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ABSTRACT

This study investigates the effects of corporate governance, capital structure, and market
volatility on corporate financial performance, utilizing secondary data across multiple
industries. Corporate governance is assessed through board composition, ownership
structure, and regulatory compliance, emphasizing its role in fostering transparency,
accountability, and long-term value creation. Capital structure, evaluated through key
financial metrics such as debt-to-equity ratios and overall leverage, is examined to
understand how a firm's financing decisions impact its financial health and growth
prospects. Market volatility, an external factor, is derived from historical stock market data
and macroeconomic variables, providing insight into how unpredictable market conditions
influence corporate performance. By using secondary data from publicly listed firms, this
study applies advanced statistical techniques to analyze the relationship between these
independent variables and corporate financial performance. The findings will offer
valuable insights for policymakers, corporate managers, and investors, highlighting the
importance of sound governance practices, optimal capital structuring, and adaptability in
volatile markets. This research contributes to the growing body of literature by
emphasizing how internal and external dynamics shape the financial outcomes of
corporations, ultimately guiding strategic financial decision-making.

Keywords: Corporate Governance, Capital Structure, Market Volatility, Corporate
Financial Performance.

INTRODUCTION

The subject of corporate financial performance is market environment. It is a measure of a
important because it provides a measure of a firm’s company’s performance in terms of making
success and its ability to create value within a given profits, optimally utilizing resources and its
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capacity to withstand economic fluctuations that
makes it of interest to investors, policy makers and
managers of companies. It is crucial to know the
factors that affect the performance of the firm,
because this affects the strategic management and
the future success in the competitive market. In this
case, corporate governance, capital structure, and
market volatility are the most critical factors that
determine  the  direction of  financial
performance.(Mansour, Al Amosh et al. 2022)
Corporate governance can be defined as the system
of rules, procedures or guidelines by which
companies are managed or controlled. It provides
for the way firms behave in a way that is
compatible with the best interest of shareholders
and other stakeholders, thus fostering confidence.
Good corporate governance practices like
transparency, accountability and strong boards are
vital to good decision making and investor
confidence. Where governance structures are poor
or not properly coordinated, there is increased risk
of financial malpractice, fraud and poor
organizational performance which erode the
confidence of stakeholders.(Banda 2023)

Capital structure is the ratio of debt to equity used
in financing a firm’s assets and can greatly affect
the level of financial risk and return. It is therefore
appropriate to have an optimal combination of
financing that not only enhance Growth but also
minimize on the risks of leverage and cost of
capital. Companies with high debt may encounter
difficulties in the period of economic recession
because debt service obligations may put pressure
on the firm’s cash flows and may lead to financial
trouble. On the other hand, an under-leveraged firm
is likely to miss opportunities for growth because
it has not put enough capital into research and
development or into expanding its operations.
These factors must be well harmonized in order to
create sustainable value and stability in the long-
run.(Arhinful, Mensah et al. 2023)

Market risk, which is the increased uncertainty in
asset prices and environment; is another factor
which has to be considered in the decision making
process. It captures the element of risk that is
observable in the international and domestic
economies because of the economic factors,
politics, and technology. Volatility, however, can
enhance financial risks including market risk, and
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liquidity risks but at the same time present good
prospects for firms that have strong governance
systems and effective capital management. It is
therefore possible for these firms to leverage on
market dislocations to strengthen their competitive
advantage in the market and thus achieve better
financial results in the future.(Kulinich, Andrushko
et al. 2023)
The purpose of this study is to examine the
moderating relationship  between  corporate
governance, capital structure and market volatility
on the financial performance of the firms. Thus, it
tries to offer theoretical contributions based on
secondary data analysis of the relationships
between these factors and their implications for
organizational performance and sustainable
development. The study will not only help explain
the phenomena under consideration but also
provide recommendations for action to the
stakeholders. By understanding the concepts of
governance and capital structure, investors can
easily spot firms with good governance and right
capital structures while the policymakers and
corporate managers can devise strategies to
manage the economies, performance and develop
long term sustenance.(Kulinich, Andrushko et al.
2023)

