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M.A. Thesis:

The moderating effect of innovation on the leverage-
performance relation

Abstract

Profitability is of great importance in the financial and accounting literature. Profitability is
one of the important parameters that is always used as an important indicator in the
analysis of companies. The purpose of this research is to explain the relation between
financial leverage and firm performance, and the role of innovation (R&D / total sales) in
this process. One proxie is used to measure firm performance: Tobins q. The dataset
consists of over the period 2015 - 2019. For this purpose, information about 104
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companies active in the Tehran Stock Exchange was analyzed using panel data method and
Eviews software. This research finds that financial leverage is Positive related to firm
financial performance. The second hypothesis, finds conclusive evidence for the moderating
effect of innovation on the financial leverage and financial performance relation.
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