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Capital Structure And lts Impact On The Market Value Of Shares: Within The
Framework Of The Theory Of Pecking Order

(An Analytical Study Of A Sample Of Iraqi Industrial Companies Listed In The Iraq Stock
Exchange)
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Abstract:The current study aims to test the effect of capital
structure formulation within the framework of the Pecking Order
theory on the market value of shares for a sample of Iraqi industrial

companies listed in the Irag Stock Exchange.

The problem of the study lies in how to choose the optimal method
for formulating the capital structure through the comparison
between internal and external financing for its formulation, in a way
that leads to maximizing the market value of the shares of Iraqi

industrial companies.

The study was conducted in the Irag Stock Exchange, specifically
in the industrial sector, as the number of Iragi industrial companies

listed in the Irag Stock Exchange was (21) companies,
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which represents the study population, while the study sample
was (4) companies with complete evidence for the period (2006-
2020).

The researchers used the capital structure measure within the
framework of the capture theory represented by (retained earnings
ratio - debt ratio - common stock ratio), which represents the
independent variable in the study, while the dependent variable
was the market value of shares, which was measured through

(number of shares issued * closing price ).

The researchers relied on the method of simple linear regression
in order to test the effect of the independent variable on the
dependent variable, and the statistical results showed that there is
a significant effect of the capital structure within the framework of
the theory of capture in the market value of shares. The most
important recommendations of the study were that the study
sample companies should depend on retained earnings and debt
as a priority in financing and avoid relying on ordinary shares to
enhance company financing because of its negative repercussions

on the market value of shares.
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Retained Earnings Ratio = (Retained Earnings/Total liabilities)

*100.
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