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The impact of capital structure on performance of listed companies in the Stock

Exchange of Thailand: A cross-industry study
Miss Chidnapa lampinpun
Student ID 6010323011
ABSTRACT

The purpose of this paper is to investigate the impact of capital structure on performance of listed
companies in the Stock Exchange of Thailand. The capital structure indicators refer to long-term debt/total
assets ratio and short-term debt/total assets ratio, while return on assets and return on equity are the
performance proxies. The quarter financial statements of companies listed on Stock Exchange of Thailand
(SET) across industries were used for this study which covers a period of 5 years from 2013-20017. Fixed

effect model is applied to test the relationship between capital structure and performance.

Empirical results indicate that all measures of capital structure (i.e. long and short-term debt/total
assets ratio) have a significant negative impact on performance (i.e. return on assets and return on equity)
in all industries, while magnitude of this effect varies across industries. However, there is only resource
sector that long-term debt/total assets ratio has a significant positive impact on return on equity. For relations
of the most industries, If firms increase on debt levels, it will decreases ROA and ROE, because the tax
benefits of debt financing is less than the costs of financial distress. It is consistent with the findings of

Myer's (1984) trade-off theory.

Keywords : Capital structure, Performance, Industries, Return on Assets (ROA), Return on Equity

(ROE), Short-term debt, Long-term debt
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