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Abstract 

This study investigates the effect of the European sovereign debt crisis on alternative capital 

sources of public companies from France, Germany, Switzerland and the United Kingdom. 

Specifically, it studies which financing choices expose a company to potential bank lending and 

demand shocks during the Euro crisis. To this end, the study employs average treatment effect 

estimations and difference-in-differences regressions to show whether financially more (less) 

constrained companies use more (less) alternative capital than matching control companies. I find 

that two of three financially more constrained company groups show higher use of alternative 

capital sources than matched companies due to evidence for bank lending shocks in Germany and 

France. Companies with a high financial dependence behave against the expectation because of 

high cash holdings and lower need for alternative capital. Companies with high cash holdings 

showed signs of a demand shock. Swiss and British companies appear to be much less affected 

by the Euro crisis because of weaker financial ties with the most affected southern Eurozone 

economies. 

Keywords: Capital sources, financial constraint, European sovereign debt crisis 

JEL: G32, F34 

1 Introduction  

Originating from strongly falling creditworthiness ratings for debt in Greece, Ireland, Italy, 

Portugal and Spain (GIIPS) the European Sovereign Debt Crisis1 affected these countries’ debt 

markets heavily. Commercial banks faced difficulties in serving their financial obligations due to 

much higher risks on bond holdings (Acharya, Eisert, Eufinger and Hirsch, 2015). In addition, 

declining retail deposits weakened the financial position of banks even more and resulted in 

deleveraging and less bank lending to businesses in GIIPS. Non-financial companies that could 

not easily replace lower bank lending through other capital sources experienced a transmission of 

the banking crisis through lack of capital (De Haan, Van den End and Vermeulen, 2015). As 

Constâncio (2012) finds, contagion effects did noticeably affect the Eurozone economies France, 

Spain and Italy apart from worse fundamental economic data2. Beirne and Fratzscher (2013) and 

Neri (2013) show increased lending costs for the biggest Eurozone economies (visible in higher 

government bond and credit default swaps (CDS) spreads). In addition to real spill-overs of the 

                                                           
1 Subsequently referred to as the Euro crisis period. 
2 Macroeconomic fundamentals are usually related to a country’s currency value and typically include 
the inflation rate, current account balance, government debt and foreign reserves among others 
(Santacreu, 2015). 
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Euro crisis to the biggest Eurozone economies, increased focus on countries’ deteriorating 

fundamentals explains the rise in CDS spreads.  

Before the Euro crisis the existing literature studied transmission of a financial crisis to non-

financial sectors for the Global Financial Crisis (GFC). Dewally and Shao (2014) provide 

evidence for a bank lending shock in the United States (US) that caused financially more 

constrained companies to use alternative capital sources more than control companies to replace 

lacking bank loans. For the Euro crisis, Acharya, Eisert, Eufinger and Hirsch (2015) focus on 

companies’ use of cash and credit lines in GIIPS. They identify firm-level replacement effects 

from bank loans to cash. Both research papers highlight potential crisis transmission effects 

through the bank lending channel to the non-financial sectors. Therewith, the authors argue in 

favour of the bank lending shock theory. Kahle and Stulz (2013) attribute lower bank lending to 

a lack in consumer demand and depressed markets which led to less growth opportunities and less 

need for capital. For both theories evidence exists, but heavily depends on the studied alternative 

capital sources (Dewally and Shao, 2014), the time periods (Kahle and Stulz, 2013) and the 

countries in the data sample (Acharya, Eisert, Eufinger and Hirsch, 2015). Also, the definition of 

the financially constrained company groups strongly affects findings for the use of alternative 

capital sources (Duchin, Ozbas and Sensoy, 2010).  

My study focuses on the use of alternative capital sources like cash holdings, net equity issuance 

and net debt issuance3 during the Euro Crisis. I study the differences in these alternative capital 

sources between the pre-crisis and the Euro crisis period for company groups which are expected 

to be more or less financially constrained during the Euro crisis. Differences in the ratios of these 

capital sources represent adjustments4 in corporate financial policies in response to the Euro crisis. 

The sample contains public companies from the United Kingdom (UK), France, Germany and 

Switzerland. These economies were affected differently by the Euro crisis: France has 

experienced contagion effects from the Greek state crisis in sovereign spread (Beirne and 

Fratzscher, 2013), while Germany could weather an increase in sovereign spreads because of safe 

haven capital flows. The UK is a highly developed capital market that has not been directly 

affected by the European Sovereign Debt Crisis. Still, British banks and companies have 

investment activities in GIIPS and might have been affected by contagion effects (Glover and 

Richards-Shubik, 2014). 

                                                           
3 Subsequently referred to as the alternative capital sources. Any other alternative capital source is 

defined explicitly. 
4 Adjustments in capital sources are used interchangeably with differences in the capital sources from 
the pre-crisis to the Euro crisis period. In line with Kahle and Stulz (2013) these “changes” in capital 
sources are observed between isolated periods. 
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This study adds to the existing literature by showing which financing choices exposed a non-

financial company more or less to the transmission of the Euro crisis from the banking sector. It 

estimates the differences in the use of alternative capital sources, like cash holdings, net equity 

issuance and net debt issuance, between more and less financially constrained company groups 

and comparable control companies. In line with Kahle and Stulz (2013) and Dewally and Shao 

(2014) I discern which evidence for a bank lending shock and demand shock exists for the public 

company sample during the Euro crisis based on these estimations. Empirically proven variables 

are added to incorporate capital market differences 

For corporate management this study shows the lower alternative capital need of companies with 

high cash holdings and high financial dependence. Different from the expectations, companies 

with no leverage did not exhibit lower alternative capital need (except for Swiss companies) 

despite their high cash reserves. Stronger use of net equity and debt issuance for two of three 

financially more constrained company groups (companies with no cross listing and high leverage) 

suggest bank lending shocks in Germany and France. This suggests that the use of external 

financing does not expose a company more to the Euro crisis effects when countered with 

sufficient cash reserves. Different from the GFC, the Euro crisis did not show stronger effects on 

financially more open and developed economies. Switzerland and the UK were much less exposed 

to the Euro crisis because of lower financial ties to GIIPS.  

The rest of the study is structured in the following way: Section 2 presents the underlying concepts 

of corporate finance and empirical findings on the use of capital sources in financial crises. 

Section 3 specifies the methodology, introduces the data sample and defines the variables used in 

this investigation. Section 4 provides the results of the regression analyses and average treatment 

estimations and discusses them. In section 5 I conclude with final remarks.  

2 Literature review 

First, I introduce the long-term capital sources companies commonly use. Thereafter, evidence 

on the empirical reaction of corporate capital sources to financial crises follows. 

2.1 Use of corporate capital sources 

2.1.1 Long-term capital sources 

Internal and external capital sources are used for the long-term financing of a company. 

Companies can accumulate capital internally by retaining earnings. Three major external capital 

sources are: 

- Taking out long-term private bank loans, 

- Increasing shareholders’ equity by selling stocks of the company (privately or publicly) or 
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- Increasing debt financing by issuing long-term debt securities (privately or publicly) 

Access to the public equity and debt markets widely expands the corporate capital sources but 

can be associated with high costs. Therefore, especially smaller companies might face greater 

difficulties in utilizing public capital sources (Ross, Westerfield, Jaffe and Jordan, 2007). Since 

liquidity management and the role of short-term capital sources are not touched upon in this study 

only a brief description will be provided in appendix 1 to give a complete capital source overview. 

2.1.2 Theories of capital structure composition 

When a company decides on its long-term financing an important consideration is which capital 

structure maximizes the firm value. The cost of different capital sources (debt and equity) 

determines the financing mix. As Modigliani and Miller (1958/1963) show in their propositions 

for the corporate capital structure in a world with corporate taxes, debt financing lowers the 

corporate tax burden and increases the value of the firm. However, with an increase in leverage 

also the cost of equity increases due to the higher risk of default. The Modigliani-Miller 

proposition (Modigliani and Miller, 1958/1963) assumes a world with no bankruptcy costs, no 

transaction costs and expects the borrowing rates to be the same for corporations and individuals. 

Assuming this, the optimal corporate financing consists of close to 100% debt to maximize firm 

value. However, in the real world costs of financial distress exist. They entail bankruptcy costs 

(e.g. legal and administrative costs of bankruptcy) and agency costs in context of financial distress 

(e.g. strategies to maximize value for shareholders and reduce value for bondholders). When 

incorporating these costs of financial distress into the Modigliani-Miller findings the optimal level 

of debt is a trade-off between the advantage resulting from a lower tax burden and the costs of 

financial distress. This approach to the corporate choice of debt and equity financing is called the 

“static trade-off theory of capital structure” (Ross, Westerfield, Jaffe and Jordan, 2007). 

The Pecking-Order theory recommends equity issuance at times of overvalued corporate stocks 

and debt issuance at times of undervalued stocks. According to these suggestions financial gains 

can be achieved due to corporate managers’ access to asymmetric information. Financing needs 

determine the required leverage. Therewith no generally optimal leverage is suggested. Still, the 

Pecking-Order theory recommends financing projects first with internally generated funds to keep 

the financing costs and leverage low. If more capital is required debt issuance should be preferred 

over equity issuance. Only after the total debt capacity is utilized equity issuance should be 

employed. According to Ross, Westerfield, Jaffe and Jordan (2007) more profitable companies 

generate a higher ratio of their total capital needs internally. The authors stress the benefits of 

holding high levels of cash which grant instant capital availability for investing in growth 

opportunities or ensuring liquidity during times of financial turmoil. 
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2.1.3 Alternative capital sources 

Within the context of financial crises various research papers mention alternative capital sources 

which provide capital as a substitute for other preferred capital sources (e.g. Lemmon and 

Robberts, 2007; Dewally and Shao, 2014; Leary, 2005). Apart from debt and equity sources 

alternative capital includes various cash-generating business operations. In financial crises the 

sale of current and fixed assets as well as shorter payment cycles of accounts receivable are used 

to increase sources of cash and reduce uses of cash. By using liquid assets to finance expenditures 

no additional capital is sourced, but readily available capital reserves are reduced (Boyson, 

Helwege and Jindra, 2014). Brown and Peterson (2014) show that cash financing of research and 

development and capital expenditures provided alternative capital when financially constrained 

companies faced shrinking bank lending. A clear distinction between preferred and alternative 

capital sources is not always feasible, since big public companies employ a wide set of capital 

sources in their everyday business and do not necessarily introduce alternative financing means 

in times of crises. Therefore, excess capital source shares at financially more constrained 

companies (in comparison to less constrained control companies) serve as an indicator for the use 

of alternative capital sources. 

2.2 Empirical evidence  

When studying the effect of financial crises on non-financial sector companies previous studies 

primarily investigated the changes in bank lending available to the real sector as well as the 

adjustment of corporate capital sources towards changing capital market conditions.  

2.2.1 Bank lending and capital market conditions  

The GFC’s effect on bank lending and corporate capital sources has been studied widely. Kahle 

and Stulz (2013) describe two non-exclusive interpretations of the crisis effects on bank lending: 

the bank lending shock and the demand shock.  

According to the former the contraction in commercial and industrial bank lending in the US 

resulted from many banks’ drastic losses in securities and mortgages which relied on the US real 

estate market. Consequently, banks’ equity values would plummet and force banks to either 

increase their investments in securities or reduce their assets to counter rising leverage ratios. The 

bank lending shock suggests that banks limited their lending to the real sector. Higher capital 

costs for bank-dependent companies would result from a lack of information on lenders’ 

creditworthiness (Kahle and Stulz, 2013). Financially more constrained companies would face 

difficulties in substituting the lack in capital and react to the tight lending conditions by increasing 

their cash holdings, issuing less net debt and increasing equity issuance. However, the 
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replacement through public equity would be ambiguous due to rising contagion tendencies to the 

equity market in the US. 

In contrast, the demand shock theory argues that high levels of uncertainty during the GFC 

resulted in an overall decline in consumer spending, a higher household savings rate in the US 

and lower bank lending (Nguyen and Qian, 2014 and International Monetary Fund, 2015). 

Therefore, lower growth opportunities would cause shrinking values of real options for 

companies. An overall decrease in companies’ market capitalization would cause higher capital 

costs. Companies would postpone investments, increase cash holdings for future growth 

opportunities and issue less debt. Consequently, a more negative economic outlook would result 

in less capital demand (Kahle and Stulz, 2013).  

Ivashina and Scharfstein (2010) prove the drop in bank lending for the GFC. The authors present 

evidence for the bank lending shock, but do not neglect a potential demand shock within the US 

economy. Interestingly, due to companies’ use of previously untapped credit lines corporate 

leverage ratios still increased throughout the time of the GFC although commercial and industrial 

lending had already declined by that time.  

Both theories on the effect of the Global Financial Crisis are taken as a comparative input for my 

investigation of the effect the Euro crisis had on corporate capital sources. In part 4.1 I reflect on 

the evidence found for the bank lending shock or demand shock theory in the corporate capital 

sources.  

Conditions in the European Monetary Union differ from the United States. From the introduction 

of the Euro onwards European capital markets have integrated and experienced decreasing cost 

of public and private debt and equity (Bris, Koskinen and Nilsson, 2014). Companies with low 

levels of foreign sales and firms from countries with former weak currencies increased their debt 

financing. Also, (small) companies facing more financial constraints in financial crises and more 

external finance-dependent industry sectors augmented their debt financing. High levels of 

investments and no excess cash made these companies especially vulnerable to the GFC (Bris, 

Koskinen and Nilsson, 2014). For the Euro crisis Popov and van Horen (2013) discover a drop in 

bank lending for a dataset comprising 34 European banks lending to 146 countries. However, this 

lending contraction is found to result from banks’ exposure to depreciated sovereign debt from 

GIIPS. Banks that reduced their impaired sovereign debt could mitigate the drop in lending. 

Therewith, they point to a contagion effect arising from the Euro crisis-hit economies to the 

largest Eurozone economies Italy, Spain, France and Germany as well as other non-European 

economies. Constâncio (2012) adds that CDS spreads increased even for financial sector 

companies in France without rising exposure to GIIPS sovereign debt. Darracq Paries, Maurin 

and Moccero (2014) record tighter financial conditions in Germany, France, Spain and Italy by 
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constructing a financial conditions index5. From the beginning of 2010 until mid-2012 tighter 

financial conditions across all four economies are visible. A stronger focus on cross-country 

differences in economic fundamentals in the Eurozone contributed to increasing CDS spreads 

during the Euro crisis, especially in GIIPS (Beirne and Fratzscher, 2013). Stracca (2013) 

illustrates the influence of the Euro crisis on global equity markets. Levels of risk aversion 

increased strongly and resulted in lower returns on equity even in economies outside the Eurozone 

that were recipients of safe haven capital flows (e.g. Switzerland, the UK and the US). He 

confirms real and financial channels to contribute to the transmission of the Euro crisis among 

economies. Financial development and openness as well as a country’s creditworthiness have a 

negative influence on the transmission of the Euro crisis to bond markets.  

2.2.2 Corporate capital sources in financial crises 

The reaction in corporate capital sources of non-financial sector companies has been studied 

extensively for various financial crises. For the period of the Euro crisis Acharya, Eisert, Eufinger 

and Hirsch (2015) find that companies borrowing from Euro crisis-hit banks rely more on cash 

holdings than on credit lines to finance their short-term obligations. These financially constrained 

companies show lower investments, sales growth and jobs created in comparison to unconstrained 

peers. Also, these financially constrained companies showed lower differences in leverage from 

the pre-crisis to the Euro-crisis period due to a more pronounced loan supply shock from the 

financial sector. Spillover effects are discovered from GIIPS to France, Germany and the UK. 

Dewally and Shao (2014) estimate the effects of the GFC on bank lending to the real sector and 

companies’ reaction in corporate capital sources. The authors find that bank-dependent companies 

(companies without access to the public debt market) could not raise their leverage as much as 

the control group (companies with public debt market access) during the GFC and afterwards. 

