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Abstract

This paper starts with a long list of factors from the prior literature, and then we examine which
factors are reliably signed and reliably important, for predicting leverage using two stage least
squares. The empirical results of 395 Chinese listed companies show that the method can effec-
tively solve the multicollinearity and the endogenous problem between the influence factors, at
the same time also can greatly improve the whole explanation ability of model to the capital
structure. The results show that the company size, growth, operation ability, market recognition
are positively related to capital structure. Non-debt tax shields, cash flow, profitability and asset
guarantees, equity concentration, actual controller are negatively related to the capital structure.
Volatility, uniqueness, management shareholding, equity liquidity and information asymmetry,
the five indexes cannot have a significant impact on capital structure.
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Table 1. The definition of classification variables
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Table 2. Representative indicators
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Table 3. The linear regression results of representative indicators
F3 RERM TE@AER

AH Ey 4 THE P1E
Control —0.0159 —4.5244 0.0000
InS 0.0465 33.0917 0.0000
DA —0.3538 —8.8381 0.0000
CTobin —0.0499 —4.5257 0.0000
Rota —1.1235 —31.2549 0.0000
TAGR 0.0291 8.6807 0.0000
Curr —0.0347 —37.2178 0.0000
turnA 0.0087 2.6080 0.0091
PB 0.0013 1.9918 0.0464
zscore —0.0385 —3.4538 0.0006
R-squared 0.462471
Table 4. Endogenous test
=4 AEMRE
A Ey 4 THE P1E
Control —0.0015 -1.7173 0.0860
InS 0.0032 9.1631 0.0000
DA 0.0547 5.5292 0.0000
CTobin 0.0135 4.9435 0.0000
Rota —0.1686 —18.9665 0.0000
TAGR 0.0121 14.6456 0.0000
Curr 0.0151 65.3221 0.0000
turnA —0.0018 —2.2013 0.0278
PB —0.0002 —1.0895 0.2760
zscore —0.0009 —0.3084 0.7578
C —0.0707 —9.6880 0.0000
Table 5. The linear regression results of Mixed effects model
5 RAMMERE)ILER
A L4 THE P1E
Control —0.0068 -1.8914 0.0586
InsS 0.0336 17.4819 0.0000
DA —0.1448 —3.6015 0.0003
CTobin —-0.0139 —1.2472 0.2118
ROTA —-1.0315 —28.2657 0.0000
TAGR 0.1127 18.5380 0.0000
curr —0.0563 —49.9539 0.0000
turnA 0.0272 6.7677 0.0000
PB 0.0531 2.0777 0.0381
zscore —0.0822 —7.5345 0.0000
R-squared 0.484934
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Table 6. Endogenous test under instrumental variable
6. TRATEATHNEMRE

B £ T1E P 1E
Control ~0.0015 ~1.3763 0.1688
ins 0.0013 2.3113 0.0508
DA 0.0504 4.0954 0.0000
CTobin 0.0005 0.1611 0.8720
ROTA ~0.0054 ~1.0286 0.1350
TAGR 0.0137 7.4281 0.0000
curr 0.0115 3.7579 0.0857
tumA 0.0011 0.9373 0.3486
PB 0.0001 0.7236 0.4693
zscore 0.0039 1.1663 0.2435
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