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Abstract

The Impact of the Operating Leverage and Financial Leverage on Earnings per
Share. An Empirical Study on Jordanian Corporations Listed on Amman Stock
Exchange
Prepared by
Mohammad Talal Naser Deen

Supervised by Prof Mohammad Matar

The study aimed at evaluating the impact of each of the operating and financial leverage on
earnings per share, specifically for the Jordanian corporation listed on Amman stock
exchange. To achieve the goals of this study, the researcher relied on variables of
analyzing the published financial reports of those companies. The study covered the period
from 2005 to 2009.

The Researcher collected the variables of this study (operating leverage, financial
leverage, earnings per share) from the actual data. The sample has consisted of the three
economic sectors and contained (5) banks, (27) industrial companies, and (18) service
companies.

The researcher used several descriptive statistical methods such as mean, and percentage
for comparison. They used regression, correlation and analysis of covariance (ANCOVA)
to test the study hypotheses.

After analyzing the statistical data and testing hypotheses, the study revealed a number of

results including:



1- There is no statistically significant impact of each of the operating and financial
leverage on earnings per share of banks.
2 There is no statistically significant impact of each of the operating and financial leverage
on earnings per share of industrial companies.
3- There is no statistically significant impact of each the operating and financial leverage
on earnings per share of service companies.
4- There are no statistically significant differences impacting of the operating leverage on
earnings per share in Jordanian corporations working in banks, industrial and service
sectors.
5- There are no statistically significant differences impacting of the financial leverage on
earnings per share in Jordanian corporations working in banks, industrial and service
sectors.

The study also recommended companies to:
1- Balance between the cost of obtaining loans and return on assets financed by loans.
2- Training of personnel in the departments of the companies who have entrusted them to
make investment and financing decisions to manage the assets and liabilities.
3- Encourage the Jordanian companies to rationalize spending in fixed assets, and to achieve
a balanced cost structure, according to the area of activities which it operates.

4- Attaching an additional list of income statement prepared in accordance to the theory of
variable cost with the income statement prepared in accordance with the theory of

observation costs.
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(il cleUad b Alalall An ) dalall daalusall CulS Al 4Ll Zadl I Adlan) AN 53 i aany ¥ -5
.(0.05) AN (s siase die Lgad salall pguad) Fpmy ) e cilaadl) 5 cdeliall

IS il palall agaall Gomyy o Dbl dadl ) ) a geady Ailas) AN I3 35 8 a0 Y —6
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2005 ple (b S al ol i) o8

& g OL FL EPS

e g ) i) 0.339 0.888 0.285

O oy 0.528 0.876 0.718

SV ol i) 0.349 0.948 0.327

ol il 0.445 0.889 1.137

e 5l ol 0.678 0.866 0.700

dcliall OL FL EPS

3 ki) cleliall slasy) 0.157 0.269 0.380
FIPON sy FRERN] 0.445 0.408 0.128

da) cleliall 4 ) 0.235 0.304 0.464
Slenadl JLay 0.167 0.305 0.190

FRPVIB RN 0.159 0.265 0.245

At Gl 5 aladl ¢ skl 0.093 0.409 0.050
i) L) 0.327 0.378 0.517

soalal Al delial 50 0.140 0.332 0.050
4 sl 5 A0 5l clelicall Jav N1 (55 0.320 0.287 -0.027
Al & g 30 Aaal) Al 0.084 0.079 0.043
Ayl 451 5 Cilana) delial dy sl 0.159 0.312 0.134
ianal el delial Gy el 0.058 0.210 0.246

A ) delacall o)l sl 0.090 0.173 0.018

il <UD 5 J I delical duala ) 0.063 0.375 0.133
SN s 0.046 0.415 0.189
Sleinad) g daaiill of sall s 0.325 0.160 0.386
dpuaigl cleliall gl oe o) 0.218 0.713 -0.193
Baseiall o jLiall dlalial) 0.099 0.405 0.124
Raigl claicall T 1 3,80 pana 0.130 0.714 0.551
&l zlay Al olas 0.086 0.235 0.503

