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Abstract 

 

Background The long term downward trend in interest rates has brought us into 

new territory with negative interest rates. This should effect firms’ 

financing, and the choice between debt and equity. But how has the 

firms responded to the downward trend? 

Purpose The purpose of this essay is to study the interest rate levels effect 

on decisions regarding capital structure. Existing theories give 

different answers when taking a lowered interest rate into account. 

The study aims to give empirical evidence from Swedish data. 

Methodology By collecting financial data from 19 Swedish companies during 

1998 until 2014, we will test the effect of the interest rate on the 

firms’ debt to equity ratio. This will be done by simple linear 

regressions. 

Conclusions Our research show that our tested firms as a group decrease their 

debt to equity ratios when the cost of debt is lower. As we also 

show, debt has become cheaper relative the cost of equity, making 

the result even more noteworthy. Even though the results are in 

accordance with the Trade-off Theory, we argue that the theory 

needs to take more variables into account when determining 

financial distress. 
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1. Introduction 

In 2015, The Riksbank cut its repo rate to negative 0,25 percent, reaching 

a new record low. How will this extraordinary event, preceded by a long 

downward trend in interest rate levels, affects firms’ capital structure 

decisions? 

1.1. Background 

As central banks in the Western world are struggling to maintain inflation in their 

respective economies at target levels, official interest rates has recently reached record 

low levels (Lawton 2014, The Riksbank 2015b). Although low inflation or deflation is a 

more recent problem, the downward trend in interest rates has been ongoing for the last 

decades (The Riksbank 2015b). 

The neoclassical theory of investments argue that interest rates, viewed as capital costs, 

will affect firm's investment decision. When interest rates decrease, investments will 

increase and vice versa (Haavelmo, 1960; Jorgenson, 1963). Miles and Ezzell (1980) 

explained that investment opportunities are evaluated by the net present value of future 

cash flows. If the return of an investment exceeds the weighted average cost of capital 

(WACC), it is considered as profitable. When the cost of debt decreases, while the cost 

of equity is unchanged, the weighted cost of capital decreases. Therefore cost of financing 

is important when making investment decisions. All other things equal, if the cost of debt 

is lower, more investments will be considered profitable. 

According to Bordo and Wheelock (1998) many central banks made the inflation target 

their main objective during the 1990s. To keep inflation at preferred levels, many central 

banks tried to steer the economy by changing official rates of interest. In Sweden, The 

Riksbank has cut its repo rate several times, from 4,5 percent in 2008 to negative 0,25 

percent in 2015 (The Riksbank 2015b). It is important to point out that the repo rate is a 

nominal interest rate, including inflation and a risk premium as opposed to a real interest 

rate (Ang, Bekaert & Wie 2008). This means that even though the nominal interest rate 

is negative, the real interest rate can still be positive if the economy suffers from deflation. 
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For the past 30 years, a lowering of nominal interest rates has been a trend among western 

economies. The diagram below shows Swedish and US five year treasury bond yields 

since 1986. As can be seen below, interest rates fluctuate in the short term, but the long 

term trend is obvious (The Riksbank 2015b). 

 

Diagram 1. Swedish and US treasury bonds since 1986 (The Riksbank 2015b) 

Miles and Ezzell (1980) explained that investment opportunities are evaluated by the net 

present value of future cash flows. If the return on the investment exceeds the financing 

costs, it is profitable and increases the firm’s value. The interest levels of today, which 

are at record lows (Lawton 2014, The Riksbank 2015b) should logically result in high-

levered corporations as most investments would be considered profitable when financed 

through debt. Firms should increase their leverage as long as the return will exceed paid 

interest. Since equity is levered, the return on equity increases as well as the financial risk 

of the shareholders (Ross, Westerfield & Jaffe 2013, Brealey, Myers & Allen 2008). 

Blundell-Wignall and Roulet (2013) conclude that long term investments usually depend 

on the cost of equity rather than the cost of capital. The audit firm PWC conducts a market 

research every year where they determine the risk premium on the Swedish stock market. 

This is done by asking actors on the stock market about the required return on equity and 

thereby giving an approximate cost of equity (PWC 2015).  
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Diagram 2. Swedish 10-year bond, market risk premium and the spread. 

As shown in the diagram above, the spread between the required return on equity (RROE) 

and the risk free rate has increased dramatically. The required return on equity consists 

of the market risk premium and the risk free rate, in this case SE10Y. Even though both 

the interest rate level, as well as the required return on equity, has decreased, the interest 

rate level has decreased more relative to the required return on equity (PWC 2015). The 

spread between them indicates that the cost of equity is higher relative the cost of debt. 

The rationality of using expensive equity over cheap debt for financing investments can 

therefore be questioned. A modern day example is the CEO of the Swedish manufacturer 

Atlas Copco, saying that the firm’s balance sheet might be too conservative given the 

possibilities of cheap debt financing. The reason given is that he wants to be in control of 

the firm’s destiny and thereby not have to rely on the debtors (Östman 2014). According 

to Blundell-Wignall and Roulet (2013), this kind of thinking is an example of irrational 

behavior. If equity is preferred over debt, and thereby not regarding the total cost of 

capital, there must be explanations beyond pure capital cost rationality. It could possibly 

be found in theories of capital structure choices. 

1.2. Problematization 

Myers (1984) starts his article “The Capital Structure Puzzle” by asking the question what 

determines the way corporations finance their business and investments. The authors 
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gives a direct answer: we don’t know. Even though he states that there is no direct answer, 

Myers (1984) lists several theories that gives possible explanations for decisions 

regarding corporate financing. These are some of the most original theories in finance, 

including Miller and Modigliani’s theorem, the Pecking Order Theory and the Trade-off 

Theory. 

Modigliani and Miller’s (1958) article regarding the financing of corporations and their 

firm value was a big game-changer. Their first proposition was that, in a world without 

transaction costs and where citizens and corporations can borrow funds at the same 

interest rate, a firm’s value would be the same if it was leveraged as if it was unlevered. 

In the second proposition, Modigliani and Miller (1958) show that the required return on 

equity increases as the debt-to-equity relation increases. However, more leverage leads to 

more financial risk. According to the authors, the relationship between debt-to-equity and 

expected return is linear. This goes back to the Modern Portfolio Theory by Markovitz 

(1952), who states that investors are risk averse. Therefore they are only willing to take 

on more risk if that risk taking is compensated by a higher expected return. In Modigliani 

and Miller’s (1958) theorem this means that a firm with high leverage will increase its 

expected return to investors to compensate for the risk. 

While Modigliani and Miller’s (1958) first and second theorem did not take taxes into 

account, they later published an article that did. Modigliani and Miller (1963) wrote that 

leveraged financing has an advantage through the tax shield. Interest on debt financing is 

paid before taxes, unlike dividend paid to shareholders. This tax advantage would 

therefore increase the expected after tax returns to investors when using debt financing. 

According to Kraus and Litzenberger (1973), Modigliani and Miller assumed that the 

corporation was able to pay interest to its debtors. Therefore, Kraus and Litzenberg (1973) 

developed this theory and laid the ground for the so-called Trade-off Theory. The trade-

off is between the tax advantage of debt as a source of financing and the net present value 

of bankruptcy costs. Increased leverage makes for a greater tax shield, but the financial 

risk and thereby bankruptcy costs, increases as well. The amount of debt used for 

financing depends on the corporation’s individual situation and the trade-off is between 

tax advantages and financial distress (Kraus & Litzenberg 1973, Scott 1977, Kim 1978). 
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Myers and Majluf (1984) studied the conflict between management and investors, 

assuming that a firm has its assets in place and a valuable real investment opportunity.  

The conflict lies in asymmetric information since management have more information 

about potential investments than investors. To make investments, management have three 

different sources of finance: internal capital, debt and equity. These sources will be 

considered in that exact order, forming a Pecking Order that comes from the conflict 

between investors and management.  By issuing new equity to make investments, 

investors interpret it as negative even though it would enhance firm value. Due to 

asymmetric information, investors assume that management view the firm as overvalued 

by the market and therefore want to issue new equity. This is one of the effects assumed 

to explain why firms choose a certain order to finance their business. 

While Myers and Majluf’s (1984) Pecking Order Theory says that corporations prefer to 

use internal capital for investments, Jensen (1986) gives another view on the subject. The 

“Control Hypothesis” states that debt is an effective way of reducing agency costs. When 

a firm has an excessive cash flow, management may consider investments with returns 

below the cost of capital. The issuing of debt makes management promise to pay out 

future cash flows. Another benefit is that while issuing new debt, the management, 

corporation and its investment projects will be evaluated by the capital markets. This 

monitoring will help reducing agency costs through the market’s monitoring and the 

debt’s disciplining of the firm’s managers. 

Ever since Myers (1984) stated that we do not entirely know what determines a firm’s 

financing decision, several empirical studies have shown support for the Trade-off 

Theory. However, these tests have also been target for criticism by researchers 

questioning the reliability of the tests (Chang & Dasgupta 2009, Strebulaev 2007). 

Shyam-Sunder and Meyer (1999) shows support for the Pecking Order Theory, with the 

conclusion that the amount of leverage is higher when profitability is lower. The test’s 

methodology and reliance is questioned by Chirinko and Singha (2000). Later, Frank and 

Goyal (2003) conclude that the Pecking Order Theory does not apply on smaller sized 

firms. These enterprises have more restricted financing possibilities, since most of them 

are not publicly traded. When there is a lack of transparency and information, problems 

with adverse selection arise. 
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Both de Jong, Verbeek and Verwijmeren (2011) and Shyam-Sunder and Myers (1999) 

argue that scholars have to regard both the Trade-off Theory, as well as the Pecking Order 

Theory, while trying to predict financing decisions. There is a risk that the actual 

determinants are missed when only studying one theory, and instead blaming actions that 

does not fit in the model on irrational behavior. By doing this, de Jong et al. (2011) finds 

that the Pecking Order Theory has an advantage over the Trade-off Theory when 

predicting firms’ issuing of debt. On the other hand, the Trade-off Theory is better of 

predicting the decisions of under-levered firms. 

Elsas, Flannery and Garfinkel (2014) studies large investment financing decisions by 

testing the Trade-off Theory, Pecking Order Theory and the Market Timing Hypothesis. 

They conclude that the leverage method is dependent on actual debt to equity ratio and 

the firms target ratio, meaning that over-levered firms tend to issue equity instead of debt. 

Frank and Goyal (2009) uses the same theories, but instead testing them on decisions 

regarding capital structure. The authors argue that the Pecking Order Theory gives a 

pleasing explanation to why profitable firms have a tendency towards lower leverage. 

However it does not explain the industry characteristics where some industries tend to 

have a higher amount of leverage than others. Frank and Goyal (2009) argue that the 

Trade-off Theory gives better explanation for such factors, but instead lacks an account 

for why profitable firms have a lower debt-to-equity ratio. 

The previous research shows that there is no single theoretical explanation regarding 

firms’ financing and capital structure decisions. Fama and French (2005) argue that these 

ongoing empirical horse races between the Trade-off Theory and the Pecking Order 

Theory needs to stop and instead be viewed as complement to each other. On the other 

hand, Frank and Goyal (2009) points out that a unified theory explaining leverage 

decisions is not beyond reach, but it should probably be based on the Trade-off Theory. 

According to Jensen (1986), the Control Hypothesis has more advantage in corporations 

with large cash flows, which is not consistent with Myers and Majluf’s (1984) statement 

that well-doing firms generally uses internal capital for financing. The Trade-off Theory 

advocates the use of debt for its tax advantages, while also taking the financial risks that 

come with the use of leverage into account (Kraus & Litzenberg 1973, Scott 1977, Kim 
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1978). Both the control hypothesis and Trade-off Theory is based on a promised return 

to debtors in the form of interest rate, but for different reasons. 

In 2015, when nominal interest rate levels have reached new record lows (The Riksbank 

2015b), one might wonder how these long term changes affect firms’ decisions on capital 

structure. Modigliani and Miller’s theorem was founded in the late 1950s and early 1960s, 

which later led to the Trade-off Theory in the 1970s. The Pecking Order Theory was 

formed in the mid-1980s, about the same time as Control Hypothesis. As shown earlier, 

the interest rates in the western world have been in a downward trend since the mid-1980s 

(The Riksbank 2015b). The reality that corporations act in today are completely different 

from the time when these theories were developed. Modigliani and Miller’s theorem, the 

Trade-off Theory and the Control Hypothesis all depend on interest being paid on debt. 

However, none of the theories directly take the interest rate level into account when 

predicting corporations’ choices of capital structure. 

While reviewing earlier studies, we have noticed that not a single test has been done 

regarding potential effects of the interest rate. When paid interest decreases, so does the 

tax benefit in accordance with the Trade-off Theory. Therefore the leverage levels today 

should be lower and a preference for the use of internal capital, in accordance with the 

Pecking Order theory, would instead be the case. However, low interest rates make for 

cheap financing and therefore a lower required return on investments. When more 

investments are considered to be profitable through debt financing, the debt-to-equity 

ratio should be higher. If corporate managers should be disciplined by debt in accordance 

with the Control Hypothesis, leverage levels would be at record highs since interest rate 

levels are at record lows. This discrepancy is the foundation of our research question. 

The downward trend in interest rate levels makes for a unique opportunity to study its 

potential effects. When moving past the theoretical importance of the question, there is 

also a practical usefulness of the results. Both corporations and the public might benefit 

of knowing how changes in, for example policy rates or market rates, affect corporations’ 

decisions when making investments or other changes regarding the capital structure. 
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1.3. Research question 

The previous problematization shows that established theories on corporate finance gives 

very different predictions regarding how corporations should structure their financing, 

given the interest rate levels of the 21st century. As the ultra-low interest rate levels are a 

relatively new phenomenon, there is a gap in knowledge regarding its effect on capital 

structure decisions. Therefore, we have formulated the follow research question: 

- What is the effect of a downward trend in interest rate levels on firms’ capital 

structures and how can this behavior be explained? 

1.4. Purpose 

By using the reasoning of the theories mentioned in the problematization, we will test 

their empirical support when adding the interest rate as a determinant of capital structures. 

The theories gives different answers to how firms should leverage themselves when the 

interest rate level decreases. Due to this, we will test how the interest rate level have 

affected capital structures and also provide explanations to why capital structure decisions 

are made the way they are when considering the long term trend in interest rate levels. 
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2. Theoretical framework 

Modigliani and Miller’s theorem is one of the earliest theories regarding 

firms’ financing decisions. The Trade-off Theory, on which we have 

based two of our hypotheses, is derived from Modigliani and Miller’s 

theorem. We will also use the Pecking Order Theory, as well as the 

Control Hypothesis, which focus on the relationship between 

management and the investors. Lastly, the Neutral Mutation Hypothesis 

provides an antithesis in the discourse on capital structures. To explain 

how the long term trend in interest rates has affected capital structures, 

we formed hypotheses based on this theoretical framework. These are 

derived in the final section of this chapter. 

