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Abstract

Tehran stock exchange is a symbol of local capital
investment for stock brokers and traders to trade stocks
and bonds. One of the main factors for investor is to
know about the firm life cycle stage, because the growth
potential and future profitability of the firms are greatly
dependent on the firm life cycle. The life cycle of a firm
can generally be categorized into four common stages,
which are start-up, growth, maturity and decline. The
aim of this study is to investigate the ability of
determination of firm life cycle stages using financial
ratios. Leverage ratio, profitability and current ratio
were chosen as financial ratios in this study. Three main
significance hypothesis between current ratio and life
cycle stage, leverage ratio and life cycle stage and
profitability and life cycle stage were investigated using
ordinary least square regression methods based on
gathered data of 30 active firms in Tehran stock
exchange during 1385 to 1390. The results showed that
the first and second hypothesis can be accepted and the
last one (significance relation between profitability and
life cycle stage) was rejected. Briefly, it was concluded
that there is a inverse relation between current ratio and
life cycle stage and a direct relation between leverage
ratio and life cycle stage. It means that the firms have
higher current ratio and lower leverage ratio at the
beginning of the life cycle and have lower current ratio
and higher leverage ratio at the decline stage.
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Dependent Variable: SCOR
Method: Least Squares
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Included observations: 30

Variable Coefficient Std. Error t-Statistic Prab.
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SOOD 0.218461 0.156779 1.393433 0.1753
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R-squared 0.536166 Mean dependent var 6.866667
Adjusted R-squared 0.482646 S.D. dependent var 2.417370
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Sum squared resid 78.60444 Schwarz criterion 4.254601
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