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Table 1. Magnitude of Gross Flows
Variable Period POS NEG SUM NET EXC
Total credit 81-12 14.177 7.246 21.423 6.930 13.216

81-96 13.730 4.157 17.887 9.573 8.314
93-96 13.768 3.491 17.258 10.277 6.981
99-04 11.189 13.856 25.045 -2.668 22.070
99-12 13.840 10.855 24.696 2.985 18.986
Chow test 0.196 2.315 1.899 2.570 3.983
Rank sum 0.748 -4.448 -4.115 2.827 -4.448

Long-term credit 81-12 18.255 11.090 29.346 7.165 20.222
81-96 17.754 8.087 25.841 9.667 15.929
93-96 17.051 6.395 23.446 10.655 12.790
99-04 15.791 18.343 34.134 -2.552 28.292
99-12 17.979 14.709 32.688 3.269 25.501
Chow test 0.050 6.160 1.099 3.429 6.110
Rank sum 0.042 -3.575 -3.035 2.245 -3.326

Loans 81-12 18.946 12.682 31.628 6.263 22.000
81-96 16.481 8.185 24.666 8.296 15.477
93-96 17.089 7.344 24.433 9.745 14.688
99-04 16.547 22.497 39.045 -5.950 31.652
99-12 20.639 18.090 38.730 2.549 29.954
Chow test -2.536 -3.908 -4.656 1.538 -4.282
Rank sum -2.536 -3.908 -4.656 1.538 -4.282

Bonds 81-12 22.066 11.718 33.784 10.349 21.040
81-96 25.146 9.501 34.648 15.645 18.912
93-96 19.737 5.224 24.961 14.513 10.448
99-04 16.413 18.108 34.521 -1.695 25.691
99-12 18.238 14.549 32.787 3.688 24.086
Chow test 3.184 2.262 0.648 3.961 1.239
Rank sum 2.993 -2.702 0.831 3.118 -1.912

Notes: reports the average flows of total credit, long-term credit, loans, and bonds.
The period 1981 to 1996 and the period 1999 to 2012 reflect the pre-crisis period and the post-
crisis one, respectively.
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Table 2. Flows due to Large Changes
Variable Period POSbig NEGbig SUMbig NETbig EXCbig
Total credit 81-12 11.507 5.250 16.757 6.257 9.676

(80.006) (66.988) (76.800) (76.940) (67.939)
81-96 10.693 2.304 12.997 8.389 4.608

(77.166) (55.325) (72.093) (88.193) (55.325)
93-96 10.331 1.957 12.288 8.374 3.914

(73.809) (57.379) (70.195) (81.541) (57.379)
99-04 9.258 11.233 20.492 -1.975 18.300

(82.358) (79.545) (80.765) (56.968) (82.564)
99-12 11.674 8.533 20.206 3.141 15.235

(81.945) (79.325) (80.942) (67.035) (80.759)
Long-term credit 81-12 16.160 9.122 25.282 7.038 16.585

(87.571) (78.894) (85.090) (91.838) (79.082)
81-96 15.496 5.959 21.455 9.536 11.700

(86.459) (71.228) (82.116) (99.966) (71.244)
93-96 14.395 4.608 19.003 9.786 9.217

(83.934) (72.411) (80.742) (91.977) (72.411)
99-04 13.791 16.601 30.392 -2.810 24.934

(88.774) (87.471) (88.055) (84.874) (88.432)
99-12 15.984 12.816 28.800 3.168 22.088

(88.134) (86.696) (87.648) (81.108) (87.108)
Loans 81-12 16.968 10.794 27.763 6.174 18.536

(88.670) (80.229) (86.507) (91.866) (80.227)
81-96 14.134 6.078 20.211 8.056 11.418

(85.357) (71.650) (81.648) (84.919) (71.661)
93-96 14.475 5.218 19.693 9.257 10.436

(84.277) (70.030) (80.470) (117.097) (70.030)
99-04 15.735 20.630 36.365 -4.895 30.042

