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Abstract 

 

Title: Firm Transparency & the Impact of economic crises on Western European syndicated 

loan pricing 

Author: Gérôme Gijs Lecompte 

This research investigates the relationship between the transparency level of a firm and the 

effects of economic crises on the all-in-drawn spread of syndicated loans. To conduct my 

research, I gathered a sample of 3,116 syndicated loans, granted to 932 individual companies 

in the Benelux, Germany and France granted from 01/2008 until 06/2022. This timeframe 

covers 3 major economic crises: the 2008/2009 financial crisis, the European debt crisis, and 

the COVID-19 crisis. My findings confirm that public and especially large-cap firms experience 

a stronger increase in syndicated loan prices during economic crises. Furthermore, I also 

provide a deeper understanding of the dynamics at play by including borrower-specific 

variables, such as the EBITDA and the effect of a borrowers’ credit rating. To validate my 

results, I have also performed a series of robustness checks. 

Keywords: syndicated loans, economic crises, firm transparency 
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Resumo 

 

Título: Transparência das empresas e o impacto de crises económicas no preço de empréstimos 

sindicalizados na Europa Ocidental 

 

Autor: Gérôme Gijs Lecompte 

 

Este estudo investiga a relação entre o nível de transparência das empresas e o efeito de crises 

económicas no all-in-drawn spread de empréstimos sindicalizados. A amostra utilizada contém 

3116 empréstimos sindicalizados que foram concedidos a 932 empresas no Benelux, Alemanha 

e França entre 01/2008 e 06/2022. Este período engloba 3 grandes crises financeiras: a crise 

financeira de 2008/2009, a crise da dívida europeia e a crise do COVID-19. Para estudar esta 

relação, são consideradas variáveis de controlo relativas a características específicas das 

empresas que pedem empréstimos, tais como o seu EBITDA e avaliação de crédito. Os 

resultados obtidos demonstram que empresas públicas e empresas de grande dimensão registam 

um aumento maior no preço de empréstimos sindicalizados durante crises económicas. Para 

validar os resultados obtidos foram realizados diversos testes de robustez. 

Palavras-chave: empréstimos sindicalizados, crises económicas, transparência das empresas 
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1 Introduction 

The syndicated loan market can be considered as an important cornerstone of the corporate 

finance world. The evolution of the dynamics in this market reflects several economic and 

financial circumstances that countries and corporations have faced. The goal of my dissertation 

is to analyze a specific aspect of this market, which is the effect of a firm’s transparency level 

on the prices of syndicated loans during economic crises. 

The global financial crisis of 2008 has caused dramatic turmoil in the financial landscape. This 

confronted the world with unseen economic challenges. During these periods we have gained 

valuable insights about the behavior of financial markets and the inherent risks involved in 

syndicated loans. This can be considered as a crucial aspect of corporate finance. Prior studies 

like Santos and Winton (2019) have demonstrated that during crisis times loan spreads tend to 

widen because bank capital drops and therefore lenders demand higher premiums for the 

increased risk. In even more recent research Drago and Gallo (2020) investigated how 

syndicated loans spreads of public and private firms were affected by the 2008/2009 financial 

crisis and the European sovereign debt crisis.  

Because public firms are subject to stricter regulatory requirements, they are usually more 

transparent in comparison to private firms. Due to this, public firms generally enjoy lower 

borrowing costs, which they owe to their lower information asymmetry, and this could also be 

related to their stronger bargaining position (Bharath et al., 2007). Nevertheless, being public 

can also lead to negative effects during economic crises because of a general increase in risk 

aversion which can have stronger effects on public firms (Thomas and Wang, 2004). 

My study also relates to the discussion whether the increase in loan spreads during crisis periods 

(including COVID-19) is stronger for public firms, and especially large-cap companies. The 

reason is that large-cap companies benefit from a bigger market capitalization and contain 

stocks with higher liquidity. This explains why these large caps often enjoy a lower cost of 

capital. As proven by the 3FF factor model, smaller firms, normally, have higher average returns 

than larger firms. This could be interpreted as compensation for the higher risk that these firms 

bring (Fama and French, 1992). 

An important dimension of my research is the inclusion of control variables, such as EBITDA, 

which represents the operational cash flow of a firm. EBITDA has also been utilized in other 

related research as a control variable to account for a firm's operating performance (Kaplan and 
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Ruback, 1995). My research also takes the role of foreign mandated arrangers in syndicated 

loan markets into consideration. While their role in affecting loan spreads is less clear, their 

function in promoting syndicate coordination and risk management is vital (Sufi, 2007). 

My study also utilizes a constant sample selection in which I only consider firms that have 

received loans during both crisis and non-crisis periods. This technique allows me to perform a 

more robust comparison and interpretation of my results. 

The layout of my research is as follows. Initially, I present a review of the relevant literature, in 

which I focus on certain key themes such as: syndicated loan markets [2.1], the determinants of 

loan spreads [2.2], the effects of economic crises on financial markets [2.3], the impact of 

monetary and fiscal policies during economic downturns [2.4], and the economic repercussions 

of the COVID-19 pandemic [2.5]. Following the literature review, I have established the 

research hypotheses [3]. The subsequent part of my study discusses the data and methodology 

utilized to conduct my research. This part contains an overview of the research sample [4.1], a 

discussion of the dependent [4.2] and independent variables [4.3], and my method of analysis 

[4.4] that I used in this research. Next, I present the descriptive statistics [5.1], the empirical 

results [5.2], and two robustness tests [5.3]. Further, I delve into the interpretation of my key 

results [6.1], compare them with the existing literature [6.2], and discuss their theoretical [6.3] 

and practical implications [6.4]. Furthermore, I present the limitations of my study and the 

opportunities for further research [7]. Finally, I give an overview of the most important findings 

of my research in the conclusion [8].   
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2 Literature Review 

2.1 The syndicated loan market 

2.1.1 General overview 

The first part of the literature review gives a brief overview of the most important research that 

has been done with regards to the syndicated loan market. A syndicated loan is a loan given by 

multiple banks to one borrower. This is a hybrid instrument that combines certain characteristics 

of publicly traded debt and, at the same time, also has traits of relationship lending (private 

debt) (Gadanecz, 2004). The lead arranger is the institution that is responsible for monitoring 

and screening the borrowers. They are also the ones that are responsible for selling or 

underwriting the loan to other participant banks (Dennis & Mullineaux, 2000). Syndicated loans 

are used for several financing activities: working capital, general corporate purposes, 

refinancing, acquisitions, backup lines, etc. (Sufi, 2007). Financial institutions don’t necessarily 

need to participate in the syndicate from the start, since they also have the option to invest in 

syndicated loans through the secondary market (Ivashina & Sun 2011). 

Several papers can be found that discuss the benefits related to syndicated loans (Simons, 1993; 

Dennis & Mullineaux, 2000; Barbosa & Ribeiro, 2007). The most important reason is that banks 

have the need to diversify their loan portfolios. Local regulations can make it difficult for small 

and mid-sized banks to invest in firms outside of their regional economy. By participating in 

syndicated loans these banks have a chance to lend to firms in new regions and industries which 

they normally would have no access to (Simons, 1993). Another important trait of syndicated 

loans is that the size of the syndicates is usually increased to attempt to prevent strategic default 

rather than merely trying to lower the costs of re-contracting. Thus, syndicating loans is a way 

for banks to diversify their risk (Esty & Megginson, 2002). 

