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Abstract

Abstract

This study aims to try test the effect of finance costs on enterprise value, through
application on sample of industrial enterprises listed in new York stock exchange during the
period 2015 to 2020 , the study addressing in theoretical side the financial structure and its cost
through purpose the elements components of financial structure and the cost of each component .
as well as the weighted average cost of capital (wacc) and the factors affecting it and the most
approaches to determine the relative weights for financial structure component, also we
addressing the concept of firm value and how to measure it and the most factors affecting in
market value of enterprise, in addition we addressing the relationship between finance costs and
firm value according the new and traditional financial theory, in third chapter we show the
concept of panel data and the test to choose between it, as well as we show the methodology side
of econometric study such as the sample and population and variables of study and how its
measure and the hypotheses of study. In addition, we addressing the econometric framework of
study through the application on 50 enterprises listed in the New York stock exchange using
PANEL DATA and STATA16 with using of the different econometric test to ensure the sound
and quality of the econometric model.

The study concluded that 98,9% of the change in the value of industrial enterprises listed
in New York measured by Tobin’s Q model explained by independent variables represented in
return on equity, return on investment capital, financial leverage, solvability, the other change
estimated 1,1% explained by other variables not listed in the model, the study concluded the
main result confirm not affecting the finance cost on firm value s, this result is compatible with
Miller and Modigliani (1958) and net operating profit theory. This theories confirms that the cost
of finance was neutral which means cost of finance was not affecting on market value of
enterprise.

Keyword: Financial structure, financing costs, debt cost, internal financing cost, enterprise
value, financial theories.

Costs of financing and their impact on the value of the enterprise
Case study




Résumé

Résumé

Cette étude vise a essayer de tester l'effet des cotts financiers sur la valeur de l'entreprise,
a travers l'application sur un échantillon d'entreprises industrielles cotées a la bourse de New
York au cours de la période 2015-2020, 1'é¢tude abordant d'un point de vue théorique la structure
financicre et son colt par finalité le éléments composants de la structure financiere et le colt de
chaque composant. ainsi que le colt moyen pondéré du capital (wacc) et les facteurs qui
l'affectent et la plupart des approches pour déterminer les pondérations relatives de la
composante de la structure financiere, nous abordons également le concept de valeur de
l'entreprise et comment la mesurer et le plus valeur marchande de l'entreprise, en outre, nous
abordons la relation entre les colts financiers et la valeur de l'entreprise selon la théorie
financiére nouvelle et traditionnelle, dans le troisieme chapitre, nous montrons le concept de
données de panel et le test pour choisir entre elles, ainsi que nous montrons la méthodologie coté
de I'étude économétrique comme I'échantillon et la population et les variables d'étude et
comment sa mesure et les hypothéses d'é¢tude. De plus, nous abordons le cadre d'étude
économétrique a travers l'application sur 50 entreprises cotées a la bourse de New York en
utilisant des données de PANEL et de STATA16 avec l'utilisation des différents tests
€¢conométriques pour garantir la solidité et la qualité du modele économétrique.

L'é¢tude a conclu que 98,9% de la variation de la valeur des entreprises industrielles
cotées a New York mesurée par le modele Tobin’s Q expliquées par les variables indépendante
représentée dans le rendement des capitaux propres, le rendement du capital d'investissement,
effet de levier, solvabilité, l'autre changement estimé a 1,1% expliqué par d'autres variables non
listées dans le modéle, 1'étude a conclu que le principal résultat confirme no affectant le cott du
financement sur la valeur de l'entreprise ,ceci est conforme aux théories traditionnelles, dont la
plus important est la théorie de Miller et Modigliani de 1958, ainsi que la théorie du bénéfices
net d'exploitation, car ces théories confirment que le cout de financement est neutre, c'est-a-dire
qu'il n'a aucun effet sur la valeur marchande de l'entreprise .

Mot-clé: Structure financiére, colts de financement, cout de la dette, colt de financement
interne, valeur d'entreprise, théories financicres.

Les colts de financement et leur impact sur la valeur de I'entreprise
Etude de cas
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'"Mark Twain, Commonly used methods of valuation, National association of certified valuators and analysts
(NACVA), 2012,pp 2 ,3.

2Chris M. Mellen Frank C. Evans, Valuation for M&A, building and measuring private company value, Third
edition , Published by John Wiley & Sons, Inc., Hoboken, New Jersey, USA, 2018., p 202.

% ireneusz miciula, op .cit,p 173.
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lwarm wishes, Biz Modelling Team, Corporate valuations, Techniques & Application, A compilation of
research oriented valuation articles, Corporate Professionals, Sebi Registered (Cat-I) Merchant Bankers, New
Delhi, India, May 2017,P 5.

2Chris M. Mellen Frank C. Evans,op .cit, p 200.

*IreneuszMiciuta,op. cit,p 173.

4 Marek Capinski, WiktorPatena,op .cit,p 16 .
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! Pablo Fernandez , op .cit,p 5.

2 Chris M. Mellen Frank C. Evans, op .cit, p 201.

3Sean R Saari, Skoda minotti<How a company is valued — an overview of valuation methods and their
application, P 6..https://fr.scribd.com/document/322989764/How-a-Company-is-Valued-An-Overview-of-
Valuation-Methods-and-Their-Application-pdf 26/11/2020

662 083 (B gaa 3 Dasy ) et
Sean R Saari, op .cit, p 7.
¢ Mark Twain, op. cit, p 3.
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!Chris M. Mellen Frank C. Evans, op, cit, p 200.
2Sean R Saari, op. cit, p 7.

3 Pablo Fernéndez, op. cit, p 4.

4 Ireneusz Miciut, op. cit, p 173
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2 Pablo Fernandez ,op. cit,p 5.
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5 Pablo Fernéndez ,op .cit, p 10.
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!Stanley J. Feldman, Principles of private firm valuation, John Wiley & Sons, Hoboken, New Jersey, USA,
2005,p 153.

2 Pablo Fernéndez ,op .cit, p 10.

3Stanley J. Feldman,op .cit, p154
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2 Pablo Fernéndez ,op. cit,p 10.
*Harlan Platt, Sebahattin Demirka, Marjorie Platt, Free cash flow, enterprise value ,and investor caution, The
journal of private equity, Vol. 13, No. 4, pp. 42-50, 2010,p 42.
“M M.Sc. Bojan Milicevic, The standardmultiples valuation method and its criticism, university of nis, faculty
of economics, Serbie, Year XLVII, No 4, p. 201 - 217, 2009, p 206.
STbid,p 207.
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'Harlan Platt, op .cit,p 42.

2Chris M. Mellen Frank C. Evans, op cit, pp 119.120

3 Pablo Fernandez ,op .cit,p 14.

“Tim Weitzel, Cornelia Gellings, Daniel Beimborn , Wolfgang Kénig ,Valuation methods - insights from capital
markets theory and practice, 7th Pacific Asia Conference on Information Systems, 10-13,Adelaide, South
Australia, July 2003,P 3.

5Sean R Saari,op. cit, p 10.
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! Tim Weitzel, Cornelia Gellings, Daniel Beimborn , Wolfgang Konig, op cit, p 3.

2 BEAR STEAENS, Discounted Cash Flow Methodology, P
3.http://www.grahamanddoddsville.net/wordpress/Files/SecurityAnalysis/Valuation/7239393-Discounted-Cash-
Flow.pdf.15/11/2020

* Tim Weitzel, Cornelia Gellings, Daniel Beimborn , Wolfgang Kénig,op .cit, p 3.

4 Pablo Fernandez , op. cit, p 14.

5 Tim Weitzel, Cornelia Gellings, Daniel Beimborn , Wolfgang Konig , op. cit p 4.

¢ Pablo Fernéndez , op .cit, P 13.
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'Pasquale De Luca, Analytical corporateValuation fundamental analysis, asset pricing,and company valuation,
Springer Nature,Switzerland,2018,p 370.

2 M.Sc. Bojan Milicevic,op .cit,p 207.
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agall (o Gl ¢ gadaall i) gy Aasas fal) ASLa (B shal Byaiall A8 ) Al Sl YT sy
i s oY i el e caed A e liall alill (e Aalee avtil) zalia o e ST
ahasinl iy o Gl (aall e 05K 28 Aplaill Aalll (e maaall Z 354l sa DDM LY

! Pasquale De Luca,op .cit, p 370.
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4l 8 Aalall aenS Aol daidll & Bt
t -1 e 30l Jaall s AN
2t 2Bl 3 Gaslall Gaealisall de o)l Apall ~LY1 Glejs 8 Dt
Peasnell ) dauls Y oygk a3 o3 (Bdwards and Bell 1961 )iy (o RI gl auaili o3

Aalaity) el mgd (o alida g53 ¢aRIDDM (4w (Fidia 3 (Ohlson 1995 ) 5 (1982

'Thomas Plenborg, Firm valuation: comparing the residual income and discounted cash flow
approaches,Scandinavian Journal of Management, 18 (2002) 303-318, September 2002, p p 305. 306.
2M.Sc. Bojan Milicevic, op .cit, p 208.
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Jare 321 g - ASlall Bsaad o al) daidll 8 Uy juiae kbosaill A4S ROEASL Gsaa o 2ila)
Blany A5l Aadlly Ao sall 5y00al Aaill i Bpdl) By el Jaall A eal dadll b gl
S 5Saall e S I3 Y agensd Al Al (e Aef 5 le wdy 3 0yl Gty Y (g4
L (L) Gatie Sl 3 Bsnsgall o (5l) sl A5 5laty RS Ggon Lo dle Jane
Gomd) Adjh ol cilislaall 4issh 1l culaal)
Eun a1 i) s J5V) el gall Al ) pangs ) (8lE Hle IS
A A8yl Al () gl 050 Aadsiall Aliiaall =LY (e 8y8lie dnsgall Aad pad oy
(Aaalad) 52) 2LV S el samll gaatl) ALY clas Ao ading gy oAl Glugall
G e lime Gt AU i) paiayedind siall Lokiisall 2 L) A0 Agl) Gl (el
(WY die) dolaad) el @me ) Aledll lnsgall o () ) el Cielins Jie) o lilaal
Aail) 0 el L w3 A all
clie Laaally andil) dd sk 2 ggdaYsl
A sall Aa (g5l ¢ pansil) il Lol 4] Sl (s3lls Gsmaall () a5 ssall) oyl &

! Thomas Plenborg,op. cit,p p 305,306.
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s Laally andil) 44 ph daarf: Ll

aa i Ule algnall 3l GhsY) dead ) laslinad) b 23la IS0 el 13 alasind
05 o S LS it B puil zgdl) 138 aladiiad &3 Wladl . pefial) Aadas (e g Sl
NV aray shlaad) 5 dglinal Al claatl (S ally Ule A3l Jlae Y 45 )lke 4t 5!
el 3)sCaall b (e Laia O gmmnniball (05 peinally Jablaall g june p28ia ¢ adloll 8. seall
% lagudlis axe (e )l ¢ Bl QLYY JaS s ¢ (s ol

Daend 35)lke 8 Ao 2l Al 1Sk (oka Al 20aT 8 audll Ak Calanl i
A i Oslsbag Oraleal) O (e - Aileal) EBlabaall Glial) Gaans (A 5 Slaall Gsull
e sanall il il gall usl€ 1Y) L Ll pudat Ao ganal A gl il ) Il LA (e Ao all
o Wl anill Wl asedal) Ol aaia gl IS Aiagiaall dusgall pe 4liall AL 55k
o O ang (s siall (8 JBY1 o) Jlad (g 4l e iy (535 aalll el (58 s (35
3 ablae bl 2Blea)l Jouall Jgls

Sl ) e 2l Jeeal) ai ) Abilaad) Sl gall aladinls ol sl Cargy
AL lngall a8 o G G GH3Y) A sana HLid) o il 108 daia s Alilan Cilisusal

(ililae Bhaa sl 8 Alad Jleel asiy Alilae cilatine aai by cAeliall (uin ) 45\l

'M.Sc. Bojan Milicevic,op .cit. p p 209,210.

2Ullas Rao, Corporat evaluation: theoretical postulates and empirical evidence from SENSEX firms in India
Investment management and financial innovations, Volume 13, Issue 3, 2016, p p 47,48.

