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Capital structure theory has been a controversy for a long time. M&M capital structure relevance theory showed that capital
structure and weighted average cost of capital were related and also influenced value of business. Business managers must ad-just
financial structure in order to achieve maximal value of business. The purpose of this research was to discuss if the capital structure
of a company would influence the value in the market and the relation between capital structure and stock price. This research used
1997 to 2006 listed steel companies in Taiwan as example to study the relation among weighted average cost of capital, stock price
and capital struc-ture. The outcome was as follows, capital structure and weighted average cost of capital showed obviously negative
relation and this result proved M&M capital structure rele-vance theory. In nineteen companies, only THS, KHC, QUINTAIN,
YIEHPHUI and TACHEN were qualified to optimal capital structure. However in general optimal capital structure did not exist in
Taiwan steel industry. Capital structure and stock price showed notably negative relation. It showed that investors put emphasis on
the liabilities ratio of a company.

0 O O : Optimal Capital Structure ; Stock Price ; WACC
00

0000000000 0b0o0D0oO00ooooDob0o0 WbO0oDO0o000ooOO0bOo0D0oDODOobOo0DO0oDOOobOoO0oDd
vOoooooooooooooooooooooooooovOooooooooooOoooooOooDbooooDoo
OvidbooooooooooooooooOooboooobviibobooooooooooobooooooDoboooo
000 xgOoooooooooooooooooooOoooooo 100000 ooooooooooboooooo
oboooz20b0oooobooooooboooooboooobob40b00b0o D00 bDOobDODOODObDOOOO
gboo400000000000D00O0OO0O0O0OODOO0ODOO0ODO eODOUDLODOUODUDODODLOODLOODOD
gbedbuoobooMoMOUODOOOODOODOOODOODDODNNODOODOODOODODOODOOODOODOD

gbooob obooboboobooboooboboobooboo1ybobo0obOoobOoDLDboOobDoOOobDOooon

gboobg 21000 00booboobobooboobobobo 2000 oobooboobooobOoobOon

gboo28000000000000000DL0O0DO0ODODOODL 29000000L0ODODODODLDOODOODODODODO
g2000b0obobobooboobooboboobo 4gbooboboobooboobobooboon 37
oo oboooboobobooboobooboboubooboboboobooboobobDboOobDooD 3900
ooooboobobobobooboooboob 470bb0obO0o0ObO0o0ObOobObOOobDbOOobODOoOobOoOobOossoo
ooo00obo0obOobobOobOo0obo0oboobOobossoobooboboboobooobooboobobooOoDng s6
oooob obo0oboboboboooboobobobosSrTobDo0ob0o0oboobUobbOobDOoOobOoOobOoobO S8

googn

OO0(@oo7) 020070 00000000 DOOO0ODO[[MDOOO]NC OO: http://www.mirdc.org.tw/chinese/epaper/ MPNEWS/96
08_2_22/text/9608_2_itis05.pdf [2008, February 23]0 00D (1994)0 000 000000000000 000000D000O000O0O0
00000000000 o000yl ooooooooonod—-0000000000000oD0DO0bOOoobOooooooogoonag
000000000 00o@ees)yiOodoooooooooooDOdo0ooo0oDoo0oo0oDOd0bO0obO0oooooooOooDOo oo
groo)UO0OO00O0O0ODODODO—-000000D0000D0ODO0O0O0OO0OO0ODO0OD0O0ODOODOODOOOOO0n 00220050
00000000o0-000000000000D00000000DOCO00DOO000DOD00D0ODO0 000 RIQDOODOOOOT
0000000000 00oDoO000oo0o00oDoO00ooO0o00Doo00DoO0oOooD ooo@esg D oooDooooog
0000—-00000000000000000DO0000O000DOO00DOO0 D0g@eYUoooooooooDooooog
0000000000000 00000000000000@e)U00oD00d0ooo@D)I00:00000449-4530 OO
019940 0000000000000 0=1JensenT MecklingDOFamaOD OO 000000000120 1-200 00019800000
000000000—-000000000000D000000014057-760 000984000 000O0O0D0O0—-0000000OO
0000000O00O0DbOO0bO0ObOobOO0U0OO0oDOOooOo oog@e)yooooooooooooobobobobooooooooo



