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Abstract: In recent years, more and more real enterprises speculate and arbitrage in the financial
market by participating in financial institutions, and the financialization of micro enterprises has
become a general trend. However, the empirical conclusions of existing literature from different
dimensions of enterprise development are not consistent. This paper uses the data from Shanghai and
Shenzhen A-share companies from 2007 to 2019 to perform an empirical analysis on the market and
institutional motivations of the entity enterprises’ sharing and holding financial leasing companies
(SHFL). It is found that the fundamental reason for enterprises to SHFL is the profit gap between the
financial industry and the real industry. The more intense the industry competition, the lower the
profit rate, the larger the spread, and the stronger the incentive to SHFL. In addition, the continuous
improvement of the national system construction in the financial leasing industry has played an
essential role in promoting it. In the heterogeneity analysis, it is found that private enterprises
are also motivated to ease financing constraints except interest rate spread. On the contrary, they
are not significant in the sample of state-owned enterprises. Equipment manufacturing industries
have both narrowing interest rates and equipment promotion motivation, while the non-equipment
manufacturing industry has no such characteristics. Finally, the limitations and future research
directions of this paper are discussed.

Keywords: entity enterprises; profit-driven; leasing financialization; financial constraint; interest
spread

1. Introduction

Since 2007, and especially after the 2008 financial crisis, most listed companies that
have entered the Chinese financial leasing market by setting up financial leasing companies,
or holding more than 51% shares, are companies with industrial manufacturing back-
grounds rather than financial backgrounds [1]. What are the underlying reasons for this
phenomenon? It is well known that China’s financial sector has a higher profit return than
the entity enterprise. According to the released Report on China’s Top 500 Enterprises, the
manufacturing sector accounts for many of China’s top 500 enterprises, with high operating
income but low net profit. In the financial industry, by contrast, a few large state-owned banks
account for more than a third of net income. According to the data of listed companies, among
the real enterprises less than 20% of the net asset return exceeded the financial industry in the
same year, and this does not include the equipment manufacturing industry.

The financial leasing industry belongs to the financial sub-industry, but the regulation
is relatively loose, which provides opportunities for non-financial enterprises to share
and hold financial leasing companies (SHFL). On the one hand, financial attributes of
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financial lease embodied in leverage, the ratio of risk assets to net assets of financial leasing
enterprises shall not exceed 12.5 times, and the ratio is less than 10 times for non-financial
leasing enterprises. Therefore, in theory, the average net profit rate of the leasing industry is
higher than the level of most real enterprises in the industry, which is more attractive to real
enterprises. On the other hand, the financial leasing industry is relatively loosely regulated,
which is a crucial point. Cui [1] and Zhu [2] believe that the entry threshold and registered
capital of China’s financial leasing industry are much lower than those of other financial
institutions such as banks and trusts, and the approval process is more straightforward.
Enterprises can invest in financial leasing companies through sharing, holding, acquisition
and other ways.

At present, sale-and-leaseback accounts for the majority of China’s financial leasing
market, and most of them, in the name of leasing, is exercising arbitrage activities unrelated
to the “origin” of leasing. For example, the market is filled with many channel businesses,
such as entrusted loans arranged in the name of sale-and-leaseback. In addition, part of the
sale-and-leaseback business did not continue to be used for new equipment investment after
realizing the funds of equipment assets, resulting in the crowding out of financial leasing
funds. The Global Leasing Report suggests the anomalies and risks of sale-and-leaseback
in the Chinese market. It emphasizes that the sale-and-leaseback business in the Chinese
market is different from the mainstream financial leasing business in the world. Many of
the equipment assets in sale-and-leaseback are invalid or depreciated assets, which can
no longer be continuously leased. In addition, a large part of sale-and-leaseback business
directly or indirectly becomes the capital channel business, which becomes the supplement
or replacement of the bank loan through an entrusted loan, or other combination methods,
and carries out cross-market or even cross-border arbitrage activities in the name of lease.

The structure of this paper is as follows: the second part is the literature review, the
third part is the research hypothesis, the fourth part is the data source and research design,
the fifth part is the empirical result analysis, and the sixth part is the research conclusion.

2. Literature Review
2.1. Leasing Financialization

Scholars have produced a lot of research results on the influencing factors of enterprise
financialization. Under the impact of the new normal economy and the pandemic, the
profit rate of real enterprises is increasingly low. In contrast, for financial institutions with
the monopoly to obtain excess profit rate of return, the return gap between the financial
industry and real enterprises prompts more and more non-financial enterprises to issue
entrusted loans as financial intermediaries, or directly hold shares in financial institutions
or quasi-financial institutions for financialization, in an attempt to narrow the return gap
and achieve the goal of equalization of profit margins. Such motives tend to make real
enterprises deviate from the main business, aggravating the “shift from real to virtual” [3-7].
The mechanism of real enterprise financialization to improve investment efficiency is
reflected in that it can be used as a “reservoir” of liquidity savings, smooth investment
behavior and suppress investment volatility [8,9]. Yang et al. [10], through extensive empirical
analysis, identified the margin gap between the real economy and virtual economy as
an important inducement to the financialization of Chinese real enterprises. Zhang and
Zheng [11] found that the financialization of micro enterprises results from enterprise
managers’ pursuit of shareholder value maximization and enterprise profit maximization
at the production end, which is the embodiment of capital’s profit-seeking nature.

As a major business form in China’s leasing market, sale-and-leaseback, as another
business model of “shadow banking”, has been a major subject of debate among scholars.
Shi et al. [12] believe that the financing sale-and-leaseback business, which is dominant in
China, generally uses channel business and other methods to solve the financing problems
of the lessee, which is not in line with the nature of financial lease transaction and is out of
the “origin” of financial lease. Shi and Wang [13] pointed out that the essence of financing
sale-and-leaseback business is bank credit, and its effect is the supplement and replacement
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of bank loans. Finucane [14] pointed out that when the lessee has financing constraints, the
financial lease transaction can expand the debt capacity and realize the complementarity
with other debts. Zhao et al. [15] also reached a similar conclusion based on the data of
Chinese listed companies.

2.2. Motivation of SHFL

In the related research on financial leasing, the views on the motivation of SHFL mainly
include sales through equipment financial leasing, the interest margin driven by the higher
profit rate of the financial industry than the real economy, and the easing of financing
constraints [16]. The motivation for foreign and domestic manufacturers to establish
financial leasing companies is to make full use of their own resource endowment advantages
to carry out equipment financial leasing business, better serve their main business, carry out
equipment sales, expand market share and improve product competitiveness [17]. Cui [1]
and Zhu [2] both pointed out that the profit rate of China’s financial industry is higher
than that of the non-financial sector [18], which is the fundamental reason why many real
enterprises realize “cross-border finance” by SHFL. Lin [19] believes that financial leasing
can help improve the return on total assets of commercial banks. Zhu [20] pointed out
that the establishment of financial leasing companies, especially foreign-funded financial
leasing companies, often has a relatively clear financing purpose, in order to effectively
utilize low-cost overseas funds. Liu [21] discussed the idea of production enterprises using
financial leasing to reduce costs from the perspective of taxation.

