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Abstract
This thesis examines-the firancial factors that corporate planners must -consider to reach a zero.:
defiult debt. The thiesis exdmines the financia) fundamentals associated with zero-defanlt debt
along:with the size and industry effects. The data includes quarterly financial inditatdrs for the:
non-financial firms Jisted. in “DIIA30 .and NASDAQI00: for the period 1990:2018. The. results
conclude that the fixed assets tirnover is the ‘only robust varidble that can be optimized to reach

zeito-dcf‘aul't'ﬂeht=and has positive and sigsificant signaling. effect.
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1. Titroduction
A. Organization of the thesig
Signaling theory is one ofthe prominetitthesries which can be déscribed asthe.act of usiiig insidei-
mformation to ihdirectly manipulaté one’s decision maker through publishing crucial infosnation
about the fitm which triggers the decision of selling orbuying stocks: Thus, this activity is:a market
signal fiom the top management'of the: company to the ouisiders. For instance; when awners r’:‘f‘ a
company in an initial public offering assign prestigious. directors t6 their board in order to-send 2
‘messajie to-the public about the company’s legitifacy and. trustworthiness (Turban, & Cable,
2003). The previous example reveals how signaling theory can be imposed in the market and how
‘it affects investors decision indirectly. Financial signaling of corporate decisions ¢an be classified

info Financing, Investient.and Dividends,
B. Research Statement
This thesis discussés the financial factors that corporate planners must consider.in reaching zero-
defauitdebt,
C. Significance of the-Study

“This thesis offers‘rpraCﬂcaI as well as academie insights about the: financial Strategies that Arms.
may 'adop’t to ené'up with Zero-defanlt débt. TE‘_e cirtrefit Hierature focusges on the micasurement of
default-risk.




2. Literatire Review

A. Capital Strugture Signaling Theory’

A-firm’s capital-structure is considered as one of the {undariiental factors that affect the fimms
market value:ds any changesthat ocour in-ary of the components of the capital structure (debts or
equity) difectly affects the firms market value position,. stake halders and investars decisions.
When capital providers comprehend the impact of the-change of the‘¢apital structure onthe narket
value, they start making decisions accordingly. Thus, this explains the core effect of signaling
theory (Masulis, 1983),

The company’s iarket value is one of the-crueial factors that help top menagers to-eliminate
-the“agpﬁeyf problems with potential iftvestors. Thus, the positive relationship befween the market
vilue of the firm: ad-its capital straeture provides a competitive advantage to the inanager to a_pplg}.
the signaling theory etfectivelyin the market (Ross, 1978). Moreovet; it also helps directors o
lessen :the preblem of moral hazard dnd adverse selection (Darrough and ‘Stonghten, 1986)
Masulis; (1983) reporis a positive correlation befween the firm value (stock price) and changes in
debts weight and finms leverage rafe. Also, asymmnetric information between the fifri and the-
outsiders aids the directors of the fm'ta make somé changeés in the capital stracture of the fim as
signaling theory states. Myers and Majluf have concluded thatifa asymmetric information exists,
debi to-equity finaticing: approach is preferred (Myeﬁ and Majlaf, 1984). However, in other cases,
asyinmetric informiation may allow the directors of the firm with 2 percentage of residual

uncertainty that leads to the pecking order effect.

One of the early capital structure modéls indicated by Modigliani and Miller (1958).assumed
that the market value of the firm does notdepend on'the capital stnictire since they did riot put in
consideration the presence of' taxes, bankruptéy; and transaction cosl. Mcanwhile, in 1966
Modigliani and Miller initisted ‘a niew model ‘that showedl that there is @ positive- relationship
between fifin’s c'apﬁa'l ‘struchuird and the value ofthe firm: and its return. due to the debt tax shield
effect (Millerand Modigliani, 1966). Moreover, Taggart.b'liilt"-qn-thg previous models of corporate
finaticing and stated that the matket value :of‘the,compan'y is secutitized by its'capital structore. In
.other words; corporate security-issites are detertiined by any change in the capital struchire of the

company (Taggért, 1977). More studies-showed that when theleverage ratio.of the firm increases,
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the company value, and jts stock prige ihcrease {Harris and Raviv, 1990). Forinstance, in Finland,
tmany-of The listed cotnpanies tried to achieve certain capital-stevetire o minifmize the cost of the

firm and maximize the campanty’s profitability (Kjellman and Harisen, 1995).

The financial signaling -ﬂaeory--r:c_quires insiders to signal 1o gutsiders the value of the
coripany when trying to taise finanice externally through sélling securities. Meaning that insiders
must endure all agency costs associated with the firm’s capital structuré and.this is known as the
“financidl agency-signaling model* {Kjellman-and Hansen, 1995). Studies, have condugted that.
when the company has commitmenis to invest in their projects throvigh iticreasing their capital
expenditure, the stoek and band value.should increase. In othier words, the highest market value of
the sécurities. of cerfain firms must be driven through certain capital structitre {McConnell and
Muscarella; 1985).

In addition to the dbave; the potential signaling effects of the corporaie capiial Structire
can also be andlyzed through practical-approach called subset sélection techiiques thal éxamine
therelationship between the market value-ofthe firmn and the capital structure. Firm market vilue
is considered as a measvre thdt provides the firm manager with a positive impact to decrease finms”
problems associated with capifal suppliers. The acinal advantages of subset se]cc.tioﬁ are reached
when an agieement is achieved between differest criteria on a. regressor with the one that léssens.
the error variance: In this case, fhe: regre‘sser.'is-ﬁie m‘qst.-sif gnificant --factor-_.- Since the literature of
subset-model selection offérs more valid results than those 'from.s_taﬁ's"ti?:'al._jjééka'g_'e, it has gained
popularity. However, practically no. single package gives all subset selection criteria. thuis, the
.rEsuIts-:achiey;:d by'using one statistical package are inadequate unless the researcher uses more.
than onie package. The number of selected criteria in the wodel selection are-not computed in any
statistical ‘package which. raised the-importance of the model \SélectiOn-(Eldnmia_tj,_', Ismail &nd
Mostafa,2012). Many subset sélection ciiteria have beerr presented in the literature of statistics and
these criteria choose thie subsét that lessens a quantity usually expreésséd as the logarithm maximum
probability residusl sum of §quares plug a penalty function which depends on the subset size, The
study says that:various penalty functions resiit in different criteria, The most populdr criteria are
Alatke’s Information Criferion, Bayes Information Criterion (BIC) and Mallows’ CP. For

example, examining the potential signaliqg.sf -_e'apital’-st’ructmie d'ecis’ion_s; In transitional ceymtyy,




subset model selection approach 259 survey. In'tliis stedy, theauthors appoint 10-subset selection
“critetia 10 detect:the most critical deterinining factors that.affeet the exercise of corporate capital
structurs decisions, The 10 criteria preséent the widest range of criterta in literature (Eidomiaty,
Tsmail and_.Mosta_fa,;‘ZOIZj. Also, the.positive correlation between ﬂl_e firm' capital striciure-and its
market valae-can provide the manager with Ticentives because of skill While signaling through
fiiance the framework of choicé faced by the managers (Ross, 1978). Throu ghout the previous
point, the decisidn to change capital structute may send Ppositive or negative signals to the value of

the company and the cajital suppliers-as well.

Also, when Capizal stmcture decisions send -suitable signals to the market centiibutors,
mordl hazard and gdverse selection problems ean e avoided to. some éxtent (Darrough &
Stoughton, [988). For instance, while icreasing -corporate market value, the manager is in a
position to explain his decisionsto the markgt-t_o J qstii“;r’-.th'e_ issue-of moral hazard. Simultaneously,
it is not common:for the manager to oppose a _'ﬁﬁﬁnﬂhg..ﬂeﬁisi_'en that can improve the coipdrate
market vatue, Thus, the relationship between thie matket value and the capital stracture can provide
a.1n0n§toring.._-ﬁmétib'r1 to such models of incentive-signaling-financial with agency relationships
{Eldomiaty, Tsmail -and Mostafa,2012).

The capital sucturé signaling decisions is. important to transitional markets for several
reasqus. For example, in trapsitional markets, the stock markets are less efficient which needs.
special constderations for _'fgn'a'ngihl -elements that support.corporate market value. Moreover; in
ransitional countries, informatisn: asymmetry.is relatively higher than that of developed countries.
'Thus, this dernands the analysis of the. financiaf aspects:that allow the company to minimize the
degree of asymmictry (Eldomiaty, Ismail and Mostafs,2012). In:addition to the-above, transitional
dountries have many stages of deficiency in a transitional stage. For example, the financial market
inEgypt,isrelatively dominated hy bank loaris, which oceurs quite far ftony the stock market even

though itfimp"_acts;the"ﬁnaneia'l position of the stockholdets later.

Thus, if capital suppliers are aware _e'noi.:'g_h-and informed about the ‘consequences of
adjusting the corporate capital structure, they will probably reagt accordingly. This is thé most
inipontant point of the sighaling hypathesis. According to Fldomiaty, Ismajl and Mostafa,
“regarding; corporate, financing decisions, Masulis (1983) gives support to this element of
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informativeness:since he studies the-relationship between changes in capital structure and firm
matket value. His tesults indicate that both stock prices and firm values are positive! y related to
changes in debt lovel and leverage. The signaling hypothesis states that information asymmetry
between a firm and outsiders lead the former fomiiake certain changes inits ¢apital stricture, John'
{1 987), Myets and Majhif (1984),.and Ross.(1 977) show. that under asymmetric information, firms
may prefer debt 10 equity financing.” (Eldomiaty; Ismail and Mostafa, 2012). Which means that
when capital structure decisions are informatiye and useful, the capifal suppliers tiiay change the
financing selection and the interrelationship between debt finaneing; signaling and asymmetric
information is proved by Lilo, Brick, and Frierman (2002) where they show that-high valued
compahiés signal-thelr values by declining their debt-if the source of asymmetric, information is

mainly driven by the change of'the cash flows.

To coniclude, the company can use. some ‘strategic planning in their dccis’i’on--\ﬁfﬁ their capital
stineture by increasing theii” debt or their equity to inérease their company’s arket value -and

-attract new inviestment opportunities.
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B, Iovestm ent sigivaling

Firms® new investment ‘is essential for the economy since it Increases. the employment
opporiunities'that allow people ta-tive in higher living standards that affect the whole ecoromy;
Moteover, any change in the investment of the fi m-cause a change in the value ofthe compaty,
stock price, rétura, stockholders!? expenditure: on.the firm stock through buying more stocks and:
increasing theit irvestnient in the fitm: or selling ‘their ‘stocks and. decreage. their investment
(Mod:uham & Miller; 1958). According to the fishér separation theorem, it assumed that the'
tapital market is free of fractions.and perfect and-that the investment-decision and capiial stincture.
are independent when the.cost of financing . fiom debt or ‘equity are constaat, but this theory has
become no more valid sinee many studies and rescarchers ‘starting froin Myers & Majluf 1984 o
cha]lenac it. §itice they have faith in good new investment leads to suceess of business and smaoth
operation but argue with ihe presence of perfect capital market (Myers &. Majluf; 1984)..
Company's strategy for expansion may lead to an increass i the valne of the company and jts.
stock price because it magrifies manager’s ¢apacity to prevail over information fiom stock prices.
-and faise tiréirp‘roductiyiiy lo concgntraie in making new ifwe,s'unem decision: {Foucault and
Frésard, 2018). According to Dessaint, Foucault, Frésard, and Matray, they-indicated that the.
directors.of the-‘company haye’ inadequate ability io reduce the noise in stock. prices whilesigrialing.
their investment opportunities. Compames decrease investment as a reaction to. non-findamentai

decreases in.the stock price (Dessaint, Foucault, Frésard, and Matray, 2018).

I 2016, Kumar and Li found a posifive correlation berween the. accumulated stock return and
investment afier studying .t_ﬁe dynamic impact of capital investment in ifinovation capacity on
-invéstment and stock rétmin (Kumar, Li, 2016). Also, the size of the company is -another factor,
For exampile, if the company issmall, it is very sensitive with a high:growih rate and Jow dividend
Payout ratie since the new investment in. the cotipany is st:twely correlated and d:rectly
-associated with-the stock prices and the valie of the company, This i 1s because the-decisions: that
are takén by the managers might be miore responsive to stock prices movemenis (Blanchaid, Rhee,
and Suniners,1993). Moregver, Information asymmetryis consideredone of the important factors
that“has, animpact on the investmeit and. stock price: Z. Wang and Zhang found that the

information . asymmetry has a negative effecr on the investment-of firms and its stack price (Z.
11




Wang and Zhang, 1998). Studies in 2014, showed that the presence of information asymmetry las
a crucial negative impact on the value and the feturn of the stock: Also, the asymmeitry information
iS-.ilinited with the investors due to thelack of accurate information and time '(Han,"ij,_Leez,_ 2014).
The higlier information-asymmetry projects-are funded by the equity while the projeets with low
information asymmetry are funded by the debt since the débtors need 1o aware aid know morg
information abour'tﬁeir'-inVéstxncnts (Baxatiusa, Moh"antx and. Rag, '20'15). This ind'i:x_:atad ‘that
‘companies most reduce the information asymmefry to encourage investars to inject their mongy to
the company and increase the new investment ta increase the value of ‘the.company-and its shares.
(Baxamusa, Mohanty, and Rao, 2015). Therefore, many reguldtions started 1o appear to reduce the
level of information asymsetry that will ailow new myestment opportunities for firms to raise in
the madrket. After the implementation of tlie Sarbanes-oxléy act, the infornation asymmetyy
decreased and allowed investment opporturiifies. to-increase (Chowdhury, Kumar, and thom'e_.
2016). Lower rate of information asymmetry has positive correlation with finm investment at the
time of underinvestment and. négative corelation with firm inyestment at the time of

ovetinvestment (Belleflamime & Peitz; 2014).

