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Economic Shock, Enterprise Inventory, and Markup Rate Dynamics

LIU Hui', ZHU Shiying®
(1. College of Economic and Social Development, Nankai University, Tianjin, 300071;
2. School of Management, Wenzhou Business College, Wenzhou, Zhejiang, 325035)

Abstract. Taking the financial crisis as a natural experiment, this paper constructed
a dynamic theoretical model that accommodated the uncertainty of demand, enterprise in-
ventory and markup rate. It studied the dynamic impact of exogenous economic shocks on
enterprise inventory production and pricing decisions by DID method. It finds that after a
financial crisis, the inventory rate of a company’s products will increase, while the inven-
tory turnover level will decrease. With changes in controlled fixed effects, sample win-
sorizing, and placebo testing, the results are robust. Heterogeneity analysis finds that en-
terprises adopting streamlined inventory management, state-owned enterprises, and enter-
prises in the eastern region that are better able to maintain stable inventory levels and in-
ventory turnover rates after experiencing financial crises. Further analysis results indicate
that economic shocks negatively impact markups by increasing the inventory ratio and re-
ducing the inventory turnover ratio. The research presented in this paper provides insights
for enterprises to mitigate external risks.

Keywords : Economic Shock; Inventory Level; Markup Rate; Rate of Stock Turn-

over
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