Across the observed time periods bank-dependent companies hold higher cash ratios. During the 

GFC period they decreased their cash holdings more than the control group to settle financial 

obligations. They also increased net debt issuance stronger than the control group during the GFC 

although additional debt financing was very costly at that time. These results indicate a lack of 

bank loans for financially constrained companies that was substituted by alternative capital 

sources. Becker and Ivashina (2011) specifically investigated the substitution of bank loans 

through public debt in the GFC. They also find “a contraction in bank credit supply” as the 

principal reason for increased public debt issuance.  

                                                           
5 The financial conditions index takes into account debt issuance by banks and monetary financial 

institutions, equity issuance by monetary financial institutions, government bond spreads, bond yields, 

equity returns as well as other measures for volatility in equity and debt markets (Darracq Paries, Maurin 

and Moccero (2014) 
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Campello, Giambona, Graham and Harvey (2010) have a closer look at the effect of credit lines 

on planned expenditures and cash holdings during the GFC. They find that higher lines of credit 

do not influence investment activity for companies holding average levels of cash. However, 

extended credit lines positively influence corporate investment for companies holding 

comparatively high cash holdings. If credit lines are available, investments are positively 

correlated to cash holdings. If they are not available, a negative correlation is found. Depending 

on the planned investments’ opportunity costs companies might find it more beneficial to continue 

investing rather than accumulating cash holdings.  

Asmundson, Dorsey, Khachatryan, Niculcea and Saito (2011) observed bank-facilitated trade 

finance during the 2008-2009 GFC. They find evidence for a stronger influence of demand-side 

effects on trade volumes than supply-side effects and therewith argue against the need for 

alternative capital sources. 

Brown and Peterson (2014) analyze substitution effects between research and development 

(R&D) expenditures and capital expenditures financed by cash holdings during the GFC. They 

find a preferred financing of R&D expenditures instead of planned investments because of higher 

expected adjustment costs for R&D expenses. Especially, for financially constrained companies 

like bank-dependent, smaller and younger companies this effect is pronounced. Rahaman (2011) 

confirms the importance of internally available funds for smaller companies with stronger 

financial constraints due to their bank dependence and lack of access to the public debt market. 

He identifies higher levels of internal funds as the key capital source enabling these companies to 

overcome their financial constraints and fund higher growth. Also, Duchin, Ozbas and Sensoy 

(2010) show that companies with higher cash holdings and lower financial dependence 

experienced less of a drop in investment during the first year of the GFC. From the end of 2008 

on bank lending shocks and an increasing demand shock affected financially constrained 

companies.  

Kahle and Stulz (2013) provide a detailed discussion of financially more (companies with high 

leverage, small and bank-dependent companies) and less constrained (companies with no 

leverage, companies with high cash holdings and companies with bank relation) companies’ 

adjustment of capital expenditures and capital sources during the GFC. The authors show that 

bank-dependent, highly levered firms experienced a stronger decrease in capital expenditures than 

the control group. Particularly, small bank-dependent and unrated companies experienced a more 

substantial drop in capital expenditure in the GFC period than the highly levered firms. Firms 

with no leverage behaved like the other firm groups, but experienced a stronger reduction in 

capital expenditures than the average. Firms with high cash holdings strongly diminish capital 

expenditures during the GFC but show a comparatively weaker drop throughout the entire sample 
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period. Kahle and Stulz (2013) do not find evidence for more bank-dependent companies 

decreasing capital expenditures to a greater extent than the control group, as suggested by the 

bank lending shock theory. For net debt issuance, highly levered companies (especially bank-

dependent ones) show a stronger decrease than the control group before and during the GFC. Yet, 

their capital expenditure decrease is not exceptional. Small, bank-dependent companies show 

similar results. In contrast, investment-grade companies experience a much higher net debt 

issuance at the peak of the GFC while results for the other periods are similar. For net equity 

issuance, the entire company sample shows a strong drop during the GFC and a striking increase 

after the GFC. No leverage firms and companies with high cash holdings experience an 

outstanding drop in net equity issuance at the time of the GFC but had very strong increases in 

net equity issuance before the GFC. In the last year of the GFC, their net equity issuance recovers 

strongly. Still, no evidence can be found for a substitution of capital towards equity. For cash 

holdings the authors find no significant increase over the GFC period. Small, non-bank-dependent 

companies show a significant drop in cash holdings while highly levered companies had 

significantly higher cash holdings during the GFC period. No leverage firms and firms with high 

cash holdings diminished their cash holdings more than the control group during the GFC. 

Therewith no evidence is found for bank-dependent companies reducing their cash holdings 

exceptionally to counter a lack of capital. 

The effect of financial crises on non-financial companies’ financing choices has been investigated 

as well for the 1960s expansion of the market for certificates of deposit in the US. Leary (2005) 

investigated the crisis reaction in corporate capital sources. He finds small, bank-dependent firms 

to issue less debt and more equity (in comparison to big, non-bank-dependent companies) 

throughout the period of tight credit supply. He identifies a substantial delay in equity issuing 

activities due to required institutional formalities. Leary (2005) also shows that smaller, non-

bank-dependent firms increase their bank loans stronger than bigger companies in times of relaxed 

markets. Similarly, this group of companies reduces its bank loans comparatively stronger. Before 

this credit crisis period, smaller firms substituted missing capital from bank loans through public 

debt (if possible). Contrarily, larger corporations relied on public debt especially in the crisis 

period. Their share of bank loans was not as severely affected as for smaller firms due to more 

available capital sources for substitution. For private debt issuance, he finds lower issuance for 

small, bank-dependent companies, while large companies kept on issuing private debt during the 

crisis period. Within and after the credit crisis large corporations substantially increased their 

share of public debt due to tightened bank loans. While access to the public debt market can 

alleviate financial constraints in a financial crisis, cross listings can provide a company with 

increased access to public equity markets (Bauer, Wojcik and Clark, 2005) if a financial crisis 

does not affect all equity markets in the same way.  
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Lemmon and Roberts (2007) analyze the effect of the financial institutions reform and crisis in 

the US following the bankruptcy of Drexel Burnham Lambert, Inc in 1990. They distinguish 

between bank-dependent companies that have no public debt rating and companies with below-

investment-grade rating. The shortage in capital supply became especially visible in public 

securities. For the studied crisis period below-investment-grade companies diminished their net 

debt issuances and net equity issuances substantially (in comparison to their unrated 

counterparts). The gap in corporate capital also was not replaced through other capital sources, 

such as trade credit, dividends or internal reserves. Net investment collapsed almost to the same 

extent for the below-investment-grade companies. 

Financial constraints 

The previous empirical studies model corporate financial constraints to observe the effect 

potential demand shocks or bank lending shocks had on companies’ capital source composition. 

Various variables that proxy for financial constraints in financial crises are employed. While 

several authors employ dummy variables for the access to the public debt market (as in Dewally 

and Shao, 2014) or companies’ bank dependency (as defined in Leary, 2005), others integrate 

continuous variables such as the firm size, the share of cash holdings, the share of available credit 

lines, leverage and firm age to model financial constraints (e.g. Brown and Peterson, 2014, 

Campello, Giambona, Graham and Harvey, 2010). On the industry-sector level, the financial 

dependence (e.g. for financing capital expenditures) and the liquidity need are commonly used 

(Claessens, Tong and Wei, 2012, Bijlsma, Dubovik, Straathof, 2013, International Monetary 

Fund, 2015). To measure the effect specific firm characteristics had on the use of alternative 

capital financially more or less constrained company groups are defined. In difference-in-

differences estimations or average treatment effect estimations the capital sources of these 

company groups are compared with control groups consisting of closest matching untreated 

companies (as in Kahle and Stulz, 2013). 

2.2.3 Effect of capital market characteristics on corporate capital sources 

Further, I present cross-country studies that investigate the influence of capital market 

characteristics on the corporate capital structure. Demirgüç-Kunt and Levine (2002) characterize 

economies as market-based or bank-based based on the prevalent financial structures which are 

determined by the most important financial intermediaries. The degree of development of the 

financial sector and further regulatory, fiscal, macroeconomic and legal characteristics cause 

tremendous differences in the national capital markets. Gambacorta, Yang and Tsatsaronis (2014) 

utilize the classification of bank-based and market-based financial markets and investigate the 

dynamics of the financial markets in times of financial crises. They find that a quick deleveraging 

of banks takes place in market-oriented countries and that bank-oriented countries appear to be 
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influenced by a so-called zombie lending which exhibits continuous credit supply albeit 

creditworthiness of companies or banks is not fulfilling credit granting criteria. As a result of this, 

credit loss recognition at banks is postponed in bank-based countries during times of financial 

crises. Bijlsma, Dubovik and Straathof (2013) add to this research and find evidence for a bank 

lending shock in countries with higher market capitalization per gross domestic product (GDP) 

as well as in industries with higher financial dependence (as defined in Claessens, Tong and Wei, 

2012) at the time of the GFC. Also, industries in banking systems with higher leverage grew by 

less than in less leveraged banking sectors.  

In addition, Claessens, Tong and Wei (2012) interact an industry sectors’ financial dependence 

and working capital need with the financial market’s degree of openness and development. They 

find the interaction term of financial development and a firm’s financial dependence to have a 

negative influence on the firm performance during the GFC. Also, the interaction term of financial 

dependence and financial openness has a negative influence on firm performance. Maudos and 

Fernandez de Guevara (2006) show that over a time period from 1993-2003 financial 

development (defined by ratio of credit and stock market capitalization to GDP) has increased the 

economic performance of highly external finance-dependent industry sectors because of less 

restrictions to capital supply. Also, less bank market concentration (which can be measured by 

the Herfindahl-Hirschman index) alleviates financial constraints for highly external finance-

dependent industries. Still, the institutions and regulatory restrictions of a capital market influence 

how well a capital market can weather financial crises (Beck, Demirgüç-Kunt and Levine, 2003). 

Finally, De Jong, Kabir and Nguyen (2008) outline that a country’s bond market development is 

positively correlated with firm leverage ratios. Creditor right protection in turn has a clear 

negative impact on it due to higher risk of debt and therefore higher expected costs of 

bankruptcies. Additionally, higher GDP growth rates are associated with higher firm leverage.  

Considering the capital market development during the Euro crisis and the existing evidence for 

bank lending and demand shocks, I find that so far no study investigates the reaction of financially 

more and less constrained company groups in capital sources to the Euro crisis in my country 

sample. Several studies analyze the change in bank lending, public debt and equity markets for 

the biggest European economies. However, the resulting transmission of crisis effects to non-

financial companies’ financing choices is yet to be studied for companies from Germany, France, 

Switzerland and the UK. Existing evidence for bank lending or demand shocks during the Euro 

crisis is still rare. This study contributes to the existing literature by answering the following 

research questions: 

 Do financially more (less) constrained companies adjust their use of alternative capital 

sources more (less) strongly than the control group in the Euro crisis? 
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 Do capital market characteristics increase the use of alternative capital sources during the 

Euro crisis? 

3 Research methodology and data 

In this section I specify the methodology used to answer the research questions arising from the 

literature review. Thereafter, the data sample is introduced. Subsequently, I specify the employed 

variables, company group definitions and present descriptive statistics. 

3.1 Methodology 

Real sector companies’ adjustments in alternative capital sources to the Euro crisis is scrutinized 

to identify evidence for bank lending or demand shocks. Specifically, more or less financially 

constrained company groups6 are compared with control groups consisting of untreated 

companies to identify stronger or weaker adjustments in alternative capital sources. Additionally, 

I show whether empirically relevant capital market variables promoted adjustments in alternative 

capital sources to depict the diverse effect the Euro crisis had across economies. 

Two approaches are employed (as in Kahle and Stulz, 2013): difference-in-differences 

regressions (DIDs) and average treatment effect estimations on the treated (ATETs). Appendix 2 

provides a closer explanation on how both estimation methods function. Both approaches yield 

estimations that quantify the effect of being part of the specified company group on the observed 

alternative capital sources7. All companies fulfilling the criteria for the company groups (selected 

and defined in 3.2.3) are treated companies. All other companies not fulfilling these criteria are 

part of the control groups. Three company groups that are expected to face more financial 

constraints are used:  

- companies with no cross listing (Nocrossl),  

- companies with high leverage (HighLev) and  

- companies without leverage (NoLev)  

 

Also, two company groups that are expected to face less financial constraints are defined: 

- companies with high cash holdings (HighCash) and  

- companies with high financial dependence (HighFinDep) 

 

Companies facing less financial constraints are expected to show lower differences in alternative 

capital sources than the control companies (Kahle and Stulz, 2013). Companies facing more 

financial constraints are expected to show higher differences in alternative capital sources than 

                                                           
6 The specified company groups are interchangeably referred to as treatment groups. 
7 Subsequently referred to as treatment effect estimations. 
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the control group from the pre-crisis to the Euro crisis period (Claessens, Tong and Wei, 2012, 

Rajan and Zingales, 1998, Kahle and Stulz, 2013). Treatment and control groups are defined prior 

to both considered periods (as specified in table 2 in section 3.2.3) to ensure consistency of the 

treatment dummy variables over time.  

 

The DID specification is expressed in formula (1). Capital sources of company i at time t are 

regressed on an indicator variable for the company groups (Treatment), a Euro crisis dummy 

(Crisis) as well as an interaction term of both (Treatment x Crisis) and the control variables 

(Control) of company i at time t-1. The coefficient  ∝3 indicates the treatment effect and is 

estimated on the treated companies considering all untreated companies. ∝0 is the constant 

variable and 𝜀𝑖,𝑡 represents the error term of company i at time t. Variables are determined for the 

pre-crisis and the Euro crisis period.  

 

(1) CapitalSourcei,t = ∝0+∝1 Treatment + ∝2 Crisis + ∝3 Treatment x Crisis +

 ∝4 Controli,t−1 + εi,t  

 

Like the DID, the ATET compares treated companies with control companies. The control 

companies are matched based on criteria ensuring comparability between treated and control 

company. Therewith I can obtain more precise treatment estimates due to individual company 

matching. However, the ATET does not estimate the effect of the Euro crisis and the treatment 

on companies over both time periods. Using the DID and ATET checks for consistent estimation 

results and provides the additional estimates over both time periods. The ATETs are Abadie-

Imbens bias-corrected to control for large sample bias (Abadie and Imbens, 2011) and are 

estimated through nearest-neighbor matching (as in Abadie, Drukker, Herr and Imbens, 2004). 

This procedure allows matching more than one treated company with a control company and 

therewith reduces the matching bias. The company matching for the treatment estimations is 

conducted based on the pre-crisis period market-to-book ratio, the leverage8, the SIC industry 

classification, the firm size, the cash holding share9 and the cash flow for company i over the pre-

crisis period.  

In order to address the capital market environment’s influence on the differences in alternative 

capital from the pre-crisis to the Euro crisis period I construct formula (2) using differences in 

variables.  

                                                           
8 Not for net debt issuance estimations 
9 Not for cash holding estimations 
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(2) ∆CapitalSourcei,t

=∝0+∝1 FinOpk +∝2 ∆FinDevk,t +∝3 BankCompk

+∝4 MarketOrientationk +∝5 ∆Controli,t−1 + εi,t 

Therewith I follow Claessens, Tong and Wei (2012) who add financial development and financial 

openness as predictor variables of the financial transmission channel during the GFC. Different 

from their approach, I choose to not interact the capital market variables with firm-level financial 

dependence since among the companies much bigger differences in financial dependence exist. 