According. to Michael J, cooper, Huseyin Gulen,.and Michael J. Schill, one of the main
tunctions of capital markess is the accurate value of real investment because firms purchase-dnd
dispose . of assets, economic efficiency demands that the market properly. ccapitalizes such.
transactions. Also, growing evidence identifies is -a significant preference in the acket’s
capitalization of corporate dsset investment and disinvestnent. The conclusions indicate that
corporate actions associated Wwith assef expansion like public equity offerings, acquisitions, public:
debt offerings; and bank toap '-inﬁitiaﬁqns have a fendency to be fo‘llb\ycd'by stages of abnormatly
low retimns. On the other hand, actions associated with asset costraction like spindffs, share
repurchases, debt prepaymerits, and dividend inmitiations terid to be résulted by phases of
abnovmally high'return. Also, studies stiowed that there is a riegative relationship befween different
ways of cooperating investment-and ike éross section of returit, For instance, capital raising, sales
growth rate, acerudls and capital investment are fotind 'to-have.ﬁegative correlations with the fiiture
return. (Michael I. Cooper, Huseyin Gulen, And Micha¢] J. Schill, 2008):—.’

12




Investnient is the backbone of any compaity that generates ‘more economic actions for
individuals. dnd enterprises (Ghufain, Kianguing; and Sn’lemaly'2ﬂ_19}. Previons. studies have
‘mentioned tany issues’ that. influence a fivm’s investment opportunitics. In 2017, Afica and
Mozumdar stated that internal funds and cash'.fl(jws;are:crucial'-an_d significant deterrmiming factors
of firm investment. In 2014, Bialowolski and Weziak _Biaiiowolﬁka_'perfonn & study on Polish firms
‘and noficed that paymierit delays-and fegal and niacroéconontic Tactais 'sigq_i-ﬁcantly-inﬂuénca firm
‘investment decisions, They also show that cash flow sensitivity has a hajor-negative effect on
‘company investment-atthe time of high growth rate options, In 2003, Alti said that ﬁrrn"ijlvesfcgne_nt
is, sensitive 1o its ‘cash. flows in case of stable {narcing. In 2014, Asker, Farre-Mensa, and
Ljuhgqvist mentioned that shoift—teim'ism mistepresents the investment decision-of stock market-
listed firms, Tn comparison with private companies, public ﬁompany-'ﬁnahceis’ are significantly
fewer and are less quick to respond to thanges in investment ‘opportunities, mostly in industries

whete.stock prices are more sesitive to catnings news.

In addition to the above, in Zﬁl_B,_-Fouca'ult and Frésard stated that the compaiiy’s strategies
fot: expansion can lead to an increase in thevalue of the company because it ingreases 'it_s_-managvexjs’
capacity 10 succeed over information from stock prices and increase their cfficiency in making
investient decisions. Dessaint, Foucault, Frésard, and Matray ('2018)'-.ss‘1i'd that firh managers
have inadequate ability to differentiate the. noise in stock prices 4t the timé of signaling their
investment opportunities. Alse, companies decrease their investment as a reaction to non-
fundéme_n_tja_t falls in stock prices. In 201 6, Kamar and Li studied the impacis of capital invesgmg:nt;
on stock refums. and investment and realized a direct relationship between stock returns and
investment. Small firms are highly seftsitive with low dividend payoutratios and hi gh growth rates.
A company’s investment is positively correlated with stock prices becaise mana'gers;’ investrnent
decisions might be quickef to respond fo stock prices changes; ‘According to Blanchard, Rhee, and
Suimers (1993), there is 4 positive relationship between firms’ investment expenditures and stock
prices. Information ‘asymmetry is one of the most vital elements that affect the investment of
companies. In 1998, Z. Wang and Zhang presented & model of prihcipal-agent relation and
realized that information :asyrnmctry has a major negative i‘ipp'sfct’ on-company’s investment. Also,
Han, Kim, Lee, arid F.ee in 2014 stated that the presence of information asymmetry has a si_'g_niﬁc_a'nt'
nNegative influence on the companies” stoek returns-and that informstion asymunietry is cortelated
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with investors die to-lack of time. and accurdte information. In 201 5, Baxamusa, Mohanty, and
Rao discussed the impact 6finformation asymmetry on fims investment and indicated that equity
is used to. finanice project ‘with higher infenmation asymmetry, on the. other hand, deht is ‘used to-
finahce investment with. lower information asymunetry. Moreover, information. asymetry has a
major impact. on companies” investment assessments-and. enliances the fim value; information
spread.and the é‘xpecteki‘bankmptcy-éost (T:sai,i-zOOS_)., Cui and Deng {2007) i_mpr‘ovedia-_iheoreti_cal_
model with théories on information asymmetry and corporate povernarce and deferihined that
information asymmetry- has a major negative impact on -company investment. Information
asymmetry influences the investment chances of companies bedause excellent information is the.
key element of this effect on company investrncnt-\--;ﬁtlsq, the level of the firm positively affected
by thielevel of company’s profitability and the higher the profit is genératéd by the. company-the
higher good signaling for the investors-io invest in this ‘company and the'increase in the demand

for-certain stock the ficredse in its value (Ririk 2020).
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C. Dividend Signaling Theory

Dividend policy was considered one of the ‘most: complicated issues faced by financial
economists. Till now many issues aretiot clear about the factors that affect the dividend policy and
how: (hey are intefacting. Tn 1961, Miller and Modigliani stated ‘that ‘the: value of the ftmm.is
independent of its dividend policy at the. perfect market (Miller and Modigliani, 1961). However,
the market is not perfect that madethis study invalid. Many researchéis examined the relation

between the stock price and the dividend.

The-dividend discount modet is the starting point to many of research that analyzed many
characteristics: of the relationship between dividends' and stock prices. Accordingly, the
information asymmetry theory has been developed and gives generic clarification of fhe mutual
effect between the change in dividends and 'th&:chanlge;i;u price and the value of the company
ﬁ.EIdOmiaty and Atia, 2-'0:1-5‘_-)_. In. other words, the dividend discount-model -h&icatcd“ the value of
'the"b'ompany; and its stock price are dlféoted by the dividend policy of the company. Consequently,
the' information. asymmmetry fheory explained the mutual effects between - the movement- in
dividends and pricé of'the stocks {Akerlof, 1970). According to Witts, high management of the
corpany may use dividend to convines the investors with certain information, thus the more of
dividend to the shareholders nieans s information asymmetry fo the firm (Watts, 1973). Also, §.
Bhattacharyya stated that marniagers always.have insider inforniation about the tash flow of the
company that ¢can beused to signal the macket with certain irformation about the company-and it
«contd be through dividends. Bhattacharyya also indicated that the better the news that is published
1. the public, the hfgher are: the dividends that are going to affect the value of the firm. Some
Investors néed.régular cash tnflow generated from their- invesiment and the dividends for these
investois will be-more cost efficient than sélling a certain portion of their investment.and paying
transaction cost for it, Thus, it is considered for many of the investors to get income from dividends
of their juvestment is more cost effeet than -gatt-i’r;g :ﬂi'e same amount of return ffom selling part of
their investment like Securities and paying a transaction cost. for” selling them (Bhattacharyya,
19793, Many--s'igniﬁcgnt papers in signaling theory of dividend policy is presented at that time
typically describe the-informiational asymmetry l’:_’yfaé?sj:_ow'ir_;g thé manager with information about.
some the expected cash flow of the firm #nd the results in these rodels shows. thiat the higher the-
cz;p'_eéted cash flew-the higher is‘the dividend.
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Rational equilibrium model indicated that investors believes that there is a direct relationship
between the dividends and the expected cash flow since thatthe managershave insider information
about the fiiture cash flow of the company and the value of'the stock price (.Bar-Ydsef and Venezia,
1991}, Brennan and Thakor classified the investors info two catégories which are inforrned and
aninformed investors. Tliey concluded that the tninformed invesior in a closed market operation
always fenders and the informed investor not on the ather hand, in an open market operatibn: The
informed invesior always sélls his investment and urinformed investots siot {Brénnan and Thaker,
1 99(__)).- Cheng, Fung, and Leung (2007} stated that any changes in the dividends policy of the
company leads to-changes in the iarket value and the stock price of the firm. Till now, the factors
that affect this relationship between the dividendii.pol-ic_:y and the stock price:still 1o be oneof the
debates. and academic researchers, Thus, the forécasied dividend payout ratios can be applied
effectively for signaling reason as well as proxy for measuring the ‘agency problems (Tarek
eldomiaty and Ola atia, 2015). However, in 2001, Fama and France indicated that the transaction
cost overtime has decreased since the desire for gaining money from the dividends has décreased

and people started to make their own homemade dividends.

According 1o Déterminanis of Di_\«‘iticnd Policy: Evidence from: Polish Listed Coripanies, that
we already-discussed before in.the Litterial review, Bognd Kazmierska-JoZwidka stated that there
is positive signaling theory of dividénds theory. Since the company hés a swplus and sufficient
-agigunt of Hguidicashthat will be.abla to disnibute higher-amount of dividends than the companies
‘that have insufficient amount of liquid cash to distfibute for their shareholders. equity:

‘Many studies have concentrated on the common sieck, price and the value of the. firm is ‘affected
by the dividend payout ratio {Durand, 1955; Grdham & Dodd, 1"95.1‘}. They indicared that any
changes in the dividends policy of the firm affect the market value of the firm and the stockprice.
The following studies show that the. relationship between dividends and stock prices is extremely
complex and inconciusive. By separating the-impact of systematic risk, results about How tompany
value 3s influerieed by dividend policy in the non-existénce of other mitigating factors. Seveal
cx_p__crimem“al_ tesearch have concentiated.on how the stock price volatility and the systematic risk
tevel of the firm got effected by dividénds policy. Also, according to Beaver, Xettler, and Scholes.
{1970), an indirect relatidnship is'concluded between firms® betas and payout ratio. This theory
shows how differences.in dividends affect the tining, of receiving the cash flow of the asset: In

-




1986, 12yl and Hoffmeister tlaim that the dividend policy influences security duration aid the
riskiness of anderlying $tock: Ageording to Gotdon in 1959, “The e_arlier._one-rei::eive's-payment,
the Jess susceptible Is the value of a capiisl asset ta changes in the discount factor. With the
dividend in hand, ifnvestors are subject to less interest rate risk, thus réduced level of systematic
Tisk. Al oihe'r-thing_s being equal, the reduced fevél of systematic risk will influence the firm's cost

of capital and, eventually, the firm’s stock price” (Gordon, 1959)

Graham, Harvey; ‘and Miphacly (2005) examined the practice of dividends payout and
interviewed 384 findncial executives to verify why they are paying dividends. The avbidancé of
negative-consequences, signaling, common stock valuzation and making the {inm less risky were
the obvipus reasons. why the' finarcial executives are paying dividends. However, the study
couldn’t coriclude or haye quantifiable reason for why or how the fium becomes fess risky while

‘paying dividends.

Catter and Schiidt (2008) provided. a.mathematical imodel that;explains the relatioaship
berween systematic. risk and dividend yield. A significant itdirect: relationship ‘between: the
correspoirding Jevel of systematic risk and company’s-dividend yield Was found. because of the
‘modet to confirm that company's dividénd yield must be considered as responsible factor in the
assessment of company’s level of systématic risk. However, individual firms could be able to
change theicrisk level-of the stock bychanging their dividend policy. By doing this, firms may be
able 1o recognize the advantages of a lower cost of capital and broader access to long-term capital
markets: At this point; their tnodel is not 1‘6%1';:31 regarding signaling effects. This Suggests an.
opportunity - for more research on the signaling issue. To. conclide, dividends signaling is

consideréd onie of the ways that firmis use 1o increase its value and stocks price.
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3. Research Hygothesis
The study examines the foIl'lawing testable hypotheses.

Hypothesis 1: “The financing decisions associated zero-default debt have significant efféct on total
stock returng.”

Hypotliesis 2: “The investment decisions associated zero-default debf have significant effect on

total stock tetums.”

Hynpotliesis 3: “Thé dividend decisions associated zero-default debt have, i gnificant effect on total

stock returns.”

‘Hypothesis 4: “A significart difference exists between observed and zero-default debt,
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4. Research Objectives’
This thesis aims a} fulfilling the dbjectives that foliow,
1. Examirie the effécts of financing decisions associated with zero-default debt on total stock

Ieturns:

%)

Examine the effects ofiﬁvestmepﬁ-"dcc'isiolls associated with zero-default debt 6n total stock
réairns,
3. Examine the effects of dividend decisions associated’ with zero-default debt on total stock.

retugns.

4, E'x‘a:_m'né: the potential differences between observed financial decisions (finencing,
investment, and dividend) and the financial decisions that are assoeiated with zero-default

1e.




