
International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-6, Issue-1, Jan.-2020 

http://iraj.in 

Economic Uncertainty, Capital Structure and Investment Opportunities: Evidence from Listed Firms in China  

 

76 

ECONOMIC UNCERTAINTY, CAPITAL STRUCTURE AND 

INVESTMENT OPPORTUNITIES: EVIDENCE FROM LISTED FIRMS 

IN CHINA 
 

MUTIAN LU 
 

Guanghua Cambridge International School, Shanghai, China 
E-mail: 15005290485@163.com 

 

 

Abstract - Macroeconomic uncertainty has impact on investment opportunities of enterprises. Moreover, different kinds of 
enterprises can be affected in different levels. This article analyses the changes in capital structures of different enterprises, 
using seasonal financial reports of Chinese public firms. The research found that an increase in macroeconomic uncertainty 
can reduce the role of capital structure in promoting investment opportunities and vice versa. Moreover, non-state-owned 
enterprises are more sensitive to economic uncertainty rather than state-owned enterprises. This conclusion is not only 
showed the significant effects of macroeconomic uncertainty has on the investment sentiment of investors, but also showed 
that the firms that had relatively high capacity to sustain the pressure bought by economic recession can get relatively stable 
investment opportunities. 
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I. INTRODUCTION 

 

The level of economic uncertainty can have great 

impact on enterprises, which is a consensus, 

especially after several financial crisis. For example, 

the financial crisis of 2007 to 2009 limited lots of 

external finance and investment during that period of 

time. The evidence is provided by Ivashina and 

Scharfstein (2010),andCampello, Graham, and 
Harvey(2010), and Campello et al(2011). the opinion 

that the rise in economic uncertainty can have 

negative impact on investor sentiment then have 

negative impact on investment environment is agreed 

by Stein(1996),Baker and Wurgler (2006,2007), and 

Baker(2009).According to the opinion of R. David 

Mclean and Mengxin Zhao, the investment will be 

less sensitive to Tobinq when there is a recessions 

and low investor sentiment in an economy. Therefore, 

the level of macroeconomic uncertainty dose have 

significant impact on enterprises in an economy. The 
increase in level of economic uncertainty will reduce 

the investment of companies and change the capital 

structure and allocation in companies (Beaudry et 

al.,2001). 

As except the variable economic uncertainty, the 

capital structure can be an impactful factor that can 

influence investment. In financial theory, for instance, 

Modigliani and Miller (1958) gave the theory that the 

external capital and internal capital can replace each 

other completely in perfect capital markets. However, 

there is no perfect capital market in reality. The 
problem of unbalanced information (Greenwald, 

Stigliz and Weiss (1984), Myers and Majluf (1984) 

and Myers(1984) and agent problem (Fazzari, 

Hubbard and Peterson (1988) can make the external 

financing more costly than internal capital. The 

financing constraints caused by this will influence the 

ability of financing of an enterprise an then influence 

its investment. If a firm has strong cash flow, then the 

effect of financing constraints had on financing 

ability so that the investment will be affected at a 

lower level. Hence, the capital structure has positive 

promotion effect on investment. 

The increase in economic uncertainty often represents 

that the economy is taking some negative impacts and 

experience a recession in an economic cycle.By 

reference to the “Business Cycle, Investor Sentiment, 

and Costly External Finance.” written by R. David 
Mclean and Mengxin Zhao. Recession can create 

financial constraints that liit real investment and 

employment. Therefore, the capital structure of 

enterprises will also received some negative shocks 

such as the decrease in level of employment, total 

output and productivity.According to the information 

and researches brfore, the negative impacts bought by 

economic uncertainty on capital structure of firms 

and investment has been shown in researches such as  

the“Business Cycle, Investor Sentiment and Costly 

External Finance” published in the Journal of Finance, 
Vol 69 No.3. June 2014. The positive promotion of 

capital structure ob investment of firms has also been 

provided in previous researches. The conclusion has 

been mentioned in the research of “macroeconomic 

uncertainty, capital demanded and corporate 

investment” written by Yizhong Wang and Min Song. 

