Capital structure of Malaysian shariah-compliant firms
ABSTRACT

This study examines the capital structure of choices in Shari‘ah-compliant markets in view of
the numerous attempts made to address the issue of capital structure choice since 1958. None
of these attempts studied the capital structure of Shari‘ah-compliant markets. This study
applies the model proposed by Huang and Song (2006) to test the determinants of capital
structure as suggested by capital structure theories. It uses the regression of fixed effect
model to examine the relationship between capital structure and its determinants for 263
Shari‘ah-compliant firms listed on the Bursa Malaysia over the 2006-2011 period. The paper
found evidence suggesting that the capital structure choice of Shari‘ah-compliant firms is
influenced by factors such as non-debt tax shields (NDTS), profitability, and risks. However,
there is no evidence of the influence of tax and tangibility on capital structure choice of
Shari‘ah-compliant firms.
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