2.3. Financial Leasing Requlatory Arbitrage

In recent years, the phenomenon that the sale-and-leaseback business was separating
from the “original source” of leasing dominates our financial leasing market, which has
been paid much attention by theory and practice. For example, Xu and Shi [22] compared
the leasing service mode, products, structure, transaction volume, and financing amount
between China and the United States, Europe, and other countries in East Asia from 2006 to
2019, concluded that financing sale-and-leaseback dominated leasing transactions in China,
and identified the institutional causes from a historical perspective. According to Wu [23],
Chinese enterprises can achieve more financial flexibility by financing sale-and-leaseback.
Kim et al. [24] believed that sale-and-leaseback transactions could realize wealth transfer
between shareholders and creditors. Ezzell and Vorta [25] believe that sale-and-leaseback
transactions have both tax benefits and financial distress signal effects, which can effectively
reduce the bankruptcy costs of enterprises so that sale-and-leaseback transactions can affect
the market value of companies. Shi and Wang [13] believe that the sale-and-leaseback of
listed companies in China not only has the problem of cash abuse, but also the low efficiency
of capital allocation, which will lead leasing enterprises to shift from “real” to “virtual”.
Teng [26] pointed out that the financial sale-and-leaseback transaction also confuses and
complicates the current leasing tax system in China. For example, it complicates the tax
objects and collection and management measures related to financial leasing, such as
business tax and value-added tax.

There are mainly the following reasons why many enterprises engaged in direct leasing
turn to the sale-and-leaseback business for arbitrage: First, the regulatory differences between
the two leasing modes are the basic premise and fundamental reason for the transition [5].
Compared with direct leasing, sale-and-leaseback is a more comprehensive, complex, and
flexible business model, which can link across multiple capital markets such as banks, trust,
insurance, and funds, etc.; it can also, through cooperation with other financial institutions,
use the “channel” to bypass industry regulations to complete regulatory arbitrage purposes;
Second, the lessor can expand the leasing capital and scale with the help of the “channel”,
because when a financial leasing company sells and provides a leasing service to the lessee,
the lessee is also financing the property for the lessee so that it will consume and occupy
part of its capital or funds. According to the regulatory requirements, the total amount of
risky assets of leasing companies is controlled by an upper limit (the total amount of risky
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assets shall not exceed eight times the net assets), namely, the control of the leverage
ratio, so that the leasing capital or the expansion of the leasing scale of direct financial
leasing is limited [27]. However, in the sale-and-leaseback mode, leasing companies can also
import external funds or creditor’s rights through financial channels such as banks, trusts,
insurance or funds, to realize the expansion of leasing funds and leasing scale without
occupying or using less of their own capital, and the whole process is free from industry
supervision; The third is the demand of a specific target customer group or lessee, which is
the practical reason for direct lease to turn to sale-and-leaseback arbitrage. At present, many
financial leasing customers on the market is small and medium-sized enterprises with
limited financing or industries with regulated financing, such as local government financing
platforms, real estate and the “High pollution or High emission” (“Two High”) industries,
etc. These companies or departments have high debt ratio, the debt cycle is long, and
capital operation efficiency is low. Generally, it is difficult to obtain this through traditional
channels or through direct financing or lease financing. Since 2009, in the face of strict
regulation and credit control on real estate, “Two High” industries and local government
financing platform, in order to break through the regulation to restricted industry input
funds; in some places even state or listed companies, and state-owned enterprises have
formed their own financial leasing companies, with bank, trust, insurance, securities, and
other channels. Through a complex business mix, the financing sale-and-leaseback mode
can be constructed to realize self-financing, capital transfer, and amplification of leverage
within the system [13].

In general, through the literature review, the motivation for the financialization of
SHFL mainly includes equipment sales, interest margin drive, and ease of financing con-
straints. Relevant studies are primarily qualitative but lack quantitative research. The aca-
demic contribution of this paper is to explore the motivation for real enterprises to partici-
pate in financial institutions such as financial leasing companies from the perspective of
market and institution, conduct empirical analysis, and enrich relevant theories.

In the literature related to financial leasing, Cui [1] and Zhu [2] believe that the profit
margin of the financial industry is higher than that of the non-financial industry, which is
the fundamental reason for real enterprises to realize “cross-border finance” by SHFL. There
have been many pieces of research on the financialization of real enterprises at home and
abroad. Yang et al. [10], through many empirical analyses, found that the spread between
the real economy and the financial industry is a vital inducement of our real enterprises’
financialization. From shareholder value and capital nature of profit, driven by the spread
between the financial sector and the non-financial sector, real enterprises can narrow the gap
by SHFL to realize financialization. The deeper reason behind the spread drive is that spreads
affect shareholder value, and thus shareholder decisions. Zhang and Zheng [11] identified
that the profit ratio of the pan-financial industry, including the financial industry and the
real estate industry, exceeded that of the secondary industry dominated by manufacturing
around 2012, and the gap was continuously and steadily expanding. In conclusion, due
to the interest spread between the financial industry and the real enterprise, the real
enterprise invests in the leasing company in order to maximize the interests of shareholders.
Hypothesis 1 is proposed.

Hypothesis 1 (H1). The larger the interest spread between the financial industry and entity
enterprise, the stronger the incentive for entity enterprises to participate in SHFL.

Yang et al. [10] believe that since the reform and opening up, the government has
set very rigorous access conditions for the financial industry, which makes it easy for the
financial industry (especially the banking industry) to continuously obtain excess profit
rate by its monopoly position. Under the condition of financial industry monopoly, the
financialization of real enterprises becomes an arbitrage way for real enterprises to obtain
the excess profit rate of the financial industry [5]. Lian et al. [28] believe that when the actual
performance of an enterprise is lower than the expectation of the industry competition,
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the organization will implement strategic breakthroughs that deviate from the established
level of the industry to reverse the situation of the competitive disadvantage of the industry.
That is, with the expansion of the gap in the expectation of the industry competition, the
degree of strategic deviation of the organization becomes stronger. Li [29] used the data
of listed companies in China to verify the positive impact of product market competition
and competitive enterprise position on the financialization of financial asset allocation, and
the intensification of product market competition and the improvement of competitive
enterprise position will increase the scale of enterprise financial asset allocation.

From the perspective of microeconomic theory, the profit rate of companies with
fierce competition is lower than that of the financial industry with a monopoly position.
Therefore, enterprises are enthusiastic about investing in financial leasing companies with
financial attributes. Compared with industries with the less fierce competition or even
a high degree of monopoly, the higher the interest margin, the higher the probability of
investing in leasing companies. Accordingly, Hypothesis 2 is put forward.

