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The relationship between business cycles and capital structure choice:

The case of the international shipping industry
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6. Concluding remarks

This paper explores the choice of capital structure in the shipping sector by conducting an investigation of the rela-
tionship between leverage and profitability in four distinct phases of the shipping cycle. Studying the financial data of
approximately 60% of the population of internationally listed shipping companies, we investigate potential determinants of
capital structure in 2003Q4 (expansion), 2007Q4 (peak), 2008Q4 (trough), and 2010Q4 (sideways movement). Moreover, we
set out to explore the particular influence that concentrated ownership exerts on the optimal capital structure decision in
the four phases of the cycle studied.

Developing a simultaneous equation model, where leverage (total liabilities over equity) is treated as an endogenous vari-
able, we employ the Generalized Method of Moments (GMM) to estimate the interaction between capital structure choice
and corporate profitability. Our finding that size, tangibility, and corporate performance constitute the main determinants of
capital structure in the shipping sector is consistent with the literature.
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