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Do International Capital Structures Converge?

Seungwook Bahng*

Abstract

This study investigates whether national differences in capital structure have converged.
In order to analyze converging trend, the paper selected the capital structures of major
OECD countries during the past 20 years as a data base. A graphical review indicated
converging evidence in the national debt ratios over the years. Motivated by this evidence,
this research then attempted to confirm the hypothesis of convergence using econometric
models. The empirical analysis showed that the capital structure of Japan converged
toward the global trend. Depending on the samples taken and the debt ratios defined.
conflicting results were obtained as to B~ and 0- convergence hypotheses.
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