5. Research Methodology
The methodology in this thesis follows two avenues; The first is-an optiimizition algorithm and the

second isa fegression analysis.

A. Optimization Algorithm,
This algorithm focuses on the adjustment of the ftems in the firms® balaiice sheet and ncomie
Statement to peach a target which is_.zeru-ﬁef‘é‘ulf'débt.(Ei&omi'_aty,.e_t-- al., 2016). The iterns in a
balancé sheet and Income statemeént’ can usuaily be classified’ into- financing; -investment and

dividénds vatiables. The optimization algorithm can be illustrated as follows {(Luenberger and Ye,
2 008; Va’s{asj g, 199 1)

f)=4

S k}(x)z()
abiect 16

ubyectio xe X
Whete:

Y refers ta observed‘ﬁna’ncﬁng,_'invas_tmcnt,.,and_- dividend variables,

A véfers to-the Objective Fuiiction that-observed probability of default = zerd
h

'/ is-set.of consiraints as follows.-

= Total Assets = Total Liabilities and Cwaers Equity-
+ Costof Goods Sold < Sales Reveriue
» Dividends < Net Profits.

*» Accumulated Depreciation < Gross Fiked Assets.

Zero-defanit debt DR, i 15:Computied as Tollows (Eldamiaty et al., 201 5)
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_. VexN{d}-V,
D R:‘fam"dé_{&hh =4 TA})(‘;_'! " £

V.= total market valie of eqiiity + book valug of debt,

N{d,} =The Btaﬂdard normal eunmlative distribution assuming that the randdam companent of the
firm’s aséet retirns is hormally distributed, of =3 (0,1)

Vy=Market value of Equify

T4 = Total Book value of Assets

e =.exponent

r=risk-free rate-of return (—3-m0nth T. Bill rate)

r={iine period. (Quarter}

B. Data
The data used in this sfudy are cbtained from.Reuters © financiat database: The data includes. the
firmis listed in NASDAQ and DJIA indexes: The:data cavers thi¢ period 1990-2018 on a quarterly
basis,

€. Dependent Variables.
This thests examiines the total stock retirns-as'a measure of the signaling effect, This. variable is

computed as follows.

Tl
Whete:

TSR, = Total stock returns; B=stock priceat time 4 P, = stock prieg attime -1, D=

Dividend per share attime ¢

D. Independent Variables,
21




The independent variables include the financial tatios being calculated from the income statement

and balatice shest-and prouped into fmancihg,-:invc'sjment,_ and dividends variables.

E. TRegression Analysis

nonlingarity and Fixetl_‘and Random Effects test..

‘The issye of linearity versus norilinearity is examined using Regression Equation Spetification
Error Test, RESET (Ramisey, 1969; Thursby and Schmudt, 1977; Thursby, 1979; Sapra, 2003;

The null hypothesis refers o linearity and the alternative refers 1o nonline'arity_,l The estimiating
equation of the random effect nonlinear model takes the form of Ledst Squares Dum'm_.'y Variables
(LSDV) that follows.

k
Yo = + 2 Bo X3 + A +0

e
Where t=1, .,..,n
k= number of fimns in each group.
¥y =Total stock refums
Xy = The independent variables are examined in two groups, The: first group.-includes the

observed variables relatéd o financing, investment, and dividend décisions. The second group

rchides ﬁnancin_g?__inveshncnt,-and.divid_end- variables that are associated with zero-default risk.

1 g i \SSE; -SSE,)=7
1 statistic = ( el L')_

S8Ey +(T=K)
unrestricied models respectively,  reférs 10 the twa hiypotheses undercansideration, T is the nuriber of observations,.
and K is the number of regresSors.

where SSE ; and SSE,, arethe sum squared errors for the testricted and
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4, = Rindom errot. term due 1o the individual effect,
by, =Random error:

Since the data are cross section-Hme setiss pancl, the Hausman specification test (Hausman, 1978;
Hausman and Tayler, .1'98'1_)- is réquired to determirie whetheér the fixed orrandom effects model
should be.used. The test looks for the correlation between the dbserved -, -and the uncbserved %, .
» thus is:7un under the hypotheses that follow.

H, reov(s,, 4 ) =0
H,: cny_(xﬂ:, A, )#0

Where x;= regressors, and ./, =error term.




6. Results and Discussion

First model: The relationship hetween financial Fundamerntals associaied’ with Observed Debt

Ratio. and Total Stock Returns

Table (1): Deseriptive Statistics

In this subseetion, descriptive statistics such:as medn, standard =-d_evi'aﬁon~, minimurd, and maximuoin:

are présetited for-all the variables of the study.

o e

' \Varl ablc

iTcutal Stock Retums

A A g e S A e

*Cashf' -urrcnt Assets

Obs i Mean {Sed. dev. | Mm i
112 532 2':"16105i 1 37806 3 2.

947 E_lfb_@igf

Max

iL12 582 13287956 12 315429 -37 24 *21.9 9333 ;

:Invemor_\,f.’C‘urrent Assets __ 12, sszf 137771 1.4432371-3730 ' 1438

AccoumsRecewablesturrcnrAssct:s. - *12 582 . 497836 1 665245.~63 02 f 903

Obsewed Accnunts Payables Deferral 12 582 205 4297 1?29 497 _23,) 2 45000 |
;Permd _ _ P i
; o .-m.-u._..- - ‘:‘ i *-ﬂ'i
(Observed Accounis Receivable 2 582‘-?120 002‘7-5 1293.55 | -2700 | 32400 |
,Co]lectlons Period _ i
bbserved I’nventory Conversion- Penod =].’2 582 2-85767 430 133SI -2'?0 i 15300 {

‘Nel Workmg CapltalfTotal Assets _

112,582 2037454 ; 6663‘?821-17 09 fl 017467

Cash Rano B

Workmg CapltaUN el Salcs

| Ak e gy St sty

.aWorkmg Cap:taUCash F Iow

9 7e.+l

_}Total Assets Tumover _

12,582{1.270001 8353‘?51’ 35 ‘ 804

.12 582110 55537 195.57752,-103. 1 4364 h
= m->>»---.~.-----u... 4--—--“-.---.- ...?_ e T )

12 582 -3 Set12 *9 86et14: 5'2?e+16

ileed Assets Tornover

iFixed Assets/Total Debt I

I'C;.lrrent L;abxlxtzesﬂ\?et Wm‘th

- Cun‘ent Ll ablhtles/lnventory

r12 58'N 7511854 8 751381

_ 95 25825

‘-95 6? 524 0105

'1184

j12 582 12 30667 95 98213 27 90 :

3 Short Term Debt!TutaI Debt
‘Net Worth/Fixed Assets '
Lon: Term Debth‘ otal Assets '

,...M.. .

by s o

: 2656‘74 23.L69 !

36?3

' 3560909:‘ 1923 53 633663‘

05 2519*

‘12 582 ’ 2852644 4088311 3 4095 4 155521 4

g[2,‘582 6358+08 69{}c+1{)‘ 1507 '? 74e+12

‘ 112 581 184 396 1935 24-5l —GI.4 ’61577 42
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Table(2): Testing for Multicollinearity: Variance Inflation Factors: (V’iF)

i 'Vanab]c

b i o Y e Te)

C‘asbeurrent Assets
’InVentol yr’Current Assets

s et S S S

10bscrvcd Accounts Recewab!e Co]Jf:cuons Permd
Observed Inventory Convcrslon Peried o

:Observed ‘Accounts Payahles Defen*al Permd

Accounts Recewab]esturrent Asscts

rShm’c Ten:n Defgtﬂ" otai Debt

rLong Term Debt/Total Assets

Nel Woﬂh/leed Assels '

'I’otal Assels Tumovar '

;Worl\mg CapxtaIfN et Salcs .

iN el kamg Capnal/TotaI Assets o
IDividend Yield

JRPT— P v e S S S

‘F;xed Assetsﬂ“ otal Debl

P S ——

‘Wol king Capﬂal{Cash Flow

: Rétéined Eammgsfl” ota]'Assets

Table (3): Testing for Fixed Vs Random Effects: (Hausman test).

1H0 di ffercnce in coeﬁ' 01cnts not systematlc

1bh12(16} (b B) [(V b-V B)“( I}](b B)

:—11144

‘szmhxz 0 00000

i
i
:
b

me the dbove table Wwg can: concIude .that 1he bcst model for ﬁttmg the f rst mode! is fixed

effect model as the.p-value associated with the testis less than 5%,
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Table (4): Testing for Linearity Vs Nou-linearity (RESET test)
Rantsey Testing for Linearity Vs Nen-linearity (RESET test) using powers of the firted values of
Observed Determinants of Total Stock Retushs.

Table (5): Testing for Linearity Vs Non-lidearity

Ho: the model has no omitted variables; H: the model has emitted varidbles.

F(3,12557)= 0.92

Prob>F= 0.4301

From the above we can conciuds that at 95% confident we fail {o reject the null hypothesis of the
Testing for Linearity Vs Noz-linearity (Reset tesf) which means that thé Jinear model is
appropriafe.

Table (6): Testing for Heferoskedasticity: Breusch-Pagan / Gook-Weisberg test for
heteroskedasticity

Ho: Constant variance of residuals

Variables: fitted values of Observed Determinants Of Total Stock Retumns

chi2{1} .=11832228

‘Piob> chi2 = 0,0000

From the -above fable we ean conclude that llie ﬁﬁl__l;hypqthesi’s_ of the Breusch-Pagan / Cook-
Weisberg: test for heteroskedasticity Is rejected and this. with confident 95%, this' meéan that
variances of residuals are not constant, this means that we will use the robust estinvation in order

to estimate the parameéters of the model.

Table(7):: Summary of the model

Fixed-effacts (withiin) ‘regrassion MNimber .of obs = 12,581
Group variable: ID Number of groups = n
‘R-sgiiared: ‘Obs per groupy _
Within® = @.1852 min = 192
Betwean = B.5898 avg = 164.0
overall = @,3829 max = 184
F(28,12448) = 73,12
corp(u_i, ¥B) = 6.5712 Prob > F = 6.8aee




Table (8): Observed Financial Determinants of Tota] Stock Refurns

. VariableSl

| Total Stock Retuins

Short-Term Investment Indicators

_Cash/Cuirent Assets -0.000136
| T (0.00152)
Tnventory/Curient Assets 0:00160.
o o _ o . {0.00252)
_Accounts Receivables/Cirent Assets (Liguidity Ratio) -0, 00244 %%
_ ' (0000776
Obseived Accounts Payables.Deferral Period -1.86e-06
' o (4.97e-06)
| Observed Accounts Receivable Collections Period 4.09¢-06
-_ ' ' ' (2.962-D6).
| Observed Inventory Conversion Period 5.55e-07
1 L (5.85¢-06)
| Net Workirig Capital/Total Assets (Liquidity Ratio)- 0.00638%%*
T T {0.0023%
Cash Ratio. 0.060229
~ {0:000355)
Working Capital/Net Sales 7.26e-06
e o - (1.42e<05)
Working Capital/Cash Flow (Liguidity Ratic) 322818 FaF
. - L . (1 19B15)
“Total Assets Tutnover {turnover tatio) 0,1 10%%%
o ' (6.0313)
. Long-Teérm Investment Indicators
Fixed Assets Tummaver. ' : . ~4,52e-05
' ' (0.000617)
“Fixed.Asséts/T otal Debt -9:35e-06
_ (5.32e-05)
- Current Liabilities/Net Worth =0, 000409
- - . _ (0.000531)
_ Financing Indicators'
Current Liabilities/Tnventory ' ' 2.51&-05
' o _ . {1.86e-05)
Short Term Debt/Total Debt (debt yatio — leverage ratio) :.0255%%%
_ j 1 10.00750)
Net Worth/Fixed Assets. C-0.00115
' ' {0:000809}
Lotig Term Debi/Total Assets -0.00758

27




_ {0.0101)
Retained Earnings/Total Assets (profitability ratio) _ G.1]e-14 %%
' _ (1.5Te-15)
) Dividends Indicators
Dividend Yield - 5.73e-05%%%
. i £6.7906)
1 Canstant : o . 0:252 %%
L (0.0108)
| Observations _ i 12,581
R-Squared . ' - 0.3829
| Nuimber OF ID . | 121
Robust Standard Errors in Parentheses ' ' |
4% P<0.01, ¥ P<0.03, * P<0.] R

Firstly, the account receivable / citirerit assels tatio Is considered as liquidity ratio that measures
the availability of the cdsh:in the: company. dnd mﬂuences the dividends decision if the- ‘company
will distribute dividends to. the shareholders or not. Alsg, if the- company. has a higher liquidity
ratio.may indicate-that thexr.can’ pay lijghcr dividends that companies have insufficient level of

-cash.

According to the observed Finaricial Detérminants of the Total Stock Retums' table, we indicated *
that the:variable (Accourits Receivables/Curient Assets) is negatively significint with the value of
the company which-means that it has -_1_1_egaiive‘gigna'iing."eff‘em' ofi the firm value (Table 8): Onthe
other hand, there is positive signaling theory of dividends theary (Bogna,2015).

Moreover, we- indicated from the obseived fi nancial determinants of the- total stock returns tahle
‘that there is othier two variables that measire-the liquidity ratio for the firm which are net-working
capitalitotal assets-dnd working capnalfcash flow. The fesults for bath variables are positively
significant on the fom value (Table 8).. Consequemiy, the resuifs for- thém agreée with the. results.