*M.Sc. Bojan Milicevic,op. cit, p 211
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Lo s el Ui le) Lol Aad ) )Y 25 ) "clie Laal’ padis s ol 33la0
G () sl Lealyl el dua (o) Al a5l Gians () (Gosensal) el Jlaal
dad Ay (PER 5 iladl () el ) ~ L1 () el A aladn WY Gadlall cilie Liadll
dad Gy (EBITDA ielias §f (FV [ EBITDA)ipalls 25l (i sl syl ) dsssal
2 Gland) ) s 3all
el Lo A gal) i lin 4 Aeaiisdl clie Liadl Gansi (3 (se
cpanadl Lonyy ) AN agdl e 6TV = P/E s ¢ el ) l) A —
«landl ) el 6l v=p/s séua clanall Cilie Liae A —
V=FV /EBITDA :¢ua L)Y cilielias Lo —
Tobin's Q Zigal (389 Awcpal) dad 1adli @ pualdd) Cullaal)
3la Ao ilall du dasls e James Tobingwsd (ears LSl 4uui o Tobin's Q daus
O i a8 Sl gall aseat eanall 3 ) el () (aydl (525 caLaBY) b s
P el CallSal Gy dyglse 055
Aalad) e 2 Ganlial e YaTobin’s Qaalss (el uriall) Zuswsall A Ui
ol Jie iluil) g o dainall o s SLie¥) 8 llaall 3B 1Y (Jsal) Glo siled) (i)

NeloaY Apal) Al e dagusho dusns jal A8 sual) Fall Fsi 48] e Tobin’s Q <ajed . gAY

! Tim Weitzel, Cornelia Gellings, Daniel Beimborn , Wolfgang Konig, op .cit,p 6

2 Carles Vergara, Arnau Gil, Multiples in firm valuation, https://store.hbr.org/product/multiples-in-firm-
valuation/IES597 29/09/2020

3Ahmad Mohammad Obeid Gharaibeh, Abdul Aziz Abdulla Abdul Qader, Factors influencing firm value as
measured by the tobin,s q: empirical evidence from the saudi stock exchange, International Journal of Applied
Business and Economic Research, Number 6,2017., p 338.
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o el A8l Aail) sl o Tubin Q s Fvsusall Aol (ulial Aa5LAN 2 3Laill (yas
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Firm value=market value of shares\book value of shares
el g ) Al / gl 48 ) Al = sl

Lalal) Ao pail) (389 Awmidal) dad Ao (ugalll AR il GAEN Cuasall

bl (6)She G ala GElE Jae CilS dngall Aaidy Josanll 4415 G A8l drda )
Vs dabs dugail) S o Aalall A plail) (5)She (ans (g G (Rl Bllall A lills ol Ll
DBl L el 345 o 0pSaal) e HAY) ) (50 laalls ciasnsall dad e A (6l Gl
e oSally A gall dad o Lin) () (a5 Jasail) 2SS (alias) e (Al dad o uSe
Loaulatl) Adlal) 4 latl) 385 Aswibal) dad Ao Jugail) A2l 130 1 060 callaal)

IS dsugall Ay dagail) 241K (G A8 caadle AN dpadal) ALl kil (g (s
ceadal) Jaadly cililesll <5 ‘fl.».a Jidag C‘-’JM @L\a JA (e
) Ala it Yl

Jual ) IS 8 (5Ss geeid) 1agd W5 zgid) 138 (1959)David Dorand ail)ss 2adss - 58I
A 8 jlalie sass () sagee Jld) Gy JS (8 sl o (gl cingall daih Al 585
B s o Saall (e claill g .3 fall A llaay) dail) ) ASLRYL Jlall Gul ] lleay)

) Ol by I B il (25 ¢ AT (e - s ASlall (Bska e S Gk 0o Jagadl)

! Shahbaz Sheikh, Corporatesocial responsibility, product market competition, and firm value, Journal of
Economics and Business, Volume 98, July-August 2018, Pages 40-55, 2018,p 4.

2Setiadharma S and Machali M, The effect of asset structure and firm size on firm value with capital structure
as intervening variable, Journal of Business & Financial Affairs, vol 6, N 4, 2017,p03.

3 L. Senthil Kumar, Theoretical framework on capital structure and firm,s performance, International Journal
of Interdisciplinary Research in Arts and Humanities, Volume 2, Issue 2, 2017 Page Number 155-159, 2017, p 157.

98


https://www.sciencedirect.com/science/journal/01486195/98/supp/C

descupal) Aaghy Jagall) AR (0 ABVa) 2 (S Jacrdl

P YO DO ENN [ W1 - NP P WONS N[ DY BEIILT Y PP [ V-1 | DN I S VES JUPLOR
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T g 313 ALl Adl (alens) Alla e Jiallys A bl Aad o355 JLal el daayal) 24
3o ) el R sall dad Jis Jlal) )l e yal) 24l
doal e e pidiin Jlal) Gyl Aleayl Al 8 Jall ) JS 8 cpall s @l 13 4l a
[Osad) gare (B ol A A @lidd) o 5 agdld Bl el Gy duissall Aad afine (AT
pen) s Al Aad e JS Galiaily JUl (el Adlea) 38S3 80L) ) (5350 AL (5o
O el PIA (e ALl Bgin allasia) oSa cpall oL AN Aaall e el 13a adiey % 35l
Osad) (e tper ALl Bgia Jladind o Cim et 138 Gl as Al ageul) Ginng aaa
3, 4Kl dcasiiall
Jadl ila Jase b1

0:300) Falgdl cilialidy) e Jaall ila Jase ading
tCbungall (Jo Chlim aag Y -
(ASlal) (35 ASH (ya JB (ol AdS
LS i A Shall (3 goa 4S5 cppal) A4lSH (8 JUlbyy ¢opaiinnal) Hlalie (o ) plasind o Y —

L el A e B Qi b

! Sudhindra Bhat, Basic financial management, University Phagwara, Excel books private limited, New Delhi,
India, 2011, p 90.

2 Ejem Chukwu Agwu, Ogbonna Udochukwu Godfrey, Does M-M proposition 1 on capital structure and firm's
value stand? Evidence from quoted firms' in Nigeria, Journal of Finance, Vol. 7, No. 1, February, 2019.p 4.
3CS LLB Pulkit Gupta: 2011, https://www.caclubindia.com/forum/capital-structure-theories-142168.asp

23/12/2020

4 Debasish Chakrabarti, Industry influence on capital structure - A case study of five major industries of India
during 1982-83 to 1991-92, Thesis submitted for the degree of doctor of philosophy (commerce), University of
calcutta, India, 2002, p p 25.26.

5 Adedoyin Isola Lawal, Capital structure and the value of the firm: evidence from the Nigeria banking
industry, Journal of accounting and management JAM vol. 4, no 1, 2014, p 33.

¢ C.L. JEBA MELVIN, Financial management, university directorate of distance & continuing education,
Manonmaniam Sundaranar university, Tirunelveli, Tamil Nadu, India, 2016-2017,p 53.

7 Sudhindra Bhat ,op .cit, p 91.

929


https://www.caclubindia.com/forum/capital-structure-theories-142168.asp

descupal) Aaghy Jagall) AR (0 ABVa) 2 (S Jacrdl

Jazmd¥) e O a1 13 ey . a8V 5305 ae Al J s LSl Gakay ol 245
o 4l e Jay Le 135 A 3all 28 gl Al anant s Adlea ) 20l il GLSY) jad il Y|
D gall dad paas 8 3ka 3 Jl ol S g8 Jaall ilea Jane lai deas

Ala ;e Hacae A @) Al Aadl)l) da e )y LS Al g calial DU )l Sadll
5352 Lea cpmliad) ) Jlal (el ddlaay) 3l Joss Ml Sl (ol JSa 4 )
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5o 55 andaanl ALl ke Ay G0 il Bl e gall <0 Jaa) ilia Jaaal Wi ¢ Jlllys
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Jadll la Jate Jas 4] -2

z Gy Ol 5a8 O gall (gad aladid lugall e Can G jall dad audand Jaf o
S ity Y Lgiad adaetl Ol e £100 Cre iy Lo il g LeiSa Angall o 54 agall
A2 Akl (385 (Wl Gl Aaa el Adas il ZalSall) Jlall Gulyl 30l

WACC=Kd (D/V)+Ke (E/V)
tAlll) A ally o)) Blia A (33 s all e ueny
FV = EBIT /WACC

:Oi Cua
JW Gl Adleal) 2alll sWACC
cOseall A8 gl dandll tDe¢ cpall Al Kd
i pall AdleaY) @) cFV
o) Jasalll  AelKe
ALl Bsaad 380l Al :E

! Ejem Chukwu Agwu , Ogbonna Udochukwu Godfrey, op. cit. p 4.

2Debasish Chakrabarti,op. cit, p 26.

3L. Senthil Kumar,op cit, p 157.

“Rajen Kumar Sahoo, Corporate finance, institute of management and information technolog, Cuttack, India,
2019,p 11.
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o) (Hlaal (A Oall A gial) dnall) G Zadhll Aa3 33U aaxD/E saall il Gl Caviaial
O dlia 05 lavie (A1 aall 54 WACC - bl JWall Gl 3l dalSall adass (Jlal)
Losns gall laie) af LalS aeann (gail) 2415 o oDlel JSEN DA e lAS Baadl 5 27100 Ay
S of e pepl) e ollhg AalSs Y LKL (3sha coaddily (ARlSs JAY ) kel J)saY) e
Josaill 34 (alesil IS Ll cAabiaa) el 81 cilgise die Zul 458 G gall 245 5 Zulal) agu)
Il (ulys 7100 Zasiy 503 8 35a50 Y1 JUa) (ol U< (L UM 33l A g Liny) imy
G dlia 05 o iy oy Uaa 7100 Gy Gaal) (055 Y 38 Llaal) Balil) o 080 /0 pngens
Tie o dbe oy IS (3 ceendl JW) )
(Aadil) Jadl) Bla Jasa s Ll

Jarll Jand Lla callas oo 5 (1959)DorandDavid 23)y53 2 Liadl a8l Jaaall 13a

et sl g o QA (golia Fasgall JLal () U 5hE ) e Jaaall 1aa psa . il

' C.l. jeba melvin, op .cit, p 54 .
2Sudhindra Bhat,op. cit, p 93.

179 (o (1998« juae A€ ¢ Cijleall slite ¢Jagalll jabaaa Jlaa B Enaal) KA ¢ sain iyl s’
4SudhindraBhat, op .cit, p 93.
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Ll D ) O aag Y by cRslall (Bgka [ gl e (b sl G
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Aad Jlea) e Ol Allaal) daidll pimd 3k pe Lol ) Ladial) S (Bsis Ao
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o) Jpalll ARIST b cpaili—

ALl Hlalaall slajiug ¢ sall da 3aL) as Adlal) A28l da )y e ASLall G5 A4S alaya

Yol dle §f Jane sealall adgy i) sl e (aseill s aan Lsall

!James C.Van Horne, Financial management and policy, 2nd edition, Prentice-Hall, Englewood cliffs, New Jersey,
USA, 1971,p 206.

2Emori Enya Gabriel, Tkenna D. Nneji, Effect of capital structure on corporate performance in Nigeria, Journal
of economics and sustainable development, Vol.6, No.14, 2015, p 71.

*Adedoyin Isola Lawal, op. cit, p 33.

4S N Maheshwari, Sharad K Maheswari, Suneel K Maheshwari,Capital structure, publishing house pvt, india,
2011, p 131.

5 L. Senthil Kumar, op. cit, p 158.
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! James C. Van Horne, Financial management and policy,op cit, p 206.

2Capital Structure Theory — Net Operating Income Approachhttps:/efinancemanagement.com/financial-
leverage/capital-structure-theory-net-operating-income-approach12/10/2020

3 L. Senthil Kumar, op .cit, p p 157,158.

4 Debasish Chakrabarti, op. cit, p 27.

5 Tbid, P 27.
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"Manisha tanwar , Capital Structure of a Firm: Top 4 Approaches (With Calculations),
https://www.yourarticlelibrary.com/financial-management/capital-structure/capital-structure-of-a-firm-top-4-
approaches-with-calculations/71705 30/11/2020
2 Ibid.
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2Denzil Watson, Antony Head, Corporate finance principles & practice, Fourth edition, England, 2007,p 276.
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! Ibid,p 262.

2 Emori Enya Gabriel , Ikenna D. Nneji, op.cit, p 72.

3 Rajen Kumar Sahoo, op .cit,p 15.

4 Jorethang, District Namchi, Sikkim , Financial management, Eiilm university Sikkim , 737121,India, P 118. .
http://www.eiilmuniversity.co.in/downloads/Financial-Management.pdf 07/01/2021

5 L. Senthil Kumar ,THEORETICAL FRAMEWORK ON CAPITAL STRUCTURE AND FIRM’S
PERFORMANCE, International Journal of InterdisciplinaryResearch in Arts and Humanities, (IJIRAH) ,Volume
2, Issue 2, 2017 ,p 158.

