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Analysis of the Threshold Effect of Financial Leverage in Economic Growth

REN Xingwei
(School of Finance,Dongbei University of Finance and Economic,Dalian,Liaoning 116025, China)

Abstract : The healthy operation of the financial system is an important support for ensuring the realization of
the national economic development goals. Under the background of deepening the structural reform of the supply
side, “de — leveraging” is imperative. Based on the panel data of 31 provinces( municipalities and autonomous re-
gions ) in mainland China, the paper constructs a panel threshold model between financial leverage and economic
growth. The results show that there is a non - linear relationship between financial leverage and economic growth.
Excessive financial leverage has an inhibitory effect on economic growth. This kind of inhibition is more obvious in
the more developed regions. Therefore, it is necessary to adopt a “structural de — leverage” strategy, adhere to the
principle of macro — prudence,and treat different regions, different subjects,and different debts differently.
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