L V) ¢ 5aY) wilias 0.166 0.077 1.070
ERERNERI s 0.156 0.219 1.110

75




i sl anlia 0.138 0.561 0.138
ol sall Bysadiy aeail A ) 0.059 0.480 0.006
38 53 cleliall 44 5al) 0.212 0.247 0.045
dael 0 el dld 0.911 0.200 -0.061
05805 G550 ailas 0.247 0.314 0.148
Gilaadl) OL FL EPS
Faalid) Ll Lyl A 1 0.769 0.548 0.167
b Jil L ds ) 0.282 0.211 0.273
DLy aulall o ) 0.272 0.417 0.189
sl 0.164 0.292 0.001
aaill £l 530 0.199 0.231 0.011
ol A0 gall Ay jal 0.205 0.130 0.281
a3 V1 sl jeS) 0.103 0.722 0.210
cilarall 5 Jall 3aa gal 0.681 0.370 0.042
a0 daalid) ) 0.258 0.069 0.517
A, U slicas 0.043 0.843 0.211
Jaida o) Ay jad) Jagladl) 0.105 0.278 0.722
Lo V5 el 3 e 0.099 0.135 0.840
o obiall A laY) 0.221 0.296 -0.090
55 el 0.711 0.339 0.037
Aasl) ) de gama 0.752 0.037 0.516
Jdall cileadll DU 0.249 0.187 0.070
dalad) a jliall Cilaaal) 0.854 0.288 -0.020
L 5 Ll 493 ,Y) Ay ad 0.365 0.550 0.039
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2006 lo b cls Al &) patal) o

il oL FL EPS

o syl el 0.310 0.873 0.187

Oy ey 0.449 0.796 0.369

SO Y il 0.359 0.921 0.241

o) el 0.388 0.832 0.740

e 5alill ey 0.525 0.883 0.285

ielial) oL FL EPS

5 skiall cleliall dady) 0.179 0.308 0.461
PO AN 0.435 0.369 0.107
Laidd cleliall 43 0.217 0.257 0.547
Dl JLaY) 0.177 0.476 0.012

s o) 0.185 0.537 0.083

el lay sl Salad) okl 0.095 0.435 0.190
Ll Qi 0.308 0.331 0.470
salad Al delial 530 0.135 0.352 0.017
AsbesSl 5 Al 53 Cleliall Jan 531 G40 0.321 0.363 0.094
Aall sy 3 Bpaal) dpallal) 0.081 0.076 0.035
ol 453 5 Syl delival 4 ) 0.144 0.279 0.108
gl pad pall delial G sal 0.091 0.090 0.075
¥ deliall 3 sl 0.197 0.231 0.019
AtLeSl DL 5 B S Aclial 4k 0.053 0.308 0.157
G s 0.046 0.123 0.160

DAY 5 dgatll o) 52l 0.270 0.170 0.364
gl clelivall oMl o) 0.193 0.610 0.010
saamial) o Liall ALdlSa) 0.080 0.448 0.003
Atigh cilaieall Jav Y1 (3580 pana 0.150 0.400 0.107
i sy A wlas 0.098 0.391 0.477
V) )Y wilas 0.166 0.052 0.462

) el ilas 0.174 0.299 0.913
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i sl aalia 0.113 0.517 0.214

a5l sty Jngail 4a,Y) 0.096 0.597 0.140
8 3A) cileliall 40500 0.224 0.271 0.001
el 3l al el 4ol 0.863 0.281 0.653
055 ()5l e 0.267 0.418 0.086
ko] oL FL EPS

Lalond) oLl g shail A0 Y 0.202 0.440 0.106
bl Jal g HLéndl A ) 0.330 0.141 0.698
Sl 5 adaill ¢ )] 0.212 0.572 0.105
By 0.147 0.357 0.251

palill 2165 30 0.210 0.233 0.120

GGl A 53l Ay el 0.210 0.142 0.138
L) el 0.090 0.712 0.257
Gileaal) 5 Jaall saa gl 0.367 0.395 0.1-42

