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Abstract:

This Study aims to determine the impact of financial leverage on the market value of firms, by
applying the study to a sample of firms listed on the Amman "Jordan" Stock Exchange (2010-2020),
Where a model has been built includes independent variables: financial leverage (FL), and control
variables: debt ratio, rate of return on equity, rate of return on assets, earnings per share, the dependent
variable is the market value of the Firm, using panel models. The study concluded that there is a
positive relationship between financial leverage and the market value of the Firm, and the rates of
return of equity and assets and earnings per share positively affects the market value, and there is a

negative effect of the debt ratio on the market value, so it was concluded that 78.77% of the variation
in the market value of the Firm is explained through the variables of study.

Keywords: market value, financial leverage, Capital financial Structure financial, theory, panel
models.
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Sample: 2010 2020

FIRM FL ROE ROA DR EPS
Mean 0.740638 0.703208 -0.120069 -0.038388 0.463509 0.023656
Median 0.712500 0.628400 0.003515 0.002385 0.415435 0.004000
Maximum 1.493000 2892630 0.3205810 0.244990 1.745790 2.597000
Minimum 0117000 -2.917922 -1.984470 -1.952960 0.008840 -2.550000
Std. Deav. 0.280030 0.908509 0.342932 070762 0.309179 0.444808
Skewness 0.320501 -0.849262 -2575229 -5.515056 1.184914 1.742394
Kurtosis 2829129 5.991091 10.57156 5338737 4982100 15.99672
Jarque-Bera 6.051117 162.6846 1153.016 3658311 131.2411 2430554
Probability 0.485307 0.715125 0.224700 DE75312 0172141 0.099122
sum 244 4107 232.0587 -39.62283 -12.66817 152.9579 7.806440
Sum Sq. Dev. 25.79916 2715528 38.69116 9593569 31.44968 65.09391
Observations 330 330 330 330 330 330
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FIRM FL ROE ROA DR EPS
FIRM 1.000000 0.744470 0.647528 0804634  -0.620726 0.713685
FL 0.744470 1.000000 0.151310 0.078976 0.022782 -0.051279
ROE 0.647528 0.151310 1.000000 0158606  -0.166539 0.250155
ROA 0.804634 0.078976 0.158606 1.000000  -0.424063 0.350969
DR -0.620726 0022782  -0.16693%9  -0.424063 1.000000 -0.447983
EPS 0.713685 -0.051279 0.250155 0350969  -0.447983 1.000000
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Specification Tests of Hsiao (1986)

H1 = Mull Hypothesis - panel is homageneous vs Alternative Hypothesis - HZ
H2 = Mull Hypothesis : H3 vs Alternative Hypothesis : panel is heterogeneous
H3 = Mull Hypothesis : panel is homogeneous vs Alternative Hypothesis | panel is partially homogeneous

Hypotheses F-Stat P-Value
H1 7228755 5.32E-05
Hz2 0.388773 0.434367
H3 G.659987 IFTEOV
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Dependent Variable: FIRM

Method: Panel Least Squares

Date: 04/13/22 Time: 13:35

Sample: 2010 2020

Periods included: 11

Cross-sections included: 30

Total panel (balanced) ocbservations: 330

“Variable Coeflicient Std. Error -Statistic Prob.

C 0.677957 0.033345 20.33140 0.0000

FL 0.012029 0.017429 0.690179 0.4906

ROE 0.048660 0.069439 0700756 0.4840

RO 0.031840 0116333 0273694 0.7845

DR 0127024 0.068094 1.865419 0.06320

EPS 0101919 0.042754 2383845 0.0177

R-squared 0.0232217 Mean dependent var 0740638

Adjusted R-squared 0017282 S.D. dependentvar 0.280030

3.E. of regression 0277600 Akaike info criterion 0292742

Sum squared resid 24 896798 Schwarz criterion 0.261817

Log likelinood -42 30250 Hannan-CQwinn criter. 0.320295

F-statistic 2157180 Durbin-Watson stat 0762857
Prob(F-statistic) 0.058573

EVIEWS 10 gealiy Ao alaieYl ofiald) dae) e
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Dependent Variable: FIRM

Method: Panel Least Squares

Diate: 041322 Time: 13:36

Sample: 2010 2020

Periods included: 11

Cross-sections included: 30

Total panel (balanced) observations: 330

Wariable Coefficient Std. Error t-Statistic Frob.
C 0.671859 0.043875 15.31318 0.0000
FL 0162173 0.017200 9428891 0.0035
ROE 0.088161 0.006377 13.83135 0.0062
ROA 0.070823 0.010066 7.035863 0.0023
DR -0.060964 0.008641  -7.055202 0.0005
EF3 0.041482 0.005206 7.968114 0.0000
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0767301 Mean dependentwvar 0740638
Adjusted R-squared 0740646 3.0 dependentvar 0280030
S.E. of regression 0.215739 Akaike info criterion -0.129480
Sum squared resid 13.73029 Schwarz criterion 0273444
Log likelihood 56.36582 Hannan-Cuinn criter. 0031235
F-statistic 7.626582 Durbin-Watzon stat 2.019395
Prob(F-statistic) 0.000000
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Dependent Variable: FIRM

Method: Panel EGLS (Cross-section random effects)
Date: 0413522 Time: 13:50

Sample: 2010 2020

Periods included: 11

Cross-sections included: 30

Total panel (balanced) observations: 330

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.669605 0.052076 12.85824 0.0000
FL 0016727 0.016366 1.022034 0.3075
ROE 0.040282 0.062016 0.649531 0.5165
ROA -0.096798 0.099274  -0.975057 0.3303
DR 0119626 0.077972 1.534225 01260
EPS 0.208985 0.048270 4329452 0.0000
Effects Specification
5.0 Rho
Cross-section random 0186780 042384
|diosyncratic random 0.215739 05716
Weighted Statistics
R-squared 0067748 MWean dependentwvar 0.243585
Adjusted R-sguared 0.053361 5.0. dependentwvar 0.221318
S.E. ofregression 0.215332 3um squared resid 15.02325
F-statistic 4709072 Durbin-Watson stat 1.268517
Prob(F-statistic) 0.000363
Linweighted Statistics
R-squared 0.011062 MWean dependentwvar 0.740638
Sum squared resid 2551379 Durbin-Watson stat 0.746939
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Carrelated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-3q. Statistic  Chi-Sq. df. Prob.

Cross-section random 13.779668 5 0.0006
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Residual Cross-Section Dependence Test

Mull hypothesis: Mo cross-section dependence (correlation) in residuals
Equation: Untitled

Periods included: 11

Cross-sections included: 30

Total panel observations: 330

Cross-section effects were removed during estimation

Test Statistic d.f. Prob.
Breusch-Pagan LM G46.2159 435 0.0000
Pesaran scaled LM 71608891 0.0000
Bias-corrected scaled LM 5.660891 0.0000
Pesaran CD 5.551485 0.0000
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Wooldridge test for autocorrelation in panel data
He: no first-order autocorrelation

F(1, 29) = 2,690
Prob > F = B.0701
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Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model

He: sigma(i)"2 = sigma™2 for all i

chi2 (38) =  1.272
Prob>chi2 = @.2938
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