All these conclusions are only involves the 

relationships between two of the factors, certeris 

paribus. However, the situation in reality often need 

people to consider all these factors comprehensively. 

Therefore, the research following will try to give a 
relationship between the economic uncertainty and 

the impact of capital structure to investment 

opportunities. Moreover, for some enterprises which 

is relatively more stable investment such as 

state-owned enterprises, the following analysis will 

also try to found whether they will have a relative 

stable investment prospect among investors even in 

recessions. 
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II. HYPOTHESIS AND RESEARCH DESIGN  

 
Capital structure can give positive promotion to 

investment of enterprises (Macroeconomic 

uncertainty, capital demandedand corporate 

investment. By Yizhong Wang and Min 

Song.)However, economic uncertainty have negative 

impacts on both capital structure and investment. 

(Mclean, R. D. , and M. Zhao, 2014,”The Business 

Cycle, Investor Sentiment, and Costly External 

Finance”,Journal of Finance, Vol. 69, 1377-1409.) As 

the economic uncertainty will weaken the capital 

structure of firms, the positive effects brought by 

capital structure on investment will reduce as well.  
Therefore, the hypothesis is formed: increase in 

economic uncertainty will reduce the positive 

promotion effects of capital structure on investment. 

In order to test the impact that the increase in 

economic uncertainty has on the role of capital 

structure in promoting investment opportunities, 

referring the quantitative model and identification 

methods of Becker &Ivashina (2014), estimating the 

following equation:  

 
𝑡𝑜𝑏𝑖𝑛𝑞 = 𝑎0 + 𝑎1(𝐿𝑒𝑣 + 𝐿𝑒𝑣 ∙ 𝑀𝑢1) + 𝑎2𝐶𝑜𝑛𝑡𝑟𝑜𝑙

+ 𝑄𝑢𝑎𝑡𝑒𝑟+ 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦+ 𝜀
 

In this equation, the dependent variable tobinq is 

investment opportunity.1 represents the long-term 

fund demand and 0 represents the short-term fund 

demand. Independent variables are Lev which is 

short-term asset-liability ratio and Lev*Mu1 here. 

Control is the characteristic variables at the company 

level which might influence the dependent variable. 

In order to reduce the influence of seasonal factors on 

the seasonal financial reports, by reference to the 

processing method of Gulen&Ion(2013),adding 

quarterly dummy variable (Quarter) into this model. 

In order to reduce influence brought by the industry 

characteristics, by reference to the processing method 

of RaoPingui and Jiang Guohua (2013), controlling 

the industry dummy variable and adjust standard 

error clustering at the company and quarterly level. 

This equation is used to test the assumption which is 

an increase in macroeconomic uncertainty can reduce 

the role of capital structure in promoting investment 

opportunities. If a1 is significantly positive, it shows 

that rise in macroeconomic uncertainty can reduce the 

role of capital structure and vice versa. 

 

III. DATA AND VARIABLE DESCRIPTION 

 

(1) Sample composition and data sources 
The samples are quoted from quarterly financial data between 2003 and 2018 of Chinese public companies in 

CSMAR and Wind data bases, excluding ST and financial Companies. 

 

(2) Variable description and definition 

 

Variable Symbol Variable Declaration 

Salesa Main business income/total assets 

Salesb Seasonal adjusted main business income/total assets 

Salesc Industry adjusted main business income/total assets 

Tobinq Book value/replacement cost 

toninqa Opening book value/replacement cost 

tobinqb Ending book value/replacement cost 

tobinqc Interim book value/replacement cost 

tobinqd Average value of opening book value and ending book value/replacement cost 

lev Asset-liability ratio; Total liabilities/total assets 

WLev Long-term asset-liability ratio; Long-term liabilities/total assets 

Lev Short-term asset-liability ratio; Short-term liabilities/total assets 

Table 1 Caption 

 

(3) Descriptive statistics 

 

variable N mean sd min p50 max 

Lev 110000 0.449 0.217 0.0450 0.450 1.013 

Wtobinqa 120000 2.225 1.988 0.215 1.628 11.37 

GFin 110000 0.177 0.137 -0.0560 0.173 0.409 



International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-6, Issue-1, Jan.-2020 

http://iraj.in 

Economic Uncertainty, Capital Structure and Investment Opportunities: Evidence from Listed Firms in China  

