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In 1958, American economist Modigliani and
financial economist Miller published their immortal
paper “the Cost of Capital, Corporation Finance, and
the Theory of Investment” in American Economic
Review. Since then the research on corporate finance
enters a new era. In their paper, Modigliani and Miller
(MM) state that in a perfect capital market, the value
of a company is irrelevant to its capital structure. This
proposition is well known as MM proposition. MM
proposition points out that the capital structure and
other financial decisions are not important for a
company in a perfect capital market. However the
reality capital markets are far from perfect, which
means that capital structure and other financial

decisions are important for a company. Hence, the
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theoretical and empirical research on capital structure and other financial
decisions have become one of the core areas of modern corporate finance
research. There is considerable literature on this area. However most of
the literature focuses on the choice between equity and debt, which was
the question raised by MM in their paper. In other word, most
researchers conduct their research on capital structure based on the
assumption that different kinds of debt are homogenous as if there was
only one type of debt a company could issue. However in reality
companies can issue different kinds of debts and those debts differ in
several important dimensions. For example, they vary by maturity,
priority, covenant restrictions, security, conversion rights, and call
provisions. Recently, some foreign financial economists have carried out
extensive research in this area, such as Morris (1976 ), Myers
(1977), Brick-Ravid (1985, 1991), Flannery (1986), and so on.

The research on the debt maturity structure in China is far behind
that in other countries. In fact, in China the research in this area
concentrated on the equity structure and capital structure. There are very
few studies on the debt maturity structure until recent. However the
research on the debt maturity is very important for the reasons as
follows. First, the debt financing is a significant component of total
financing of listed companies in China. Second, the debt maturity
structure has substantial influence on the value of a company. Third,
inappropriate debt maturity structure may endanger the financial
soundness of a company and even the financial security of the whole
country. Therefore the research on the debt maturity structure of listed
companies is of great importance for China.

This thesis is divided into nine chapters and mainly studies the
determinants and economic outcome of debt maturity structure of listed

companies, the following is main content included in each chapter.
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Chapter 1 is introduction. In this Chapter, I introduce the
significance, the meaning of debt maturity structure, the objective, the
methodology and the originality of the research.

Chapter 2 is literature review. In this chapter, I provide a summary
of the literature on the debt maturity structure, which was mainly
conducted in other countries. Since the research on the debt maturity
structure in China is still in its initial stage and the research conducted
in other countries focuses on the determinants of debt maturity structure,
the literature review in this chapter in fact is the review on the
determinants of debt maturity structure.

Chapter 3 is the empirical study on the general characteristics of
debt maturity structure of listed companies in China and their
solvency. First, I provide a statistic summary of debt maturity structure of
listed companies, including mean, median and intervals of the debt
maturity structure. Second, I statistically analyse the solvency of the
listed companies, including short-term and long-term solvency in order
to find whether relatively short-term debt maturity structure has impacts
on the solvency of listed companies and whether the relative short-term
debt maturity structure is caused by the low solvency of the company.

Chapter 4 is the empirical study of industrial characteristics of the
debt maturity structure. That is, I examine the debt maturity structure
according to different industries. Specifically, this chapter attempts to
answer the following questions; (D Does industrial characteristics has
influence on the debt maturity structure? In other word, does different
industries have different debt maturity structures? (2 Is there any
similarity of debt maturity structure among listed companies of the same
industry? (3ls the inter-industrial difference of debt maturity structure is
larger than intra-industrial difference or the other way around? @How

large is the impact of industrial characteristics on the debt maturity
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structure? (5Is there any stability of debt maturity structure? Does the
debt maturity structure change over time?

Chapter 5 is the empirical study on the determinants of debt maturity
structure of listed companies. First I identify the potential explanatory
variables according to the research conducted in other countries and the
actual characteristics of listed companies in China. Then I apply the single
equation ordinary least square to test the significance of those factors. I
also provide an explanation for the test results.

In Chapter 6, I empirically examine the debt maturity structure and
financial leverage jointly. Most of the research on debt maturity structure
adopts methods used in Chapter 5 — single equation ordinary least square
both in China and other countries. This implies that the relationship
between debt maturity structure and financial leverage is either
independent or uni-directional. However I argue that debt maturity
structure and financial leverage should be interdependent both
theoretically and intuitively. Therefore I use simultaneous equations to re-
examine the determinants of debt maturity structure as well as financial
leverage of listed companies.

Chapter 7 provides a theoretical and empirical study on the
relationship between debt maturity structure and investment behavior of
listed companies. In a perfect capital market, the financing decisions and
investing decisions are independent. In reality where capital markets are
not perfect, the financing decisions and investing decisions are
interdependent. The research on the relationship between financing
decisions and investing decisions are very rare no matter from theoretical
or empirical perspective. Therefore in this chapter, I construct a
theoretical model to explain how debt maturity structure affects investing
decisions. Then 1 empirically test the theoretical model by using the data

of the listed companies in China.
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Chapter 8 is an empirical study on the relationship between debt
maturity structure and economic performance of listed companies. We
may think that chapter 7 examines the direct economic impacts of debt
maturity structure and this chapter examines the indirect impacts of debt
maturity structure. According to the theory of corporate finance, the
financing decisions affect the value of a company mainly through its
impacts on investing decisions. However there are numerous factors
which affect the economic performance of a company. Therefore it is
possible that debt maturity structure affect the investing decisions of a
company, while it is not closely related to the value or economic
performance of a company. Hence in this chapter, 1 examine the
relationship between debt maturity structure and economic performance
of listed companies. At the same time, in order to compare the
relationship between total financing of a company and its economic
performance, I also examine the impacts of total financing (i. e. financial
leverage) of a company on its economic performance.

Chapter 9 is conclusion. This chapter summarizes the research
results in this thesis and offers some policy suggestions and possible

directions of future research.
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