¢ Robert Ouko Obonyo, The impact of capital structure on financial performance of companies listed at the
nairobi securities exchange in Kenya, International Journal of Economics, Commerce and Management, United
Kingdom, Vol. V, Issue 6, June 2017, p 186.
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! Adedoyin Isola Lawal,op. cit, p 33.

2James C. Van Horne, John M. Wachowicz, Jr , Fundamentals of financial management, thirteenth edition,
England, 2009, P 455.

3 L. Senthil Kumar, op .cit, p 158.

4Sebastain Ofumba Uremadu, Onuegbu Onyekachi, The impact of capital structure on corporate performance in
nigeria: a quantitative study of consumer goods sector, Agricultural research&technology journal , Volume 19
Issue 5 ,January 2019,p 215.

5 Rajen Kumar Sahoo,op. cit,p 15.
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ACCA Approved Content Provider, Paper F9 Financial management for exams in September 2016- December
2016, Ninth edition, BPP Learning media Ltd, UK, 2016, P 319.
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! Debasish Chakrabarti,op.cit,p p 28,29.
2ACCA Approved Content Provider, Paper F9 Financial management for exams in September 2016- December
2016, Ninthedition, BPP Learning media Ltd, UK, 2016,p 319.
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2 Ivan K. Cohen, op. cit,p 186.
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Wesley Naidu,The Implications Of Capital Structure Theory And Regulation For South African
Banking Institutions, Submitted in partial fulfillment of the requirements for the degree magister , Faculty of
economic and management sciences , university of Pretoria, South Africa, November 2011,P 8.
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i ASlall (35ha RASS . i) Ay AL (Bha ASH ai i () A 331 e SV Al Aad
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Aadasssl) 21K Tay G e yow S a3 pitif Lo Adage o8 QAT 28 Sl LeddIS s Al
Lend gy ) Adadil) g densall Aad o i (1 Cpall ieY) (ggiall 3ol & WACCaasyal
p2a i (pall AV (sinnall 138 die s g BN 8 Tany (Rladsy) e WACCHa yall 24l Jaus i
2al) A sall dad 30l allis oLl aa ol Sie WACCH A yall Fadas o) IS (55 ¢ 3dail
ALl (3saa AalS35 O guall AR g Al Hlalacl 50L5 ae sead) (e Adle bigine 2ichL ]
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1Jack Broyles, op cit, p p 312, 313.

2Wesley Naidu,The Implications Of Capital Structure Theory And Regulation For South African Banking
Institutions, Submitted in partial fulfillment of the requirements for the degree magister , Faculty of economic and
management sciences , university of Pretoria, South Africa, November 2011,p 8.
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Julio Pan , Evaluating theories of capital structure in different financial systems: an empirical analysis
,Master's Degree Program (under ex D.M. 270/2004) in Administration, Finance and Control, university of Ca
Foscari, Venisia, Italy, A Y 2011/2012, p 11

2 Robert Ouko Obonyo , op cit ,p 189.

3JIM Mcmenamin ,Financial management: an introduction,London, England ,1999,p 511.

“Pascal Quiry, Maurizio Dallocchio, Yann Le Fur Antonio Salvi, Corporate finance theory and practice, John
Wiley & Sons Ltd, England, 2005, p 660.
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Seadin Xhaferi, Besa Xhaferi, Alternative theories of capital structure, European scientific journal, vol.11,
No.7, March 2015,p330.

2Faruk Ahmeti, Burim Prenaj, A critical review of Modigliani and Miller,s theorem of capital structure,
International journal of economics, Commerce and management, Vol. III, Issue 6, United Kingdom, 2015,p 916.
3SeadinXhaferi, Besa Xhaferi,op. cit, p330.

40802 2011 ¢ ) cqisily 5aall iy s eV ejall ¢ Ml sl ¢ o Gy ¢ oasbis oy ol
>Tudose Brindusa Mihaela, Corporate finance theories. challenges and trajectories, Management & marketing
challenges for the Knowledge Society, Vol. 7, No. 2, pp. 277-294 2012,p p 279 280
®Marco Pagano, The Modigliani-Miller theorems: a cornerstone of finance, BNL Quarterly review, Working
paper NO. 139, vol. LVIII, nos 233-234, Centre for Studies in economics and finance , University of Salerno,
Fisciano, Italy, May 2005, p 7.

"Trinh Thi Mai Thao , The impact of hedging derivatives on the firm,s value:The Singapore case study, Master
degree programme in economia, Finanza , University of Venice, Italy, A'Y 2016-2017,p 39.
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"Lutfa T Ferdous, Capital structure theories in finance research: a historical review, Australian finance &
banking review; Vol. 3, No. 1, Published by Centre for Research on Islamic Banking & Finance and Business, USA
Australia, 2019,p 13.
2 Maria Chesnokova,Application of Modigliani-Miller theory to banking sector, Economics and Finance.
,Université Paris I Panthéon-Sorbonne, UFR 02 sciences économiquesL'année de soutenance: 2014-2015, p10.
*Eugene F. Brigham, Phillip R. Daves, Intermediate financial management, 9E, Thomson, South-Western, USA,
2007,p 519.
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Faruk Ahmeti, Burim Prenaj, A critical review of Modigliani and Miller,s theorem of capital structure,

International journal of economics, Commerce and management , Vol. III, Issue 6, United Kingdom, June 2015<P
918
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1Jim Mcmenamin,op .cit,p p 509,510.

2 Faruk Ahmeti, Burim Prenaj, A critical review of Modigliani and Miller,s theorem of capital structure,
International journal of economics, Commerce and management , Vol. III, Issue 6, United Kingdom, June 2015,P
916.

* Lutfa T Ferdous , op .cit. p13.
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Peter Brusov, Tatiana Filatova, Natali Orekhova, Mukhadin Eskindarov, Modern corporate
p 14.finance, Investments, Taxation and ratings, Second edition, Springer nature, Switzerland, 2018
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!Glen Arnold, Corporate financial management, Fifth edition, Pearson education limited , England, 2013, p 790.
2 H. Kent Baker, Gary E. Powell, op. cit,p 376.

3 Ibid, p 377.

4 Jim Mcmenamin, op .cit, p 513.
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2 Glen Arnold, op .cit, p p 790, 791.

*Denzil Watson , Antony Head ,Corporate finance principles and practice, Seventh edition , England, 2016, p
267.
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Peter Brusov, Tatiana Filatova, Natali Orekhova, Mukhadin Eskindarov, Modern corporate finance, Investments,
Taxation and ratings, Second edition, Springer nature, Switzerland, 2018.P 16.
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3Julio Pan ,op .cit,p 14.
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* Ibid, p22.
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. . 2
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ol DA 5w Y Agadaie Glily A gane JSIBO Aaleall Gl 2], 500 mllians diady
Al Alaled) 3 2 3gall Glales o (il Aedaiall Gl auelase & i sl 05 Laily
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!Oscar Torres-Reyna , Panel data analysis fixed and random effects using stata, Princiton univercity ,USA, 2007,

p9.

2 GOAIED Mohamed et SASSI Seifallah, Econométrie des données de Panel, Université de Carthage, 2012, p.18.
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! GOAIED Mohamed et SASSI Seifallah, po.cit, p19
2 Ibid, p20
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HO: pooled is appropriate (all dummy variable will be zero)

H1: FEM is appropriate
Plauall Biy Hhd lad) sl

(R? LSDV-R? Pooled)/(N-1)

F(N-1,NT-N-K)= (1-RZ LSDV)/(NT-N-K)

! GOAIED Mohamed et SASSI Seifallah, op.cit, p22

2 Abdulkader Aljandali, Motasam Tatahi, Economic and financial modelling with eviews a guide for students
and professionals, Statistics and econometrics for finance, Springer International Publishing, Switzerland, 2018,
pp 253.254.

* William, H. Econometric Analysis. New jersey: pearson education, 2002, p289
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M. Hashem Pesaran, Time series and panel data econometrics, First edition, Oxford Univercity press, England,

2015,p 659.
* William, H. Econometric Analysis. New jersey: pearson education, 2002, p301
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! WILLIAM Green, Econometric Analysis, 5 ed, New Jersey, PrenticeHall, Apper Saddle River, 2003, p.300.
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AL Bgia Je 2l Jase :ROE
el W) Gy e a5ladl Jaes tROIC
s Al 280 :LF

allall 562l :SOLV

WY a5 A :DIS

.Jsay! S :STRA
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tdlsal) ISl (DA e oMel il 73 gaill e (Sa

Gl 2l = 3 g0 1(15) 6 JSA

Firm value

el el

WACC

ROE :Lilall il
ROIC :Lilaall el
LF :llall penadl
SOLV :Llall pasd
DIS :lalall janadl

SRTA :hlall
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) (e g bl 7 agail) ks A Giasall

adal) dlal aplaill 8 sl e OIS A jall dady Jogail) 4SS G AR £ guiage )
iad Ao I ISy Jusall RS 50 a5a adal cliag Al @lphill e cligh il
S asay caodl S bkl e dlag ¢ 1958 2 Miller and Modigliani 4k (e 4 jall
Lo @l liag 1986 Ad Myers J dalall Applas Sie dwgall 2ad e gl 2l il
gl Aad e Josall AR Cange 0 350y ) il

oz dga i by Wiay (6 G fall dadly Jogaill A5 o bl A8De 8 Canlll )
e 2020 52015 55l DA dysigs Tayp A Aapde daslia Luie 50 J dild) clily alassuly
z sl & Aanldl) JSLEA) 3ms A Alglae 1355 cLolaly Lilias) o)ladly a7 3saill dans

3:1‘)_..\.“.\2:\5\ Gl prial) G ooy <54 L;\}\S\ O Lf"a\ﬁ\ Loy JSEe 4als

Lalidl) Ayall At ol il sluaa) 1 J6Y) callaal)

Al Aol 3 sad il hal) Slaa) JLERY) mil olal (03) 3y Jpaall e
(Maximum)e s=ail) dadll s ysie IS0 (Mean)bon) daws sidll main sy Cam cidajlially Alisdll
std. Yegobmall alaiY) 1Sy Aulpall dae Gl (4 i S (Minimum)ieal) dedll

.(deviation
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bl el ba ) slasy) :(03) al) Jgandl

variable Mean Std.dev Min Max observations
Firm overall | 6.172652 | 32.24754 | -21.2776 537.5 N 300
Value between 17.37401 | 1.036827 | 124.6768 n 50

within 27.25978 | -139.7818 | 418.9958 T 6
ROE overall 20.0356 | 74.63868 | -123.33 1047.92 N 300
between 47.12905 | -30.92667 | 323.5183 n 50

within 58.19732 | -303.4827 | 744.4373 T 6
ROIC overall | 9.167233 | 11.57286 -36.21 93.52 N 300
between 10.32159 | -8.851667 | 59.17667 n 50

within 5.401607 | -18.1911 | 43.51057 T 6
Wacc overall | 7.820267 | 2.832464 -4.13 18.12 N 300
between 2.232096 | 1.781667 | 13.91667 n 50

within 1.76746 | 0.2169333 | 14.93693 T 6
LEVERAGE | overall 1.14922 | 2.624992 -3.49 40.85 N 300
between 1.45627 0 9.103333 n 50

within 2.192105 | -11.44411 | 32.89589 T 6
SOLVAB overall | 0.4020333 | 0.1839411 -0.12 0.88 N 300
between 0.1757747 | -0.013333 | 0.8433333 n 50

within 0.0587728 | 0.1303667 | 0.6253667 T 6
DIV overall | 1.012037 | 4.891397 0 60 N 300
between 2.629237 0 15.69 n 50

within 4.138657 | -13.68796 | 50.71037 T 6
STRA overall | 0.6826962 | 0.2351638 | 0.0788297 | 0,968849 N 300
between 0.2063051 | 0.1359152 | 1.424887 n 50

within 0.1159826 | 0.30056 | 2.290441 T 6

(02 Galdl JEHSTATA 16 clayie o alacYl allall slac) i _jduaal)
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o Cus (6.172652) il Asnsall Gl leall Tangll gl oDlel Jgand) DA (e Jaadls
bl due i ) Glawsall Tobin Q zisel leie sl Guwval) Gad Javgia ) dadll 020
G ol Cialy cps 82018 Aiw A BOEING CO dsasgal 2583 lly (537.5) dad o] cualy ai
S S el i Lo a5 <2019 Ziw SBOEING CO dsigal 383 g (-21.2776) Fosss 3al
(32.24754) @ Laalls Gylanal) i)

