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( SR KZ 45 B ) 76 48 7] £ 4= X 8] 49 2948, W Z 4 ok 19
ARG AR

KZig B it AN

KZ = - 1. 002Flo + 0. 283Tob + 3. 139Deb —

39. 368Div - 1. 315Cas (10)

HH, Div Ay B A3 R AR AR, F T B & BRAE
B EFE ) E,

R 6 ok BE 24 SR B B A KO B 3h 25 R R
R B R B Ol

Cas;, = (1-A)Cas,,_, + 8,Cas, ,_, ~Iem,,_, +
«Cas;, \ “lem;, , *Div, , ,/KZ;, , + @ dcm;,  +
15“{;.i’".'.a—l"{Kz;,x-l 2 ABin,z—l +7??,: (11)
ﬁ:q] ,34 WKLy 7Fu TR%J{E'H'ﬁﬁ :ﬂ?,x j‘]%%lﬁc

4 SLIEARER
4.1 WRER T
RIHHTRMW AR ITER, HE1TH,
AR Al B B4 5 A K OF 3 fH 40,162, 3% B 1 %
BETHMEXLTRAGE TSR, BEHEEKT
1y f5e K 3% 200, 981, {8 £ /INE #) 70. 0003, % 8 R [H
S AERAEKTFEERRES. FALLH 5
HTHPER0.243, B K{ERFO0.971, AWM B & i &
¥I{E 40,037, H RAEA) H0.873, N EH LA, A &
WHEHNAEREEHEERENTER, THRTFE
FHANBEM SRS R L E EFXAER,
1 1 P4 AR 5 A olk 22 18 5% 4 Y O 30 2 R T N RR B A
mipEERAERNRIEER.
4.2 HRED R
245 178 B ¥ Pearson 1 Spearman tf 5 5= BURE 1 45

RIECENERUERHESR
Table 1 Resutls for Descriptive Statistics of Variables

#fE PRiEE

P BokfE

F/ME 1 B ;3 UL

Cas 0.162
Siz 22.575
0.043
Flo 0. 037
Tob 1.778
Inv 0.243
Lev 0.514
Roa 0.028

0.131
1. 600
0. 067
0. 161
2.784
0. 192
0.213
0.549

0.125
22.372
0.049
0. 041
1. 560
0. 198
0.523
0.030

Tan

0.981
29. 039
0. 642
0.873
3.827
0.971
0. 895
1.449

0. 0003
13. 076
0. 005
-3.224
0. 007

0. 0001
0.010
-1.988

1. 750
0.524

- 8.808
—-42.952
13716
0. 865

- 0.037
- 85.058

6. 930
3.932
32. 476
39.399
28. 450
3. 130
2.449
89.230

8 056
8 056
8 056
8 056
8 056
8 056
8 056
8 056

®2 HXRY
Table 2 Correlation Coefficients

ar & Cas Aps Siz Tan

Flo Tob Inv Lev Roa

Cas 1
-0.022*" 1 0. 008
0. 006 1
0.034"** 0.004 1
Flo -0.0417"" 0.012 0. 060 ***
Tob 0.127*** 0.002
Iny -0.114*** -0.016"
Lev -0.339""" 0.026""
0.046*** -0.001

Aps
Siz -0.150°""
-0.369°""

Tan

0.027"*"
0.400°** 0.013

Roa 0.037*** -0.019"°

-0.031""" -0.154""* - 0.375"""
0.034°""
-0.047°""

0.158 """
-0.412""* -0.063""*
0.235*"

-0.089""" 0.266™" -0.077""* -0.333*"*
0.002 0.0004 -0.022"° 0.028°" -0.012
0.034™"" -0.629""" 0.0004 0.425"""  0.061"""
0.311"" -0.026™  0.442""" -0.048""" - 0.109"""
1 0.063*** 0.281""" -0.101""" 0.388""

-0.060"" 1 -0.190"** -=0.227** - 0.212***
0.245***  0.012 1 -0.068"""  0.173***

-0.177"* -0.613"* -0.118™* 1 -0.418""
0.019° 0.287** 0.014** -0.031""* 1

0.329**

A AL LA MBS Speaman AA R R A A E T HF R A Peason AR R4 A E1%KRF ERF,*H£5%

KFLEX “HEIORAFLEF TH.
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K HERAKESCVHE BER™SH. 84
W A FALGHWY BERML, MR
KHMEREBEER™ S, RECHN-0.369; M A& A
KEPERFENESARE =R ERLBEEMR, MRXER
BB K AEH0. 127, [F] B, M\ Spearman ] 3¢ R HU 5 36 25
RE NBEATHRBHEESALBAEKLNEE
fARX. EMEREZEMMHEXENEEE LR E R
KT BEMXFZHRLHRTERET NN E
EILEITMED . A, AMEETETRZAR
e 2 B,
43 BROPXSRERLAN

