Tishreen University Journal for Research and Scientific Studies -Economic and Legal Sciences Series Vol. (45) No. (6) 2023

The Moderating Role of Free Cash Flow in the Relationship between
Financial Leverage and Financial Performance

An applied study on the traditional private banks listed on the )

(Damascus Stock Exchange

Dr. Ghazwan Ali *
Ibrahim Salim ™

(Received 9/9/2023. Accepted 13/11/2023)

o ABSTRACT O

This research aimed to test the effect of financial leverage on the financial performance of
private commercial banks in Syria during the period 2010-2020, in addition to testing the
modulating role of free cash flows on the relationship between financial leverage and
financial performance. Financial performance was measured using (return on total assets),
financial leverage was measured using (total debt to total assets), while free cash flows
were measured using the equation (net operating profit after taxes - change in fixed assets
+ change in working capital)/total assets.

To achieve the objective of the research, two models were relied on based on quartile data
of Panel Data, and the parameters of the models were estimated using the Pooled
regression model, after conducting differentiation tests (F test, Hausman test). The results
showed that there is no effect of financial leverage on financial performance as measured
by (rate of return on assets), and the results also showed the absence of a modulating role
for free cash flows in the relationship between financial leverage and financial

performance.
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(randl) Jlasiy) zigal il il :(5) Jgaad

Dependent Variable: ROA
Method: Panel Least Squares
Date: 04/19/23 Time: 01:12

Sample: 2010Q1 2020Q4

Periods included: 44
Cross-sections included: 11
Total panel (balanced) observations: 484

Variable Coefficient Std. Error  t-Statistic Prob.
FL -0.098256 0.108369 -0.906679  0.3650
C 0.113600 0.093388 1.216432 0.2244
Root MSE 0.964640 R-squared 0.001703

Mean dependent var  0.038884 Adjusted R-squared  -0.000369
S.D. dependent var  0.966462 S.E. of regression 0.966640
Akaike info criterion 2.774142 Sum squared resid 450.3771

Schwarz criterion  2.791423 Log likelihood -669.3423
Hannan-Quinn criter. 2.780932 F-statistic 0.822068
Durbin-Watson stat  1.959247 Prob(F-statistic) 0.365029

EViews12 clada Ao alaicYl Eald) dae) ¢ i jaall

G (%5 AN (g5 ie Al 5Laky gyiea yue FL AW Aadlll Jalea &1 ) (5) Jsandl il s
Sl 11 3 L) Al 3 sgms are () ey Laa %5 (re ST Jalaal) &igina LY Prob s
vie Aflaal AN 53 i dgay aney AN dyarall L i) Ji cafle 31y .(ROA) Jsad) e ilally Nies
Ay paal) Aplil) Aslall Cijladl 8 (Jsea) o ailall) o Dliae Il 1Y) 8 ALl dadll %5 AN (gsise

) s Al el G Giald) 550 ales ((2021) G aTs 83 smme Ay il Adllie dagmil) e Ciela
Slo il @l jhlas ssag aae e ol dlgel aladind 8 dalal) 4 sl 4yl Cojlad) Ldlae
Jasai 3 Ll Jlsal alasin) 8 Al die Cojliaall J8 (o Aagial) Jadatl) Al e oy 3ag ¢ )l Mas)
obladl e ol Al sally dla il gblee

1 PG 7 dgail) uaf il 2/4/2

Dhaad¥ls Al V) adsal G Alalidll Fotest HLos) Sak S Alud) z 3Ll G Alalaal) dal ore
WA & (6) Jsaal) s ¢ oxenl

E 3l G Lalial) il (6) Jgaadl

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 0.984524 (10,470) 0.4559
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Cross-section Chi-square 10.033771 10 0.4375
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zasall) Aalra a8 S dgles (%5 e ST F test JlaaY allaa¥) i@l G ¢(6) Jsaall zls xuass
3 Gailaal) Ll il e G Le My ¢ mpeatll laad¥) z3sas aladinly (Al A dly galall) ol
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poraentll lasiV) z3sa 3s Al Asbeal) 5 30 (7) Jsandl peaasy

aail) aai¥) zigad i il 1(7) Jgaad)

Dependent Variable: ROA
Method: Panel Least Squares
Date: 04/20/23 Time: 11:54
Sample: 2010Q1 2020Q4
Periods included: 44
Cross-sections included: 11
Total panel (balanced) observations: 484

Variable Coefficient Std. Error  t-Statistic Prob.
FL -0.228732 0.138765 -1.648346  0.0999
FCF 2.619042  2.093541 1.251010 0.2115
FC*FL -5.850137 3.661873  -1.597580  0.1108
C 0.213538 0.117304 1.820383 0.0693
Root MSE 0.962025 R-squared 0.007109

Mean dependent var  0.038884 Adjusted R-squared 0.000903
S.D. dependent var  0.966462 S.E. of regression 0.966025
Akaike info criterion 2.776976 Sum squared resid 447.9381

Schwarz criterion  2.811539 Log likelihood -668.0282
Hannan-Quinn criter. 2.790557 F-statistic 1.145534
Durbin-Watson stat  1.963630 Prob(F-statistic) 0.330232
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el gl Rl e ALY eseal i) zigat a8 Gawmial (7) oy Jsaal) sl e
: ol L COLS Al

LAY ALaaY) Aadl il Y Al 5l ssine e FL A Aaill) Jales %5 A3 (s5ise die —
e 350l e I o105 L) i) e Ao s5ms pie Y s Las %5 e 8] e Zisine
-(ROA) Jpa)

journal.tishreen.edu.sy Print ISSN: 2079-3073 , Online ISSN:2663-4295
235



Tishreen University Journal Eco. & Leg. Sciences Series ©2023 (6) 2l (45) alaall 43538l Lsbai@y) aslall . 88 daals s

LIaia) Laill i€ ) cdanse 3Lk s5ima e FCF sall daill il Jales «%5 A2 (s5ie 2ie —
Miae Ll £18¥15 yall Apaiill culianidl G ADe d5mg pie ) ads Lae %5 e ST Jalaall Agine LiaY
s3a i Cu (2020) (5xaTs s Ay el Lo g daill el iyl L(ROA) Jsaal) e 2ilally
c Al ey Al al Gaxl o Aglas) AV 3 ADle asay ade Aulll

pae s cdlady 3yall Al clisaill Dlaia) 3 Ciyloaall 5] sl 50 USH 41 (uSat Lol @l o bl 5,
cCijlaall Ay 30l 3 ppasd Al daiiall L) gLl sai legenss

ssina e FCHFL 8yall dpmial) calianilly 40l dadhll o le i) D)) Jalae «%5 A2 (s5ime die —
Jisa S 35a pae () e Lea %05 e ST Jualaall gina HLERY Gdlaia) dall i€ 3 edllus L3y
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(Residuals Tests)

Model2 Modell

0.179647 0.160246 . .
(0.91409) (0.92300) JB test for normality Probability

36.17381 36.69288 Breusch-Pagan

(0.9766) (0.9728) LM Cross-Section dependence

tests

1.063641- 1.098270- Pesaran CD

(0.2875) (0.2721) (2004)

12.1715- 12.2241- IPS

(0.0000) (0.0000)

178.146 178.366 .

(0.0000) (0.0000) ADEF-Fisher Stationarity tests for residuals
291.845 291.472 .

(0.0000) (0.0000) PP- Fisher
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