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Abstract:

The purpose of this study was aimed to investigate the relationship between the financing decision
based on the optimal funds choice, and the firm’s market value. Since the primary objective of the
firm’s financial management is to maximize its value in the stock market and minimize the total cost
of financing, it also, aims to maintaining the wealth of the stockholder’s and increasing the profits of
its stakeholder’s. Thus, before making any financial decision, we should know its effect on the firm’s

value.
To achieve the purpose mentioned above, the companies which are listed in Malaysianstock exchange
were selected, over the period 2005-2016; where the data was collected using Thomson Reuter s
financial DataStream, to retrieve global financial data. This data collected was sorted, cleaned and
organized using stata.14. Through appropriate statistical tools, which included descriptive statistics
and the regression model.
Keywords:Financing decision; optimal financial structure; Equity; Debt; Firm’s value, Islamic
finance.
JEL Codes: G32, G33.
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el Slgey (3l & dazall Al Slpaze asd Ll Jpddl
Aot Ayl 3500 i s 1(O1)Jgur

O el I A 13 Sty R
Variables Shl Related studies Description
S x5 Freind & Lang (1988), Mackie & | Lev = Total Debts / Total
Financial leverage Lev Mason (1990), Assets
FINIE N Myers (1984), Titman & Wessels
profitability Economic Prof (1988), Rajan & Zingales (1995), Prof = EBIT / Total Assets
Sayilgan & al (2006).
ENUP Titman & Wessels (1988),Rajan & ]
Firm's size Size Zingales (1995), Size = Ln (Net sales)
Sayilgan & al (2006),
EWTUN Wessels &Titman (1988),Sayilgan | Grow=FA (ng -FA(n-1)/
Firm's growth Grow & al (2006),(:0”82 & FA n-l)
Susanto(2012), FA: fixed asset
Liquidity s Lqdt Cortez & Susanto(2012), Lqdt:= Curie% 6Asset/ CLT
FRTTNS Age Graham & al (1998), Age = Nbrs of activity’s
Firm’s Age years
JsoV G gl Tngb Gaud & al (2005), Tngb=Net fixed asset / TA *
Tangibility 100
Bodl 3 e Y1 oo PshP Wessels &Titman (1988), PshP = Market Price (n) /
Stock Share performance Market Price[ (n-1) - nf*lOO
Jlesi) bl BusR _ BusR = (EBIT / EBIT[ n-1
Business Risk Krishnan & Moyer 1997 usR = ( -1)*100 Ln-1]

Source:The description of the variable in column 4 in Table.1. Above is taken from Thomson
Reuters, (2015), World scope database: data definitions guide. Issue 14.3.

dadlally fdoed) 1L

o) 54 Sz B Slaglall SISy sl W G ol 3 oy 2l 2308 A ie 406 Lilys A i)

LU Al e Fosax ilSy ABT2 il Al oSl Juagy (02016 () 22005 e 2 12
oy syl de 1(02) dgor

ID:1,2,...406 n= 406
Time : 2005, 2006,....2016 T=12
Delta (time) : 1 unit
Span (time): 12 periods
Distribution of T _i: min 5% | 25% | 50% | 75M 95% max
12 12 12 12 12 12 12

DataStream .- slizedl oleglall s sluzeWU Statald. mely ol 21 jiaadd!
sl o) S itz Gz o) £(03) Jgur

Global Variables Summarize
Vars Obs. Mean Std. Dev. Min Max
ID 4872 203.5 117.2138 1 406
time 4872 2010.5 3.452407 2005 2016
Levl 4340 19.89642 | 43.54367 0 2322.1
Prof 4312 5.607754 10.5936 -224.822 127.7148
Age 4872 14.14614 | 6.996816 0 44
Size 4341 12.67424 | 1.305161 8.063378 18.57864
Grow 4323 1.204224 | 3.258869 -52.95 138.95
Tngb 4341 37.70676 | 20.42415 0 95.54089
Busr 3873 -1.80036 | 1264.899 -33692.31 44425
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Lqdt 4209 282.7785 | 519.5968 3.926417 25273.81
ShPP 4061 15.03779 | 61.2783 -93.13725 888.0637