‘of Bogna Kazmierska-Jézwiaka- (Bogna,2013).

According to the observed Financial Determinants, of the Total Stock Retutns table, wé found that
the total assets tumover that measures: the firms’ performance raljo has a positive significant effect
on the value 6f the-total stock return (Table. B). Also, there:is a positive signali ing impaet for the:
wotdl asseis turiover and the performance:of the firm.and How- effective a compaiy total asset is

generating sales revenues and the appreciation of the value of the firm gOba-ld,2OJ 6.
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I addifon tothe above, one more variable is Short Tetmn Debt/Total Debtthat i3 stated in thetable
above and appears that it has negative significant effect o the tofal stock retumn (Table'®). This
vatizbie indicates the 's‘hoﬂ-terxp_ debt ratio and how the company is obligated io pay-their Hability
in-a shortperiod and how that.may also. affeét leverage ratio ﬂhd'liquidity ratio, There ida positive
correlation between the firm value (siock price)-and changes in debts waei ght and firms Ic_ver'ag_e
Tate (Masiilis, 1983). Also, niore stindies showed Iha'f'thn:thc’-fe_ve;'ag_e ratio of the: firm increases,
the company value and-its stock price-increase (Hayris and Raviv, 1990). For instafice, in Firdand,
‘many of the listed companiés {ried to achieve certain capital struchure to minimize the cost ‘of the
firm:and maximize the company’s profitability {Kjeliman and Harisen, 1995). This .aeans how

capital stiucture fot-the firm has a‘effect signaling on ifs value,

Profitability ratio is considered one of the most variables that has investment signaling effects
since: that ‘all the investors are seeking profit affer tax ‘more than the: initial invested capital.
Retained Eamings/Total Assets<s considered one of the variables that reflects the profitability
ratic and how the performance of the company is going on. According to-the observed. Financial
Determinants of the Total Stock Retuins table, we found that Retained Easnings/Total JAssets and.
the profitability ratio have:a significant positive impact on the stock refurn (Table 8). Acceording
to-Ritih Dian Pratiwi in *Do cagital siracture, profitability, and firm size affect firm value?”, stated
that the level.of the'_ﬁi"rn positively affected by the level of company’s profitability and the higher
“the profitis generated by the company the higher good sighaling forthe investors to invest in this
company and.also the incréase in the ‘demand for certain stock the increase in its value. Also,
accordingio our previous research, anyinerease tiv the profits in the company followed by incresse
in its value and the opposite is c.dr_r'e_m-.:_any-dccreasel--in-the._pmﬁt i’ the company followsd by

‘decrease in its valoe,

Dividend Yield is one of the variables thatare stated. ahoye?i'n:thc-obsewed'-l?inanc;'a] Detérminants
of the Total Stock Returns ‘table that is usnally used to calcnlate and estimate. the value ofthe firm
based on tie dividends paid by the company. The dividend yigld ratio in the ahave table indicated
@ sigrificant positive relationship with the 1otal stock rctum (Table §). Dividend -yield ratio has
significarit positive impact on. total stock retumn with confident 95% and the p value is less than
0.05 and total stock return equals' 5.736-05, this roeasns that when the dividenid yield ratio inereases
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by one unit fhe“;ot_aj stock return-increages by 5:7%e-0 Stnits given that all other -_.in&,@pel_ldent

variables are constast,

High _xnanagétneni of the company may use dividend fo convince the investors with certain
iniformation, thus-the tore of dividend to the sharctiolders means less informafion dasymmetry to
the firm.and the higher value of the firm (Watts,1873). Also, any‘changes.in the divdends policy
of the company lead to changes in themarker value and-the stock p_rice of the fim {Cheng, 2007},
To suin up, we indicatéd :from the observed financial determinants of total stock returns that we
have 7 variables out of 20 variables are significarit vadable and influence the'total stock retim and
the value-of the firm and below are the variables with th eirsigns (Table §).

» Accounts Receivables/Current Assets (Negative Sign)

» NerWeorking Capital/Total. Assets (Positive Sign)

e  Working Capital/Cash Flow (Positive Sign)

= Total Assets Turnover (Positive Sign)

 Short Term Debt/Total Debt Negative Sign)

s Retained Eamnings/Total Assets (Positive Sign)

* Dividend Yield (Posifive Sign).
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Second niadel: The relatmnsmp between financial Fundémentals. assoeiated with. Zerp-Defauit
Debt and Total Stock Returns

Table (9) 'I‘estmg for Fixed Vs Random Effects (Hausm:m test)

oy

I-io_ _dlﬁerence in eo efﬁclents Tiot systemauc

mh:z(l 6)= (b-BY[(V ] b- 3 B)"(-l)}(b-B) '
=11049

P10b>ch12 = O‘OOOCO' |

Fronz the above fable, Wiz can. concludc that the best modeI for ﬁttmg the {irst rodel is fixed

effect mode] as the p-valug assoeiated with the test is less than 5%.

‘Table {10): Testing for Linearity Vs:Noninearity (RESET test)
Ramsey Testing for Linearity Vg Non-lnearity (Reset test) using powers of the fitted valnes of

the financial fandamentals associated with zerg-default debt.

Table (11): Results for the RESET test

‘Ho: model has no oniitted vaiizbles
F{3, 12557y= 1169 '
[ Prob>F= 0.352.

From the above we ean conclude that.at 95% confident we fail 1o reject the null _hypbthes'is of'the
'Tésting.-' for Linearity Vs Non-linearity {Reset test) which: mean thal the litieaf modél is

appropriate.

Table (12): Heteroskedasticity test: Breusch-Pagan / Cook-Weisberg test for heteroskedasticity

Ho: Constam variance of remduals H: Ranciom vaiianee of résidiials:

Cchiz(l) =11433438

Prab “-?‘.Chlz = 0.,0000

From' the: above table. we can cenciude that the .nullnhypothes_is- of the Breusch-Pagan. / Cook-
‘Weisberg test for hetereskedasticity is rejected and this with confident 95%,. this meon that
wariances.of residuals are not constarit,_-th'isi-means that we will use the fobiust estimation iii prdet.

0. estimate;the parameters-of the model.

Table (13); Summary of the model
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F_ixed*’ﬁf*?_-_e'cté’ _'(_w_ithin} regression Wumber- of gbs: & 12,581
Greup- variabile: 1o ' Humber of groups . 323
R-sqﬂa__r:_e‘_d’:’ _ Obs’ perl group:
Hithin = @.1039 " min = 182
Betwaen = 8.5686 ‘avg = iea.3.
Overall = 8.3845 MEX = 194
_ ) F{28;1244). e 74,13
corr(u_1, xb) = B.55a4 Prgh, ¥ F = 28,0680
“Table (14): The Financial Fundamentals Associated with Zerp-Default Deht
: ' Total Stoik:
Viriables _ Returns.
' __ Short-ferin Investment Indicators _
| CaslyCurrent Assets ' -D.000107
. o ) _ {0.00167)
Inventory/Current Assets _ s 0:00177
: ' . ’ ' 1 (0.00276)
Accounts Receivables/Curfent Assets ] . 0.00278%%%
_ ' {0.000974y
{ Observed Accounts Payables Deferral Period. B | -6.08e-06%*
. ' (2.47e-06)
Observed Accounts Receivable Collections Period B.50e-06%*%
- __(2.71e-06)
| Observed. inventory Conversion Period . 786806
' ' {1.35¢-05)
| Net Working Capital/Total Assets 0.00382%%
' ' _ 1 {0,00150)
Cash Ratio , 0000289
' B T (00003217,
Working Capital/Net Sales '1.44e-05
. (1.66e-05)
Waorking Capital/Cash Flow- 37926 1Q%HE |
' ' ' {1.17e-18)
TLong-term Investment Indicators o
‘Total Assets Turnover- . _ D.130%%
. ' L . (0.0354)
Fixed'Assets Tumover. _ -0.000263
_ T {0.000680)
| Fixed:-Assets/Totadl Debt N ' | -8.94e-06
I - o - (5.96¢-03)
Financing Indicators-
Current Liabilities/Net Worth _ -0.000445
] ] ' N {0.000526)
Carrent Liabilities/Inventory _ _ | 2.33e-05
' ' {1.80e-05)
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| Skoit Term DebtTotal Debt. <0.0296*

(0.0161)

Net Worth/Fixed-Assets. 000116
" {0.000846)

‘Long Term Debt/Total Assets 000317
' . . {0.0144)

Retained Earmings/Total Assets, 6.1je-14%%%

B {1.5le:15).
S Dividend Indicator o
Dividend Yield ' ' 5.766:Q5%%*
(7.03e-06)
Constarit (. 258++*

) _ . (0.0126)
QObservations 12.581
R-Squared, 0.3645
Number OF 1D 121
Robust Standard Efrors in Parentheses.

x PLD.OL, ¥ P<0.05,* P<0]

According1o'the sbove table { 14), we are going to.analysis thetesults of the financial fundamentals
after optimizing with zero-default debt and 'comp‘cring;:",them with the results of observed financial

determinants.of tofal stock returns thit we just analyzed in .'t_a‘l;zlé' {8).

Starting with the vaf‘iable_Ac;ount receivables / Curvent assets that measures the availability of the
cash in-the firm and may- affect the decision for dividcnc’i_’s- ‘However; after using the optimizin g
model with zero<default debt we indicated that if has negative significance to the vaine of ihe firm
and the total stock returfl. In-addition to the abpve, that was the same resalt and trend and
significancy-for A¢count receivables./ Chirent assetsinthe observed financial determiinants befoie
optimizing model. This:means thatit isa robust variable, and the corporate planner of'a firm can

userit to reach zero-default debt.,

Secondly, the observed accounts payables. deferral period that:is used to know the period that the
company: ekes:ic payback its credits to the: suppliers or contractors and. the company with higlier
observed accounts payables d‘é’t‘é_‘rra; ;pcribd'-l:'nean_s; that it 15 a good indicator since-the comparny-is
going to use thé available cash and liquidity in oftier shortsterm invesiments. We indicated that

observed dccounts payables deferral period has a negative significant ‘efféct.on the total stock
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return of the gompariy (Table 14). On the ather hand, ‘the same variable kere was not the same
szgmﬁcance in the: observed financial determinants of total. stock retumns that was negative
1ns:gmﬁcan‘[ variable before optimizing mode). This means that the observed accounts payables
deferral period asa variable must be taken into consideratign’ by the corporate planner 6 hiave an

impact-an thetotal stock réturn and the vatue of the-firm.

In addition to the above). the acedunt recejvable colléction period variable has a different
sipnificance and trend in the financial fundamentals associated with zero-default debt (table 14)
then it has in the resutts of observed finam:lal determinants, of total stock returns (table 8). First,
the accoyunts:receivable collectmn period associates. the outstanding receivablés of the firm wlth
its total sales and that is used io know the duranon that cuistomers are taking to pay:the company,.
so.a low number of gceolints receivable collection penod is considered beiter,. since itneans that
the firm is collécting its receivables faster. The results in table 14 is that the aceount receivable
collection period variable has a signiticant positive impact on the total stock réturn and the value
of the company. On the olher Hand, the acecunt receivable collegtion period variable was an
insignificant variable in the observed financial determinants of total stock refurns table: before:
dptidnizing model. This means that it is-a new significant variable afler optimiz&gl;mode} toreach
zero-~default debt and must be waken into consideration by the corporate plannér to have an impact

onthe total stock return and the value of fle firm.

The.results teported in:the financial fandamentals associated with zero-default debt table that the
variable net working ‘capita/iotal assets has significant positive impact on the total stock retumn.
Moreover, the same: variable has the same trend and significance in the observed financial
determinants of fotal stock returns table before optimizing model (Table 8), Thus, the variablé net
working capital/fotal assets is a robust variable, and the ¢orporate planner of a firm can use it'to

reach zero-default debt,

'In additionto the abeve, working capital/cash How \?a;:iaElg.has: é.Sigiiﬁcan_t_positive ifmpact 61
the ‘total stock retum and it was the samie trend and significance in the observed financial
determinants of total $tock refutris table. Thus, the variable working capitdl/cash flow:is a robust

variable, and the cdrparate planner of a.firm can usé it to reach zero-defanli- debt.
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Assets Turnover variable s othiet variable that we indicated from (fable 14) that it has significant:
positive impact on the tofal stock return a‘pd' has the same trend and significance in the observed
finangial deferminants of total stock teruns table (Table:8). Thus, the vaiiable Assets furnover is

a strong variable, and the business planner of # firn dan-itse it to-reach zero-default debr.

Short term. debt / total debt variabie reférs 1o the obligation of the firin t pay their liability in a,
shoit period-and liow that may also affect leverage rafio and liguidity ratio. The tesilts reportedin-
the financial fundamentals associated with zero-default debt table showed that short term debt /
total debt variable has a significant negative impact on-the total stock réturn. On the other hand,
the sarne varisble has the same trend andsignificance-in the-observed financial deferminants of
total $tock returns, table (TalileR). This means that the variable short-term debt / tolal debt is a
strong vhriﬂblg-_,__.and the business planner-of a fiim can use It 1o reach zero-default debt and ithds

“an fmpact on the total stock return and thevalue 6f the firmm.

