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Table 1 Descriptive statistics of regressors
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Table 2 Estimations of target capital structure
FE FE RE RE MLE MLE
. 0.026 6*** 0.044 0*** 0.033 2% 0.051 1*** 0.031 8*** 0.049 4***
e (0.001 4) (0.001 8) (0.001 3) (0.001 5) (0.001 3) (0.001 6)
" -0.011 3*** —0.007 5*** -0.006 3** -0.017 0*** -0.009 1** —0.014 7%
el (0.002 8) (0.002 9) (0.002 7) (0.002 8) (0.002 7) (0.002 7)
~0.682 5% —0.713 9™ —0.732 27 ~0.783 9*** —0.719 9*** -0.761 8***
i (0.018 0) (0.018 1) (0.018 0) (0.018 1) (0.017 9) (0.0179)
p 0.010 5*** 0.009 1*** 0.011 2*** 0.009 9 *** 0.011 0*** 0.009 6***
e (0.000 7) (0.000 7) (0.000 7) (0.000 7) (0.000 7) (0.000 7)
. 0. 112 2% 0.107 5*** 0. 115 4% 0.103 7*** 0.115 1% 0.105 2***
e (0.008 5) (0.008 5) (0.008 2) (0.008 2) (0.008 2) (0.008 2)
1.139 87** 1.407 4% 1.335 1%
Eg,
(0.085 1) (0.082 7) (0.082 5)
. —0.0289 —0.032 4% -0.031 6***
A (0.006 2) (0.006 2) (0.006 1)
. -0.2262" ~0.356 7% -0.320 7"
5 (0.129 7) (0.131 4) (0.129 4)
-0.113 0*** ~0.559 17 -0.269 0*** -0.732 5% -0.238 8™ -0.691 6***
cons (0.031 6) (0.042 1) (0.028 9) (0.036 0) (0.029 5) (0.037 3)
22 492 22 492 22 492 22 492 22 492 22 492
R? 0.093 0 0.104 5
F 506. 1 410.7
19 302 19 494
: FE\RE  MLE FE. GLS MLE; TR 10% 5%

1%
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Table 3 Descriptive statistics of target capital structure and its deviation
Lev' _fe 22 492 0.475 1 0.186 4 0.796 2 0.070 0
Lev' _re 22 492 0.467 3 0.146 7 0.8322 0.079 0
Lev” _ mle 22 492 0.467 1 0.155 1 0.821 2 0.076 7
Bias_ fe 22 492 0.149 4 0.000 0 0.845 1 0.109 6
Bias_re 22 492 0.147 2 0.000 0 0.884 8 0.109 6
Bias_ mle 22 492 0.147 8 0.000 0 0.876 4 0.109 6
Lev" _fe 22 492 0.475 1 0.238 9 0.691 3 0.2389
Lev" _re 22 492 0.465 4 0.198 8 0.720 7 0.198 8
Lev” _ mle 22 492 0.465 2 0.2053 0.712'5 0.205 3
Bias_ fe 22 492 0.155 3 0.000 0 0.792 6 0.110 4
Bias_re 22 492 0.153 2 0.000 0 0.8327 0.109 9
Bias_ mle 22 492 0.153 7 0.000 0 0.826 2 0.1100
D Lev” _fesLev” _re  Lev” _mle FE. GLS MLE
Bias” _fe\Bmf _re  Bias" _mle.
4.2
(20)
4.
GLS MLE
GLS ) 10%
4
Table 4 Financialization and dynamic adjustment of capital structure
FE RE FE RE
(1) (2) (1) (2) (1) (2) (1) (2)
Lev, 0.746 2% | 0.741 8™ | 0.934 5™ | 0.929 6*** | 0.746 5*** | 0.742 1™ | 0.934 6™ | 0.929 §™**
(0.004 8) (0.004 9) (0.002 4) (0.002 4) (0.004 9) (0.004 9) (0.002 4) (0.002 4)
Fi.., -0.000 9 -0.000 6 -0.001 1 -0.001 3 -0.001 4 -0.001 0 -0.001 0 -0.001 2
(0.000 9) (0.000 9) (0.000 8) (0.000 8) (0.001 1) (0.001 1) (0.000 9) (0.000 9)
Fd e, | 0.003 3" 0.003 3** 0.001 8 0.002 4" 0.005 1% | 0.005 2*** 0.002 1 0.002 8"
(0.001 7) (0.001 7) (0.001 5) (0.001 5) (0.001 9) (0.001 9) (0.001 6) (0.001 6)
22 492 22 492 22 492 22 492 22 492 22 492 22 492 22 492
R? 0.5420 0.578 1 0.5422 0.576 7
F 29 237 21 409 23 297 21 410
(21)
5.

