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The dynamic adjustment of capital structure was one of the core
issues of corporate finance. This paper reviewed the dynamic capital
structure theory and empirical study at first, discussed the function
mechanism between macro — economic factors and the capital struc-
ture on the basis of analyzing the characteristics of Chinese listing
corporation and macro — economic environment, empirically studied
the impact of macroeconomic factors on the dynamic adjustment of
capital structure( adjustment speed, adjustment path, financing ef-
ficiency and adjustment result ) using Chinese listing corporation
panel data from 1999 — 2009, then put forward structure manage-
ment measures and countermeasures of optimization. Specifically,
the results of this study are as follows:

This paper examined the impact of macroeconomic factors on
the adjustment speed of corporate capital structure with the balance
panel data of 435 Chinese listed companies from 1999 to 2009 , using
the method of fixed effect and logit QMLE. Empirical results illumi-
nated that: (1) economic cycle and capital structure adjustment
speed was positively related ; (2 ) expansionary fiscal policy of adding
financial expenditure could increase adjustment speed of corporate
capital structure, while lowering tax rate could slow down the speed;
(3 ) expansionary monetary policy of lowering interest rates could in-

crease adjustment speed of a corporate whose actual capital structure
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was smaller than target capital structure and decrease adjustment
speed of a corporate whose actual capital structure was bigger than
target capital structure, while adding the supply of money could in-
crease the speed of all corporate; (4) the size of the stock market
and corporate capital structure adjustment speed negative correlated
(not significant ) , and the stock market return and company capital
structure adjustment speed significantly positive correlated; (5 ) the
market index test results show that, the capital structure adjustment
speed was faster when the market degree of a region was high. The
further test showed that the impact of macroeconomic factors ( except
CPI,FE) on the adjustment speed of corporate capital structure did
not vary with the nature of corporate property right and the debt lev-
el, and the adjustment speed of both the non — state — owned corpo-
rate and non — excessive liabilities corporate was more sensitive to
macroeconomic factors.

The paper constructed conditions of two logit model and esti-
mated the financing choice ( internal financing VS external finan-
cing, equity financing VS debt financing) using the unbalanced
2010 panel data of 435 companies from 1999 —2009 ,we found that :
(1) the probability of internal financing of a corporation was posi-
tively related to economic cycle; when a company was external fi-
nancing, the probability of equity financing was positively related to
economic cycle; (2 ) when the government used the expansionary fis-
cal policy of increasing government spending , companies tended to
choose internal financing, but once companies were externally fi-
nanced, they preferred equity financing ;but the expansionary fiscal

policy of reducing corporate income tax rate in 2008 made compa-
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nies choose external financing especially external debt financing pro-
pensity; (3) when the government used the expansionary monetary
policy, companies tended to use external financing, and tend to use
external debt financing; (4) when the stock market scale was big
and the market return was higher, the company would first choose
internal financing, once choosing the external financing, it would
prefer equity financing; (5) when the district had a high degree of
marketization, corporation$ financing choice was in line with the "
pecking order theorem " , namely financing order was internal finan-
cing — debt financing — stock financing. The further test showed
that the impact of macroeconomic factors ( except CPI, TAX) on the
adjustment path of corporate capital structure did not vary with the
nature of corporate property right and the debt level, and the non —
state — owned corporate and non — excessive — liabilities corporate
were more sensitive to macro economic factors. Because different
macroeconomic factors had different effection capital structure ad-
justment path selection and different path had different financing ef-
ficiency, macroeconomic factors could indirectly affect the financing
efficiency. Empirical results showed that some macroeconomic fac-
tors ( GDP, FE, LIR, SR ) not only significantly affected the ad-
justment path and also could improve the efficiency of financing.
This paper examined the impact of macroeconomic factors on
the adjustment result of corporate capital structure with the balance
panel data of 435 Chinese listed companies from 1999 to 2009, u-
sing the method of fixed effect. Empirical results illuminated that .
(1) the economic cycle positively correlated with the adjustment

effect of company capital structure, and in the non State — Owned



company adjustment result was better than that in the state — owned
Company; (2) the expansionary fiscal policy to increase the compa-
ny% capital structure adjustment effect, but in 2008 the fiscal policy
of reducing corporate income tax did not improve the adjustment
effect of company capital structure, but increase the company$ cap-
ital structure deviation degree; (3 ) the expansionary monetary policy
of reducing the rate could improve adjustment effect of the company
capital structure, especially the adjustment effect of state — owned
company ; and the expansionary monetary policy of increasing mone-
tary supply could reduce the companys capital structure adjustment
effect, especially in the state — owned company; (4) when the stock
market was more developed, the adjustment effect of company cap-
ital structure was better especially in state — owned company and
stock market weighted rate of return had more impact than the size of
the stock market on capital structure adjustment effect; (5) the de-
gree of market was the important factor of having impact on the effect
of corporate capital restructuring, when the degree of market was
higher, the current company capital structure deviation degree was
lower especially in non — state — owned company .

This study was beneficial for firms to establish the dynamic op-
timization mechanism of capital structure . It not only provided a ba-
sis for the micro corporate to finance and manage, but also gave ref-
erence for macro government departments to formulate relevant poli-

cies.

Key Words: macroeconomic factors ;dynamic capital structure ;
the partial adjustment models; adjustment speed; path; adjustment

effect.
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