2.1. Modigliani and Miller’s theorem 

Modigliani and Miller (1958) showed, through their first proposition, that a leveraged 

company should be valued exactly the same as an unleveraged ditto. This was based on 

the assumption of perfect capital markets, without taxes and that investors and 

corporations could borrow at exactly the same interest rate. Since both investors and 

corporations borrow at the same interest rate, an investor could buy levered firm A, which 

has 80 % equity and 20 % debt, for $100. There is also the alternative to buy unlevered 

firm B for $80 and then borrow $20 to buy more shares. Both alternatives will give exactly 

the same returns, with the same cost of capital. Only difference is whether the firm or the 

investor pays the interest. Therefore, their first proposition is that the capital structure of 

a corporation has no effect on the firm’s value. 

In the second proposition, Modigliani and Miller (1958) argued that increased leverage 

leads to more financial risk, and thereby increasing the required return by shareholders. 

The assumptions made are the same as in the first proposition. By deriving the WACC-

formula (Weighted Average Cost of Capital), the authors show: 

𝑟𝐸(𝐿𝑒𝑣𝑒𝑟𝑒𝑑) = 𝑟𝐸(𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑) +
𝐷

𝐸
(𝑟𝐸(𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑) − 𝑟𝐷) 

𝑟𝐸 = 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 

𝑟𝐷 = 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 

𝐷

𝐸
= 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 
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Modigliani and Miller (1958) argue that the source of financing is irrelevant, when the 

question regards whether an investment is profitable or not. Due to the assumptions made, 

and what is shown in Proposition II, the cost of capital is constant at every leverage level. 

However, if corporations were able to borrow funds at lower interest, the weighted 

average cost of capital would decrease slightly and the average leverage ratio would 

increase. 

A few year later, Modigliani and Miller (1963) published a correction regarding the 

effects of corporate taxes. In the original article from 1958, the authors assumed a tax-

free environment in Proposition I and II. However, they did write shortly about a gain to 

be made from leverage due to taxation. The follow-up article from 1963 concluded that 

the advantage of debt financing for corporations, due to taxes, was quite large. 

Modigliani and Miller (1963) argue that the firm value should be greater for a leveraged 

firm, than an unlevered ditto, since interest on borrowed funds are paid before the profit 

is taxed. The result is different valuations depending on the expected after-tax return, 

leverage ratio and tax rate. The authors assumed that the corporation always was able to 

pay the interest on its debt, an assumption that was later criticized by Kraus and 

Litzenberg (1973). However, Modigliani and Miller (1963) wrote that even though the 

tax advantage of debt is substantial, firms should not seek to maximize their leverage 

ratios. The argument is that other financing options may be cheaper, for example retained 

earnings. In additions, lenders should limit the amount of debt a firm can issue in relation 

to the amount of equity in the firm. 

2.2. Trade-off Theory 

The critique by Kraus and Litzenberg (1973), regarding the firm’s ability to pay interest 

on its debt, led to the forming of a more developed version of the theory, the Trade-off 

Theory. Modigliani and Miller (1958) assumed perfect capital markets and therefore the 

firm’s market value was independent of its capital structure. However, Kraus and 

Litzenberg (1973) concluded that bankruptcy penalties and the taxation on corporate 

profits are an example of imperfect markets. 



 

 

 

 
11 

 

Modigliani and Miller (1963) assumed that firms can earn its debt obligation with 

certainty, while Hirshleifer (1966) assumed an absence of bankruptcy penalties. Kraus 

and Litzenberg (1973) opposed both these assumptions and instead combined the two, 

resulting in a theory of a trade-off between the tax benefits of debt and the net present 

value of bankruptcy costs. The market value of a firm could therefore be calculated by: 

𝑀𝑉𝐿 = 𝑀𝑉𝑈 + 𝑇𝑅 × 𝐷𝑀𝑉 − (1 − 𝑇𝑅) × 𝐵𝐶𝑁𝑃𝑉 

𝑀𝑉𝐿 = 𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑎 𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝑓𝑖𝑟𝑚 

𝑀𝑉𝑈 = 𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑎 𝑢𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝑓𝑖𝑟𝑚 

𝑇𝑅 = 𝐶𝑜𝑟𝑝𝑜𝑟𝑎𝑡𝑒 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒 

𝐷𝑀𝑉 = 𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 

𝐵𝐶𝑁𝑃𝑉 = 𝑁𝑒𝑡 𝑝𝑟𝑒𝑠𝑒𝑛𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚′𝑠 𝑏𝑎𝑛𝑘𝑟𝑢𝑝𝑡𝑐𝑦 𝑐𝑜𝑠𝑡𝑠 

According to Brealey et al. (2008), the Trade-off Theory is debt versus equity, where 

corporate managers have to do a trade-off between a tax advantage and the costs of 

financial distress that come from leverage. The theory says that there is an optimal capital 

structure for each corporations, and it is up to the managers of the corporation to find it. 

Ross et al. (2008) argue that this optimal capital structure sets the corporation’s target 

debt-to-equity ratio. 

Within the Trade-off Theory, the trade-off factors are the most important. The tax 

advantage comes from the fact that interest on debt is paid before taxes, unlike the 

dividend to shareholders which is the cost of equity. On the other hand, there is the costs 

of financial distress. These costs consists of bankruptcy costs and uncertainty costs. The 

former is an increase in administration costs, legal fees and time spent on avoiding 

bankruptcy, while the latter is costs related to the increased uncertainty of debtors and 

suppliers. When the amount of leverage increases, the financial risk increases as well. 

This may lead to increased interest rates on debt and suppliers refusing delivery due to 

the risk of bankruptcy or insolvency (Brealey et al. 2008, Ross et al. 2008, Ross et al. 

2013). 
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Figure 1. Trade-off Theory of capital structure (Myers 1984, p. 577) 

The optimal capital structure can be found where the net present value of the tax 

advantage equals the increased costs of financial distress. It may seem as there is one 

optimal capital structure, given that all firms have the same costs of debt and tax ratio. 

However, the theory also states two factors causing firms to have different capital 

structures. The first is the level of risk in the firm’s assets. When the amount of risky 

assets increase, the leverage ratio decreases. Secondly, there is a time lag in the capital 

structure since optimizing the structure takes time. The second factor is why two 

companies with equivalent assets may have different capital structures (Brealey et al. 

2008). 

It is not only the balance sheet that matter in the Trade-off Theory. According to Frank 

and Goyal (2009), firms with greater profit value tax deductions higher. Since the Trade-

off Theory is partly based on tax advantages of debt, profitable firms should maximize 

the tax shield until the point where marginal costs for financial distress just offset the 

marginal benefits. 

2.3. The Control Hypothesis 

The Control Hypothesis is based on Agency Theory (Jensen 1986), a theory primarily 

developed by Alchian and Demsetz (1972) and Jensen and Meckling (1976). According 
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to Fama and Jensen (1983), the Agency Theory is the reason why firms can separate 

ownership and control. The owners of the firm are the principals and they are also the 

carriers of risk. The managers are agents, given the responsibility to manage the company 

on the behalf of its owners. Fama (1980) argue that managers are always maximizing 

their utility and this may lead to consumption at the cost of the shareholder. This conflict 

of interest is minimized through two markets: the market for corporate takeovers and the 

labor market for managers. When the firm’s value increases, the market value of the 

managers do the same leading to increased compensation. This is the incentive for 

managers to act on the behalf of the firm’s owners. 

According to Jensen (1986), there is an agency problem resulting from large free cash 

flows. Managers have incentives to make the firm grow. Murphy (1985) show that 

management compensation is positively related to a growth in turnover. Jensen (1986) 

therefore argue that managers may use cash flow to expand the firm more than necessary. 

Managers may use substantial free cash flows to repurchase stock or increase the 

dividend, and thereby returning profits to the firm’s owners. However, the managers are 

in control of these cash flows and not even a promised future dividend is legally binding. 

Therefore, Jensen (1986) suggests the Control Hypothesis, using debt for motivating and 

disciplining managers. Debt reduces the free cash flow available to managers and failures 

to make payments on the debt motivates the firm and its managers to act more efficient. 

When issuing new debt, the firm and its managers also has to face the capital markets on 

a regular basis. This gives opportunities for the market to evaluate both the firm and its 

future investment projects. Such activities help reduce agency costs due to increased 

monitoring by the market. 

Jensen (1986) continue with the agency costs of debt, which includes bankruptcy costs. 

Similar to the Trade-off Theory (Brealey et al. 2008, Ross et al. 2013), there is an optimal 

amount of leverage where the firm’s value is maximized. This can be found where the 

debt’s marginal costs offset the marginal benefits (Jensen 1986). 
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2.4. Pecking Order Theory 

Myers and Majluf’s (1984) have studied how a firm’s management will act when having 

a positive net present value investment opportunity. Doing so they needed to do some 

assumptions about a firm's situation. It is assumed that the opportunity of investment 

requires an instant raise of capital, otherwise the opportunity will evaporate. The net 

present value of selling a security is in this case always zero since the money raised will 

balance the exact value of the liability created and that the capital market is efficient. 

Beside efficient capital markets there is no transaction costs or taxes. The situation is then 

focused on the asymmetric information between management and investors. Management 

are assumed to have more information about the value of firm’s assets and investments 

opportunities. 

Myers and Majluf’s (1984) conclude that management will prefer to use financial slack 

or internal capital before issuing new debt and last new equity. Financial slack is 

represented by cash, liquid assets or unused borrowing power and affects management in 

their investment decisions. This is built on the assumptions that managers act in the 

interest of old investors, which are assumed to be passive.  Old investors are those who 

already own shares in the firm, while new investors are those who could be shareholders 

when issuing new equity. If old investors would have been active, issuing new equity 

would not affect the firm’s value. 

If the information asymmetry only were related to firm value, not risk, management 

would then prefer debt before equity. Since debt is not affecting the firm value it can be 

compared to financial slack, if not considering risk.  Because of the bad response from 

investors when issuing new equity a firm will not carry out an investment, even though it 

will increase firm value, in a situation with no internal capital. Existing investors are then 

better off if the firm avoids this by retaining internal capital to act when a positive 

investment opportunity will appear (Myers & Majluf 1984). 

Myers (1984) explains more detailed that the decision rule becomes, “issue debt when 

firm’s value is underpriced and issue equity when firm’s value is overpriced”. This 

strategy seems logic to maximize the decision of issuing new equity but creates opposite 

effects. When having the investors’ perspective, especially new investors, firm’s issuing 
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of new equity is interpreted as if the firm’s value is overpriced. New investors will not be 

part of the issue unless the firm’s risk-free debt opportunity is exhausted. In other words, 

investors will force managers to follow the pecking order of first using retained earnings 

and if external financing is the only option, debt is preferred over equity. 

The asymmetric information between investors and managers will also affect managers 

when deciding on adjustments toward optimal capital structure according to Myers 

(1984). If the firm will exchange debt with equity it is considered as bad news. But if the 

firm instead exchange equity with debt it is considered as good news. This even though 

both actions are taken with the same objective, to maintain or move towards an optimal 

amount of leverage. 

2.5. The Neutral Mutation Hypothesis 

Miller (1977) argue that firm managers may fall into a pattern or a habit, regarding 

financing of the firm. This is based on a theory that the choice of financing does not affect 

the firm’s value, and therefore the decision is harmless. When managers do no harm, 

habits make them feel better and since no one is affected by their choices, no one cares to 

stop or change them. 

Myers (1984) opposes the Neutral Mutation Hypothesis, saying that we already know 

investors’ interest for capital structure since stock prices react as news of a change in the 

capital structure reaches the market. 

2.6. Formulation of hypotheses 

This thesis is hypothetico-deductive, which means that our hypotheses are based on the 

logical rationality of our theoretical framework and set out to enable answering the 

research question by testing the theories empirically (Wallén 1996, Bryman & Bell 2005, 

Alvesson & Sköldberg 2008). 

As mentioned in our theoretical framework, differences between industries should be 

expected. This is mainly due to the fact that companies in the same sector usually have 
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similar types of assets and therefore the risk level of the balance sheet should be 

approximately at the same level. Especially within the Trade-off Theory, there are 

empirical support for large differences between industries. When the risk level of the 

assets differ, the financial risk changes. This leads to different financing opportunities, 

since both shareholders as well as debtors consider the financial risk when evaluating an 

investment opportunity (Brealey et al. 2008, Ross et al. 2008, Frank & Goyal 2009, Ross 

et al. 2013). Due to this we performed all tests of the hypotheses on both the whole sample 

of companies, as well as for each individual sector. By doing this, we were able to 

discover differences between sectors which enhanced the utility of the results.  

2.6.1. Hypothesis I: 

According to Brealey et al. (2008) and Ross et al. (2013), the Trade-off Theory states that 

there is an optimal capital structure for each corporation, and it is up to the managers to 

find it. The tax advantage comes from the fact that interest on debt is paid before taxes. 

With high leverage comes financial distress which causes bankruptcy cost. The trade-off 

is between these two factors and will determine a corporation's optimal capital structure. 

According to the theory, if interest rates decline the debt to equity ratio should decline as 

well if the corporation wish to remain at the optimal point in the capital structure. Not 

changing the debt to equity ratio would result in less tax advantages, while the financial 

distress remains at the same level. This is because the theory assumes that the level of 

financial distress is solely based on the debt to equity ratio. When interest rates decline, 

the amount that will be tax deductible decreases and therefore the expected return after 

taxes will be lower. The trade-off is therefore altered and the optimal amount of leverage 

is changed, therefore: 

Hypothesis I: 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝛽 ≠ 0) 
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2.6.2. Hypothesis II: 

In the hypothesis above, we use the cost of debt for the individual company as a 

determinant. However, we also wanted to see if there is any difference when compared 

to a general interest rate level. Decisions on capital structure might take the current market 

conditions into account. Thereby, the general interest rate level could possibly be one 

such factor in the decision making. By doing this, we also exclude the potential risk that 

a lowering in the general interest rate level does not affect the actual cost of debt for the 

firms tested. 

