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Abstract: The study aims to identify the extent of reliance on total leverage and its
impact on the company's value. It attempted to provide a clear picture of it in the
theoretical aspect and comprehensive answers about its variables in the practical aspect.
The study identified a group of Iraqi and Jordanian companies as its community. A
model was formulated to clarify the nature of the relationships between total leverage,
from which operating leverage and financial leverage branch out, and to show their
overall impact on its value. We obtained the financial data published in the Iraq Stock
Exchange. Based on this, the study's hypotheses were formulated and subjected to the
financial analysis process using the Excel program, in addition to subjecting them to
statistical tests based on the statistical program (EViews12). The study reached a set of
conclusions indicating a direct relationship between the degree of total leverage and the
company's value (EPS, market share value, and book share value). In light of this, a set
of proposals were presented, most notably urging company managements to expand
their use of operating and financial leverage during times of economic prosperity and
reduce their reliance on them during times of economic recession, given their multiplier
effect in maximizing or increasing the risk to company value.
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1.04 1.04 778,407,000,000 811,587,000,000 2012 )
1.04 1.03 744,595,000,000 764,805,000,000 2013 ¥
1.04 0.36 458,740,000,000 164,409,000,000 2014 Y
1.04 3.29 144,806,000,000 475,932,000,000 2015 ¢
1.04 1.21 93,302,000,000 112,869,000,000 2016 °
1.04 1.24 115,540,000,000 142,845,000,000 2017 1
1.04 1.04 254,330,000,000 263,547,000,000 2018 v
1.04 1.09 227,840,000,000 247,858,000,000 2019 A
1.04 1.06 226,395,000,000 240,840,000,000 2020 4
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0.86 0.86 662,170,000,000 772,662,000,000 2012 1
0.86 0.79 580,505,000,000 738,841,000,000 2013 2
0.86 0.76 344,709,000,000 452,490,000,000 2014 3
0.87 0.39 53,470,000,000 136,531,000,000 2015 4
0.87 0.34 29,509,000,000 87,600,000,000 2016 5
0.87 0.34 38,477,000,000 111,972,000,000 2017 6
0.87 0.59 149,820,000,000 253,391,000,000 2018 7
0.88 0.76 172,214,000,000 227,562,000,000 2019 8
0.88 1.08 243,618,000,000 226,066,000,000 2020 9
0.88 0.88 334,144,000,000 378,331,000,000 2021 10
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0.89 0.89 0.86 1.04 2012 1
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0.90 0.27 0.76 0.36 2014 3
0.90 1.29 0.39 3.29 2015 4
0.90 0.41 0.34 1.21 2016 5
0.91 0.42 0.34 1.24 2017 6
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7.02 7.02 270,012,000,000 1,896,231,000,000 2012 1
6.69 7.17 270,012,000,000 1,936,712,000,000 2013 2
6.38 6.95 270,012,000,000 1,876,403,000,000 2014 3
6.08 6.23 310,000,000,000 1,929,873,000,000 2015 4
5.79 6.32 310,000,000,000 1,959,382,000,000 2016 5
5.52 5.44 310,000,000,000 1,687,859,000,000 2017 6
5.26 5,01 310,000,000,000 1,510,088,000,000 2018 7
5.01 4.43 310,000,000,000 1,372,302,000,000 2019 8
4.77 4.17 310,000,000,000 1,292,856,000,000 2020 9
4.55 4.55 310,000,000,000 1,409,970,000,000 2021 10
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Variable Level (1,0) First Difference (I,1)

Prob Statistics Result Prob Statistics Result Prob
Y1 -4.833227 Stationary ** 0.0275 - - -
Y2 -0.587276 Non 0.4350 -3.342123 Stationary * 0.0486
Y3 -1.738866 Stationary *** YA - - -
X1 -3.608966 Stationary * ¥t - - -
X2 -0.223654 Non 0.5740 -2.073028 **%* Stationary 0.0435
X3 -3.325098 Stationary ** 0.0456 - - -

Intercept <l asll ) yais
«Trend & Intercept olad¥) 5 culill ! «.4‘ ik
None slai¥! s culill asll 5 5 ‘53\ 3 Kk
.EViews 12 cla jaa e alaie WU cualil) J\Asl (e s oaall

ARDL-Bounds Test 253l zgia JLid),)

Ayl Hla) (e daaly Ly o) jidiall JalSil) il fag 438 ¢ jpaiill 8 Aeadivsall ol yuaiall o sl s (e 2SED ey
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() Jsaadl (A e LS /) 4G giaa (5 sioe die G sl (e d yidia

Y1,Y2,Y3,X1,X2,X3 il dlalas Jaw Luwd 48,8 ARDL-Bounds 2 sl jlial-o jisall JalSill jlial 3 (9) Jgas