 

78 

Wtobinqb 120000 2.418 2.225 0.224 1.738 12.77 

Wtobinqc 120000 2.681 1.927 0.907 2.061 11.86 

Wtobinqd 120000 2.908 2.181 0.935 2.201 13.40 

Wmb 120000 0.879 0.818 0.0880 0.614 4.648 

WLSDebt 93000 1.818 5.480 0 0.275 42.10 

Waccounts 110000 0.0900 0.0740 0.00100 0.0710 0.368 

Wstock 110000 0.167 0.154 0 0.129 0.778 

Wsize 120000 21.77 1.264 19.21 21.61 25.70 

Wlev 120000 0.448 0.217 0.0450 0.447 1.013 

Wroa 120000 0.0240 0.0360 -0.106 0.0180 0.148 

MU1 120000 0.835 0.400 0.384 0.650 1.963 

soe 110000 0.465 0.499 0 0 1 

Table 2 Descriptive statistics 

 

The winsorisation has been used on continuous variables at the company level, which means using the values in 

the 1% and 99% to replace the values outside this range. Therefore, the conclusion is not affected by extreme 
values. The results are shown in table 2. The maximum value of Wtobinqa is 11.37 and the minimum value of it is 

0.0450. The mean value of it is 2.225. The maximum value of Wtobinqb is 12.77 and the minimum value of it is 

0.224. The mean value of it is 2,418. The maximum value of Wtobinqc is 11.86 and the minimum value of it is 

0.907. The mean value of it is 2.681. The maximum value of Wtobinqd is 13.40 and the minimum value of it is 

0.935. The mean value of it is 2.908. The maximum value of Lev is 1.013 and the minimum value of it is 0.0450. 

The mean value of it is 0.449. The maximum value of Wlev is 1.013 and the minimum value of it is 0.0450. The 

mean value of it is 0.448.  

 

IV. EMPIRICAL RESULTS 

 

Variable Mean1 Mean2 Mean difference 

Wtobinqa1 2.131 2.283 -0.151*** 

Wtobnqa2 2.056 2.573 -0.517*** 

Wtobinqa3 1.818 2,647 -0.829*** 

Wtobinqa4 2.217 2.308 -0.091*** 

Wtobinqa5 2.168 2.270 -0.102*** 

Table 3 Descriptive contrast 

 

Wtobinqa1 is defined by the group variable strong. Wtobinqa2 is defined by the group variable strong1. 

Wtobinqa3 is defined by the group variable strong2. Wtobinqa4 is defined by the group variable strong3. 

Wtobinqa5 is defined by the group variable strong3. Wtobinqa5 is defined by the group variable strong4. The 
mean difference test across all Wtobinqa are negative significant at 1% level 

This table compares the gap in investment opportunities between companies with high revenues and those with 

low revenues. It distinguishes between high and low revenues by using Main business income over Total assets, 

Seasonally adjusted main business income over Total assets and Industry-adjusted main business income over 

Total assets respectively. The results are all significantly negative, so companies with high revenues have more 

investment opportunities. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 
0.00746*** 0.341*** 0.0209*** 0.155*** 

(0.000006) (0.002) (0.0001) (0.001) 

LevMU1 
-0.566***    

(0.183)    

MB 
-0.831*** -0.780*** -0.835*** -0.831*** 

(0.0557) (0.0543) (0.0554) (0.0560) 

Lsdebt 
0.00632*** 0.00619*** 0.00635*** 0.00636*** 

(0.00181) (0.00180) (0.00181) (0.00181) 
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Accounts 
0.297 0.331 0.275 0.328 

(0.214) (0.219) (0.214) (0.215) 

Stock 
-0.140 -0.158* -0.133 -0.143 

(0.0951) (0.0936) (0.0949) (0.0957) 

Size 
-0.243*** -0.250*** -0.248*** -0.233*** 

(0.0283) (0.0298) (0.0271) (0.0289) 

