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Abstract

Impacts of ownership concentration and equity liquidity on capital structure has received much
attention in the literature. However, the combined effect of ownership concentration and equity liquidity
on capital structure has been unexplored while the significant relationship between them has been docu-
mented in the literature. This study seeks to explore the combined effect of ownership concentration and
equity liquidity on capital structure in the Thai context where, generally, ownership structure is highly
concentrated and equity of firm is less liquid. The results show that the combined effect of ownership
concentration and trading volume has a significant and negative effect on firm’s leverage (in both non-
crisis and crisis period). This implies that firms with relatively low concentrating in ownership and rela-
tively high trading volume would use relatively low debt in their capital structure.
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INTRODUCTION

Since the seminal study of Modigliani and
Miller in 1958, a number of empirical studies have
attempted to model the relationship between vari-
ous variables and capital structure. However, there
is no general accepted single model to explain firm
capital structure. For over five decades empirical
results have demonstrated important factors as de-
terminants of capital structure; for example, firm
size, profitability, nature of assets held by firm, in-
terest tax-shield, growth opportunities, business
risk, and macroeconomic variables (Kester, 1986;

Titman & Wessels, 1988; Wiwattanakantang,1999;
Fama & French; 2002; Faulkender & Petersen;
2006; Al-Najjar & Taylor, 2008; Bastos, Nakamura
& Basso, 2009; Frank & Goyal, 2009; Driffield &
Pal, 2010; Gomes & Schmid, 2010; Goyal, Nova,
& Zanetti, 2011; Udomsirikul et al., 2011; He &
Xiong, 2012)

Recently, ownership structure and liquidity of
firm equity have received attention in the study of
capital structure. These two variables are closely
related to the study of firm valuation. Ownership
structure represents the wellness of firm’s mecha-
nism in monitoring and control over firm’s mana-


