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T TR R B — LA T U T L R 1 AR B E

2. 00T, TR AR 1 AR 2, AT LU A S AT IROR
FIZ A A A A ol Ry s 1 58 40 BB £l il ¢ 249 SRR I 1647 0109 43 # [l
S5y LR 3 ISR 4,
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Financial Constraints. Financial Flexibility and
Investment-cash Flow Sensitivity : Theoretical
Analysis and Empirical Evidence from
Listed Companies in China

ZENG Ai-min', WEI Zhi-hua®

(1.Postdoctoral Station of Business Administration . Shanghai
University of Finance and Economics, Shanghai 200433 ,China ;

2.School of Economics ,» Xiamen University , Xiamen 361005, China)

Abstract: Investment-cash flow sensitivity research is one of the frontier
topics in current investment theory research. This paper theoretically and empiri-
cally investigates the effects of financial constraints and financial flexibility on
investment- cash flow sensitivity from a financial flexibility perspective. It con-
cludes that investment-cash flow sensitivity is positively or negatively correlated
with financial flexibility under stronger or weaker financial constraints respective-
ly, showing that investment-cash flow sensitivity is not only determined by the
degree of financial constraints and supporting the view that investment-cash flow
sensitivity is not an accurate proxy for financial constraints. It provides some new
ideas and evidence for the relationship among financial flexibility, financial con-
straints and corporate investment and is of great guidance significance to corporate
investment and financing decision-making in China.

Key words: financial constraint; financial flexibility; investment-cash
flow sensitivity (WiEmE & 4D
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