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Capital Structure Irrelevant

® Trade-off Theory

® Pecking Order Theory

® Market Timing Capital Structure

® Signaling Hypothesis
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Capital Structure Irrelevant
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O Modigliani and Miller [MM (1958), (1963)]
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Trade-off Theory
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Pecking Order Theory

6 Myer and Majluf (1984) \
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Market Timing Capital Structure

/O Baker and Wurgler (2002)
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Signaling Hypothesis
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Trade-off Theory>>> Fauzi et al. (2013)
Pecking Order Theory>>> Bauer (2004), Al-Taani (2013)
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Trade-off Theory>>> Tarazi (2013)

Pecking Order Theory>>> Banchuenvijit (2011)
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® Event Studies

® Multiple Regression

-



Result Conclusion

> Introduction >> Lit. Review m

Event Studies
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O Fama, Fisher, Jensen and Roll: FFJR (1969)
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Actual Return
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Event Studies
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Expected Return

(E(Ri))

Abnormal Return

(AR; ;)
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Event Studies

{ 10 R, = E(Ri,t)+ AR, }

Lﬁqﬁg’}u AR, =R, —E(R,) }
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Event Studies
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O Market Model
O Hamada Model (1972)
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Multiple Regression
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Multiple Regression
Theory Variable Expected Sign
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Trade off
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Market timing
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Multiple Regression
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Multiple Regression
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Multiple Regression Result

Constant | NDTS IC ROE q Opp | No.ssue | Vol.ssue | KZ FA

Coefficient | 0.1656 | -1.2191 | 0.0006 @-0.0023 | -0.0214 | 0.0389 | 0.0002 0.0000 |-0.0219| 0.0055

t-stat 1.7969* | -1.9138* | 1.6843* -1.3868 @ -0.4728 | 1.0033 = 0.0540 -1.3778 | -1.0678 | 0.0650

* Yo AYNTZAL 10%

uuusiaesasnaInadeuilym Multicollinearity 1482 Heteroscedasticity 18 Jiny
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Found positive return about
Stock Price Reaction :
2.5% around the event window

Explanation Theory » Conform to Trade-off Theory
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