Another important advantage of syndicated loans is capital constraints. Especially for smaller 

banks it might be difficult to provide loans to large borrowers since they are restricted in the 

total amount, they can lend to one. Participating in syndicated loans thus allows smaller banks 

to provide funding to firms to which they would otherwise have no access (Simons, 1993). 

According to research by Barbosa & Ribeiro (2007), the primary market of loan syndication 

appears to have a lot of non-resident banks in each syndicate, that take on the role of leading 

banks. 
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Despite these advantages, loan syndication increases banking system risks. The main risk that 

manifests itself regarding syndicated loans is moral hazard and information asymmetry between 

leading banks and participants by withholding unfavorable information and leading them into 

riskier loans. Notwithstanding this last argument, the existing literature actually provides proof 

that mandated arrangers in syndicates don’t take advantage of their position (Simons, 1993). 

This is also confirmed in research by Sufi (2007), where proof is found that leading banks retain 

larger portions of a loan and form more concentrated syndicates if information about the 

borrower is non-transparent. 

2.1.2 The European syndicated loan market 

In 2014, Howcroft and colleagues investigated several of the factors that could influence banks 

in Europe their decisions to participate in syndicated loans. They found that the larger and more 

financially integrated banks are mainly involved in the European syndicated loan market. This 

is because they most likely have more regulatory capital and participate actively in 

securitization markets. Banks that are more focused on growth or efficient capital utilization 

seem to prefer bilateral lending over syndicated lending. 

Another study on banks in four important Eurozone nations has proven that these banks are 

more likely to do business through syndicated loans with companies that are geographically 

closer and operate within industries that the banks have expertise in. The reason is because this 

implies a lower monitoring cost for those banks. This can lead to an important sidenote to urge 

policymakers to design a regulatory framework that takes into consideration that banks can have 

a bias for certain lenders that are in geographic proximity or operate in industries that they are 

more familiar with (Burietz & Ureche-Rangau, 2020). 

2.2 Determinants of syndicated loan spreads 

The price or spread of syndicated loans is called the ‘all-in drawn spread’. This price consists 

of two components. The first one is the coupon spread which is the amount that the borrower 

pays on top of the LIBOR or EURIBOR. The second component is the facility fee, which the 

borrower needs to pay on an annual basis. 

Syndicated loan spreads can be affected by multiple factors. The first one is borrower-specific 

characteristics, such as: the size of the borrowing firm, their profitability, the amount of 

leverage, etc. (Bharath et al., 2011). Another important factor to consider is if a borrowing firm 
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has a credit rating. The fact that a borrower has a credit rating has a stronger effect on the spread 

compared to the fact that the borrowing firm is public or private (Dennis & Mullineaux, 2000).  

There are also other important factors that can influence the price of syndicated loans, such as 

loan-specific characteristics. These are factors such as: the maturity date of the loan, the amount 

borrowed, etc. (Bharath et al., 2011). The last factor that can have a significant impact on the 

price of the spreads is linked to characteristics related to the lender. Research has shown that 

leading banks that retain a larger part of the loan charge higher spreads (Sufi, 2007). 

In line with the research mentioned in the previous chapter about the preference of lenders to 

borrow to companies in geographic proximity or to industries in which they are familiar, 

Barbosa & Ribeiro (2007) confirm these results by showing that syndicates where none of the 

borrowers has the same nationality as the lender pay higher costs. 

Ivashina & Sun (2011) found a significant positive relationship between loan spreads and the 

time-on-the-market. Especially when the overall institutional demand drops these effects 

manifest themselves. They also discovered that institutional tranches contain lower spreads, on 

average, compared to bank tranches of the same loans. When institutional loans are allocated 

more quickly, the aforementioned effects increase. 

Another interesting finding, which is related to what was mentioned about credit ratings earlier, 

is that if a company has received a credit rating from more than one rating agency, this company 

benefits from better interest rates on their loans. This effect is even stronger for firms with three 

ratings. Firms with less than three credit ratings don’t benefit as much, since lenders sometimes 

perceive this as ‘rating-shopping’, where firms cherry-pick those credit rating agencies from 

which they can receive the most beneficial scores (Drago & Gallo, 2018). 

2.3 Economic recessions and their impact on financial markets 

The National Bureau of Economic Research (NBER) has defined recessions as a considerable 

drop in economic performance that lasts for at least two quarters and impacts a big part of the 

economy. To be defined as a recession, the NBER considers three parameters that come into 

play: the depth or intensity, the extent or diffusion, and the persistence or duration of the 

economic slump. It is important to note that every parameter must be somewhat present in order 

for a period to be defined as a recession, but these are communicating vessels, which means 

that a strong presence of one of these parameters, can compensate for a weaker effect in one of 

the others. The start of the COVID-19 pandemic is a good example of this. The start of the 



13 
 

pandemic was characterized by a sharp decline after a high point of economic activity in 

February 2020. Even though this decline was relatively short, the other factors: the intensity 

and the worldwide impact of this economic turmoil were very much present. Because of this, 

the NBER labelled COVID-19 as a recession. 

2.3.1 Effects of the 2008-2009 financial crisis 

When we consider the effects of recessions and make a distinction between public and private 

firms, Santos and Winton (2008) found that private firms are subject to a stronger increase of 

the spreads of syndicated loans during recessions compared to public firms. However, 

contradictory results have been found by Drago and Gallo (2020). In their research they mention 

the ‘market sensitivity effect’, which basically implies that borrowing costs of listed firms are 

more volatile and thus since they pay lower spreads in economic stable times, they experience 

a stronger increase in spreads during recessions. 

Research by Bernanke et al. (1996) shows that during economic recessions the borrowers with 

the highest agency costs in the debt markets are the ones that experience the strongest increase 

in spreads, because overall, recessions are usually characterized by a ‘flight to quality’. This 

effect was named the ‘financial accelerator’ by the authors. Another implication for high-agency 

borrowers of the ‘financial accelerator’ is that a reduction in spending, production and 

investments creates a more difficult access to the credit markets and simultaneously is 

impacting their own real economic activity. 

The financial crisis of 2008 led to a decline in demand for credit because most businesses had 

to put a hold on their expansion plans at the time (Ivashina & Scharfstein, 2010). But, at the 

same time, there was also a supply effect, because some banks faced constraints with regards 

to their loan-to-deposit ratios, and also those at a higher risk of credit-line reductions were 

forced to decrease their lending amounts. These factors together contributed to an increase in 

the interest rates, which then, in turn, resulted in a stronger lending decrease than during a 

‘standard’ recession (Ivashina & Scharfstein, 2010).  