Based on the logic of the Trade-off Theory, we expect results similar to hypothesis I. If 

the general interest rate level is lowered, the tax advantage of debt decreases. Since the 

financial distress is based on the debt to equity ratio, and therefore independent of the 

interest rate, the firm should lower its debt to equity ratio to remain at the optimal amount 

of leverage. 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 

𝑡ℎ𝑒 𝑔𝑒𝑛𝑒𝑟𝑎𝑙 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑙𝑒𝑣𝑒𝑙 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 

𝑡ℎ𝑒 𝑔𝑒𝑛𝑒𝑟𝑎𝑙 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑙𝑒𝑣𝑒𝑙 (𝛽 ≠ 0) 

2.6.3. Hypothesis III 

According to Myers and Majluf (1984) and the Pecking Order Theory, managers prefer 

the use of internal capital to finance investments. If this were true, profitable firms should 

have a lower debt to equity ratio. Thus, if a firm has a low level of profitability, it should 

prefer the use of debt before issuing new equity. In other words, profitable firms should 

have a lower debt to equity ratio, and vice versa. 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑝𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑝𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 (𝛽 ≠ 0) 
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This is empirically supported in tests by Shyam-Sunder and Meyer (1999) as well as in 

more recent studies by Frank and Goyal (2009). However, we need to determine whether 

this is true in our selection of companies to be able to draw further conclusions. 

2.6.4. Hypothesis IV 

Jensen (1986) argued that a company would benefit, through decreased agency costs, by 

limiting the amount of free cash flow available at managers discretion by increasing the 

amount of debt. The theoretical foundation is that the firm and its managers are obligated 

to pay both interest and repayments to debtors, while dividends to shareholders are 

optional. The result is that firms with large free cash flows should increase its debt-to-

equity ratio and thereby decreasing the free cash flow, guaranteeing yield to investors 

through for example bonds. Logically, when cash flows remain at the same level, and 

interest rate levels decreases, the amount of debt would have to increase to maintain the 

same amount of disciplining by debt. When interest rate levels increase, the amount of 

debt used for disciplining should be lowered if cash flows remain the same. 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑓𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑓𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 (𝛽 ≠ 0) 

This test does intentionally not include the interest rate level as a variable. We argue that, 

if the Control Hypothesis is empirically supported, the effect of it would be even stronger. 

If the interest rate decline, more debt would be required to discipline managers. It would 

also, all other things equal, increase the free cash flow since the cash flow includes paid 

interest. Therefore we only test if the debt to equity ratio depends on the free cash flow. 
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3. Research method 

We have used a quantitative research method based on a hypothetico-

deductive approach. The data is collected from each company’s annual 

reports from 1998 to 2014. Our sample consists of 19 companies divided 

into five groups, based on which sector they are mainly active in. Since 

there are 19 companies and financial data from 17 years it adds up to 

323 measurement points. These will be tested through regression analysis 

and the results will then be compared and analyzed on the basis of our 

theoretical framework. 

3.1. Scientific approach 

In this thesis, we have formed hypotheses to test empirically, based on existing theories 

regarding capital structures. In methodological theory there are two main types of 

research: inductive and deductive. The former is when the researcher first collect 

empirical data, analyses it and from the analysis creates a theory. The latter is the 

opposite, where hypotheses are formed based on theoretical assumptions and then tested 

empirically (Wallén 1996, Bryman & Bell 2005, Alvesson & Sköldberg 2008). When 

hypotheses are based on the logic of relevant theories to predict consequences, the 

methodological approach is known as hypothetico-deductive (Molander 1998). Since we 

formed our hypotheses on logical extension of existing theories to predict corporations’ 

actions when the interest rate level is lowered, we chose a hypothetico-deductive 

approach. 

The hypotheses, based on our theoretical framework, was tested against the empirical data 

collected. According to Körner and Wahlgren (2006), all testing of hypotheses should 

include a null hypothesis (𝐻0) and an alternative hypothesis (𝐻1). The test results will 

lead to either an accepted or not accepted null hypothesis. 

3.2. Quantitative study 

Given the nature of the research question, the study could have been done with a 

qualitative methodology. However, as the research was aimed at large publicly traded 
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companies in Sweden, the access to relevant qualitative data would be very limited (why 

large publicly traded companies were chosen will be motivated later on in this chapter). 

The people making decisions on capital structure are, in almost all cases, top executives. 

Given limited time and resources it would be close to impossible to gather a satisfying 

amount of information from these executives. Instead, we will base our empirical data on 

publicly available information through annual reports and relevant databases. According 

to Bitektine (2008), a quantitative method is preferred when the aim is to test theories 

empirically and the data collected is easily quantified. Since our data is strictly numerical 

and we use a deductive approach, a quantitative method was the logical choice. In 

addition, it is easier to generalize conclusions for the wider population from a smaller test 

sample, when compared to using a qualitative method (Lewis, Saunders and Thornhill, 

2009). 

According to Bryman and Bell (2005) you can either collect primary or secondary data. 

Reliability is higher when gathering primary data instead of using secondary data. Our 

use of annual reports is to be considered as secondary data. In this case, the reliability 

would not be enhanced by gathering primary data instead of secondary data. The only 

difference would be the time consumption. If we were to contact all sample companies 

and directly ask for the financial numbers we needed, they would probably only refer to 

their annual reports. 

3.3. Regression analysis 

We have chosen to use linear regressions to analyze the empirical data. The regression 

analysis was done in SPSS, a computing software for statistics. Linear regressions in 

SPSS may be done in one of two ways: “Enter” or “Stepwise”. The former forces all 

independent variables to be included in the regression, while the latter includes or 

excludes one variable in each step. By using “Enter”, we were able to manually include 

or exclude different variables in different regressions. 
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3.3.1. Significance level 

When a regression is completed, the result has to be interpreted. To be able draw any 

conclusions, the tested model has to show statistical significance. To determine this, we 

decided to use a significance level of 0,05. According to Gujarati (2003) and Körner and 

Wahlgren (2006), this is the probability of rejecting a null hypothesis even though it is 

true. The chosen significance level should be based on the consequences of not rejecting 

a false null hypothesis. For example, studies within medicine should require a higher 

significance level due to the severe consequences of not rejecting a false null hypothesis. 

In this research, the result was neither vital nor of substantial financial magnitude. 

Therefore, a significance level of 5 percent was considered reasonable. 

3.3.2. Beta coefficient 

If the tested model shows significance, the most important number is whether the beta 

coefficient is positive or negative. This shows if an increase in the independent variable 

(X) gives an increase or a decrease in the dependent variable (Y) (Gujarati 2003, Brealey 

et al. 2008, Ross et al. 2013, Lee, Lee & Lee 2010). The beta coefficient is calculated by: 

𝛽𝑖 =
𝐶𝑂𝑉(𝑋𝑖 , 𝑌𝑗)

𝜎2(𝑌𝑗)
 

We will use the beta coefficient to determine in which direction one factor affects another. 

For example, if the interest rate level is an independent variable (X), the debt to equity is 

dependent (Y) and the beta coefficient of the regression is 1,5, we can conclude that if the 

interest rate rises with 1 unit, the debt to equity ratio will rise with 1,5 units. 

3.3.3. Coefficient of determination 

Following the beta coefficient is the coefficient of determination (R-squared), as well as 

the adjusted coefficient of determination (Adjusted R-squared). The coefficient of 

determination shows to what degree the dependent variable (Y) is affected by the 

independent variable (X) (Gujarati 2003, Körner & Wahlgren 2006). Since the coefficient 

of determination increases with the level of independent variables in the model, the 

adjusted coefficient of determination might be useful. Adjusted R-squared considers the 

number of independent variables and adjusts accordingly to avoid misleading results. We 
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did not use the adjusted R-squared since all our regressions only included one independent 

variable, also known as simple linear regressions. 

3.4. Selection of Companies 

When deciding on a sample of companies to use for the empirical gathering of data, it is 

important to understand how the sample may affect the results of the research. The 

selection could either be random or deliberate (Körner & Wahlgren 2006). We decided 

to go with the latter and divide our samples into five groups depending on which sector 

the companies were active in. By not making a random selection of sample companies, 

we cannot draw any generalizing conclusions. If we were to do a random selection, and 

still be able to divide the companies into groups, we would have to study companies 

outside of Sweden or companies not listed on the Large Cap. Such decisions would have 

consequences, which we will discuss further down in this section. Therefore we went with 

a deliberate selection of sample companies. 

The decision to divide companies into groups were primarily because it enables 

comparisons between different sectors. When companies are conducting similar types of 

activities, their assets should have similar risk levels. As pointed out by Brealey et al. 

(2008), asset types and their level of risk is a predictor of capital structure. By using 

groups of similar companies, differences caused by certain industries are excluded. Ross 

et al. (2008) also point to the empirical fact that there are large differences in leverage 

between different industries, which is another reason for testing each industry by itself. 

To create groups that consisted of companies within the same sector, it limited both the 

amount of groups, as well as the amount of companies. From the Swedish Nasdaq OMX 

Large-Cap list we discovered five types of businesses where the amount of companies in 

each group would be more than two. The groups are Manufacturing, Construction, 

Material, Real Estate and IT/ Telecom. We actively excluded financial companies, since 

their financing methods generally differs from other types of corporations. Their leverage 

ratios are also governed by the regulatory framework stipulated by the Basel Committee 

on Banking Supervision (BIS 2015). 
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Each group consists of four companies, except from “Construction”, in which there are 

only three. Among Swedish Large-Cap companies, there are only three pure construction 

companies. Some Real Estate-developers also do construction, but primarily their balance 

sheet consists of properties and therefore are not comparable to the companies only or 

primarily doing construction work. This all resulted in a total of 19 companies. 

Manufacturing Construction Material Real Estate IT/ Telecom 

Volvo NCC SSAB Castellum Ericsson 

Atlas Copco Skanska Boliden Wallenstam TeliaSonera 

Sandvik Peab BillerudKorsnäs Fabege Tele2 

SKF  Holmen Hufvudstaden Axis 

Table 1. Chosen sample companies. 

During the selection, we had to reform the groups due to insufficient history of data. In 

the group “Materials”, we initially included Lundin Petroleum. They later had to be 

excluded since they report in USD, which differs from the other companies who all report 

in SEK. In the “Real Estate”-group, we had to exclude Balder since it was established in 

2005. Instead, Wallenstam replaced Balder as our fourth Real Estate company. 

The decision to only use publicly listed companies were due to two factors. First, listed 

companies tend to have more information available to the public (Frank and Goyal 2003). 

Secondly, there is a difference in financing option for different companies. Banerjee, 

Kearns & Lombardi (2015) wrote that corporations without access to capital markets have 

a hard time borrowing money, due to increased demands from the banks. This is also 

supported by Frank and Goyal (2003), saying that smaller companies that are not listed 

almost never have access to capital markets. In this thesis, the effects of restricted access 

can be ignored if all companies in the sample are considered to have the same 

accessibility. By this choice, the capital structure should be the consequence of decisions 

rather than access to credit. 

When using only publicly listed Swedish companies, several other factors are also 

excluded. This includes similar currency effects and corporate tax rates. Since these 

factors affected all the sample companies, we did not have to take them into account when 

testing the data. 
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3.5. Gathering of data 

During the selections of companies that were to be included in the sample, we 

simultaneously controlled the accessibility of historical data. As previously mentioned, 

we had to replace two companies due to insufficient history and financial reporting in a 

different currency. When the five groups were established, and their constituents were 

chosen, the data gathering was initiated. 

Initially we planned on using the ORBIS database for collecting financial data for the 

sample companies. However, we soon realized that the database were in some cases 

missing data that was required. The database also limited the historical data to the 10 most 

recent reporting years. Our ambition was to go further back and therefore we started 

looking at each companies’ annual reports. By doing this, we also discovered some 

discrepancies between the data collected from ORBIS and the numbers in the annual 

reports. This is caused by calculations done in the ORBIS database to make the data fit 

their definitions and thus making it comparable. Since we needed data further back than 

ORBIS could provide, we decided to only use number from each company’s annual 

report. 

We obtained annual reports both from a database called InfoTorg, as well as from each 

companies’ web page. At InfoTorg, we could find annual reports dating back to 1999. 

However, most reports for the year 2014 was not yet uploaded to InfoTorg. In those cases, 

the annual reports were collected from the companies’ web pages. InfoTorg publishes the 

annual reports sent in by the companies to Bolagsverket, which is the Swedish Companies 

Registration Office. 

Our data was limited by the availability of historical annual reports. We are aware that 

the study would have benefitted from earlier numbers, preferably dating back to 1980. 

This is because the volatility of the interest rate in Sweden were quite large during the 

late 1980s and early 1990s, which would be interesting to study. To gather such data, we 

would have had to request printed copies from Bolagsverket. However, this was not 

possible due to limitation of resources for this research. The sample would also have been 

smaller, since some of the chosen companies have not been in their present form long 

enough. We were able to obtain annual reports for all the sample companies for the 
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reporting year of 1999. Since all reports at least showed numbers for the previous 

reporting year, our sample dates back to the year of 1998.  

With our data sample stretching from 1998 to 2014, equaling 17 years, we include several 

important events in modern economic history. For starters, the time period includes 

several business cycles. We also include the tech boom and bust, financial crisis of 2008 

and the euro crisis of 2010-2012. This way our sample will consist of several different 

market conditions affecting the sampled companies in different ways. 

For one of the companies we had to do manual adjustments for two of the reporting years. 

The materials company Boliden AB was in the year 2000 part in a non-cash merger with 

Boliden Ltd. Since Boliden Ltd was registered abroad, the consolidated reports of the 

group was in USD. Therefore, we used the exchange rate for USD/SEK on 1998-12-31 

(8,1030 SEK) and 1999-12-31 (8,5084 SEK) respectively to convert the numbers into 

SEK. The exchange rate were obtained from historical spot prices in Infront1, which is a 

trading application. 

The numbers that we were interested in was total assets, equity, debt, operating profit 

(EBIT), financial costs and operating cash flow. From these numbers we calculated the 

debt to equity ratio, solvency, cost of debt, changes in cash flow and return on assets. For 

details regarding the calculations, see the “Variables”-section. 

3.6. Variables 

To be able to answer the research question, the right variables had to be tested. Since the 

whole analysis was depending on the statistical results, this was in a way the most 

important part of the entire thesis. Bell (1993) as well as Bryman and Bell (2005) writes 

that the research gains validity if the variables chosen actually measure what they are set 

out to measure. Our variables were chosen from their expected ability to test certain 

aspects of our theoretical questions. Even though this thesis does not attempt to determine 

which corporate finance theory corresponds best to our tested reality, there was a need to 

test certain aspects of them. This was to determine causal relations between the 
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independent and dependent variables. Since the objective was to determine whether the 

interest rate level affected capital structure decisions, we had to make sure that it was the 

actual interest rate level that caused the change and not another aspect taking place at the 

same time. By testing other aspects, we can also compare the coefficient of determination 

between different determinants. 

