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W Gendl A58 dad o GlulSad) e Gy e iy
i3 o J) Flannery and Rangan, (2006) il
@lall o i) gl ) JERY) S dliey o
A Aed o paaillyy @lld o)y e leliald (Say S
dSaed pdlidlly llsall (g Alalddl ()l jpsa 58 1ag
o e san Ay (Trade-Off Theory) JWi
A Gl e sy JW ) ISl dieY) (s
Loadiiea) 4l cpall 3ol Al daiid) sie (gloc
(Shyam-Sunder and Myers, 1999) daall L&l as
On Al 4yl of Brounen et al., (2005) Sk,
(Trade-Off Theory) Jull () (<! pilialls caglsal)
Laly Jlal) () JSgd Jie¥) (gsinnal) IS (4o Jaih ST Y
Ao A58 Lt U Gl dlid DA e
agals 8 Gl ol die i) gl ) sasel Ll slas
ssiad) oSS J8 o) e (gsina lgaladin 35,80
O Olsiue die Gl Loy 1Bl udy Loy Sy
LY (gsinaall (e JBT

o el AN iphs il e 4
@il bl wms Al (Irrelevancy TheoryJll)
Ale A p b & 43) Modigliani & Miller(1958)
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(Cross- kil clildl Jidasl  Regression)
S &)l sgie m Al 35a5 ) sectional Data)
> EQUUVIREIIKE R PRS- WO JCHT W IO R PN
Jasall alasind o<1 Lsall oyl dplail gylaill Lyl
Jisall i Jhlae cuind e 3Ga Raw oually
Jusall I LB o) csal of Jlsel e S
Cilaglaall Bl ade (oSS Cunay Ll ¢ Y aeaYl
Adall o gy @l ) Gl sl By G
Alaiin) e GlSal pady saaid) Gl & ol
ade W DA dabid) dlénw) gall Jisal pall
Sie sasiall ASLeallS (a1 Joall b Ay peiall dalaiy)
shaiu)  Adedeji (1998) Jias sasiall A<lodl) i
B o ADle a5y I Baskin(1989) dsmgie (s
A Wl 8 Allen (1993) Wi ¢ Ll adlly léaa)
pend) Gom ol dlld Ty Ak Do 3y ) deass
DB e a3 ) Gligadl e aall daly Y
) sy LSS e 6wl dypall e cilS)al
Jla ae S glip) ) Al laay) s
plaaiuly Yuan(2012) Jlas  cplall By claslaall
(Panel Data daksall dpeill Judludl clily Jalas
il Jde Jd) oyl b 5 s I Analysis)
G onll S Gl g liy) el Jley  dylangy!
Bl JB Lhlaal dsm W GLOU geall Gou
S ey ¥ Loy (Assets Substitution Risk)
Jaadl i) pasll Gam e led il s
bl el e Bl bl aali
Adelegan Wi .(Underinvestment Problem)
@bl Jddas aladiuly Juass 28 cand Ariyo  (2008)
ChE Gn ABle dmy () dpekid)l dedll Judld)
Sl L) Slsiee o e ¢ LY Jagadl)
Sl L aay A AA 3 aadiusd) cpall (g
Oe a3 Al Gliseall dgags Jlll Gy G Al axe
Jusall e Jpmally JW Guly Gom ) 4S80 Jsa0
Jusall LA bl BY) udy La sy dpedls oS,
gl A58 GE e

