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The effect of the financial leverage relationship with its Equity returns
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Abstract:
This research deals with the relationship of financial leverage with its
Equity returns, This study sought to assess this relationship and the extent
of the effect of the financial leverage on the Equity return, The goal of this
In the theoretical side is to identify the concepts of financial research in the
leverage and its impact on the returns on Equity ,in addition to identify the
optimal structure of capital. The study was based on a set of hypotheses to
test the relationship between financial leverage on one side and overall risk
represented Standard deviation and EPS per share on the other side. It was
selected sample of companies listed on the Amman Stock Exchange for the
period 0f2007- 2011. In addition, the study relied on the method of simple

linear regression analysis to reach the results of the relationship between
the financial leverage which measured by the degree of leverage (DFL) and
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Equity returns represented by total risk measured by standard deviation and
systemic risk measured by coefficient (Beta). The study reached a set of
conclusions and recommendations.

Keywords: Financial leverage, stock returns
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R? 0.37 0.27 0.33 0.44 0.38
F 4.7 4.9 3.7 7.09 4.9
Sig(P) 0.038 0.034 0.05 0.012 0.035

Qawlall Gilayaa Ao laldie) Galdl dlae) (e 1 ol
D Jid gl z3sal) Andla A l€e) Galdl (F) Hlsa¥) elys) as
Bl il g ag (St.Dev) (gHloaadl CahaiVL Lglia ot allg AN jlal Al oy
JE el oatiall Qe (2 Ll 285l sy JAasall (DFL) (JUal) 280 & a0

YAY



YOV Yz (£)) 33l (V) laall [ Auabuamd) g 4y oY) a glall oy dlaa [ LB g 512y 43S -y S5 daaly

oD doaall g (e Ga ¢ ML BhOU Glae Bsw (A Anpaall SISE (e Al
idiayn el 0.05 dogiee g aie AD Jaal mlaay 2351 G (5)
b aie s A Jial s 35 1 o ci bl sda LA (e %95
Sl il dags o) Gim 0.358 sl aniad o) sl R? apoal) Jalaa ()
Lot oa s Lo aill o2 a et Cund KN Hlalaall @ly it (b Jsany Las %36 it
e Al dalgal 3523 Lgilh %64 daia) ol Ll A8laas) 30 53 Lyl 4
c ) &l ddaiye

Aa Jueled Ailian) AV 3 4l cOLlal T jLad) glya) day Gudi Gasa
a3 o bty F Lol clglee elya) ey .%5 dogine (g5ima 2ie Il o d)l
e paid Al Adad) A eyl (g cdeaall il (ad) a5 4l Led) Jasill
23gall A0S jllad) e (DFL) Ll wd )l clayad &iloas) A1 <l 53 35ay
Ahl) die ASHaN agal Laldl)

S G A gy 2 35l (f e Laase A Gy bl Sl (DA (4
Grn aalanl 32k A sda of o ddad cucd Jid) il jlall o) (s
asi ) G o () 3 i (3] BT aiaiag LS laela Lalat) 20
o et cdnlanl Leadls 0S5 amse aa e Lgihlee Jogal gl e alae Yl
ol are Shlae e asy el Gla dlle oy pal@V L agl S, &l of Jla

Syl sda e 5 o mdy Ggash Al (Grimgiall (31 F LY ate Carag
(N Aa saall Sl Al il BY) Alan) i Laa agllsal (o Bliall Gleal
e Aiine i Jlia) e leall ay e 28 358 o (5 e 2s vie b )
Ogell
agall) ilga ALl ad )l A il ;WG

imy e (DFL) bl dadl sy i) 5 Jall il 580 ol S
i) zigar aladial Goh e algal (EPS) 4S5l aslsl) gl

EPS = a + bDFL + ¢

YAY



YOV Yz (£)) 33l (V) laall [ Auabuamd) g 4y oY) a glall oy dlaa [ LB g 512y 43S -y S5 daaly

(6)e%) s>

Olae (g (o3 S piiallagas) lgay Fll wdyl) Al il
2l psiiall EPS
Jiiaal) yiiall DFL
2007 2008 2009 2010 2011
Coefficients 0.36 0.373 0.376 0.36 0.377
T 3.2 3.1 3 3.4 3.05
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