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the impact of financial structure on the company priced value
Case Study a sample of the companies listed in the Saudi stock exchange during

2009-2012.
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Abstract : By the financing decisions the financial management is aimed to maximize the
company's market value and the rationalization of the managers’ financing decisions. Accordingly,
this study aims to illustrate how the decisions of the financial structure are made in a way that
increases the company’s market value. Thus, we test the impact of financial structure on the value
of the companies listed in the Saudi stock exchange during 2009-2012. The study covers a sample
of 79 companies spread over 13 sectors.

Panel data method has been used to study the relationship between the value of the
company as dependent variable measured by the market value to the book value and the following
independent variables: financial structure represented by three debt ratios, profitability, the
company size measured by the Logarithm of total assets, growth and systemic risk).

The study concluded that there is a significant relationship between the ratio of total debt to
private funds, the ratio of short debt to private funds, the company size, systemic risk and the value
of the company on one hand, and non significant relationship between the financial profitability,
economic profitability, growth and value of the company on the other.

Keywords : Financial structure, the company's value, modern financial theories, panel data models.
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Loty 1.002 jlic b5 3 el ded OB sy 34> » DTCP @l WIS «f f <1.002 50>l 50>~ DTCP
Sl ad g Ol Ll B B e BV Dy oy

Bl s el aady S el 0pl Gy S B 3 gy man WLy - 0.717 (by) Al el aed el
Al i B Ul S 55 i) 0 LWLy 0.717 jlais jziss PBR 0L su g su> 5 DATCP i 5 Leis

fad Lgme @3l 3y 3u> o RCP @l LS f S el sy il sV 20393 0 Gy Lo g0 30 54
PBR s RCP oy &5 b e 59 5 4S5 L 1da 3 0.910 (bs) il ol a3 iy e 0.910 axad e as™ 2l

sty s g BoLasVl A3 g Ll ool STy dnSe de o i) dady walas) Lo L p B
Lho 55 3LV 23 93 1) O iz (L5 -0.864 (by) S i) jadl aed b o 0.864 laic a5 2l aed oai)
PBR s

MBS ) Bad il By s BS ) B paie 305 LS 15 — 1.089 (bs) il el aed il
O o W8S B 2 Logaw B b 15U 8 15,20 e Jo LNAE o 5 50 0F (6 1.089
S aad Bab ) Jb S pdi ¥ Ol g Al sas

o — 0.067  (bg) il i e il o 2 Aad 5 gadd) Jdes Gy Beke B sy U o) £
v 2SSl BN e Ll s 0.067 o)) L 30 Bad coadl Sualy By gedl Jdas 5y ST (ol o gl
.PBR ; CROISS

AT, e 3345 ) o STy B BBl QUL sl i e Gl Bl Bl bl oo
Galladl blall op s bl B3l Ul i ade s 0.413 il )y (by) Sl pad) ded oS5 L 1dny 0,413 luias,
.PBR & 2l a3

L b jlie a5 ol Jadons 4580 Gad OB Bay 80 3 W 3 edl 3 alied) ol gl e J g5 Ltie ¢ 3 ol
.CS}Q.;J\L;;L;;-:Y‘SJWA\ <) sl u.el.’ ol b i

G B e WS UL BLoYL (JSST 25 sell 5 8 Al L beed) sl Y1 V) las) SN e 23 0

D8yl Q) & geme 12

v ilas] WYs ol BMe Hls eS8 1) L wad z35d 3 5l OMleed) aslam Y1 &gl JlasY
«(DATCP) & szl 0 2l ds (DTCP) 0 0l e s 1 &I alind) o) ity (PBR) 87201 203 ol i
Hlly (CROISS) sl Juse (LNAE) & 20 o (RE) &3LasV! 4555 11 ((RCP) aold) JIgal) &35 0
P S ool el s (5%) 0.05 o aol (Pt 3T 13 Bslan] & siee Jubeoll w1 J g5 2ot (B Ballad

HO . bJ =0
Hy:b;#0 ,1=0,1,2,3,4,5,6,7.

