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Abstract:

The main objective of this study is fo analyze the factors affecting the profitability and risk of Jordanian
industrial companies. The study uses a sample of 53 companies from the industrial companies listed on the
Amman Stock Exchange from 2003 to 2011. This study applies three models; the first model expresses the
factors affecting profitability, and study the independent factors as the following: operating decision (assets
turnover), equity multiplier, the size of the company's assets in addition to the Industry Index, but profitability is
measured by return on equity. The second and third models are fo analyze the factors affecting the risk
represented by the following independent factors: asset size in addifion fo financial leverage, but the risk is
measured by the standard deviation of refurn on equity based on financial concept as well as the standard
deviation of the sfock price based on marketing concept as dependent variables of the model of study.

To achieve the objective of the study, a model to measure the relationship between the independent and
the dependent variables is built. The results indicate a positive statistically significant correlation between the size
of assels , industry index, and the equity multiplier as factors affecting profitability and at different degrees
significant levels , while there was no statistically significant relationship between asset turnover and profitability,
and as indicated by the results of the study there is a positive statistically significant correlation of tolal assets
and a standard deviation of the stock price as an indicator of risk, but low significant correlation, while there was
no statistically significant relationship to the variable financial leverage in equations as well , but there was no
statistically significant relationship is of variable fotal assets with a standard deviation of return on equity. Finally,
the study recommends that affention is given fo these decisions, which are important strategies in the company
and continue to analyze and determine the factors affecting the profitability and risk for the purposes of diagnosis
and analysis fo take advantage of them to maximize profitability and at the same time try fo reduce the risk fo a

minimum.
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ROE = Net Income / Equity
Stock Price (St.P) = [(Pr ¢- Pr «1) / Pr «1] *¥100
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Prei = dald) dill agadl aw huals ¢ Pre= aglall

: Lgie byl (e aaal CVaLaall oda aladinl o5 Eua
Sheel (1994) « Dalbor and Upneja ,(2002)
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B.EM+ey (1)
Risk (Standard deviation of ROE) =a +@,FL+j;
TA +ej----mmmmmmmmm- 2



Yove sl — e ol alaall — Glasi) il 5l 5 Csaall 6160 Alse

Table 1: Correlation Result for Model 1 (Dependent Variable: Profitability (ROE)

Ind. Variables Analysis R R? St. of estimate Sig
TAT 0.402 0.161 0.748 0324
TA 0.723 0.522 0.564 0.043%
I 0.648 0419 0.622 0.082%
EM 0.937 0.877 0.286 0.001***

Note: Asterisks (*), (**) and (***) indicates significance at 1% , 5% and 10% respectively.
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Table 2: Correlation Analysis Result for Model 2 &3 Risk (Standard deviation of RO Eand SP)

Ind. Variables R | R? | St. of estimate | Sig
St.D ROE
FL 0.090 0.008 0.484 0.833
TA 0.160 0.026 0.480 0.705
St.D SP
FL 0.559 0.313 0.284 0.149
TA 0.655 0.429 0.259 0.078*

Note: Asterisks (*), (**) and (***) indicates significance at 1%, 5% and 10% respectively.
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