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Abstract: This study examines the impact of financial and operating leverage on the
profitability of industrial companies listed on the Iraq Stock Exchange during the period
2012-2022, under unstable and volatile economic conditions. The main question of the
study is, to what extent do financial and operating leverage indicators affect the
profitability of these companies? Accordingly, the study aims to quantitatively analyze
this relationship to provide empirical evidence that guides financial and strategic
decision-making in highly uncertain environments. Using a quantitative approach,
financial time series were analyzed. The sample consisted of nine Iraqi industrial
companies listed on the stock market, selected based on the availability of
comprehensive financial data. The independent variables were measured using three
indicators: the debt ratio, the liabilities-to-equity ratio (financial leverage), and the
operating leverage index. Profitability, as the dependent variable, was assessed using
return on assets and return on equity. Multiple linear regression was applied for
statistical analysis using tools such as Excel and SPSS to measure the influence between
variables. The results showed that a moderate level of financial leverage is positively
associated with enhanced profitability, while high debt levels tend to reduce it due to
increased financial risk. Regarding operating leverage, its positive effect is only evident
under stable sales conditions; when revenues decline, higher fixed costs erode
profitability. In light of these findings, the study primarily recommended that the
industrial companies included in the study adopt balanced financial and operational
policies that are adaptable to the fluctuations of the Iraqi economic environment, with
the aim of reducing risk and maximizing sustainable profitability.

Keywords: Financial and operational leverage; Corporate profitability; Listed industrial
companies; Iraq Stock Exchange.
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