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Fig. 1 Trend chart of monetary capital in financial assets and investment real estate in non monetary financial assets

of Chinese listed companies from 2007 to 2017
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L'x, =x, , a(L) =Sa,L FD(
y, a(1) =3a, =0. GDP ).
a,=a_, TREND
( ).
2A-2 ) 3
FIRST(
) - SOE(
1 3.1
0) . DUALITY( 1
1 0).2) . Financial 0.032 1
SIZE( ). 0.065 7 0.000 0
ROA( ). 0.390 1
LEV( ).
CFO( ). GAPHP
LISTY( -0.016 8 0.0159
)~ ST( 0.0327
0 1) .3) : 0.0071 -0.000 2
EPU(
100) . TFA( GAPBK
GDP ) GAPHP
1
Table 1 Statistical description for main variables
1/4 3/4
Financial 22 072 0.032 1 0.065 7 0.005 6 0.000 0 0.000 2 0.030 0 0.390 1
GAPHP 22 072 —-0.000 2 0.007 1 -0.000 4 -0.016 8 -0.001 1 0.001 7 0.0159
GAPBK 22 072 -0.000 1 0.008 6 -0.001 4 -0.014 5 -0.001 7 0.001 6 0.026 2
FIRST 22 072 0.349 2 0.1549 0.3316 0.007 7 0.229 0 0.456 9 0.749 8
SOE 22 072 0.452 3 0.497 7 0.000 0 0.000 0 0.000 0 1.000 0 1.000 O
DUALITY 22 072 0.324 1 0.468 0 0.000 0 0.000 0 0.000 0 1.000 0 1.000 0
SIZE 22 072 22.012 9 1.280 0 21.850 7 19.399 5 21.097 6 22.749 4 25.9116
ROA 22 072 0.037 7 0.053 4 0.034 5 -0.171 4 0.0129 0.063 3 0.195 4
LEV 22072 | 0.4524 | 0.2104 | 04531 | 0.0518 | 0.2861 | 0.6159 | 0.9024
CFo 22072 0.0426 | 0.0750 | 0.0419 | —-0.1910 | 0.0021 | 0.0860 | 0.2519
LISTY 22 072 9.900 9 6.237 3 9.000 0 1.000 0 4.000 0 15.000 0 23.000 0
ST 22 072 0.034 4 0.182 2 0.000 0 0.000 0 0.000 0 0.000 0 1.000 0
EPU 22072 2.0317 1.007 1 1.7904 | 0.8225 1.236 3 2.444 0 3.648 3
IFA 22 072 0.713 2 0.096 8 0.752 7 0.508 4 0.638 4 0.795 6 0.815 8
FD 22 072 1.330 8 0.491 4 1.2111 0.5372 0.964 1 1.647 3 3.084 6
3.2 2
Financial GAP. 2
(1) GAPHP
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Table 2 Regression results of the impact of business cycles on corporate financialization
(1) GAPHP (2) GAPBK
L t
Constant 0.113 17** 3.230 4 0.102 9*** 2.9459
GAP 0.315 4*** 7.628 6 0.411 4% 11.037 1
FIRST -0.008 5 —1.066 8 -0.007 6 -0.947 8
SOE 0.000 6 0.144 5 0.000 7 0.179 3
DUALITY -0.001 2 -0.944 8 -0.001 3 -0.963 3
SIZE -0.003 4** -2.1324 -0.003 6** -2.2257
ROA —0.043 2%** -3.5610 —0.043 7% -3.6139
LEV —0.034 1% -5.2245 —-0.034 1% -5.2191
CFO -0.000 0 -0.008 3 -0.000 5 -0.075 5
LISTY -0.000 5 -0.1899 -0.001 2 -0.453 5
ST 0.011 8*** 3.103 3 0.011 8*** 3.099 8
EPU 0.003 3*** 6.483 6 0.004 2*** 8.100 1
IFA 0.009 9 0.925 6 0.036 5*** 3.383 4
FD -0.005 8 -1.390 0 -0.006 1 -1.478 0
TREND 0.002 6 0.985 4 0.002 5 0.957 0
Adj_R? 0.045 8 0.049 0
N 22 072 22 072
N 1% 5% 10% ( ) ' cluster
3.3 )
3.3.1 1)
25
[ ”
26 27
.2)
( ) ( 28 29
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.3) 19.93
3 (1) GAPHP 0.134 8
3 5% (z =2.3309); (2)
rk LM 1% GAPBK 0.254 7 1%
“ ” Wald F (z =4.7865)
Stock-Yogo 10% la
3
Table 3 Regression results of instrumental variable method
(1) GAPHP (2) GAPBK
z z
Constant 0.041 0*** 4.362 1 0.042 3% 4.465 1
GAP 0.134 8** 2.3309 0.254 7%** 4.786 5
R 0.045 4 0.048 6
N 22 072 22072
tk LM 1021.163 1°* 1.014.347 1%+
Wald F 22 110.357 3 19.93 12 125.641 6 19.93
DR e 1% 5% 10% ( ) z robust tk LM ( Kleibergen—
paapark LM) “ ” Wald ¥ ( CraggDonald Wald F) “ '
Stock-Yogo 10%
3.3.2 Tobit 0 4
1 (1) GAPHP 0.311 0 1%
(¢t =6.1222); 4 (2)
0 GAPBK 0.320 4 1%
(t =9.4534)
Tobit 4 la.
4 Tobit
Table 4 Regression results of Tobit model
(1) GAPHP (2) GAPBK