AU ) el ¢ Jalne SO A5Lam YV & giall e (8) o3, J gl I ey
OT@L&'Hl J@)Hoﬂj w)OOSJAJ-&»‘a\ ad) 0.000(p>|t|)t3--:33-1)—3”&1-334.8095th3--:3Zbo
¢ %99 B3 (< s i Blar| & gine d Al Bie 5 (S s A1 UV el

110



2015/01 232 — Agllall 5 Aymalaall cilasd Hall &y 530 5al) Aladll

Of sm W Hy Jei s Hy 285 405 0.05 0 ool 25 0.000 (p>[t]) t 203 & sime il 5 3.75 (5l € 20 1 by
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2009 & » s <Ronald W. Masulis 1983 <kaifeng 2002 ¢<Arsiraphisit - Mohamed ariff

ke (Modigliani et Miller 1958 aul )l s lasy . sedl dldl o 20 Ul 3 2003 sbe 3502 e
Wgdany LoV B i) e Lol 8 0 S5 10y L e g OLe U5 2012 3 dds Oldon — ()
B gine 13 BRI 0da 38Ty (a8l Aady Aol 1) ) 8 el O sl Lolie QU ISCAI y 38e 5y W2
OF i Moy Y717 o laie L 387 20l Aed jabss 52y 3d 8 eadll Ol ¢ L)) B (3 QUL caslan]
@ Lede slaasl e Bl OS2 e (ot adey S 20 s e U b S pdsid Y el O )
L™ adl 3 U adle Sy gl G e o) o o Bl )s Bl ol iy L0l e w8 )3 A
B e ade 5 ) Lo N e Lol 8 0SS 1 e sl L oo gd Olde Ul s Ll il
Bad w5 5 Sty b g I B L1 6 sl Wl 3y lan] Bgae B ) 358 Ak W 2o s L b L3
G ) s ¥ a QWL W 2555 Ml ae Vs pand) el OF e Ju ey (9091 s i, 2))
055 M5 Ll Je 2005 solall s Aty FAL) Ll plem B jl) 2 jlas Bzl odia STy AST,2)
" Ngady o g W Lo ) e LT s
S g Alas¥l 2ogs M g L)) Al (3 dlas] Bgme W ) 3500 Aady Bolasll as g M) op B3 L4
U g e Jo il aad e ) pises ¥ Ll 2 130 9086.4 Jole L3S A Al (aies as
S 2 e ay il s e oSl s s sy Y 6557 (85 08 0 smdl ained) OF s oy s
gz oy (o ) J L 1 e ) 0SS 1S el o el
RS Sy B g BS ) e g Ly lgmady B e e ST ( Blan] Bsiee O3 Be 34y WS
Al e ) e Sy Jerts Y 0l g 1 g ge OF s OF (Sa ke s %0108.9 o i e as 2 2
A Lo il e Ll 8 0S5 18y ol ey sbe ssa e e ST Rl Bl e el sds ol
M pd o ey
AT al Rad adsd By S g sed) g L Wl (3 Adlas] Bgae U ) 800 Bl el p B L6
M3y dwsladl o @) o Y1 o ey S0 Red 1) 8 fexien ¥ el OF o Ju a5 (9606.7 las,
b p
Bl g bu g Beallad)) bl o)) LalSTy (i 8 aslax) By gime 13 @8Ne &S 2l Aedy Bollad) bl oy by 5 7
PLCER ENCIRJUC AT PR B RNUR Y PV ENC PN PO TG 73 WA KV SN [ SO R PPPRCINY
53 o 13 ddaylud! Ao )

lam hyme 33 G0 LW Sl :&wu\)mw)\@&;y&@ug\mdﬁwudww

2012 2 1) 2009 e szald 5 280 IS (o3 gmedl QU G5l (3 2 ) 3 snd) ST 20 203 e 48

: Ol 5!

AU s cled) Joo sl i) o sly lo gl e s ezt ] Ll
¢3S al) aad oot ) et o Opll e w301 13 BN (3 Bk O s sl o2 Je L]
oo Y @l e bty abgdall 0l e des OF a5l &) Wl (3 Bl OS2 Je g2
¢ (@ gl b dlally & @)l O gl

112



2015/01 232 — Agllall 5 Aymalaall cilasd Hall &y 530 5al) Aladll

LS s g (plaill o Jaadly plad 3l Jame Blel e 0 pall Blele) J o ) ol Je 3
3 anl Ny W s Al 4 L ey i) Ct Y (ol jaizad) 058 (ol el ) JU T IS )3
¢ a3 b 3 blully il oy B OF Le (a7l B e @ 01 8 Jemiad ¥ Slings 11 0T e s oyl )
Jorl o Lede 58 A1y LoV 28 5l el o 55 5l) ol sally sl L ATy ol oy 23 gl IS, 20 23 4
NEPCRUY Ry

L JaY1 g J gl ke —

) gy Al O i) G B Y1 Selee B gz 0 01 03, J sud)