These bigger differences (in comparison to the sector-level estimates preferred by Claessens, 

Tong and Wei, 2012) can produce misleading results when interacted with the capital market 

variables. Hence, in formula (2) the differences in alternative capital sources for company i at 

time t are regressed on the capital market variables for capital market k at time t or time-invariant 

and the control variables (∆Control) for company i at time t-1. Once again, ∝0is the constant 

variable and 𝜀𝑖,𝑡 represents the error term of company i at time t. All of these capital market 

variables have been found significant for the capital structure (Gambacorta, Yang and Tsatsaronis, 

2014, Claessens, Tong and Wei, 2012). All four capital market variables are expected to have a 

positive influence on the differences in alternative capital sources.  

Formula (1) and the average treatment effects are estimated for the whole sample and every capital 

market individually. Formula (2) is estimated for the whole sample to be able to determine the 

capital market variables’ influence with sufficient data. By not introducing country dummies a 

more detailed analysis of the underlying variables that help explain the dependent variables is 

possible (as in the first regressions in Claessens, Tong and Wei, 2012).  

Based on this methodology I develop the following hypotheses: 

H1: Financially more (less) constrained companies have a positive (negative) treatment effect on 

the differences in alternative capital sources between the pre-crisis period and Euro crisis period. 

 

H2: The capital market variables are positively correlated with the differences in alternative 

capital sources between the pre-crisis and the Euro crisis period. 

 

3.2 Data 

3.2.1 Data sample 

The company sample used for this study consists of public companies from all industries except 

financial services (defined as SIC industry code 6000-6999) and utilities (defined as SIC industry 

code 4900-4949). The exclusion of both industry groups is common when studying an all-industry 

sample, as depicted in Leary (2005), Kahle and Stulz (2013) among others. My study uses a wider 
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sample than manufacturing company sample studies and therewith provides more data for the 

observed variables (Leary, 2005). The final company sample consists of 198 German companies, 

267 French companies, 101 Swiss companies and 755 companies from the United Kingdom (see 

appendix 3). So, I study the effects of the Euro crisis in two market-based, developed countries, 

namely Switzerland and the UK, and two bank-based, highly-developed countries, namely 

Germany and France (Demirgüç-Kunt and Levine, 2002). Switzerland and the United Kingdom 

depict how the Euro crisis affected companies in economies that have not adopted the Euro as 

their currency. Germany and France as the biggest economies in the Eurozone provide the biggest 

subsamples of companies for Eurozone economies and were affected by the contagion of the 

European Sovereign Debt crisis (Glover and Richards-Shubik, 2014).  

I investigate corporate capital sources over two time periods, the period before the GFC 

(subsequently referred to as pre-crisis period) and the Euro crisis. The pre-crisis period starts in 

the first quarter of 2003 (after the Dot-com crisis influences had disappeared) and ends in the third 

quarter of 2007 before the GFC impacted companies (Alfranseder, 2009). The Euro crisis period 

starts in the first quarter of 2010 (Neri, 2013), after the GFC, and ends in the fourth quarter of 

2012 because of recovering financial conditions indices for France and Germany after the 

European Central Bank’s introduction of Outright Monetary Transactions (Darracq, Paries, 

Maurin and Moccero, 2014). 

By comparing a non-crisis period with the Euro crisis period and excluding the GFC I study the 

Euro crisis effects as an exogenous shock in contrast to non-crisis-affected business cycles. Apart 

from the industry restriction I impose several other filters on the dataset. I only include fully 

consolidated companies so that intercompany transactions do not distort the estimation results as 

is common in capital structure studies (Guftometros, 2015). Also, all of the subsequently 

described dependent, independent and control variables had to be available for at least 7 firm 

quarters per observed time period to grant sufficient data coverage. Research and development 

expenditures are less available than the other sourced variables and are included as values of zero 

when they are not available. This procedure follows Pinkowitz and Williamson (2003) who face 

similar R&D reporting gaps. In Appendix 3 the filtration of the company dataset is depicted in 

detail.  

3.2.2 Dependent variables 

Table 1 provides an overview of all dependent variables and their measurement in this study. The 

variables are winsorized on the 5% level for both tails in line with Acharya, Eisert, Eufinger and 

Hirsch (2015). 
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Table 1: This table presents all dependent variables used in this study. The first column provides their names and 

abbreviations (in parentheses). The second column provides their measurement. All dependent variables are winsorized 

on the 5% level for both tails. A * indicates that differences in this variable are calculated between the pre-crisis and 

the Euro crisis period which carry the suffix Diff. All variables are sourced from Worldscope. 

Variable Measurement 

Cash holdings (Cash)* 
Ratio of cash holdings and marketable securities to total 

assets 

Net equity issuance (NetEquIss)* Ratio of the net equity issuance to total assets 

Net debt issuance (NetDebtIss)* Ratio of net debt issuance to total assets 
 

All dependent, independent and control variables are sourced from Thomson Reuters’ Datastream 

database which includes the Worldscope data fields, except when a different source is indicated 

in tables 1, 2 and 3. As shown in the literature review a plethora of various corporate capital 

sources exists. Based on the existing empirical research a contraction in the supply of bank loans 

to the non-financial industry sectors can result in higher shares of different corporate capital 

sources. Throughout previous periods of financial crises net debt issuance, net equity issuance, 

cash holdings, retained earnings, lines of credit, asset sales (e.g. fire sales of fixed assets) and 

trade finance have been proven to play a significant role in supplying additional capital when 

bank lending contracts. For the time of the Euro crisis I select cash holdings, net debt issuance 

and net equity issuance, since various previous studies have stressed their importance for 

financing a company’s strategic expenditures (e.g. R&D expenditures and capital expenditures, 

Duchin, Ozbas and Sensoy, 2010, Dewally and Shao, 2014). Credit lines are not observable with 

this dataset but are expected to be of less importance for the Euro crisis (Acharya, Eisert, Eufinger 

and Hirsch, 2015). Private equity investments and retained earnings are especially important for 

small, private companies which were affected differently by the GFC than my firm sample might 

be in the Euro crisis. Corporate asset sales are of great importance for satisfying short-term 

liquidity needs and are of less importance for the discussion of long-term financing (Brown and 

Peterson, 2014). Retained earnings are not included because Rahaman (2011) highlights their 

declining importance for companies of bigger size (in comparison to small and medium-sized, 

private companies). Finally, trade finance provides short-term capital but does not alleviate 

financial constraints in the long-run (Asmundson, Dorsey, Khachatryan, Niculcea and Saito, 

2011).  

3.2.3 Independent variables and company groups 

Table 2 provides an overview of all country-level independent variables and their measurement. 

The criteria for the company group definitions are provided in table 3. 
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Table 2: This table presents all independent variables used in this study. The first column provides their names and 

abbreviations (in parentheses). The second column defines the measurement and data sources. A * indicates that 

differences in this variable are calculated between the pre-crisis and the Euro crisis period which carry the suffix Diff. 

Variable Measurement 

Financial openness 

(FinOp) 

Financial openness scale taking 27 different types of international 

transactions into account to evaluate an economy’s financial openness 

(Thomas et al., 2000) 

Financial 

development 

(FinDev)* 

Index for ratio of domestic credit to private sector and economy’s GDP 

(World Bank, 2015) 

Bank concentration 

(HHI) 

Herfindahl-Hirschman index for bank market concentration (Schaeck and 

Cihák, 2013) 

Economy’s market or 

bank orientation 

(MarketOr) 

Dummy for market orientation (treatment = 1) or bank orientation (treatment 

= 0) (Demirgüç-Kunt and Levine, 2002) 

Financial sector 

(FinSector)* 

Average of the standardized values of financial openness, financial 

development and bank concentration to cure high correlation among the 

capital market variables 
 

Table 3: This table presents all company group definitions used in this study. The first column provides their names 

and abbreviations (in parentheses). The second column defines the measurement. If a company fulfills the group criteria 

it is considered a treated company. All variables are sourced from Worldscope. 

Company group  Measurement 

Financial dependence 

(FinDep)** 

Dummy for highly externally-financed investments. Treatment = 1 for 

financial dependence in the 2 highest deciles of all subsample companies over 

a 7-year time period prior to the pre-crisis period. 

High cash holdings 

(HighCash) 

Dummy for high cash holding. Treatment = 1 for cash holdings in the 2 

highest deciles of all subsample companies over a 3-year time period prior to 

the pre-crisis period. 

High leverage 

(HighLev)** and no 

leverage (NoLev) 

Dummy for high leverage (treatment = 1 for leverage in the 2 highest deciles 

of all subsample companies) for the quarter prior to the start of the pre-crisis 

period. Dummy for no leverage (treatment = 1 for leverage = 0) for a 3-year 

time period prior to the pre-crisis period. 

No cross listing 

(Nocrossl) 

Dummy for companies with one listing (treatment = 1 for one listing and 

treatment = 0 for more listings). 
 

Company groups are defined as depicted in table 3. Companies with high financial dependence 

are selected due to the common use of this measure to proxy for financial constraints (Rajan and 

Zingales, 1998). I construct the variable as a median over seven years of firm-level financial 

dependence to avoid endogeneity in accordance with Claessens, Tong and Wei (2012). As a 

second company group that is expected to face more financial constraints, high leverage 

companies are included. Lastly, companies without cross listing are expected to face more 

financial constraints than the control group due to less access to capital markets (Bauer, Wojcik 

and Clark, 2005). As in Kahle and Stulz (2013) I add potentially less financially constrained 

company groups, namely companies with high cash holdings and no leverage. These five more 

and less financially constrained company groups constitute my treatment groups. For these 

company groups I estimate the DIDs and ATETs and interpret the existing evidence for bank 

lending or demand shocks.  

The capital market environment is represented by the degree of financial openness, financial 

development and bank market concentration since these measures were found to specifically 
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affect financially constrained companies in times of financial crises as pointed out in the literature 

review. For financial openness I use the index values provided by Thomas et al. (2000) from the 

World Bank since the authors employ an analytical framework that considers a wide range of 

financial transactions among economies. Bank market concentration is measured by the 

Herfindahl-Hirschman index (HHI) as utilized in Maudos and Fernandez de Guevara (2006). 

Financial development is defined as in Claessens, Tong and Wei (2012). Additionally, I include 

a dummy variable for countries’ market-based or bank-based orientation as it is done in De Jong, 

Kabir and Nguyen (2008). The influence of creditor right protection, and bond market 

development will not be included because their effect on the use of different capital sources is 

ambiguous.  

3.2.4 Control variables 

Table 4: This table presents all control variables used in this study. The first column provides their names and 

abbreviations (in parentheses). The second column defines their measurement. RD, CapEx, MTBV, Prof, PPE and Lev 

are winsorized on the 5% level for both tails. A * indicates that differences in this variable are calculated between the 

pre-crisis and the Euro crisis period. In this case the definition is as described in column “measurement and source” for 

the Euro crisis period, which carry the suffix Diff. All control variables use Worldscope datafields, except when 

indicated differently. 

Variable Measurement 

Research and 

development 

expenses (RD)* 

Ratio of one-period lagged research and development expenditures to total 

assets 

Capital expenditures 

(CapEx)* 

Ratio of one-period lagged capital expenditures (as additions to fixed assets) 

to total assets 

Size (Assets)* Logarithmic values of one-period lagged total assets 

Market-to-book ratio 

(MTBV)* 
One-period lagged ratio of market value to book value of equity 

Profitability (Prof)* 
Ratio of one-period lagged operating income before depreciation and 

amortization to sales 

Asset tangibility 

(PPE)* 

Ratio of one-period lagged net value of property, plant and equipment to total 

assets 

Leverage (Lev)* Ratio of one-period lagged total debt to total assets 

GDP growth rate 

(GDP)* 

Annual growth rate in economy’s GDP lagged by one year (World Bank, 

2015) 

Inflation rate (Infl)* 
Annual inflation rate in the GDP deflator lagged by one year (World Bank, 

2015) 

SIC classification 

(SIC) 
SIC industry classification 

Cash flow (CF) Total funds from operations 

Table 4 shows all control variables. Research and development expenditures as well as capital 

expenditures are added as control variables to manage the influence these strategic expenditures 

have on alternative capital sources and control for a company’s continuous capital use in the Euro 

crisis (Dewally and Shao, 2014). In appendix 8 I additionally conduct ATETs for R&D and capital 

expenditures to observe excess adjustments among the company groups. Also, the companies’ 

firm size, market-to-book ratio, asset tangibility, profitability and their leverage are included to 

assure comparability of the companies. Based on the value of these variables prior to the Euro 

crisis period and the company’s SIC industry code the matching of treatment and control 

companies will be conducted  in the ATETs for the Euro crisis (Kahle and Stulz, 2013). All firm-
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level control variables except the size variable are winsorized on the 5% level for both tails to 

mitigate the influence of outliers. For the size variable logarithmic values are used to reduce huge 

firm size differences across the company sample. Also, the annual GDP growth rate and annual 

inflation rate are included to account for macroeconomic differences between the economies 

(Leary, 2005, Dewally and Shao, 2014). 

 

3.2.5 Descriptive statistics 

Table 5: This table provides country-level time 

series data for the dependent variables from the 

pre-crisis to the Euro crisis. It uses means over the 

two time periods and the Global Financial Crisis. 

All capital sources are expressed in ratios to total 

assets. 

Table 5 shows the dependent variables 

for the country subsamples. In appendix 

4 the descriptive statistics are provided 

for all company groups separately. 

Appendix 5 delivers the correlation table 

for all major variables. For the capital 

market variables high correlation values 

occur. I combine the variables financial 

openness, financial development and bank concentration into one joint variable called financial 

sector to prevent highly distorted coefficient estimates for the capital market regression. Still, high 

correlation occurs between the market orientation dummy and GDP growth (see appendix 5). This 

has to be taken into consideration when interpreting the results in part 4.2. For all firm-level 

variables the correlation values are below 0.75 and do not affect the validity of the results. 

When comparing the pre-crisis period with the period of the Euro crisis lower means and medians 

for cash holdings (-1.2%), net equity issuance (-2.7%) and net debt issuance (-0.3%) can be 

observed across all companies in the sample. R&D expenditures and capital expenditures had 

slightly lower means in the Euro crisis (-0.2% and -0.6%). Also, leverage was 1% lower on 

average in the Euro crisis. Total asset means and medians in turn increased strongly in comparison 

to the pre-crisis period (46.6% and 36.7% higher). Companies without cross listing show lower 

means and medians for cash and net equity issuance in the Euro crisis. Their adjustments in both 

capital sources have been lower on average than for the control companies. Net debt issuance 

declined slightly less than for the control group. Companies with high leverage also show lower 

cash and net equity issuance means in the Euro crisis, but show higher differences in both capital 

sources than the control group. Net debt issuance declined slightly less than for the control group. 

Companies with no leverage show higher cash and net equity issuance means and stronger 

Cash Pre-Crisis GFC Euro crisis

Switzerland 15.841% 18.060% 18.221%

Germany 15.870% 15.824% 16.329%

France 13.578% 13.251% 13.560%

United Kingdom 18.012% 16.935% 15.499%

Net Equity Issuance Pre-Crisis GFC Euro crisis

Switzerland 0.671% -1.172% 0.675%

Germany 1.396% 0.182% 0.579%

France 1.623% 0.428% 0.526%

United Kingdom 9.498% -11.346% 5.418%

Net Debt Issuance Pre-Crisis GFC Euro crisis

Switzerland 0.066% -0.182% 0.209%

Germany 0.404% 0.115% 0.019%

France 0.480% 0.070% -0.007%

United Kingdom 0.530% -0.628% 0.176%
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reductions in both capital sources. They experienced almost no reduction in net debt issuance in 

contrast to the control group. Corporations with high cash holdings had net equity and debt 

issuance ratios similar to the control group in the Euro crisis. Also, their differences in both capital 

sources are similar. Cash holdings were reduced much more than for the control group. Finally, 

highly financially dependent companies show much higher cash and net equity issuance means 

and medians than the control group in the Euro crisis. Both capital sources were reduced more 

than for the control group. Their net debt issuance behaved as for the control group. 