LevMU2 
 -6.312***   

 (1.396)   

LevMU3 
  -0.480***  

  (0.117)  

LevMU4 
   -0.391** 

   (0.179) 

_cons 
8.219*** 8.361*** 8.318*** 7.997*** 

(0.594) (0.640) (0.570) (0.606) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

Standard errors in parenthesesr2 
85545 85545 85545 85545 

0.356 0.358 0.358 0.353 

* p<0.1** p<0.05  *** p<0.01 
Table 4 Benchmark table 

 

This table shows the results of Benchmark regressions. According to this table, the LevMU1 is negative. 

Moreover, the results are stable for four different methods to measure investment opportunities, which means 

rising economic uncertainty will reduce the role of capital structure in promoting investment opportunities. The 

coefficient estimation of capital structure are all positive significant at 1% level. All the interactive terms between 

capital structure and economic uncertainty are negative significant at 1% level, suggesting that economic 
uncertainty will weaken the effect of capital structure on investment opportunity. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.338*** 0.180*** 0.0660*** 0.531*** 

 (0.002) (0.001) (0.0006) (0.003) 

LevMU1 -0.584***    

 (0.210)    

MB -0.901*** -0.821*** -1.021*** -0.899*** 

 (0.0648) (0.0651) (0.0731) (0.0606) 

Lsdebt 0.0105*** 0.00564* 0.00176 0.00302 

 (0.00275) (0.00308) (0.00242) (0.00281) 

Accounts 0.395 0.615** 0.468 0.335 

 (0.263) (0.257) (0.312) (0.241) 

Stock -0.219* -0.0986 -0.298** -0.156 

 (0.112) (0.124) (0.135) (0.136) 

Size -0.281*** -0.231*** -0.264*** -0.206*** 

 (0.0368) (0.0312) (0.0325) (0.0295) 

LevMU2  -6.719***   

  (1.531)   

LevMU3   -0.375**  

   (0.149)  
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LevMU4    -0.309** 

    (0.152) 

_cons 9.001*** 8.351*** 8.904*** 7.655*** 

 (0.758) (0.670) (0.676) (0.625) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 32575 31191 29835 32136 

r2 0.343 0.363 0.348 0.360 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table 5 Results of propensity matching score 

 
It adopts the method of propensity matching score to make the enterprises of samples in the regression basically 

identical in characteristics (inventories, scales, long-term debt to short-term debt ratio, market value to book value 

ratio). The results are still stable after excluding the effects of these characteristic variables. After propensity 

matching score, the coefficient estimation of capital structure are all positive significant at 1% level. All the 

interactive terms between capital structure and economic uncertainty are negative significant at 1% level, 

suggesting that economic uncertainty will weaken the effect of capital structure on investment opportunity. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.0358*** 0.239*** 0.208*** 0.196*** 

 (0.002.) (0.0006) (0.009) (0.007) 

LevMU1 -0.454***    

 (0.169)    

MB -0.802*** -0.764*** -0.789*** -0.831*** 

 (0.0533) (0.0517) (0.0513) (0.0531) 

Lsdebt -0.000167 0.0120*** 0.00900*** 0.00438** 

 (0.00244) (0.00265) (0.00225) (0.00205) 

Accounts 0.902*** -0.152 0.108 1.132** 

 (0.254) (0.269) (0.215) (0.512) 

Stock -0.157 -0.0229 0.129 -0.214* 

 (0.0968) (0.103) (0.146) (0.119) 

Size -0.210*** -0.236*** -0.217*** -0.167*** 

 (0.0266) (0.0291) (0.0289) (0.0343) 

invmills1 -0.371*** -0.355*** -0.433*** -0.712*** 

 (0.003) (0.002) (0.004) (0.007) 

LevMU2  -6.221***   

  (1.388)   

LevMU3   -0.461***  

   (0.109)  

LevMU4    -0.326* 

    (0.170) 

_cons 7.020*** 8.387*** 8.001*** 5.881*** 

 (0.546) (0.634) (0.534) (1.034) 

