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Dynamic Adjustment of Capital Structure
and the Determinants

TONG Yong

(Department of Finance, School of Manugement ,
Fudan University, Shanghai 200433, China)

Abstract: This paper constructs a dynamic adjustment model of capital
structure, and establishes a time-varying capital structure model by emplo-
ying the dynamic panel data econometric method to make empirical study of
Chinese listed companies. The results reveal that there is high trade cost in
dynamic adjustment of capital structure of Chinese listed companies, which
prevents the capital structure of Chinese listed companies from being adjus-
ted to the optimum capital structure. Besides, the paper also makes empiri-
cal study on the determinants of capital structure in the dynamic adjustment
process.

Key words: capital structure; listed companies; dynamic adjustment; dy-
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