(91.551) (91.511) (91.508) (88.066) (91.830)
99-12 19.589 16.082 35.672 3.507 27.357

(91.992) (89.885) (91.352) (99.250) (90.021)
Bonds 81-12 19.920 10.109 30.028 9.811 17.714

(88.347) (82.598) (87.785) (100.028) (81.116)
81-96 23.070 7.872 30.942 15.198 15.635

(90.645) (78.196) (88.121) (93.594) (78.145)
93-96 17.171 3.296 20.467 13.875 6.592

(87.159) (64.246) (81.943) (97.441) (64.246)
99-04 11.342 17.832 29.173 -6.490 22.684

(83.337) (91.537) (88.471) (141.954) (83.337)
99-12 14.744 13.207 27.951 1.536 20.817

(84.813) (87.543) (86.678) (107.728) (84.214)

Notes: This table reports the average flows due to large changes. Numbers in parentheses indicate
the shares of total flows due to large changes. The period 1981 to 1996 and the period 1999 to 2012
reflect the pre-crisis period and the post-crisis one, respectively.
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Table 4. Volatility and Unconditional Correlation
Panel A: Volatility

Total Credit Loans Bonds
POS NEG SUM NET EXC POS NEG SUM NET EXC POS NEG SUM NET EXC

s.d. s.d. s.d.
81-12 4.499 4.345 4.850 7.397 6.602 6.126 7.067 7.918 10.594 9.573 8.306 5.807 7.698 12.089 9.699
81-96 2.387 1.208 2.074 3.164 2.416 3.916 4.074 3.205 7.321 6.120 7.454 5.461 8.230 10.151 10.699
99-12 5.406 3.807 4.364 8.271 4.835 6.372 5.761 4.118 11.429 5.565 6.560 5.036 6.921 9.428 8.027

s.d. of H.P filtered flow s.d. of H.P filtered flow s.d. of H.P filtered flow
81-12 3.587 1.921 2.710 5.076 3.122 4.440 3.955 2.954 7.873 5.125 5.730 3.247 5.045 7.830 6.739
81-96 2.065 1.085 1.799 2.765 2.038 3.376 3.467 2.896 6.201 5.078 5.993 3.798 4.699 8.866 7.367
99-12 4.095 2.237 3.383 5.666 3.445 4.312 3.818 3.155 7.510 4.880 4.868 2.655 5.195 5.874 6.523

s.d./mean*100 s.d./mean*100 s.d./mean*100
81-12 31.733 59.964 22.639 106.733 49.957 32.333 55.722 25.035 169.149 43.514 37.640 49.557 22.787 116.818 46.100
81-96 17.385 29.058 11.594 33.053 29.058 23.758 49.781 12.995 88.239 39.541 29.642 57.475 23.753 64.882 56.575
99-12 39.266 109.079 25.284 80.475 69.266 37.284 78.445 16.853 117.279 37.888 33.237 96.399 27.729 64.958 76.830
Panel B: Unconditional correlation of credit flows with GDP growth rate

1981-2012 1981-1996 1999-2012
t-2 t-1 t t+1 t+2 t-2 t-1 t t+1 t+2 t-2 t-1 t t+1 t+2

Panel B-1: Total credit
POS 0.005 0.298 0.173 -0.695* 0.185 -0.010 0.044 0.219 -0.320 -0.168 -0.068 0.413 -0.079 -0.668* 0.362
NEG 0.248 -0.364* -0.202 0.518* -0.029 0.134 -0.250 -0.170 -0.205 0.597* 0.426 -0.449 0.102 0.460 -0.444
SUM 0.183 0.137 0.086 -0.552* 0.225 0.069 -0.100 0.149 -0.491 0.168 0.199 0.203 -0.028 -0.504 0.142
NET -0.090 0.349 0.198 -0.687* 0.142 -0.060 0.131 0.230 -0.159 -0.359 -0.218 0.475 -0.097 -0.664* 0.437
EXC 0.037 -0.211 -0.208 0.536* 0.016 0.156 -0.230 -0.150 -0.206 0.548* 0.051 -0.217 0.115 0.549* -0.363