This situation also had an impact on the syndicated loan market. The larger European banks 

decreased their syndicated lending activities and even banks with more capital shifted more 

towards bilateral loans. This serves as a good example to demonstrate the increase in risk 

aversion during economic turbulent times (Howcroft et al., 2014). 
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2.3.2 Effects of the European debt crisis 

De Marco, (2014) discovered that the Eurozone sovereign debt crisis led to a decrease in the 

credit supply. He found that a 15-20 basis points increase in sovereign losses as a proportion of 

total assets led banks to raise the interest rates with, on average, 40-65 basis points. 

2.3.3 Impact on public vs private firms 

It is generally agreed in the literature that listed firms have considerably lower costs of 

borrowing compared to unlisted firms. One of the reasons for this could be found in the research 

of Pagano et al. (1998). They discovered that, in the Italian stock market, firms that go public 

have a significant greater bargaining power with banks. Their findings in the Italian market can 

be generalized for other European countries as well. Additional evidence can be found in 

research by Saunders and Steffen (2011). They found that in the UK, private firms pay higher 

spreads on syndicated loans compared to public firms. 

2.4 The role of monetary and fiscal policies during recessions 

In the situation where national banks opt for a tightening of the monetary policy, which then in 

turn can serve as an accelerator for the economic recession, we see that investors shift focus to 

safer investments (‘flight to quality’). This can be seen as a consequence of the negative impact 

of higher interest rates and banks being constricted in their credit circulation (Bernanke and 

Blinder, 1988 and Kashyap and Stein, 1993). 

One of the key reasons for the tightening monetary policy in the paragraph mentioned above, is 

that, during recessions, the effects of asymmetric information play a big role in the rise of 

interest rates (Bernanke, 1983; Mishkin, 1990; Mishkin, 1994). Because of asymmetric 

information the negative effects of adverse selection and moral hazard are amplified. The 

financially weakest borrowers, who are in desperate need of funding, agree to take even higher 

risks by accepting interest rates that are substantially higher than what they would reasonably 

be able to bear. Because of this, banks are very reluctant to lend money to firms during times 

like this (Mishkin, 1996). 

An important lesson learned from previous economic crises is that central banks and 

governments should maintain an active fiscal policy. This is because actively intervening in the 

economy can help to stabilize the situation. There is a whole range of measures that 

governments can take to support their economies, such as: a stimulus package (including tax 
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cuts), increasing public spending, and providing aid to the state or individuals. If these are 

implemented successfully, the effects of a crisis can be heavily mitigated and financial markets 

will be able to recover faster (Auerbach and Gale, 2009). A notable example of a scenario where 

there was a good usage of an active fiscal policy, was during the aggressive response of the Fed 

during the 2008/2009 financial crisis. The monetary easing policy of the Fed at the time could 

be considered exceptionally fast and very proactive. Besides this, the Fed also spent its focus 

on providing liquidity to the private sector in the hope to reduce financial strains (Bernanke, 

2009). Nevertheless, during crises Ivashina and Scharfstein (2010) have shown that financial 

institutions reduce their lending activities. 

2.5 The Economic effects of COVID-19 

The Covid-19 pandemic had a very significant effect on the world economy. This situation, 

which was never seen before, led governments to take unprecedented measures. Nationwide 

lockdowns, international travel bans, social distancing, … It became clear, quite quickly, that 

the economic effects of this pandemic would be felt internationally and that it wasn’t very likely 

that this situation would end soon. Luckily, governments all over the world learned from past 

economic crises (such as the measures mentioned in the previous chapter) and implemented 

various fiscal and monetary measures to support businesses and households, while 

simultaneously trying to control financial markets. 

On a macro-economic level, the measures taken by most governments to control infection rates 

had a stronger negative effect on the overall economy (closing of the workplaces and 

international travel bans) than the positive ones (closing schools and cancelling public 

gatherings). Globally, this situation led, on average, to a 10 percent decrease in the economic 

activity over a span of 30 days, which was proven in a study by Deb et al. (2021). 

The countries that were hit the hardest by COVID-19 also had shown the weakest bank lending 

scenarios. An explanation for this could be attributed to elements such as: the financial health 

status of the banks, the level of competition in the local market, the regulation and the country’s 

institutional framework, the maturity of financial intermediaries and credit markets, whether 

companies still have access to debt markets, and how the public health sector has responded to 

the crisis (Ҫolak & Öztekin's, 2021). 

Another interesting finding of the relationship between the COVID-19 pandemic with regards 

to bank lending is that recent research has shown that loan spreads, on average, increased by 
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over 11 bps for lenders with a high exposure to COVID-19, and by more than 5 bps for 

borrowers with an increased level of exposure (Hasan et al., 2021).  
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3 Research Hypotheses 

In this thesis, I am to propose several research hypotheses. All of these are carefully chosen to 

gain a more profound understanding of the relationship between economic crises and the 

transparency level of a firm (public vs. private and large-cap vs. small-/mid-cap) and how these 

two relate to the price of syndicated loans. 

As already mentioned in the literature review, it is a common phenomenon that public firms, on 

average, pay lower costs on their debt instruments compared to private firms. One of the main 

reasons for this is their increased level of transparency. An increased level of transparency 

rationally leads to lower levels of information asymmetry, which in turn translates to lower 

screening and monitoring costs (Saunders and Steffen, 2011). Another important reason is that 

public companies usually have more funding opportunities through alternative sources. This 

allows public firms to establish a stronger bargaining position in their negotiations with 

financial institutions regarding loan spreads (Diamond, 1991). A last important reason is that 

public firms generally have a more diversified shareholder base. Because of this, public firms 

are more able to mitigate agency problems and subsequently spread their financial risks (Jensen 

and Meckling, 1976).  

Based on the arguments mentioned above, the first hypothesis of my research is the following: 

H1: Public firms are typically charged lower spreads on syndicated loans compared to private 

ones 

An economic crisis can reasonably lead to an increase in spreads of syndicated loans, due to the 

‘flight to quality’ phenomenon and the fact that banks are potentially less able to provide credit 

to firms because of financial constraints. Drago and Gallo (2020) have already shown in prior 

research that these effects are also translated in the syndicated loan market.  

Therefore, this leads to my second hypothesis: 

H2: During economic crises the spreads of syndicated loans increase compared to non-crisis 

periods. 

According to the market sensitivity effect that was mentioned in the research of Drago and 

Gallo (2020), the market value of public firms is more volatile than the one of private firms. 

This means that, in economic stable times, public firms receive more beneficial spreads on their 

loans, but in economic turbulent times their market value could experience a stronger drop 
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compared to private firms. This will in turn have repercussions on the spreads they pay and 

could reasonably lead to an increase of them. Another possible explanation is that participant 

lenders can also explore more alternative, possible financial instruments when dealing with 

public firms, such as secondary loans or corporate bonds. This is an option which they don’t 

have when dealing with private firms (Bharath et al., 2011). 

Thus, in line with previous research this leads to my third hypothesis: 

H3: The loan spreads of public companies increase more during an economic crisis 

compared to private companies. 