3.6.1. Profitability 

There are several ways of measuring profitability. Examples are return on equity (ROE), 

return on assets (ROA) and return on capital employed (ROCE). When looking at the 

Trade-off Theory, earnings before taxes are most relevant due to the tax shield in the 

theory. Our study is focused on capital structures and therefore measuring profit should 

be independent of how the companies have chosen to finance their business. When using 

earnings before taxes and interest (EBIT or operating profit), neither cost of debt nor taxes 

are included. 

To be able to compare different companies, the use of relative profitability is preferred. 

While return on equity or return on capital employed might be more useful to 

shareholders, we chose return on assets (ROA) as our measurement of profitability. The 

capital structure consists of both equity and debt, which finance the assets. When studying 

capital structure decisions, and thereby including both shareholders and debtors, the 

rational choice is to look at ROA. This is in accordance with earlier studies (Titman & 

Wessels 1988, Cassar & Holmes 2003, Yazdanfar & Öhman 2015, Serrasqueiro & 

Caetano 2015). 

𝑃𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 (𝑅𝑂𝐴) =
𝐸𝐵𝐼𝑇

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

Our measure of profitability is expressed as percentage points, where a Return of Assets 

of 2,5 % equals the number 2,5. 

3.6.2. Leverage 

To measure leverage, we use the book values of both debt and equity. This is in 

accordance with Shyam-Sunder and Myers (1999) and de Jong et al. (2011). Since all our 
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sample companies are governed by the same accounting rules (IFRS/IAS), there is no 

need for using market values. We use debt to equity as a measure for leverage ratio. 

𝐷𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 =
𝐷𝑒𝑏𝑡

𝐸𝑞𝑢𝑖𝑡𝑦
 

Debt consists of all liabilities, both current and non-current. Short term liabilities, such as 

account payable, are also a kind of financing. The decision to include both current and 

non-current liabilities also affect the calculation of the firms’ cost of debt (see 4.1.3.). 

3.6.3. Cost of debt 

When determining which way to measure the cost of debt, we faced a quite difficult 

decision. One way of doing it would be by using an index for market bonds and thereby 

using a more general interest rate level. However, all the companies in our sample has 

specified their financial costs for interest-bearing liabilities. That way we were able to 

divide financial costs with total liabilities and thereby getting a cost of debt for each 

individual company. Since most of the companies did not specify their interest bearing 

liabilities, the possibility of dividing financial costs with interest bearing liabilites were 

excluded. 

The downside of using these individual calculations is that some companies may benefit 

from favorable payment terms with suppliers and therefore increasing the amount of 

short-term debt not bearing interest. However, our reasoning were that all companies 

included in the sample are large corporations and should therefore have similar 

negotiation capabilities with their respective suppliers. In addition, by categorizing the 

sampled companies, the differences between industries will be more visible. The upside 

of using individual calculations is that they actually say something about the individual 

company. There are differences among the companies, regarding for example credit 

ratings, resulting in different terms when borrowing from both banks and issuing debt. 

𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 =
𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑐𝑜𝑠𝑡𝑠

𝑇𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

The cost of debt is expressed as percentage points, where an interest rate of 2,5 % equals 

the number 2,5. 
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3.6.4. General interest rate level 

For the long term general interest rate we have decided to use the market rate of a ten year 

Swedish treasury bond. This is supposed to be an indicator for the general interest rate 

levels and the cost of long term liabilities. Market rates with a longer duration are a 

projection of how the short term interest rate will move in the future and also include 

expected inflation. Government bonds with a ten year maturity is usually a general 

definition of the long term interest rates (OECD 2015). We could have used a high yield 

or investment grade bond spread index, but they are better when determining the default 

risk of such bonds. This is because they are calculated as a spread between a risk free 

interest rate and the bond yield. By using a Swedish treasury bond, with AAA-rating 

(Riksgälden 2014), we exclude the default risk and only focus on the general interest rate 

level. We also include the expected inflation in Sweden, which would not be the case if 

we used a domestic treasury bond. The inflation in Sweden affects all the sample 

companies and we therefore argue that a Swedish treasury bond was the best measurement 

of the general interest rate level. 

The rate of the Swedish 10-year treasury bond will be calculated as an arithmetic mean 

percentage for each year and the data is provided by The Riksbank (2015b). We use the 

mean value for each year since the company data used is from the annual reports provided 

annually. By using the arithmetic mean value, instead of the rate at the 31st of December, 

we give a view of the interest rate that has been during the year. We argue that this will 

give a more sound view of the market conditions being regarded when managers of the 

sample firms make capital structure decisions. 

The general interest rate level is expressed as percentage points, where a treasury yield of 

2,5 % equals the number 2,5. 

3.6.5. Cash flow 

The Control Hypothesis, founded by Jensen (1986), is based on limiting the free cash 

flow available to managers. Free cash flow is defined as the cash flow available when all 

payments have been made that are required for continued business. We applied this to 

Swedish cash flow statements and therefore used the operating cash flow. This is the cash 
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flow after investments in operating capital and does therefore not include investments that 

are made to expand the existing business. 

To make all companies’ respective cash flows comparable, we decided to use the changes 

in cash flow between each year. The numbers are expressed as percentage points, where 

for example 2,5 % equals the number 2,5. 

𝐹𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 𝑌𝑒𝑎𝑟𝑡 − 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 𝑌𝑒𝑎𝑟𝑡−1

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 𝑌𝑒𝑎𝑟𝑡−1
 

3.7. Statistical models 

In the previous chapter we formulated the hypotheses based on the theoretical framework. 

In this research method chapter, we have specified which variables we have chosen to be 

used in the test of the hypotheses. Since we only use simple linear regressions, all our 

models are similar. 

Hypothesis I 

𝑦 = 𝑎 + 𝛽𝑥𝑖  Where 

𝑦 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 

𝑥𝑖 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 

Hypothesis II 

𝑦 = 𝑎 + 𝛽𝑥𝑗 Where 

𝑦 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 

𝑥𝑗 = 𝑡ℎ𝑒 𝑔𝑒𝑛𝑒𝑟𝑎𝑙 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑙𝑒𝑣𝑒𝑙 

Hypothesis III  

𝑦 = 𝑎 + 𝛽𝑥𝑘 Where 

𝑦 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 

𝑥𝑘 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′ 𝑝𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 

Hypothesis IV 

𝑦 = 𝑎 + 𝛽𝑥𝑙 Where 

𝑦 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 

𝑥𝑙 = 𝑡ℎ𝑒 𝑓𝑖𝑟𝑚𝑠′∆𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 
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3.8. Reliability and Validity 

According to Bryman and Bell (2005), reliability and validity is measurement of a 

research quality. Reliability is a question of how reliable a measurement is over time. 

When the same study is conducted at a different place in time, the results should be 

similar. In our study, we have tried to enhance the reliability by using a sample that 

stretches over longer time periods. In our case, the time studied is between 1998 and 2014. 

This period includes both bull and bear markets, several financial crises and business 

cycles. Our results should therefore not be dependent on the specific time the research 

took place. On the other hand, our study is partially dependent on the specific time that 

has past, with a downward trend in interest rates. But if general interest rates levels were 

at the same level throughout the entire tested period, it would be harder to test. To 

summarize, our tested period is supposed to include several different market conditions. 

But, at the same time our test is conducted due to a time-specific long term trend in interest 

rates, which enables the test in itself. 

Our choice to manually collect the reported financials from each company’s annual report 

also increases the reliability of our study. As we noted that the numbers collected from 

the ORBIS database did not match the ones from the actual source, we had to choose 

between only using ORBIS or only using annual reports. Since we wanted to go further 

back than ORBIS could provide numbers for, we had to choose the more time consuming 

method of data gathering. This way we avoided possible differences in definitions. 

According to Bryman and Bell (2005), validity is an expression for how well the research 

is testing what it is supposed to be testing. It can either be considered to have a high or 

low validity depending on which measurement that is chosen. The use of BNP as a 

measure have for example been debated as both good and bad when measuring the 

economic health of a country. To enhance validity it is up to the researcher to motivate 

why chosen measures are the best way to meet with its research objective. We have 

motivated the use of each variable in the section where we describe them. Most of them 

are chosen in accordance with previous research test. The variable that we were most 

concerned about was how to measure operating cash flow. There are no generally 

accepted way of making operating cash flow a relative, and thereby comparable, number. 
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Our solution was to use changes in operating cash flow, expressed as delta percentage. 

We argue that this was the only way for us to measure what we was trying to measure 

and still keeping the numbers comparable between firms. 
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4. Empirical tests 

We accept two null hypotheses, hypothesis I and III. Our tested sample 

show that lower a cost of debt and a higher profitability results in a lower 

debt to equity ratio. There was no empirical support of the general 

interest rate level or cash flows affecting debt to equity ratios. 

4.1. Hypothesis I 

In the first hypotheses we tested whether the debt to equity ratio depends on the interest 

rate level of each firm. The cost of debt is calculated for every debt to equity level. The 

test was done through a simple linear regression in SPSS, with the debt to equity as 

dependent variable (Y) and the cost of debt as independent variable (X). The hypothesis 

was formulated as follows: 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (𝛽 ≠ 0) 

Hypothesis I n 𝐑𝟐 BETA SIG. 

Manufacturing 68 12,3 % -0,177 0,003 

Materials 68 20,3 % 3,840 0,000 

Construction 51 0,2 % -0,023 0,782 

Real Estate 68 33,8 % 0,912 0,000 

IT / Telecom 68 1,9 % 0,025 0,258 

Sample 323 5,3 % 1,02 0,000 

Table 5. Results of hypothesis 1. 

The test of the entire sample showed statistical significance at the 5 percent level. The 

coefficient of determination tells us that 5,3 percent of the movement in debt to equity 

ratio can be explained by changes in the firms’ cost of debt. By looking at the beta 

coefficient, we see that when the cost of debt increases by one percentage point, the debt 

to equity ratio increases by 1,02 units. 

Three of the categories showed significance: Manufacturing, Materials and Real Estate. 

The coefficient of determination for Real Estate was 33,8 percent, with a solid statistical 
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significance of 0,000. The beta coefficient shows that when the cost of debt increases by 

one percentage point, the debt to equity ratio increases by 0,912. If the cost of debt moves 

in the opposite direction, then the debt to equity ratio decreases by the same amount. The 

numbers in the Materials category were also noticeable, with a significance of 0,000 and 

a beta coefficient of 3,84. As the cost of debt increases by one percentage point, the debt 

to equity ratio increases with 3,84 units, which is to be considered a very large increase. 

Since the whole sample showed statistical significance at the 5 percent level, we reject 

the null hypothesis. For the individual groups of Construction and IT / Telecom we do 

not reject the null hypotheses. 

4.2. Hypothesis II 

In our second hypothesis, we tested if the leverage level were dependent on the general 

interest rate level, measured as a Swedish 10-year treasury bond. As with the previous 

tests, this was also done with a simple linear regression in SPSS. The hypothesis was 

formulated as: 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 

𝑡ℎ𝑒 𝑔𝑒𝑛𝑒𝑟𝑎𝑙 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑙𝑒𝑣𝑒𝑙 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚′𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 

𝑡ℎ𝑒 𝑔𝑒𝑛𝑒𝑟𝑎𝑙 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑙𝑒𝑣𝑒𝑙 (𝛽 ≠ 0) 

Hypothesis II n 𝐑𝟐 BETA SIG. 

Manufacturing 68 13,9 % -0,225 0,002 

Materials 68 2,9 % 2,541 0,168 

Construction 51 0,1 % 0,013 0,837 

Real Estate 68 14,1 % 0,574 0,002 

IT / Telecom 68 2,2 % 0,060 0,223 

Sample 323 0,8 % 0,623 0,109 

Table 6. Results of hypothesis II. 

As we can see in the table above, the entire sample showed no statistical significance at 

the 5 percent level. The coefficient of determination was also very low at 0,8 percent. 
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This means that only 0,8 percent of the movement in debt to equity ratio was explained 

by movements in the general interest rate level. Since the whole sample shows no 

statistical significance, there is no need to interpret the beta coefficient. 

The Real Estate category was the most outstanding, with a coefficient of determination at 

14,1 percent and the test shows statistical significance at the 5 percent level. Similar to 

the previous hypothesis the beta value is positive, meaning that when the general interest 

rate level increases, the debt to equity ratio also increases. 

The Manufacturing category also showed statistical significance, with a relatively high 

coefficient of determination. Differing from the Real Estate category, Manufacturing has 

a negative beta coefficient. This means that when the general interest rate level increases, 

the debt to equity ratio decreases. 

Since the whole sample shows no statistical significance at the 5 percent level, we do not 

reject the null hypothesis. However, we reject the null hypotheses for the Manufacturing 

and the Real Estate groups. 

4.3. Hypothesis III 

This hypothesis tests whether the companies’ debt to equity ratio is dependent on its 

profitability. Profitability is measured as Return on Assets (ROA). The test is done 

through a simple linear regression in SPSS. The firms’ debt to equity ratio was used as a 

dependent variable (Y) and the profitability (ROA) as an independent variable. The 

hypothesis was formulated as: 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑝𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑝𝑟𝑜𝑓𝑖𝑡𝑎𝑏𝑖𝑙𝑖𝑡𝑦 (𝛽 ≠ 0) 
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Hypothesis III n 𝐑𝟐 BETA SIG. 

Manufacturing 68 28,2 % -0,063 0,000 

Materials 68 30,2 % -0,941 0,000 

Construction 51 19,6 % -0,096 0,001 

Real Estate 68 1,2 % -0,057 0,367 

IT / Telecom 68 2,5 % -0,006 0,198 

Sample 323 12,0 % -0,349 0,000 

Table 3. Results of hypothesis III. 

As shown in the table above, the whole sample showed significance at the 5 percent level. 

The coefficient of determination was relatively high at 12,0 percent, considering that we 

only used one variable to explain the debt to equity ratio. The beta coefficient tells us that 

when the return on assets increases with one percentage point, the debt to equity ratio 

decreases by 0,349. The test on the whole sample therefore shows that firms decrease its 

amount of debt, relative its equity, when the profitability increases. Although the 

coefficient of determination at 12 percent tells us that there are several other factors 

explaining the debt-to-equity ratio. 

The “Materials” category was the one with most outstanding results. 30,2 percent of the 

movement in debt-to-equity can be explained by the profitability. The relationship 

between the two variables are the same as for the whole sample: when profitability 

increases, the debt to equity ratio decreases. This category also showed significance at 

the 5 percent confidence interval level. 

