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Panel A
1997 1998 1999 2000
1 (2 1 (2 1) 2 (1) 2
01072 | -0.0030 | -00495 | -0.1089 | -0.0499 0.0501 -0.1352 0.0795
A ROE
(-0.1029) | (-0.0117) | (-0.0301) | (-0.0131) | (-0.0274) | (©0009) | (5q307) | (0-0104)
00452 | -0.0054 | -00350 | -0.0192 | -0.0307 0.0155 -0.0401 0.0143
AR
(-0.0392) | (-0.0061) | (-0.0239) | (-0.0068) | (-0.0199) | (©0022) | (5 q34y | (0-0095)
SIZE 11.600 14.800 14.400 -0.0192 15.100 19.000 18.100 20.500
() (6:5400) | (7.8600) | (8.5800) | (-0.0068) | (894000 | (11000) | (11.600) | (15 500)
01503 0.2814 0.1616 02812 0.1687 0.3132 03733 0.2819
ROD
(0.1453) (0.2688) (0.1484) (0.2644) (0.1496) (0.3078) (0.1865) (0.2703)
0.1526 0.1946 0.1397 0.2022 0.1684 0.2096 0.0270 0.2132
ROC
(0.1301) | (01883) | (161 | ©191) | 51457y | (01045 | ©1361) | (0.1817)
0.2726 0.2770 0.2896 0.2936 0.3323 0.2930 0.3579 0.3416
DOP
02727) | (o76a | (02857) | (©2899) | (0.3310) | (0:2943) | (03539) | () 3eey)
0.0327 0.0662 0.0402 0.0614 0.0263 0.0805 0.0354 0.0674
FOP
(0.0000) | (00000) | (0.0000) | (©0000) | (0.0000) | (0.0000) | (0.0000) | (0.0000)
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00799 | -0.2166 | -0.0590 | -0.0108 | -0.0428 | 0.1081 00385 | (1060
AROE
(-0.0086) | (-0.0019) | (-0.0454) | (-0.0110) | (-0.0224) | (-0.0047) | (-0.0234) | (0-0001)
00230 | -0.0026 | -0.0433 | -00170 | -0.0270 | -0.0395 | -0.0234 | 0.0048
ARy
(-0.0208) | (0.0037) | (-0.0299) | (-0.0068) | (-0.0196) | (-0.0059) | (-0.0116) | (-0.0019)
SIZE | 62300 9.5400 7.2400 11.100 03400 11.700 10.800 12.900
( ) | &7900) | 65700) | (7.3600) | (8.7700) | 91000 | (97800) | (8.9600) | (10-700)
0.1277 00842 0.1290 0.3010 0.1801 0.3817 02037 0.4190
ROD
©.0810 | (02769 | (9o0993) | (0.2027) | (0.1653) | (0.3152) | (0-2014) | (0.3206)
0.2164 0.2148 0.2783 0.2137 0.2327 0.2233 0.2329 0.2695
ROC
02063 | ©2128) | (0oass | 02187 | ©02398) | (02162) | 05y | (0:2287)
0.3249 0.3339 0.3480 0.3365 0.3625 0.3703 0.4340 0.4024
DOP
(02017) | (03132) | (0.3005) | (03163) | (0.3367) | (03564) | (0.4124) | (g 4042
0.0174 0.0162 0.0216 0.0227
FOP
(0.0000) (0.0000) (0.0000) (0.0000)
2000 1
2

2000



1999 2
Panel C
1997 1998 1999 2000
1 (2 1) 3 oy 2 L (2
01623 | -00388 | -00144 | -01439 | -0.0370 0.1900 00310 | -0.2350
AROE

(-0.1343) | (-:0.0004) | (-0.0151) | (-0.0088) | (-0.0406) | (0.0098) | (-0.0170) | (0.0105)
.0.0596 | -0.0018 | -00179 | -00221 | -0.0231 0.0092 -0.0277 0.0517

AR
(-0.0480) | (-:0.0021) | (-0.0181) | (-0.0011) | (-0.0234) | (0.0007) | (-0.0157) | (0:0142)
SIZE 6.3100 9.3000 94800 9.5300 11.8000 9.5400 18.800 9.2500
() | @sso0) | ©1000) | sy | ©9100) | (89200 | (ggi00 | (13.400) | (7.2500)
0.1293 0.2644 0.1281 0.2752 0.1874 0.3225 0.2135 0.3118

ROD
(0.1032) | (a3 | (007 | (©2629) | (0.1892) | (03219) | (g1qpq) | (0:3108)
0.1734 0.2528 0.1783 0.2668 0.1703 0.2477 0.2073 0.2902

ROC
(0.1621) | (0-2208) | (01684) | (0.2634) | (0.1483) | (02222) | (g1g5p) | (0-3029)
0.3008 0.3429 0.3156 0.3448 0.3875 0.3308 0.4126 0.3638

DOP
03032 | (0708 | (02064 | (©3062) | (0:38260) | (goep | (03842) | (o 3g3e)
0.0599 0.0530 0.0725 0.0088 0.0655