A;c_:__t_:oj_rdin'g‘ to the financial findamentals associated with zero-default debr table, retained
Earnihgs/Total Assets has'a significant positive impact on the'total stock: retuins and it has the
same ttend and significance in the observed financial detetmingnts-of total stock retrns table
(Table 8). Thus; the variable retained Eamings/Total Assetsis g robust variable, and the corporate

plénrier 6f & firni cari use it fo feach zero-defaulf-debi.

The.results reporied in iable 14 indicated that the-variable dividend yield has significant positive
impact on the total stockreturn, and it has the same tend-and sigaificancein. thie observed financial
determinants of total stock returns table before-optimizing mode! (Table' 8). This méans that the
variable dividend yield is an:effective variable, and the business planner of a-company can use it

to reach. zero-default debtand it has an ifluence bu the to1al stock return and the value of thefirm.

To. sum up, affer 8 compassion between the finandial fundzrentals associated with zero-default
«lebt table and the observed financial determirants of total stoek returns tablée, we concluded that
the same 7 significant variables in the dbserved financial determinants of total stock: retims table
are ‘still exists in the fnanciat fundamentals_associated with zero-defanlt debt table: afler

optimizing. This means. that these 7 .significant variables are very robust variablés, and the
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corporate financial planner of any institution can use these variables to reach zero~default debi.

Tliese variables are listed below:

* Atcounts Recelvables/Current Assets (Negafive Sign)
* Net Working Capital/Total Assets (Positive Sign)

e Working Capital/Cash Flow (Positive Sign)

¢ Total Assets Tumover (Positive Sign)

». Shoit Term Debi/Total Debt (Negative Sign)

» Retained Eamings/Total Assets (Positive Sign)

« Dividend Yield (Positive-Sign).

In addition to the above Significant variables; two more significant variables are found in the.
finAncial Tundamentals. associated with zero-default debt table. This means; that these: significant
vériables must be fakeq: into-consideration by the corporate plarner 1o have an impact on.the total

stock return and the valie of the.-finh. These two variables are [isted below:

#  Observed Accounts Payables Deferral Period (Negative Sipn)

= Obseirved Aceounts Recejvable-Collections Period (Positive Sign).
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Third model: The Financial Funidarhentals. Associated with Zero-Default Debt: The size-effect.
Table (£5) Descriptive Statistics of Proxies for Size.

In this subsection, descnpt: ve statisiics such as miean, standard _cievi'ai_ion._m’inimmn_,__and maximuin
are presented for all the variables of the study.

AT i e g s i o o ; T e i et et ...u‘.i B T e e M
1‘v’::u'ml.*rlf: -EObs rMaan iStd. §
i ‘dev

g
v
=
e

e
[
a
Vil
[l
4
—rt

¢ AL b e
L

"Natural log of Market Valug nf 12 580 8 96551 T 2 4901 ';3‘24_4.-

IEqmty (Proxy for Sz7e)

v.aan. - =-' e B Lt g

e 14 o

Wetghted Growth of Fixed 12,530 00011{19%007:237'§ 1338 (acgass
iAssets (Proxy fm SIZG) ; :
Table (16): Testma for Fixed Vs Randoui Effects (Hatisman test),
ﬁlodc‘llt:fm‘;ﬁc‘r; ;ﬂucunefﬁments mst sj)stema:[fr:“ _ '_ CTT— “*~
czu2(13) (an)‘[(v b v B)"(’_[)](b B o o
=233.1% st S
IProb>chiz = 0. gopoo T o N i

me thc abovc lable e can Lonc]ude that the best mcdel for f' tting the ﬁrst model is fi xed

effect model as tlie pvalue associated with the test is less than 5%.

Table (17): Testing for Linearity Vs Non-linearity (Resct test)
Ramisey Testing. for Linearity Vs Non-linearity. (RESET test) using powers of the fitted
values of the firancial: fundamentals-associated with zero-default debt.

r Ho: The-model has to- urmtted vanables Hy: The model has no omltted
Vanables

Fi3.12546)=  1.083

Prob>F= (35§

Fronis the above we can conclude that at 85%, confident we faﬂ fo reject thic null hypothésis of fhie
Tesnng for Lmeanty h'%:3 Non«lmeanty {Reset test) which means that the linear model is

appropriate,
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Tahle (18): Testing for Heteroskedasticity: Bieusch- -Pagan / Cook-

heteroskedasticity

Weisberg test. for

Ho Constant varianee'of rcmduals H: Random varfance of residuals

Varza‘o}es ﬁtted values of the financial findamentals assoctated with zeto-default debt

chi2(l) — =80791.35

Prob >chiZ = £.0000.

From the above table we can conchide that the null -hypothesis -of the Breusch-Pagan / Cook-

Weisberg test for hele_roskedashclty 1s rejecled and this with confi ident. 95%,. this medn: that

variances:of residuals aremot constant, this méans that we will use-the robisst estimation inorder

to estimate the parameters of the model.

Table (19): Summary of the model

Fized-effects (withinY regrassion Numbes oF olis
Group variables ID. flumber a_F'?"g_l'r'bl.E_pis
R-squaied: . Qs per groups
Within = ©.1138° min®
Bétweer'= B.4275 avg
‘tverall = 9.2843 M
o _ 'F(22,12429)
“corr(u i, Xb) = 9.4586 Proh » F

-

n,

12,572
321

1ea
193.5
o4

72:58
‘w.2nea

‘Table (20): The Financial Fundanentals Associated with Zera-Default Debt: The size effect.

Total Stock
Variables . ‘Refurns
_ . Short-Term Invesiment Indicators:
| Cash/Current Assets. ' ~0.000485
_' ' {0.00169)
Inventory/Current Assets 0.00234
o _(0.00276)
Accounts Receivables/Current Assets <0.00280 %%+
3 L . ~{0,000936).
_Observed Accounts Payables Deferral Period -4.36e-06
. ' . (7.03e-06)
| Obseived Accounts Receivable Collections Period 8.760-06%%
=l . L 02357063
Observed Tnventoty Conversion Period -9:28e-05
N ) {(£.32¢-05)
1 Net Working Capital/Total Assets _ 0.00322*
B {0.00180)
Cash Ratio 0.000424
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0.000371)

Working Capital/Net Sales 1.92e.05 .
' ' ' {1.49e05)
Working Capital/Cash Flow 3. D0e | RH+E
' _ (LI7E-18)
_Long-Term Investment Indicatoss S
Tota] Assets Tarnover ' D147
. {0.0324)
| Fixed Assets Turnover -0.000341
3 . {0.000676)
Fiked:Assets/Total Debt -7.03e-06
' ) {5:31e-05)
. Financing Indicators '
Current Liabilities/Net Worth -0.000580
: ' - (0.000709)
‘Current Liabilitics/Inventory L.078-05
{1.37¢-05)
‘Shoit Term Debt/Total Debt -0.0260.
| . (0.0162)
Net Worth/Fixed Assets -0.000246
I ' - (0.00123)
Long Termn Debt/Total Assets - 0.00746
o 0,042
Retained Baimings/Total Assets 6.11e-14%#%% =
' o {1.51e0-15)
_ . _ Dividend Indicators _
Dividend Yieid ' 5.66e-05%* |
' . {6.18e-06)
_ . Proxies for Size B
£.0g Market Value of Equity (Proxy for Size) 0.00969**
T | ' (0.00470)
{ Weighted Growth of Fixed Assets {Proxy for Size) -0.354%4%
' _ _ ’ {0.00991)
Constant 0.163%%%
| 0047y ]
1 Observations 12,572
| B-Squared 0.264
“Number Of ID 121

Robust Standard Errofs In Parentheses

EE P<0.01, #* P<(.05, *P<0.]




Firm size is-onie of the essential factors that affect the value of the fizm, and it can be observed
from the size.of the sales of thie coimpany and the tolal asseis owned by the¢ company. This mieans
1hat if the-company has:a [ar g¢ value of sales-in the current-year that will increase the forecasted
-sales for the coming years since the base year is-high and that-will incréase the value of the 5 irm.
A]so If a company has a high amonnt of fixed assets that means that.the ‘company. needs. high
invested capital to operaie. thit leads to L] gher value for the Lompany Consequentily, that will lead
ta the large size of the company-and-the investors interested in investing and- cooperating with the

targe companies than the small one and that will also increase its'value (Pratiwi, 2020).

This. srudy after adding the size effect fo.the financial fimdamentsls associated wsth zero—default
debt found thiat two additional variables-rétlect the proxy for size-éffects have significant i impact
on the value of the firm, The two virigbles are the log market value of gquity variable that has
positi\-’e-‘-'si'gniﬂcanl.‘ impact on the value of the firm and the weigh‘ted giowth of fixed assets that
'equlty_vanable-a,_nd _the wai g_hlcd _g_mwl_h- of fixed assets va‘nable' are two s_l_gm'hcant wriables_ that
corporate. planners must pit into-consideration while their strategy to incregase the value of their

firtns. .

On the other hand, other researchers con¢luded that the size of the eompany has no effect on the
valie of the firm if it:is seei from its total assets because the size of the' assets does not necessary
indicated to ilie efficiency and effectiveness of the invested capital from the management (Dewi
and Wirajaya, 2013).
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Fourth-model: The Financjal Fundanienials Assocxatcd with Zero
Effect

Table (21): Descriptive Statistics

Irr this subsection, descnptwe statistics sucli: as meap, standard dewanon minimum, and makimon:

are presented for all the variables of the study.

-Default Debf: Tl1c..Indu'Sttjy

e

i
L

Varable T fobs” [Mean {Std. dev. Min| Max |
Enterinment a5 [odesnaa [3114T6R T T
SDﬁwmé(system&Apphcanon) 112,583 5919568 | 288976410 I
Pharmacy Services 12,582}, 0082658*0905434 o 1
Medical Supplics. 112,582 (01470351 1203682.0 {1 |
Diversified Co. 12,582;0147035 12036820 1
E-Commercs 112,582 0340168 181279790 1
AAlr Transport. 112,582 0082653fd§65434 00
Biotechnology """_'!12 582 0533302 1224609900 )
Semiconductor C T Thasealioteza5 00308400
\c@puters:)ﬂwam T "'_"';12 53250165315s127513 o
Ttemet e e (115 [
Tolecom. Semvices T _’7,12 5821.0321868], 1765083 0 j1 |
_-lndusmal Senuces _ o 112 582 ] 0193133 1376292 0 P
\Retail (General) 7 112,582 f"0643777r24§ié¥3 o
Transpottation. h2sszlo128755 112742 6l

Real Estate (Genoral Diversified) 113,582 }.0064378 07998020 11
He Healt]mmeEqmpmcnt 112,5821.0193133[13762920 11

{Wireless Notworking {13,583 0064378 L799802 101
‘Healtheare Products 258 0321888 | 17650836 1. |
{Advertising | 112,582 10064378 10755802 0 T
Construction Tz 582%0064378;079980‘? 0HT

Financial Sves, (Div.), T }12 58210257511 158308110 |1

*Drﬁg"é"(;éibreahnol%y) " TRZss2 10128755 112745 b
IFood Processing | i3, 582?0128755""1"12742 01

{HoteliGaming I '”112 582 0064378;0799802 b

_‘.é"ékiéfé"g'é”i"s"é%c"bﬁnﬁj” 155821 10064378 | 0799307 fo TR
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Retail (Automotwe) TTTTlin s 006437R 0700R05 0

H

IAutemaotive T 2,583 (0108755 A12722 7% 1]
{Homan Resourees T, 532f0064378s0799802 o i
:compmerszpenphefa'l'é TS, 582{01287551.112742 10§ ;
Broadoastng i 582?0064378‘ 0795802 [
Software (Intemety i 58310064378 107998020 ™
IBanl«?Efb'icfmé-g?c.‘cmcifwmm """%*12 5821 0064"3"7“8‘ o700z q
Elestromios TS, 58210&64373'%357"99802 0o
lAcrospace/Deferse "'"“""“""”"""'mﬂz 582[0128755112742 0 R
{12,582 0064378 K.evggsoz o

Oxl!Gas (_Pz‘educhon and Explurauon) 5. i ,
Beverage T "f':ilz 582:006437 ! ?998 I
[Compuier Services T3, 583 0064378 0799805 0 T
,ﬁélﬁlhg}hgn“'lmm TS 53210064378‘0799802!0 i
;ﬁ;hgﬂ’harma) T ;12582200643?8 [0799802 0 o
A’pﬁdﬁef T - 17382 0054373 0799802 0

Table-(227): Testing for Multxcolhneanty (VIF)

.*Vanab]a _
"iCash/Currcng:&éts_miﬂmwm-r““‘mm' - mw

[invenl: 'y/CucrentAssét;ﬁ i e e ‘,H_ !
'-fobse;wed Adtounts Rec ewablc Collectlons Penod _ _& *fzél’
tLongTennDebD‘Total Assets - _ o 232;
Phs‘?ﬂcfi i';;r::nto:y Convers;on Period o _ o ) ;2 Iwﬁi
iObserv Accounts Payabln:s Dcferral Period

iA{:co‘le_ts Rccewab[es/Cun‘.em Assets _ _ i
T:O{af Aggetg Turmover ' ‘M_-m.“.-. . e T M:_gl ol i
{Short Tem;.Debthotal cht ' D ;1?’[}I
~Soﬁwar‘e (Intemet) ' - T o *:j{—f’;r
’é::ﬁ;;éfe (Systemn &App]lcauon) T 3145
*Scnnconductor _ _ - _ i 43 ;
|
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_NetWortlﬂleedAsscts | T - ;139’

.‘E Commercc ' o ' | 1133
;quter.‘.hnofogy . ' ' .. . . 11293

%Finducia‘l Sves. (Dnl;r)

’Tclecom Servlces )
‘lecd Asse.ts Turnover -.,

;kamg CapltaI!Net Sales
;Entcrtamment '

N et Workmg Capltab"'l'otal Assets

1Healthcare Products

glnteme’t 7

:'Current L: ablhtxes!lrwemory

';f-l'e‘zﬂlmft-ﬂcare Eé{fﬁ;ﬁ;em - o

| 2Med16;f Sﬁgphes .A__._w,,_._.w.._.ﬁ,.ﬁ, P w*

.,156}5&"152556;"51&;; ........................................................