t t
Constant -0.042 2" -1.653 0 0.075 6*** 3.569 4
GAP 0.311 0*** 6.1222 0.320 4*** 9.453 4
N 22072 22 072
N 1% 5% 10% () t cluster
3.3.3
N N N 5 5
N (1) GAPHP 0.2715
2 1% (¢ =5.015 8); 5
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(2) GAPBK 0.3617 1% la
(¢ =7.268 0)
5
Table 5 Regression results of substitution variables for corporate financialization
(1) GAPHP (2) GAPBK
t t
Constant 0.322 5*** 5.8300 0.313 3%+ 5.661 4
GAP 0.271 5*** 5.015 8 0.361 7*** 7.268 0
Adj_R? 0.040 3 0.041 6
N 22 072 22 072
N 1% 5% 10% ( ) t cluster
3.3.4 6 (1) GAPCF
HP 0.163 8 1% 60 (2)
BK CF CL GAPCL 0.3637 1%
la
6
Table 6 Regression results of substitution variables of the business cycle
(1) GAPCF (2) GAPCL
L L
Constant 0.119 3*** 3.401 8 0.109 0 *** 3.1173
GAP 0.163 8*** 4.393 4 0.363 77 9.0516
Adj_R? 0.044 4 0.046 8
N 22 072 22 072
Do 1% 5% 10% ( ) ' cluster
3.3.5
2007
7 7 (1) 7 (2)
2009
. la
3" 2007  —2009
7
Table 7 Regression results of deleting the financial crisis sample
(1) GAPHP (2) GAPBK
12 12
Constant 0.118 5*** 3.196 1 0.122 37** 3.303 7
GAP 1.284 37 11.118 2 1.174 17 11.423 7
Adj_R? 0.078 2 0.078 9
N 17 958 17 958
o e 1% 5% 10% ( ) i cluster
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31
?
mp 1 0. MP
4.1
. 8 mP 0
(1)
GAPHP 0.448 3
GAPHP 0.2119. 8 (2)
GAPBK 0.576 6
GAPBK 0.304 9.
GAPHP t
2 1%
8
Table 8 Regression results of contextual analysis of performance pressure
(1) GAPHP (2) GAPBK
0.128 77 0.112 4 0.113 17 0.104 3™
Constant
(2.9489) (2.648 7) (2.607 8) (2.456 6)
cAp 0.448 3% 0.211 9*** 0.576 6 0.304 9***
i (4.608 6) (3.162 4) (6.5246) (5.157 5)
N 9529 12 543 9529 12 543
Adj_R? 0.0456 0.046 7 0.050 2 0.048 9
t 7.693 877 7.541 37
ol 1% 5% 10% ( ) cluster
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4.2
9 N
.9
(1) GAPHP 0.391 5
GAPHP 0.299 8
GAPHP
t 5% .9 (2)
GAPBK 0.558 4
GAPBK 0.326 3 GAPBK
t 1%
9
Table 9 Regression results of context analysis of senior management holdings
(1) GAPHP (2) GAPBK
‘ 0.000 5 0.204 6™ -0.010 1 0.196 47**
onstant
(0.009 0) (4.3247) (-0.1943) (4.1637)
0.391 5% 0.299 §*** 0.558 4*** 0.326 3***
GAP
(5.737 6) (5.399 1) (8.3137) (6.6819)
N 11 038 11 034 11 038 11 034
Adj_R? 0.070 8 0.043 1 0.076 5 0.044 8
t 3.892 6™ 8.794 3***
R e 1% 5% 10% ( ) cluster
4.3 2
(43 ”» [43 ”» Kaplan
Zingales ¥ .Lamont % KZ
. “« ”» KZ
10 10 (1)
GAPHP 0.272 4
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GAPHP 0.301 9 GAPHP 10%
t 5% 10
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10
Table 10 Regression results of situation analysis of financing balances
(1) GAPHP (2) GAPBK
0.111 4** 0.127 17 0.104 9** 0.107 6"
Constant
(2.4352) (2.062 5) (2.299 5) (1.744 8)
AP 0.272 47 0.301 97 0.313 17 0.467 77
(4.8725) (3.561 8) (6.336 1) (5.683 8)
N 13 106 8 966 13 106 8 966
Adj_R? 0.0520 0.038 8 0.053 8 0.043 3
t 1.115 3** 2.6213"
ek e 1% 5% 10% ( ) ' cluster
4.4
11 1 (1) 11
“ ”»
t
11
Table 11 Regression results of contextual analysis of industry competition
(1) GAPHP (2) GAPBK
0.1137" 0.145 47 0.102 4 0.142 7%
Constant
(1.87238) (3.8989) (1.689 8) (3.8259)
cap 0.389 6™ -0.1237" 0.488 477 -0.0290
(5.2549) (-1.8497) (7.7311) (-0.414 3)
N 9 637 12 435 9 637 12 435
Adj_R? 0.060 0 0.054 8 0.063 1 0.054 5
t 5.801 3** 8.835 4™
ek ek 1% 5% 10% ( ) ' cluster
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Business cycle and corporate financialization