Variables | PBR | DTCP | DLTCP | DATCP | RCP RE LNAE | CROISS B
PBR 1

DTCP 0.0190 1
DLTCP | -0.0816 0.8345 1
DATCP 0.1116 0.8415 0.4046 1

RCP 0.0688 -0.1689 -0.1482 -0.1350 1

RE 0.2560 -0.1383 -0.2433 0.0090 0.6435 1

LNAE -0.3880 0.4671 0.5824 0.2042 0.1603 0.0525 1
CROISS | -0.0612 0.1306 0.2209 0.0002 0.0131 -0.0969 0.2081 1

B 0.0138 0.1362 0.1357 0.0930 -0.3912 | -03097 | -0.1119 0.0805 1

STATA.13 ol 25 il,ddl ©ULy e sVl iU slts] e gubaal

gl ) il Hle) il e 0 02 J g

Al p-value z &l ydal)
il )i dgapae 0.0040 2.6524- PBR Sl il
Baagll )i dga e 0.0173 2.1128- DTCP _
sansl) s dsas 0.9984 2.9391 DLTCP 3
FENPSCENRPENPPNTS 0.0040 2.6531- DATCP
sangll s dgmgare 0.0000 6.2531- RCP 3
sl s 3 0.1962 0.8553- RE 5
sl Jis asns 0.9756 1.9707 LNAE
sl s dgagaae 0.0000 4.9970- CROISS ~
sas sl s gmg i 0.0008 3.1586- B B
STATA 3 s 2y anh,dll wlly e slazeVU oLl slie] o 0 ydaal
g P i UL | L U PRE L
4ol p-value ‘ z 3 yciall
san gl ia 3 0.1703 | 0.9529- DLTCPD | )i, s
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saagll s vy e 0.0166 2.1293- RED BENPRTE
Bangll s agm s pie 0.0000 7.0592- LNAED ba )
STATA.13 w2y inl il wbly s slazsVU iUl slas] e 1yl
Bruesch and Pegan LM L1 pils n2 g 1 04 J !
. XttestO
Breusch and Pagan Lagrangian multiplier test for random effects
PBR[firm,t] = Xb + ul[firm] + e[firm, t]
Estimated results:
| vVar sd sgrt (Var)
PBR 1.631638 1.277356
e .3142001 .5605355
u 1.11278 1.054884
Test: Var (u) = O
chibar2 (01) = 119.41
Prob > chibar2 = 0.0000
i) gl g a0 bl s il e 05 (35 J g
&l_ydiall | @l A | ) gdad) )
Dep.Var PBR
DTCP 1.002%** 0.262
DATCP -0.717** -0.0516
5 RCP 0.910 0.965%
Z RED 0,864 0.699
8 LNAED -1.089%** -0.890%**
8 CROISS -0.0674 -0.0980
B 0.413%%* 0.340%*
Constant 1.059%*%* 1.405%**
Number oF Observations 237 237
R’ 0.1433 0.0951
Prob F 0.0013 0.0252

(p<0.05) %5 (e Jil da )2 2ic 4, sina®*

Syl s o) S bl i il e slazeWU U slae] a yibeald

(p<0.01) %1 (3o JB da 3 Nie 4 gina ¥%

Hausman Lz 55 g 2 06 o35 J 3!
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. hausman Fixed .

Coefficients

(b) (B) (b—-B) sgrt (diag(V_b-V_B))
Fixed Random Difference S.E.

DTCP 1.001838 .2619601 .7398775 .1806302
DATCP —.7168849 —.0515631 —.6653218 .185656
RCP .9098459 .9652086 —.0553626 .2821464
CROISS -.067365 —.0979536 .0305886 -
B .4125112 .3401235 .0723877 .0247368
LNAED —-1.089322 —-.890083 —.1992395 .0594347
RED —.8638847 .6991166 -1.563001 -

b = consistent under Ho and Ha; obtained from xtreg

B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho : difference in coefficients not systematic

. hausman

Fixed Random,

chi2 (7)

(b-B) ' [ (V_b-V_B) " (-1)] (b-B)

—-2.03

chi2<O0

==> model fitted on these

data fails to meet the asymptotic

assumptions of the Hausman test;

see suest for a generalized test

sigmamore

Coefficients

sigmamore L= @l ne 0 07 o3y Jsud)

() (B) (b—-B) sgrt (diag(V_b-V_B))
Fixed Random Difference S.E.

