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Abstract

This paper examines the role of capital market conditions and target leverage on
the marginal financing decisions of Real Estate Investment Trusts (REITs), which
include both capital raising and capital reduction activities. We investigate the
relevance of a hybrid hypothesis whereby REITs have target leverage, but they
also choose and time their marginal financing decisions according to the capital
market conditions. The empirical results suggest that target leverage behavior
plays a secondary role to market timing behavior in the financing decisions of
REITs. In particular, we find strong and consistent evidence that REITs exhibit
market timing behavior in terms of when and what type of capital to issue or

reduce. Such market timing practices, motivated by attempts to take advantage of
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capital market conditions, may shift the firms away from their target leverage.
However, we observe that in the long run, most REITs do move their capital

structure towards the target debt level.
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1. Interest charges account for between 30% and 70% of the total expenses
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incurred by REITs in our study sample.

. Firstly, REITs do not pay corporate tax; consequently, the tax benefit
associated with using debt, which is central to the trade-off models, is not so
applicable in the REIT context (Jaffe 1991). Secondly, equity REITs buy and
hold properties, which are tangible and not firm-specific assets (Gentry and
Mayer 2002). Consequently, they are less exposed to bankruptcy and agency
costs as compared to firms in other industries. Third, the transparent nature of
REITs’ operations implies lower information asymmetry between the insiders
and outsiders. REITs also operate under more stringent corporate governance
and reporting rules. Fourth, due to the high distribution requirement, REIT
managers have less discretion to engage in managerial opportunism or over-
investment activities. Even successful REITs have to raise capital externally
and are, hence, subjected to frequent monitoring and disciplining in the
capital market (Ghosh et al. 1997).

. Titman and Wessels (1988) further argue that small firms rely less on equity
issues because they face a higher per unit cost. Consequently, they have no

choice but to rely more on debt capital.

. Baker and Wurgler (2002), in contrast, contend that this relationship reflect
the practice of firms timing their equity issuances to periods when their M/B
ratios are high because managers believe that shares of such firms are

overvalued.

. Using data of repurchase from 1997 to 1999, Ghosh et al. (2008) estimate a
logistic model of the decision to repurchase. Whilst the main focus of the study
was on the role of executive stock options, they find that REIT uses repurchase
announcements to signal undervaluation. Brau and Holmes (2006) also
observe that REIT managers initiate repurchases when they perceive that the

stocks are undervalued.



0. Ghosh et al. (1997) also observe that REITs issued equity three times more
frequently than debt and raised almost twice as much through equity than
debt between 1991 and 1996.

/. Whilst REIT stock returns and general stock returns have moved in tandem in
the earlier years, they have started to diverge from each other in the mid
1990s. The divergence allows an examination of the correlation between the
level of REIT equity issues and the broader stock market condition.
Interestingly, the pattern exhibited in Fig. 3 appears to indicate that the
aggregate dollar amount of equity offerings by REITs tend to follow more
closely to the general stock market performance than to the REIT sector
performance. For instance, the equity offering surge observed between 1995
and 1998 corresponded with above 20% annual return in S&P 500, whilst a
sharp drop in the REIT sector’s performance in 1998 did not slow the pace of
REITs equity offerings. On the other hand, the sharp decline in equity issuance
activities during 2000-2002 coincided with below -10% returns in S&P 500,
whereas the NAREIT equity-REITs Index registered healthy returns during the

same period.

8. Since NAREIT and COMPUSTAT do not provide data on bank commitment of
REITs, we employ the flow-of-fund data published by Federal Reserve to
provide an overview of the aggregate private bank versus public debt fund
flow into the REIT sector.

Q. Prior to the legislation, REITs functioned primarily as passive income-
producing asset owner and operator under a third-party management
structure. However, after 1986, REITs were allowed to self-manage. Since
then, equity REITs have increasingly become like real estate operating
corporations that engage in a wide range of real estate activities, including

leasing, development of real property and tenant services.