Hypothesis 2 (H2). The greater the industry competition, the greater the interest spread, and the
greater the probability of SHFL.

The ratio of sale-and-leaseback business is very high, which is always controversial.
The lack of a legally effective lease registration system not only impacts the direct lease
business but is also very unfavorable to the lessor to carry out the sale-and-leaseback
credit business. Yang [30] believes that a legally effective leasehold registration and inquiry
system should be a necessary infrastructure for the leasing industry, which plays a vital role
in clarifying the ownership of leasehold property and reducing information asymmetry.
Before 2014, there was a lack of legally effective leasehold registration and inquiry system
in China. When the lessee sold the same asset to several leasing companies for sale-and-
leaseback by forging documents and other means, to increase the financing amount, or
when the lessee maliciously handled the leasehold, the ownership of the leasehold by the
leasing company may be threatened. The leasehold will not play the role of risk protection,
and the leasing company will face certain losses.

With the improvement of the institutional environment of the financial leasing industry,
the rights and interests of the lessor can be better protected than before. Therefore, the
greater the profit margin, the greater the probability that the enterprise will participate in
SHFL. To investigate the change in the number of investors caused by the policy impact on
the legal effect of the leasehold registration system in 2014, Hypothesis 3 is proposed.

Hypothesis 3 (H3). After 2014, when the legal effect of the leased property registration system
takes effect, the higher the interest margin, the higher the probability that the entity enterprise will
participate in SHFL.

3. Method
3.1. Measurement
3.1.1. Dependent Variables

In Equation (1), the dependent variable is fin_lea;;, which represents the dummy vari-
able of whether the entity enterprise SHFL. If the entity enterprise SHFL, then fin_lea; = 1;
if not, then fin_lea; = 0.

3.1.2. Core Independent Variables

The median difference in ROE between the financial industry and the entity enterprise
is used as the core independent variable. The median is used instead of the arithmetic
mean, mainly because the arithmetic mean is easily affected by outliers. When calculating
the median ROE, since the sample of the manufacturing industry accounts for more than
60% of the total sample of the industry then to measure the research object more accurately
the manufacturing industry is divided into the secondary industry, and the rest are divided
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fin_leayy = By + Byrmedg, + Bosize; + Pacflow; + Pylevy + Pstang + Beageir + Byorectay+

into the primary industry [31,32]. The original intention of this margin index is to reflect
the ROE gap between entity enterprises and the financial industry, to stimulate entity
enterprises to engage in shadow banking and other corporate financialization behaviors,
reflecting the maximization of shareholder value and the profit-seeking nature of capital in
corporate governance.

There are several reasons for using the median difference in ROE as the core explana-
tory variable. First, the difference in ROE at the firm level can only represent the operation
status of individual enterprise, but not the industry. What is attractive to real enterprises
is the overall average level gap. Therefore, the selection of the median difference in this
index can not only explain the motivation of real enterprises with poor performance to
SHFL, but also why the excellent performance stocks still participate in SHFL. Second, from
the perspective of the empirical analysis, it can solve the problem of endogeneity due to
bidirectional causality. The ROE is affected by fin_lea;;, the industry median difference
correlated with the firm difference, whereas the industry median difference is not affected
by fin_lea;;, which meets the requirements of instrumental variables [33].

3.1.3. Control Variables

Based on Zhang and Zheng [9] and Yang et al. [8], the control variables include cor-
porate financial characteristics, basic corporate information and corporate governance
information, respectively. In addition, the moderating variables are needed for the mecha-
nism test and moderating mechanism.

In order to verify Hypothesis 1, Model 1 is built to explore the impact of interest rate
margin on whether entity enterprises participate in SHFL:

Bgshrhfdy + Y year + Y industry + € M)

To verify Hypothesis 2, namely, the larger the margin, the stronger the motivation for
them to participate in SHFL, Model 2 is built as follows:

fin_leayy = Bo + Byrmedg, + BoHh_x_rgit + BsHHI_highj; + 6 * CVy + Zyear + Zindustry + Vit 2)

Model 2 adds Hh_x_rg and HHI_high based on Model 1. The variable HHI_high
indicates that the industry competition index HHI is lower than the median, and the
group with a small HHI represents the intense competition in the industry, which equals
1. A large HHI indicates less competition in the industry, which equals 0. Hh_x_rg is the
interaction term of rmed and HHI_high. The more competition, the bigger the spread, and
the stronger the motivation to participate in SHFL. The coefficient (3, of Hh_x_rg should
be significantly positive. For convenience, the control variables are uniformly denoted as
CV;;, the same as below.

Finally, Model 3 is constructed to verify Hypothesis 3, and test the institutional moti-
vation for the entity enterprises to participate in SHFL:

fin_leayy = By + Byrmedg, + ByHh_rmg_x_poli; + Bzpolicy; + 6 x CVi + Zyear + Zindustry + Vit (3)

In Model 3, Hh_rmg_x_poli and policy are added based on Model 1, where policy
represents the impact of the legal force policy on the leased property registration system,
and the definition is shown in Table 1. Hh_rmg_x_poli is the interaction term between in-
terest rate spread rmed and policy. In 2014 and after, the legal effect of the lease registration
system will lead to the higher interest rate spread, a higher probability of entity enterprises
to SHFL. The coefficient (3, should be significantly positive.
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Table 1. Name and definition of main variables.

Symbol Variable Definition

Dependent variables

fin_lea Dummy variable of SHFL If the company SHFL, fin_lea = 1, otherwise fin_lea = 0

Core dependent

Interest rate spread between the

. . . Median ROE difference between financial sector and entity
rmed_g financial sector and the entity

variables . enterprise
enterprise
KZ = —1.001909 x cflow + 3.139193 x lev — 39.3678 x divid
KZ financial constraint — 1.314759 x cash + 0.2826389 x tobin, where divid, cash,
other dependent tobin represents dividend, cash holdings and Tobin’s Q.
variables turnover Total asset turnover Total operating revenue/average total assets
(Current sales revenue — previous sales revenue)/previous
sgr Sales revenue growth rate
sales revenue
size Firm size log of total asset
lev Asset-liability ratio Total liabilities /total assets
cflow Cash flow Operating cash flow/current asset
tang Proportion of tangible assets (net fixed assets + net inventory)/total assets
Control variables age Firm age log of firm age by 2019
orecta Major shareholder funds Other Accounts receivable/total assets at end of period
shrhfi3 Ownership concentration The total shareholding ratio of the top 3 major shareholders

of the company

moderating variables

Policy impact on rental property  If the year is after 2014, policy = 1, if the year is before 2014,
registration system policy =0
Herfindahl index is used as the proxy index of market
competition, and the specific calculation formula is )_(xi/X)2,
HHI Industry Competition Index where xi stands for the sales revenue at year I, X represents
the sum of annual sales of all firms in the industry. The
smaller the HHI, The more competitive the market.

policy

Table 1 summarizes the definitions and descriptions of all variables in Models 1 to 3.