Aia V) daled) cillan) 0.259 0.134 0.(540
0,0 s slias 0.034 0.883 0.144
dgh ) 4 jad bhall 0.129 0.463 0.2-34
¥ s al 3! 0.111 0.199 1.050
abiall LY 0.225 0.446 0.080
DL 5 3 laal la 0.769 0.506 0.158
Jadll ol de gana 0.113 0.110 0,9;13
il clendll DY 0.244 0.177 0.071
Lalad) o jliiall Clean) 0.794 0.093 0.(509
i) 5 sl 43,31 A s 0.280 0.814 0.116

78




2007 pls b S A0 ¢ el o8

s oL FL EPS

RIPE SR JEr 0.305 0.815 0.068

Oy ey 0.421 0.823 0.431

SO Y il 0.368 0.916 0.354

o) el 0.338 0.833 0.940

e 5l iy 0.540 0.890 0.279

ieliall oL FL EPS
5kl cleliall sad) 0.198 0.435 0.457
A5 iy A ) 0.429 0.358 0.082

id) cleliall daa ) 0.113 0.311 0.481
Dl JLaY) 0.162 0.469 0.259

s o) 0.160 0.223 0.058

el Syl salad) okl 0.090 0.515 0.250
el Gulssd 0.200 0.284 1.803

soalal) Al delial g3 0.151 0.466 0.124
Aslesl 5 Al 53 Cleliall Jan 531 G40 0.393 0.442 0.026
Anall sy 3 Bpaal) Al 0.054 0.194 0.112
ol 453 5 Syl delival 4 ) 0.140 0.315 0.135
) ol sall delival 2y ) 0.087 0.184 0.126
) Leliall 3 ) 5al 0.201 0.224 0.004
A< B 5 B 5S) delial Ak 0.053 0.283 0.156
LR 0.038 0.196 0.238

DLl 5 dpatll o5l 0.283 0.184 0.173
danigl) clelivall ol e o 0.168 0.656 0.027
saxdiall g Ll ALl 0.082 0.533 0.168
ig) cilaiaall a1 5,8 pana 0.153 0.441 0.098
i Y A wlas 0.114 0.398 0.305
¥ )Y wilas 0.156 0.014 0.427
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52, i) ailas 0.191 0.355 0.797
Clin sl aalia 0.104 0.392 0.615

a5l gty Jngail 4aa Y 0.087 0.765 0.217
28580 cleluall 44530 0.147 0.245 0.009
el @l Al 0.819 0.331 0.006
0585 Gl plae 0.262 0.469 0.058
bl OL FL EPS

Ll g jliall g shatd 33 3Y) 0.174 0.445 0.205
bl Jil 5 L dsa ) 0.270 0.155 0.062
DLl 5 adail 6 Y] 0.220 0.476 0.240
il 0.156 0.360 0.325

palerll 6, 30 0.215 0.316 0.160

Galdll 2l gal) Ay e 0.185 0.115 0.141
30 el e 0.084 0.735 0.168
Gileadll  Jaill sas gall 0.343 0.556 0.3:73

A ) bl il 0.258 0.096 0.158
3,30 Js il slian 0.025 0.886 0.137
Al sl 4 sal) dasladl 0.142 0.338 0.263
EEIRN RSN P 0.127 0.162 0.830
okiall aY) 0.191 0.233 0.050
DL 5 3 kaal la 0.785 0.431 0.106
Ll bl de sena 0.273 0.080 0.011
ddal) cileasll U 0.256 0.195 0.018
abid) gliall el 0.763 0.069 0.009
L) 5 Al 253 ,Y) Gy e 0.204 0.852 0.191
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2008 ple (b cils a0 o patal) o

