital in Indian companies in seotwse. Moreover, this
study analysis the debt capital determinants inteet¢evel with the help
of quantile regression. So it fills the researchpgagiving deeper
determinants of debt capital of Indian companiesor®bver, it provides
the details of preference of debt capital of Indiaompanies in sector
wise, determinants of debt maturity, the relatiomsbetween growth and

long-term debt.

1.6 Organization of the Study

The discourse is divided into six chapters, inclugli the
Introduction and Conclusion. The subject matternnsroduced in chapter-
|. Literature review, objectives, methodology, sepmetc. also discussed in
chapter-1. The debt structure in Indian companissanalysed in chapters
II. The choice among the different kinds of debtedsby the Indian
companies is examined in chapter-1ll. The potentilaterminants of debt
maturity of sample companies and, the relation bsdw the growth of a
company and its dependents on long -term debt aveéewed in chapter-1V

and V respectively. Conclusion and suggestionsdafered in chapter-V.
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1.7 Chapter Summary

The first chapter gives the brief introduction tbettitle followed by
literature survey and research gap. The study hasmméd four objectives
based on the literature. Then gives a brief id@atloe methodology used

for the analysis and the scope of the study.
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2.1 Introduction

Debt is a part of capital and it is a part of tha@pdal structure of
every company. The level of debt in capital stret will vary from
Companies to company and industry to industry. si€h there is no such
theory explaining the corporate debt structure. loer, there are quite
number of study and theories of capital structufecorporations. Most of
the theories say that cost and benefit associatdti the equity and debt
will determine the capital structure. The variougsusces of debt capital
are banks, non bank financial institutions, publggvernment, group of
companies and foreign investors. And it is in mafprms as Bonds,
debenture, loans and deposits, etc. The most coniynosed debt capital
is bank loan followed by debenture and bonds. Th&jan theories that
explain the choice of capital structure are Tradé+4teory and pecking

order theory the other theories like Net Incomepmagach (NI), Net
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Operating Income approach (NOI) and Modigliani &IMr (MM) theory

explains how the proportion of debt and equity atféehe total valuation
of the firm. According to trade off theory firmshoose the level of debt -
equity decision as trade-off between the intereak Bhield and cost of
financial distress. As per pecking order theory fiven uses first internal
capital to first, then move to debt fund and ondfiirstage it will go for

equity.

Debt capital is the money borrowed from externalmlxes having a
fixed rate of interest and maturity period. Deldpctal can be broadly
divided on the basis of term of maturity and setwyroffered On the
basis of maturitythere is short-term and long-term debt. Shortintetebts
are those which are having a maturity period lgsasntor up to one year. A
debt having a maturity period more than one yearcaédled long -term
debt. Security offeredthere is secured and unsecured debt. Secured debts
are those attached with any collateral securityfised assets of the firm.
And unsecured debts are those which do not offey s@curity. In simple
word debt capital structure means the combinatidnvarious kinds of
debt used by the firm in their capital structure sisort- term and long-
term, secured and unsecured. Debt capital structneans the proportion

of secured and unsecured debt in the total debttahpf the company.

According to the nature of debt, it can be classdfiin two secured

debts and unsecured debt.

Secured debt: A secured loan is a loan in whiclke thorrower

pledges some asset as collateral for the loan, Wwhilken becomes a
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secured debt owed to the creditor who gives thenlo@he debt is thus
secured against the collateral — in the event tted borrower defaults,
the creditor takes possession of the asset usezbHateral and may sell it

to regain some or the entire amount originally lemtthe borrower.

Unsecured debt: it refers to any type of loans engral obligation
that is not collateralised by a lien on specificcats of the borrower in the
case of a bankruptcy or liquidation. In the eveiffttioe bankruptcy of the
borrower, the unsecured creditors will have a gahedaim on the assets
of the borrower after the specific pledged assedgehbeen assigned to the
secured creditors, although the unsecured creditoits usually realize a
smaller proportion of their claims than the securexkditors. In other
words, it is a form of debt for money borrowed oriwh specific assets
have been pledged to guarantee payment. Unsecuebd: & form of debt

for money borrowed that is not backed by the pledfespecific assets.

2.2 Debt to Equity Ratio

The table 2.1 shows the level of debt in the calpdt&ucture of
companies in various sectors. FMCG, media& publnghiand telecom
sectors shows the level of debt capital in the talpistructure is
increasing. However the overall debt shows it declg. Consumer
durable and textile sectors are having debt equayo more than 1. The
companies in this sector are highly levered compani Agriculture,
diversified and housing related sectors are havimdpt equity ratio more
than 0.8. These sectors are also having leveredpamies. The sectors
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such as miscellaneous, oil & gas, power, telecord aransport equipment
having a debt equity ratio more than 0.5. Thesetses have more than
average debt in the capital structure. However,itdpgoods, chemical &
petrochemicals, FMCG, healthcare, information teclogy, media &

publishing and metal, metal products & mining sestare having debt
equity ratio less than 0.5. Moreover informatioachnology sectors have
the lowest debt equity ratio 0.18. The overall dapistructure of various
sectors confirms that most of the sectors are hagviow levered

companies. To get a better picture of the stattislebt capital in Indian
companies we have checked the trend of debt strectof Indian

companies in sectors wise as well as overall sample
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Table.2. 1 Debt to equity ratio of various sectors

SL.no Sector No. of. Com| 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
1 Agriculture 18 1.11 1.15 0.89 0.68 0.65 0.82 0.85 0.92 0.84 0.90
2 Capital Goods 39 0.78 0.64 0.43 0.45 0.33 0.38 0.32 0.42 0.35 0.35
3 Chemical & Petrochemical 11 0.99 0.83 | 069 | 070 | 0.62 | 060 | 064 | 0.72 | 052 | 0.45
4 Consumer Durables 8 1.67 1.80 1.82 2.17 0.94 1.44 0.85 1.06 1.03 1.05
5 Diversified 8 0.73 0.59 0.57 0.76 0.90 1.24 0.75 1.05 1.10 0.84
6 FMCG 22 0.19 0.14 0.31 0.30 0.26 0.30 0.32 0.34 0.38 0.36
7 Healthcare 29 0.37 0.36 0.35 0.50 0.63 0.57 0.48 0.57 0.41 0.34
8 Housing Related 36 1.62 1.66 1.49 1.40 1.24 1.19 0.88 0.92 0.83 0.86
9 Information Technology 24 0.05 0.05 0.06 0.05 0.05 0.09 0.18 0.20 0.22 0.18
10 Media & Publishing 7 0.11 0.13 0.17 0.27 0.46 0.28 0.32 0.34 0.43 0.38
11 | Metal,Metal Products & Mining 26 1.37 1.41 0.92 0.57 0.49 0.50 0.43 0.50 0.47 0.47
12 Miscellaneous 12 1.39 1.11 1.09 0.63 0.63 0.72 0.72 0.91 0.69 0.63
13 Oil & Gas 20 0.66 0.50 0.51 0.44 0.52 0.52 0.54 0.63 0.54 0.54
14 Power 18 0.68 0.68 0.63 0.60 0.58 0.62 0.53 0.64 0.63 0.69
15 Telecom 11 0.29 0.20 0.28 0.56 0.53 0.50 0.49 0.41 0.33 0.61
16 Textile 10 1.01 0.94 0.83 0.89 0.92 1.02 1.07 1.19 1.22 1.04
17 Transport Equipments 23 0.68 0.56 0.44 0.54 0.51 0.47 0.52 0.63 0.55 0.50
18 Total sample 321 0.70 0.61 0.57 0.53 0.54 0.56 0.53 0.61 0.55 0.55
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2.3 Trend of Debt Structure

Based on the collected data we have examined tamdtrof various
debt capitals with the help of a line chart. To stée trend of debt
capital in Indian firms during the last decade. \Wave calculated the
sector wise average first, and then prepared the bhart. The detailed
sector wise as well as sample companies, statudewft capital trends

is the following.

2.3.1 Sample companies:

Total debt capital is growing year by year. FromO6dores in 2002,
it rises to 2562 cores in 2011. Secured debt rigesn 385 cores in 2002
to 1311 cores in 2011. Unsecured debt increasems f264 cores in 2002 to
1247 cores in 2011. Long-term debt increases froRD Xores to 1221
cores in 2011 similarly short-term debt increasesnf 315 cores in 2002
to 1340 cores in 2011. The figure 2.1 shows the yemr trend of debt

structure of sample companies taken as a whole.

The figure 2.2 shows the ten year trend of debusture ratios of
sample companies taken as a whole. The debt egquitypos had many up
and downs. From 2002 - 2005 it showed a downwaehdr From 1.08
times to equity it comes down to 0.50 times. Howevin the following
years, it showed an upward trend and again a dowdwaovement in next
year finally it's come down to 0.67 times to equityong-term debt is
almost a straight line with minor fluctuations. Fno0.43 times to total

debt in 2002 it reaches to 0.42 times to equity20ill. Short-term debt to
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total debt shws a similar trend as lor-term debt to total debt. From 0.«

times to total debt in 2002 it comes down to 0.46&ds.

Figure 2.1 Debt structures of sample companies
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Secured debt to total debt also not showed muchatieom. From
0.63 times to total det in 2002 it comes down to 0.53 times in 20:
Unsecured debt to total debt is also almost a gtraiine. From 0.30 time

to total debt in 2002 it increases to 0.35 timedonal debt

Figure 2.2 Debt structure ratios of sample companies
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2.3.2 Agriculture sector:

The figure 2.3 shows the ten year trend of debtusture of agriculture
sector. From 2002 — 2006 the total debt capitalvsimg a slight decline
and it is in and around 400 cores. But from 200&0411 it is showing a
sharp increase in the total debt capital. Duringstperiod the total debt
capital is increased from 400 to 1400 cores. Imseaf secured and
unsecured debt, a major part of debt capital isused. In the initial
period secured debt is showing a Down ward and onssed debt showing
an upward trend. And in 2007 both of them come elogrom 2007 -2008
in the one year period secured debt shows sharpease and unsecured
debt a sharp decline. Both secured and unsecuredtsdeshowed a
proportionate increase in the level of debt capitdtween 2008-2010
periods

But in the financial year 2010-2011 secured oncaiagghowed a sharp
increase and unsecured debt showed a declined trend the initial
periods (2002- 2007) long-term debt was used maréhie debt capital and
short-term debt less. However, from 2002 -2007 ylewpryear there a slight
increase in the long-term debt. At the same timerstierm debt slight
decline from 2003-2005 and from 2005 on words itowled a sharp
increase. It crosses the long-term debt in betw@@07- 2008 financial
year. From 200 cores total short-term debt incesaso more than 800
cores over a period of 10 years, and the long-te@mibt from 300 to 600

cores.
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Figure 2.3 Debt structures of agriculture sector
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Figure 2.4 Debt structure ratios of agriculture sector
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The figure 2.4 shows the various debt structureosaiof agriculture
sector. The trend of debt to equity shows thatharp decline in level o
debt in proportion to equity capital from 20- 2006 as 1.8 times to 0.
times. However 20C- 2011 it remainssame in 0.8. Lon-term debt to
total debt is fluctuating in between 0.3 and 0.4ndar in the case o

shortterm debt to total debt, it is fluctuating betweers and 0.7 overal
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both the ratio maintains 0.4 and 0.06 respectivéhycase of secured debt
to total debt shows a slight decline from 0.7 t® GQver a period of ten
years from 2002 -2011. However the secured debtot@l debt ratio is

fluctuating between 0.5 and 0.7. At the same tinlmsecured debt to total

debt is fluctuating between 0.3 and 0.4.

2.3.3 Capital Goods sector:

The figure 2.5 shows the ten year trend of debtusture of the
capital goods sector. The total debt capital showedownward trend from
2002- 2004 as it comes down from 200 core to 15@ecdBut from 2004
onward the level of debt capital stated showing wward trend up to
2011. It rises year by year from 150- 590 core. chse of secured debt, it
is declining in the initial periods 2002-2004 fro&- 100 cores. 2004 —
2006 periods, it continues at 100 cores after thastarted showing an
increasing trend till 2011 and the total securedotdéouch 300 cores.
Similarly unsecured debt also showing a slight deelafter that it shows
an increasing trend. In capital goods sector mazeused debt is employed
than unsecured debt. In case long-term debt andtsteom debt in the
initial periods, it is going hand to hand in 200Bost-term debt bit less
than 100 cores and long-term debt is a bit higheant 100 cores. At 2003
short- term debt goes up and reach slight 100 caxred long-term debt
come down around 80 cores. And in 2004 both comeselto 70 cores;
however, in 2005 both lines touch each other andssr each other.
Moreover, in 2006- 2007 long-term debt become atigher than short-

term debt, but both shows an increasing trend
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Figure 2.5 Debt structures of capital goods sector
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Again from 2007 lon-term debt declined and sh-term debt
continues showing an increasing trend up to 201daites as much as 3(
cores from 73 cores. At the same time I-term also started showing ¢
increasingtrend from 2008 to 2011 period; it increases fro@01cores tc
272 cores. This sector uses a more s-term debt than lon-term debt.

Figure 2.6 Debt structure ratios of capital goods sector
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The figure 2.6 shows the ten year trend of debusture ratios of
capital goods sector. 2002 -2003 period the dahtity ratio is almost 1.
From 2003- 2004 it sharply declined to 0.69 and aemunchanged for a
year. Again from 2005 on words, it started to deelisharply up to 2008
to 0.35. And for the next three years, it maintainthe same level with
slight variations. Long-term debt to total debtsBowing a slight increase
from 0.31to 0.39 periods between 2002 — 2006 rafbat it maintains the
same ratio up to 2008 then there again a slightlidecto 0.36 through the
study period. Overall short-term debt to total dabtshowing a decline
trend. It declined from 0.65 in 2002 to 0.45 in B0O0Then in shows a
slight upward trend and touched 0.51 in 2009 ancéiagcome down to
0.43 in 2011. Secured debt to total debt ratio iest shown much
fluctuation from 2002 to 2011. But it is showingdawnward trend, as the

ratio come down from 0.65 to 0.51.

2.3.4 Chemicals & petrochemicals sector:

The figure 2.7 is describing the ten year trenddefbt structure in
Chemicals & petrochemicals sector. From 2002-2004alt debt capital
showed a downward trend as it falls from 400 cot@s800 cores. But from
2004 — 2009 the debt capital showed an upward trenhdrows as many as
687 cores. Then in 2010 it again reduced to 600esoand maintains the
same level for the next period also. In the inlitgeriod of the study
secured debt is showing a downward trend at theesiime unsecured debt
showing an upward trend and its cross each othertha year 2005.

Secured debt falls from 279 cores in 2002 to 164esoin 2006 after that

D, SN
58 | Page



in shows a slight upward trend and maintains thensdevel around 20!

cores to the rest of the study peri

Figure 2.7 Debt structure of chemicals & petrochemicals sector
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Figure 2.8 Debt structure ratios of chemicals & petrochemicals sector
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From 2004 onwards unsecured debt started growind drere is &
sharp rise between 20-2009 periods. It grows from 99 cores in 2004

481 cores in 2009 more than secured debt. Then 2f@ll0down to 400
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cores and then not much change. Long-term debt e€llowva minor
fluctuation in around 240 to 200 cores throughole¢ study period. At the
same time short-term debt shows not much variatign to the period
2007. In 2007- 2009 periods, it grows sharply frad5 cores to 467
cores, then fall down to 372 cores in 2010 theniaga slight increase to
384 cores in 2011.

According to the figure 2.8 Debt to equity ratioasply declines
from 1.13 to 0.04 in 2002 2004 period. In 2004- 300 rises from 0.04 to
0.67 and maintain with a little fluctuation up to0@9. From 2009 on
words, it sated decline and reach 0.45 in 2011 aellehe debt equity ratio
showed a downward trend. Long-term debt to totabtdoverall, showed a
decline trend with some up and downs. It falls fr&b5 in 2002 to 0.33
in 2011. But short-term debt showed an upward treimdgrows from 0.44
to 0.56. Secured debt to total debt shows a dectread. It declined from
0.61 in 2002 to 0.39 in 2011. Short-term debt tdatodebt showed an

upward trend, it rises from 0.38 in 2002 to 0.512011.

2.3.5 Consumer durables sector:

Total debt capital, secured and unsecured debtgdmrm and short-
term debt all the debt capital shows a similar dem the case of
consumer durable sectors. Total debt capital shawsharp increase from
2005 on words, it rises to the extent that 198 sofeom 2002 to 2111
cores in 2011. Secured debt increases from 120 sone2002 to 1290
cores in 2011. Unsecured debt increases from 7&soo 871 cores. Long-
term debt increases from 110 cores to 916 cores ahdrt-term debt
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increases from 87 cores to 1195 cores in the stpesiod. The figure 2.¢
shows the graphical representation of ten year dreh debt structure it
the consumer durable sec

Figure 2.9 Debt structure of consumer durables sector
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Figure 2.10 Debt structure ratios of consumer durables sector
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Debt to equity ratio in 200—- 2004 periods went to negative. It fal
from 2.86 to 13.48 in 2002-2003 and then increase t-0.38 in 2004.
From 2003 onwards it increases sharply up to 2097t reaches again 2.
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equity capital. From 2007 onwards it shows downwareind and in 2011
the ratio comes down to 0.64 of equity capital. geterm debt to total
debt showed a downward trend, it comes down from1l0in 2002 to 0.24
in 2011. Short-term debt to total debt is showiay upward movement in
year by year. As it increases from 0.48 in 20020t@2 in 2009, then it is
declining to 0.62 in 2011. Secured debt to totabdé#luctuate the entire
study period between 0.58- 0.69. Unsecured debtotal debt showing a
downward trend, it slips from 0.41 in 2002 to 0.24 2011. The figure
2.10 shows the graphical representation of ten yeand of debt structure

ratios in the consumer durable sector.

2.3.6 Diversified sector:

This sector also shows the similar trend like comgu durables.
Secured and unsecured debt, long-term and shom-teéebt all the debt
capital shows a proportionate flow along with totaébt capital. From
2002- 2003 there is a slight decline in the totalbd capital, secured and
unsecured debt, short-term and long-term debt. Ba@3 in words up 2010
all the debt capital increases and in 2011 all tsgdrshowing a downward
trend. Overall the total debt grown from 285 cotes1313 cores, secured
debt raises 234 cores to 642 cores; unsecured debs from 50 cores to
670 cores, long-term debt increases from 164 cd0e668 cores and short-
term debt e rises from 121 cores to 644 cores durine study period.
The figure 2.11 shows the ten year trend of debtusture of the

diversified sector.
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Figure 2.11 Debt structure of diversified sector
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Figure 2.12 Debt structure ratios of diversified sector
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Debt equity ratio showed a declining trend in thgtial period, it
falls from 0.76 in 2002 to 0.54 in 2004. After th#t showed a shar
increase, the ratio went up to 1.19 in 2007. Agatngomes down to 0.7
in 2011. At the end of the ten year perithe ratio does not have mut

change. Longterm debt to total debt maintained a same levelhwitinor
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fluctuations in the study period. However, it dexadd from 0.48 in 2002
to 0.35 in 2011. Short-term debt to total debt fflatctuate much between
the period 2002-2005 as it maintain 0.5 from 20@5hwards it started
declining slightly and reach 0.44 in 2010. But iA12 it sharply increases
to 0.64. Secured debt to total debt shows a downwaend from 2003 on
words. Unsecured debt to total debt shows an immaedidownfall from

2002- 2003. From 2003 onwards shows an upward trdhdises 0.19 in

2003 to 0.57 in 2011. The figure 2.12 shows the tear trend of debt

structure ratios of the diversified sector.

2.3.7 FMCG sector:

The figure 2.13 represents the trend of the FM&&&tor. With the
total debt capital all the categories of debt capishow a proportionate
increase over the study period. Total debt capihairease from 104 cores
to 681cores, secured debt rises from 60 cores #® @ares, unsecured debt
increases from 36 cores to 223 cores, long-termtagbwn from 42 cores

to 374 cores and short-term debt rises from 61 sdre306 cores.

Debt to equity ratio is showing a downward trendtlwfluctuations
in year by year. But overall it declined from 1.06 2002 to 0.61 in 2011.
Long-term debt to total debt is fluctuating year pgar but not making
many deviations Debt to equity ratio is showing awhward trend with
fluctuations in year by year. But overall it decéish from 1.06 in 2002 to
0.61 in 2011. Long-term debt to total debt is fluating year by year but
not making many deviations.
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Figure 2.13 Debt structure of FMCG sector
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Figure 2.14 Debt structure ratios of FMCG sector
1.2

v \ 4— Debt to Equity Ratio
0.8 —@— Long term debt to total
. * //r_\ debr

26 .

o

== short-term debt to
total debt
0.4 - === Secured debt to Total
Debt
0.2 == Un-Secured debt to
Total Debt
0

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Year

In 2002 it was 0.37 and at the end of the studyi@erafter a lot of
fluctuations it reaches 0.33. Sh-term debt to total debt also in tt
similar to longterm debt in 2002 it was around 0.53 and then iove$

downward trend in the following years anhowed upward movement ar
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reaches again 0.53 in 2010. But after that it deeti to 0.39 in 2011.
Secured debt to total debt shows an up word movdmanthe initial

periods of the study. From 0.48 in 2002 it risesOt64 in 2006. But from
2006 on word it started declining and reaches 0i862011. Unsecured
debt to total debt is not fluctuated much in theidt period. During the
initial periods, it declined from 0.39 in 2002 t® anuch as 0.25 in 2005.
From 2005 on the word in started showing an upwaravement till 2009
and the ratio reach 0.38 again. But then it felwhoto 0.32 in 2011. The
figure 2.14 shows the ten year trend of debt stuuetrations in FMCG

sector.

2.3.8 Healthcare sector:

The figure 2.15 shows the graphical representabbnen year trend
of debt structure in the healthcare sector. Theirentlebt capital showed
an upward movement. Total debt has been increaseth f123 cores in
2002 to 832 cores in 2011. Secured debt rises f@8ncores in 2002 to
402 in 2011. At the same time unsecured debt wasd@®s in 2002 less
than secured, but in 2011 it reaches to 429 coresenthan secured debt.
Long-term debt showed an upward movement throughbet study period
except in 2010. In 2010 it showed a downward trebdt{ again went up in
2011. During the study period long-term debt ridesm 69 cores to 450
cores. Short-term debt rises from 54 cores to 3®les in a ten year

period
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Figure 2.15 Debt structure of healthcare sector
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Figure 2.16 Debt structure ratios of healthcare sector
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Debt to equity ratio shows a lot of fluctuationsayeby year.

In

2002 it was 0.65 times of equity capital 2003 riges0.69 times. But ir

2004 it reduced to 0.59 and in 2005 on word it s#drshowing upwart

movement till 2006 and it reaches to 0.86. Howeveom 2007 again wen

up to 0.66 words. And overall at the end of thedstueriod, it is 0.4¢

times of equity capital. Lor-term debt to total debt shows the simil
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trend as a debt equity ratio. 2002 — 2004 periadsishowing a downward
trend, it falls from 0.44 to 0.33. But in followingears, it shows an
upward movement and reaches 0.47 in 2006. Howewdter 2006 it
started showing downward trend and the ratio fabs0.39 in 2011 after
lot of up and downs. Short-term debt to total délbctuates between 0.50
and 0.59. In 2002 short-term debt was 0.51 timesotal debt and in 2011
it 0.53 times of total debt capital. Secured debt tbtal debt shows a
downward trend. From 0.57 to total debt in 2002 d5treduced to 0.37 in
2007. However, from 2007 on word it started showiagslight upward
movement. And the secured debt recovers to 0.43otal debt in 2011.
Unsecured debt to total debt overall shows an upwaend. In 2002 it
was 0.38 times of total debt and increases yeawyégr and touched 0.59
times of total debt. Later in starting reducing andme down to 0.47
times of total debt in 2011. The figure 2.16 showise graphical

representation of ten year trend of debt structofréhe healthcare sector.

2.3.9 Housing related sector:

The figure 2.17 shows the ten year trend of debtucture in
housing related sector. The total debt capital wathsub categories shows
an upward movement. Total debt is having a slowwgh up to 2006. But
from 2006 on words, it shows a rapid growth in ydar year. From 328
cores in 2002 it rose to 2560 in 2011. Secured dabd long-term debt
show the similar trend of total debt and it contribs more in total debt
capital. From 248 cores secured debt jump to 168des in 2011 and the

long-term debt rose from 228 cores to 1831 coresruthe study period.
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Unsecured debt and sh-term debt show a similar trend. Both are 1
showing much growth. Unsecured debt increase frdncdres in 2002 t«
627in 2011. At the same time sh-term debt increases from 99 cores

728 cores in the ten year perit

Figure 2.17 Debt structure of housing related sector
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Figure 2.18 Debt structure ratios of housing related sector
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Debt to equity ratio has shown a decline trend tlgloout the stud
period. It fell down from 1.87 to 0.88 to equity m#al during the study
period. Longterm debt to total debt shows a slight increase arod
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showing many fluctuations throughout the study pédti From 0.45 in
2002 to total debt the ratio increases to 0.57 dtak debt in 2011. Short-
term debt to total debt is almost study lined wittinor fluctuations. In
2002 to the ratio is 0.45 in total debt and in 20iivas 0.42 in total debt.
Secured debt to total debt showed a steady trentheninitial periods that
is 2002- 2005. From 2005 onwards started to decBhghtly up to 2008.
And from 2008 it started showing an upward movemeiht 2011. The
figure 2.18 represents the ten year trend of debicture ratios of housing

related sector.

Unsecured debt to total debt is showing the simitaend like
secured debt to total debt. The initial period dfetstudy it shows a
straight line after that little bit upward movemeatter that come to the
same past level. 2002 the ratio was 0.21 in towtdand at the end of the
study period, it was 0.23 in total debt. The figuté shows the ten year

trend of debt structure of housing related sector.

2.3.10 Information technology sector:

The figure 2.19 shows the ten year trend of debtusture of
information technology sector. In the initial pedi® of the study this
sector holds a very low level of debt capital comgdto other sector and
it continue up to 2006. But from 2006 on words thex rapid increase in
debt capital up to 2010 and in 2011 it showed alishercg trend. The total
debt was 21.50 cores in 2002 and 48 cores in 200 tit rises to 588

cores in 2011. Secured debt and long-term debt shbe same trend.
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Secured debt is i17. 7 cores in 2002 and in 200&dtomes 28 cores,
reaches 187 cores in 2011. Same time long-term cedst 14 cores in 2002
and in 2006 it has grown to 23 cores and end uphwi®11 as 173 cores.
Unsecured debt and short-term debt also show alaimirend like secured
and long-term debt. Like other debts the initialripel, both are not
changed much. After 2006 it showed a sharp increageto 2010 and in
2011 it showed a decline trend. But overall it g9seFrom 3.7 cores
unsecured debt increase to 25 cores in 2006 amgsrie 444 cores to 2010
and then come down to 401 cores in 2011. Similaslyprt-term debt was
7.4 cores in 2002 then increase to 25 cores in 2806 then again grown

to 453 cores in 2010 and decline to 414 cores ih120

The figure 2.20 shows the trend of debt structureghe information
technology sector. Debt to equity ratios shows adb fluctuations in this
sector. Overall, it shows an upward trend during gtudy period. In 2002
debt capital was 0.19 time of equity capital, ardten it went up in the
following years and again decline and reached 0iA®2006. Then from
2006 it started showing upward trend and touchea diebt capital as 0.33
time of equity capital in 2009. But from 2009 itasted declining and
become 0.29 times of equity capital. Long-term dédttotal debt reaches
the same position where it started in 2002 aftelo@of fluctuations. It
was 0.36 times to total debt in 2002 and increase$.53 times of total
debt in 2007 and then decline to 25 times to tod&lbt in 2010, then
increases to 0.31 times in 2011. Short-term debtot@al debt also shows a

similar trend. In 2002 it was 0.46 times to totadbd and then increases to
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0.48 in 2003. After that it declined in the follomg years and reduced -

0.34 times total debt in 2007. From 2007 onward it startgfowing

upward movement at touched in 2009. Then again dehvn to 0.43 time:

to total debt in 2011. Shc-term debt to total debt crosses the I-term

debt to total debt at 2006 and 20

Figure 2.19 Debt structure of information technology sector
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Figure 2.20 Debt structure ratios of information technology sector
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Secured debt to total debt shows a downward trdhdvas 0.66 times to
total debt in 2002 become 0.42 times in 2011. Unised debt to total debt
shows an increasing trend form 0.17 times to tatabt in 2002 it went up

to 0.32 times to total debt in 2011.

2.3.11 Media & publishing sector:

Total debt capital and all other subdivisions ofbtleapital show an
upward trend under media and publishing sector.alTatebt was 71 cores
in 2002 rises to 422 cores in 2011. Secured debmfid7 cores in 2002
rises to 147 cores in 2011. Unsecured debt wasd®4s in 2002 and went
up to 275 cores in 2011. Long-term debt was 32coses in 2002 and
grown to 160 cores in 2011. Short-term debt was &8es in 2002
increases to 262 cores in 2011. The figure 2.21lwshthe ten year trend of

debt structure in media and publishing sector.

The figure 2.22 shows the ten year trend of debustture ratios of
Media & publishing sector. The debt equity ratibosvs a steady upward
trend. The debt capital from 0.23 times to equclgpital in 2002 rises to
1.78 times to equity capital at 2011. Long-termbtieshows an up and
down trend in 2002 it was 0.39 times to total delmd then fell down in
2003 and again rises in 2004- 2006 period to O.bhes of total debt
capital. Again shown a decline trend from 2006 -206nd remain same in
2008 as 0.31 times in total debt capital. In 2009ises after that decline
and finally reaches in 2011 as 0.33 times to dedpital. Short-term debt

to total debt rises in the initial period from 0.3@nes to debt capital in
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2002 to 1.79 times in 2004. From 20+2005 it fell down to 0.34 times
And again increase 0.59 in 2005-2010 period. From 0.59 times to tot

debt it comes down to 0.38 times in 20

Figure 2.21 Debt structuresin media & publishing sector
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Figure 2.22 Debt structure ratios of media & publishing sector
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Secured debt to total debt shows also up and downgear by year.
But overall it shows a downward trend. It comes diofwom 0.56 time’s to
total debt in 2002 to 0.42 times in 2011. Unsecumbzbt to total debt
shows many fluctuations, but it shows an upwardntreFrom 0.14 times

to total debt in 2002 it went up to 0.28 times i@124.

2.3.12 Metal, metal products & mining sector:

The total debt capital and all the subdivisions whan upward
trend. Total debt has been shows a declining trendhe initial periods
from 2002 — 2005 from 2005 on words, it sharply neases every year till
the end of the study period. From 1227 cores in2@0rises to 4591 cores
in 2011. Similarly secured debt shows a downwarentt between 2002-
2005 periods and then shows upward movement. Irdases from 883
cores in 2002 to 2290 cores in 2011. Unsecured d&lsb showed an
upward trend as it increases from 343 cores in 2002301 cores in 2011.
Long-term debt shows a similar trend as securedt.dEbom 807 cores in
2002 to it rises to 2628 cores in 2011. Short-tedabt is also rises hand
to hand with unsecured debt. From 420 cores in 2li0Acreases to 1963
cores in 2011. The figure 2.23 shows the ten yeand of debt structure

in metal, metal products & mining sector.

Debt to equity ratio is many up and down year byawnyeBut overall
shows a downward trend. In 2002 it was 1.16 timesetuity capital and
in 2003 rise to 1.44 times to equity capital. Thenwards it shows a

downward trend and reaches to 0.80 times to eqoapital at 2011. Long-
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term debt to total debt is showing a minor up armdvd. It was 0.57 time:
to total debt in 2002 reduced to 0.43 times to tadabt in 2011. Sho-
term debt to total debt shows an upward trend. nfFi@.34 times to tota

debt in 2002 it rises to 0.4times to total debt in 2011.

Figure 2.23 Debt structuresin metal, metal products & mining sector
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Figure 2.24 Debt structure ratios of metal, metal products & mining
sector
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Secured debt to total debt shows an upward movenfieamh2002 -
2004 period as it rises from 0.69 to 0.73 timestdatal debt. 2004- 2008 it
shows a downward trend, it fell down from 0.73 to54 times to total
debt. Then again went up in 2009- 2010 periods .&80and come down to
0.52 times to total debt in 2011. Unsecured debtdtal debt showed an
upward movement without much up and downs. From30tiZnes to total
debt in 2002 it went up to 0.40 times to total debt2011. The figure
2.24 shows the ten year trend of debt structurdosatof metal, metal

products & mining sector.

2.3.13 Miscellaneous sector:

Total debt capital and secured debt showing a samtikrend during
the study period. Total debt slight increase in 28004 period from 257
cores to 292 cores. Then decline to 234 cores i652From 2005 onwards
it showed an upward movement till 2009 and the katabt rises to 728
cores. After that in 2010 it decline to 676 corésit in 2011 again rises to
732 cores. Secured debt showed an upward trendn 280 cores in 2002
rises 515 cores in 2011. Unsecured debt shows a moth variation
between 2002 — 2005 periods. After that it showsugn word trend. In
2002 it was 37 cores and touched 217 cores in 20ldng-term debt
shows an upward trend. It increases from 121 cane2002 to 398 cores
in 2011. Short-term debt shows a downward trendmfr2002 to 2005
period. This period the short-term debt comes ddwom 136 cores to 74

cores. From 2005 — 2011 it showed an up word trand reaches the total
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shortterm debt to 333 cores in 2011. The figure 2.25w$&dhe ten yea

trend of debt structure in rscellaneous sector.

Figure 2.25 Debt structure of miscellaneous sector
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Figure 2.26 Debt structure ratios of miscellaneous sector
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Debt to equity ratio is having ups and downs; howevup to the

year 2009 it shows an upward trend. From 0.44 tim@quity the deb
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capital rises to 1 times in equity in 2009. There tthebt capital decline in
the following years and comes down to 0.72 timestuity capital. Long-
term debt to total debt increases in initial pesodnd then started to
decline slightly. Long-term debt was 0.34 timesttdal debt in 2002 and
increases to 0.59 in 2007 and then reduced to Qidkh@s to total debt in

2011.

Short-term debt to total debt has shown a downwéarend. It
reduced from 0.57 times to total debt in 2002 t@®times to total debt in
2009, then rises to 0.37 times in 2011. Securedtdebtotal debt shows
several up and downs during the study period. Hoerevit shows a
downward trend. From 0.70 times to total debt in02Qo it is reduced to
0.55 times to total debt in 2011.unsecured debtadi@al debt also have up
and downs but the fluctuations are minor. But overashows an upward
trend. From 0.20 times to total in 2002 it incresade 0.27 times to total
debt in 2011. The figure 2.26 shows the ten ygand of debt structure

ratios of miscellaneous sector.

2.3.14 Oil & gas sector:

The total debt capital and all the subdivisionsioEhow an upward
trend under oil and gas sector. The total debt gi$eom 3172 cores in
2002 to 10720 cores in 2011. Secured debt and lwrgr debt show the
similar trend. Both showed an upward trend, but grewth is negligible.

Secured debt rises to 1677 cores in 2002 to 3064€sxon 2011. Long-term
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debt rises from 1372 cores in 2002 to 2299 core20dl1l. Unsecured del
and shortterm debt grow significantly. Unsecured debt wa®9944ores in
2002 went up to 7656 cores in 2011. At the same time &term debt
increases from 1800 cores in 2002 to 8421 coreg0hl. The figure 2.2

represents the ten year trend of restructuringiinaod gas secto

Figure: 2.27 Debt structure in oil & gas sector
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The figure 2.28 shows the ten year trend of debustture ratios of
oil and gas sector debt to equity ratio shows aigtint downward trend
from 2002 to 2005. It falls from 1.3 to equity caali to 0.67 times. Then
shows slight upward trend and maintain the sameslleinally, at the end
of 2011 it was 0.76 times to equity capital. Longyih debt to total debt,
short-term debt to total debt shows almost a stmaigne without many
fluctuations. It was 0.34 times to total debt in020increases to 0.48
times to total debt. However, short-term debt tdalodebt reduces from
0.55 times to total debt in 2002 to 0.46 times i@12. Secured debt total
debt and unsecured debt to total debt also showsnalar trend like short-
term and long-term debt to total debts. Securedtdehs 0.50 times to
total debt in 2002 to reduce to 0.45 times to tadabt in 2011. Unsecured
debt to total debt rises from 0.39 times to totalbtin 2002 to 0.49 times

to total debt in 2011.

2.3.15 Power sector:

The table 2.29 shows the ten year trend of debticttrre in power
sector. Total debt capital shows a straight upwdrdnd without any
fluctuations. Debt capital rises more than thremds during the study
period. It rises from 2513 cores in 2002 to 850Gexin 2011. Secured
debt and long-term debt also show a similar trerke ltotal debt. Secured
debt increases from 1122 cores in 2002 to 5455 €0ne2011. Long-term
debt rises from 949 cores to 5534 cores in 2011sédtmred debt and

short-term debt also showed an upward trend, howahe growth level
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was low. From 1375 cores in 2002 it increases t®@@¢ores in 2011 an

shortiterm debt from 1564 cores in 2002 to 2972 core2041.

Figure 2.29 Debt structure of power sector
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Figure 2.30 Debt structure ratios of power sector
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The figure 2.30 shows the ten year trend of thetds&tibucture ratio
of power sector. Debt to equity ratio bit fallsom 1.03 times to equity to
0.92 between 2002- 2004. Then the following yeashtarply rises to 1.71
times to equity. In 2006-2008 again come down td0times to equity.
Finally, in 2011 it touches 0.75 times to equitypctal. Long-term debt to
total debt shows some up and down, but it showedvargd movement.
From 0.49 times to debut in 2002 it rises to 0.6rhds to total debt in
2011. The level of Short-term debt to total deleduces in 2002- 2004
periods from 0.38 to 0.30 times to total debt. Thanrease to 0.44 times
in 2007. After then it is declining to 0.29 times total debt of 2011.
Secured debt to total debt showed an overall upwaeshd. It rises from
0.57 times in 2002 to 0.64 times 2011. Unsecurethtdm total debt is
almost a straight line with minor variations. It 8.30 times to total debt

in 2002 finally in 2011 it slightly down to 0.28mies to equity.

2.3.16 Telecom sector:

The figure 2.31 shows the ten year trend of debtusture of
telecom sector. Total debt capital rises more tBantimes in between the
study period. From 526 cores in 2002 it rises tdb2CQores in 2009 and
then fell down to 1856 cores in 2010. But from 202011 it showed a
sharp rise and reached 3799 cores in 2011. Secdedt and long-term
debt show a similar trend. Both showed an upwarentt. Secured debt
increases from 204 cores in 2002 to 1355 cores 0412 Long-term debt
rises from 324 cores in 2002 to 1443 cores in 201insecured debt and
short-term debt show same movement as total debdémF321 cores in
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2002 unsecured debt went up to 2444 cores in 2@Hart-term debt rise:

from 201 cores in 2002 to 2356 cores in 2(

Figure 2.31 Debt structure of telecom sector
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Figure 2.32 Debt structure ratios of telecom sector
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The figure 2.32 shows the ten yetrend of debt structure ratios «
Telecom sector.Debt to equity ratios shows up and downs during

study period. From 20(- 2004 it went up slightly as 1.224:39 times tc
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equity capital. In 2005 in fall down drastically t38.34 times in equity.
2006 again recovered and reached 0.33 times totgqgBut in 2008 it fell

down to -0.37. Finally, in 2011 it reaches to O.tiges to equity. Long-
term debt to total debt also shows up and downs2002 it was 0.48 times
to total debt and come down to 0.37 times to todebt in 2011. Short-
term debt to total debt shows a downward trend mitial periods then
recovered. In 2002 it was 0.42 times to total dedrtd then started
declining in the following years and touched 0.3iné¢s to total debt in
2006. But from 2006 it showed an upward trend arsks to 0.44 times to
total debt. Secured debt rises little up in 200220periods after that it
showed a downward trend till 2011. Overall from D.Gmes to total debt
it comes down to 0.36 times. Unsecured debt toltd&sbt also showed up

and downs. Form 0.33 times to total debt rises #50times in 2011.

2.3.17 Textile sector:

Total debt shows an upward movement without manyctlations.
From 677 cores in 2002 the total debt went up t®24ores in 2011.
Secured debt rises from 493 cores in 2002 to 2203es€ in 2011.
Unsecured debt is almost a straight line. From t88es in 2002 it moved
to 192 cores in 2011. Long-term debt rises from 2®&6es in 2002 to 1659
cores in 2011. Similarly, short-term debt increagesm 281 cores to 791
cores in 2011. The figure 2.33 shows the ten ygand of debt structure

in Textile sector.

Debt to equity ratio had many fluctuations. From24.times to

equity in 2002 it went to the minis ratio in 2005 .67 times to equity.
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Then recovered and rises at touched 2.04 times guoitg in 2010 ther
again decline to 1.25 in equity in 2011. Lcterm debt to total deb
shows an upward movement. It rises from 0.378 tiresotal debt in 200:

to 0.53 times to total debt in 201

Figure 2.33 Debt structure of textile sector
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Shortterm debt to total debt has several minor up andm® From

0.49 times to total debt, it fell down to 0.37 timmén 2011. Secured del
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to total debt has risen from 0.75 times to totabtden 2002 to 0.86 times
in 2011. Unsecured debt to total debt declined frOn24 times to total
debt in 2002 to 0.13 times to total debt in 201heTfigure 2.34 shows the

ten year trend of debt structure of telecom sector.

2.3.18 Transport equipment sector.

The figure 2.35 shows the ten year trend of debustiure in the
transport equipment sector. Total debt is risimgnfi 419 cores in 2002 to
1695 cores in 2011. Secured debt rises from 283esoio 844 cores in
2011. Unsecured debt rises from 135 cores in 2003831 cores in 2011.
Long-term debt rises from 258 cores in 2002 to #@%es in 2011. Short-
term debt showed little up and downs, but overalfrises from 161 cores

in 2002 to 899 cores in 2011.

The figure 2.36 shows the Ten year trend of debtsture ratios of
the transport equipment sector. The debt equityoras shown an upward
movement during 2002 — 2006 periods. It rises fr&amM6 times in equity
to 1.27 times. Then fell down to 0.79 in 2007 aftbat it again rises and
fell down finally it reached 0.89 times to equitg R011. Long-term debt
shows a downward trend year by year with minor fluletions. 0.51 times
to total debt in 2002 to it come down to 0.34 timw@stotal debt in 2011.
Short-term debt to total debt shows a slight upwarend. It increases
from 0.48 times to total debt in 2002 to 0.65 tim®stotal debt in 2011.
Secured debt to total debt showed a bit downwaeahdrduring 2004- 2006
periods then almost a straight line. From 0.61 tsnte total debt in 2002

short-term debt to total debt comes down to 0.5&e$ to total debt.
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Unsecured debt total debt showed an upward trend004 — 2006 period,
then almost not showing much changes. The ratiesiffom 0.38 times t

total debt in 2002 to 0.47 times to total debt i®12.

Figure 2.35 Debt structure of transport equipment sector
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2.4 Determinants of Debt Capital in Indian Companies

2.4.1 Variables and hypothesis

Based on the above analyzed literature we havetified the possible
determinants of debt capital. Following are themmknts of debt capital:

* Asset structure:

Agency theory suggests that firms with large fixeaksets have
comparative advantage in obtaining long-term deWhereas firms with
high sales relative to fixed assets have a compaeatadvantage in
borrowing over shorter periods. Harris and Ravi¥991) indicate as per
the pecking order theory perspective, firms witlsdefixed assets are more
sensitive to informational asymmetries. These firmgl thus issue debt
rather than equity when they need external finagcilkeading to an
expected negative relation between the importantesset structure and
debt capital. In this study, we are taking net fixassets to total asset
(NFATA) as a proxy for Asset structure.

Hi: There is no significant relationship between aisséructure and the
level of debt capital

Ho: There is a negative relationship between assetucture and the level
of debt capital

* Profitability:

Pecking order theory suggests firms will use reeaminearnings first as
investment funds and then move to bonds and newitgqonly if
necessary. Chang (1999) says profitable firms temdise less debt. There
are some recent studies Wald (1999) for developeduntries,
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Wiwattanakantang (1999) and Booth et al. (2001) fdeveloping
countries. Long and Maltiz (1985) find leveragelie positively related to
profitability. In this study, profitability is defied as earnings before
interest and tax divided by sales (EBITSA). We a&ngecting a direct or
inverse relationship between profitability and delatpital.

H,: There is no significant relationship between gtability and the level

of debt capital
Ho: There is significant relationship between profoiéity and the level of

debt capital

 Debt capacity:

It measures the ability of a firm to pay interesth debt. In other
words the number of times the interest charges areered by funds that
is ordinarily available for their payments. We awaken interest
coverage ratio as a proxy for measuring the delgacaty (INTCOVER).
The study expects a positive relationship betweemtdcapacity and the
level of debt capital.

Hi:: There is no significant relationship between detdpacity and the
level of debt capital

Ho: There is a positive relationship between debt @eipy and the level of
debt capital

« Non-debt tax shield:

According to Modigliani and Miller (1958), if intest payments on
debt are tax-deductible, firms with positive taxabincome have an

incentive to issue more debt. That is, the maineimdcve for borrowing is
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to take advantage of interest tax shields. In thenfework of the trade-off

theory, one hypothesizes a negative relationshipwken leverage and

non-debt tax shields. The ratio of depreciationtétal assets (DEPTA) has

been taken as a measure of non-debt tax shield.

Hi: There is no significant relationship betwe@aon-debt tax shieldand
the level of debt capital

Ho: There is a negative relationship betweaan-debt tax shieldand the
level of debt capital

* Credit worthiness:

It measures the firm’s ability to meet the occurcenand non-
occurrence of certain contingent liabilities. Netomh, i.e., equity plus
reserve (NW) is taken to measure the credit worelsisn The study expects
a positive relationship between credit worthinessl alebt capital.

Hi: There is no significant relationship between citedorthiness and the
level of debt capital
Ho: There is a positive relationship between credibrthiness and the

level of debt capital

» Size:

From the theoretical point of view, the effect oize of leverage is
ambiguous. As Rajan and Zingales (1995) claim: ‘dear firms tend to be
more diversified and fail less often, so size corngru as the natural
logarithm of total sales (LNSA) may be an inverseoxyy for the
probability of bankruptcy. If so, size should haaepositive impact on the

supply of debt.
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H,: There is no significant relationship between siaed the level of debt
capital
Ho: There is a positive relationship between size ahe& level of debt

capital

The study has taken three macroeconomic variableshsas economic

growth, interest rate and foreign direct investment

« Economic growth:

At what fast the economy is growing. Gross DomesHcoduct at
constant price (GDP) has taken as a proxy for meagueconomic growth
of debt capital. We are expecting a positive redaship between
economic growth and debt capital.

H,: There is no significant relationship between eoaric growth and the
level of debt capital
Ho: There is a positive relationship between economgrowth and the

level of debt capital

* Interest rate:

Prime lending rates (PLR) are the proxy for measgrthe impact of
interest rate on debt capital. We are expectingrarerse relation between
interest rate and debt capital.

Hi: There is no significant relationship between irdst rate and the level
of debt capital
Ho: There is a negative relationship between economrowth and the

level of debt capital
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 Foreign direct investment (FDI):

Firm opts for external finance for their capitalguarements. Indian
government allows FDI in several sectors with fixpdoportions. A firm
or sectors started attracting FDI gives a strongnai of growth. Since the
firm that able to attract FDI could avail more debapital. So we are
expecting a direct or inverse relationship betwedebl and the level of
debt capital.