FH MBS R A KPR sh A MRS AE R M
it E R, AL RBRARRT LEMITHEH,
AR(1) AR(2) VA Fe %f i 1y p {B 7% B W7 LA 5 32 #8 3 31 5
Fl M 56 B4 JR {82 3% , Sargan L Je %ot 17 144 p 8 7€ B 466 FH A9
TABREEN. ZEUERI GBS REH, &
HRHJATHRE LEMBTEEA R HR3ITH,
FE2FMB AR LB PR R W HBFFTAEA,
Ja VA B & #5 A K F # ff 3 R BN 0.501, 76 1% K F
tRE HMABHASHAKTFWHEMELE N
0.499, 3 L7 iy i 2 24 B 81 R 1. 003 4F ; 553 5] 9 £ 38 45
R AR, WEIHAEFE KN
it R BN0.615, FE1%KF L REF, #MABHAE
T K7 1Y 3 25 98 % B 5 0.385, R B Y 1 2
BION1.4264F ;5045 B4 50 25 R DL 38 £ A i &
s oll F0 7 Aok B R AR &L S 1L 4
BHAKFERME T RBON0.522, 1% K ¥ | B F, i
1M 5 tH PR 4 75 A5 K 89 3 25 R 9 3R B R 0,478, Xt i
B VR B TR B R 1.066 4F . M b 3R 45 R AR A R A R
Mg, EANR AT AERSR
IR B B 75 R B TR PR T a7 A ol B & FR R KR Y
A VAN B X R ARk R R, H, B R R
HiE

RAGHEBECWEAMNTEELTHRENSE
X EFFA KRS AL mA SR,

B UEFERAMRNE, BB Edidk2E
Bt IR F £ b 46 P % B4 R A K F 9 3 A R R AT R Y
T, BERANEINNATE, W E IS REE KN
R BCH0.521, 1% K F LB E ;BB &
AHAKFH B Aol 2 MR T 4 lk 58 7 38 555 84 4
HERERBH-0.545, 1% K P LBE. Bt ,HERFE
7K - B9 B0 75 8 8 3 BE 4 0. 479 +0. 545Gro, ,_, , % 7 B

5 log 0.500 "
BERAR log(0. 521 - 0. 545Gro, , )" b Emaerl
o, BT RS R T A EL & A KR
MEISEETAEEERE W, S LTl E T4
R = i i <18 2 1 o 0 Ve = G o o s
BUR R IR, Wit Bl &3 B K F 3R E, F 8
MERFAKERREFEFY, H FREBHEIE.

RIAERXAKENDTSABEINRBVER
Table 3 Test Results for Dynamic
Adjustment Model of Cash Holding Level

Cas;
23 45 Py
' M ST Al AR
R E A
0.501***  0.615**  0.522°*
Ca‘ss -1
' (14.732)  (16.241)  (21.135)
siz 0. 006 -0.013** -0.012***
e (1.264) (-2.149) (-2.630)
-0.241*** -0.228 -0.216"
Tan, ,_,
. (-9.755) (-1.597) (-2.122)
0.168""  0.232"""  0.128"""
Flo,,
(3.414)  (7.133)  (3.731)
~ 0. 0004 0. 001 0. 001
TObi =1
. (-0.477)  (1.220)  (1.365)
=00205% =), {91 = 1R
Inv;
(-5.581) (-6.282) (-4.535)
T -0.197***  -0.005 -0.027
e (-6.084) (-0.206) (-1.120)
-0.001  0.026*** 0.017"**
Roa,,
(-0.820) (9.573)  (4.141)
0.088"**  0.407***  0.395"""
g ]
WP (3.532)  (2.639)  (3.478)
pURLITIED 8 056 9 696 17 752
AR(1) ~11.489  -8.252  -12.006
AR(1) ¥ p 0 0 0
AR(2) 0. 685 ~1.083 —1.044
AR(2) Wi p 0. 493 0.279 0.297
Sargan 30.573 28. 344 25.343
Sargan W) p {H 0.172 0.207 0.438
Y ke 0. 499 0.385 0.478
T o 1.003 1.426 1.066