F-Bounds Test Mull Hypothesis: Mo levels relationship

Test Statistic Yalue Signif. ()] 1)
Asymptotic: n=1000

F-statistic 7272601 10% 272 37T

kK 3 H% 323 4.35

2 5% 3.69 4. 89

1% 4 29 5.61
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dy3 dx2
dy3 dx3

10.47098  10.73427* 0.006195% -0134565* -0.211836% -1.089622%
-1.539673  7.544584 0191603* 3.297049* 3219778 2341992

Model Lag LogL LR FFE AlC SC HQ
dyl1 dx1 2 9025695 6925528 0.009363* 0278373 020M102* -0.676685*
dyl dx2 2 6296394 6734905 0.020421* 1.058173* 0.930902* 0103115*
dyl dx3 2 15.75659  1551371%  0.001368* -1.644739% -1.722011* -2.5997497*
dy2 dx1 2 -3.629636 4261627 0.3483124% 3.894182% 38169711 29391247
dy2 dx2 2 27126832 8403119 0.056853* 2032000 2.004819* A1127033"
dy2 dx3 2 26915651  9.975315% 0.057197* 2.088128* 2.010857* 1.133071*
dy3 dx1 2 7861686 4149817 0.013057* 0.610947* 0.533676% -0.344111°

2

2

EViews 12 ilasia o alie YU daaldl slae) G 1 jbaall

Baall o Lpal AS )t ageud) gy ytiia g 48 gud) ageead) dagd g 4y yBal) agddl dad B 3 isall Jal gall Ayl LA
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ke 3NN G5l ANy (Y1,Y2) saaiaall 5 (X1,X2,X3,X4,X5,X6) Aiiasall Dl yriall (1 Aassns A8e i a3l G
5 (DX2,DX3) 5 (DX3,DX2) 5 (DY3,DX1) 5 (DX1,DY3) 5 (DY2,DX1) 5 (DX1,DY2) s(DY1,DX1)
F-) & il A (DY3,DY2) 5 (DY2,DY3) 5 (DY3,DY1) 5 (DY1,DY3) 5(DY2,DY1) 5(DY1,DY2)
ASTAIVY ATV OVONNTY ¥, 0100 (A, Ee0h OTY,VEYA) gl e Ll (Statistic
Y OYEY OV, TAA Y v ETATA (A9, 67VYY IY0,0T 6T (Y o4, AAAY 1YL, FTAY 46,7114 ¢V ov,0141
coyeYTE e e )8 ‘~,~\°\°) ‘g\j—m ‘_A“— (PI‘Ob) @hﬁ;\j\ Leiadd g (\OT‘,\~YY AAGYY S YAV YA
ot YAS G e YT e, e YY e e e Y0Y e, e XYY 0 Y20 ce e VY E G XY e e, e YA v e YOA e Y YY
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Pairwise Granger Causality Tests

Date: 06/05/25 Time: 22:35

Sample: 2012 2021

Lags: 2

MNull Hypothesis: obs F-Statistic FProb

D1 dose not Granger Cause X2 1621428 0.0195
DX 2 dose not Gramger Cause D1 90.4058 0.0109
D1 dose not Granger Cause DX3 126 0155 0.0164
DX 3 dose not Granger Cause DX 1151137 0.0139
D1 dose not Granger Cause Y1 1207901 0.0158
DY 1 dose not Granger Cause DX 1569173 0.0189
D1 dose not Granger Cause D2 107 5196 0.0130
D2 dose not Granger Cause DX QA 2119 0.0114
D1 dose not Granger Cause DY 3 120 3392 0.0145
D% 3 dose not Granger Cause DX 109 8882 0.0132
DX3 dose not Granger Cause X2 125.5646 0.0151
D>2 dose not Granger Cause DX3 99 A3T3 0.0120
DY 1 dose not Granger Cause DYy2 1046628 0.0126
D2 dose not Granger Cause D1 153.6808 0.0185
DY 1 dose not Granger Cause DY3 1103041 0.0133
DY 3 dose not Granger Cause D1 1807916 0.0218
D2 dose not Granger Cause DY3 180.2240 0.0217
DY 32 dose not Granger Cause DY2 1531022 0.0185

SN RN ENEN] ENE| PN T N R BN
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Model Heteroskedasticity Test: ARCH
V1 X1X2X3 Fstatistic 0445213 Prob.F(25) 05439
Obs*R-squared 1.209320 Prob. Chi-Square(2) 0.8243
F-statistic 3124544 Prob. F(25) 01317
Y2X1X2X3 Obs*R-squared 4444156 Prob. Chi-Square(2) 0.1084
F-statistic 1967351 Prob. F(2.5) 0.9910
Y3 X1X2X3 Obs*R-squared 1660412 Prob. Chi-Square(2) 0.4311
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Breusch-Godfrey Serial Carrelation LM Test:

Model . ) )
Mull hypothesis: Mo serial correlation at up to 2 lags
F-statistic 3137441 Prob. F(2,5) 0.1310
Y1 X1 X2 X3 Obs*R-squared 5565362 Prob. Chi-Square(2) 0.0619
F-statistic 0.170590 Prob. F(2,5) 0.8479
Y2 X1X2 X3 Obs*R-squared 0638772 Prob. Chi-Square(2) 0. 7266
F-statistic 3.008821 Prob. F(2,5) 01387
Y3 X1 X2 X3 Obs*R-squared 5461832 Prob. Chi-Square(2) 0.0652
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Model Skeweness Kurtosis Jarque-Bera Prob
Y1 X1X2X3 0.866016 2.399754 1.400097 0.496561
Y2 X1 X2 X3 0.341749 2.421682 0.334009 0.846196
Y3 X1 X2X3 0.911306 2.896575 1.388588 0.499427
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Model Lag LogL LR FPE AIC 5C HQ
Y1 1 -1443372 1696439 3.601599% 4108429 4128200" 3.974479°
Y2 0 -17.14446 MAF 5471504* 4536116% 4.546046% 4.469141°
YY 0 -12.94576 MA® 1.915305% 3.486439° 3.496370" 3.419464°
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Dependent Wanablae: %1

Method: ARDL

Date: 06/09/25 Time: 13:46

Sample (adjusted): 2013 2021

Included observations: 9 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akailke info criterion (AIC)
Dynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C @ TREND

“ariable Coefficient Std. Error t-Statistic Prob.™
Y1(-1) 0.818753 0. 416669 1. 964865 0. 1442
x1 T7.902128 1.780477 4. 438207 0.0213
X2 17.76510 3.054065 5.8168T70 0.0101
X3 17 26462 2 980799 5791943 00102
C 5.253750 1.693764 3101819 0.0532
@TREND 0.610030 0.142046 4 294594 0.0232
R-squared 0.991087 Mean dependent var 5941333
Adjusted R-squared 0976233 S D. dependent var 1.754812
S E. of regression 0.270534 Akaike info criterion 0. 457884
Sum squared resid 0.219566 Schwarz criterion 0.589368
Log likelihood 3.939520 Hannan-Quinn criter. 0. 174144
F-statistic 6671887 Durbin-Watson stat 2.564142

Prob{F-statistic) 0.002834

*Mote: p-values and any subsequent tests do not account for model
Selection
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Dependent VYarable: Y2

Method: ARDL

Date: 06/09/25 Time: 1515

Sample (adjusted): 2013 2021

Included observations: 9 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criternon (AIC)
Dwynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C @TREND

Variable Coefficient Std. Error t-Statistic Prob_*
Y1(-1) 0.639692 0.382919 1.670570 0.1557
*x1 2.142827 0.933900 5.152277 1.0000
X2 12.60840 4 TET7425 2 650257 0.0454
X3 12.02731 4 135173 2 908539 0.0335
C 4 230882 1. 125009 3.760751 0.0375
@ TREND 0.360021 0.170856 2. 107161 0.0401
R-squared 0890402 Mean dependent var 85.320222
Adjusted R-squared 0.824644 S.D. dependent var 2134406
S.E. of regression 0.893795 Akaike info criterion 2.914422
Sum squared resid 3.994349 Schwarz criterion 3.002077
Log likelihood 9. 114899 Hannan-Quinn criter. 2. T25262
F-statistic 16.61680 Durbin-Watson stat 2.392670

Prob(F-statistic) 0000000
*MNote: p-values and any subsequent tests do not account for model
Selection
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Dependent Variable: Y3
Method: ARDL
Date: 06/09/25 Time: 13:46
Sample (adjusted): 2013 2021
Included observations: 9 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)

Dynamic regressors (o lag. Automatic): X1 X2 X3
Fixed regressors: C @ TREND

“ariable Coefficient Std. Error t-Statistic Prob.*
¥1(-1) 0762716 0.068150 1119177 0.0015
> 0135167 0046372 2914836 0.0042
X2 4663520 0.712794 5.542503 0.0073
X3 4.380030 0.511489 8.563293 0.0033
C 0. 161759 0.344624 0 469377 0.6708
CTREND 0.028230 0.021371 1.320904 0.2783
R-squared 0999244 Mean dependent var 1.031556
Adjusted R-squared 0.997984 S D. dependent var 1.290578
S E. of regression 0.057940 Akaike info criterion 2624085
Sum squared resid 0.010071 Schwarz criterion 2.492602
Log likelihood 17.80838 Hannan-Quinn criter. 2907825
F-statistic T93.2285 Durbin-VWatson stat 2581137

Prob{F-statistic) 0.000071

*"MNote: p-values and any subsequent tests do not account for model
Selection
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