Al o lial) (e 25 e A,AN 15 Y o5
e (mliaily AN 0L L plua ULy Gyl
Apmr ol el alasiad T YDl T (35l 4S50
shlias S AShe 8 Y g 2l ) Laily dillas
b gy il el 5aly3s Al 5 ey OlEY)
Al ey (e S50 Lgiias ) Ayl 5 ila
G Al JalS Y A0 Jpmy ) Aiba) eyl
&8 e s L osay (Full Borrowing Capacity)
ot oo lelas Jdlby dplinuad) Whhlg e
Craalad) 355 ardaat b aalis Al dagyd) dylnay)
.(Shareholders’ wealth)
as,all 8 (Financial Leverage) Wi adjll o ¢l
& Al ahlall Jde Llagl g @lld old (diadsig
(GO (ol s UK CallSs (alaasl DA (e 4S50
S A Jesi B G el i s gl
Borrowing ) dsali@y) lgdls lad &80 s
Gl Lspe (e adpe i) Y1 Gdle (Capacity
el Lzl e 5l lhenyy dplnay) 4S8
Lol Aligaill jaliaall 58 gl Aaliall dy)Laiiuy)
G oAl all g pall gge gamlaasl ol VI
J) ssimsall o s bl 255 ) (535 23S,
(Negative Target JW o) ISl Gargiwdl
Gsiue gl ) Ll Jlall G, Deviation)
(Positive  alad) bl 3la, 4,30l Il «8))
Glisine 4 0S8 odillall NS 45 Target Deviation)
S BN Gl e osam W )
(Target or Optimal Leverage Ratio) aagiwall
ALy 48l @bl Lo dale GlulSas) Lgia OS5
i A Ayl 550 il e Laagl D o
c o) alaainy dam S,
Al Joall 8 elow luhall e LI Ciliags
Oy AnladYls Aulud) Gl e e 3 shidl;
Gl & ASHAl 4 Josall iy L) )i
Ak Hadiuly Baskin(1989) Jeas 4! saaial)
( Ordinary Least Square dualicy) (s ypall Cilagyall

Glgee cul€ 13 L
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gsill 1 Jadyy (Panel Data) «— caymy Lo ga5 dmkaiall
Cross-) dushaidll bl (e 8 Gaibad iyl o
Time-) 4aell Juddl <l (Sectional Data
obill) Qi) bl (e oyt e el «(Series Data
e dsanll 8 el Jl) pailadll ga LI gAY
Lolal) Ly laoldie] oSy Allad iy o€ il
Bla) . (5.3) el b deaiilly Letnje iy Lilanly
e kel 8 ae by bl e gl 13 alasial o ‘533
Gl Aadinl e el a8 Al Al aaa dogiae
Juldl @ik, 4 (Cross-Sectional Data) kil
vie JSlie cus B ally (Time Series Data) 4o
olaady) Aales yad
adaiall ~Agiell) Judlaad) iy 7 hatuls gen & Al
bl e e Balall dygd) AW )l e
Laalol) S5l Jila ey cdiall Cpaca dadlsll culS i)
sda gy bl GV A opnal M) A,y dalal)
Olee dayn aise oy daere palil e bl
Gl G5lE pad Cus . peall dalia 8y 35 ST
QA a8 By Je 1998 4w Jandlly 1997 4ald
OOY) Vlan pe Lila 8L e ad)) Ll
daaall @lSyal s adh Apalladl JL Gy GBlsud 4805l
CASHa (257) 2015 ale Al s lee daays b
iy e 2.3
& Al QAN e e Al adiae (S8
A8 241 Jlls 2015 e e i plee daays
73 eluall pladll dug) clelad S e e
Gl el oa (B A58 5T Gleadl) g lady 354
A3 117 I g )
Slo blacl lalaal &5 si glilys Al due L
et suleall (e daall
(ool plhadlly Il pladll s slagiad .1
Yol 5 ae zlesl Ayl Ll Jumn A Gl ) il
b Pl eluall gl 8 il GlSs dE s
Aelgln Galay o Wbt 5 iyl
e Jpanll 2y ol il Gl ppen slagid .2