A HARLAARALLEREISEZF HTH
HAEH L, TR AT RFFECEN,

oY, LR E AR 4l R B 5T RE A, K T8 4R A
WEEAT GRS EE KNS SRBT
HEE ., ARINESHAH, HEIHASFAK
i R EM0.361, TE1%KF B E 1M
ERHAKFENBREAT U EUEZTETNMEITR
HoA-0.044, £ 1%KF F BE . Hitk, e A KT
1) 2h 45 I8 9 3 BE 0. 639 +0. 044Aps, ,_, , X 57 G A 2 2

log 0. 500 .
Jﬁgﬁ}]lug(ﬂ..’iﬁl—().044Aps;_,_,)n i bk 2 H7 5T 4,
PAER B A T S R R M B & B A KO I B S T R
TREREZW, P EE AT A S, 5 8RR
RAEVESFREMEERESFE KL FERSE
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Table 4 Impacts of Business Group

and Internal Capital Market Efficiency on
the Dynamic Adjustment of Cash Holding Level

Cas, ,
'S8
EE S B AL Al
- 0.503**" 0.521*** 0.407**" 0.361 "
Al (17.220) (19.884) (10.233) (9.481)
-0.074"**-0. 068"*"
Gro,
’ (-9.533)(-9.342)
Cas;yy —-0.545°""
Gro, ,_, (-12.490)
-0.119**"-0. 109"**
Apsi,x-l
(- 8.557)(—8.484)
Cas; oy * -0.044 """
Aps; (-3.112)
0.202°°* 0.190*** 0.016** 0.107***
HHOR
(3.010) (2.890) (2.019) (2.523)
TR {EL 17752 17752 8056 8 056
AR(1) -10.994 - 11.005 -8.994 -38.973
AR(1) HypfH 0 0 0 0
AR(2) 1. 670 1.682  0.240  0.259
AR(2) WypfH 0.121 0.093 0.792  0.796
Sargan 32.649 32.427 36.573 36.777
Sarganf¥jpfH 1.404 0.157 0.109 0.124

E:h LA BER TS ALRE LTS K
FE FAGHAT SRKAFHERTHE BRAAEAL
PR, R THRLER, TR,

F¢ A AKCF 8 52 4, H,, 18 B 56 .

RSEHMUBRA XA RMBHOBMTE LRI NE
HAKFR S S WMBERwifhih s R, o, Em B
Py BE A 8 955, T T 24 A BE A H 8 797, i RS
AL, 2D R S A e B g 2 e, ZE SR 3 1 3k
MEARAMBFEARD, WHE 1N EFFAH KM
FHON0.330, 7E1% K ¥ EBE B 1B E A K
FENBEATSFEECETAMEITREN
-0.036,#5%KF L B & iR 1 A S FAHKF.
NIBFEAT HFEE ST AR =% 2501
REH-0.008, HARE. i, MEFFE KEHNB
25 9B 88 3 E R 0. 670 + 0.036 fem,,_, , %F B B 98 %5 2 F

log 0. 500
wH log(0.330 - 0. 036 Iem,,_, )~
EHRSTIMBEARAMOEERS, B F 1AL FF
AT W RBN0.388, E19% K F LB HE1
B & 156 K5 98 98 4 T 3 77 76 14 32 5 00 0 A

+ 0.010fem,,_, + Div,,_,,

RS ABALXHBAMAOR
HAEHBKINNTABORN:

ARAZTERNEMIAR
Table 5 Impacts of Internal Capital Markets and
Financing Constraints on the Dynamic Adjustment
of Cash Holding Level ; Dividend Payment Rate
as a Measure of Financing Constraints

Cas,;,
A
JERE LR 4 A HH
s 0.361°** 0.330*** 0.364*** 0.388***

et (9.191) (9.240) (8.483) (10.970)
P ~0.097***~0. 105***~0. 119***~0. 103***

et (~8.424)(~10. 665 )(-6.910)(~10. 064)
- 0.001  0.0001 0.0002 - 0.001

w,;,

i (0.511) (0.074) (0.121) (- 0.085)
Cas; 10 G0, PGPS ), TR DL DA
Iem, ., (= 2.840)(-2.442)(- 2.354)(- 2. 629)
Gy - 0.008 ~0.010°*
Iemy - Div; (-0.422) (-6.401)

176 b GGl | ol R
e (1.893) (= 1.759) (2.245) (2.120)
SR 8955 8955 8797 8797
AR(1) -6.164 —-6.052 -7.458 —8.228
AR(1) H p 0 0 0 0
AR(2) 0.596  0.503 -0.240 -0.190
AR(2) BopfH 0.551  0.615 0.811  0.849
Sargan 27.097 40.420 32.366 44.807
Sargan 1 p i 0.513 0.452 0. 260 0.277