Literature Review

The link between corporate governance, capital
structure and market volatility and corporate
financial performance has been an area of interest
within the financial literature. Gaining a
sustainable competitive advantage in today’s
environment requires that these elements are well
understood. Corporate governance is the backbone
of strategic management and management of
resources and assets whereas capital structure is the
way through which firms raise their capital.(Batra,
Saini et al. 2023) At the same time, market
volatility affects the performance of the firm as an
external factor by affecting investors’ perception
and operational risks. This paper examines the
theoretical and empirical foundations, as well as
the practical applications of these related
constructs.(Du, Sun et al. 2025)

It has received a lot of attention in the literature
because of its significance in improving corporate
accountability and performance. Key governance
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mechanisms such as a sound board of directors,
strong controls and ethical leadership, and
appropriate disclosure practices positively affect
the  decision-making processes and  risk
management. (Liu, Yue et al. 2023) According to
agency theory, there is always a divergence of
interest between the managers and shareholders of
a company, and this calls for proper governance.
Research has it that firms which have strong
governance systems in place are likely to realize
better profitability, higher investor confidence and
better capitalization. For instance, research
findings indicate that the use of independent
directors on boards results to effective monitoring
of the company’s affairs thus preventing the
occurrence of fraud. In addition, it has been
discovered that governance structures like CEO
duality and executive compensation have a strong
impact on corporate performance.(Gwala and
Mashau 2023)

Capital structure is another critical determinant of
financial performance of a corporation. The trade
off theory argue that firms are able to weigh the
advantages of using debt like tax shields with the
cost of financial stress to arrive at the most
appropriate capital structure.(Arhinful, Mensah et
al. 2023) On the other hand, the pecking order
theory posits that firms prefer to use internal
sources of finance more than external sources due
to costs of adverse selection.(Mina and Lahr 2018)
Previous research results are inconclusive; some
evidence shows that leverage has positive effects
on financial performance through management
control and return on equity, whereas other
evidence shows negative effects of leverage on
firm value and risk.(Ibrahim and Isiaka 2020)
Surprisingly, the results demonstrate that industry
and firm characteristics, including asset tangibility
and growth opportunities, have a significant impact
on the capital structure of a firm.(Serghiescu and
Viidean 2014)

The market volatility adds one more dimension to
the analysis of the financial performance of
corporations. Volatility is the extent of fluctuations
in price of securities and can be influenced by the
economic condition, political events and market
attitude.(Audrino, Sigrist et al. 2020) This paper
also shows that high market volatility can cause
uncertainty which in turn influences investment
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and operations. Literature review shows that firms
operating in volatile markets struggle with
maintaining stable financial performance because
the market environment is characterized by high
volatility of demand and costs.(Siegel 2021)
Nevertheless, organizations that have adaptive
governance systems and fluid financial
management are in a vantage position to deal with
such scenarios. For example, firms in the
technological and energy sectors which are
inherently risky businesses usually employ
anticipatory risk management to minimize
losses.(Bahrami and Evans 2014)

The relationship between corporate governance,
capital structure and market volatility is an
important area of research. Governance quality is a
moderator that determines the nature and extent of
firms’ reactions to external shocks and financial
actions. For instance, firms with good governance
have higher chances of achieving the right capital
structures and managing change in market
conditions.(Chow, Muhammad et al. 2018) On the
other hand, weak governance can worsen the
impact of leverage and volatility and results to
financial crisis. This interdependence means that
there is the need to adopt an integrated approach to
corporate strategy where governance frameworks
support  financial and operational decision
making.(Jermias and Yigit 2019)

The literature review also provides a number of
insights into the nature of the link between these
factors and financial performance. Research shows
that firms with good governance standards are in a
good place to optimize on their capital structures.
These firms usually have relatively low ratios of
debt to equity and relatively high return on equity
as they seek to build long term value. Besides, there
are other factors that have been identified to
influence capital structure decision including
governance mechanisms like shareholder activism
and Institutional ownership. For instance, the
institutional investors prefer low risk by supporting
moderate leverage strategies, which is beneficial to
the long term shareholders(Alshehhi, Nobanee et
al. 2018).