In line with what is mentioned above, it could be possible to extend this reasoning and see if 

the effects are also true when a distinction is made between large-cap public firms and non-

large cap public firms (small- or mid-cap). Since large-cap firms, normally, have more liquid 

stocks, it could be a reasonable assumption that during turbulent economic times, with increased 

volatility, the stocks of these large-caps suffer more and lead to a stronger decrease in firm 

value, which makes banks more reluctant to provide loans. These factors could then rationally 

lead to higher spreads for large-cap firms during economic crises. 

So, I can state the fourth hypothesis as follows: 

H4: Economic crises lead to a greater increase in loan spreads for large-cap public firms 

compared to other public firms. 
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4 Data and Methodology 

4.1 Data Sources 

In the following section of the thesis, I will present the utilized data sources, as well as the 

established methodology to conduct my research. The approach I used is largely founded on the 

methodology of Drago and Gallo (2020).  

There are, however, some significant differences between my methodology and the one just 

mentioned. The first one is that I include the COVID-19 crisis in my research, which allows me 

to extend the timeframe that these researchers used. Second, I am using a different database to 

gather my sample of syndicated loans. Third, I am controlling for different firm characteristics, 

to gain a deeper understanding of the mechanics at play. 

To carry out my empirical study, I gathered a dataset of 3,116 syndicated loans granted to 932 

individual companies in the Benelux, Germany, and France. I obtained these loans from 

Refinitiv Eikon Deal Screener. To conduct my research, I treat each tranche of a syndicated loan 

as an individual loan, because of its unique characteristics. The analyzed period covers January 

2008 until June 2022. By setting this specific timeframe I am able to research the effects of 

crises on the spreads of syndicated loans for public and private firms during three significant 

crises: the 2008/2009 financial crisis, the European sovereign debt crisis, and, as previously 

mentioned, the COVID-19 pandemic.  

I merged the loans from Refinitiv Eikon with additional financial information of the borrowers, 

which I gathered from Bureau Van Dijk – Orbis Europe database. I merged the firms based on 

different factors, such as: company name, operating country, and other firm-specific 

information. Finally, I also gathered data from Datastream to retrieve information on the value 

of the LIBOR/EURIBOR that was present at the time the loan was granted to the firm. 

4.2 Variables 

The following sections will discuss the variables that were used in this study more in detail. 

First, I present an overview of the dependent variable, the AISD. Subsequently, I discuss the 

independent variables of interest. Finally, I present the control variables which allow me to 

capture a better understanding of the dynamics at play. 
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4.2.1 Dependent Variable 

The dependent variable of my research, which I obtained from Refinitiv Eikon, is the logarithm 

of the initial all-in-drawn spread. Basically, this variable gives a complete overview of the total 

costs which the borrower must bear. This variable consists of several components, which are: 

the EURIBOR/LIBOR rate, the interest rate that is paid on top of this reference rate and any 

additional fees that must be paid during the duration of the loan. The reason for choosing this 

AISD as my dependent variable and not just the regular interest rate, is because this allows me 

to get a better understanding of the complete borrowing costs. The AISD is a better reflection 

of the assessment that the lender makes of the borrower. It allows me to capture market 

conditions, but also characteristics related to the borrower (Drago and Gallo, 2020). Besides 

this, I also chose to use the logarithm of this AISD, because this normalizes the data and avoids 

problems with skewness in the distribution of my data. 

4.2.2 Independent Variables 

The core independent variables of my research are two dummies, indicating whether the 

borrower is public (1) or private (0) and if the loan was granted during a crisis (1) or not (0). 

Simultaneously, I also created an interaction variable Listed * Crisis. This interaction variable 

allows me to capture the relationship between loans granted during crisis periods to public firms 

and the effects on the spread of the syndicated loan.  

4.2.3 Control Variables 

The first set of control variables that I used in my research are related to the specific 

characteristics of the loan. I selected these control variables based on prior research that was 

done in this field (Drago & Gallo, 2020; Ivashina & Scharfstein, 2010; Qian & Strahan, 2007; 

Sufi, 2007). 

The first variable is the reference rate of the LIBOR or EURIBOR. The reason for including 

this variable is that changes in the underlying interest rates could reasonably also impact the 

spread that borrowers must pay. Next, I use the maturity of the loan. Prior research has already 

proven that the duration of a loan is an important factor in setting the AISD (Bharath et al., 

2007). Another control variable related to the loan is a dummy variable called ‘secured’, which 

indicates if the loan was collateralized at the time it was granted (Drago and Gallo, 2020). 

Besides this, I also control with a dummy variable if the loan contains covenants. Another 

control variable that could reasonably have an impact on the loan is if the debt is senior or 
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subordinated. Finally, I also control for the type of loan and the purpose it was used, since more 

riskier loans could also rationally lead to higher spreads (Sufi, 2007 and Denis & Mihov, 2003). 

Besides control variables that are related to loan-specific characteristics, my research also 

includes two control variables regarding the characteristics of the borrower. The borrower 

variables that I selected are inspired by previous research that has been done in this area (Sufi, 

2007) 

The first control variable related to the borrower is a risk weight that has been given to each 

firm in the sample. This risk weight is obtained by converting the credit rating of the firm in 

accordance with the Basel III conversion scale (see appendix figure 3 for more information). 

Based on the credit rating of the firm at the time the loan was granted, each borrower receives 

a risk weight between 20% and 150% (BCBS, 2015). Non-rated firms receive a risk weight that 

is equal to 100%. By adding the risk weight to my model, I can leverage information that has 

been gathered on the borrowers by credit rating agencies and easily convert these into a 

quantifiable number. 

The second borrower related control variable is the logarithm of the EBITDA in the year prior 

to when the loan was granted. Drago and Gallo (2020) did not include this variable in their 

regression. I believe that including this variable could be an important factor in a lender’s 

decision to price the spread, since a company’s operating profitability could potentially be an 

important factor in setting the price of the loan. Drago and Gallo (2020) included other variables 

related to the borrower, such as: cash flow, leverage and fixed assets. Since all these variables 

were insignificant in their regression, I decided to not include these, but in turn search for other 

alternatives that could lead me to new understandings. Hence the choice for the EBITDA. 

The last set of control variables that I included are related to specific characteristics of the 

different countries in my sample. I created a dummy for each country, which will allow me to 

control for differences between them. It is reasonable to think that there could be country-

specific factors that cause differences in the spreads, such as the political influence that shapes 

the costs and terms of bank loans (Houston et al., 2012) or also the legal environment of each 

country (La Porta et al., 1997 and Djankov et al., 2007). 

 

 



22 
 

4.3 Methodology 

As previously mentioned, my approach follows largely the methodology of Drago and Gallo 

(2020). To perform the OLS regressions, I’m using the statistical software ‘Stata’. My research 

uses a panel data regression, which should allow me to capture both variations across time and 

within borrowers. At the same time, it also allows me to verify the specific variables that are 

mentioned in the previous section. 

