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ABSTRACT 

This study provides evidence concerning the hey determinant factors that influence the 
choice of securities issuance amongst Malaysian public listed companies for the period of 
2000-2009. Two major types of securities namely long term debt and common equity is 
examined. With regards to the long term debt. the study segregates the debt instruments into 
Islamic debt ( ~ u k u k )  and conventional debt while the equity offering focuses on the rights 
issue. [n examining the securities choice between the securities, three different groups are 
used as samples. namely conventional debt and equity, Islamic debt and equity and all debt 
as well as equity are studied. Besides. this study also investigates the choice between Islamic 
debt and coi~ventional debt. This is among the first study that investigates the choice of 
Islanlic debt as compared to other financial product as Islanlic and conventional products are 
offered alongside. IJsing logistic regressions to identify factors that influence choice of 
related financial instrument. results from this stud) suggests that firm specific variables play 
a more promine~~t  role compared to governance variables in determining corporate choice. 
Specifically. four variables (domestic private fund ownership, firm size, issue size and 
adjusted run-up) are consistently significant in the all three debt-equity sample groups. With 
regards to governance variables, managerial ownership, Bumiputera ownership and board 
size are significant to some degree in certain saillple groups. As for Islamic debt and 
conventional debt, only the board size and ad-justed run-up can explain the difference 
between the two. In general, the results of this study contribute further to the existing 
literature by providing evidence that debt-equity choice in Malaysia fully support market 
timing hypothesis. and partial support agency and trade off theory. 

Keywords: securities choice, debt-equity, capital structure. corporate governance 



ABSTRAK 

Kaiian ini tnengemukakan bukti berkaitan faktor penentu utama yang mempengaruhi 
pemilihan penerhitan sekuriti dalam kalangan syarikat tersenarai awam di Malaysia bagi 
tenlpoh 2000-2009. Dua jenis sekuriti utama. iaitu hutang jangka panjang dan ekuiti biasa 
telah diteliti. Hutang jangka panjang dikelaskan kepada hutang lslatn (sukuk) dan hutang 
konvensional manakala penawaran ekuiti merijuk terbitan hak. Tiga kumpulan sampel yang 
berbeza, iaitu hutang konvensional dengan ekuiti, hutang Islam dengan ekuiti, dan semua 
hutang dengan ekuiti telah dika.ji bagi meneliti pilihan sekuriti antara sekuriti yang ada. 
Selain itu. kajian ini juga meneliti pilihan penlbiayaan antara hutang Islam dengan hutang 
konvensional. Kajian ini ~nerupakan antara kajian awal yang menyelidik pilihan hutang 
Islam berbanding produk kewailgan lain keraila produk kewangan Islam ditawarkan bersama- 
salna dengan produk kewangan konvensional. Berdasarkan regresi logistik yang mengenal 
pasti faktor yang mempengaruhi pilihan instrumen kewangan yang berkaitan, hasil kajian ini 
nlenlperlihatkan bahawa pemboleh ubah spesifik firma memainkan peranan yang lebih 
penting berbandiilg pemboleh ubah tadbir urus. Empat pemboleh ubah (pemilikan dana 
swasta tempatan. saiz firma, saiz terbitan dan peningkatan harga saham terlaras) secara 
spesifiknya didapati signifikan secara konsisten sebagai pemboleh ubah yang penting dalam 
ketiga-tiga kumpulan sampel hutang-ekuiti. Bagi pemboleh ubah tadbir urus, pemilikan 
pengurus, peniilikan Bumiputera dan saiz lembaga pengarah adalah signifiltan untuk 
beberapa tahap dalam kumpulan sampel yang tertentu. Bagi hutang Islam dan hutang 
konvensional, hanya saiz lembaga pengarah dan kenaikan harga saham terlaras yang dapat 
men.jelaskan perbezaan antara kedua-dua sekuriti. Secara umumnya, hasil kajian ini 
~nenyumbang kepada kosa ilmu yang sedia ada dengan menyediakan bultti bahawa pilihan 
hutang-ekuiti di Malaysia menjokong penuh hipotesis nlasa pasaran dan menyokong secara 
separa teori agensi dan teori keseimbangan. 

Kata kunci: pemilihan sekuriti. hutang-ekuiti. struktur modal, tadbir urus korporat 
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CHAPTER ONE 
INTRODUCTION 

1.0 Introduction 

This chapter begins with Section 1 . 1  which presents the background of the study. 

Section 1.2 provides an overview of capital raising activities in  Malaysian capital 

market. Discussion on an institutional background which Malaysian corporations 

operate in is written in Section 1.3. It elaborates an overview of Malaysian capital 

market and regulatory requirement in  Section 1.3.1 and 1.3.2 respectively. Section 1.4 

discusses the development of Malaysian bond market and Section 1.5 elaborates the 

development of Malaysian equity market. Some characteristics of Islamic debt, 

conventional debt and equity are highlighted in Section 1.6. Problem statement is 

elaborated in Section 1.7. This is followed by research questions and research ob-jectives 

which are described in Section 1.8 and Section 1.9 respectively. Section 1 .1  0 discusses 

the significance of the study while Section 1 . 1 1  covers the scope of the study. Finally, 

Section 1.12 illustrates the organization of the study. 

1.1 Background 

Firms' managers deal with many important and complex decisions i n  managing 

the operation of a firm. One crucial decision is related to implementing investment 

projects which require the need of tinancing. I n  financing decisions, managers are left 

1 
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