O e shs (20.0356) dad (ROE) A8kl gan o aflall Janal (olual) dassgll aly WS
DA Lsge 50 lasae AUy Zuhall dae Gluwsial) gueal 28 Ggin e Nl Jare awsia
\ias s (1047.92) @ i AWl g e bl Jandd dad el LT 2020-2015 55l
3% 55 (-123.33) @ a5 Jaeal 13¢d Aad ol of cm (3 2018 4w & BOEING CO Gususbe
G odally (Slmall Caha) i) u L 13as <2015 A AENDEAVOUR SILVER Auwsjal
.(74.63868)

Gl Ll &l 3@ (ROIC) i) JW) Gy o ilad) Jaee il daills W
Caly By edlysagn Tays B Al Ao liall il all Janall 138 Lo Siar (635 (9.167233)
ARISTA  Gusidl 23 Al (93.52) el JW Gy o wiladl Jaad dad Lo
ENDEAVOUR  Aususial (=36.21) dad Jaed) 3¢ dad ol Jicis <2018 4w SNETWORKS
i) Jlad) ol e el Janal (glanall Gl g i) uas L 13ay 2019 &iw SSILVER
-(11.57286) « sl

iad (Wace)dladl )l daapall Ldangdl ddall laall Jaudl ol oAl Zea e
Aad Aol ol a5 bl dne i Al Slangall Qs 2885 Jangie Jia a5 (7.820267)
cialy dad 3912015 LTREX CO-Ausus o (S5hsn e il lly (%18.12) Jspetl) 22l

ol Wl 2015 LENDEAVOUR SILVER.Guje (S5ise o cilan Al (—4.13)

Ll gl 8] Aad oly dad ol G Sl (3)W jusds pdipe sh5 (2.832464) ild (5)lndl)
bl ) adll Javisia N el sas (1.14922) sl (LF)aula) dadlll jusnd  leal) dasisl
Gima o clan s (40.85)  JW el ds e cal 8 Al Jaa
o @ilS Al (-3.49) @ W abll G o @ s (362018 AWBOEINGCOAuss 3o
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el st laall Ghat) gl e 555 L 13 <2020 ZBOEING CO Ausuie (S5ie
((2-624992) o a8 (5 )

OS wm shs (0.4020333) leall Jaugll 4lé (SOLVAB)AIL se3lal) il dasilly
(0.88) Adlall sedlall o Aol cialy 38y cAuall Ao i Al il all Alall 53l da i
2016 5 2015 3d SIMPSON MANUFACTURING COR dusuje (Ssa o ilan llg
gl 35 <2020 daw A& A 4-0.12) & .BOEING CO dumpe (S5ime Ao duns S culs
L hriall Bl 35)lie dunidie dad A (0-1839411) (slaal) calaiy]

Gl sl Ao Jassial udu say (1.012037) dejsall 2 LY Al laad) Jan gl aly Sl
FORD MOTOR Jusssje (S5ise e (%60) azsh A el cualy 5 ¢l yal) die il jall duailly
g B)) yw L st (%0) zLAU ais pre Clungd) o sl s s 3 <2019 A3CORP
2 Jeall IS el Luills (4.891397) Alls Aejsall LY s uiad (glaeall Calaiy]
1(0.6826962) Ayl Jae Cilisnsgall  lusa) Tl 4,

WILIAMS =~ duuie gfus e (0.968849) Jsal (Sl duw ol caly ag
e (Swe Gl madl ) dws ) culS s 42015 4w COMPANIES
i sl 13gd (gyleal) Cahat¥) Ll <2017 dud @llyg (0.0788297) o ARISTANETWORKS
.(0.2351638)
(Hsia01986) J guiladll JLid) @ SUl cullaal)

il ol bl Spa gae (o epall dad i JSU UL Hlad) )k W mas
3l 5 AV 08 e cabias <y a3l qye alian Y AN cbalal o) duhall dase Gl
yist =a + fxist + ui + eit (eit~iid) sl dauall

By 3 IS pald slail by Jiad Cus i gellaad) DA e Gl @bl s 2
bl Alaleal) (o pall Guzajd Hladl elly Callay (o dl) ol il dsms o1
IS i olad) dah aag i Bpadll il sgay axe adl maay caaell Aumd Jsd 2 Le 13-

LOLSAnl gyaall claspall 7350 M Joagss Allall oda g cal4Y)
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Aaalil) (s Al z3sar 3 Ayl sl lae¥) 8 33k Ugd canall R mdy o3 L 13s

paenl Jilea Bubal) z3sar OIS 13 (o il Al Guilas aaa SLEAY) 138 W rany daalaay)

Gasue U Aald Clicalge lia WSall o (Al 2l

oulaal) sl o Bl @bl sl chasl) Slaal ) @plall ide Cag ) 38

ol bl b L (S cilisSe Caline Gadly (53(1986)Hsiao il (e adial

TestHy' :ai= a, Bi = PVi€ [1, N]

Reject/\AcceptHol

TestHa? : Bi = BYie [1. N1 vit=a+ B xit+esit

Reject HOZ /\ Acce ptHOZ

vit=ai+ B xit+eit

Test Ho® : ai=a, Vi€ [1, N]

Reject Ho® AcceptHo®

yijt=a+ B xit+eit

yi,t = ai+ B xi,t + €i,t

HESWEN|

HSIAO. C., « Analysis of panel data , Econometric society Monographs », n°.11, Cambridge University Press 1986,

p-50.

bl Jsaall DA (e (Hsiao1986) J uiladll [ladl aladiuls Auel) (uilad Hlad) mun g Say

(Hsia01986) J laill jLaal =il :(04)ad) J gaall
gmnall b 48las)
55.56685

0.559393

43.62882

Eviews 10 clajsa Ao alaaeVh allall slae] (e @ yiaall
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25 (0.0000) g allFy i diliany Wllan¥) dadll o eodlel Joanll (PDla (e Laadls
(S ilad 225 Yigl) pand) Ancaji by Ul masss Laa €0.05 (o Lals jaaal

LpwadlFy ja Aflasy AdlaaV¥) i@l o el Cus Al sphall ) Jas
Glabeall gl 2B aaall G Jos W ey Les0.05 (e Ll ST Ll el ) (0.991187)
Glabeal & (s B QDAY Jaae oly DAY on Alae G585 Al Cluaall dlaay)
A Lalal)

Dial (525(0.0000) ZsunallF3 yiub dbilasy llaa) dadl) o Jaadls LG 55laall 3
@l AV G Al Zadalill Clalaall Gl ABE adall () by W xens s €0.05 e Lolas
Aol DBV 53 maga Alla b L
i) Ml s G allaal)

padl Pl dhssn dayn A Al dcluall Glusgall Al Bl 23l ol
P ol DB Galai e Caagl) 13 Gainaly (L) Sllaes il 3k aladiad 520202015
(Fixed effects model)Aulll ,BY) z3gai «(pooled regression model) sasanill lasi¥) z3al
e Ulasstatal 6 maliy o slaeYly «(Random effects model)dslpdall BV =3gais
Lz gl JSI ) ol
Layall aiall zagail) yadi <Vl

OBV zasa)dilll EDEN zalail) aje calliy dauldl) duhall 2D zdsall las) @)
O Ao sana bl o Lt Alalially st o ((orantl) aniV) 7 3gad (AREN JBY) 23 sas At pikal)
Aowldll CUl) Calide g ol Jsaally ¢ Huasman lodls Fisher [laal leaaly clylasy!

Ll DA - Sl
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Bl zalas pads il 1(05)ad) Jgaad

Tubin’s Q3 sais Asliall a5l Aad Jia Ll yiial

328Lie 300 =Dl lial) 2ae T=6 N=50 <2020 —2015:5 sl S pgiall
3 il
Bl gl BV 3 a D B 3 e el iyl £ 3 ga
coef p.value coef p.value coef p.value constant
-18.81964 0.000 18.87809 0.000 -18.51354 0.000
0.1131507 0.000 0.0813602 0.000 0.1712639 0.670 ROE
-0.0868962 0.084 0.1138503 0.037 -0.1007271 0.080 ROIC
0.2088496 0.226 0.0365516 0.000 0.2332396 0.237 Wacc
9.68219 0.000 10.4871 0.000 8.13581 0.456 LF
30.75348 0.000 34.29344 0.000 28.22918 0.357 SOLV
-0.0745524 0.347 0.0168291 0.000 -0.233728 0.020 DIV
-2.2365 0.331 2.457372 0.000 -0.1584176 | 0.944 STRA
0.4292 0.9156 0.4347 Adjusted R
2709.22 1146.24 123.60 F statistic
(0.0000) (0.0000) (0.0000)
300 300 300 N of OBS

STATA16 cilayia e blae) Qllhall dlac) (et jdaal)

S5 ¢(0.0000) Jiss a5 Aasina i dilias) Lllaal of Laadl oMel Jsoall PlA 1
& sde lae¥) (Sas Auhll mlla 2350l adle s (%5 dugine (Seive N dysine AN 4l 235l
3 bl slaie)
Aupall aidlall zdgaill Lad) : Ll

J\f&\ GS)A} cAll) Jﬁ'&\ C-.J"A..Ij cga,'m;ﬂ\ Jlaasy) CJ}M ly k| CJ\.A.\S\ R0 e
Alaay) ChHLEAY) Aladinly @llyy Jomidll 2igall Jidl Guh e iy Aaliall o (il gdal

4l
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st Ladl-1
Al EY) zases Gn Alalial s leuld e s Grlll) Goucall e b Laal ok
P ¢ gapandl) laadVl z 3saiy
L)) g Al HEY) z3sai: Hy
(V) sa caaaatll JaatV) 3sai: Hy
P il Al Jiamg

2 2
__ Rfix~Rpooled _, (NT-N-K)
(1-R%,) (N-1)

~F(N—1,NT—N—K)

233l AplaatV) Gladadl) 2e Jid: K
A Y z3sal) & sl Jelee dad Jisi 0 Ry
il g 3saill (A waail Jalas el Jiai 2 RE o1eq

psin O3 Apanall i Adlas] e Ll Jaal (3) (F) Lsmaall b ddlas] culS 13
ety Lo Gllall eveatll laaiyl z3ga Aaidlay Dabiadl ) jai miball (gloaaad) daca ks
panall a8 Adlas] () ST (F) Lopmnal) b dlias) cal€ 1) 5 cilajall o28 vie gl
T o A DBV zise Aadles Lkl ) i i) gl aaall dumd Gmin e 03
A BB Y 2 3gal Q] sa cpadsaill Gal s Al s pall ) JES 13 ¢ panaatl) lasiy]
P A Jganll b xiase HLadY) mASAG shall SEY) £ 30

S Las) 25 (06) a3y Jgaal)

Effects Test Statistic d.f. Prob.