My regression model looks as following: 

Ln (Loan Spread)i, t = β0 + β1Crisisi, t + β2Public Firmi, t + β3Crisisi, t * Public Firmi, t + β4Xi, t 

+ β5Yi, t + β6Zi, t + εi, t 

The goal of estimating this model is to assess whether there is a relationship between the 

occurrence of economic crises and the listing status of the borrowers in the Benelux, Germany 

and France and the impact on syndicated loan spreads. This model also allows me to include 

three vectors of control variables. X represents a vector of the control variables that are related 

to the loan, Y represents a vector of control variables that are related to the borrower and Z 

represents a vector for the aforementioned country dummies. 

The variable Ln (Loan Spread) represents the dependent variable, which I outlined before.  

Crisis is a dummy variable that takes a value of 1 if the loan was granted during the 2008/2009 

financial crisis, the European sovereign debt crisis or during the COVID-19 pandemic.  

Public Firm is a dummy that takes the value of 1 if the borrowing firm was public at the time 

the loan was granted.  

Crisis * Public is the interaction variable that allows me to research the relationship between 

the change in the spread and loans that were granted to public firms during a crisis. 

Lastly, I also had to define the specific timeframe in which a crisis occurred. For this, I used the 

turning points in economic cycles as defined by the OECD (2022). I identified the following 

periods as a crisis: 02/2008 until 06/2009 (2008/2009 financial crisis), 08/2011 until 02/2013 

(European sovereign debt crisis). To define the COVID-19 recession, I diverted from the OECD 

turning points and used 02/2020 as a starting point. This start date is generally agreed upon as 

the time when COVID-19 began. Deciding on the ‘end’ date is a more complex and subjective 

task since there is no ‘general’ consensus on when the COVID-19 crisis ended (especially in 

terms of economic consequences). A potential end date of this crisis could be the time when the 
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ECB started raising the interest rates (07/2022). Therefore, I set the end date of the COVID-19 

crisis on 06/2022 for my analysis, to avoid bias in my results coming from higher interest rates, 

which could rationally affect the spread. 
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5 Data Analysis and Results 

In the following sections I will discuss the descriptive statistics. After that, I will present the 

empirical results of my research. To conclude, I have performed some robustness checks in 

order to get a further validation of my earlier results. 

5.1 Descriptive Statistics 

In Table 1, I present an overview of the distribution of my sample for each of the chosen 

countries. The table gives an overview on the total number of loans per country, the average all-

in spread of the syndicated loans, the average amount that was borrowed by firms in each 

country, the absolute number of loans granted to listed firms, the relative number of loans 

granted to listed firms and the percentage of public firms in my sample for each country. The 

results show that almost 2/3 of the loans in my sample were granted to private firms and that 

the ratio of public to private firms is approximately 40/60. 

Table 1: The distribution of the syndicated loans by country 

Country Number of 

Loans 

Mean all-in 

spread (bps) 

Mean 

amount (mln 

of USD) 

Number of 

loans to 

listed firms 

% of loans to 

listed firms 

% of listed 

firms 

Belgium 159 303.46 1,298.50 70 44.03% 40.00% 

Netherlands 649 304.28 562.68 285 43.91% 45.16% 

Luxembourg 234 328.52 625.01 79 33.76% 42.04% 

Germany 904 313.36 821.81 368 40.71% 40.79% 

France 1,250 299.31 479.39 387 30.96% 35.26% 

Total 3,196 306.64 644.57 1,189 37.20% 39.70% 

 

Table 2 shows the descriptive statistics of my research. The key variables are presented with a 

distinction made for public and private firms. The results show that banks generally charge 

lower spreads to public companies compared with private firms. Private firms seemingly also 

tend to borrow for longer periods (6 months on average) and have more secured loans. 

Unsurprisingly, public firms also had a significantly higher EBITDA in the years prior to when 

the loan was granted. To find additional information on the correlation of the variables used in 

my research, I refer to appendix 1 and 2. The descriptive statistics from my research are very 

similar to the ones in the research of Drago and Gallo (2020). 
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Table 2 - Descriptive Statistics 

Variable Public 

Firms 

   Private 

Firms 

    Differences  

 Mean Median Std. 

Dev. 

 Mean Median Std. 

Dev 

  Diff. in 

mean1 

Diff. in 

median2 

Spread (bps) 257.58 250.00 161.78  335.70 350 152.06   -78.11*** -

100.00*** 

Crisis 0.24 0.00 0.46  0.26 0.00 0.44   -0.02* 0.00* 

Maturity 

(months) 

63.07 60.00 25.79  69.82 72.00 27.84   -6.75*** -12.00*** 

Secured 0.33 0.00 0.47  0.45 0.00 0.50   -0.11*** 0.00*** 

Covenant 0.07 0.00 0.25  0.04 0.00 0.20   0.02*** 0.00*** 

Basel III - RW 0.98 1.00 0.22  1.01 1.00 0.12   -0.04*** 0.00*** 

SovRating 21.46 22.00 0.82  21.37 22.00 0.87   0.09*** 0.00** 

Ln (EBITDA) 6.56 6.61 1.86  5.68 5.69 1.53   0.89*** 0.87*** 

Large cap 0.21 0 0.41  - - -   - - 

NumLenders 8.52 6 8.67  5.28 4 5.61   -3.24*** 2*** 

ForeignShare 0.74 0.80 0.29  0.70 0.75 0.28   0.04*** 0.05*** 

*** Significant at 1%, ** significant at 5%, * significant at 10%  
1 testing for the means with a t-test 
2 testing for the medians with a Mann-Whitney U test 
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5.2 Empirical Results 

In the following section I will present the main results of my research. As mentioned in the 

previous chapter, I performed an OLS regression to test the validity of my hypotheses. 

5.2.1 The impact of financial crises on firms’ loan spreads 

Table 3 shows the results from the OLS regressions, with variations of the model in every 

column to get a better understanding of the ongoing dynamics. 

Table 3 - The impact of economic crises on syndicated loan spreads 

 (1) 

Ln (Spread) 

(2) 

Ln (Spread) 

(3) 

Ln (Spread) 

(4) 

Ln (Spread) 

(5) 

Ln (Spread) 

Listed -0.247*** 

(0.000) 

-0.261*** 

(0.000) 

-0.269*** 

(0.000) 

-0.463*** 

(0.000) 

-0.287*** 

(0.000) 

Crisis 0.068* 

(0.058) 

0.118 

(0.249) 

0.070* 

(0.056) 

-0.061 

(0.539) 

0.101 

(0.333) 

Listed * Crisis 0.119*** 

(0.009) 

0.035 

(0.746) 

0.088* 

(0.065) 

0.045 

(0.706) 

0.098 

(0.368) 

Loan Control 

Variables 

     

EURIBOR/LIBOR -0.096*** 

(0.000) 

-0.072*** 

(0.000) 

-0.096*** 

(0.000) 

- -0.086*** 

(0.000) 

Duration 0.002*** 

(0.000) 

-0.002 

(0.226) 

0.002*** 

(0.000) 

- -0.003* 

(0.071) 

Secured 0.232*** 

(0.000) 

0.272*** 

(0.000) 

0.249*** 

(0.000) 

- 0.301*** 

(0.000) 

Covenant 0.059 

(0.181) 

-0.038 

(0.690) 

0.034 

(0.454) 

- 0.108 

(0.250) 

Senior Debt -1.171*** 

(0.000) 