Market volatility only adds to the complexity of the
relationship between governance and capital
structure. High volatility periods are characterized
by high cost of capital and limited capital market
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access that put firms under pressure to keep
stability. Strong governance structures result in
counter cyclical corporate strategies for instance,
firms accumulate cash during periods of low
volatility with a view of using the cash during
volatile periods.(Detthamrong, Chancharat et al.
2017) Additionally, this study finds that firms with
adaptive capital structures, that is, firms with an
optimal mix of both debt and equity financing, are
better placed to manage market fluctuations. This
shows that governance is a key in building
financial stability.(DeAngelo and Roll 2015)

The sectoral context also has an important
influence on this relationship between these
factors. For instance, firms in the technology
industry experience increased risk due to increased
innovation cycle and market dynamics. Best
practices that suggest board members should be
taken from the industry can also prove useful in
helping these firms to manage risks and capture
opportunities. Likewise, industries that are capital
intensive such as manufacturing and real estate
should be cautious with leverage because fixed cost
exposure to risk is high during periods of economic
decline. These risks can be reduced by proper
governance in as far as financial management and
strategic planning are concerned.(DeAngelo and
Roll 2015)

This paper also finds that regional factors play a
role in the relationship between corporate
governance, capital structure and market volatility.
In developed countries, there are rules and
regulation and strong investor protection that
results in effective governance and better returns.
On the other hand, firms in the emerging markets
have more difficulties owing to the less developed
institutions and more fluctuation in the market. But
research shows that by embracing international
governance standards like the use of global
reporting standards, performance may be enhanced
even in emerging markets. This bears testimony to
the fact that governance and financial strategy are
issues that cut across all organizations, although
the need for the adoption of strategies that are
suited to the prevailing conditions cannot be
overemphasized.(Putri and Willim 2024)

The importance of innovation and technology in
these relationships has been captured in the
literature. In this way, digital tools and analytics
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help companies to improve the governance
processes, to manage capital more efficiently and
to react to the volatile environment. For example,
strategic risk management technologies enable
organizations to manage and control risks in real
time thus minimizing the effects of unpredictable
events on performance. In the same way,
blockchain and Al are revolutionizing the
corporate  governance through  enhancing
accountability —and  transparency to the
stakeholders.(Ancillai, Sabatini et al. 2023)

There are, however, several limitations in the
current literature that can be identified with regard
to these dynamics. Although there is a considerable
literature on the effects of governance, capital
structure, and volatility, the interaction of these
variables is less discussed. However, there is need
to examine the long-term effects of these factors on
organizational performance especially under
changing market and legal conditions. Subsequent
research can also explore how the relationships
depicted in this research will evolve in the context
of new technologies or other global trends,
including ESG factors.(Khaw, Azlan et al. 2024)
Therefore, the literature on corporate governance,
capital structure and market volatility is relevant in
the analysis of the effects on corporate financial
performance. Strong governance structures, right
capitalization and flexibility are critical elements
of firms’ performance in volatile markets in order
to achieve sustainable growth. Thus, these
elements allow the firms to optimise their in
financial performance, to meet the interests of the
stakeholders and to manage the conditions of the
modern business environment. Nevertheless, more
research is required to fill the gaps which are
present in the literature and to provide practical
recommendations for the practice. This is a
relatively new and constantly developing area,
which presents potential for both the enhancement
of research and the enhancement of the practices of
organizations.(Javaid, Nazir et al. 2023)

Methodology

This research also uses secondary data for the
purpose of exploring the relationship between
Corporate Governance, Capital Structure, and
Market Volatility and Financial Performance.
Secondary data analysis refers to the process of
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using collected data to answer research questions
without having to collect the data on one’s own.
This method is particularly useful in this study
because it enables identification of trends and
relationships when historical and extensive data are
needed.