10. Although the statements of cash flow do not pick up any non-cash

transactions, such as exchange offers, this limitation does not detract us
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15.

from focusing on the normal financing activities of REITs, instead of
exceptional equity or debt issuance events related to major mergers or
corporate restructuring. The main advantage of adopting the cash flow-
approach is that private debt, which constitute a significant proportion of

REITs’ debt structure, is included in the study sample.

This classification is consistent with Baker and Wurgler (2002) and Fama and
French (2002). Boudry et al. (2007) also find that REITs view preferred

equity as a substitute for debt.

The filtering criteria for debt issues is less restrictive than equity issues
because debt issues are reported as “net” amount as compared to “gross”
amount in the case equity issues. For illustration, the cash flow statement of
Equity Office Properties Trust recorded that it drew $5.169 billion from its
lines of credit, whilst paying back $ 5.987 billion in 2000. In our
classification, the financing activities would be categorized as a net
reduction in debt amounting to $ 818 million. Note that the distinction
between ‘net” and “gross” is less critical for equity financing because

seasoned equity offerings and stock repurchases are often made separately.

Hovakimian et al. (2001), Baker and Wurgler (2002), Frank and Goyal
(2003), Huang and Ritter (2004) and Leary and Roberts (2005) adopted

similar classifications and filtering criterion.

Recent studies which have employed MNL models to examine the financing
choices of firms include Guedes and Opler (1996), Huang and Ritter (2004),
and Boudry et al. (2007).

The purpose of this first stage regression is to provide an estimate of each
firm’s optimal or target leverage ratio, which is define as the debt ratio that
firms would choose in the absence of information asymmetries, transaction

costs, or other adjustment costs (Hovakimian et al. 2001).
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Several authors have pointed out that M/B is both a proxy for mispricing and

growth opportunity (Pagan et al. 1998; Kayhan and Titman 2007).

To interpret coefficients of the MNL model, it is helpful to bear in mind that
the probability of each marginal financing activity is measured against the
base alternative, which in our case is the “passive” option. Thus, a
significantly positive coefficient estimate in the equity issuance equation
would indicate that high values of the variable increase the probability of an

equity issue against the no transaction alternative.

Whilst we appreciate that the net effect of a dual issue is actually dependent
on the relative size of new equity and debt capital issued, our classification
of dual issues as leverage-neutral assumes that the mix of new debt and
equity raised is similar to the existing leverage of the individual REITs (see
Gentry and Mayer 2002).

If firms, on average, experience a positive drift in their equity values, Leary
and Roberts (2005) argue that leverage has a natural tendency to decline.
Thus, they posit that to counteract this tendency, firms will lever up more

often than down if they are rebalancing their debt ratios.

As highlighted by Boudry et al. (2007), an implicit assumption of the MNL
model is the Irrelevance of Independent Alternative, which tends to be
violated when alternatives are close substitute of each other. Thus, by
condensing the financing choices faced by REITs, our subsequent analysis

reduces the likelihood of this assumption being violated.

Using partial adjustment models, Jalilvand and Harris (1984) and Fama and
French (2002) note that debt ratios adjust slowly towards the firms’ targets.
In a recent study, Leary and Roberts (2005) show that the speed with which

firms reverse deviations from their target debt ratios depends on the trade-



off between costs of adjusting leverage and the costs of operating with
suboptimal leverage. They show that in a frictionless world, firms would

always maintain their target leverage.

22 . We also estimated the corresponding MNL model embracing the three
decisions with the dependent variables coded 1 for equity issuers and 2 for
dual issuers with the base alternative being debt issuers. Since the results

are similar to the logistic models, they are not reported here.

2 3. The pre-and post-event deviation from target leverage of dual issuers, as
exhibited in Fig. 6, also follows a time path pattern that is more consistent

with equity issuers rather than debt issuers.

24 . Note that profitability is, nevertheless, included in the first-stage regression

to derive the firm’s target leverage.

