Quotes from Famous Investors and 

Popular Press Articles on Capital Structure

“Generally speaking, companies get into bankruptcy as a kind of meritocracy. Somebody made some sort of big mistake, to get into bankruptcy, and very often, a part of the mistake is too much leverage.”     Wilbur L. Ross, an American investor known for restructuring failed companies in industries such as steel, coal, telecommunications, foreign investment and textiles. He specializes in leveraged buyouts and distressed businesses. Wikipedia
“When you combine ignorance and leverage, you get some pretty interesting results.”   Warren Buffett

From “Finding Balance Sheet Beauties,”  CNNMoney.com (2010)

The health of a company's balance sheet has a direct impact on the success or failure of its business.
Stocks of companies that improve their balance sheets should outperform those that remain mired in debt.

If your balance sheet is lousy with debt, no one--not investors, not creditors, not customers—wants to get near you.

I am pretty sure the folks at Global Crossing and Kmart wish that they had

equitized their balance sheets.

From “After the Revolution,” CFO Magazine (1998)
"The availability of the tax deduction is a primary consideration when making a decision about whether you issue equity or debt," says Hank Wolf, executive vice president of finance at Norfolk Southern Corp.
To this day, however, exactly how valuable the tax shield is for investors remains a bone of contention between Modigliani and Miller: "The whole issue of taxes is a divisive one," says Modigliani. "Miller still seems to think-- something that I disagree with--that taxes make no difference. I believe that is wrong."

From Kiplinger on How to buy stocks (continuously updated)

	In general, the lower this figure (D/E ratio) the better, although the definition of an acceptable debt load varies from industry to industry. 



	


From “Hard Lessons from the Debt Decade,” Fortune (1990)
Higher debt ratios improved companies competitive position by lowering their cost of capital.

Leverage boosts a company’s return on shareholders’ equity.

But there was another reason managers chose to leverage up their firms: debt’s privileged status in the corporate tax code. 

