The reason capital structure has been described as a puzzle is because there are so many different ways to finance a company and each piece affects the value of the others. The most common ways to finance a company are through equity with common stock, through debt such as bonds and short-term borrowing, or even preferred stock which offers some of the benefits of common stock with some of the safety of bondholders. Any time a company changes the percentage of one of the parts of the finance structure, the others can become more or less risky.

Some of the ways that this puzzle can be solved really go back to the philosophy or charter of the company. If the company is positioning itself as a high growth, risk taking company, such as a high tech, silicone valley company, then a high debt structure could be a perfect fit. A conservative, low growth company in a mature industry, such as a hardware manufacturer would possibly find a better match with a predominantly stock-financed company. So the capital structure should be driven by the companies core values and goals in the marketplace.

