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Forgotten Books, United States, 2015. Paperback. Book Condition: New. 229 x 152 mm. Language: English .
Brand New Book ***** Print on Demand *****.Excerpt from The Moral Hazard Theory of Corporate Financial
Structure: Empirical Tests The development of the theory of optimal corporate financial structure has been
based on the critical assumption that the value of the equity is maximized at the level of debt which maximizes
the market value of the firm. Recently, however, Myers(1977) illustrated the breakdown of that assumption
under very plausible conditions. Those conditions produce a conflict between bondholders and stockholders,
leading to the application of the term moral hazard. This paper is an attempt to use a large sample of fines to
test the moral hazard theory against others found in the literature. Although the tests cannot conclusively
prove one theory correct and the others incorrect, they will add information which may be of value in further
theoretical development. Section | reviews the theory of optimal capital structure. Section Il describes the moral
hazard theory. Sections Ill and IV describe the tests and the results. About the Publisher Forgotten Books
publishes hundreds of thousands of rare and classic books. Find more at This book is a reproduction of an
important historical work. Forgotten Books uses state-of-the-art technology to digitally reconstruct the work,
preserving the original format whilst repairing imperfections present in the aged copy. In rare cases, an
imperfection in the original, such as a blemish or missing page, may be replicated in our edition. We do,
however, repair the vast majority of imperfections successfully; any imperfections that remain are intentionally
left to preserve the state of such historical works.
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