For a detailed review on the descriptive statistics for the defined company groups see appendix 4.   

4 Results and discussion 

In this section the results of the regression analyses and average treatment effect estimations are 

described and discussed based on the expectations derived from existing literature. The results 

for the DIDs and ATETs are presented first and discussed thereafter in each company group 

section for the full company sample and the country subsamples. Finally, I elaborate on the results 

of the capital market variables’ influence on companies’ use of alternative capital sources. 

4.1 Treatment effect estimations  

For a breakdown of the company groups across the country subsamples see appendix 3. The 

summary tables 6a, b and c contain the treatment effect estimations in DIDs and ATETs for all 

firms and each country subsample. The detailed DID and ATET result reporting for the all firm 

sample can be found in appendix 6 and for all country subsamples in appendix 7. Additional 

average treatment effect estimations on R&D and capital expenditures are reported in appendix 

8. 
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Table 6a/b/c: The upper section of the table provides averages of cash holdings/net equity issuance/net debt issuance 

to total assets ratios for treated company groups. Treated companies include firms with no cross listing (column 2), 

with high leverage (column 3) or high financial dependence (column 6) which are expected to face more financial 

constraint during the Euro crisis. Treated companies also include companies with no leverage (column 4) or high cash 

holdings (column 5), which are expected to face less financial constraint during the Euro crisis. Averages for untreated 

control companies that do not belong to these groups are provided below. Differences between the pre-crisis and the 

Euro crisis period exhibit the differences over time and between the treated company groups and the control groups. 

On the firm-level, the difference-in-differences (DID) estimator and average treatment effect on the treated (ATET) 

matching estimator calculate the effect of being a treated company on the adjustment in cash holdings. The lower 

section of the table provides the DID and ATET results for each country subsample. ***/**/* indicate significance at 

the 1%/5%/10% level. 

 

(1) (2) (3) (4) (5) (6)

All firms
No cross 

listing

High 

leverage

No 

leverage

High cash 

holdings

High financial 

dependence

Averages for (treated) firms

1. Pre-crisis period 0.166 0.130 0.103 0.335 0.294 0.241

2. Euro crisis period 0.154 0.126 0.108 0.272 0.250 0.210

Differences (2.-1.) -0.012 -0.004 0.005 -0.063 -0.045 -0.031

Averages for control firms

1. Pre-crisis period 0.174 0.180 0.155 0.142 0.150

2. Euro crisis period 0.160 0.165 0.147 0.136 0.142

Differences (2.-1.) -0.014 -0.016 -0.009 -0.006 -0.008

All firms 

0.003 -0.004 -0.030 -0.028** -0.010

0.000 0.005 0.023 -0.033** 0.006

219 241 81 210 233

Table 6a: Quarterly 

cash holdings

Number of treated observations

DID estimator

ATET matching estimator

Switzerland

-0.023 -0.048 0.047 -0.017 0.031

-0.047* -0.009 0.008 -0.060 0.056

Germany

0.045 0.004 -0.032 -0.106*** -0.051

0.008 -0.007 -0.117 -0.076** 0.018

France

-0.001 -0.012 N/A -0.038 -0.009

-0.002 0.010 N/A -0.061*** -0.017

United Kingdom

0.014 0.001 -0.033 0.004 -0.003

0.010 0.008 -0.025 -0.023 -0.008

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator
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(1) (2) (3) (4) (5) (6)

All firms
No cross 

listing

High 

leverage

No 

leverage

High cash 

holdings

High financial 

dependence

Averages for (treated) firms

1. Pre-crisis period 0.060 0.033 0.034 0.158 0.064 0.118

2. Euro crisis period 0.033 0.018 0.017 0.101 0.034 0.067

Differences (2.-1.) -0.027 -0.015 -0.017 -0.057 -0.030 -0.051

Averages for control firms

1. Pre-crisis period 0.066 0.066 0.054 0.059 0.048

2. Euro crisis period 0.037 0.037 0.029 0.033 0.026

Differences (2.-1.) -0.029 -0.029 -0.025 -0.026 -0.022

All firms 

DID estimator 0.013** 0.005 -0.010 0.004 -0.013

ATET matching estimator 0.006 -0.001 0.019 0.009 0.001

Number of treated observations 219 241 81 210 233

Table 6b: Quarterly 

net equity issuance

Switzerland

-0.001 -0.017 0.022 0.028** -0.009

-0.006 0.003 0.119 0.036* -0.024

Germany

0.028** 0.001 0.004 -0.020* -0.013

0.011 0.014 -0.933 -0.024* -0.011

France

0.007 -0.004 N/A -0.012 -0.020**

0.015** -0.015** N/A -0.003 -0.022**

United Kingdom

0.008 0.011 -0.009 0.012 -0.009

0.001 0.002 0.034* 0.019 0.010

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

(1) (2) (3) (4) (5) (6)

All firms
No cross 

listing

High 

leverage

No 

leverage

High cash 

holdings

High financial 

dependence

Averages for (treated) firms

1. Pre-crisis period 0.005 0.003 0.003 0.004 0.004 0.005

2. Euro crisis period 0.001 0.001 0.001 0.003 0.001 0.001

Differences (2.-1.) -0.003 -0.003 -0.003 -0.001 -0.003 -0.004

Averages for control firms

1. Pre-crisis period 0.005 0.005 0.005 0.005 0.005

2. Euro crisis period 0.001 0.001 0.001 0.001 0.001

Differences (2.-1.) -0.004 -0.004 -0.004 -0.003 -0.003

All firms

DID estimator 0.095 0.003** 0.002 0.000 0.000

ATET matching estimator 0.001 0.005*** 0.002 -0.003* -0.004*

Number of treated observations 219 241 81 210 233

Table 6c: Quarterly net 

debt issuance
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4.1.1 Companies with no cross listing 

Based on the full DID regressions in appendix 6 companies without any cross listings have a 

lower 2.3% lower share of cash holdings and 3.5% lower net equity issuance across both periods. 

As visible in column (1) of table 6a, b and c the coefficients for treated companies are positive 

for all alternative capital sources in the Euro crisis, but only significant for net equity issuance 

(0.013). The ATETs show similar coefficient results, but none of them is significant. Hence, 

companies without cross listing exhibit higher net equity issuance differences than the control 

group and hold lower ratios of all capital sources across both periods. Companies without cross 

listing also showed 0.7% lower differences in capital expenditures, but no significant differences 

from the control group in R&D (see appendix 8). On the country level more diverse results occur. 

Companies in Switzerland showed 4.7% lower adjustments in cash and 1.7% lower use of net 

debt issuance and had 1.8% higher R&D differences (see appendix 8). In Germany, companies 

held 8% less cash and issued 2.1% less net equity over both time periods (appendix 7). From the 

pre-crisis to the Euro crisis period this company group shows a 2.8% higher difference in net 

equity issuance than the control group. The average treatment effects estimation also shows 2.2% 

lower differences in net debt issuance than for control companies (see appendix 7). French 

companies exhibited 1.6% higher adjustments in net equity issuance than untreated companies. 

In the UK no significant treatment effect is found. There, companies without cross listing held 

2.8% less cash and 3.7% less net equity than control companies over both time periods. In 

conclusion, companies without cross listing are mostly found to show higher differences in net 

equity issuance (except for Swiss companies). For differences in cash holdings and net debt 

issuance no conclusive effect can be observed across the included country subsamples. Therewith 

H1 can be confirmed for net equity issuance for the whole population in the DID. For the 

hypothesis confirmation in country-level results see appendix 7.  

 

The fact that companies with only one listing have much lower shares of all capital sources 

suggests that these firms do not rely that heavily on these capital sources. With only one listing 

Switzerland

-0.001 0.007* -0.015* -0.008* -0.008*

-0.017** 0.007 -0.033*** -0.010* -0.004

Germany

-0.006 0.004 0.007 -0.001 0.001

-0.022* 0.008** 0.016 -0.006 0.003

France

0.002 0.001 N/A 0.002 0.001

0.001 0.002 N/A -0.011** -0.002

United Kingdom

0.002 0.002 0.003* 0.001 0.000

0.003 0.004 0.002 0.000 -0.004ATET matching estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

ATET matching estimator

DID estimator

DID estimator
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the treated companies can only source public equity from their place of listing. Stronger use of 

net equity issuance in the all company sample, the German and French subsample points to higher 

need for capital than for the control companies, although equity markets in all observed economies 

experienced lower returns on equity (Stracca, 2013). Rather constant R&D expenditures across 

all firms, as well as all country subsamples (except the Swiss one) show continuous need for 

capital in spite of lower capital expenditures. These results resemble the expectations brought 

forth by the bank lending shock theory (Kahle and Stulz, 2013), although cash holdings have not 

increased more than for the control group. Lower differences in capital expenditures point to less 

growth opportunities or lower investment due to financing constraints. In both cases no 

homogenous drop in growth opportunities for control group and treated group is found so that a 

demand shock does not plausibly explain these results. Insignificant ATETs for the matched 

company pairs of treated and control companies show no clear differences in the use of the capital 

sources. Therewith, the evidence for the use of alternative capital sources to counter financial 

constraints is not as conclusive as expected for this company group. Different from Acharya, 

Eisert, Eufinger and Hirsch (2015) this potentially more financially constrained company group 

does not accumulate more cash to counter rising uncertainties in the market. Swiss companies 

appear to reduce cash holdings more and reduce their net debt issuance more than the control 

firms. These results suggest much less need for alternative capital during the Euro crisis than for 

the control firms. Swiss treated companies could satisfy potential excess capital needs by using 

their internal capital reserves more than control firms. Therewith, Swiss treated companies could 

spend more on R&D in the observed time period. In contrast, the DIDs and ATETs for German 

and French companies show a stronger use of net equity (as for the whole company sample) which 

point to sourcing of alternative capital to counter financial constraint. The lower differences in 

net debt issuance suggest a reduction in public debt financing due to a tighter debt market in 

Germany (as in Beirne and Fratzscher, 2013). These results support the use of alternative capital 

for this financially more constrained company group in the Euro crisis. They corroborate the 

notion of Switzerland’s distinct financial position (as visible in government bond spreads and 

CDS spreads during the Euro crisis in Beirne and Fratzscher, 2013). However, due to the low 

number of observations for this company group on the country level these findings are only 

indicatory and have to be counterchecked by studies with larger samples. 

 

4.1.2 Companies with high leverage  

As visible in column (2) in table 6c, across all companies of the population significant higher 

differences in net debt issuance (0.3% in the DID and 0.5% in the ATET) are found for companies 

with high leverage. R&D and capital expenditure adjustments did not differ significantly from the 

control group (see appendix 8). Across both periods companies with high leverage hold 1.6% 

more cash and issue 0.6% less net debt (see appendix 6). When scrutinizing the country-level 
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results the Swiss and German companies exhibit higher differences in net debt issuance than the 

control group (0.7% for Swiss and 0.8% for German firms in ATET, see appendix 7). German 

firms also exhibit 1.8% lower differences in capital expenditures (see appendix 8) than the control 

group. Among the French companies 1.5% lower differences in net equity issuance are identified 

(see appendix 7). UK firms did not behave differently from the control group. Based on these 

results, companies with high leverage show significant higher differences in net debt issuance 

across all firms and in the Swiss subsample. For the whole population H1 can be confirmed for 

net debt issuance. For the hypothesis confirmation in country-level results see appendix 7.  

 

Stronger use of net debt issuance enabled this company group to maintain R&D and capital 

expenditure financing during the Euro crisis in spite of their bigger financial dependence and 

higher exposure to potential bank lending shocks. A strong difference in leverage between the 

pre-crisis and the Euro crisis period shows the substantial downward adjustment after the GFC. 

Low cash ratios suggest no precautionary cash holdings so that a buffering of lending shocks 

became difficult in the Euro crisis. While Swiss companies could increase their debt issuance 

more than control groups in a less expensive debt market (based on government bond and CDS 

spreads, Beirne and Fratzscher, 2013), German companies sourced more net debt in a much tighter 

debt market. Therewith, German highly levered companies exhibit more capital need but still 

experience a stronger reduction in capital expenditures than the control group. This points to a 

bank lending shock that could not be sufficiently mitigated through alternative capital use. In 

contrast, French treated companies seem to need less capital while being able to maintain their 

strategic expenditures. So, no evidence for a bank lending shock can be found in France, the UK 

or Switzerland. These results strongly depart from the findings of Kahle and Stulz (2013) for 

highly levered companies which show stronger use of cash holdings during the GFC. None of the 

financially constrained company groups in Acharya, Eisert, Eufinger and Hirsch (2015) replaced 

missing bank loans through higher net debt issuance adjustments. 

4.1.3 Companies with no leverage  

For the whole company sample no significant treatment effects on the capital sources and strategic 

expenditures are found. Across both periods companies with no leverage were holding 9.1% more 

cash and issuing 2.5% more net equity than the control companies (see appendix 6). For the Swiss 

companies 3.3% lower differences in net debt issuance (in ATET, see appendix 7) and 3.4% lower 

capital expenditure adjustments (see appendix 8) are found than for untreated companies. German 

companies showed no significant results. Among the French companies no companies exist 

without leverage. In the UK 3.4% higher differences in net equity issuance (in ATET, see 

appendix 7) and 0.3% higher net debt issuance adjustments than for the control group are found. 

Considering all results, a capital structure with no leverage had no clear effect on the observed 
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capital sources. On the aggregate level H1 cannot be confirmed for any capital source. For the 

hypothesis confirmation in country-level results see appendix 7. 

Companies without leverage are expected to behave differently from the financially more 

constrained company groups due to higher internal capital reserves. Across the whole company 

sample this treated group showed no different adjustment in financing policies from the control 

group. According to Kahle and Stulz (2013) lower adjustments in the abundant capital sources 

cash and net equity would be expected due to the absence of financial constraints. But the 

unlevered companies did not use their internal capital reserves in a more profitable way. This 

suggests that precautionary excess cash holdings were kept to be prepared for potentially higher 

capital needs. The higher R&D expenditure ratios during the Euro crisis indicates much better 

growth opportunities than for the control companies. Also, several companies previously 

categorized as unlevered add net debt issuance to their capital source portfolio indicating no 

financing constraints. They differ from Kahle and Stulz’s (2013) unlevered firms which show a 

drop in capital expenditures, much lower cash holdings and equity issuance in the US due to 

stronger demand-side effects. The lower differences in net debt issuance in the Swiss subsample 

suggest a stronger cut down on this marginally used capital source due to a lack of capital need. 

At the same time, lower differences in capital expenditures point to a lack of investment 

opportunities. Slightly stronger use of net equity and debt issuance is found for the UK subsample 

which points to need for capital despite higher debt market premiums and strongly contracted 

market capitalization in the UK (World Bank, 2015). In this way the UK firms exhibit evidence 

for a slight bank loan shock which was countered by using alternative capital. In contrast, Swiss 

companies show effects of a lack of investment opportunities and therewith lower capital need. 

However, due to the low number of observations for this company group on the country level 

these findings are only indicatory and have to be counterchecked by studies with larger samples. 

4.1.4 Companies with high cash holdings  

As visible in column (4) in tables 6a and c, for companies with high cash holdings 2.8% lower 

differences in cash holdings (3.3% lower in ATET) and 0.3% lower net debt issuance are found. 

