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Peer Effects and Capital Structure Decision of Chinese Firms

Evidence from Chinese A-Share Listed Firms in Shanghai and Shenzhen
Mao Ning,Xu Meng (Nanjing University )

Abstract It is particularly important to discuss the reasons for the current financial high leverage and
its performance in different sectors so as to prevent and mitigate systemic financial risks. In order to strip the
external impact of Sino-US trade friction, this paper selects the A-share non-financial listed companies in
Shanghai and Shenzhen as the objects of analysis. Based on two different definitions of peer group with re-
gard to industry and region, the study constructs a Linear-in-Means model and Spatial Durbin model, respec-
tively, to verify the existence of peer effects in the decision-making of China's corporate capital structure and
analyze the path of peer effects. The results show that there exist significant industry and regional peer ef-
fects in the capital structure decisions of listed companies in China, but the influence of industry peers is
greater, indicating that the information transmitted by industry peers is of greater value to enterprises. The
path of peer effects among listed companies is imitation and learning on the basis of industry competition.
The paper provides a theoretical basis for the government departments to steadily promote the structural dele-
veraging and to carry out management and control of corporate debt-raising activities.

Key words A-share listed companies; peer effect; capital structure; industry peer effect; regional peer

effect; spatial matrix
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