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Abstract

Borrowing is one of the financing methods in most companies
according to a number of variables, including the size of the company and the
nature of the activity it practices, as well as the possibility of fulfilling its
obligations on the specified dates, Thus, the increase in the cases of borrowing
in companies leads to an increase in financial leverage and an increase in the
risks associated with it, but it has a direct impact on property rights through
the increase in stock returns in the company. This study aimed to identify the
nature of financial leverage and the various theories that explain it and the
nature of stock returns, and to find out whether there is an effect of financial
leverage on stock returns was applied to a sample of 98 companies (490views)
of the companies listed on the Egyptian Stock Exchange during the period
from 2015 to 2019 that belong to non-financial sectors. The financial leverage
was measured by the ratio of total obligations to total assets. As for stock
returns, it is measured through the capital return in addition to the dividend
yield, and it was approved On several controlling variables, including
operating cash flows, liquidity ratio, book value multiplier, company
profitability, company size, and using the Multiple regression analysis The
researcher concluded that there is a positive effect between financial leverage
and stock returns in Egyptian joint stock companies, and this means that the
majority of companies depend on medium and long-term borrowing at interest
rates that are lower than the expected returns, and since the value of the
company increases with the increase in financial leverage because the interests
of loans reduce tax Thus, profits increase, the company's value and its share
price increase in the market.

Keywords: Financial leverage, stock returns, Egyptian Stock Exchange.
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