Also, 0.6% lower R&D adjustments (see appendix 8) are found. Across both time periods the 

treated companies hold 8.9% more cash than the control group and issue 1.8% less net equity (see 

appendix 6). Swiss companies had 2.8% higher differences in net equity issuance (3.6% in ATET) 

and 0.8% lower differences in net debt issuance (-1% in ATET, see appendix 7) than the control 

group. At the same time they depicted 1.5% higher differences in capital expenditures (appendix 

8). German companies had 10.6% lower differences in cash holdings than their untreated 

counterparts (-7.6% in ATET) and 2% lower net equity issuance adjustments (-2.4% in ATET, 

see appendix 7). French firms also showed 6.1% lower adjustments in cash holdings in ATET and 

1.1% lower differences in net debt issuance (see appendix 7). The UK firms did not show 
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significantly different results from their control group, but had 0.9% lower differences in R&D 

(appendix 8). Across both time periods no conclusive results can be found for net equity issuance, 

since German companies use 1.8% more net equity, while UK companies use 2.4% less net equity 

than the control companies (appendix 7). On the aggregate level H1 is confirmed for cash holdings 

and net debt issuance. For the hypothesis confirmation in country-level results see appendix 7. 

The high ratio of internal capital reserves makes these companies less prone to encounter financial 

constraints in times of financial crises. Significantly lower differences in cash holdings during the 

Euro crisis show that the control group actively uses its reserves and in return does not need to 

substantially use the other capital sources to fulfil their capital requirements. The treated 

companies can even reduce their debt issuance more strongly than the control group. While 

exhibiting higher R&D expenditures across both periods this company group cuts down on R&D 

significantly more than the control group in the Euro crisis. This suggests less need for R&D 

expenditures since Brown and Peterson (2014) stress the preference for R&D financing over 

capital expenditure financing in financial crises. Due to the high levels of internal capital reserves, 

no excess adjustment in capital expenditures and strongly diminished net debt issuance this 

company group behaves as under the assumption of a demand shock in France and Germany. 

Similar to the unconstrained firms in Dewally and Shao’s study (2014) this group can increase its 

leverage in the Euro crisis period on average. Differently from their US counterparts studied in 

Kahle and Stulz (2013) the treated companies do not exhibit such a strong decline in capital 

sources and capital expenditures. Higher differences in net equity issuance and lower differences 

in net debt issuance for the Swiss subsample point to a change in the financial composition and 

no excess reduction in cash holdings. At the same time a higher difference in capital expenditures 

shows that Swiss treated firms have been sufficiently equipped with capital to realize excess 

capital expenditure adjustments. At the same time German (and French) treated companies clearly 

depict lower adjustments in cash and net equity issuance (cash and net debt issuance), indicating 

no need for alternative capital while strategic expenditures were adjusted as for the control group. 

These findings point to a lack of growth opportunities and a demand shock in France and 

Germany. The UK subsample exhibits no strongly different adjustment in capital sources, but 

lower R&D adjustments which might also point to less growth opportunities. 

4.1.5 Companies with high financial dependence  

As visible in column (5) in table 6c, companies with a high financial dependence showed 0.4% 

lower differences net debt issuance in ATET. When considering both time periods highly 

financially dependent companies hold 2.8% more cash than the control group (see appendix 6). 

Swiss treated companies experienced 0.8% lower differences in net debt issuance, while French 

companies exhibited 2.0% lower differences in net equity issuance (-2.2% in ATET, see appendix 

7) than the control group. Across both time periods highly financially dependent companies issued 
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3.2% more net equity in the Swiss and 2.0% more net equity in the French subsample. Also, in 

the Swiss company sample, net debt issuance was 0.8% higher than for the control group across 

both time periods (see appendix 7). The German subsample exhibited 7.8% higher cash holdings 

than the control group and 0.9% lower differences in capital expenditures (see appendices 7 and 

8). H1 cannot be confirmed for any capital source on the aggregate level due to lack of 

significance. For the hypothesis confirmation in country-level results see appendix 7. 

This group of treated companies displays higher precautionary cash holdings across both time 

periods. For the Euro crisis period these companies behave in line with the control group. A 

specific disadvantage in financing strategic expenditures cannot be found for the period of the 

Euro crisis. The treated companies even show lower differences in net debt issuance indicating 

lower need for this capital source while not experiencing bigger drops in R&D or capital 

expenditures. These results point to much lower capital need for this company group which is 

expected to face more financial constraints in financial crises. Among Swiss treated companies 

lower net debt issuance differences corroborate the lower need for alternative capital while 

strategic expenditures have not been adapted significantly differently from the control group. In 

the French subsample lower use of net equity than for the control group also points to lower 

capital need. The unexpected adjustment of this company group can be attributed to the very high 

cash holdings that help overcome potential financial constraints arising during the Euro crisis.  

In conclusion, company groups that are expected to be more financially constrained (companies 

with no cross listing, high leverage and high financial dependence) do not show a coherent picture. 

Slight evidence for a bank lending shock is found for the French and German companies without 

cross listing. Also, German highly-levered companies exhibit slight evidence for a bank lending 

shock. In contrast, highly financially dependent companies do not behave as expected, since no 

country subsample exhibits a stronger use of alternative capital sources than for the control 

companies. This different reaction to the Euro crisis results from their precautionary cash 

holdings. The clearest adjustment in alternative capital sources can be observed for companies 

with high cash holdings. Strong reductions in cash ratios and debt or equity issuance (for the 

German and French subsample) show that these companies were less affected by the Euro crisis 

due to high ratios of internal reserves. The stronger reductions in R&D expenditures across all 

firms and in the British subsample show signs of a demand shock. For companies without leverage 

prior to the observed periods slight evidence for a bank lending shock is found for the British 

subsample. These findings highlight the increased financing capabilities provided by 

precautionary cash holdings as recommended by the Pecking-Order theory. Also, they question 

the suggestions of the Static Trade Off theory since high leverage can severely expose companies 

to financial constraints in financial crises. Still, the highly external finance-dependent companies 

of this company sample show that high exposure to debt financing does not necessarily result in 
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excess use of alternative capital sources like for highly levered companies and companies without 

cross listing.  

4.2 Capital market variables 

After presenting the results for the treatment effects I estimate the influence of the capital market 

environment variables on the differences in the capital sources. As pointed out in point 3.2.5 the 

high correlation values require combining financial openness, financial development and banking 

concentration into a new, joint variable (FinSector). Considering the higher levels for financial 

openness, bank concentration and strong increases in financial development, higher differences 

in FinSector are visible for the British, Swiss and French subsample. Appendix 9 presents the 

capital market regression using differences in FinSector, MarketOr, differences in GDP and 

inflation.  

It becomes visible that differences in the joint variable for the financial sector (FinSectorDiff), in 

GDP growth rate (GDPDiff) and inflation rate (InflDiff) have highly distorted coefficient 

estimates. This is due to the remaining high correlation between these dependent variables. 

Therefore, I estimate the capital market regression without differences in GDP growth rate 

(GDPDiff) and market orientation (MarketOr). Table 7 shows the more parsimoniously specified 

regression which does not contain such strongly distorted coefficient estimates. Therewith the 

results reported in table 7 are more reliable and used for interpretation of the capital market 

influence on differences in alternative capital sources. 

Table 7: This table presents the regression results for 

the effect of differences in the financial sector 

variable and control variables on differences in the 

alternative capital sources between the pre-crisis and 

the Euro crisis period. The differences in alternative 

capital sources include differences in the ratio of cash 

holdings to total assets (column 1), differences in the 

ratio of net equity issuance to total assets (column 2) 

and differences in the ratio of net debt issuance to 

total assets (column 3). StEr stands for 

heteroscedasticity-robust standard errors. ***/**/* 

stand for significance on the 1%/5%/10% level.  

An increase of the financial sector 

differences by one unit results in 4.7% 

lower differences in cash holdings and 

6.1% lower net equity issuance differences 

assuming all other dependent variables 

fixed. No significant effect on net debt 

issuance differences can be observed.  

From the pre-crisis period to the Euro crisis 

period British companies experienced the 

(1) (2) (3)

CashDiff NetEquIssDiff NetDebtIssDiff

FinSectorDiff -0.047*** -0.061*** 0.001

StEr 0.011 0.009 0.002

AssetsDiff -0.042*** -0.048*** 0.001

StEr 0.012 0.010 0.002

RDDiff 0.032 -0.140 -0.043

StEr 0.225 0.192 0.031

CapExDiff 0.124 0.376*** 0.118***

StEr 0.100 0.091 0.020

LevDiff -0.210*** 0.019 0.010

StEr 0.028 0.025 0.006

MTBVDiff 0.003** 0.003* 0.001***

StEr 0.001 0.001 0.000

ProfDiff -0.046*** -0.101*** -0.001

StEr 0.016 0.016 0.002

PPEDiff -0.327*** -0.127*** -0.031***

StEr 0.039 0.032 0.008

InflDiff -1.315** -1.516*** -0.180

StEr 0.608 0.348 0.120

Constant 0.001 -0.007** -0.004***

StEr 0.006 0.003 0.001

Observations 1,321 1,321 1,321

R-squared 0.182 0.186 0.055
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highest increases in the financial sector variable (FinSectorDiff). Also, Swiss and French 

companies showed an increase between the time periods, although much lower. Since the 

variables financial openness and bank concentration are fixed over the time periods in this sample, 

financial development is responsible for the differences among the country samples in the 

financial sector variable. Therefore, differences in financial development values from the pre-

crisis to the Euro crisis cause differences in the joint variable financial sector. For that reason I 

can infer that cash holdings and net equity issuance were used less by British and Swiss companies 

than by German and French companies, since their financial development values showed the 

highest differences. These results are different from Gambacorta, Yang and Tsatsaronis’s (2014) 

observations during the GFC. While these authors see quicker transmissions of the financial crisis 

to market-oriented economies, the Euro crisis naturally did not affect the two market-oriented 

economies Switzerland and the UK comparably due to no use of the Euro, weaker financial ties 

with GIIPS economies and reception of safe haven capital flows (Glover, Richards-Shubik, 2014; 

Stracca, 2013). These results also depart from Claessens, Tong and Wei’s (2012) findings for the 

influence of financial openness and development. For this company sample financial openness 

and financial development do not seem to promote the transmission of a financial crisis to the real 

sector. Much more, these results are in line with Stracca (2013) who finds financial openness to 

reduce the Euro crisis transmission. Also, no evidence can be found for Maudos and Fernandez 

de Guevara’s (2006) notion of higher financial constraint for highly financially dependent 

companies in economies with higher bank concentration. Considering the lower returns on equity 

also outside the Eurozone, these results indicate lower need for cash and net equity issuance in 

the UK and Switzerland (Beirne and Fratzscher, 2013). Finally, the second hypothesis (H2) 

cannot be confirmed for any alternative capital source, since the joint variable for the financial 

sector in the economies showed that the Euro crisis affected Germany and France much more 

than Switzerland and the UK. 

5 Concluding remarks 

Throughout this study I investigate the implications of the European Sovereign Debt crisis on the 

public companies from non-financial industries in two bank-based economies, namely France and 

Germany, and two market-based economies, namely Switzerland and the United Kingdom. I build 

on the existing evidence for the use of alternative capital sources that can substitute a lack in bank 

lending or add capital in times of financial crises. During the Euro crisis France and Germany 

were affected by deteriorating economic fundamentals and contagion effects from the strongly 

affected capital markets in Greece, Ireland, Italy, Portugal and Spain. Switzerland and the United 

Kingdom were much less exposed to these effects, but experienced lower equity market returns 

(Stracca, 2013). 
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My results indicate that two of three company groups that were expected to face more financial 

constraint during the Euro crisis used more alternative capital than control companies. Companies 

with no cross listing (in net equity issuance) and highly levered companies (in net debt issuance) 

therewith showed signs of financial constraint for the all firm sample, the German and the French 

subsample. Different from the expectation, financially more dependent companies required less 

net debt than the control groups despite their high financial dependence for capital expenditure 

funding. High cash holdings provide safety buffers for the financing of this company group. In 

line with the expectation companies with high cash holdings require less debt and do not 

experience financial constraints. Decreases in their strategic expenditures exhibit a lack of 

investment or research opportunities (as visible for the British subsample). Interestingly, 

companies without leverage do not appear to dispose of excessive cash holdings or equity, since 

no stronger adjustment than for the control companies is recorded. These results show that 

companies with comparatively low leverage ratios and highest cash holding ratios face very 

limited financial constraints. Their financial policies strongly depart from the suggestions of the 

static trade-off theory and partially confirm the pecking order theory’s preference for funding 

through internal reserves. Highly financially dependent companies show that the use of external 

financing does not expose a company more to the Euro crisis effects when countered with 

sufficient cash reserves. The country subsample results show  

The capital market regressions using the joint variable for the financial sector characteristics 

suggest lower need for cash holdings and net equity issuance for economies in the UK and 

Switzerland. In this way, the Euro crisis differs from the GFC by not having a stronger effect on 

financially more open and developed economies. Weaker financial ties of Swiss and British 

companies to GIIPS banks and no participation in the Eurozone have contributed to these results 

for the alternative capital sources. 

Overall, the paper is subject to the following limitations: First, only public companies are studied 

so that no inferences for the effect of the Euro crisis on private companies can be drawn. Second, 

a larger data sample would enable me to cover a higher share of companies from non-financial 

industries and provide a more encompassing investigation of their corporate capital sources 

during the investigated time periods. Third, a study on corporate profitability and its interrelation 

with financial policy decisions will highlight which corporate capital composition yields better 

firm performance. 

For corporate management the findings of my study outline the importance of precautionary cash 

holdings which can help overcome financial constraints in times of financial crises. Highly 

financially dependent companies and companies with high cash holdings experienced no signs of 

financial constraints while highly levered companies and companies with no cross listing had to 
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use alternative capital to maintain strategic expenditures. Therewith a moderate amount of 

leverage combined with precautionary cash holdings could shield companies from encountering 

financial constraint in the Euro crisis. 

Further research opportunities arise regarding the role of highly financially dependent companies 

and corporations with high cash holdings. These companies faced less financial constraints due 

to much higher cash holdings and could finance their R&D and capital expenditures without 

having to use alternative capital more strongly than the control group. Companies without 

leverage and high cash companies have financial policies that strongly differ from the 

recommendations of the static trade-off theory or the pecking order theory. More research has to 

be conducted on their corporate performance, especially during normal business cycles, to see 

whether these companies perform like the market despite their strikingly different financial 

policies. Also, an analysis of the reasons for such financial policies will help to understand further 

motives apart from weathering financial crises.  
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7 Appendices 

Appendix 1: Short-term capital sources 

Apart from long-term financing decisions a company has to assure liquidity for daily business 

operations that affect its current assets and current liabilities by managing its cash position 

strategically. Business operations augmenting the cash position of a company are called sources 

of cash. Business activities reducing the cash position are considered as uses of cash. The optimal 

level of cash holdings depends on the short-term financial policy the company employs. The 

short-term financial policy of the company is the result of a trade-off between carrying costs of 

current assets (e.g. opportunity costs for current assets) and shortage costs (e.g. costs due to 

shortages in cash or inventories). A flexible financial policy implies a higher level of current 
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assets and is most beneficial when the associated carrying costs are low in proportion to associated 

shortage costs. In contrast, a restrictive policy is most beneficial when shortage costs are high in 

comparison to carrying costs. For short-term peaks in asset requirements the following short-term 

capital sources are at a company’s disposal: 

Unsecured loans: In case of a line of credit the firm can borrow a specified amount for a short 

term and has to pay down the line and not use it for a specified period. A revolver provides a 

similar financing option but is kept in place for two or more years. A letter of credit is a formal 

arrangement granting short-term financing under specified conditions (e.g. related to the purchase 

of goods).  

Secured loans: Short-term loans with required security (e.g. inventories, accounts receivables). 

Assigned receivables can serve as a loan. In this case the borrower continues to bear responsibility 

for their collection. In case of factoring the receivables are sold with a discount due to the existing 

default risk for the buyer. Inventory loans are used to finance the purchase of inventory. The 

ordered inventory is held as a security for the lender when providing a loan to the borrowing 

company.  

Commercial paper: Short-term notes which are issued by big and highly rated companies and 

usually have a maximum maturity of 270 days. These notes are commonly backed by dedicated 

lines of credits which large corporations source from banks at low interest rates. 