Year fixed effects Yes Yes Yes Yes 

Firms fixed effects Yes Yes Yes Yes 
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N 80390 82801 82801 82801 

r2 0.355 0.359 0.357 0.352 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table6：Panel two-phase estimation 

 

After the bias error that the excluded samples only include enterprises with high main business income in 

Heckman‟s two-stage least squares, the results are still stable.the coefficient estimation of capital structure are all 

positive significant at 1% level. All the interactive terms between capital structure and economic uncertainty are 

negative significant at 1% level, suggesting that economic uncertainty will weaken the effect of capital structure 

on investment opportunity. The estimation of invmills are all negative significant, demonstrating that the selection 

bias are controlled. And the results of benchmark analysis are still holding.  
 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

L.Wtobinqa 0.518*** 0.496*** 0.516*** 0.507*** 

 (0.0458) (0.0447) (0.0458) (0.0456) 

L2.Wtobinqa 0.138*** 0.109*** 0.151*** 0.125*** 

 (0.0303) (0.0299) (0.0304) (0.0299) 

L3.Wtobinqa 0.0987*** 0.0780*** 0.109*** 0.0844*** 

 (0.0216) (0.0219) (0.0218) (0.0216) 

Lev 0.330*** 0.419*** 0.430*** 0.0276*** 

 (0.003) (0.0028) (0.0032) (0.001) 

LevMU1 -0.253***    

 (0.0335)    

MB 0.304*** 0.301*** 0.294*** 0.303*** 

 (0.0302) (0.0296) (0.0301) (0.0300) 

Lsdebt -0.0000343 -0.0000829 0.00000552 -0.00000139 

 (0.000915) (0.000907) (0.000911) (0.000913) 

Accounts 0.328** 0.362** 0.302* 0.340** 

 (0.166) (0.164) (0.166) (0.165) 

Stock -0.370*** -0.305*** -0.378*** -0.348*** 

 (0.107) (0.105) (0.106) (0.106) 

Size 0.193*** 0.137** 0.194*** 0.180*** 

 (0.0615) (0.0601) (0.0620) (0.0606) 

LevMU2  -2.153***   

  (0.156)   

LevMU3   -0.300***  

   (0.0207)  

LevMU4    0.0403 

    (0.0318) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 73104 73104 73104 73104 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table7 : Robustness test 

 

The table uses GMM and the dependent variables with a lag of three periods. The results are still stable. When 

including lagged terms of tobinq, the coefficient estimation of capital structure are all positive significant at 1% 
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level. All the interactive terms between capital structure and economuc uncertainty are negative significant at 1% 

level, suggesting that economic uncertainty will weaken the effect of capital structure on investment opportunity.  
 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

LevMU1 -0.355***    

 (0.0208)    

MB -0.741*** -0.651*** -0.749*** -0.736*** 

 (0.00676) (0.00701) (0.00677) (0.00676) 

Lsdebt 0.00257*** 0.00220*** 0.00256*** 0.00269*** 

 (0.000811) (0.000806) (0.000809) (0.000812) 

Accounts 1.289*** 1.261*** 1.271*** 1.303*** 

 (0.0921) (0.0915) (0.0920) (0.0922) 

Stock 0.0314 0.00776 0.0515 0.0134 

 (0.0445) (0.0443) (0.0445) (0.0446) 

Size -0.213*** -0.251*** -0.230*** -0.186*** 

 (0.00657) (0.00611) (0.00656) (0.00640) 

Lev 0.257*** 0.911*** 0.304*** 0.0946*** 

 (0.002) (0.0044) (0.003) (0.008) 

LevMU2  -6.976***   

  (0.173)   

LevMU3   -0.340***  

   (0.0152)  

LevMU4    -0.187*** 

    (0.0186) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 85088 85088 85088 85088 

r2 0.178 0.188 0.180 0.176 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table8：Robustness test 

 

After using two-stage least squares method with using capital structure one period lag and economic uncertainty 

as instrumental variables, the results are still stable. After conduction IV regression using the lagged terms of 

capital structure, all the interactive terms between capital structure and economuc uncertainty are negative 

significant at 1% level. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

strongAfter 0.225***    

 (0.0491)    

