Supplementary Information 1
Definitions of the standard financial ratios.
	Financial ratios
	Formula

	Ratios related to Profitability
	Return on Assets (ROA) =
	

	
	Return on Equity (ROE) = 
	

	
	Net Income Margin (NIM) = 
	

	Ratios related to Risk
	Current ratio (CR) = 
	

	
	Debt-maturity ratio (DebtM) = 
	

	
	Capital structure (CS) = 
	

	
	Leverage (LEV) = 
	

	Ratios related to Management Efficiency
	Assets Turnover (ATO) = 
	

	
	Inventory Turnover (CIO) = 
	

	
	Receivable Turnover (CDO) = 
	

	
	Payable Turnover (CPO) = 
	




Supplementary Information 2
Transition Matrix: One-year transitions between financial profiles
	Profile at t-1
	Cluster 1 at t
	Cluster 2 at t
	Cluster 3 at t
	Cluster 4 at t
	Persistence

	Cluster 1
	113
	1
	33
	3
	75.30%

	Cluster 2
	0
	154
	1
	10
	93.30%

	Cluster 3
	28
	5
	508
	23
	90.10%

	Cluster 4
	2
	9
	16
	174
	86.60%


Note: Cells report the number of transitions from the financial profile occupied in year t-1 to the profile occupied in year t. Persistence is the percentage of transitions remaining within the same profile.

Supplementary Information 3
Panel Model Diagnostic Tests Summary
	Tests
	Test Value
	p-value
	Conclusion 

	Hausman Test
	χ² = 55.869
	p = 5.371e-08
	Reject the null hypothesis; The Fixed Effects model is preferred.

	F-test for Individual Effects
	F = 3.887
	p < 2.2e-16
	Reject the null hypothesis; The Fixed Effects model is preferred over Pooled OLS.

	Lagrange Multiplier (LM) Test (Breusch-Pagan)
	χ² = 86.889
	p < 2.2e-16
	Reject the null hypothesis; Random Effects is preferred over Pooled OLS.

	Pesaran CD Test
	z = 20.664
	p < 2.2e-16
	Reject the null hypothesis. Cross-sectional dependence is present among the firms in the panel.

	Breusch-Pagan Test (Heteroscedasticity) - Base Model
	BP = 47,563
	p < 2.2e-16
	Reject the null hypothesis. Heteroscedasticity is presented

	Breusch-Pagan Test (Heteroscedasticity) - Interactive Model
	BP = 58,361
	p < 2.2e-16
	Reject the null hypothesis. Heteroscedasticity is presented in the interactive model

	Wald Test  
(adding Total Assets and Revenues)
	χ² = 0.0016
	p = 0.9992
	Not reject the null hypothesis. Fail to reject the null hypothesis that the coefficients on Total Assets and Revenues are jointly zero.
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Supplementary Information 4: Full Panel Regression Results and Estimator Comparisons
	Variables
	Pooled OLS
	Fixed Effects (FE)
	Random Effects (RE)
	FGLS Original
	FGLS + Year FE
	TWFE + Firm-clustered SE
	TWFE-DK 
(maxlag = 1)
	TWFE-DK 
(maxlag = 2)
	FGLS + Year FE, 
Cluster t-1
	TWFE + Firm-clustered SE,
Cluster t-1

	Intercept
	102.68***
(2.313)
	-
	100.59***
(2.487)
	-
	-
	-
	-
	-
	-
	-

	Efficiency
	0.018
(0.017)
	0.027
(0.024)
	0.019
(0.019)
	0.035***
(0.013)
	0.038***
(0.013)
	0.030***
(0.010)
	0.030***
(0.010)
	0.030***
(0.007)
	0.015
(0.018)
	0.017*
(0.009)

	Risk
	-0.351***
(0.071)
	-0.210**
(0.087)
	-0.288***
(0.075)
	-0.224***
(0.044)
	-0.224***
(0.044)
	-0.208***
(0.072)
	-0.208***
(0.058)
	-0.208***
(0.052)
	-0.388***
(0.054)
	-0.285***
(0.085)

	Cluster 2
	-9.158***
(3.041)
	-4.048
(4.494)
	-6.129*
(3.450)
	-2.421
(2.358)
	-2.278
(2.346)
	-3.750
(3.350)
	-3.750
(3.211)
	-3.750
(3.285)
	-7.706***
(2.570)
	-3.530
(3.758)

	Cluster 3
	-7.254***
(2.595)
	-1.836
(3.055)
	-4.382
(2.736)
	-0.297
(1.614)
	-0.214
(1.603)
	-1.651
(2.315)
	-1.651
(1.259)
	-1.651
(1.075)
	-2.481
(1.848)
	-3.711*
(2.102)

	Cluster 4
	5.689**
(2.635)
	9.583***
(3.160)
	8.308***
(2.780)
	15.117***
(1.629)
	15.313***
(1.627)
	9.924**
(4.470)
	9.924**
(4.802)
	9.924**
(4.986)
	11.515***
(1.920)
	12.883**
(5.194)

	Efficiency x Cluster 2
	0.027
(0.053)
	0.114
(0.076)
	0.056
(0.061)
	0.028
(0.042)
	0.035
(0.041)
	0.112
(0.081)
	0.112
(0.078)
	0.112
(0.075)
	-0.018
(0.039)
	0.043
(0.072)

	Efficiency x Cluster 3
	0.038
(0.023)
	0.043
(0.031)
	0.039
(0.026)
	0.039**
(0.016)
	0.038**
(0.015)
	0.040***
(0.013)
	0.040**
(0.019)
	0.040***
(0.015)
	0.038**
(0.019)
	0.076***
(0.025)

	Efficiency x Cluster 4
	0.571***
(0.125)
	1.091***
(0.167)
	0.753***
(0.139)
	0.300***
(0.089)
	0.301***
(0.088)
	1.078
(0.769)
	1.078*
(0.614)
	1.078*
(0.551)
	0.011
(0.061)
	-0.011
(0.114)

	Risk x Cluster 2
	0.275***
(0.103)
	0.036
(0.149)
	0.166
(0.117)
	0.034
(0.079)
	0.035
(0.078)
	0.032
(0.106)
	0.032
(0.090)
	0.032
(0.091)
	0.300***
(0.082)
	0.124
(0.123)

	Risk x Cluster 3
	0.197**
(0.079)
	0.041
(0.091)
	0.114
(0.082)
	-0.003
(0.048)
	-0.005
(0.048)
	0.037
(0.068)
	0.037
(0.039)
	0.037
(0.033)
	0.070
(0.054)
	0.093
(0.060)

	Risk x Cluster 4
	-0.301***
(0.080)
	-0.521***
(0.094)
	-0.407***
(0.084)
	-0.553***
(0.048)
	-0.555***
(0.048)
	-0.525***
(0.106)
	-0.525***
(0.089)
	-0.525***
(0.081)
	-0.360***
(0.057)
	-0.419***
(0.158)

	Firm effects
	None
	Fixed
	Random
	Fixed
	Fixed
	Fixed
	Fixed
	Fixed
	Fixed
	Fixed

	Year effects
	No
	No
	No
	No
	Yes
	Fixed
	Fixed
	Fixed
	Yes
	Fixed

	Cluster timing
	t
	t
	t
	t
	t
	t
	t
	t
	t-1
	t-1

	Observations
	1215
	1215
	1215
	1215
	1215
	1215
	1215
	1215
	1080
	1080

	R-squared
	0.2745
	0.3072
	0.2815
	0.4383
	0.4431
	0.3055
	0.3055
	0.3055
	0.422
	0.2472

	Standard errors in parentheses. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01



