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Research on Interest Rate Determinants in Shipping Loans

Chung, Kyung-Suk - Lee, Ki-Hwan - Kim, Myoung-Hee

Abstract F

According to previous studies, the key factor in determining the loan interest rate for shipping
companies is the default risk premium. Therefore, this study analyzes the determinants of the risk
premium of shipping loans using a multiple linear regression model. With the risk premium as the
dependent variable, a total of 10 independent variables are selected, including three factors: loan
characteristics, borrower's creditworthiness, and economic situation. Samples are 82 shipping loans
supported by Bank A from 2014 to 2022. As a result, borrower's creditworthiness(current ratio, debt
ratio, firm age) and economic situation(freight index) affect the risk premium in analysis for all
samples. It is found that borrower's creditworthiness has some influence on the risk premium for
container ships(current ratio, cash holding ratio, debt ratio, operating income to sales) and bulk
carriers(debt ratio, firm age). Market situation affects the risk premium in gas carriers, However, in
the model targeting tanker ships, unlike previous studies, all factors have no effect on the risk
premium,
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