Considering the significance level of 0,000 when testing the whole sample, we reject the 

null hypothesis for hypothesis I. We do not reject the null hypotheses for the Real Estate 

and IT / Telecom groups. 

4.4. Hypothesis IV 

The fourth hypothesis tested whether companies’ debt to equity depends on the free cash 

flow. The measure for free cash flow is taken from companies operating cash flow which 

do not include investments that is made to expand the firm’s business. To make the 

operating cash flow comparable, we used the relative change in operating cash flow from 

year to year. The test is also done through a simple linear regression in SPSS. The firms’ 
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debt to equity ratio was used as a dependent variable (Y) and the free cash flow (CF) as 

an independent variable (X). 

𝐻0: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑜𝑒𝑠 𝑛𝑜𝑡 𝑑𝑒𝑝𝑒𝑛𝑑 𝑜𝑛 𝑖𝑡𝑠 𝑓𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 (𝛽 = 0) 

𝐻1: 𝐴 𝑓𝑖𝑟𝑚’𝑠 𝑑𝑒𝑏𝑡 𝑡𝑜 𝑒𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 𝑑𝑒𝑝𝑒𝑛𝑑𝑠 𝑜𝑛 𝑖𝑡𝑠 𝑓𝑟𝑒𝑒 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 (𝛽 ≠ 0) 

Hypothesis IV n 𝐑𝟐 BETA SIG. 

Manufacturing 68 12,7 % 0,001 0,003 

Materials 68 1,1 % -0,002 0,385 

Construction 51 0,1 % -0,000 0,815 

Real Estate 68 0,5 % 0,000 0,551 

IT / Telecom 68 1,6 % 0,000 0,309 

Sample 323 0,2 % 0,000 0,390 

Table 4. Results of hypothesis IV. 

The result from testing all sample companies shows no statistical significance (0,390) at 

the 5 percent level and no conclusions can be drawn from the relationship between debt 

to equity and free cash flow. Manufacturing companies were the only category that 

showed a statistical significance (0,003), with coefficient of determination at 12,7 percent 

and a beta coefficient of 0,001. 

Based on that hypothesis II does not show statistical significance at the 5 percent level, 

we accept the null hypothesis. Only Manufacturing shows statistical significance, and 

therefore we cannot reject the null hypothesis of the individual group. 

4.5. Summary of test results 

 Test Sig. Reject 𝑯𝟎 

Hypothesis I Debt to equity / the cost of debt 0,000 Yes 

Hypothesis II Debt to equity / the general interest rate 0,109 No 

Hypothesis III Debt to equity / profitability 0,000 Yes 

Hypothesis IV Debt to equity / free cash flow 0,185 No 

Table 7. Results of hypotheses. 

As shown in the table, Hypothesis I and III are the ones with rejected null hypotheses. 

For Hypothesis II and IV, the null hypotheses could not be rejected. 
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The table below shows the result from all tests for each category. It should be read as in 

which direction the debt to equity ratio moves when there is an increase in the independent 

variable listed at the top in every column. “No sig.” is when the test showed no statistical 

significance. 

 Cost of debt Genereal interest rate Profitability Cash flow 

Manufacturing Decreases Decreases Decreases Increases 

Material Increases No sig. Decreases No sig. 

Construction No sig. No sig. Decreases No sig. 

Real Estate Increases Increases No sig. No sig. 

IT / Telecom No sig. No sig. No sig. No sig. 

Sample Increases No sig. Decreases No sig. 

Table 8. Result of beta coefficient for each category. 
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5. Analysis 

In this section we will start by analyzing each category’s results on its 

own. We then move towards a final discussion with the objective of 

explaining the results and thus the behavior of our whole tested sample. 

5.1. Manufacturing 

The manufacturing category consisted of Atlas Copco, Sandvik, Volvo and SKF. This 

was the only category which showed statistical significance in all four of our tests. It also 

stood out as it was the only group in hypothesis I and II with a negative beta coefficient. 

In other words, a lower interest rate gave a higher debt to equity ratio. This was the 

opposite of our expected result based on the Trade-off Theory. Although, when 

considering that the results indicate that these companies take on more debt when debt is 

cheaper, it seems rational. Investments inside the Manufacturing industry often concerns 

machines and other real assets that are supposed to generate a higher productivity. If 

having more distinct investment opportunities it might seem rational to take advantage of 

a low capital cost environment. Manufacturing companies did increase debt to equity 

ratios, both when their individual cost of debt as well as the general interest rate level 

decreased. The coefficient of determination was slightly higher when testing the general 

interest rate level, but the difference was small (12,3 percent versus 13,9 percent). 

However, we cannot determine to which extent they actually consider the general interest 

rate level, since the individual cost of debt is partly dependent on the general market 

conditions. 

In Hypothesis III Manufacturing companies showed 28,2 percent in the coefficient of 

determination. The negative beta coefficient tells us that when profitability (ROA) 

increases their debt to equity ratio decreases. This is in line with the Pecking Order Theory 

and considering a high coefficient of determination it can be said that Manufacturing 

companies prefer the use of internal capital when having a high level of profitability.   

When testing the Control Hypothesis, Manufacturing showed statistical significance with 

a result in accordance with the theory. According to Jensen (1986), debt could be used to 
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discipline managers as it would limit the cash flow available at their discretion. 

Manufacturing showed that when operating cash flows increased, the firms also increased 

their debt to equity ratio. This was the only category with statistical significance in this 

specific test and the coefficient of determination at 12,7 percent means that cash flows 

are one important factor for these firms. 

Even though the result was in accordance with Control Hypothesis we were expecting a 

movement in the other direction. Since the relation between profitability (ROA) and cash 

flow should be somewhat similar it is a bit surprising that the direction of beta coefficient 

is the opposite. Although, the beta coefficients were -0,063 for hypothesis III and 0,001 

for hypothesis IV indicating that even though the hypothesis IV had a positive inclination, 

it was very small. The coefficient of determination was 28,2 percent in hypothesis III and 

12,7 percent in hypothesis IV, which suggest that hypothesis III or profitability better 

explains the movement and consequently a lower debt to equity ratio when profitability 

increases. Further explanation for confusion in the results might be because of accounting 

measures that evens out the ROA over nearby years, which does not apply to the operating 

cash flow.   

5.2. Materials 

The Materials-category consisted of Boliden, BillerudKorsnäs, Holmen and SSAB. They 

showed significance in the first hypothesis, but with a very strong inclination compared 

to the other categories. The beta coefficient was 3,84, saying that if the cost of debt 

increased by one percentage point, the debt to equity ratio would increase by 3,84 units. 

This value is unusually high and could indicate that the sector is very sensitive to changes 

in the cost of debt. Akram (2008) show that commodity prices tend to rise when the real 

interest rate fall. However, we doubt that this fully explains the strong inclination of the 

Materials sector. Considering the high coefficient of determination at 20,3 percent, the 

result definitely stands out. We cannot find any logical explanations for this, except from 

being caused by more extreme value differences in our tested sample. The Materials 

category includes Boliden, which was close to bankruptcy in the year 2000. The company 

was saved by its shareholders in 2001, but on the 31st of December 2000 the debt to equity 
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ratio was at 153,47 (Boliden 2002). We did consider excluding this outlier. But since it 

was actual numbers caused by an actual event, there was no good reason for excluding 

the value. 

The result we received in the first hypothesis is consistent with the Trade-off Theory, as 

a decline in interest rates results in a lower tax advantage. Since the financial distress is 

solely based on the debt to equity ratio, it remains the same independent of the interest 

rate (Kraus & Litzenberg 1973, Brealey et al. 2008, Ross et al. 2008, Ross et al. 2013). 

The result is that the debt to equity should be lowered when interest rate levels decrease, 

as the financial distress is unchanged while the benefits of the tax shield decreases (see 

figure 1 below). This might seem rational when only focusing on the Trade-off Theory. 

But with a wider perspective, and also considering capital costs, the results are definitely 

remarkable. 

 

Figure 1. Trade-off Theory of capital structure (Myers 1984, p. 577) 

Companies within the Materials category showed no support for the Control Hypothesis 

or making capital structure decisions based on the general interest rate level. However, 

the sample did show a preference towards avoiding debt financing when profitability was 

high, as predicted by the Pecking Order Theory. When we combine the results from 

hypothesis I and III, it seems as there is a bias towards financing with internal capital and 

thus not regarding the total cost of capital. 
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5.3. Construction 

The firms included in the Construction category was NCC, Skanska and Peab. Here we 

only found profitability as a determinant of capital structures. Hypothesis I, II and IV did 

not show any statistical significance for the specific category. It could be a consequence 

of tightly held goals for the debt to equity ratio that prevents the firms from taking on 

more debt. For example, NCC has a goal of 1,5 in debt to equity ratio (NCC 2015), which 

could be considered relatively low. On the other hand, Peab has a goal of 25 percent in 

minimum solvency (Peab 2015), which equals 3 in debt to equity ratio. If looking at the 

historical solvency numbers for Peab, they have remained slightly below their target ratio 

during the entire tested period. Therefore there has not been much room for an increase 

in the debt to equity ratio. 

The fact that Peab has goal of 25 percent in solvency and that they for 2014 show a 

solvency of 28,2 percent indicate a passivity in expanding with debt. In the annual report 

for 2014 they express how many investment have been done the last years resulting in a 

swollen balance sheet (Peab 2014). It is also clear that they want to have a higher level of 

solvency since they also motivate impairments as a risk for exhausting the goal solvency. 

The focus on solvency goals instead of capital costs cannot be seen as fully rational, since 

capital structure goals should also be based on the financing costs. The Neutral Mutation 

Hypothesis explain that managers may not want to cause changes to the capital structure, 

since it is seen as less risky to let circumstances remain the same. The hypothesis is based 

on the premise that the capital structure does not matter. Therefore, managers tend to keep 

it at the same level, since it decreases the risk of being criticized (Miller 1977). 

5.4. Real Estate 

One of the most interesting categories, Real Estate, consisted of Castellum, Fabege, 

Hufvudstaden and Wallenstam. In hypothesis I and II, this group gave solid coefficients 

of determination at 33,8 percent and 14,1 percent respectively. The beta coefficient is 

positive in both test, saying that an increase in cost of debt or general interest rate level 

results in a higher debt to equity ratio. To put it more bluntly, the Real Estate firms borrow 

more when debt is more expensive. As with the Materials category, this was expected if 
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only considering the Trade-off Theory. If their capital structure decisions are based on 

the trade-off between tax advantages and financial distress, we cannot know. But it seems 

a bit irrational for firms which business are based on large capital investments.  

One other possible explanation why Real Estate companies increase their debt to equity 

ratio when interest rates increases is because of asset prices. According to Sharpe’s (1964) 

model, lower interest rates gives higher asset prices. This has been obvious in Sweden 

when looking at the real estate market (Ingves & af Jochnick 2015). Lower interest rates 

leads to rising asset prices while the amount of debt used to pay for these assets are the 

same. Since the accounting standard in Sweden enables these firms to use market values 

for property assets and the change in value affects the result (Smith 2006), rising property 

prices increases the equity and thereby the debt to equity ratio decreases. Although, since 

we do not know how the real estate market would act under rising interest rates, we cannot 

be certain that the relationship would be the same in the opposite direction. On the other 

hand, we can see a higher coefficient of determination for the individual cost of debt, than 

for the general interest rate level. Sharpe’s (1964) model uses the general interest rate, 

meaning that the enhancing effect of real estate prices should be more apparent in 

hypothesis II. 

Profitability was the best determinant of debt to equity ratios when studying the whole 

tested sample, but it showed no statistical significance within the Real Estate category. 

We find this quite deviant, since the results in hypothesis I and II should indicate a bias 

towards the use of internal capital. If the results in hypothesis I and II was caused by 

rising asset prices, the results in hypothesis III would have been different. When the 

asset’s value rise, and thereby increasing the profit, we should have been able to prove a 

relationship in hypothesis III, saying that rising profits leads to an increase in equity 

relative the amount of debt. Since this was not the case, we conclude that rising real estate 

prices is not causing our results. 

Our tests also show that there is no disciplining by limiting cash flows through debt. 

Therefore the Real Estate category’s results are in line with the Trade-off Theory, but not 

Pecking Order or the Control Hypothesis. One might wonder if these firms even consider 

the cost of capital. They increase the borrowing when debt is more expensive and there 
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is no preference for using internal capital when profitability is higher. If hypothesis III 

would have shown support for the Pecking Order Theory, we would have been able to 

conclude a preference for internal capital. But since it was not, the results only indicate a 

hard-to-explain irrationality within the real estate sector. 

5.5. IT/Telecom 

The last category, consisting of Axis, Ericsson, TeliaSonera and Tele2, was both the most 

and least interesting. This category showed no statistical significance in either of our 

hypotheses. The only thing we were able to conclude is that these firms’ debt to equity 

ratio does not depend on the cost of debt, the general interest rate level, profitability or 

cash flows. This only amplifies the statement by Myers (1984) that we do not know what 

causes firms to finance their business the way they do. In the case of IT / Telecom, we 

definitely do not know. All we do know is what does not determine their preference for 

financing and therefore this category might be a suitable candidate for future research. 

5.6. Final discussion 

We argue that the Trade-off Theory is limited by only focusing on the debt to equity ratio 

as a determinant of financial distress. Even though the theory says that the risk level of 

firm’s assets matter (Brealey et al. 2008), it is only seen as an explanation for why not all 

firms have the same optimal leverage level. As a debtor, the most relevant factor should 

be the borrower’s ability to repay the loan plus interest. To define financial distress or 

bankruptcy cost is not simple. Looking in a long run perspective the solvency level can 

be considered as a good indicator of how well a company can resist a market set back. 

Both debtors and investors prefer a certain level of solvency to be willing to invest. At 

the same time profitability and interest coverage ratio is also an indicator that should be 

incorporated into the overall financial risk. 
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Diagram 3. EBIT divided by financial costs. 

As shown in the diagram above, the interest coverage ratio (ICR) is at quite pleasing 

levels from a debtor’s perspective. In addition, Banerjee et al. (2015) show in their 

research that large corporations can easily receive cheap credits due to the current 

monetary policies in the western world. But it does not stop there. PWC (2015) show an 

increased spread between the cost of debt and the cost of equity, making equity more 

expensive relative the cost of financing through debt. So firms have no problem receiving 

credit and their cost of debt relative to their EBIT is at pleasing levels. Yet, as our tested 

sample has shown, the firms still prefer to use equity even though it lately has become 

more expensive when compared to debt financing. All of this only amplifies the 

questioning of why our tested firms act this way. Somewhere along the way, all rationality 

must have went out the window. 

