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Abstract 

 In this paper we quantitatively analyzed capital structure to lead to an 

understanding of the effects of debt within capital structure. Utilizing EBITDA 

growth as a proxy for the effects of leverage, we quantitatively analyzed the 

impact of the capitalization decision. Through the use of a model we analyzed 180 

companies to come to conclusions about the EBITDA growth rate necessary as 

determined by leverage.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Table of Contents 

 

Abstract.......……………………………………….……………….……………..   

  

Introduction.....…………………………………….……………….…………… 1 

 

Section I: Theories of Capital Structure..…...………………………………… 1 

Theoretical Background .........……...……………………………………. 1 

Graham and Dodd...………………...……………………………………. 2 

Modigliani and Miller...…………….……………………………………. 5 

Martin J. Whitman...………………..……………………………………. 9 

Pecking – Order Hypothesis..……..……………………………………. 11 

Signaling Model….………………..……………………………………. 12 

 

Section II: Research Methodology…………………………………………… 13 

Research Approach.……………….……………………………………. 13 

The Sample.……………………….……………………………………. 15 

The Model.………………………...……………………………………. 18 

Inputs & Assumptions…………….……………………………………. 24 

 

Section III: Analysis…………………………………………………………… 26 

Model Results.…………………….……………………………………. 26 

 

Section IV: Conclusions………..……………………………………………… 45 

 

References...….………………………………………………………………… 46 

 

Appendices…...………………………………………………………………… 49 

 

Summary of Capstone Project…………...…………………………………….56 

 

 

 

 

 

 

 

 

 


	Capitalization Structure: The Effects of Leverage on Growth Prospects
	Recommended Citation

	Microsoft Word - 384933-convertdoc.input.373152.GcDX2.docx

