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* Generalized Methods of Moments
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The Response in Speed of Adjustment on Financial Leverage to Profitability in Private
Banks

Application of DPD Method and GMM-Sys Estimator
Abstract:

Decisions about capital structure as financial leverage is one of the most important issues in banks.
While emphasizing the analysis of effective factors on financial leverage, the aim of the study is to
evaluate the reaction in speed of adjustment to profitability in the 15 banks listed on the Tehran stock
exchange during 2010 to 2015. For this purpose, has been used the partial adjustment model and
dynamic panel data method. The results of the estimation by GMM-Sys estimator shows that the
banks move to the potaintial capital structure with speed of adjustment in 50 percent and within a year
could make up more than half of diviation in potaintial leverage. Profitability in accordance with the
peckingorder theory has negative and significant impact on financial leverage and it is also associated
with a reduction in the speed of adjustment. As well as growth opportunities and asset collateral in
accordance with the theory of peckingorder and static trade-off have negative impact on financial
leverage. tangible fixed assets and Fiscal deficit in accordance with the static trade-off theory have a
positive impact on financial leverage.

\d . Keywords: Speed of Adjustment, Financial Leverage, Profitability, GMM-Sys, Private Banks.
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