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works to address the Issue of financial resilience In emerging markets.
This multi-contributor book Is timely because emerging countries are
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regional, as well as global economic growth. The biggest challenge Is to
find ways of sustaining its current trajectory, while taking a more decisive
role in shaping the global financial architecture to ensure sustainable
growth. Eleven of the presentations that best addressed these issues were
selected and included In the book.
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Capital Structure of Southeast
Asian Firms

Razali Haron, Khairunisah Ibrahim, Fauzias Mat Nor
and Izani Ibrahim

1 Introduction

The relationship between capital structure and firm value has been
widely studied and analysed theoretically and empirically by researchers
past and present. This is because a firm’s financing behaviour will con-
sequently affect the value of the firm. In tackling the issue of capital
structure, two main questions have to be addressed: how firms choose
their capital structure to finance their operation, and how the choice of
capital structure financing affects the value of the firm.

Despite the extensive research done in the area of capital struc-
ture since Modigliani and Miller in 1958 and ever since Myers (1977)
published his article on the determinants of corporate borrowing, under-
standing in the area is still inconclusive (Harris & Raviv, 1991; Gill et al.,
2009; Sheikh & Wang, 2011; Al-Najjar & Hussainey, 2011; Gwatidzo
& Ramjee, 2012). Empirical work in this area, according to Titman
and Wessels (1988), has lagged behind the theoretical research. This is,
perhaps, because the relevant firm attributes are expressed in terms of
fairly abstract concepts that are not directly observable. Deesomsak et al.
(2004) find that empirical evidence on the effect of determinants on
leverage is mixed and inconsistent. A fairly recent work done by Beattie
et al. (2006) documents the same results showing that understanding in
the area remains incomplete. They further argue that neither theory is
able, independently, to explain the complexity encountered in capital
structure practice.
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