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The Moderating Role of Corporate Diversification in the Link
between Financial Leverage and Firm Value: A Comparative Analysis

Maryam Eghbal
Mohhamad Dehghanpour

Abstract

This research examines the relationship between financial leverage and firm value with the
moderating role of corporate diversification in companies listed on the Tehran Stock
Exchange. This study is descriptive in nature and method, and it is applied research in terms
of its goal. Since the current status of the variables in this research has been analyzed using
data collected from past information, it falls under descriptive studies and is of a retrospective
type. In the course of this study, two hypotheses were formulated, and a sample of 137
companies was selected through systematic sampling for an 8-year period from 2015 to 2022.
The data related to the research variables were collected and analyzed using Excel software
and then processed using EViews statistical software. The results of the hypothesis testing
showed that there is a significant direct relationship between financial leverage and firm
value. Corporate diversification, using the Entropy index, moderates the relationship between
financial leverage and firm value, but diversification using the Herfindahl index was not
confirmed.
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