ZHOU Zeiang' LEI Ling" LI Ding’
1. School of Business Anhui University Hefei 230601 China;
2. School of Economics Anhui University Hefei 230601 China;

3. School of Business Administration Dongbei University of Finance and Economics Dalian 116012  China

Abstract: At present the phenomenon of “removing from reality to virtual” in Chinese real economy has a—
roused widespread concern and whether corporate financialization is affected by business cycle needs to be
tested. This paper taking listed companies in China’ s capital market from 2005 to 2019 as a research sample
examines the impact of business cycle on corporate financialization. The empirical analysis shows that corpo—
rate financialization enhances when the economy is in the upward cycle indicating that the allocation of finan—
cial assets by Chinese listed companies is more in line with the motivation of “investment substitution”. Fur—
ther research finds that business cycle contribute more to corporate financialization in firms whose managers are
faced with greater performance pressures. While business cycle contribute less to corporate financialization in
companies with low proportions of managerial ownership high financing constraints and low industry competi—
tion. This article by validating the theory of “investment substitution” from the macro-economic perspective
not only enriches the research on the business cycle and corporate financialization but also has certain practi—
cal significance for the governments and regulatory authorities to guide enterprises to allocate financial assets
and manage financial risks.

Key words: business cycle; corporate financialization; investment substitution