After 0.224***    

 (0.0736)    

MB -0.858*** -0.831*** -0.859*** -0.924*** 

 (0.0607) (0.0679) (0.0624) (0.0633) 

Lsdebt 0.00652*** 0.00688*** 0.00633*** 0.00437 
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 (0.00218) (0.00255) (0.00208) (0.00301) 

Accounts 0.625*** 0.488* 0.465* 0.366 

 (0.238) (0.252) (0.266) (0.244) 

Stock -0.0382 0.109 0.0530 -0.124 

 (0.110) (0.114) (0.113) (0.138) 

Size -0.238*** -0.175*** -0.194*** -0.166*** 

 (0.0315) (0.0247) (0.0269) (0.0244) 

Lev 0.792*** 1.365*** 0.879*** 1.092*** 

 (0.007) (0.009) (0.008) (0.006) 

strong1After  0.319***   

  (0.0721)   

strong2After   0.457***  

   (0.0833)  

strong3After    0.239*** 

    (0.0527) 

_cons 8.071*** 7.050*** 7.255*** 6.839*** 

 (0.636) (0.524) (0.561) (0.523) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 34788 33736 32842 34401 

r2 0.349 0.358 0.352 0.359 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table9a: Robustness test 

 

By changing capital structure variables into virtual variables of capital structure, when strong is 1, the capital 

structure is relatively high. Meanwhile, when strong is 0, the capital structure is relatively low. The results are still 

stable. (after is a variable of financial crisis. During the financial crisis, After =0. after the financial crisis, 

After=1.). All the interactive terms between strong and after are positive significant at 1% level, suggesting that 

after financial crisis, the firs with high capital structure will have more investment opportunities since after the 

financial crisis, the economic uncertainty is lower. 

 

 (1) 

 Wroa 

Lev -0.0525*** 

 (0.00265) 

MB -0.00877*** 

 (0.000698) 

Lsdebt 0.000126*** 

 (0.0000376) 

Accounts 0.0224*** 

 (0.00422) 

Stock 0.00794*** 

 (0.00172) 

Size 0.00728*** 

 (0.000465) 

_cons -0.108*** 
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 (0.00955) 

Year fixed effects Yes 

Firm fixed effects Yes 

N 85545 

r2 0.161 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 
Table10: Verification of validity of mediation mechanism 

 

This is the first stage of the mediation mechanism, which shows that capital structure has a significantly negative 

impact on performance Roa. Coefficient estimate of ROA is negative significant, demonstrating that capital 

structure could negatively affect ROA . 

 

 (1) 

 GFin 

Lev -0.328*** 

 (0.00895) 

MB -0.0287*** 

 (0.00204) 

Lsdebt 0.000259 

 (0.000187) 

Accounts 0.0924*** 

 (0.0175) 

Stock 0.0645*** 

 (0.00816) 

Size 0.0364*** 

 (0.00150) 

_cons -0.465*** 

 (0.0316) 

Year fixed effects Yes 

Firm fixed effects Yes 

N 85442 

r2 0.292 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table 10b : Verification of validity of mediation mechanism 

 

This is the first step that financing constraint intermediary mechanism, which represent capital structure has a 

significantly negative impact to financing constraints. Coefficient estimate of Financial constraint is negative 

significant, demonstrating that capital structure could negatively affect financial constraint . 
 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.345*** 0.637*** 0.365*** 0.135*** 

 (0.002) (0.005) (0.003) (0.001) 

LevMU1 -0.654***    

 (0.160)    

Wroa 4.343*** 6.413*** 4.041*** 5.147*** 

 (1.552) (1.698) (1.568) (1.564) 

WroaMU1 0.384 -2.003 0.822 -0.672 
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 (1.807) (2.055) (1.851) (1.807) 

MB -0.789*** -0.736*** -0.793*** -0.790*** 

 (0.0530) (0.0519) (0.0527) (0.0534) 

Lsdebt 0.00567*** 0.00555*** 0.00570*** 0.00574*** 

 (0.00180) (0.00179) (0.00181) (0.00180) 