-1.488*** 

(0.000) 

-1.201*** 

(0.000) 

- -1.537*** 

(0.000) 

Loan Type      

Term Loan 0.176*** 

(0.000) 

0.183** 

(0.016) 

0.187*** 

(0.000) 

- 0.162** 

(0.034) 

Bridge Loan -0.396*** 

(0.000) 

-0.616*** 

(0.000) 

-0.414*** 

(0.000) 

- -0.670*** 

(0.000) 

Revolving Loan -0.276*** 

(0.000) 

-0.379*** 

(0.000) 

-0.289*** 

(0.000) 

- -0.402*** 

(0.000) 

Loan Purpose      

CAPEX -0.050 

(0.616) 

-0.268 

(0.324) 

-0.024 

(0.820) 

- -0.375 

(0.173) 

LBO 0.349*** 

(0.000) 

0.317*** 

(0.000) 

0.360*** 

(0.000) 

- 0.312*** 

(0.000) 

Working Capital -0.069 

(0.342) 

0.065 

(0.722) 

-0.067 

(0.379) 

- 0.042 

(0.821) 

General Finance -0.169*** 

(0.000) 

-0.148*** 

(0.009) 

-0.159*** 

(0.000) 

- -0.155*** 

(0.007) 

Borrower 

Control Variables 

     

Basel III - RW 1.000*** 

(0.000) 

0.994*** 

(0.000) 

- 1.064*** 

(0.000) 

0.957*** 

(0.000) 

Ln (EBITDA) - 

 

-0.089*** 

(0.000) 

- -0.112*** 

(0.000) 

-0.095*** 

(0.000) 

Constant 5.272*** 

(0.000) 

6.817*** 

(0.000) 

6.744*** 

(0.000) 

5.372*** 

(0.000) 

6.823*** 

(0.000) 
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CFE Yes Yes Yes Yes No 

Observations 3,116 728 3,116 751 728 

Adj R-squared 0.428 0.525 0.375 0.352 0.501 

      

This table shows the results of the first model’s OLS regression. The dependent variable is Ln (Spread), which 

represents the logarithm of the initial AISD of the loan given to the i-th firm on day t. In column (2), I estimate 

the complete model with all vectors of control variables. In columns (1), (3), (4) and (5), I use different model 

specifications. *** significant at 1%, ** significant at 5%, and * significant at 10%. 

 

In column (1), I have estimated the model using all control variables, except for Ln (EBITDA). 

The results from the variable Listed show that public firms benefit from their status, since the 

spread drops 24.7% on their syndicated loans compared to private firms. In every variation of 

the model that I have tested, this variable has both a very strong economic and statistical power 

(p < 0.01).  

Therefore, I can say that Hypothesis 1 can be considered true. 

In columns (2), (3), (4) and (5), I present different variations of the model. Column (2) contains 

all the variables for the regression (including Ln (EBITDA), while in columns (3), (4) and (5) 

every time I exclude one vector of control variables. 

Besides this, the results from columns (1) and (3) prove that during a crisis the spreads on 

syndicated loans tend to increase with about 7%, which is statistically significant at a 10% level 

(p < 0.1). It can thus be observed that when I include a variable to control for the EBITDA of 

the firm, the variable Crisis loses its significance. Nevertheless, the results from columns (1) 

and (3) are in line with Hypothesis 2, implying that for most firm the spreads tend to rise during 

a crisis, but that even during times of economic crises lenders give more weight to the actual 

performance of the firm (as reflected by Ln (EBITDA)), than just raising spreads merely for 

being in a crisis. 

Other remarkable observations can be made regarding some of the included control variables. 

The dummy variable ‘Senior Debt’ is both economically and statistically very relevant. In all 

the variations of the model, senior loans heavily reduce the spreads paid on the syndicated loans 

as compared to subordinated debt. These results are also highly significant. The type of loan 

and its purpose are also variables that cannot be neglected and potentially can have a very strong 

influence in determining the price of the loan. The other control variables related to the borrower 

Basel III – RW and Ln (EBITDA) are also key determinants for lenders to set the spread. 
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As for hypothesis 3, I can state that when I do not include the EBITDA of the borrower, public 

firms tend to experience a stronger increase in the price of syndicated loans during periods of 

crisis. However, the inclusion of this specific borrower variable reduces the statistical 

significance of the interaction term. Therefore, just like with hypothesis 2, I can see that public 

firms, on average, do experience an increase in the spreads of their syndicated loans during a 

crisis, but again, when controlling for EBITDA this effect is no longer present. 

5.2.2 The effects of economic crises on the borrowing costs of large-cap firms 

As mentioned in previous parts of the thesis, public firms tend to have a substantially higher 

market cap and transparency level compared to private firms. Because of the market sensitivity 

effect, they benefit from increased visibility during economic stable times, but experience 

adverse effects when there is instability in the economy, leading to increased volatility in 

financial markets. To build further on hypothesis 3, I performed a more in-depth analysis in 

which I only considered public firms and created a dummy variable that indicates if the public 

firm is either a large-cap or not. Since public firms experienced, under some circumstances, a 

stronger increase in loan spreads than private firms (due to their increased visibility and 

transparency), I want to check if these effects are also applicable to large-cap public firms 

compared to small- or mid-caps. 

Thus, to perform the following regression, I excluded private firms from my sample and 

included a new dummy variable Large-Cap. The dummy Large-Cap takes the value of 1 if the 

total assets of the borrower are valued > $10 billion USD. The creation of this new dummy 

variable allowed me to establish a second model, to test for hypothesis 4: 

Ln (Loan Spread)i, t = β0 + β1Large-Capi, t + β2Crisisi, t + β3Large-Cap * Crisisi, t + β4Xi, t + 

β5Yi, t + β6Zi, t + εi, t 
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Table 4 – The impact of economic crises on large-cap public firms 

 (1) 

Ln (Spread) 

(2) 

Ln (Spread) 

Crisis 0.081 

(0.166) 

-0.096 

(0.331) 

Large-Cap -0.634*** 

(0.000) 

-0.223** 

(0.030) 

Crisis * Large-Cap 0.376*** 

(0.000) 

0.593*** 

(0.000) 

Ln (EBITDA) 

 

- -0.092*** 

(0.000) 

Loan Variables 

Borrower Variables 

CFE 

Observations 

Adj R-squared 

Yes 

Yes 

Yes 

1,150 

0.545 

Yes 

Yes 

Yes 

521 

0.524 

This table shows the results of the second model. The dependent variable is Ln (Spread), which represents the 

logarithm of the initial AISD of the loan given to the i-th firm on day t. *** significant at 1%, ** significant at 5%, 

and * significant at 10%. 

 

The results from column (1) and (2) in Table 4 show that Large-Cap public firms are charged 

significantly lower spreads compared to other public firms. However, during times of crises the 

coefficient of the variable Crisis * Large-Cap becomes positive and highly significant (p < 

0.01). Even when I control for Ln (EBITDA) the results remain unchanged, indicating that the 

effects of a crisis are stronger for large-cap public firms vs non-large cap public firms in 

comparison with the effects of a crisis on public firms vs. private firms. 

