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The purpose of this study aimed to study factors determining capital structure of listed
companies in the Stock Exchange of Thailand, except the firms in the financial industry. The data
were gathered from financial statement of 232 companies, from January 1, 2003 to December 31,
2007. The method of multiple regression analysis was used to investigate the relationship between
capital structure and the other independent variables. The study had 2 steps. The first step was
multiple regression analysis using total sample. The other step was multiple regression analysis
using sub-samples. Sub-sample consisted of 6 groups of firms, namely dividend paying firms,
‘non- dividend paying firms, large firms, small firms, high profit firms, and low profit firms. The
results were as follow:

The results of total sample found that significant independent variables effecting with
debt ratio were profitability, tax rate, dividend pay-out ratio, firm size, and liquidity, which
arranged from high to low level of relation. Significant independent variables which had relation
in the opposite direction were profitability, tax rate, dividend pay-out ratio, and liquidity.
Signiﬁcant independent variable which had relation in the positive direction was firm size.

The results of dividend” /paying fims found that significant independent variables
effecting with debt ratio were profitability, firm size, tax rate, shareholder density, dividend pay-

out ratio, growth rate, and liquidity, which arranged from high to low level of relation. Significant
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out ratio, growth rate, and liquidity, which arranged from high to low level of relation. Significant
independent variables which had relation in the opposite direction were profitability, tax rate,
shareholder density, dividend pay-out ratio, and liquidity. Significant independent variables which
had relation in the positive direction were firm size and growth rate.

The results of non-dividend paying firms found that significant independent variables
effecting with debt ratio were firm size and liquidity, which arranged from high to low level of
relation. Significant independent variable which had relation in the opposite direction was
liquidity. Significant independent variable which had relation in the positive direction was firm
size.

The results of large firms found that significant independent variables effecting with debt
ratio were profitability, dividend pay-out ratio, firm size, volatility of the rate of return on asset, )
growth rate, and liquidity, which arranged from high to low level of relation. Significant
independent variables which had relation in the opposite direction were profitability, dividend
pay-out ratio, volatility of the rate of return on asset, and liquidity. Significant independent
variables which had relation in the positive direction were firm size, and growth rate.

The results of small firms found that significant independent variables effecting with debt
ratio were tax raté, dividend pay-out ratio, profitability, firm size, and liquidity, which arranged
from high to low level of relation. Significant independent variables which had relation in the
opposite direction were tax rate, dividend pay-out ratio, profitability, and liquidity. Significant
independent variable which had relation in the positive direction was firm size.

The results of high profit firms found that significant independent variables effecting
with debt ratio were profitability, tax rate, shareholder density, dividend pay-out ratio, firm size,
volatility of the rate of return on asset, and liquidity, which arranged from high to low level of
relation. Significant independent variables which had relation in the opposite direction were
profitability, tax rate, shareholder density, dividend pay-out ratio, and liquidity. Significant
indgpendent variables which had relation in the positive direction were firm size, and volatility of
the rate of return on asset. L

The results of low profit firms found that significant independent variables effecting with
debt ratio were dividend pay-out ratio, firm size, and liquidity, which arranged from high to low

level of relation. Significant independent variables which had relation in the opposite direction
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were dividend pay-out ratio, and liquidity. Significant independent variable which had relation in
the positive direction was firm size.

Both results of total sample and sub-samples suggested the relevance of the pecking
order hypothesis in explaining the financing choices of Thai firms, which reflected on asymmetric
information problem. This made firms not be able to find optimal capital structure all the time. In
addition, it was found agency problem in groups of dividend paying firms and high profit firms,
causing by much of shareholder density. This agency problem could be eliminated by share-

holding expansion to improve benefits and reduce monitoring cost.





