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On Dynamic Adjustment of Capital Structure
in Listed Companies in China Based on
a Multiple Threshold Model

DUAN Jun-shan,SONG He

(Finance Department ,Guangdong University of Business Studies ,Guangzhou 510320 ,China)

Abstract: From the perspective of dynamic trade-off theory, this paper
employs a multiple threshold panel model to study the dynamic adjustment
path of the capital structure of A-share listed companies in Shanghai Stock
Exchange and Shenzhen Stock Exchange in China from 2000 to 2009. The re-
sult shows that the adjustment of capital structure is characterized by asym-
metry which means that as the debt ratio rises, the effect of operating per-
formance on the adjustment speed gradually weakens. The adjustment speed
in state-owned companies is lower, indicating that soft budget constraints
and a lack of supervision in state-owned enterprises are in urgent need of so-
lution in the reform of state-owned enterprises in China. And owing to the
effect of institutional adjustment speed,auditor sign transmission effect can
not exert an obvious function in the adjustment of corporate capital struc-
ture.

Key words: capital structure; adjustment speed; threshold panel mod-
el; state-owned holding; auditor sign transmission
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