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Abstract

The Relationship between Capital Structure and Profitability of the Insurance

Companies Operating in Jordan

Prepared by: Baheera Mohamad Saed Abd-AlFatah

Supervised by: Dr. Abdelrahim Al-Qadomi

The study aims to find out if there is a relationship between capital
structure (measured by the Debt Ratio) and profitability (measured by Return on
Assets ROA, Return on Equity ROE and net Profit Margin NPM) for group of
insurance companies operating in Jordan during the period 2009-2012.
Correlation analysis of Person Bivariate and Regressions Analysis were used to
estimate the relationship between the independent variable (debt ratio) and the
dependent variables of profitability ratios.

It has been concluded that there is a positive statistically relationship between
capital structure and return on equity, between capital structure and Net Profit
Margin for insurance companies, It concluded also that no significant relationship
between capital structure and rate of return on assets, this due to specific reasons
followed by the insurance companies need to be revealed in this study.

On the basis of these results the researcher recommends that management should
not to focus on return on equity only as indicator to profitability because other
profit ratios are important in decision making and in increasing efficiency, reduce

the dependence on debt in the investments, reduce costs, restructuring of loss-



making companies by merging some departments as much as possible, and

improve the provided services to gain customers' confidence which rises up sales.
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