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This paper investigates how the composition of corporate debt relates to shareholders’ wealth across the distribution of firm valuation in a high cost borrowing environment. Using a balanced panel of 43 listed Nigerian manufacturing firms from 2013 to 2023, we compare pooled Ordinary Least Squares with year effects to quantile regressions at the 25th, 50th and 75th quantiles of shareholders’ wealth. Shareholders’ wealth is proxied by market capitalisation; the key regressors are short-term and long-term interest-bearing debt ratios, with the cost of debt as a conditioning variable and profitability and firm size as controls. Interaction terms between cost of debt and debt structure are constructed from mean-centred regressors. The results show that short-term debt is positively associated with shareholders’ wealth throughout the distribution, while long-term debt is negatively associated. The cost of debt is adverse on average and most pronounced around the median quantile. Interaction terms are not statistically significant across quantiles, which suggests that, conditional on observables, the cross-quantile differences are driven largely by the level effects of debt structure and borrowing costs rather than by moderation. The findings highlight distributional heterogeneity in the debt–value nexus that is not captured by mean regressions alone and have implications for tenor policy, treasury management, investor screening and credit-market design in emerging economies.
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1. Introduction
Capital structure remains a central question in corporate finance because it determines how cash flows, risk, and control rights are allocated between debt holders and equity holders. The way firms combine short-term and long-term borrowing has direct implications for shareholders’ wealth through tax effects, expected distress costs, renegotiation frictions, and agency incentives. Classic theories provide important benchmarks. Trade-off theory holds that firms balance the tax advantages of debt with the expected costs of financial distress and contracting rigidities to determine an optimal leverage position (Kraus & Litzenberger, 1973; Modigliani & Miller, 1963). Pecking order theory predicts a financing hierarchy shaped by asymmetric information, with retained earnings preferred to debt and debt preferred to external equity (Myers, 1984; Myers & Majluf, 1984). Agency perspectives emphasise the dual role of leverage as both a disciplining mechanism and a potential source of risk-shifting and underinvestment when debt loads become excessive (Jensen & Meckling, 1976; Jensen, 1986). Debt maturity structure adds further complexity, since short-term debt enhances monitoring and flexibility at the cost of rollover exposure, while long-term debt offers horizon matching but carries higher coupons and tighter covenants, particularly in emerging markets (Barclay & Smith, 1995; Stohs & Mauer, 1996).
Recent empirical evidence shows that these mechanisms operate differently across institutional contexts and across firms within the same market. Studies in emerging markets document that short-term debt may support liquidity and operational efficiency, thereby improving market-based valuation, whereas long-term debt often erodes value where borrowing costs are high, credit markets are shallow, and refinancing risk is salient (Abor, 2005; Shikumo et al., 2020; Omodara, 2023). Cross-country evidence further indicates that the pricing and availability of debt depend on legal protections, corruption levels, disclosure quality, and market depth, which shape firms’ access to both bank credit and public debt markets (Fan et al., 2012). These factors imply that the debt–value relationship need not be uniform across firms; instead, firms at different points of the valuation distribution may face different constraints, pricing structures, and risk exposures.
Most existing studies predominantly estimate mean regression models, including pooled OLS, fixed effects, random effects, and system GMM, which report the average effect of leverage or debt maturity on firm performance or market valuation (Ibrahim & Isiaka, 2020; Zimny, 2021; Das et al., 2022; Kanoujiya et al., 2023; Ghardallou, 2023). Such approaches mask substantial heterogeneity. Firms differ in size, asset base, bargaining power, governance quality, and access to financial markets. These differences influence both the cost and the marginal value of short-term and long-term debt. Quantile regression provides a more informative approach by tracing covariate effects across the valuation distribution and by accommodating the non-normality and skew that characterise financial data in emerging markets (Koenker & Bassett, 1978; Koenker & Hallock, 2001; Koenker, 2005). A distributional approach is especially appropriate in Nigeria, where borrowing costs are elevated and volatile, term funding is scarce, and currency mismatches amplify refinancing and liquidity risks. In such an environment, the marginal distress cost curve is steep, narrowing the region in which debt adds value and potentially yielding different valuation responses for low-valuation and high-valuation firms.
This study applies quantile regression to examine how short-term and long-term interest-bearing debt relate to shareholders’ wealth, proxied by market capitalisation, among listed Nigerian manufacturing firms. We extend the literature in three ways. First, we provide distributional evidence on the debt–value relationship in a high-cost borrowing environment where financing frictions are first order. Secondly, we incorporate the firm’s cost of debt as a conditioning variable and test whether it moderates the valuation effects of debt structure across quantiles. This matters because borrowing costs in Nigeria are heterogeneous and can materially alter the marginal benefit of debt. Thirdly, our framework clarifies whether tenor mix recommendations should differ across firms, thus offering practical implications for managers, investors, and financial regulators.
The remainder of the paper is organised as follows. Section 2 develops the theoretical and empirical foundations and states the hypotheses. Section 3 describes the data, variable construction, and empirical strategy. Section 4 presents the results and interprets distributional patterns. Section 5 concludes with implications for financial policy and corporate debt management, along with recommendations for future research. Lastly, section 6 discussed the limitations of the study and offer direction for future studies. 
2. Literature review and hypotheses
2.1 Theoretical framework
Capital structure theory provides the foundation for understanding how firms allocate risk and cash flows between debt and equity holders. Trade-off theory predicts that firms choose leverage by weighing tax benefits against expected distress and agency costs, implying an interior optimum that varies with borrowing conditions and firm risk (Kraus & Litzenberger, 1973; Modigliani & Miller, 1963). Pecking order theory asserts that information asymmetry generates a financing hierarchy in which internal funds dominate debt, and debt dominates equity (Myers, 1984; Myers & Majluf, 1984). Agency theory highlights the dual nature of leverage: while debt can discipline managers by reducing free cash flow, excessive leverage may induce risk-shifting and underinvestment (Jensen and Meckling, 1976; Jensen, 1986). Debt maturity structure adds an additional optimisation margin. Short-term debt enhances monitoring and flexibility but exposes firms to rollover risk, while long-term debt aligns with asset horizons but embeds higher coupons, stricter covenants and renegotiation frictions (Barclay & Smith, 1995; Stohs & Mauer, 1996).