1%
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5
Table 5 Financialization and capital structure deviation
Bias_ fe * Bias_ fe" Bias_re" Bias_mle® Bias_ fe * Bias_ fe " Bias_re " Bias_mle®
Fd 0.001 3% 1 0.001 5*** | 0.001 6™** | 0.001 6*** | 0.001 7*** | 0.002 1*** | 0.002 2*** | 0.002 2***
o (0.000 4) (0.000 4) (0.000 4) (0.000 4) (0.000 5) (0.000 5) (0.000 5) (0.000 5)
22 492 22 492 22 492 22 492 22 492 22 492 22 492 22 492
R? 0.019 5 0.022 8 0.022 4 0.022 4 0.019 6 0.023 0 0.022 7 0.022 6
a b
4 5 1%
H1
-0.0058 0.0058 5%
4.3 0.002 8
Byoun *° . 4 0. 000 7 1%
0.002 6 -0.001 0
10%
6
0.006 3 0.001 5
5% 0.0004 0.0016
1%
0.0096 -0.009 4 6
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Table 6 Financialization and dynamic adjustment of capital structure: An asymmetry analysis
L 0.718 5 0.734 1 %% 0.612 27 0.446 0*** 0.628 8*** 0.718 3%
ev; ,_
o (0.007 7) (0.006 5) (0.006 7) (0.007 0) (0.007 3) (0.007 3)
Fl -0.0020 0.000 3 -0.004 9™ | 0.003 4*** 0.005 0*** -0.002 1
o (0.001 6) (0.001 2) (0.001 8) (0.001 2) (0.001 7) (0.001 2)
0.006 3** 0.001 5 0.009 6 *** -0.009 4*** -0.005 8** 0.005 8**
Fdl;,., x Lev; ,_;
(0.0029) (0.002 0) (0.002 7) (0.003 2) (0.002 7) (0.002 4)
10 150 12 342 11 259 11233 10 640 11 852
R? 0.4933 0.554 9 0.492 1 0.310 8 0.447 2 0.481 1
7 ( )
Table 7 Financialization and capital structure deviation: An asymmetry analysis
Fdl 0.002 8*** 0.000 7 0.002 6™ -0.001 0" 0.000 4 0.001 6
dl; ,_
- (0.000 7) (0.000 5) (0.000 5) (0.000 6) (0.000 5) (0.000 6)
10 150 12 342 11 259 11233 10 640 11 852
R? 0.021 1 0.020 5 0.0232 0.031 6 0.017 7 0.015 4
4.4 -3 2SLS
(21)
2 -3
2 -3
% . Brown Petersen GMM  2SLS
Fd
Fd x Lev . Prof
GMM
2 -3
-3
2 H1 H2.
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Table 8 Robustness test I: Accounting for endogeneity
GMM : 2SLS
(1 (2) (1 (2) (1) (2) (1) (2)
L 0.922 0% | 0.911 8™ | 0.922 9 | 0.913 4***
CV; -1
' (0.006 3) (0.006 5) (0.006 2) (0.006 4)
Fd -0.001 4 -0.0015 -0.001 8 -0.0019 | 0.001 5 | 0.001 5*** | 0.002 0*** | 0.002 1***
o (0.001 2) (0.001 2) (0.001 4) (0.001 4) (0.000 4) (0.000 4) (0.000 5) (0.000 5)
0.004 5** 0.005 0% | 0.006 7" | 0.007 4***
Fd; % Lev;
(0.002 2) (0.002 2) (0.002 5) (0.002 5)
19 146 19 146 19 146 19 146 19 146 19 146 19 146 19 146
AR(2) 0.149 0.150 0.149 0. 150
Hansen 0.494 0.481 0.502 0.489
F 21.93 ™ 21,94 21.90 21.90
. AR(2)  Hansen p
(20) (21) HI
9 2 ~ 5
0-1
Dummy (1
1% Wald )
(21) 9 6 -
1%
0.6874 0.747 6
0.3126 0.252 4. H1
9
Table 9 Robustness test II: Estimations of different groups
0.687 47 0.747 6% 0.688 57 0.748 97 -0.009 7*** -0.009 1***
Lev; ,_y | Dummy
