

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Activity shocks and corporate liquidity: the role of trade credit

	
    
        
            
            







    
    










    
    
    
    











			
                    Banque de France Working Paper No. 851
 
        

    
	

	
	
		
		
			89 Pages
		
		

		Posted: 13 Dec 2021
		
			Last revised: 10 Nov 2023
		
		
	

	
		
			
			




	See all articles by Benjamin BureauBenjamin Bureau
Banque de France
Anne Duquerroy
Banque de France
Frédéric Vinas
Banque de France


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 13, 2023

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We show both theoretically and empirically how trade credit financing may magnify the impact of activity shocks on corporate liquidity. Using unique daily data on payment defaults on suppliers in France, we quantify the magnitude of the short-term cyclical liquidity stress induced by trade payment obligations, exploiting the Covid-19 crisis as an exogenous shock.  A one standard deviation rise in net trade credit position increases firm’s default probability by 10% during the lockdown. We find higher impacts for downstream sectors — up to 30% increase in the retail trade – for financially constrained firms, and a contraction in investment. 
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