Hi: There is no significant relationship between FBhd the level of debt
capital
Ho: There is a positive relationship between FDI anblle level of debt

capital

2. 4.2 Model

In estimations process, firstly, we introduce animstion technique
of quantile regression in brief, and then applytotour dataset. Standard
least squares regression techniques provide sumrpargt estimates that
calculate the average effect of the independenialdes on the ‘average
company’. However, this focus on the average conyamnay hide
important features of the underlying relationshs Mosteller and Tukey
(1977, pp. 266) correctly argued, “What the regiesscurve gives a grand
summary for the averages of the distributions cepmnding to the set of
x’s. We could go further and compute several regi@ss curves

corresponding to the various percentage points lod distributions and

thus get a more complete picture of the set. Ordigathis is not done,
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and so regression often gives a rather incompletéupe. Just as the mean
gives an incomplete picture of a single distributjoso the regression
curve gives a correspondingly incomplete picturer fa set of
distributions”. Quantile regression techniques d¢herefore help us obtain
a more complete picture of the underlying relatibips between Liquid
ratios and its determinants. In our case, estintatad linear models of
guantile regression may be preferable to the ugegression methods for
a number of reasons. First of all, we know that d#tandard least-squares
assumption of normally distributed errors does maid in our database
because the values of all variables in our case mao@-normal. asset
structure (NFATA), profitability (EBITSA), non-debttax shield (DEPTA),
debt capacity (INCOVER) and credit worthiness (NWQ|low a skewed as
well as leptokurtic distribution (see the evidenioe Table 1). While the
optimal properties of standard regression estimatare not robust to
modest departures from normality, quantile regressiresults are

characteristically robust to outliers and heavyledidistributions. In fact,
the quantile regression solutior)é’0 IS invariant to outliers of the

dependent variable that tend to® (Buchinsky, 1994). Another advantage
is that, while conventional regressions focus onre timean, quantile
regressions is able to describe the entire conddlodistribution of the
dependent variable. In the context of this studly, determinants of debt
capital are of interest in their own right, we domwant to dismiss them as
outliers, but on the contrary we believe it woule@ lworthwhile to study
them in detail. This can be done by calculating ft@wéent estimates at

various quantiles of the conditional distributiorkinally, a quantile
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regression approach avoids the restrictive assuompthat the error terms
are identically distributed at all points of the ndbtional distribution.
Relaxing this assumption allows wus to acknowledgeompany
heterogeneity and consider the possibility thatirmated slope parameters
vary at different quantiles of the conditional didtution of all determents
of debt capital.

The quantile regression model, first introduced kgenker and Bassett

(1978), can be written as:

Vi = X By * Ear itk QUG (Vi %) = X B, (1)

wherei denotes company denotes timeYitis the dependent variabley,

is a vector of regressors,ﬁ iIs the vector of parameters to be estimated,
and € is a vector of residualsQuan&(Mtlxﬂ) denotes thef" conditional

guantile of Yi givenxit. The 6" regression quantileo<5<l solves the

following problem:

1 - ' 1S
min=t 301y, ~x A1+ Y A=)y, ~x Sl =min = pyey (2)
i=1

B ) . ) .
ity 2x 8 LUy <X B

Where 'OH(D, which is known as the ‘check function’, is defothas”:

(3)

Ge , if 8, =20
Po(Eg) ={ o o }

(60 —1)ey ifleg <0
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Equation (2) is then solved by linear programmingthods. As one

increases@ continuously from 0 to 1, one traces the entirendidional

distribution of yit, conditional on (Buchinsky 1998).

Here the study assumes that LnDEBT is the functodrLNSA, NW,
NFATA, EBITSA, DEPTA, INCOVER, GDP, FDI and PLR wéh can be, in
linear equation form, written as:

LnDEBT, = a + S1LNSA + S2NW, + SsEBITSA + S:DEPTA @)
+ BsNFATA + BsINCOVER + B:GDP, + BsFDI, + BoPLR, +¢&,

However, in this model company and time effects egmored therefore, by
incorporating unobserved company effect in the dogua (4) we get

following equation:

LnDEBT, =a + BLNSA + 8,NW, + 8,EBITSA + B:DEPTA

5
+ BsNFATA + BsINCOVER + B:GDP, + B:FDI, + BePLR, +¢, (5)

Where u, =4 +¢&,,with 'uibeing companies’ unobservable individual

effects. The difference between a polled OLS regies and a model

considering unobservable individual effects lieepisely i, When we

consider the random effect model the equations @ anwill be same,
however, in that casél is presumed to be having the property of zero the

2
individual observation error terfsr'fr, has constant variancgs, and

independent of the explanatory variables.

Further, due to the advantages (as stated above)quantile
regression estimation technique over OLS, fixed aaddom effect models

in the study, we examined at thé"525" 50" 75" and 93" quantiles
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respectively. To avoid high correlation between iables selected, we
have divided them into two different models

MODEL |

Q2s(LNDEBT, ) = @25+ f3,.,LNSA, + 8,5 ,NFATA, + S, ,EBITSA,
+ 1825,4|NCOVERit + 1825,5FD| it + 18.25,6 PLRit + £.5it

Qo (LNDEBT, ) = @ 5 + B 501 LNSA, + B 50, NFATA; + [, ,EBITSA,
+ B 504INCOVER, + 5 sFDIy + B5sPLR; + £,

Q5 (LNDEBT, ) = @ 75 + B 75, LNSAA, + 75, NFATA; + 5,5 ,EBITSA,
+ B 54INCOVER, + B 5 FDI + B556PLR; + &5,

Qos(LNDEBT ) = @ g5 + [ 95 LNSA + [ 95, NFATA; + 5 o5 ;EBITSA,
+ B 95 4INCOVER; + B o FDI  + B o5 PLR; + £

MODEL Il

Qs (LNDEBT ;) = a5 + :8.05,1 NW; + :8.05,2 DEPTA; + 15.05,3EB|TSA“
+ :8.05,4 INCOVER, + 18.05,5GDPit + ﬁ.os,ePLRit + E s

Q2s(LNDEBT, ) = @25+ 8 ,,,NW, + S, ,DEOPTA, + 3 ,;,EBITSA,
+ 1825,4|NCOVERit + 1825,5GDPit + ﬁ.25,6 PLRit + £.5it

Qs (LNDEBT, ) = @ 55 + B50,NW; + B 50, DEPTA; + 55, ,EBITSA,
+ B 504INCOVER, + B4, GDP; + 5, PLR; + £

Q5 (LNDEBT, ) = @ 75 + B 75, LNSAA, + 45, NFATA; + 5 ;5 ;EBITSA,
+ B 754INCOVER, + B 5 FDI + B,56PLR; + &5,

Qos (LNDEBT, ) = @ g5 + B o5s NW; + o5, DEPTA; + 5 o ;EBITSA,

+ B 954 INCOVER, + 355 GDP, + B PLR; + £,

We used sqreg module of STATA 11 for simultaneous quantile
regression estimation and obtain an estimate of #rdire variance-
covariance of the estimators by bootstrapping willd0 bootstrap

replications. Simultaneous quantile regression israbust regression
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technique that accounts for the non-normal disttibn of error terms and
heteroskedasticity (Koenker and Bassett 1978; K®enknd Hallock
2001). Unlike traditional linear models, such as ®lregression, that
assume that estimates have a constant effect, samebus quantile
regression can illustrate if independent variablesve non-constant or
variable effects across the full distribution ofetllependent variable. To
examine this, baseline OLS regression models wése axecuted.

In this chapter, we have attempted to identify ttwtical factors
determines the debt capital of Indian firms. Foethpurpose of analysis, a
panel model has been estimated for the years 2@020tl1. Further, for
analysis, we used a quantile regression model whehelatively new in
the present context. This is because by having mpdete picture of all
gquantiles, it is possible to consider several diéfiet regression curves that
correspond to the various percentage points of distributions and not
only the conditional mean distribution, which negilge the extreme
relationship between variables. Quantile regressidonenker and Bassett
1978; Koenker and Hallock 2001) is a method fotifig a regression line
through the conditional quantiles of a distributiont allows the
examination of the relationship between a set afeipendent variables and
the different parts of the distribution of the deygent variable. Quantile
regression overcomes some of the disadvantagefhefcbnditional mean
framework built upon central tendencies, which tetodlose information
on phenomena whose tendencies are toward the taflsa given
distribution (Hao and Naiman 2007). The use of tneantile regression

approach is also chosen because of the skewedillidion of NFATA,
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NW, EBITSA, DEPTA and INCOVER, since in such casbketusual
assumption of normally distributed error terms ist warranted and could
lead to wunreliable estimates. Furthermore, compsnignalyzed are
fundamentally heterogeneous and it may make Ilitdense to use
regression estimators that implicitly focus on tteaverage effect for the
average company’ by giving summary point estimat&fs coefficients.
Instead, quantile regression techniques are robasiutliers and are able
to describe the influence of the regressors ovee #Hntire conditional

distribution of, NFATA, NW, EBITSA, DEPTA and INCOKER.

2.5 Result and Interpretations

At first we have checked the descriptive statistafsthe variables
used for the analysis. The table 2.2 shows the itkeeda descriptive
statistics for the variable chosen for the analysi$rom the result of
descriptive statics it is evident that except GDRdaFDI all other
variables are either negatively (LNDEBT, LNSA and AP or positively
(DEPTA, NW, NFATA, EBITSA and INCOVER) skewed. Anchost of the
variables are leptokurtic (NFATA, NW, EBITSA, DEPTand INCOVER).
Moreover, none Jarque-Bera test confirms that nofhdhe variables are
normally distributed. In this regard, we have a ayel on quantile
regression as the most appropriate tool for finditihgg determinants of

debt capital in the Indian corporate sector.
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Table 2.2 Descriptive statistics of the variables chosen for the analysis, debt structure of sample companies.

LNnDEBT | LNSA NW EBITSA NFATA DEPTA INCOVER | GDP PLR FDI
Mean 4.953411] 6.792395 2295.521] 0.198202] 0.431561] 0.044928 116.6798 3778882 11.8125 86284.9
Median 5.550864| 6.888669 533.09 0.15157] 0.383013] 0.034633] 5.302444| 3730500 11.3125 71054.5
Maximum 11.21053] 12.70999] 151541.7| 10.50044| 10.26195 1.419831 44718 5202514 14.125 190700
Minimum -4.60517| -3.21888 -744.52 -4.56386| -4.82143| -0.17857 -2740.32] 2570690 8.875 19830
Std. Dev. 2.683264) 1.818274] 7604.279] 0.357723] 0.474174) 0.065755 1065.688 859075.8] 1.718051 62016.6
Skewness -0.67934| -0.81055| 9.723289 12.7065| 8.174177 9.777308] 27.35988 0.19522| -0.01121 0.30574
Kurtosis 2.933264) 5.98259| 134.7535] 361.9236] 151.4834) 145.5338] 1011.758 1.754743] 1.705535 1.485174
Jarque-Bera 247.5005  1541.31] 2372346] 17316873 2984577| 2768393 1.37E+08| 227.7909] 224.1839] 356.9259
Probability 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
Sum 15900.45] 21803.59] 7368622 636.2277| 1385.311] 144.2191] 374542.3] 1.21E+10] 37918.13] 2.77E+08
Sum Sq. Dev. 23104.5] 10609.34] 1.86E+11] 410.6423 721.5143] 13.87493] 3.64E+09| 2.37E+15 9472.008] 1.23E+13
Observations 3210 3210 3210 3210 3210 3210 3210 3210 3210 3210
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Table 2.3 Result of quantile regression analysis of sample companies

Modd | gq05 g25 g50 gq75 gq95

Variables | Coef. Std. Er. P>t Coef. Std. Brr. t|P>] Coef. Std. Err| P>[t| Coef. Std. Err.  P>|f| Coef Std. Err.| P>t
LNSA 0.055 0.139 0.689 0.896 0.034 0.000 0.823 2.,020.000 0.794 0.0283 0.000 0.609 0.025 0.0p00
NFATA 0.010 0.077, 0.901 0.12p 0.245 0.618 0.123 08.2 0.543 0.208 0.146 0.155 0.072 0.148 0.526
EBITSA -0.026 0.253 0.918 0.135 0.324 0.676 1.270 .388| 0.001 1.707 0.239 0.000 0.845 0.230 0.po0
INCOVER -7E-05 5E-04 0.88Y -3E-03  1.1E-03 0.025 060. 5E-04| 3E-02 -5E-04 3E-04 5E-02 -5E{05 2E{04 168
FDI -6E-07| 1.7E-06 0.708 -6.8E-Q7 1.5E-p6 0.652 E10K| 6.3E-07] 0.007 2.8E-06 4.7E-07 0.000 2.4H-066E®7| 0.000
PLR 0.007 0.019 0.712 0.012 0.042 0.470 -0.p12 ]00.552] -0.037 0.015 0.016 -0.083 0.023 0.0p00
_cons -0.401 0.866 0.644 -1.8Y4 0.490 0.000 -0j1910.272| 0.482 0.823 0.270 0.002 3.951 0.398 0,000
Pseudo R2 0.0015 0.1891 0.2313 0.2655 0.2815

Model 11

NW 1E-05 4E-05] 8E-01 1E-04 1E-Q5 OE+D0 1E{04 1E-@&+00| 2E-04 2E-05 OE+0D 2E-04 2E-D5 O0E+00
EBITSA -0.001 0.028§ 0.974 0.097 0.424 0988 -0.1750.149| 0.239 -0.167 0.101 0.097 -0.158 0.143 0270
DEPTA 0.009 0.060 0.87p -3.723 0.984 0.000 -3.627 .038| 0.000] -3.02¢ 0.646 0.000 -0.4bh9 1.616 0.f77
INCOVER -6E-05 3E-04 8E-01 -2E-03 9E-04 3E-02 -1F0 4E-04| 2E-02 -5E-04 3E-04 8E-02 -4E-p5 2E{04 9H-01
GDP -2.5E-09] 1.2E-08 0.832 6.3E-07 1.0E;07 O0.00BE®7| 4.0E-03 0.000 4.9E-Q7 4.2E-P8 0.000 1.8E-073E48| 0.000
PLR 3.7E-04 0.004 0.93p 0.060 0.049 0.225 0.p041 2300 0.078 0.029 0.01y 0.086 -0.007 0.019 0.689
_cons 0.00@ 0.055 0.994 0.921 0.172  0.233 2/965 327Q. 0.000 4.3771 0.285  0.000 6.7b3 0.368 0.poo
Pseudo R2 0.0002 0.0793 0.1095 0.1573 0.2622
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2.5.1 Sample companies:

The study has used two different quantile regressiodels for the
analysis at five levels as 0.0050.25", 0.50", 0.758" and 0.9%". Table 2.3

shows the result of quantile regression analysisaxhple companies.

The result shows that none of the variables arewshg significance
at the lowest quantile 0.85for both the model. The result of the 025
low level of quantile confirms that LNSA, NW, GDPs ipositively
determines the low level of debt capital. HoweveNCOVER and DEPTA

is negatively determined the low level of debt dap.i

The median quantile, 0.50result shows that LNSA, EBITSA, NW,
GDP and FDI are directly affecting the average leoé debt capital in
Indian corporate sector. And INCOVER, DEPTA is ndgaly determining

the average level of debt capital.

However, the high level of quantile results indieatthat LNSA,
NW, FDI and GDP is positively affecting the highviel of debt capital and
INCOVER and DEPTA is negatively determine the highevel of debt

capital.

The result of the highest quantile, 0'®5hows that LNSA, NW, FDI

and GDP are positively determine the very high leekedebt capital.

PLR is showing an inconsistent result among the elodHowever,
NFATA is having a positive insignificant coefficienamong varies the

guantiles.
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Table 2.4 Result of quantile regression analysis of ag

riculture sector

Moddl | g05 g25 g50 q75 g95

Variables | Coef. Std. Err.|  P>[t| Coef] Std. Enr.  t|P>|| Coef. | Std. Err.| P>[t| Coef| Std. Erf. P>t CoefStd. Err. | P>t
LNSA 1.442 0.180 0.000 1.152 0.103 0.000 0.975 2/090.000| 0.753 0.132 0.000 0.569 0.131 0.000
NFATA -1.514 1.485 0.31( 0.119p 0.559 0.832 0.601 418,| 0.147| 0.783 0.48p 0.112 0.4p4 0.717 0.h18
EBITSA 5.671 2189 0.010 4.133 1483 0.006 3.547 374 0.011] 1.993 1.272 0.119 0.982 1.318 0.480
INCOVER | -0.120 0.024 0.000 -0.106 0.010 0.000 -9.09 0.012, 0.000 -0.077 0.043 0.000 -0.057 0.013 0000
FDI -6E-06 3E-06) 7E-02 1E-0p 2E-06 5E-D1 2E406 BE-01E-01| 5E-06 2E-06 1E-OR 7E-06 2E-p6  1E{03
PLR 0.031 0.098 0.7583 -0.083 0.040 0.186 -0.028 3m|0 0.353| -0.001 0.051 0.921 -4E-05 0.067 1.000
_cons -4.452 2.070 0.033 -2.017 0.810 0.014 -0J9470.869| 0.277| 0.562 1.363 0.680 2.437 1.193 0/043
Pseudo R2 0.6839 0.6327 0.5597 0.4947 0.412

Model 11

NW 2E-03 3E-04) OE+00 2E-0B 2E-04 OE+DO0 1E;03 3E-@E+00| 2E-03 3E-04 OE+0D 2E-03 2E-04 0OE+00
EBITSA 1.858 2.062 0.369 2.240 1486 0.121 2.834 048] 0.027] 1.643 0.75p 0.032 1.2B4 1.040 0.19
DEPTA 0.966 13.211 0.94p -0.432 8.312 0.959 2[03 .48%| 0.677] 2.81( 5.656 0.620 2.062 5.354 0.f01
INCOVER | -0.096 0.016 0.000 -0.108 0.06  0.000 -0.10 0.013, 0.000 -0.08Y 0.007 0.000 -0.083 0.008 0000
GDP 5E-07 5E-091 3E-01 2E-Q7 2E-07 3E{01 1E}07 2H-BE-01| 7E-08 1E-01 6E-001 3E-10 1E-07 1E+00
PLR 0.158 0.119 0.188 0.035 0.062 0.573 0.p60 0/04B193| 0.106 0.030 0.001 0.006 0.041 0.879
_cons -0.724 3.431 0.833 3.553 1.046 0.p01 4{056 .9320 0.000] 3.941 0.696 0.000 5.870 0.716  0.000
Pseudo R2 0.5606 0.5126 0.4923 0.4972 0.4882
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2.5.2 Agriculture sector:
The table 2.4 shows the result of quantile regresdior agriculture sector.

The result of the agriculture sector shows that ldveest level quantile 0.05
LNSA and NW is directly affecting the low level débt capital. INCOVER and FDI are

negatively affecting the lowest level of debt capit

However in case of low level of quantile 0"2Besult indicates that LNSA and

NW are positively and INCOVER is negatively inflogmg the low level of debt capital

The median quantile 0.80result shows that LNSA, EBITSA, NW and FDI are
directly affecting the average level of debt cdptad INCOVER is negatively determine

the average level of debt capital.

The result of the high level of quantile 0"78hows that LNSA, NW and FDI are
positively determine the high level of debt capitald INCOVER is negatively determine

the high level of debt capital in agriculture secto

The very high level of quantile 0.95indicates that LNSA, NW and FDI is
directly affect the very high level of debt capitadd INCOVER is negatively determine

the level of debt capital

PLR and EBITSA are showing an inconsistent resuibrag the model. However,

NFATA and DEPTA is having an insignificant among tharious quantiles
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Table 2.5 Result of quantileregression analysis of capital goods sector

Model | g05 g25 50 q75 g95

Variables | Coef. Std. Err.|  P>[t| Std. Err. Coef. Std. Err. | P>[t] Coef.| Std. Em. P>t CoefStd. Err. | P>[t]
LNSA 0.053 0.281] 0.851 0.145 0.026 0.654 D/130.000| 0.769 0.05Y 0.00 0.608 0.080  0.p00
NFATA 1.806 1.849] 0.329 0.874 0.000 2.099 757 0.007| 1.749 0.462 0.0 2.580 0.826  0.po2
EBITSA 0.588 4.329 0.892 1.183 0.025 .y44 152] 0.131] 2.471 0.829  0.0d 1.316 0.900 0.145
INCOVER | -0.005 0.006 0.358 0.0p6 0.424 .p0 0.006| 0.642 -0.00 0.003 0.7 -0.Jo1 0.002  0/627
FDI -2E-06 5E-06| 8E-01 4E-06 D3 107 OfE- 9E-01| 2E-06 1E-06 2E-0 4E-06 2E-p6 1E{01
PLR -0.064 0.158 0.68p 0.122 0.185 .p88 19|1 0.442| -0.059 0.048 0.21 -0.086 0.066 0.191
_cons -0.194 3.249 0.95 1.532 074 167 .4851 0.910] 0.088§ 0.688 0.8¢ 2.0p9 0.935 .p31
Pseudo R2 0.0513 0.13 0.1204 0.204 0.3182

Model 11

NW 3E-04 3E-03] 9E-01 2E-04 D2 104 2B-02E-01| 6E-04 2E-04 1E-O 7E-04 8E-05 OE+00
EBITSA 0.066 2.464 0.979 2.314 0.661 891 .6071| 0.808 -0.593 0.51 0.25 -0.201 0.617 B37
DEPTA 2.453 5.284 0.648 9.768 0.915 .b04 57®| 0.703] -8.241 5.36 0.17 0.541 4.709 .p09
INCOVER | -0.007 0.005 0.168 0.0p5 0.783 .p0 0.005| 0.680 -0.00 0.00 0.7 -0.Jo1 0.002 482
GDP -4E-08 5E-07 9E-01 3E-07 3E{03 07 03E- 7E-01| 6E-08 1E-0Y 7E-0 2E-07 7E-08 5E{03
PLR -0.010 0.121 0.931 0.187 0.969 143 381 0.300] -0.044 0.05 0.41 0.1p0 0.044 .p23
_cons 0.184 2.758 0.946 2.579 .p78 347 8331. 0.004] 5.866 1.08 0.0d 4.238 0.583 .00
Pseudo R2 0.0318 0.0664 0.0514 0.1126 0.2743
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2.5.3 Capital goods sector:

The table 2.5 shows the result of quantile regressior the capital goods

sector.

At the lowest quantile 0 none of the variables are showing
significant for the both the models. The resultlaw level of quantile 0.2%
shows that LNSA, NFATA, NW are positively determirtbe level of debt
capital and FDI and GDP is negatively determine tloev level of debt

capital.

The median quantile, 0.50result shows that the average level of debt
capital is directly relate to LNSA and NFATA otheariables are not showing

significance.

Quantile, 0.78' result indicates that high level of debt capita i
positively determined by LNSA, NFATA and NW otheranables don’t have

any impact.

The highest level of quantile, 0.95shows that variables LNSA,
NFATA, NW and GDP are directly affect high level afebt capital. Other

variable has no significant impact.

The variables EBIT and PLR have inconsistent resuntong the models

and DEPTA is not showing significant result amomng tquantiles.
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Table 2.6 Result of quantile regression analysis of chemical and petrochemicals sector

Model | g05 g25 g50 gq75 gq95

Variables | Coef. Std. Err]  P>[t| Coef. Std. Efr.  t|P>| Coef. Std. Err.| P>[t| Coef. Std. Efr. P>t Coefl Std. Err. | P>|t|
LNSA 1.771 0.468 0.000 0.966 0.256 0.000 0.837 4,300.007 0.857 0.205 0.000 0.5Y2 0.276 0.p40
NFATA 1.212 1.379] 0.381 1.17p 0.729 0.111 0.176 70.8 0.840| -0.109 0.640 0.865 -0.940 0.724 0.197
EBITSA 8.415 2.900 0.005 4.020 1572 0.012 3.560 724| 0.042 0.01§ 1.278  0.989 0.4b7 1171 0.697
INCOVER | -0.076 0.025 0.002 -0.082 0.007 0.003 -0.p5 0.018] 0.008§ -0.014 0.022 0.508 -0.011 0.019 0J564
FDI 2E-08 3E-06] 1E+00 -2E-0p 3E-06 4E-p1  -2E;07 08E- 9E-01| -5E-07 2E-06 B8E-01  -6E-07 2E-06 8E;01
PLR -0.178 0.133 0.183 -0.028 0.0y3 0.699 -0.091 08®] 0.273] -0.024 0.055 0.634 0.0B3 0.064 0.p10
_cons -7.206 3.885 0.086 -1.792 1.922 0.354 0/698 .3752 0.769 0.921 1.808 0.611 3.061 2.264 0479
Pseudo R2 0.6035 0.4494 0.2906 0.235 0.3672

Model 11

NW 7E-04 2E-04] 3E-07 6E-0¢ 2E-04 3E-P3  7E{04 2E-ME+00 5E-04 2E-04 1E-0B 2E-04 2E-p4 2E401
EBITSA 6.935 2.67§ 0.011 4.190 1.8Y5 0.028 -0.058 .483| 0.969] -0.009 0.944 0.992 0.194 1.061 0.B56
DEPTA -30.146 20.391 0.14p -0.516 7566 0.946 2484 4538 0.28§ -12.346 5.685 0.081 -26.915 8.1137 010|0
INCOVER | -0.055 0.022 0.012 -0.0641 0.006 0.000 -B.p3 0.018] 0.057 -0.01y 0.016 0.290 -0.014 0.012 04230
GDP -3E-07 4E-07 5E-01 1E-O07 1E-07 5E{01 1E}08 TE-09E-01| -7E-09 1E-07T 1E+00 -1E-Q7 1E-p7 2Ei01
PLR -0.269 0.215 0.212 -0.083 0.086 0.537 0.013 68|0 0.847] -0.067 0.06L 0.2791  -0.022 0.060 0.y13
_cons 8.784 3.778 0.022 5.058 1.290 0.p00 5/583 8430. 0.000 7.558 0.912  0.000 8.987 1.174 0.p00
Pseudo R2 0.5763 0.4419 0.3438 0.2899 0.4027
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2.5.4 Chemical & petrochemical sector:

The table 2.6 shows the result of quantile regres analysis of

chemical & petrochemical sector.

The very low level of debt capital, quantile 8'.5s directly determined

by LNSA, EBITSA and NW and inversely determined BYCOVER.

The low level of quantile 0.28 result also shows that LNSA, EBITSA
and NW positively and INCOVER is negatively detemaithe low level of

debt capital.

The median quantile, 0.50result shows that LNSA and NW positively
determine the average level of debt capital and OMER is negatively

determine the average level of debt capital.

The high level of quantile, 0.75 result shows that LNSA and NW

positively and DEPTA is negatively determine thahilevel of debt capital.

The very high level of debt capital, quantile 0'®5s positively

determined by LNSA and negatively by DEPTA.

Other variables are not showing significant impact the level of debt

capital
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Table 2.7 Result of quantile regression analysis of consumer durable sector

Model | g05 g25 50 gq95

Variables Std. Er.  P>[t| Coef. Std. Brr. Std. Err. | P>t r. P>t Std. Err. | P>[t|
LNSA 0.311] 0.071 0.704 0.173 q27 4,310.023 p  0.617 0.314 0.
NFATA 2.100, 0.377 -0.820 0.472 21 0.639| 0.203 3  0.283 1.603 0.
EBITSA 5.269 0.584 2.536 3.963 167 794 0.609 D 0943 6.201 0.
INCOVER 0.091 0.006 -0.133 0.053 Q1 0.036] 0.002 5 0.021 0.050 O
FDI 4E-06| 9E-01 -3E-0b 2E-06 -068e 8E-01 1E-01 8E-P6 7Et
PLR 0.131 0.244 0.093 0.057 .p46 $]080.588 0.608 0.147 0.
_cons 2225 0.917 -0.125 1.336 496 2792. 0.513 0.106 2.726 0.
Pseudo R2 0.6335 0.465 0.6568 0.3712

Model 11

NW 1E-04| OE+0( 6E-04 8E-05 7E-GEE+00 OE+0D 1E-04 2E;
EBITSA 4127 0.762 -0.413 3.720 511 3.241| 0.85] 0.785 3.582 0,
DEPTA 5.317 0.00p -19.830 4.837 4.325| 0.00d 0.0p2 7.384003,
INCOVER 0.053 0.019 -0.084 0.040 .p7 0.031] 0.024 0.109 0.023 0
GDP 3E-07 9E-01 7E-08 2E-07 07 2H-08E-02 4E-01L 3E-p7 7E
PLR 0.149 0.00 0.122 0.082 147 0]060.019 0.451 0.087 0.868
_cons 1.464 0.593 4.111 0.907 268 .7110 0.000 0.000 1495 0.
Pseudo R2 0.6832 0.5347 0.538 0.6364
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2.5.5 Consumer durables sector:

The table 2.7 shows the result of quantile regr@ssanalysis of the

consumer durables sector.

The result of lowest quantile 0.85shows that LNSA and NW are
directly and INCOVER and DEPTA is inversely affergi the very low level

of debt capital.

The quantile, 0.2% result confirms that LNSA and NW positively
determine the low level of debt capital and NFATBEPTA and INCOVER

are negatively determine the low level of debt dapi

The median quantile 0.%5D result shows that LNSA, NW and GDP
positively determine the average level of debt t¢apiand INCOVER and

DEPTA is negatively determine the level of debt tap

The quantile 0.7% result shows that the high level of debt capital i

directly affected by NW and inversely affected b¥PTA.

The quantile 0.9% also show the same result as quantile ' 7HW is
directly affecting the very high level of debt capli and DEPTA is inversely

affecting the very high level of debt capital.

EBITSA, FDI doesn’t have any significant impact ome various levels

of debt capital. PLR is not showing consistent désamong the models
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Table 2.8 Result of quantileregression analysisof diversified sector

Model | g05 g25 50 q75 g95

Variables | Coef. Std. Err. P>|t| Coefl. ~ Std. Eqr.  t|P>]|| Coef. | Std. Err. | P>t Coef| Std. Err. P>|t CoefStd. Err. | P>Jt|
LNSA 0.720 0.327 0.031 0.720 0.327 0.031 0.646 ®,/140.000{ 0.555 0.089 0.000 0.487 0.232  0.039
NFATA -0.321 0.453] 0.480 -0.10p 0.348 0.769 -0.223 0.293]| 0.450 -0.240 0.201 0.236 -0.358 0.458 0437
EBITSA 3.363 0.733 0.000 2.602 0.6Y3 0.000 2.627 61®] 0.000] 2.064 0.413 0.000 1.7p8 1.863 0.B38
INCOVER | -0.046 0.015 0.002 -0.037 0.018 0.143 -8.p1 0.014] 0.20§ -0.018 0.009 0.059 -0.011 0.015 04480
FDI 3E-06 4E-06| 4E-01 7E-0B 3E-Q6 3E-02 5E406 2E-08E-02| 8E-06 2E-06 OE+0D 8E-06 5E-p6 1E-;01
PLR 0.071 0.134 0.60p 0.015 0.130 0.909 -0.p49 (0/100.623| 0.034 0.061 0.582 0.062 0.079 0.436
_cons -1.314 3.06f 0.670 0.652 2.378 0.y85 1]620 7911. 0.369] 1.607 0.972 0.102 2.1p6 1.711  0.p10
Pseudo R2 0.6482 0.534 0.5136 0.5438 0.4653

Model 11

NW 1E-04 4E-04| 8E-01 6E-04 2E-Q4 OE+D0 6E104 2E-03E+00| 2E-04 1E-04 1E-O1 1E-04 9E-05 2E4{01
EBITSA 2.720 0.880 0.008 2.410 0.3y4 0.000 1.689 480 0.001] 0.205% 0426 0.631 0.1B3 0.348 0.p01
DEPTA -5.937 2.019 0.004 -3.189 2.805 0.259 -1.p64 2.041| 0.538 -2.17 2.709 0.426 -2.305 2.566 0372
INCOVER | -0.022 0.014 0.17p -0.018 0.011 0.104 -6.p1 0.008] 0.059 -0.019 0.011 0.082 -0.910 0.011 04358
GDP 6E-08 5E-07 9E-01 1E-Q7 2E-07 6E{01 2E{07 2H-03E-01| 6E-07 2E-07 1E-0B 9E-07 1E-07 OE+00
PLR 0.130 0.154 0.40F -0.013 0.1p8 0.904 0.p55 70/100.606| 0.141 0.089 0.118 0.120 0.075 0.113
_cons 2.697 2.028 0.188 4.2p7 1231 0.001 3|562 2251. 0.005] 2.864 0.971 0.004 2.4p4 0.814 0.p03
Pseudo R2 0.652 0.5439 0.4735 0.47 0.4602
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2.5.6 Diversified sector:
The table 2.8 shows the result of quantile regressianalysis of

Diversified sector.

The lowest quantile 0.0% result shows that LNSA and EBITSA
directly affecting the lowest level of debt capitaMoreover, DEPTA is

inversely affecting the lowest level of debt capita

The low level quantile 0.2% result confirms that LNSA, EBITSA and

FDI are directly determining the low level of debapital.

The median quantile, 0.50result shows that LNSA, EBITSA, NW and

FDI are positively determine the average level ebdcapital

The quantile 0.7% result shows that high level of debt capital is
directly determined by LNSA, FDI and GDP. LikewisdCOVER is inversely

affecting the high level of debt capital.

The quantile 0.9% result shows that very high level of debt capitsl

directly relates to LNSA and GDP.

NFATA is having negative insignificant coefficientamong the

guantiles. And PLR is having inconsistent resultoanrg the model.

112 | Page



Table 2.9 Result of quantile regression analysisof FMCG sector

Model | g05 g25 g50 gq75 gq95

Variables | Coef. Std. Err.| P>t Coef. Std. Efr. t|P>| Coef. Std. Err.| P>[t| Coef. Std. Err. P>t CoefStd. Err. | P>t
LNSA 0.559 0.187 0.003 0.912 0.106 0.000 1.033 ®,090.000] 0.793 0.083 0.000 0.788 0.128  0.000
NFATA -2.425 1.357] 0.07% -3.44b 0.682 0.000 -3.520 0.903| 0.000 -2.029 0.386 0.000 -1.365 0.598 0/024
EBITSA -5.607 3.409 0.102 -11.038 2.2P1 0.000 -896 1.712| 0.001] -1.588 1.084 0.144 -1.623 1.632 0J321
INCOVER | -3E-05 6E-03 6E-01 -3E-04 8E-05 OE+00 -3Et0 9E-05| OE+0Q -5E-04 1E-04 OE+00 -4E-p4 7E{05 OEf00
FDI -8E-06 4E-06| 6E-02 1E-0p 3E-06 7E-01 -4E{06 (BE- 2E-01| 2E-0§ 2E-06 3E-01 5E-06 3E-06 4E;02
PLR 0.118 0.124 0.352 0.013 0.1p4 0.902 -0.p40 8|110.736] -0.011 0.074 0.884 0.116 0.75 0.123
_cons -2.498 1.881 0.186 -0.849 1.394 0.543 0410 .439] 0.776] 1.12¢ 0.956 0.240 -0.0p6 1463 0.997
Pseudo R2 0.0999 0.3206 0.2967 0.2835 0.341

Model 11

NW 3E-04 1E-04] 8E-03 3E-04 2E-04 6E-p2 2E{04 2E-0BE-01| 4E-04 2E-04 9E-02 1E-04 3E-04 8E{01
EBITSA -0.911 4.082 0.824 -9.593 3.880 0.013 -3.5681 4.121| 0.386 -3.502 2.130 0.102 -0.425 2.146 0/843
DEPTA -1.801 5477 0.748 -5.236 4518 0.248 -9.586 2.670| 0.000 -7.051 1.891 0.000 -3.194 2.282 0/163
INCOVER | -1E-05 6E-03 8E-01 -3E-04 1E-04 1E-D2 -4£i0 9E-05| OE+0Q -5E-04 7E-05 OE+00 -5E-p4 7E{05 OE{00
GDP -2E-07 4E-07 7E-01 4E-Q7 4E-07 3E{01 5E}07 2H-05E-03| 5E-07 1E-07 OE+00 8E-07 4E-07  3E;02
PLR 0.108 0.174 0.534 0.112 0.147 0.447 -0.126 2|150.407| 0.100 0.069 0.150 0.066 0.111 0.553
_cons -0.694 2.291 0.762 0.748 2.304 0.y46  4/780 .0022 0.018  3.223 0.929 0.001 3.274 1.364 0.017
Pseudo R2 0.0323 0.1706 0.1727 0.1808 0.2177
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2.5.7 FMCG sector:

The table 2.9 shows the result of quantile regressanalysis of the

FMCG sector.

The lowest quantile 0.0% result shows that LNSA, NW and FDI are
directly affecting the lowest level of debt capitélnd NFATA is inversely

affecting the lowest level of debt capital.

The low level quantile 0.2% result confirms that LNSA and NW are
directly determining the low level of debt capitddlowever EBITSA, DEPTA

and INCOVER are inversely affecting the low levdldebt capital.

The median quantile, 0.50 result shows that LNSA and FDI are
positively determine the average level of debt ¢abiAnd NFATA, DEPTA

and INCOVER are negatively determining the averdaeel of debt capital.

The quantile 0.7% result shows that high level of debt capital is
directly determined by LNSA, NW and GDP. LikewiseFATA, INCOVER,

and DEPTA are inversely affecting the high levelddbt capital.

The quantile 0.9% result shows that very high level of debt capitsl
positively relates to LNSA, FDI and GDP and nega&lyw relates to

INCOVER.

PLR is having inconsistent result among the model.
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Table 2.10 Result of quantileregression analysis of healthcare sector

Model | gq05 g25 g50 q75 g95

Variables | Coef. Std. Err| P>t Coef. Std. Efr.  t|P>| Coef. Std. Err. | P>[t| Coef. Std. Erf. P>t Coegf Std. Err. | P>Jt|
LNSA 0.081 0.389 0.83%5 0.811 0.409 0.049 0.863 ®,110.000] 0.874 0.078 0.000 0.702 0.118 0.p00
NFATA 1.172 0.373  0.002 0.258 0.409 0.5P9 -0.363 108, 0.001] -0.628 0.089 0.000 -0.4p2 0.169 0.po8s
EBITSA -2.332 1.829 0.208 0.228 1.795 0.899 -0.023 0.932| 0.981] -0.119 0.650 0.8%4 -0.181 0.472 0J702
INCOVER | -2E-03 2E-03 3E-01 -5E-03 2E-03 3E-P2 -ZE;0 2E-03| 1E-01] -1E-03 4E-04 OE+Q0 -1E-P3 1E{04 OE{00
FDI -7E-07 4E-06| 9E-01 1E-0p 6E-06 8E-D1  2E{06 BELBE-01| 3E-06 1E-06 4E-0B 4E-06 2E-p6  2Ei02
PLR 0.265 0.113 0.02p 0.185 0.193 0.338 0.020 0/048686| 0.052 0.045 0.252 0.038 0.047 0.425
_cons -2.624 2.860 0.360 -3.787 2.526 0.140 -0j418 0.860| 0.627 -0.178 0611 0.771 1.774 0.957  0J065
Pseudo R2 0.1315 0.1641 0.2207 0.2514 0.2838

Model 11

NW 2E-04 3E-04] 7E-01 7E-04 3E-04 2E-p2 5E{04 2EL®E-03| 4E-04 2E-04 2E-0P 3E-04 1E-04 4E{02
EBITSA -2.408 171§ 0.162 -0.5Q7 1394 0.716 -0.586 1.201| 0.626 -0.524 1.019 0.607 -0.465 0.646 04472
DEPTA 8.763 2.977 0.004 -1.857 2.815 0.510 -4.y53 .95a| 0.015] -4.131 1956 0.036 -2.495 1484 0.094
INCOVER | -2E-03 2E-03 4E-01 -5E-03 3E-03 7E-p2 -2ZFi0 2E-03| 1E-01] -1E-03 8E-04 7E-02 -1E-P3 3E:04 OE#+00
GDP -3E-09 3E-00 1E+00 1E-Q7 4E-07 8E{01 7E07 2B-0E-03| 5E-07 2E-01 6E-08 5E-07 1E-p7 OE+00
PLR 0.267 0.104 0.011 0.099 0.164 0.547 0.123 0j0@1047| 0.077 0.056 0.169 0.139 0.040 0.001
_cons -2.316 1.722 0.180 1.898 2.285 0.407 1/366 .1861 0.251] 3.56% 0.968 0.000 3.614 0.712  0.p00
Pseudo R2 0.1235 0.1633 0.1864 0.1836 0.2433
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2.5.8 Healthcare sector:

The table 2.10 shows the result of quantile regr@ssanalysis of the

healthcare sector.

The quantile, 0.5 very low level of debt capital is directly determeid

by NFATA, DEPTA and PLR.

The low level of quantile 0.28 result also shows that LNSA, and NW
positively and INCOVER is negatively determine tHew level of debt

capital.

The median quantile, 0.50 result shows that LNSA, GDP and NW
positively determine the average level of debt ¢apiNFATA and DEPTA are

negatively determining the average level of debpital.

The high level of quantile, 0.75result shows that LNSA, NW, FDI
and GDP are positively and DEPTA, NFATA and INCOVER negatively

determine the high level of debt capital.

The very high level of debt capital, quantile 0'®5s positively
determined by LNSA, NW, FDI and GDP. Negativelyfedted by DEPTA,

NFATA, INCOVER

EBITSA is having a negative insignificant coefficie among the

guantiles.
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Table 2.11 Result of quantile regression analysis of housing related sector

Model | g05 g25 50 q75 g95

Variables | Coef. Std. Err.|  P>[t| Coef.  Std. Efr. t[P>|| Coef. | Std. Err.| P>|t] Coef| Std. Erf. P>|t CoefStd. Err. | P>|t|
LNSA 1.322 0.228 0.000 0.800 0.095 0.000 0.845 0)040.000] 0.749 0.07y 0.000 0.691 0.077 0.000
NFATA -0.133 0.771 0.863 0.39%4 0.297 0.185 0.326 168, 0.050] -0.127% 0.241  0.599 -1.345 0.436  0.p02
EBITSA 0.277 1.610 0.868 1.441 0.6Y7 0.034 1.882 41®) 0.000] 1.267 0.506 0.013 0.4B3 0.568 0.447
INCOVER | -0.023 0.02§ 0.414 -0.0Q9 0.0011 0426 -6.00 0.005] 0.213 -0.00% 0.003 0.115 -0.002 0.003 0524
FDI -8E-06 8E-06| 3E-01 2E-0p 2E-06 2E-01 1E{06 BE-04E-01| 2E-06 1E-06 2E-01 2E-06 2E-p6 5E:01
PLR 0.039 0.1732 0.819 -0.006 0.088 0.868 -0.048 2®|0 0.081] -0.066 0.030 0.027 -0.111 0.057 0.p54
_cons -4.096 2.082 0.050 -0.2p1 0.681 0.y68 0J/509 .445) 0.253] 2.074 0.714 0.004 4.548 0.934 0.p00
Pseudo R2 0.4309 0.5278 0.5115 0.4548 0.4433

Model 11

NW 5E-04 2E-04] 4E-03 2E-04 4E-05 OE+D0 3E{04 5E-08E+00| 4E-04 1E-04 OE+0D 5E-04 2E-D4 1E403
EBITSA 0.563 0.692 0.41y 0.343 0.593 0.563 -0.498 .498| 0.313 -0.141 0.579 0.807 1.3p8 0.783 0.096
DEPTA 16.195 7.239 0.026 6.335 4640 0.173 6.665 86@] 0.086] 5.147% 4.165 0.217 -0.9p0 2.864 0.f26
INCOVER | -0.009 0.013 0.45f -0.011 0.0p6 0.058 -0.00 0.003] 0.045 -0.008 0.003 0.292 -0.9o4 0.002 0Jo68
GDP 1E-06 7E-07 2E-01 1E-06 1E-07 OEH00 8E07 1E-@E+00| 4E-07 2E-07 8E-0B 3E-08 8E-08 7Ei01
PLR -0.244 0.297 04183 0.133 0.080 0.096 0.p97 4{030.005| 0.035 0.058 0.506 -0.010 0.032 0.y48
_cons -0.051 3.836 0.989 -2.028 1282 0.115 1654 0.662| 0.013 4.23% 1110 0.000 6.847 0.620 0.000
Pseudo R2 0.1859 0.2347 0.2412 0.2451 0.3445

117 | Page



2.5.9 Housing related sector

The table 2.11 shows the result of quantile regm@ssanalysis of the

housing related sector.

The quantile, 0.5 very low level of debt capital is directly deternmeid

by LNSA, DEPTA and NW.

The quantile 0.2% result also shows that LNSA, GDP and NW

positively and determine the low level of debt ciapi

The median quantile, 0.50result shows that LNSA, NFATA, DEPTA,

GDP and NW positively determine the average leviedebt capital.

The high level of quantile, 0.75 result shows that LNSA, NW and

GDP are positively determine the high level of delbpital.

The very high level of debt capital, quantile 0'®5s positively

determined by LNSA and NW and negatively affectedNbFATA.

EBITSA is having a positive insignificant coeffiaie among the

guantiles.
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Table 2.12 Result of quantileregression analysis of infor mation technology sector

Model | g05 25 g50 q75 gq95

Variables Coef. Std. Err.| P>t Coef| Std. Efr.  t|P>] Coef. Std. Err.| P>|t| Coef. Std. Efr.  P>[f| CoefStd. Err. | P>[t]
LNSA 0.262 0.166 0.11% 0.065 0.1%4 0.674 0.525 ®.110.000 0.464 0.133 0.001  0.469 0.076  0.000
NFATA 0.713 1.012) 0.482 -0.307 1274 0.810 -1.458 .482| 0.326] -0.993 1510 0511 0.742 1.272 0561
EBITSA 0.845 0.804 0.294 0.481 1.187 0.673 0.830 95®] 0.729 0.414 1100 0.708 1.956 1.068 0.p68
INCOVER | -2E-04 2E-04 5E-01 -4E-04 4E-04 4E-D1  -3E;0 6E-04| 7E-01] -1E-05% 5E-04 1E+00 -7E-DP5 4E{04 9H-01
FDI -2E-06 3E-06| 4E-01 1E-0b 7E-06 4E-D2 1E405 BE-01E-02 1E-05 4E-06 OE+00 1E-05 4E-D6 OE+00
PLR -0.119 0.112 0.290 0.019 0.208 0.928 -0.180 131 0.113] -0.18% 0.12y 0.147 -0.048 0.098 0.p24
_cons -1.015 1.708 0.552 -0.886 2.241 0.693 1)414 .3561 0.298 2.88( 1.748 0.101 1.8{10 1.618 0.265
Pseudo R2 0.0732 0.0277 0.1649 0.1849 0.3038

Model 11

NW 2E-05 1E-04] 8E-01 -4E-0p 2E-04 8E-p1 6E105 2E-04E-01 1E-04] 1E-04 1E-01 2E-04 8E-05 3E{02
EBITSA 0.674 0.51 0.198 0.572 1.248 0.647 0.180 257] 0.886 0.031 0431 0943 2.0B1 1.042 0.p52
DEPTA -9.333 5.731 0.10p -4.859 6.843 0.478 -15.3287.993| 0.056 -13.029 4.364 0.003 -6.068 4.476  0J177
INCOVER | -5E-05 4E-04 9E-01 -7E-05 6E-04 9EP1 -3E/0 6E-04| 6E-01 -1E-0% 6E-04 1E+00 -8E-DP5 5E{04 9H-01
GDP 2E-07 2E-01 3E-0L 5E-07 5E-07 4E{01 2Er06 3B-0E+00| 9E-07 2E-07 OE+00 8E-Q7 2E-07 OE+00
PLR 0.031 0.119 0.778  0.028 0.2p0 0.887 0.p69 0/138611| -0.022 0.078 0.775 0.019 0.083 0.822
_cons -1.593 1442 0.270 -1.485 2.329 0524  -2/9622.137| 0.167 1.881 1.029 0.069 2.226 1.258 0/078
Pseudo R2 0.0699 0.0155 0.1283 0.1803 0.2988
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2.5.10 Information technology:

The table 2.12 shows the result of quantile regr@ssanalysis of the

information technology sector.

