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In recent years, consolidated financial statements are extremely important for investors in Japan. It
can be said that this is because most of Japanese listed companies have subsidiaries that are
subject to consolidation. It is important to look at the consolidated financial statements in order to
grasp the value of the entire group. On the other hand, the trade-off theory is a major theoretical
framework for considering the capital structure of a company. However, it is common to discuss
the decision-making of a single company, and it is not clear whether it can be applicable to a
company that manages a group.

Therefore, in this study, | examined how group management affects the decision-making of capital
structure. Three samples were used in the analysis to compare the determinants of the capital
structure. The first is a sample based on the consolidated financial statements of companies that
have consolidated companies, the second is a sample based on the separate financial statements
of companies that have consolidated companies, and the third is data of non-consolidated
companies that does not have any consolidated companies.

As a result of the analysis, no economically significant difference was observed between the
consolidated data and the single data in the group of companies with consolidated companies.
This suggests that it has little effect on the result whether we consider the group as a whole or an
individual company. On the other hand, the effects of the tangible assets and the tax rate differ
between the companies that have consolidated companies and the companies that do not have. In
particular, the tax rate shows significantly positive effects on the companies without subsidiaries,
while the effects are weakened on the group managed companies. This suggests that the tax-
saving effect is not an important factor for companies that manage subsidiaries in its group.
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Consolidated Financial Statements and Capital Structure
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In recent years, consolidated financial statements are extremely important for investors in Japan. It can be said that this is because
most of Japanese listed companies have subsidiaries that are subject to consolidation. It is important to look at the consolidated
financial statements in order to grasp the value of the entire group. On the other hand, the trade—off theory is a major theoretical
framework for considering the capital structure of a company. However, it is common to discuss the decision—making of a single
company, and it is not clear whether it can be applicable to a company that manages a group.

Therefore, in this study, I examined how group management affects the decision—making of capital structure. Three samples were
used in the analysis to compare the determinants of the capital structure. The first is a sample based on the consolidated financial
statements of companies that have consolidated companies, the second is a sample based on the separate financial statements of
companies that have consolidated companies, and the third is data of non—consolidated companies that does not have any
consolidated companies.

As a result of the analysis, no economically significant difference was observed between the consolidated data and the single data in
the group of companies with consolidated companies. This suggests that it has little effect on the result whether we consider the
group as a whole or an individual company. On the other hand, the effects of the tangible assets and the tax rate differ between the
companies that have consolidated companies and the companies that do not have. In particular, the tax rate shows significantly
positive effects on the companies without subsidiaries, while the effects are weakened on the group managed companies. This
suggests that the tax—saving effect is not an important factor for companies that manage subsidiaries in its group.
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