In high cost borrowing environments such as Nigeria, these trade-offs become more acute. Empirical evidence from Nigeria shows that financing costs materially condition the effectiveness of corporate decisions, with cost of capital significantly moderating the relationship between real investments and firm value (Gamu et al., 2025). Elevated interest rates steepen distress-cost curves and compress the region in which debt adds value. Firms therefore face different marginal effects of short-term and long-term debt depending on their credit quality, access to financial markets and sensitivity to refinancing risk. This heterogeneity provides a theoretical rationale for exploring distributional effects rather than relying on mean responses. This argument is consistent with recent Nigerian evidence showing that governance and performance relationships differ markedly across conditional quantiles, a feature that conventional mean-based estimators fail to capture (Eduzor et al., 2025). Quantile regression supports this objective by estimating covariate effects at different points of the valuation distribution, allowing heterogeneous effects to emerge where traditional mean regressions would mask them (Koenker & Bassett, 1978; Koenker & Hallock, 2001; Koenker, 2005).
2.2 Empirical evidence and hypotheses
Empirical studies show that debt composition influences firm performance and valuation, with short-term debt often supporting liquidity and monitoring benefits, while long-term debt can depress value where borrowing costs and distress risks are elevated (Abor, 2005; Fama & French, 2002; Frank & Goyal, 2009). Debt maturity choices also reflect asset structure, credit quality and institutional features that shape access and pricing along the term structure (Barclay & Smith, 1995; Stohs & Mauer, 1996; Fan, et al., 2012). Because such factors differ markedly across firms, mean-regression estimates may mask heterogeneous leverage–value relationships. Recent Nigerian evidence confirms this limitation, showing that ownership and performance effects vary significantly across the distribution of firm outcomes when examined using quantile regression rather than conditional mean models (Eduzor et al., 2025) Quantile regression provides a useful alternative by recovering covariate effects at different points of the valuation distribution and by accommodating skewed outcomes typical of emerging markets (Koenker & Bassett, 1978; Koenker & Hallock, 2001; Koenker, 2005). These insights guide the development of five hypotheses tailored to Nigerian manufacturing firms operating in a high-cost borrowing environment. Recent Nigerian manufacturing-sector evidence shows that the cost of capital not only affects firm value directly but also moderates the valuation impact of corporate decisions, underscoring the importance of conditional modelling approaches (Gamu et al., 2025). 
2.2.1 Short-Term Debt and shareholders’ wealth 
Short-term debt remains an important source of financing for firms that operate in environments characterised by liquidity constraints and high borrowing costs. Recent empirical evidence shows that short-term borrowing can support shareholders’ wealth by enhancing working capital efficiency and strengthening financial flexibility. In Nigeria, Omodara (2023) finds that short-term debt significantly improves the performance of listed manufacturing firms, suggesting favourable valuation effects. This conclusion is reinforced by Adibeli and Amahalu (2023), who report that short-term debt has a positive and significant effect on return on equity among quoted manufacturers. Additional Nigerian evidence indicates that firms with disciplined short-term financing demonstrate stronger performance outcomes that align with shareholder interests (Tuoyo et al., 2023). Findings from other African and Asian markets further support this valuation channel. Short-term debt has been shown to increase earnings growth and market capitalisation among firms listed on the Nairobi Securities Exchange (Shikumo et al., 2020). International research also indicates that efficient working capital practices, which often depend on short-term financing, improve both profitability and firm valuation (Filbeck et al., 2017; Perera & Priyashantha, 2018).
Taken together, recent empirical studies consistently suggest that short-term interest-bearing debt enhances shareholders’ wealth. This leads to the formulation of the following hypothesis: 
H1: Short-term interest-bearing debt is positively associated with shareholders’ wealth across the valuation distribution.
2.2.2 Long-Term Debt and shareholders’ wealth 
Long-term debt is often associated with higher interest costs, refinancing rigidity, and increased financial distress risk, which can diminish shareholders’ wealth in markets characterised by volatile credit conditions. Recent empirical evidence from Nigeria supports this expectation. Ibrahim and Isiaka (2020) find that long-term financial leverage significantly reduces firm value, indicating that extended maturities impose burdens that outweigh potential benefits. This outcome is reinforced by Anozie et al. (2023), who report that long-term debt has a statistically significant negative effect on the financial performance of Nigerian oil and gas firms. Similar results appear in East Asian contexts. Nguyen and Nguyen (2020) show that long-term liabilities exert a negative influence on return on equity among Vietnamese firms, suggesting that excessive reliance on long-term borrowing reduces profitability and, by implication, equity value. Evidence from Kenya also aligns with this pattern, as Bett et al. (2025) find that long-term liabilities significantly reduce the performance of listed non-financial firms. Although some studies report positive effects under specific structural conditions, such as stable cash flows or sector-specific advantages, the prevailing empirical pattern indicates that long-term debt generally erodes firm value in emerging and developing markets.
These findings collectively justify expecting an adverse relationship between long-term interest-bearing debt and shareholders’ wealth across the valuation distribution. This leads to the following hypothesis:
H2: Long-term interest-bearing debt is negatively associated with shareholders’ wealth across the valuation distribution.
2.2.3 Cost of  Debt and shareholders’ wealth 
The cost of debt represents a critical determinant of firm valuation because it directly influences financing expenses, risk perceptions, and cash flow available to shareholders. Recent empirical evidence increasingly shows that higher debt costs erode shareholders’ wealth through reduced profitability and diminished payout capacity. Arhinful et al. (2024), using evidence from non-financial firms in Germany, find that higher cost of debt significantly reduces dividend payouts and coverage ratios, signalling weaker financial flexibility and diminished returns to shareholders. This finding aligns with emerging market evidence that elevated borrowing costs exacerbate agency conflicts and weaken firm value. For instance, Jabbouri and Naili (2020) reveal that intensified agency problems in the Moroccan market increase the cost of debt, thereby constraining firm performance and shareholder returns.