25. As pointed out by one of the referees, it seems important to know whether
the firm purchased or sold assets in a particular quarter. Thus, we also re-
estimate the regression with an additional variable to proxy capital
expenditures of the individual REITs. The results, which are not presented,
confirm that firms which raised capital in the current quarter experienced
higher asset growth rate in the next quarter. This is consistent with the
finding of Leary and Roberts (2005) that firms with large anticipated

investment expenses are more likely to use external financing.

References

Ang, J. J., & McConnell J. (1982). The administrative costs of corporate
bankruptcy: a note. Journal of Finance, 37, 219-226.

Article Google Scholar



https://doi.org/10.2307%2F2327126
http://scholar.google.com/scholar_lookup?&title=The%20administrative%20costs%20of%20corporate%20bankruptcy%3A%20a%20note&journal=Journal%20of%20Finance&doi=10.2307%2F2327126&volume=37&pages=219-226&publication_year=1982&author=Ang%2CJ.%20J.&author=McConnell%2CJ.

Baker, M., Greenwood, R., & Wurgler, J. (2003). The maturity of debt issues and

predictable variation in bond returns. Journal of Financial Economics, 70, 261-29.

Article Google Scholar

Baker, M., & Wurgler J. (2000). The equity share in new issues and aggregate
stock returns. Journal of Finance, 55, 2219-2257.

Article Google Scholar

Baker, M., & Wurgler, J. (2002). Market timing and capital structure. Journal of
Finance, 57, 1-32.

Article Google Scholar

Brau, ]J. C., & Holmes, A. (2006). Why do REITs repurchase stocks? Extricating
the effect of managerial signaling in open market share repurchase

announcements. Journal of Real Estate Research, 28(1), 1-23.

Google Scholar

Boudry, W. 1., Kallberg, J. G., & Liu, C. H. (2007). An analysis of REIT security

issuance decisions. Working paper.

Brown, D. T., & Riddiough, T. J. (2003). Financing choice and liability structure of

real estate investment trusts. Real Estate Economics, 31(3), 313-346.

Article Google Scholar

Dittmar, A. K. (2000). Stock repurchase wave. Journal of Business, 73(3), 331-
355.

Article Google Scholar

Fama, F. E., & French, K. R. (1993). Common risk factors in the returns on stocks


https://doi.org/10.1016%2FS0304-405X%2803%2900147-8
http://scholar.google.com/scholar_lookup?&title=The%20maturity%20of%20debt%20issues%20and%20predictable%20variation%20in%20bond%20returns&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2803%2900147-8&volume=70&pages=261-291&publication_year=2003&author=Baker%2CM.&author=Greenwood%2CR.&author=Wurgler%2CJ.
https://doi.org/10.1111%2F0022-1082.00285
http://scholar.google.com/scholar_lookup?&title=The%20equity%20share%20in%20new%20issues%20and%20aggregate%20stock%20returns&journal=Journal%20of%20Finance&doi=10.1111%2F0022-1082.00285&volume=55&pages=2219-2257&publication_year=2000&author=Baker%2CM.&author=Wurgler%2CJ.
https://doi.org/10.1111%2F1540-6261.00414
http://scholar.google.com/scholar_lookup?&title=Market%20timing%20and%20capital%20structure&journal=Journal%20of%20Finance&doi=10.1111%2F1540-6261.00414&volume=57&pages=1-32&publication_year=2002&author=Baker%2CM.&author=Wurgler%2CJ.
http://scholar.google.com/scholar_lookup?&title=Why%20do%20REITs%20repurchase%20stocks%3F%20Extricating%20the%20effect%20of%20managerial%20signaling%20in%20open%20market%20share%20repurchase%20announcements&journal=Journal%20of%20Real%20Estate%20Research&volume=28&issue=1&pages=1-23&publication_year=2006&author=Brau%2CJ.%20C.&author=Holmes%2CA.
https://doi.org/10.1111%2F1540-6229.00068
http://scholar.google.com/scholar_lookup?&title=Financing%20choice%20and%20liability%20structure%20of%20real%20estate%20investment%20trusts&journal=Real%20Estate%20Economics&doi=10.1111%2F1540-6229.00068&volume=31&issue=3&pages=313-346&publication_year=2003&author=Brown%2CD.%20T.&author=Riddiough%2CT.%20J.
https://doi.org/10.1086%2F209646
http://scholar.google.com/scholar_lookup?&title=Stock%20repurchase%20wave&journal=Journal%20of%20Business&doi=10.1086%2F209646&volume=73&issue=3&pages=331-355&publication_year=2000&author=Dittmar%2CA.%20K.