Accounts 0.179 0.213 0.154 0.215 

 (0.213) (0.216) (0.213) (0.214) 

Stock -0.179* -0.189** -0.174* -0.178* 

 (0.0934) (0.0925) (0.0933) (0.0939) 

Size -0.283*** -0.288*** -0.288*** -0.269*** 

 (0.0268) (0.0294) (0.0256) (0.0276) 

LevMU2  -6.573***   

  (1.445)   

LevMU3   -0.556***  

   (0.100)  

LevMU4    -0.432*** 

    (0.159) 

_cons 8.829*** 8.951*** 8.944*** 8.560*** 

 (0.570) (0.634) (0.546) (0.586) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 85545 85545 85545 85545 

r2 0.364 0.366 0.366 0.361 

Standard errors clustered at firm level and year level are in parentheses, and * p<0.1, **p<0.05, *** p<0.01 

Table 11a：Verification of validity of mediation mechanism 

 

This is the second step of performance intermediary mechanism, which shows that Wroa itself is still significant 
after using Wroa and capital structure at the same time. Therefore, performance is an effective mediation 

mechanism. The coefficient estimation of capital structure are all positive significant at 1% level. All the 

interactive terms between capital structure and economic uncertainty are negative significant at 1% level, 

suggesting that economic uncertainty will weaken the effect of capital structure on investment opportunity.  The 

coefficient estimate of RoA all of positive significant, and at the same time, the interaction terms of ROA and 

economic uncertainty are not significant, denoting ROA is a positive mechanism for the capital structure and this 

mechanism is not fluctuating along with the economic uncertainty. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.0840 0.386 0.00530 0.284 

 (0.0008) (0.003) (0.00005) (0.002) 

LevMU1 -0.366**    

 (0.177)    

GFin 1.000*** 1.280*** 0.817** 1.274*** 

 (0.386) (0.413) (0.379) (0.391) 

GFinMU1 -0.877*** -1.190*** -0.663** -1.201*** 

 (0.322) (0.401) (0.330) (0.323) 

MB -0.821*** -0.771*** -0.824*** -0.820*** 

 (0.0535) (0.0528) (0.0533) (0.0536) 
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Lsdebt 0.00604*** 0.00575*** 0.00607*** 0.00607*** 

 (0.00182) (0.00180) (0.00182) (0.00182) 

Accounts 0.262 0.251 0.243 0.282 

 (0.211) (0.212) (0.211) (0.211) 

Stock -0.138 -0.153* -0.137 -0.132 

 (0.0934) (0.0925) (0.0932) (0.0939) 

Size -0.251*** -0.271*** -0.257*** -0.242*** 

 (0.0260) (0.0266) (0.0248) (0.0264) 

LevMU2  -5.650***   

  (1.427)   

LevMU3   -0.372***  

   (0.109)  

LevMU4    -0.157 

    (0.172) 

_cons 8.296*** 8.692*** 8.414*** 8.107*** 

 (0.566) (0.589) (0.541) (0.575) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 85442 85442 85442 85442 

r2 0.357 0.362 0.359 0.356 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table 11b : Verification of validity of mediation mechanism 

 

This is the second step of Financing constraint pg intermediary mechanism. The table shows that after financing 

constraints itself controlling the capital structure, it is still significant, which means that financing constraints is a 

effective mediation mechanism.The coefficient estimation of capital structure are all positive significant at 1% 

level. All the interactive terms between capital structure and economic uncertainty are negative significant at 1% 

level, suggesting that economic uncertainty will weaken the effect of capital structure on investment opportunity.  

