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Abstract

The study aimed to identify the relationship between the financial leverage and the
financial performance of the Joint Stock companies in Saudi Arabia. The researcher
applied her research on the telecommunications sector. She used the descriptive
approach to achieve the study objectives. Which collects the adequate and accurate
data on the subject of study to reach a clear knowledge of the study problem. The
researcher collected the required financial reports for the telecommunications
companies in 2016. The study community contained four companies listed in the
Saudi Stock Exchange Tadawul, in order to identify the relationship between their
financial leverage and financial performance.

The results of the study showed that the financial leverage negatively affects the
financial performance and that there is a strong negative correlation between financial
performance and financial leverage. Also the results showed that the degree of
leverage and the independent variables which entered into the study form as control
variables explained the changes as a return on assets by 69.8%. In addition to other
factors that were out of the study scope and had effects on it. It also showed that the
independent variable which is the financial leverage and the other independent
variables which entered into the study form as control variables (The long-term debt
and the size of the company) explained the changes as the return on Property rights by
52.6%. Also there are some variables that were out of the study scope and had
importance in explaining. It showed that the financial leverage and the control
variables (long-term debt and size of the company) explained the changes as the
return on share profits by 72.2%. This indicates that the financial leverage
significantly affects the share profits.

The study needly recommended the Saudi Joint Stock companies to study and
evaluate their financial structure in order to achieve the best ratio of the financial
leverage, which reach a positive impact for the financial leverage on the financial
performance. It confirmed the importance of the adaptation between the Saudi
companies and the sources of funding with the funds employment ways in order to

achieve the best profitability and avoid Liquidity risks.
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