

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
				
			
		
			
				
			
		
			
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	How and Why Do Small Firms Manage Interest Rate Risk?

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Financial Economics (JFE), Vol. 87, No. 2, 2008
 
                    FRB of New York Staff Report No. 215
 
        

    
	

	
	
		
		
			51 Pages
		
		

		Posted: 16 Aug 2005
		
			Last revised: 20 Nov 2012
		
		
	

	
		
			
			




	See all articles by James I. VickeryJames I. Vickery
Federal Reserve Bank of Philadelphia


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 6, 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Although small firms are particularly sensitive to interest rates and other shocks, empirical work on corporate risk management has focused instead on large public companies. This paper studies fixed-rate and adjustable-rate loans to see how small firms manage their exposure to interest rate risk. Credit-constrained firms are found to match significantly more often with fixed-rate loans, consistent with prior research that shows the supply of credit shrinks during periods of rising interest rates. Banks originate a higher share of adjustable-rate loans than other lenders, ameliorating maturity mismatch and exposure to the lending channel of monetary policy. Time-series patterns in the fixed-rate share are consistent with recent evidence on debt market timing. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Risk management, Interest rate risk, Loans, Small firms

	
	

	
    

    
	

	
	
		JEL Classification: G21, G30, G32

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Vickery,  James Ian, How and Why Do Small Firms Manage Interest Rate Risk? (September 6, 2006). Journal of Financial Economics (JFE), Vol. 87, No. 2, 2008, FRB of New York Staff Report No. 215,  Available at SSRN: https://ssrn.com/abstract=782404 or http://dx.doi.org/10.2139/ssrn.782404 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						James Ian Vickery (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Federal Reserve Bank of Philadelphia]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Federal Reserve Bank of Philadelphia  ( email )

			

			
			
				
				
				
					10 Independence Mall
Philadelphia, PA  19106
United States
+12155746549 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.vickeryjames.com
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      471

			

		
		
		
			Abstract Views

			    2,779

		

		
		 
		
			Rank

			  112,074

		

		
	


	
		
            
            	       13 Citations
		

	

	
		
			
				       44 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Risk Management eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Risk Management eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            4,665

                                    

                                    
                                        PAPERS

                                           15,539

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Robert Sales at Global Association of Risk Professionals

                                    

                                
                            

                        

                    

                
	
                    Corporate Finance: Capital Structure & Payout Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Capital Structure & Payout Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,641

                                    

                                    
                                        PAPERS

                                           15,017

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,565

                                    

                                    
                                        PAPERS

                                           40,908

                                    

                                

                                
                            

                        

                    

                
	
                    Federal Reserve Bank of New York Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Federal Reserve Bank of New York Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,563

                                    

                                    
                                        PAPERS

                                            1,697

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              832

                                    

                                    
                                        PAPERS

                                            8,029

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Risk Management:  Coordinating Corporate Investment and Financing Policies

                        
                            By
                                
                                
                                    
                                    Kenneth Froot, 
                                    
                                
                                    
                                    David S. Scharfstein, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Why Firms Use Currency Derivatives

                        
                            By
                                
                                
                                    
                                    Christopher Geczy, 
                                    
                                
                                    
                                    Bernadette A. Minton, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Use of Foreign Currency Derivatives and Firm Market Value

                        
                            By
                                
                                
                                    
                                    George (yiorgos) Allayannis
                                     and 
                                
                                    
                                    James Weston
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Exchange Rate Exposure, Hedging, and the Use of Foreign Currency Derivatives

                            
                                By
                                    
                                    
                                        
                                        George (yiorgos) Allayannis
                                         and 
                                    
                                        
                                        Eli Ofek
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Firms Hedge in Response to Tax Incentives?

                            
                                By
                                    
                                    
                                        
                                        John R. Graham
                                         and 
                                    
                                        
                                        Daniel A. Rogers
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Impact of Cash Flow Volatility on Discretionary Investment and the Costs of Debt and Equity Financing

                            
                                By
                                    
                                    
                                        
                                        Bernadette A. Minton
                                         and 
                                    
                                        
                                        Catherine M. Schrand
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Much Do Firms Hedge with Derivatives?

                            
                                By
                                    
                                    
                                        
                                        Wayne R. Guay
                                         and 
                                    
                                        
                                        S.p. Kothari
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Much Do Firms Hedge with Derivatives?

                            
                                By
                                    
                                    
                                        
                                        Wayne R. Guay
                                         and 
                                    
                                        
                                        S.p. Kothari
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Exchange Rate Exposure

                            
                                By
                                    
                                    
                                        
                                        Kathryn M.e. Dominguez
                                         and 
                                    
                                        
                                        Linda L. Tesar
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Competition and Exchange Rate Shocks: A Cross-Country Industry Analysis of Stock Returns

                            
                                By
                                    
                                    
                                        
                                        John M. Griffin
                                         and 
                                    
                                        
                                        RenÃ© M. Stulz
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.103 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