'fﬁ}ﬁ;g“sw(ﬁfotechnology)

"'i‘rarispm’tatmn o B,

stverszﬁcd (—3'67” T _

_*Acrogﬂéaémefense et e e e | m
rF’Ch)_il,f(}as (Pmducuon aud Bxploratmn) o _ T {16'?
.C‘omputcrs/?cﬂphemls ST !
Bmadcastmg a o - _ “ _u_ LR
Fixed Assetsfl"otal Debt o T heed
;Automotwe ' N T _ o o 106!
Beverage . 06!
[Human Reésonroes o TS
Wireless Networking s
[Bak (Money Genteg) T T
Cash Ratio ’ T ) 1105
'Advertlsmg o o o o o fr(ﬁa
_'Retall (Automotwa) T o o ' 104}
:ﬁeal Estate (g}eneralr‘mvers:ﬁed) L o ’1041
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e S
%ﬁ;ﬁingfﬁxg]‘iéulthfé- o _. _ TTTT— ‘104
Beverage (Sofi brlak) T g
Electronics ST | .04}
. * .
Drug (Pharmay o 103
vy Tl & By~~~ gy
Current Liabilitios/Net Woth T
[Retained Earnings/Total Assots TGO
Working Capital/Cash Flow " R

Talile (23): Testing for: Fixed Vs Random Effects (Hausman test),

iHo: difference in ;oéfﬁc_igl_i-_tg'nm_syét_émaﬁc o T o “Hi

551‘52(533'*'(??'3'3'[_{"’;‘5*";32"(41‘}T@-B), e |

A I T I

Prob>chi2 = 0.0000 _ i

From ‘the dhove tablé, we ¢an conclude that the best .-model-fol'-.tiﬂing; the first model js fixed
effect model s the p-value associated with the test is less than 5%:

Table (24): Testing for Linearity Vs N on-linearity (Reset test).

Ramsey: Testing For Linearity Vs Non-linearity (Reset test) using poweis of the fitted values of
the financial fundamentals.associated with zero-default debt.

Ho: The mode{ hias no gmitted variables; Hy: The model has:omitted
yarigbles

F3, 12515)= 1397
Prob>F= (.242

Fro_m'fhr_.; above'we can conclude that at 95% confident we fail '-fo rej.cpt the. null hypothesis. of thie
Testing.for Linearity. VsiNon,-li'nearity (Reset test} which means tliat the linear model is
appropriate, '

Table'_{25.-_)_'::Heterbskedasticif‘y test: Breusch-Pagan/ Cook-Weisberg test fof heteroskedasticity
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Ho: Gonstant variance of residuals; Hi: ‘Random-variance of residuals

chi2(1) =96117.6
Prob > ch_iZ_ = 0,0000 _ _
From the dbgve.table-we. can conclude that the mull-hypothesis of the 'Brcus'cli-?a;gan_f'- Cook-

Weisberg test for heteroskedasticity ‘i rejected 4nd this with confident 95%, this mean that

vatlatices of residuals aré not constant, this means that we will use the robust estimation in order

1o -estimate’the parameters of the:miodel.

Table (26):Sumimary of the model

Figed-effects (within) regrestion Mugséc of obs - 12,581
‘Group vaiiable: IG Mumber of groups = 221
R-Squared: Obs per. grbup:
Yithin = g.1209 min = g2
Betveen = B.1163 Hvg 1E4,0
verall =-8.8940 max = 124
_ 5 #(59,12491), . 28,00
corr{u_i, Xb) = 8.22855 Prob-»:F Fd - g.00ea

Table (27): The Financial Fundamentals Assocjated with Zero-Default Debt: The Industry-

Effect
“Variahles. ' C - | Total Stock Returns.
: Shoit-Temn Investinent Indicators
Cdsh/Current Agsets _ -0.000137
_. | ~(0.00169)
Inventory/Cuuzent Assets ' © 0.00198
T __ (0.00276)
Accounts Receivables/Current Assets : -0,00205%¥*
L . {0.000926)
Observed Accourits Payables Daferral Period . - -5.21e-06
g T . _ 8.34e-06)
| Observed Acourits Receivable Collections Period ' 7 47e-06
. ' (4.69e-06)
Observed Thventory Conversion Period. _ _ -0.32ex0b
' ' L |l (1.16e-05).
1 Net Working. Capital/Total Assets 1:00465%%
' _ ' (0.00206)
Cash Ratie: ' ' _ 0000335
’ ' ' ' _ ~ {0.000328)
Working Capital/Net Sales . _ ' 1.14e-05
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_ " {1.57e-05} |
Working Capital/Cash Flow L . 3,396 1G*¥F
' L . (1.17E-18)
Lonig-Term Investment Indicaiors .
| Total Assets Turnover '  (.145%%%
' . . . - {6.0291),
| Fixed Assets Tumover _ ' -0.000381
B (0.000571)
Fixed Asséts/Total Debt o . 3.68e-05
i ' ' (6.45e-05)
_Finanging Ind:cato:s N
Current {igbilities/Net Worth _ ~-0.000473
o ' {0.000550)
1 Current Llabilit‘iesflrwenmry R - 1.26e-05
" N ' ' L (1.59e0)5).
Short Term Debt/ Total Debt - 20.0319%%
_ ) (0.015 1)
Net Worth/Fixed Assets  -0.00144%
' ' . ' {0.000727)
1 Long Term Debt/Total Assets ' 0.000200
o . o . (0.0130)
Retained Earnings/Total Assets ' _ B ' 6.1 le-14%#*
' . (1.51e-0:15)
. _ Dividends. Indicators o
Dividend: Yield  5.53e-05k%
' " (4.65c06)
‘Type of Industry (Dummies; bitiary value) _ _ Yei
‘Comnstant, ' ' 0.264%%%
. . —— 60130
Observationg _ ) _ 12,581
R-Squared . 0.094
Numiber OFf 1D B ' i
{ Robust Standard. Eirors In Parenthieses: ' '
Ak P-.<.__U,Q] . FEP<ONS, ¥ P<h.]

Afier examining the impact of the industry- effect on ‘the optimized financial fundaipentals
associated with zero- default debt, we concluded that we have eight significant variables thal have

&n impact on the total stock return and the value of the company, and the list-of variables-are below:

+  Accounts Receivables/Cutrent Assets
» NetWarking Qapital/Total Assefs
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* Working Capital/Cash Flow

*  Tota) Ajsets Turnover

= Short Termn Debi/Total Debt

* Net Worth/Fixed Assets

* Retained Earnins/Total Assets
» Dividend Yield

This study: after adding the industry effect to. the financial fandamentals associated with zerg-

defauli debit found tiatone additional variable “net worth / fixed assets™ has.a significant impact

on the value of the firm. This yariable has negative significant impact on the value of the S,

This means that the net worth / fixed assets variable is a-signifioant variable-that corporate:pldimers

-must put into‘considération while their Strategy 10 increase the value of their firms,
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Robustness Fests o _
Fifth model;: The Finaricial Fundamenials Associated. with Zere-Default Debt (N‘egalively.

Skewed Total Stoék Returzis)
TFable(28): Desp_ri_p tive Statistics

In thissubséction, descriptive stafistics stich. a5 mean; standard deviation, .mi;iimum,_ and maxinwii
are presented for all the variablés of the study,

IMa}rc :

rVarm;t.)lé T Obs ’M;:an wSt& dev -Mm

Total Stock Rerurns (Negat“’ely 7654 *0 1961532 1 12818 -9, 92993 *1065179
_Skewed} o ‘_

CaslﬂCurrent Asscts _
Inventornyurrent Assets

. Assets

(Obiserved Acodunts Payables 654‘165 1566 969 815 f~3 10:701 20700
.Deferral Penod I

