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Model
skl BBl a3 e ol
Laad a8 dalpull el it iyady
ol ,dll HLasl eblal g_‘al:.‘,.!l gaganll
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Y das>
gé.u: ol Jadaill
Obs Mean Median Max Min SD.
LEV 720 0,238621 0,225420 0,98335 0,020966  0,205028
PROF 720 0,076270 0,066219 0,597306  -1,309683  0,117625
TANG 720 0,638228 0,664849 1,000000 0,076219 0,206966
LIQ 720 2,529511 1,750394 14,27218 0,028887 11,17159
SIZE 720 6,159747 6,119398 8,529474 4,728248 0,705169
GROW. 720 0,212218 0,065348 55,54590  -0,998992  2,066991
RISK 720 0,082968 0,045998 5,662137 0,002550  0,299117
AGE 720 25,75904  23,00000 62,00000 1,000000 12,88829

Obs = number of observations. Min =minimum. Max =maximum. SD = standard deviation.

et Lol W o Zuuall
D (Y1) Lo il 088 3,80 el

Gl ppdiall Gaa bl ¥ Jalas

O LS Lisdas i
doand (B Do (o8 LS = ot
oeiSall Gy Bl 0 dass ST T M (Y
Spiially (LEV) Ll il pls
sps (FOATY) sl a3 AlETd
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dSea saaial oAy (0N V) ol
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e G (SYY) Al o it
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Sl jadiall Gas ol Y1 SMelas

LEV PROF TANG LIQ

SIZE GROWTH RISK AGE

LEV 1,000000
PROF
TANG  -0,16018 -0,04325 1,000000

0,004647 1,000000

LIQ -0,16652 -0,01461 =-0,12431 1,000000

SIZE 0,182026 0,131217  0,12220

GROWTH 0,014663 -0,01683 0,036420 0,009654 0,008442

RISK
AGE 0,000710 0,075127 -0,0836

-0,0436

-0,00243 -0,01432 -0,00237 -0,01007

-0,03645

1,000000
1,000000
-0,06328  -0,006291  1,000000
-0,00341 0,022266 0,074917  1,000000

A Ngodl = Lig (dugall) Jo—ua¥l = Tang (d_aas,ll = Profit (lill pasl) gay M o 80l = Lev
A, il see = Age 3blAL) = Risk (gaill = GROW caaall = Size

lblad A8 73 gail ga SLEN @l 50
Lai8 o) Eusg «(Greene 2012) Ll yull
OB (v, sl o (e ) pvalue
sass @all g TN IS0 i
colill migaill o dbaliall 35 ol
aat] (Dbl gdall ol S pigads
O alpall sblad 230 Alal) 73 gl
(Hausman test) Lol aladsol s
sl Sl Doosall Lt 55 Saa
:%;S"
s Llgdall @l ;800 £iges HO
NS PN APV
sl ga LB ol SG £ises :HI
NS
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>ST Lilan! dasdll cal 138 Square)
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Loadll calS gly (pV4VA) Hausman

Silasd 80 LGRS g ALY Jalas
fsl_\A_L.uL.\ Ll pall Fased sl a3
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Ordir;ary Least Square (POLS)
Lodlg dnall ol S5 i — ¥
Random Effect Model
Fixed L0 ol 050510 s — ¥
Effect Model
gl G Aaliall a8l
S LAY ki sl Julas
al yull aBls Jalas] doedle ilandl
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Sasi¥ ziged Gus dlalaall ((F-test)
Enay (LA 50 Tasadys ¢ sazanill
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R a3 e iy gilly Ll
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Lyl
e ¥ € e o g lg¥ s
o o sl il Lilmal s 43
gl Sl 5 L
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Lolaa] D5 535 e 31 ssms (V)

ARRLYEN
Ll glall llasll 7 3had aladicels samiall sy Jalas il

Dependent Variable: leverage(TLEV)

Independent Variables
Constant

PROF

TANG

LIQ

SIZE

GROWTH

RISK

AGE

Number of observations
R-adjusted

F-statistic

Hausman test

Fixed Effect
0,62067— (0,0000)
0,06977—** (0,0310)
0,212102***  (0,0000

( )
0,00061—* (0,0921)
( )

0,13674%** 0,0000
0,00498™* (0,0376)
0,008553 (0,5140)
0,00640 (0,9031)
720
0,79405
16,96592 (0,0000)
34,059773 (0,0000)

gl = Liq Lugalll Jg ¥l = Tang Laay )l = Profit (oGl 5 u53ll g8y JUN o800 = Lev

Lsine Loluan) a0 s s

e S,a jee = Age 3,bIALl = Risk « gaill = GROWTH z‘sea_“ = Size
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ABSTRACT

Determinants of Capital Structure:
Evidence from Saudi Arabia

Abdullah E. Twairesh
Irbid National University

The purpose of this study is to examine the determinants of capital structure
of companies listed on the Saudi Stock Exchange (SSE). More specifically, it
attempts to determine what factors affect capital structure of those companies.
The analysis is based on panel data techniques covering the period from 2004 to
2012 with 720 firm-year observations. The study develops seven testable
research hypotheses and uses panel data analysis. We estimate the determinants
for a given firm capital structure through fixed effects model. The results show
that the average of debt ratio is (24%). The results also show that profitability
and liquidity have negative and statistically significant impact on the firm
leverage in the Saudi context. However, factors such as tangibility, firm size and
growth are found to be positively related to firm leverage. The results also show
that risk and firm age are not statistically significant determinants of capital
structure in Saudi Arabia.
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