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Keywords
Abstract

This study constitutes an attempt to investigate the relationship between debt-to equity ratio and firm's profitability, taking
into consideration the level of firms' investment and the degree of market power. The study uses panel data for various
industries, covering the period 1995-96. The main conclusions of our study are: a) firms which prefer to finance their
investment activities through self-finance are more profitable than firms which finance investment through borrowed
capital; b) firms prefer competing with each other than cooperating; c) firms use their investment in fixed assets as a
strategic variable to affect profitability.
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