Table 2 reports the results of descriptive statistics of each variable in Model 1-Model 3.
The descriptive statistics show that the maximum profit return gap between the financial
industry and the real industry is 42.5%, with an average of 3.8%. The statistical results
of each control variable are basically in line with expectations, and the details will not be
given here.

Table 2. Descriptive statistics of variables.

Variables Observations Mean s.d. Min Max
fin_lea 27,006 0.048 0.214 0.000 1.000
rmed_g 27,006 0.038 0.039 —0.092 0.425

size 27,006 22.010 1.292 19.220 25.970
cflow 27,006 0.044 0.072 —0.199 0.250
lev 27,006 0.447 0.218 0.054 1.077
tang 27,006 0.371 0.179 0.019 0.816
age 27,006 3.013 0.258 2.398 3.526
orecta 27,006 0.018 0.029 0.000 0.196
shrhfd3 27,006 0.158 0.115 0.013 0.563
KZ 26,243 1.245 1.277 —3.059 4.375
turnover 27,006 0.683 0.476 0.048 2.693
sgr 27,006 0.196 0.527 —0.660 3.996

In this paper, the correlation coefficient matrix is used to test the multicollinearity.
Among them, the correlation coefficient between company size and the asset-liability ratio
is the highest, which is 0.337, while the others are small. At the same time, the average VIF
of the calculated variables is 1.18, indicating no high correlation between variables.

3.2. Data Sources

The data of non-financial enterprises of A-share listed companies from 2007 to 2019
were selected, and the financial data and basic information data were from CSMAR (China
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Stock Market & Accounting Research Database). The data of listed companies” participation
in SHFL are obtained from the survey of the China Leasing Business Association. In this
paper, the shareholding type with very low shareholding ratio is excluded. To arrive at
our final sample selection, we did some data processing: (1) we excluded the samples
of financial companies and real estate companies; (2) we dropped the samples that the
main variables were missing; (3) to avoid the influence of extreme values, all the contin-
uous variables were winsorized at 1% and 99% levels. Finally, 27,006 valid observations
were obtained.

4. Results
4.1. The Market Motivation of SHFL

Table 3 reports the regression results of Model 1. The explained variable is the dummy
variable of whether the entity enterprise SHFL, Column 1 shows the regression results
using the Logit model, and Column 2 is the Probit model of regression results. In the whole
sample, the coefficient of rmed_g is positive at the 5% significance level, which confirms
the market motivation of SHFL. Driven by the profit margin gap between the financial
and non-financial sectors, the entity enterprises can narrow the gap by SHFL to realize
financialization, which is in line with the profit-seeking nature of capital.

Table 3. The results of interest margin on SHFL.

(1) Logit (2) Probit
rmed_g 4.092 ** 2.078 **
(2.26) (2.14)
size 0.730 *** 0.357 ***
(11.75) (11.37)
cflow —3.171 *** —1.591 ***
(—4.70) (—4.95)
lev 0.810 ** 0.376 **
(2.35) (2.17)
tang —2.534 *** —1.236 ***
(—6.26) (—6.25)
age —0.385 —0.167
(—1.39) (—1.23)
orecta 5.419 *** 3.055 ***
(3.34) (3.59)
shrhfd3 —1.914 = —0.995 ***
(—3.07) (—3.31)
_cons —20.460 *** —10.117 ***
(—12.68) (—12.59)
N 27,006 27,006
industry yes yes
year yes yes
Pseudo R? 0.206 0.205

Note: *, **, ** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors.

4.2. The Profit-Driven Mechanism of SHFL

Table 4 reports the regression results of Model 2. The explained variable is the dummy
variable of whether the entity enterprise SHFL. Column 1 is the regression results of
Logit model, and Column 2 shows the regression results of Probit model. The coefficient
of Hhl_x_rg, is positive at the significance level of 1%, indicating that for non-financial
enterprises, the more intense the industry competition is, the lower the profit rate of return
they can obtain, and the greater the interest margin and the stronger the motivation to
SHEFL. This is consistent with the monopolistic competition theory in microeconomics.
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Table 4. The mechanism of interest margin on SHFL.

(1) Logit (2) Probit
rmed_g 2.598 0.911
(1.35) (0.87)
Hhl_x_rg 6.391 *** 3.295 ***
(3.53) (3.81)
HHI hig —0.183 —0.088
(—1.26) (—1.26)
size 0.731 *** 0.359 ***
(11.77) (11.40)
cflow —3.158 *** —1.589 ***
(—4.67) (—4.94)
lev 0.788 ** 0.368 **
(2.28) (2.12)
tang —2.532 *** —1.234 ***
(—6.26) (—6.25)
age —0.384 —0.168
(—1.39) (—1.23)
orecta 5.423 *** 3.057 ***
(3.34) (3.60)
shrhfd3 —1.920 *** —0.996 ***
(—3.08) (—3.32)
_cons —20.492 *** —10.098 ***
(—12.64) (—12.54)
N 27,006 27,006
industry yes yes
year yes yes
Pseudo R? 0.208 0.206

Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors.

4.3. The Institutional Motivation of SHFL

Table 5 reports the regression results of Model 3. As can be seen, the coefficient of
rmed_g is no longer significant, indicating that the impact of SHFL has been captured by
interactive items to some extent. The coefficient of policy is positive at the 1% significance
level, illustrating the development of the financial leasing industry system, the legitimate
rights and interests for financial leasing companies, which help to enhance the confidence
and willingness of entity enterprise investors to SHFL. On the other hand, the coefficient of
rmg_x_poli is positive at the 5% significance level, indicating that after 2014 the registration
system of law comes into effect, the rights and interests of financial leasing companies and
their investors can get an effective guarantee, making the interest margin larger and lead to
the probability of entity enterprises of SHFL becoming larger.

Table 5. The results of leasing property registration system on SHFL.

(1) Logit (2) Probit
rmed_g —2.233 —0.907
(—0.73) (—0.49)
rmg_x_poli 7.601 ** 3.911 **
(2.30) (2.08)
policy 1.997 *** 0.834 ***
(4.22) (4.08)
size 0.731 *** 0.358 ***
(26.58) (11.40)
cflow —3.179 *** —1.590 ***
(—6.30) (—4.96)
lev 0.804 *** 0.370 **
(4.60) (2.14)
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Table 5. Cont.

(1) Logit (2) Probit
tang —2.529 *** —1.234 ***
(—12.22) (—6.24)
age —0.381 *** —0.164
(—3.20) (—1.21)
orecta 5.408 *** 3.062 ***
(5.77) (3.59)
shrhfd3 —1.917 *** —0.995 ***
(—6.68) (—3.31)
_cons —20.041 *** —9.928 ***
(—22.49) (—12.20)
N 27,006 27,006
industry yes yes
year yes yes
Pseudo R? 0.207 0.206

Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors.