The result shows that none of the variables arenshg significance at
the lowest quantile 0.0% for both the model. The result of the 0"23ow
level of quantile confirms that FDI is positivelyetermines the level of debt

capital. However, other variables are not showimy &ind of significance.

The median quantile, 0.50result shows that LNSA, GDP and FDI are
directly affecting the average level of debt capitand DEPTA is negatively

determining the average level of debt capital.

However, the high level of quantile, 0.75results also indicates that
LNSA, GDP and FDI are directly affecting the higavel of debt capital. And

DEPTA is negatively determining the high level okt capital.

The result of the highest quantile, 0'®%hows that LNSA, EBITSA,
NW, FDI and GDP are positively determine the verigtl level of debt

capital.

PLR is showing an inconsistent result among the elodHowever,
NFATA is having a positive insignificant coefficienamong varies the

guantiles.
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Table 2.13 Result of quantileregression analysis of media and publishing sector

Model | g05 g25 g50 gq75 q95

Variables | Coef. Std. Err.| P>t Coef. Std. Efr. t|P>| Coef. Std. Err.| P>[t| Coef| Std.Erf.  P>[f| CoefStd. Err. | P>|t|
LNSA -1.250 1.2221 0.310 0.483 0.390 0.220 0.561 18,2 0.012| 0.613 0.230 0.010 0.079 0.445 0.860
NFATA -7.932 4.825 0.105 -2.213 1.861 0.239 -1.425 1.363| 0.300 -2.036 0.922 0.031 -4.286 1.670 0,013
EBITSA 0.749 2.769 0.788 0.709 1.383 0.610 0.801 76®) 0.695 0.374 1.000 0.712 -0.4B1 1.491 0.f73
INCOVER -0.002 0.013 0.889¢ -0.008 0.012 0.514 -8.00 0.006| 0.18§ -0.009 0.004 0.042 -0.010 0.001  0J000
FDI 2E-05 2E-05 3E-01 -7E-0f 6E-06 9E-01 4E407 4HE-ME-01| 5E-06 4E-06 2E-0L 1E-05 4E-D6  2E103
PLR -0.021 0.449 0.963 0.083 0.250 0.7139 0.155 8{14.300| 0.061 0.143 0.672 -0.103 0.167 0.537
_cons 7.960 7.300 0.280 0.760 3.164 0.811 -0j156 2352. 0.945] 1.387% 2448 0573 7.5p2 4.043 0.066
Pseudo R2 0.1013 0.3521 0.3386 0.3681 0.3566

Model |1

NW -1E-03 9E-04] 9E-02 -8E-0b 6E-04 9E-01 5E{04 4E-®E-01| 3E-04 2E-04 2E-01 2E-04 2E-D4 3E;01
EBITSA 0.834 1.887 0.660 0.876 1.756 0.620 0.642 362) 0.639] 0.92§ 1.038 0.373 0.985 0.695 0.161
DEPTA -50.082 14.864 0.001 -23.631 17.307 0.177 .989® 11.089 0.131 -2.969 9.828 0.764 -5.%67 5.719.334)
INCOVER -0.007 0.011 0.525 -0.0Q7 0.010 0.477 -8.00 0.007| 0.301 -0.009 0.006 0.121 -0.010 0.006 0J106
GDP 8E-07 6E-07 2E-01 9E-Q7 5E-07 1E{01 1E}06 5E-6E-02| 7E-07 4E-07 6E-0Rp 1E-06 2E-07 OE+00
PLR 0.491 0.301 0.108 0.138 0.166 0.410 0.086 0/18%20| 0.022 0.162 0.892 0.065 0.109 0.553
_cons -4.184 448y 0.355 -0.729 2.166 0.y37 0]196 2.457| 0.937] 2.266 2501 0.368 0.801 1.222 0515
Pseudo R2 0.3158 0.3866 0.3236 0.3308 0.4147
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2.5.11 Media & publishing sector:

The table 2.13 shows the result of quantile rsgren analysis of the

media and publishing sector.

The result shows that at the lowest quantile 8'08W and DEPTA are

inversely relates to the very low level of debt dap.

The result of the 0.25low level of quantile confirms that variables

are not showing any kind of significance for botiretmodel.

The median quantile, 0.50 result shows that LNSA and GDP are

directly affecting the average level of debt capita

The high level of quantile, 0.75results indicates that LNSA and GDP
are directly affecting the high level of debt cagliin Indian corporate sector.

And NFATA is negatively determining the high levet debt capital.

The result of the highest quantile, 0'9%hows that FDI and GDP are
positively determine the very high level of debtpctal. NFATA is negatively

determine the very high level of debt capital

INCOVER and EBITSA not showing any kind of signiéicce for the

entire quantiles and PLR are result are inconsistanong the models.
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Table 2.14 Result of quantileregression analysis of metal, metal products and mining sector

Model | g05 g25 g50 q75 gq95

Variables | Coef. Std. Err] P>t Coefl, ~ Std. Hrr. t|P>| Coef. | Std. Err.| P>[t| Coef. Std. Erm. P>|t| Coef Std. Err. P>|t|
LNSA 0.676 0.253 0.008 1.171 0.064 0.000 0.907 ®.,040.000 0.915 0.04Y  0.000 0.882 0.082  0.000
NFATA 1.819 1516 0.231 0.491 0.485 0.313 0.724 60D.3 0.046 0.651 0.34p  0.063 0.079 0.744  0.915
EBITSA -10.280 2.354 0.000 -9.842 1.747 0.000 -2.18 1.093| 0.04 -0.446 0.516 0.388 0.go1 1.037  0{999
INCOVER | -0.004 0.006 0.512 -0.0Q7 0.005 0.103 -8.00 0.005| 0.127 -0.002 0.004 0.704 0.go1 0.003  0J819
FDI 3E-06 8E-06| 7E-01 -8E-Of 3E-06 8E-p1 3E4{06 BE-04E-02| 2E-06 8E-07 2E-02 8E-07 3E-06 8Ei01
PLR 0.377 0.257 0.144 0.010 0.067 0.884 -0.029 1{04.518| -0.020 0.032 0.536 -0.048 0.059 0.418
_cons -5.627 3.35Y 0.095 -1.646 0.943 0.082 0J197 .585) 0.736 0.166 0.428 0.696 1.7[72 0.984 0.073
Pseudo R2 0.275 0.3895 0.3685 0.4036 0.4145

Model |1

NW 1E-04 2E-04] 4E-01 1E-04 2E-Q5 OE+D0 1Ei04 2E-Q&+00| 1E-04 2E-03 OE+0D 1E-04 3E-p5 OE+00
EBITSA -9.352 2.703 0.001 -8.159 1.491 0.000 -5.4941.933| 0.005 -2.713 1561 0.083 -1.767 1.198 0/142
DEPTA 7.636 28.192 0.78f 48.173 15.873 0.003 33|3199.000| 0.000 31.366 8.134 0.0p0 31.460 9.080 0j001
INCOVER | -7E-03 6E-03 3E-01 -8E-03 3E-03 8E-p3 -5Fi0 3E-03| 1E-01] 2E-05 3E-08 1E+00 6E-D4 2E03  7H-01
GDP 3E-07 8E-01 7E-O1L 1E-06 3E-07 5E+{03 6E}07 2B-QFE-03| 4E-07 2E-07 3E-0p 4E-Q7 3E-p7 1E{01
PLR 0.445 0.373 0.234 0.204 0.096 0.034 0.144 0]07r063 0.081 0.061 0.190 -0.118 0.0905 0.217
_cons -2.786 4885 0.569 -1.183 1.889 0.532 1/9091.393| 0.172 3.809 1.583 0.017 7.052 1.440 0,000
Pseudo R2 0.1733 0.2709 0.2216 0.2252 0.2425
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2.5.12 Metal, metal products and mining sector:

The table 2.14 shows the result of quantile regres analysis of the

metal, metal products and mining sector.

The quantile, 0.5 very low level of debt capital is directly relatés

LNSA and inversely relates to DEPTA

The quantile 0.2% result also shows that LNSA, DEPTA, GDP and NW
positively determine the low level of debt capitaEkBITSA is negatively

determining the low level of debt capital.

The median quantile, 0.50result shows that LNSA, NFATA, DEPTA,
GDP, FDI and NW positively determine the averageeleof debt capital. And

EBITSA is negatively determine the average leveldebt capital

The high level of quantile, 0.75result shows that LNSA, NFATA, NW,

DEPTA, FDI and GDP are positively determine the thigvel of debt capital.

The very high level of debt capital, quantile 0'®5s positively

determined by LNSA, DEPTA and NW.
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Table 2.15 Result of quantile regression analysis of miscellaneous sector

Modd |

q05

q75

q95

Variables

Coef.

Std. Err

Std. Err.

fStd. Err.

LNSA

1.373

0.337

0.10]

o

0.114

NFATA

3.660

1.098

0.67

1.333

EBITSA

7.268

3.132

1.11

1.520

INCOVER

-0.119

0.040

NEIBEaRL

0.00

0.008

FDI

3E-07

8E-06

2E-06

PLR

-0.082

0.243

0.048

~

_cons

-6.684

3.596

1.121

Pseudo R2

0.4306

0.537

Model 11

NW

2E-03

8E-04

3E-04

o

3E-D4

EBITSA

5.244

2.747

1.85

3.238

DEPTA

5.438

9.015

11.310

INCOVER

-0.078

0.053

l

2
11.028
0.011

0.008

GDP

1E-06

7E-071

2E-07

o

2E-07

PLR

0.690

0.264

0.089

N

0.099

_cons

-11.467

4.976

1.025

1.537

Pseudo R2

0.3425

g25
P>|t| Coef. Std. Ejr.
0.000 1.152
0.001 2.042
0.022 6.828
0.004  -0.085
1E+0( 3E-0p
0.73p 0.077
0.066  -5.5b5
0.5514
2E-012 1E-0B
0.059 4.083
0.548 -17.575
0.140  -0.073 .
1E-0L 1E-Q7 4E-
0.010 0.110
0.023 2.9p3
0.4523

g50
Std. Err. | P>t
D/100.000
99.4 0.000
234{ 0.000
.p3 0.011] 0.002
2E-08E-03
3]040.618
361 1.147| 0.004
0.5418
3E-03E+00
538| 0.274
803 9.695| 0.696
.04 0.019] 0.037
2B-03E-02
0]/07@.151
620 1.205| 0.181
0.3825

0.3368

0.2481
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2.5.13 Miscellaneous sector:

The table 2.15 shows the result of quantileresgion analysis of the

metal, metal products and mining sector.

The quantile, 0.5 very low level of debt capital is directly relatés

LNSA, NFATA, EBITSA and NW.

The quantile 0.2% result also shows that LNSA, NFATA, EBITSA,
DEPTA and NW positively determine the low level débt capital. INCOVER

is negatively determining the low level of debt ctap.

The median quantile, 0.50result shows that LNSA, NFATA, GDP, FDI
and NW positively determine the average level ofbdecapital. And

INCOVER is negatively determine the average levedebt capital

The high level of quantile, 0.75result also shows that LNSA, NFATA,
GDP, FDI and NW positively determine the averageeleof debt capital. And

INCOVER is negatively determine the average levedebt capital

The very high level of debt capital, quantile 0'®5s positively

determined by LNSA and FDI, negatively by INCOVER.
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Table 2.16 Result of quantileregression analysis of oil and gas sector

Model | gq05 g25 g50 q75 g95

Variables | Coef. Std. Err]  P>[t| Coef. Std. Efr. t|P>| Coef. Std. Err.| P>|t| Coef. Std. Erf.  P>|t Cogf Std. Err. | P>Jt|
LNSA 1.547 0.184 0.000 0.977 0.093 0.000 0.955 ®,080.000] 0.732 0.083 0.000 0.580 0.048 0.000
NFATA 4.406 1.454 0.003 0.568 0.923 0.589 0.804 94,7 0.313] -0.464 0.908 0.6Q07 -2.169 0.512 0.poo
EBITSA 6.110 1.259 0.000 2.302 1.299 0.978 2.100 001) 0.037] 1.697 1376 0.219 -0.993 0.637 0.121
INCOVER | -5E-03 7E-03 4E-01 -7E-04 4E-03 9E-D1 -6E;0 8E-04| 5E-01] -1E-01 4E-04 1E-02 -1E-P3 4E;04 1B-02
FDI -2E-06 4E-06| 7E-01 -2E-0B 3E-Q6 7E-p1  4E{06 OBE- 4E-02| 2E-06 2E-06 4E-01 2E-06 2E-p6 2Et01
PLR 0.012 0.203 0.954 0.026 0.089 0.770 -0.p21 70]040.655| 0.002 0.068 0.972 -0.102 0.061 0.093
_cons -12.358 3.456 0.000 -3.062 1.475 0.p86 -2|0501.620| 0.207  1.44¢ 1.650 0.382 6.923 1.011  0/000
Pseudo R2 0.4048 0.4347 0.4704 0.4412 0.4203

Model 11

NW 7E-05 2E-05] OE+0( 6E-0p 2E-05 1E-0p3 6E105 1E-@&+00| 6E-05 1E-05 OE+0p 6E-05 9E-06 OE+00
EBITSA -0.411 2.192 0.852  -7.323 1523 0.000 -6.064 0.956| 0.000 -4.66 0.670 0.000 -2.879 0.458 0)000
DEPTA 5.939 13.622 0.668 -16.838 15.040 0.264 194 6.185| 0.094 -7.33 4.342 0.093 -8.804 3.066 9|00
INCOVER 1E-03 4E-03 8E-01 -8E-04 2E-03 7E-D1  -2E{03 6E-04| 9E-03] -2E-03 4E-04 OE+Q0 -2E-P3 3E{04 OEf+00
GDP 9E-09 7E-07 1E+00Q 7E-Q7 3E-07 4E{02 2Er07 3B-GE-01| 3E-07 2E-07 1E-Op  3E-Q7 1E-p7 2E402
PLR 0.235 0.271 0.38} 0.153 0.162 0.345 -0.021 £|10.838| -0.028 0.083 0.736 -0.047 0.059 0.429
_cons -2.594 2.990 0.387 2.891 3.493 0.881 8/061 .1613 0.000 8.037 1484 0.000 8.8D5 0.597 0.p00
Pseudo R2 1724 0.2134 0.3043 0.3651 0.4185
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2.5.14 Oil & gas sector:

The table 2.16 shows the result of quantile regr@ssanalysis of the

oil and gas sector.

The quantile, 0.5 very low level of debt capital is directly relatés

LNSA, NFATA and NW.

The quantile 0.2% result also shows that LNSA, GDP and NW

positively determine the low level of debt capital.

The median quantile, 0.50 result shows that LNSA, FDI and NW
positively determine the average level of debt ¢apbi And DEPTA is

negatively determine the average level of debt talpi

The high level of quantile, 0.75 result shows that LNSA and NW
positively determine the high level of debt capitddowever, DEPTA and

INCOVER are negatively determine the high leveld#bt capital

The very high level of debt capital, quantile 0'®5s positively
determined by LNSA, NW and GDP, and negatively ByCIOVER, NFATA

and DEPTA.

128 | Page



Table 2.17 Result of quantileregression analysis of power sector

Model | g05 g25 g50 q75 g95

Variables | Coef. Std. Err| P>[t Coef.  Std. Efr. t|P>|| Coef. Std. Err. | P>[t| Coef| Std. Err. P>|t CoefStd. Err. | P>t
LNSA 0.780 0.369 0.036 1.039 0.132 0.000 0.794 4,110.000f 0.741 0.085 0.000 0.209 0.101 0.039
NFATA 4.643 1.7290 0.008 1.196 0.572 0.088 0.620 6D.3 0.093] 0.213 0.585 0.716 0.526 0.629 0.404
EBITSA 0.656 0.837 0.434 1529 0.7Y6 0.050 1.807 824, 0.114] 1.837 0.86D 0.034 -0.5B2 0.134 0.469
INCOVER | -0.101 0.057 0.078 -0.081 0.043 0.062 -6.p1 0.025| 0.534 -0.016 0.013 0.237 -0.012 0.008 04163
FDI -2E-06 4E-06| 6E-01 2E-0b 2E-06 4E-p1  1E406 BE-05E-01| 1E-06 2E-06 6E-01 4E-06 2E-D6 9E;03
PLR -0.310 0.204 0.130 -0.005 0.068 0.931 -0.p073 05®| 0.189] -0.049 0.064 0.451 -0.065 0.054 0.304
_cons 1.085 24183 0.654 -1.519 1.521 0.819 1])731 3951. 0.217] 2.376 1.496 0.114 8.388 1.182 0.000
Pseudo R2 0.4648 4160 0.365 0.3032 0.2568

Model |1

NW 1E-04 1E-05| OE+00 1E-O# 2E-05 OE+p0 1E:04 4B-08E-03| 2E-04 4E-03 OE+0D 1E-Q4 5E-p5 4E{03
EBITSA -0.03 0.80 0.97 0.66 0.98 0.50 0.03 0{86 80.9 -0.36 0.42 0.34 0.98 0.56 0.08
DEPTA 95.83 14.59 0.00 52.40 15.93 000 27.78 18.610.04| 10.68 7.08 0.18 0.97 4.53 0.83
INCOVER -0.02 0.02 0.51 -0.04 0.03 0.12 -001 0.030.61| -0.01 0.02 0.58 -0.01 0.00 0.p8
GDP 4E-07 3E-01 2E-01 4E-Q7 3E-07 2E{01 5E}07 3E-0E-01| 9E-08 2E-07 7E-01L 1E-08 1E-07 9E-01
PLR -0.106 0.160 0.508 0.017 0.141  0.902 -0.p37 08|1 0.733] -0.043 0.066 0.512 -0.021 0.072 0.f73
_cons 0.058 2668 0983 2.014 2.114 0.842 4]385 2242. 0.050, 7.24% 1.228 0.000 7.8p7 0.826 0.p00
Pseudo R2 0.451 0.3412 0.2614 0.2906 0.3751
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2.5.15 Power sector:

The table 2.17 shows the result of quantile regr@ssanalysis of

power sector.

The result shows that at the lowest quantile ®A3NSA, NFATA, NW

and DEPTA are directly relates to the very low lewé debt capital.

The result of the 0.25 low level of quantile also confirms that
LNSA, NFATA, NW and DEPTA are directly relates tHew level of debt

capital

The median quantile, 0.50result also shows that LNSA, NFATA, NW

and DEPTA are directly affecting the average levéldebt capital

The high level of quantile, 0.75results indicates that LNSA and NW

are directly affecting the high level of debt caglit

The result of the highest quantile, 0'95hows that LNSA and FDI are

positively determine the very high level of debtpctal.

INCOVER and EBITSA not showing any kind of significce for the

entire quantiles and PLR are result are inconsistanong the models.
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Table 2.18 Result of quantileregression analysis of telecom sector

Model | g05 g25 g50 g75 g95

Variables | Coef. Std. Err| P>t Coef Std. Efr. Std. Err. | P>[t| Std. Er.  P>Ji f Std. Err. | P>[t|
LNSA 0.000 0.188  1.00( 1.222 0.363 D45 4,/120.000 0.208 0.000 0.214 .067
NFATA 0.000 3.698  1.00( 1.705 1.393 34 5D.5 0.066 0.43F 0.308 0.362 139
EBITSA 0.000 2.480 1.000 -2.219 1.797 658 1.102| 0.136 0.615 0.069 0.568 967
INCOVER | 0.000 0.00§ 1.000 0.0Q00 0.006 .p01 0.004| 0.790 0.004 0.573 0.004 367
FDI 0E+00 1E-05 1E+00 -1E-0B 1E-05 06 065- 7E-01 4E-06 7E-01 2E-p6 1E;01
PLR 0.000 0.210 1.00 -0.102 0.328 .039 930 0.676 0.08y 0.785 0.065 0.401
_cons 0.000 2.880 1.00 -2.307 3.921 334 .27014 0.793 1.781 0.486 1.827 .006
Pseudo R2 0.0000 0.2467 0.32 0.2997 0.2811

Model 11

NW 1E-05 5E-05| 8E-01 -1E-04 1E-04 105 7H-QEE-01 5E-05 5E-0p 4E-05 101
EBITSA 0.036 1.609 0.982 -2.568 2.293 .J06 1.171| 0.548 0.334 0.333 0.269 095
DEPTA -5.616 16.020 0.72 18.012 10.467 36 4.037| 0.001 y 3.303 0.012 3.636  0J006
INCOVER | -3E-04 1E-03 8E-01 -6E-05 6E-03 t0  6E-03| 7E-01 6E-083 6E-01 6E;03 5H-01
GDP 4E-08 2E-07 9E-0 8E-Q7 1E-06 07 2B-QE-03 3E-07 1E-Of 2E-D7 102
PLR 0.025 0.1132 0.82 -0.062 0.544 109 D|1P.421 0.096 0.867 0.977 917
_cons -0.270 1408 0.84 -0.403 6.938 517 2.082| 0.804 1.985 0.026 0.913 J000
Pseudo R2 0.0007 0.1052 0.1592 0.1834 0.2352

131 | Page



2.5.16 Telecom sector:

The table 2.18 shows the result of quantile regr@ssanalysis of the telecom

sector.

The result shows that none of the variables arenshg significance at
the lowest quantile 0.0% for both the model. The result of the 0"23ow
level of quantile confirms that LNSA and DEPTA ap®sitively determines
the level of debt capital. However, other variabler® not showing any kind

of significance.

The median quantile, 0.50result shows that LNSA, NFATA, DEPTA

and GDP are positively determine the average lefedebt capital.

The high level of quantile, 0.75result shows that LNSA, DEPTA and

NW are positively determine the high level of dedatpital.

The very high level of debt capital, quantile 0"9%s positively determined

by LNSA,GDP, FDI and DEPTA.
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Table 2.19 Result of quantileregression analysis of textile sector

Model | g05 g25 g50 g75 g95

Variables | Coef. Std. Err.|  P>|t| Coef. Std. Efr. t|P>| Coef. | Std. Err. | P>|t| Coef| Std.Er;.  P>|t Coetf Std. Err. | P>t
LNSA 1.404 0.105 0.000 1.203 0.075 0.000 1.270 $J100.000| 1.289 0.160 0.000 0.819 0.320 0.012
NFATA -1.152 0.298  0.00( -1.084 0.282 0.000 -1.279 0.313| 0.000 -1.603 0.386 0.000 -1.685 1.256 0183
EBITSA 2.581 1.399 0.068 2.181 1399 0.122 2440 412] 0.087] 2.364 1.21p  0.054 3.7[L6 1.878 0.¢p51
INCOVER | -0.128 0.022 0.000 -0.104 0.025 0.000 -B.10 0.023] 0.000 -0.091 0.018 0.000 -0.977 0.023 0J001
FDI 1E-06 1E-06] 3E-01 3E-0p 1E-06 2E-p2 2E4{06 1E-08E-01| 3E-07 1E-06 8E-O1 1E-06 3E-06 7E401
PLR 0.022 0.04Q 0.59D 0.042 0.042 0.315 0.p50 0]029.083| 0.036 0.034 0.289 -0.028 0.061 0.649
_cons -3.601 0.85Y 0.000 -2.247 0.708 0.002 -2/405 0.775| 0.003 -1.890 1319 0.1%5 2.487 2.649 0350
Pseudo R2 0.8310 0.7049 0.6415 5577 0.4928

Model 11

NW 6E-04 2E-04] 9E-0d 4E-04 1E-Q4 2E-p2 5E04 8E-0BE+00| 5E-04 7E-05 OE+0D  4E-04 8E-P5 OE+00
EBITSA 14.949 5.098 0.004 2.320 2.088 0.269 3.535 .263| 0.006] 3.85§ 1416 0.008 1.747 0.999 0.084
DEPTA 8.691 11.413 0448 -11.774 5.087 0.023 -9.147 4.113| 0.029 -9.661 6.703 0.153 -16.395 4.097 0/000
INCOVER | -0.335 0.073 0.000 -0.113 0.041 0.007 -0.13 0.025] 0.000 -0.131 0.023 0.000 -0.104 0.016  0/000
GDP 1E-06 5E-07 1E-02  4E-Q7 9E-08 OE+00 3E07 9E-08E-03| 3E-07 1E-07 2E-Op  4E-Q7 8E-P8 OE+00
PLR 0.368 0.159 0.021  -0.011 0.064 0.845 0.p38 8]030.297| 0.018 0.060 0.763 0.084 0.037 0.349
_cons -5.605 3.688 0.131 5.4y7 1.040 0.p00 5/110 .6870 0.000 5.767 1121  0.000 6.258 0.612 0.000
Pseudo R2 0.4738 0.4108 0.4517 0.4179 0.5634

133 | Page



2.5.17 Textile sector:

The table 2.19 shows the result of quantile regr@ssanalysis of

textile sector.

The result shows that at the lowest quantile 'a3NSA, EBITSA, NW
and GDP are directly relates to the very low lewéldebt capital. NFATA and

INCOVER are inversely relates to the very low lexodldebt capital.

The result of the 0.25 low level of quantile also confirms that
LNSA, NW, FDI and GDP are directly relates the Idevel of debt capital
NFATA, DEPTA and INCOVER are inversely relates tloetlow level of debt

capital.

The median quantile, 0.5Dresult also shows that LNSA, EBITSA, NW
and GDP are directly affecting the average level debt capital. NFATA,
DEPTA and INCOVER are inversely relates to the aga level of debt

capital.

The high level of quantile, 0.75results indicates that LNSA, EBITSA,
GDP and NW are directly affecting the high level adbt capital. NFATA and

INCOVER are inversely relates to the average levketdebt capital

The result of the highest quantile, 0/95shows that LNSA, NW,
EBITSA and GDP are positively determine the verglhnilevel of debt capital.
INCOVER and DEPTA are negatively determining thewdéigh level of debt

capital.
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Table 2.20 Result of quantileregression analysisfor transport equipment sector

Model | g05 g25 50 q75 g95

Variables Coef. Std. Err]  P>[t| Coef| Std. Efr. t|P>| Coef. Std. Err. P>|t| Coef. Std. Err. P>t CoefStd. Err.| P>t
LNSA 0.854 0.176 0.000 0.662 0.114 0.000 0.635 ,/070.000| 0.568§ 0.088 0.000 0.560 0.063 0.000
NFATA 1.089 1.162] 0.349 0.877 1.281 0.494 -0.463  794| 0.560] -1.53f 0.776 0.049 -0.913 0.359 0.pov
EBITSA 5.188 4142 0.212  3.071 2.210 0.166 2.928 368] 0.033] 1.743 1.248 0.164 1.9p7 0.162 0.p13
INCOVER | -0.013 0.003 0.015 -0.008 0.0p4 0.061 -9.00 0.002] 0.01§ -0.004 0.001 0.000 -0.004 0.000 04000
FDI 7E-07 4E-06| 9E-01 4E-0p 2E-06 3E-D2 3E406 1E-0BE-03| 4E-06 2E-06 1E-OR 6E-06 1E-06 O0E+00
PLR 0.257 0.141 0.071  0.047 0.096 0.626 0.015 0{045742| -0.130 0.068 0.056 -0.006 0.047 0.904
_cons -5.863 2.306 0.032 -1.0y0 2.157 0.621 0/{876 .2751 0.493 4.23§ 1407 0.003 3.071 0.867 0.000
Pseudo R2 0.3288 0.2569 0.2652 0.2515 0.4154

Model 11

NW 2E-04 8E-05| 3E-02 2E-04 5E-05 OE+DO 2E+04 6E-0BE-03| 3E-04 5E-03 OE+0D 2E-04 8E-05 2E{03
EBITSA 3.897 3.570 0.27¢ -0.632 1395 0.651 -0.449 0.737| 0.543 -0.09% 0454 0.835 -0.719 0.758 0[344
DEPTA 8.808 5.807 0.131 -7.955 3.187 0.013 -14.399 2.682| 0.000 -9.536 3.136 0.003 -9.274 4.823 0056
INCOVER | -1E-02 3E-03 OE+00 -4E-Q3 4E-03 2E{01 -ZE0 1E-03| 5E-02 -3E-03 4E-04 OE+(00 -3E-P3 2E{04 OEf00
GDP 8E-07 5E-07 1E-01 1E-Q7 2E-07 6E{01 2E(07 9B-0&E-02| 2E-07 9E-08 2E-0p 3E-Q7 1E-p7 5E403
PLR 0.334 0.167 0.046 0.159 0.070 0.024 0.p11 0/04m792| -0.008 0.032 0.790 -0.019 0.051 0.709
_cons -3.770 2.262 0.097 3.4P9 0.985 0.001 6/054 .6990 0.000] 6.25¢4 0.580 0.000 6.780 0.808 0.p00
Pseudo R2 0.2168 0.2091 0.2547 0.3163 0.4577
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2.5.18 Transport equipment sector:

The table 2.20 shows the result of quantile regr@ssanalysis of Transport

equipment sector.

The result shows that at the lowest quantile ®@NSA, NW and PLR
are directly relates to the very low level of deddpital. And INCOVER is

inversely relates to the very low level of debt dap

The result of the 0.25 low level of quantile also confirms that
LNSA, FDI and NW are directly relates the low levef debt capital. DEPTA

is inversely relates to the low level of debt cagit

The median quantile, 0.5Dresult also shows that LNSA, FDI, NW and
GDP are directly affecting the average level of tdelpital. INCOVER and

DEPTA are inversely affecting the average leveldebt capital

The high level of quantile, 0.75results indicates that LNSA, NW, FDI
and GDP are directly affecting the high level of bdecapital. NFATA,

INCOVER and DEPTA are inversely affecting the higvel of debt capital

The result of the highest quantile, 0'®%hows also that LNSA, NW,
FDI and GDP are directly affecting the very highvéd of debt capital.
NFATA, INCOVER and DEPTA are inversely affectingethvery high level of

debt capital
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2.6 Findings

The study has examined the trend of debt structakeng the average
total debt of sample companies as a whole as weglhaerage total debt of a
particular sector in absolute terms. Similarly feecured debt, unsecured

debt, long-term debt and short-term debt. The firgh are summarised below.

The sectors such as agriculture, capital goods,soarer durables,
FMCG, healthcare, housing related, metal, metal ducdis and mining,
miscellaneous, oil and gas, power, telecom, textlad transport equipment
shows that total debt has an upward trend. Howewmedia and publishing,
information technology, diversified and chemicaldapetrochemical sector
show a declining trend towards the end of the stpeyiod (after 2009). The
total sample indicates that total debt has an upwa®end throughout the

study period.

Turning to secured debts, agriculture, capital g®0dconsumer
durables, FMCG, healthcare, housing related, infatimn technology, media
and publishing, metal, metal products and miningisecellaneous, power,
telecom, textile and transport equipment sectordidates an upward trend.
However, chemical and petrochemicals sector showsdexlining trend
straight from the beginning, but sectors like Digdred, miscellaneous, oil
and gas, diversified and a chemical and petrochamisector shows a
declining trend towards the end of the study peri@iter 2009). Overall
samples indicate that secured has an upward tremdughout the study

period.

137 | Page



The sectors such as capital goods, consumer dusablleMCG,
healthcare, housing related, metal, metal prodwstd mining, miscellaneous,
oil and gas, power, telecom and transport equipm&mbéws that unsecured
debt has an upward trend. However the textile sestoows a slight decline
trend straight from the beginning, but sectors, iagiture, chemical and
petrochemical, diversified, media and publishingfarmation technology,
and a sector show a declining trend towards the ehthe study period (after
2009). Overall samples indicate that unsecuredtdeds an upward trend

throughout the study period.

Again the sectors such as agriculture, Capital ggodonsumer
durables, FMCG, healthcare, housing related, infatimn technology, metal,
metal products and mining, miscellaneous, oil ands,g power, telecom,
textile and transport equipment shows that longvtedebt has an upward
trend. Overall samples indicate that long-term ddiss an upward trend

throughout the study period.

It is interesting to note that the short-term delbtthe sample taken as
a whole has an upward trend throughout the studyoae The sectors such as
agriculture, Capital goods, consumer durables, FMQ@althcare, housing
related, metal, metal products and mining, misce¢laus, oil and gas, power,
telecom, textile and transport equipment shows thlort-term debt has an
upward trend. However media and publishing, diveet and chemical and
petrochemical, information technology sector showexlining trend towards

the end of the study period (after 2009).
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To understand the proportion of the various typdsdebt we have
calculated the major debt ratios such as debt toitggratio, long-term debt
to total debt, short-term debt to total debt, sedurdebt to total debt and

unsecured debt to total debt.

The debt equity ratio of the sectors like agriculpy capital goods,
chemical and petrochemicals, consumer durables, BM@ousing related,
metal, metal products and mining, oil and gas, powed telecom shows a
declining trend during the study period. At thenmsa time miscellaneous,
media and publishing and information technologyshiows an upward trend.
However diversified, healthcare, textile and traagp equipment show
several up and downs in different period and the eh the period it shows a

decline trend. Overall the sample confirms a deicightrend.

Long-term debt to total debt ratio of the sectowcls as the chemical
and petrochemicals diversified, consumer durabheetal, metal products and
mining, and transport equipment shows a declinendre At the same time
capital goods, housing related, miscellaneous, anshows an upward trend.
However, agriculture, FMCG, healthcare, informatitachnology, media and
publishing, oil and, gas, power textile and telecehbws not much change in
the ratio at different period. Overall the samplentirms that they're not
much movement for long-term debt to total debt. Trlaeio kept almost stable

throughout the study period.

Short-term debts to total debt of the sectorsldapital goods, FMCG

and miscellaneous shows a declining trend. At slaene time chemical and
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petrochemicals, transport equipment and metal, Iner@ducts and mining
shows an upward trend. However, agriculture divBesi, consumer durables,
healthcare, housing related, media & publishingl, and gas, power, textile
and telecom shows the ratio is more or less staldifferent period. But in
case of information technology the ratio shows upd adowns. Overall the
sample confirms that there is not much movementdbort-term debt to total

debt. The ratio kept almost stable throughout thedyg period.

Secured debt to total debt of the sectors such apital goods,
chemical and petrochemicals, diversified, FMCG, amhation technology,
metal, metal products and mining, miscellaneous dmahsport equipment
show a declining trend. At the same time housietated and power it shows
a slight upward trend. However, agriculture, con®undurables, healthcare,
media and publishing, oil and gas, textile and tel® shows not much
change in the ratio at different period. OveraletBample confirms that the

ratio having a slight declining trend throughouethtudy period.

Sectors such as chemical and petrochemicals, dilieds information
technology, metal, metal products and mining, mlkoeeous, transport
equipment and oil and gas shows an upward trendhie case of unsecured
debt to total debt. . However, agriculture, capitadods, consumer durables,
FMCG healthcare and media and publishing show ug dawns in the ration
during the study period and towards the end it sk@weclining trend. At the
same time housing related power, textile and tehrecshow the ratio is more
or less stable at different period. Overall the pdenconfirms that unsecured

debt to total debt shows an upward trend.
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Overall all types of debt have been grown up sigrahtly during the

study period. However the proportion of growth iebd compared to equity is

less. It shows the underdevelopment of the debtkm@ain India. Or may be

managers are not willing to take risks. After andihg the trend the study

examines

the determinants of debt

techniques.

guantile.

capital

using nque

Table 2.21 shows the sector wise figdinat all

regression

levels of

Table 2.21 Determinants of debt capital: sector wise findings

S
Sectors/ i Quantile Quantile Quantile Quantile
uantile g . . uantile 0. . .
Q til 0.05 0.25 Q tile 0.50 0.75 0.95
. Size . .
+ Size, . SN Size, Size,
) v | Creditworthine Cre dﬁ\%g;thine C:Dergiftl\:\‘/aobrltlgiyr’les Creditworthine | Creditworthine
Agricultur | e ss cs s EDI ss,FDI ss, FDI
e i
v DethcSP acity, Debt capacity Debt capacity Debt capacity Debt cipa
e
Size, Size Size,
+ Asset structure Size, Asset Stl’l,,ICtUI’e Asset structure
) \ NA Creditworthine| Asset structure Creditworthine Creditworthine
Capital e ss, os ss Economic
Goods ’ growth,
- Economic
\é NA growth NA NA NA
Size, Size, . .
i C Creditworthine | Profitability, Credi?vle:r,thines Credi\lisg;thine Size
Chemical ss, Profitability | Creditworthine :
& € s s, ss,
Petrochem e b
ical - NA . . Non debt tax Non debt tax
\e/ Debt capacity Debt capacity shield shield
* Size, Size, Cred'itfvltz)i'hines ! !
v | Creditworthine | Creditworthine s Economic Creditworthine | Creditworthine
Consumer | © s3 S3 growth S5, S5,
Durables Asset structure
v Nogh?eelgt tax Non debt tax Non debt tax Non debt tax Non debt tax
e | Debtca écit shield shield shield shield
PaCy | pept capacity
* Size, Size, FDI, S'.Ze’ FDI_’ Size, FD.I’ Size ,Economic]
vergfied | V| Profitability, | Profitabiliy | Crediworthines) - Economic growth
Diversified | ¢ : s, Profitability growth
| Non debt tax NA, NA Debt capacity NA
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\ shield
e
. . Size .
+ Size, Size, . . . Size
v | Creditworthine| Creditworthine Size Credltworthlr_le FDI, Economic
FDI ss, Economic
e ss, FDI ss, growth
FMCG growth
Profitability Asset structure,| Asset structure
v Asset structure| Non debt tax Debt capacity, | Debt capacity,| Debt capacity
shield, Debt Non debt tax Non debt tax
e - . .
capacity shield shield
+ Asset structure Size, Size, Size, FDI, Size, FDI,
v Non debt tax | Creditworthine| Creditworthines| Creditworthine | Creditworthine
e shield, Interest Ss, s, Economic ss, Economic | ss, Economic
rate growth growth growth
Healthcare Asset structure Asset structure| Asset structure
— | Nondebttax | Debt capacity 'l Non debt tax Non debt tax
\ . Non debt tax . .
e shield shield shield, shield,
Debt capacity | Debt capacity
Size, Asset
Size Size structure Size, Size
* Creditworthine | Creditworthine Creditworthines| Creditworthine Creditworthine
v .~ | s, Non debt tax SS,
H : ss, Non debt| ss, Economic . . SS,
ousing e tax shield rowth shield, Economic
Related ' 9 Economic growth
growth, FDI,
v NA NA NA NA Asset structure,
e
Size, FDI,
. + Size, FDI, Size, FDI, Creditworthine
Informatio | y NA FDI Economic Economic ss, Economic
n e growth growth growth,
Technolog Profitability,
y v NA NA Non debt tax Non debt tax NA
e shield shield
i * Size, Size, Economic
M e(':ila.& v NA NA Economic Economic rowth. EDI
publishing | e growth growth growtn,
_ | Creditworthine Asset structure
v ss, Non debt NA NA Asset structure
e tax shield
Size, , Non Size, Economic Sltzae); ls\ly?i;gebt
debt tax shield,| growth ,Non ! Size, Non debt
+ . - Economic :
M etal v Economic debt tax shield, rowth . Asset tax shield,
’ Size growth Asset structure, 9 ' Creditworthine
Metal e . . i . structure,
Creditworthine | Creditworthines . ' Ss,
Products ss S Creditworthine
& Mining ss, FDI
v Nor;r:jiglbdt tax Profitability Profitability NA Asset structure
e
Size, Asset Size, Asset .
. Size, Asset
_ + Size, Asset structure, structure, structure. EDI
Miscellane structure, Profitability, | Creditworthines S .
v L - . Creditworthine Size, FDI
ous e Profitability, Creditworthine s, FDI, s Economic
Creditworthine| ss, Non debt Economic ! rowth
SS tax shield, growth 9
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v NA Debt capacity Debt capacity Debt capacity Detparity
e
+ Size , Size , Size , Size Size ,
Creditworthine | Creditworthine| Creditworthines ; i Creditworthine
v . . Creditworthine .
e ss, Asset ss, Economic s, Economic ss ss, Economic
. structure rowth rowth ! rowth
Oil & Gas g g g
Non debt tax
_ Non debt tax .
Non debt tax . shield, Debt
v NA NA . shield, Debt -
shield ; capacity Asset
e capacity
structure,
Size , Asset| Size, Asset Size , Asset Size
+ | structure Non| structure Non| structure Non Creditworthine Size . EDI
v | debt tax shield,| debt tax shield,| debt tax shield, s !
e | Creditworthine| Creditworthine| Creditworthines !
Power Ss, ss,, S
v
e NA NA NA NA NA
+ stﬁ:f:?L,JrAessl‘\(lect)n Size, Size, Non debt
Size, Non debt " Creditworthine tax shield,
v NA . debt tax shield, ;
e tax shield, Economic ss, Non debt Economic
Telecom growth tax shield growth, FDI
v NA NA NA NA NA
e
Size, Economig Size Size, Size, Size,
+ growth Cre ditwo;thine Profitability, Creditworthine | Creditworthine
v | Profitability , .~ | Creditworthines| ss, Profitability, | ss, Profitability,
. . ss, Economic . . .
e | Creditworthine rowth . EDI s, Economic Economic Economic
Textile Ss, 9 ’ growth growth growth
Asset structure| Asset structure,
v Asset structure] Debt capacity,| Debt capacity, | Asset structure| Asset structure
e Debt capacity | Non debt tax Non debt tax Debt capacity | Debt capacity
shield, shield,
. . Size , FDI, Size , FDI, Size , FDI,
* _S|ze, . S'Z.e ’ FD'.' Creditworthines| Creditworthine| Creditworthine
v | Creditworthine| Creditworthine . . .
Transport s, Economic ss, Economic | ss, Economic
sp e | ss, Interest rate SS, h h h
Equipmen growt growt growt
q Debt capacit Asset structure| Asset structure
ts v | Debt capaci Non debt tax Non degt ta))</' Non debt tax Non debt tax
pacity shield . shield, Debt shield, Debt
e shield ; ;
capacity capacity

From the overall analysis we can say that the gilart.05" the lowest

guantile doesn’t explained any significant relatiodowever, in the sector

wise analysis lowest quantile explained the sigraht relationship among

the independent and depended variable for moshefdectors.
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The firms which are having low level (quantile 0'®50f debt capital
is directly related to size, creditworthiness, eoamnc growth and inversely
related to non-debt tax shield, debt capacity. Thwes can conclude that for
this quantile Indian firms are following pecking dar theory. According to
the pecking order theory profitable firms generalgrrow less; not because
they have low target debt ratios but they don’t deeutside money. Less
profitable firms issue debt because they do notehavternal fund sufficient

for their capital investment.

From the result of median quantile, 0!5@he study conclude that the
average level of debt capital is directly relates gize, creditworthiness,
economic growth and FDI. However, it is inverselglates to debt capacity

and non-debt tax shield.

The firm, which has a high level (quantile 0.75) @ébt capital is also
directly related to size, creditworthiness, FDI, oeomic growth and
inversely related to debt capacity and non-debt tshield. So we can
conclude firms having good amount of sales and saficient internal cash

flow and retained earnings will go for high amouwftdebt capital.

The firm, which has a very high level (quantile B)%f debt capital, is
directly related to size, creditworthiness, FDI aadonomic growth. Thus,
the firm having high amount of sales and sufficiestained earnings will go
for very high debt. So in general the level of dedatpital is directly related

to size, creditworthiness and inversely relatedDiebt capacity and non-debt
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tax shield. Moreover, it is direly related to theaaroeconomic variable like

FDI and economic growth.

All the results show expected sign for the variableHowever, the
variable debt capacity is having negative sign whigot predicted by the
study. In this context we conclude that firms whiahe having enough debt

capacity are not going for debt and vice versa.

2.7 Chapter Summary

This chapter examines the debt capital structurad ats trend in
overall sample as well as in sector wise from thealy 2002- 2011. It also
verifies the various determines of debt capitallmlian companies. From the
collected data we have defined the debt structusréha proportion of secured
and unsecured in the total debt or the proportiemg-term or short-term
debt. For the analysing the trend of debt struettire study has used simple
line charts. The line charts strongly indicates tthhe total debt, secured
debt, unsecured debt, long-term and short-term dbhs been increased
significantly during the study period for the sectas well as for the total
sample collected. For knowing the various determmitsaof debt capital the
study has firstly identify the variables from theagi literature, then uses
guantile regression tool for identifying the varlab. size, creditworthiness,
foreign direct investment and economic growth aileedtly determining the
level of debt capital in Indian companies. And delapacity and non-debt tax

shield is negatively affecting the level of debtpcal. However, these
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determinants are varying significantly depending thie quantile and sectors

(see table 2.23).
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CHAPTERII11

DEBT CHOICE
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3.5  Chapter Summary

3.6  References

3.1 Introduction

Debt capital is the capital borrowed from exterrsamlurces. According
to the requirements, firms used to borrow moneynfrorarious external
sources such as banks, public, government, comparmie other financial
institutions. Choosing a specific source of debt pital depends
predominantly on the cost of debt capital. Ownepshiructure of a firm (Lin.
Chen et al. 2013), as well as the discretion of Management (Denis and
Mihov, 2003) also has an influence on the selecti@d®ebt capital.
Creditworthiness of a firm has also determents ckoof debt capital. Firms
with high credit quality will opt from public soues; medium credit quality
will opt from banks and lowest credit quality firmwill go for non-bank
private lenders (Denis and Mihov, 2003), (Shiragu aXu, 2007). Moreover
the kind of economic exposure will also influencéet long-term debt

financing choice of the firms (Goswami-Shrikhan®®,01).
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Because of under-developed equity markets, the e debt market
in India has been important. In India, firms borraing five types of debt
instruments. These are: (1) short- term borrowinfgom commercial
banks;(2) long-term borrowings from term-lendingiitutions, which we will
call institutional borrowings; (3) borrowings in éhform of debentures which
are corporate bonds that in some (not in all) caaes converted to shares
after a specific lock-in period; (4) fixed depositahich are deposits that
yield a specified rate of interest over a givenipdrof time from the market;
and finally (5) a residual category called ‘otheorbowing’ which includes
trade credit and other funds accessed from the rintgporate market

(Majumdar and Sen, 2007).

The four major types of debt can be classified adcog to whether the
debt is monitored or arm’s length. Bank borrowingsid institutional
borrowings can be classified as monitored debt aebentures and fixed
deposits can be classified as arm’s-length debtjUvhalar and Sen, 2007).
Both credit and bond markets have existed in Infba a long time. Modern
banking began in India in the eighteenth centurythwthe founding of the
English Agency House in Calcutta and Bombay, folemdvin quick succession

by the establishment of three Presidency banks éBjee et al., 2004).

With the introduction of limited liability in 1860private banks began
to appear. Joint stock banks came into being inlibginning of the twentieth
century. Commercial banking grew very rapidly inetlcolonial period (Roy,
2000). After a period of social control of bankirmgtween 1969 and 1991,

there were extensive reforms in the Indian finah&actor, allowing banks to
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set interest rates on their own and to lend to 8rand households without

significant restrictions on whom they lend to (Samd Vaidya, 1997}.

With respect to institutional borrowing, these assentially provided
by term-lending institutions and are mainly long4teloans that are secured
on the assets bought with these loans. Term-lendingtitutions were
established, de-novo, by the government after iredefence. For example,
the Industrial Finance Corporation of India was agi in 1948, and the
Industrial Development Bank of India in 1964. Theaee the two major

suppliers of long-term loans to Indian industry.

