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Abstract: The Evolution theory of financial systems as a first line problem in theories on modem
finance, becomes a hot topic in the recent finance theory research. Based on the explanation of financial
systems from the perspective of law and investor protection, the political economics can explain why
countries with the same law origin have changed financial structures or the development of financial sy stems
sometimes reversed. It’ s incomplete to explain the evolution of financial systems only from the perspective
of law, while political economics, from the perspective of the political influences on financial systems, can
better explain the weakness of the theories of law and finance. The article analyzes how political factors
influence the evolution of the financial systems and the formation of corporate capital structure. It also
points out the limits of the explanation.
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