Slo U @l A didas ) caa (gR) Al
Ssdall V) zisa datiuly Apldnay) ASA) @l
deasi eV gpuall clagyd) dipl cuila ) il
S @ g A Franklin and Muthusamy (2011)
G Y A e W adl ghid (ol
Ll Crend caaall T clafinly JAuhl) due Sl
S Ads e S A e CISHA)
Sl a5 e Al cls Sy ddaugie <S8y
pasll GG 4 ezl oS dplanay) il e
Wodhugdl G 40 3 Al (S aly syl
bl e S adll 5 gy s Aivazian (2005)
Glapl Aipla aladiuly okl A )l
Lo QA et QUL Jdail d0lieY) (g puall
bl cliag (1999 —1982 duesl syl P Ayl
CHWlly Ju) adyll sse (g dpSe ADle agm
Gl g ) () ad) s o)) o) gmyy L)
Jea 3 Lo gty lagledd) Sl are A A8l pall A5
pan b pail ade (il ) We cpaly Jasal
K5 Loy Afigud) 480 ol palii iy 2880 cofyaiin
Sl il Ll ) G ) Al ) clag Lo elly
Se sa DY) CISE e e oY) clSal b sl
S g ASD A (058 ps YT 8 of e
a3 Y1 5l b ade b Lassas

85l (Ao o gim Al Qligall oda Jie asng
paxiuaal) () dliy IS e layili DA (e Ayl
0o el o Qi o il gy Llaal) ) i€l ady o
gl g alant 4,80 Ky odie (53 JiaY) (g5iandl
AN it Jall deju ool F e sdle
A8 bl S o oSe Aoy wasay Al b Cilady)
s Dy ) el depuns AN g dplainy)
Siay puanipall COERY) Ay AT ) GBow (e i
il USO LS ypeal) Hlailly AeS sl

Al Lagia .2

rea Gk Al clily 1.3

bl Al Ll Caeasiad duhiall Calaal (el
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180 Gl e JW Gy JSued i) i) e
. :‘..DLA:\LY\

Neaative
INV = 7g + 71 TRDEV;

Positive
79 TRDEV, +75SIZE; + & 1

o Cus

Jamay Lilie t 4l 8§ 4S80 cllanad @ INV,
Ll 4530 s sail

JS (s5ime e bl GlaiY) g5 ¢ TRDEV, V@20
Gade) Gl Gl gaiee laay¥ (Jl)
Wl Gy JSed (Ball dsail) z3sa (o Al
aadiul Al (Partial  Adjustment  Model)
dcyu wluia¥  Shyam-Sunder and Myers (1999)

W )y JSsed Jaaetl

G i 0o A e B (LY, LV, )
dansty Lyguma Il wdyll G aladin) 25 a5 Jll

Jsad) Jea) (e psadll ]
G0 ASa W adl) L i) sl LV,
Clatialianen. Ly Gle bl cadel t Al

Lyl 558 DA A58 ) 1)) dasd] sles) Jass sl
Sl Gy ISl Jia¥) (gsinnall bl yigaS
) -1 A g0 Al W) ad ) A i LV,
(AL

Wl B Giadl ge Qe oS e
il W bl dus culS 1y (TRDEV,Y@20)
(Target or  Jud¥) sl e Jlel (Actual)
Cagadl  Ghayl ) awal W Optimal)
Jil L gyl s (S5 i () (TRDEV, 1)
Gasall o bl Ghaty) Cuays JiY) (gsia) (e
(J5Y) Al z3sad) (A1 laniy) Alilee ol Ll
p ) e

@ ol lealya) a3 Al el @l Jadiy clgilily JalS
2000 sl 2m Lo Gsadl

51 slaiind ) odlel duall L) jnlea Gubi gl
Lelua 45,8 265 ddle 4S55 1175 daead 45,4
DA 8y cdaelia 45,5 47 e Al e oSl
(Cross  dumladall —dgeill Judladl clbily caeasial
auhall 358 P sectional-Time series Data)
o Al claliadl 2 il a8 (2015-2000)
saalie 720 4uhal) oda 3 lad¥) clalee i
Hair b dgay coen 2aal) 138 iiags ¢ (16%46=720)
laalde) (Ko il e Jpamall LS et al., (1988)
Auhall cilicad lady