There are a number of government owned long-termdérs, such as
the Industrial Investment Bank of India, the Smafhldustries Development
Bank of India and the Shipping Credit and Investi@orporation of India.
For the agriculture sector, two institutions, thegricultural Finance
Corporation and Agricultural Refinance Corporatimere set up. They were
merged to form the National Bank for Agriculture caiRural Development.
Similarly, a National Housing Bank was set up assvean Export-Import Bank
of India. Also, the state owned Life Insurance Coration of India and the
operating subsidiaries of the state owned Genemaltance Company possess

substantial surplus liquidity with which they prala funds to companies.

A major quasi private-sector financial institutiothe Industrial Credit
and Investment Corporation of India; was establsihe 1955. In establishing
this unit, the government’'s support was paramourdventually, the

government holdings in this financial institutionewe over eighty percent
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through a variety of indirect means. Thus, as ir ttase with commercial
banks, government-owned term-lending institutiongvé a long history of

lending to the Indian corporate sector, dating baezkhe late 1940s.

The Indian capital market also dates back to thkoeml period to the
establishment of the first stock market in India Bombay in 1857. During
the colonial period, many Indian firms tried to pdprize debentures as a
source of financing successfully (Roy, 2000). Sinicelependence, in line
with the Indian government’s policies, there wasiat control on the pricing
and new issues of capital, including corporate boan@his was done via the
office of the Controller of Capital Issues, a unih the Department of
Economic Affairs of the Ministry of Finance. The @woller of Capital Issues
controlled the quantity and price of both debt aaduity that companies

could issue (Marathe, 1989).

In 1991, the pricing of new issues was freed alavith a relaxation of
the restrictions on firms to approach the capitadrket for funds. In 1992,
the government allowed Indian firms with good trackcords to issue
debentures in foreign capital markets. In the pb881 period, there was a
strong growth in the bond market with the introdiwet of many new and
innovative types of bonds (Sen and Vaidya, 1997MeTssuance of bonds and
fixed deposits became an important mechanism fasing external funds for
many Indian firms during this period, with the skaof capital market-based
instruments in total funds, increasing from 17.3 ment in the period 1985-
86 to 1990-91 to 22.3 per cent in the period 192118 2000-01 (Reserve

Bank of India, 2003). There are two important fer@ts of the Indian equity
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ownership structure. First, foreign ownership ispiomtant in India. Even
though foreign firms account for a handful of themnmber of firms in the
corporate demography of India, they account for @étna third of India’s

industrial output in value (Athreye and Kapur, 2001

The second feature of equity ownership in Indiaemdnt to the
empirical analysis is the state’s important rolesade or part owner of firms
in India. Similar to commercial banks and other dntial intermediaries,
there is extensive government ownership of indwdtfirms in India. Firms
with government ownership, engage in a myriad ramgeactivities either
simply because of mandates or because the avaitglof soft funds from the

state allowing them to experiment in a variety afsbnesses.

3.2 Types of Debt Capital

Term loans: a business loan repayable according atospecified
schedule is a term loan. It is generally repayaml@re than one year and less
than ten years. Usually term loans are availed frbanks or any other
financial institutions. All term loans are secureadore over the term loans

have to be amortized according to a predetermindtedule.

Debenture: a debenture is a marketable legal cettnahereby the
company promises to pay its owner, a specified ratenterest for a defined
period of time and to repay the principal at theesific date of maturity.
Debentures are usually secured by a charge on miraovable properties of

the company. Debentures can be classified asin- convertible debenture
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the debenture which cannot be converted into o ggshares and will be
redeemed at the end of the maturity perideully-convertible debenture-
these debentures can be converted into equity shaver a specified period
of time. Partly convertible debenturea portion of these debentures can be

converted into equity shares over a specified pe&rd time.

Hire purchase: it is a mode of financing the prickthe goods to be
sold at a future date. In a hire purchase tran®agtihe goods are let on hire,
the purchase price is to be paid in instalments #Hral hirer is allowed for an

option to purchase the goods by paying all the ah®ients.

Deferred credit: Income that is received advance of it being earned,
but not immediately reported as income. Typicaltisis is done on income
that is not fully earned and, consequently, has {®tbe matched with a
related expense. Such items include consulting [femsscription fees and
any other revenue stream that is intricately tiea future promises. For
example, a book club might defer income from a tywemar membership plan
until all the costs of procurement and shipping aessessed. Also known as

deferred revenue or deferred income.

Cash credit: Under the cash credit agreement, thgamer is permitted
to borrow up to a pre-fixed limit called the castedit limit. The customer is

charged interest only on the amount actually ugtz

Packing credit: it is a loan or advance granted asrty other credit
provided by a bank to an exporter for financing therchase, processing,

manufacturing or packing of goods prior to shipmeon the basis of letter of
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credit opened in his favour or in favour of soméet person, by an overseas
buyer or a confirmed and irrevocable order for tdvgort of goods from the
producing country or any other evidence of an order export from that
country having been placed on the exporter or somtleer person, unless

lodgement of export orders or letter of credit withe bank has been waived

Bills discounted: under this arrangement, the bgm&vides financing
to the customers either by outright purchase orcdumting the bills arising

out of the sale of finished goods.

Public deposits: this refers to any deposits of mprfrom the public
with a firm at a specified rate of interest for &ipsilated period with the

provision for renewal.

Bonds: a bond is a certificate promising to pay hislder a specified
sum of money at a stated date, called the matudaye, and interest at a

stated rate until the maturity date.

Commercial paper: it is a short-term unsecured pss@Ory note,
generally issued by large companies. It can be edstor maturities between
a minimum of 15 days to a maximum of one year andlenominations of Rs

5 lakh or multiples thereof.

Accrued interestA term used to describe an accrual accounting meétho
when the interest that is either payable or recbleahas been recognized, but
not yet paid or received. Accrued interest occussaaresult of the difference

in timing of cash flows and the measurement of theash flows.
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Deferred liabilities: deferred liability is moneyhat a company
receives from a customer as prepayment for somedgmoservice. A deferred
liability is listed on a balance sheet as a liabjiluntil the good or service is
delivered. This is because the company would haveeturn the money if it
does not keep its end of the bargain as promisedeferred liability is also

called a deferred credit or deferred revenue.

Deferred tax: An account on a company's balanltees that is a result
of temporary differences between the company's antimg and tax carrying
values, the anticipated and enacted income tax,rated estimated taxes
payable for the current year. This liability may mray not be realized during

any given year, which makes the deferred statusrappate.

The study broadly classified the debt into two parsecured and
unsecured debt. The majority of the sample compsrgelected in India is
having both secured as well as unsecured debt.vAt®us components under
secured debt are&onvertible debenture, Non- convertible DebentureTerm
loan from institutions,Term loan from bankLoans from others deferred
credit /hire purchaseBrowning from GOV, Cash Credit /Packing Credit /
Bills Discounted Working capital advance, Interest accrued and due a
other Secured debt. The various components undesecaured debt arean
from group of companiesdebentures / bonds, accrued interest, loan from the
bank, loan from institutions, advances, loans fr&®I| and PSU, deferred
liabilities, deferred tax, commercial paper, othemmsecured loans, and

deposits etc.
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3.3 The proportions of Secured and Unsecured debts

With the help of pie chat we are examining the wais sources from
which Indian firm borrowing capital under secureddaunsecured debt. The
detailed proportion of various debt capital chosey different firms under

different sectors are discussed below

3.3.1 Sample companies:

The table 3.1 shows the secured debt of sample @ongs. A total of
321 listed companies were selected for the studpo70f the total secured
debts are financed through long-term sources. Taey term loan from banks
35%, non-convertible debentures 25%, term loan fronstitutions 9%,
deferred credit/ hire purchase 5%, term loan frothess 3%, convertible
debenture 1%. The contribution from short-term delare working capital
advance 13%, cash credit/packing credit/ bills discted 6%, secured loan

from others 3%.
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Figure 3.1 The proportions of secured debtsin sample companies

Secured Loans Partly Convertible Convertible Borrowings from
Government of
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Term Loans
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Note: the percentage is calculated using ten yeaerage (200-2011)

Figure 3.2 The proportions of unsecured debtsin sample companies

Commercial Paper DEPOSITS
2% 3%

Debentures / Bonds
12%

Accrued Interest
0%

Loans from
Group Cos
1%

Deferred Tax
2%

Deferred Liabilities
1%

Loans from GOI

{PSUs advances

1% 1%

Loans from
Institutions
2%

Note: the percentage is calculated using ten yeaerage (200-2011)

The table 3.2 shows the distribution of unsecureebtd of sample
companies. Under the unsecured debt 15% are-term in nature. Those ai
debenture/ bonds, 12% and deposits 3%. The reshasi-term in nature. The

various shortterm debts are loans frc bank 57%, an unsecured loan frc
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others 18%. Commercial paper, loan from institusoand deferred tax are

2% each. Deferred liability, loan from GPI/PSU aadvances are 1% each.

3.3.2 Agriculture sector:

Agriculture sector consists of 18 companies. Frdre figure 3.3 shows
the distribution of different long-term as well akhort-term secured debt used
by the firm in agriculture sector. 46% of the totsé¢cured debt consists of
short-term debt. Cash credit /packing credit / ®itliscounted accounted for
20%, working capital advance is 17%, secured lod&rsan others 8% and
borrowing from the government of India 1% of thedbsecured debt. 54% of
the total secured debt stands for long-term del®%3of the total long-term
debts are term loans from banks. 8% of the totatused accounts for
debenture. Term loans from institutions are 7%,ededd credit/ hire purchase

is 4% and term loan from others is 2%.

26% of the total unsecured debt financed throughghkterm sources
such as Debenture/ bonds 21% and deposits 5%. rékeaccounts for short-
term sources.46% of the total unsecured debt cdasof loan from bank,
unsecured loan from others 12%, advances 3%, comimkerpaper and
deferred liability 2% each, loan from institutiorasxnd deferred tax 1% each.
The figure 3.4 shows the distribution of unsecura@ebt in the agriculture

sector.
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Figure 3.3 The proportions of secured debt in agriculture sector
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Figure 3.4 The proportions of unsecured debts in agriculture sector
Unsecured Loans DEPOSITS

Others 5%
12% Commercial '
Paper
2%
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Loans Loans from Group

from Advances Cos
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% Institutions
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Note: the percentage is calculated using ten yeaerage (200-2011)

3. 3.3 Capital goods sectol

This sector consists of 39 companies. 58% of th@ltoansecured debt

are longterm debt and the remaining unsecured debt is «term in nature.
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The longterm sources used by the sectors are Term loan floank is
accounted for 26%, ncconvertible debnture 20% and term loan fro

institutions is 5%, deferred credit/hire purchas® 5 and term loan fron

others 2%.

Figure 3.5 The proportions secured debt in capital goods sector
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Figure 3.6 The proportions of unsecured debt in capital goods sector
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The short-term sources are working capital advanzg&%, cash
credit/packing credit/ bills discounted contribut&% and secured loans from
other is 4% of the total secured debt. Figure 3h®ws the distribution of

secured debt in the capital goods sector.

The figure 3.6 shows the distribution of unsecurddbt under the
capital goods sector. 26% of the unsecured debbaets for long-term debt.
The long-term debts are debenture / bonds, 23% daqbsits 3%. 74 % of the
unsecured debt financed through short-term sourddse short-term sources
used by the sectors are Loans from bank accountstlie 58%, unsecured
loans from others 6%, deferred tax 4%, commerciapgxr 3%, loans from

group of companies, deferred liabilities and adves1d % each.

3.3.4 Chemical and petrochemicals sector:

This sector consists of 11 companies. The figur& 3hows the detailed
distribution of secured debt of Chemical & petroatieals sector. 74 % of
the secured debts are long-term. The long-term lcansists of term loan
from bank is 33%, term loan from institutions is %land non-convertible
debenture is 20%. Short-term debt accounts 26% haf total secured debt.
The Working capital advance is 15%, cash credit/chkag credit/bills

discounted is 9% and other secured loans 2%.

Under unsecured debt 22% accounts for long-termtd&he long-term
debts are debenture/ bonds, 18% and deposits 4%hort-term debt accounts

78% of the total unsecured debt. Loan from banksoaints for 63%,
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unsecured loans 6%. Commercial paper, deed tax, and advances contribtl
3% each. The figure 3.8 shows the distribution asecured debt in chemic.
& petrochemical sector.

Figure 3.7 The proportions of secured debt in chemical & petrochemicals
sector
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Note: the percentage is calculated usinn year average (20(-2011)

Figure 3.8 The proportions of unsecured debt in chemical &
petrochemicals sector
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3.3.5 Consumer Durables sect:

Figure 3.9 The proportions of secured debtsin consumer durables sector
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Note: the percentage is calculated using ten yeaerage (200-2011)

Figure 3.10 The proportion of unsecured debt in consumer durables

sector
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This sector consists of only 8 companies. 53% of thtal secured debt
accounts for long-term debt. Under this term loaanf bank stands for 47%,
debenture 5% and term loan from institutions 1%heTshort-term debts are
working capital advance 38%. Secured loans fromeosh 5% and cash
credit/packing credit/bills discounted 4%. The frgu3.9 shows the detailed

list of distributions of secured debt.

The figure 3.10 shows the subdivision of unsecuixbt among the
consumer durable sector. 41% of the total unseduwebt holds by long-term
sources. Out of this debenture/ bonds, accounts 6% and deposit 3%.
Short-term debt consists of 59% of the total ungedudebt. They are term
loan from bank 52%. Loans from group of companieddh4%. Commercial

paper, unsecured loan from others and deferredlfaxeach.

3.3.6 Diversified sector:

A total of 8 companies are there in the diversifisector. 71% of the
total secured debt consists of long-term debt untdaes term loan from bank
accounts for 56 %, term loan from others 6%, nomwertible debenture 5%,
term loan from institutions and deferred credit/réhipurchase 2% each..
Short- term debt consists of 29% of the total sedurdebt. The working
capital advance is 20%, cash, credit/packing crleditls discounted consists
of 8% and secured loans from others 1%. The Fig3rdl shows the

distribution of secured debt of diversified sector.
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Figure 3.11 The proportions of secured debts in diversified sector
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Figure 3.12 The proportions of unsecured debtsin diversified sector
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Under the unsecured debt 31% is covered by -term debt, they ar
debenture/ bonds 26% and deposits 5%. Under -term debt loan fron
bank is 52%, commercial paper 6%dvances 4% and unsecured loan fr
others 3%. The figure 3.12 displays the distribumtiof unsecured debt in th
diversified sector.
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3.3.7 FMCG sector:

Figure 3.13 The proportions of secured debtsin FMCG sector
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Accured & Due _Secured Debentures Debentures from
0% Loans 0% — Government of
Institutions .
Others India

0,
2% 2% 0%

Cash Crecit
/Packing Credit/
Bills Discounted

8%
Deferred Credit
/ Hire Purchase
1%

lerm Loans Others
2%

Note: the percentage is calculated usiten year average (20(-2011)

Figure 3.14 The proportions of unsecured debtsin FMCG sector
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Under FMCG sector, there are 22 companies. Therggd.13 shows th:

distribution of secureddebt in FMCG secto 68% of the total secured de
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under FMCG sector is financed through long-term re@s such as Term loan
from bank 50%, Non- convertible debenture 13%, tdoan from institutions

and term loan from others 2% each, deferred creligher purchase is 1%.
Short- term sources, mainly financed through; waikicapital advances 22%,
cash credit/packing credit/bills discounted 8% aatured loans from others

2%.

The figure 3.14 shows the distribution of unsecureebt in FMCG
sector. 23% of the total unsecured debt is finantlebugh long-term debt.
They are Debenture/ bonds 15%And deposits are 8%. Under short-term
debt; loan from bank 62%, unsecured loan other8%s and deferred tax is
4%, commercial paper 2%, loan from group of com@anR% and advances

1%.

3.3.8 Healthcare sector:

Healthcare sector consists of 29 companies. 60%hef total secured
debts are long-term in nature. Under the long-tetabt; term loan from bank
accounts for 43%, term loan from institutions 7%nAconvertible debenture
6%, term loan from others 3% and deferred creditghler purchase 1%.
Under short-term debt; working capital advancesndta24%, cash credit/
packing credit/ bills discounted is 16%. The figur&. 15 shows the

distribution of secured debt in the healthcare sect

Under unsecured debt 57% are long —term in nature eest is short-
term. Under long-term debenture/ bonds is 56% arepokits 1%. Under

short- term debt; loan from banks 36%, unsecurednldrom others 3%,
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deferred tax 2%, andeferred liability 1% and loan from group of compas
1%. The figure 3.16 shows the distribution of totahsecured debt unde

healthcare sector.

Figure 3.15 The proportions of secured debts in healthcare sector
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Figure 3.16 The proportions of unsecured debtsin healthcare sector
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3.3.9 Housing related sector

Figure 3.17 The proportions of secured debt in housing related sector
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Figure 3.18 The proportions of unsecured debtsin housing related sector
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This sector consists of 36 companies. Total 81%he secured debt i
covered by longerm debt. And rest shc- term debt. Under lon-term debt

45% consists of term loan from bank, r- convertible debenture 13%, ter
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loan from institutions 11%, term loan from other%6 convertible debenture
and deferred credit/ higher purchase 3% each. Umgleort- term sources
they have opted working capital advances 13%, casddit/ packing credit/
bills discounted 5%, and secured loan from othe¥s 1The figure 3.17 shows

the distribution of secured debt under housing redasector.

Under unsecured debt 34% are long-term debt andrése 66% consists
of short- term debt. Under long-term debt debenthreonds, accounts 24%
and deposits 10%. Under short-term debt; loans filwank 29%, deferred tax
11%, commercial paper 9%. Unsecured loan from othand advances 5%
each, deferred liability 4% and loan from groupaampanies 3%. The figure

3.18 shows the distribution of unsecured debt im$iog related sector.

3.3.10 Information Technology:

This sector consists of 24 companies. 57% of thealtosecured debt is
financed through long-term sources and the restthsough short-term
sources. The various long-term sources’ contribatie term loan from bank
26%, non-convertible debenture 27%, and term loeomf other and deferred
credit / hire purchase 2% each. The various shertmt sources used are
secured loan from others 21%, cash credit /packengdit/ bills discounted
13% working capital advance 9%, and The figure 3sh®ws the distribution

of information technology sector.
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Figure 3.19 the proportions of secured debt in information technology
sector
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Figure 3.20 The proportions of unsecured debts in information technology
sector
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19% of the total unsecuredebt is debenture/ bondbat are lon-term
in nature. 51% of the unsecured debt is loans flimamk, 20% are unsecure
loan from others, commercial paper and deferredbilities 4% each.

advances and loan from group companies 1% eachshogi-term in nature.
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The figure 3.20 shws the distribution of unsecured debt

information technology sect.

3.3.11 Media & publishing secto

undthe

Figure 3.21 The proportions of secured debtsin media& publishing sector
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Figure 3.22 The proportions of unsecured debts in media& publishing

sector

Deferred Tax
0%

Deferred Liahilities
0%
Loans from
GOl/ PSUs
0%
Advances
1%

Unsecured Loans
Others
2%

DEPOSITS
5%

Accrued Interest

0%

Loans from Group
Cos
2%

Note: the percentage is calculated

using ten yeaerage (200-2011)

173 | Page



This sector represents eight companies. 70% ofttttal unsecured debt
is financed through long-term sources. Such as téomn from bank 61%,
term loan from others 5%, non-convertible debentdgé, partly convertible
debenture and term loan from institution 1% eac©%3of the total unsecured
debts are short-term in nature, it consists of wogkcapital advance 14%,
cash credit/ packing credit/ bills discounted 12%dasecured loan from
others is 4%. The table 3.21 shows the distributadnsecured debt in media

& publishing sector.

25% of the total unsecured debts are long-term a@&tune. Long-term
debt consists of debenture/ bonds 20% and deposits 75% of the total
unsecured debt accounts for short-term in naturbe Warious short—term
debts are; commercial paper and loan from bank 2dd8h and loan from
institutions 22%. Unsecured loan from others andanlofrom group of
companies 2% each and advances 1%. The figur@ 3Rows that the

distribution of unsecured debt under media and mHhihg sector.

3.3.12 Metal, metal products & mining sector:

A total of 26 companies are representing this sect85% of the total
secured debts are financed through long-term saurdée various long-term
source and contribution to the total secured detd term loan 47%, non-
convertible debenture 20%, and term loan from ingions 10%, term loan
from others 6% deferred credit/ higher purchase a@odvertible debenture
1% each. Only 15% of the total secured consistssbért-term debt. the

major short- term debt are working capital advanceEs’ , cash credit/
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packing credit/ bills discounted 3% and securednldaom others 1% .TF
figure 3.23shows the distribution of secured debt in metal tahg@roduds &
mining sector.

Figure 3.23 The proportions of secured debt in metal, metal products &
mining sector
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Figure 3.24 The proportions of unsecured debt in metal, metal products &
mining sector
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The figure 3.24shows the distribution olunsecureddebt in metal, meta
products & mining sector. 25 % of the totunsecureddebts arelong-term in
nature. It consists oflebenture/ bon¢, 22% and deposits 3%. Under t
short-term debt; loa from bank contributes 46%, secured loan from othel
23%, advance 4%. @dnmercial paper, deferred tax stands 1% e¢

3.3.13 Miscellaneousector:

Figure 3.25 The proportions of secured debts in miscellaneous sector
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Figure 3.26 The proportions of unsecured debts in miscellaneous sector
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This sector consists of 12 companies the figure 53.2&hows the
distribution of secured debt in miscellaneous secé®% of the secured debts
are covered by long-term debt. They are; term Idamm bank 35%, non-
convertible debenture 13%, term loan from instiouns 10% term loan from
others and deferred credit/ higher purchase eadapatts 1%. Under short-
term debt; cash credit/ packing credit/bills disabved 24%, working capital

advance 11%, interest accrued & due 4% and secload from others 1%.

43% of the total unsecured debts are financed tghodong-term
sources. The long-term sources are debenture/b@%¥ and deposits 9%.
57% of the unsecured debts are short- term in reatdthe various short-term
sources are loans from bank 50%, unsecured loawsn fothers 5%, and
commercial paper 1%. The figure 3.26 shows the rdbsttion of total

unsecured debt in miscellaneous sector.

3.3.14 Oil & gas sector:

A total of 20 companies are representing this sectdhe figure 3.27
shows the distribution of secured debt in oil & gasctor. 69% of the total
secured debt consists of long-term debt such amtbran from bank 23%,
non-convertible debenture 36% term loan from instidons 9% and deferred
credit/ higher purchase 1%. The various short-tespurces statistics are
working capital advance 21%, secured loan from 0$h&% and cash credit/

packing credit/bills discounted is 2%.
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gas sector.

Figure 3.27 The proportions of secured debtsin oil & gas sector
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Figure 3.28 The proportions of unsecured debtsin oil & gas sector
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The figure 3.28shows the distribution ounsecureddebt under Oil &

Longterm debts represent only 2% of the tounsecured debt.

Debenture/ bonds and deposits contribute 1% € The rest 98% represent

by short-termsources. The varioushortterm sources contribution ai loans
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from banks 71%unsecurecloan from others 22% and loan from institution

commercial paper and loan from GOI/PSU each conitrebl %

3.3.15 Power sector:

Figure 3.29 The proportions of secured debt in power sector
Interest

Secured Borrowings from
Working Capital

accured Loans Others Government of __Partly Convertible _
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0% 13%
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1%
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Note: the percentage is calculated using ten yeaerage (200-2011)

Figure 3.30 The proportions of unsecured debt in power sector
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There are 18 companies’ represents this sectore fijure 3.29 shows
the total secured debt in power sector. Under sedudebt long-term debt
constitutes 94% and the remaining short-term delNon-convertible
debenture 47%, term loan from bank 19% , deferceedit/ higher purchase
13%, term loan from institutions 14% and term lolaom others 1% are the
contribution from long-term debt. Short-term deb#&se working capital
advance 3% and secured loan from others 3%. 15%efunsecured debts are
long-term in nature. Debenture/ bonds 12% and d&gs03% are the long-
term sources used by the sector.

The major short-term debts used by the companieshis sector are
loans from bank 59%, un secured loans from othed 1 loans from
institutions 7% and loan from GOI/PSU 5%. The figuB.30 shows the

distribution of unsecured loan in power sector.

3.3.16 Telecom sector:

This sector comprises of 11 companies. 87 % of slkeeured debt is
financed using long-term sources. It consists ofnmdoan from bank 59%,
term loan from institutions 15%, term loan other$6,6 non-convertible
debenture 5%, and deferred credit / higher purchassed convertible
debenture 1% each. The short-term sources usedvarking capital advance,
secured loan from others 6% each and cash credikipg credit/ bills
discounted 1%. The figure 3.31 shows the distribatiof secured debt under
telecom sector. 88% of the unsecured debts arentied through short-term

sources. The various short-term sources and it kbation in total unsecured
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debt areloan from bank 61%, unsecured loan from othel%, advances 49
and loan from institutions and commercial paper &%ch.Long-term source
consist of debenture/bonds holds 12The figure 3.32shows the distributio!

unsecuredebt in telecom sect.

Figure 3.31 The proportions of secured debtsin telecom sector
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Figure 3.32 The proportions unsecured debt in telecom sector
DEPOQSITS —, Debentures / Bonds
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3 3.17 Textile sector:

Figure 3.33 The proportions of secured debts in textile sector

Secured Partly Convertible Borrowings from ~ Convertible
Interest Loans Others Debentures __ Government of __ Debentures
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Note: the percentage is calculated using ten yeaerage (200-2011)

Figure 3.34 The proportions of unsecured debts in textile sector
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This sector consists of 10 companies. 75 % of tomlt secured dekb
comprises of long-terndebt and rest shc-term debt. Term loans from banl

54%, Nonconvertible debenture 9%, Term Iloan from institutions a
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Deferred credit/higher purchase 5% each and teranlerom others 1%. The
short-term debt used by the companies in this swsct@mre working capital
advances and cash credit/packing credit/ bills distted 12% each and
secured loan from others 1%.. The figure 3.33 shaWwse distribution of

secured debt under textiles sector.

15% of the total unsecured debt is covered by ldagn debt, they are
debenture bonds 13 % and deposits 2%. 85% of theltunsecured debt is
covered by short-term debt. The major short-termbtde used by the
companies in this sector are loan from banks 58%feded tax 15%,
commercial paper 5%, and unsecured loan from othé6s loans from group
of companies, advances and loans from instituti@fs each. The figure 3.34

shows the distribution of unsecured debt under ilexsector.

3. 3.18 Transport equipment sector:

This sector consists of 23 companies. 66% of thaltadebts are long-
term in nature. the long-term debts are term loaonf banks 24% non-
convertible debenture 31%, deferred credit/ higlperchase 6%, term loan
from institutions 3% and term loans from others 2¥he statuses of various
short-term debts are cash credit/packing creditsbitliscounted 24% and
working capital advances 10%. The figure 3.35 shotwe distribution of

secured debt in transport equipments sector.

Under Unsecured long-term debt holds 27%. Debentureds 15 % and
deposits 12%. Rest are holds by short- term debtge short-term debts are:
unsecured loan from others 32%, loans from bank 2P¥%ferred tax is 6%,
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commercial paper is 5%, loan from institutions % 4deferred liability 2%.
advances and loan from GOI/PSU is 1% ei The figure 3.36 shows th

distribution of unsecured debt in transport equipmsector

Figure 3.35 The proportions of secured debt in transport equipment

sector
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Figure 3.36 The proportions of unsecured debt in transport equipment
sector
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3.4 Findings

After examining the proportion of different debt @wlce made by the
Indian firms, we can conclude that under securettdall the sectors have
taken term loan from bank. Moreover, term loan frdrank contribute the
major percentage share except sectors such asnrdbon technology and oil
& gas, in these sectors term loan from bank is seEond major source of
secured debt. And in transport equipment it is ma@vithe third major
percentage share. However the overall sample shitnas term loan from the

bank has highest (34.77) percentage share in thed s®cured debt.

Next to the term loan from bank non-convertiblebdature holds the
second major percentage share (25%) in total setwebt. All the sectors
have issued non-convertible debenture. However ghetors such as power,
oil & gas, transport equipment and information teochogy non-convertible
debenture having the major percentage share in tdtal secured debt.
Moreover the sectors like capital goodsetal, metal products & mining non-
convertible debenture hold the second major peragatshare in the total
secured debt. Some of the Indian firms are issysdtly convertible
debenture and convertible debentures. Housing eelaimedia & publishing
and power sector are having partly convertible ddbee. However the total
percentage share of partially convertible debenturetotal secured debt is
less than 1.5 percentages. Moreover the overathpda also shows the
percentage share in partly convertible debenturé¢oital secured debt is only

0.01 percentages. The sectors such as capital goodsmicals &
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petrochemicals,

diversified,

healthcare,

housing lated,

information

technology, metal, metal products & mining, oil &g, telecom, textile and

transport equipment are issued convertible debentiHowever the overall

sample shows the percentage share in a convertibbenture in total secured

debt is only 0.50 percentages.

Table.3.1shows the detailed percentage share ofheaomponent

secured of Indian companies.

Table 3.1 Sector wise findings on proportions of secured debt in Indian

companies (percentage)

Sectors Defe Cash Borro
Ter rred Credit Work | Inter | wings | Secur
Partly Non m Cred | /Packing ing est from ed
Conve | Conve | Converti Term Loa it/ Credit/ | Capit | Accu | Gover | Loan
rtible rtible ble L oans Term ns Hire Bills al red nment S
Debent | Debent | Debentu | Institu | Loans | Othe | Purc | Discoun | Adva & of Other
ures ures res tions Banks rs hase ted nces Due India 5
Agriculture 0.00 0.00 8.04 6.39| 33.11 2.34| 3.39 20.10 17.18  0.17 1.1) 8.17
Capital
Goods 0.00 0.31 19.85 4.62| 25.65 1.79| 5.50 15.24 22,71  0.18 0.19 3.96
Chemical &
Petrochemic
al 0.00 0.38 19.94 20.65| 32.61 0.42| 031 8.76 14.76 0.0 0.0p 2.07
Consumer
Durables 0.00 0.00 5.08 0.47 | 46.89 0.04| 0.20 4.14 37.85 0.00 0.0p 5.32
Diversified 0.00 0.14 4.58 2.13| 55.91 6.43 1.60 8.57 19.85  0.04 0.0p 0.73
FMCG 0.00 0.00 13.07 1.66| 50.46 2.45| 0.79 8.19 214y 0.0 0.0D 1.83
Healthcare 0.00 0.09 5.67 6.74 | 42.60 3.04| 0.90 15.96 2448 0.00 0.0p 0.51
Housing
Related 0.01 2.60 12.58 11.02| 44.99 6.26| 3.36 4.47 1345 0.04 0.2p 0.95
Information
Technology 0.00 0.45 27.15 0.04 26.23 1.59 2.01 13.25 8.6 0.08 0.0[L 2057
Media &
Publishing 1.15 0.00 1.58 0.99| 60.62 5.08| 0.50 11.71 14.57  0.00 0.0p 3.79
Metal M etal
Products &
Mining 0.00 0.56 19.88 10.01] 47.12 6.01 1.32 3.02 10.88 0.2D 0.0D 1.05
Miscellaneo
us 0.00 0.00 12.65 10.38| 35.36 1.07 1.07 23.81 10.77  3.76 0.0p 1.13
Oil & Gas 0.00 0.07 36.11 8.40 22.89 0.29 1.23 2.18 2042  0.0p 0.0p 8.40
12.4
Power 0.03 0.00 46.83 14.48 | 18.78 141 9 0.33 3.08 0.05 0.00 2.57
Telecom 0.00 1.21 5.46 14.63| 59.28 5.94| 0.62 0.93 5.79 0.4B 0.00 5.10
Textile 0.00 0.08 9.56 5.02| 53.92 1.62| 4.99 11.96 12.28  0.00 0.0p 0.57
Transport
Equipments 0.00 0.19 31.09 3.10 23.77 1.73| 584 24.13 9.96 0.00 0.1p 0.90
Total sample 0.01 0.50 25.00 9.40| 34.77 2.85| 4.40 6.17 13.28 0.1p 0.0p 3.37
Note: first step for each sector averages haverbealculated for the study period. Then

the second step percentage of each component obthain
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Coming to the Term loans from institutions, all teectors have taken
term loan from institutions. However the chemicalp&trochemicals having a
second major percentage share in the total secdedat. The overall sample
shows term loan from institution has 9.40 percehare in the total secured
debt. But in case of Term loans from others, &lé tsectors have taken term
loan from others. However the overall sample shaeem loan from others

has only 2.85 percent share in the total secureat.de

Some of the companies have borrowed from Governmehtindia.
From the sectors like agriculture, capital goodspusing related, and
information technology and transport equipment férinmorrowed money from
the government. However the overall sample showsrdeings from the
government of India have only 0.09 percent sharesécured debt. Moreover,
secured loans from other than this source also haeen taken by the firms.
Except transport equipment all the other sectorsitwi@r a secured loan from
other sources. Agriculture, oil & gas and infornmatitechnology are having
more percentage share among the other sectors.tiBubverall sector shows

secured loan from others has only 3.37 percentsharsecured debt.

If we look at the short-term secured loans, all thectors have taken
deferred credit/ hire purchase. However the powectsr (12.54%) has the
major percentage share of deferred credit/ hirecpase in comparison to
other sectors. The overall sample shows deferreaditf hire purchase has

only 4.40 percent share in the secured debt.
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In case of cash credit /packing credit / bills absinted all the sectors
have taken cash credit /packing credit / bills aisoted. However,
agriculture (20.10%), miscellaneous (23.18%) andan@port equipment
(24.13%) sectors it is having the second major petage share in the
secured debt. Moreover the sectors such as capg@mdds, healthcare,
information technology and textile having more than percentage share in
the secured debt. The overall sample shows castittfpacking credit / bills

discounted have 6.17 percent share in the secuedd. d

Approaching to working capital advance it is havititge major share in
short term secured debt. All the sectors have makerking capital advances.
The consumer durables sector is having the majorcemtage share in
comparison to other sectors. Moreover the sectarshsas capital goods,
consumer durables, diversified, FMCG, healthcareuding related, media &
publishing and textile working capital advance hayithe second major share
in total secured debt. However the overall samphovws working capital
advance have 13.28 percent share in the secured dkis is the third major

percentage share in total secured debt.

Looking into the interest accrued & due, the sestguch as consumer
durables, healthcare, media & publishing, textitedaransport equipment are
not having interest accrued & due in secured délltthe reaming sectors are
having interest accrued & due. However the percgatahare of interest

accrued & due is only 0.16.
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Table.3.2 shows the detailed percentage share afh eaomponent

unsecured of Indian companies.

Table 3.2 Sector wise findings on proportion of unsecured debt in Indian
companies (parentage)

Loa
ns
Sectors from Loans | Loans Defer | Accr Unsecu
Debent | Gro L oans from from red ued | Defer | Comme red
ures/ up from I nstit GOl / | Advan | Liabil | Inter red rcial Depos | Loans
Bonds | Cos Banks | utions | PSUs ces ities est Tax Paper its Others
Agriculture 21.25 7.20| 45.79 0.53 0.46 2.79 1.90 0.0p 0.49 2.14 5.85 1207
Capital
Goods 22.99 0.99| 57.80 0.16 0.00 1.22 0.95] 0.06 4.10 2.53 3.00 6.19
Chemical &
Petrochemic
al 17.94 0.01| 63.03 0.21 0.00 3.49 0.12] 0.04 2.56 2.64 4.39 5.%8
Consumer
Durables 36.59 3.59| 5257 0.07 0.00 0.01 0.00| 0.0D 1.46 0.64 3.85 1.22
Diversified 25.73 3.89| 51.68 0.09 0.00 411 0.07| 0.14 0.02 5.81 5.29 3.12
FMCG 14.78 2.36| 62.18 0.04 0.00 0.46 0.11] 0.08 4.24 2.14 8.44 5.18
Healthcare 55.71 0.60| 35.76 0.28 0.00 0.26 0.47| 0.0D 2.37 0.24 1.28 3.04
Housing
Related 23.69 2.79| 29.24 0.50 0.00 4.70 3.99 0.0 10.Y6 9.27 9.81 5.24
Information
Technology 19.34 0.57| 50.81 0.03 0.20 0.88 3.89 0.0p 0.03 4.42 0.83 1961
Media &

Publishing 19.85 2.14| 23.88 21.88 0.00 0.49 0.23 0.14 0. 23.96 4.98 2.46

Metal,Metal

Products &
Mining 22.51 0.03| 45.98 0.00 0.05 3.64 0.25 0.0p 1.13 0.64 2.90 22,88
Miscellenous | 33.87 0.14| 49.67 0.04 0.00 1.32 0.00 0.08 0.27 1.3 8.45 4.86
Oil & Gas 0.95 154 | 70.71 1.14 0.77 0.35 0.03 0.0p 0.28 1.29 1.14 21,80
Power 11.50 0.02| 58.72 6.51 5.24 0.07 0.04 0.0p 0.35 0.34 3.09 1406
Telecom 12.24 0.03| 60.63 0.43 0.00 3.90 0.35 0.0p 0.31 0.77 0.03 2124
Textile 13.46 1.38| 5757 0.94 0.00 1.23 0.48 0.0 15.11 4.54 178 3.48
Transport
Equipments | 15.36 0.00| 21.71 4.04 0.94 1.35 1.88 0.18 5.79 5.0] 12134 @14
Sampleasa
total 12.53 1.14| 56.98 1.93 1.23 1.33 0.54 0.0p 1.64 1.99 3.07 1762

Note: first step for each sector averages haverbealculated for the study period. Then
the second step percentage of each component obtain

However the percentage shares of various souré¢amsecured debt in
Indian firms are. The entire the sectors have isisdebenture/bonds. While,
the healthcare sector debenture/ bonds hold theomag¢rcentage share in the
unsecured debt. Capital goods, consumer durabthsersified, FMCG,
housing related, miscellaneous and textile in thegetor debenture/ bonds
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has the second major percentage share in unsecueldt. Moreover
information technology, metal, metal products & nmg, transport equipment
have a third major percentage share in unsecurdat.ddowever the overall
sample shows debenture/ bonds having a 12.53 pérskare in unsecured
debt.

There are firms which go for loans from group comjes. Except
transport equipment all other sectors have opted foans from group
companies. The percentage shares by loans from proampanies are
negligible. The overall sample shows loan from gvocompanies has only

1.14 percent share in the unsecured debt.

The overall sample shows loan from the bank is hgva 56.98 percent
share in unsecured debt, it holds highest percemtslgare in unsecured debt.
All the sectors have taken loan from bank. It holdse major percentage
share in unsecured debt among sectors such as wgrie, capital goods,
chemical & petrochemicals consumer durables, dsvfeed, FMCG, housing
related, information technology, metal, metal protku & mining,
miscellaneous, oil & gas, power, telecom and textiHowever the sectors
such as healthcare, media & publishing and transpaquipment it has a

second major percentage share in unsecured debt.

At the same time all other sectors except metaltahe@roducts & mining

took loan from institutions. Media & publishing (218) sector are having
highest percentage share of loans from instituti@amsong the other sectors.
All other sectors have a very less percentage shtine overall sample shows

loan from the institution is having only 1.93 pendeshare in unsecured debt.
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Coming to loan from the Government of India / publisector
undertakings (GOI/PSU) the sectors like agricultuimeformation technology,
metal, metal products & mining, oil & gas, powerdatransport equipment
are taken. However the overall sample shows loamfiGOI/PSU is only 1.23
percent of unsecured debt. Moving to deposits, gveector has taken
deposits. The transport equipment sector has thghdst (12.34) percent
share among other sectors. However the overall $ampows deposits have

only 3.07 percent share in unsecured debt.

The entire the sectors have gone for an unsecuped Ifrom others.
The transport equipment sector has the highest4@)lpercent share among
other sectors followed by metal, metal products &img (22.88), oil &gas
(21.80) telecom (21.24), information technology (89®) and agriculture
(12.54) percent share in unsecured debt. However dherall sample shows
that unsecured loan from others is 17.62 percentimidecured debt, holds the

second major contributor to unsecured debt.

If come across into short-term unsecured debt ladl $ectors are having
advances. But the percentage share in unsecurédtl ideless than 5 percent
in all sectors. The overall sector shows advancasticbute only 1.33 percent
of unsecured debt. In case of deferred liabilitiescept consumer durables
and miscellaneous sector all the sectors have dedetiabilities. However
the overall sample shows deferred liabilities arelyo 0.54 percent of
unsecured debts. Moreover, accrued interest issehoexcept consumer
durables, healthcare, information technology, metahetal products &

mining, oil & gas and power sectors all the othesc®rs have accrued
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interest. However the overall sample shows accruetkrest is only 0.02

percent of unsecured debt.

Moving to Deferred tax except media & publishindl ahe other
sectors having deferred tax. The textile sector tteeshighest (15.11) percent
share in unsecured debt, among other sectors. Hewé¢ke overall sample
shows deferred tax only 1.64 percent of unsecurezbtd In case of
commercial paper every sector issue commercial papwever media &
publishing sector has the highest (23.96) percdrdre among other sectors.
Moreover, in media & publishing sector commerciapgr holds the major
percent share in unsecured debt. The overall sampbws commercial paper

has only 1.98 percent of unsecured debt.

3.5 Chapter Summary

This chapter looks into the various sources of dedpital available for
the Indian companies. Among the available sourcdsctv are the sources
they are mainly opted in their debt capital struetuWith the collected data
for the analysis we have used simple percentage @edchart for displaying
the results. The study identifies that during thedy period on an average
loan from bank has been chosen by the companiesna®r sources in all
most all sectors and the overall sample under sed¢uwebt, followed by non-
convertible debenture, working capital advancesanidrom institutions rest

of the components has less contribution. Howevex skectors such as oil & I,
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power and transport equipment non-convertible debem holds the major
share under secured debt. Moreover, loan from kahks more than 50
percent share in total unsecured debt for overald anajority of the sectors.
Debenture/bonds hold second position followed byano from others

remaining components has negligible contribution.

Overall commercial banks are the major sources ebtdcapital for
Indian companies. For both secured as well as umsst debt they are mostly

depending on commercial banks.
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CHAPTER IV

DETERMINANTS OF DEBT MATURITY STRUCTURE

4.1 Introduction

4.2 Variables and Hypothesis
4.3 Model

4.4 Result and Interpretation
4.5 Findings

4.6 Chapter Summary

4.7 References

4.1 Introduction

Mangers choose a debt maturity structure to maxenise value of the
firm (Stephan et al., 2011). The maturity structuwke debt capital is one of
the vital elements of the capital structure decisidebt capital has three
major elements: duration (maturity period), fixedate of interest and
repayment of the principal. Cai et al. (2008) saysn might choose debt
maturity policy to address agency problems. Furthere, firms can signal
the quality of their earnings by choosing a specxifmaturity mix. Moreover,
the corporate debt maturity matters if firms happenconsider flexibility in
financing, cost of financing, and refunding riskDiamond and Rajan (2001)
also emphasize its importance with reference toddreavailability and
financial crises. The theories of corporate debttumay structure were first
designed during the 1980s and early 1990s (Barnealg 1980; Brick and

Ravid, 1985; Flannery, 1986; Lewis, 1990; Diamoni91). The theories
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based on signalling (Flannery, 1986; Kale and N&890) and agency costs
(Myers, 1977; Barnea et al., 1980) favour the ussloort-term debt. The tax-
based theories show the benefit of long-term debtidk and Ravid, 1991).
The empirical tests of debt maturity structure o$ Wirms started during the
mid 1990s (Barclay and Smith, 1995; Guedes and Qpl®96; Stohs and
Mauer, 1996) and the research continues (Johns6632Berger et al., 2005;
Datta et al., 2005; Billett et al., 2007). Recentigsearchers have focused on
the determinants of corporate debt maturity struwetun Western Europe

(Ozkan, 2000; Antoniou et al., 2006) and in Jap@mi(et al., 1999).

The debt maturity structure has not yet receivedchmuattention in
Indian context. Moreover, most of the existing siesl of debt maturity
structure predominantly focussed on developed cdest To contribute to the
existing literature in Indian context, this papeashbeen formulated. The
objective of the study is to investigate the poiaehdeterminants of the debt
maturity structure of Bombay Stock exchange (BSEQO5index listed

companies during the period 2002-2011.

The Bombay Stock exchange is the oldest, Asia latgdock exchange
and world’s third biggest stock exchange in ternfsvolume of transactions.
As India is the second biggest emerging economyrafthina and having a
steady economic growth during the study period. Heer the Indian debt
market still is not yet established as well as getting much attention from
the corporate sector. Banks are the major sourdedett capital for Indian
companies. This would have a different implicatioon behalf of the

rigorousness of agency theory, information asymmnestr bankruptcy and
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taxation. Moreover, India is a mixed economy havimgmber of government
owned or controlling companies and private sectompanies. Consequently,
it is exciting to see the debt maturity theoriesrevalesigned especially with

respect to developed economies to the companidbenemerging economies.

The debt maturity may be defined as the compositeérshort-term and
long-term debt in the debt capital structure ofnig. The proportionate
relation between debt instruments with varying nrates in the debt capital
is called debt maturity. The definition of debt maty is the most
controversial issue in the debt maturity literatudreecause there are
significant differences among the researchers ot measurement of debt
maturity. However, the balance sheet approach is pheferred method for
measuring debt maturity among finance researchelfee debt maturity
(DEBTMAT) is defined as the ratio of long-term debptTD) to total debt
(TD). The long-term debt (LTD) is defined as thaarp of the total debt,
which matures in more than one year, excluding ploetion of long-term debt

that matures in the current year.

4.2 Variable and Hypothesis

The debt maturity theories and their proxies foe tetudy: The study
considers the available debt maturity theories inder to derive the

dependent and independent variables in the analysis
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4. 2.1 Dependent variables:

In our study, the dependent variables are debt matuLTDTD. The
ratio of long-term debt to total debt to measurédmaturity (Stephan et al.

2011, Cai et al. 2008, Antonious et al. 2006, Baycand Smith. 1995).

4.2.2 Independent variables:

Antoniou et al. (2006) and Stohs and Mauer (19963s divided the
main debt maturity theories into four categoriegeacy costs, signalling and
liquidity risks, matching and tax effect theorietlnder each theory, we
discuss the corresponding proxies and define theéasurement to test the

theories.

4.2.2.1 Agency theory:

Underinvestment problem. Myers (1977) argues thatai firm is
financed by risky debt, managers who act in equatgers' interests may
refuse to take projects with a positive net presealtue because they want to
reduce the higher probability of default on riskeld. He argues that this
underinvestment incentive can be controlled by isgushort-term debt which
matures before the investment option is exercisarnea et al. (1980) agree
with the Myers' approach to eliminate underinvestindy short-term debt.
Furthermore, they argue that both shortening dehtunity and issuing long-
term debt with a call provision have identical efte in eliminating this

agency cost. Datta and Iskandar-Datta (2000) exanansample of US bond-
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IPOs from 1971 to 1994 and find a negative relatimetween debt maturity
and future growth opportunities.