and bonds. Journal of Financial Economics, 33, 3-56.

Article Google Scholar

Fama, E. F., & French, K. R. (2002). Testing trade-off and pecking order
predictions about dividends and debt. The Review of Financial Studies, 15, 1-33.

Article Google Scholar

Feng, Z., Ghosh, C., & Sirmans, C. F. (2007). On the capital structure of real
estate investment trusts. Journal of Real Estate Finance and Economics, 34(1),
81-105.

Article Google Scholar

Flannery, M. J., & Rangan, K. P. (2006). Partial adjustment toward target capital

structures. Journal of Financial Economics, 79, 469-506.

Article Google Scholar

Frank, M. Z., & Goyal, V. K. (2003). Testing the pecking order theory of capital

structure. Journal of Financial Economics, 67, 217-248.

Article Google Scholar

Gentry, W. M., & Mayer, C. J. (2002). What can we learn about investment &
capital structure with better measure of q? Working paper, University of

Columbia.

Gentry, W. M., & Mayer, C. ]J. (2003). The effects of share prices relative to
‘fundamental’ value on share issuances and repurchases’. Working paper,

University of Columbia.

Ghosh, C., Harding, ]., Sezer, O., & Sirmans, C. F. (2008). The role of executive


https://doi.org/10.1016%2F0304-405X%2893%2990023-5
http://scholar.google.com/scholar_lookup?&title=Common%20risk%20factors%20in%20the%20returns%20on%20stocks%20and%20bonds&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2893%2990023-5&volume=33&pages=3-56&publication_year=1993&author=Fama%2CF.%20E.&author=French%2CK.%20R.
https://doi.org/10.1093%2Frfs%2F15.1.1
http://scholar.google.com/scholar_lookup?&title=Testing%20trade-off%20and%20pecking%20order%20predictions%20about%20dividends%20and%20debt&journal=The%20Review%20of%20Financial%20Studies&doi=10.1093%2Frfs%2F15.1.1&volume=15&pages=1-33&publication_year=2002&author=Fama%2CE.%20F.&author=French%2CK.%20R.
https://link.springer.com/doi/10.1007/s11146-007-9005-2
http://scholar.google.com/scholar_lookup?&title=On%20the%20capital%20structure%20of%20real%20estate%20investment%20trusts&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1007%2Fs11146-007-9005-2&volume=34&issue=1&pages=81-105&publication_year=2007&author=Feng%2CZ.&author=Ghosh%2CC.&author=Sirmans%2CC.%20F.
https://doi.org/10.1016%2Fj.jfineco.2005.03.004
http://scholar.google.com/scholar_lookup?&title=Partial%20adjustment%20toward%20target%20capital%20structures&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2005.03.004&volume=79&pages=469-506&publication_year=2006&author=Flannery%2CM.%20J.&author=Rangan%2CK.%20P.
https://doi.org/10.1016%2FS0304-405X%2802%2900252-0
http://scholar.google.com/scholar_lookup?&title=Testing%20the%20pecking%20order%20theory%20of%20capital%20structure&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2802%2900252-0&volume=67&pages=217-248&publication_year=2003&author=Frank%2CM.%20Z.&author=Goyal%2CV.%20K.

stock options in REIT repurchases. Journal of Real Estate Research, 30, 27-44.

Google Scholar

Ghosh, C., Nag, R., & Sirmans, C. F. (1997). Financing choice by equity REITs in
the 1990s. Real Estate Finance, 14(3), 41-50.

