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Abstract:

This study aims to examine the impact of selected financial analysis indicators¢< namely the liquidity ratio and
the leverage ratio« on the market value of shares of companies listed on the Palestine Stock Exchange during the
period 2016-2021. The significance of the study stems from the pivotal role that financial indicators play in
evaluating corporate financial performance and guiding investors’ decisions¢« which are ultimately reflected in
the market valuation of shares.
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The study adopts a descriptive-analytical approach. The descriptive method is employed to develop the
theoretical framework related to the study variables¢< while the analytical method is used to construct an
econometric model that captures the relationship between the independent variables (liquidity ratio and leverage
ratio) and the dependent variable (market value of the share). Panel data derived from time-series and cross-
sectional observations are utilized. The long-run equilibrium relationship among variables is tested using
cointegration techniques. Subsequently« the data are analyzed using EViews 12 through the estimation of
pooled: fixed effects¢ and random effects models¢< with the most appropriate model selected based on relevant
statistical tests.

The empirical findings reveal a statistically significant relationship between the leverage ratio and the market
value of shares¢ indicating that financing decisions and capital structure play a crucial role in determining
market valuation. Conversely« the results show no statistically significant effect of the liquidity ratio on the
market value of shares during the study period.

In light of these findings¢ the study recommends that corporate management place greater emphasis on financing
policies and capital structure decisions to enhance market value. It also highlights the importance of improving
financial disclosure and transparency practices. Furthermore¢ future research is encouraged to incorporate
additional financial indicators and extend the analysis to different time periods and sectors to enhance the
robustness and generalizability of the results.

Keywords: Financial Analysis Indicators¢ Liquidity Ratio« Leverage Ratio« Market Value of Share« Capital
Structure¢ Listed Companies¢ Panel Data Models¢< Cointegration
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