Overinvestment problem: Hart and Moore (1995) arghat long-term
debt can control management's overinvestment pmobhhen firms have
future growth opportunities. They argue that ifmis have little or no long-
term debt, managers have more incentives to invegtegative NPV projects
to get more perquisites. They conclude that theirmpt debt maturity may be

derived from the trade-off between costs and betsedif short-term debt.
Proxies for agency theory

Growth opportunity: we measure the growth opportynlby using the
variable GROWTH which is the sales growth to tosaslset growth. If growth
opportunities are high, a firm should use more d$herm debt, in the
overinvestment theory, long-term debt can help omtcol the overinvestment
behavior of management, which means the sign of ®R® should be
positive. Our empirical hypothesis, therefore, ibkat debt maturity is
directly related to the GROWTH
Hi: There is no significant relationship between gtbwopportunity and debt

maturity
Ho: There is a positive relationship between growtbportunity and debt

maturity

Firm’s size: Warner (1977) finds that the ratio b&dnkruptcy costs to
firm value tends to decrease as the firm size iases. Titman and Wessel

(1988) suggest that small firms tend to be financley short-term debt

200 | Page



because they may face high transaction costs wihely issue long-term debt
or equity. We measure a firm's size (LNSA) by thatural logarithm of its

total sales. We assume that debt maturity is disecélated to firm size.

Hi: There is no significant relationship between semed debt maturity

Ho: There is a positive relationship between size aredt maturity

4.2.2.2 Signaling and liquidity risk theory

Separating equilibrium. Flannery (1986) argues thatthe market
cannot distinguish between good firms and bad firmeod firms may choose
to issue short-term debt to signal their qualithig happens if long-term debt
faces higher credit deterioration than short-terembtd and only good firms
can afford the positive transaction costs of rokovof short-term debt.
Extending Flannery's work, Kale and Noe (1990) iate that even without
the transaction costs in choosing debt maturitye thlannery's separating
equilibrium may still exist. They argue that if trohanges in firm value are
positively correlated, good firms will issue shadrm debt and bad firms

will issue long-term debt.

Titman (1992) also extends Flannery's separatinguilgarium.
Departing from Flannery's work, he includes intdregate uncertainty and
financial distress costs. He argues that firms wéahfavorable future may
borrow short-term debt and swap the floating-rat@ligation for the fixed

rate obligation in order to achieve the optimaldnting structure.
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Control rents and liquidity risk. Diamond (1991)dircates the optimal
debt maturity is attained by trading off betweere thenefit of short-term debt
and liquidity risk. He argues that if control renése very high, borrowers
may issue long-term debt to avoid high liquidatioasts. Short-term debt is
used to address the information sensitivity. Furthere, he proposes that
there is a non-monotonic relationship between debaturity and the
borrower's credit rating. Firms with very high amnvery low credit ratings
choose short-term debt, and firms with medium ctediting tend to choose

long-term debt.

Proxies for signaling and liquidity risk theories:

Firm’s quality: Diamond (1991) proposition that delnaturity and
credit ratings are non-monotonically related. Dwethe lack data relating to
the credit rating of the companies We measure farnguality as earnings
before interest and tax to net sales (PROFIT). Tstedy expects debt

maturity to be inversely related to firm’s quality.

Hi: There is no significant relationship between fgmuality and debt
maturity

Ho: There is a negative relationship between firmsahty and debt maturity

Liquidity: Myers and Rajan (1998) introduced a padoa theory of
liquid assets. Intuitively, highly liquid firms shiéd have ample cash flows to
repay their debt. Thus, a firm with a large amouwiftliquid assets should
easily obtain external financindgdorris (1992) argues that firms with longer

maturity hold greater liquidity in case they cannoéet the fixed payments of
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long-term debt during economic recessions. We meaduquidity (CR) by
current assets to current liabilities ratio. Thaidy predicts debt maturity

will be directly related to liquidity.

Hi: There is no significant relationship between lidity and debt maturity

Ho: There is a positive relationship between liquyddand debt maturity

Leverage ratio Morris (1992) argues that long-term debt may help
firms to postpone the exposure to bankruptcy ristkerefore, high leverage
firms tend to use long-term debt. Stohs and Mau®®96) indicate that a
large proportion of long-term debt inevitably prazhs a higher value for
average debt maturity. Leland and Toft (1996) cama that the leverage
level relies on the debt maturity, and firms witbwler leverage level tend to
be financed by short-term debt. On the contrarynbie et al. (2000) show
that the leverage is inversely related to debt miayu They argue that this
happens because agency costs of underinvestmentbmdimited by reducing
leverage and shortening debt maturity. We measenedage (TDTA) by the
ratio of the book value of total debt divided byetbook value of total assets.

Debt maturity may be positively or inversely reldte leverage.

H,: There is no significant relationship between lexge and debt maturity
Ho: There is significant relationship between growtipportunity and debt

maturity
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4.2.2.3 Matching principles:

Myers (1977) argues that the diversification of @ssmay increase the
amount of debt the firm can borrow. Furthermore, imelicates that assets
may be regarded as the protection for the repaym&ndebt. In order to
match assets with debt, he suggests that the exposti debt should be
reduced in parallel with the decline in the valuk assets. Hart and Moore
(1994) argue that assets should be matched with 8debause debt should be
matched either with the return streams or with thee of depreciation of the
collateral. The return streams and the collateraésn be both regarded as

assets.

Proxies for matching principles:

Asset maturity: Stohs and Mauer's (1996) was meaduthe asset maturity
(NFADEP) by the sum of the weighted maturity ofroent assets and the
weighted maturity of fixed assets. We calculate treweighted maturity of
fixed assets by the ratio of net fixed assets te tepreciation (NFADEP),
which shows the speed of consuming fixed assetse é¥pect asset maturity
will be positively related to debt maturity.

Hi: There is no significant relationship between atsseaturity and debt

maturity
Ho: There is a positive relationship between assetunidy and debt maturity

4.2.2.4 Tax theories:

Brick and Ravid (1985) test the tax effects withetlexistence of

default risks, agency costs, and a non-flat termucture of interest rates.
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They argue that if the term structure of interestters is increasing, the
optimal financing approach is to issue long-termbtjebecause the interest
tax shield on debt is accelerated with interesesatwhich increase the value
of the firm. On the other hand, if the term strumduof interest rates is

decreasing, it is better to issue short-term debpr&sent.
Proxies for tax theories

Effective tax rate (EFTAX): We measure the effeaitax rate (EFTAX)
with the ratio of tax expense to pre-tax profit. ikaet al. (1985) indicate that
the tax shield advantage is inversely related tbtdmaturity. In other words,
if the effective tax rate is low, then firms prefer issue long-term debt.Thus,
we expect to find a negative relationship betweeabtd maturity and the
effective tax rate.

Hi: There is no significant relationship between etige tax rate and debt
maturity
Ho: There is a negative relationship between effeetitax rate and debt

maturity

4.2.2.5 Macro economic variables:

We have used two macroeconomic variable to testdependence on
debt maturity. The proxies for macroeconomic vatesbare;
Interest rate (PLR): Prime lending rate used toaswge interest rate. Banks

are the major contributor of debt capital in Indiaarporates. So we assumes
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PLR will be an important factor that determine tdebt maturity. We predict

a positive relation between debt maturity and priraeding rate.

Hi:: There is no significant relationship between irdst rate and debt
maturity

Ho: There is a positive relationship between intereaste and debt maturity

Inflation (WPI): We have measured inflation as thehole sales price
prevailing in the country. Wholesale price is hagia major role in deciding
the sales growths. So it directly influences thenpa@any growth. We predict a
negative relation between WPI and debt maturity.

Hi: There is no significant relationship between atilbn and debt maturity

Ho: There is a positive relationship between inflatiand debt maturity

4.3 Model

This study uses the balanced panel data for thdyama A data set
contains observations on different objects studoader a period of time is
called panel data. It is the combination of crogstsonal data and time series
data. In balanced panel data same time periodviailable for all cross-
sections. Panel data allow us to control for vatesbwe cannot observe or
measure like cultural factors or difference in busss practices across
companies; or variables that change over time, bot across entities (i.e.,
national policies, federal regulations, internatabragreements, etc.). This is,

it accounts for individual heterogeneity. With pangata, we can include
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variables at different levels of analysis (i.e. Ques, states, companies,

industries, and sectors) suitable for multileveltoerarchical modelling.

Debt maturity is affected by so many other varebihat are not
included in this study such as the location of fiven managerial efficiency,
marketing strategy, accounting policies, etc. theegence of these other
variables may create inconsistent estimates sonforimizing the effects of
these omitted variables the study is using firm fie control variables.

There are two types of control variables: fixedexdffs and random effects.

Fixed effects explore the relationship between pceakr and outcome
variables within an entity (country, person, compaetc.). Each entity has
its own individual characteristics that may or magt influence the predictor
variables. When using fixed effects we assume thamething within the
individual may impact or bias the predictor or oobtte variables and we need
to control for this. This is the rationale behindiet assumption of the
correlation between entity’s error term and predrctvariables. Fixed effects
remove the effect of those time-invariant charardcs of the predictor
variables so we can assess the predictors’ netceffdnother important
assumption of the fixed effects model is that thodgeme-invariant
characteristics are unique to the individual anawslid not be correlated with
other individual characteristics. Each entity idfdrent, therefore the entity’s
error term and the constant (which captures indinaldcharacteristics) should
not be correlated with the others. If the errormsrare correlated, then fixed
effects is not suitable since inferences may notcleerect and we need to

model that relationship using random-effects
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The rationale behind the random effects model istthunlike the fixed
effects model, the variation across entities isuamsed to be random and
uncorrelated with the predictor or independent wabies included in the
model. The crucial distinction between fixed anchdam effects is whether
the unobserved individual effect embodies elemethtst are correlated with
the regressors in the model, not whether theseced$feare stochastic or not

(Green, 2008, p.183)

If there is a reason to believe that differencesoas entities have some
influence on the dependent variable then we shoudd random effects. An
advantage of random effects is that we can incltidee invariant variables.

In the fixed effects model these variables are abed by the intercept.

Random effects assume that the entity’s error teasmnot correlated
with the predictors which allows for time-invariamairiables to play a role as
explanatory variables. At random-effects we needspecify those individual
characteristics that may or may not influence theedpctor variables. The
problem with this is that some variables may not &eailable therefore
leading to omitted variable bias in the model. Ramd effects allow

generalizing the inferences beyond the sample urettie model.

To decide between fixed or random effects we haweun a Hausman
test where the null hypothesis is that the prefdrmeodel is random effects
vs. the alternative the fixed effects (see Gree@Q& chapter 9). It basically

tests whether the unique errorg;)( are correlated with the regressors; the
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null hypothesis is they are not. We have used theidaws7 software for the

analysis.
4. 3.1 Panel least squares with fixed effects:

Debt maturity (LTDTD) = a + CF; + 1 firm size (LNSA) + S, asset maturity
(NFADEP); + p3 leverage ratio (TDTA) + pB4 growth (GROWTH) + pfs
profitability (PROFIT)+ Bs liquidity (CR); + p7 effective tax rate (EFTAX)

+fg interest rate (PLR) + Bg inflation (WP + fit covvevvennnnn.. (1)
4. 3.2 Panel least squares with random effect

Debt maturity (LTDTD)} = o + RE + p1 firms Size (LNSA) + p, asset
maturity (NFADEP) + f3 leverage ratio (TDTA) + 4 growth (GROWTH,) +
ps profitability (PROFIT)+ pe liquidity (CR); + p; effective tax rate

(EFTAX); +ps interest rate (PLR) + po inflation (WPI); + uit

Herei is representing the firm antdis the time. CF; is the firm specific fixed
effects for firmi. RE the firm specific random effect for firm. g1, g2,
L3, 9 are the coefficients of firmssize (LNSA), asset maturity
(NFADEP), leverage ratio (TDTA), growth (GROWTH), rofitability
(PROFIT), liquidity (CR), effective tax rate (EFTAXnterest rate (PLR) and
inflation (WPI) respectively uj; indicate the error term for the observations

of the firmi in the yean.

U1t should be kept notice that our all estimatiotingted to only fixed effect models. This is besauhere was
all most zero difference between the co-efficigniained from the fixed effect and random effectigis. Thus
the Hausman test statistic value becomes zeronigddiinvalid test. Therefore we decided to keep résult

obtained from fixed effect model. Another reasorkéep fixed effect model is our time period of gs# is

relatively short (T<N) which may also render toigmsficant time effect. Thus we avoided random efffieesult
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4.3.3 Dynamic panel estimators (GMM)

It would be worthy to mention that static panel neésl do not allow us
to analyze the possible dynamism existing in firmctsions when choosing
their debt maturity structure. This allows us toaéwate the dynamic panel
estimators. Further, these models have greater pawecontrol endogenity
and allow us to determine the level of adjustmertactual debt maturity
towards the optimal level of debt maturity. We cdascribe that adjustment

process as follows:

LTDTD,, - LTDTD, ., =a(LTDTD;, -LTDTD, ,) (3)

where I‘TDTD"tis the actual debt maturity of the compainyn periodt,

I‘TDTD‘His the actual debt maturity of the compamyin period t-1 and,

LThTD, iIs the optimal debt of the companyin periodt. Regrouping the

terms and solving to the order oLfTDTDivt, we have:

LTDTD ,, = aLTDTD |, + 1-@)LTDTD | ) ()

LTDTD, = aLTDTD,

If @=lwe hav , the actual level of debt maturity

being equal to the optimal level of debt maturityrding firms to manage an

optimal debt maturity structure. On the contraryf, iad=0we have

I‘TDTD“:I‘TDTD”‘li.e., there is no adjustment of the level of actubdbt

maturity towards the optimal level of debt maturityherefore, a high values

of @, means a close proximity of the level of actuabtenaturity to optimal
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level of debt maturity, whereas a low valuesdaf means less proximity
between the actual level of debt maturity and omirevel of debt maturity.

It is important to mention that the optimal levell debt maturity depends on
firms’ specific characteristics that are on the @@binants considered
relevant in explaining debt maturity as pointed duyt Stephan et al. (2011),

Cai et al. (2008) Therefore, the optimal level adfbd maturity is given by:

LTDTD}, = A, + A,(LNSA) + A,(NFADEP) + A,(TDTA ) + A, (GROWTH) + A,(PROFIT)

+ A, (EFTAX,) + A, (CR,) + A, (PLR,) + A,(WPL,) +u,,........ 5)
Substituting (5) in (4), and solving to the orde‘rLc-)rDTDivt, we have:

LTDTD], = 3, +(LTDTD, ) + B,(LNSA) + B,(NFADER) + B,(TDTA ) + 5,(GROWTH)
+ B;(PROFIT) + B, (EFTAX,) + B7(CR,) + Be(PLR, ) + Bo(WPL,) +17, €, ,..ecenvcnee. 6)

Where,é:(l—a),ﬂo20'/10,'81:0')1,'82:61/]2'83:0'/13 '84:0'/]4' 18520'/15,/86:”/16
, ﬁ7:0'/17’,38:0'/18,ﬁ9:0'/19,7i =0l and & T &g

To control the correlation betweeﬁi and LTDTD, 14 between G and

LTDTD in estimating equation (6) using static panel miedehich can give

biased and inconsistent of the evaluated parameté&rellano and Bond
(1991) proposes evaluation of the equation (6) wilte variables in first
differences, and the use of debt maturity lags a@msddeterminants at a level
as instruments. However, Blundell and Bond (1998hacluded that when the
dependent variable is persistent, there being ahhigrrelation between its
values in the current period and in the previousip&, and the number of

periods is not very high, the GMM (1991) estimatoy inefficient. The
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instruments used to generally being weak in suclsesaby considering a
system with variables at level and first differescBlundell and Bond (1998)
extend the GMM (1991) estimator. For the variabkdsthe level in equation
(6), the instruments are the variables lagged mstfidifferences. In the case
of the variables in first differences in equatiof),(the instruments are those

lagged variables at level.

However the GMM (1991) and GMM system (1998) dynamstimators
can only be considered robust on confirmation obtaonditions: 1) if the
restrictions created, a consequence of using tls¢ruments, are valid; and 2)
there is no second order autocorrelation. Therefdoetest the validity of the
restrictions we use the Sargan test in the caséhefGMM (1991) estimator
and the GMM system (1998) estimator. The null hypadis in the Sargan test
indicates the restrictions imposed by the use oé ihstruments are valid
against the alternative hypothesis that the resitwrcs are not valid. Rejection

of the null hypothesis leads us to conclude that élstimators are not robust.

Further, we also test for the existence of firstdasecond order
autocorrelation through Arellano and Bond (19913tteThe null hypothesis is
that there is no autocorrelation against the alé¢inme hypothesis being the
existence of autocorrelation. Rejection of the nlipothesis of the existence
of second order autocorrelation leads us to coneltidat the estimators are

not robust.
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4.4 Results and Interpretations

The first step of our analysis we have checked tuogrelation between
independent variables. The table 4.1 shows theltesf correlation analysis.
The correlation among the independent variablesdsrow. Same as the case

for depended variable too.

Table 4.1 Result of correlation analysis

LTDTD | LNSA | NFADEP | GROWTH | PROFIT | EFTAX | CR | PLR [ WPI
LTDTD 1.00 -0.03 0.08 0.02 0.08 002| 002 043 0.0
LNSA -0.03 1.00 -0.07 0.01 -0.09 0.02| -018 043  0.83
NFADEP 0.08 -0.07 1.00 0.00 0.06 001 o0do odo -0p2
TDTA 0.24 0.02 0.04 0.02 -0.08 001 -045 -001 -0p7
GROWTH 0.02 0.01 0.00 1.00 0.00 0.00f odo -002 -op1
PROFIT 0.08 -0.09 0.06 0.00 1.00 001 ol ods  0.08
EETAX 0.02 -0.02 -0.01 0.00 -0.01 100 odo o0d2 o0fo
CR 0.02 -0.18 0.00 0.00 0.14 000| 100 0.1 0.0
PLR 0.03 0.03 0.00 -0.02 0.05 002| -001 1do -0fi4
WP 0.00 0.33 -0.02 -0.01 0.08 000 040 -014 1.00

4.4.1 Panel least squares with fixed effects:

4.4.1.1 Sample companies

The table 4.2 show that the result of panel leagtiages with fixed
effects. The result of F- statistics shows thhe tmodel is fit and it is
significant at the one percent. The values of R&a®$ and Adjusted R-
squares are more than 0.5. It indicates that thaependent variables could
explain more than 50 percent variation in the depsth variable. Significant
Cross- section F-statistics indicates the preseméefirm specific fixed
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effects in the model. LNSA, TDTA, CR and constastpositive and WPI is

negatively significant at the one percent. Otheriables are not showing any

kind of significance.

Table 4.2 Result of panel least squares with fixed effects of Sample

companies
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.05727 0.00705 8.12606 0.00000
NFADEP 0.00000 0.00009 0.05509 0.95610
TDTA 0.06885 0.01582 4.35282 0.00000
GROWTH 0.00001 0.00001 0.73365 0.46320
PROFIT 0.02287 0.01466 1.56034 0.11880
EFTAX 0.00238 0.00145 1.63696 0.10180
CR 0.00085 0.00020 4.18646 0.00000
PLR 0.00065 0.00248 0.26214 0.79320
WPI -0.00071 0.00014 -5.14910 0.00000
Constant 0.16306 0.04528 3.60109 0.00030
R-squared 0.613186 Adjusted R-squared 0.563455
F-statistic 12.33006*** Cross-section F- statistics 11.17798***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4.4.1.2 Agriculture sector:

Table 4.3 Result of panel least squares with fixed effects:

agriculture

sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.05657 0.04263 1.32699 0.18680
NFADEP 0.00347 0.00551 0.62962 0.53000
TDTA 0.06577 0.13128 0.50099 0.61720
GROWTH 0.00024 0.00036 0.66343 0.50820
PROFIT 0.15522 0.16583 0.93601 0.35090
EFTAX -0.28827 0.17649 -1.63335 0.10470
CR 0.01028 0.01415 0.72648 0.46880
PLR -0.00641 0.00933 -0.68730 0.49310
WPI -0.00036 0.00060 -0.59814 0.55070
Constant 0.04732 0.24857 0.19036 0.84930
R-squared 0.600355 Adjusted R-squared 0.52338f
F-statistic 7.800001*** Cross-section F- statistic 7.393157***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively
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The table 4.3 shows the result of panel least sgsavith fixed effects
of agriculture sector. None of the variable is shiogvsignificance in case of
agriculture sector. The values of R-squares anduAtgd R-squared are
satisfactory and the significance of F-statisticdicates the model is fit.

Significant Cross section f-statistic prove Firmespfic fixed is present in

the model.
4.4.1.3 Capital goods sector:

According to the table 4.4 Significance of F-staittsand cross section
F-statistic specify that the model fit and the peese of firm specific fixed
effects. Both the R- squares are satisfactory. KNS positively significant
at the one percent. WPI is negatively significamttlae one percent. The rest

of the variable is not determining the debt matyrih case of capital goods

sector.

Table 4.4 Result of panel least squares with fixed effects: capital goods

sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.13336 0.02475 5.38727 0.00000
NFADEP 0.00003 0.00009 0.28519 0.77570
TDTA -0.10262 0.11048 -0.92889 0.35370
GROWTH -0.00001 0.00035 -0.02447 0.98050
PROFIT -0.11447 0.16045 -0.71339 0.47620
EFTAX -0.07889 0.08033 -0.98201 0.32690
CR -0.00553 0.00455 -1.21516 0.22530
PLR -0.00446 0.00752 -0.59259 0.55390
WPI -0.00156 0.00048 -3.22310 0.00140
Constant 0.00527 0.14042 0.03755 0.97010
R-squared 0.653578 Adjusted R-squared 0.59984
F-statistic 12.1629*** Cross-section F- statistic 2.17691***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively
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4. 4.1.4 Chemical and petrochemicals sector:

As per the table 4.5 NFADEP, TDTA and PROFIT aresipwely
significant at 5 percent, 5 percent and 10 perceastpectively. GROWTH is
negatively significant at 1 percent. Other variablare not significant. The
values of R- squares are satisfactory. F-statiand Cross section F- statistic
are showing significant at 1 percent.

Table 4.5 Result of panel least squares with fixed effects of chemical and
Petrochemicals sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA -0.00052 0.13878 -0.00375 0.99700
NFADEP 0.02332 0.01041 2.23949 0.02790
TDTA 0.70951 0.26876 2.63997 0.01000
GROWTH -0.01848 0.00650 -2.84330 0.00570
PROFIT 0.49301 0.27313 1.80503 0.07490
EFTAX -0.18888 0.25801 -0.73207 0.46630
CR 0.01642 0.02848 0.57646 0.56590
PLR -0.01338 0.01300 -1.02937 0.30640
WPI -0.00071 0.00130 -0.54762 0.58550
Constant 0.22032 0.70627 0.31195 0.75590
R-squared 0.593394 Adjusted R-squared 0.49560
F-statistic 6.067965*** Cross-section F- statistic 3.688099***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4. 4.1.5 Consumer durables sector:

Table 4.6 illustrates the result of panel least aops with fixed effects
of the consumer durable sector. The result showet EFTAX is negatively
significant at 5 percent. The constant is positwelignificant at 1 percent.
The reaming variables are not showing significandgoth the R-squares are
explaining more than 50 percent of the varianceagn#ficance of F-statistics
shows that the model is fit. Significance of crasesction F-statistic confirms

the presence of firm specific fixed effects in tme@del.
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Table 4.6 Result of panel least squares with fixed effects: consumer

durables sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA -0.01447 0.03469 -0.41715 0.67820
NFADEP -0.00535 0.00728 -0.73517 0.46540
TDTA -0.06041 0.18476 -0.32695 0.74500
SGGTA 0.00046 0.00302 0.15177 0.87990
PROFIT 0.11546 0.15729 0.73409 0.46600
EFTAX -0.43863 0.21263 -2.06284 0.04390
CR -0.01951 0.01215 -1.60588 0.11400
PLR -0.01453 0.01469 -0.98929 0.32690
WPI -0.00088 0.00088 -1.00237 0.32060
Constant 1.07796 0.34214 3.15064 0.00260
R-squared 0.644974 Adjusted R-squared 0.54169
F-statistic 6.244886*** Cross-section F- statistics 10.20195***

Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

3. 4.1.6 Diversified sector:

Table 4.7 Result of panel least squares with fixed effects: diversified
sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.27058 0.06170 4.38515 0.00010
NFADEP -0.00043 0.00140 -0.30671 0.76020
TDTA 0.03679 0.04244 0.86682 0.38980
GROWTH -0.00375 0.00148 -2.53256 0.01420
PROFIT -0.30392 0.20119 -1.51060 0.13660
EFTAX -0.21740 0.23083 -0.94180 0.35040
CR 0.04585 0.01799 2.54821 0.01370
PLR -0.00835 0.01062 -0.78601 0.43520
WPI -0.00350 0.00077 -4.57887 0.00000
Constant -0.62975 0.30807 -2.04418 0.04570
R-squared 0.755038 Adjusted R-squared 0.68377
F-statistic 10.59531*** Cross-section F- statistic 9.396541***

Note: *** ** and *denote significance at 1, 5 ald@ percent level of significance respectively

The table 7 display the result of panel least sggawith fixed effects

of diversified sector. The result of the F-stateseind cross section F-statistic

shows that the model is fit and presence of firnespic fixed effects in the
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model. The R- squares is explaining more than 65&iation in the model.
LNSA and CR are positively significant at 1 percebtpercent respectively.
GROWTH, WPI and constant are negatively significaat 5 percent, 1
percent and 5 percent respectively. The rest of whgables are not showing

any kind of significance.

4. 4.1.7 FMCG sector:

Table 4.8 Result of panel least squares with fixed effects: FMCG Sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.04620 0.02872 1.60880 0.10960
NFADEP 0.00025 0.00105 0.24210 0.80900
TDTA 0.13716 0.13669 1.00342 0.31710
GROWTH 0.00199 0.00117 1.70168 0.09070
PROFIT -0.10273 0.36011 -0.28528 0.77580
EFTAX -0.18422 0.18559 -0.99262 0.32230
CR 0.00849 0.00302 2.81294 0.00550
PLR -0.00818 0.00929 -0.88111 0.37950
WPI -0.00060 0.00051 -1.17778 0.24060
Constant 0.18214 0.17748 1.02623 0.30630
R-squared 0.588171 Adjusted R-squared 0.514189
F-statistic 7.950261*** Cross-section F 5.997399**t
Note: ***, ** and *denote significance at 1, 5 ad@ percent level of significance respectively

The table 4.8 shows the result of panel least sgsavith fixed effects

of the FMCG sector. R-squares and Adjusted R-sqsidaseexplaining more

than 50 percent variation is the model. SignificalRistatistic and cross

section F-statistic confirms that the model is &nhd firm specific fixed

effects are present in the model. GROWTH and CR @ositively significant

at 10 percent,

significant.

1 percent respectively. None of thiher variables are
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4.4.1.8 Healthcare sector:

The table 4.9 shows the result of panel least sgsavith fixed effects
of health care sector. TDTA is positively deternmgi the debt maturity.
GROWTH and EFTAX are negatively determining the teabaturity. The
remaining variables are not showing significancd.eTvalues of R- Squares
and Adjusted R-squares are more than 0.6. Significla-statistics and cross

section F-statistic confirms the model is fit, peese of firm specific fixed

effects.

Table 4.9 Result of panel least squares with fixed effects: healthcare

sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.00010 0.06545 0.00156 0.99880
NFADEP -0.00067 0.00615 -0.10964 0.91280
TDTA 0.18312 0.06384 2.86843 0.00450
GROWTH -0.00246 0.00126 -1.94821 0.05260
PROFIT 0.03108 0.02395 1.29752 0.19580
EFTAX -0.41224 0.20981 -1.96487 0.05070
CR 0.00774 0.00548 1.41149 0.15950
PLR 0.00798 0.00831 0.96116 0.33750
WPI -0.00034 0.00069 -0.49306 0.62250
Constant 0.34401 0.30289 1.13576 0.25730
R-squared 0.687647 Adjusted R-squared 0.63582p
F-statistic 0.635822*** Cross-section F 13.71328**F
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4. 4.1.9 Housing related sector:

The table 4.10 indicates the result of panel leaguares with fixed

effects of housing related sector. LNSA and TDTApigsitively significant at
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1 percent, the rest of the variables are not sigaiit. The values of R-

squares are more than 0.5. Both the F-statistiessagnificant at 1 percent.

Table 4.10 Result of panel least squares with fixed effects: housing

related
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.06102 0.01442 4.23296 0.00000
NFADEP -0.00057 0.00070 -0.80777 0.41990
TDTA 0.19849 0.05006 3.96486 0.00010
GROWTH -0.00035 0.00034 -1.04050 0.29900
PROFIT -0.04098 0.03617 -1.13298 0.25820
EFTAX -0.11757 0.09299 -1.26438 0.20710
CR -0.00078 0.00073 -1.06291 0.28870
PLR 0.00470 0.00736 0.63925 0.52320
WPI -0.00024 0.00044 -0.55627 0.57850
Constant 0.13346 0.12548 1.06360 0.28840
R-squared 0.571525 Adjusted R-squared 0.50395p
F-statistic 8.457875 Cross-section F 7.524837
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4.4.1.10 Information technology:

Table 4.11 Result of panel least squares with fixed effects: information

technology
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.13740 0.04655 2.95189 0.00360
NFADEP 0.00060 0.00267 0.22408 0.82290
TDTA 0.03113 0.02947 1.05636 0.29220
GROWTH -0.00028 0.00018 -1.58176 0.11540
PROFIT 0.06405 0.03593 1.78267 0.07630
EFTAX -0.34210 0.20424 -1.67495 0.09570
CR 0.00886 0.00602 1.47145 0.14290
PLR 0.02225 0.01190 1.86972 0.06310
WPI -0.00250 0.00083 -3.01420 0.00290
Constant -0.21830 0.19632 -1.11193 0.26760
R-squared 0.569173 Adjusted R-squared 0.49383f
F-statistic 7.555148*** Cross-section F 7.83552***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively
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The table 4.11 specify the result of panel leasuags with fixed
effects of information technology sector. The vadu@f R-squares are around
0.5. Both the F-statistics are significant at 1 gart. LNSA, PROFIT and
PLR are positively significant at 1 percent, 10 pemt and 10 percent
respectively. EFTAX and WPI are negatively signdmt at 10 percent and 1

percent correspondingly. All the other variableg anot significant.

4.4.1.11 Media & publishing sector:

Table 4.12 Result of panel least squares with fixed effects: media and

publishing
Variable Coefficient Std. Error t-Statistic Prob.
LNSA -0.27787 0.13437 -2.06792 0.04420
NFADEP -0.01272 0.01035 -1.22860 0.22530
TDTA -0.20464 0.20188 -1.01368 0.31590
GROWTH 0.00002 0.00001 1.36856 0.17760
PROFIT 0.14729 0.12479 1.18024 0.24380
EFTAX -0.09775 0.07208 -1.35615 0.18150
CR 0.00420 0.01609 0.26100 0.79520
PLR 0.03925 0.01664 2.35945 0.02250
WPI 0.00348 0.00178 1.95484 0.05660
Constant 0.77327 0.43558 1.77525 0.08230
R-squared 0.719912 Adjusted R-squared 0.630523
F-statistic 8.053637*** Cross-section F 13.94693**7
Note: *** ** and *denote significance at 1, 5 ald@ percent level of significance respectively

The table 4.12 illustrates the result of panel teagquares with fixed
effects of media and publishing sector. LNSA is atygely significant at 5
percent. PLR, WPI and constant is positively atérqgent, 10 percent and 10
percent respectively. The rest of the variables @aoé significant. The values

of R- squares are explaining more than 60 perceinthe@ variation in the
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model. Significant F-statistic and cross sectiorstltistic indicates that the

model is fit as well as the presence of firm speciixed effects.

4. 4.1.12 Metal, metal products and mining sector:

Table 4.13 Result of panel least squares with fixed effects:
products and mining.

metal, metal

Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.06382 0.03147 2.02785 0.04390
NFADEP 0.00265 0.00228 1.16258 0.24640
TDTA 0.15452 0.08147 1.89659 0.05930
GROWTH -0.00042 0.00040 -1.05017 0.29490
PROFIT 0.03587 0.16286 0.22025 0.82590
EFTAX -0.60469 0.16957 -3.56610 0.00050
CR 0.00929 0.00626 1.48319 0.13960
PLR -0.01715 0.00997 -1.72045 0.08690
WPI -0.00188 0.00063 -2.98923 0.00310
Constant 0.63581 0.17568 3.61920 0.00040
R-squared 0.575942 Adjusted R-squared 0.50348
F-statistic 7.949262*** Cross-section F 4.835519**1
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

The table 4.13 explains the result of panel leagtiazes with fixed

effects of metal, metal products and mining. LNSPDTA and Constant are
positively significant at 5 percent, 10 percent ahgercent correspondingly.
EFTAX, PLR and WPI are negatively significant atpg&rcent, 10 percent and
1 percent respectively. Significance of F-statisticonfirms that the model is

fit as well as the presence of firm specific fixeffects in the model.

4. 4.1.13 Miscellaneous sector:

The table 4.14 indicates the result of panel lesptiares with effect of

miscellaneous sector. LNSA is positively significamt 1 percent. The
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constant is negatively significant at 5 percent.eTtest of the variables are
not showing significance. The values of R- squaaes explaining more than
50 percent of the variation in the model. SignificaF-statistic and cross
section F-statistic indicates that the model is d& well as the presence of

firm specific fixed effects.

Table 4.14 Result of panel least squares with fixed effects: miscellaneous

sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.21531 0.06257 3.44101 0.00090
NFADEP 0.00883 0.00724 1.21873 0.22620
TDTA -0.08105 0.11399 -0.71103 0.47900
GROWTH 0.00015 0.00014 1.08362 0.28150
PROFIT -0.03282 0.36857 -0.08904 0.92930
EFTAX -0.17947 0.22800 -0.78712 0.43330
CR 0.00550 0.01129 0.48695 0.62750
PLR 0.01661 0.01555 1.06846 0.28830
WPI -0.00154 0.00097 -1.58855 0.11580
Constant -0.85207 0.34416 -2.47582 0.01520
R-squared 0.602925 Adjusted R-squared 0.511643
F-statistic 6.605103*** Cross-section F 6.867382**F
Note: *** ** and *denote significance at 1, 5 ald@ percent level of significance respectively

4. 4.1.14 Oil & gas sector:

The table 4.15 stays the result of panel least sgsiavith effect of oil

and gas sector. The values of R- Squares and Adfuf-squares are more

than 0.7. Significant F-statistics and cross sewrti®-statistic confirms the

model is fit, presence of firm specific fixed eftsc PROFIT and EFTAX is

positively significant at 1 percent. The remainingriables are not showing

significance.
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Table 4.15 Result of panel least squares with fixed effects: oil and gas

sector
Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.00732 0.04037 0.18131 0.85640
NFADEP -0.00058 0.00135 -0.42809 0.66920
TDTA 0.06735 0.15891 0.42384 0.67230
GROWTH -0.00001 0.00007 -0.20897 0.83480
PROFIT 0.77439 0.19075 4.05978 0.00010
EFTAX 0.00452 0.00152 2.98004 0.00340
CR -0.00934 0.00571 -1.63546 0.10400
PLR 0.00801 0.00951 0.84217 0.40100
WPI -0.00020 0.00065 -0.30327 0.76210
Constant 0.19598 0.25062 0.78200 0.43540
R-squared 0.777859 Adjusted R-squared 0.73666
F-statistic 18.88382*** Cross-section F 12.15553**7

Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4.4.1.15 Power sector:

Table 4.16 Result of panel least squares with fixed effects: power sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.01079 0.02377 0.45406 0.65060
NFADEP -0.00027 0.00263 -0.10339 0.91780
TDTA 0.43497 0.14226 3.05765 0.00270
GROWTH 0.00010 0.00051 0.19533 0.84540
PROFIT 0.02467 0.05393 0.45753 0.64810
EFTAX -0.35885 0.17300 -2.07432 0.04010
CR 0.00022 0.00035 0.61867 0.53720
PLR -0.01810 0.00942 -1.92100 0.05700
WPI 0.00130 0.00048 2.71086 0.00760
Constant 0.26260 0.19301 1.36060 0.17610
R-squared 0.680417 Adjusted R-squared 0.61750
F-statistic 10.8157*** Cross-section F 7.446219**1

Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

Table 4.16 illustrates the result of panel leasaames with fixed effects

of power sector.

The result shows that EFTAX anbRPare negatively

significant at 5 percent and 10 percent respectivelDTA and WPI is
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positively significant at 1 percent and 5 percenorrespondingly. The
reaming variables are not showing significance. BBahe R-squares are
explaining more than 60 percent of the varianceagn#ficance of F-statistics

shows that the model is fit. Significance of crasesction F-statistic confirms

the presence of firm specific fixed effects in tm@del

4.4.1.16 Telecom sector:

Table 4.17 Result of panel least squares with fixed effects: telecom sector

Variable Coefficient Std. Error t-Statistig Prob.
LNSA 0.06329 0.03139 2.01641 0.0472
NFADEP 0.01169 0.01028 1.13759 0.2587
TDTA 0.21538 0.19049 1.13065 0.2616
GROWTH 0.00053 0.00116 0.45827 0.648
PROFIT -0.1017 0.08553 -1.1888 0.2381
EFTAX -0.0483 0.21805 -0.2214 0.8253
CR 0.00147 0.00041 3.55382 0.0006
PLR -0.0107 0.01521 -0.7063 0.4821
WPI -0.0007 0.00079 -0.8676 0.3882
Constant 0.04751 0.27463 0.17299 0.8631
R-squared 0.64339 Adjusted R-squared 0.55763
F-statistic 7.501721*** Cross-section F 7.318377***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

The table 4.17 shows the result of panel least sgsiavith fixed effects
of telecom sector. LNSA and CR positively determithe debt maturity. The
remaining variables are not showing significancd.eTvalues of R- Squares
and Adjusted R-squares are more than 0.5. Significfa-statistics and cross
section F-statistic confirms the model is fit, pease of firm specific fixed

effects.
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4.4.1.17 Textile sector:

The table 4.18 explains the result of panel leapiages with fixed effects of
textile sector. R-squares and Adjusted R-squaresxiglaining more than 75
percent variation is the model. Significant F-s&dit¢c and cross section F-
statistic confirms that the model is fit and firnpexific fixed effects are
present in the model. EFTAX is positively signifittaat 1percent. PLR and
WPI are negatively significant at 10 percent angeércent respectively. None

of the other variables are significant.

Table 4.18 Result of panel least squares with fixed effects: textile sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.02281 0.03957 0.57637 0.56620
NFADEP 0.00090 0.00385 0.23398 0.81570
TDTA 0.09139 0.15574 0.58680 0.55920
GROWTH 0.00023 0.00203 0.11523 0.90860
PROFIT 0.06564 0.25094 0.26157 0.79440
EFTAX -0.36783 0.13542 -2.71628 0.00830
CR 0.01375 0.00928 1.48162 0.14290
PLR 0.01340 0.00759 1.76394 0.08200
WPI 0.00115 0.00044 2.60444 0.01120
Constant -0.14102 0.21681 -0.65044 0.51750
R-squared 0.805071 Adjusted R-squared 0.755658
F-statistic 16.29088*** Cross-section F 23.0222***
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4. 4.1.18 Transport equipment sector:

Table 4.19 illustrates the result of panel leastams with fixed effects

of the transport equipment sector.

The result shdtvat TDTA and CR are

positively significant at 1 percent and 5 perceerspectively. WPI and PLR

are negatively significant at 5 percent and 10 patc respectively. The
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reaming variables are not showing significance. tiBdhe R-squares are

explaining more than 60 percent of the varianceagn#ficance of F-statistics

shows that the model is fit. Significance of crasesction F-statistic confirms

the presence of firm specific fixed effects in tmedel

Table 4.19 Result

of panel least squares with fixed effects: Transport and
equipments sector

Variable Coefficient Std. Error t-Statistic Prob.
LNSA 0.01913 0.05232 0.36567 0.71510
NFADEP 0.00312 0.00248 1.25666 0.21060
TDTA 0.50779 0.13225 3.83954 0.00020
GROWTH -0.00145 0.00093 -1.55600 0.12150
PROFIT 0.03345 0.16948 0.19739 0.84380
EFTAX -0.08831 0.06474 -1.36398 0.17430
CR 0.02906 0.01230 2.36228 0.01930
PLR -0.01576 0.00792 -1.99037 0.04810
WPI -0.00104 0.00061 -1.71138 0.08880
Constant 0.42973 0.26717 1.60846 0.10950
R-squared 0.665134 Adjusted R-squared 0.60581b
F-statistic 11.2128*** Cross-section F 8.976373**1
Note: *** ** and *denote significance at 1, 5 ad@ percent level of significance respectively

4. 4.2 Result of dynamic panel least squares

4. 4.2.1 Sample companies:

The table 4.20 explains the result of dynamic pada&tia for the sample

companies taken as a whole.

From the results ef $largan tests, we can

conclude that we can reject the null hypothesisimgtrument validity, and

consequent restrictions generated, from use of @é¢M (1991) and GMM

system (1998) dynamic estimators respectively.

227 | Page



Table 4.20 Result of dynamic panel data for the sample companies

GMM 1991 GMM1998
Variables | Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTDTD 0.73456 0.03107 0.00000 0.66308 0.04675 00000
LNSA 0.02148 0.01283 0.09400 0.02840 0.01526 0.0630
NFADEP 0.00005 0.00006]  0.45000 0.0000% 0.00006 604@4
TDTA 0.18099 0.05468 0.00100 0.15300 0.05580 0.0060
GROWTH 0.00002 0.00000;  0.00000 0.00002 0.00000 (GDOO
PROFIT -0.01070 0.01022 0.29500 -0.0100)7 0.01063 344M0
EFTAX -0.00031 0.00018| 0.08900 -0.00038 0.00018 3@00
CR -0.00177 0.00041, 0.00000 -0.0015] 0.00046 0010
PLR -0.00531 0.00226 0.01900 -0.00532 0.00245 0030
WPI -0.00017 0.00018| 0.35500 -0.00034 0.00023 @Qa3p
_CONS 0.01465 0.07439 0.84400 0.04846 0.07796 0b34
Wald Chi 735.3*** 353.49***
Sargan test 42.85498 34.60435
AB Test Order 1 -8.4141*** -8.1737***
AB Test Order 2 1.1528 1.0667
Number of observations = 2568 Nuntfesbservations = 2247
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTD ., Z": Zo ) in which Zk jt—2 ate the
debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are
(LTDTD o Z Z i) in the first difference equations, and (A LTDTD o Zn: AZ, ) in the level
equations. 3. The \};(/;id test has y2 distribution and tests the null hypothesis of overall non—signiﬁc;r;cle of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.
However, the results of the second order autocatieh tests

concerning respectively the GMM (1991) and GMM st (1998) dynamic
estimators, allow us to conclude that we cannotcejthe null hypothesis of
absence of second order autocorrelation. Therefgireen the validity of the
absence of second order autocorrelation, but imeaits invalidity we cannot
conclude that the GMM (1991) and GMM system (19@8namic estimators
are efficient and robust.

L1.LTDTD, LNSA, TDTA andGROWTH is

positively significant for both GMM (1991) and GMN1998). EFTAX, CR
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and PLR are negatively significant for both GMM @19 and GMM (1998).

The remaining variables are not showing significanc

4. 4.2.2 Agriculture sector:

Table 4.21 Result of dynamic panel data for agriculture sector

GMM 1991 GMM1998
Variables | Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTDTD 0.54686 0.29721| 0.06600 0.62544 0.327%6 05600
LNSA -0.05471 0.05886 0.35300 -0.10895% 0.07520 104
NFADEP -0.00149 0.00516] 0.77300 0.00310 0.00390 2/@
TDTA 0.15387 0.14656 0.29400 0.01491 0.14446 0.0180
GROWTH 0.00053 0.00036| 0.13600 0.00053 0.00081 7008
PROFIT 0.06539 0.11222 0.56000 0.06363 0.13449 60®3
EFTAX -0.31538 0.16558| 0.05700 -0.38517 0.18284 3900
CR 0.00804 0.01214| 0.50800 0.00507 0.01223 0.67900
PLR -0.00790 0.00572 0.16700 -0.00981 0.00602 0003
WPI 0.00046 0.00065| 0.48500 0.00107 0.00080 0.20300
_CONS 0.53412 0.46944 0.25500 0.7984p 0.50009 00aL10
Wald Chi 36.91*** 44 .21***
Sargan test 14.13656 12.61266
AB Test Order 1 -1.5773* -1.7054***
AB Test Order 2 0.96414 1.064
Number of observations = 144 Nunifesbservations = 126
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTD ,,_,, Zn: Ziii) in which Zk jt—2 ate the
debt maturity determinants lagged two periods. 2. In the GMM system (l99§)_1cstimators the instruments used are
(LTDTD . _,, zn: Zyia) in the first difference equations, and (ALTDTD o2 Zn: AZ, ., ), in the level
equations. 3. The \i;(/;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁC:n:Clc of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.21 indicates the result of dynamic dardata for

agriculture sector. L1.LTDTD is positive and EFTAXs negatively

significant at 10 percent for GMM (1191). L1.LTDTnd GROWTH are
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positive and EFTAX is negatively significant at J®rcent, 10 percent and

5% respectively. The rest of the variables are slmdwing significance.

4.4.2.3 Capital goods sector:

Table 4.22 Result of dynamic panel data for capital goods sector

GMM 1991 GMM1998
Variables | Coefficient Std. Errof  Prob. Coefficient Std. Error Prob.
L1.LTDTD 0.74533 0.01495| 0.00000 0.47994 0.01662 00000
LNSA 0.05771 0.00862| 0.00000 0.05773 0.00888 0.0000
NFADEP 0.00007 0.00010, 0.476Q0 -0.00001 0.00007 5308
TDTA -0.01456 0.05461| 0.79000 0.03349 0.03994 (0802
GROWTH -0.00003 0.00006| 0.674Q0 -0.00003 0.00011 76100
PROFIT -0.15598 0.04439]  0.000Q0 -0.1062b 0.04961 03200
EFTAX -0.15365 0.03880| 0.00000 -0.16524 0.05634 0300
CR 0.00228 0.00085| 0.00700 0.00314 0.00092 0.0011.00
PLR -0.00996 0.00174; 0.00000 -0.00666 0.00105 @000
WPI -0.00080 0.00007| 0.00000 -0.00076 0.00009 @000
_CONS 0.09973 0.04635  0.03100 0.0876% 0.04889 0m73
Wald Chi 257138.93*** 15212.46***
Sargan test 30.2683 26.58512
AB Test Order 1 -3.1064*** -2.9915**
AB Test Order 2 0.29768 -0.06812
Number of observations = 312 Nunifesbservations = 273
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI ,t—Z’Z Zk,i ,t—2)’in which Zk it-2 are the
debt maturity determinants lagged two periods. 2. In the GMM system (1998K)_lcstimators the instruments used are
(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
equations. 3. The \)T/;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_clc of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.22 shows the result of dynamic panetadaf the capital
goods sector. L1.LTDTD, LNSA and CR is positivelygsificant at 1% for
both GMM (1991), GMM (1998).

PROFIT, EFTAX, PLR danWPI are
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negatively significant at 5 percent, 1 percent, érgent, 1 percent and 1
percent respectively for both GMM (1991), GMM (1998The constant is

also positively significant 5 percent for GMM (199%-ant 10 percent for

GMM (1998). Other variables are not significant.