Banjeree et al. (2015) might however offer an answer that is much simpler than 

calculating cost of capital and financial risks. According to them, firms’ outlook on the 

future is the reason for a lowered credit demand. Firms do not proceed with investment 

opportunities, even though the required returns must be at records lows when considering 

the current market conditions. Simply put, if an investment’s return exceeds the cost of 

capital, it contributes to the profit. The cost of capital has according to PWC’s (2015) 

research become lower, and thereby lowering the required return. However, most firms 

add a risk premium which together with their cost of capital adds up to the discount rate. 
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When firms’ outlook are negative, the required risk premium increases and therefore more 

investments are seen as unprofitable (Banjeree et al. 2015). 

As we have argued, the firms’ capital structure decisions are hard to motivate with 

financial rationality. However, the people making these decisions base their decisions on 

different aspects. During the last 15 years, we have seen three major financial crises. The 

IT boom and bust of 2000, the mortgage crisis of 2008 and the euro crisis of 2011-2012. 

These events have probably affected management’s decision making in several different 

ways. One of them might be an increased need for independence. According to 

Brunnermeier (2008), the financial crisis of 2007-2008 resulted in a credit crunch causing 

liquidity problems for many firms. Corporations was dependent on external financing and 

when it dried up the problems became obvious. We argue that corporate managers might 

have this in the back of their head, causing them to have a more conservative attitude 

towards debt. 

When facing the risk of bankruptcy, or a lower leverage on equity, the answer is simple 

for managers. The Trade-off Theory view this balance in objective numbers, but 

managers sees it more subjectively due to personal preferences. This is one disadvantage 

with the theory. It might be able to give a rational view of how a firm should act, given 

certain assumptions. But it does not take behavioral aspects into account and after all the 

people making these decisions might not always act fully rational. In this perspective, the 

Pecking Order Theory might be seen as a complement to the Trade-off Theory. However, 

these two theories together have a large disadvantage in the low interest rate environment 

of today. While the Pecking Order Theory explains how corporate managers might 

reason, it does not give any propositions to how firms should act. That part is left to the 

Trade-off Theory, which according to our results does not give the best advice to 

corporate managers given today’s interest rate levels. We argue that these theories might 

be able to complement each other in a good way, since Pecking Order focuses on how 

managers act and Trade-off is more directed at how managers should act. But the Trade-

off Theory needs some continued development and adjustments. It should include other 

determinants of financial distress in addition to the debt to equity ratio. For example, 

Morri and Cristanziani (2009) as well as Margaritis and Psillaki (2007) argue that a higher 

profitability lowers the risk of bankruptcy. This should result in a higher leverage level 
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among firms with high profitability, when considering the Trade-off Theory. Even though 

this opposes both our empirical results as well as the Pecking Order Theory, we argue 

that the rationale of it is hard to question. If more variables were included to determine 

financial distress, and corporate managers were to follow the theory’s advice, then 

corporate financing decisions might become more rational considering capital costs and 

the current low interest rate environment.  
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6. Conclusion 

In this final chapter we will answer our research question, which was 

formulated as: 

“What is the effect of a downward trend in interest rate levels on firms’ 

capital structures and how can this behavior be explained?” 

 

The starting point for our research question began with a knowledge gap on how the long 

term downward trend in interest rates should affect firms’ capital structure. The debate 

today covers how many other functions in society becomes affected in this extremely low 

interest rate environment. When studying theories on corporate structures that in different 

ways have tried to explain how firms should act, we found discrepancies regarding the 

effect of the interest rate. 

Our empirical evidence points in favor of both the Pecking Order Theory, where 

profitable firms have lower debt to equity ratios, and the Trade-off Theory, where a lower 

interest rate results in a lower debt to equity ratio. Each theory on its own is capable of 

predicting a certain kind of behavior, but the rationality of it is still questionable. The 

theories also lack the ability to explain difference between sectors that became evident in 

our tests. In this aspect, the Trade-off Theory only say that difference are to be expected, 

without giving determinants of such differences. 

As we have shown, financing through equity has become more expensive the past years, 

compared to financing through debt. Therefore our firms as a group does not seem to 

regard the total cost of capital to an extent where they actually increase their debt to equity 

ratios when debt financing is cheaper. 

We have argued that a possible explanation to this, sort of, irrational behavior could be 

explained by the antecedent financial crises, causing firms to potentially act more 

cautiously. By restricting the amount of leverage, the firms also become more 

independent of external financing which would be beneficial in the case of a credit crunch. 
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Our study has also shown the difficulty of predicting financing behavior. By adding the 

interest rate as a variable, we can conclude that it is only one out of many determinants 

of capital structures. On the other hand, we cannot disregard the fact that these kind of 

decisions are made by human beings with different preferences and experiences. Thus, 

formulating a theory that is able to predict how people behave should be close to 

impossible. As we have shown, the behavior among firms is not fully rational which such 

a theory probably would assume. While the Trade-off Theory focuses on how firms 

should behave, we find that a way forward could be to take more variables into account 

than the debt to equity ratio as a determinant of financial distress. Thus, scholars could 

focus more on how firms should behave, rather than trying to predict a non-rational 

behavior. 

6.1. Directions for future research 

As our study was based on a deliberate selection of companies, it prevents generalizations 

on the whole population. Therefore, a more comprehensive study would be beneficial for 

this specific research area. Earlier studies has concluded differences between small and 

large firms and we found empirical evidence among larger corporations. Thus a study on 

smaller firms would be preferred. As there are humans making these decisions, a 

qualitative study of the reasoning behind them would contribute greatly towards a deeper 

understanding of how interest rate levels affect financing decisions.  
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Appendix I – SE5Y and US5Y 

Data in diagram 1, Swedish and US 5-year treasury bonds. The data used in our diagram 

is monthly, while we only list yearly below. The data can be found at 

www.riksbank.se/en/Interest-and-exchange-rates/search-interest-rates-exchange-rates/  

 SE 5Y US 5Y 

1986-12-01 10,5 % 6,8 % 

1987-12-01 11,5 % 7,8 % 

1988-12-01 11,0 % 9,5 % 

1989-12-01 13,0 % 8,6 % 

1990-12-01 12,8 % 7,8 % 

1991-12-01 10,6 % 7,0 % 

1992-12-01 9,6 % 5,2 % 

1993-12-01 6,4 % 5,9 % 

1994-12-01 10,4 % 7,0 % 

1995-12-01 8,3 % 5,9 % 

1996-12-01 5,8 % 6,5 % 

1997-12-01 5,7 % 5,6 % 

1998-12-01 3,9 % 5,1 % 

1999-12-01 5,3 % 6,5 % 

2000-12-01 4,6 % 4,6 % 

2001-12-01 4,9 % 4,7 % 

2002-12-01 4,4  % 2,8 % 

2003-12-01 4,3 % 2,8 % 

2004-12-01 3,3 % 4,2 % 

2005-12-01 3,2 % 4,7 % 

2006-12-01 3,7 % 4,5 % 

2007-12-01 4,2 % 2,5 % 

2008-12-01 2,1 % 1,8 % 

2009-12-01 2,6 % 2,4 % 

2010-12-01 2,7 % 2,1 % 

2011-12-01 1,2 % 1,0 % 

2012-12-01 1,0 % 0,8 % 

2013-12-01 1,7 % 1,6 % 

2014-12-01 0,2 % 1,5 % 
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Appendix II – RROE, SE10Y and the Spread 

This is the data used in diagram 2, a comparison between the required return on equity 

and risk-free interest rate. This is based on numbers from PWC’s (2015) annual study. 

 Spread SE10Y RROE 

1998 4,1 % 5,0 % 9,1 % 

1999 3,5 % 5,0 % 8,5 % 

2000 4,3 % 5,4 % 9,7 % 

2001 4,5 % 5,1 % 9,6 % 

2002 4,5 % 5,3 % 9,8 % 

2003 4,6 % 4,6 % 9,2 % 

2004 4,3 % 4,4 % 8,7 % 

2005 4,3 % 3,4 % 7,7 % 

2006 4,5 % 3,7 % 8,2 % 

2007 4,3 % 4,2 % 8,5 % 

2008 4,9 % 3,9 % 8,8 % 

2009 5,4 % 3,3 % 8,7 % 

2010 4,6 % 2,9 % 7,5 % 

2011 4,5 % 2,6 % 7,1 % 

2012 5,8 % 1,6 % 7,4 % 

2013 6,0 % 2,1 % 8,1 % 

2014 5,6 % 1,7 % 7,3 % 

2015 6,8 % 0,6 % 7,4 % 
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Appendix III – Interest Coverage Ratio 

The data below is used in diagram 3. To calculate the interest coverage ratio, we decided 

to summarize both EBIT and Financial costs for all firms in each category instead of using 

mean values. 

𝐼𝐶𝑅𝑖 =
∑ 𝐸𝐵𝐼𝑇𝑖

∑ 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐶𝑜𝑠𝑡𝑠𝑖
 

 Manufacturing Materials Construction Real Estate IT / Telecom 

1998 6,24 6,65 2,45 4,30 7,21 

1999 5,16 7,23 1,99 4,78 7,07 

2000 7,75 6,20 4,76 4,40 5,41 

2001 8,90 11,61 12,21 3,74 7,64 

2002 4,59 9,46 8,93 6,52 10,78 

2003 -0,67 6,93 3,40 1,66 7,91 

2004 4,87 6,41 6,61 0,50 6,48 

2005 8,67 9,34 6,37 6,01 13,31 

2006 14,08 13,35 22,65 6,89 17,46 

2007 11,47 12,11 13,88 6,09 13,22 

2008 9,84 6,43 8,82 3,44 8,00 

2009 4,11 6,18 6,75 2,48 0,63 

2010 2,68 1,78 6,36 2,53 -3,79 

2011 2,72 0,35 1,97 1,98 -2,53 

2012 4,24 4,63 -0,51 1,98 6,62 

2013 7,93 8,22 3,22 2,27 6,10 

2014 4,79 3,36 5,04 1,72 7,47 
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Appendix IV - ROA 

 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 1,52 2,07 5,11 7,64 0,01 -5,12 4,26 6,91 7,89 7,20 6,55 1,08 1,19 -0,26 3,32 12,35 5,75 

Atlas Copco 16,16 19,41 23,85 23,38 19,43 13,39 18,31 21,30 16,66 12,62 13,81 11,58 -3,47 9,52 10,36 8,33 11,69 

Sandvik 9,52 9,20 12,96 10,28 12,25 -1,54 12,39 16,85 18,31 16,00 13,95 10,26 11,51 12,32 14,41 11,01 11,04 

SKF 9,56 5,20 12,04 16,19 15,54 6,28 13,74 16,27 14,51 13,20 12,66 9,05 10,40 8,99 9,78 7,22 -2,57 

NCC 6,68 6,91 6,73 6,13 7,25 7,17 6,12 8,19 7,82 6,45 4,04 0,02 5,17 -3,91 6,58 4,70 3,87 

Skanska 5,83 6,34 4,54 10,16 7,02 6,41 4,89 6,85 6,68 7,01 6,91 6,79 1,28 2,54 8,63 12,34 9,75 

Peab 6,17 1,92 3,30 4,80 5,45 4,41 5,25 8,21 4,37 5,44 5,02 2,94 6,46 6,66 7,34 3,74 4,25 

SSAB -0,12 -2,02 -0,16 3,96 1,85 -2,63 15,75 11,44 6,49 25,06 17,82 8,04 5,41 5,58 10,14 3,14 7,91 

Boliden 6,29 4,31 10,17 12,62 16,06 10,89 3,32 19,93 31,65 13,39 9,08 2,68 3,88 -8,49 -40,91 -3,17 -3,73 

BillerudKorsnäs 12,04 6,33 1,98 10,48 11,27 3,30 3,20 6,41 6,74 -2,58 11,02 16,83 17,66 19,55 -40,55 0,99 -4,02 

Holmen 3,52 2,91 4,10 14,97 4,77 5,03 3,04 8,55 7,17 6,11 7,35 8,87 10,06 9,80 18,41 8,96 8,13 

Castellum 4,72 7,36 4,80 4,68 10,10 2,53 -2,29 8,75 10,51 9,80 6,21 6,36 8,24 5,78 5,98 5,33 6,19 

Wallenstam 3,08 5,31 6,55 4,68 9,68 4,97 2,05 7,27 11,57 14,70 12,55 7,03 9,25 5,44 5,33 5,51 5,90 

Fabege 7,09 7,69 10,06 6,64 8,39 4,06 7,07 8,47 8,40 13,30 4,36 7,71 7,89 6,05 6,63 5,74 5,63 

Hufvudstaden 9,33 9,57 6,97 9,16 11,95 -1,88 -4,50 16,46 16,38 10,24 8,06 5,65 5,85 5,20 6,54 9,86 5,20 

Ericsson 5,73 6,63 3,80 6,38 5,84 2,19 5,78 12,50 16,67 15,80 14,34 -6,16 -10,19 -10,63 11,71 8,26 11,51 

TeliaSonera 8,34 9,68 11,22 11,75 12,77 11,21 10,84 12,07 12,78 8,61 9,76 7,74 -5,27 4,26 9,78 7,76 10,73 

Tele2 8,76 6,39 4,45 7,71 9,67 13,69 6,04 3,26 1,37 4,00 5,61 2,64 1,70 -3,95 0,39 8,00 5,06 

Axis 32,42 32,96 33,92 39,15 32,45 27,55 39,64 40,26 28,27 22,08 10,85 0,25 9,20 -23,27 -26,79 2,82 6,22 
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Appendix V – Cost of Debt 

 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 0,66 1,05 1,07 1,08 1,29 1,34 0,67 0,47 0,34 0,54 0,82 1,19 1,15 1,30 1,65 1,55 0,97 

Atlas Copco 2,27 2,46 2,39 2,30 1,99 5,12 6,64 5,28 5,21 2,33 3,06 3,00 3,61 4,24 4,62 3,61 4,09 

Sandvik 2,90 3,47 3,37 3,31 3,55 4,05 3,90 3,19 3,33 3,10 3,06 3,32 2,79 2,25 2,80 2,91 3,44 

SKF 2,24 2,00 2,68 2,84 3,75 2,91 6,43 4,89 1,46 3,50 2,75 2,19 2,05 4,85 5,28 5,16 4,04 

NCC 1,38 1,18 1,05 1,15 1,50 2,36 1,53 1,17 1,03 1,40 1,91 2,31 3,05 3,52 2,86 2,48 2,99 

Skanska 0,59 0,60 0,68 0,44 0,66 0,81 0,33 0,66 0,47 0,40 0,84 0,13 1,47 3,78 2,01 1,07 3,21 