4 adl OL FL EPS
o) (g lainy il 0.339 0.822 0.116

Oy ey 0.468 0.832 0.381

S0 Y il 0.421 0.913 0.433

oAl i) 0.376 0.843 0.674

Oles 38180 iy 0.565 0.896 0.254

lelial OL FL EPS

5 ) shial) cileliall slasdy) 0.234 0.505 0.406

A Y aga ) 0.573 0.416 0.058

Laa)) cleluall 0 ) 0.209 0.218 0.348
il JLay) 0.170 0.551 0.372

o N ol 0.136 0.165 0.118

Alal) Gl el s salall o ol 0.032 0.288 0.040
L all L sl 0.152 0.264 3.737

s oalal) ) delial g3 0.126 0.531 0_1'53

4 gl Al gal) e liall o N1 (3 50 0.441 0.518 0_615
gl gy 50 Liaal) dallal 0.040 0.146 0.148
Ll Ao 5 Cland) delical dy el 0.171 0.269 0.165
Linnadl el Aelial Gy jal 0.077 0.194 0.231
s ) Gl ), 0.242 0.384 0.600

L 56 DL 5 39 S e lial 4k ) 0.043 0.361 0.1'80
SN 0.057 0.445 0_2'85

Sl 5 dganll o) sl s 0.283 0.248 0.186
ipaig) cleliall (e o 0.102 0.748 0.016
saamial o Liall ALlSial 0.092 0.625 0.026
Lpudig) Claiall Tas Y1 (3 il cene 0.113 0.512 0.055
) sy sl lias 0.132 0.470 0.243

L Y ¢ wilias 0.192 0.016 0.268
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21 ciandl) glias 0.137 0.328 0.815
lin i) aalie 0.073 0.243 3.182

on sl Bygadiy Saeadl A NI 0.100 0.887 o.éo1
1380 e lall 4450 0.173 0.194 0.065
el 53 e i b 0.838 0.406 0_685
0505 35l alas 0.295 0.492 0.001
calaadll OL FL EPS

Al o Lial sl i 1 0.217 0.488 0.179
bl Jail g HLéndl A ) 0.241 0.263 0.051
D) 5 adaill ¢ 50y 0.166 0.376 0.190
i 0.158 0.381 0.094

aaleil 613, 31 0.606 0.255 0.244

ol 10 5 Ay jal 0.155 0.145 0.128
) el e 0.081 0.777 0.184
cilaaall 5 Jal 3as sal 0.396 0.577 0_(329
Lo,V dalid) el 0.266 0.160 0.144
Lo, s il slias 0.027 0.875 0.241
b gl Ay jad) L ylaal) 0.112 0.383 0.239

L Y15 all 3 ) 0.115 0.154 1.130

o biall 401 0.197 0.412 0.020
Sl g s laall lay 0.814 0.526 0.049
Laldll Sl de gane 0.267 0.118 0.012
Llall Lol DU 0.262 0.232 0.046
o) Ll ilaasl 0.780 0.368 0.034
AL Al a1 a e 0.160 0.975 0_6'19
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2009 alo b cls il & pital) ad

s oL FL EPS

o syl el 0.340 0.843 0.105

Oy ey 0.350 0.841 0.238

SO Y il 0.368 0.919 0.279

o) el 0.422 0.835 0.486

e 5alill ey 0.546 0.899 0.290

FSTIR| oL FL EPS

5 shiiall cleliall alasy) 0.145 0.376 0.272
A5 gy A, 0.435 0.362 0.149

id) cleliall daa ) 0.231 0.197 0.044
Dl JLaY) 0.179 0.535 0.495

s o) 0.135 0.153 0.084
el la sl Salad) okl 0.042 0.387 -0.010
el Gulisd 0.227 0.192 1.581
solad Al delial 530 0.151 0.541 -0.050
Aslesl 5 Al 53 Cleliall Jan 531 G40 0.482 0.499 0.016
Al gl sl Apallad 0.043 0.278 0.134
ol 45391 5yl delival 4 ) 0.146 0.279 0.152
) ol sall delival 2y ) 0.111 0.144 0.157
Y deliall 3 ) 5al 0.270 0.176 0.052
AL B 5 B 5S) delial Ak 0.065 0.319 0.068
LN 0.088 0.421 0.175

