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Abstract

We try to test the pecking order theory of Korean fisheries firm’s capital structure using debt capacity. At
first, we estimate the debt capacity as the probability of assigning corporate bond rating from credit-rating
agencies. We use logit regression model to estimate this probability as a proxy of debt capacity. The major
results of this study are as follows.

Firstly, we can confirm the fisheries firm's financing behaviour which issues new debt securities for
financial deficit. Empirical test of SSM model indicates that the higher probability of assigning corporate
bond rating, the higher the coefficient of financial deficit. Especially, high probability group follows this
result exactly. Therefore, the pecking order theory of fisheries firm’s capital structure applies well for high
probability group which means high debt capacity. It also applies for medium and low probability group, but
their significances are not good.

Secondly, the most of fisheries firms in high probability group issue new debt securities for their financial
deficit. Low probability group’s fisheries firms also issue new debt securities for their financial deficit within
the limit of their debt capacity, but beyond debt capacity they use equity financing for financial deficit.
Therefore, the pecking order theory on debt capacity come into existence well in high probability group.
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Table 1. Summary Statistics: Fisheries Firms

(measure unit : year, 100 million won)

Variables Mean Median Std. dev. Ist quantile 3" quantile
Firm age 19.44 17.00 11.81 10.00 27.00
Total asset 654.80 163.62 1,419.23 79.86 387.58
Total liabilities 337.99 79.73 721.74 44.60 224.36
Sales 596.33 192.03 1,119.69 103.46 421.63
Net income 35.05 3.63 128.48 0.61 17.72
Net debt issuing(AD) 11.06 0.30 133.76 —3.35 6.38
Financial deficit(DEF) 30.26 7.57 173.31 —2.47 34.08
Table 2. Summary Statistics: Sample for Logit Regression
(measure unit : year, 100 million won)
Variables Mean Median Std. dev. Ist quantile 3" quantile
Firm age 16.14 13.00 11.85 8.00 22.00
Total asset 649.76 163.67 1,416.94 77.66 376.49
Total liabilities 365.70 87.88 925.36 41.45 213.87
Sales 663.85 172.21 1,673.23 85.08 411.37
Net income 24.15 4.92 223.38 1.00 17.82
Net debt issuing(AD) —3.80 0.17 309.70 —3.72 5.94
Financial deficit(DEF) 25.13 3.21 353.35 —4.50 24.10
UEtH = 7148 S S 74, &9, E o= o 2 A9 7ol &4
YN R AT Fa BAXED RN Sk, UuiA) doko] /|9 BRuh Arke
N3} A FREH| tfato] 217 BARS A Ro|th(FL W o A% AH5steh 4R
B3 gtk BAA, F EAARE BF,FY JASHURES FRT FA5 2 Hol g
S EZFUA Soll QoI A AT AR 52 Holx g o2 Kot 7 I JFL 2
el 3 glou], oo ubet GEEE FAA T A WAL grky 2 4 ok
HE7EoR 35T 2R E4E FE0| 4 ASHE TS A 51 9] 48%(0.047/0.098)
Qe A SR o) GASHE He B B RALRS T 2250 Y3, FREAT
Qg 4= Qi £ 339%(0.019/0.057), A &E A T2 16%(0.010/
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Table 3. Summary of Group Type Statistics on the Probability of assigning Bond Rating

High probability Middle probability Low probability
Variable (N=112) (N=112) (N=111)
Mean Median Std. dev Mean Median Std. dev Mean Median Std. dev
DEF 0.098 0.061 0.323 0.057 0.061 0.276 0.061 0.041 0.259
N D 0.047 0.001 0.323 0.019 0.003 0.115 0.010 0.002 0.066
SIZE 25.252 25.281 1.146 23.392 23.521 0.514 22.697 22.703 0.479
ROA 0.033 0.029 0.089 0.054 0.020 0.101 0.014 0.019 0.138
PPE 0.331 0.305 0.163 0311 0.282 0.199 0.344 0.309 0.205
AGE 3.270 3.497 0.545 2.708 2.773 0.621 2.226 2.398 0.711
LEV 0.558 0.585 0.228 0.636 0.712 0.302 0.661 0.697 0.305
Table 4. Correlation Analysis between Major Variables
DEF N D SIZE ROA PPE AGE LEV
DEF 1
N D 0.40066 1
(<.0001)
SIZE 0.00199 0.00503 1
(0.4024) (0.0382)
ROA —0.00002 —0.00007 0.02812 1
(0.9947) (0.9786) (<.0001)
PPE —0.00175 0.00605 0.03835 —0.02233 1
(0.465) (0.013) (<.0001) (<.0001)
AGE —0.00334 —0.00427 0.43068 0.00356 0.01041 1
(0.1614) (0.0795) (<.0001) (0.1364) (<.0001)
LEV —0.00006 0.0001 —0.03482 —0.25876 0.04477 —0.00902 1
(0.9788) (0.9666) (<.0001) (<.0001) (<.0001) (0.0002)
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Table 5. Result of Logit Analysis on the Probability of assigning Bond Rating

Model 1 Model 2
Intercept —40.871%** (4.055) —25.151%** (0.003)
SIZE 1.446%** (0.155) 0.881%** 0)
ROA 0.529 (0.816) 0.306%** (0.014)
PPE —2.022%* (0.849) —0.641%%** (0.008)
AGE 0.38* (0.224) 0.066%** (0.001)
LEV 0.601%* (0.318) 0.236%** (0.004)
Industry Dummy NO Included
N 1,968 1,968
Pseudo R-square 0.4441 0.2694
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Table 6. Results of SSM Regression Analysis in Fisheries Firms
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Low prob. group Middle prob. group High prob. group
Intercent 0.0074 0.0058 —0.0382%%*%*
P (0.01) (0.01) (0.011)
DEF 0.132%%* 0.138%*** 0.929%%**
(0.038) (0.038) (0.032)
N 111 112 112
Adj. R-square 0.1207 0.1009 0.8815
( ) standard error, ***, ** * mean that coefficients are statistically significant at the level of 0.01, 0.05, 0.1.
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Table 7. Results of Revised SSM Regression Analysis in Fisheries Firms

Low prob. group Middle prob. group High prob. group
0.0078 —0.0127 —0.0051
Intercept

(0.01) (0.01) (0.008)

0.134 0.232 0.277
DEF (0.041) (0.042) (0.057)

—0.008 0.175 0.23
DEF?

(0.06) (0.042) (0.019)

N 111 112 112
dj. R-square 0.1101 0.2185 —0.9496

( ) standard error, ***, ** * mean that coefficients are statistically significant at the level of 0.01, 0.05, 0.1.
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