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The Impact of Financial Risks and Assets Efficiency on Profits
Persistence at Jordanian Industrial Companies
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Abstract

This study aims at investigating the impact of financial risks and assets
efficiency on profits persistence, as well as, to examine whether there is a
difference in the profits persistence amongst industrial companies. To
achieve the study objectives, the analytical descriptive approach is
employed and the study hypotheses are tested using the simple linear
regression method. The study population consists of (54) Jordanian public
shareholding companies listed on Amman Stock Exchange in the Industrial
sector during the period from (2007-2016). (41) of these companies are
selected as a study sample using the purposive survey approach.

The study findings show that there is no a statistically significant impact of
financial risks, measured by the liquidity ratio, on profits persistence in
industrial companies; there is no a statistically significant impact of
financial risks, measured by the debt ratio, on profits persistence in
industrial companies; and there is no a statistically significant impact of
financial risks, measured by the assets turnover, on profits persistence in
industrial companies. Moreover, the study finds there is a statistically
significant difference at the level (0>0.05) in the profits persistence
amongst industrial companies.

The study has come up with many recommendations; the most important of
which include the necessity of competent bodies to raise awareness
amongst the management in companies on the importance of profits
persistence over the short and long terms; in addition to obliging companies
to disclose their profits persistence level in the governance reports in order
to help investors and other decision makers determine the companies’
ability to maintain their current profits and the quality of their revenues.

Keywords: Financial Risks, Assets Efficiency, Profits Persistence.
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Descriptives

(2) o G@als
sy Jilatl) it

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Profits Persistence 41 .003 .925 44993 .256412
Liquidity risk 41 141 8.859 2.65463 1.842107
Debt risk 41 .873 93.426 34.04886 19.180457
Asset turnover risk 41 .008 1.942 .61586 .389396
Valid N (listwise) 41
Explore
Tests of Normality
Kolmogorov-Smirnov® Shapiro-Wilk
Statistic df Sig. Statistic df Sig.
Profits Persistence 131 41 .063 .960 41 135
Liquidity risk .230 41 .052 .851 41 .000
Debt risk .129 41 .068 .948 41 .050
Asset turnover risk .132 41 .059 911 41 .003
a. Lilliefors Significance Correction
Correlations
Correlations
Profits Asset turnover
Persistence Liguidity risk | Debt risk risk
Profits Persistence  Pearson Correlation 1 .168 -.038 .143
Sig. (2-tailed) 283 811 .359
N 43 43 43 43
Liquidity risk Pearson Correlation 168 1 -.656" .007
Sig. (2-tailed) .283 .000 .965
N 43 43 43 43
Debt risk Pearson Correlation -.038 -.656 " 1 -.025
Sig. (2-tailed) 811 .000 874
N 43 43 43 43
Asset turnover risk  Pearson Correlation .143 .007 -.025 1
Sig. (2-tailed) .359 .965 .874
N 43 43 43 43

**_Correlation is significant at the 0.01 level (2-tailed).
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 Liguidity risk® Enter
a. Dependent Variable: Profits Persistence
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .136° .018 -.007 .255319
a. Predictors: (Constant), Liquidity risk
ANOVA?

Model Sum of Squares df Mean Square Sig.
1 Regression .048 1 .048 734 397"

Residual 2.542 39 .065

Total 2.590 40
a. Dependent Variable: Profits Persistence
b. Predictors: (Constant), Liquidity risk

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) .397 .070 5.671 .000

Liguidity risk .019 .022 .136 .857 .397

a. Dependent Variable: Profits Persistence
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 Debt risk” Enter
a. Dependent Variable: Profits Persistence
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .019° .000 -.025 257664
a. Predictors: (Constant), Debt risk
ANOVA?

Model Sum of Squares df Mean Square Sig.
1 Regression .001 1 .001 014 905"

Residual 2.589 39 .066

Total 2.590 40
a. Dependent Variable: Profits Persistence
b. Predictors: (Constant), Debt risk

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) .455 .081 5.607 .000

Debt risk .000 .002 -.019 -.120 .905

a. Dependent Variable: Profits Persistence
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 Asset turnover
ikt Enter
a. Dependent Variable: Profits Persistence
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .170° .029 .004 .253968
a. Predictors: (Constant), Asset turnover risk
ANOVA?

Model Sum of Squares df Mean Square F Sig.
1 Regression .075 1 .075 1.158 288"

Residual 2.515 39 .064

Total 2.590 40
a. Dependent Variable: Profits Persistence
b. Predictors: (Constant), Asset turnover risk

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 374 .078 4.784 .000

Asset turnover risk 113 .105 .170 1.076 .288

a. Dependent Variable: Profits Persistence
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T-Test
One-Sample Statistics

N Mean Std. Deviation | Std. Error Mean

Profits Persistence 41 44649 .254469 .039741
One-Sample Test
Test Value = 0.003
95% Confidence Interval of
Mean the Difference
t df Sig. (2-tailed) | Difference Lower Upper
Profits
11.159 40 .000 443488 .36317 .52381

Persistence




