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ABSTRACT

Property industry is differ from other industries in term of capital structure selection.
This is because the real estate has unique features that made them interesting to study.
The lack of the study, the uniqueness of the property market regulation and market
condition and the failure of the financial management is a factor that make the
researchers to conduct this study. This aims of this paper is to investigate the factor
that affect the selection of the right capital structure for property firms in Malaysia.
This study will focus on 20 property firms that are listed in Bursa Malaysia. The
dependent variable is leverage that will be measure by debt ratio. There are four
independent variables in this study which is firm size, asset tangibility, profitability
and growth opportunity. The data from the sample of 20 property firm are pooled for 5
years which is from 2012-2016. The data will be relied on the financial statement of
the property firms. Then, the number of observation for this study is 100. This
research will use quantitative secondary data which is panel data and multiple
regression model is use to interpret by the ordinary least squares (OLS) as the
technique to determine the relationship between the dependent and independent

variables.
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CHAPTER ONE
INTRODUCTION

1.1 Introduction

Chapter one is the introduction part of this study. In this chapter, the
background of the study, problem statement, objective of the study, research questions
and the scope of the study will be explained by the researchers. This chapter is known

as important part because it can provide an overview of the whole studies.

1.2 Research Background

The most debated and unsettle issue regarding the relationship between capital
structure and firm value never have the completion in the corporate finance over the
past 50 years. The firm value actually derived from the financing behaviour of the
company itself and the importance of the capital structure make the determinant of the
capital structure also play an important issue to settle corporate environment today.
Before going further in this study, it is important to understanding the definition of the
capital structure.

According to Kerrigan (2014), the concept of the capital structure is known as
the way of the firm finance their operation and investment activities whether by using
the debt or form of equity or by using both which is equity and debt. The main
purpose of the capital structure is to select the best financing method that are suitable
for business organization and can maximize the firm wealth. To maximize the firm
value, the firm management need to play its roles during select the debt to equity.
Based on the Feng et al (2007), when the management of company make a wrong
choice for their capital structure, it can lead the firm to bankruptcy and financial
distress.

To compare with other industries, property firm have a unique characteristic in
terms of choosing their capital structure. This because the property firm more asset to
collateral and make them easy to deal with larger amount of debt and tend to have
higher leverage ratio. According to Singh (2002), the real estate firm have channel for

their fund raising which is Real Estate Investment Trusts (REITs) that make them