DataStream .» slisnd) wlslall s slazeVUStatald, mab, ol 2! plezedl
A4 3] ¢ pane IS sally (9)loald SV a2l bl ALl lprd Slas Y1 Cogl) Slel Jgadl 2 m
Sl sl plane OF sn Lo 529 23.221 1) 0 0o ol s 12.896 cali(Levl) JW wl) dlan ot 20ill O
ade e Vs My ol JIseYl 3l a5ime oVaxg 2B e dane Lazg S Jlgal e BYs8 (3 Aoz
@ Bl (BUSR)JLesY! bl jie alasgy iyl e bk 2 JSTA LS5 (3 2 andl ) a7 Lnis
LV &5 g Slall OF o3y a3 bl2 T auhll die Slage Jlosl 2y 0L g b lag 020 (S50
) az s Lo g clgslassl Lof (3 Bgyy Wlsi o)l e L ez Y 2Dl g2l oIS e 281l 25502
444.25, 336.923- o LI I & 7ol5 sy 1.820363 — e o)) 2edll Lizo (BUSR) sah 2L
bl aasll gradl ud Lo sy
sk el e il IS e W gl L iag (o) 318 B oSG i Bl Bie Sl olane OF SIS S,
3dmeaSy amgeS om Lo lday (18,578 U1 8.063 o jadl sy 12.674 il 5y (SIZE) dgll o
I oo lam aSiladly 201 Lged) plas e sleasW) o BJU )01 3 Oyl pllad) o &) Slasge agd
g bl Ane Slawgs OF iy gy (PROF) &sLasd¥l 2201 jaze o3 a8 L ey (sle pd () ol
st Ulomzot 3 ) Gl (il Ltlaasl gf 3 lnsll Lhonnod 3 3Vl s @)l o Jle (g5t
(LQDT) g o el
) MY Ll b 340 3le Zinogs piads Ayl e Slawin OF 42 (bl Sl 0lay ddd oo 2
EA IR PI LYW UN P I i KU WPV

Balyldl z3g05 Slakes ki 1(04) Jgur

CEE population-average model Nbr of observations: 3736
Group variable: 1D Nbr of groups: 404
Obs per group: min=2
Scale parameter: 235.6279 Avg=9.2
max= 10
Wald chi2 (8) = 692.01
Prob> chi2 = 0.0000
Levl Coef Std. Err z P>éz & | 95% Conf. Interval
Prof -.2609134 | .022855 | -11.42 0.000 -.3057088 -.216118
Age -.7200979 | .0569622 | -12.64 0.000 -.8317417 -.6084541
Size 49517609 | .390742 | 12.69 0.000 4.191356 5.723036
Grow 1517609 | .0680604 | 2.23 0.026 .0183649 .2851569
Tngb 1212083 | .0162205 | 7.47 0.000 .0894168 1529999
Busr .0000927 | .0001443 | 0.64 0.521 -.0001902 .0003756
Lqdt -.0103722 | .0008427 | -12.31 0.000 -.0120237 -.0087206
ShPP -.0101093 | .003099 -3.26 0.001 -.0161832 -.0040353
- cons -34.31305 | 4.755916 | -7.21 0.000 -43.63447 -24.99162

DataStream .~ slisnd) wlslall s slazeVUStatald, maby ol 2! plezed!

Statald. weby, ooz oy o] B> @15 Eodl 2558Y AN 2yl Slpaze OBP>[7] %65 0IS713)
B b ) JleeYl btz ane tae 905 e T pane ISOp>z| o3 SO0 ad (odlel (06) Joidt 2wl
Wlas) Jis ante 5t s oipaas JSas aal 235l o s 005 s 3 gl

210 -189 - 2018 (19 ) saxi / 14 sy ISSN 1112-6132

205

Ly b JW& ool dls



S QW Gl (2 oyl Sl sl o e Al (20Dl] 5 gy o Bennnhl JWI 031 2ad e gud) L3 Stz T
Ol Cpdls 5

il Y1 WY1 5 gylenadt Bt (05) Jgur

Fixed-effects regression Nbr of observations: 3736
Group variable: 1D Nbr of groups: 404
Obs per group: min=2
R-sq:  within; 0.1820 Avg=9.2
between:0.0837 max= 10
overall: 0.0957 F (8,3324) =92.43
corr(u_i, xb) =-0.5333 Prob>F = 0.0000
Levl Coef Std. Err t P>été | 95% Conf. Interval
Prof -.251959 | .0230379 | -10.94 | 0.000 -.2971289 -.2067891
Age -1.121288 | .0683623 | -16.40 | 0.000 -1.255325 -.987252
Size 9.262974 | .6067534 | 15.27 0.000 8.073326 10.45262
Grow 2055729 | .0691249 | 2.97 0.003 0700412 .3411045
Tngb 1620702 | .0182381 | 8.89 0.000 1263111 1978294
Busr .0001743 | .0001426 | 1.22 0.222 -.0001054 .0004539
Lqdt -.007995 | .0008749 | -9.14 0.000 -.0097103 -.0062796
ShPP -.0087638 | .0030662 | -2.86 0.004 -.0147756 -.0027521
- cons -85.66812 | 7.369649 | -11.62 | 0.000 -100.1176 -71.21861
Sigma_u 14.646297
Sigma_e 10.242302
rho .67157612 (fraction of variance due to u i)
F test that all u_i =0 F(403, 3324) = 10.52Prob>F = 0.0000

