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The Impact of Capital Structure on the Financial Performance of Iraqgi Joint-
An Applied Study on Companies Listed on the Iraq Stock Stock Companies
Exchange for the Period (2019-2023)

Hajir Abdulhussain Abbas® , Ali Saad Alwan 2

Abstract

This study examines the impact of capital structure on the financial performance of
Iragi joint-stock companies listed on the Iraq Stock Exchange (ISX) over the period
2019-2023. Using balanced panel data for a sample of 30 industrial and banking
firms, the research employs Fixed Effects Models (FEM) selected through the
Hausman specification test. The debt-to-equity ratio (DER) serves as the primary
independent variable, while ROA, ROE, and NPM represent performance measures.
Size and liquidity are included as control variables. Results reveal a statistically
significant negative effect of leverage on ROA and NPM, and a positive effect on
ROE attributable to the short-run financial leverage effect. The study concludes that
Iragi firms should adopt balanced financing strategies consistent with the Pecking
Order Theory.

Keywords: Capital Structure, Financial Performance, Financial Leverage, Trade-off
Theory, Iraq Stock Exchange
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ROE — FEM vs REM 14.71 3 0.0021
NPM — FEM vs REM 21.08 3 0.0001
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roaiaiil) Ala e 8 R el il cplall < gl
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Gl sl dum p miy e Hausman Jlid) g e
) yaiall g Al Ll e Bls Y el e al
za 0 e %1 (s st e AN Zilaill aaea (A (A jpudl)
3l Y1 diia gy (FEM) Al il 53l #2350 alasial

Zisal Gamby A LAY 1 SR Folad) aeo LS Gl
(p<0.001) @Y e & FEM glbal Pooled OLS

(2023—Kraay (2019-Driscoll geasai g A5l < iy jlasiy) g il guildi :(4) g

t-stat Prob.
DER -0.1423 -4.472 | 0.000*** | 0.0867 2.104** | -0.2051 | 0.000***
SIZE 0.0412 2.091 0.038** 0.0634 2.232** 0.0788 0.012**
LIQ 0.1189 2.811 0.006*** | 0.0943 2.424** 0.1562 | 0.001***
Constant 0.0218 1.143 0.254 0.0342 1.287 0.0391 0.198
R2-within 0.4821 — — 0.3914 — 0.5103 —
F-statistic 43.21%** — — 31.47*** — 48.63*** —
N / Groups 150/ 30 — — 150/ 30 — 150/ 30 —

Gl slae) : jaadll | Years=5 «Groups=30 (N=150 | %5 i die (5 sina ** 05 (5 fla dic (5 sina *¥%*

A Al el LR el

(Robustness Checks) 4iliall < i) 3.5

dalid o u}ﬁgﬁu)m;\ BJLG!_} ij‘ a.:\gjij "593.\“" 3

delaalyl

Qi) 5 gandidal) < Ll padla 3(5) Jeas

Allaiay) dadl)

Wooldridge (Serial Corr.) ROA F=9.341 0.0031 el Lol )l 3 5a
Modified Wald (Heterosked.) ROA v=47.12 0.0000 Ol (ilas e
Driscoll-Kraay SE il maen — — i Akl sl
VIF (Multicollinearity) el aaen Max=1.87 — SUPRENY
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Al il ) QIS5 Sl 3 503 Ja 5k 1500 e 5 )
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aH il gy el B
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Gl dia gy cailBling Slanl) Jiladll 5 ¢ a4
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e e 5 (ROA) &dlall dealuall Sl
Gl dSlall Gl of &350 L (NPM) L
Bl 8 (pall Ay peall @il sla AS N el
Lok Cluaile ae aay boosay Al el (§5ull
cstiall Cpall A CulS AN 5 glaii (s Al

e el e W a8 Bl ey Y o) 2
Wil s S oasa b (ROE) 4Sld) G5sia
Al i€l 8 Ads Gead e dge Yl
a8 ASll §8a Bacl (nddi cpall Sy (pad
Adlad) #U Y Gl i )5 s 4l 3 ) seas ROE

) Chsiue ) Gadll e 480 ) QLA i 3
4 oas Ly 4 jie (DER = 1.082 laus sic) iy
Slo S s Taldie) (e Le gy diallall culy ylail)
Glais) Aad Ab o Jilay Gl (4 A padl Jysall
(DsSaa (S5

10 e (ptane AN aaa g BAKH A ) (RES 4
Bl A gl <l 5 Sl S LA o (A ud Laa o Ll
g gyl o Jsmanl) B lof 4l § 08 xias
i glal iia s 4 e

3 el ey oSl Ollsall Gkl &l S
bl Y1 NSl g e pel) Judull 2yl

G Al e s b)) 3 gy Al sl e
et (G Com il Law ol 3 culgll a3 o s
Mmd ailes Slas) JVaiul e Jsaasll Kraay-Driscoll
2020 dlal pans siie Jid ilaa) JLaal (goal s e
Salae aidll 1380 selily 19-8 8 daila i e 5 ylagul
Leiss (NPM s ROA zilai (b %5 (5 siuse 2ie L sina s Lol
Ailie 25} Les L sinas Lealadl le DER Clelao caliils

gt gl

LgadBlia g jlaadY) @ilid Jila 3.6

ROA) ) Jsa¥! e 3l e (DER) Jwall gl il 1Y
Lilaa) (g sinas b il 25n s o) ciidl 1 H daa jdl) -
p < 4.472-t= 0.1423- = 1) ROA e Jul gl
(ad Baal g sas i DER gl of m e 585 ¢(0.01
Basie AL (14.23) Dltie dpad) (o el (8 aal 5 )
12 s oms q H A dll Gl diy sl el 485 GG e
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gl e b Al @l e ol dd ilall m )l Gali)
78] s yall (al O 2880 yall 208 511 5 ANS M1 il

Al Gsia e alal Jle (DER) Sl gdll i Lol
Usinas Llal 13 ROE z35a8 jelal 1,H 3a jill -ROE) )
Le 585 ¢(p < 0.05 <t = 2.104 <0.0867 = 1) Sl @il
b)) Jgriey Aagll oda Ly Aalay) 5 LG HH Axe Ji
ROA =) dsa¥l o aladl ey Lallda 1 SedS) 4
Ul Dbl Caeliay cpall aladiul i (all A8lS5 (94,3
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NPM) ) z ) Gl iba e (DER) (Ml gd ) il (Ll
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les «(p < 0.01 3.791-t = <0.2051- = ;) NPM =
Dl Leas LSV ) alls GH Ll Jsd X5
Laa (el S clal gy Gials (medd cpall o ) ROA=
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