DAY 5 dgatll o) 52l 0.313 0.390 0.304
Lutigl clelivall il ¢de o) 0.151 0.744 -0.201
saxdiall gy Ll ALl 0.184 0.605 0.047
Atigh cilaieall Jav Y1 (580 pana 0.133 0.573 -0.225
i Y A wlas 0.104 0.387 0.078
¥ )Y wilas 0.187 0.022 0.288
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) el ilas 0.185 0.337 0.756
Clin sl palia 0.094 0.177 1.238
a5l gty gl 4aa YY) 0.132 0.938 -0.343
28580 cleluall 44530 0.241 0.203 0.078
el Ll aild 0.894 0.481 0.105
BESNPRIY v 0.302 0.484 0.094
ilasdll OL FL EPS
aladl q il sl A ) 0.151 0.484 0.021
bl Jil 5l dsa ) 0.141 0.216 0.010
BRI PP P 0.148 0.344 0.261
g 0.179 0.427 0.050
palaill £330 0.617 0.222 0.202
Gaall Al gal) dy yad 0.183 0.148 0.116
Y1 el e 0.086 0.802 0.061
ilasal) 5 Jaill 3as sal 0.319 0.597 0.144-
Y Lalaad) el 0.195 0.156 0.117
A, sl slias 0.029 0.870 0.339
ik sl 4 5l T gladd) 0.097 0.400 0.244
CEE RSN P 0.124 0.156 1.870
kel 3day) 0.231 0.096 -0.003
Dby 5 laal lay 0.748 0.369 0.063
Ll ¢l de gena 0.284 0.120 0.026
ddal) cileasll U 0.265 0.198 0.024
bl o Liall Claeal 0.760 0.351 -0.006
i) 5 sl 43,1 A s 0.116 0.955 0.254

84




2) Gaalal

o) Ll Alaal) Julad) cla Aa

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1|.125% .016 -.313 .271269
a. Predictors: (Constant), OL
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|.279 .625 447 .685
OL|.316 1.453 125 .217 .842
a. Dependent Variable: EPS
Model Summary
Adjusted R Std. Error of the
R R Square Square Estimate
1|.268° .072 -.237 .263369
a. Predictors: (Constant), FL
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|1.909 3.104 .615 .582
FL|-1.725 3.576 -.268 -.482 .662

a. Dependent Variable: EPS
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delial) cls i) Al Alaal) Juladl) cla b

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1].064% .004 -.036 401962
a. Predictors: (Constant), OLINDUS
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|.268 122 2.201 .037
OLINDUS|-.153 ATT -.064 -.320 .752
a. Dependent Variable: EPSINDUS
Model Summary
Std. Error of the
Model R R Square Adjusted R Square Estimate
1|.298° .089 .052 .384523
a. Predictors: (Constant), FLINDUS
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|.513 191 2.681 .013
FLINDUS|-.771 495 -.298 -1.559 132

a. Dependent Variable: EPSINDUS
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claddl) cilS pd Al Sl Judadl cils A

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1/.339° 115 .059 .263804

a. Predictors: (Constant), OLSER

Coefficients®

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|.272 .108 2.523 .023
OLSER|-.448 312 -.339 -1.439 .169
a. Dependent Variable: EPSSER
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1].219° .048 -.011 .273535
a. Predictors: (Constant), FLSER
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant)|.238 122 1.955 .068
FLSER|-.249 277 -.219 -.899 .382

a. Dependent Variable: EPSSER
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Type Ill Sum of Partial Eta
Source Squares df Mean Square F Sig. Squared
Corrected Model].459% 5 .092 .751 .590 .079
Intercept].121 1 121 .989 .326 .022
SECTOR]8.126E-5 2 4.063E-5 .000 1.000 .000
OL}.003 1 .003 .021 .885 .000
SECTOR * OL|.044 2 .022 .181 .835 .008
Error]5.374 44 122
Total]8.296 50
Corrected Total]5.832 49
dad ) A 4l laal) Jdath cila i
Type lll Sum of Partial Eta
Source Squares df Mean Square F Sig. Squared
Corrected Model].731% 5 .146 1.260 .298 125
Intercept].051 1 .051 438 512 .010
SECTOR]J.186 2 .093 .804 .454 .035
SECTOR * FL|.436 3 .145 1.254 .302 .079
Error]5.102 44 116
Total}8.296 50
Corrected Total]5.832 49
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