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This paper examines the reallocation of credit among Japanese firms during the
period FY1980-FY2014. We employ the quarterly Financial Statements Statistics of Corporations by Industry
and apply the job reallocation measure proposed by Davis and Haltiwanger (1992) in order to gauge the
extent of credit reallocation. Our findings are as follows: (1) there is a substantial amount of credit
reallocation at any phase of the business cycle, indicating that firms® financial procurement behavior is
inherently quite heterogeneous; (2) overall credit reallocation is procyclical to the business cycle in
Japan as a result of strong procyclicality of credit creation and relatively weak countercyclicality of
credit destruction.
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