(Observed Accounts Receivible. 7,654 I95 94616 mso 137 1-2700 ,32400
aCollcctzons Penod

~~~~~ i s e per --»r.»------- o

‘}?fgzgv ed Iniventory Conversion 654 73 34295 ;305 5983 ;-270 5,7650

.-"ﬁe}'%ii&H{Eéﬁ{aurotai Assets 7 65’41 2439988 2728532r-2 74214 | 9949386:

ONGR f
!
chkmg C aprta!/N et Sales 7 654 I-828769 l 46e+07 . Ol 08 4586 433

'szkmg Capztalf'Cash Tlow 7 554 s 375849 ;680 8221 [-10901.2" 153039. 69 ¢

P

D e PP T S N I

.Tmal Assets Tumm?é{ T 5’;654;2226563 e1767,358'1-2 1e-08 *1 331489

'r ed Assets/TétaI Debt

"cﬁl?&?ﬂfabﬂmesmet wmh”“"' 17,6541 7 ,9 3127 =-94 25 “15
IAccounts PayablesfSales T 6541-69508.77 749638 (530407 547, 587
Shot Term Debt/Towal Debt 17, 5'54; 5447431 2684375 "6 """"iﬂl T
Net Worth/Fixed Assets .7'5?1[1 516998 12.953487 (23,661 si'h“ﬁ"'?s'i?_
-Long’TennDebquuny T t76541050253 13083551.331.89 1683.¢ 6369

=Rezamed Eammgs/’i"otat Asscts -7654 0030893 1426649 18786 7406146

e i el
L

63 654e103 7345 11221 188lp

T SRR R o L At 1k ey B g e i et e
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Table (29): The resulis for the Multlcsllmearlty test (VIF)

Var]abje Ml e A cut e w IS .-v-.'.“'_‘t‘.-‘._--.-.i.-_,‘-“-...--_- _..,,....__.‘__—, ."'..-1-‘....--' .-nT,.—\..n.._....._-,_-,_-..,...\_.‘..,.. I‘.’—_:R;II‘E}_ et eyt ;
.' ;‘;EE‘oums Payables!Sales ' y | . | T ‘_ o :3 81 B

.Observed Accounts Payableg Deferr al PEnod e —
Cuchnt Llahihtles/Net Worth s

,—w-.-,..-..

Imfcntmnyun ent ; Assets
AN et Workmg Cap;talfl‘ otal Assets

gAccounts Recelvablesz’anent Assets T

;I”Nel Wmﬂﬂﬂxed Assets - _
jégsh}"lf Cuﬁé}nAssé‘tsq - M h I
amed Eanungszolal Asse}“s N -—

+ Torm Debnf'roral Debt o

sF:x’ed Assets Tumover

f'he Asgetsf'rotal D(_‘,bt ot v grvie o

] .'lélng Cap;tal/Cash Flow o
,Currcnt L;ablhtlesﬂnventoxy "

Y s ey --‘vw-vr»-»»——-—-u-—- T TR A St et e e o v e e i L e e b UL WV

Ho: difference in- ceefﬁc:ents not systemaho

nd

From thc above tble, we can conclude that the: bestmodcl fol ﬁmng 1he ﬁrst model is fixed
effect.madel as the-p-value associated with 'rhe test is less tham 5%.

Table (31): Testing for Linéarity Vs Nonlincarity (Reget tes't}_

Ramsay Testing for Linearity Vs Non«lmeant}'-"(Res'ct't'est} using powers of the fitted values of
Total Stock retuins: {Negatively Skewed),
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Ho: The model has no omitted variables: K The'model has nooinitted
‘variables

FG,7630)= 158

 Prob>F=  0.1919

From the above we can conclude that at 95% é.onﬁdéﬁ_t:wt: fail to fej_je’c’t,ihe null hypoibesis of the.
Testngfor Linearity Vs Non-lineasity (Reset test) which means that the linear model is
appropriste,

Tahle (32): Heteroskedasticity test: Biensch-Pagan / Cook-Weisberg test fur heteroskedasticity

Ho: Constant -"v.a'ri_an"c_e of resitltla_lé'; Hp Réndom'v_‘ariaqce of residuals

Variables: fitted values of Total Stock returns (Negatively Skewed)

chi2(l) = 1154017 |

Prab > chiz=_ 0.0000

From’the. above table we. can. conclude that the null-hypothesis of the Breusch-Pagan / Cook-
Weisberg test for heteroskedasticity is rejected and this with confident 95%, this. mean that
variances of iesiduals are-not constant, this means that we-will use:the robust estimstion in ordet
to estimate the parameters of tlie model. '

Table (33): Table : Summary of the model

Fixefl-effects {within} regression Number of ohs = 7 854
Group variable; fn Number of gropps = 128
R-squared:. Qbs per group: ]
Withia = e.@815 min = 1
Between = ©.6228 Avf = 63.8
Overall = 64,4630 mag-= 182

_ _ F(28,7518) = 3336

garr(U_k, Xb) =8 6398 Prob > F = 0.0800

Table (34): The Financial Fundamentals Assaciated with Zero-Default Debt (Negatively:
Skewed Total Stock Returns)

Total Btock retinns
Variables N _ - (Negatively Skewed)
' . Short-term irivestnient Indicators: '
Cash/Current.Assets _ ' _ 0.0558%%
T T (0,027
Inventory/Carrenit Assets o -0.0854+%
. B . . {0.0333)
‘Accounts Recelvables/Current; Assets » _ -0.00451
. o _ 1 (6.0202)
Obseived Accounts Payables Deferral Period. 3 4.27e-06
' ' (2.69e-06)
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| Observed Accotnts Receivable Collections Period. -3.03e-06
' \ ' ' {4.43e-06)
Qbserved Inventory Conversion Period 2.00e-05
| . "" (1.56-05)
Net Working CapitalToial Assore -0.0297.
o ' (0.0250)
Working Capital/Net Sales -3.84e-10
B o (3.03e-10).
Working Capital/Cash Flow 6.062:07
' B | (1.31e05)
Long-term myestment Indicatois _
Total Assets Tumover B ' 0102+
i ' .' _{0.0491)
Fixed Assets Turhover . =0.00336%%
. _ (0.00159) -
{ Fixed Assets/Total Debt 0.000389 %%+
. (0.00011 R}
Financing Indicators '
Ci._lrrcn't_ﬁll}iab.i]i'tiés{Net ‘Worth 0.000306
o _ ' (0."000385_.)..
: L@ul’réﬁt"l_-;fabilitiesf Inventory 3.61E-20
' . ' {I.766-19)
Accounis Payables/Sales 7.33¢-11
{2.62¢-09)
Shost Term Debt/Total Debt -0.0264
B - (G.0268)
Net Worth/Fixed Assets -0.00168
~ {0.06113)
Retained Earnings/Tota] Asséts .0464
: B _(0:0436)
- Dividends Indicators .
Dividend Yield ' 8.0l e-f15%x%
- Constant 0. [87%%x
' ' (0.0170)
Observations 7,654
R-Squared 0.463
 Numiber OFID 120

Robust Standard fE_rroré. in Parentheses.

*%%'P<0_.01-,-%.* P<Q05, #P<h.]
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Sixth model: The Financial Fundamentals
8kewed Total Stock. Returns)

Table {35):; Deseriptive Statistics

_JVari;EI::m rrrrrrr iOBg fMéan
’Nf:c){;l §t'6ck' Riatums (’Posxtl:\;él} R P
;Skewed) 4928 4131]26
Casthun eht: Assets

’4 928 3079 | 82

__‘._ A e gm, e re s aran

_ lnventm nyun ‘ent Assets A

2L 500943 .5

Asgociated with Zero-Default Debt Positivefy

fStd dev‘ me xMax

i g e it o

- ] ;
71 _.346,2 18613 II 06285!

e T O S R R |

-'Accaunts Recelvablesff,‘umnt
'JAssets

;4 928 § 261271 9|

T e ,- PR

=4 ,928 f257 9805

S Y A

Dbécrved Accounts i’ayables

_Deferral Penod

’E)"}S“s”éi%éEKEEEHﬁE'"ﬁcEe’E};i:{le B ”i e
{Collacnons Pericd 4 928§ ;157 3665
: Obse1 ved, Inventqry Convcrsmn g 4 07 8 I 20 6I 4 1
:Perlod

: Nel Workmg Caprtalf’l‘otal Assets ;‘ 528 2566081
}Cash Ratio h 155309

’4928' .

‘-\ A ey

I
207272 fz

2459445

:1345 8191 -2323 2 _,,-45000

1599 IB‘S’ 14945 52400

N e

’570 9744 -22 812 - 1530{}

i
i
i

izsiéls .-2 3866 !98711972

i L L

12.445983 1.5, 1&08 %3 62783

e e e it ottt it e psstoms et

15'

:Workmg Capxta]/Net Sales 4923* 1441451 ;2.63&4}7,1 36400 | ,3865 062,
IR I
‘Workmg CapltalfCash P]ow ?4 928 [15.52478 | t583" 8665 ‘E20636 71 fl 8636. 22i
Total Avsets Tumoyer '34 é’iﬁ*"zisazm_'"“ééofsss», 35190 }2 0968?15
[Fixed Assets Trmover “""““"34 928 (8404275 12.98827 14 45356 19434697
EI;ESdAssetsfro:al Db 4‘§§§‘é“é§ib§ """ 343076210 l747i308 I
'6ﬁgai§aabxl1tlcsflnventoly TSR, Ie+14 (LS5ek1610.Tex1 i 4313+17=.
gAécbun'tsP-aS/ablesfSé]es *4 928 5-12892 :4 03e:+07 ,2 46400 | 1359 95 165
Shon Termn Débt/Total Debt 4 ) i 555763 ﬁ“ﬁsms 6 g1- ‘
_*Net Won‘hfﬁxedAssets ' ~ 14,928] 1674147 337593823038 543 ?
Retained Earnmgs/'l‘otal Assets 13, 923[ 03172 219205313 1§58 895545 ;
-&Dwidcndvleid T ,4“92?:316 8204 270?396&) - *61575 59'
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Table (36): Testing for'the Multi_c'qﬂ_incarity'(VIF-tcst)_.

Vé}:lél;_[; S— .. ~ - ._ AR SRR I\]]F‘“Mﬂm.é
oﬁééié&‘]&&é’&ﬁﬁ%g“ﬁécemme Ce]lectmns Penod T s
;Egsh!CurrentAssets """" ' o ” 3 | B §208 """" T :
;66sé&éﬁwggégﬁﬁ;.shééyabié;T)EF{:H&] Penod TR T T
IObserved Tayentory Convelsmnl’er:od ) I i
_.f"f:i;cmmyfcurrem Assets B |
[Cash Ratio o I
Net Working Capital/ Total As}"éé“_f" o TR T
'ﬁct_\i}St:‘E}nJFIXEd Assels o ‘ ' R 181 d N

Total Assets: Tumover ST o ohm T o
Aecounts Receivables/Current Assets ] _. o o i *“§160M
Sbort Term Debt/Total Debt g
'Ré?g:;l"ed Earmngsff otal Assets T I D

D1v1dend Yleld CoTT ) T f]hl_4 llllllllllllllllll i
F:}:ed Assats Tu'r;;r;rel T {13 o

ﬁ&rﬁmg CapltaI/th Sales _ o wm;l 09 !
Fixed Assets/Total Debt o T m“h_—ﬂilmbnsﬂwm"
Workmg Capital/Cash Flow ” M o ._ T {1.03 T _
‘Accounts Payables/Sales | T T
Currentl.lahlhnesil’nventory o . ' N ml(}() .._ i

Table (37); Testing for Fixed Vs Random Effects {Hausman test).

i{-{oﬁﬁﬁ‘crence in coefﬁclents not systematlc o w_;_;. __ '_m_' *M'ME
ch12([3) (b~ B) [(V b-V B)“(-]’)](b—B)

165,05 | N "
liigl-);c;hiz 0 00000 _&_v.,MHMMH,__M“Fm |

“From the above. table we can conciude thaf the best model for fitfing thetirst modc} is fixed
effect model as- the p-value associated with the test is less than 5%.

Table (38): Testing for Linearity Vs Non-linearity (RESET test).
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Ramsey Testing for Limearity Vs Non-finesrity (Reset test) using:pawers of the fitted valueg of
Total Stock returns (Positively. Skewed),

Heo: The model has no omitted variables; Hy:The model bas omitted.
variables.

F(3,4904)= 0,59

Prob>F= 0.62]5

Fiotn the above we can conslude that at 95% confident we fail to teject the aull hypothesis of the
Testing for Linearity Vs Non-linearity (Reset'test) which means that the Hnear model is
apprapriale.

T_ab!i: (39): The Results for the Heteroskedasticity test: Brensch-Pagan / Cook-Weisberg test
for bigteroskedasticity

Ho: Constant variance of residuals; Hy: Random variance of residuals

Variables: fitted values of Total Stock returns. (Positively Skewed)

chi2(1)  =26680.53

“Prob chi2 = 0.0000

From the ‘above table we can conclude that he null-hypothesis ‘of the Bfeusch-Pagan / Caok-
Weisherg test fa;’-ihgt_eln_skedasﬁci'ty is rgjected and this with confident 95%, this mean that
Variances of residuals are pot catistant, this means, that-we, will use The robust estimation in Grder
to estimate the parameters of the model.

Table [40): Summary.of the model

Fixed“effects (within} fegsession Number of obs & 4,927
Groip variable: I0 Numbsr of proups < ‘131
R-squareds obs per-group:
Mithin = 8.1096 min. = 2
Between = B.a483’ avg = A8.7
Overall = 98.3874 max w 184,
. _ . F{18,4787% = 3181
worr{u 1, Xp} = 84953 Proh > F = .8080
‘Table,(41}: The Financisl Fundamentals Asseiated with Zera-Default Debt (Positively Skewed
Total Stock Rernms)
Total Stock:
retums
(Positively.
Variables L Skewed)
Short-term Investment Indicatars
Cash/Current Assets _ 0.0272
' ' (0.0310)




Inventory/Current Assels 00647
| | (0.0758)
Accounts Recéivables/Current Assels 0.0245
' o (0.0389)
1 Observed Accounts Payables Deferral Period -1.34e-05
» ' (1.272-05)
[ Observed Accounts Receivable Collettions Period -3.44e-07
(7.05¢-08).
Obsérved Tnventory Conversion Period -7.06e-06
o .. (1.02e-05)
Net Working Capital/Total Asséts 0.0228
ﬁ o o (0.0398)
‘Cash Ratio _ =0.00446%
' _ (0.00251)
 Working Capital/Net Sales ~2.83e-10
' (2.076-10)
Working Capital/Cash Flow -1.27e-05%%*
L . _ (3.22e-0§)
_ . Long-term Investment Indicators .
‘i Total-Assets Tumover ' 0,179+
' ' (0.0501).
_Fixed Assets Turnover 0.00155%*
: (0.000780)
Fixed Assets/Total Debt - -4.61e-05
' ' ' (3.08e-05)
:Cun-eﬁt.I;iaibil_iticsﬂnvEntofy . 3.61E-=20
' T (1.76e-1GY
Accounts-Payables/Sales ~0:.54F-12
- . (8.31&-11)
Shoit Temy Debt/Total Debt -0.0564*
: £0.0326)
Net Waorth/Fixed Assets -0.000264
' . {0.00283)
Retained Earnings/Total Asséts -(.0245
' {0.0332)
_ Dividends Indicator 3
1 Dividend Yield ' 5.]13e-05% %+
: {1.182-05)
1 Constant :3BREEE
{0.0246)
Observations 4,927
R-Squared 0.3704
- Number OF ID. 121.

_Robust Standard Errors in .Par;:nﬂ':'es_c_s
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{7+ P<0.0T, ** P<0.05 FP<01" T ]

Refeiring to the: financial 'ﬁjndamenta‘ls‘ associdted with Zerp-Default Debt (N egatwely Skewed.
Total Stock Returns) table, the researcher concludes that thereare only six variables are signifieant
as below:

. Casthunreht'Ass.ets (Posirive sign)

*  Inventory/Current Assets (Negalive sign)

* Total Assets Turnover (Positive sign)

+ Tixed Assets Tumover {Negative sign)

s Fixed Assets/Total Delit (Positive. 51gn)

*» Dividend Yield (Positive sign)

Alsa, the results in table number4]l indicated that there are only six viriables zre Significant asthe
below list:
. 'Cash‘R‘a‘tio.-ﬂ\{eg;}'ﬁ\reiSignj'
‘- W.nrking Capital/Cash Flow (Negative sign)
*  Total Assets Tumover (Positive sign)
»  Fixed Assets Tumover (Positive sigh)
* .Short Term Debt/Total Debt (Negative sign)
* Dividend Yield (Positive sign)
Aftei-a comparison ‘betiveen the two tables with ‘negatively-and positively skewed, we concluded
“that there are only three conumon virfables-are significant in both models which'are the foliowing:
- Total AssetsTurnover
» Fixed Assets Turnover
* Dividend Yield