Thus, based on the previous results I can confirm hypothesis 4. 

5.3 Robustness Checks 

In the subsequent sections, I have performed two robustness tests to validate my previous results 

and get a better understanding of potential elements that could have led me to wrong results. In 

the first robustness test I check if the percentage of foreign lenders impacts the price of 

syndicated loans. The second test uses a different sample selection technique and only includes 

firms that have received a loan during both a crisis period and a non-crisis period. 

5.3.1 The impact of foreign lenders in the loan syndicate 

The percentage of foreign mandated arrangers or co-managers could potentially be a factor that 

has an impact on the price of the syndicated loan. This is because foreign lenders might have a 

different, more conservative approach to assess a borrower that is not located in the same 

country. This could be due to various reasons, such as: less knowledge of the local regulations, 
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bigger information asymmetries, etc. The inclusion of this variable should allow me to capture 

the aforementioned dynamics. 

Table 5 - The impact of economic crises considering the share of foreign lenders 

 (1) 

Ln (Spread) 

(2) 

Ln (Spread) 

Listed -0.247*** 

(0.000) 

-0.259***  

(0.000) 

Crisis 0.068* 

(0.051) 

0.110 

(0.289) 

Listed * Crisis 0.117*** 

(0.010) 

0.044 

(0.689) 

ForeignShare -0.024 

(0.580) 

0.072 

(0.533) 

Ln (EBITDA) - 

 

-0.092*** 

(0.000) 

Loan Variables 

Borrower Variables 

CFE 

Observations 

Adj R-squared 

Yes 

Yes 

Yes 

3,116 

0.427 

Yes 

Yes 

Yes 

728 

0.525 

The first column shows the results of the first model. This was estimated by adding the variable ForeignShare. 

In the second column, I have added the variable Ln (EBITDA). The dependent variable is Ln (Spread), this is 

the logarithm of the initial AISD of the syndicated loan given to the i-th firm on day t. *** significant at 1%, ** 

significant at 5%, and * significant at 10%. 

 

After running the regression, I observe that the variable ForeignShare is statistically 

insignificant. This is the case, both when I control for Ln (EBTIDA) and not. Based on this, I 

cannot say if the percentage of foreign lenders has an impact on the spread and further research 

should be conducted to get a better understanding of the dynamics at play. 

5.3.2 Using a constant sample composition during crisis and non-crisis 

The previously obtained results could be biased by the method I have applied to establish my 

initial sample. Therefore, I decided to perform the same regression as in the first model, but this 

time only considering firms that obtained a syndicated loan during both a crisis and a non-crisis 

period. This sample selection technique is based on the methodology from (Ball et al., 2015). 

My results are presented in Table 6. 

 

 

 

 



31 
 

Table 6 - The impact of economic crises on syndicated loan spreads using a constant 

sample 

 (1) 

Constant Sample - Ln (Spread) 

(2) 

Constant Sample – Ln (Spread) 

Listed -0.403*** 

(0.000) 

-0.332** 

(0.024) 

Crisis -0.069 

(0.310) 

-0.117 

(0.498) 

Listed * Crisis 0.307*** 

(0.000) 

0.374** 

(0.049) 

Ln (EBITDA) - 

 

-0.097*** 

(0.008) 

Loan Variables 

Borrower Variables 

CFE 

Observations 

Adj R-squared 

Yes 

Yes 

Yes 

718 

0.547 

Yes 

Yes 

Yes 

274 

0.539 

The first column shows the results of the first model. This was estimated by using a constant sample of only 

firms that received a loan during both crisis and non-crisis periods. The dependent variable is Ln (Spread), 

logarithm of the initial AISD of the loan given to the i-th firm on day t. *** significant at 1%, ** significant at 

5%, and * significant at 10%. 

 

First of all, it must be noted that applying this method led to a heavy reduction of my total 

sample, which could bias the results. However, hypothesis 3 can also be confirmed when using 

a constant sample size, since the coefficient of Listed * Crisis is, again, both economically and 

statistically highly significant (both in column (1) and (2)).  

It can also be observed that the coefficient of the variable crisis becomes negative in this 

regression, but due to the statistical insignificance, no conclusions can be drawn from this 

variable. 
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6 Discussion 

In this section I will discuss the key findings of my research, followed by the theoretical and 

practical implications. 

6.1 Key findings 

6.1.1 The effects of economic crises based on public vs private firms 

The main discovery from my research is that with an increase in the level of firm transparency 

(public vs private and large-cap vs small-/mid-cap), the spread on the loans that firms pay during 

economic crises goes up. My results are in line with previous research conducted by Drago and 

Gallo (2020) in similar circumstances. However, another important discovery is that my 

findings lose their statistical significance when I include the variable Ln (EBITDA) to control 

for the operational performance of the borrowing firm. This might imply that, even during 

economic crises, lenders consider the financial health of the firm an important factor to 

determine the spread and do not raise the price of syndicated loans for all firms regardless of 

their performance. As mentioned in the literature before, large firms typically benefit from their 

increased visibility, which places them in a better position to negotiate their interest rates. 

However, my results have shown that this increased visibility leads to adverse effects in 

turbulent economic times. There can be numerous reasons for this effect to take place, such as: 

heightened complexity of public firms, stocks becoming more illiquid during times of increased 

volatility, higher leverage levels, etc. 

A potential explanation for my results could be that even during times of crises, lenders are 

generally more concerned with the cash-generating abilities of the borrower, rather than merely 

focusing on their status as public or private. In this way, my findings are in line with previous 

studies where researchers investigated borrower-specific characteristics in order to determine 

the loan spread (Bharath et al., 2011). Even during economic crises, banks still tend to analyze 

borrowers on a case-by-case basis. It could thus be argued that it is possibly not the crisis itself 

that leads to an increase in the spreads, but this can just be considered as a timeframe where 

more firms than usual experience financial distress. This aggregated effect could be the reason 

why the spreads of syndicated loans increase.  

As a consequence, the underlying reason for the increase in spreads is the firm’s poor 

performance rather than a general increase of prices due to increased panic in the markets. 
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Another possible explanation can be found in the fact that public firms usually have more access 

to alternative sources of financing. Therefore, a public firm could be less willing to accept 

unfavorable loan conditions when they are still operating strongly during a crisis. This leaves 

only the ‘weaker’ public firms to accept these higher imposed spreads, which drives the overall 

value of syndicated loan prices up during times of economic turmoil. Goel and Zemel (2018) 

confirm this explanation with their research of the 2008/2009 financial crisis. They discovered 

that public firms with a strong balance sheet shifted much more towards the bond markets and 

thus were less affected by the negative effects of the reduction in the supply of credit. 

6.1.2 The effects of economic crises on large-cap vs mid/small cap firms 

Another interesting finding of my research is that within the category of public firms, large-

caps experience a much stronger increase of the spreads on their syndicated loans during 

economic crises compared to small-/mid-cap public firms.  

