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Abstract

The study aimed to test the impact that left by Return On Assets (ROA), and
Financial Leverage Multiplier (FLM) on the Return On shareholder Equity (ROE),
and to measure the financial performance of the Jordan Steel Company and its
Subsidiaries applying the Activity-Based Costing method (ABC) during the Global
Finance Crisis. To achieve this objective, financial data of Jordan Steel Company
and its Subsidiaries, which is a representative of the study sample for the period
from 2000 to 2013, has been collected and analyzed.

The problem of study is summarized in the substantial question: Is it possible
to find a suitable model test the effect of the relationship between the rate of
return on assets (ROA) and financial leverage multiplier (FLM) on financial
performance, as measured by return on equity (ROE) under the Activity based
cost method (ABC) and instability the global financial system to the Jordan Steel
Company and its subsidiaries?.

The study methodology is represented based on deductive approach to
identify the problem to determine scope of research and develop hypotheses.
Inductive approach: to choose the hypotheses of the study. The descriptive
statistical and analytical method by using the case study: to collect the private
financial statements of Jordan Steel Company and its subsidiaries that are
representing the study sample ,The Financial Indicators Model has been used in
the analysis process through: firstly, the Financial Ratio and secondly, the Du
Pont Model. To test the hypotheses of the study and achieve its objectives a
model of multiple regression, and the (Generalized Method of Moments) GMM
as a model of time series have been used.



The study has found out that there is a positive significant relationship
between the application of Activity-Based Costing method (ABC) and improving
the financial performance of Jordan Steel Company and its Subsidiaries. The
study also has found out that there is a positive significant relationship between
the Return on Assets (ROA) and the Financial Leverage Multiplier (FLM), on the
financial performance indicator of the Return On shareholder's Equity (ROE). The
results also showed that there is a negative significant relationship between the
Global Financial Crisis and the financial performance of Jordan Steel Company
and its Subsidiaries.

In light of the results which have been found out by the study, the study has
concluded several recommendations the most important include: the
management of Jordan Steel Company and its Subsidiaries should maintain the
positive relationship between the Activity-Based Costing method (ABC) and
improvement of its financial performance in light of contemporary challenges of
Globalization and instability of global financial system.
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:ad s Liquidity Ratios 4 suadl o 1 I de sendll

Current Ratio Jlall duus
Liquid or Quick Ratio 4=yl 4 saadl Ao

:aad g Profitability Ratios duss )l o 14l de gandll

Net Profit Margin qll dla Jiala
Return on Assets Jgayl e xilal)
Return on Equity (pealuadl Gsia e 2ilall

Ratios or Activity Efficiency (hliall (i) aaaliy 5 ddladll o 30l o 2N de gandl)

Iﬁ.&'"}

Assets turnover J syl o} s Jane

Working capital Turnover Julall JWll Gl 5 o 5sd Jaxa
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Inventory Turnover (s 3aall o 553 Jaze
Receivables Turnover duadl aadll o jeo Jana

;i g Financial Leverage Ratios (Jldl a8 )l o day) Hll de gaadl)

Debt Ratio 4 saall dvs

tauai 5 Ratios Market Value @ swll i sl de gandll

Price - Earnings Ratio xil=ll _J 4.8 ull daudll

Price - to - Book 4, _sdall dadll ) 48 gull 4l
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Julaty Aalil) WS oY) was A,Al W el @ pde @l mia g (2/4/2) AL el
sl il

(2/4/2) #5 ds

AL ) Jatasy Aali) Lgals g a ¥ s AS5d0 L o)) ) pdisa Ol

Bgnd) cans gl e | (Jlad ) Adledl g 5plS cu s e TP
RMV Al RAE PR LR
() FLR (3) % %
%

PTB PER DR RT IT WCT AT ROE ROA NPM LQR CR Year
0.90 | 7.29 170 | 5.02| 630| 585 | 083| 11.20 | 930 | 11.24 | 1.06 | 1.82| 2000
1.73 | 9.10 290 | 3.75| 694| 6.17 | 1.02| 1650 | 1170 | 1156 | 1.09 | 1.74| 2001
127 | 5.99 360 | 3.07| 593| 3.87 | 092| 2120| 1350 | 17.0 | 134 | 1.70| 2002
233 | 12.90 250 | 15.0| 3.83| 2.60 | 0.80| 1810 | 1350 | 22.0 | 1.21| 2.29| 2003
3.15 | 14.70 21.0 | 424 332| 346 | 122| 2140| 1690 | 13.89 | 0.60 | 2.82| 2004
3.67 | 29.20 410 | 7.88| 3.67| 545 | 1.50| 12.60 | 7.30 9.0 0.58 | 1.47| 2005
1.65 | 19.50 120 | 458| 487| 404 | 132| 840 | 7.40 7.0 2.89 | 4.52| 2006
1.88 | 15.60 19.0 | 462| 6.40| 322 | 131| 120 | 9.60 8.0 1.90 | 2.97| 2007
118 | 573 440 | 790| 653| 565 | 1.53| -221| -123| -9.3 | 070 | 1.82| 2008
1.74 | 13.60 420 | 633| 3.98| 509 | 089 12.60 | 7.30 8.0 0.87 | 1.66| 2009
1.64 | 20.90 470 | 673| 402| 639 | 096 7.80 | 4.10 4.0 0.60 | 1.38| 2010
1.58 | 13.40 420 | 6.68| 496| 951 | 140 11.7 | 6.80 5.0 0.64 | 1.44| 2011
1.04 | 1611.8| 510 | 523| 3.48| 1160 | 1.06| 0.06 | 0.03 0.03 | 033| 1.29| 2012
1.07 | 212.26| 480 | 757| 3.12| 42.06| 1.08| 050 | 0.26 020 | 033| 1.01| 2013
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:Du Pont g 3gai aladialy Ll el pdpal) guilis — 2