Peab 3,11 1,95 1,84 1,99 1,27 0,96 2,76 2,67 0,76 1,20 1,62 2,04 2,49 2,38 2,30 2,87 2,77 

SSAB 3,67 2,29 2,13 1,68 1,39 1,76 3,83 4,76 0,13 1,67 1,74 2,58 2,71 2,67 2,02 1,64 1,49 

Boliden 1,46 1,35 1,55 1,56 1,96 1,51 2,25 2,17 2,71 2,24 4,53 1,98 3,92 16,02 10,27 3,64 1,82 

BillerudKorsnäs 5,10 4,08 0,65 1,50 1,80 2,66 3,60 2,06 2,10 1,81 1,82 2,53 3,22 3,78 2,80 0,86 1,64 

Holmen 0,96 1,29 1,44 1,47 1,33 1,70 1,73 1,71 1,69 1,51 1,75 2,05 1,42 1,83 2,32 2,23 2,17 

Castellum 2,73 2,83 2,81 2,88 2,75 2,74 3,25 2,99 2,57 3,10 3,66 4,11 4,45 4,27 4,31 4,11 5,49 

Wallenstam 1,93 2,39 2,53 2,52 2,51 2,96 3,51 3,37 3,14 3,27 3,81 3,37 4,90 4,79 5,04 5,63 6,68 

Fabege 3,10 3,21 2,99 3,31 2,94 2,75 4,06 3,16 3,77 4,66 2,55 5,48 4,96 4,10 4,83 4,52 5,23 

Hufvudstaden 1,14 1,22 1,70 1,33 1,34 1,56 1,87 1,52 1,61 1,78 3,37 3,24 3,35 3,38 3,68 4,72 3,87 

Ericsson 1,52 1,62 1,44 1,94 1,26 1,19 1,71 1,49 1,89 2,23 3,86 3,99 4,27 3,49 2,59 2,09 2,36 

TeliaSonera 2,23 2,79 3,28 2,78 2,27 2,51 3,00 1,94 1,46 1,99 2,46 2,78 1,83 3,18 2,62 1,80 2,23 

Tele2 1,78 2,35 3,41 2,02 3,87 4,78 6,87 4,63 1,99 0,87 2,25 3,61 4,29 3,50 1,73 3,49 4,16 

Axis 0,29 0,43 0,83 0,27 0,34 0,27 0,19 0,19 0,26 0,38 0,58 0,49 1,90 20,41 4,70 4,65 9,61 
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Appendix VI – Debt to equity ratio 

 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 3,78 3,46 3,60 3,11 3,29 3,96 3,40 2,89 1,96 2,27 2,19 2,18 2,05 2,05 1,26 0,99 1,93 

Atlas Copco 1,07 1,21 1,36 1,60 1,44 1,66 2,19 2,87 0,69 1,13 1,13 1,18 1,41 1,33 1,57 1,57 1,43 

Sandvik 1,90 1,79 2,20 2,16 1,66 2,06 1,81 1,86 1,42 1,43 1,10 1,05 1,16 1,07 0,91 1,00 1,23 

SKF 2,35 2,36 1,70 1,64 1,73 1,79 1,85 1,52 1,36 1,21 1,03 1,31 1,36 1,49 1,76 2,07 2,55 

NCC 3,40 3,47 3,93 2,97 2,82 2,90 4,28 3,71 3,45 2,94 3,18 3,76 3,59 4,30 2,67 1,95 1,94 

Skanska 3,33 3,11 3,56 3,23 2,74 2,98 3,34 2,81 2,69 2,84 2,85 3,64 4,29 3,95 3,40 2,22 2,32 

Peab 2,55 3,16 3,02 2,94 2,59 3,74 3,03 3,26 4,04 3,10 3,33 3,72 2,58 3,04 3,43 3,34 3,99 

SSAB 1,04 1,06 1,07 1,06 1,03 0,95 0,72 1,38 4,90 0,59 0,65 0,86 0,89 0,96 0,99 0,78 0,72 

Boliden 0,83 0,81 0,74 0,79 0,86 1,05 0,88 1,11 0,67 1,23 1,21 2,26 3,13 3,42 153,47 1,87 1,82 

BillerudKorsnäs 0,47 0,81 1,62 0,92 0,98 0,96 1,26 2,49 1,83 1,90 1,82 1,18 1,15 1,05 2,08 1,50 1,41 

Holmen 0,74 0,76 0,78 0,88 0,98 0,95 1,21 0,96 0,93 1,01 0,93 0,73 0,79 0,77 0,55 0,84 0,66 

Castellum 1,79 1,90 2,04 2,05 1,88 2,04 1,93 1,49 1,40 1,39 1,43 1,44 1,39 1,44 1,39 1,06 1,24 

Wallenstam 1,47 1,53 1,62 1,81 1,67 1,70 1,52 1,39 1,56 1,94 2,04 2,51 7,96 10,78 8,94 5,93 7,24 

Fabege 1,61 1,82 1,96 1,58 1,60 2,08 2,09 1,78 1,46 1,41 2,45 2,19 2,66 3,31 3,18 3,43 3,49 

Hufvudstaden 0,70 0,73 0,70 0,82 0,78 0,82 0,79 0,77 0,74 0,91 0,86 1,28 1,29 1,36 1,55 1,29 1,90 

Ericsson 1,03 0,92 1,01 0,96 0,94 0,93 1,03 0,83 0,79 1,06 1,31 2,02 1,84 2,75 1,87 2,06 1,65 

TeliaSonera 1,34 1,24 1,32 1,06 0,89 0,89 0,87 0,71 0,56 0,50 0,50 0,64 0,81 1,13 1,18 1,31 1,28 

Tele2 0,76 0,85 1,41 1,18 0,46 0,42 0,67 0,83 1,27 0,93 0,52 0,58 0,63 0,67 0,60 1,16 2,42 

Axis 1,01 1,07 1,09 1,10 1,04 0,84 0,95 0,66 0,58 0,42 0,38 0,44 0,38 0,79 0,62 1,92 1,81 
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Appendix VII – Operating cash flow, ∆% 

 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 

Volvo -20,9 189,5 -80,7 -39,8 119,5 2028,6 -96,2 -14,4 53,6 -8,5 19,5 33,3 -7,7 197,1 34,6 -18,8 

Atlas Copco 40,3 -19,5 95,3 -35,1 104,1 3,5 0,0 49,7 -32,2 -3,7 -16,3 -19,0 -3,3 21,1 28,0 28,0 

Sandvik 85,4 -56,8 53,2 -36,1 3,0 26,3 83,9 -34,4 6,5 36,5 -17,1 -10,7 41,2 13,8 31,9 -13,4 

SKF -14,8 -14,3 11,0 0,6 -30,6 117,0 -25,2 -2,0 13,6 5,5 16,2 -16,8 -24,4 45,9 30,3 132,1 

NCC -44,7 -9453,8 -98,3 -163,8 -27,0 2492,2 -87,6 -52,5 6,1 -50,8 334,3 -65,1 -428,2 -400,0 -542,9 -107,2 

Skanska -23,9 -6970,3 -137,1 -96,1 -15,6 1234,5 -93,9 144,8 -29,5 -8,5 -47,9 196,6 6,1 160,9 -48,3 10,9 

Peab -2105,3 -137,2 738,3 -94,8 -25,8 -627,9 -135,8 -74,0 151,3 136,8 19,1 -21,2 -50,8 -2422,0 -110,4 75,8 

SSAB 0,1 -62,7 32,6 6646,2 -98,7 -41,3 50,8 -3,2 33,5 28,2 54,2 -14,5 5,4 27,8 -21,6 41,7 

Boliden 65,2 -36,5 37,2 -35,1 55,9 -27,3 46,6 -53,4 215,4 63,7 59,2 156,6 -116,2 229,6 -593,1 -4,6 

BillerudKorsnäs 75,1 77,5 -21,2 -8,7 63,1 8,0 8,4 -8,1 92,3 -65,9 -11,8 2,5 1,7 -10,8 135,0 59,0 

Holmen 8,2 -10,8 7,3 38,0 -47,0 73,1 -33,0 5,0 -4,6 6,0 -4,6 -30,2 -7,6 96,7 -49,8 141,0 

Castellum 1,1 10,0 -4,4 7,7 22,5 -8,2 -2,5 33,6 7,5 -9,8 35,1 1,6 13,9 9,2 14,9 21,8 

Wallenstam 22,7 18,3 38,1 -23,0 -19,2 144,4 34,9 -48,3 219,6 -69,1 45,4 56,5 21,3 61,2 -28,7 571,4 

Fabege -1940,4 -79,4 -74,0 -2416,7 -116,8 -208,0 -128,4 -57,5 -383,6 1457,5 -104,4 247,4 -51,4 151,3 -4,3 17,4 

Hufvudstaden -2,7 75,0 -17,0 -1,1 -1,4 -5,1 7,8 11,6 -3,3 33,2 -5,5 -9,6 32,9 13,6 -14,4 33,8 

Ericsson 7,6 -21,1 120,7 -62,4 8,6 2,0 24,9 3,9 10,9 -25,8 -1,7 -326,7 1377,0 -93,7 -183,9 74,8 

TeliaSonera -5,7 -20,2 44,3 -1,8 -10,4 22,0 -5,4 -3,5 2,2 10,2 -7,7 112,4 19,5 2,6 -5,3 4,0 

Tele2 -13,2 -27,8 -10,4 0,8 5,4 15,5 81,5 13,1 -29,9 -6,6 -1,6 36,9 956,9 -53,2 -49,6 77,2 

Axis 25,8 32,4 -20,6 16,1 74,7 -3,2 -22,0 30,8 73,9 337,9 -1755,6 -126,5 -126,7 -77,4 127,4 142,4 
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Appendix VIII – General interest rate level 

We used the return of the Swedish 10-year treasury bond as a measure of the general 

interest rate level. The data was collected from www.riksbank.se/en/Interest-and-

exchange-rates/search-interest-rates-exchange-rates/ 

 SE10Y 

1998 5,0 % 

1999 5,0 % 

2000 5,4 % 

2001 5,1 % 

2002 5,3 % 

2003 4,6 % 

2004 4,4 % 

2005 3,4 % 

2006 3,7 % 

2007 4,2 % 

2008 3,9 % 

2009 3,3 % 

2010 2,9 % 

2011 2,6 % 

2012 1,6 % 

2013 2,1 % 

2014 1,7 % 
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Appendix IX – Debt 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 302 848 267 464 276 546 266 563 243 886 265 231 287 779 238 866 171 239 178 439 153 813 158 616 160 697 175 349 111 812 97 376 135 510 

Atlas Copco 54 528 48 097 46 609 46 270 42 301 42 365 51 767 42 019 22 547 29 147 25 567 24 847 28 494 36 789 37 706 32 765 21 899 

Sandvik 69 647 60 272 71 519 67 475 56 186 61 618 66 502 55 612 38 703 35 055 26 867 24 846 26 916 25 577 20 889 20 087 22 985 

SKF 57 235 49 839 38 289 36 919 34 507 32 735 36 411 27 976 26 631 22 116 17 769 20 700 22 312 24 210 23 990 23 533 27 877 

NCC 30 120 30 118 30 064 24 627 22 972 22 291 29 382 26 832 23 733 20 231 21 590 23 698 27 535 31 896 26 702 19 205 18 773 

Skanska 71 369 66 367 69 067 63 187 56 920 60 953 64 229 58 217 51 970 52 724 46 713 52 369 62 233 72 610 64 366 38 535 31 364 

Peab 20 388 24 237 24 097 23 402 19 907 28 642 19 322 11 752 13 236 10 394 8 833 8 177 7 102 7 404 7 004 5 061 5 270 

SSAB 45 848 28 787 30 850 32 671 31 034 29 474 25 226 40 110 76 155 8 431 8 629 8 580 8 680 9 375 9 625 7 556 7 185 

Boliden 19 891 18 766 17 086 16 583 16 282 17 001 14 121 14 299 10 840 12 629 11 058 13 761 8 104 8 649 11 971 10 412 9 646 

BillerudKorsnäs 5 083 8 043 15 288 4 463 4 563 4 444 5 026 6 564 5 295 5 079 4 609 3 602 3 669 3 410 4 635 6 995 6 357 

Holmen 15 465 15 899 16 233 17 444 16 519 15 672 18 961 16 311 15 505 16 207 12 830 11 104 11 894 10 876 9 286 13 289 12 057 

Castellum 24 439 24 986 24 566 22 968 20 881 19 784 19 355 16 643 14 262 12 438 11 515 10 748 10 206 10 019 8 648 7 013 5 299 

Wallenstam 18 874 19 597 19 320 18 672 16 367 14 400 12 221 11 490 12 030 11 428 9 722 9 403 6 715 6 768 6 076 5 362 5 332 

Fabege 22 235 22 880 22 327 18 821 17 987 20 723 20 669 20 340 17 832 15 166 27 293 13 963 16 475 18 149 16 386 16 600 16 070 

Hufvudstaden 11 721 11 215 9 732 10 208 9 013 8 374 8 634 9 140 8 735 7 874 7 002 6 140 6 161 6 325 6 749 4 266 5 540 

Ericsson 149 252 128 986 138 113 137 244 136 709 129 939 144 861 111 005 94 827 107 714 105 731 121 891 135 506 188 934 171 596 142 236 104 344 

TeliaSonera 155 702 139 894 143 940 130 012 117 886 127 171 122 838 89 645 71 675 68 081 63 905 74 226 92 707 68 102 66 407 43 501 37 724 

Tele2 17 166 18 264 28 760 25 402 13 210 11 914 18 932 21 999 37 041 32 923 16 430 17 610 18 144 19 741 15 858 7 742 7 069 

Axis 1 110 1 006 886 849 652 510 418 363 288 173 130 133 118 216 236 164 157 
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Appendix X – Equity 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 80 048 77 365 76 855 85 681 74 121 67 034 84 640 82 781 87 188 78 768 70 155 72 636 78 525 85 576 88 931 98 236 70 235 

Atlas Copco 50 753 39 794 34 185 28 839 29 321 25 509 23 627 14 640 32 708 25 808 22 601 21 015 20 194 27 568 23 982 20 885 15 267 

Sandvik 36 672 33 610 32 536 31 264 33 813 29 957 36 725 29 823 27 198 24 507 24 507 23 551 23 205 23 972 23 019 20 109 18 621 

SKF 24 404 21 152 22 468 22 455 19 894 18 280 19 689 18 355 19 607 18 233 17 245 15 852 16 365 16 224 13 594 11 367 10 932 

