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Stock Liquidity and the Determination
of Capital Structure of Enterprises:
Evidence from China’s Listed Companies

GU Nai-kang , CHEN Hui

(School of Business, Sun Yat-Sen University . Guangzhou 510275, China)

Abstract: On the basis of high frequency data of listed companies from
Shenzhen stock market and Shanghai stock market from 2000 to 2008 which
issue A-shares only, the paper explores the effect of stock liquidity on cap-
ital structure by employing effective spread and quoted spread, and further
analyzes the effects of refinancing conditions and non-tradable shares reform
on the relation between stock liquidity and capital structure. Bid-ask spread
lagged one period positively correlates with capital structure. Financial lever-
age which satisfies refinancing conditions is more sensitive to stock liquidity.
Financial leverage of enterprises which have finished non-tradable shares re-
form is less sensitive to stock liquidity, but the relation between the two is
not siginificant.

Key words: capital structure; stock liquidity; bid-ask spread; refi-
nancing qualification; reform of non-tradable shares
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