Panel B-2: Total credit (Excluding the year 2008)
POS -0.038 0.304 0.264 -0.718* 0.089 -0.010 0.044 0.219 -0.320 -0.168 -0.242 0.520 0.144 -0.527 -0.152
NEG 0.285 -0.357* -0.241 0.489* 0.040 0.134 -0.250 -0.170 -0.205 0.597* 0.538 -0.447 0.005 0.301 -0.251
SUM 0.174 0.109 0.148 -0.535* 0.144 0.069 -0.100 0.149 -0.491 0.168 0.176 0.165 0.145 -0.284 -0.341
NET -0.146 0.358* 0.282 -0.696* 0.044 -0.060 0.131 0.230 -0.159 -0.359 -0.450 0.589* 0.095 -0.516 0.032
EXC 0.068 -0.194 -0.260 0.507* 0.104 0.156 -0.230 -0.150 -0.206 0.548* 0.136 -0.182 -0.009 0.373 -0.057

Panel B-3: Loans
POS -0.111 0.293 0.239 -0.663* 0.069 0.018 -0.014 0.064 -0.080 -0.312 -0.321 0.506 0.017 -0.725* 0.348
NEG 0.285 -0.365* -0.257 0.598* 0.060 0.075 -0.394 -0.002 0.019 0.528* 0.586* -0.412 -0.134 0.810* -0.523
SUM 0.214 -0.048 0.014 -0.195 0.183 0.111 -0.488 0.072 -0.071 0.269 0.270 0.193 -0.138 -0.011 -0.157
NET -0.206 0.348 0.264 -0.674* 0.009 -0.032 0.213 0.036 -0.054 -0.465 -0.482 0.500 0.078 -0.829* 0.466
EXC -0.059 -0.182 -0.125 0.457* 0.122 0.124 -0.229 -0.060 -0.031 0.493 -0.150 -0.141 -0.050 0.654* -0.220

Panel B-4: Bonds
POS 0.299 0.128 -0.557* 0.069 0.142 0.137 -0.120 -0.329 0.155 -0.093 0.438 0.302 -0.651* 0.077 0.235
NEG 0.141 -0.231 0.289 -0.039 0.053 0.110 -0.219 0.275 -0.331 0.320 0.293 -0.255 0.452 -0.151 -0.329
SUM 0.430* -0.004 -0.446* 0.053 0.195 0.263 -0.329 -0.198 -0.070 0.140 0.560* 0.153 -0.379 -0.005 0.052
NET 0.161 0.189 -0.527* 0.067 0.082 0.045 0.013 -0.341 0.247 -0.200 0.231 0.366 -0.744* 0.132 0.343
EXC 0.189 -0.115 0.147 0.046 0.036 0.112 -0.226 0.277 -0.324 0.310 0.323 -0.021 0.184 0.150 -0.428
Notes: Panel A reports three volatility measures for credit flows: the standard deviation (1st to 3rd row), the standard deviation of the HP-filtered credit flows (4th to 6th row) and the
coefficient of variation of the flows (standard deviation/mean) (7th to 9th rows). Panel B reports the unconditional correlation coefficients of the credit flows with the HP-filtered GDP
growth rate. Panel B-1 refers to total credit, Panel B-2 to total credit excluding 2008, Panel B-3 to loans and Panel B-4 to bonds. Each panel displays correlations for the full sample
(1981-2012) period and for the pre-crisis (1981-1996) period and for the post-crisis (1999-2012) period. * denotes statistical significance at the 5% level.
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Table 5. Properties of Idiosyncratic Flows
Size Manufacturing Chaebol Affiliation

Credit Loans Bonds Credit Loans Bonds Credit Loans Bonds
Panel A: Gross credit reallocation
Sectoral effects 81-12 0.609 0.760 0.723 0.830 0.689 0.532 0.574 0.414 0.342

81-96 1.055 3.996 0.627 2.039 1.321 0.333 2.955 2.155 0.196
99-12 0.602 1.404 0.361 0.368 0.860 0.560 0.286 1.107 0.440