Cross-section F 23,45 (49,243) 0.0000

STATA 16 clajie lo alaeVL cllall dlae] (e 1 jdaal)
Gl Allaaa) MUZ3.45L§A(Cross—sectionF) A o) LDl ooded Jsaall DA g
DBV z3pan ol ade s Al o dl) (i Faasal) G jill (b JEIL55% 00 sl (5250.0000
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Hausman L34 :2

Lo 1] sty ey pald i) e Bl 5251978 ale il Glawsa Hlodl aladanly o6
s gsbt) Vol drilliie Adlsdall SEY1 2 3gais ALY HEY) 2 3sai touadsaill 5yakal) cilaleal) cuilS
OEY) 35 Aasdle il Al paall dump Ao LAY 13a S Gua clilaa] (bl pae
Jsall 4 dniage Lo il AGBH BV 2 3gel Aaede i ) Ay A jd ke 485l
:‘:,‘Jtd\

Hausman [lia) =3t (07) a8y Jgaad)

---- Coefficients ----
| (b) (8) (b-B)  sqrt(diag(V_b-V_B))
| fe re Difference 5.E.
_____________ +________________________________________________________________
ROE | 1131587 1131587 @, epaaad4 a.,as9754
ROTIC | .B368962 -.B868962 @.1736924 @.76532
WACC | 2858496 . 2BEE496 @, epaas74 @, 894355
LEVERAGE | 9.68219 9.,68219 a8, aaaaa32 @.763276
SOLVABILITY | 38.753438 38.75348 a8, eaea543 @.,865328
DIV | LB745524 -.8745524 1.4918431 2.8987533
STRA | 2.2385 -2.2385 4,4732568 2.,987329

b = consistent under Ho and Ha; cbtained from xtreg
B = inconsistent under Ha, efficient under Ho; cbtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(g) = (b-B)'[(V_b-V _B)}"(-1)](b-B)
= 24,58
Probxchi2 = @ . P

STATA 16 Sla jie e alaie Wb Qlthll slae) (e 1 jdaal)

daill Caly Cus0.05 (s5iue e ddlas] ANV @) 4 Hausman lod) m300 i
O Gl i AU ALl B jdl) iy cpael) Aumd min bl (0.0000) [LasdU ddlaay)

Ll WD) gl ga Al EY) £ 3sa
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(FEM) (Al LY zigad) daidle JASY) gz gail) giliid laay) juedil) szl callaal)

Breusch — Ll jPoolability test Lialy Hausmand z3lall o dbaliall i) e ol
e\.lilutg Ayl Jt'::).” CJ}AJ Ry 6‘«“53 4:1.\:_5 c(ﬁM\ CJ}A.J\ 9 ayal) Jtﬁ“ CJ}u ul.s Pagan
ool Jganll 8 ds jadl) gl e Jeastil (OLS) daalell (gaall cilasyall 4yl
Al Y 23 sad el il 1 (08)ad) J gl

Tubin’s Qg 3sas Anslial) Zusmssall Ao Jiar gl kiall
saalie 300 =claaliall 2 N=50 T=6 2020 —2015:5 ) Apaniil) ol paaial)
il ey Z 2sal
constant
coef p.value
18.87809 0.000
0.0813602 0.000 ROE
0.1138503 0.037 ROIC
0.0365516 0.000 Wace
10.4871 0.000 LF
34.29344 0.000 SOLV
0.0168291 0.000 DIV
2.457372 0.000 STRA
0.9156 Adjusted R
1146.24 F statistic
(0.0000)
300 N of OBS

STATA16 clajia e alaeWh llall dlae) (e @ jiuaal)
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:(Student Test —cuid g duilan]) 5,084l allaall Auibasy) 4 ginal) L) ¥l

e Aygiee Al chriadl Ldlaa¥) adll IS G el 08 a8 Jsaall Pl (e Ll
Ji a5 (5ig=0.000) Jasaill AdlSs & Sidial) JHinall uaiall L ginall (ggine Cialy Cun (%5 (S5ine
gl (gwe ciald LS Gga o il Jare i daall Wl %5 dysieall (S5ie (s
S Gy o Dl Jaee arial dasilliy %5 Gasinall (s5ine o i QS a5 (sig=0.000)
il AT dea oo %5 Aasinall (ina oo BB AV a5 (0.037) Ausinall (e Ciali el
il 2%5 dsiad) e e JB Ll g (sig=0.000) I ad)ll el dgieall (s
Aol Wl 6%5 Lginall (s5ine (e BT (a5 (5ig=0.000) Aisinall (g5ima ciald L) 53l uaial
%5 Aysinall (s5ine cre Sl AV 55 (5ig=0.000) Asieall (sivee il LY Cilays A kil
%5 Aasiaall (e (e Ji U s (sig=0.000) Jsal) IS aial Lysinall (gima iy 1yl
iad 8 i) sl i) 8 sl i Aalall cluaially Jiieall usil of ) ed L laag
L3805 (Ssire S A 3all
(R-squared — a3l Jalaa) (32861l g2 LS Ll

JR-squared 2 Jalas dad o 2aad oDl 08 a8y Joaall (2 3saill il (pe B
Agniall Coil) Ll cdnsgall Gad o %01.56 sauis b aalud Aliswall churiall of (60,9156l
LSl (L s e Laals Znlaidl dalse) zisall (B Leabal o o A1 Chstie d8 (e Bpbe o4
a5 %91.56 & 38 Cum adije 4l el oMol waatll Jalee ) plaillys Uadl) (als 6 ds )0
DA @ysig ayon Aapad) Lelicall Glangall dad b Alalall @l e %91.56 of e
Aalall chyially Al ded 8 il Jfdl il S e Byede 2020-2015 854l
S il pustias seall Jladl Gy o el Jaees ALl GBgin o Slall Jane & Abiaiall
L Bygieadl of Lad (il dga e L Jsa¥) S 135 Aol ~ LY Auas AW 5Dl
eobdl) zisall Baga e dn ey ¢ %5 Aysieall (e o JB a5 (5ig=0.0000) il z3sail
osgall dad 8555l Jalgall [l 8 adieal)
(F-Statistic — dud 4ilaal) zgaill saga HLud) GG

o (Rasina) IS peitl) il il Gpgiee ladl 8 oplal) st aladn) LKy

il Gaaat de gene€ Lyl cpaiall cul€ 1)) Lo lidl oKadll (e JAT a5 i) il
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G paall i sa Al da L ojlad) bl (il o Jadl) oS e caldl) juanall e L
GV 5 ) sl Agalge B spall dyslue (1585 Radine (51 JSS Aaatl] el of e iy
O ey 138 (8 adall iagh Job 5136 ¢ jeall (e Calias Alaai) Aadee V) e aag adl Gai
Jsd 5 panll (ash by o513 W caalill il e Lpasa Ll 35 Y de saneS dpmil) il puxial
5 el snd) e Wags il f5 Ao seaeS Gl chaia) o pecy 138 ol deadl (a8
i Laa) aladiul Agieall Ll (e of oSa 4de
a1 146,24 55kt z 35l F(7,243) i Ailian) o Jaadl o2kl 08 a8y Jsand) DA
Ligina Cibias 3,08al) daleall o (510.05 Gisine gsinn o Lol J8 2250.0000 = <y ddllaia)
Lo <0.05 Aasine (Grime die alena 8 dygina Adlian) Ao Al jakal) zagaill 8 Ul ¢ jhall e
Lo il 5 A paneS 2 3gail) ildes JS (6 ¢SS Ailian) dygine z3saill of 5t O W ey
Apeetil) haiial) ma 3kl z3gal) Bsd Lol V) eles Al 8 A5l dga e ) aiall e
Al Clysid) 5 el G DB Gazsd o e b (0.0000) Liall ol (gl LIS
Aami€y Al chridly eUadY) o S LUV U8 Ssas aie S5 S eV cAlias

tlan) Baldll (e Jphe z3paills dale
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z 9ailly Aalald) daclidl) JSLial) Al : ualdd) Callaal)

o8 of GLiY 5 cclalid¥l (e dae Lulil e (OLS) dualall (gyoall cilanyll danyk o5
Alall rraall Glasyall A2yl G585 Lails Alla 4 5 0 @l Y 2B 5 adlgl) b jdlen S8 alial Y|
Aph o Llg s s B W alaa¥) dae dolaidy) clilal) uld G plasidl dalla
Gaainy Apalai®y) Gl Cilabee il LD Adphll A s ¥ Al greall Gl
Aasdle ST (Al duld ()l e Alall sda b Caal

Al grall lanall ik leulid Sloagi ) clal @) i ol 13 AT Sea
APl e bl daphall 038 e Jead U Asldll JSLEA ey sels e i 13 old &l
GHLEAY) Gans el bide ety clal V) oda il (o Hids s cdaalai®y) ciliall il
Leaal Anll) JSLEQD) (e Ao sana Glsiall 138 8 (pas Cign s chanldl) ulaall Gans (reddis
ol @l aae g SN dala V) Al
sUad¥) o I Bl Laa) <Yl

Gl Dlelae (uld 3 A aae agag Ao o ) JSLaRl aal I3 dal,¥) ey
35ns G ple das (S BLEY) jad LS Al (graall Glaall Ayl pladin) vie dalady]
W L) A i e sale stV z3la i ¢ gutal) Guil saalaall adll o b))
A adl Il )Y) ales dad 0sS5 Alad) 030 (3 5 (Slsdell aall A0 a8l (b)) 39
slhadl) 8 e 3l 5 clesg b Goa Lo lad of 5 a5 pall Bgglae g sl aall
aals ot cllia ang 38 4l (ol 3ye o ST Wadl) s )SEl oo Ayl 3001 ol ally Aualal)
all e AT (ghwe v Spdall aall 4 sell gag Lo AW clpl US4 Sy 4y

Aoeal)

el Ay o o Al Al S Y As ) e 06 3 Al s saae JIKET 1A dala DU
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- xtserial FIRMVALUE ROE ROIC WACC LEVERAGE SOLVABILITY DIV STRA
Wooldridge test for autocorrelation in panel data
H&: no first-order autocorrelation

F( 1, 49 5.366
Prob > F ©0.0248

STATA 16 wlajia Ao alaeYh cllall slac) (e juaal)

O i e 1005 e Lebas JiI AdlaaY) dadll o Wooldridge LLad) A e Jaadls
53 gasall o) Jadl) (e ey apaiall eUadYl o SN Lala Y] AlCEe Lo (g5iny akall 3 sal
Al USSR 038 (e Slay A3 EY)
Lpaeadll) Epiiall G BV A s @ Ll

Mingy oz dsall & Al cOKaA) aal e Aol bl o Sl Lala¥) e
Cum Agpudl) @lyial) Ga e Lala ) ACEe GLESY culi] ulie o culidl) slay) 5350
AU5a dgag Liiel aall 8 (e Aoyl i) G Balsy¥1 ol 13 %70 Laliy) Jeles e ading
z3sall e Al @lhta) aal s Cagy Al oda Ay ol Sl gy LalsyY)
ol i) £ 3saill Ll N1 Adghias (e ool 10 ) Jsaally Lloy¥) ASae (e paliill

Al

179



Lsjal) dad Ao (ogail) 42085 000 ducild Lafya 1 BN Judl)

bl e G bl Jali ) 3 ghias 1(10) By Jgaal

FV ROE ROIC | WACC LF SOLV DIV STRA
FV 1.0000
ROE 0.8942 | 1.0000
ROIC 0.7812| 0.1123 | 1.0000
WACC 0.5744 | 0.0439| 0.1768 | 1.0000
LF 0.9202| 0.2344| 0.3565| 0.2873| 1.0000
SOLV 0.6894 | 0.1848 | 0.4568 | 0.2376| 0.2301| 1.0000
DIV 0.5357| 0.1332| 0.2357| 0.4679| 0.1128| 0.2307| 1.0000
STRA 0.5944 | 0.1894| 0.1769| 0.1290| 0.2357| 0.1127| 0.2345| 1.0000
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(Heteroskedasticity) ¢plidll @l ase jLad) WG
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Modified Wald Lol (11) a8) Jgaal)

Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model

HB: sigma(i)*2 = sigma"2 for all i

chiz (58) = 1.9537
Probzchi2 = @.2659
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Jaxall Bl 3ai :(12) ady Jgtad

. wtserial FIRMVALUE ROE ROIC WACC LEVERAGE SOLVABILITY DIV STRA , output

Linear regression Mumber of obs = 250
F(7, 49) - 4966.32
Preb » F = 2. 000
AR-squared - B.9890
Root MSE = 4. 8859

{5td. Err. adjusted for S0 clusters in COMPANIES)

Robust
. FIRMVALUE Coef. std. Err. t P> |t [95% Conf. Interwval]
ROE
Dl. ~-BTSEBET - BB4E305 15.64 Lt -BE59613 BES4121
ROTIC
D1 - 1115448 - EE341 -1.76 @.a85% - 2389717 SB1SEEZR
WA
D1. LAS6T24 1477344 B.31 B2.759 = . 251211 . 3425557
LEVER&AGE
Dl. 11.27076 LATFTFZ23E 62.47 2. B 18, 71461 11.42649
SOLVABILITY
Dl. 36 BEOL B.482073 4.25 D . e 1922364 53.11437
DIV
Dl. . BATEIBE 218256 .75 8.459 - B129616 -B2B25ET
STRA
Dl. -2.233927 3.448455 -@.65 @.528 -9.163857 4696083

Statal6 Ao alaie) Cllhll dlae] (e 1 jdaal)
Gy L) z3sall Aelua oSay oDlel 12 a8y Jgaall 8 Jaeall L) z3gas il o ol
;) Adalel)

