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Stress Test on a Shipping Company’s Financial Stability

Park, Sunghwa - Kwon, Janghan

Abstract F

This study examines the effect of macroeconomic shocks on the financial stability of the
Korean shipping industry, Using Firth logistic regression model, this study estimates the de-
fault probability of a shipping company. The results from a default prediction model sug-
gest that total assets are negatively correlated with default probability, while total debt is
positively correlated with default probability, Based on the results from a default prediction
model, this study investigates the effect of macroeconomic shocks, namely total assets,
sales, and total debt shocks, on a shipping company’s default probability, The stress test
results indicate that a decrease in sales and total assets significantly deteriorates the finan-
cial stability of a shipping company.
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