Within Nigeria, Egbadju and Jacob (2022) show that ownership structures materially influence the cost of debt for quoted non-financial firms, thereby affecting profitability and bankruptcy risk. Similarly, Iwedi et al. (2023) report that although the cost of debt does not impact market value for Nigerian manufacturing firms, the overall cost of capital remains a significant determinant of valuation outcomes. International evidence further supports these patterns. For example, Battisti et al. (2020) demonstrate that changes in capital structure and firm leverage alter the weighted average cost of capital, which in turn affects market value creation. Consistent Nigerian evidence shows that higher financing costs significantly erode firm value and weaken the effectiveness of value-enhancing decisions, highlighting the relevance of cost-of-debt channels in emerging markets (Gamu et al., 2025)
Taken together, the empirical literature suggests that higher cost of debt generally weakens shareholders’ wealth by increasing financing burdens and reducing value-enhancing financial flexibility.
H3: The cost of debt is negatively associated with shareholders’ wealth, with magnitude potentially varying across quantiles.
2.2.4 Costs of Debt, Short-Term Debt and shareholders’ wealth 
The interaction between the cost of debt and short-term borrowing has important implications for shareholders’ wealth because borrowing conditions alter the marginal contribution of short-maturity financing to firm value. When the cost of debt rises, rollover risk, liquidity premia, and refinancing constraints increase, which may weaken the valuation benefits associated with short-term borrowing. Recent empirical evidence supports this theoretical channel. Evidence shows that higher financing costs constrain firms’ ability to translate operational efficiency into shareholder returns (Arhinful et al., 2024). Nigerian studies further indicate that cost-of-capital pressures weaken value-enhancing financial relationships (Gamu et al., 2025). Further evidence from emerging markets also shows that agency problems magnify the cost of debt. Jabbouri and Naili (2020) reveal that governance frictions raise debt costs and reduce firm value, suggesting that short-term borrowing becomes less beneficial when debt markets penalise informational risk.
Studies examining moderation effects further reinforce this argument. Masud et al. (2020) find that the cost of capital weakens the relationship between working capital management and firm performance in Nigeria, which implies that short-term financing becomes less value enhancing as borrowing costs increase. Similar results from Malaysian firms show that rising cost of capital weakens the effectiveness of short-term asset financing strategies (Narayanan, 2015). Evidence from Turkey also indicates that firms facing higher financial distress risk, which directly raises borrowing costs, experience a stronger negative association between leverage and performance (Kalash, 2023). Collectively, these findings suggest that the valuation effect of short-term debt is sensitive to the prevailing cost of debt and is likely to vary across the distribution of firm value. These insights justify examining whether the cost of debt conditions the short-term debt to shareholders’ wealth relationship across quantiles. This leads to the following hypothesis:
H4: The cost of debt moderates the association between short-term debt and shareholders’ wealth across quantiles.
2.2.5 Costs of Debt, Long-Term Debt, and shareholders’ wealth 
The cost of debt shapes how long-term leverage influences shareholders’ wealth because higher borrowing costs amplify the expected distress, covenant, and agency costs embedded in long-maturity financing. When the cost of debt increases, the marginal tax benefits of long-term leverage diminish, steepening the negative relationship between long-term debt and firm value. Recent empirical evidence supports this moderating mechanism. Ahmed et al. (2023) show that debt can reduce agency costs and enhance shareholder value, but they also find that the effectiveness of leverage depends on the prevailing level of agency costs. In the Nigerian context, Ahmad et al. (2020) demonstrate that long-term debt can improve firm value when agency costs of equity are reduced, suggesting that the benefits of long-term borrowing are conditional on financing frictions. Also, Gamu et al. (2025) argue that the effectiveness of financing decisions depends critically on the cost of capital environment. 
Other studies confirm that long-term debt behaves differently as risk, information asymmetry, or governance conditions change. Dabboussi (2024) finds that long-term debt becomes more effective for enhancing shareholder wealth when agency costs are high, highlighting a positive interaction between governance frictions and long-maturity borrowing. Evidence from Korea indicates that the cost of debt responds to tax avoidance incentives and institutional monitoring (Lim, 2011), implying that firms with higher borrowing costs face stronger valuation penalties. Research on macroeconomic and distress channels also reinforces this pattern. Suhaibu and Abdul-Malik (2021) show that financial distress costs weaken the value contribution of debt, while Purnanandam (2008) documents how distress risk alters equity value through risk management incentives. Furthermore, studies on bond covenants provide evidence that long-term debt structures directly influence shareholder wealth by altering the cost of debt and mitigating agency conflicts (Bae et al., 1994).
Collectively, these findings indicate that the valuation effects of long-term debt are highly sensitive to the cost of debt and that this sensitivity is likely to vary across the distribution of firm value. This leads to the formulation of the following hypothesis:
H5: The cost of debt moderates the association between long-term debt and shareholders’ wealth across quantiles.
Taken together, these five hypotheses align mainstream capital-structure predictions with the realities of an African high-cost credit market and motivate our use of quantile methods to uncover heterogeneous associations along the valuation distribution.
3. Data and methodology
We analyse 43 manufacturing firms listed on the Nigerian Exchange over 2013–2023, yielding 473 firm-year observations from audited annual reports and NGX filings. Shareholders’ wealth, SHWit, is proxied by market capitalisation for firm i in year t. Short-term debt, STDit​, and long-term debt, LTDit​, are measured as current and long-term interest-bearing liabilities divided by total assets, respectively. The cost of debt, CODit, equals interest expense divided by total debt. Control variables are profitability, PROFit (return on assets), and firm size, FSIZEit (natural logarithm of total assets). To aid interpretation and mitigate collinearity in interaction models, we mean-centre the debt ratios used in interactions. 
Model specification
Pooled OLS
SHWit=β0+β1STDit+β2LTDit+β3PROFit+β4FSIZEit+ϵit​​
Quantile regressions at τ∈{0.25,0.50,0.75}
Qτ​(SWit​∣Xit​)=β0​(τ)+β1​(τ)STDitc​+β2​(τ)LTDitc​+β3​(τ)CODit​+β4​(τ)PROFit​+β5​(τ)FSIZEit​+β6​(τ)(CODit​×STDitc​)+β7​(τ)(CODit​×LTDitc​)