: lgEhiay Aubal z3i 3.3

e cha) e i elaiin) ) dudyall sda Cadaa
& LY (ggime e JWl Gl JSel i) (gsinsdll
Auhall o Gaiail il zdga ekl duaY) lS)Al
Gy o sl Al cluagd il odled
s Bl Lalud LS Aol ol priay Gyl (o jea
Gl 4 adiul ol zisa aag Y Calll e
Gl e A Aoy o ARl elaginy ddl)
Sl oY) L) sgimes JW Oy JSied )
35ny S5 Al (gyla ks dba Sl Ga dualyaiad
Zurigat and 4 Jiag L ) dila) clegin 4Ble
Gl 4 liwy) duleal Gharaibeh (2011)
& Dl spay o 2y Al clsall delial)
Ll saite S0 Gl Jrags Y1 8 JW) Guly G
4l Jasi L J casl ((Financially constrained)
Ly @l o) ) (Zurigat and Mwalla (2011)
asi lSpall dll G Y1 Jla) Gy JSaed il (g 5ie 2083
(Target adjustment or il 5 Jhaeill lesy
chy JiY) ssiedl e il asas e Correction)
oy (s (B AW el sas I Gl (gim s3
Dok S G Lo e Bliy e e oY) 8 L
LD dlan ) Cullulls lalls 30y ol z3sad
Cala¥) e 1 HlaaY @iy deaadiaadl calilll e 5l
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LAglinay) 48,3 i Je Wl G,

o e B i) e asall Gabat) Ju
OsS5 of il (pas i) (gsiasall (e JiT e ad)y daass
L Aamidie agllsy ) gl QoY) ddlaal
Liigym e iy g Rl Al (e ady Loy
el par pe Al cund (e LeiSay L e Al
G omliasl o) Gl ) el danyd) dg)linny)
A @l s ) asan JW) oy S ol
dupall il 20k cula ) el e Al
Jany) a<,al @y 8 1) L (Tax Benefits) 4<,all
gl JU Gy ISl i1 (sianall olaily Layys
Aoy oo Ll i gsiwd) @l e Il Gl
(Speed Rate of Target mawaill o Jusil
Cadlsilly daiid) aas e adxs Al Adjustment)
dadiall dla J8 Sus cpall ggiae 32y oo Al
e Adedll el 2yl At i) WIS cpall (e A peall
e sl Ally a1 el (Y i) (ssid)
e s (DeAngelo and Masulis, (1980))¢sll
Cagall Ghat) asns 3 O @siall e Al G L
Al 4y pa il Jise e 48,30 5,08 30l )
paa Bl ooy game Lo sy Al Ay
el Al LY e 2 Y Liag A5 )l
Ssia QL) ae dplain) leuasd Jisai o 45,40 5,08
JuY) gsindl ) Qo Llee dafi sl (pall
g ey Gl e QLG aaa aalp JUll
(Target Deviation ihay! asa i G du)al)
L@l ey aglanwyl 43l ald e Size)
AL @l ADle dlla " ol e pan Al A1 A il
ML) A8 iy Calad) aaa G Al

Alas) AYa ) ke ADle @l AGE dud bl
Oms JiY) e oo Ll Ghatl %5 s xie
Jglenu) 48,8 ¢l

A CllSs o ) gasm Ml 2d)l A gl ¢
(Assets Substitution 35,0 Ja lalaa e dastull
ooy Alaal oy ) dile) Ladlsss  Problem)

ES gl ge Gbadl (LV, - LV, ) i
TRDEV, - e Gl Wl LS JW Gy JSid
Gpiie ) Aemdi (Se @y tAdl G T A5
Lyl G.*}‘“"’ o TRDEVitNeaative} TRDEVitPositive
A e bl Cansall Gl R B e Lalin
r Al il e jlany)
TRDEVitNeaative e

=

TRDEV,'**"* = TRDEV, if

LV, — LV, , <0 and zero otherwise....... 1b
TRDEVitPOSitive e
TRDEV,™"* =TRDEV, if

LV, —LV,_, >0 and zero otherwise....... le

IS Sl e liatin) (Say aaly J8) laad) dlaes iy,
Sl ahlf e Al cagdl Gba¥) e
sl EDlelee 8 ) bl L osas dulenay)
ilaal ANy @l (Estimated Coefficients)
o Qlldly el Bl Guilad sae o lalinlg
olady Wald Test  alasiul 2w ldnuy) )8
(1)S dad culS 13y, =y, o b Aarall il
abyin Wl %S5 o %1 (s5iuee die dblas) AV il
S osS axie Abadl dnmd) s Aesadl daa il
e dplanay) ablal Je Gasaly Il Cal syl
. (Heterogeneous not Homogeneous) L.l