Firm value= 18.87809+0,045wacc+0,07SROE-0,111ROIC+11,07LEV+36,06 FOLV
0,000) (0,759 0,0000 (0,085)  (0,00000 (0,000

prob>f=0,000 R squered=0,9890
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COMPANIES YEAR | VALUE ROE |ROIC | WACC LF|SOLV| DIV| STRA
LINDE PLC 2015| 6,645036 30,4| 10,13 6,34 2,1 0,24| 0,54]0,856652
2016 6,650965| 31,88] 9,95 6,68 1,9 0,26] 0,58]0,851024
2017 7,369223| 22,59 7,63 7,13 ,5| 0,29 0,73]0,839254
2018| 1,655070| 15,21 3,7 4,38 0,3 0,55| 0,26]0,815047
2019 2,318414 4,54 291 3,5 0,3 0,57| 0,88]0,880478
2020 2,958128 5,191 3,42 4,44 0,34| 0,52 0,9]0,875052
Ecolab Inc 2015 4,900600| 14,09] 8,63 7,55 0,94 037 0,4/0,761424
2016| 4,956448 17,8 8,41 811 0,97| 0,38 0,34]|0,766558
2017 5,119420] 20,78 9,65 7911 097 0,38 0,3]0,769836
2018| 5,296549| 18,34| 9,09 6,56| 0,88 0,4] 0,35]0,766974
2019 6,407371 18,68 9,91 5,07 0,8] 0,42| 0,35]0,768652
2020| 10,435691| -14,18| 9,28 6,721 1,221 0,33] 0,46|0,724153
DUPONT DE 2015 1,275910] 30,52] 9,35 6,711 0,68 0,37| 0,28]0,647605
NEMOURS INC 2016 1,264720 15,4 9,76 7,88 0,82] 0,33] 0,52]0,702444
2017 0,783500 1,81 0,09 8,66/ 0,34]| 0,52| 13,9]|0,740362
2018| 0,610331 3,93] 0,88 7,84 0,13 0,5]10,13]0,325783
2019 1,156757 0,73| 3,03 6,65| 0,43| 0,59| 3,22|0,855914
2020| 1,358357 -7,42| 2,58 7,63 0,57 0,54 010,846595
INTERNATIONAL 2015| 6,021137| 27,81| 17,34 6,59 0,62 0,43]| 0,34/0,611803
FLAVORS & 2016 5,739406| 25,18] 13,3 9,07] 0,82] 041 010,599452
FRAGRANCES 2017 7,154712| 17,86 9,23 9,211 0,97 0,37 01]0,587519
2018| 2,373100 8,74 5,92 5421 0,76 0,47 0]0,771821
2019 2,216077 7,44 4,96 501 0,71] 0,47 01]0,778581
2020 1,959669 74| 4,96 501 0,71 0,47| 0,74|0,774279
LYON 2015| 5,840054| 60,12| 26,07 7,091 2,23] 0,29| 0,32]0,569847
DELBASELL 2016| 5,730127| 60,84| 21,67 6,95| 1,49 0,26| 0,36|0,590521
INDUST 2017 4,864198 65| 26,86 7,871 0,96 0,34| 0,29]0,552087
2018 | 3,046154| 48,776| 224 8,22 092 0,36| 0,33]0,626353
2019| 3,917081| 36,98 14,47 8121 1,69 0,26 0,43]0,687531
2020 4,262340| 15,48| 7,82 7,78 2,121 0,23| 1,18]0,663245
ALBEMERLE 2015 1,931379| 14,52 7,89 9,55| 1,17 0,34| 0,43]0,809230
CORP 2016| 2,552031] 18,26 6,2 11,39 0,62 0,47 0,31]0,594903
2017 | 3,847473 1,47 0,34| 14,19 0,5 047| 2,61]0,680299
2018 | 2,270103| 19,11 9,43 8,57 048] 047| 0,21]0,736349
2019 1,969795| 14,19 7,82 8,31 0,81 0,4| 0,29]0,774364
2020 4,056000 9,64 5,5 10,04 0,86 0,4| 0,42]0,782349
WESTLAKE 2015| 2,165869| 20,82| 17,31 11,38 0,23] 0,59| 0,14]0,609432
CHEMICAL 2016| 2,048664| 11,69 7,8 11,15 1,09 0,32 0,24|0,778880
CORP 2017 2,828731| 31,06] 16,6] 12,34 0,79 0,4 0,08]0,713233
2018 | 1,520800| 19,04| 11,76 8,88 048 048] 0,12]0,755042
2019| 1,537029 7,35| 5,36 9,35 0,65| 0,44| 0,32]0,793228
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Gadal)

2020 1,808716 4,93 4,76 834 0,68 0,43| 0,47]|0,753104
HUNSTMAN 2015 1,870066 5,78 8,81 9,66 3,33| 0,15] 0,31]0,609572
CORP 2016| 3,500917| 23,89 7,09] 11,49 3,24| 0,14| 0,36/0,613124
2017 3,051329| 32,56 9,44| 15,12 0,88] 0,26 0,3]10,416341
2018| 1,782810| 13,11| 10,58 10,22] 0,92 0,32 0,26]0,628065
2019 2,016694| 21,59 7,29 83| 1,05/ 0,32] 0,38]0,548678
2020 1,934516| 33,55| 8,71 8,07 0,8 0,4] 0,92]0,629369
QUAKER 2015| 2,752405| 13,89] 11,95] 10,58| 0,22] 0,55| 0,32]0,474050
CHIMECAL 2016| 4,218266 15,7 12,36 10,9 0,17] 0,58| 0,29]0,456647
2017 4,922951 4,97 5,7 915 0,16 0,57]| 0,92|0,437673
2018| 5,447885| 14,05| 14,39] 10,71 0,08] 0,61| 0,33]0,409859
2019 2,351630 3,76 6,77 11,71 0,78 0,44| 0,73|0,748772
2020 4,015682 0,53| -0,47| 10,06 0,75| 0,45| 3,58/0,739194
GENERAL 2015| 1,279533| 25,72] 4,93 6,68 1,58 0,2] 0,23]0,642849
MOTORS 2016 1,192334| 22,52 4,05 598 1,71 0,2| 0,25]0,656263
CORP 2017 1,639600| -9,84| 0,13 5191 2,69] 0,17] 6,91]0,676471
2018| 1,204971| 21,43 2,32 3,04 2,70 0,17 0,27]0,668807
2019 1,226131 16,32 2,58 3,45 2,5 0,18] 0,33]0,671141
2020 1,333333| 14,39| 2,67 4,46 2,46| 0,19 0,09]0,655938
STELLANTIS 2015 0,902750 2,04 1,15 2,060 1,65 0,16 01]0,564636
NV 2016| 0,873563 9,87 3,46 2,69 1,26] 0,18 0]0,619319
2017 1,411392| 18,42 5,54 7,58 0,86] 0,22 01]0,623325
2018| 1,008368| 15,57 5,7 9,511 0,59 0,26 010,604720
2019| 0,915835 24,6 4,66 8,33 045| 0,29 0,38]|0,643706
2020 1,109053 0,25| 0,23 9,321 1,05 0,24 010,579400
FORD 2015 1,981716| 27,78 2,95 3,28 4,64 0,13| 0,33]0,543906
MOTOR 2016 1,682386| 15,88 2,06 3,12 49| 0,12] 0,52]0,544188
CORP 2017 1,424173| 23,88| 2,27 3,14] 4,34| 0,14| 0,31]0,548152
2018| 0,866365| 10,28| 1,28 2,251 4,29 0,14 0,65|0,553095
2019 1,111111 0,14 -0,03 0,74 4,721 0,13 60]0,558876
2020 1,138601 -4 -2,26| -0,17| 5,31 0,12 01]0,563184
2015| 8,876391| 60,92| 15,01 6,65| 1,78 0,19] 0,35]0,572049
2016| 6,338202| 54,05| 16,85 9,26 1,65 0,2] 0,38]0,559144
APTIV PLC 2017 6,835616| 47,54| 15,74 92| 1,26] 0,27| 0,3]0,536445
2018| 4,629323| 31,58| 16,15 9,78 1,26] 0,28| 0,22|0,617228
2019 6,348262| 27,21| 13,66 11,9 1,25] 0,28| 0,23]0,604800
2020 4,461986| 30,18 7,72| 12,12 0,57 0,45| 0,03|0,572983
BORGWARNER 2015| 2,668519 16,1 11,98 8,771 0,72 0,4] 0,2]0,644765
INC 2016| 2,601583| 17,57| 11,14 11,67 0,69| 0,36| 0,19]0,670402
2017 2,897901| 12,69| 7,87 11,77 0,59| 0,38| 0,28]0,637924
2018 1,711330| 23.44| 1441 11,27 0,5 042 0,15]0,623081
2019 1,902632 16,7| 10,59| 10,75| 0,44| 0,49| 0,19]0,604618
2020 2,214800 7,78 6,34 9,18 0,6/ 044]| 0,39]0,525799
AUTO NATION 2015| 2,814151 20,21 6,14 6,07 2,59| 0,25 01]0,506745
INC 2016 2,119826| 18,48| 5,31 549 2,84 0,23 0]0,531312
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Gadal)

2017 1,983385| 18,57 5,32 481 2,775| 0,23 010,532905
2018| 1,183295]| 15,57| 5,36 498 2,43] 0,26 010,542053
2019 1,374117| 15,31 5,56 4,83 1,91 0,3 0]0,581618
2020 2,019095| 12,51| 5,87 6,76 1,4] 0,35 01]0,618037
LITHIA 2015| 3,376701| 24,38| 8,08 84| 236| 026| 0,11]0,417549
MOTORS 2016| 2,673385| 22,67 7,5 812 2,63| 0,24 0,12]0,405047
INC 2017 2,618488| 24,59| 7,35 7,191 2,74 0,23] 0,11]0,405723
2018| 1,466475 233 7,42 513 2,88] 0,22] 0,11]0,444465
2019| 2,323743| 20,38 6,73 486 2,57| 0,24 0,1]0,495233
2020 2916783 22,78 7,7 9,48 1,45 0,34| 0,07/0,577702
LEAR CORP 2015| 3,124650 23,3] 19,71 8,99 0,67| 0,31 0,1]0,437943
2016| 3,006359 23,8] 23,8 9,99 0,64 0,31| 0,09]0,429351
2017 2,846141| 35,74| 27,75 9,08 0,47 035| 0,11]0,446426
2018| 1,840875| 27,29| 23,49 901 047 0,36| 0,16]0,458581
2019 1,906350| 18,47| 14,87 10,29| 0,54| 0,34| 0,24|0,494756
2020 2,151089 3,6/ 4,38 9,15| 0,54| 0,34| 0,34|0,487668
IDEX CORP 2015 4,070670| 19,31 144 8,58 0,58 0,51| 0,34]0,692497
2016| 6,533168| 18,15] 13,35 8,74 0,66] 0,49| 0,38]0,737342
2017 5,364634| 19,66| 13,93 8,93| 046| 0,56| 0,33]|0,704706
2018| 4,808073| 21,16] 16,79 10,67| 0,43| 0,57)|0,0310,685377
2019| 5,781513| 19,99| 17,27 896| 041| 0,59| 0,35|0,669114
2020 5,990977| 15,73 14,6 6,93| 041 0,57| 0,41]|0,624585
SEABRIDGE 2015| 3,940000| -3,07| -4,51 -3,26 0 0 0]0,931526
GOLD 2016 4,300000| -2,49| -5,46 2,49 0 0 0]0,961362
2017 4,830000| -3,15] -5,89] -0,29 0 0 01]0,947344
2018| 4,700000| -5,24| -6,72 3,35 0 0 01]0,942190
2019 4,960000| -2,93| -3,05 1,71 0 0 01]0,957272
2020| 5,350000| -1,16| -1,62 6,69 0 0 010,899477
MATERION C 2015 1,159901 6,83 4,06 8,54| 0,003| 0,65| 0,23]|0,533484
2016 1,598708 5,27 5,07 9,64| 0,01 0,67 0,3]0,534413
2017 1,974005 2,32 2 6,89 0,04] 0,63| 0,71]0,480405
2018 | 1,644371 3,97| 13,72 9,58 0,03] 0,69 0,41]0,451250
2019 1,986301 8,7| 10,67 7,18 0,06| 0,72| 0,18]|0,423212
2020| 2,265449 4,11 5,98| 10,15 0,35] 0,56| 0,38]0,534562
KAISER 2015 1,950571| -26,43| 8,23 43| 0,25| 0,62 01]0,597722
ALUMINUM 2016| 1,704102| 11,61| 11,16 6,17| 0,46| 0,56| 0,35|0,545706
2017 2,401663 5,85] 591 6,35 0,5 0,54] 0,76]0,526354
2018| 1,957685| 12,34| 10,72 8,67 0,5/ 0,52 0,41]0,537703
2019| 2,397622 8,41| 11,25 8,64 0,71 0,48| 0,63|0,488860
2020 1,905913 1,69 8,9 7,54 1,2] 0,39| 3,26]0,399025
CEUR 2015| 0,888889| -75,26| -2,58 39| 1,16] 0,37 010,664770
MINING 2016| 2,138824 9,31-12,41 9,94 0,27] 0,58 0]0,688528
2017 1,708428 -0,17| 0,87 537 0,51] 0,48 01]0,735716
2018| 1,066826| -5,81| -1,05 3,95] 0,54 0,5 01]0,826219
2019| 2,927536| -4491| -6,64 7,15] 0,46]| 048 01]0,847381
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Gadal)