Trade credit: Trade credit is based on accounts payables. The maturity of credit granted by 

suppliers is an important capital source. Often the granted credit is combined with a cash discount 

granted if payment is effected within a shorter time period than the trade credit offers (Ross, 

Westerfield, Jaffe and Jordan, 2007). 

 

Appendix 2: Difference-in-differences regressions and average treatment effects 

Difference-in-differences regressions (DIDs) are used to estimate the effect of an exogenous 

shock (in this study the Euro crisis) on a subgroup of a population. The population consists of 

treated companies (in this study the companies that fulfil the criteria of the specified company 

groups) and untreated companies (all other companies not fulfilling the specified company group 

criteria). The treatment effect is estimated using two points in time for each company of the 

population, one before the exogenous effect had occurred and one at the time or after it had taken 

place. The dependent variable is expected to develop proportionately (common trend assumption, 

dotted line in the graphic below) for treated and untreated firms had the exogenous effect not 

taken place. However, the exogenous effect caused the treated companies to exhibit a different 

development in the dependent variable after the treatment had taken place. By estimating the 

coefficient of the interaction term of the treatment dummy and a dummy for the exogenous effect 

(the Euro crisis) the DID determines the difference in the dependent variable from the difference 
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that existed between treated and untreated company before the exogenous effect had taken place 

(Ito, 2007). 

The graphic to the left illustrates the 

common trend assumption in DIDs. 

After the exogenous shock there is a 

higher difference between treated 

firm and untreated firm in the 

dependent variable. The increased 

difference in dependent variable 

between both companies is the 

treatment effect. 

 

 

 

 

Average treatment effects also strive to determine the effect of an exogenous shock on a group of 

treated companies. Instead of using a regression, this technique compares treated companies with 

matching companies that are untreated and are most comparable to the treated companies based 

on the selected variables ensuring comparability. Various types of average treatment effects exist 

to ensure closest matching of control companies to treated companies. There is nearest neighbor 

matching and caliper matching that match companies one-by-one. K-nearest neighbor matching 

and radius matching use smoothed matching procedures (Sianesi, 2010). Also, weighted matching 

procedures exist that use weighted averages over multiple observations (Todd, 2006). For this 

study a nearest neighbor matching that compares companies one-by-one and allows for multiple 

matches of control companies to treated companies is used. This is in line with the findings by 

Abadie, Drukker, Herr and Imbens (2004) who show that the Stata command nnmatch allows for 

large-sample bias correction and heteroskedastic-robust variances. The average treatment effect 

is estimated on the treated companies (ATET) to obtain a treatment effect only based on the 

observed treatment-control company matches. Differently from the DIDs, this approach takes 

differences in the dependent variable between the time before the exogenous shock and after the 

exogenous shock into account. 
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Appendix 3: Filtration of company data sample 

The upper section presents the filtration steps applied to compose the final company sample used for this study. The 

lower section plots the amount of companies per treated company group and economy. 

 

 

Company breakdown and company group composition

Number of 

companies

5222

4297

3012

1321

All 

companies Switzerland Germany France United Kingdom

Total 1321 101 198 267 755

No cross listing 219 16 3 96 104

High leverage 241 20 39 54 128

No leverage 81 3 5 0 73

High cash holdings 210 19 39 51 101

High financial dependence 233 19 39 53 122

Filtration steps

Company sample after excluding companies with insufficient observations

Companies after excluding missing company records

Company sample after excluding financial services and utilities companies

All public companies from all industries
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Appendix 4: Descriptive statistics for major variables for all company groups 

The following table presents descriptive statistics for cash holdings (Cash), net equity issuance (NetEquIss), net debt issuance (NetDebtIss), research and development expenditures (RD), capital 

expenditures (CapEx), leverage ratios (Lev), market-to-book value ratios (MTBV), profitability ratios (Prof), asset tangibility ratios (PPE) and assets. For assets logarithmic values are used. Except 

for market-to-book value and profitability, ratios to total assets are used. MTBV is the one-period lagged ratio of market value to the book value of equity. Prof is the one period-lagged ratio of 

operating income before depreciation and amortization to sales. StDev stands for standard deviation, Min for minimum and Max for maximum. Nocrossl indicates the treated company group with 

no cross listing. HighLev represents the treated company group with high leverage. NoLev indicates the treated company group with no leverage prior to the pre-crisis period. HighCash represents 

the treated company group with high cash holdings. HighFinDep stands for the treated company group with high financial dependence. 

Mean 

Euro 

Crisis

Mean 

Pre-

Crisis

StDev 

Euro 

Crisis

StDev 

Pre-

crisis

Min Euro 

Crisis

Min Pre-

Crisis

Max 

Euro 

crisis

Max Pre-

Crisis

Median 

Euro 

Crisis

Median 

Pre-

Crisis

Mean 

Euro 

Crisis

Mean 

Pre-

Crisis

StDev 

Euro 

Crisis

StDev 

Pre-

crisis

Min Euro 

Crisis

Min Pre-

Crisis

Max 

Euro 

crisis

Max Pre-

Crisis

Median 

Euro 

Crisis

Median 

Pre-

Crisis

All firms NoLev

Cash 0.154 0.166 0.132 0.142 0.015 0.015 0.529 0.529 0.112 0.120 Cash 0.272 0.335 0.166 0.170 0.015 0.015 0.529 0.529 0.260 0.331

NetEquIss 0.033 0.060 0.087 0.114 -0.027 -0.027 0.378 0.378 0.000 0.004 NetEquIss 0.101 0.158 0.137 0.151 -0.027 -0.027 0.378 0.378 0.029 0.148

NetDebtIss 0.001 0.005 0.010 0.012 -0.016 -0.016 0.028 0.028 0.000 0.001 NetDebtIss 0.003 0.004 0.011 0.008 -0.016 -0.007 0.028 0.028 0.000 0.000

RD 0.020 0.022 0.038 0.040 0.000 0.000 0.142 0.142 0.000 0.000 RD 0.034 0.037 0.054 0.057 0.000 0.000 0.142 0.142 0.000 0.000

CapEx 0.037 0.043 0.033 0.035 0.003 0.003 0.129 0.129 0.028 0.034 CapEx 0.037 0.039 0.038 0.040 0.003 0.003 0.129 0.129 0.026 0.023

Lev 0.167 0.177 0.144 0.143 0.000 0.000 0.480 0.480 0.149 0.157 Lev 0.065 0.049 0.098 0.092 0.000 0.000 0.480 0.480 0.006 0.002

MTBV 2.011 2.691 1.725 1.970 0.396 0.396 7.845 7.845 1.453 2.076 MTBV 2.752 3.288 2.233 2.323 0.550 0.396 7.845 7.845 1.828 2.473

Prof 0.045 0.019 0.287 0.310 -1.033 -1.033 0.344 0.344 0.093 0.086 Prof -0.119 -0.240 0.492 0.513 -1.033 -1.033 0.344 0.344 0.088 0.000

PPE 0.213 0.219 0.196 0.194 0.008 0.008 0.683 0.683 0.158 0.163 PPE 0.175 0.138 0.192 0.164 0.008 0.008 0.683 0.683 0.099 0.070

Assets 5.338 5.230 1.066 1.048 1.782 2.630 8.399 8.275 5.260 5.123 Assets 4.603 4.458 0.726 0.600 3.281 3.179 6.471 6.024 4.552 4.384

Nocrossl HighCash

Cash 0.126 0.130 0.112 0.124 0.015 0.015 0.529 0.529 0.095 0.093 Cash 0.250 0.294 0.155 0.148 0.015 0.015 0.529 0.529 0.223 0.281

NetEquIss 0.018 0.033 0.063 0.083 -0.027 -0.027 0.378 0.378 0.000 0.000 NetEquIss 0.034 0.064 0.091 0.110 -0.027 -0.027 0.378 0.378 0.000 0.004

NetDebtIss 0.001 0.003 0.009 0.011 -0.016 -0.016 0.028 0.028 0.000 0.001 NetDebtIss 0.001 0.004 0.009 0.010 -0.016 -0.016 0.028 0.028 0.000 0.000

RD 0.011 0.013 0.027 0.031 0.000 0.000 0.142 0.142 0.000 0.000 RD 0.039 0.045 0.053 0.054 0.000 0.000 0.142 0.142 0.005 0.019

CapEx 0.035 0.046 0.031 0.034 0.003 0.003 0.129 0.129 0.027 0.038 CapEx 0.031 0.035 0.029 0.031 0.003 0.003 0.129 0.129 0.023 0.024

Lev 0.169 0.188 0.135 0.141 0.000 0.000 0.480 0.480 0.144 0.179 Lev 0.100 0.097 0.123 0.112 0.000 0.000 0.480 0.480 0.055 0.067

MTBV 1.302 2.165 1.028 1.898 0.396 0.396 7.845 7.845 1.026 1.494 MTBV 2.170 3.164 1.756 2.252 0.396 0.396 7.845 7.845 1.703 2.481

Prof 0.051 0.057 0.216 0.185 -1.033 -1.033 0.344 0.344 0.072 0.075 Prof 0.023 -0.046 0.328 0.362 -1.033 -1.033 0.344 0.344 0.098 0.065

PPE 0.244 0.258 0.199 0.201 0.008 0.008 0.683 0.683 0.216 0.231 PPE 0.134 0.133 0.150 0.133 0.008 0.008 0.627 0.647 0.065 0.079

Assets 4.896 4.852 0.746 0.759 2.938 2.696 7.525 7.338 4.874 4.905 Assets 5.016 4.908 0.945 0.921 3.319 2.826 7.954 7.882 4.899 4.758

HighLev HighFinDep

Cash 0.108 0.103 0.098 0.092 0.015 0.015 0.529 0.529 0.079 0.077 Cash 0.210 0.241 0.165 0.171 0.015 0.015 0.529 0.529 0.157 0.203

NetEquIss 0.017 0.034 0.058 0.074 -0.027 -0.027 0.378 0.378 0.000 0.005 NetEquIss 0.067 0.118 0.116 0.135 -0.027 -0.027 0.378 0.378 0.005 0.066

NetDebtIss 0.001 0.003 0.010 0.015 -0.016 -0.016 0.028 0.028 0.000 0.002 NetDebtIss 0.001 0.005 0.010 0.012 -0.016 -0.016 0.028 0.028 0.000 0.000

RD 0.015 0.018 0.035 0.039 0.000 0.000 0.142 0.142 0.000 0.000 RD 0.036 0.041 0.053 0.055 0.000 0.000 0.142 0.142 0.000 0.002

CapEx 0.041 0.053 0.031 0.038 0.003 0.003 0.129 0.129 0.034 0.043 CapEx 0.034 0.040 0.034 0.038 0.003 0.003 0.129 0.129 0.024 0.025

Lev 0.282 0.346 0.151 0.122 0.000 0.000 0.480 0.480 0.292 0.366 Lev 0.143 0.153 0.155 0.150 0.000 0.000 0.480 0.480 0.082 0.109

MTBV 1.979 2.626 1.769 2.048 0.396 0.396 7.845 7.845 1.353 2.034 MTBV 2.223 3.322 1.939 2.584 0.396 0.396 7.845 7.845 1.623 2.442

Prof 0.110 0.122 0.225 0.181 -1.033 -1.033 0.344 0.344 0.126 0.126 Prof -0.090 -0.197 0.412 0.448 -1.033 -1.033 0.344 0.344 0.052 0.000

PPE 0.283 0.308 0.220 0.220 0.008 0.008 0.683 0.683 0.229 0.277 PPE 0.156 0.158 0.186 0.176 0.008 0.008 0.683 0.683 0.069 0.080

Assets 5.614 5.531 1.091 1.074 2.829 2.826 8.376 8.258 5.598 5.449 Assets 4.704 4.591 0.945 0.923 2.829 2.630 7.918 7.821 4.529 4.461
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The previous table presents the descriptive statistics for the major dependent and control variables used in 

this study. These statistics lead me to the following observations for the treated company groups: 

Companies without cross listing show lower means and medians for cash holdings and net equity issuance 

than the control companies in the Euro crisis. Their adjustments in cash holdings and net equity issuance 

have been lower than for the control companies. The average net debt issuance showed lower declines and 

very similar ratios during the Euro crisis when compared with the control group. Companies without cross 

listing have been much smaller in the Euro crisis, spent less on R&D but adjusted the mean and median of 

these expenditures similar to the control group. Means for capital expenditures and leverage ratios are very 

close to the control group in the Euro crisis but have been reduced more strongly from the pre-crisis period 

on. 

Companies with high leverage exhibited lower means and medians for cash and net equity issuance in the 

Euro crisis than the control group. In both capital sources higher differences between the pre-crisis and 

Euro crisis period are found. The average net debt issuance showed lower declines and very similar ratios 

during the Euro crisis when compared with the control group. Highly levered companies were larger in the 

Euro crisis than the control group. While investing slightly less in R&D, this company group invested more 

in capital expenditures in the Euro crisis. Capital expenditures and leverage have been reduced much more 

from the pre-crisis to the Euro crisis period than for the control group.  

Companies with no leverage show higher cash and net equity issuance means and medians than the control 

group in the Euro crisis. Also, their reductions in both capital sources are stronger than for the control group 

in means and medians. Net debt issuance shows almost no decline and therewith strongly departs from the 

control group which reduced net debt issuance. In the Euro crisis companies without leverage are smaller 

on average. While R&D expenditures were higher in the Euro crisis, capital expenditures were close to the 

control group. Also, the differences in both strategic expenditures are close to the untreated peers. 

Corporations with high cash holdings issued shares of net equity and net debt close to the control group in 

the Euro crisis. Apart from much stronger reductions in cash holding mean and median from the pre-crisis 

period to the Euro crisis period, adjustments in net equity and net debt issuance were close to the control 

group. Companies with high cash holdings were smaller in means and medians than their untreated 

counterparts in the Euro crisis. They invested more in R&D and less in capital expenditures. Means and 

medians of their leverage ratio was much lower than for control companies in the Euro crisis. 

Highly financially dependent companies exhibited higher cash and net equity issuance means and medians 

than the control group in the Euro crisis period. From the pre-crisis to the Euro crisis this company group 

reduced both capital sources by more than the control group. Net debt issuance behaved very similar to the 

control group. Companies with high financial dependence were much smaller in the Euro crisis than their 

untreated peers. They invested more in R&D and similar amounts in capital expenditures like the control 
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group. In R&D they showed stronger reductions, while capital expenditure adjustments were close to the 

control group. Their leverage ratios were much lower than the control group in the Euro crisis. 

Appendix 5: Correlation matrix for regression variables 

This table presents the correlation among the dependent, independent and control variables. For all variable definitions and 

abbreviations see tables 1, 2 and 4. 

 

This table presents the correlation among the dependent, independent and control variables after having combined financial 

development, financial openness and bank concentration to the new variable financial sector (FinSector). For all variable definitions 

and abbreviations see tables 1, 2 and 4. 

