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The Threshold Effect between Corporate Debt Maturity
Structure and the Cash Flows

Feng Lin Huang Xiaoying

( School of Economics, Central University of Finance and Economics, Beijing 100081, China )

[ Abstract ] Based on the micro-enterprise data, the paper investigates the influence of macroeconomic

fluctuations to the relation between corporate debt maturity structure and the cash flows by building the panel

threshold regression model. Furthermore, the paper reveals the nonlinear relations between corporate debt

maturity structure and the cash flows. There are two keys of the finding. Firstly, the relation between enterprise

debt maturity structure and the cash flows presents a nonlinear relationship on account of the debt interest. The

main characteristic of the nonlinear relations is the double threshold effect of the cash flows on corporate debt

maturity structure. When the debt interest is at a lower level, enterprises tend to choose the short-term debt;

otherwise, enterprises tend to choose the long-term debt. Secondly, macroeconomic fluctuations influence the

sensitivity between corporate debt maturity structure and the cash flows. The enterprise is not willing to make

debt financing because of the economic depression, so the sensitivity of the free cash flows and debt maturity

structure presents a certain degree of declining. Finally the paper puts forward the corresponding countermeasure

suggestions, for example, increasing the utilization rate of the free cash flows, improving the multi-level capital

market construction and reducing the leverage financing.

[ Key words ] debt maturity structure; the free cash flows; threshold effect; enterprise scale; reform of the

supply side; financial ecological environment
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