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ABSTRACT

The main objective of this study is to examine those factors which influence the capital structure of over-the-counter integrated

securities firms in Taiwan in order to isolate those factors which exercise a decisive influence over such firms. The second part of this

study explores the effect of these factors upon the capital structure of this specific industry. Sources available to this study include

literature on the theory and practice of capital structure, previous positive research on related industries, government regulations,

and interviews with financial executives in various over-the-counter securities firms. It is hoped that such research into the actual

state of capital structure among domestic over-the-counter securities firms will serve as a useful reference aid for future efforts in

capital structure planning within the securities industry. The main topics covered in this study are: 1.Potential factors affecting the

capital structure of over-the-counter securities firms; 2.The relative significance of the factors identified above. Focused on domestic

Taiwanese over-the-counter securities firms, this study utilizes three different kinds of statistical methods (simple regression,

incremental regression, and virtual regression) to arrive at the following conclusions: 1.The fact that there is a direct correlation

between the profitability of over-the-counter securities firms and their debt ratio suggests that the importance of capital structure to

over-the-counter securities firms is quite different from other industries: the higher the profitability, the greater the level of debt.

2.There is a noticeable correlation between the size of over-the-counter securities firms and their debt ratio. The larger the company,

the greater its financial ability, and hence the greater its reliance upon debt. 3.There is an inversely proportional ratio among

over-the-counter securities firms between the value of capital mortgage and debt, revealing that the amount of mortgaged capital

goods does not affect lending. This situation is remarkably different from traditional industries. 4.The direct correlation between debt

ratio and growth reveals that over-the-counter securities firms with good growth potential will have higher debt ratios. 5.The direct

correlation between liquid assets and debt ratio suggests that the debt ratio of over-the-counter securities firms will be greater as the

level of liquid assets increases. This finding confirms the notion that loans form a major source of capital assets for over-the-counter

securities firms. 6.The fact that there is no direct relation between debt ratio and related banking institutions, suggests that securities

firms receive no benefits from related banking institutions. 7.The fact that the debt ratio of over-the-counter securities firms increases

as the economic climate improves suggests that securities firms adopt more aggressive financial postures during up-cycles, thereby

incurring greater debt.
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