RPN -0.035,FE1%KF LR E: W1 EH
AR ABTEATHHFEESHMRAR=ZFXE
T R -0.010, FE1%KF ERF, B,
W& F5H KT i1 3h 4 8 % 3 E 80,612+ 0. 035 Iem, .,
XORL R IR Bk B A
log 0. 500
log(0. 388 — 0. 035 Iem, ,_, — 0. 010 Iem, ,_, * Div, ;)"
FROHHUKZBRUENMAEARNAE A
KFH BB RELMEMGTTER, Kb, EREAR
ZFEA O 8 885, il BT 29 o A BE A O 8 867, th % 6 A
M, 4 LAKZAE B B s 2 et A3 dE R A
HAMBEARS WEIHAEFEKEHMETREHR

0.243, 1% K FLEBE M UARAEHAKTFEN

B YT AT 4 47 M 32 B A il T R B -0.011, {H
AREWEIMASHFAEKTE ABELANTHELE
5 Rl U 2 R = 22 BLIAY Al 1 & Bk -0..0002, 4
ARE-HME AEHFAKFMHABERE N
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Table 6 Impacts of Internal Capital Markets and
Financing Constraints on the Dynamic Adjustment
of Cash Holding Level : KZ Index
as a Measure of Financing Constraints

C‘“x.:
A5 i
Jemh BT LR RlgE 2 R4
Cas 0.276°*" 0.243*** 0.388"** 0.424**"
R (8.073) (7.971) (9.030) (10.742)
- —0. 073"**=0. 083"**=0. 145**"=0, 128"
bt (-8.950)(~12. 741)(-8. 177) (-8.751)
%7 —0.0001 — 0.0003* 0.0001 0.0001
bt (- 0.401)(=1.735) (0.932) (0.190)
Cas; ., + -0.033* -0.011 — 0,045~ 0. 036 **
Iem, ., (- 2.324)(-0.539)(- 2. 887 )(- 2. 485)
Cas; ., * - 0. 0002 -0.010*""
Iem,,.,*KZ; (- 0.744) (-3.506)
-0.113* =0.111° 0.143* 0.191°°
HHOm

(- 1.870)(-1.759) (1.988) (2.044)

TR 8885 8885 8867 8867
AR(1) —4.602 -5.083 -7.045 -6.983

AR(1) Wy p (& 0 0 0 0
AR(2) 0.831 0.535 -0.248 -0.237
AR(2) Bypfi 0.406 0.593 0.805 0.813
Sargan 36.360 47.036 27.272  42.441
Sarganffpf 0.134  0.207  0.504  0.366

0.757,, X% B f¥ ¥4 % 2 J& # 25 0. 490,
ERSTMEARAMEAS WEIHA ST
BARCE BT R BN0.424, FE1%KF |+ BE #E 1
BB & 8 A K5 P98 BT A T 9 47 78 1 3 BT A9 il
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T R B -0.010, FE1%KF B . Hit, 8
ERFAKENHEEEBE HF0.576 + 0.036 fem,,_, +
0.010fem,,, - KZ,,,, X 0 B9 ¥ % 2 B 8 K
log 0. 500
log(0.424 - 0. 036 fem,,_, — 0.010 fem,,_, KZ,, ;) :
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Table 7 Re-testing Impacts of Internal Capital Markets and Financing Constraints

Cas[..!
A LREA RIFTER IR AT 4 AN RATHH
(1) (2) (3) (4) (5) (6)
e 0.360°*" 0.294*** 0.355*** 0.364*"* 0.261** 0.273***
e (9.212) (8.271) (9.014) (9.252) (8.049) (8.186)
- 0. 0001 0. 001 -0.011"
v, ,
at (0.040) (0.177) (- 1.935)
Cas,.., Din, | -0.032 - 0. 005 - 0.040
. (-2.113) (-0.384) (-3.719)
Xz - 0. 004 - 0.001 ~0.036*"
e (-1.291) (- 0.460) (- 6.405)
Cas,... KZ,,. ~0.015 - 0.020 -0.027
: : (=-0.723) (- 1.086) (-2.127)
lIem, , , * Div; , , 0. 057
’ ’ (2.184)
fcm, =1 .KZK -1 O- 105
' ' (4.701)
. -0.421°  0.705""" 0.083 """ 0.057*"* 0.601*" 0.317*"*
(- 1.945)  (5.450) (3.677) (2.792) (2.081) (4.038)
TR 17 752 17 752 9 696 9 696 8 056 8 056
% B 0. 509 0. 581 0. 427 0. 502 0. 627 0. 662
LR 289.250*°"  299.067***  247.461*** 259.709***  341.455°"° 347.064***