Sleay xball She Il Lulis 485800 aas  Size,
AS A Clagasa

L) cluap 4.3

o S e Glaty) T el Al sda Cangs
e luall a8 dg)linay) il e Jud) Jull
Oe Anall 5l DA ples days A Al Al
axall i elaiinl ) carg WS 2015 L 2000
N ol Lailaie chhill @l e Cihat) i 813 Ly
Taldie | duay il jp a)f Lokt 5 CalaaY) el sl
FA)l g gamsal bl el e

sie dglan) ANY g eyl T ellia z dg¥) dua)il)
JSe! B sl o gl Al %5 (s5iua
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Jilcie 5 o Gulaie e 1 Sl (LAY duk @
A chl e B ged) e cabat
Jgylenuy)

iflas) ANs 53 ey i Gla cdagl dudadl
Ayl lehhi e 4,8 aaal

exx o dand Al QL) (e paall IS (g
Wi e pabdl Yl delsll e 4S50
pacy Al lly LY IS e yine Lg3s8) Ay lain)
Wlasl gl (Warner,1977) sy cloded) Jila
oasi Cua ¢ AR aaa a5 ae JE LgadlSag OUEY)
&t 5l @l o (Titman and Wessels, 1988)
Bppall UG G QBN dme Jily ks
Lo sy dmidie CallSy (@) e gy i)
by 45,4l aaa (g dnlay) ABDle 2pay e Jy
ol Rajan and Zangelss(1984) (s ¢ 4wy
Cpal) e daslil) SN Calsal daye Jal 5,00 gl
A5a) @Dy Byl Ji AlSEe sas (@lid) o
o Doukas(2000) sy <lld aes cAaiiye lileca
ST s AS ) s b g i) aals 5yl clS
Ol Jsan Cimiayy Sppall QSN G ol
e nyys Aa olal @b A Glogaal e
(Kadapakkam et al.1998) Wi ddsiedl y;léauy)
J8 e AlEy WOl S sl @l o o)
GG e Slagleall & Glill dape Bl cplladl)
Jaa) e 8 08 o g Jully gl
yall GG e ST Anilie (oIS gl

bl Julas il 5.3

Al Calaal aaty odlel duhall ciluay loaly
Sliae ) G 38l Glyrians daald cYV ol Galdl sk
) Guly JSed JiaY) (sl e danay Calad g
Aatind a4 W adl) A e Ll
CNalaall @l ) @l Qi) gyl e el
dlee 8 deriinadl @libn) 4o gy canliy o) JSills
o yal)
el bl sl ) daLayl

-

QL) A8y d3gpe (ssime (S8 e B dle ddaill
Al as Jalbs dysaill allss g i)l ) sam e s
chlenny) Al e e dagpal LW (e e
Juig Gl e 45,50 4ad :lassly (Underinvestment)
O A Gl LS Aylain) (el e il 4
Gl Joodlly BV Y i) e gl
- Al Adayil) A pe il DAY AN

gise dpwd s ) Aedl) dumpd) sy,
siall e Cihall aaa o) g U Al
iall zasai alasinly i (e dlagly Al JidY)
<y, (Interaction Dummy Form) lelall _easl
(1) asly sl 2 D™ _aagll end) DA o
) ehass e ST TRDEV, ™ dad i< 13)
S oAl Jll o, i el 1Y) aea
n (DitPositive ) @%5‘ _)-"’:‘A“ J;i_\ Lﬁm TRDEVitPositive
lebus e Sl TRDEV, ™™ dag calS 1) asls
Auhal) zisel ey 4oy Ji CulS 1Y) jhias alual)
p ) adl) e

INVi = 70 + 71TRDEVitNeaative 7, Dilt\legative N }/3( Dilt\leg ative*TRDEVi{\legativej