Google Scholar

Ghosh, C., Nag, R., & Sirmans, C. F. (1999). An analysis of seasoned equity
offerings by equity REITs (1991-1995). Journal of Real Estate Finance and
Economics, 19(3), 175-192.

Article Google Scholar

Graham, J. R., & Harvey, C. R. (2001). The theory and practice of corporate

finance: evidence from the field. Journal of Financial Economics, 60, 187-243.

Article Google Scholar

Guedes, J., & Opler, T. (1996). The determinants of the maturity of corporate debt
issues. Journal of Finance, 51(5), 1809-1833.

Article Google Scholar

Hovakimian, A. (2004). The role of target leverage in security issues and
repurchases. Journal of Business, 77(4), 1041-1071.

Article Google Scholar

Hovakimian, A., Hovakimian, G., & Tehranian, H. (2004). Determinants of target
capital structure: the case of dual debt and equity issuers. Journal of Financial
Economics, 71, 517-540.

Article Google Scholar



http://scholar.google.com/scholar_lookup?&title=The%20role%20of%20executive%20stock%20options%20in%20REIT%20repurchases&journal=Journal%20of%20Real%20Estate%20Research&volume=30&pages=27-44&publication_year=2008&author=Ghosh%2CC.&author=Harding%2CJ.&author=Sezer%2CO.&author=Sirmans%2CC.%20F.
http://scholar.google.com/scholar_lookup?&title=Financing%20choice%20by%20equity%20REITs%20in%20the%201990s&journal=Real%20Estate%20Finance&volume=14&issue=3&pages=41-50&publication_year=1997&author=Ghosh%2CC.&author=Nag%2CR.&author=Sirmans%2CC.%20F.
https://doi.org/10.1023%2FA%3A1007852309497
http://scholar.google.com/scholar_lookup?&title=An%20analysis%20of%20seasoned%20equity%20offerings%20by%20equity%20REITs%20%281991%E2%80%931995%29&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1023%2FA%3A1007852309497&volume=19&issue=3&pages=175-192&publication_year=1999&author=Ghosh%2CC.&author=Nag%2CR.&author=Sirmans%2CC.%20F.
https://doi.org/10.1016%2FS0304-405X%2801%2900044-7
http://scholar.google.com/scholar_lookup?&title=The%20theory%20and%20practice%20of%20corporate%20finance%3A%20evidence%20from%20the%20field&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2801%2900044-7&volume=60&pages=187-243&publication_year=2001&author=Graham%2CJ.%20R.&author=Harvey%2CC.%20R.
https://doi.org/10.2307%2F2329539
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20of%20the%20maturity%20of%20corporate%20debt%20issues&journal=Journal%20of%20Finance&doi=10.2307%2F2329539&volume=51&issue=5&pages=1809-1833&publication_year=1996&author=Guedes%2CJ.&author=Opler%2CT.
https://doi.org/10.1086%2F422442
http://scholar.google.com/scholar_lookup?&title=The%20role%20of%20target%20leverage%20in%20security%20issues%20and%20repurchases&journal=Journal%20of%20Business&doi=10.1086%2F422442&volume=77&issue=4&pages=1041-1071&publication_year=2004&author=Hovakimian%2CA.
https://doi.org/10.1016%2FS0304-405X%2803%2900181-8
http://scholar.google.com/scholar_lookup?&title=Determinants%20of%20target%20capital%20structure%3A%20the%20case%20of%20dual%20debt%20and%20equity%20issuers&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2803%2900181-8&volume=71&pages=517-540&publication_year=2004&author=Hovakimian%2CA.&author=Hovakimian%2CG.&author=Tehranian%2CH.

Hovakimian, A., Opler, T., & Titman, S. (2001). The debt-equity choice. Journal of
Financial and Quantitative Analysis, 36(1), 1-24.

Article Google Scholar

Huang, R., & Ritter, J. R. (2004). Testing the windows-of-opportunity theory of

capital structure. Working paper, University of Florida.

