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ABSTRACT

Effect of Capital Structure on Market Value of Corporations Listed on Amman
Stock Market ( for the Period from 2000-2005

Prepared by:
Rateb Mohammed Al Qatamin

Supervised by:
Prof . Dr Hisham Saleh Gharaiba

This thesis aims at evaluating the effects caused by the capital structure of
companies, which are listed in Amman Stock market, on the market values of their
shares. To achieve the goals of this study, | heavily relied on analyzing the financial
reports of 88 sample companies which included 54 industrial firms. The study
lasted from 2000 to 2005.

The Multiple Regression Test was used to signify relations among the
independent variables of the study. These variables included: debts, retained
earnings, weighted average cost and financial structure. However the market value
represents the dependent variable.

ANOVA and the statistical package for social sciences (SPSS — Version 11) in
addition to the following statistical techniques have been employed too:
descriptive analysis: (mean, standard deviation, maximum value and minimum
value)

simple regression analysis

VIF for measuring internal integration among independent variables

Pearson's correlation coefficient to diagnose relationships among independent
variables

Conceptual level for testing hypotheses .
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The study concluded that:
There is no statistical relation between debts and the market value of shares
owned by the industrial companies that are registered in Amman Stock market .
There is no statistical relation between the weighted average cost | and the market
value of shares which belong to the industrial companies in Amman Stock market.
There is a statistically significant relation between the financial structure and the
market value of shares owned by the industrial companies in Amman Stock
market.
There is a statistically significant relation between retained earnings and market
value of industrial companies in Amman Stock market.
There is a statistically significant relation between the independent variables (debt,
weighted average cost , retained earnings and financial structure) on one hand
and the market value on the other hand.

In the light of these results, the researcher proposed the following
recommendations:
It is essential to take the retained earnings into account because of their direct
effects on investments and investors. retained earnings by industrial companies
for funding and expansion purposes indicate that their performance is good.
It is important for both analysts and investors to consider the financial structure
when the market value of companies is counted. In fact, the financial structure
which includes personal fortune (Equity) and long term commitments (long term
loans) indicates the status of companies.

It is necessary to conduct more field studie about this topic.
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