4. 4.2.4 Chemical and petrochemicals sector:

Table 4. 23 Result of dynamic panel data for chemical & petrochemical

sector
GMM 1991 GMM1998
Variables Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTDTD -0.0589 0.2898 0.8390 -0.0502 0.2328 00829
LNSA -0.2966 0.0998 0.0030 -0.2924 0.1101 0.0080
NFADEP -0.0058 0.0121 0.631(¢ -0.0079 0.0102 0.4410
GROWTH -0.0112 0.0074 0.129( -0.0105 0.0063 0.0950
PROFIT -1.5567 0.9634 0.1060 -1.8980 0.8611 0.0280
CR 0.0329 0.0349 0.347(¢ 0.0464 0.0300 0.1220
PLR -0.0046 0.0050 0.354( -0.0057 0.004P9 0.2410
_CONS 2.7558 0.7560 0.0000 2.7579 0.8187 0.0010
Wald chi 151.31*** 65.49***
Sargan test 2.770598 2.916762
AB Test Order 1 -0.05347*** -3.1064***
AB Test Order 2 1.0108 0.99572
Number of observations = 88 Numbeolugervations = 77

n
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI t—Z’Z Zk ; t_2),in which Zk [ f—p are the

K=1
debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.
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The table 4.23 explains the result of dynamic padata for chemical
and petrochemical sectorLNSA is negatively significant at 1 percent for
GMM (1991) and the rest of the variables are nognsiicant. LNSA,
GROWTH and PROFIT are negatively significant atdrpent, 10 percent and
5 percent respectively for GMM (1998). The rest thfe variables are not

significant.
4. 4.2.5 Consumer durables sector:

Table 4.24 Result of dynamic panel data for consumer durable sector

GMM 1991 GMM1998
Variables Coefficient Std. Error  Prob. Coeffidien| Std. Error | Prob.
L1.LTDTD -0.2644 0.5337, 0.6200 -2.1522 1.3525| 0.1120
LNSA -0.4976 0.2847, 0.0810 -0.4921 0.2784| 0.0770
NFADEP -0.0275 0.0196/ 0.1610 -0.0370 0.0235| 0.1150
GROWTH -0.0009 0.0032| 0.7840 -0.0027 0.0041] 0.5130
PROFIT -2.5773 1.6077| 0.1090 -2.5098 1.5303| 0.1010
CR -0.0175 0.0220| 0.4270 -0.0288 0.0199| 0.1470
PLR -0.0239 0.0326/ 0.4630 -0.0023 0.0322| 0.9420
_CONS 5.1041 2.7816| 0.0670 5.6674 3.0151| 0.0600
Wald Chi 27 .49%** 30.12***
Sargan test 1.35E-18 1.44E-18
AB Test Order 1 -0.76436*** -0.35904***
AB Test Order 2 0.53732 -0.91663
Number of observations = 64 NumMbesliservations = 56

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it—2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

2 |n Tables 4.23, 4.24, 4.25, 4.30, 4.32, 4.35 wetteohi TDTA, EFTAX, WPI) variables because of high
degree of multicollinearity among independent \zga
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The table 4.24 illustrates the result of dynamicnehleast squares for the
consumer durables sector. LNSA is negative and tams is positively

significant at 10 percent for both GMM (1991) andV@® (1998). All the

other variables are not showing significance.

4. 4.2.6 Diversified sector:

Table 4.25 Result of dynamic panel data for diversified sector

GMM 1991 GMM1998
Variables Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTDTD -0.2009 0.7309 0.7830 -0.4471 0.3751 o3
LNSA 0.3039 0.5811 0.6010 0.0264 0.1325 0.84
NFADEP 0.0001 0.0010 0.929( 0.0006 0.0006 0.37
GROWTH -0.0010 0.0036 0.775( -0.0017 0.0028 0.54
PROFIT 0.8265 0.8655 0.3400 1.2376 1.6956 0.46
CR 0.0041 0.0367 0.9120 -0.0181 0.0291 0.53
PLR -0.0043 0.0132 0.743( -0.0029 0.0144 0.8400
_CONS -1.7932 4.6244 0.6980 0.2475 0.6910 0.72
Wald Chi 9.47*** 19.81***
Sargan test 9.95E-21 1.21E-23
AB Test Order 1 -0.07037*** 0.42966***
AB Test Order 2 0.07291 -0.06717
Number of observations = 64 Numbeolugervations = 56

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it—2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.25 shows the result of dynamic panedstesquares for the

diversified sector. None of the variables are sfgrant for both the model.
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4. 4.2.7 FMCG sector:

The table 4.26 illustrates the result of dynamicnek data for the

FMCG sector.

negatively significant at 1 percent,

L1.LTDTD,

LNSA, TDTA and CR are posié, WPI

is

1 percent, Brgent and 1 percent

respectively for GMM (1991). L1.LTDTD, LNSA, GROWTHand CR are

positively significant at 1 percent,

respectively for GMM (1998).

Table 4.26 Result of dynamic panel data for FMCG Sector

1 percent,

®rpent and 1 percent

GMM 1991 GMM1998

Variables Coefficient| Std. Error Prob. Coeffidien Std. Error | Prob.
L1.LTDTD 0.410977) 0.141725 0.004000 0.354553| 0.058962 0.000000,
LNSA 0.065470 0.023395/ 0.005000 0.049653| 0.018629 0.008000,
NFADEP 0.000166 0.000570[ 0.771000 -0.000585 0.000595 0.326000
TDTA 0.255587| 0.119693 0.033000 0.279050[ 0.179442] 0.120000
GROWTH 0.001813 0.001248 0.146000 0.002086| 0.000968 0.031000
PROFIT 0.024501 0.783153 0.975000 0.011519| 0.278800] 0.967000,
EFTAX -0.025872 0.145960, 0.859000, -0.149998 0.141228 0.288000
CR 0.005674 0.001506, 0.000000 0.003889] 0.000698 0.000000
PLR -0.000656 0.004538 0.885000 -0.005166| 0.004487; 0.250000
WPI -0.000529 0.000229| 0.021000, -0.000352 0.000342 0.303000
_CONS -0.251764 0.156708 0.108000| -0.084993| 0.118933 0.475000
Wald Chi 39773.59*** 93118.67***
Sargan test 1.46E+01 11.74222

AB Test Order 1 -1.9433*** -1.9252***

AB Test Order 2 1.059 1.052

Number of observations = 176 Numbeshservations = 154

n
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI t—Z’Z Zk ; t_2),in which Zk [ f—p are the

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n

(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level

K=1
equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

K=1

K=1
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4. 4.2.8 Healthcare sector:

The table 4.27 shows the result of dynamic paneladtor the healthcare
sector. L1.LTDTD, TDTA, GROWTH and CR are positiyetignificant at 1
percent for both GMM (1991), GMM (1998). PLR and E&X are negatively
significant at 5 percent and 1 percent respectiviely GMM (1991). PROFIT,
EFTAX and PLR are negatively significant at 1 pemtédor GMM (1998). All

the other variables are not showing significance.

Table 4.27 Result of dynamic panel data for healthcare sector

GMM 1991 GMM1998
Variables | Coefficien{ Std. Error Prob. CoefficientStd. Error Prob.
L1.LTDTD | 0.560936 | 0.046958 0.000000 0.520381 0.8664 0.000000
LNSA -0.003637 | 0.033356 0.913000 -0.027578  0.049630.578000
NFADEP 0.000373| 0.002206 0.866000 -0.001807  0.09238).449000
TDTA 0.179249 | 0.037924 0.000000 0.128695 0.044105.004D00
GROWTH | 0.002511| 0.000816 0.002000  0.002982 0.00083B000000
PROFIT 0.002291| 0.013370 0.864000 -0.0207/31  0.0058@.000000
EFTAX -0.899070| 0.119597 0.000000 -0.833286  0.081740.000000
CR 0.018514 | 0.001541 0.000000  0.019407 0.001}41 0000D
PLR -0.005594| 0.00253¢6 0.027000 -0.004416  0.00131B001000
WPI 0.000095 | 0.000399 0.813000  0.000323 0.000482503000
_CONS 0.160783| 0.160799 0.317000 0.265606 0.281792346000
Wald Chi 1785.63*** 73398.32***
Sargan test 2.01E+01 21.2708
AB Test Order 1 -2.7535*** -2.6127**
AB Test Order 2 0.75786 0.78496
Number of observations = 232 Numbesladervations = 208
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI ,t—Z’Z Zk,i ,t—2)’in which Zk it-2 are the
debt maturity determinants lagged two periods. 2. In the GMM system (1998K)_lcstimators the instruments used are
(LTDTDI t-21 z Zk i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
equations. 3. The \)T/;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_clc of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.
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4.4.2.9 Housing related sector:

Table 4.28 Result of dynamic panel data for housing related sector

GMM 1991 GMM1998
Variables | Coefficient] Std. Error Prob. CoefficientStd. Error Prob.
L1.LTDTD | 0.532299 | 0.038196 0.000000 0.380084 0.0P07 0.000000
LNSA 0.043669 | 0.011366 0.000000  0.033144 0.003967.000000
NFADEP -0.000575| 0.000449 0.200000 -0.000138  0.0804 0.772000
TDTA 0.108434 | 0.044514 0.015000  0.108047 0.033351.001M00
GROWTH | 0.000561| 0.000368 0.122000 0.000665 0.000R 18015000
PROFIT -0.005096| 0.009854 0.605000 -0.000660  0.8847 0.891000
EFTAX 0.074741 | 0.038679 0.053000  0.085769 0.026282.001000
CR -0.002205| 0.000392 0.000000 -0.002588  0.000158000000
PLR -0.004822| 0.002309 0.037000 -0.005085  0.002D38086000
WPI -0.000686 | 0.000222 0.002000  -0.000582  0.000162.000000
_CONS 0.175904| 0.093031 0.059000  0.300505 0.086583001000
Wald Chi 5677.99*** 123330.83***
Sargan test 3.00E+01 29.03378
AB Test Order 1 -2.8036*** -2.7669***
AB Test Order 2 -0.4237 -0.73741
Number of observations = 288 Numbeoldervations = 252
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTD, ,t—2’z Zyii2)sin which Z, ;_, are the
debt maturity determinants lagged two periods. 2. In the GMM system (1998K)_lestimators the instruments used are
(LTDTD,, 5, > Zy;i2)s in the first difference cquations, and (ALTDTD, 5, Y AZ, ;) in the level
equations. 3. The \;;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_cle of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.28 indicates the result of dynamic pada&ta for housing
related sector. L1.LTDTD, LNSA, TDTA, EFTAX and cstant are positively

5 patc and1l0 percent

1 percent, 5 percent,

significant 1 percent,
respectively for GMM (1991). CR, PLR and WPI aregag¢ively significant at
1 percent, 5 percent and 1 percent respectivelyGMM (1991). L1.LTDTD,

LNSA, TDTA, EFTAX, GROWTH and constant are positiyesignificant at 1
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percent, 1 percent, 1 percent, 1 percent, 5 pereent 1 percent respectively
for GMM (1998). CR, PLR and WPI are negatively sigoant at 1 percent, 5

percent and 1 percent correspondingly for GMM (1p98

4. 4.2.10 Information technology sector:

Table 4.29 Result of dynamic panel data for information technology

sector
GMM 1991 GMM1998
Variables | Coefficien] Std. Error Prob. CoefficientStd. Error Prob.
L1.LTDTD | 0.463662 | 0.053524 0.000000  0.486539 0.8848 0.000000
LNSA -0.006965| 0.024706 0.778000  0.031588 0.026491.233000
NFADEP 0.001431| 0.000836 0.087000 0.001928 0.000j78D013000
TDTA 0.749980 | 0.145303 0.000000  0.829363 0.153871.000D0O0
GROWTH | -0.000085| 0.000086 0.321000 -0.000069  0.2800 0.415000
PROFIT -0.009435| 0.01333Fy 0.479000 -0.005066  0.8D79 0.527000
EFTAX -0.121921 | 0.13883§ 0.380000 -0.061886  0.175330.592000
CR 0.012538 | 0.002314 0.000000 0.013459 0.002206 000aD
PLR 0.004829 | 0.007291 0.508000  0.002475 0.003[791514000
WPI -0.000606 | 0.000406 0.136000 -0.001095  0.000521.036000
_CONS 0.112851| 0.118080 0.339000 -0.024447  0.097716803000
Wald Chi 2640.8*** 576.94***
Sargan test 1.14E+01 11.71578
AB Test Order 1 -2.3399** -2.3409***
AB Test Order 2 -0.32066 -0.32213
Number of observations = 192 Numbeoldervations = 168
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTD, ,t—2’z Zyii2)sin which Z, ;_, are the
debt maturity determinants lagged two periods. 2. In the GMM system (199EI3<)_lestimators the instruments used are
(LTDTD,, 5, > Zy;i2)s in the first difference cquations, and (ALTDTD, 5, ¥ AZ, ;) in the level
equations. 3. The \;;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_cle of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.29 shows the result of dynamic panalstesquares for the

information technology sector. L1.LTDTD, NFADEP, MA and CR are
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positively significant at 1 percent, 10 percent,p&rcent and 1 percent for
both GMM (1991), GMM (1998). WPI is negatively sidicant at 5 percent

for GMM (1998). The rest of the variables are nagraficant

4. 4.2.11 Media and publishing sector:

Table 4.30 Result of dynamic panel data for media & publishing sector

GMM 1991 GMM1998

Variables Coefficient| Std. Errar Prob. Coefficient| Std. Errof Prob.

L1.LTDD 0.08194 0.98140 0.9330( 0.06656 0.894)7 4109

NFADEP -0.02230 0.14069 0.8740 -0.0195 0.13582 88600

(99

GROWTH 0.00002 0.00002 0.1120 0.00002 0.00001 00AO

S

)
D
D
PROFIT 0.77552 7.41545 0.91700 0.6065¢ 7.08971 2003
D
D
0

CR -0.01459 0.04875 0.7650 -0.01318 0.04438 00660
PLR 0.02331 0.03656 0.5240 0.02406 0.03735 0.520p00
_CONS 0.12854 0.27565 0.6410 0.13958 0.23995 0®Ga61
Wald Chi 1.12E+06*** 2965.88***
Sargan test 1.39E-14 1.44E-19
AB Test Order 1 -0.21946*** -0.23886***
AB Test Order 2 -0.38022 -0.38029
Number of observations = 56 Numbeolagervations = 49

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it-2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t-z)’ in the first difference equations, and (ALTDTDI -2 ZAZk i ,t—z)' in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.30 shows the result of dynamic panalstesquares for the
media and publishing sector. None of the variabéee significant for both

GMM (1991) and GMM (1998).
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4.4.2.12 Metal, metal products and mining sector:

Table 4.31 Result of dynamic panel data for metal, metal products and

mining sector

GMM 1991 GMM1998
Variables Coefficient| Std. Error Prob. Coeffidien Std. Error | Prob.
L1.LTDTD 0.660973 0.063203| 0.000000 0.610801) 0.052393 0.000000
LNSA 0.058887 0.024063] 0.014000 0.024431) 0.015641] 0.118000
NFADEP -0.001663 0.000435 0.000000] -0.000682 0.000606, 0.260000
TDTA 0.147635| 0.064157, 0.021000 0.108096| 0.073112] 0.139000
GROWTH -0.000461 0.001734] 0.790000 -0.002165 0.001707, 0.205000
PROFIT -0.016660 0.079227| 0.833000 0.019119 0.066329 0.773000
EFTAX -0.923333 0.078446| 0.000000, -0.813258 0.056281 0.000000
CR 0.005537 0.002563| 0.031000 0.005365| 0.004254| 0.207000,
PLR -0.023552 0.005932] 0.000000, -0.016643 0.006147 0.007000
WPI -0.000958 0.000385/ 0.013000, -0.000603 0.000346/ 0.081000
_CONS 0.342497 0.155257, 0.027000 0.426019] 0.105995 0.000000
Wald Chi 944 .82*** 3392 .5***
Sargan test 1.32E+01 14.91667
AB Test Order 1 -2.6549** -2.7693**
AB Test Order 2 1.7568 1.6477
Number of observations = 208 Numbestservations = 182

n
Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it—2 are the

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t-z)’ in the first difference equations, and (ALTDTDI -2 ZAZk i ,t—z)' in the level
K=1
equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

K=1

K=1

The table 4.31 shows the result of dynamic paneastesquares for

metal, metal products and mining sector.

L1.LTDTENSA, TDTA, CR and

constant is positively significant at 1 percentpé&rcent, 1 percent, 5 percent

and 5 percent respectively for GMM (1991). NFADEFTAX, PLR and WPI

are negatively significant at 1 percent, 1 percemtpercent, 1 percent and 5

percent correspondingly for GMM (1191). The remaigivariables are not
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showing significance. L1.LTDTD and constant arespgovely significant at 1
percent for GMM (1998). EFTAX, PLR and WPI are neégaly significant at
1 percent, 1 percent and 10 percent respectivetydMM (1998) and the rest

of the variables are not significant.

4. 4.2.13 Miscellaneous sector:

Table 4.32 Result of dynamic panel data for miscellaneous sector

GMM 1991 GMM1998
Variables Coefficient| Std. Errgr Prob. Coefficient | Std. Errof Prob.
L1.LTDD 0.84866 0.32894 0.01000 0.97567 0.60699 080D
NFADEP -0.00115 0.00796 0.88500 -0.00339 0.00652 60300
GROWTH 0.00002 0.00003 0.43800 0.00004 0.00003 90@0
PROFIT -0.09058 1.33370 0.94600 -0.4287p 1.26Q71 734m0
CR -0.00756 0.01469 0.60700 -0.01518 0.01661 0@36[10
PLR 0.00931 0.00614 0.13000 0.01026 0.00598 0.08600
_CONS 0.02081 0.22017 0.92500 0.07088 0.13517 00500
Wald Chi 5.56E+Q1*** 18.5%**
Sargan test 6.20E+00 5.02E+00
AB Test Order 1 -1.6714*** -1.4015***
AB Test Order 2 0.32665 0.28483
Number of observations = 96 Numbeolagervations = 84

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it-2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t-z)’ in the first difference equations, and (ALTDTDI -2 ZAZk i ,t—z)' in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.32 explains the result of dynamic pahedst squares for

miscellaneous sector. L1.LTDTD is positively sigimidnt at 5 percent for
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GMM (1991). PLR is positively significant at 10 pEnt for GMM (1998).All

the other variables are not showing significance.

4.3.2.14 Oil and gas sector:

Table 4.33 Result of dynamic panel data for oil and gas sector

GMM 1991 GMM1998
Variables Coefficient| Std. Error  Prob. Coeffidien Std. Error | Prob.
L1.LTDTD 0.732445/ 0.183171] 0.000000  0.386480 0.226244] 0.088000
LNSA 0.029978 0.024969 0.230000  0.032380, 0.020936/ 0.122000
NFADEP 0.000705 0.000336] 0.036000  0.000558 0.000314] 0.075000
TDTA -0.121032| 0.150329 0.421000,  0.080681] 0.107389 0.452000
GROWTH -0.000001 0.000006, 0.830000; -0.000002 0.000005 0.661000
PROFIT 0.949704 0.154395 0.000000; 0.817050; 0.104072 0.000000
EFTAX 0.003196/ 0.000209] 0.000000; 0.003131] 0.000229 0.000000
CR -0.006718 0.004959 0.176000 -0.005225 0.003895 0.180000
PLR -0.000074 0.002967| 0.980000] -0.004775/ 0.003399 0.160000
WPI -0.001163 0.000601] 0.053000; -0.001156] 0.000541] 0.033000
_CONS -0.022844 0.265533| 0.931000] 0.153100] 0.256192 0.550000
Wald Chi 8089.84*** 13238.15***
Sargan test 1.25E+01 8.48251
AB Test Order 1 -2.0462** -1.6276***
AB Test Order 2 0.15093 -0.07043
Number of observations = 160 Numbeslservations = 140
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI ,t—Z’Z Zk,i ,t—2)’in which Zk it-2 are the
debt maturity determinants lagged two periods. 2. In the GMM system (1998K)_lcstimators the instruments used are
(LTDTDI t-21 z Zk,i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
equations. 3. The \)T/;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_clc of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.33 explains the result of dynamic @ladata for Oil and
Gas sector. L1.LTDTD, NFADEP, PROFIT and EFTAX angositively

significant at 1 percent, 5 percent, 1 percent dngercent respectively for
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GMM (1991). WPI is negatively significant at 10 gemt GMM (1998). Other
variables are not showing significance. L1.LTDTDFADEP, PROFIT and
EFTAX are positively significant at 10 percent, p@rcent, 1 percent and 1
percent respectively for GMM (1998). WPI is negaly significant at 5

percent GMM (1998).

4.4.2.15 Power sector:

Table 4.34 Result of dynamic panel data for power sector

GMM 1991 GMM1998
Variables Coefficient| Std. Error  Prob. Coeffidien Std. Error | Prob.
L1.LTDTD -0.086642 0.212527] 0.684000, 0.020236] 0.101590 0.842000
LNSA 0.103586| 0.048216] 0.032000  0.040043 0.038350] 0.296000
NFADEP -0.000736 0.002941) 0.802000] 0.000662 0.002198 0.763000
TDTA 0.238546| 0.237437| 0.315000] 0.365429 0.198310 0.065000
GROWTH 0.000685 0.000614] 0.265000 0.000256, 0.000267| 0.339000
PROFIT -0.000579 0.054212 0.991000 -0.179863 0.147671 0.223000
EFTAX -0.190325 0.103128 0.065000] -0.1557/31] 0.119638 0.193000
CR 0.00028Q 0.000248 0.258000; -0.000018 0.000182 0.923000
PLR -0.007727 0.006035 0.200000] -0.006682 0.006628 0.313000
WPI 0.000096 0.000580; 0.868000  0.000170 0.000628 0.787000
_CONS -0.12952% 0.159792) 0.418000; 0.244191] 0.159746] 0.126000
Wald Chi 405.15*** 143.09***
Sargan test 8.31E+00 8.546071
AB Test Order 1 -1.0379* -1.1838***
AB Test Order 2 -1.1835 -1.6109
Number of observations = 136 Numbeslservations = 119
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTDI ,t—Z’Z Zk,i ,t—2)’in which Zk it-2 are the
debt maturity determinants lagged two periods. 2. In the GMM system (1998K)_lcstimators the instruments used are
(LTDTDI t-21 z Zk,i ,t—2)’ in the first difference equations, and (ALTDTDI t-21 ZAZK i ,t—2)’ in the level
equations. 3. The \)T/;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_clc of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.
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The table 4.34 illustrates the result of dynamicnebhdata for power
sector. LNSA is positive and EFTAX is negativelygsificant at 5 percent
and 10 percent respectively for GMM (1991). TDTApssitively significant
at 10 percent for GMM (1998). The rest of the védlies are not significant

for both of the models.

4.4.2.16 Telecom sector:

Table 4.35 Result of dynamic panel data for telecom sector

GMM 1991 GMM1998
Variables Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTDTD -0.0867 0.3033 0.7750 0.3072 0.1584 0.05R0
NFADEP 0.0050 0.0077 0.521(¢ 0.0070 0.0038 0.0630
GROWTH 0.0003 0.0003 0.222( -0.0001 0.0004 0.7920
PROFIT -0.0315 0.0473 0.5050 -0.0304 0.0368 0.4080
CR -0.0039 0.0006 0.000d -0.0039 0.0009 0.0000
PLR -0.0146 0.0063 0.021d -0.0119 0.005b 0.0300
_CONS 0.5787 0.2077 0.0050 0.3554 0.1543 0.0210
Wald Chi 126.93*** 7.00E+Q1***
Sargan test 2.084435 3.18E+00
AB Test Order 1 0.09701*** -1.1865***
AB Test Order 2 0.80138 0.72024
Number of observations = 88 Numbeolagervations = 77

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it-2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t-z)’ in the first difference equations, and (ALTDTDI -2 ZAZk i ,t—z)' in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.35 shows the result of dynamic paneastesquares for

telecom sector. In case of GMM (1991) CR and PLIRe anegatively
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significant at 1 percent and 5 percent respectivdllye constant is positively
significant at 1 percent other variables are nognsiicant. For the model
GMM (1998) L1.LTDTD, CR and PLR are negatively sifjnant at 5 percent,

1 percent and 5 percent respectively. Constant BIFRADEP are positively

significant at 5 percent and 10 percent respectiv€@ther variables are not

showing significance.

4. 4.2.17 Textile sector:

Table 4.36 Result of dynamic panel data for textile sector

GMM 1991 GMM1998
Variables Coefficient| Std. Erro Prob. Coefficient Std. Error Prob.
L1.LTDTD -1.06526 0.578053 0.065 -1.13143 0.540536 0.036
NFADEP 0.006589 0.004563 0.149 0.00724 0.004694 230.1
GROWTH 0.001332 0.001948§ 0.494 0.0011 0.001537  40.47
PROFIT 0.663901 0.38694 0.08¢6 0.621031 0.332829 620.(
CR 0.01839 0.006853 0.007 0.019529 0.006808 0.004
PLR 0.006624 0.006275 0.291 0.007256 0.006046 0.23
_CONS 0.735628 0.228854 0.001 0.750452 0.223987 010.0
Wald Chi 29.86 23.59
Sargan test 1.908423 1.718165
AB Test Order 1 1.0977 1.1865
AB Test Order 2 -0.49162 -0.56596
Number of observations = 80 Numbeolzgervation = 70

n

Notes: 1. In the GMM(1991) estimator the instruments used are (l_TDTDI t—Z’Z Zk i t_2),in which Zk it-2 are the
K=1

debt maturity determinants lagged two periods. 2. In the GMM system (1998) estimators the instruments used are

n n
(LTDTDI t-21 z Zk i ,t-z)’ in the first difference equations, and (ALTDTDI -2 ZAZk i ,t—z)' in the level
K=1 K=1

equations. 3. The Wald test has y2 distribution and tests the null hypothesis of overall non-significance of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.

The table 4.36 shows the result of dynamic paneastesquares for

textile sector. PROFIT, CR and constant are pogeityvsignificant at 10
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percent, 1 percent and 1 percent respectively fathBGMM (1991) and
GMM (1998). However L1.LTDTD is negatively signifanit at 10 percent for

GMM (1991) and at 5 percent for GMM (1998). Otheariables are not

significant.

4.4.2.18 Transport equipment sector:

Table 4.37 Result of dynamic panel data for transport and equipment

sector
GMM 1991 GMM1998
Variables Coefficient| Std. Error  Prob. Coeffidien Std. Error | Prob.
L1.LTDTD 0.713027] 0.096790; 0.000000]  0.509730 0.094244] 0.000000
LNSA -0.015262 0.023727] 0.520000] -0.036699 0.029829 0.219000
NFADEP 0.006324 0.001618 0.000000] 0.004235 0.001564; 0.007000
TDTA 0.169302 0.116251] 0.145000] 0.161/50] 0.128659 0.209000
GROWTH -0.001392 0.000224] 0.000000; -0.001433 0.000294 0.000000
PROFIT -0.607747 0.380629 0.110000 -0.189848 0.461858 0.681000
EFTAX -0.049928 0.036451) 0.171000] -0.051069 0.017664 0.004000
CR 0.015135 0.004304] 0.000000  0.016140 0.006430] 0.012000
PLR -0.01338§8 0.005701] 0.019000 -0.012211) 0.006551] 0.062000
WPI -0.000863 0.000362 0.017000 -0.000598 0.000466/ 0.199000
_CONS 0.514090 0.181613 0.005000; 0.661378 0.178158 0.000000
Wald Chi 3027.71*** 6543.08***
Sargan test 1.31E+01 13.84393
AB Test Order 1 -2.372** -2.1388***
AB Test Order 2 0.46444 0.14632

Number of observations = 184 Numbdeslservations = 161
Notes: 1. In the GMM(1991) estimator the instruments used are (LTDTD, ,t—2’z Zyii2)sin which Z, ; , are the
debt maturity determinants lagged two periods. 2. In the GMM system (199EI3<)_lestimators the instruments used are
(LTDTD,, 5, > Zy;i2)s in the first difference cquations, and (ALTDTD, 5, ¥ AZ, ;) in the level
equations. 3. The \;;lld test has y2 distribution and tests the null hypothesis of overall non—signiﬁcaKn_cle of the parameters of the
explanatory variables, against the alternative hypothesis of overall significance of the parameters of the explanatory variables. 4.
The Sargan test has y2 distribution and tests the null hypothesis of significance of the validity of the instruments used, against
the alternative hypothesis of non-validity of the instruments used. 5. The AB Test Order 1 test has normal distribution N(0,1)
and tests the null hypothesis of absence of first order autocorrelation, against the alternative hypothesis of existence of first
order autocorrelation. 6. The AB Test Order 2 test has normal distribution N(0,1) and tests the null hypothesis of absence of
second order autocorrelation against the alternative hypothesis of existence of second order autocorrelation. 7. Standard
deviations in brackets. 8. *** significant at 1% significance; ** significant at 5% significance; * significant at 10% significance.
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The Table 4.37 shows the result of dynamic panetadfer Transport
equipment sector. L1.LTDTD, NFADEP, CR and constaate positively
significant at 1 percent for each of the variabiethe case of GMM (1991).
GROWTH, PLR and WPI are negatively significant atpgrcent, 5 percent
and 5 percent. L1.LTDTD, NFADEP, CR and constante apositively
significant at 1 percent, 1 percent, 5 percent dngercent respectively for
GMM (1998). GROWTH, EFTAX and PLR are negativelygsificant at 1
percent, 5 percent and 10 percent correspondinglyGMM (1998). The rest

of the variables are not significant.

4.5 Findings

The study has examined the determinants of debtunigt based on
agency costs, signalling and liquidity risks, maitodp and tax effect theories.

The major findings from the analysis are following.

As we have used GMM (Generalized Method of Momentis¢hniques
we could provide evidence of the past year propmortof long-term debt to
total debts effect on the current year. The resaofit previous year debt
maturity (L1.LTDTD) is positively determined the ct®rs like agriculture,
capital goods, FMCG, healthcare, housing relatedfoiimation technology,
metal, metal products & mining, miscellaneous, &Il gas and transport
equipment. However, the textile sector, it negatiwaeetermined the debt
maturity. The overall sample also shows previousaryalebt maturity is

positively determining the level of debt maturith. indicates that if a firm
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has a more long term debt to total debt in the povas year will keep same
level in the current year too or vice versa. But dase of textile sector if
previous year long term debt to total debt ratioless current year it will be

more or vice versa.

The result of Firm size shows that the sectorshsas capital goods,
FMCG and housing related firm size positively debtémes debt maturity.
However, the chemical & petrochemicals and consurdarables sector, it
negatively determines the debt maturity. The ovesalmple also shows firm
size is positively determining the level of debt tmdty. Large companies
have more tangible assets makes them to attractend@bt. Generally large
companies keep more debt in their capital. But heeetors like chemical &
petrochemicals and the consumer durables sectaregatively affecting the
size indicates that the sectors more dependingh@ninternal capital in other
words this sector have sufficient internal cashwldo meet their capital

requirements.

At the same time the result of growth opportunityROWTH) says that
healthcare and transport equipment sector posiyivaeletermines debt
maturity. This is implying that the overinvestmeidsues are important in
these sectors. The overall sample also shows grapthortunity is positively
determining the level of debt maturity. Growth isways leads to capital
requirements. The firms which are having huge intdrfund use the internal

capital and if it is not sufficient they have to §or debt.
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Coming to the outcome of Liquidity (CR) the sectogsach as capital
goods, FMCG, healthcare, information technology,tatgroducts & mining,
oil & gas, textile and transport equipment liquigipositively determines
debt maturity. The results imply that a firm witlkeds current liabilities
employees more long-term debt in its capital stuuet It may be that lenders
are concerned about the long-term borrowers wheardileg for the long term
and thus put high liquidity requirements in suctsea However, the housing
related and telecom sector, it negatively determsinbe debt maturity. The
overall sample shows liquidity is negatively detenmmg the level of debt
maturity. This results says that these sectors awndrall in India companies
need not require high liquidity to access long-tedmbt. It may be due the

high growth opportunity prevailing in the market.

From the result of Firm’s quality (PROFIT) we caaysthat the sectors
such as oil & gas and textile firm’s quality are siovely determining the
debt maturity. Therefore, low profit margin leads more long-term debt and
vice versa in the total debt for these sectors. lde&r, the capital goods
sector, it is negatively determines the debt maturAs a result, it confirms
that the capital goods sector attracts high profdrgin leads to low level of
long-term debt in the capital structure. The calésample doesn’t show any

influence of a firm’s quality on debt maturity.

The result of Leverage ratio says that health cdreysing related and
information technology sectors have positively detened debt maturity. The
overall sample also shows the leverage ratio isippwsly determining the

level of debt maturity. It is a common factor thédverage is positively

248 | Page



determining the debt maturity. It indicates cleathat firms which are having
a huge amount of assets will go for more long tedmbt. The positive

significance of leverage and information technolagpctor is contrary.

Moving asset maturity (NFADEP) the result indicatisat sectors such
as information technology, oil & gas, and transpeffuipment asset maturity
is positively determining debt maturity. The ovdralample overall sample
doesn’t show any significant influence of asset urdty on debt maturity. As
a result, we can say that, the sector which sholwes positive significance

will have firms with long-term asset maturity tenal have long-term debt.

Meanwhile the result of effective tax rate (EFTAXhows agriculture,
capital goods, healthcare, metal, metal products n&ning and power
effective tax rate is positively determining debatarity. On the other hand
housing related and oil & gas it negatively detemes the debt maturity. The
overall sample also shows firm size is negativelgtetmining the level of
debt maturity. It indicates that the tax shield advage is inversely related to
issues of long term debt. In other words, in Indlee debt market is still

under progress

Moreover Interest rate (PLR) also negatively deterimg the debt
maturity for capital goods, housing related, metaletal products & mining,
telecom and transport equipment sectors. The ovVesample also shows
interest rate is negatively determining the levéldebt maturity. Therefore,

we conclude that a higher rate of interest lead$ote level of debt capital.
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Furthermore Inflation (WPI) as well negatively detening the debt

maturity for the sector, such as capital goods, 4ing related, metal, metal

products & mining and oil & gas. The overall sampl®esn’'t show any

influence of inflation on debt maturity. Thereforkigh inflation leads to low

leverage. The table 4.38 shows the summary of deiteants debt maturity of

Indian companies.

Table 4.38 Determinants of debt maturity in Indian companies

Y

GMM (1991) GMM (1998)
o . Negatively . . Negatively
Sectors Positively affecting affecting Positively affecting affecting
Previous year debt Previous year debt
Agriculture y Effective tax rate maturity, Growth Effective tax rate
maturity .
opportunity
. Firm’s quality, . Firm’s quality,
Capital Previous year debt Effective tax rate, Previous year debt Effective tax
maturity, maturity,
Goods Firm size, Liquidit Interest rate, Firm size, Liquidit rate, Interest
- y Inflation » -4 y rate, Inflation
Chemical & Fg?;vsvltzhe’
Petrg;lhem NA Firm size, NA opportunity,
Liquidity
Consumer ; . : .
Durables NA Firm size, NA Firm size,
Diversified NA NA NA NA
Previous year debt Previous year debt
maturity, Firm size, . maturity, Firm size,
FMCG Leverage ratio, Inflation Growth opportunity, NA
Liquidity Liquidity
Prevpus year debt Previous year debt . .
maturity, Leverage . ) . Firm’s quality,
. Effective tax rate,| maturity, Leverage ratio .
Healthcare ratio, . : Effective tax
. Inflation Growth opportunity,
Growth opportunity, L rate, Interest rate
bR Liquidity
Liquidity
Previous year debt Prevu_)us year ert L
. ) : . . maturity, Firm size, Liquidity,
Housing maturity, Firm size, Liquidity, Interest - .
. . Leverage ratio ,Effective| Interest rate,
Related Leverage ratio rate, Inflation :
. tax rate, Growth Inflation
,Effective tax rate .
opportunity
. Pre;wous year debt_ Previous year debt
Information | maturity Leverage ratio, : . .
. NA maturity Leverage ratio, Inflation
Technology Asset maturity, : Sl
o Asset maturity, Liquidity
Liquidity
Media &
Publishing NA NA NA NA
Metal, Previous year debt Asset maturity , .
M etal maturity, Firm size, Effective tax rate, Previous year debt F;Igctllsl/tee :th
Products & Leverage ratio, Interest rate, maturity ' :
- R . rate, Inflation
Mining Liquidity Inflation
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Miscellaneo Previous year debt

. NA Interest rate
us maturity
Previous year debt Previous year debt
. maturity ,Asset maturity . maturity ,Asset maturity, .
Oil & Gas | s quality, Liquidity, Inflation Firm’s quality, Liquidity, Inflation
Effective tax rate Effective tax rate
Power Firm size Effective tax rate Leverage ratio
Liquidity, Interest Previous year debt Liquidity,
Telecom NA rate maturity ,Asset maturity Interest rate

Textile | Firm's quality, Liquidity | FTEVI0US Yeardebt o .o o ality, Liquidity | e vious year

maturity debt maturity
Previous year debt Previous year debt
Transport | maturity ,Asset maturity, Interest rate, maturity ,Asset maturity, | Effective tax rate
Equipments Growth opportunity, inflation Growth opportunity, , Interest rate
Liquidity Liquidity

4.6 Chapter Summary

This chapter examines the various factors affectdept maturity in Indian
companies. With the help of past literature the dstuidentified variables
regarding the determinants of debt maturity. Tdentified variables are the
proxies of the theories such as agency costs, sigrmaand liquidity risks,

matching and tax effect theories. GMM 1991 and 199&ol have been used
as the appropriate technigue to measure the debtumtg in Indian

companies. Overall all sample results show thatvpres year debt maturity,
firm size, leverage ratio and growth opportunityeahe factors that directly
affect the debt maturity of Indian companies. Owe tother hand effective tax
rate, liquidity and interest rate are the factorsrarsely affecting the debt
maturity of Indian companies. The results are hgvensignificant difference

among different sectors (see table 4.38).

251 | Page



4.7 Reference

Antoniou, Antonios, Yilmaz Guney and Krishna Paullya2006. The
determinants of debt maturity structure: evidenceonf France,
Germany and the UKEuropean Financial Management,2(2), 161—
194.

Arellano, M and Bond, S, 1991.Some tests of speaifion for panel data:
monte carlo evidence and an application to employme
equations,Review of Economic StudieS8 (2), 277-297.

Barclay, Michael J and Clifford W. Smith. 1995. @ maturity structure of
corporate debtJournal of Finance50(2), 609-631.

Barnea, Amir., Robert A. Haugen and Lemma W. Senli®80. A rationale for
debt maturity structure and call provisions in thegency
theoretic frameworkJournal of Finance 35(5), 1223-1234.

Berger, Allen N., Marco A. Espinosa-Vega., W. Scéitame and Nathan H.
Miller. 2005. Debt maturity, risk, and asymmetriaformation.
Journal of Finance 60(6), 2895-2923.

Billett, MatthewT., Tao-Hsien Dolly King and Davi@. Mauer. 2007. Growth
opportunities and the choice of leverage, debt miayuy and
covenantsJournal of Finance62(2), 697-730.

Blundell, M. and Bond S. 1998. Initial condition®ich moment restrictions in
dynamic panel data models’Journal of Econometrigs 87(1),
115-143.

Brick, Ivan E and S. Abraham Ravid. 1985. On théeevance of debt maturity

structure.Journal of FinanceA40(5), 1423-1437.

252 | Page



and . 1991. Interest rateertainty and the

optimal debt maturity structure. Journal of Finaalciand
Quantitative Analysis, 26(1), 63-82.

Cai, Jun., Yan-Leung Cheung. and Vidhan K. Goya99. Bank monitoring
and the maturity structure of Japanese corporatbt desues.
Pacific-Basin Finance Journal7(3-4), 229-250.

Cai, Kailan., Richard Fairchild and Yilmaz GuneyO@. Debt maturity
structure of Chinese companiePRacific- Basin Finance 16(3)
268-297

Datta, Sudip. and Mai Iskandar-Datta. 2000. Debusture adjustments and
long-run stock price performanceJournal of Financial
Intermediation,9(4), 427-453.

G and Kartik Rama&005. Managerial

stock ownership and the maturity structure of caigte debt.
Journal of Finance60(5), 2333-2350.

Dennis, Steven., Debarshi Nandy and Lan G. Shap®®0. The determinants
of contract terms in bank revolving credit agreensedournal of
Financial and Quantitative Analysis35(1), 87-110.

Diamond, Douglas W. 1991. Debt maturity structuredaliquidity risk.
Quarterly Journal of Economi¢sl06(3), 709-737.

..and Raghuram Rajan. 2001. Banhkertgerm debt, and

financial crises: theory, policy implications, an@mpplications.
Proceedings of Carnegie Rochester Series on PulRialicy,

54(1), 37-71.

253 | Page



Flannery, Mark J. 1986. Asymmetric information amisky debt maturity
choice.Journal of Finance41(1), 19-37.

Greene, William H. 2003. P.18Econometric AnalysisFifth edition: Pearson
Education.

Greene, William H. 2008. Chapter 9Econometric AnalysisSix'" eddtion:
Upper Saddle River, N.J: Prentice Hall.

Guedes, Jose. and Tim Opler. 1996. The determinarftdhe maturity of
corporate debt issuedournal of Finance 51(5), 1809-1833

Hart, Oliver and John Moore. 1994. A theory of debtsed on the
inalienability of human capitalQuarterly Journal of Economigs
109(4), 841-879.

, and . 1995. Debt andosdgi an analysis of

the role of hard claims in constraining managemeAmerican
Economic Reviewg5(3), 567-585.

Johnson, Shane A. 2003. Debt maturity and the dffeof growth
opportunities and liquidity risk on leveragReview of Financial
Studies,16(1), 209-236.

Kale, Jayant R and Thomas Noe. 1990. Risky debtum&y choice in a
sequential game equilibriumJournal of Financial Researcgh
13(2), 155-165.

Kane, Alex., Alan J. Marcus and Robert L. McDonald85. Debt policy and
the rate of return premium to leverag®&ournal of Financial and

Quantitative Analysi0(4), 479-499.

254 | Page



Leland, Hayne E and Klaus Bjere Toft. 1996. Optim@pital structure,
endogenous bankruptcy, and the term structure eflidrspreads.
Journal of Finance 51(3), 987-1019.

Lewis, Craig M. 1990. A multiperiod theory of corpde financial policy
under taxation.Journal of Financial and Quantitative Analysis,
25(1), 25-43.

Morris, J.R. 1992. Factors affecting the maturityusture of corporate debt.
Working paper University of Colorado at Denver.

Myers, Stewart C. 1977. Determinants of corporatrbwing. Journal of
Financial Economicsb(2), 146-176.

and Raghuram Rajan. 1998. The maxraadf liquidity.

Quarterly Journal of Economic¢sl13(3), 733-771.
Ozkan, Aydin. 2000. An empirical analysis of corpbe debt maturity
structure. European Financial Management, 6(2),-242.
Stephan, Andreas., Oleksandr Talavera and Andrigpls. 2011. Corporate
debt maturity choice in emerging financial market3.he
Quarterly Review of Economics and Finan&dl(4), 141-151.
Stohs, Mark Hoven and David C Mauer. 1996. The dmieants of corporate
debt maturity structureJournal of Business69(3), 279-312.
Titman, Sheridam. 1992. Interest rate swaps angamte financing choices.
Journal of Finance47(4), 1503-1516.

and Roberto Wessels. 1988. Therohen@ants of capital

structure choiceJournal of Finance43(1), 1-19.
Warner, Jerold B. 1977. Bankruptcy costs: Some enmck. Journal of

Finance,32 (2), 337-347.

255 | Page



256 | Page



CHAPTER V

GROWTH AND LONG-TERM DEBT

5.1 Introduction

5.2 The Debt Capital to Total Assets and Debt capital to Equity
5.3 Variables and Hypothesis

5.4 Model

5.5 Result and Interpretation

5.6 Findings

5.7 Chapter Summary

5.8 References

5.1 Introduction

Determining the value of the firm is the major facd in financial
decision making. The values of firm grow only ifete is an element of
growth is present. Growth is the inevitable element any investment.
Capital structure theories are developed based oowth aspects of the
company. During our study period (2002-2011) in iamdalmost all sectors
show an extraordinary growth. According to the undeestment theory, if
growth opportunities are high, a firm should go fmore short-term debt. As
per the overinvestment theory long-term debt canlphéo control the

overinvestment behaviour of management.

There is also a relationship between the degreerevious growth and
future growth. Michaelas et al. (1999) argue thatuire opportunities will be
positively related to leverage, in particular shaerm leverage. They argue
that the agency problem and consequently the cbdin@ancing are reduced if

the firm issues short-term debt rather than longvtedebt. Myers (1977),
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however, holds the view that firms with growth opponities will have a
smaller proportion of debt in their capital strucéu This is because conflicts
of interest between debt and equity holders areeesglly serious for assets
that give the firm the option to undertake such wtlo opportunities in the
future. He argues further that growth opportunitcen produce moral hazard
situations and small-scale entrepreneurs have aentive to take risks to
grow. The benefits of this growth, if realized, Wrot be enjoyed by lenders
who will only recover the amount of their loans,sudting in a clear agency
problem. This will be reflected in increased costislong-term debt that can
be mitigated by the use of short-term debt.

The empirical evidence seems inconclusive. Someeaeshers found
positive relationships between sales growth andelage (see Kester, 1986;
Titman and Wessels, 1988; Barton et al., 1989).ddtbvidence suggests that
higher growth firms use less debt (see Kim and &sen, 1986; Stulz, 1990;
Rajan and Zingales, 1995; Roden and Lewellen, 1985Sakran, 2001).
Michaelas et al. (1999) found future growth to besgively related to
leverage and long-term debt. Cassar and Holmes 3p@dd Hall et al. (2004)
showed positive associations between growth andhblong-term debt and
short-term debt ratios, while Chittenden et al. 69, Jordan et al. (1998),
and Esperanca et al. (2003) found mixed eviderMest of the past literature
is studied the growth opportunity rather the abselpercentage growth. In
this regard, we have defined the growth as the It@@rcentage growth in
total assets. So the main purpose of the studyoisexamine growth of a

company and its dependence on long-term debt.
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5.2 The Debt Capital to Total Assets and Debt capital to Equity

To know whether growth in total asset is financey debt capital ol
equity capital (equity plus reserve) we have ched the absolute value c
total assets in comparison to equity and debt cdpiThe detail analysis he

been discussed below.