It is worth noting that in the two years after 2014, there will be another reform event of
the “four pillars” of the leasing industry. The “four pillars” of the financial leasing industry
refer to regulation, law, accounting, and tax. In terms of taxes, financing sale-and-leaseback
are treated as credit in 2015. The tax policy combined with the legal effect of the leasing
property registration system strengthens and extends the impact effect of the favorable
outcome of the policy, which increases the probability of the entity enterprises’ to SHFL.

4.4. Heterogeneity Analysis

Based on the above main research ideas, this paper makes observations and discussions
from two perspectives of heterogeneity, namely the property right attribute and whether it
is related to the main business.

4.4.1. Heterogeneity Analysis I: Ownership

The reasons for choosing the heterogeneity of ownership to observe mainly include
that companies with different ownership face different financial entry thresholds and
financing constraints.

e  Heterogeneity of profit-driven motivation between state-owned enterprises and pri-
vate enterprises

Table Al reports the regression results of Model 1 in the sub-samples of private and
state-owned enterprises. Columns 1 and 2 are the Logit regression results of private
enterprises and state-owned enterprises, respectively; Columns 3 and 4 are the Probit
regression results of private enterprises and state-owned enterprises. Combined with the
total sample in Table 4, in the heterogeneity analysis of enterprises with different ownership
it is found that the coefficient of the spread between the financial industry and non-financial
industry is not significant in the sample of state-owned enterprises, while it is significantly
positive in the sample of private enterprises. At the same time, the significance of the
spread coefficient of private enterprises is stronger than that of the total sample, and the
coefficient is larger.

An important reason for the insignificant margin coefficient of state-owned enterprises
may be that state-owned enterprises operate with multiple objectives. Social responsibilities
such as employment may attract more attention than corporate performance. In addition,
more state-owned enterprises participate in quasi-financial institutions like financial leasing
companies. Overall, the motivation of state-owned enterprises to participate in financial
leasing companies is more complex. Therefore, state-owned enterprises use the same
margin, which does not show that the larger the margin, the stronger the incentive to SHFL.
However, private enterprises with good operating performance, as relatively rational
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market participants, can focus on their primary business and do not participate in (or
participate in less) financial business due to many reasons, such as the inability to obtain
excess credit resources. However, private enterprises with a large return gap with the
financial industry choose SHFL.

In addition to the above, the domestic financial industry has severe discrimination
against the private enterprises; private enterprises in the financial sector face a higher
threshold, and state-owned enterprises are not facing discrimination. It strengthened the
corporation under the spreads motivation and holding financial institutions, which is in line
with the private enterprises that want to take this into the financial industry expectations in
theory and practice. Although private enterprises in China face discrimination in financial
access, private enterprises can take a detour into the financial industry through a financial
leasing license, which aligns with the motivation of investors in domestic and foreign leas-
ing companies, especially foreign leasing companies. The domestic financial industry has
always had a high threshold for private enterprises, but from practice, private enterprises
have successfully entered the financial field through financial leasing companies. At the
end of the 1990s, China’s financial leasing industry came to the brink of collapse. Private
enterprises entered the financial leasing companies on the verge of bankruptcy through
restructuring. It was a “pioneering move” for private enterprises to enter the financial field
by borrowing the “financial license” of financial leasing companies. However, even so, pri-
vate enterprises still face many restrictions. After the establishment of private enterprises,
the financial business of financial leasing companies was restricted at every turn.

e  The heterogeneity of motivation of enterprises with different ownership to alleviate
financing constraint

The difference between enterprises of different ownership is not only reflected in
the interest rate spread, but also there is the difference in the motivation of easing their
financing constraints. Private enterprises generally face higher financing constraints than
state-owned enterprises. There is a specific relationship between ownership and firm size.
The size of firms in the same year is divided into four groups according to the quartile.
Within the 25% quantile of observation value is defined as a small-scale enterprise, and more
than 75% quantile is defined as a large-scale enterprise. At the same time, the distribution
of state-owned enterprises and private enterprises in the large and small groups was
statistically analyzed. It was found that private enterprises account for 80% of small-scale
enterprises and state-owned enterprises account for 70% of large-scale enterprises. Small-
scale enterprises face more significant financing constraints than large-scale enterprises,
and if small-scale private enterprises, will face more financing constraints.

Li and Li [34] found that non-state-owned enterprises are mainly motivated by combin-
ing industry and finance to alleviate financing constraints. Only non-state-owned enterprises
with a high degree of financing constraints will participate in financial institutions. In con-
trast, state-owned enterprises do not participate in financial institutions based on financing
constraints. Zhang and Liu [35] classified central and local state-owned enterprises as low
financing constraint groups, while private enterprises were classified as high financing con-
straint groups. Combined with the status quo of SHFL, as foreign-funded leasing companies
can exploit the foreign exchange channels to obtain low-cost foreign capital, some private
listed companies are more restricted in obtaining financing through traditional bank credit
channels. The motivation of investment leasing companies also includes easing their financ-
ing constraints. However, state-owned enterprises do not face financing discrimination in
the financial market due to implicit government guarantees and other reasons. To verify
this hypothesis, based on Model 1, the financing constraint index is added, and regression
analysis is conducted.

Table A2 shows the regression results of private and state-owned enterprise samples
after adding the financing constraint index based on Model 1. Column 1 and Column 3 are
the Logit and Probit regression results of private enterprises, respectively. The KZ index
of financing constraint is positive at 1% significance level, indicating that the greater the
financing constraint of private enterprises, the stronger the motivation for SHFL. At the
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same time, compared to Table A1, the values of R? in the regression results increase, which
shows that financing constraints explain part of the reasons for private enterprises to par-
ticipate in financial leasing companies except interest rate spread. Compared to Column 2
and Column 4, the coefficients of the state-owned enterprises financing constraint index are
positive. Still, it is not significant, indicating that the motivation for state-owned enterprises
to participate in financial institutions does not include easing financing constraints.

Based on the above, private enterprises” participation in SHFL, on the one hand, is
driven by the interest rate spread, trying to break the entry threshold of the financial
industry and earn financial profits through financial leasing licenses. On the other hand,
SHFL can alleviate its financing constraints, rather than engaging in new equipment leasing.
Especially since the supply-side reform in 2015, enterprises have faced varying degrees of
deleveraging pressure. For state-owned enterprises, the reasons for SHFL are more complex
and diverse. With government intervention, they can obtain natural credit advantages.
Moreover, large financial institutions in the financial industry are all state-owned, and the
financial access threshold is much lower than that of private enterprises, which further
strengthens the credit advantages of state-owned enterprises.