Jaffe, J. (1991). Taxes and the capital structure of partnerships, REITs, and related
entities. Journal of Finance, 46, 401-407.

Article Google Scholar

Jalilvand, A., & Harris, R. S. (1984). Corporate behavior in adjusting to capital
structure and dividend targets: An econometric study. Journal of Finance, 39,
127-145.

Article Google Scholar

Jung, K., Kim, Y.-C., & Stulz, R. M. (1996). Timing, investment opportunities,
managerial discretion, and the securities issue decision. Journal of Financial
Economics, 42, 159-185.

Article Google Scholar

Kayhan, A., & Titman, S. (2007). Firms’ histories and their capital structures.

Journal of Financial Economics, 83, 1-32.

Article Google Scholar

Leary, M., & Roberts, M. R. (2005). Do firms rebalance their capital structure?
Journal of Finance, 60(6), 2575-2619.

Article Google Scholar



https://doi.org/10.2307%2F2676195
http://scholar.google.com/scholar_lookup?&title=The%20debt%E2%80%93equity%20choice&journal=Journal%20of%20Financial%20and%20Quantitative%20Analysis&doi=10.2307%2F2676195&volume=36&issue=1&pages=1-24&publication_year=2001&author=Hovakimian%2CA.&author=Opler%2CT.&author=Titman%2CS.
https://doi.org/10.2307%2F2328701
http://scholar.google.com/scholar_lookup?&title=Taxes%20and%20the%20capital%20structure%20of%20partnerships%2C%20REITs%2C%20and%20related%20entities&journal=Journal%20of%20Finance&doi=10.2307%2F2328701&volume=46&pages=401-407&publication_year=1991&author=Jaffe%2CJ.
https://doi.org/10.2307%2F2327672
http://scholar.google.com/scholar_lookup?&title=Corporate%20behavior%20in%20adjusting%20to%20capital%20structure%20and%20dividend%20targets%3A%20An%20econometric%20study&journal=Journal%20of%20Finance&doi=10.2307%2F2327672&volume=39&pages=127-145&publication_year=1984&author=Jalilvand%2CA.&author=Harris%2CR.%20S.
https://doi.org/10.1016%2F0304-405X%2896%2900881-1
http://scholar.google.com/scholar_lookup?&title=Timing%2C%20investment%20opportunities%2C%20managerial%20discretion%2C%20and%20the%20securities%20issue%20decision&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2896%2900881-1&volume=42&pages=159-185&publication_year=1996&author=Jung%2CK.&author=Kim%2CY.-C.&author=Stulz%2CR.%20M.
https://doi.org/10.1016%2Fj.jfineco.2005.10.007
http://scholar.google.com/scholar_lookup?&title=Firms%E2%80%99%20histories%20and%20their%20capital%20structures&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2005.10.007&volume=83&pages=1-32&publication_year=2007&author=Kayhan%2CA.&author=Titman%2CS.
https://doi.org/10.1111%2Fj.1540-6261.2005.00811.x
http://scholar.google.com/scholar_lookup?&title=Do%20firms%20rebalance%20their%20capital%20structure%3F&journal=Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2005.00811.x&volume=60&issue=6&pages=2575-2619&publication_year=2005&author=Leary%2CM.&author=Roberts%2CM.%20R.

Li, Y., Ibrahim, M. E, Ong, S. E., & Ooi, J. T. L. (2006). Market timing and REIT

capital structure changes. Working paper, National University of Singapore.

Marsh, P. (1982). The choice between equity and debt: an empirical study. Journal
of Finance, 37, 121-144.

Article Google Scholar

Modigliani, F., & Miller, M. (1958). The cost of capital, corporation finance, and

the theory of investment. American Economic Review, 48, 261-297.

Google Scholar

Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment
decisions when firms have information that investors do not have. Journal of
Financial Economics, 13, 187-221.

Article Google Scholar

Ooi, J. T. L. (2000). Managerial opportunism and the capital structure decisions of

property companies. Journal of Property Investment & Finance, 18(3), 316-331.