(0.006 0) (0.010 2) (0.005 9) (0.010 7) (0.001 4) (0.001 4)
16 512 5980 16 946 5546 22 492 22 492
R 0.469 6 0.4710 0.470 5 0.468 4 0.0250 0.024 9
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Table 10 Financialization and fixed asset investment
P 0.478 6™ 0.463 37 0.504 8*** 0.456 5** 0.440 3% 0.520 57 0.423 577
nv; ,_
o (0.008 3) (0.012 1) (0.010 3) (0.011 1) (0.011 2) (0.010 6) (0.011 3)
Fd -0.002 5*** —-0.002 4 *** -0.002 2*** -0.002 0*** -0.003 6*** -0.001 9*** —-0.002 8 ***
o (0.000 4) (0.000 6) (0.000 4) (0.000 5) (0.000 5) (0.000 5) (0.000 4)
AFd -0.006 8 *** —-0.006 6*** —-0.005 9 *** —-0.006 0*** -0.006 5*** -0.005 37+ —-0.005 9***
! (0.000 6) (0.000 9) (0.000 7) (0.000 8) (0.000 6) (0.000 8) (0.000 7)
24 476 11 131 13 345 13 243 11 233 11 223 13 253
AR(2) 0.202 0.297 0.154 0.159 0.305 0.146 0.292
Hansen 0.483 0.461 0.343 0.444 0.265 0.402 0.177
2 -3
10 (22) GMM
2
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Financialization and dynamic adjustment of capital structure. Evidence from
China

LIU Guan-chun' LIU Yuan-yuan® MIN Min’

1. School of Public Economics and Administration Shanghai University of Finance and Economics Shanghai
200433  China;
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3. School of Finance Shanghai University of Finance and Economics Shanghai 200433  China

Abstract: This paper builds an extended AD-AS model with firms households and banks and then obtains
the estimation equation of target capital structures. Using the ratio of financial profit to total profit as the proxy
of financialization this paper examines the roles of financialization in capital structure adjustment with the
semi-annual data of nonfinancial listed firms during 2007 and 2015. The empirical results show that financial—
ization exacerbates capital structure deviation and decreases the speed of dynamic adjustment and their rela—
tionships are stronger in firms with private ownership smaller size and over-debt. Financialization significantly
discourages fixed asset investments. Moreover changes in investment preferences and decrease in collateral
capacity are conducive to understanding the negative roles of financialization in the dynamic adjustment of cap—
ital structures. Financialization increases firms’ dependence on high financial leverage to make profits and en—
larges the deviation of their actual capital structures from the target. Our findings suggest that financialization
increases the difficulty of lowering firm” s leverage in the process of structural supply-side reform.

Key words: financialization; capital structure; dynamic adjustment; asymmetry



