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Abstract

Corporate managers’ decisions are fundamentally influenced by the profitability
and performance of their companies. Making informed decisions regarding
resource allocation and capital expenditures is essential. Furthermore, both
financial leverage and operating leverage play critical roles in corporate decision-
making, as they can amplify risk while enhancing performance or profitability.
Given the significance of financial leverage and operating leverage, this study
aims to examine the relationship between operating leverage, financial leverage,
and corporate profitability.

For this purpose, the sample of the study comprises companies listed on the Tehran
Stock Exchange from 2011 to 2018. Using a systematic elimination method, 151
companies were included in the sample.

The results, indicate that in the Iranian capital market, operating leverage
positively impacts corporate profitability and the risk of financial distress.
Conversely, financial leverage negatively affects corporate profitability while
positively influences companies' risk of financial distress. Additionally, operating
leverage was found to have a negative effect on corporate financial leverage.
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