2020 3,315018| -35,96| 1,92| 12,03 0,47| 0,48 010,825542
HECLA 2015| 0,533898 -6,4| -4,75| 11,18] 0,39 0,6 01]0,878691
MINING 2016 1,401070 4,33] 3,79 822 0,35] 0,62| 0,06]|0,877261
2017 1,084699 -1,98| 13,78] -0,21] 0,35 0,62 010,862997
2018 0,674286 -1,72| -0,39| -0,22| 0,32 0,63 010,939310
2019 1,046296 -5,92| -1,27| 10,83 0,32 0,64 010,932090
2020| 1,800633 -1,57| 2,33 14,5| 0,31] 0,65 01]0,910064
ENDEAVOUR 2015| 2,897959]| -123,33| 1,88 -4,13] 0,46] 0,45 010,428959
SILVER 2016| 3,355577 4,25 7,72 2,241 0,07 0,74 010,371745
2017 2,080070 6,92 9,16 3,55 0| 0,82 010,504479
2018 1,942186 -8,54|-10,42 5,32 0| 0,82 01]0,559322
2019 2,779700| -35,93|-36,21 2,98 0,08] 0,75 0]0,613317
2020| 5,637813| -28,93|-25,24 93] 0,09] 0,75 01]0,551479
CHEVRON 2015 1,109111 2,98| -1,56 83| 025 0,58] 1,75]0,869850
CORP 2016 1,529565 -0,33| -0,46 878 0,32] 0,56 0]0,886115
2017 1,609747 6,26 1,33 8,82 0,26] 0,58]| 0,89)|0,887473
2018 | 1,339448 9,8 4,58 73] 0,22 0,61 0,58]0,865987
2019| 1,572827 1,96 0,02 6,18 0,19] 0,61| 3,09|0,880684
2020 1,206475 -4,02| -2,33 8221 0,26] 0,55 010,891246
EOG 2015| 3,007222| -29,52| -0,3 74| 0,51 048 01]0,903886
RESOURCES 2016| 4,170792 -8,15| -1,97 8,62 0,5 048 010,884467
INC 2017 3,833393| 17,07| 21,72 844 0,39 0,55 0,15]0,890088
2018| 2,611860| 19,18| 13,55| 10,18 0,31 0,57| 0,13|0,850975
2019| 2,252218| 13,34| 9,51| 10,93| 0,26] 0,58| 0,22]0,857939
2020 1,548276| -1,46] 2,61 12,54 0,3] 0,57 010,854736
PHILIPS 66 2015 1,877149| 18,92 8,91 9,951 0,39 0,48]| 0,28|0,747715
2016 2,002085 6,81 2,08 7,59 0,45 043]| 0,84|0,754516
2017 2,025431| 21,48| 6,59 7,9 0,4| 0,46| 0,28|0,735337
2018| 1,594189| 22,47 9,68 7,03| 0,45| 0,45| 0,26|0,756749
2019 1,972557| 12,39 6 7,71 047 042] 0,52]0,754854
2020 1,582503| -12,14| 0,06 9,511 0,74| 0,36 01]0,763785
EXXON 2015 1,896594 9,36 3,1 7,771 0,23] 0,31 0,75]0,873431
MOBIL 2016| 2,237481 4,64 0,95 6,77| 0,26] 0,51| 1,59/0,874616
CORP 2017| 1,888889 11,1 4,72 6,07 0,23] 0,54| 0,66|0,864826
2018| 1,506296| 10,98| 4,82 7,21 0,2 0,55| 0,66]0,861428
2019| 1,541418 7,48 2,9 8,01 0,25| 0,53| 1,02]|0,861962
2020 1,097712| -12,18| -7,12 8,69 0,39 0,5 010,864002
TREX CO 2015| 10,117021| 41,85| 30,69| 18,12 0,006 0,55 010,532877
2016| 14,122807| 54,14| 41,06] 15,19 0] 0,61 010,523035
2017| 13,756345| 52,07| 45,26 14,09 0| 0,71 010,543838
2018 | 10,129693| 46,87| 49,01 13,05 0| 0,74 010,419050
2019 11,642487| 36,54| 41,87 12,99 0,09| 0,76 01]0,488011
2020| 17,812766| 35,43 331 10,06/ 0,07| 0,76 010,522556
OWENS 2015| 1,457843 8,88] 6,21 7,02 0,5 0,51] 0,24]0,794158
CORNING 2016| 1,509810| 10,36 7,25 7,46| 0,55 0,5| 0,22]0,795117
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Gadal)

INC 2017 2,462898 7,22 5,8 6,03| 0,58] 0,48| 0,32]0,770042
2018| 1,124521] 1291| 7,74 7,821 0,79 0,44| 0,17]0,793266
2019 1,532596 9,09 6,15 86| 0,69 046| 0,25]0,794024
2020 2,123914| -13,5| 10,62 87| 0,84 041 01]0,719834
BOEING CO 2015| 15,220000| 68,96 8,05 6,02 1,57 0,07 0,49|0,277267
2016(117,939394| 140,69| 8,47 87| 12,18] 0,01] 0,58]0,305666
2017]105,325000| 683,54| 11,43 9,711 6,71 0,02| 0,41]0,241790
2018(537,500000|1047,92| 11,92 10,63| 40,85 0] 0,38]0,251613
20191 -21,277596 0| -0,78 8,86 -3,2| -0,06 010,234956
2020| -6,645762 0/-10,63 9,14 -3,49| -0,12 010,200439
BWX 2015| 12,607143| 20,79| 5,92 3,98 1,1| 0,19] 0,24]0,528989
TECHNOLOGIES 2016| 26,291391| 88,06| 15,14 4,79 3,5 0,11 0,21]0,560759
2017| 21,076655| 67,91| 10,78 6,42 1,78 0,17| 0,29/0,490070
2018 | 15,477733| 87,11 16,1 7,64 3,26| 0,14| 0,28]0,672508
2019| 14,641509| 76,31| 15,47 9,08] 2,04 0,21| 0,27]0,669984
2020| 10,251300 61,8| 15,26 6,59 1,64| 0,26| 0,26|0,666196
L3 HARRIS 2015 2,799782| 12,79 5,99| 10,43| 1,53] 0,26 0,7]0,756946
TECHNOLOGIES 2016| 3,402936| 10,04 6,58 74| 1,48 0,25] 0,41]0,781497
2017| 4,455882| 18,15] 6,41 7,831 1,38] 0,29| 0,42]0,794549
2018| 5,216167| 22,53| 8,06 7,43 1,16 0,33| 0,39]0,774236
2019| 12,450955| 28,58| 10,62 6,81 1,05 0,33] 0,35/0,745181
2020 1,958148 9,25| 7,58 5,54 0,37 0,56| 0,66|0,835904
SCHLUMBERGER 2015| 2,459450 5,64 8,77 9,18] 0,53| 0,52| 1,23|0,604264
LTD 2016| 2,843835 -4,4| 3,25 7,55| 0,48 0,53 010,693043
2017 2,531555 3,86 5,91 6,37| 0,49 0,51 010,743050
2018| 1,379732 5,86 4,62 7,03| 0,44| 0,51| 1,31/0,776887
2019| 2,342657| -33,83| 5,86| 11,72 0,64| 0,42 01]0,724215
2020 2,514977| -58,71| 4,17 11,45 1,4 0,28| 0,47]|0,695550
KINDER 2015| 0,947302 0,62 1,48 5771 1,23] 0,42] 19,3|0,966423
MORGAN 2016 1,341321 1,58 2,13 4,58 1,16] 043 210,958955
2017 1,191167 0,06| 0,46 291 L,13] 0,43 5010,965657
2018| 1,032908 4,38| 3,87 325 L11] 0,43 1,1]0,927447
2019| 1,420805 6,46| 3,67 561 1,02| 0,46| 0,99]|0,956336
2020 0,984161 0,33 1,3 5,73 1,1| 0,441 20,75]|0,955497
WILIAMS 2015| 3,130329 -7,65| 2,21 6,34 398| 0,13 010,968849
COMPANIES 2016| 5,030695 -7,86| 3,07 7,94 5,06 0,1 01]0,968784
2017 2,608212] 30,41| 17,94 71 2,17| 0,21] 0,46]0,952990
2018| 1,823821 -1,28| 2,58 7,331 1,53| 0,32 01]0,967684
2019| 2,156364 6,05| 3,59 6,96 1,67 0,29| 2,14|0,965682
2020 2,302419 1,7 0,72 748 1,86] 0,27| 8,32/0,968344
HONEYWELL 2015| 4,148086| 26,53| 14,18 746| 0,66| 0,37| 0,36|0,593257
INTERNATIONAL 2016| 0,429132] 25,57| 11,45 7,16| 0,82 0,37 0,4][0,574146
2017| 6,680164 8,61 3,48 7,51 1,08] 0,28] 1,37]0,562771
2018 | 5,301766| 39,01 13,95 8,48 0,89 0,32| 0,34]0,578315
2019| 6,805075 33,5| 12,73 8,18 0,9 032| 0,4]0,585831
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2020 8,504598| 26,34| 10,63 7,11 1,26 0,28| 0,54|0,563760
GENERAL 2015 2,856870| -5,42| 0,79 4,75 2,01 0,2] 5,41]0,402526
ELECTRIC 2016| 3,504037 7,86 5,45 6,08 1,8 0,21 1,09]|0,524570
2017 2,600000| -13,53| -0,82 5,66 2,4 0,15 010,585630
2018 | 2,044944| -52,41| 2,87 4,02 3,34 0,1 010,442560
2019| 3,444444| -18,34| 1,54 6,39 3,32] 0,11 01]0,476320
2020 2,637931 16,38 1,02 5,83 2,11} 0,14] 0,07|0,618843
MARATHON 2015 2,079422| 23,75| 10,44 9,7 09| 0,31] 0,22]0,780239
PETROLEUM 2016 1,960670 8,76 4,88 9,45] 0,78 0,31| 0,62|0,765812
CORP 2017 2,285417| 24,86| 11,48 10,62| 0,92 0,29| 0,23|0,726772
2018| 1,140731 11,29 7,05 9,43] 0,78] 0,38] 0,35/0,806079
2019 1,160439 7,66 5,62 8,69 0,93] 0,34 0,53]0,795345
2020 1,198493| -36,01| -2,03 9,44 1,49 0,27 010,688169
Halliburton Co 2015| 1,884828 -4,23| 641 742 0,99 0,42 0]0,456716
2016 4,976081| -46,34| 2,14 7,74 1,32 0,35 01]0,564185
2017 5,128017 -5,26| -6,5 3,25 1,31 0,33] 0,38/0,570381
2018| 2,431839| 18,56| 12,57 1,6 1,08] 0,37 0]0,570818
2019 2,680175 -12,9| 10,08 9,96 1,42 0,24 01]0,558183
2020 3,362989| -45,36 6,8 17,12 2,18 0,32 01]0,541828
ENTERPRISE 2015 2,537698| 13,15 6,94 7,01 1,11 0,42 1,2/0,911924
PRODUCTS 2016| 2,597502| 11,87 6,62 6,63| 1,08 0,42| 1,33/0,874928
PARTNERS LP 2017 2,541707| 12,55| 6,89 6,6/ 1,09 041] 1,28]0,880444
2018| 2,251832| 17,98| 9,32 6,69 ,L1| 0,42] 0,9]0,893611
2019| 2,489832| 18,89| 9,98 6,21 1,12 0,4| 0,84|0,872629
2020 1,785901 15,09 8,49 7,871 1,191 0,39] 0,86]0,862040
YL XYLEM 2015| 3,125000| 16,15| 11,08 9,021 0,61 045] 0,3]0,569465
INC 2016| 4,057377| 12,17| 17,65 9,52] 1,08 0,34| 0,43/0,717156
2017 4,902948| 14,11 7,48 7,6/ 0,88 0,37 0,39]0,698105
2018| 4,332468| 20,83 11 837| 0,83] 0,38]| 0,28]|0,710053
2019 4,801341 14,01 11,19 7,79 0,8] 0,38 0,43]0,682231
2020| 6,210494 8,57 7,52 6,22 1,04| 0,34| 0,74|0,597371
GENERAC 2015| 4,216714] 16,27 9,55| 10,26] 2,25| 0,26 01]0,644665
HOLDING 2016| 6,365625 22,2 8,67 8,78 2,63| 0,22 010,634409
2017 | 5,576577| 33,23| 13,04 7,32 1,68| 0,27 01]0,592794
2018 | 4,060458| 33,51 173 7,64 1,22 0,31 01]0,538335
2019| 6,096364| 28,25| 16,31 8,06/ 091 0,39 01]0,551388
2020 | 10,426868| 28,94| 19,14 6,62 0,77 0,43 01]0,483922
ARISTA 2015| 6,727744| 17,73| 37,91 8,23| 0,05] 0,68 01]0,159981
NETWORKS 2016| 6,183387 19,3 | 34,98 8,44| 0,04 0,64 01]0,117409
2017| 10,447007 30,5| 58,63| 10,14 0,02 0,68 01]0,078830
2018 | 7,437346| 17,24| 93,52| 13,41| 0,02 0,7 01]0,119079
2019| 5,368171| 34,12| 75,19] 12,31 0,03] 0,69 01]0,170609
2020 7,541932| 24,51 54,83 8| 0,02 0,7 01]0,169584
ILLINOIS 2015| 6,454039| 31,54 17,2 7,64 142 033 0,4]0,572764
TOOL 2016| 1,831974| 42,94| 18,98 891| 1,84 0,26 0,42]0,597368
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Gadal)

