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Abstract

The main objective of this study is to determine the role of financial
flexibility in increasing the companies' ability to invest, using an
extensive sample from 280 industrial companies listed in seven financial
markets for the period 2010-2014. To test whether financial flexibility
has any impact on investment ability, we use the investment model
enhanced by the interaction between financial flexibility dummy
variable and cash flow. The results show that financial flexibility does
not have any impact on the investment ability of companies. The results
also show that the difference in the value of financial flexibility between
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companies has nothing to do with the ability of these companies to
invest. In other words, these institutions, whether small or large, will not

be affected by their investment policy to the extent that they follow a
conservative monetary policy, contrary to what was expected.

Keywords: Financial Flexibility, investment ability, industrial
companies, financial markets.
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Fixed-effects (within) regression Number of groups 72

R-sq: 0.5293 F(9.279) 2.14
Number of Obs 360 Prob>F 0.0267

Lev Coef. T P>t

Levt-1 .1844406 3.22 0.001

Prof -.0485887 -0.69 0.491

Cash -.0156196 -0.24 0.807

Size -.003435 -0.05 0.963

Dep .0286179 0.36 0.718

Tang 0773467 2.10 0.036

Tax .0794003 -0.78 0.438

age -.1148943 0.74 0.460

Sales -.0227253 0.23 0.818

Cons 2394297 0.23 0.814
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Fixed-effects (within) regression Number of groups 66
R-sq: 0.7491 F(9,254) 10.67
Number of Obs 330 Prob > F 0.0000
Lev Coef. T P>t
Levt-1 4711517 7.21 0.000
Prof -.2328455 -4.79 0.000
Cash .0832342 0.93 0.355
Size -.0432233 -0.27 0.791
Dep -.0099089 -0.05 0.958
Tang 0863697 1.35 0.177
Tax 612418 1.02 0.310
age .0550695 1.51 0.133
Sales 0201662 1.23 0.222
Cons 4681189 0.20 0.838

stata 11 oz Lo slaeWU asU) slasl - ydeall

cws (Lev) &l sl asl)) e IS 0w e 80 sy anhlll ils o bl LS @
A Oy dmge B3l 29 VS ((Dep) w5y (Size) a5l o 0 IS
wledly (Tax) el Jassy (Cash) gaad wo) e U5y (Lev) au
ol 0da ek el A5lax] AYs oS e B oda S (Sales)

thais e Jo cly (BE-Lev) assedd aJU anl)) Juns a5 i el ol e ol

(Prof) a2 )t sy (Levt-1) aatud acdd ) aesl ) as

o o) b b s misadl WS 5 e slexeVU 1ig S Sl jludY) il

:(4

ansl ) dsy (Lev) adW a) )l aws o 1S 0 adlax] Vs> @13 dage Be 55y @
(Tax) iyl Jaxsy (Levt-1) aatud add L)

(2019) 01:5.41 /09 W& — 196 — Fluall sLaidl dlzs



LTl e Ly a3 ooy I § Busagall AW 29,1 805 g

i) iy (Lev) assall sl an)) o IS 00 alax] ¥ ol Al B 592y @

(Prof) wis¥1 w5321 3

Bl e IS0 Al B3e gy Ayl il &bl A olpasl) Sb a% L L e
2Uis; o(Cash) gzl weo iy (Size) i52d) wmm e IS 0y (Lev) szl 2
oledly (Dep) wtsMsyl o Sy (Lev) W al)l ooy dorss @M 3509
ol 0da meed el alan] AYs o e B oda Sy (Sales)
i) i Je sl (E-Lev) aall aJW) al)l Jaxe i O U IS C R EES
(Tax) iyl Jaas J) wloyu ((Prof) az ) ansy (Levt-1)aatd awud au)
IS Ol Y il (4) @By Jour

Fixed-effects (within) regression Number of groups 54
R-sq: 0.7949 F(9,206) 8.52
Number of Obs 270 Prob > F 0.0000
Lev Coef. T P>t
Levt-1 4521617 7.77 0.000
Prof -.2058641 -2.37 0.019
Cash -.1571955 -1.26 0.211
Size 1021547 0.77 0.444
Dep 2936451 1.26 0.210
Tang -.0672539 -0.93 0.353
Tax 2.20328 1.81 0.071
age 0621361 1.06 0.290
Sales .020929 1.22 0.224
Cons -.3130966 -0.72 0.475
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Fixed-effects (within) regression Number of groups 29

R-sq: 0.7267 F(9,107) 12.70
Number of Obs 145 Prob > F 0.0000

Lev Coef. T P>t

Levt-1 .6220245 7.52 0.000

Prof -.1037381 -0.87 0.387

Cash -.0001768 -0.00 0.999

Size .8941805 0.90 0.371

Dep .3120979 0.46 0.650

Tang 1430634 2.05 0.043

Tax 0014548 0.00 0.997

age 0967737 1.01 0.313

Sales -.0215114 -0.95 0.346

Cons -2.918057 -0.97 0.335
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Fixed-effects (within) regression Number of groups 23
R-sq: 0.4464 F(9,204) 8.68
Number of Obs 115 Prob > chi2 0.0000
Lev Coef. T P>t
Levt-1 556196 5.94 0.000
Prof -.1890162 -2.19 0.028
Cash -.1106001 -1.12 0.264
Size 0162191 0.21 0.835
Dep .0540992 0.21 0.836
Tang -.0980823 -1.19 0.235
Tax 3.366147 1.45 0.147
age .0605592 1.23 0.218
Sales -.0058133 -0.15 0.878
Cons -.1131416 -0.43 0.670
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Fixed-effects (within) regression Number of groups 21
R-sq: 0.4331 F(9,75) 6.37
Number of Obs 105 Prob > F 0.0000
Lev Coef. T P>t
Levt-1 3711534 3.36 0.001
Prof -.4999135 -4.04 0.000
Cash -.1531188 -0.95 0.343
Size -.0146067 -0.02 0.984
Dep .0336989 0.18 0.855
Tang 3549176 1.85 0.068
Tax -18.36147 -0.96 0.342
age 0335847 0.28 0.781
Sales 0261997 0.88 0.380
Cons .0216522 0.01 0.992
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Fixed-effects (within) regression Number of groups 16
R-sq: 0.2594 F(9,55) 2.14
Number of Obs 80 Prob > F 0.0411
Lev Coef. T P>t
Levt-1 2762249 2.10 0.040
Prof -4.001241 -1.46 0.151
Cash 8700313 .41 0.163
Size -1.063087 -1.10 0.276
Dep 4551011 0.22 0.826
Tang 1739192 0.36 0.723
Tax -349.258 -0.42 0.677
age .5525043 1.57 0.122
Sales .5652823 3.20 0.002
Cons .6484324 0.23 0.817
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Fixed-effects (within) regression Number of groups 250
R-sq: 0.2359 Obs per group: min 5
Number of Obs 1250 Prob >F 0.0238
Ce;., Coef. T P>t
Cei.q -.0830565 -2.25 0.025
CashFlow; .0919502 2.05 0.043
Sales; .0180437 2.03 0.045
FF;, -.0128739 -0.25 0.804
FF, *CashFlow; ., -.015899 -0.18 0.858
Size .0383905 0.33 0.744
Cons -.0989016 -1.99 0.047
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