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1.0ODbjective
Thisfinancial topic has objective to specify clearly following
guestions:
+ What is capital structure?
+ What is global capital structure?
+ What factors affect capital structure?
+ Why does Corporation care about capital structure?
+ Why does capital structure vary between companies?
+ Why does capital structure vary between industries?
# Why does capital structure vary between developed
countries?

+ Why is Universal capital structure not possible?
2. Theories

Capital Structure

MM Theory without Tax < » MM Theory with Tax
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Optimal Capital structure Pecking Order Theory Global Capital Structure




3. Capital structure Affetced by:

+ Internal factors
+ External factors

+ M acr oeconomic environments

4. Data analysis:

Developed Countriesand Capital strcuture

a) According to data for period 1970-1985 ( Nonfinancial
enter prises)
+ Japan is Lagest user of Debt
+ UK and US arelargest user of Retain earnings

b) According to data for period 1977-1988
+ Debt equity ratio is high in Germany and Japan



Correlation and Regression analysis for General Motors
(USA) and Honda M otor (Japan)

|. Honda Motor ( Japan)

+ R squre showsthat 99.8% variation in capital
structure of Honda Motor is caused by Consumer price,
Tax rateand lendingrate.

+ P- test and F- test provesthat thesedataare highly

singnificant at 5% significance leve .

II. General Motors( USA)

+ R squre showsthat 99.9% variation in capital
structure of Honda Motor is caused by Consumer price,
Unemployment rateand lendingrate.

+ P- test and F- test provesthat these data are

singnificant at 5% significance leve .

5. Conclusion:

Macroeconomic environment do affect the capital structures
among devel oped countries in the automobile industry.