Idiosyncratic effects 81-12 0.599 0.722 2.200 0.316 0.161 0.577 1.006 0.753 1.582
81-96 1.748 3.843 2.147 1.595 0.842 0.363 4.123 1.765 1.374
99-12 0.912 1.978 1.404 0.480 0.404 0.200 1.516 1.858 1.520

Covariance term 81-12 -0.209 -0.482 -1.923 -0.146 0.150 -0.109 -0.580 -0.167 -0.925
81-96 -1.802 -6.839 -1.774 -2.633 -1.163 0.304 -6.078 -2.920 -0.570
99-12 -0.514 -2.382 -0.765 0.152 -0.264 0.239 -0.802 -1.965 -0.960

Panel B: Excess credit reallocation
Sectoral effects 81-12 1.086 0.929 1.340 0.986 0.772 1.104 0.791 0.527 1.288

81-96 3.723 2.219 1.198 1.551 1.002 0.849 1.771 0.932 1.075
99-12 1.873 2.038 0.514 1.352 1.243 0.658 1.693 1.581 0.734

Idiosyncratic effects 81-12 0.402 0.427 0.871 0.064 0.090 0.302 0.329 0.388 0.975
81-96 3.518 1.000 0.749 0.524 0.148 0.222 1.735 0.176 0.852
99-12 0.604 0.477 0.892 0.090 0.176 0.189 0.533 0.456 1.149

Covariance term 81-12 -0.489 -0.356 -1.211 -0.050 0.138 -0.406 -0.121 0.084 -1.263
81-96 -6.241 -2.219 -0.947 -1.074 -0.150 -0.072 -2.506 -0.108 -0.927
99-12 -1.476 -1.515 -0.406 -0.442 -0.419 0.153 -1.226 -1.037 -0.883

Notes: Panel A of this table shows the variance decomposition of the gross reallocation of total credit, loans and bonds. Panel B shows the
variance decomposition of the excess reallocation of total credit, loans and bonds.

Table 6. Decomposition of Correlation
1981-2012 1981-1996 1999-2012

t-2 t-1 t t+1 t+2 t-2 t-1 t t+1 t+2 t-2 t-1 t t+1 t+2
Panel A: Total credit

SUM 0.103 0.071 0.040 -0.324 0.128 0.122 0.058 0.297 -0.375 -0.241 0.125 0.158 0.064 -0.391 0.092
SD ratio 1 1.361 1.361 1.361 1.361 1.349 1.165 1.165 1.165 1.165 1.165 1.108 1.108 1.108 1.108 1.177

EXC 0.005 -0.120 -0.091 0.281 0.031 0.203 -0.193 -0.112 -0.231 0.327 0.015 -0.100 0.192 0.400 -0.295
SD ratio 2 1.216 1.216 1.216 1.216 1.188 1.526 1.526 1.526 1.526 1.526 1.484 1.484 1.484 1.484 1.538
|NET| 0.079 0.193 0.135 -0.581 0.072 -0.075 0.185 0.280 -0.069 -0.408 0.073 0.181 -0.100 -0.562 0.285

Panel B: Loans
SUM 0.079 -0.024 0.004 -0.072 0.077 0.170 -0.311 0.223 0.015 -0.083 0.204 0.219 -0.108 -0.052 -0.138

SD ratio 1 1.209 1.209 1.209 1.209 1.181 1.909 1.909 1.909 1.909 1.909 1.352 1.352 1.352 1.352 1.418
EXC -0.033 -0.103 -0.050 0.276 0.087 0.150 -0.200 -0.054 -0.049 0.433 -0.071 0.027 -0.165 0.494 -0.180

SD ratio 2 0.954 0.954 0.954 0.954 0.931 1.896 1.896 1.896 1.896 1.896 1.912 1.912 1.912 1.912 1.941
|NET| 0.125 0.106 0.067 -0.425 -0.027 -0.062 0.037 0.171 0.057 -0.480 0.157 0.096 0.060 -0.377 0.060