5.2.1 Sample companie

Figure 5.1 Sample companies

8000
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3000
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= choh ok

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 2011
BTD 640.998/628.671/668.691/741.588/921.667|1192.6 (1494.44|2039.66|2179.22 2562 .88
BLTD | 320.75 (322.796|344.756|360.698|423.845/ 537.97 [609.507(351.062|1078.99 122197
S5TD|315.935(299.495/316.907| 373.88 |491.412(646.224|880.523|1183.82(1099.81 134043
BTA |1557.44|1648.61|1835.75|2130.06|2609.97|3290.1 |4252.21|5328.62|6112.46 713593
WSHF | 919.88 (1024.46|1171.23|1392.79|1697.82|2117.64|2781.83| 3316 |3946.77 4586.79

Rs.in .core

Note: the figure is a yearly average of the totadlve. Where TDindicates: total debt, LTD is lor-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

The figure 5.1 illustrates the growth in total ass@and major capital
for the sample companies taken as a whole. During gtudy perid the total
assets are grownp by 4.58 times. At the same time the total dehpital
increases by 3.99 times and the share holder'stgquses by 4.98 times. Ot
of total debt, longterm debt is increases by 3.80 times and s-term debt

by 4.24 times.
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5.2.2 Agriculture secto

Figure 5.2 Agriculture sector
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2002 2003 2004 2005 20056 2007 2008 2009 2010 2011
BTD (415421 403.018(3/5.501|332./55(392.0//(62/7.001|/91.684|10000.83 | 1104 |[1391.83
WLTD (212.424|174.851|189.254|183.068|176.457|318.304|309.052|428.595|474.634|552.962
STD|202.241|228.167|186.247 |149.657|215.398|308.475|482.632|572.226| 628.37 |838.868
WTA |788.016|753.471|798.367|819.244|995.125| 1391.9 |1728.41|2088.67|2418.29|2933.53
WMSHF|372.594|350452|122.866 |186.189|603.016|764.899|936.722|1087.85|1215.29| 1541.7

Note:ithe figure is a yearly average of the total valu&here TD indicates: total debt, LTD is lo-term
debt, STD shorterm debt, TA is total assets and SHFshareholders’ equity

The figure5.2 shows the status of growth in total assetsaltatebt,
long-term debt, shorterm debt and shareholders’ equity for the studyige
of agriculture sector. During the study period,abtassets are grov-up 3.72
times, total debt capital increases 3.35 times and shareholder’s equity
4.13 times. Out of total debt, lo-term debt rises by 2.60 times and sl-

term debt growndp by 4.14 times

5.2.3 Capital goods secto

The figure 5.3 explains the growth in the total @tssin comparison ti
total debt, shareholders equity, lc-term debt and shorterm debt for capita
goods sector. During the study period the totaleassare grown as much

4.84 times. Total debt cajal is increased by 2.81 times and sharehold
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equity is increased by 6.30 times. Out of total delpital lon¢- term debt
grown-up by 2.46 times and the sh-term debt grown by 3.27 time

Figure 5.3 Capital goods sector
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2002 2003 2004 | 2005 2006 | 2007 2008 2009 2010 2011

BTD |205.147| 184.44 |126.552|158.366|165.117|239.765|306.551 433.868 |510.838|576.583
BLTD [110.445/69.9562|57.6603 |82.7559(91.4523|127.274| 120.78 182.254|237.326 /272561
[STD| 9276 | 1144 |68.8921|75.6105|73.664%|112.491|185.771 301.615|273.511|304.022
BTA |467.034|470.664|418.737|511.583|659.734/877.974|1264.13 1640.53|1991.57/2262.12
BSHF |261.887|286.224(292.185|353.216|494.617|638.209 |957.581 1156.66(1451.62 |1651.15

Note: the figure is a yeayl average of the total value. Where TD indicatestal debt, LTD is lon-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity.

5.2.4 Chemical and petrochemicals sectt

Figure 5.4 Chemicals & petrochemicals sector
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Q
o
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£ 1000
500
0
2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
mTD |289.09 241.45|308.65|346.14|349.27 |383.51 |564.19 |687.43 | 607.17 611.02
WLTD (242,72 20042 | 1/5./74 | 181.51 | 200.2/|23/.71|193.29 | 220.28 | 234.55|226.142
WmSTD (146.37 [ 141.03 |1 132.92 | 164.62 149 1458 |370.91 |467.15 | 372.61 | 384.59
mTA |782.66 753.92 756.66|844.08|915.49 |1027.8 |1451.7 |1647.7 | 1764.5 1954.8
mSHF (293,57 | 412.47 | 448.01|497.95|566.22 |644.35 |887.55 |960.23 | 1157.3 | 1243.8

Note: the figure is a yearly average of the total valuwhere TD indicates: total debt, LTD is lo-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

The figure 5.4 shows the growth in total assets aadious capitals used t
finance the assets in the chemicals and petrochamicector. During th
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study period, total assets are increased by 2.4%%. Meanwhile the tote
debt is raised by 1.57 times and shareholders’ Bgis increased by 3.4
times. Out of total debt, lor-term debt declined to 0.93 times and sl-term

debt increases by 2.62 timi

5.2.5 Consumer durables secto

The table 5.5 indicates the comparison of total easswith the various
capitals used to finance the assets for consumenldle sector.During the
study period the total assets are grown up by 12i8fes. However the tote
debt is increased by 10.66 times and shareholdegsity by 16.92 times. Ot
of the total debt capital lor-term debt capital rises by 8.29 times and s-
term debtcapital rises by 13.60 time

Figure 5.5 Consumer durables sector
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
WTD |198.375|210.483|220.076|257.978|743.889| 1284.8 (1017.32|1484.69|1643.79| 2111.9
mLTD |110.558| 94.49 |71.4725(72.9438|366.006|705.133|543.869|660.926|928.914|916.794
STD [87.8175(115.993|148.604|185.034|377.883|579.663|/473.454|823.763| 714.88 | 1195.1
BmTA |317.478|327.126/341.051|376.925|1537.98|2175.62|2207.79|2891.72|3236.52|4126.99
WSHF [119.103|116.644|{120.975|118.948|794.094|890.821|1150.46|1407.03|1592.73| 2015.1

RS.in. core

Note: the figure is a yearly average of the totadlue. Where TD indicates: total debt, LTD is Ic-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity
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5. 2.6 Diversified sector

Figure 5.6 Diversified sector
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
mTD | 285.71(234.041|249.636|368.143|613.539|1103.19|1157.74|155595|1603.97|1313.15
BT |164.596(130.904|122.529/166.4/4|341.195(593.826/5/5.906| /85 856|815 2258 bbE.263
SID(121.122|106.304|12/7.114|201.6/3|24/2.345|509.363|581.834|/69.891| /58./41|644.891
WTA |642.435/584.629| 666.49 (795.423| 1150.7 |1577.79/2301.78| 2564.1 |2689.73/2807.25
mSHF |385.635(398.743|438.434|483.898|679.406(892.573|1551.88|1484 81|1455.66|1560.94

Note: the figure is a yearly average of the totadlue. Where TD indicates: total debt, LTD is Ic-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

The figure 5.6 shows the growth in total assets and varioupitas
used to finance the assets in the diversified secbauring the study period
total assets are increased by 4.36 times. Meanwthiéetotal debt is raised b
4.59 times and shareholders’ equityincreased by 4 times. Out of total del

long-term debt rises by 4 times and sk-term debt increases by 5.32 tim

5.2.7 FMCG sector:

The table 5.7 indicates the comparison of totaleasswith the variou:
capitals used to finance the assets for FMCG sector. During the stud
period the total assets are grown up by 3.96 tintégswever the total debt i
increased by 6.51 times and shareholders’ equity3b44 times. Out of thi
total debt capital longerm debt capital rises by 8.79 times and s- term

debt capital rises by 4.95 time
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Figure 5.7 FM CG sector
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0 2002 | 2003 | 2004 | 2005 | 200€ | 2007 | 2008 | 2009 | 2010 | 2011

BTD | 104.53|85.3214{187.675|216.13 [230.449|314.272|369.156/476.712(621.£485|681.022
WLTD 42.5714|33.7305/95.4045/114.995(127.8617|128.276(202.145[250.859/374.671|374.305
W5TD1.9591/51.5909(92.2614/101.135(101.427|185.996) 167.01 225.626246.613/306.718
BTA 642.171706.319(797.7231942.297|1127.33|1346.91|11501.94|1835.27|2218.37|254€.57

BSHF544.978|623.186|608.985(722.725894.103| 1030.8 [1131.22|1362.96/1600.74|1876.62

Note: the figure is a yearly average of the totadlue. Where TD indicates: total debt, LTD is Ic-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

5.2.8 Healthcare sector:

Figure 5.8 Healthcare sector
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
mTD |123.63/143.18|169.58|286.31|437.97|535.84 |581.11|788.59 |696.28 |832.55
WLTD | 69.253 |81.286|82.225|182.11|262.63|355.47 |336.08 |452.52 |390.16 | 450.64
mSTD|54.375|61.896 | 86.662| 104.2 |175.33|180.38 | 245.03 |336.07 |306.12 | 381.92
BTA | 441.8 |518.28|625.78|826.67|1083.8|1394.5|1675.9|2019.3 |2293.9 | 3058.2
W5SHF|330.78 397.33 | 488.09|572.09|698.37|937.59 |1204.8 | 1376 |1707.3|24245

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

The figure 5.8 explains the growth in total assated various capital
used to finance the assets in the healthcare se&uoring the study period

total assets are increased by 6.92 times. Meanwthiéetotal debt is raised b
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6.73 times and shareholcs’ equity is increased by 7.32 times. Under -

total debt, the longerm debt raised by 6.50 times and sl-term debt

increased by 7.02 times.

52.9 Housing related secto

The figure 5.9 indicates the comparison of totasets with the variou

capitds used to finance the assets for housing relatedta. During the

study period the total assets are grown up by 1Qiftes. However the tote

debt is increased by 7.79 times and shareholdegsity by 14.76 times. Ou

of the total debt capital lor-term debt capital rises by 8 times and si-

term debt capital rises by 7.29 tim

Figure 5.9 Housing related sector
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B TD [328.647(366.556| 440.22 493.643|651.978/985.622(1480.79/1817.96/ 2091.8 |2560.02
B LTD |228.755(258.764(300.759/355.129/484.521/697.172(853.797/1211.36/1557.91/1831.44
STD [99.8775(107.766|139.453{137.104{168.883|287.915/626.93£606.518533.809|728.391
BTA |520.814|575.922|726.922/843.924{1156.411781.72/3100.36/3785.29/4645.86/5547.58
B SHF [200.915(219.726] 294.04 | 352./8 |519.205(820.3121655./11982./92533.34/2965.46

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD short-term debt, Ti& total assets and SHF is shareholders equ

5. 2.10 Information technology sec:

The figure 5.10 shows the growth in total assetsl aarious capitals

used to finance the assets in the information tedbgy sector. During thi
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study period, total ssets are increased by 8.08 times. Meanwhile thalil
debt is raised by 27.34 times and shareholders’itggis increased by 7.1
times. Out of total debt, lor-term debt rises by 12.34 times and skterm
debt increases by 55.55 tim

Figure 5.10 Information technology sector

4500
4000
3A500
30C0
2500
2000
1500

1000

500
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
BTD 215075|28.6258(34.1675|38.5183|48.6567(123.036|324.829|432.814|/609.083|588.212
BLTD 14.0408/16.3013|/18.5671(19.5917(25.4029| 73.735 |77.6292|94.5996(155.719|173.377
WSTD |7.46667|12.324€|15.60041|18.62416|25.2538(19.3013| 247.2 |338.115(153.365|111.835
WMTA 481.633592.291(602.437/809.183| 993.45 |1537.01(2096.96(2561.28|13426.69/3895.11

W 5SHF |1460.125|563.665| 568.32 |770.665|944.794|1413.98|1772.13|2128.46(2817.61| 3306.9

Rs.core

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

5.2.11 Media and publishing secr

Figure 5.11 Media & publishing sector
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2002 2003 2004 2005 2006 | 2007 2008 2009 2010 2011

mTD |71.6886|83.8085|67.6757(116.397|211.401|183.596|256.391|316.943|428.316(422.707
WLTD | 32,75 |28.3443|25.3357|95.7457|151.241|103.316|128.044|14C.153| 145.09 |160.279
mSTD [38.9386|55.4043|42.6557(20.6514| 6016 | 80.28 [128.347| 176.79 (279.226/262.329
EWTA |731.02 |745.993\477.641|544.816|673.874| 849.3 |1059.41|1243.48|1433.91|15456.17
WSHF 1659.331/662.184|409.766|428.419|462.473|665.704|803.017|926.541|1005.59(1123.46

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity
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The table 5.11 indicates tfcomparison of total assets with the varic
capitals used to finance the assets for housingtesl sector. During th
study period the total assets are grown up by Ziikles. However the tote
debt is increased by 5.89 times and shareholdegsity by 1.70 times. Out of
the total debt capital lor-term debt capital rises by 5.89 times and s-

term debt capital rises by 6.73 timr

5.2.12 Metal, metal products and mining seci

The figure 5.12 explains the growth in the totabats in comparison t
total debt, shareholders equity, lo-term debt and shorterm debt for metal
metal products and mining sector. During the styayiod the total assets a
grown as much as 6.79 times. Total debt capitatased by 3.74 times an
shareholders’ equity isncreased by 10.98 times. Out of total debt cap
long- term debt grownup by 3.25 times and the sh-term debt grown by

4.67 times

Figure 5.12 Metal, metal products and mining sector
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2002 | 2003 | 2004 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
WTD | 1227.3|1275.5|1097.2|1053.9|1200.6 |1706.7 | 2298.7|3211.9 |3861.4 |4591.8
WmLTD |807.05|871.39|773.56|733.61|770.32 |1007.1|1079.4 |1484.6 | 2257.7 | 2628.8
STD | 420.26 1403.97|323.61|320.24 |425.25 |699.62 | 12193 |1727.3|1603.8| 1963
WTA | 2122.8|2181.1|2290.1| 2895 |3643.3 |5094./ | /680.2 |9658.1 | 12001 | 14431
WSHF| 885.5 |905.53|1192.9|1841.1|2442.8 | 3388 |5381.4|6446.2|8139.39839.3
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Note: the figure is a yearly average of the totadlve. Where TD ndicates: total debt, LTD is lor-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

5.2.13 Miscellaneous sect:

The table 5.13 indicates the comparison of totadeds with the variou
capitals used to finance the assfor miscellaneous sector. During the stu
period the total assets are grown up by 4.28 tintégswever the total debt i
increased by 2.84 times and shareholders’ equity6b37 times. Out of thi
total debt capital longerm debt capital rises by 3.27 tils and shol- term
debt capital rises by 2.45 time

Figure 5.13 Miscellaneous sector
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
BTD |257.643/260.386(292.098|234.699|297.266|436.277|512.117| 728.15 |676.027|732.479
ELTD|121.57 |131.274|182.509|159.919|191.781|260.319|283.022|379.487|340.847|398.557
STD|136.073|129.112|109.588| 74.78 |105.485|175.958|229.095|346.997| 335.18 (333.923
BTA |443.189|494.688|560.103|609.453/770.804|/1040.77|122€.28|1531.59/1661.49/1896.71
W SHF |185.546|234.503|268.006|374.754/473.538|604.493|714.158|803.444|985 466 |1164.23

Note: the figure is a yearly average of the totadlue. Where TD indicates: total debt, LTD is Ic-term
debt, STD shorterm debt, TA is total assets and SHF is sheolders equity.

5. 2.14 Oil & gas secto

The figure 5.14 shows the growth in the total asset comparison t«
total debt, shareholders equity, Ic-term debt and shorterm debt for oil anc
gas sector. During the study period the total assae grown as much as 3.

times. Total debt capitals raised by 3.38 times and shareholders’ equit
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increased by 4.09 times. Out of total debt capi@ig- term debt grow-up

by 1.67 times and the sh-term debt grown by 4.67 times.

Figure 5.14 Oil & gas sector
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

WTD |3172.64|2786.81| 3282.9 |3343.91/14624.22/5471.31/6811.07, 10014 |9614.24/10720.7
WLTD |1372.35/1166.47|1127.38| 864.82 (965.059(996.811/1056.21|1879.28|2170.79|2299.55
[STD|1800.29|1620.33|2155.51|2479.059|3659.16| 4474.5 |5754.8€/8134.68|7443.45/8421.18
WTA |7991.79/8387.88/9783.43|10872.2|13507.9(16065.4/19510.4/125810.8/27340.1/30458.3
W SHF|4819.15/5601.07/6500.53|7528.25(8883.64| 10594 |12699.3/15796.9/17725.9/19737.5

Rs.core

Note: the figure is a yearly average the total value. Where TD indicates: total debt, > Ts long-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

5. 2.15 Power sector:

Figure 5.15 Power sector
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

WTD |2513.59]|2822.3 |2992.32/3289.2 (3537.25/4247.35/4710.58/6088.42|7058.35| 8506.8
mLTD 949.554/1419.26/ 1739.1 |1625.29|1827.13| 2206.8 |2766.22|3714.91|4683.47|5534.24
[mSTD[1564.04{1369.52|/1201.15/1613.56|1663.05|1993.48|1944.36|2373.52|2374.67|12972.55
BMTA |6198.77/6962.99/7774.64/8774.73/9681.47|11089.9/12806.3|14773.9/17353.2|20074.7
WSHF [36585.19/4140.69/4782.32/5485.53|6144.22|6842.54| 8095.7 | 8685.5 |10294.8/11567.9

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lo-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity
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The figure 5.15 indicates the comparison of totalsets with the variou
capitals used to finance the assets for power gedDuring the study perio«
the total assets are grown up by 3.23 times. Howettee total debt ic
increased by 3.38 times and shareholders’ equity3by3 times. Out of thi
total debt capital longerm debt capital rises by 5.82 times and s- term

debt captal rises by 1.90 time

5.2.16 Telecom sector:

Figure 5.16 Telecom sector
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2002 2003 2004 | 2005 2006 | 2007 | 2008 | 2009 2010 | 2011
WTD |526.222|370.086| 522.6S [1015.96|1062.68(1310.27|1762.87|2051.52|1856.86|3799.43
BLTD |324.574|108.854/317.707|742.965|611.469|608.836/809.202|838.553|1027.35|1443.15
STD |201.622|261.175/204.983|276.768|451.04 |701.436(953.667|1212.97|829.506|2356.28
BTA |2352.24|2178.87|2369.35|2853.61|3058.43|3927.39|5357.04|7025.97|7489.06|9996.92
WSHE [1826.02|1808./8/1840.69(1833.65|14995./5(261/.12|3594.1//49/4.45| bb3.2.2 |619/.49

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD shorterm debt, TA is total assets and SHF is shareho$dequity.

The figure 5.16 shows the comparison of total asseith the various
capitals used to finance the assets for telecontose®uring the study perio
the total assets are grown as much as 4.25 timetalTdebt capital is raise
by 7.22 times and lmreholders’ equity is increased by 3.39 times. @fi
total debt capital longterm debt grow-up by 4.44 times and the sh-term

debt grown by 11.68 time
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5. 2.17 Textile sector:

The figure 5.17 indicates the comparison of totalsets with the varics
capitals used to finance the assets for textileteecDuring the study perio
the total assets are grown up by 3.58 times. Howettee total debt ic
increased by 3.64 times and shareholders’ equity3by2 times. Out of thi
total debt capital longerm debt capital rises by 6.22 times and sk term

debt capital rises by 2.81 time

Figure 5.17 Textile sector
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2002 2003 2004 2005 2006 2007 2008 2005 2010 2011
BTD |677.269|578.628/704.876|852.757| 10459 |1422.74|1830.53|2238.69|2305.94|2465.45
WLTD |266.666(242.724|255.594|372.823|580.255|780.142|1062.52|13293.77(1608.06| 1659.4
STD |281.116|287.958(315.806|349.855(350.986|455.209|630.146/696.333| 683.18 |791.347
BTA |1346.94|1400.27|1551.96| 1813.4 |2180.72(2815.73| 3533.4 | 4116 |4203.01|4826.27
WSHF |669.674(721.639|847.088(|960.645(1134.82|1392.99|1702.87|1877.31|1897.06|2360.82

Note: the figure is a yearly average of the totadlve. Where TD indicates: total debt, LTD is lc-term
debt, STD short-term debt, TA tetal assets and SHF is shareholders equ

5. 2.18 Transport equipment secti

The figure 5.18 indicates the comparison of totadsets with the
various capitals used to finance the assets in ttmsport equipmen
sector. During the study period the total assetse grown up by 4.9:

times. However the total debt is increased by4 times and shareholder
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equity by 5.52 times. Out of the total debt capitahg-term debt capita

rises by 3.08 times and sh- term debt capital rises by 3.48 time

Figure 5.18 Transport equipment sector
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
mTD |419.509(377.546|358.924|510.454|618.201|730.807|961.708|1459.38|1566.78 1695.94
BLTD|258.423|235.505(221.159| 1449.9 |292.967|304.688| 324.26 |513.552| 793.57 795.983
STD|161.089| 141.41 |135.307|251.856|325.243|426.119|635.529|944.993|767.8538 899.957
BTA |1035.38|1052.77|1166.85|256.874|1822.16|2273.92|2822.98|3758.63|4393.54 5093.6
W SHF|615.872(675.228|807.925(939.443|1203.85|1543.12|1861.27|2299.25|2826.76 3402.66

Note: the figure is a yearly average of ttotal value. Where TD indicates: total debt, LTD lieng-term
debt, STD shorterm debt, TA is total assets and SHF is sharehosdequity

5. 3 Variables and Hypothesis

Long-term debt (LTD) is taken as depended variable aad dxamining the
growth andits dependenceon longterm debt. We have taken the ma]
internal and external factors affecting growth offiem in financial point of

view as independent variab|

5.3.1 Internal factors

Firm Size (GTA): Titman and Wessles (1988) indicates that mof the
capital structure theories argue that the type efeds owned by a firm i
some way affects its capital structure choice. Mouer, they said firms witt

more tangible assets that can be used as collatesl be expected to isst
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more debt. Larger firms are more diversified anehbe have lower variance
of earnings, making them able to tolerate high de#tioslarger firms are
more diversified and hence have lower variance afnéngs, making them
able to tolerate high debt ratig€astanias, 1983; Wald, 1999). Smaller firms,
on the other hand, may find it relatively more dgsto resolve information
asymmetries with lenders, thus, may present lowebtdratios (Castanias,
1983). Lenders to larger firms are more likely tetgepaid than lenders to
smaller firms, reducing the agency costs associaneth debt. Therefore,
larger firms will have higher debts. Empirical eeimce on the relationship
between size and capital structure supports a positelationship. Several
works show a positive relationship between firm esiand leverage (see
Barclay and Smith, 1996; Friend and Lang, 1988; tBar et al., 1989;
Mackie-Mason, 1990; Kim et al., 1998; Al-Sakran,02Q Hovakimian et al.,
2004). Their results suggest that smaller firms arere likely to use equity
finance, while larger firms are more likely to isswdebt rather than stock.
Their results showed that the success rate fordafigms applying for bank
loans was higher than that of smaller firms. We swe& the firm size as
growth in total assets (current year total assatBtsacted by last year total
assets divided by the last year total assets). $hedy predicts a positive

relationship between GTA and the issue of long-tetebt.

H,: There is no significant relationship between figize and long term debt

Ho: There is a positive relationship between firmesiand long term debt
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Non-debt tax shields (GNDTX): Numerous empiricaudies have explored
the impact of taxation on corporate financing deens in the major
industrial countries. Some are concerned directlythwtax policy, for
example: MacKie-Mason (1990), Shum (1996) and Gmah@999). MacKie-
Mason (1990) studied the tax effect on corporateaficing decisions and
provided evidence of substantial tax effect on tteoice between debt and
equity. He concluded that changes in the marginat trate for any firm
should affect financing decisions. Titman and Wess(1988) says that firms
with large non-debt tax shields relative to thexpected cash flow include
less debt in their capital structures. We measure non- debt tax shield as
growth in depreciation to total assets (current ryekepreciation to total
assets subtracted by last year depreciation tol tasaets divided by the last
year depreciation to total assets). And we are exipg a negative

relationship between GNDTX and the issue of longatedebt.

H,: There is no significant relationship between ndebt tax shield and long
term debt
Ho: There is a negative relationship between non-dédt shield and long

term debt

Profitability (GROE): The relationship between firprofitability and capital
structure can be explained by the pecking ordeotlgevhich holds that firms
prefer internal sources of finance to external sms. The order of the
preference is from the one that is least sensitjaerd less risky) to the one

that is most sensitive (and most risky) that arisecause of asymmetric
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information between corporate insiders and less |Iwlformed market
participants (Myers, 1984). By this token, profitabfirms with access to
retained profits can rely on them as opposed toea@png on outside sources
(debt). Murinde et al. (2004) observe that retensaare the principal source
of finance. Titman and Wessels (1988) and Bartonakt(1989) agree that
firms with high profit rates, all things being equavould maintain relatively
lower debt ratios since they are able to generatehsfunds from internal
sources. We measure the profitability as growthrénurn on equity (current
year return on equity subtracted from last yearureton equity divided by
the last year return on equity). And we are expegta negative relationship

between GROE and the issue of long-term debt.

Hi: There is no significant relationship between ptability and long term
debt

Ho: There is a negative relationship between profilély and long term debt

Firm’s quality (GRE): the credit quality of therfn is having a direct
relationship between the debt capitals. We are ledb get the credit rating
of the sample companies so instead of credit ratneghave measured firm’s
guality by growth the general reserve (current yeaserve subtracted from
the last year reserve divided by the last year resepof the company. We are
predicting a negative relation shipment betweemfs quality and issue of

long-term debt.

Hi: There is no significant relationship between fisnguality and long term

debt
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Ho: There is a negative relationship between firm'sadity and long term
debt

5.3.2 External factors:

Under external factors we are considering the eaoito growth of the
country during the study period. The studies meastive economic growth of
the country using the growth in the Gross DomesHcoduct (GDP) at
constant price (current year GDP subtracted by hesdr GDP divided by the
last year GDP). We are predicting a positive redaship between GGDP and

the issue of long-term debt.

Hi: There is no significant relationship between eoaric growth and long
term debt
Ho: There is a positive relationship between economiowth and long term

debt

5.4 Model:

For the analysis GMM (1991) and GMM (1998) has bem®d. More details
of the models are mentioned in chapter IV. The p®ed model for the

analysis is given

LTD, = B, +5(LTD,.,) + B,(GTA) + B,(GROE) + 5;(GRE,) + 5,(GNDTX,)
+Bs(GGDR) +77, +&;..

Where LTD;, is the current year long-term debt?
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5. 5 Result and Interpretations®
5.5.1 Sample companies:

The table 5.1 shows the result of dynamic paneladf&dr the sample
companies taken as a whole. From the results ef $largan tests, we can
conclude that we can reject the null hypothesisimgtrument validity, and
consequent restrictions generated, from use of @éM (1991) and GMM
system (1998) dynamic estimators respectively. Hoere the results of the
second order autocorrelation tests concerning respely the GMM (1991)
and GMM system (1998) dynamic estimators, allowtosconclude that we
cannot reject the null hypothesis of absence ofoseicorder autocorrelation.
Therefore, given the validity of the absence of sed order autocorrelation,
but instruments invalidity we cannot conclude thidte GMM (1991) and
GMM system (1998) dynamic estimators are efficieamd robust. In case of
GMM (1991) L1.LTD, L3.LTD, GTA and GGDP is positilye significant at 1
percent. L2.LTD and constant are negatively sigeaht at 1 percent. GRE
and GNDTX are having a negative insignificant coeifént. However GROE
has a positive insignificant coefficient. For theM®! (1998) L1.LTD, GROE,
GRE and GGDP are positively significant at 1 periceBut the constant is
negatively significant at 1 percent. GTA and GNDThaving a positive

insignificant coefficient.

3 In the sector wise analysis we have omitted Consumer durables sector due to the significance of Sargan test.
Significance of Sargan test indicates that the GMM model is not the correct specification for consumer durable
sectof.

277 | Page



Table 5.1 Result of dynamic panel least squares for sample companies

GMM 1991 GMM1998
Variables | Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTD 1.30381 0.02353| 0.0000p 1.30445 0.02596 @00
L2.LTD -0.24199 0.02515| 0.00000 -0.16935 0.02131 00000
L3.LTD 0.09627 0.02163| 0.0000p
GTA 21.23297 4.30972| 0.00000 0.00024 0.00146 08670
GROE 2.04362 3.26169] 0.53100 1.58006 0.03745 0mQ00
GRE -4.95565 3.80629| 0.193Q0 0.06895 0.01983 0mO10
GNDTX -1.07019 0.84369| 0.20500 0.13389 0.47886 @08
GGDP 2067.6220| 521.629500.00000| 2441.49400 608.68220  0.00000
_CONS -152.80610 42.06297 | 0.00000 -198.38720 54.25940 0.00000
Wald Chi 41978.49*** 6301.49***
Sargan tes 36.97419 33.6868
AB Test Order 1 -3.5654*** -3.6713***
AB Test Order 2 0.0534 -0.61171
Number of observations = 1926 Numbeolafervations = 1926

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are( LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)» in the first difference equations, a{dALTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofiigance of the validity of the instrument
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oridlelest has norma|
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1dl aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

5.5.2 Agriculture sector:

The table 5.2 explains the result of dynamic panebhst squares for
agriculture sector. The result of GMM (1991) showfsat L1.LTD, GTA,

GROE and GGDP having a positive significant coeiféitt of 1 percent, 1
percent, 5 percent and 1 percent respectively. Hewe GRE has a negative
coefficient significant at 1 percent. GNDTX and n=dant are having a
negative insignificant coefficient. The result &MM (1998) indicates that
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LI.LTD, GGDEP and constant are positively signifidaat 1 percent. The
GRE is negatively significant at 1 percent. GTA akROE are having a

positive insignificant coefficient likewise GNDTX das a negative

insignificant coefficient.

Table 5.2 Result of dynamic panel least squares for agriculture sector

GMM 1991 GMM1998
Variables | Coefficient Std. Error Prob. Coefficient Std. Erroy Prob
L1.LTD 0.878082 0.030040; 0.000000 0.494692 0.011069| 0.000000
GTA 123.84220| 33.047370 0.000000 1.305270 42.888650 0.976000
GROE 5.717627 2.640863 0.0300000.710572 3.867517| 0.854000
GRE -32.44844| 14.403660 0.02400054.645550| 18.278970 0.003000
GNDTX | -63.13029| 59.705810 0.290000-62.416110| 92.678620 0.501000
GGDP 628.54080 171.34340 0.000000930.61740| 201.5266000.000000
_CONS -8.002734| 29.592170 0.78700@33.095800| 35.170510 0.000000
Wald Chi 56251.02*** 34336.88***
Sargan test 12.7936 9.623704
AB Test Order 1 -1.8209* -1.7664*
AB Test Order 2 1.5652 1.4664
Number of observations = 144 Numberlifervations = 126

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instruments
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oriletest has normal
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,18l aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in bracl&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

=

5. 5. 3 Capital goods sector:
The table 5.3 indicates the result of dynamic palealst squares for the

capital goods sector. The GMM (1991) result shothat L1.LTD, GTA and
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GGDP are having a positive significant coefficieot 1 percent. However
GROE, GRE, GNDTX and constant are having a negatcoefficient
significant at 1 percent. The result of GMM (I®9illustrates that LI.LTD,
GTA, GGDEP and constant are positively significaatt 1 percent. GROE

and GRE are negatively significant at 1 percent. 3N has a negative

insignificant coefficient.

Table 5.3 Result of dynamic panel data for capital goods sector

GMM 1991 GMM1998

Variables Coefficient Std. Error| Prob. Coefficient Std. Error Prob.

L1.LTD 1.06651 0.00008| 0.00000 0.80815 0.00016 @00
GTA 4.01806 0.05374| 0.00000 1.72209 0.18617 0.00000
GROE -8.18920 0.05066  0.00000 -10.09599 0.03738 000@
GRE -0.60925 0.03774  0.000Q00 -0.13088 0.04722 0®O6
GNDTX -0.31149 0.01754| 0.00000 -0.02338§ 0.01921 240D

GGDP 965.95690 6.66914  0.00000 35.67802 12.43094 00400

_CONS -60.11447, 0.65443  0.00000 38.99338 3.70758 00000

Wald Chi 3.05E+Q9*** 1.18E+Q9***
Sargan test 38.77069 32.26484
AB Test Order 1 -1.7579* -1.7334*
AB Test Order 2 -0.92664 -0.84303
Number of observations = 312 Numberlifervations = 273

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LT D, t—Z’Z Z,ii.p),inwhich Z, ; _, are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)s in the first difference equations, ar{@LTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygmis of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in bracl&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

0

=
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5. 5.4 Chemical and petrochemical sector:

Table 5.4 Result of dynamic panel least squares for chemicals & petro-
chemicals sector

GMM 1991 GMM1998
Variables | Coefficient|  Std. Errof Prob Coefficient Std. Error Prob.
L1.LTD 0.83345 0.23892 0.00000 0.20228 0.12999 0.12000
GTA 162.88050| 194.57170 0.40300-194.69430 277.4397Q0  0.48300
GROE 9.04053 12.08870 0.45500 31.61658 27.32811 0.24700
GRE -7.66135 13.31095 0.56500 -1.75930 2.78430 0.52700
GNDTX | 152.82440| 163.12940 0.34900 -33.58377 150.78550  0.82400
GGDP 1509.4740 1026.2050 0.141001451.21400 616.2174( 0.01900
_CONS | -122.3856(0 137.97560| 0.37500 16.08626 45.94237 0.72600
Wald Chi 8.17E+02*** 5.92E+02***
Sargan test 3.293482 3.369738
AB Test Order 1 -1.4162 -0.69964
AB Test Order 2 -1.0378 -1.0889
Number of observations = 88 Number cfesbrations = 77

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)» in the first difference equations, ar{dLTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instruments
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Orilelest has norma|
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1dl aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existesicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

=

¥

The table 5.4 explains the result of dynamic pahedst squares for
chemical and petrochemical sector. The GMM (199¥sult shows that
L1.LTD positively significant coefficient at 1 peeat. However, in case of
GMM (1998) GGDP is positively significant at 5 pentt. The rest of the

variables of both the models are insignificant.
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5. 5.5 Diversified sector:

Table 5.5 Result of dynamic panel least squares for diversified sector

GMM 1991 GMM1998
Variables | Coefficientl  Std. Errof Prob Coefficient Std. Error Prob.
L1.LTD 0.91479 0.24920 0.00000 1.09570 0.27439 0.00000
GTA 754.78100| 285.63790 0.00800 887.86290 401.10490, 0.027Q0
GROE -11.51953 64.64894  0.85900-32.99600 93.07626 0.72300
GRE -320.9407Q 94.20437 | 0.00100 -224.77290 68.56180 0.001Q0
GNDTX | 170.75790| 229.8957(0 0.458(00 125.18530 190.84550; 0.5120Q0
GGDP 2252.83000 9153.216D0 0.806P(B938.08800| 8292.53100 0.63500
_CONS 91.37493 1103.8430 0.934p0-388.81400 871.67410; 0.656Q0
Wald Chi 1.23E+03*** 7.25E+03***
Sargan test 1.609783 1.761829
AB Test Order 1 -3.7814*** -2.3982**
AB Test Order 2 1.3772 1.1629
Number of observations = 64 Number cfesbrations = 56

n
Notes: 1. In the GMM(1991) estimator the instrursemsed are LT D, t—Z’Z Z,;:.p),inwhich Z, ; _, are the deb

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH t2)s in the first difference equations, a{dLTD, ,t-Z'ZAZk i 1-2):in the level equations. 3.

K=1

K=1

K=1

The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the

explanatory variables, against the alternative bygmis of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;

significant at 10% significance.

)

=

The table 5.5 indicates the result of dynamic pahedst squares of

diversified sector. L1.LTD and GTA are positivelygsificant and GRE is

negatively significant at 1 percent for

However, other variables are not showing significan

both GMM 9d1) and (1998).
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5.5.6 FMCG sector:

The table 5.6 indicates the result of dynamic palealst squares for the
FMCG sector. L1.LTD and constant are having a pesi significant
coefficient at 1 percent for both GMM (1991) and GIM(1998). And GTA,
GROE, GRE and GNDTX are having a significant negaticoefficient for
both the model. However GGDP has a negative inigigant coefficient at 1
percent for GMM (1991) and having a negative sigeaht coefficient in case
of GMM (1998) at 1 percent.

Table 5.6 Result of dynamic panel data for FMCG sector

GMM 1991 GMM1998
Variables | Coefficien Std. Error Prob. Coefficient Std. Errar Prob
L1.LTD 0.97108 0.00329| 0.00000 0.69341 0.00293 @O0
GTA -0.08753 0.01297| 0.00000 -0.05898 0.01684 @Oo0p
GROE -17.25652 3.33677,  0.00000 -12.91407 1.84543 00000
GRE -4.93609 0.70762| 0.00000 -3.42438 0.913f4 0m00

GNDTX | -120.21580 4.30087 | 0.0000¢ -92.96684 3.36436 0.00000

GGDP -85.22951] 135.109600.52800| -1798.97900 2497840  0.00000

_CONS 37.25824| 12.7297yY 0.00300 234.68620 4.75629.00000

Wald Chi 2. 70E+Q7*** 5.16E+06***
Sargan tesl 14.56088 20.76522
AB Test Order 1 -1.4292 -1.435
AB Test Order 2 -0.00346 0.03741
Number of observations = 176 Numberlidesvations = 154

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LT D, t—Z’Z Z,;:.p),inwhich Z, ; _, are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)s in the first difference equations, ar{@LTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygmis of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofigance of the validity of the instrument
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oridletest has norma|
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=
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5.5.7 Healthcare sector:

Table 5.7 Result of dynamic panel data for healthcare sector

GMM 1991 GMM1998
Variables | Coefficient| Std. Errar Prob. Coefficient Std. Error Prob.
L1.LTD 0.87532 0.00189| 0.00000 0.80779 0.00249 @00
GTA 79.73412 | 11.32903 0.000Q0 68.58007 412771 0000
GROE 32.89873 1.45210 0.00000 19.76769 0.95971  000(¢
GRE -120.11690, 4.14794  0.00000 -97.9973b6 4.40407 00000

GNDTX -91.49858 | 8.14117] 0.000Q00 -89.82479 2.52745 .00@00

GGDP 1041.77600 73.09055| 0.00000| 1222.90100 60.23182 0.00000

_CONS 5.62609 7.07658 0.42700 -20.0283[L 8.15390 140M

Wald Chi 1.21E+Q7*** 1.19E+Q7***
Sargan test 28.90168 20.59359
AB Test Order 1 -2.3107** -2.299**
AB Test Order 2 1.6152 1.5946
Number of observations = 232 Numberlidesvations = 203

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, t—Z’Z Z,;i.p),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygms of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofifigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.7 explains the result of dynamic pakeast squares for the
healthcare sector. The GMM (1991) result showsttha.LTD, GTA, GROE
and GGDP are having a positive significant coeféici at 1 percent for both
GMM (1991) and (1998). However, GRE and GNDTX arkaving a negative
coefficient significant at 1 percent for both theodel. Moreover, constant
has a positive insignificant coefficient for GMM 921) and a negative

significant coefficient for GMM (1998).
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5.5.8 Housing related sector:

Table 5.8 Result of dynamic panel data for housing related sector

GMM 1991 GMM1998
Variables Coefficient Std. Error  Prob, Coefficient Std. Error Prob.
L1.LTD 1.2829 0.0004 0.0000 1.1988 0.0017 0.0000
GTA 0.9241 0.0090 0.0000 0.5930 0.0083 0.0000
GROE -2.7930 0.0875 0.0000 -1.4978 0.0385% 0.0Q00
GRE 0.0741 0.0004 0.0000 0.0665 0.0003 0.0000
GNDTX 3.7890 0.1463 0.0000 2.7438 0.3462 0.0000
GGDP 7027.8050, 156.3472 0.0000 1515.9820 132.5507 .0000
_CONS -587.9220 11.4418  0.0000 -85.6509 15.1945 000.0
Wald Chi 8.32E+08*** 7.36E+Q7***
Sargan test 28.46145 26.80341
AB Test Order 1 -2.0172** -1.9864**
AB Test Order 2 -1.1979 -1.1389
Number of observations = 288 Numberlidervations = 252

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, t—Z’Z Z,;i.p),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygms of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofiigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.8 indicates the result of dynamic palealst squares for the
housing related sector. L1.LTD, GTA, GRE, GNDTXdaGGDP are having a
positive significant coefficient of 1 percent. Hower GROE and constant are
having a negative coefficient significant at 1 pemnt for both GMM (1991)

and (1998).

285 | Page



5.5.9 Information technology sector:

Table 5.9 Result of dynamic panel data for information technology sector

GMM 1991 GMM1998

Variables Coefficient| Std. Error Prob. CoefficientStd. Error Prob.

L1.LTD 0.697505 0.001357 0.0000Q0 0.640129 0.000828.000000

GTA 53.468890 | 0.995227 0.000000 62.384580  0.603P9L000000

GROE 0.314967 0.06645 0.000000 0.745131 0.046148000000

Lannll I A V)

GRE 0.282613 0.109781 0.010000 1.229636 0.077687000000

GNDTX -3.317095 | 0.980432 0.001000  -4.605008 0.444140.000000

GGDP 4.579386 20.53701 0.824000 -338.0133081220112| 0.000000

_CONS 10.282030f 2.159732 0.000000 34.346080  1.84430.000000

Wald Chi 1.10E+Q7*** 1.70E+08***
Sargan test 23.22158 20.73522
AB Test Order 1 -1.8303* -1.8197*
AB Test Order 2 1.178 1.1933
Number of observations = 192 Numberlifervations = 168

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)s in the first difference equations, ar{@ALTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instrumen
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Orilelest has norma
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,18l aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;

IS
I

=

¥

significant at 10% significance.

The table 5.9 shows the result of dynamic panelstesquares for the

information technology sector. L1.LTD, GTA, GRE diconstant are having

a

positive significant coefficient of 1 percent. Hower GNDTX has a negative

coefficient significant at 1 percent for both GMM1991) and (1998)

Moreover GGDP has a positive insignificant coeféint for GMM (1991) and

negative significant coefficient for GMM (1998).
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5.5.10 Media & publishing sector:

The table 5.10 shows the result of dynamic panalstesquares for the
media and publication sector. Except GGDP for GMM98) has a positive
significant coefficient at 10 percent, none of theher variables have

significant effect for both models.

Table 5.10 Result of dynamic panel data for media& publications sector

GMM 1991 GMM1998
Variables | Coefficient| Std. Error Prob. Coefficient Std. Error Prob.
L1.LTD 1.4972 0.9953 0.1330 2.9446 2.7799 0.2890
GTA -3127.7340| 4806.5100 0.5150 100.9102 70.6270 153D
GROE -23.6506 82.2192 0.7740 11.1537 22.2340 0.6160
GRE 1765.0000f 2103.6670 0.4010 199.8564 221.0225 3660.
GNDTX -125.4852 193.6185 0.5170 145.8190 136.1284 .284D
GGDP 9698.5360| 11340.240 0.3920 4256.7370 2510.6230.0900
_CONS 12.1571 528.214% 0.9820 -669.5061 523.0259 2010.
Wald Chi 3.49E+03*** 2.58E+02***
Sargan tes 5.70E-18 8.88E-22
AB Test Order 1 -0.22015 -1.1971
AB Test Order 2 0.13821 -0.76312
Number of observations = 56 Number afesbations = 49

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are( LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instruments
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oridlelest has norma|
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,18l aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

=
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5.5.11 Metal, metal products & mining sector:

Table 5.11 Result of dynamic panel least squares for metal, metal
products & mining sector

GMM 1991 GMM1998
Variables | Coefficient| Std. Erroy Prob Coefficient Std. Error Prob.
L1.LTD 1.27677 0.00708| 0.00000 1.15916 0.00473 @00
GTA 142.70520| 42.78347 0.00100 114.72030 11.58863.00000
GROE 6.96523 7.11606] 0.32800 3.11562 5.44412 0(b6
GRE 99.36267 7.60235 0.00000 64.98439 2.34220 00(
GNDTX 13.45497 9.90668| 0.17400 -4.27419 4.18228 0708
GGDP 6905.5140, 530.1256 0.00000 6651.63300 26808790.00000
_CONS -742.10270 64.52154 0.00000 -591.06910 268989 0.00000
Wald Chi 9.86E+06*** 3.20E+Q7***
Sargan tes 2.18E+01 1.99E+01
AB Test Order 1 -2.0785** -1.9352*
AB Test Order 2 -0.04309 0.33846
Number of observations = 208 Numberlifervations = 182

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)» in the first difference equations, ar{dLTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instrumen
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Orilelest has norma
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1dl aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;

he
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significant at 10% significance.

The table 5.11 shows the result of dynamic panalstesquares for th

e

metal, metal products and mining sector. L1.LTDTA; GRE and GGDP are

having a positive significant coefficient of 1 pemt. However, constant has

a negative coefficient significant at 1 percent fbooth GMM (1991) and

(1998). The rest of the variables are not showimgn#gicance.
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5. 5.12 Miscellaneous sector:

Table 5.12 Result of dynamic panel data for miscellaneous sector

GMM 1991 GMM1998
Variables | Coefficient| Std. Error  Prob. Coefficient Std. Error Prob.
L1.LTD 0.73116 0.10489| 0.0000 0.28235 0.02117 0.00000
GTA 124.12130| 137.77150 0.3680 245.64820 205.92520 0.233Q0
GROE -9.32465 35.72787  0.7940 125.79990 161.38080 0.436Q0
GRE -78.71354 39.97803 0.0490-216.05020 166.96140 0.196Q0
GNDTX 22.74308 18.03418 0.2070 -81.19038 100.04260 0.41700
GGDP 276.14960, 801.89360 0.73[101062.29500| 1597.18500 0.50600
_CONS 31.08898 23.64584 0.1890 70.74780 92.25527 0.44300
Wald Chi 1.39E+04*** 9.07E+0Q3***
Sargan test 4.97E+00 5.46E+00
AB Test Order 1 -1.2528 -0.91425
AB Test Order 2 0.51317 -0.36672
Number of observations = 96 Number cfesbrations = 84

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, t—Z’Z Z,;i.p),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygms of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofiigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.12 shows the result of dynamic panedstesquares for the
miscellaneous sector. L1.LTD has a positive sigrafit coefficient for both
GMM models. However, GRE has a negative significaagefficient at 5
percent level for GMM (1991) and has a negativeigmsficant coefficient for

GMM (1998). The remaining variables are not showsignificance.
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5. 5.13 Oil & gas sector:

Table 5.13 Result of dynamic panel least squares for oil & gas sector

GMM 1991 GMM1998

Variables Coefficient| Std. Error Prob. Coefficient Std. Error Prob.

L1.LTD 0.89666 0.00202 0.0000¢ 0.59670 0.00204 @noo

GTA 895.75500| 130.26670 0.0000 595.49500 31.36338.00000

GRE -58.89724 11.628272 0.0000 -103.50560  10.99266.00000

)
0
GROE 102.19320 1.00651 0.00000  143.85880 0.60231 00000
0
D

GNDTX -10.89008 0.15929 0.0000 -4.8055p 0.08088 00@O0

GGDP 636.63550, 501.42910 0.20400 -4701.7Yy30 153(Q5 0.00000

_CONS 10.22551 76.60378  0.89400 762.75150 56.08099.00000

Wald Chi 1.04E+Q7*** 5.25E+Q7***
Sargan test 1.83E+01 1.49E+01
AB Test Order 1 -1.7227* -1.6591*
AB Test Order 2 -0.64742 -0.79702
Number of observations = 160 Numberlifesvations = 140

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, t—Z’Z Z,;i.p),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygms of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofiigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.13 shows the result of dynamic panalstesquares for the
Oil and gas sector. L1.LTD, GTA and GROE are hgvmpositive significant
coefficient of 1 percent. GRE and GNDTX have a nwga coefficient
significant at 1 percent for both GMM (1991) and9@B). However GGDP
has a positive insignificant coefficient for GMM 921) and a negative

significant coefficient at 1 percent level for GMM998). Similarly, constant
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is not significant at GMM (1991) but showing pogsi¢i significant at 1

percent for GMM (1998).

