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Threshold Effects between Capital Structure and Operating Performance of Electronic Listed Firms in Taiwan. This paper aims at investigating whether application of financial leverage affects operating performance or firm value of electronic listed firms in Taiwan. We apply newly-developed panel threshold regression model to the observed "balanced panel data" to testif there exists an optimal debt/asset ratio which may result in threshold effects and asymmetrical responses of the firm value to the debt/asset ratio. Return on Asset(ROA), Return on Equity, Earings Per Share(EPS) and Tobing q value are selected as the indicators or proxy variables to evaluate the operating performance of the observed listedfirms. The result shows that there only one single threshold effect exists if Tobing q value is selected as the proxy variable, while all of the observations can be divided into two "regimes" depending on whether the debt ratio is smaller or large than the single threshold value. Two cofficients(α1 and α2) are all postive whileα1 is significant for the first half regime where the debt ratio is smaller than the single threshold value(γ). This result indicates that the operating performance is positively related to debt level; however, firms with lower debt will benefit the value of firms. This suggests that financial managers should use financial leverage wisely in order to maximize the firm value.

