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Abstract

This research in the area of profitability financial ratios seems to be one of the most important
indicators for evaluating the continuity of activity. The purpose of this study is to investigate
the relationship between profitability financial ratios and predicting bankruptcy of stock
companies using Tobin's Q Index. This research is based on the purpose of applied research
and is based on the nature of quantitative data. The research method used is descriptive. The
sample under study included 43 insolvent and 43 non-insolvent companies over a five-year
financial period of 91-95. To test the hypotheses used in this study, two methods of statistical
analysis of diagnostic analysis (using cross-sectional data) and logistic regression (using data
panel) were used. The results of both statistical methods confirm the significant relationship
between financial profitability ratios and bankruptcy forecasts at 5% error level.
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