FOP
(0.0000) (0.0000) (0.0000) | (0.0000) | (0.0000)
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1997—2000
46.84% 45.88% 49.06% 44.99%
39.4% 53.84% 58.04% 44.36%
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Panel A
1997 1998 1999 2000
) ) ) ) @ &) @ &)
0.9209*** 0.6412 0.2908 | -4.3176** | -0.5397 2.7162 -0.2962 -0.0688
(3.1230) (1.1889) (1.6319) | (-3.4500) | (-1.4661) | (1.4667) | (-0.2241) | (-0.0567)
-0.0540** | -0.0450* | -0.0175* | 0.2283** | 0.0301* -0.1379 0.0369 0.0195
Log(size)
(-3.6985) | (-1.6992) | (-2.0637) | (3.7482) (1.7173) | (-1.5496) | (0.5951) (0.3345)
0.3484*+* 0.1720 0.0457 | -1.4706** | -0.5706** | 0.5401 | -1.1475** | -0.0721
ROD
(3.4900) (1.1229) (0.8287) | (-4.5747) | (-5.1609) | (1.2572) | (-4.9381) | (-0.2320)
0.2993*** | 0.8019*** -0.0580 -1.3427%** 0.0316 0.1553 -1.1549%+* -0.3490
ROC
(2.6937) (4.0624) | (-0.8647) | (-2.7710) | (0.2135) (0.2390) | (-5.0464) | (-0.8930)
-0.1178 0.2338 0.0683 0.5940 -0.1339 -0.1319 -0.3444 -0.3641
DOP
(-0.8144) | (1.2433) (0.7798) (1.2737) | (-0.9145) | (-0.1894) | (-0.7765) | (-0.8526)
0.1922 0.222627 | 0.06734 -0.2828 0.0813 0.5944 -0.76845 -0.6094
FOP
(1.3926) (1.0712) (0.8829) | (-0.5548) | (0.4561) (0.7990) | (-1.2843) | (-1.1999)
R? 0.1462 0.0782 0.0691 0.1184 0.1549 0.0196 0.1289 0.0110
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Panel B
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1997 1998 1999 2000
) &) ) @ ) &) ) &)
0.3474 0.2515 -0.6125 9.1646 -1.0566 4.1018 1.0393* 1.4569
(0.2409) (0.0399) | (-0.8610) | (0.9454) | (-1.3183) | (0.7005) | (-1.7830) | (0.5780)
-0.0204 0.0753 0.0311 -0.4424 0.0593 -0.2458 0.0506* -0.0975
Log(size)
(-0.2814) | (0.2355) (0.8872) | (-0.9256) | (1.4656) | (-0.8750) | (1.7585) | (-0.8148)
-0.2707 -5.392%** | -0.4054** 1.3928 -0.2477 | 4.2789** | -0.2167 0.1388
ROD
(-0.6749) | (-3.4622) | (-2.2195) | (0.7155) | (-1.2431) | (6.1394) | (-1.3498) | (0.6729)
-0.2131 -2.7603 0.0141 4.9808 -0.3503 -3.6871* | -0.0487* | 1.4574%
ROC
(-0.4573) | (-1.4859) | (0.0946) (1.3363) | (-1.3822) | (-1.7562) | (-0.2079) | (3.3297)
0.1940 0.2219 -0.0847 -4.4410 -0.2045 0.7565 0.0292 0.5940
DOP
(0.4653) (0.1199) | (-0.4777) | (-1.6340) | (-1.0792) | (0.5273) (0.1923) (1.0263)
1.8157 -2.2929 -0.2814 0.1437
FOP
(0.6342) (-0.5468) (-0.1194) (0.1436)
R? 0.1256 0.1868 0.3414 0.0861 0.1444 0.4452 0.1806 0.3067
2 3
4 s c >y
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Panel C