4.4.2. Heterogeneity Analysis II: Equipment Manufacturing Industry (EMI) or Not

From the perspective of whether it is related to the main business of listed companies,
a critical link in the transaction structure of the financial leasing business is whether the
lease item is equipment. Whether the enterprise belongs to the equipment manufacturing
industry is directly related to whether SHFL can realize the promotion of equipment
through a financial leasing business.

e  Heterogeneity of profit-driven motivation between EMI and non-EMI

As can be seen from Table A3, Columns 1 and 2 show Logit regression results, and
Columns 3 and 4 show Probit regression results. The plus-minus and significance of coeffi-
cients of Logit and Probit regression results in this group are the same. For the sample of EMI
in Column 1 and Column 3, the interest rate spread is significantly positively correlated
with SHFL. In comparison, the interest rate spread coefficient of non-EMI in Column 2 and
Column 4 is not significant. The coefficient of non-EMI is not significant, and there may be
the following reasons: Through the statistical analysis of the basic structural characteristics
of the data of non-EMI, it is found that the enterprises with good performance may have a
small gap with the financial industry or even exceed the financial industry and make full
use of their capital and other resources to expand the existing advantages, leading to the
insignificant result between the interest rate and SHFL.

e  Heterogeneity of Sales Promotion-driven Motivation between EMI and non-EMI

In the structure of financial leasing transactions, Chinese EMI has the same motivation
as foreign countries to SHFL. They fully use the financial leasing business to achieve product
sales, improve market competitiveness and increase profits [1,2,36]. The purpose of EMI to
sales promotion by SHFL is to accelerate the assets turnover speed, improve profit efficiency,
improve sales revenue growth, release the pressure of sales and business development
bottleneck, and finally enhance return on ROE to narrow the gap with financial profit
rate of return. As a comparison, since the non-EMI has no equipment as the item to lease,
they may engage in the lease of new equipment, the lease of used equipment, or the
sale-and-leaseback credit business through SHFL. Considering this, the following model is
constructed for verification. In the basic regression model, asset turnover ratio and sales
revenue growth rate are added.

The regression results are shown in Table A4. For EM], the significance of rmed_g decreases
in the Logit and Probit regression results. The coefficients of furnover are all negatively cor-
related at 5% significance level. The coefficient of sgr is negatively correlated. This indicates
that the EMI has a stronger incentive to sell equipment than to earn excess profits from
the financial industry. At the same time, as a financial tool to solve financing problems,
equipment leasing is still in the financial category, which means the larger the spread, the
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lower the asset turnover rate and the lower the growth rate of sales revenue, the stronger
the motivation to SHFL. However, in the sample regression results of non-EMI in Column
2 and Column 4, there is no significant negative correlation between asset turnover, sales
revenue growth rate and SHFL except for the insignificant rmed_g, which is in line with
theoretical expectations and economic status quo.

4.5. Robustness Check
4.5.1. Endogeneity Test

e Heckman method

Heckman’s two-stage method was proposed by Heckman [37] and mainly used to
solve the problem of sample selection bias. Sample selection bias means that the parameters
that we estimate in the regression equation are based on the data points that were selected
into the sample. In order to solve the problem of whether the entity enterprises SHFL can
be observed, the Heckman method is adopted for the motivation of enterprises SHFL. In
the process of manually collecting sample data of financial leasing companies, the sample
data of non-sharing-and-holding leasing companies have been collected through database,
announcement and manual retrieval. Due to the normative disclosure of public statements
and annual reports of listed companies, errors caused by omissions may still occur. There-
fore, the observed values except the sharing and holding samples are treated as missing
values, to deal with the endogeneity problem arising from sample selection. The specific
test results after processing by the Heckman method are shown in Table A5.

Compared with the benchmark regression results in Table 4, the coefficient of rmed_g
has decreased. However, it is still significantly positive at 5%, which is consistent with
the benchmark regression results, indicating that the conclusion is robust. Driven by the
spread, the entity enterprises have a stronger incentive to SHFL.

e Lagging form of variables

Referring to the practice of Liu and Liu [38], based on the benchmark regression,
this paper adopts the lagged form regression analysis for all explanatory variables, to
alleviate the endogeneity problem that may be caused by the bidirectional causality of
enterprise characteristics on the decision of SHFL. Both Logit and Probit models were used
for regression analysis. As can be seen in Column 1 in Table A6, the significance level and
the spread value are falling, but they are still significant. In Column 2, the spread coefficient
is significant at the 5% level, showing that the conclusion is robust. The greater the gap, the
greater the probability that the entity enterprises SHFL.

4.5.2. Changing Dependent Variable

Using the proportion of shares in leasing companies held by entities (share_hold) and
category variable (hold_type) of holding the leasing company as proxy variables of fin_lea
for robustness test. The categorical variable refers to an enterprise that if a company shares
leasing companies, it equals 1; if a company holds leasing companies, it equals 2; otherwise,
it equals 0. The bigger the number, the stronger willingness to control leasing companies.

Using the above three variables as explained variable separately, regression analysis
was performed using a two-way fixed effects model; the results are shown in Table A7,
which shows that the coefficients of spread are consistent with benchmark regression
results in Table 4, although the significance level declined slightly but is still significant;
this shows that the conclusion is robust, namely, with increasing spread, the probability of
SHFL increases and the company will hold more shares in financial leasing companies.

4.5.3. Changing Independent Variables

In December 2020, Report on China’s Shadow Banking issued by the China Banking
and Insurance Regulatory Commission listed the financing provided by financial leasing
companies as a part of generalized shadow banking. It warned that the sale-and-leaseback
business was a kind of loan business. Because of this, in this section, the spread is calculated
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through the profit return of the banking industry and the real industry to carry out the
robustness test. The calculation method is the same as the above spread index, and the
regression results are shown in Table A8. Both the Logit regression results in Column 1
and the Probit regression results in Column 2 show that the coefficient of interest spread is
positive at the significance level of 5%. The larger the profit margin gap between the financial
industry and non-financial industry, the greater the probability that entity enterprises will
SHFL, indicating that the conclusion is consistent and robust.

5. Discussions

The research on the leasing financialization is still worth studying. As stated in our
previous results, it is found that the fundamental reason why real enterprises realize
“cross-border finance” by SHFL is that the profit margin of the financial industry is higher
than that of the non-financial industry. This is because China’s financial industry is in a
monopoly position and the profit margin is higher than that of the non-financial industry,
so the real enterprises seek the financialization way to obtain the excess profit rate [8,39,40].

The results also show that the interest rate spread has different motivations for different
ownerships. The sample results of private enterprises are significantly positive, while state-
owned enterprises are not [41]. The insignificant result of state-owned enterprises may be
because state-owned enterprises are more involved in financial leasing financial institutions.
On the whole, the motivation for state-owned enterprises to SHFL is more complex [42].

