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Abstract

This study discusses that, under the fluctuation of the debt ratio, how the
financial ratios affect the operational performance, such as rate of return on
assets and retained earnings ratio. The study applies panel data threshold
regression model(Hansen, 1999,2000). The sample is gathered from the
annual data of the listed companies in second-class industry in American
from 1999 to 2004. In order to make different threshold models objectively,
this study uses debt ratio as the threshold variable. Finally, the result of the
empirical examination is the amount of thresholds in individual performance
models are three and one respectively. All of them indicate that the threshold
model has higher coefficient of determination than the traditional model.
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