Panel C: Bonds
SUM 0.289 -0.023 -0.315 0.024 0.141 0.205 -0.219 -0.209 -0.197 0.124 0.368 0.074 -0.134 0.041 0.008

SD ratio 1 1.260 1.260 1.260 1.260 1.292 1.300 1.300 1.300 1.300 1.300 1.160 1.160 1.160 1.160 1.193
EXC 0.126 -0.098 0.122 0.054 0.038 0.121 -0.218 0.130 -0.328 0.297 0.254 0.049 0.195 0.099 -0.389

SD ratio 2 1.226 1.226 1.226 1.226 1.249 1.215 1.215 1.215 1.215 1.215 0.827 0.827 0.827 0.827 0.872
|NET| 0.106 0.082 -0.383 -0.036 0.073 0.039 0.053 -0.311 0.189 -0.216 0.089 0.021 -0.435 -0.089 0.541

Notes: This table reports the decomposition of the correlation between credit reallocation and the HP-filtered GDP growth rate .
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Table 7. Conditional Correlation of Credit Reallocation
1987-2012 1987-1996 1999-2012

Credit Loans Bonds Credit Loans Bonds Credit Loans Bonds
Cyclicality 1st quintile 0.0570*** 0.0467*** -0.00240*** 0.263*** 0.152*** 0.0109*** 0.0225* 0.0398*** -0.000832

(0.00657) (0.00550) (0.000726) (0.0204) (0.0174) (0.00408) (0.0122) (0.0104) (0.00105)
2nd quintile 0.0359*** 0.0354*** -0.00211*** 0.194*** 0.113*** 0.00173 0.00772 0.0326*** -0.00174*

(0.00531) (0.00452) (0.000734) (0.0185) (0.0152) (0.00408) (0.00900) (0.00804) (0.00103)
3rd quintile 0.0340*** 0.0262*** -0.00129 0.132*** 0.0727*** 0.00536 0.0249*** 0.0359*** -0.00678***

(0.00507) (0.00431) (0.000818) (0.0175) (0.0145) (0.00406) (0.00849) (0.00747) (0.00119)
4th quintile 0.0394*** 0.0229*** 0.00278*** 0.0762*** 0.0384*** 0.00123 0.0474*** 0.0515*** -0.00856***

(0.00521) (0.00444) (0.00103) (0.0176) (0.0143) (0.00468) (0.00851) (0.00734) (0.00148)
5th quintile 0.0301*** 0.0338*** -0.00160 0.0427** 0.0204 -0.00322 0.0569*** 0.0699*** -0.00849***

(0.00515) (0.00443) (0.00145) (0.0175) (0.0154) (0.00452) (0.00775) (0.00669) (0.00186)
Profitability 1st quintile 0.0005*** 0.0002*** 0.0000 0.0006*** 0.0002*** 0.0000 0.0005*** 0.0002*** 0.0000

0.0000 (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
2nd quintile 0.0004*** 0.0001*** -0.0000 0.0006*** 0.0002*** 0.0000 0.0003*** 0.0000*** -0.0000**

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
3rd quintile 0.0005*** 0.0002*** 0.0000** 0.0006*** 0.0002** 0.0000 0.0004*** 0.0001*** 0.0000

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
4th quintile 0.0005*** 0.0002*** 0.0000*** 0.0006*** 0.0002** 0.0000 0.0005*** 0.0002*** 0.0000***

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
5th quintile 0.0006*** 0.0003*** 0.0000*** 0.0008*** 0.0004*** 0.0000*** 0.0006*** 0.0002*** 0.0000***

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)

Cyclicality Non-chaebol 0.037*** 0.031*** -0.0003 0.116*** 0.063*** 0.004 0.037*** 0.048*** -0.005***
(0.003) (0.002) (0.0004) (0.013) (0.011) (0.003) (0.005) (0.004) (0.0007)

Chaebols 0.046*** 0.049*** -0.011*** 0.115*** 0.065*** 0.002 0.026 0.074*** -0.014***
(0.011) (0.008) (0.003) (0.026) (0.022) (0.006) (0.020) (0.015) (0.005)