The study also found that in the results of the EMI, the interest rate spread was
significantly positively correlated with SHFL, while the interest rate spread of non-EMI
was not significant [43,44]. The reason may be that the return gap between enterprises
with good performance and the financial industry is small, or even higher, than that of
the financial industry, which makes the difference between the interest margin and the
participating leasing companies insignificant.

The limitation of this paper is that it is difficult to obtain some data and there is little
research of the positive effect on financial leasing on the real economy as a typical supply
chain financial tool. For example, if we can obtain the data of cooperation between listed
companies in China’s EMI and third-party financial leasing companies, we can more clearly
examine the contribution of this financial leasing mode. However, at present, only some
listed companies in the construction machinery industry have disclosed relevant informa-
tion on the promotion mode of financial leasing in the notes to the financial statements.

Based on this study, the future research directions include the following: first, given
the situation, some entity enterprises withdraw from holding financial leasing companies,
especially the reasons and effects of withdrawing from holding multiple leasing companies;
second, compared with the way of sharing and holding leasing subsidiaries, the cooperation
between the EMI and the third-party leasing companies is more beneficial to the long-term
development of the finance leasing industry; third, financial leasing and other financial sub-
industries are included in a unified research framework, especially commercial factoring,
pawn and other financial institutions with industrial and commercial licenses that were later
unified under the supervision of the China Banking and Insurance Regulatory Commission
to make the research more general and valuable.

6. Conclusions

Since 2008, more and more investors have participated in the team of SHFL. What are
the motivations for shareholders of financial leasing companies to participate, and what
kind of operational risks and performance have the holding companies brought to the
shareholders of real enterprises? This paper discusses the motivation of SHFL.

Our main results are as follows: First, from the perspective of profit-seeking and
shareholder value maximization, it confirms that the interest spread is the fundamental
reason for the leasing financialization; Second, it is found that the more competitive
the industry is, the lower the ROE, the greater the interest difference with the financial
industry, and the stronger the motivation to SHFL; Third, in the process of China’s non-
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financial enterprises participating in and holding financial leasing institutions, the system
construction of the national financial leasing industry has played an important role in
promoting. This paper verifies the beneficial effect of the lease registration system as a
policy impact on the protection of the legitimate rights and interests of the lessor; Fourth,
in the part of heterogeneity analysis of different ownership properties of enterprises, we
found that the stronger the financing constraints of private enterprises, the greater the
probability of SHFL. However, due to the financing advantages of the credit market, the
motivation of state-owned enterprises to SHFL is more complicated; Fifth, we find that
the results between EMI and non-EMI also show apparent differences. It is shown that
the EMI is mainly to accelerate the turnover rate, improve the sales revenue, and narrow
the gap with the financial industry by SHFL. In contrast, the non-EMI does not show
relevant characteristics.

The empirical results of the legal system have policy implications, especially for policy
makers. The result shows that the financial leasing regulation is crucial to the industry, so
it is particularly important to formulate appropriate regulatory policies, which will not
have a negative impact on the leasing industry, but also stimulate the vitality of the leasing
industry. This requires the government to formulate relevant policies and clarify the exit
mechanism of financial leasing companies: First, the government conducts macro-control
on the market subject, forming a joint force with the invisible hand of the market force to
guide the entity enterprises to focus on the main business; Second, in terms of the system
supply of the financial leasing industry, improve the financial infrastructure in terms of
enterprise credit reporting, increase the lessee’s default costs, and protect the legitimate
rights and interests of the financial leasing companies and investors; Third, we need to help
enterprises defuse operational risks. In particular, we need to deepen financial supply side
reform and effectively increase the supply of long-term funds.
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Appendix A

Table Al. The results of interest margin on SHFL with different ownership.

(1) Private

(2) State-Owned

(3) Private

(4) State-Owned

Logit Logit Probit Probit
rmed_g 9.524 *** 0.013 4.767 *** 0.120
(3.02) (0.01) (3.02) (0.09)
size 0.696 *** 0.932 *** (0.339 *** 0.463 ***
(9.22) (9.15) (8.79) (9.02)
cflow —4.455 *** —2.851 ** —2.218 *** —1.400 **
(—5.25) (—2.20) (—5.74) (—2.25)
tang —2.327 *** —2.466 *** —1.088 *** —1.245 ***
(—3.95) (—3.78) (—3.88) (—3.90)
age —0.027 —0.686 0.025 —0.357
(—0.07) (—1.35) (0.15) (—1.37)
orecta 5.440 *** 6.163 ** 3.219 *** 3.101 **
(2.82) (2.28) (3.31) (2.15)
shrhfd3 —1.197 —2.815 *** —0.637 —1.488 ***
(=1.19) (—2.98) (—1.35) (—3.14)
_cons —19.783 *** —22.22() *** —9.770 *** —11.064 ***
(—8.43) (—8.75) (—8.59) (—8.59)
N 14,028 11,143 14,028 11,143
industry yes yes yes yes
year yes yes yes yes
Pseudo R? 0.184 0.267 0.184 0.266
Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors.
Table A2. The results of financial constraint on SHFL with different ownership.
(1) Private (2) State-Owned (3) Private (4) State-Owned
Logit Logit Probit Probit
rmed_g 8.943 *** 1.983 4,999 *** 1.159
(2.74) (0.74) (3.05) (0.83)
KZ 0.309 *** 0.023 0.148 *** 0.004
(4.18) (0.22) (4.21) (0.09)
size 0.683 *** 0.693 *** (0.342 *** 0.338 ***
(9.42) (8.17) (9.25) (7.68)
cflow —3.068 *** —3.272 *** —1.540 *** —1.657 ***
(—3.41) (—2.83) (—3.64) (—2.93)
tang —2.809 *** —2.598 *** —1.384 *** —1.326 ***
(—4.74) (—3.88) (—4.97) (—4.11)
age —0.076 —0.748 —0.002 —0.383
(—=0.21) (—1.44) (—0.01) (—1.47)
orecta 3.590 * 4.590 2.136 ** 2.549 *
(1.75) (1.56) (2.01) 1.71)
shrhfd3 —0.861 —2.793 *** —0.467 —1.3971 ***
(—0.84) (—2.76) (—0.96) (—2.81)
_cons —17.246 *** —16.605 *** —8.842 *** —8.187 ***
(=7.72) (—7.49) (—8.18) (=7.19)
N 13,223 10,904 13,223 10,904
industry Yes yes yes yes
year Yes yes yes yes
Pseudo R? 0.200 0.239 0.201 0.238

Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors.
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Table A3. The results of interest margin on SHFL in EMI and non-EML

