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This paper applies both views of market discipline hypothesis and agency
problem hypothesis to explore the determinants of dynamic capital structure
adjustment speed. As to market discipline hypothesis testing, the evidences show
that firms with higher profitability, more growth opportunities, stronger
uniqueness or better rating usually have a faster speed. In addition, industrial
adjustment speed usually dominates firm’s speed. However, the proportion of
tangible assets and the deviation between observed and target leverage are
negatively related to firm’s adjustment speed. Although firm size and dividend
policy have impacts on the speed, the direction is uncertain. With regard to
agency problem hypothesis testing, the results show that larger board size is
usually associated with a slower speed, but greater board independence with
better corporate governance may positively correlate with the speed. Moreover,
the results show no compelling evidences that inside directors or
CEO-chairman may impact the speed. With the exception of a higher inside
ownership, a higher board ownership, block ownership, institutional ownership

or foreign ownership usually induces a slower speed.
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