Research Paper

Publisher: Shahid Beheshti University P-ISSN: 2645-4637
Journal of Financial Management Perspective

2023, Vol. 13, No.42 E-ISSN: 2645-4645
PP: 145-171

DOI: 10.48308/JFMP.2023.231250.1281

Copyright: © 2023 by the authors. Submitted for possible open access publication
under the terms and conditions of the Creative Commons Attribution (CC BY)
license (https://creativecommons.org/licenses/by /4.0/)

The Effect of Business risk management and Life
Cycle on Debt Capacity of the Companies Listed
in Tehran Stock Exchange

Vahab Rostami *©/, Mehdi Mohammadi **©’, Hamed

Kargar

Abstract

Increasing the debt capacity leads to improving the company's financial
flexibility. Financial flexibility plays an important role in the financial
empowerment of the company regarding investment in the future, which is
important to maintain flexibility according to the existing risks, which is
possible with risk management. The current research aims to track the effect
of business risk management and life cycle on the debt capacity of the
companies listed in the Tehran Stock Exchange. In this regard, a sample of
124 companies from the Tehran Stock Exchange along a period of 2012-
2021 were selected as sample and the research hypotheses were tested with
aide of multiple linear regressions based on pooled data. The results showed
that business risk management has a positive effect on the debt capacity of
companies, and this business risk management effect during the recession
stages of the life cycle of companies is more dominant. As expected, in the
conditions of better use of business risk management mechanisms, the debt
capacity of companies has also improved significantly. With better applying
of risk management mechanisms, the reliability of loans and creditors to the
company is increased too and as a result, the company's debt capacity is also
improved.
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