It is obvious that the total assets. tumnover variable-and dIV1dend vield vaiiable are fragile'vaitables.

since tﬁcy have the same sign in the pasitive and negative skewed table which means thatwe can

not consider them as reliable variable:that influence the- ‘total stockretan and the value of the fiim.
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However, the fixed assets umover variable is the only robustvariable since it s.significant in both
models with différent signs which means that it is:the only variable that'{s relizble and influences
the fotal stock retum and the valie of the firm,
Ini.addition.to the abave, the fixed asset tumover has a positive and significant impact on the return
o1 agset and the value of the firm (Puspita,2021). It.means that when the fixed -assét rumiover
Increases the: value of the finnt and the :fotal refum inereases. Alsg, total asset turnover hus ‘a
significant fmpact en the ﬁrm valug, and" jt. does not have ap impact on. profitability
(Hasangapoﬁ:ozl).
The fixed asset lurnover is a ratio. that. determines the extent to which the.company's ability to
gererate.sales is based on the fixed assets owned by the tompatiy: This variable is very essential
since it 15 measuies how effective a company total asset is generating sales revenues and shows
the-co-integration ‘of the finaticial information because it measures factor from thie balance sheet {
Fixed Assets ) by‘-_résult_sj_-in total sales which.is [nother financial staterent { Tneome staterment I
and it indicated the link of the financial analysis and how the corporate: planner car link hetween
the income statement and the balance sheet.to-have a ‘variablé that can measure. and influegnce on
the value of the firm. *
Conciusion
This thesis-examines the financial factors _that_cmpm‘ate_piahners'_ml__js;pmsider in reaching zero-
default debt. Starting with testing the observed financial deferminants-of total stock refurns and
‘then testing the’ finanéial fundame_ntals;-'as'soj;’iafgd with zero-defanlt debt to:conclude thatihee are
seven ¢ommon signiffcant -varjaEI;:s that have a:significant impact on the value of the firm and
total stock retiuin:

° Accou’nts"Re‘ceivablcstﬁl‘;entAsséfs‘j‘.(NEgative; Sign)

* Net Working Capital/Total Assets (Positive Sign)

*  Working Capital/Cash Flow (Positive Sign)

» Total Assets Tuinover (Posiiive Sign)

» Short Term Debt/Total Debt {Negative Sigt)

» Retaimed Earnings/Total Assets (Posifive Sign).

= Dividend Yiald {Positive Sign)
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‘Then we tested the- size effect to the financial tundamentals associated with zero-def ault debt and
Indicated thaf a1l the gbove variables aze significant except one variable which is short terin debi/
tofal debt, In addition to the above, we nsed the indusnhial efféet mode! to the financial
fundamentals associated with-zex a-default debt and found that the sever significant variables are
common in this mode], compared with the optimized model for zero- -default debt. Moreover, we
used negatively skewed and positively skewed models 10 the fi nancial fundamentals. assoeiated
with zero-default debt and indicated that the. only varidble tliat éan be. conslrlercd as_a robust
variable and has a significant effect on thetotal stock return is fixed assets wrnover variable whicly

hasa positive significant impact onthe’ value of the fim.

58




7. References

Agea, 3., & Mozumdir, A. (2017). _.im?estm‘ent—ca_sh:&ﬂbv@"‘.seflsitivi't_y: Factor fiction? Tourmal of
Financial and Quantitative Analysis; 52, 1111-1341,

Aketlof, G.-A. (1970). The market for “Lemans’™ ‘Quality uncertainty and the maiket
mechanistiv. The Qu arterty Journal of Economics, 34, 48 8-500.

Alti, A. (2003); How sensifive is investment to cash flow when financing s frictionless? The
Tournal of Finance, 58, 707-722. |

Asker, J., Farre-Mensa, J., & Ljungqvist,.A. (2014). Corporate investment and-stock market
listing: A puzzle? The Review of Finencial Stdies, 28, 342:390,

Bat-Yosef, S., & Venezis, L, (1991). Baruings information-and the determination of dividend
policy. The Joumal of Economics and Business; 43, 197-214

Baxamusa, M., Mokanty, S., & Rao, R. P. {2015). Information-asynunetry about investment risk
and finaficing choicg, J om_r_]aj._of Business Finanee & Accounting, 42; 947-964.

Belleflamme, P., & Peitz, M. C201.4),--As}{inmct1ic information and gverinvestiient'in quality.
_Europcan."Econqnﬁc-Reﬁyiew, 66, 127-143.

Beaver, W., Kettler, P., & Schuoles, M. {1970). The association between market determined and
aceounting:detertined i‘isk_mea.'s_uités._"'l‘-ha Accounting Review, 45, 654-687.

Bhattacharyya, 8. 1.979) - Imperfect information, dividend’ policy, and *“the bird in the hand”
tallacy. Bell Journal of Economics; 10, 259-270

Bizlowolski, P., & Weziak-Bjalowolska, D. (201 4. External factors affecting investment

decisions.of compantes. Economics, §, 44.

Blanchard, O., Rhee, C., & Sinimers, L. (1993). Thie stock markeét, profit, and investment. The
-Quarterl'y Journal of Econoniics, [08; 115-136.

Bogna Kazinierska-Jozwiaka, (201 5). Determinants of Dividend Policy: Evidence from Polish
Listed Conpanies. Procedia Economics and Finance 23 (20153 473~477

Brennan, M. J., & Thakor; A. V. (1990). Sharsholder preferences and dividend policy. J ourpal of
Finance, 45,993-1018.

59




Brav, A, Graham, 1. R, Haivey, C. R., & Michaely; R. {2005). Payout péticy in the 2 [st
Centugy. Fournal of Finanicial Econonitcs, 77, 483-527.

‘Catter, M. 8., & Schmidt, B. H. {2008). The relation ship between dividend payouts and
systematic risk: A mathematica] approach. Academy of Accounting and Financial Studies
Journal, 12(2). Retrieved from 'h‘ﬂpi/f'wWw:ﬁ'eEpate_nt_sonljhe.comjanic'._l‘emcademy,
Accounting-FinancialStudies-Joumal/1848007 14.htm!

Chiakravarty, Sagto, Huseyin Gulen, and Stewart 'Maj{rhcw. {2004). Informed trading in stotk and
‘option markets, Journal of Finance 59, 12351 257.

Cheng, L. T. W., Fung, H.-G., & Lemng, T. Y- (2007). Information effects o dividends:
Evidence from the Hong Kong market, f{e_vicw‘bF'Qu“aniitative..Finance'arid Agcourfing,
28, 23-54,

Chiowdhuty, Kumar, and Shome. {2016), Investment-cash flow sensitivity under changing.
information asymmeiry. Investment=cash -ﬂow:sensitivity under changing: inf‘o1maﬁon-

asymmetry. Volume 62, January 2016, Pages 28-40.

Cui, P, & Deng, K. (2007). Asymmetric information, agent-principle, corperaté.goverdance, and

firms investment.. Stodies of Economics. and Manageiment, 10, 3140,

Dairough, M. N. and N, M. Stoughiton, (1986), “Moral Hazard and Adverse Selection: The.
Question of Capital Structure.” Jounal of Financs 41 , 301-513.

Degszint, 0., -?UﬂC&ﬂlﬁ'Tz, F:'ésatjd,___l;_.-, & Matray, A. (2018). Noisy stocls prices and corporate
investment. The Review of Financial Studies, 32(7), 2625-2672.

Durand, D, (1955). Baiik stocks: and the analysis of covariance. Econometrica, 23, 30-45.

Dewi, A. 8, & Wirajaya, A(2013}. Pengaruh Struktr Modal, Profitabifitas, dan Ukuran
Perusahaair tethadap Nilsi Perusahaan. E<Jurnal Akuntansi Univérsitas Udayana 4.2, 358-
372.

Eldomiaty; T and Mostafa, W. Attia, 0. (2016), Empigeism of Corporate Debit Safs:Buffer.
Advancesin Financial Planning & Forecasting, 7: 27 - 75.

.Eldomiat‘_y,_. Mohkamed A, Ismail, and Waél Mostafa (20.’1-?_}'. testing a potentidl signalingof capital
stiucture decisions in transitional market: subset mrodel selection approach. advances in
quantitative analysis:of finance and dccounting volume 10(2012), pp. 255-283:

60




Fama, E. F, & French, K. R. (2001), Disappearing dividends: Changing firm' characteristics or

Jower propetsity 1o pay? Jouinal of Fifiancial Econcmics, 60, 3-43.

Foucanlt, T., & Frésard; L. ol ij.CoLﬁbrﬁte'ZSﬁategy, conformism, and the stock market: The
‘Review of Finaricial Studies, 32, 905-950

Foucault, T, & Frésard, L. (2018). Corporate Strategy, conformism, and the steck market. The.
Review of Finaricial Studies, 32, 905-050-

Ginilam Hussain Khan Zaigham, Xiangning Wang1, and Haji Sulenian Ali(2019). Causal
Relation Between Stock Market Performance and Firm Investment in China: Mediating
Role of Information Asyihrietry |

Gordon, M. 1. (1959). Dividends, earnings, and sfock prices. Review of Ecenomicsand
Statistics, 41, 99-105.

Graham, Hatvey; Michacly (2005). Payout policy in the'21st century, Journal of Financial
Econontics, Volume' 77, Issue 3, Pages 483-527

Han, 8, H;, Kim, M., Lee, D. H., & L, S. (2014), lnformgﬁ'qn asyrimetry, corporate’
govemangce, and sharcholder wealth: Evidence from unfaithfl disclosures of Korean
listed firms. Asia-Pacific Journal of Financial Studies, 43, 690-720

Harris; M. and A. Raviv, {1990). “Capital Siructure and the Informational Role.of Debt,” Journal
of Finanee45, 321-349,

Hesanigapon, Tskanddr, Desy Piirnama, (2021), The Effect of Firm Size and Total Asseis
“Turnover(Tato) On Firm Value Mediated By Profitability In Wholesale And Retail
Béctor Companies,” Jumnal Ekononii Dan Bisnis-19(3).

Kj_ellman_,_ A. and S. Hansen, (1995).*Determinants of Capital Stfucture: Tlheory versas
Practice:” Scandinavian Joushal of Mariagement 11, 91-102.

Kumar, P., & Li, D. (2016)..Capital investment, injovative capacity,-and stock feturns: The.
Journal of 'Fi]‘lé\l,l(‘.__&, 71 Z2059-2004.

Luenberger, David-G: and Yé, Y., (2008). Linear and Nonlinear Programming. Springer, N.Y.

Luo, Brick, and F rerman.(2002). Strategic Decision Making of the Firm Under Asymmetric

Information., Review of Quantitaiivé Finance and Accounting, 19: 215-238,
61




Masulis, R. W. (1983), “The Impact of Capital Strycture Change on Firm Value: Some
Estimates.”” Jotrmal of Finarice 38, 107-126.

McConuéll, J. and C, Muscarelfa, (1985). “Corporate Capital Expenditure Decisions and the
Market Value of the Firng.” J ourrial 'of Financiaj Economics 14, 399422

Michael J. Cooper, Huseyin Guien, And Mickael J. Schill, 2008. “Asset Growth and the Cross:
Sectionof Stock Returns’” The-Joumal of Finance vol, Lt

Miller, M. H. and F. Modigliani, (1966}). #Some Estimates of the Cast of Capital fo the Electric
Industry 1954-11957." Am‘e_r-ic:iﬁ Economic Review 56, 333-341

Miller, M. H., & Madigliani, F. { 1961}, Dividend policy, growth and {he valuation of Shares.
Journal of Business; 34; 411 -433

Modigliani, F. and M. H. Miller, (1958). “The Cost of Caysital, Corporation Finance and th
Th_'cory of Investment.” Ametican Economic Review 48, 1-261—297

Myers, 8. C,and N.-S. Majluf; (1984) “Carporate Financing, and Tnvestment Decisions When
Firms Have Information That Investors Do Not:Have.” Journil-of Financial Economics:
13; 187221

Morck, R., Shieifer, A., Vishny, R. W., Shapirg, M., & Poterba; . M. (1990). The stock market

aﬁd'invashnent:' [s'the market a sideshow? Brookings Papers onEconomic Ac;_iv—ity, 157

Obaid Ur Rehman {2016). Impact of Capital Strigeture and Dividénd Policy on Firn Value:
Journal OfPOVefiy,'. Investment-and D.evélq_pmen___t. Vol.21

Puspita, Maya Arisandy,Lydia Octaviani {2021). The Effect Of Fixed Asset Tuinover And
Working Capital Turnover On Profitability, JFBA * Journal of Financial and Behavipural

Actounting, Volume 1, Issue 1, 75-82

Ros’s‘-,_--S. Al '(_I'9?8), *“Some Notes on Financial Incéntive-Si gialing Models, Activity Choice and
Risk Preferences.™Jowrnal ol Finance 33, 777-794.

Ritih dian pratiwi, (2020). Do capital struchure; -prpﬁti{b'ﬂit_'y-, and-firm size affect ﬁnn-val'ue?!
Yurnal Penelitian Ekononii dan Bisnis; 5 (2), Hal: 194-202

TaggartR: A, Jr, (1977), “A Modelof Corporate Financing Decisions.” Journal of Finance 32,
1467-1484,

62,




Tsai, 8. C. (2008). Information dsymmetry and torporate investrnent decisians; A dynainic
approach. Financial Review, 43, 241-271.

Turban, D: B., & Cable, D. M. (2003). Fiim reputation and applicant pool characteristics. Journal
of OrganiZational Behavior, 24: 733-751.

Wang, Z.; & Zhang, Z. (1998). Asymmetiic information and firs investinent. Economic
Science; 2, 66-70

Watts, R. (1 973). The information conteht of dividends, Journal of Business, 46, 191-211.

Vivasis; S_A., (1991). Nonlinear Optimization: Complexity Issies, Oxford University Press:

63




	Modeling the Financial Signaling of Zero-default Debt: Empirical study on the firms listed in DJIA30 and NASDAQ100
	Recommended Citation
	APA Citation
	MLA Citation


	tmp.1684224672.pdf.W7a2Y

