
Ad
ve

r

Journal of International Financial Management & Accounting / Volume 32, Issue 1 /  pp. 5-20

ORIGINAL ARTICLE

Corporate �nancial distress: The case of publicly listed �rms in an emerging market

economy

First published: 15 August 2020

https://doi.org/10.1111/jifm.12122

Abstract

References 

Agresti, A. (2013). Categorical data analysis, 3rd ed. New Jersey: John Wiley & Sons.

Altman, E. I. (1968). Financial ratios, discriminant analysis and the prediction of corporate bankruptcy. The
Journal of Finance, 23(4), 589–609.

Asquith, P., Gertner, R., & Scharfstein, D. (1994). Anatomy of �nancial distress: An examination of junk-bond
issuers. The Quarterly Journal of Economics, 109(3), 625–658.

Regina M. Lizares, Carlos C. Bautista

Occurrences of �nancial distress (FD) are not readily obvious yet can span several periods. This
paper examines episodes of FD using industry-relative (IR) �rm-/ accounting-, market- and macro-
level information. Mixed logit regressions reveal that �rm- and market-based measures, as well as
macro-level variables explain the likelihood of FD in 263 publicly listed non-banking �rms in the
Philippines during the period 1995 to 2018. Rates of identi�cation of �rms in �nancial distressed
states of close to 69 percent are obtained at a cuto� probability of 0.30 in the model with time-
varying intercept and slope. This study shows the importance of recognizing heterogeneous �rm
behavior. The ability to more accurately predict the probability of FD and to determine the �nancial
health of �rms can help �nancial institutions in allocating funds and policy makers in predicting
crises episodes.
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