Here, β1​ and β2 ​ capture the partial associations of short- and long-term debt with shareholders’ wealth evaluated at the sample-mean COD; β6 and β7​ measure how those associations vary with the prevailing borrowing cost. Xit denotes the set of regressors.
Estimation and diagnostics
Inference for OLS uses heteroskedasticity-robust standard errors clustered at the firm level; we report R2 and the root mean squared error. Quantile estimates are obtained with Koenker–Bassett heteroskedasticity-robust standard errors, and model fit is summarised with pseudo-R2. Prior to adding interactions, Variance Inflation Factors (VIFs) indicate acceptable multicollinearity; mean-centring STD and LTD maintains VIFs within conventional bounds once interactions enter. Results are robust to alternative winsorisation cut-offs and to re-estimating models without interaction terms.
4. Results and discussion
4.1 Descriptive statistics
This section summarises the variables employed in the subsequent mean and distributional analyses (pooled OLS and quantile regressions at τ = 0.25, 0.50, 0.75). Table 1 reports observations, means, standard deviations and ranges for shareholders’ wealth (SHW), short-term debt (STD), long-term debt (LTD), cost of debt (COD), profitability (PROF) and firm size (FSIZE). The sample comprises 473 firm-year observations for listed Nigerian manufacturers. SHW averages 0.1595 with a standard deviation of 0.0248 and ranges from 0.1083 to 0.2221, indicating moderate dispersion in market valuation. Both leverage measures have low means—STD at 0.0104 and LTD at 0.0056—consistent with restrained use of interest-bearing debt. COD averages 0.0343 (3.43 per cent), with sizeable dispersion (0.0387) and an upper bound of 0.2287, signalling heterogeneous financing conditions across firms and over time. PROF averages 0.0055 with a relatively large standard deviation (0.0748), and the minimum of −0.9894 confirms loss-making years in the panel. FSIZE averages 0.1645 and spans 0.1096 to 0.2168, reflecting a mix of smaller and larger issuers.
Table 1. Descriptive statistics
	Variable
	Obs
	Mean
	Std. Dev.
	Min
	Max

