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Financial Flexibility Product Market Competition and Capital Structure
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Abstract: This paper uses the A shares of listed companies for the period 2001-2014 to estimate and compare the value of finan—
cial flexibility. We use three different measures of product market competition predation risk, HHI and the number of listed compa—
nies then we analyzes the effect of financial flexibility and product market competition on capital structure of Chinese listed compa—
nies. The conclusions show that, ceteris paribus, the capital structure negatively related to the value of financial flexibility. Subjected
to the supervision of CSRC, except for predation risk shows no significant effect on market leverage other results show that the lever—
age of listed companies increase with the strength of product market competition the effect of the value of financial flexibility on the
capital structure is weakened by product market competition.
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