1997 1998 1999 2000
) 2 1) ) ) ) @) )
1.8231 0.5083 0.6350 -2.6318 0.6105 16.080** | -0.7083 -653.58
(0.9018) | (0.2197) | (0.9880) | (-1.3702) | (1.7199) | (2.4571) | (-1.3219) | (-1.5486)
-0.1076 -0.0068 -0.0336 0.1741* -0.0341* | -0.7966** | 0.0327 35.624
Log(size)
(-1.0866) | (-0.0558) | (-1.0201) | (1.7825) | (-1.9232) | (-2.4627) | (1.2372) | (1.7497)
0.5775 | -1.2021* 0.1115 | -2.6134** | 0.1436 -1.3698 -0.1537 -3.0905
ROD
(1.1288) | (-2.2397) | (0.6012) | (-4.9573) | (1.3206) | (-0.6871) | (-0.8556) | (-0.0393)
0.1987 -0.5583 0.4455* | -1.3322* | -0.0020 2.4858 0.0752 -198.93*
ROC
(0.2858) | (-0.9676) | (2.0697) | (-2.7065) | (-0.0125) | (1.2393) | (0.3320) | (-1.8118)
0.2030 0.1921 -0.1851 0.1400 0.0761 0.0217 0.0355 -67.839
DOP
(0.2504) | (0.5765) | (-0.6940) | (0.4670) (0.7161) | (0.0187) | (0.1671) | (-1.1646)
-0.2530 -0.6446 1.3950 -0.4463 -61.732
FOP
(-0.3499) (-1.0700) (0.6698) | (-0.7550) | (-0.6692)
R? 0.1334 0.2886 0.3187 0.6364 0.2600 0.3342 0.1474 0.4360
5
Panel A
1997 1998 1999 2000
(1) (2 (1) (2 (1) (2 (1) (2
0.3884%*+ 0.0102 0.2093* | -0.4221** | -0.1267 0.1856 -0.6242%*+ -0.1779
(2.8464) (0.1060) (1.6586) | (-3.6272) | (-0.8936) | (1.1002) (-4.7404) (-0.7845)
-0.0201** | -0.0019 | -0.0132* | 0.0216*** 0.0071 -0.0090 0.0323%* 0.0195*
Log(size)
(-2.9714) | (-0.4034) | (-2.1886) | (3.8131) (1.0459) | (-1.1058) (5.2358) (1.7904)
-0.0019 -0.0017 0.0116 -0.1643%* | -0.2085** | 0.0467 -0.2474%* | -0.3366**
ROD
(-0.0405) | (-0.0608) | (0.2969) | (-5.4980) | (-4.8949) | (1.1934) (-10.687) (-5.7984)
ROC 0.1208** 0.0533 0.0244 -0.0572 0.0320 -0.0043 -0.2441%% | -0.3697*
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(2.3495) (1.5173) (0.5135) (-1.2698) (0.5608) (-0.0727) (-10.705) (-5.0661)
-0.1534** 0.0449 0.0776 0.0507 -0.0630 0.0069 0.0315 -0.0940
DOP
(-2.2911) | (1.3431) (1.2508) (1.1685) (-1.1171) (0.1082) (0.7134) (-1.1794)
0.0077 0.0204 -0.0027 -0.0397 0.0193 0.0144 -0.119346** -0.1517
FOP
(0.1204) (0.5523) | (-0.0501) | (-0.8382) (0.2811) (0.2132) (-2.0018) (-1.5999)
R2 0.0989 0.0215 0.0758 0.1377 0.1380 0.0127 0.4564 0.2618
Panel B
1997 1998 1999 2000
(1) (2) (1) (2) (1) (2 (1) (2
0.0248 0.1463* -0.1773 0.2508 -0.4217 -0.0788 -0.5772** 0.9253
(0.0704) (1.6789) (-0.4064) (1.5417) (-1.1602) | (-0.2646) | (-2.1912) (1.3471)
-0.0007 -0.0068 0.0106 -0.0105 0.0227 0.0140 0.0271** -0.0340
Log(size)
(-0.0369) | (-1.5435) (0.4929) (-1.3069) (1.2355) (0.9758) (2.0857) (-1.0433)
-0.1274 -0.0482** -0.1762 -0.1142%* | -0.0888 | -0.3328*** -0.1116 0.2754%**
ROD
(-1.3000) | (-2.2370) | (-1.5720) | (-3.4968) | (-0.9825) | (-9.3846) | (-1.5378) (4.8994)
-0.1572 -0.0020 -0.0794 -0.0371 -0.0892 | -0.3598*** | -0.0069 -0.8611%**
ROC
(-1.3806) | (-0.0803) | (-0.8701) | (-0.5938) | (-0.7762) | (-3.3677) | (-0.0653) | (-7.2188)
0.0480 0.0130 -0.1053 -0.0291 -0.0902 -0.1118 0.0433 -0.2438
DOP
(0.4714) (0.4993) | (-0.9676) | (-0.6376) | (-1.0500) | (-1.5309) | (0.6306) | (-1.5454)
-0.0163 0.0234 -0.0022 0.0196
FOP
(-0.4052) (0.3328) (-0.0187) (0.0719)
R 2 0.2651 0.1718 0.2207 0.2566 0.0997 0.7274 0.2546 0.6109
Panel C
1997 1998 1999 2000
(1) (2 (1) (2 (1) (2 (1) (2
0.2002 0.3021 0.1623 -0.6746 0.1364 2.4411 -0.4673* 0.5089
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An Analysis of the Financial Leverage Effect of Listed Companies in China

WANG Kemin, ZHANG Lina

(Quantitative Research Center of Economics, Jilin University, Changchun 130012, China)

Abstract: This paper mainly analyzes the financial leverage effect of listed companies in China. We argue
that the interference of government to corporate debt financing has weakened the financial leverage effect
on corporate values and risk of profit. Empirical results indicate regarding for those well performance
corporate in last year, debt financing can weaken the fluctuation of corporate value while the extent of
economic fluctuation is less; vice versa. While for those bad performance corporate in last year, which have
less competitive, debt financing can magnify the risk of corporate profit, however, because of the favorable
policies executed by government such as appropriating more funds, derating principals and interests etc,

debt financing has decreased the impact of debt financing on the possibility of financial bankruptcy.

Key word: financial leverage effect; corporate value; risk of profit
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