	SHW
	473
	0.1595
	0.0248
	0.1083
	0.2221

	STD
	473
	0.0104
	0.0289
	0.0002
	0.1699

	LTD
	473
	0.0056
	0.0247
	0.0000
	0.1649

	COD
	473
	0.0343
	0.0387
	0.0000
	0.2287

	PROF
	473
	0.0055
	0.0748
	-0.9894
	0.2557

	FSIZE
	473
	0.1645
	0.0221
	0.1096
	0.2168


Source: Processed in Stata 19.5 (2025)
Taken together, low average leverage alongside non-trivial borrowing costs and wide dispersion in profitability is consistent with a high-cost financing environment in which firms lean more on internal funds and equity while using debt selectively. The breadth of firm size indicates that the ensuing analyses speak to a representative cross-section of listed manufacturers.
4.2 Correlation matrix
Pairwise correlations offer an initial view of linear associations and a screen for potential multicollinearity prior to regression analysis. Table 2 shows a strong positive correlation between SHW and FSIZE (0.844), consistent with larger firms attracting higher market valuation. STD and LTD are highly correlated (0.860), signalling possible multicollinearity when both appear in the same specification. Correlations between the two debt measures and SHW are small and negative, while COD exhibits near-zero association with most variables. These patterns motivate formal multicollinearity checks and justify mean-centring the debt ratios used in interactions for the quantile models.
Table 2. Correlation matrix
	Variable
	SHW
	STD
	LTD
	COD
	PROF
	FSIZE