000000000000 000 0000000000000 0o0oU0oDo00oDoo0ooDoDooooog
00000 ooo@es) o000 o0ooooo0ooo0oooooooo00o0oo000—-0000oo00oo0ooooooog
0000000000 0000 000D CO0D0O000ND0D00ND0O000D0OoU0DoO00oDoo0oo0DoDoooooOog
000 0oooEo4)oDIico0l000noNooooooooooo00oo0ooo00ooooooooonD 0009990
O00000000:000003060 000D DODOOOD0ODO0O0O0DD0O0O0O0ND0D0O0O0D0ODO0O0D0O0O0OOOoDoOOooon
0000000000 o0o@es) 0000000000000 —-0000000000000000D0000000
0000000000 000ooooooo0 o0o@ees)ooooo0dooo00oooo0oooooooooooooooog
O0000o0oooooooooo@euooooooooooooooo00ooooo0oo0—-00000o0oo0o0oooog
000000000o0o00oooooooono oooeyioodioo00ooooo0ooooooooooooooooog
000000000 ooo@e97yodboooooodoooooooDdoooooooooooodbooooooooogooa
O0000000000RoODODNDD0O0NDN0O000DO00D0O000DOD0O00N0O0OOnos32041-640 OO O (199900
00000000oo00oDoO00oo0o00ooo00o0oO000DoO00DO000DODDO00 0o0oDoOOoOoDEeUuooog
0000000000000 000D0:0000000000D00007@0O57-%00 0001400000000 0DODO0O00DO
0000000000000 00000o00ooDooo@eY) o000 000oo000oo0oooo0oooDooooog
00000000oo0oooo oogRI)OO00DOo00ooDo00D0D000—-0000oo0ooDooD0ooDoDooooog
0000000000 ooOgERoDODNDoDO0UoDo00ooo00oDo00o0o0oooDooooooooooDoo og
oo 0O00UoDoO00oDo000ooo00o0o00—-000000000000000000DOD0000OD0O00OoDoOOo0oDO
0000000000000 oo00ooo00o0o000o0oooooonD oooEI4DDCoOOn(
00)000:00000131-1510 00097 0000000000000 ooooooooooooooooooooon
000 000@eYioooi0ooooooooooo0ooD—-000000000000000000000DD0D00000d
0000000 000E)IDDNDO0O0N[@ODO]ODO: http://old. npf.org.
tw/PUBLICATION/FM/090/FM-R-090-072.htm[2008, Febru-ary 23] 0 0 0 (20020 0 00 O0-0000000@BO)0O00O:0000
05195390 DO 0988 0 0000000000 DN0O000NDO0000N0O000N0ooD00DoO00o0oo0Oo0ooDOooOo0onD oo
oo OC0O00DOO00DOO0—-000000000000000000D000000000000000000 000 (19850
O00000000O0O00O0O0O0O0O0O0OO0OO0O0OO0OOO0OOOODOOOOOOOOOO Allen,D. E., &Mizuno, H. (1989). The determinants
of corporate capital structure: Japanese Evidence. Applied Economics, 21(5), 569-585. Barges, A. (1963). The effect of capital structure on the cost
of capital. New Jersey: Prentice-Hall. Barton, S. L., & Gordon, P. J. (1988). Corporate strategy and capital structure. Strategic Management
Journal, 9(6), 623-632. Baskin, J. (1989). An empirical investigation of the pecking order hy-pothesis. Financial Management, 18(1), 26-35. Bettis, R.
A. (1981). Performance differences in related and unrelated diversified firms. Strategic Management Journal, 2(4), 379-393. Denis, D. J. (1994).
Investment opportunities and the market reaction to equity offerings. Journal of Financial and Quantitative Analysis, 29(2), 159-177. Donaldson, G.
(1962). Corporate debt capacity (3rd ed.). Boston: Harvard University. Durand, D. (1952). Cost of debt and equity for business: trends and
problems of measurement. Conference on Research of Business Finance, New York: National Bureau of Economic Research, 215-247. Ferri, M.
G., & Jones, W. H. (1979). Determinants of financial struc-ture: A new methodological approach. Journal of Finance, 34(3), 631-644. Homaifar, G.
M., Zietz, J., & Benkato, O. (1994). An empirical model of capital structure: Some new evidence. Journal of Business Finance & Accounting, 21(1),
1-14. Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Mana-gerial behavior, agency cost and ownership structure. Journal of
Financial Economics, 3(4), 305-360. Kim, W. S., & Sorensen, E. H. (1986). Evidence on the Impact of the agency costs of debt in corporate debt
policy. Journal of Finan-cial and Quantitative Analysis, 21(2), 131-144. Leland, H. E., & Pyle, D. H. (1977). Informational asymmetries, fi-nancial
structure, and financial intermediation. Journal of Fi-nance, 32(2), 371-387. Marsh, P. (1982). The choice between equity and debt: An empirical
study. Journal of Finance, 37(1), 121-144. Miller, M. H. (1977). Debt and Taxes. Journal of Finance, 32(2), 261- 275. Modigliani, F., & Miller, M.
H. (1958). The cost of capital, corpora-tion finance and the theory of investment. American Economic Review, 48(3), 261-297. Modigliani, F., &
Miller, M. H. (1963). Corporate income taxes and the cost of capital: A correction. American Economic Review, 53(3), 433-443. Ross, S. A. (1977).
The Determination of Financial Structure: the In-centive Signaling Approach. Journal of Economics, 8(1), 23-40. Titman, S., & Wessels, R. (1988).
The determinants of capital struc-ture choice. Journal of Finance, 43(1), 1-19. Weston, J. F. (1963). A test of cost of capital propositions. Southern
Economic Journal, 30(2), 105-112. Wippern, R. F. (1966). Financial structure and the value of the firm. Journal of Finance, 21(4), 615-633.