NCC 8 867 8 675 7 649 8 297 8 132 7 685 6 865 7 237 6 870 6 879 6 799 6 299 7 680 7 416 9 991 9 825 9 686 

Skanska 21 405 21 364 19 382 19 583 20 792 20 457 19 249 20 724 19 337 18 587 16 368 14 369 14 515 18 388 18 937 17 373 13 519 

Peab 7 997 7 668 7 978 7 947 7 673 7 666 6 370 3 600 3 277 3 348 2 653 2 196 2 750 2 434 2 042 1 514 1 322 

SSAB 43 879 27 149 28 769 30 768 30 020 30 945 35 193 29 145 15 551 14 364 13 191 10 031 9 796 9 753 9 726 9 699 9 941 

Boliden 23 974 23 075 22 949 21 032 18 846 16 257 16 131 12 932 16 089 10 289 9 118 6 100 2 590 2 527 78 5 557 5 292 

BillerudKorsnäs 10 704 9 917 9 435 4 872 4 637 4 637 3 995 2 638 2 898 2 678 2 526 3 042 3 204 3 233 2 224 4 671 4 501 

Holmen 20 969 20 854 20 813 19 773 16 913 16 504 15 641 16 932 16 636 16 007 13 737 15 254 15 073 14 072 17 014 15 883 18 377 

Castellum 13 649 13 127 12 065 11 203 11 082 9 692 10 049 11 204 10 184 8 940 8 035 7 467 7 334 6 946 6 240 6 604 4 263 

Wallenstam 12 883 12 840 11 893 10 295 9 783 8 454 8 028 8 257 7 734 5 902 4 760 3 753 844 628 680 904 736 

Fabege 13 783 12 551 11 382 11 890 11 276 9 969 9 873 11 415 12 177 10 727 11 120 6 389 6 182 5 478 5 147 4 841 4 603 

Hufvudstaden 16 695 15 261 13 921 12 487 11 526 10 226 10 950 11 809 11 785 8 615 8 140 4 792 4 791 4 666 4 362 3 310 2 921 

Ericsson 144 306 140 204 136 883 143 105 145 106 139 870 140 823 134 112 120 113 101 622 80 455 60 481 73 607 68 587 91 686 69 176 63 112 

TeliaSonera 116 364 112 934 109 106 122 871 132 665 142 499 141 448 127 057 127 717 135 694 128 067 115 834 113 949 60 089 56 308 33 103 29 554 

Tele2 22 682 21 591 20 429 21 462 28 875 28 465 28 201 26 649 29 123 35 368 31 396 30 360 28 728 29 517 26 539 6 659 2 926 

Axis 1 097 937 810 769 627 608 441 551 501 407 340 300 313 273 380 85 87 
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Appendix XI – Financial costs 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 1994 2810 2949 2875 3142 3559 1935 1122 585 972 1254 1888 1840 2274 1845 1505 1315 

Atlas Copco 1237 1184 1112 1062 843 2171 3435 2220 1174 680 782 745 1029 1561 1741 1183 895 

Sandvik 2019 2094 2409 2234 1994 2498 2592 1774 1289 1087 821 824 752 576 584 584 790 

SKF 1280 995 1027 1048 1294 951 2340 1369 389 775 489 454 458 1173 1267 1214 1127 

NCC 416 354 315 284 345 526 449 313 245 284 412 547 841 1123 765 476 561 

Skanska 419 399 469 278 377 495 212 385 244 210 392 70 916 2746 1293 414 1006 

Peab 634 472 443 466 252 274 534 314 101 125 143 167 177 176 161 145 146 

SSAB 1684 659 658 549 432 519 966 1911 98 141 150 221 235 250 194 124 107 

Boliden 291 253 265 259 319 257 318 311 294 283 501 273 318 1386 1229 379 176 

BillerudKorsnäs 259 328 100 67 82 118 181 135 111 92 84 91 118 129 130 60 104 

Holmen 149 205 234 256 220 267 328 279 262 244 224 228 169 199 215 297 262 

Castellum 667 706 690 662 575 543 630 498 367 385 422 442 454 428 373 288 291 

Wallenstam 365 468 488 470 411 426 429 387 378 374 370 317 329 324 306 302 356 

Fabege 689 735 668 623 529 570 839 642 672 706 696 765 817 745 791 751 841 

Hufvudstaden 134 136 165 135 120 131 162 139 141 140 236 199 207 214 248 201 215 

Ericsson 2273 2093 1984 2661 1719 1549 2484 1659 1789 2402 4081 4859 5789 6589 4440 2971 2465 

TeliaSonera 3479 3905 4715 3615 2677 3191 3683 1736 1049 1357 1572 2065 1697 2168 1742 783 840 

Tele2 306 429 981 512 511 570 1301 1018 738 286 369 635 779 690 274 270 294 

Axis 3,20 4,30 7,40 2,30 2,20 1,40 0,80 0,70 0,75 0,65 0,76 0,65 2,24 44,10 11,10 7,60 15,10 
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Appendix XII – Total assets 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 382 896 344 829 353 401 352 244 318 007 332 265 372 419 321 647 258 427 257 207 223 968 231 252 239 222 260 925 200 743 195 612 205 745 

Atlas Copco 105 281 87 891 80 794 75 109 71 622 67 874 75 394 56 659 55 255 54 955 48 168 45 862 48 688 64 357 61 688 53 650 37 166 

Sandvik 106 319 93 882 104 055 98 739 89 999 91 575 103 227 85 435 65 901 59 562 51 374 48 397 50 121 49 549 43 908 40 196 41 606 

SKF 81 639 70 991 60 757 59 374 54 401 51 015 56 100 46 331 46 238 40 349 35 014 36 552 38 677 40 434 37 584 34 900 38 809 

NCC 38 987 38 793 37 713 32 924 31 104 29 976 36 247 34 069 30 603 27 110 28 389 29 997 35 215 39 312 36 693 29 030 28 459 

Skanska 92 774 87 731 88 449 82 770 77 712 81 410 83 478 78 941 71 307 71 311 63 081 66 738 76 748 90 998 83 303 55 908 44 883 

Peab 28 385 31 905 32 075 31 349 27 580 36 308 25 692 15 352 16 513 13 742 11 486 10 373 9 852 9 838 9 046 6 575 6 592 

SSAB 89 727 55 936 59 619 63 439 61 054 60 419 60 419 69 255 91 706 22 795 21 820 18 611 18 476 19 128 19 351 17 255 17 126 

Boliden 43 865 41 841 40 035 37 615 35 128 33 258 30 252 27 231 26 929 22 918 20 176 19 861 10 694 11 176 12 057 15 969 14 938 

BillerudKorsnäs 15 787 17 960 24 723 9 335 9 200 9 081 9 021 9 202 8 193 7 757 7 135 6 644 6 873 6 643 6 859 11 666 10 858 

Holmen 36 434 36 753 37 046 37 217 33 432 32 176 34 602 33 243 32 141 32 214 26 567 26 358 26 967 24 948 26 300 29 172 30 434 

Castellum 38 088 38 113 36 631 34 171 31 963 29 476 29 404 27 847 24 446 21 378 19 550 18 215 17 540 16 965 14 888 13 617 9 562 

Wallenstam 31 757 32 437 31 213 28 967 26 150 22 854 20 249 19 747 19 764 17 330 14 482 13 156 7 559 7 396 6 756 6 266 6 068 

Fabege 36 018 35 431 33 709 30 711 29 263 30 692 30 542 31 755 30 009 25 893 38 413 20 352 22 657 23 627 21 533 21 441 20 673 

Hufvudstaden 28 415 26 476 23 653 22 695 20 539 18 600 19 584 20 949 20 520 16 489 15 142 10 932 10 952 10 991 11 111 7 576 8 461 

Ericsson 293 558 269 190 274 996 280 349 281 815 269 809 285 684 245 117 214 940 209 336 186 186 182 372 209 113 257 521 263 282 211 412 167 456 

TeliaSonera 272 066 252 828 253 046 252 883 250 551 269 670 264 286 216 702 199 392 203 775 191 972 190 060 206 656 128 191 122 715 76 604 67 278 

Tele2 39 848 39 855 49 189 46 864 42 085 40 379 47 133 48 648 66 164 68 291 47 826 47 970 46 872 49 258 42 397 14 401 9 995 

Axis 2 207 1 943 1 696 1 618 1 279 1 118 859 914 789 580 470 434 430 489 616 249 244 

 

  



 

 

 

 
68 

 

Appendix XIII - EBIT 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 5 824 7 138 18 067 26 899 18 -17 013 15 851 22 231 20 399 18 513 14 679 2 504 2 837 -676 6 668 24 158 11 828 

Atlas Copco 17 015 17 056 19 266 17 560 13 915 9 090 13 806 12 066 9 203 6 938 6 651 5 310 -1 689 6 130 6 392 4 470 4 345 

Sandvik 10 120 8 638 13 490 10 148 11 029 -1 412 12 794 14 394 12 068 9 532 7 166 4 967 5 771 6 103 6 327 4 425 4 595 

SKF 7 801 3 693 7 314 9 612 8 452 3 203 7 710 7 539 6 707 5 327 4 434 3 307 4 022 3 634 3 674 2 520 -999 

NCC 2 604 2 679 2 537 2 017 2 254 2 150 2 219 2 790 2 392 1 748 1 147 5 1 820 -1 536 2 415 1 364 1 101 

Skanska 5 409 5 560 4 018 8 413 5 458 5 222 4 086 5 406 4 762 5 000 4 361 4 532 981 2 311 7 190 6 901 4 376 

Peab 1 752 614 1 057 1 505 1 503 1 601 1 349 1 261 722 747 577 305 636 655 664 246 280 

SSAB -107 -1 131 -96 2 512 1 132 -1 592 9 516 7 923 5 951 5 712 3 888 1 496 1 000 1 068 1 962 542 1 355 

Boliden 2 759 1 803 4 071 4 748 5 643 3 623 1 004 5 428 8 522 3 069 1 831 533 415 -949 -4 932 -506 -557 

BillerudKorsnäs 1 901 1 137 489 978 1 037 300 289 590 552 -200 786 1 118 1 214 1 299 -2 781 116 -437 

Holmen 1 284 1 069 1 520 5 573 1 596 1 620 1 051 2 843 2 303 1 967 1 952 2 338 2 713 2 446 4 842 2 615 2 475 

Castellum 1 798 2 805 1 759 1 598 3 228 746 -673 2 438 2 570 2 094 1 215 1 159 1 445 981 891 726 592 

Wallenstam 978 1 722 2 044 1 356 2 532 1 136 416 1 436 2 286 2 547 1 818 925 699 402 360 345 358 

Fabege 2 554 2 724 3 392 2 039 2 456 1 246 2 158 2 690 2 521 3 444 1 674 1 570 1 788 1 429 1 428 1 230 1 165 

Hufvudstaden 2 650 2 534 1 648 2 079 2 455 -350 -881 3 449 3 361 1 689 1 221 618 641 572 727 747 440 

Ericsson 16 807 17 845 10 458 17 900 16 455 5 918 16 525 30 646 35 828 33 084 26 706 -11 239 -21 299 -27 380 30 828 17 469 19 273 

TeliaSonera 22 679 24 462 28 400 29 720 32 003 30 242 28 648 26 155 25 489 17 549 18 739 14 710 -10 895 5 460 12 006 5 946 7 220 

Tele2 3 490 2 548 2 190 3 613 4 068 5 527 2 848 1 588 904 2 733 2 681 1 267 796 -1 944 165 1 152 506 

Axis 715 640 575 633 415 308 341 368 223 128 51 1 40 -114 -165 7 15 
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Appendix XIV – Operating cash flow 

MSEK 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 

Volvo 8 700 11 000 3 800 19 700 32 700 14 900 700 18 400 21 500 14 000 15 300 12 800 9 600 10 400 3 500 2 600 3 200 

Atlas Copco 13 869 9 888 12 286 6 292 9 698 4 751 4 589 4 589 3 065 4 521 4 697 5 609 6 922 7 156 5 908 4 615 3 605 

Sandvik 9 515 5 133 11 892 7 764 12 149 11 792 9 335 5 076 7 741 7 266 5 322 6 421 7 190 5 093 4 476 3 394 3 919 

SKF 4 528 5 315 6 203 5 586 5 551 8 001 3 687 4 926 5 027 4 426 4 197 3 613 4 340 5 743 3 936 3 020 1 301 

NCC 1 345 2 432 -26 -1 547 2 423 3 318 128 1 031 2 171 2 046 4 161 958 2 747 -837 279 -63 881 

Skanska 4 756 6 252 -91 245 6 238 7 393 554 9 099 3 717 5 270 5 762 11 062 3 729 3 514 1 347 2 603 2 347 

Peab 3 750 -187 503 60 1 163 1 568 -297 830 3 189 1 269 536 450 571 1 161 -50 480 273 

SSAB 1 737 1 735 4 652 3 508 52 4 145 7 061 4 681 4 835 3 621 2 825 1 832 2 143 2 033 1 591 2 030 1 433 

Boliden 5 789 3 505 5 518 4 021 6 197 3 974 5 470 3 730 8 010 2 540 1 552 975 380 -2 340 -710 144 151 

BillerudKorsnäs 3 115 1 779 1 002 1 272 1 393 854 791 730 794 413 1 210 1 372 1 339 1 317 1 476 628 395 

Holmen 2 176 2 011 2 254 2 101 1 523 2 873 1 660 2 476 2 358 2 471 2 331 2 443 3 498 3 786 1 925 3 835 1 591 

Castellum 1 390 1 375 1 250 1 307 1 213 990 1 078 1 106 828 770 854 632 622 546 500 435 357 

Wallenstam 626 510 431 312 405 501 205 152 294 92 298 205 131 108 67 94 14 

Fabege -1 914 104 505 1 946 -84 501 -464 1 633 3 843 -1 355 -87 1 970 567 1 166 464 485 413 

Hufvudstaden 867 891 509 613 620 629 663 615 551 570 428 453 501 377 332 388 290 

Ericsson 18 702 17 389 22 031 9 982 26 583 24 476 24 000 19 210 18 489 16 669 22 479 22 867 -10 088 -683 -10 848 12 925 7 394 

TeliaSonera 29 252 31 036 38 879 26 950 27 434 30 610 25 091 26 529 27 501 26 900 24 403 26 443 12 449 10 416 10 152 10 715 10 301 

Tele2 5 438 6 264 8 679 9 690 9 610 9 118 7 896 4 350 3 847 5 487 5 876 5 974 4 365 413 883 1 753 989 

Axis 601 478 361 454 391 224 231 297 227 131 30 -2 7 -26 -113 -50 -21 

 


