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Abstract

The main purpose of this study is to investigate the effect of financial leverage on stock returns of companies
accepted in the petrochemical and basic metals industries. The statistical population of this research is all the
companies of the petrochemical industry and basic metals accepted in the Tehran Stock Exchange between 2009
and 2015. The number of these companies was 54. To test the hypotheses of this research, a regression model
was used using a randomized combinational method. The results of the estimation indicate that there is a
negative relationship between financial leverage and stock returns. In this sense, with the increase in debt
leverage and corporate debt, the company's stock returns declines. The existence of debt in the financial structure
of companies, due to the tax advantage, leads to increased accounting profit and, consequently, an increase in the
EPS rate, and, on the other hand, due to the existence of interest expense and the probability of default on
maturity, the risk of increasing the risk Resulting in lower stock market prices and, consequently, lower stock
returns.

Keywords: financial leverage, stock returns, petrochemical industry and basic metals, earnings per share
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