Lase @l (S Slon Cladl paal i 3gny by
O B el g el S AT e S UL
(DY *' el g s e 0

Ge skl Lk dilas) ANy @y *TRDEV, ™
Lnge il Jalae 3)L8) culS 13 Lage ) (sS0 aayLaY)
PR TRDEVitPositive saiall sl Jalae ge panis
ook Al a3l ol ) Wl 0sSs (7, +776) M0
e ( DitNegative *TRDEVitNeaative 1l Jelee (e
(71 _73) :‘?J\ﬂ\ J*-m

oe Gha) ST ol Jl) ofa Gaw Loegia iy
GsS O Apleii) A5A) ahlp e ) sl
b5 Aanay il Te s (AL Galiny Ll Lula
O PO O P il S
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A,All A dalse asm Glo dy lae el dpad
o 3355 o1 Firm- Specific or Individual Effects
o Lld OLS sl (ge Jany sl Y1 lie!
@iral e maar ades Ll EDldlee il Jd
3s Panel Data Analysis Jdaill sl alasiu
Fixed s Random Effects DA e W) oy Say
.Effects

i) 5 Auhall bl Jeadl) Lgie f paaily
mes b padl dump Gl e Hausman test
Random Effect P el Dl
Oe s o3 Sl el el s L Estimators
dunayll sda i yig Fixed Effects Estimators s
G die dfilas) ANy @iy Ch2(1) dad culs 13)
lle Jsandl ey AN Gl e desy 585 %5 ) %1
Y 1y 28 j<I Random Effects Model JMa (1
il e Aaill) ol cDlebee Lleld pre i
(Gujarati, 2003) (55 -Fixed Effects Estimators
Jales Gl Jalgal) il gty i) 31 gl
(Individuals &Time Specific Effects) w3l
S Gl o s (Bl il g ekl
Chsiay Lehld)) axes sl ddlsde (il Jlsdal)
O e BLY) 13 a5 08 4oy (Al #35ail)
Ayl CBlales jafi oS e lsdall Y1 sl
Ll S Al el

Loulll) Z 3l deedle (205 il A8y e STl
andl Lilas) sadind) Glua @) e Ealdl 6
(Normality Assumption) skl aysllS bt
oesd o olally (Error Terms) laall Jaladl
i oo il (gyleall Wadll e (3uay Normalityd)
, “ighdll Apm gasd 2 LS L jlaadV) Vol
Juluidl Lyl 4u.jds Linearity Assumption
Sl Gl sl axe duads Serial-Correlation
I dump Lwly  (Hetroskedasticity)
Ghte Gu kil g (ulal  Multicollinearity
Ja o) .(Independent Variables) alsiall 4l