Even when I take into account specific borrower characteristics, such as variables: Basel III – 

RW and Ln (EBITDA), these effects still persist. There could be a few possible explanations for 

this. Large-cap firms often have very complex financial structures and diverse operations, and, 

during economic crises, these could serve as an amplifier, since their perceived risk also 

increases more compared to smaller public firms. This is why lenders could charge large-cap 

firms higher spreads since they have a higher risk profile in crises. In line with what was 

mentioned for public firms, an increased level of illiquidity of their assets might in turn lead to 

higher costs of financial distress, which is translated into the price that lenders charge these 

large-caps. 

6.1.3 The influence of foreign mandated arrangers and co-managers 

To gain a further understanding of certain omitted variables that could influence my results, I 

ran a robustness check to see whether the percentage of foreign lenders has an impact on the 

price of syndicated loans. In theory, a higher number of foreign mandated arrangers or co-

managers could lead to situations where informational asymmetry levels increase, or different 

regulatory environments can make financial institutions more hesitant to borrower to firms in 

third countries. These factors could rationally lead to an increase in the spread when the 

percentage of foreign lenders increases. However, my results could not support this proposition. 

This might imply that the relationship between foreign lenders and borrowers is not as 

straightforward as I initially thought. One important keynote, however, is that the countries in 
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my sample (Benelux, Germany and France) all share a lot of similarities in terms of political 

structure and prosperity levels. This is why potentially the variable ForeignShare could have 

been more significant if my sample consisted of countries where the differences in economic 

prosperity are more distinct. In any case my findings could be an interesting source for further 

exploration. 

6.1.4 The effects of using a constant sample 

In the final phase of my research, I conducted a regression where I only included firms from 

my sample that borrowed at least once during both a crisis and a non-crisis. The results from 

this regression are in line with my prior findings and demonstrate that during economic crises 

public firms experience a stronger increase in the price of their syndicated loans. By 

demonstrating this, I was able to show that my original observations were not the result of firms 

that only borrow during certain market conditions. 

6.2 Theoretical implications 

My findings contribute to the literature on the relationship between information asymmetry and 

the cost of external financing. Earlier research has already demonstrated that companies prefer 

methods of internal financing because this reduces the costs of information asymmetries (Myers 

and Majluf's Pecking Order Theory, 1984). However, my research has shown that public firms 

appear to pay higher spreads during economic crises. This could imply that an increased amount 

of informational asymmetry could be beneficial to borrowers in more turbulent times and thus 

provide a new insight into this theory. 

Normally, smaller firms face greater obstacles to receive financing, which has an impact on 

their growth (Beck et al., 2005). However, my research also carries implications regarding the 

theory surrounding the size of the firm and its financial performance, because, based on my 

findings, large-cap public firms are encountering challenges related to the prices paid on their 

loans during economic crises. 

Another implication for the theoretical literature is that including the logarithm of EBITDA as 

a control variable in my regression offers a new understanding of the dynamics at play. In 

contrast to research by Drago and Gallo (2020), I do not rely on the firm’s amount of leverage 

or other financial ratios, but I rather focused on the operational performance of the firm and 

how this impacts a lender’s decision-making process. 
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Finally, the insignificant effect of foreign arrangers on the prices of loan spreads could lead to 

new insights, since it is not automatically implied that a higher presence of foreign arrangers 

will automatically lead to increased spreads (Yilmaz, 2018). As I already mentioned before, in 

the case where the foreign lenders are from neighboring countries or when they share similar 

levels of economic prosperity, an increase in this percentage does not necessarily have to go 

hand in hand with a higher loan price. 

6.3 Practical implications 

My research could serve as a guideline for public companies (especially large caps) to apply 

this knowledge in structuring their debt profile. Given this general increase in spreads during 

economic crises, it could be interesting for these firms to renegotiate their current loans during 

economic stable times to allow them to benefit from better conditions. Since the EBITDA of a 

firm serves as a key determinant for lenders to assess borrowers, it would encourage firms to 

focus on their operational performance to benefit from acceptable loan rates. 

Since the presence of foreign arrangers in my sample did not seem to significantly impact the 

spreads, my findings could stimulate policy makers to establish regulations that encourage 

cross-border lending, since for neighboring countries no detrimental effects were found. 
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7 Limitations and Further Research 

Even though my research has offered a valuable contribution to my understanding of the 

syndicated loan markets, there are several limitations attached to my findings. These limitations 

can serve as an interesting source for future research. The first is that, while my study includes 

some borrower characteristics, such as: public vs private, EBITDA, Risk Weight, etc. there 

could be other borrower specific variables that reasonably have an impact on the spreads. 

Elements such as intangible assets or management quality could also have an impact on the 

spreads during economic crises. 

Another limitation of my research that could be researched is the impact of prior relationships 

between borrowers and lenders and see what the effect is of these dynamics on the spreads 

during times of increased market volatility. 

My research focused on the effects of economic crises, so an interesting future research project 

could be to investigate other types of shocks to the economy or industry-specific crises. Another 

interesting aspect could be to analyse the crisis more into detail and see if the various stages 

(such as peak vs recovery phase) differently impact the spreads. 

Lastly, my study also has a geographical limitation. I focused in my research on the Benelux, 

Germany and France. Therefore, it might not be right to generalize my findings for the whole 

European continent, since regulation in Southern, Eastern, and even Northern Europe can have 

significant differences, which differently impact loan prices. 
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8 Conclusion 

My research led me on a journey to discover the relationship between the transparency level of 

a firm and economic crises on how this is reflected in syndicated loan spreads. The goal of my 

research is to provide the reader with a better understanding of the dynamics that determine 

this. 

The evidence that I found has shed a new light on the different dynamics that come into play. 

Contrary to conventional wisdom, public firms tend to experience a stronger increase in the 

price of their syndicated loans compared to private firms during economic crises. These effects 

also hold true when I compare large-cap public firms with small-/mid-cap public firms. Thus, 

my results could imply that an increased level of transparency proves to be detrimental during 

economic crises. An important cause for this can be found in the higher sensitivity of these firms 

to economic shocks. 

Especially when I compare large-cap to other public firms, the negative effects of an economic 

crisis on the loan spreads seem to be very explicit. However, when I ran a robustness check to 

test for the effect of the percentage of foreign lenders in the syndicate, there seemed to be no 

significant impact. This might imply that the foreign lenders play a lesser role than initially 

thought when investigating borrower characteristics. It could also be a consequence of my 

sample selection, since all borrowers come from countries with similar prosperity levels. 

When I analyze the firm’s performance using the EBITDA, the impact of the listing status of 

the firms became insignificant. This finding could potentially open the door for a new theory 

which states that the operational performance of a firm can serve as a buffer for the negative 

effects of a crisis on the price which public firms pay for their loans. 

Lastly, I also performed a robustness check with a constant sample. This included only firms 

that had taken a loan during both crisis and non-crisis times. The results of this robustness check 

were in line with my prior findings. 
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9 Appendix 

 

Figure 1 - Correlation Matrix - All Variables 
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Figure 2 - Correlation matrix - All Variables (excl. EBITDA) 

  



40 
 

 

Figure 3 - Basel III: Risk Weight conversion scale 
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