DTCP 1.001838 .2619601 .7398775 .1972754
DATCP —.7168849 —.0515631 —.6653218 .2112951
RCP .9098459 .9652086 —.0553626 .3346541
CROISS —.067365 —.0979536 .0305886 .0289984
B .4125112 .3401235 .0723877 .050444
LNAED —1.089322 —.890083 —.1992395 -.1463027
RE D —.8638847 .6991166 —1.563001 .3949331

inconsistent under Ha,

=)

consistent under Ho and Ha;
efficient under Ho;

Test: Ho: difference in coefficients not systematic
chi2 (7)) = (b-B) '[(V_b-V_B)~(-1)1 (b-B)
= 24 .94
Prob>chi2 = 0.0008

Coldl Y Z 3  pls il o 08 o8, JSHI

obtained from xtreg
obtained from xtreg

- xtreg PBR DTCP DATCP RCP CROISS B LNAED RED, fe
Fixed-effects (within) regression Number of obs = 237
Group variable: firm Number of groups 79
R—sqg: within = 0.1433 Obs per group: min = 3
between = 0.0030 avg = 3.0
overall = 0.0000 max = 3
F(7,151) = 3.61
corr(u_i, Xb) = -0.4559 Prob > F = 0.0013
PBR Coef. std. Err. t P>t | [95% Conf. Intervall]
DTCP 1.001838 .2675134 3.75 0.000 .473285 1.53039
DATCP —.7168849 .3402745 -2.11 0.037 -1.389199 —-.044571
RCP .9098459 .6070059 1.50 0.136 -.2894757 2.109168
CROISS -.067365 .1329019 -0.51 0.613 -.3299525 .1952225
B .4125112 .1482824 2.78 0.006 .119535 .7054875
LNAED -1.089322 .4509161 —-2.42 0.017 -1.980242 —-.198403
RED -.8638847 1.615377 -0.53 0.594 -4.055546 2.327776
_cons 1.05884 .2207326 4.80 0.000 .6227164 1.494963
sigma_u 1.3495421
sigma_e .56053554

rho .85286566 (fraction of variance due to u_i)

F test that all u_i=0: F(78, 151) = 12.03 Prob > F = 0.0000
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Skewness/Kurtosis o g w5 1 09 o35 J 5

predict residu
(option xb assumed; fitted values)

(79 missing values generated)
sktest residu

Skewness/Kurtosis tests for Normality

Joint
Variable | Obs Pr (Skewness) Pr (Kurtosis) adj chi2 (2) Prob>chiZ2
residu | 237 0.0000 0.0000 0.0000
3 St . . a
robust ;L= st G 1 10 035 J g
xtreg PBR DTCP DATCP RCP RED LNAED CROISS B, fe robust
Fixed—-effects (within) regression Number of obs = 237
Group variable: firm Number of groups = 79
R—sqg: within = 0.1433 Obs per group: min = 3
between = 0.0030 avg = 3.0
overall = 0.0000 max = 3
F(7,78) = 2.58
corr (u_i, Xb) = —0.4559 Prob > F = 0.0193
(Std. Err. adjusted for 79 clusters in f£irm)
Robust
PBR Coef . std. Err. t P>t [25% Conf. Intervall
DTCP 1.001838 .3742227 2.68 0.009 .2568174 1.746858
DATCP —.7168849 .324209 —2.21 0.030 —1.362336 —.0714343
RCP .9098459 1.326733 0.69 0.495 —1.731477 3.551169
RED —.8638847 1.773219 —0.49 0.627 —4.394093 2.666324
LNAED —1.089322 .4243067 —2.57 0.012 —1.934052 —.2445927
CROISS —.067365 .1062527 —0.63 0.528 —.2788979 .1441678
B .4125112 .1557014 2.65 0.010 .1025335 .7224889
_cons 1.05884 .2789814 3.80 O0.000 .5034303 1.614249
sigma_u 1.3495421
sigma_e .56053554
rho .85286566 (fraction of wvariance due to u_i)
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% Hausman, J., "Specification Test in Econometrics", Econometrica, Vol.46, 1978, pp.1251-1271.
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¥ Micro econometrics Using Stata, Revised Edition by A. Colin Cameron and Pravin K. Trivedi on

Stata Press, 2010, p.261

Gy siin b gteorle Bl o ol Byl BslaV) B gl 28 e L, Ol 5 Bl s S KA 30 23 el éu,)aﬁ
210u’ 2009 c:tl.i)j Amal>

10 Baltagi, Badi H., Econometric Analysis of Panel Data, 2001, p72.

" Modiglini.F and Miller. M; Corporate income taxes and the cost of capital: a correction,

American Review, vol 53, 1963.

2 Anup chowdhury, Sumanpaul chowdhury, Impact of capital structure on firm’s value: Evidence

from Bangladesh, BEH - Business and Economic Horizons, Volume 3, Issue 3, October 2010, pp.

111-122.

B Oraluck Arsiraphisit; Mohamed ariff, Optimal Capital structue and firm value-australian
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Opportunities" Paper for EFMA 2002, Annual Meeting.
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