5.5.14 Power sector:

Table 5.14 Result of dynamic panel least squares for power sector

GMM 1991 GMM1998
Variables Coefficient| Std. Errar Prob. Coefficient Std. Error Prob.
L1.LTD 1.1979 0.0030 0.0000 1.119 0.002 0.000
GTA 11.9531 7.7065 0.1210 25.734 49.892 0.606
GNDTX 21.7031 40.4940| 0.5920 108.008 20.839 0.000
GGDP -8680.1690 207.4292 0.0000 -5608.509 250.676 .0000
_CONS 637.8854 59.3839  0.0000 585.169 61.072 0.q00
Wald Chi 1.03E+Q7*** 1.84E+06***
Sargan test 9.72E+00 1.17E+01
AB Test Order 1 -1.6255 -1.5246
AB Test Order 2 -0.18966 -0.20548
Number of observations = 136 Numberlifervations = 119

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, ,t_z,ZZk,i t-2)» in the first difference equations, ar{dALTD, ,t—Z’ZAZk i 1_2),in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofigance of the validity of the instrument
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oriletest has norma|
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,18l aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.14 explains the result of dynamic pahsdst squares for
the power sector. L1.LTD and constant are havingasitive significant
coefficient of 1 percent. GGDP have a negative ¢i@eéént significant at 1
percent for both GMM (1991) and (1998). However BNX has a positive
insignificant coefficient for GMM (1991) and a pdBsie significant
coefficient at 1 percent level for GMM (1998)

291 | Page



5 5.15 Telecom sector:

Table 5.15 Result of dynamic panel least squares for telecom sector

GMM 1991 GMM1998
Variables Coefficient| Std. Errgr Prob. Coefficient Std. Error Prob.
L1.LTD 1.036 0.031 0.000 0.835 0.021 0.000
L2.LTD -0.120 0.117 0.305 -0.044 0.011 0.000
GTA 30.902 19.893 0.120 20.371 19.432 0.294
GNDTX 31.117 0.574 0.000 29.317 0.647 0.000
GGDP -14098.650 3934.073 0.000 -13159.290 1938.1210.000
_CONS 1075.289 775.711 0.166 1297.011 163.394 0.000
Wald Chi 3.63E+03 3.24E+03
Sargan test| 4.81E+00 6.80E+00
AB Test Order 1 -1.9884** -2.022**
AB Test Order 2 -1.4167 -1.2974
Number of observations = 77 Number cfesbrations = 66

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LT D, t—Z’Z Z, i i.p),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative bygmis of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instruments
used, against the alternative hypothesis of noiaityalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis of
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

The table 5.15 indicates the result of dynamic paeast squares for
the telecom sector. To avoid the significance ofrgsa test for telecom
sector, we have used two lags. Similarly, it showise presence of
autocorrelation, we have omitted two variables aRG& and GRE. L1.LTD
and GNDTX are having a positive significant coefénot of 1 percent. And
GGDP have a negative coefficient significant at érgent for both GMM
(1991) and (1998). However L2.LTD has a negatimnsignificant coefficient
for GMM (1991) and a negative significant coeffioteat 1 percent level for
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GMM (1998). Similarly, constant is not significafdr GMM (1991) but it is
positively significant 1 percent for GMM (1998). dr variables are not

showing significance.

5.5.16 Textile sector:

Table 5.16 Result of dynamic panel least squares for textile sector

GMM 1991 GMM1998
Variables | Coefficient Std. Error Prob. Coefficient Std. Error Prob.
L1.LTD 1.1737 0.0644 0.0000 1.0120 0.0393 0.0000
GTA 1062.7000f 525.3810 0.0430 284.9373 608.0392 390.6
GROE -48.8862 38.4375 0.2030 -25.5274 16.766[1 0.128
GRE -255.9894| 101.6558 0.0120 -101.9201 95.7993 870.2
GNDTX 188.1311 279.1447  0.5000 -19.0815 266.3038 943D
GGDP 1068.0180 2278.0870 0.6390 1213.8850 1557.2850.4360
_CONS -355.5528  208.8153 0.0890 -26.60814 576.38420.963
Wald Chi 1.24E+04*** 11719.5900***
Sargan test 3.27E+00 4.354045
AB Test Order 1 -1.7105* -1.615*
AB Test Order 2 1.5384 1.6054
Number of observations = 80 Number cfesbrations = 77

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, t—Z’Z Z,i:.p),inwhich Z, ; _, are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltlenon-significance of the parameters of the
explanatory variables, against the alternative bygmis of overall significance of the parameterstiod explanatory
variables. 4. The Sargan test Radistribution and tests the null hypothesis ofiigance of the validity of the instrument
used, against the alternative hypothesis of noiaitsalof the instruments used. 5. The AB Test Ordlelest has normal
distribution N(0,1) and tests the null hypothediglasence of first order autocorrelation, againstalternative hypothesis
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,1yl aests the nul
hypothesis of absence of second order autocowelapainst the alternative hypothesis of existeoicsecond orde
autocorrelation. 7. Standard deviations in braclk&tg** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

)

=

The table 5.16 explains the result of dynamic pahedst squares for
textile sector. The result of GMM (1991) shows LTI and GTA have a
positive significant coefficient of 1 percent and fercent respectively.

However, GRE and constant are having a negativedfoment significant at 5
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percent and 10 percent respectively. The resulGMM (1998) indicates that

LI.LTD is positively significant at 1 percent. Thremaining variables are not

showing significance.

5. 5.17 Transport Equipment:

Table 5.17 Result of dynamic panel least squares for transport equipment

sector
GMM 1991 GMM1998
Variables Coefficient Std. Error  Prob, Coefficient Std. Error Prob.
L1.LTD 1.0749 0.0009 0.0000 0.8151 0.0128 0.0000
GTA 414.1197 32.7596| 0.0000 373.3251 23.1129 0.0000
GROE 6.9530 1.9429 0.0000 7.1986 0.8165% 0.0000
GRE -235.1975 32.6433 0.00Q0 -253.8758 22.0983 00.00
GNDTX -12.3998 6.4550 0.0550 -6.8523 7.6173 0.3680
GGDP 2177.6090, 168.8918 0.0000 -460.7188 129.4133 .0000
_CONS -179.5196 15.2309 0.0000 113.9532 16.6929 000.0
Wald Chi 5.71E+06*** 7.59E+06***
Sargan test 1.95E+01 1.63E+01
AB Test Order 1 -1.3186 -1.3338
AB Test Order 2 -0.87381 -1.0032
Number of observations = 184 Numberlifervations = 161

n

Notes: 1. In the GMM(1991) estimator the instrursemsed are LTD, H,ZZH t-2),inwhich Z, ., are the deb
K=1

maturity determinants lagged two periods. 2. In B&M system (1998) estimators the instruments useel

n n
(LTD, H,ZZH ,t-2)’ in the first difference equations, affd\LTD, ,t-Z'ZAZk i ,t—2)' in the level equations. 3.

K=1 K=1
The Wald test hag2 distribution and tests the null hypothesis of raltenon-significance of the parameters of the
explanatory variables, against the alternative Hygsis of overall significance of the parameterstied explanatory
variables. 4. The Sargan test haglistribution and tests the null hypothesis ofgigance of the validity of the instruments
used, against the alternative hypothesis of noiglityalof the instruments used. 5. The AB Test Oridletest has norma|
distribution N(0,1) and tests the null hypothedislzsence of first order autocorrelation, againstdlternative hypothesis ¢
existence of first order autocorrelation. 6. The A8st Order 2 test has normal distribution N(0,18l aests the nul
hypothesis of absence of second order autocooelagainst the alternative hypothesis of existenicsecond orde
autocorrelation. 7. Standard deviations in bracl&t&** significant at 1% significance; ** signifiant at 5% significance;
significant at 10% significance.

=

The table 5.17 shows the result of dynamic panalstesquares for the
transport equipment sector. L1.LTD, GTA, GROE afdDP are having a

positive significant coefficient of 1 percent. Ahéd same time GRE and
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constant has a negative coefficient significantlapercent for both GMM
(1991) and (1998). However GNDTX has negative sfgrant coefficient for

GMM (1991) and negative insignificant coefficiemarfGMM (1998).

5.6 Findings

The Study has investigated the growth and its delg@ce on long-term
debt capital using the internal and external fastaffects growth. From the
result of the analysis we are concluding that fisize (GTA) is positively
determining the long-term debt for capital goodspnsumer durables,
diversified, healthcare, housing related, infornoatitechnology, metal, metal
products & mining, oil & gas and transport equipmem®ctors. However the
FMCG sector, it is negatively determined the loregrmh debt. The overall
sample is not showing significance. It is eviddndm the past studies that
the firms which are having huge amount of fixed etsswill go for more
long-term debt. Generally FMCG sector will haveffstsient internal cash
flow, therefore, depend more or internal fund fapdctal investment purpose.

That may be the reason for negative significance.

At the same time the variable profitability (GROHE$ positively
determining the long-term debt in sectors such @&althcare, information
technology, oil & gas and transport equipment. Tdhese the very sensitive
sectors in Indian scenario. Still, there is expagtia huge growth. Therefore,
growth in return on equity will directly influencihese sectors to go for more
long—term debt. Because the internal cash flow may be sufficient to cover

the growth. However the capital goods, FMCG and diag related sectors it
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negatively determines the long-term debt. Becausesé sectors depend more

on internal cash flow. The overall sample is nobwing significance.

The result of a firm’s quality (GRE) specifies thélte sectors like
housing related, information technology and metaktal products & mining
firm’s quality is positively determining the longtm debt. The firms in
these sectors have enormous internal reserve sy tlae easily avail long
term debt. However, agriculture, capital goods,veatsified, FMCG,
healthcare, oil & gas and transport equipment sextat negatively
determines the long-term debt. Because of massinoavth potential in these
sectors in the country makes these firms to avaihg-term debt without

much credibility. The overall sample is not shogisignificance.

The result of non- debt tax shield (GDEPTA) indies that the sector,
such as housing related, power and telecom, nort-ti@b shield is positively
determining the long-term debt. These are the smsctesually charge a high
percentage of depreciation. Therefore, this depmgBon contributes the
credibility of the firms and makes them to attramtore long- term debt.
Moreover, these sectors usually have more tangfbled assets help them to
attract more long-term debt. However, FMCG, hea#thez information
technology oil & gas and transport equipment sestoit negatively
determines the long-term debt. As a result, thegeters are using the
internal cash flow for their capital requirements.he overall sample is not

showing significance.
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Table 5.18 Findings of determinants of growth and long-term debt capital

Sec GMM (1991) GMM (1998)
tors Positively affecting Negatively affecting Positively affecting Negatively affecting
Previous year long
Agricult | term debt, firm size, Firms quality Previous year long Firms quality ,
ure profitability and term debt economic growth
economic growth
: Previous year long Firms quality Previous year long . .
%?(;;il term debt, firm size | ,profitability, non-debt | term debt, firm size F;rrrgﬁtggﬁlilt'ty’
and economic growth tax shield and economic growth y
Chemica
| & Previous year long .
Petroche term debt NA Economic growth NA
mical
Consum Previous year long Previous year Io_ng -
er term debt. firm size NA term debt, firm size Profitability
Durables ' and economic growth
Diversifi Previous year long . . Previous year long . .
ed term debt, firm size Firms quality term debt, firm size Firms quality
Previous year long Firm size, firms quality Previous year long quI;IIrig]/ Spligfitgr&}ﬁy
FMCG term debt ,prof|tab|I|ty,.non-debt term debt non-debt tax shield,
tax shield .
economic growth
Previous year long Previous year long
Healthca | term debt, Firm size,| Firms quality, non-debt term debt, Firm size,| Firms quality, non-
re profitability, tax shield profitability, debt tax shield
economic growth economic growth
Previous year long Previous year long
term debt, term debt,
Housin firm size, firms o firm size, firms -
RelateéJ quality, non-debt tax Profitability quality, non-debt tax Profitability
shield, economic shield, economic
growth growth
. Previous year long
e | Preous year ono | emebt imsie |
i . - Non-debt tax shield profitability, firms Non-debt tax shield,
Technolo firm size, firms . ;
ay quality, profitability quality, economic
' growth
Metal, Previous year long Previous year long
Metal term debt, term debt,
Products firm size, firms NA firm size, firms
& quality, profitability, quality, economic NA
Mining economic growth growth
Miscella Previous year long Firms aualit Previous year long
neous term debt quality, term debt
. Previous year long . . Previous year long | Firms quality, non-
Oil & term debt, firm size, Firms quahty,_ term debt, debt tax shield,
Gas S non-debt tax shield, | .. . L !
profitability firm size, profitability economic growth
Previous year long Previous year long
Power term debt, Economic growth term debt, Economic growth
non-debt tax shield non-debt tax shield
. . Previous two year
Previous year long Previous year long long term debt
Telecom term debt, Economic growth term debt, Economic grovvt'h
non-debt tax shield non-debt tax shield
Textile Previous year long Firms quality Previous year long NA

term debt,

term debt,
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firm size

Previous year long
term debt, Firms quality, non-debt

firm size, profitability, tax shield,
economic growth

Transport
Equipme
nts

Previous year long
term debt,
firm size, profitability

Firms quality,
economic growth

The outcome of the external factors, economic gto\iGDP) specify
that agriculture, capital goods, healthcare, hogsirelated, metal, metal
products & mining and transport equipment are piogity determining the
long-term debt. However power and textile sectorsnégatively determines
the long-term debt. The overall sample is showingsipive significance.
Economic growth contributes to all the sectors andkes the firms in the
particular sectors able get external finance. Moo countries’ economic

growth induces the growth of the financial sectoot

However, the previous year long-term debt statet thhee sectors such
as agriculture, capital goods, consumer durablesyemsified, FMCG,
healthcare, housing related, information technolognetal, metal products &
mining, miscellaneous, oil & gas, power, teleconextile and transport
equipment previous year long-term debt is posikyvéetermining the current
year long-term debt. The overall sample showingwous year long-term
debt is positively determined the current year laegm debt. Hence we
conclude that the firms take long-term debt based tbhe debt capital at

present they have.
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5.7 Chapter Summary

This chapter evaluates the growth and its depenslemt long-term debt. For
that the study identified the internal (firm sizprofitability, firms quality,

non-debt tax shield) and external factors (growthGross domestic products)
that affect the growth. GMM 1991 and GMM 1998 teddues have been used
for the analysis. The level of previous year loregrh debt is directly
influencing the current year long-term debt. Howev@revious two year
long-term debt is inversely affected the currentaydong-term debt. The
result of overall sample is not similar among thedels GMM 1991 and
GMM 1998. But among the sectors there are some comifactors (see table

5.18).
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CHAPTER VI

CONCLUSION

6.1 Conclusion

In this study, we examined the issues associateth wdebt capital
among the selected listed companies in India. Tlgomfocus of the study is
to examine how does Indian companies are applyiragious theories to
manage their debt capital. The study has dealt fmajor issues, namely debt
structure, choice of debt capital, determinants ddbt maturity and the
relation between growth and long term debt. Theafinial data for the study
have been collected from a Capital line database doperiod of ten years
from March 2002-2011March. We have examined theeacbyes, applying the
various statistical tools like quantile regressigranel data fixed and random
effects and GMM 1991 and 1998. Moreover, simple geertage and average

also have been used for analysis.

For the first step of our analysis was on thenttdine of debt capital
structure. The result of a trend analysis showst tthe total debt capital of
Indian companies has grown up significantly duringe study period.
However the growth in debt capital in comparisonetgpuity capital is less. It
confirms that Indian companies are following peckiorder theory. i.e., when
there is a need for capital, first they will preferternal capital, and then if
necessary will choose debt capital. In other words® can say that Indian

companies are trying to keep debt as minimum assgds. However, there is
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a slight change over the period that Indian companalso moving towards

debt capital.

After examining the trend we moved to find the mafactors affecting
debt capital using quantile regression analysisonkrthe overall analysis we
can say that the firms which are having low levegluéntile 0.25) of debt
capital are directly related to size, creditwortesgs and economic growth. It
is inversely related to non-debt tax shield and tdehpacity. Thus we can
conclude that for this quantile Indian firms arellbaving pecking order
theory. According to the pecking order theory ptafhle firms generally
borrow less; not because they have low target dabibs but they don’t need
outside money. Less profitable firms issue debt &aaese they do not have
internal fund sufficient for their capital investmte The relationship between
tangible fixed assets and debt financing is relatedhe maturity structure of
the debt. In such a situation, the level of tangilbixed assets may help firms
to obtain more long-term debt, but the agency peoiid may become more
severe with the more tangible fixed assets, becahgeinformation revealed
about future profit is less in these firms. If thsthe case, then it is likely to

find a negative relationship between tangible fixaessets and debt ratio.

The firm, which are having average level (quanti0e50) of debt
capital as well as high level (quantile 0.75) ofbdeapital is directly related
to size, creditworthiness, FDI, economic growth angersely related to non-
debt tax shield and debt capacity. The cost of isgudebt and equity is
negatively related to firm size. In addition, largerms are often diversified

and have more stable cash flows, and so the prdlgbof bankruptcy for
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larger firms is less, relative to smaller firms.i$hsuggests that size could be
positively related with leverage. The positive retamship between size and
leverage is also viewed as support of asymmetritoimation. Larger size
firms enjoy economies of scale and creditworthinassssuing long term debt
and have bargaining power over creditors. The teadé-off model predicts
that profitable firms will employ more debt sinckety are more likely to have
a high tax burden and low bankruptcy risk. Alsoofitable firms are more
capable of tolerating more debt since they may beaiposition to service
their debt easily and on time. Profitable firms anere attractive to financial
institutions as lending prospects; therefore thay @always take on more debt
capital. So we can conclude firms having good antooh sales and has
sufficient internal cash flow and retained earningdl go for high amount of

debt capital.

The firm, which has a very high level (quantile B)%f debt capital, is
directly related to size, creditworthiness, FDI aadonomic growth. Thus,
the firm having high amount of sales and sufficiestained earnings will go

for very high debt.

So in general the level of debt capital is directlglated to leverage, size,
credit worthiness and inversely related to assetuaure and non-debt tax
shield. Moreover, it is direly related to the maecmnomic variable like FDI

and economic growth.

After understanding which are the major factorBeating the debt

capital we moved to examine the choice of differedgbt capital by the
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Indian firms. The result indicates that the Indiaonmpanies are managing
their debt capital keeping more of unsecured debtthe total debt capital
than secured debt. It confirms that Indian companmeanaging their capital
requirements using more short-term debt than loagnt debt. The sectors
such as agriculture, capital goods, chemical& pebmmicals, information
technology, media & publishing, oil & gas and trpost equipment are using
short-term debt more than long-term debt. Moreouwetal sample companies
also show the same (see chapter IV table 1-20).wéker, Indian companies
are managing their debt structure, keeping a traffebetween secured and

unsecured debt as well as short-term and long-teeint.

It is also observed that the Indian corporate sedsomanaging their
debt requirements depending on commercial banksn@ercial banks are the
major contributor of debt capital in various ways Bbng- term secured loan
as well as short-term unsecured loans. Debentur® monds are the second
major contributor. It is found that leverage, sizereditworthiness,
profitability, foreign direct investment and econom growth, directly
determines the level of debt capital. However, assteucture, debt capacity
and non-debt tax shield negatively determines theel of debt capital in

Indian companies.

It confirms that the Indian debt market is stilltapped. The nature of
Indian banks may be a reason for companies to caddmesnks as their major
choice. Banks in India are governed and controlbgdcentral government. So
in case companies incurred loss or they are notayepy the loan amount

there a chance to write-off the loan amount.
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The 2008 Global Financial Crisis (GFC) highlightdte need to reduce
the dominance of the banking system in financing@rporate sector by
developing a good corporate bond market. India’'drastructure funding
requirements (estimated at around 10 per cent oP@MDnually) need a robust
corporate bond market for diversifying risk, enharg financial stability, and
for better matching of risk-return preferences bttborrowers. Historically,
India’s financial system has been bank-dominatedppemented by the
Development Finance Institutions (DFIs). Howevehmgtfinancial system has
undergone several changes during the recent yeam RFIs have been
converted into banks. Commercial banks, by natures not able to fill the

gap in long-term finance, given the asset-liabilmyanagement issues.

A well-developed corporate bond market is criticadr the Indian
economy as it (i) enables efficient allocation o@infls, (ii) facilitates
infrastructure financing, (iii) improves the healdf the corporate balance
sheets, (iv) promotes financial inclusion for them&l| and Medium
Enterprises (SMEs) and the retail investors, (viegaards financial stability
and (vi) enables development of the municipal bomdrket. Accordingly,
development of the corporate bond market has beigh lon the agenda for

the regulators.

A well-developed corporate bond market provides ididtal avenues to
corporate for raising funds in a cost effective man and reduces reliance of
corporate on bank finance. A deep and liquid delatrket augments financial
savings and helps match the savers to the borroweran efficient manner.
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By enlarging the financial sector, capital markegtsomote innovation in
financial instruments. In addition, it instils dig@dine in behaviour of firms
leading to increased efficiency of the system. Taristence of a well-
functioning bond market can lead to the efficiemticpng of credit risk as
expectations of all bond market participants arecorporated into bond
prices. In order to achieve the objective, it issdable to have diversified
issuer and investor base. Issuer profile in Indi@wever, is concentrated
among a few categories of market participants daabéd by financial sector
firms, including banks, Non-Banking, Financial Coames (NBFCs),
financial institutions, housing finance companie$iFCs) and Primary
Dealers (PDs) (81 per cent) while other non-finanmeporate account for
only 19 per cent of total issuances made in 2011Siilarly, on the demand
side, the majority of investment are made by baaksd institutions, including
Foreign Institutional Investors (FlIs) with veryttie or negligible part played
by retail investors. Thus, there is an urgent néedurther develop the Indian

corporate debt market.

The Committee on Infrastructure Financing (Chairm&hri Deepak
Parekh) has estimated that 51.46 trillion wouldrequired for infrastructure
development during the 12th Five Year Plan (2013-aid that 47 per cent of
the funds could come through the public privatetparship route. If we add
the potential financing needs for upgrading ourlwalys, urban and rural
infrastructure, the financing needs could be muahger. As much as the
government security market development has provid@dboost to the
development of the corporate bond market, the mypakcbond market could
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derive similar benefits from a well-developed corpte bond market. This
would provide a boost in financing the urban infiracture in an assured and
sustainable manner. In this context, it is impottém note that government of
India’s capital expenditure remained stagnant dgrime last two years at
around 13 per cent. Hence, the role of private secassumes greater

importance in the context of infrastructure devetont.

Corporate debt can provide our Small and mediumegmtises (SMES)
with an avenue for sourcing funds. Since this wouédjuire rating and would
result in greater external scrutiny, it would helMEs become more
transparent and follow proper accounting, goverreanand disclosure
practices. It would also increase their understagdof this important market
for sourcing funds in addition to banks and othé&eenative funding options.
It is expected that Chambers of Commerce and SM&foaistions would take
this up on a priority basis so that our SMEs toauldoaccess the corporate
debt market in the coming years as has been themre&pce in the US, Europe
and some Asian countries. This would also go a lamay in fulfilling our
financial inclusion objectives for the SMEs, mostt whom, as we know, do
not have access to the formal financial sector. gboate debt can also
provide an excellent long term investment avenue ffetail investors, who
lack knowledge and understanding of this importasset class. One hopes
that, market bodies, such as, the Fixed Income MoMearket and Derivatives
Association of India (FIMMDA), the Primary DealersAociation of India
(PDAI), etc. together with the stock exchanges taipethe task of spreading
awareness with all sincerity that it deserves. Thasvery relevant as Indian

310 | Page



households have one of the highest savings ratethi@a world, but the
household wealth in India is generally parked imkaeposits, gold and real
estate with almost negligible investment in corp@rabonds. If retail
investors prefer to invest in shares of certain pamies, there should be no
reason why they should be hesitant to also consideesting in its debt.
Various financial crises have highlighted that evewell regulated,
supervised, capitalized and managed banking systam@g have limitations in
mitigating financial vulnerabilities. The crises Ve underscored that the
banking systems cannot be the predominant sourcéonf-term investment
capital without making an economy vulnerable to emxtal shocks. Alan
Greenspan had argued that bond markets could dod B “spare tyre”,
substituting for bank lending as a source of cogierfunding at times when
banks’ balance sheets are weak and banks are rnagoaredit. The capital
inflows to the country through ECBs, while helpinge country fund the
current account deficits and corporate to raiseowgses at a lower cost,
could become a source of the transmission of sewxt®rnal shocks to the
domestic economy. Therefore, it is important to dep the domestic
corporate bond market to enable corporates to naegtbstantial part of their
funds requirement domestically. Further, creditwldo infrastructure sector
by banks has grown manifold in the last few yeafFbere is, however, a risk
of exposure attached to banks with such long teimaricing considering
ALM mismatch. Moreover, the banks’ ability to wittesmmd stress is critical,
especially in the context of the recent increasebianks’ non-performing
assets on account of their exposure to the infracture sector. Bond markets
also aids financial stability by spreading creditks across the economy and
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thereby shielding the banking sectors in times ofess. Further, a well-
developed bond market can also help banks raisaelduto strengthen their
balance-sheets. Viewed in the above context, aanbdebt market is critical
to meet the funding requirement for the infrastre sector. Hence, going
forward, there is a need to increase the reliangce tbe corporate bond
financing so as to reduce macro-economic vulner@pilto shocks and

mitigate systemic risks.

After analysing the debt choice we moved to examihe determinants
of the debt maturity structure of Indian companidssing GMM 1991 and
GMM 1998 we have examined the debt maturity. Thétdmaturity literature
has established that the corporate debt maturitgisilens are determined by
agency cost hypothesis, signalling hypothesis, ildgwyy risk hypothesis
matching hypothesis and tax hypothesis. The magmtdrs affecting the debt
maturity of Indian companies are; previous year tdetaturity, firm’s size,
leverage ratio and growth opportunity. On the otlhend effective tax rate,
liquidity and interest rate are the factors invdysaffecting the debt maturity
of Indian companies. The results say that previonesar debt maturity is
positively determining the level of debt maturitht. indicates that if a firm
has more long term debt to total debt in the presioyear will keep same
level in the current year too or vice versa. But dase of textile sector if
previous year long term debt to total debt ratioless current year it will be
more or vice versa. The positive significance ofnfis size confirms that
Large companies have more tangible assets makems theattract more debt.
Therefore, generally large companies keep more dabtheir capital. But
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here sectors like chemical & petrochemicals and ¢besumer durables sector
is negatively affecting the size indicates that thectors more depending on
the internal capital in other words, this sectorshsufficient internal cash
flow to meet their capital requirements It confirtisat large companies will
go for more long-term debt in the total debt, i.g.holds the liquidity theory.
Moreover, firms having a high growth opportunitylialso go for long-term
debt, confirms the agency cost theory of overinvesnt. Growth opportunity
is positively determined debt maturity imply thatet overinvestment issues
are important in Indian companies. Growth is alwaleads to capital
requirements. The firms which are having huge intdrfund use the internal
capital and if it is not sufficient they have to dgor debt. The positive
significances of leverage ratio are a common factohat leverage is
positively determining the debt maturity. It indites clearly that firms which
are having a huge amount of assets will go for mtoeg term debt. The
positive significance of leverage and informatiomchnology sector is

contrary.

Liquidity, effective tax rate and interest rate araegatively
determining the debt maturity of Indian companies.The negative
relationship between liquidity and debt maturity time Indian context has to
check further. It is not supporting the liquidityhagories. The results of
liquidity imply that a firm with less current liabties employees more long-
term debt in its capital structure. It may be thanhders are concerned about
the long-term borrowers when lending for the lorgym and thus put high

liquidity requirements in such case. However, theuking related and
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telecom sector, it negatively determines the delatunity. The overall sample
shows liquidity is negatively determining the levef debt maturity. This

results says that these sectors and overall indroimpanies need not require
high liquidity to access long-term debt. It may lweie the high growth

opportunity prevailing in the market. The statiftiy significant and

negative coefficient on effective tax rate stronglypports the tax hypothesis
that debt maturity inversely relates to the taxeraThe upward trend in the
corporate tax rate and high volatility in tax radeross the firms reveal that
there exists a complex tax regime and the Indiampooates are subject to
high rates of taxation. However, the high corporaaa rate offers immense
options to increase interest tax shield and maxeniae market value of the
firms by recapitalize with appropriate debt matyritThe interest rate is
negatively related to debt maturity. It support théa the rate of interest is

low companies will prefer more long-term debt.

At the last step of our analysis, we have examinbd dependence
between long-term debt and growth with the help@¥IM 1991 and GMM
1998. The result shows that the level of previousaly long-term debt is
directly influencing the current year long-term delHowever, previous two
year long-term debt is inversely affected the cutrgsear long-term debt.
Therefore, we can conclude that the Indian compsnaee not going long-
term debt year by year. It may also point out thia¢ existence of trade-off
theory in the Indian corporate sector. Because dandiirms having a specific
target debt ratio. Other variables case we are imdab give a conclusion

because of inconsistency in the results. But seettye there is consistency.
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The variable Firm size is positively determiningethong-term debt in the
sectors such as capital goods, consumer durabléesersified, healthcare,
housing related, information technology, metal, aleproducts & mining, oil
& gas and transport equipment. However the FMCGtaeecit is negatively
determined the Ilong-term debt. The overall sample mot showing
significance. It is evident from the past studidsat the firms which are
having huge amount of fixed assets will go for moleng-term debt.
Generally FMCG sector will have sufficient internabsh flow, therefore,
depend more or internal fund for capital investmentrpose. That may be the

reason for negative significance.

The variable Profitability is directly influencinthe long-term debt for
sectors such as healthcare, information technolagy,& gas and transport
equipment. That means growth in return make thenficapable of attracting
more long-term debt. Moreover, these sectors haswshhuge growth in the
study period. However the capital goods, FMCG armdiding related sectors
it negatively determines the long-term debt. It &oms that these sectors

may be using the earnings for their future investmeather debt capital.

In case of Firm’s quality the sectors such as hagsrelated, information
technology and metal, metal products & mining fiemquality is positively
determining the long-term debt. This indicates thhese sectors are using
their retained earnings to attract more long termbtd rather for capital
investment. However, agriculture, capital goods, valsified, FMCG,
healthcare, oil & gas and transport equipment sextat negatively

determines the long-term debt.
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The variable non- debt tax shield is positively eahining the long-
term debt in the sector, such as housing relatedlygr and telecom. These
sectors generally will have a high amount of norbdeax shield income.
Therefore, it can attract long-term debt. HowevefMCG, healthcare,
information technology oil & gas and transport egmient sectors it
negatively determines the long-term debt. It may the reason that this

sector may be having a low rate of depreciation.

At last the variable Economic growth is positivedetermining the
long-term debt in the sectors such as agricultwapital goods, healthcare,
housing related, metal, metal products & mining atrdnsport equipment.
However power and textile sectors it negatively eletines the long-term
debt. The overall sample is showing positive sigeahce. Economic growth
will accelerate growth in all sectors and it dirbctinfluences the debt

capital.

Overall we can conclude that the debt capitalshe tndian companies
are rising. The firms are deploying more short-teumsecured debt in the
total debt capital than long-term debt. Still conmoi@l banks are the major
source of debt capital followed by debenture. Blu¢ proportion debenture is
less. The debt capital trend, structure and choh@/e not shown much
variation among different sectors during the periofl the study. But the
factors that affect debt capital, debt maturityogth in long-term debt are
varied among sectors. All though the level of totEbt capital has increased
significantly in all the sectors, still Indian comapies are liquid, because

shareholders’ equity of companies increased morentthe debt capital. But

316 | Page



there are some companies which are unable to ratpéty capital from the
market are deeply depending on debt capital. Soitlvestor has to ensure its
liquidity before investing in such companies. Moveo, there are certain
companies which are having an excellent brand vaionethe market are
planning to start a new venture may depend moralelnt capital because it is

the cheapest capital. Investing in such companies ahould be taken care.

It has been observed that commercial banks arenthgor provider of
debt capital for the companies in India. RBI has itsist restrictions in
giving unsecured loans to companies for avoidingniperforming assets.
Moreover, even if it is offering the secured loanhias to ensure the market
value of the security given is 50 percent more thhe loan amount. RBI has
to strictly restrict the commercial banks givingalms only on the base of

brand value of the companies.

From the study it is evident that debt market irdila is still untapped.
India companies are still dependent on commercianks as the major
sources. One of the reasons for this may be moghefcommercial banks in
India are under the central government, in caseeafault in the loan payment
the companies can influence government for closthg loan. Government
should not entertain such things for the growth tbe debt market in the

country.

Securities and Exchange Board of India (SEBI) haspromote usage
of debentures and bills among companies for thewmghoof the debt market.

It is found from the studies that the Indian compen financing their
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investment requirements mostly from the internapital, if it is not enough
then only going to debt capital. It indicates thiadian financial manager’s

risk averse. They are not utilizing the advantagés debt capital.

The study can be extended using the primary dasawall as sectors
defined according to industrial classification. dan be further extended to
understanding why the Indian debt market is stilhtapped. Through
conducting a primary survey need to analyse theaifficial risk bearing
capacity of Indian companies. Moreover, the invemgdationship between
liquidity and the level of debt need further anabk/sThe reason behind the
growth of un-secured debt has to explore. The realsehind the dependence

of Indian companies on short-term debt has to balysed further
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APPENDIX

Appendix |
List of sample companies choose for the study

Company

Advanta India Ltd

Bajaj Hindusthan Ltd

Balrampur Chini Mills Ltd

Bayer CropScience Ltd

Chambal Fertilisers & Chemicals Ltd
Coromandel International Ltd
Deepak Fertilizers & Petrochemicals
Corp Ltd

EID Parry (India) Ltd

Gujarat Narmada Valley Fertilisers
Company Ltd

Sector
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture

Agriculture
Agriculture

Agriculture

Gujarat State Fertilizers & Chemicals LtdAgriculture

Jain Irrigation Systems Ltd

K S Oils Ltd

Monsanto India Ltd

National Fertilizer Ltd

Rallis India Ltd

Rashtriya Chemicals & Fertilizers Ltd
Shree Renuka Sugars Ltd

United Phosphorus Ltd

Zuari Industries Ltd

ABB Ltd

AlA Engineering Ltd

Alstom Projects India Ltd
Arshiya International Ltd

BEML Ltd

Bharat Bijlee Ltd

Bharat Electronics Ltd
Carborundum Universal Ltd
Crompton Greaves Ltd

Dredging Corporation of India Ltd
Elecon Engineering Company Ltd
EMCO Ltd

Everest Kanto Cylinder Ltd
Gammon India Ltd

Gammon Infrastructure Projects Ltd
Graphite India Ltd

Greaves Cotton Ltd

Havells India Ltd

Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Agriculture
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
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HEG Ltd

Ingersoll-Rand (India) Ltd

JSL Industries Ltd

Jyoti Structures Ltd

Kirloskar Brothers Ltd

Lakshmi Machine Works Ltd
Larsen & Toubro Ltd

McNally Bharat Engineering Company
Ltd

Noida Toll Bridge Company Ltd
Praj Industries Ltd

Punj Lloyd Ltd

Reliance Industrial Infrastructure Ltd
Sadbhav Engineering Ltd
Siemens Ltd

SKF India Ltd

Thermax Ltd

Titagarh Wagons Ltd

Triveni Engineering and Industries Ltd
Voltamp Transformers Ltd
Walchandnagar Industries Ltd
Welspun Corp Ltd

Asian Paints Ltd

BASF India Ltd

Berger Paints India Ltd
Finolex Industries Ltd

Godrej Industries Ltd

Gujarat Alkalies & Chemicals Ltd
NOCIL Ltd

Pidilite Industries Ltd
Supreme Industries Ltd

Tata Chemicals Ltd

Uflex Ltd

Bajaj Electricals Ltd

Blue Star Ltd

Gitanjali Gems Ltd

Rajesh Exports Ltd

Titan Industries Ltd

V | P Industries Ltd

Videocon Industries Ltd
Whirlpool of India Ltd

3M India Ltd

Adani Enterprises Ltd

Aditya Birla Nuvo Ltd

DCM Shriram Consolidated Ltd

Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods

Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Gsod
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Goods
Capital Gesod
Capital Goods
Capital Goods
Capital Goods
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petraahical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Chemical & Petrochemical
Consumer Durables
Consumer Durables
Consumer Durables
Consumer Durables
Consumer Durables
Consumer Durables
Consumer Durables
Consumer Durables
Diversified
Diversified
Diversified
Diversified
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Gulf Oil Corporation Ltd
Kesoram Industries Ltd

Max India Ltd

Voltas Ltd

Bata India Ltd

Britannia Industries Ltd
Colgate-Palmolive (India) Ltd
Dabur India Ltd

Emami Ltd

Gillette India Ltd

GlaxoSmithkline Consumer Healthcare

Ltd

Godrej Consumer Products Ltd
Hindustan Unilever Ltd

ITC Ltd

Kwality Dairy (India) Ltd
Marico Ltd

Mcleod Russel India Ltd
Nestle India Ltd

Procter & Gamble Hygiene and Health

Care Ltd

REI Agro Ltd

Ruchi Infrastructure Ltd
Ruchi Soya Industries Ltd
Tata Global Beverages Ltd
United Breweries Ltd

United Spirits Ltd

Zydus Wellness Ltd

Abbott India Ltd

Apollo Hospitals Enterprise Ltd
Aurobindo Pharma Ltd
Bilcare Ltd

Biocon Ltd

Cadila Healthcare Ltd

Cipla Ltd

Divis Laboratories Ltd

Dr Reddys Laboratories Ltd
FDC Ltd

Fortis Healthcare (India) Ltd
Glaxosmithkline Pharma Ltd
Glenmark Pharmaceuticals Ltd
Ipca Laboratories Ltd
Jubilant Life Sciences Ltd
Lupin Ltd

Novartis India Ltd

Diversified
Diversified
Diversified
Diversified
FMCG
FMCG
FMCG
FMCG
FMCG
FMCG

FMCG
FMCG
FMCG
FMCG
FMCG
FMCG
FMCG
FMCG

FMCG
FMCG
FMCG
FMCG
FMCG
FMCG
FMCG
FMCG
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare

338 | Page



Opto Circuits (India) Ltd

Healthcare

Orchid Chemicals & Pharmaceuticals Ltd Healthcare

Panacea Biotec Ltd
Pfizer Ltd

Piramal Healthcare Ltd
Ranbaxy Laboratories Ltd
Strides Arcolab Ltd

Sun Pharmaceuticals Industries Ltd

Torrent Pharmaceuticals Ltd
Unichem Laboratories Ltd
Wockhardt Ltd

Wyeth Ltd

ACC Ltd

Ahluwalia Contracts (India) Ltd
Ambuja Cements Ltd

Birla Corporation Ltd

Century Textiles & Industries Ltd

DLF Ltd
Era Infra Engineering Ltd
Godrej Properties Ltd

Hindustan Construction Company Ltd
Housing Development & Infrastructure

Ltd

India Cements Ltd

IVRCL Ltd

J K Cements Ltd
Jaiprakash Associates Ltd
JK Lakshmi Cement Ltd
Madras Cements Ltd

Mahindra Lifespace Developers Ltd

Marg Ltd

NCC Ltd

Omaxe Ltd

Orbit Corporation Ltd
Orient Paper & Industries Ltd
Patel Engineering Ltd
Peninsula Land Ltd
Phoenix Mills Ltd

Prism Cement Ltd
Puravankara Projects Ltd
Rain Commodities Ltd
Shree Cement Ltd

Simplex Infrastructures Ltd
Sintex Industries Ltd
Sobha Developers Ltd

Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Healthcare
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related

Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
Housing Related
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Sunteck Realty Ltd Housing Related

UltraTech Cement Ltd Housing Related

Unitech Ltd Housing Related

Unity Infraprojects Ltd Housing Related

3i Infotech Ltd Information Technology

Allied Digital Services Ltd Information Technology
Aptech Ltd Information Technology

CMC Ltd Information Technology

CORE Education & Technologies Ltd Information Teohogy
Financial Technologies (India) Ltd Information Teallogy
Glodyne Technoserve Ltd Information Technology

HCL Infosystems Ltd Information Technology

HCL Technologies Ltd Information Technology
Infosys Ltd Information Technology
Infotech Enterprises Ltd Information Technology
Karuturi Global Ltd Information Technology

KPIT Cummins Infosystems Ltd Information Technology
Mastek Ltd Information Technology
Mindtree Ltd Information Technology
MphasiS Ltd Information Technology

NIIT Ltd Information Technology

Oracle Financial Services Software Ltd Informatidechnology

Polaris Financial Technology Ltd Information Techagy
Redington India Ltd Information Technology

Rolta India Ltd Information Technology

Tata Elxsi Ltd Information Technology

Tech Mahindra Ltd Information Technology

Wipro Ltd Information Technology
Entertainment Network (India) Ltd Media & publicatis

Jagran Prakashan Ltd Media & publications
Navneet Publications (India) Ltd Media & publicati®

Reliance MediaWorks Ltd Media & publications

Sun TV Network Ltd Media & publications
Television Eighteen India Ltd (Merged) Media & puddtions

Zee Entertainment Enterprises Ltd Media & publioats

Adhunik Metaliks Ltd Metal,Metal Products & Mining
Bhushan Steel Ltd Metal,Metal Products & Mining
Electrosteel Castings Ltd Metal,Metal Products &nvhg
Gujarat Mineral Development

Corporation Ltd Metal,Metal Products & Mining
Gujarat NRE Coke Ltd Metal,Metal Products & Mining
Hindalco Industries Ltd Metal,Metal Products & Mg
Hindustan Copper Ltd Metal,Metal Products & Mining
Hindustan Zinc Ltd Metal,Metal Products & Mining
Indian Metals & Ferro Alloys Ltd Metal,Metal Prodisc& Mining
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ISMT Ltd

Jai Balaji Industries Ltd

Jai Corp Ltd

Jindal Saw Ltd

Jindal Steel & Power Ltd

JSW Steel Ltd

Maharashtra Seamless Ltd
Monnet Ispat & Energy Ltd
National Aluminium Company Ltd
NMDC Ltd

PSL Ltd

Sesa Goa Ltd

Steel Authority of India Ltd
Sterlite Industries (India) Ltd
Tata Steel Ltd

Texmaco Ltd

Uttam Galva Steels Ltd

Ballarpur Industries Ltd

Balmer Lawrie & Company Ltd
Educomp Solutions Ltd
Engineers India Ltd

Gati Ltd

Pantaloon Retail (India) Ltd
Prakash Industries Ltd

Shoppers Stop Ltd

State Trading Corporation of India Ltd
Tamil Nadu Newsprint & Papers Ltd
Time Technoplast Ltd

Trent Ltd

Aban Offshore Ltd

Bharat Petroleum Corporation Ltd
BOC India Ltd

Castrol India Ltd

Chennai Petroleum Corporation Ltd
Essar Oil Ltd

GAIL (India) Ltd

Gujarat Fluorochemicals Ltd
Gujarat Gas Company Ltd
Gujarat State Petronet Ltd

Hindustan Oil Exploration Company Ltd

Hindustan Petroleum Corporation Ltd
Indian Oil Corporation Ltd
Indraprastha Gas Ltd

Mangalore Refinery And Petrochemicals

Ltd

Metal,Metal Products & Mining
Metal,Metal Products & Mng
Metal,Metal Products & Mining
Metal,Metal Products & Mining
Metal,Metal Products & My
Metal,Metal Products & Mining

Metal,Metal Products & iMgn
Metal,Metal Products & Mng
Metal,Metal Produc&sMining

Metal,Metal Products & Mining

Metal,Metal Products & Mining
Metal,Metal Products & Mining
Metal,Metal Products Mining
Metal,Metal Prodgc& Mining
Metal,Metal Products & Mining
Metal,Metal Products & Mining
Metal,Metal Products & Migin
Miscellaneous
Miscellaneous
Miscellaneous
Miscellaneous

Miscellaneous
Miscellaneous
Miscellaneous
Miscellaneous

Miscellaneou
Miscellaneous
Miscellaneous
Miscellaneous

Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
Oil & Gas
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Oil & Natural Gas Corpn Ltd

Oil India Ltd

Reliance Industries Ltd

Selan Explorations Technology Ltd
Shiv-Vani Oil & Gas Exploration
Services Ltd

BF Utilities Ltd

CESC Ltd

GMR Infrastructure Ltd

Gujarat Industries Power Co Ltd
GVK Power & Infrastructure Ltd
Jaiprakash Power Ventures Ltd
JSW Energy Ltd

Lanco Infratech Ltd

Nava Bharat Ventures Ltd
Neyveli Lignite Corporation Ltd
NHPC Ltd

NTPC Ltd

Power Grid Corporation of India Ltd

PTC India Ltd

Reliance Infrastructure Ltd
Reliance Power Ltd

SJVN Ltd

Tata Power Company Ltd
Bharti Airtel Ltd

Finolex Cables Ltd

GTL Ltd

Himachal Futuristic Communications Ltd

Idea Cellular Ltd
Mahanagar Telephone Nigam Ltd

Oil & Gas

Oil & Gas
Oil & Gas
Oil & Gas

Oil & Gas
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Power
Telicom
Telicom
Telicom
Telicom
Telicom
Telicom

Sasken Communication Technologies Ltd Telicom

Sterlite Technologies Ltd
Tanla Solutions Ltd

Tata Teleservices (Maharashtra) Ltd

Tulip Telecom Ltd

Alok Industries Ltd

Arvind Ltd

Bombay Dyeing & Manufacturing
Company Ltd

Bombay Rayon Fashions Ltd
Century Enka Ltd

Grasim Industries Ltd
Raymond Ltd

S.Kumars Nationwide Ltd
SRF Ltd

Telicom
Telicom
Telicom
Telicom
Textile
Textile

Textile
Textile
Textile
Textile
Textile
Textile
Textile
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Vardhman Textiles Ltd
Amara Raja Batteries Ltd
Amtek Auto Ltd

Amtek India Ltd

Apollo Tyres Ltd

Asahi India Glass Ltd
Ashok Leyland Ltd
Balkrishna Industries Ltd
Bosch Ltd

Cummins India Ltd
Eicher Motors Ltd
Escorts Ltd

Exide Industries Ltd
Hero MotoCorp Ltd

HMT Ltd

JK Tyre & Industries Ltd
Mahindra & Mahindra Ltd
Maruti Suzuki India Ltd
Motherson Sumi Systems Ltd
MRF Ltd

Sundram Fasteners Ltd
Tata Motors Ltd

Tube Investments of India Ltd
TVS Motor Company Ltd

Textile
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
Transport Equipments
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Appendix IT

List of Publicationsin Peer Reviewed Journal

1. Raveesh Krishankutty and Kiran Sankar Chakrabor014. The
Determinants of Corporate debt maturity: a studylmted companies
of Bombay Stock Exchange 500 indeRomanian Economic Journal,
Vol. 51(1), PP 67-90.

2. Kiran Sankar Chakraborty, and Raveesh Krishnakuttg013.
Determinants of current ratio: a study with refecento large listed
companies in IndiaJournal of International Business Management &
Research (jibmr)Vol.4(12).

3. K.S.Chakraborty, Raveesh Krishnankutty and Bhusi@mandra Das,
2012. Liquidity aspects of large corporate business study with
reference to listed companies in IndiAFBE journal Special Issue of
Selected Papers from AFBE UNITEN Conference, 20¥al. 5 (3), PP
319-334.

Paper Communicated for Publications
1. Raveesh Krishankutty and Kiran Sankar Chakrabor3014.
Determinants of debt capital in Indian corporatecte#: a sectoral

analysis.

2. Raveesh Krishankutty and Kiran Sankar Chakraboi29l14. The
determinants of growth and its dependence on loengrtdebt capitalA

Study with Reference to Indian Companies.
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Appendix III

List of Conference Attended

1. Presented a paper titled determinants of debt @piin Indian

corporate sector: a quantile regression analysisthe in the 6th
Doctoral Theses Conference”, held in the IBS Hydser@, organized by
the IBS Hyderabad in collaboration with Broad Cagée of Business,
Michigan State University, East Lansing, USA, duwirApril 26-27,
2013

. Presented a paper titled liquidity aspects of lacgeporate business: a
study with reference to listed companies in Indnatihe Asian Forum of
Business Education (AFBE) Conference 2012 at Malay&uala -
Lumpur.

. Presented a paper titled, Determinants of Curreati®R A Study with
Reference to Companies listed with Bombay Stock lErge in the 9
International Conference on Business and Financ€Bfl), January

2012, at IBS Hyderabad.
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