 

 

 

 

MarketOr FinOp FinDev HHI Assets RD CapEx Lev MTBV Prof PPE GDP Infl

Dependent Variables

Cash 0.075       0.092 0.030  0.061 0.301- 0.342 0.098- 0.456- 0.280 0.308- 0.328- 0.069 0.044 

NetEquIss 0.262       0.186 0.142  0.308 0.471- 0.149 0.040- 0.194- 0.229 0.583- 0.199- 0.177 0.312 

NetDebtIss 0.045       0.026 0.033-  0.063 0.058 0.045- 0.125 0.196 0.105 0.013 0.028 0.149 0.114 

Independent Variables

MarketOr 1               

FinOp 0.781       1          

FinDev 0.806       0.709 1          

HHI 0.912       0.613 0.757  1          

Assets 0.230-       0.167- 0.177-  0.276- 1          

RD 0.006-       0.034 0.018-  0.042- 0.162- 1          

CapEx 0.016-       0.008- 0.051-  0.011- 0.141 0.122- 1          

Lev 0.176-       0.142- 0.165-  0.179- 0.304 0.156- 0.154 1          

MTBV 0.142       0.095 0.019  0.137 0.082- 0.195 0.012 0.099- 1          

Prof 0.130-       0.113- 0.083-  0.150- 0.394 0.216- 0.158 0.184 0.108- 1          

PPE 0.043       0.071 0.031  0.010 0.235 0.243- 0.627 0.312 0.182- 0.214 1          

GDP 0.138       0.088 0.445-  0.112 0.071- 0.023 0.075 0.010 0.196 0.070- 0.018 1          

Infl 0.626       0.298 0.359  0.836 0.263- 0.055- 0.024 0.121- 0.171 0.138- 0.019- 0.394 1          

MarketOr FinSector Assets RD CapEx Lev MTBV Prof PPE GDP Infl

Dependent Variables

Cash 0              0.068       0.301-  0.342 0.098- 0.456- 0.280 0.308- 0.328- 0.069 0.044 

NetEquIss 0.262     0               0.471-  0.149 0.040- 0.194- 0.229 0.583- 0.199- 0.177 0.312 

NetDebtIss 0.045     0.021       0          0.045- 0.125 0.196 0.105 0.013 0.028 0.149 0.114 

Independent Variables

MarketOr 1              

FinSector 0.934     1               

Assets 0.230-     0.232-       1          

RD 0-              0.010-       0.162-  1          

CapEx 0.016-     0-               0.141  0.122- 1          

Lev 0.176-     0.182-       0          0.156- 0.154 1          

MTBV 0.142     0.094       0.082-  0          0.012 0.099- 1          

Prof 0.130-     0.129-       0.394  0.216- 0          0.184 -0.108 1          

PPE 0.043     0.042       0.235  0.243- 0.627 0          -0.182 0.2135 1          

GDP 0.138     0.091-       0.071-  0.023 0.075 0.010 0.1958 -0.07 0.018 1          

Infl 0.626     0.558       0.263-  0.055- 0.024 0.121- 0.1709 -0.138 -0.019 0.3937 1          
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Appendix 6: Difference-in-Differences regression results and average treatment effect estimations for all firms including all variables 
This table presents the difference-in-differences (DID) regression results and average treatment effects on the treated (ATET) for differences in cash holdings, net equity issuance and net debt issuance from the pre-crisis 

to the Euro crisis period. For each treated company group the results are presented separately. The last row shows whether the treatment effect estimated by DID (in the coefficient for Treatment_Crisis) and ATET 

confirms the first hypothesis. The first hypothesis requires a higher difference in the capital sources than for the control group for companies with no cross listing (Nocrossl), companies with high leverage (HighLev) and 

companies with high financial dependence (HighFinDep). For companies with no leverage (NoLev) or high cash holdings (HighCash) it requires a lower difference in the capital sources than for the control group. StEr 

stands for heteroscedasticity-robust standard errors. AI robust StEr represents Abadie-Imbens bias-corrected standard errors. ***/**/* stand for significance on the 1%/5%/10% level.  

Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.013 0.018*** -0.002*** 0.014 0.020*** -0.002*** 0.011 0.020*** -0.002** 0.023*** 0.019*** -0.002*** 0.016* 0.023*** -0.002**

StEr 0.009 0.004 0.001 0.010 0.005 0.001 0.009 0.004 0.001 0.008 0.005 0.001 0.009 0.005 0.001

Treatment -0.023*** -0.035*** -0.001 0.016** -0.001 -0.006*** 0.091*** 0.025** 0.001 0.089*** -0.018*** 0.001 0.028*** 0.009 0.001

StEr 0.008 0.005 0.001 0.008 0.006 0.001 0.015 0.013 0.001 0.010 0.007 0.001 0.009 0.007 0.001

Treatment_Crisis 0.003 0.013** 0.002 -0.004 0.005 0.003** -0.030 -0.010 0.002 -0.028** 0.004 0.000 -0.010 -0.013 0.000

StEr 0.011 0.006 0.001 0.010 0.006 0.001 0.021 0.016 0.002 0.014 0.008 0.001 0.013 0.009 0.001

Assets -0.014*** -0.026*** 0.000* -0.012*** -0.023*** 0.000 -0.011*** -0.023*** 0.000** -0.010*** -0.023*** 0.000* -0.011*** -0.023*** 0.000**

StEr 0.002 0.002 0.000 0.002 0.002 0.000 0.002 0.002 0.000 0.002 0.002 0.000 0.002 0.002 0.000

RD 0.609*** -0.053 -0.010* 0.621*** -0.031 -0.007 0.610*** -0.036 -0.010* 0.503*** -0.005 -0.011* 0.602*** -0.034 -0.010*

StEr 0.070 0.050 0.006 0.070 0.050 0.005 0.069 0.049 0.006 0.070 0.049 0.006 0.070 0.049 0.006

CapEx 0.467*** 0.357*** 0.051*** 0.483*** 0.375*** 0.051*** 0.455*** 0.366*** 0.051*** 0.471*** 0.375*** 0.051*** 0.463*** 0.372*** 0.051***

StEr 0.088 0.070 0.008 0.088 0.071 0.008 0.085 0.070 0.008 0.086 0.070 0.008 0.087 0.071 0.008

Lev -0.314*** 0.006 0.016*** -0.333*** 0.003 0.023*** -0.296*** 0.009 0.017*** -0.283*** -0.003 0.016*** -0.318*** 0.003 0.016***

StEr 0.017 0.011 0.002 0.020 0.014 0.002 0.017 0.012 0.002 0.017 0.012 0.002 0.017 0.012 0.002

MTBV 0.011*** 0.005*** 0.000*** 0.012*** 0.006*** 0.000*** 0.011*** 0.006*** 0.000*** 0.011*** 0.006*** 0.000*** 0.011*** 0.006*** 0.000***

StEr 0.001 0.001 0.000 0.001 0.001 0.000 0.001 0.001 0.000 0.001 0.001 0.000 0.001 0.001 0.000

Prof -0.063*** -0.152*** -0.001 -0.066*** -0.155*** 0.000 -0.058*** -0.153*** -0.001 -0.068*** -0.155*** -0.001 -0.060*** -0.154*** -0.001

StEr 0.010 0.008 0.001 0.010 0.008 0.001 0.010 0.008 0.001 0.010 0.008 0.001 0.010 0.008 0.001

PPE -0.120*** -0.051*** -0.008*** -0.127*** -0.057*** -0.007*** -0.124*** -0.056*** -0.008*** -0.113*** -0.059*** -0.008*** -0.122*** -0.057*** -0.008***

StEr 0.014 0.011 0.001 0.014 0.011 0.001 0.014 0.011 0.001 0.014 0.011 0.001 0.014 0.011 0.001

GDP 0.924*** 0.996*** -0.001 0.917*** 0.990*** 0.000 0.826** 0.965*** 0.008 1.033*** 0.976*** 0.001 0.956*** 1.017*** 0.002

StEr 0.352 0.218 0.033 0.354 0.221 0.033 0.356 0.223 0.034 0.331 0.221 0.034 0.352 0.224 0.034

Infl -1.517*** 1.868*** 0.128*** -1.482*** 1.925*** 0.135*** -1.662*** 1.872*** 0.120*** -1.083*** 1.843*** 0.130*** -1.327*** 1.937*** 0.131***

StEr 0.312 0.153 0.030 0.313 0.156 0.029 0.312 0.156 0.030 0.294 0.155 0.030 0.312 0.156 0.030

Constant 0.276*** 0.116*** -0.004*** 0.260*** 0.095*** -0.005*** 0.253*** 0.093*** -0.005*** 0.219*** 0.102*** -0.005*** 0.243*** 0.091*** -0.005***

StEr 0.018 0.011 0.002 0.018 0.010 0.002 0.018 0.010 0.002 0.016 0.011 0.002 0.018 0.011 0.002

Observations 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642 2642

R-squared 0.379 0.481 0.097 0.377 0.470 0.121 0.393 0.472 0.098 0.413 0.338 0.097 0.380 0.471 0.097

ATET 0.000 0.006 0.001 0.005 -0.001 0.005*** 0.023 0.019 0.002 -0.033** 0.009 -0.003* 0.006 0.001 -0.004*

AI robust StEr 0.010 0.008 0.002 0.008 0.008 0.002 0.021 0.016 0.003 0.013 0.011 0.002 0.012 0.011 0.002

H1 confirmed? No Yes No No No Yes No No No Yes No Yes No No No

Nocrossl HighLev NoLev HighCash HighFinDep
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Appendix 7: Difference-in-Differences regression results and average treatment effect estimations 

for country subsamples including all variables 

The following tables present the difference-in-differences (DID) regression results and average treatment effects on the treated 

(ATET) for differences in cash holdings, net equity issuance and net debt issuance from the pre-crisis to the Euro crisis period. 

For each treated company group the results are presented in a separate table and for all country subsamples. In each table the last 

row shows whether the treatment effect estimated by DID and ATET confirms the first hypothesis. The first hypothesis requires a 

higher difference in the capital sources than for the control group for companies with no cross listing (Nocrossl), companies with 

high leverage (HighLev) and companies with high financial dependence (HighFinDep). For companies with no leverage (NoLev) 

or high cash holdings (HighCash) it requires a lower difference in the capital sources than for the control group. StEr stands for 

heteroscedasticity-robust standard errors. AI robust StEr represents Abadie-Imbens bias-corrected standard errors. ***/**/* stand 

for significance on the 1%/5%/10% level.  

 

Cash NetEquIssNetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.013 -0.002 0.002 0.010 -0.008** -0.003*** 0.003 -0.010*** -0.005*** -0.011* -0.023*** -0.003***

StEr 0.016 0.005 0.002 0.011 0.003 0.001 0.010 0.003 0.001 0.006 0.005 0.001

Nocrossl 0.003 -0.009 0.000 -0.080* -0.021** 0.000 -0.009 -0.016*** -0.001 -0.028** -0.037*** -0.001

StEr 0.024 0.008 0.003 0.045 0.009 0.006 0.012 0.004 0.001 0.012 0.008 0.001

Nocrossl_cr -0.023 -0.001 -0.001 0.045 0.028** -0.006 -0.001 0.007 0.002 0.014 0.008 0.002

StEr 0.038 0.014 0.004 0.049 0.014 0.007 0.016 0.005 0.002 0.016 0.010 0.002

Assets 0.008 -0.001 0.000 -0.022*** -0.003** 0.000 -0.008* -0.008*** 0.000 -0.018*** -0.039*** 0.001**

StEr 0.011 0.005 0.001 0.005 0.001 0.001 0.004 0.002 0.000 0.003 0.003 0.000

RD 0.778*** 0.038 -0.054*** 0.386** 0.074 -0.002 0.415*** 0.083 -0.022* 0.705*** -0.141* -0.001

StEr 0.232 0.083 0.020 0.174 0.055 0.015 0.136 0.055 0.013 0.096 0.078 0.007

CapEx -0.200 0.400 0.124*** 0.476* 0.007 0.031 0.034 0.234*** 0.077*** 0.634*** 0.402*** 0.049***

StEr 0.375 0.268 0.037 0.246 0.064 0.025 0.145 0.071 0.019 0.116 0.098 0.010

Lev -0.330*** -0.012 0.005 -0.380*** 0.033*** 0.016*** -0.265*** 0.043*** 0.013*** -0.302*** -0.008 0.020***

StEr 0.060 0.028 0.007 0.043 0.011 0.005 0.029 0.010 0.004 0.024 0.018 0.003

MTBV 0.015** 0.002 0.000 0.014*** 0.001 0.001** 0.004 0.001 0.000 0.012*** 0.007*** 0.000**

StEr 0.006 0.002 0.001 0.005 0.002 0.000 0.003 0.001 0.000 0.002 0.001 0.000

Prof -0.071-0.163*** -0.001 0.000 -0.020 0.003 0.009 -0.072* -0.002 -0.067*** -0.153*** -0.001

StEr 0.063 0.043 0.005 0.049 0.014 0.004 0.053 0.037 0.004 0.011 0.009 0.001

PPE -0.099 0.014 -0.013** -0.170*** -0.017 -0.011** -0.066** -0.031** -0.013*** -0.128*** -0.059*** -0.007***

StEr 0.066 0.023 0.006 0.043 0.011 0.005 0.028 0.012 0.003 0.019 0.015 0.002

Constant 0.160** 0.005 -0.002 0.342*** 0.024** -0.001 0.232*** 0.056* 0.001 0.267*** 0.266*** -0.002

StEr 0.063 0.024 0.007 0.037 0.010 0.003 0.029 0.010 0.003 0.018 0.016 0.002

Observations 202 202 202 396 396 396 534 534 534 1510 1510 1510

R-squared 0.365 0.531 0.091 0.416 0.072 0.107 0.254 0.255 0.137 0.410 0.491 0.111

ATET -0.047* -0.006 -0.017** 0.008 0.011 -0.022* -0.002 0.015** 0.001 0.010 0.001 0.003

AI robust StEr 0.028 0.016 0.008 0.013 0.016 0.013 0.013 0.007 0.003 0.014 0.013 0.003

H1 confirmed? No No No No Yes No No Yes No No No No

Switzerland Germany France United Kingdom
Nocrossl
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Cash NetEquIssNetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.017 0.001 0.000 0.010 -0.008** -0.004*** 0.005 -0.006** -0.004*** -0.009 -0.023*** -0.003***

StEr 0.015 0.005 0.002 0.013 0.003 0.001 0.009 0.003 0.001 0.007 0.006 0.001

HighLev 0.046* 0.000 -0.006* 0.006 0.000 -0.007*** 0.028** 0.009 -0.005** 0.011 -0.007 -0.006***

StEr 0.025 0.009 0.003 0.018 0.006 0.003 0.013 0.006 0.002 0.011 0.009 0.001

HighLev_Cr -0.048 -0.017 0.007* 0.004 0.001 0.004 -0.012 -0.004 0.001 0.001 0.011 0.002

StEr 0.036 0.011 0.004 0.023 0.007 0.003 0.016 0.007 0.002 0.014 0.011 0.002

Assets 0.012 0.001 0.000 -0.022*** -0.003** 0.000 -0.005 -0.005** 0.000 -0.016*** -0.036*** 0.001**

StEr 0.009 0.004 0.001 0.005 0.001 0.001 0.004 0.002 0.000 0.003 0.003 0.000

RD 0.751*** 0.065 -0.051** 0.399** 0.076 -0.003 0.411*** 0.105* -0.017 0.711*** -0.127 0.000

StEr 0.229 0.086 0.020 0.173 0.055 0.015 0.138 0.056 0.012 0.096 0.077 0.007

CapEx -0.248 0.412 0.126*** 0.444* -0.003 0.037 0.044 0.235*** 0.074*** 0.663*** 0.442*** 0.046***

StEr 0.362 0.261 0.038 0.246 0.064 0.025 0.148 0.073 0.019 0.115 0.098 0.010

Lev -0.369*** -0.006 0.009 -0.391*** 0.033** 0.023*** -0.299*** 0.032** 0.019*** -0.314*** -0.002 0.027***

StEr 0.068 0.033 0.007 0.050 0.014 0.005 0.034 0.014 0.004 0.028 0.021 0.003

MTBV 0.015** 0.002 0.000 0.014*** 0.001 0.001** 0.004 0.001 0.000 0.012*** 0.008*** 0.000***

StEr 0.006 0.002 0.001 0.005 0.002 0.000 0.003 0.001 0.000 0.002 0.001 0.000

Prof -0.076-0.162*** -0.001 0.008 -0.018 0.003 0.002 -0.072* -0.001 -0.071*** -0.156*** -0.001

