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A Study on the Determinant of Capital Structure of

Chinese Shipbuilding Industry
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Abstract

Since 2008, China's shipping industry has been in a slump, with shipbuilding orders falling
sharply, and high-growth excess capacity has become increasingly apparent, leaving many firms
with sharply reduced orders at risk of bankruptcy and shutdown. To ensure the development of
the shipbuilding industry and enhance the international competitiveness of the shipbuilding industry,
it is necessary to analyze the present situation of the shipbuilding industry and the financial sit-
uation of the shipbuilding enterprises. And analyzing the problems faced by enterprises from the
perspective of capital structure is very meaningful to the shipbuilders with high capital operation.

We are trying to analyze the determinants of capital structure of China's shipbuilding listed
companies, 30 listed Chinese shipbuilding and listed companies have been designated as sample
companies that can obtain financial statements for 13 consecutive years, They also divided 30 sam-
ple companies into shipbuilding, shipbuilding-related manufacturing, and shipbuilding-related
transportation. Dependent variable is the debt level of the year, independent variable includes the
debt level of the previous year, fixed asset ratio, profitability ratio, depreciation cost ratio and asset
size. The regression model of the panel used to analyze determinants is capital structure,

The results of the empirical analysis are as follows.

First, a fixed-effect model for the entire entity showed that the debt-to-equity ratio and the size
of the asset in the previous period had a positive effect on the debt-to-equity ratio in the current
period. Second, the impact of the profitability ratio on the debt level in the prior term also sup-
ports the capital procurement ranking theory rather than the static counter-conflict theory, Third, it
was shown that the ratio of the depreciation of the prior term, which replaces the non-liability tax
effect, affects the debt-to-equity ratio in the current period.

Key words: Chinese shipbuilding enterprises, capital structure, panel regression
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