WORKS 2017| 12,423678| 38,17 15 875 1,82 0,27| 0,59]0,566269
2018| 12,771169| 65,39| 22,64 874 2,27 0,22] 0,47)|0,611432
2019| 18,988372| 80,29| 223 8,58 2,62 0,2| 0,54]0,585015
2020| 20,408408| 67,96| 20,07 6,78 | 2,55 0,2] 0,67]0,570651

EATON 2015 1,572205| 12,73 7,27 8,28 0,55| 0,49 0,52)|0,786553

CORP 2016| 2,015925| 12,71 7,34 7,78 0,55 0,49| 0,54|0,769228
2017 2,014533] 18,54 7,84 7,6 045| 0,53] 0,36]0,744444
2018| 1,805892| 12,86| 9,07 7,811 047 0,52| 0,54|0,755886
2019| 2,434336| 13,74| 8,34 7,721 0,54 0,49] 0,54|0,733943
2020 3,251421 9,09 5,25 502 0,56 0,47 0,84]0,711601

ROPER 2015| 3,612983| 13,85 8,6 7,16] 0,62| 0,52| 0,15/0,841376

TECHNOLOGIES 2016| 3,215314| 11,88 6,5 8,33 1,07 0,4| 0,19]0,875785
2017 3,867403| 15,36| 8,18 9,36| 0,75 0,48| 0,11]0,877130
2018| 3,561197| 12,94| 7,64 8,56 0,64| 0,51] 0,18]0,894361
2019| 3,884953| 20,52 7,32 7,35] 0,56 0,52| 0,11]0,889558
2020 | 4,449272 9,51 5,36 6,36 0,91 0,44| 0,29/0,927063

CUMMINS INC 2015| 2,082091| 18,46| 14,81 8,99 0,22] 0,49| 0,45]0,474891
2016| 3,344018| 19,52] 12,53 891 027| 0,46| 0,49]0,486342
2017 4,031956| 14,14] 7,21 6,82 0,28 0,4] 0,71]0,506058
2018 2,873361| 29,31| 14,85 9,05| 0,34 0,39| 0,34|0,484944
2019| 3,592853| 30,43| 14,77 9,54 0,38] 0,38| 0,34|0,524396
2020 4,197006| 22,98] 10,11 7,14] 0,057 0,36| 0,44|0,474143

SIMPSON 2015| 1,935941 7,921 10,99 11,92 0| 0,88 0,45]0,386981

MANUFACTURING 2016| 2,397260| 10.46| 14,4| 12,04 0| 0,88 0,38]0,402798

COR 2017 3,032752| 10,58| 12,83 10,3 0| 0,85| 0,42]0,437380
2018| 2,847449| 14,55| 16,79 11,85 0| 0,84| 0,32]/0,412916
2019| 3,975719| 15,33] 17,59| 10,26 0,04| 0,81| 0,31]0,414612
2020 4,175603| 19,97| 22,75 8,75 0,04 0,8 0,22]0,388483

Emerson 2015| 3,576518| 29,78| 13,28 7,811 0,85] 0,37| 0,51]0,545047

Electric 2016 4,631266 20,9| 11,82 75| 0,88 0,35| 0,78]0,516381
2017 4,625460| 18,64| 13,63 9,060 0,53| 0,45]| 0,76|0,578743
2018 | 5,385373| 24,94| 17,75 9,391 0,53| 0,44| 0,56|0,675380
2019 4,959941| 26,85| 16,83 9,68 0,7 0,4| 0,53]0,651705
2020 4,660270| 23,62| 15,72 8,75 0,94| 0,37| 0,62]|0,615156

GURU FOCUSgise (e alaieWh altall alae) (e 1 jnuadll
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Zahll Cyaial ieasl) slaal) 1(02) a8 (alal

Variable

FIRMVA~E overall
bhetween
within

ROE overall
between
within

ROIC overall
bhetween
within

WACC overall
between
within

LEVERAGE owverall
bhetween
within

SOLVAB~Y owverall
between
within

DIV overall
bhetween
within

STRA overall
between
within

28,8356

9.167233

7.828267

1.14922

4828333

1.@l2837

.6826962

74,
47.
53.

11

.57286
1a.

32159

5.481687

2.832464
2.232896

1.

78746

2.6824992
1.45627
2.192185

1839411
LATETT4AT
.B587728

4.,891397
2.829237
4.138657

. 2351638
. 2863851
1159826

-21.2778
1.836827
-139.7818

-123.33
-3B8.92667
-383.4827

-36.21
-8.8516867
-18.1911

-4.13
1.781667
. 2169333

-3.49
a8
-11.44411

-.12
-.B133333
1383667

a8
a8
-13.68796

LB738297
L1359152
. 38856

537.5
124.6768
415.9958

147,92
323.5183
744.4373

93,52
59.17867
43.51857

18.12
13.91867
14.938693

48,85
9.183333
32.89589

. 88
8433333
.B6253667

B8
15.89
58.71837

2.394928
1.424887
2.296441

| Observations
+ ________________
| N = 366
| n 1]
| T = 6
|

| M = 388
| n = 1<)
| T = G
|

| N = 366
| n = 5@
| T = 6
|

| M = 388
| n = 1<)
| T = G
|

| N = 366
| n = 1]
| T = 6
|

| M = 388
| n = 1<)
| T = G
|

| N = 366
| n = 1]
| T = 6
|

| M = 388
| n = 1<)
| T = G

ouladll el 1(03) a8y (galal)

Specification Tests of Hsiao (1986)
H1 = Mull Hypothesis : panel is homogeneous vs Alternative Hypothesis : H2
HZ = Mull Hypothesis : H3 vs Alternative Hypothesis : panel is heterogeneous
H3 = Mull Hypothesis : panel is homogeneous vs Alternative Hypothesis : panel is partially homogeneous

Hypotheses F-Stat P-Value
H1 55.56685 6.79E-07
Hz2 0.559393 0.991188
H3 43.62882 9. 74E-06
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Ll 7 ales i =5l 1(04) ady salal)

Source | 55 df Ms Number of obs = 3686
------------- L 1 - - = 123.68
Model | 291188.578 7 41586.9397 Prob > F = @.eaaa
Residual | 19822.7463 292  B/7.8881173 R-squared = @.3382
------------- Fommmememmmmeeeeeeeeece e eeemeeeeee==  Ad] R-squared = @.4347
Total | 318931.324 299 1839.98489 Root MSE = 8.2393
FIRMWVALUE | Coef. 5td. Err t Pt [95% Conf. Interwval]
_____________ +________________________________________________________________
ROE | 1712639 1684493 @. 846 @.e7a . 1479517 .1945761
ROIC | -.1887271 .B49682 -2.83 @.eaae -. 1983409 -.B8@831843
WACC | .2332396 . 1966776 1.19 @.237 -.1538458 .B28325
LEVERAGE | 8.13581 4.339288 2.98 @.456 7.468893 g.883526
SOLVABILITY | 28.22918 2497757 1.48 @.357 22.38895 34.88941
DIV | -.233728 .B99598 -2.34 @.e28 -. 4299457 -.8375183
STRA | -.1584176 2.242287 -@.a7 @.5944 -4.571353 4,254518
_cons | -18.51354 2.384739 -7.83 @.eaa -23.16764 -13.85945
Fixed-effects (within) regression Number of obs = 3ee
Group variable: id Number of groups = S8
R-=q: Obs per group:
within = @&.9812 min = 6
between = 8.7245 avg = 6.8
overall = 8.9156 max = 6
F(7,243) = 1146.24
corr(u_i, Xb) = @.eee8 Prob > F = 8.eeas
FIRMVALUE | Coef. 5td. Err t P>|t| [95% Conf. Interwval]
_____________ +________________________________________________________________
ROE | .BE13082 . BE9135 8.91 B.eea .BB33662 . 8993542
ROIC | 1138583 8542115 2.1a B.837 .B2868348 . 2278658
WACC | .B365516 .B8lel954 4.25 B.aaa . 8284889 . 3555842
LEVERAGE | 1@.4871 2377887 44,12 B.aaa 1a.alas7 18.95534
SOLVABILITY | 34,29344 5.849851 .79 B.8aa 24, 34795 44, 23893
DIV | LBle8291 .Beesole 4,25 B.eea 8883176 . 1519757
STRA | 2.457372 LB452873 7.88 B.eea . 2874834 4.372658
_cons | 15.878@9 2.957689 G.38 B.eea 4.783913 23.85227
_____________ +________________________________________________________________
sigma u | §.2289123
sigma e |  4.893967
rho | .73871516 (fraction of wariance due to u_1i)
F test that all u_i-8: F(49, 243) = 23.45 Procb > F = @.08@0
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Random-effects GLS regression Number of obs = e ]
Group variable: id Number of groups = 5@
R-sq: Obs per group:
within = @.4718 min = 6
between = B.4228 avg = 6.8
overall = @.4292 max = 6
Wald chi2(7) = 2789.22
corr{u_i, X} =@ (assumed) Prob > chi2 = a.Beea
FIRMVALUE | Coef. Std. Err z Px|z [95% Conf. Interval]
_____________ +________________________________________________________________
ROE | 1131587 . BE99519 11.37 @.eaa . 8936454 .132856
ROIC | -.@868962 LB583841 -1.73 @.e34 -. 18545964 LBlleos
WACC | . 2838496 1723886 1.21 @.226 -. 1298162 . 5467895
LEVERAGE | 9.688219 . 2699789 35.86 @.eaa 9.153841 1e.21134
SOLVABILITY | 3@8.75348 3.478891 g.84 @.eaa 23.93855 37.57841
DIV | -.8745524 LB79348 -8.94 @.347 -. 2388716 .BB3B966E8
STRA | -2.2365 2.298747 -@8.97 @.331 -6.741961 2.268962
_cons | -18.81964 2.492666 -7.55 @.eaa -23.78518 -13.93411
_____________ +________________________________________________________________
sigma u | 3.471e271
sigma e |  4.893967
rho | .33467732  (fraction of wvariance due to u_i)
Al Glpsie cp  Jadd) bl Jalas 48 500a0 1(05)pd) 3alal)
| FIRMVA~E ROE ROIC WACC LEVERAGE SOLVAB-~Y DIV STRA
_____________ +________________________________________________________________________
FIRMVALUE | 1. @066
ROE | @.8942 1.6
ROIC | @.7812 @.1123 1.666a8
WACC | @.5744 @.a439 @.1768 1. aaaa
LEVERAGE | @.9282 @.2344 @.3565 @.2873 1.666a8
SOLVABILITY | @.e894 @.1848 @.4568 @.2376 @.238l 1. aaaa
DIV | @.5357 @.1332 @.2357 @.4579 @.1128 @.2387 1. 608
STRA | @.5944 @.1894 @.1769 @.1296 @.2357 @.1127 @.2345 1.ae8a
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