Profitability Non-Chaebol 0.0006*** 0.0002*** 0.00005*** 0.0007*** 0.0003*** 0.0000** 0.0006*** 0.0002*** 0.0000***
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)

Chaebols 0.001*** 0.0004*** 0.0001*** 0.0009*** 0.0004*** 0.0000 0.0008*** 0.0003*** 0.0001***
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)

Notes: This table shows the coefficient estimates of firm level credit changes on the HP-filtered GDP (cyclicality) and on Tobin’s q (profitability) for the five sales
quintiles and for cheabol and non-chaebol firms. The numbers in parentheses denote standard errors. *, ** and *** indicate 10%, 5 % and 1% statistical significance.
The 1st quintile and the 5th quintile are the quintiles of the smallest and the largest firms, respectively.

Table 8. Efficiency of Credit Reallocation
Chaebol Affiliation Size Quintile

Chaebols Non-Chaebols 1st 2nd 3rd 4th 5th
Panel A: Total credit

Operating profits
Average 87-96 1.022 0.942 0.983 0.490 0.420 0.462 0.385 0.481

99-12 1.040 1.009 0.977 0.932 0.783 0.983 0.934 0.478

Sales
Average 85-96 0.987 0.948 0.957 1.202 1.589 1.364 1.010 0.770

99-12 1.071 1.027 1.004 1.295 1.152 1.314 1.300 0.585

Panel B: Loans
Operating profits

Average 87-96 1.038 0.958 1.004 0.513 0.432 0.444 0.436 0.518
99-12 1.029 1.160 0.948 0.824 0.770 0.978 0.855 0.665

Sales
Average 85-96 1.012 0.965 0.980 1.127 1.688 1.399 1.012 0.798

99-12 1.078 1.055 0.982 1.402 1.141 1.352 1.218 0.626

Notes: This table displays the values of the efficiency index of credit reallocation constructed using the profits to capital ratios the sales to capital
ratios . Panel A refers to total credit, Panel B to loans. Each panel reports the values of the index for all firms, for chaebol and non-chaebol
firms, and for firms of different size. It also reports values of the index for the pre-crisis (1981-
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Figure 1. GDP and Business Sector Debt and Equity
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Notes: Panel A shows the real GDP growth rate of South Korea and the real growth rate
of the total debt and equity of Korean firms. The solid line is the year-on-year quarterly
growth rate of the real GDP (scale on the right Y-axis). The dashed line and the dotted line
represent the year-on-year quarterly real growth rate of the total outstanding debt and total
outstanding equity of Korean firms, respectively (scale on the left Y-axis). Debt consists
of total loans from financial institutions and bonds issued. Debt and equity data are from
the Flow of Funds Accounts compiled by the Bank of Korea. Panel B shows the aggregate
leverage ratio (total debt/nominal GDP, solid spike) of Korean firms for the period 1990:1
to 2005:1. The shaded areas in the Panel A and B correspond to the financial crisis.
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Figure 2. Credit Change and Credit Reallocation
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Notes: Panel A shows gross credit reallocation (SUM, solid line), excess credit reallocation
(EXC, dashed line), the net credit change (NET, dotted line), and the annual real GDP growth
rate (gray area). Panel B shows credit creation (POS, line) and credit destruction (NEG,

line). The vertical shaded areas in the two panels correspond to the financial crisis.
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Figure 3. Loan and Bond Reallocation
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Notes: Panel A shows loan reallocation (SUM, solid line), excess credit reallocation (EXC,
dashed line), the net credit change (NET, dotted line), and the annual real GDP growth rate
(gray area). Panel B shows bond reallocation (SUM, solid line), excess credit reallocation
(EXC, dashed line), the net credit change (NET, dotted line), and the annual real GDP
growth rate (gray area). The vertical shaded areas in the two panels correspond to the
financial crisis.
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Figure 4. Large Credit Flows

SUM

SUM (Large changes)

