£ R A BB TS B Z R M9
LU SR B

The Relationship between Cost of
Debt and Financial Statements — An
Example of Listing Stocks of the
Traditional Industry in TSE

DEEIRER
H64HP (94 E3 )
B 53-78

R4 A

Yen-Sen Ni

B FE

Kuan-Yu Chen

* PILREEERERZEIE
Associate Professor, Graduate Institute of Management Sciences, Tamkang University

YL ARBE RIS BT
Graduate Institute of Management Sciences, Tamkang University



R

BN REEHAEGERL  BEARE KL o ERAE & LT A S]
AEARRHELRA - LA RE ZRFRA NN A RARANEN  E—RE
AN ZERORBTRALEREE—SB#BME RAR LT ANE L AH
FEARGE—RAAETALRE GHERBRZwE YRR — RIFF L HLHHEIR
AMEZHBME Ao atEmNEm T HLGRATALE LA RARM
BAE ERBAHEANE FTHETAFMNRAMBRANMBNE =
F-RERGHLY BRABARBRIHXIHER  BREAINRERFTET A
ST BENAREAS  BRARABRBRNBRE TAFRERAR
RABEFERAAKR > IR ARAARGEA -

2R BATICE A M SR B 55 0 3 B ok R 1 B SR B 64 SURK AR
VR ARAAKBR(RS)—EHAUBEARAEL - RE|ITHBFEYRMFE MR
FHRHEENEZ R E > f BEERT — RETRRA R RS E | A&
WARE » B R EHEE A Ik A 2 1% 5% M (Confidential) B4 » M # LA 3] g
R -

FEdb A X 7 AA A LN 8] A M AR R X BAR 0 BERA BN 0 sbIME
HOE L AENE > ATQNNERRALIERE X -7 TRARRZ S
XRGBE LI BNEER GBS E ¥ BERET &5 R IR 4 6018
BoUAX I RHMH A LT 2 B0 E ERBRRL=ZFXHHERE  RIEH
FRE R R LL R AR A B KRB RTEAEL -BRTAHREBAAMT
Eleg/Ne B EAT LA AMIZARERN  THAUATHELNE
1, .

LA L atEAEmE  BEABREEE L AFEANEREQMG  TFHE
— e Rsh R W AR S BE BB EERRERT 0 H REER
B2 AR AEHERAERLRGMG EREHNEFEBGRER
B BB MRARTENFAERL  ROABRELORAZ GG H
o RAEBHHGLE - BREABRBENGNE) TATATES @
RN RMAEBBHELRA LTEALBBBERZTERTH
BB o



ARAAAUBFREZMBEST —RER LT RHBEXRAH S5

2HMAFHERT  HEANHERALEFRAGHG A REESKE
(NN BERT  BhFH2NGBAEARST - SRMEAER
8 B B B AR 0 AT A SRR R R E F R A BT R L AR ERHK
MEHERELF -

3SHALARHNERRERARMT AL EARFRRARAIREA MY
BREAREAMYN  RFER-FEXABETAL BHHAFAGHEAFMN
R RAARARMNRRARANEZEBLRAHZIHRAK -

Abstract

Different firms have different cost of debt because there are different benchmarks of
interest rate make-up when financial institutions make loans to different firms. In this
research, there are three sub-topics to discuss in this paper. First of all, as a result of the
source of company’s loans may derive from more than singular financial institution, this
study analyzes the effect of the interest rate of debt, close to the weighted averages cost of
different liabilities, to financial statement. Secondly, the total debt includes spontaneous
debt and interest-paid debt. Similarly, we use the ratio of interest paid to total debt as
dependent variables to analyze the effect of financial statements to this ratio. Thirdly, we
hypothesis that a sound company might have more spontaneous debt, and it could be infer
that interest rate of interest-paid debt minus interest rate of total debt for a company might
be expansive. There are three sub-topics for this study. However, relevant literatures are
quite rare, since there is only one paper related to interest rate of banking loan to financial
statement. In addition, there are two shortcomings existed in this paper. One is the
representative issue since the data related to the interest rate of loan are collected by only
one bank. The other is the objective issue since that paper uses the confidential data instead
of public data.

Nowadays, the traditional industry counters the financial distresses. This paper is to
investigate the effect of the cost of debt to financial statements. One of reasonable findings
is that the higher the debt, the higher the ratio of interest rate to debt. There are still
several important findings in this paper.



(1) The total asset turnover ratio of conventional industries has a positive effect on the
interest rate. This is also not consistent with our expectation because the financial
institutions will have lower interest rate as firms provide collaterals. Thus, it is
necessary to deliberate over treating assets as collaterals instate have lower interest rate
is not suitable.

(2) The ratio of interest to total debt has the negative relationship with the profit margin of
a company. It means that banks will concerns profit margin is an important element to
decide the interest rate of loan to a company.

(3) A sound company seems to own spontaneous debt, since that the interest rate of
interest-paid debt minus interest rate of total debt for a company will be positively
expansive for companies with well-performance financial statements.
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