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The impact of the option of financing with debts on the performance of companies
in light of the modern theories of the financial structure
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Abstract:

This research aims to clarify the impact of bormgvas a financing option on tt
performance Of companies, in light of the most important madéneories of the

financial structure, which are the signaling theand the pecking order theory,
was concluded that under information asymmetry, dig@aling theory considel
that the use of debts and the holding of managd@aes in the company is
positive financial signal for the financial markethich will positively affect itg
performance. While, the disposal of managers’ shamethe company gives

ne

t

a

negative financial signal, which leads reduce gggrmance, also, the increase
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the proportion of distributed dividends is goodnsigon the performance of the
company.

According to the pecking order theory, companiesehpriorities in selectin
financing sources, they prefers self-financingtfiemd when it is not enough, |it
resorts to external financing using debts theneissaw shares. Thus, according to
this theory, there is an inverse relationship betwperformance and borrowing.
The more companies rely on borrowing, the loweir therformance is.

Keywords: financing, debts, performance, signaling theoegking order theory
Jel Classification Codes: L25, G32, G10
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