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Financial Deepening Reform and ''Short—Term Loan and
Long-Term Investment' of Entity Enterprises

TAO Yun-qging" *>, LU Hui-shan’, ZENG Lin’

(1. National School of Development, Peking University, Beijing 100871, China; 2. Institute of Digital Finance,
Peking University, Beijing 100871, China; 3. School of Economics, Jinan University, Guangzhou 510632, China)

Summary: The global economy is still awaiting recovery in the current stage, while major economies are experiencing a
surge in economic policy uncertainty. In this context, adhering to market—oriented financial deepening is an inevitable
requirement for achieving high—quality development within the current domestic economic cycle. However, in terms of
how to effectively alleviate market distortions and improve resource allocation efficiency in the process of financial
deepening, there are few studies from the perspective of the term structure of enterprise investment and financing.

Based on the exogenous quasi—natural experiment scenario in which the People’s Bank of China lifted the lower bound
on deposit and loan interest rates in 2013, we take China’s A-share non—financial listed enterprises as samples and test

"short—term loan and long—term investment" of entity enterprises through a

the specific impact of financial deepening on
different—-in—differences design. It is found that the lifting of the lower bound of loan interest rate significantly improves the
maturity mismatch of investment and financing, and increases the level of long—term loans obtained by enterprises. The
conclusion is still robust after a series of robustness tests. Specifically, the inhibition effect of the interest rate
liberalization reform is more significant in enterprises with greater financing constraints, higher growth, and greater asset
reversibility, and facing fiercer regional bank competition. In addition, the reform of interest rate liberalization also
helps to enhance the value of enterprises and reduce the risk of stock price collapse of enterprises, which plays an
important role in reducing market distortions and maintaining financial market stability.

Our contributions may be as follows. First, we examine the microeconomic effects of China's financial deepening and
further expand the existing research on the relationship between financial deepening and corporate maturity mismatch as
well as bank credit rationing behavior. Second, from the perspective of credit market competition, it clarifies the
influence mechanism of progressive interest rate liberalization reform on "short—term loan and long—term investment" of
entity enterprises , which helps to understand how the financial system reform represented by the reform of quoted interest
rate in the loan market releases reform and transmission effects to market players. Third, the research results of this paper
are closely related to the work tone of the central government. It is of great significance for policymakers to mitigate the
financing problems of enterprises, and realize the financial system to benefit the entity economy.

Key words: financial deepening reform; interest rate liberalization; "short—term loan and long—term investment";

maturity mismatch
(REHE: HiFE)
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