Article Google Scholar

Pagan, O., Panetta, F., & Zingales, L. (1998). Why do companies go public? An

empirical analysis. Journal of Finance, 53, 27-64.

Article Google Scholar

Ritter, J. R. (2002). The windows of opportunity theory of capital structure.
Working paper, University of Florida.

Shyam-Sunder, L., & Myers, S. C. (1999). Testing static tradeoff against pecking

order models of capital structure. Journal of Financial Economics, 51, 219-244.


https://doi.org/10.2307%2F2327121
http://scholar.google.com/scholar_lookup?&title=The%20choice%20between%20equity%20and%20debt%3A%20an%20empirical%20study&journal=Journal%20of%20Finance&doi=10.2307%2F2327121&volume=37&pages=121-144&publication_year=1982&author=Marsh%2CP.
http://scholar.google.com/scholar_lookup?&title=The%20cost%20of%20capital%2C%20corporation%20finance%2C%20and%20the%20theory%20of%20investment&journal=American%20Economic%20Review&volume=48&pages=261-297&publication_year=1958&author=Modigliani%2CF.&author=Miller%2CM.
https://doi.org/10.1016%2F0304-405X%2884%2990023-0
http://scholar.google.com/scholar_lookup?&title=Corporate%20financing%20and%20investment%20decisions%20when%20firms%20have%20information%20that%20investors%20do%20not%20have&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2884%2990023-0&volume=13&pages=187-221&publication_year=1984&author=Myers%2CS.%20C.&author=Majluf%2CN.%20S.
https://doi.org/10.1108%2F14635780010338317
http://scholar.google.com/scholar_lookup?&title=Managerial%20opportunism%20and%20the%20capital%20structure%20decisions%20of%20property%20companies&journal=Journal%20of%20Property%20Investment%20%26%20Finance&doi=10.1108%2F14635780010338317&volume=18&issue=3&pages=316-331&publication_year=2000&author=Ooi%2CJ.%20T.%20L.
https://doi.org/10.1111%2F0022-1082.25448
http://scholar.google.com/scholar_lookup?&title=Why%20do%20companies%20go%20public%3F%20An%20empirical%20analysis&journal=Journal%20of%20Finance&doi=10.1111%2F0022-1082.25448&volume=53&pages=27-64&publication_year=1998&author=Pagan%2CO.&author=Panetta%2CF.&author=Zingales%2CL.
https://doi.org/10.1016%2FS0304-405X%2898%2900051-8
http://scholar.google.com/scholar_lookup?&title=Testing%20static%20tradeoff%20against%20pecking%20order%20models%20of%20capital%20structure&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2898%2900051-8&volume=51&pages=219-244&publication_year=1999&author=Shyam-Sunder%2CL.&author=Myers%2CS.%20C.

Article Google Scholar

Strebulaev, 1. A. (2007). Do test of capital structure theory mean what they say?
Journal of Finance, 57(4), 1747-1787.

Article Google Scholar

Stulz, R. M. (1990). Managerial discretion and optimal financing policies. Journal
of Financial Economics, 14, 501-521.

Article Google Scholar

Titman, S., & Wessels, R. (1988). The determinants of capital structure. Journal of
Finance, 43, 1-19.

Article Google Scholar

Warner, ]J. (1977). Bankruptcy costs: some evidence. Journal of Finance, 32, 337-
347.

Article Google Scholar

Wu, Z., & Riddiough, T. (2005). Bank line of credit, REIT investment and banking

relationship. Working paper, University of Wisconsin-Madison.

