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Abstract
Borrowing is considered as one of the usual methods of funding in most companies,
according to the number of variables including the size of the company and the nature
of the activity it performs, as well as the possibility of fulfilling their obligations on
time. Moreover, the increase in company borrowing leads to the increase in financial
leverage as well as increase of risks accompanied. But it directly affects the right of
ownership through higher earnings per share in the company.

The theoretical side of this study aimed at understanding the main concepts of
financial leverage and average of its effect to the earning of share and the structure of
capital to reach to the optimal structure of the capital.

The study relied on a number of hypotheses to test the relationship between financial
leverage from one side and the systematic risk, the overall risk and the earning per share
from the other side by applying it on a sample of AL-Jordan stock companies registered
to Oman market of the period 2005 — 2009.

In order to reach to the results of the study, the method of simple linear regression
analysis was used to make test to the hypotheses of the study by measuring the
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relationship between the financial leverage from one side and each of the systematic
risk measured by Beta coefficient, the overall risk measured by standard deviation and
the earning per share from the other side.
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) Jala g cilada 80 L) Y Gaaal

bl ad ) Ay Aaldiil) 5 lalial) ABe gl Ablia 1Y

zisall il cllyd Jias 5 DFL 5 Beta, sl on iVag Loy alall dnpds 4 5l
P VENGE I\ TP Y SRR\ O

B=a+ bDFL + &i
g

Intercept alalzall culd 550 O
copoariall Cw daa il Al ¢ jae i b

(1) ) BEAEN
Oae B (A Al )l e Gl Hall el ad )l Aa oy daaldal) 5 jhalaal) ABle il
il Beta
el i DFL

2005 2006 2007 2008 2009 AV

Coefficients | 0.008 0.013 0,005 0.003 0.01 0.0085

T | 4.049 4.021 5.191 5.902 3.298 4.4922

Sig(P) | 0.441 0.231 0.696 0.786 | 0.603 0.5514
R* [ 0.22 0.14 0.11 0. 15 0.16 0.1567

F | 0.604 1.472 0.155 0.075 0.274 0.516

Sig(P) | 0.441 0.231 0.696 0.786 | 0.603 0.5514
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(2) Ao dss
Oae (g (8 S A L) a5 da yo 5 40KN 3 plalaall (g A8Da)) il

LN St. Dev.

Jtisl) yarcial DFL
2005 2006 2007 2008 2009
Coefficients 0.222 0.033 0.023 0.088 -0.41
T 3.438 3.300 3.297 2.882 3.289
Sig(P) 0.049 0.001 0.001 0.008 0.002
R’ 0.32 0.31 0.301 0.297 0.333
F 2.489 0.051 0.025 0.379 0.080
Sig(P) 0.012 0.082 0.087 0.054 0.077
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EPS aal ) agudl dny) Ao DFL &l &adl ) dan Jiee JWI 280 51 lasl o) ) &
) 23 By sk e ddas oSy V) 138 ¢ G Al el Jae S A agud S g

= a + bDFL + €iEPS

(3) &) Jsa
e (B (3 Gl patial) aladinly Julail) 3
@\ﬂ\ il EPS
Jeiuall juaial) DFL
2005 2006 2007 2008 2009
Coefficients 0.232 0.1 -0.032 0.455 0.182
T 5.100 4.462 6.597 3.390 2.481
Sig(P) 0.010 0. 040 0.032 0.001 0.020
R’ 0.39 0.41 0.37 0.36 0.43
F 2.728 0.485 1.049 12.512 1.636
Sig(P) 0.015 0.0490 0.026 0.001 0. 007
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