Du  Julady dagil Ll pdig o) das Al A o) @l s gilid pen s (3/4/2) 2 Jsaal

:Pont
(3/4/2) ) ds
Du Pont Jalaiy da i) Lgals g oo ) aas A,al ) o)) @l pdise oy
Onadlocall (G ghia o ailad) NP P Jaa) o ailal)
Return on Equity Financial Leverag Multiplier Return on Assets Year
% onc %

11.21 1.21 9.3 2000
16.5 1.41 11.7 2001
21.2 1.57 13.5 2002
18.1 1.34 13.5 2003
21.4 1.26 16.9 2004
12.5 1.71 7.30 2005
8.40 1.14 7.40 2006
12.0 1.24 9.60 2007
-22.1 1.80 -12.3 2008
12.6 1.73 7.30 2009
7.80 1.91 4.10 2010
11.8 1.74 6.80 2011
0.06 2.06 0.03 2012
0.50 1.95 0.26 2013
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Aagil) LSy oY) mas Al S oY) < pdise Jilad dlead Jla guiagy (22/4/2) @b, Jsidl

income statement

balance shest

— Sales

18677267

minus
Cost of
goods sold
17404532
minus
Operating
expenses

826876

minus

Interest
expense

0
minus

Taxes

minus
Preferred

stock
dividends

0
Current
assets

7059980
plus

Net fixed
assets

15546100

Current
liabilities

3867706
plus

Long-term
L Debt

0

(22/4]2) 3, ges

Earnings
available
for common
stockholder
s

1 2099611

| divided by
Sales

18677267

Sales

1867726
divided by

Total
assets

22606080

Total
liabilities

3867706
plus

Stock
holders

1 equity

18738374

Net profit
margin

11.24%

multiplied by

Total asset
turnover

0.83

Total liabilities
and stockholders’
equity=total
assets

22606080

divided by

Common stock
equity

18738374

Return on
total
assets
(ROA)

9.3%

multiplied by

Financial
leverage
multiplier

(FLM) —

1.21

:a 2000 alal! Du Pon gisal o adind

Return on
common
equity
(ROE)

11.21%

p 2014 Cald das) : juaal

http://www.danielihliu.com/blog/wp-content/uploads/2012/04/DuPont : ls sl

-244 -


http://www.danielihliu.com/blog/wp-content/uploads/2012/04/DuPont

ROA = Net profit margin X Total asset turnover

9.3 =11.24 X 0.83

ROE = ROA X FLM
11.21 =93 x 1.21
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(5/4/2) i, dsadl (8 e LS

Augmented Dickey Fuller Test :(5/4/2) &, Jss

Section A: (ROE)

t-Statistic Prob*
Augmented Dickey-Fuller test statistic -2.814925 0.0830
Test critical values: 1% level -4.057910
5% level -3.119910
10% level -2.701103
*MacKinnon (1996) one-sided p-values.
Section B: (ROA)
t-Statistic Prob*
Augmented Dickey-Fuller test statistic -2.554183 0.1264
Test critical values: 1% level -4.057910
5% level -3.119910
10% level -2.701103

*MacKinnon (1996) one-sided p-values.

Section D: (FLM)

t-Statistic Prob*
Augmented Dickey-Fuller test statistic -1.949189 0.3024
Test critical values: 1% level -4.057910
5% level -3.119910
10% level -2.701103

*MacKinnon (1996) one-sided p-values.
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Section B: (ROA)

A A 10 -0.197 -0.144 16.017 0.099
11 -0.117 0.018 17.033 0.107

12 -0.195 -0.109 21.313 0.046

A

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
* . [* .| 1 0.209 0.209 0.7526 0.386
[**. | B 2 0272 0.238 21291 0.345
* . o 3 0.144 0.056 2.5496 0.466
| . B I 4 -0.026 -0.134 25643 0.633
| . | . 5 0.007 -0.021 2.5655 0.767
Bkl B Bl I 6 -0.230 -0.222 4.0478 0.670
B . 7 -0.157 -0.082 4.8377 0.680
o | . 8 -0.195 -0.065 6.2607 0.618
B | . 9 -0.179 -0.043 7.6922 0.565
B | . 10 -0.139 -0.058 8.7715 0.554
o | . 11 -0.111 -0.020 9.6974 0.558
] | .| 12 -0.071 -0.055 10.257 0.593
Section D: (FLM)

Autocorrelation Partial Correlation AC PAC Q-Stat  Prob
[*¥**. | B 1 0416 0.416 2.9808 0.084
. | ] 2 0.227 0.066 3.9442 0.139
[, B 3 0.355 0.290 6.5039 0.090
* .| B 4 0.074 -0.221 6.6268 0.157
A I B 5 -0.148 -0.213 7.1742 0.208
B I B 6 -0.198 -0.222 8.2702 0.219
B O F 7 -0.118 0.125 8.7126 0.274
Bkl I ] 8 -0.205 -0.042 10.286 0.245
Bkl I B I 9 -0.282 -0.090 13.850 0.128
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