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ABSTRACT

The empirical study in this paper is composed of two segments. First, we examine whether
there are significant differences between multinational corporationsMNCs) and domestic
corporations(DCs) in the debt ratio and the capital structure determinants. Next, we investigate
the direct effect of both traditional capital structure determinants and specific international factors
on capital structure of MNCs. For the first segment, t-test, Mann-whitney U-test, and three-way
analysis of variance are applied. Multiple regression analysisis applied for the second segment.

Using a sample 50 MNCs and 60 DCs, the empirical findings are: (1) The results indicate
that MNCs have higher debt ratios than DCs, and that MNCs are less volatile than DCs.
Moreover, DCs are significantly more sensitive to economic exchange rates than MNCs. (2) The
traditional capital structure determinants include earnings volatility and profitability, which have
negative effects on debt ratios of MNCs. Debt ratios of MNCs are found to be negatively related
to the specific international factor of economic exchange rate risk. However, the specific
international factors of political risk and level of internationalization have no significant effect on
debt ratios of MNCs.

Key words : multinational corporations, capital structure, level of internationaization, political
risk, economic exchange rate risk.
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