	SHW
	1.000
	
	
	
	
	

	STD
	-0.056
	1.000
	
	
	
	

	LTD
	-0.040
	0.860
	1.000
	
	
	

	COD
	-0.055
	-0.062
	-0.001
	1.000
	
	

	PROF
	0.163
	-0.009
	-0.006
	-0.056
	1.000
	

	FSIZE
	0.844
	-0.186
	-0.019
	0.052
	0.092
	1.000


Source: Author’s compilation (2025)
4.3 Diagnostic tests
Variance Inflation Factors (VIFs) are acceptable before introducing interactions (maximum 4.36; mean 2.34). Adding interactions elevates VIFs; mean-centring the debt ratios used in the interactions reduces collinearity and stabilises estimates. A Breusch–Pagan test does not reject homoskedasticity at conventional levels (χ² = 2.15, p = 0.1429). For OLS, we implement heteroskedasticity-robust standard errors clustered by firm; for the quantile regressions we report Koenker–Bassett robust standard errors. Model fit is summarised by R2 and Root MSE for OLS (0.7872 and 0.01152, respectively) and by pseudo-R2 for the quantiles (0.4980 at τ = 0.25; 0.5768 at τ = 0.50; 0.5860 at τ = 0.75). While pseudo-R2 is not directly comparable to OLS R2 the values indicate informative explanatory power across the lower, median and upper segments of the shareholders’ wealth distribution. Results are robust to alternative winsorisation cut-offs and to re-estimating models without interaction terms.
4.3 Regression results
Table 3 reports pooled OLS estimates alongside conditional quantile regressions at the 25th, 50th and 75th percentiles of shareholders’ wealth. Short- and long-term debt enter the models in mean-centred form for the interactions, and inference relies on heteroskedasticity-robust errors. Overall fit is high for the OLS specification with R2=0.7872  and Root MSE of 0.01152, while the quantile models yield pseudo R2 between 0.4980 and 0.5860, which indicates informative explanatory power across the lower, median and upper segments of the valuation distribution.
Table 3. Regression results comparing OLS and quantile regressions.
	Variables
	OLS
	Q25
	Q50
	Q75

	STD_centered
	0.435*** (0.027)
	0.410* (0.161)
	0.375** (0.113)
	0.355** (0.136)

	LTD_centered
	-0.460*** (0.038)
	-0.406* (0.160)
	-0.370** (0.113)
	-0.359** (0.136)

	COD
	-0.044*** (0.011)
	-0.045* (0.023)
	-0.061*** (0.016)
	-0.033 (0.019)

	PROF
	0.025 (0.014)
	0.050*** (0.011)
	0.037*** (0.008)
	0.047*** (0.010)

	FSIZE
	1.042*** (0.025)
	1.026*** (0.041)
	1.015*** (0.029)
	1.055*** (0.035)

	COD × STD_centered
	
	-4.704 (53.487)
	-13.340 (37.699)
	-12.512 (45.321)

	COD × LTD_centered
	
	-0.996 (51.037)
	20.519 (35.972)
	29.698 (43.246)

	Intercept
	-0.010* (0.004)
	-0.015* (0.007)
	-0.006 (0.005)
	-0.006 (0.006)

	R-squared / Pseudo R-squared
	0.7872
	0.4980
	0.5768
	0.5860

	Root MSE (OLS)
	0.01152
	
	
	


