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University of Hohenheim (Lehrstuhl für Bankwirtschaft und Finanzdienstleistungen), language:
English, abstract: The question about capital structure is one of the most important issues which
the management of a company faces in implementing their daily business. Therefore, the question
of which factors affect capital structure decisions attracts high attention in the past and recent
literature on capital structure. There are many papers providing valuable insights into capital
structure choices, starting with the paper of Modigliani and Miller (1958). The MM-Theorem is
generally considered a purely theoretical result since it ignores important factors in the capital
structure decision like bank-ruptcy costs, taxes, agency costs and information asymmetry. Based
on this paper many other theories which consider factors neglected by Modigliani and Miller have
been evolved. Two major theories are the Tradeoff- and the Pecking-Order-Theory. The former
loosens assumptions stated in the MM-Theorem by including bankruptcy costs and taxes while the
latter introduces information asymmetry into the capital structure...
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