The coefficent estimate of financial constraints all of positive significant, and at the same time, the interaction 

terms of financial constraint and economic uncertainty are all negative significant, denoting financial constraint is 

a positive mechanism. For the capital structure. 
 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.709*** 0.245*** 0.663*** 0.806*** 

 (0.006) (0.002) (0.0062) (0.0078) 

LevMU1 -0.169    

 (0.170)    

MB -0.609*** -0.573*** -0.612*** -0.607*** 

 (0.0410) (0.0400) (0.0412) (0.0411) 

Lsdebt 0.00103 0.000785 0.00101 0.00108 

 (0.00158) (0.00160) (0.00158) (0.00158) 

Accounts 0.419** 0.403* 0.408** 0.434** 

 (0.208) (0.210) (0.208) (0.208) 

Stock 0.210** 0.208** 0.213** 0.206** 

 (0.104) (0.105) (0.104) (0.104) 

Size -0.109*** -0.127*** -0.113*** -0.104*** 
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 (0.0231) (0.0215) (0.0226) (0.0230) 

LevMU2  -4.468***   

  (1.010)   

LevMU3   -0.176  

   (0.109)  

LevMU4    -0.0721 

    (0.163) 

_cons 4.990*** 5.383*** 5.060*** 4.884*** 

 (0.498) (0.473) (0.491) (0.497) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 40823 40823 40823 40823 

r2 0.384 0.391 0.385 0.383 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table 12：Results of regression of state-owned enterprises 

 

The regression of sub-samples of state-owned enterprises shows that the results are non-significant, so 

state-owned enterprises are not sensitive to economic uncertainty.Using the sub-sample of state owned firms the 
coefficient estimation of capital structure are all positive significant at 1% level. All the interactive terms between 

capital structure and economic uncertainty are negative significant at 1% level, suggesting that economic 

uncertainty will weaken the effect of capital structure on investment opportunity, suggesting that for the state 

owned firms, the economic uncertainty will still reduce the effects of capital on investment opportunities. 

 

 (1) (2) (3) (4) 

 Wtobinqa Wtobinqa Wtobinqa Wtobinqa 

Lev 0.629*** 0.774*** 0.662*** 0.394*** 

 (0.006) (0.0064) (0.006) (0.003) 

LevMU1 -0.746***    

 (0.209)    

MB -1.211*** -1.166*** -1.214*** -1.217*** 

 (0.0913) (0.0938) (0.0901) (0.0920) 

Lsdebt 0.0115*** 0.0119*** 0.0114*** 0.0118*** 

 (0.00356) (0.00354) (0.00354) (0.00363) 

Accounts -0.00545 0.0807 -0.0469 0.0461 

 (0.301) (0.304) (0.299) (0.302) 

Stock -0.0677 -0.101 -0.0476 -0.0773 

 (0.140) (0.138) (0.140) (0.141) 

Size -0.343*** -0.326*** -0.356*** -0.320*** 

 (0.0414) (0.0450) (0.0387) (0.0425) 

LevMU2  -6.251***   

  (1.809)   

LevMU3   -0.647***  

   (0.136)  

LevMU4    -0.494** 

    (0.203) 

_cons 10.52*** 10.18*** 10.79*** 10.04*** 
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 (0.867) (0.961) (0.813) (0.892) 

Year fixed effects Yes Yes Yes Yes 

Firm fixed effects Yes Yes Yes Yes 

N 41978 41978 41978 41978 

r2 0.350 0.349 0.353 0.347 

Standard errors clustered at firm level and year level are in parentheses, and  * p<0.1, **p<0.05, *** p<0.01 

Table 13 Results of regression of non-state-owned enterprises 

 

The regression of sub-samples of non-state-owned 

enterprises shows the significant of the results. 

Moreover, it is the same as the table4, so 

non-state-owned enterprises are sensitive to economic 

uncertainty. Using the sub-sample of non state owned 

firms, the coefficient estimation of capital structure are 

all positive significant at 1% level. All the interactive 
terms between capital structure and economic 

uncertainty are negative significant at 1% level, 

suggesting that economic uncertainty will weaken the 

effect of capital structure on investment opportunity., 

suggesting that for the non state owned firms, the 

economic uncertainty will still reduce the effects of 

capital on investment opportunities. 

 

V. CONCLUSION 

 

There are several conclusions can be drawn from the 
analysis above. Firstly, rising economic uncertainty 

will reduce the role of capital structure in promoting 

investment opportunities. Secondly, non-state-owned 

enterprises are more sensitive to economic uncertainty 

rather than state-owned enterprises. 
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