Jidas bl il aasi) (Pooled data analysis)
(Panel Data analysis) dshiall 43l Judidl cilily
albbll Al Judlall Glily e mie A Sl
s Cross-sectional-Time Series Data) 4kl
Fixed effects <uli SN coslad DA e 0y Sy
. Random effect model _lsiall Y1 51 model
G odal Jdatll g Slaay) o) 13 S Ly
(Firm ool Qale 5ils a0 jdll 48,800 Latlas licy)
Ka ¥ B 61 a5 and Time Specific Factors)
Aal 3 Gulae slimel adadll gisdlS gilaadle
LS (aalie smgs 40)dl) LSl colting dslal) JS
Coslad lie) g 38k Al Lty lapes Glassa
(w opi ay (oMl Pooled Data Analysis — Jidal)
Ordinary  4ulieV¥) (guall claydl 4,k DA
ae (e adl ) 4l ( Least Square- OLS)
Jio Jidaill i Gy e Jliy el Cilaaline
Cusy  (Multiconlinearity) sasiall Llsyy) 4K
G e Sy i) il paiall Bl V) ddy
G Apall Gilagy gy el Alalaiall dylal)
s Aulid) Cdlbaall 3ol Cpaad o Jery
e sk 05l GlSaaliall duhay Jaladll 1 e
(hal) iy p oo Sleglea ey coadl) (e By
A Aabai®y) Llaadll (e 2o Jilaty Ealll ey Sl
Ukl o Al Judlad) bl aladiuly s (Ko Y
.(Greene, 2003 and Gujarati, 2003) 4szlasall
Auhal) Ul WDl 23 sailly Jalaill glud aaail
F-test - )oasdll b (o dajn Caldl aadndl
ple J5 zisall 4adla uldl (Diagnostic Tests
el D lalad dsbany) Bl (ssiwe vasilt-test
Lagrange  Calll aadind WS o Auhall clyaidd
Pooled 1 Judaill sluf dulimdl il Multiplier
bl e &l Panel Analysis JleAnalysis
o (Null Hypothesis) aasll dumj (b o Jsd
13 G e e sk Cross-Sectional Variance
Js (Ras Dd %5 o %l ssie e dblas) AV
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GlSHal Gailad ol J) ol 138 (gym S5 ¢ 0.282
sl sl dalls aaall G e duliall die (B
Clasasaly saill Jamay Lulie SLeaY) ) duilly Wl
Chldinly sall Jaea S8 il cuy a8 AU
s DA oleall Jasgl) 4l G Al die clS)al
oxin Lo 585 0.516 &l (g)lme iy 0.126 Al
Dla Leliall clyal ahléinl sall Jasa cpli )
)l dalladl Adladl 4D Gl (ghay Sy Ayl 35
i Gle deamidly dwlll Joall cilbolad) e dulll)
Al PliaY dain JhEY) pre Als ) Ala) el
oo Al gl Qi) el L el sl sl
eall gl Al a8 Jll Guly JSsed ST gsiall
Sl e Glludly Caasd) Gl 0.103-5 0.282
Lind feliall QA shae o) o du Loy
Ay (ghay 8y BV gsivall e D (e gd) (ssinnas
oY) IS ¢ Ll GV pall aladl) dapda )

oel) CDlelas (o Jamy il il oda (Gaad & i)
bl i ) am ML Tate g)lad) Ul
Slo bl o3g) anill il culy sy Auhall il
paiusall Alany) dalail) gl Lgties Do s culill) 48
eyl Eoles a8

Lyl il 4

shasl Jdaill m5 Auhall e edall 138 oty
AR aadV) e i giling Al il
Koy (Ally Aabaia) dajll Judlall @lily Jias 3k
sl BV S il 5V Gl L) ellas

Ll il uagl) Jalasl) gilis 1.4

Gl aladiuly gl Jisl) il 2] an)
Auhal) Ll Il ab ) ggid laall Tl o (1)
coals cpls s Gld aas Al 558 DA 0.345 &,
a3 Al die ) gal W) ad ) g
il ol Calailis 0.071 A1 0.823 eV aal)

Al il gl Jlatl guilis 1(1) ady Jgaad
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Impact of Size and Type of Target Deviation of Capital Structure on the Investment Decisions of
Jordanian Firms: Panel Data Analysis

Ziad Mohammad Zurigat *

ABSTRACT

This study aims at investigating the impact of size and type of target deviation of capital structure on firms’
investment decisions. To accomplish this objective, the study uses cross-sectional time series data for a
sample of 47 industrial firms listed in Amman Stock Exchange over the period (2000-2015). Using panel
data analysis, which is usually estimated by either fixed effect model or random effect model, the study
found that investment decisions of Jordanian industrial firms are positively affected by positive target
deviation and negatively affected by negative target deviation. This effect gradually declines as the target
deviation of capital structure becomes close to its target level of capital structure. This finding suggests that
the financing decisions of Jordanian listed firms are largely affected by the risk of bankruptcy agency
problems and information asymmetries, which confirms that capital market frictions are relevant and
influence a firm’s investment and financing decisions. Based on these findings and conclusions, the study
recommends Jordanian companies to keep a reasonable level of financial leverage in order to maintain
their borrowing capacity and enhance their financial flexibility to avoid the risk of losing their valuable
investment opportunities in the future. Moreover, the study recommends the government to develop the
capital market and create a well developed bond market.
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