Acknowledgement

We would like to thank Brent Ambrose, David Downs, Glenn Mueller and
participants at the 2006 American Real Estate and Urban Economics (AREUEA)
international meeting in Vancouver and the 2008 American Real Estate Society
(ARES) meeting in Captiva for their valuable comments. We also acknowledge the
constructive reviews of two anonymous referees. All remaining errors are sole

responsibility of the authors.


https://doi.org/10.1016%2FS0304-405X%2898%2900051-8
http://scholar.google.com/scholar_lookup?&title=Testing%20static%20tradeoff%20against%20pecking%20order%20models%20of%20capital%20structure&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2FS0304-405X%2898%2900051-8&volume=51&pages=219-244&publication_year=1999&author=Shyam-Sunder%2CL.&author=Myers%2CS.%20C.
https://doi.org/10.1111%2Fj.1540-6261.2007.01256.x
http://scholar.google.com/scholar_lookup?&title=Do%20test%20of%20capital%20structure%20theory%20mean%20what%20they%20say%3F&journal=Journal%20of%20Finance&doi=10.1111%2Fj.1540-6261.2007.01256.x&volume=57&issue=4&pages=1747-1787&publication_year=2007&author=Strebulaev%2CI.%20A.
https://doi.org/10.1016%2F0304-405X%2885%2990024-8
http://scholar.google.com/scholar_lookup?&title=Managerial%20discretion%20and%20optimal%20financing%20policies&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2F0304-405X%2885%2990024-8&volume=14&pages=501-521&publication_year=1990&author=Stulz%2CR.%20M.
https://doi.org/10.2307%2F2328319
http://scholar.google.com/scholar_lookup?&title=The%20determinants%20of%20capital%20structure&journal=Journal%20of%20Finance&doi=10.2307%2F2328319&volume=43&pages=1-19&publication_year=1988&author=Titman%2CS.&author=Wessels%2CR.
https://doi.org/10.2307%2F2326766
http://scholar.google.com/scholar_lookup?&title=Bankruptcy%20costs%3A%20some%20evidence&journal=Journal%20of%20Finance&doi=10.2307%2F2326766&volume=32&pages=337-347&publication_year=1977&author=Warner%2CJ.

Author information

Authors and Affiliations

Department of Real Estate, National University of Singapore, 4
Architecture Drive, Singapore, 117 566, Singapore
Joseph T. L. Ooi, Seow-Eng Ong & Lin Li

Corresponding author

Correspondence to Joseph T. L. Ooi.

Additional information

This paper is the winner of the best paper on Real Estate Finance award
(sponsored by Real Capital Analytics) presented at the 2008 American Real Estate
Society Meeting in Captiva Island, Florida.

Rights and permissions

Reprints and permissions

About this article

Cite this article

Ooi, J.T.L., Ong, SE. & Li, L. An Analysis of the Financing Decisions of REITs: The Role of Market Timing
and Target Leverage. J Real Estate Finan Econ 40, 130-160 (2010). https://doi.org/10.1007/s11146-008-
91271

Published Issue Date
20 July 2008 February 2010
DOl

https://doi.org/10.1007/s11146-008-9127-1

Kevwords


mailto:rstooitl@nus.edu.sg
https://s100.copyright.com/AppDispatchServlet?title=An%20Analysis%20of%20the%20Financing%20Decisions%20of%20REITs%3A%20The%20Role%20of%20Market%20Timing%20and%20Target%20Leverage&author=Joseph%20T.%20L.%20Ooi%20et%20al&contentID=10.1007%2Fs11146-008-9127-1&copyright=Springer%20Science%2BBusiness%20Media%2C%20LLC&publication=0895-5638&publicationDate=2008-07-20&publisherName=SpringerNature&orderBeanReset=true

-

Capital structure Market timing Target leverage REITs

Search

Search by keyword or author

Navigation

Find a journal
Publish with us

Track your research


https://link.springer.com/search?query=Capital%20structure&facet-discipline=%22Economics%22
https://link.springer.com/search?query=Market%20timing&facet-discipline=%22Economics%22
https://link.springer.com/search?query=Target%20leverage&facet-discipline=%22Economics%22
https://link.springer.com/search?query=REITs&facet-discipline=%22Economics%22
https://link.springer.com/journals/a/1
https://www.springernature.com/gp/authors
https://link.springernature.com/home/