StEr 0.066 0.043 0.004 0.047 0.014 0.004 0.052 0.038 0.004 0.011 0.009 0.001

PPE -0.101 0.012 -0.014** -0.175*** -0.016 -0.011** -0.078*** -0.039*** -0.012*** -0.134*** -0.068*** -0.006***

StEr 0.065 0.021 0.006 0.043 0.011 0.005 0.028 0.012 0.003 0.018 0.015 0.002

Constant 0.137** -0.007 -0.001 0.340*** 0.024** 0.000 0.215*** 0.033*** 0.001 0.256*** 0.248*** -0.003*

StEr 0.055 0.020 0.006 0.037 0.010 0.003 0.027 0.009 0.002 0.017 0.015 0.002

Observations 202 202 202 396 396 396 534 534 534 1510 1510 1510

R-squared 0.372 0.536 0.109 0.413 0.068 0.133 0.258 0.233 0.157 0.408 0.484 0.137

ATET -0.009 0.003 0.007 -0.007 0.014 0.008** 0.010 -0.015** 0.002 0.008 0.002 0.004

AI robust StEr 0.028 0.016 0.006 0.019 0.010 0.003 0.014 0.007 0.003 0.012 0.012 0.003

H1 confirmed? No No Yes No No Yes No No No No No No

Switzerland Germany France United Kingdom
HighLev

Cash NetEquIssNetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.007 -0.003 0.002 0.011 -0.008** -0.004*** -0.006 -0.020*** -0.003***

StEr 0.014 0.005 0.002 0.011 0.003 0.001 0.006 0.005 0.001

NoLev 0.002 0.027 0.011* 0.109 -0.009 -0.001 0.089*** 0.017 0.000

StEr 0.103 0.020 0.006 0.068 0.007 0.001 0.015 0.014 0.001

NoLev_Cr 0.047 0.022 -0.015* -0.032 0.004 0.007 -0.033 -0.009 0.003*

StEr 0.134 0.025 0.009 0.092 0.007 0.004 0.021 0.018 0.002

Assets 0.011 0.003 0.000 -0.021*** -0.003** 0.000 -0.015*** -0.036*** 0.001**

StEr 0.009 0.003 0.001 0.005 0.001 0.001 0.003 0.003 0.000

RD 0.786*** 0.054 -0.051*** 0.396** 0.076 -0.002 0.681*** -0.134* -0.002

StEr 0.228 0.077 0.019 0.172 0.055 0.014 0.094 0.078 0.007

CapEx -0.167 0.470* 0.124*** 0.395 0.000 0.029 0.623*** 0.435*** 0.048***

StEr 0.361 0.263 0.038 0.244 0.064 0.025 0.110 0.098 0.010

Lev -0.330*** -0.011 0.006*** -0.367*** 0.032*** 0.016*** -0.275*** -0.001 0.021***

StEr 0.059 0.028 0.007 0.043 0.011 0.005 0.024 0.019 0.003

MTBV 0.014** 0.002 0.000 0.014*** 0.001 0.001** 0.012*** 0.008*** 0.000**

StEr 0.006 0.002 0.001 0.005 0.002 0.000 0.002 0.001 0.000

Prof -0.067-0.159*** -0.001 0.004 -0.018 0.003 -0.064*** -0.156*** -0.001

StEr 0.063 0.044 0.003 0.047 0.014 0.003 0.011 0.009 0.001

PPE -0.105 0.004 -0.014** -0.164*** -0.017 -0.011** -0.131*** -0.067*** -0.007***

StEr 0.067 0.021 0.006 0.043 0.011 0.005 0.018 0.015 0.002

Constant 0.143** -0.018 -0.003 0.325*** 0.025*** -0.001 0.239*** 0.244*** -0.003*

StEr 0.057 0.015 0.006 0.037 0.010 0.003 0.017 0.015 0.002

Observations 202 202 202 396 396 396 1510 1510 1510

R-squared 0.365 0.543 0.105 0.424 0.070 0.109 0.428 0.484 0.113

ATET 0.008 0.119 -0.033*** -0.117 -0.933 0.016 -0.025 0.034* 0.002

AI robust StEr 0.069 0.099 0.006 0.795 0.817 0.024 0.022 0.018 0.003

H1 confirmed? No No yes No No No No No No

Switzerland Germany United Kingdom
NoLev
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Cash NetEquIssNetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.014*** -0.008 0.003* 0.029*** -0.004 -0.003*** 0.008 -0.005* -0.004*** -0.009 -0.023*** -0.003***

StEr 0.013 0.005 0.002 0.009 0.003 0.001 0.007 0.003 0.001 0.006 0.005 0.001

HighCash 0.080** -0.004 0.006* 0.200*** 0.018* 0.003 0.122*** 0.008 -0.001 0.049*** -0.024* 0.000

StEr 0.033 0.007 0.003 0.023 0.010 0.002 0.018 0.007 0.002 0.014 0.011 0.001

HighCash_Cr -0.017 0.028** -0.008* -0.106*** -0.020* -0.001 -0.038 -0.012 0.002 0.004 0.012 0.001

StEr 0.045 0.012 0.004 0.031 0.011 0.003 0.025 0.008 0.002 0.020 0.014 0.001

Assets 0.006 0.001 0.000 -0.007 -0.002 0.000 -0.002 -0.005*** 0.000 -0.015*** -0.036*** 0.001**

StEr 0.010 0.003 0.001 0.005 0.001 0.001 0.004 0.002 0.000 0.003 0.003 0.000

RD 0.638*** 0.024 -0.057*** 0.411*** 0.081 -0.002 0.228* 0.107* -0.021 0.617*** -0.093 -0.002

StEr 0.236 0.076 0.018 0.158 0.054 0.015 0.123 0.056 0.013 0.097 0.077 0.008

CapEx -0.242 0.393* 0.124*** 0.387* 0.002 0.031 0.015 0.234*** 0.076*** 0.650*** 0.444*** 0.048***

StEr 0.381 0.238 0.037 0.210 0.064 0.025 0.133 0.072 0.019 0.113 0.097 0.010

Lev -0.312*** -0.011 0.006 -0.304*** 0.039*** 0.017*** -0.170*** 0.044*** 0.012*** -0.286*** -0.010 0.020***

StEr 0.057 0.026 0.007 0.038 0.012 0.005 0.026 0.010 0.004 0.024 0.019 0.003

MTBV 0.015*** 0.002 0.000 0.009** 0.001 0.001* 0.002 0.001 0.000 0.012*** 0.008*** 0.000**

StEr 0.006 0.002 0.001 0.004 0.002 0.000 0.003 0.001 0.000 0.002 0.001 0.000

Prof -0.082-0.164*** -0.002 0.050 -0.016 0.004 0.016 -0.067* -0.003 -0.071*** -0.156*** -0.001

StEr 0.066 0.041 0.005 0.037 0.014 0.003 0.047 0.036 0.004 0.011 0.009 0.001

PPE -0.074 0.013 -0.012** -0.106*** -0.014 -0.011** -0.069*** -0.038*** -0.013*** -0.128*** -0.069*** -0.007***

StEr 0.062 0.020 0.006 0.041 0.011 0.005 0.025 0.012 0.003 0.018 0.015 0.002

Constant 0.150** -0.004 -0.004 0.197*** 0.014* -0.003 0.164*** 0.032*** 0.001 0.243*** 0.251*** -0.003*

StEr 0.060 0.017 0.006 0.032 0.008 0.003 0.023 0.010 0.003 0.017 0.015 0.002

Observations 202 202 202 396 396 396 534 534 534 1510 1510 1510

R-squared 0.409 0.545 0.111 0.565 0.093 0.110 0.388 0.233 0.137 0.420 0.486 0.110

ATET -0.060 0.036* -0.010* -0.076** -0.024* -0.006 -0.061*** -0.003 -0.011** -0.023 0.019 0.000

AI robust StEr 0.038 0.020 0.006 0.032 0.014 0.008 0.018 0.011 0.005 0.018 0.018 0.003

H1 confirmed? No No Yes Yes Yes No Yes No Yes No No No

Switzerland Germany France United Kingdom
HighCash

Cash NetEquIssNetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss Cash NetEquIss NetDebtIss

Crisis 0.003 -0.001 0.003* 0.020* -0.005 -0.004*** 0.004 -0.004 -0.004*** -0.009 -0.019*** -0.003***

StEr 0.015 0.004 0.002 0.011 0.003 0.001 0.009 0.002 0.001 0.006 0.005 0.001

HighFinDep -0.004 0.032** 0.008** 0.078*** 0.012 0.002 0.022 0.020*** 0.001 0.020 0.003 0.000

StEr 0.030 0.015 0.003 0.022 0.008 0.002 0.015 0.007 0.002 0.014 0.012 0.001

HIghFinDep_Cr 0.031 -0.009 -0.008* -0.051 -0.013 0.001 -0.009 -0.020** 0.001 -0.003 -0.009 0.000

StEr 0.041 0.019 0.004 0.032 0.009 0.003 0.021 0.009 0.002 0.019 0.015 0.002

Assets 0.010 0.003 0.001 -0.016*** -0.002 0.000 -0.005 -0.005*** 0.000 -0.014*** -0.037*** 0.001**

StEr 0.009 0.003 0.001 0.006 0.002 0.001 0.004 0.002 0.000 0.003 0.003 0.000

RD 0.754*** -0.022 -0.064*** 0.335** 0.070 -0.004 0.426*** 0.109* -0.023* 0.689*** -0.128* -0.001

StEr 0.228 0.083 0.020 0.165 0.053 0.015 0.138 0.056 0.012 0.097 0.078 0.007

CapEx -0.260 0.391 0.127*** 0.446* 0.000 0.031 -0.005 0.203*** 0.074*** 0.646*** 0.443*** 0.048***

StEr 0.362 0.254 0.039 0.238 0.062 0.025 0.148 0.068 0.019 0.114 0.097 0.010

Lev -0.329*** -0.010 0.006 -0.378*** 0.034*** 0.016*** -0.268*** 0.041*** 0.013*** -0.303*** -0.005 0.020***

StEr 0.060 0.026 0.007 0.042 0.011 0.005 0.029 0.010 0.004 0.024 0.018 0.003

MTBV 0.015*** 0.003 0.000 0.013*** 0.001 0.001* 0.003 0.001 0.000 0.012*** 0.008*** 0.000**

StEr 0.006 0.002 0.001 0.005 0.002 0.000 0.003 0.001 0.000 0.002 0.001 0.000

Prof -0.065-0.151*** 0.001 0.027 -0.016 0.004 0.021 -0.064* -0.002 -0.066*** -0.156*** -0.001

StEr 0.065 0.041 0.004 0.043 0.014 0.003 0.052 0.035 0.004 0.011 0.009 0.001

PPE -0.100 -0.004 -0.017*** -0.162*** -0.015 -0.011** -0.074*** -0.038*** -0.014*** -0.129*** -0.068*** -0.007***

StEr 0.067 0.019 0.006 0.043 0.011 0.005 0.028 0.012 0.003 0.018 0.015 0.002

Constant 0.147*** -0.018 -0.004 0.291*** 0.018 -0.002 0.213*** 0.031*** 0.001 0.244*** 0.248*** -0.003*

StEr 0.056 0.019 0.006 0.038 0.011 0.003 0.027 0.009 0.002 0.018 0.016 0.002

Observations 202 202 202 396 396 396 534 534 534 1510 1510 1510

R-squared 0.366 0.567 0.126 0.436 0.080 0.110 0.257 0.254 0.139 0.409 0.484 0.110

ATET 0.056 -0.024 -0.004 0.018 -0.011 0.003 -0.017 -0.022** -0.002 -0.008 0.010 -0.004

AI robust StEr 0.039 0.022 0.007 0.031 0.010 0.004 0.016 0.009 0.003 0.019 0.019 0.003

H1 confirmed? No No No No No No No No No No No No

Switzerland Germany France United Kingdom
HighFinDep
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Appendix 8: Additional average treatment effect estimation on research and development 

expenditures and capital expenditures 

This table shows average treatment effect estimations on the treated (ATET) for the differences in research and development (R&D) 

and capital expenditures (CapEx). Coeff stands for coefficient estimate, AI robust StErr stands for Abadie-Imbens robust standard 

error. The null hypothesis is no significant difference between the treated company groups and the control groups. ***/**/* stand 

for significance at the 1%/5%/10% level. The ATETs are estimated across all treated company groups. For company group 

definitions and variable definitions see part 3.2.3 and 3.2.4  

 

  

coeff

AI robust 

StErr coeff

AI robust 

StErr coeff

AI robust 

StErr coeff

AI robust 

StErr coeff

AI robust 

StErr

Nocrossl

R&D 0.000 0.002 0.018* 0.011 0.003 0.004 0.000 0.003 -0.003 0.002

CapEx -0.007*** 0.002 -0.004 0.007 -0.022 0.020 -0.002 0.004 -0.004 0.004

Highlev

R&D 0.000 0.002 -0.009 0.005 -0.002 0.003 0.003 0.004 0.001 0.002

CapEx -0.004 0.003 -0.002 0.009 -0.018** 0.009 -0.001 0.006 -0.003 0.004

Nolev

R&D -0.004 0.004 -0.010 0.020 -0.058 0.127 N/A N/A 0.001 0.004

CapEx -0.005 0.005 -0.034*** 0.009 0.009 0.038 N/A N/A -0.003 0.005

HighCash

R&D -0.006** 0.003 0.001 0.007 -0.007 0.005 -0.001 0.004 -0.009* 0.003

CapEx 0.002 0.003 0.015*** 0.005 -0.007 0.006 -0.006 0.005 0.002 0.004

HighFinDep

R&D -0.002 0.002 -0.001 0.006 -0.003 0.005 0.003 0.003 -0.006 0.004

CapEx -0.002 0.003 -0.006 0.008 -0.009* 0.005 -0.009 0.005 0.002 0.004

All firms Switzerland Germany France United Kingdom
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Appendix 9: Regressions with capital market variables 

This table presents the regression results for the effect of differences in the financial sector variable, market orientation and control 

variables on differences in the alternative capital sources between the pre-crisis and the Euro crisis period. The differences in 

alternative capital sources include differences in the ratio of cash holdings to total assets (column 1), differences in the ratio of net 

equity issuance to total assets (column 2) and differences in the ratio of net debt issuance to total assets (column 3). StEr stands for 

heteroscedasticity-robust standard errors. ***/**/* stand for significance on the 1%/5%/10% level. 

 

 

 

 

 

 

 

 

 

 

(1) (2) (3)

CashDiff NetEquIssDiff NetDebtIssDiff

FinSectorDiff 11.631*** -11.273** 0.449**

StEr 2.516 4.562 0.194

MarketOr 0.429*** -0.411** 0.021***

StEr 0.092 0.167 0.007

AssetsDiff -0.042*** -0.048*** 0.001

StEr 0.012 0.010 0.002

RDDiff 0.047 -0.155 -0.046

StEr 0.225 0.192 0.031

CapExDiff 0.125 0.375*** 0.117***

StEr 0.100 0.091 0.020

LevDiff -0.209*** 0.018 0.010

StEr 0.028 0.025 0.006

MTBVDiff 0.003** 0.003* 0.001***

StEr 0.001 0.001 0.000

ProfDiff -0.045*** -0.102*** -0.001

StEr 0.016 0.016 0.002

PPEDiff -0.330*** -0.125*** -0.030***

StEr 0.039 0.032 0.008

GDPDiff 249.313*** -239.358** 9.712**

StEr 53.659 97.384 4.124

InflDiff 33.197*** -34.652*** 1.148**

StEr 7.371 13.467 0.545

Constant 2.560*** -2.464** 0.095**

StEr 0.550 1.000 0.042

Observations 1,321 1,321 1,321

R-squared 0.184 0.189 0.058


