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Summary:

In order for a company to know whether it has achieved its financial goals or not, it needs to
evaluate its financial performance. To do this, managers usually need to choose specific criteria
and indicators that enable them to carry out this process. In our study, we chose to focus on one
indicator, which is the financial leverage ratio. The financial leverage ratio refers to the
contribution of borrowing to increasing the private funds of the company, i.e., increasing the
returns of shareholders. We attempted to apply the financial leverage ratio to Sonatrach during
the period between (2019 — 2021) in order to understand the impact of financial leverage on the
performance evaluation of this company. In the end, we concluded that it usually has a negative

effect on Sonatrach, which reduces its profitability.

Keywords: financial performance, financial leverage, economic profitability, financial
profitability.
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