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Central Bank’s Verbal Communication and Dynamic
Adjustment of Corporate Capital Structure
Han Xun' and Feng Yue’
(1:School of Economics, Beijing International Studies University;
2 :School of Finance, Central University of Finance and Economics)

Abstract; With the formation of expectations management thoughts, central bank communication
has gradually played a prominent role in stabilizing expectations, adjusting structure and
preventing risks. Using data from the first quarter of 2007 to the second quarter of 2021, this paper
explores the impact of central bank’ s verbal communication on dynamic adjustment of corporate
capital structure. Our findings show that the loose verbal communication of central bank will
promote dynamic adjustment of corporate capital structure, and the above effect is only significant
in the period where the direction of verbal and action communication is consistent and the expected
management attention is high. The results of heterogeneity analysis show that the positive impact of
central bank verbal communication on corporate capital structure is more significant in corporates
with high information transparency and analyst concern, and high corporate governance efficiency
and equity balance degree. Mechanism analysis shows that central bank verbal communication will
impact the speed of corporate capital structure adjustment by stabilizing external investors
sentiment, inhibiting “short—term loans used as long—term investment” and alleviating financing
constraints. This study provides a new research perspective to clarify the impact of central bank
communication on the micro enterprises’ investment and financing behavior, and has important
significance for promoting high—quality economic development.

Keywords: Central Bank’ s Verbal Communication, Expectation Management, Monetary Policy,
Adjustment Speed of Capital Structure
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