SUM (Small changes)

0
10

20
30

1981 1986 1991 1996 2001 2006 2012

Panel A: Gross Credit Reallocation

EXC

EXC (Large changes)

EXC (Small changes)

0
10

20
30

1981 1986 1991 1996 2001 2006 2012

Panel B: Excess Credit Reallocation

Notes: Panel A of this figure shows gross credit reallocation (SUM, solid line), gross credit
reallocation due to large changes (dashed line) and to small changes (dotted line) for the
period 1981 to 2012. Panel B of this figure shows excess credit reallocation (EXC, solid
line), excess credit reallocation due to large changes (dashed line) and to small changes
(dotted line) for the period 1981 to 2012. The vertical shaded areas in the two panels
correspond to the financial crisis.

Figure 5. Efficiency of Credit Reallocation
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Notes: This figure shows the annual values of efficiency indexes of credit reallocation
computed using firms’ sales to capital ratios (squares) profit to capital ratios (bullet
points). The figure shows quadratic fitted lines for each index in the pre-crisis period
and the post-crisis period (dotted lines for sales, dashed lines for profits and dash-dotted
lines for SFA efficiency). The efficiency index using operating profits starts in 1987 due to
data availability. The right Y-axis provides the scale for the magnitude of gross credit
reallocation (solid bold line) and excess credit reallocation (solid light line).
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Section S1: Robustness analysis with quarterly data
This supplementary section provides a robustness analysis of the time series properties of credit
flows, using quarterly data over the period 2000:1 to 201 :4. Due to data availability, the sample
covers only publicly traded firms. For each quarter, we construct credit flows (credit creation,
destruction, reallocation and excess reallocation) using firms’ credit changes relative to the same
quarter of the previous year. Panel A of Table S1 reports the averages and the standard deviations
of the credit flows constructed using quarterly data. Panel B reports unconditional correlation
coefficients between the credit flows and the GDP growth rate (computed relative to the same
quarter of the previous year). The correlation coefficients are very close to those obtained using
annual data. Panel C of Table S1 shows the decomposition of correlation. Again, the results
confirm those obtained using annual data. In further tests, we also investigated the cyclical
behavior of credit creation and destruction using the approach proposed by Den Haan (2000) to
examine conditional correlation. In particular, we estimated VARs with the quarterly data and
computed the correlations of VAR forecast errors at different horizons. The results (available
upon request) confirm the cyclical pattern implied by unconditional correlation coefficients.

Supplementary Table S1. Properties of credit flows (quarterly data)
Panel A: Average and volatility Unconditional correlation Decomposition of Correlation

POS NEG SUM NET EXC t-2 t-1 t t+1 t+2 t-2 t-1 t t+1 t+2
Average 11.137 8.254 19.391 2.883 11.942 POS 0.094 -0.264 -0.572* -0.702* -0.549* SUM 0.032 -0.120 -0.257 -0.370* -0.3200*
S.D. 6.385 4.109 5.238 9.374 3.641 NEG -0.081 0.307* 0.549* 0.550* 0.360* SD ratio 1 0.701 0.701 0.695 0.700 0.705
S.D. (HP-filtered) 4.609 2.470 4.269 6.039 3.459 SUM 0.062 -0.132 -0.300* -0.442* -0.385* EXC 0.025 0.236 0.457* 0.518* 0.351*
Coefficient of variation 0.573 0.498 0.270 3.251 0.305 NET 0.104 -0.320* -0.661* -0.759* -0.564* SD ratio 2 1.199 1.201 1.203 1.215 1.219

EXC 0.031 0.246 0.473* 0.531* 0.350* NET 0.012 -0.238 -0.478* -0.603* -0.465*
Notes: * denotes statistical significance at the 5% level.
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Section S2: Rolling standard deviation
Supplementary Figure S1. Rolling s.d.
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Notes: This figure shows the rolling standard deviations of the gross credit reallocation
using a 5 year window (dashed line) and a 10 year window (solid line). The X-axis denotes
the year in which the rolling windows start.
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