Source: Author’s compilation (2025)
Short-term debt is positively associated with shareholders’ wealth throughout. In the pooled OLS the coefficient is 0.435 with a standard error of 0.027 and p<0.001. The quantile slopes are also positive and statistically different from zero, equal to 0.410 at the 25th percentile, 0.375 at the median and 0.355 at the 75th percentile. The pattern suggests that the marginal association is strongest among firms in the lower part of the distribution and remains economically meaningful at the upper tail. This evidence is consistent with H1 and with a view that short-maturity funding supports working-capital flexibility that investors capitalise into market value.
Long-term debt is negatively related to shareholders’ wealth in every specification. The OLS estimate is −0.460 with a standard error of 0.038 and p<0.001. Quantile coefficients are −0.406 at the 25th percentile, −0.370 at the median and −0.359 at the 75th percentile, all statistically significant. The magnitude attenuates mildly as valuation rises but the sign is stable, which supports H2 and aligns with a high-cost borrowing setting in which the expected distress and refinancing costs of long-dated leverage weigh on equity value.
Consistent with H3, the cost of debt enters negatively and significantly in the pooled mean and across much of the distribution: −0.044 (s.e. 0.011, p<0.001) in OLS, −0.045 (s.e. 0.0230, p<0.05) at Q25 ​, and −0.061 (s.e. 0.0160, p<0.001) at Q50​; the estimate at Q75​ is −0.033 (s.e. 0.019) and not statistically different from zero.
The interaction terms that test moderation by the cost of debt are not statistically significant across the reported quantiles. The estimates for COD×STD are −4.704, −13.340 and −12.512 at the 25th, 50th and 75th percentiles respectively, all imprecisely estimated. For COD×LTD the estimates are −0.996, 20.519 and 29.698 and are likewise not statistically different from zero. Given mean-centred regressors, the insignificant interactions imply that, conditional on observables, distributional heterogeneity is driven primarily by level effects of tenor mix and the prevailing cost of funds rather than by systematic moderation of the debt–value slopes by borrowing costs within quantiles. Accordingly, H4 and H5 are not supported in the quantile framework.
The controls behave as expected. Profitability is positive and significant in all three quantiles, with coefficients between 0.037 and 0.050, yet is not statistically significant in the pooled OLS. This suggests that profitability differentials are most informative within segments of the valuation distribution rather than in the pooled mean. Firm size is strongly positive and precisely estimated in OLS at 1.042 and remains large and significant at each quantile, ranging from 1.015 to 1.055, which is consistent with scale and recognition effects in pricing.
In sum, the results indicate that the tenor composition of debt matters for valuation across the distribution of shareholders’ wealth. Short-term debt is valuation-enhancing, long-term debt is valuation-reducing, and the cost of debt is generally harmful with the largest adverse association around the median. Interaction terms with the cost of debt are not material once regressors are centred. These findings reinforce the study’s central message that tenor mix and borrowing-cost levels are the primary channels through which leverage maps into market value in this high-cost environment.
5. Conclusion and recommendations
This paper documents heterogeneous associations between debt structure and shareholders’ wealth for listed Nigerian manufacturers. Short-term debt is positively related to valuation, and long-term debt is negatively related, both on average and across the valuation distribution. The cost of debt is generally adverse and strongest around the median. Interaction terms are not statistically significant across quantiles, which points to tenor and borrowing-cost levels as the central channels. Policy and managerial implications follow. First, treasurers should prioritise disciplined short-term funding for working capital while managing rollover risk, especially for firms in the lower half of the valuation distribution. Second, exposure to long-dated leverage should be conservative unless matched to stable cash flows and secured at competitive spreads. Third, active cost-of-debt management, including improved disclosure, covenant negotiation, maturity staggering and relationship banking, is likely to yield valuation benefits, particularly for median firms.
Investors should weigh tenor composition and effective borrowing costs when screening issuers. Policymakers can support value creation by lowering effective borrowing costs for creditworthy manufacturers through risk-sharing facilities and by strengthening market microstructure and creditor rights to reduce spreads and extend feasible maturities.
6. Limitations and directions for future research
The study uses observational panel data; despite robust inference, endogeneity cannot be fully ruled out. Shareholders’ wealth is proxied by market capitalisation, which reflects liquidity and sentiment as well as fundamentals. The cost-of-debt measure is an average price and may not capture marginal pricing, currency composition or covenant tightness. We do not distinguish bank from bond debt, fixed from floating rates, or currency exposures, each of which can alter risk. Future research should strengthen identification using quasi-experimental changes in borrowing conditions, incorporate richer liability decompositions, and consider alternative valuation outcomes such as Tobin’s Q and total shareholder return. Extending quantile methods to panel settings with firm fixed effects, using recent approaches to non-additive heterogeneity, would also be valuable. Cross-country comparisons within Africa could map the institutional conditions under which tenor choices create or erode value.
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