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The Changes in Interest Rates and Dynamic
Adjustment for Corporate Capital Structure under
Deregulation : Evidence from Manufacturing

CHEN Wen-hao',LLIU Chun-jiang”, CHEN Xiao-yi*

(1.Institute of Accounting and Finance s Shanghai University of Finance
and Economics ,Shanghai 200433 ,China ;2.School of Accountancy ,
Shanghai University of Finance and Economics ,Shanghai 200433 ,China)

Abstract; Since 2004, we have seen the gradual deregulation of interest
rates. How about the relation between the changes in interest rates and the
choice of capital structure? This paper theoretically explores the impact of
the changes in interest rates on the choice of corporate capital structure
Then it selects the parallel panel data of A-share listed companies from 2005
to 2011 in manufacturing to empirically test the relation between the dynam-
ic adjustment for capital structure and the changes in interest rates. It indi-
cates that the changes in interest rates have significantly positive effects on
corporate decision-making of capital structure, and this relation between
these two is affected by corporate ownership. Meanwhile, the changes in in-
terest rates have positive and negative impacts on corporate capital structure
with inadequate and excessive liabilities respectively. In addition,it also finds
that there is a negative relation between interest rates and the deviation of
capital structure,which is not affected by corporate ownership.

Key words: deregulation; dynamic capital structure; change in interest

rates
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