(1) EMI Logit

(2) Non-EMI Logit

(3) EMI Probit

(4) Non-EMI Probit

rmed_g 15.686 ** —1.348 7.638 ** —0.491
(2.05) (—0.51) (2.17) (—0.40)
size 0.772 *** 0.696 *** 0.404 *** 0.324 ***
(7.88) (9.52) (7.92) (8.87)
cflow —3.027 *** —2.663 *** —1.516 *** —1.356 ***
(—2.74) (—2.92) (—2.74) (—3.32)
lev 0.891 * 0.866 * 0.461 * 0.371*
(1.70) (1.88) (1.69) (1.68)
tang —2.648 *** —1.832 *** —1.343 *** —0.842 ***
(=3.71) (=3.79) (—3.89) (—3.56)
age —0.341 —0.011 —0.168 0.017
(—0.80) (—0.03) (—0.80) (0.09)
orecta 4.626 * 7.102 *** 2.521*% 3.834 ***
(1.68) (3.76) (1.70) (4.00)
shrhfd3 —2.341 ** —1.098 —1.268 ** —0.538
(—2.21) (—1.52) (—2.45) (—1.56)
_cons —21.244 = —20.486 *** —11.053 *** —9.685 ***
(—9.45) (—10.46) (—9.24) (—10.16)
N 9335 17,671 9335 17,671
year Yes yes yes yes
Pseudo R? 0.197 0.204 0.201 0.199
Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in
parentheses are robust standard errors. Since the heterogeneity perspective is selected from different industrial
backgrounds, which is to some extent a re-classification of the industry, and the core explanatory variable is the
industry median difference in net profit return, this part of the regression does not include industry fixed effects,
to avoid excessive interference.
Table A4. The results of sales promotion-driven motivation on SHFL between EMI and non-EMI.
(1) EMI Logit (2) Non-EMI Logit (3) EMI Probit (4) Non-EMI Probit
rmed_g 11.959 —1.365 5977 % -0.513
(1.60) (—0.52) (1.72) (—0.41)
turnover —0.729 ** 0.117 —0.358 ** 0.043
(—2.42) 0.72) (—2.43) (0.53)
sgr —0.166 * —0.072 —0.094 ** —0.036
(—1.94) (—0.85) (—2.10) (—0.86)
size 0.797 *** 0.700 *** 0.417 *** 0.325 ***
(8.00) (9.51) (8.06) (8.83)
cflow —2.086 * —2.672 *** —1.061 * —1.365 ***
(—1.82) (—2.95) (—1.86) (—3.33)
lev 1.052 ** 0.812* 0.543 ** 0.351
(2.06) (1.78) (2.02) (1.60)
tang —2.704 *** —1.840 *** —1.357 *** —0.847 ***
(—3.89) (=3.75) (—4.02) (—3.54)
age —0.304 —0.011 —0.150 0.017
(—0.70) (—0.03) (=0.71) (0.10)
orecta 3.930 7.145 *** 2.110 3.844 ***
(1.41) (3.78) (1.43) (4.01)
shrhfd3 —2.087 ** —-1.141 —1.150 ** —0.554
(—1.97) (—1.57) (—2.22) (—1.60)
_cons —20.985 *** —20.598 *** —10.946 *** —9.722 #**
(—9.31) (—10.46) (—9.19) (—10.09)
N 9335 17,671 9335 17,671
year yes yes yes yes
Pseudo R? 0.205 0.204 0.208 0.199

Note: Same as the above table.
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Table A5. The results of interest margin on SHFL with different ownership with Heckman test.

Heckman Test

rmed_g 0.226 **
(1.97)
size 0.031 ***
(20.22)
cflow 0.000
(0.02)
lev 0.049 ***
(3.75)
tang —0.132 ***
(—8.99)
age —0.014 *
(—1.75)
orecta 0.279 ***
(4.85)
shrhfd3 —0.094 =
(—4.78)
lambda 0.116 ***
(18.69)
N 27,006
Industry yes
Year yes
chi? 1.7 x 10*

Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in

parentheses are robust standard errors.

Table A6. Regression result with a lag form of variables.

(1) Logit (2) Probit
L.rmed_g 3.136 % 1.551 **
(1.66) (2.31)
L.size 0.531 *** 0.254 ***
(8.97) (18.75)
L.cflow —2.499 *** —1.625 ***
(—4.75) (—6.95)
L.lev 0.915 *** 0.430 ***
(2.58) (4.73)
L.tang —2.561 *** —1.215*+*
(—5.96) (—11.22)
L.age —0.392 —0.164 ***
(—1.38) (—2.69)
L.orecta 4.699 *** 2.687 ***
(2.61) (4.95)
L.shrhfd3 —1.631 *** —0.817 ***
(—2.59) (—5.74)
_cons —15.099 *** —7.441 ***
(—9.94) (—19.82)
N 23,642 23,642
Industry yes yes
Year yes yes
Pseudo R? 0.166 0.165

Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in

parentheses are robust standard errors.
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Table A7. Regression results after changing dependent variable.

(3) share_hold

(1) fin_lea (2) hold_type
rmed_g 0.155 ** 0.240 * 11.714 *
(1.97) (1.71) (1.81)
size 0.018 *** 0.038 *** 1.205 ***
(3.92) (4.39) (3.78)
cflow —0.043 ** —0.086 ** —4.430 ***
(—2.15) (—2.39) (—2.73)
lev 0.028 * 0.060 ** 3.580 ***
(1.80) (2.15) (3.02)
tang —0.042 ** —0.100 *** —5.060 ***
(—2.33) (—2.94) (—3.43)
age 0.067 0.110 2414
(0.60) (0.56) (0.23)
orecta 0.153 * 0.215 4.370
(1.91) (1.49) (0.73)
shrhfd3 —0.060 —0.115 —4.001
(—1.30) (-1.32) (—1.03)
_cons —0.592 * —1.133 * —31.959
(—1.66) (=1.79) (—0.98)
N 27,006 27,006 27,001
individual yes yes yes
year yes yes yes
R? 0.072 0.070 0.064
Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in

parentheses are robust standard errors.

Table A8. The results of spread between bank and entity industry on SHFL.
(1) Logit (2) Probit
rmed_g 4.267 ** 2.185 **
(2.26) (2.20)
size 0.542 *** 0.258 ***
(9.48) (9.16)
cflow —3.315 —1.688 ***
(—5.33) (—5.60)
lev 1.167 *** 0.550 ***
(3.43) (3.24)
tang —2.711 *** —1.322 %
(—6.25) (—6.41)
age —0.347 —0.138
(—1.26) (—1.02)
orecta 5.275 *** 3.033 ***
(3.19) (3.48)
shrhfd3 —1.666 *** —0.852 ***
(—2.67) (—2.84)
_cons —16.312 *** —7.953 ***
(—11.05) (—10.96)
N 27,001 27,001
Industry yes yes
Year yes yes
Pseudo R? 0.184 0.183
Note: *, **, *** indicate a notable level of significance at, respectively, 10%, 5%, and 1%, and the values in

parentheses are robust standard errors.
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