B4 5 4 K - 0 3 75 3 S R K 0.72740. 027KZ, .,

. " log 0.500
HE GRS RIS it
Bk , P9 E BT A T 3 X 3% b OE 20 R B0 SR IR R A
WHRERAKIFHDSHETHE BF N RRME
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W0 B A B B, X K R 0 1 B AR BL R A K OF R
R,

SREHRENREERE
51 REHERR
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Table 8 Endogenous Test Results

Gro; ,_, Cas, , Cas,,
IS
FIME H2HE HE2HhE
3 0.491""" 0.502°""
Cas,; .,
’ (14.371)  (14.770)
-0.107**"* -0.013""
Apsy
(-8.273) (-2.219)
0. 464 "
Imr
(4.164)
Pol 0. 081
(3.630)
-0,201*  0.075"" 0. 069 *""
H O
(-2.171) (4.012) (3.913)
FURILEIED 17 752 8 056 8 056
Waid-Xz 16.273***  20.517°""  31.041*"
FH1BEFHE 15.320
Hausman & 5& 40.425***

L HBR, AR BEIWBIEBKETERERN
HAETEASEARATSN T ATE, X4 B R
(Pol) EREBYM B H AN, HWEHF A BB WER
W ECLEANSRASWHAERK (HTTH) BN
BRI & AT B9 KAl SR P B S0 Ok T ol 4R A
HEHWRAMCIWEMBR (ET) FHTEZHGAH
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RICERUERESR
Table 9 Robustness Test Results

Cas!-’(
AF i RErtmin(l) BEkeE2) fafd iR (3)
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AR(2) M pfH 0. 477 0. 491 0. 369 0.272 0.474 0.374
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Internal Capital Markets, Financing Constraints
and Dynamic Adjustment of Cash Holding Level

CUI Zhixia'* ,MENG Xiangrui'
1 School of Economics and Management, Anhui University of Science and Technology, Huainan 232001, China
2 School of Accounting, Hebei Univeristy of Economics and Business, Shijiazhuang 050061, China

Abstract ; Cash is the same as blood to maintain the healthy operation of companies. Based on trade-off theory and agency theory,
firms may increase cash holdings to improve financial flexibility, capture investment opportunities, and prevent liquidity shocks,
while firms may also reduce cash holdings to avoid managers’ perquisite consumption, inefficient investments, large shareholders’
tunneling and other self-interested behaviors. Prior studies have confirmed the presence of target cash holding level and internal
capital market at home and abroad. The issue of whether a business group can reduce deviation of cash holding level through the
internal capital market operation, however, has yet to be examined. Additionally, the adjustment towards to target cash holding
level may also be indirectly affected by financing constraints.

Thus we discuss the dynamic adjustment of cash holding level from the perspective of internal capital market, and further ex-
amine the impact of financing constraints. By using the empirical data of A-share and B-share listed companies on the China
Shenzhen and Shanghai Stock Exchanges from 2010 to 2017, this study distinguishes the affiliated firms from the perspective of
actual controllers and uses the system GMM estimator to empirically test the hypotheses.

Our results show that the speed of adjustment of affiliated firms is, on the whole, faster than of standalone firms, and the
half-life of adjustment is shorter. Moreover, the efficiency of internal capital markets has a significant influence on the dynamie
adjustment of cash holding level, and the effective internal capital markets can make the dynamic adjustment of cash holding level
faster, and then shorten the half-life of adjustment. We further find that the internal capital markets have a significant impact on
the dynamic adjustment of cash holding level in the affiliated firms of financing constraints. When the cash holding level deviates
from the target level, the affiliated firms of financing constraints group can actively use the internal capital market to adjust the
deviation to the target cash holding level. That is to say, the intemnal capital markets can help the affiliated firms of financing
constraints adjust the deviation from the target cash holding level faster.

This study combines internal capital market theory and financing constrained theory to provide a new sight for the dynamic
adjustment of cash holding level. The findings are a powerful supplement and extension for the existing researches in terms of
cash holding level and business groups, etc. More importantly, these findings confirm the central role of the efficient operation of
internal capital markets in the firm liquidity management, especially for financing constrained firms.

Keywords :internal capital markets ; financing constraints ; cash holding level ; dynamic adjustment ; business groups;member firms
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