DataStream .~ stisd) wlslall e slazsVUStatald. mly ol 2! ezl
Jsd! (552 3oy ciflas] N> ol =358Y1 (3 Bm)dl) 2ull Sliee OBPrOb> chi*=0.000 <5%01s” 13|
g (W aball ded) o 5l @l JlasY1 bl jane ON Je Lol lis gi> o 5700 44 (07)
el B Dlge Jam (3 Lawsll el M 03 LAY L) )
230 QW &3 3 sl e %0 67.15 0L e Lo Vs RNO = 0.6715 T 42 (07)J544 3RO e do>dls
Wgeed) (oY1 B godac I Bl ool (JlasYI bl At ) el o ) o i) 2300l Slpize
QY & sty (Impot) 2l (Zakat) s paseS” copl adlate Sliaze o3 Sy (oladd o

...(GDP)
a1 DY) ol 21,31 5(06) Jpir
levl | GROP | TNGB | PROF | BUSR | SIZE | LQDT | SHPP Age
levl 1.00
4340
GROP | -0.115* 1.000
.0000 4323
TNGB | 0.152* | -0.036* 1.00
0.00 .0161 4341
PROF | -0.236* | 0.3503* | -0.076* 1.00
.0000 .0000 .0000 4312
BUSR | -0.038* 0.067* | -0.035* | 0.428* 1.00
.0177 .0000 .0268 .0000 3873
SIZE | 0.186* 0.136* 0.05* 0.222* 0.126* 1.00
.0000 .0000 .0009 .0000 .0000 4341
LQDT | -0.643* 0.051* | -0.313* | 0.273* 0.066* | -0.118* 1.00
.0000 .0009 .0000 .0000 .0001 .0000 4209
SHPP | -0.089* 0.083* | -0.013 0.290* | 0.256* 0.073* 0.080* 1.00
.0000 .0000 .3829 .0000 .0000 .0000 4061
.0000
Age -0.002 | -0.042* | -0.040* | -0.051* 0.001 0.353* | -0.036* 0.048* 1.00
.8767 .0052 .0077 .0008 .9439 .0000 .0167 .0022 4872
Spearman levl,GROP TNGB PROF BUSR SIZE LQDT SHPP Age, stats (rho obs p) star (0.05) pw.
DataStream . slizdl wloglall e sluzeYUStatald, qeb, ol 21 jhazedl
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tab b QU L i) Sl B3e ek L oDlel (08)Jgad) D e
r=0.152<< of Wb ciglas) Vs il aSU (JW b)) ao Gmge 30 2 (TANG) Jso ¥l drsale pine OF a4 -
BMs lgdory ) SUto, 2003 sPrasad et al. 2003 o IS awl)s [ e Bl Slols me 3ilg L May 0.5

e Sleage & QU @ 2y (TANG) Jyo¥l ipale 0y Al Y5 135 g

S A By sl el Sl 3 8 ga LS e U a3l (PROF) 22 ooy 59 el =
ezl isf (3 A AU Laylian slesel 3 il L 31 51 (Pecking Order Theory) sl jslal
o B ) eds OF ud ) dosdl @ U Ly it e el el B3 PN ) sl e Y
. Zoppa and McMahon, 2002 s Rajan and Zingales, 1995 g olalys

3 Dl 8 e gl ol G5 s (JUI @31 po Bmsn s (3 (SIZE) sl oom e O] -
ihsf 8,8 Loy L iy & JUI Lablz alsy gl n 2JU) OhslazeVly SULY) e Joad) (3 Lagll 3 vt
B Sl Jam o) chog e g3l Lanls @515 OF 42 2Ll Slahlll ammy et Spie Slawill 4)ls
Booth et al. 2001, Pandey 2001, Prasad .et al. 2003 : J:

By Ay Al Wlsdlly Lol BY) legell b aglas B> @iy Al QW @04 sodl 3 ol W3l -
.Zoppa & McMahon, 2002, Booth et al. 2001 Il il Sluhdl a2 o oz o
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RUPEAE RO KPR EINE
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