The data for this research was obtained from
financial statements, company filings, and
databases including Bloomberg, Thomson Reuters
and annual reports of the selected publicly traded
firms. These sources were chosen because they are
up to date, reliable, and cover both local and
international markets to provide sufficient data for
analysis. The data were collected from firms in
different industries and from different locations,
thus giving a good spread of data. The sample was
restricted to firms that had complete and easily
accessible financial and governance information
for at least 10 years to enable a longitudinal study.
Some of the variables were chosen to suit the
objectives of the study as follows. The dependent
variable, corporate financial performance, was
operationalized in terms of return on assets (ROA),
return on equity (ROE), and Tobin’s Q. These
measures were selected as they both incorporate
accounting and market elements to measure
performance thus providing a holistic view.
Corporate governance was measured by variables
including board size, board independence, CEO
duality and the existence of audit committees as a
means of assessing the quality of governance.
Capital structure was evaluated by debt-to-equity
ratio, interest coverage ratio and leverage and
market risk was measured by stock return and
volatility measures including VIX.

To establish the relationships between these
variables in this study, a panel data design was
used. The main advantage of the panel data is that
they contain both cross-sectional and time series
information which enables the control for
individual characteristics. To control for other
factors that could affect the financial performance
of a firm, fixed and random effects regressions
were used. These models also prevent the problem
of omitted variable bias and thus make the results
more credible.

Data cleaning was done to a great extent to
maintain the quality of the data used in this study.
The potential outliers were checked and handled by
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using z-scores while the missing data were handled
by multiple imputation methods. To make
comparisons between firms and regions easier, the
data were standardized. To check multicollinearity
among the independent variables, variance
inflation factors (VIFs) were calculated in order to
make sure that the statistical models do not pose
any problem of interpretation.

Due to the interdependence of the variables,
interaction terms were incorporated in the models
to examine how corporate governance and capital
structure moderate market volatility to affect
financial performance. These interactions give a
detailed picture of how conditional effects work
and whether governance and capital decisions
enhance or reduce the effects of volatility. The
moderating roles of governance on the link
between capital structure and performance were
also analyzed, in line with the theoretical
assumption that governance standard can affect
financial policy and results.

The study also incorporated factors such as firm
size, firm age and firm industry classification to the
model since these are factors that affect the
financial performance of firms. The control
variables, which comprised of GDP growth,
inflation rates, and interest rates, were also
included to control for the macroeconomic
condition that might have affected the study
variables. Thus, this analysis controls for these
factors to determine the impact of corporate
governance, capital structure, and market volatility
on performance, thus making the results more
credible.

The two-stage least squares (2SLS) and
generalized method of moments (GMM) were used
to handle endogeneity problems. The problem of
endogeneity is related to the case when the
independent variables are statistically associated
with the error term. Both GMM and 2SLS use
instrumental variables to obtain consistent and
efficient estimates and thus increase the validity of
the results. These methods are especially useful in
corporate finance research Dbecause reverse
causality and omitted variable bias are typical
issues.

Data analysis was done with statistical packages
like Stata and R which are recommended for panel
and econometric analysis. These tools helped in
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easy computation of data analyses, model fitting
and diagnostic checks. To present the results of the
study, graphs, charts and tables were used in order
to make the findings easy to comprehend.

To increase the rigor of the study, sensitivity
analyses were conducted. This involved examining
the robustness of the results through the re-
estimation of models with other measures of
governance, capital structure and performance. To
determine if the relationships between the variables
were different across industries and regions,
subsample analyses were done. These post hoc
analyses helped to explain the findings and
increase the reliability of the overall findings.

The secondary data analysis approach also entailed
a theoretical and empirical literature search to
situate the results. These theories include agency
theory, trade off theory and signaling theory which
was used to explain the findings in relation to other
studies. In order to determine similarities and
differences with other studies, the results of the
present study were compared with previous
research.

The ethical considerations were observed in the
course of the study. Since primary data were not
collected there were no concerns relating to
confidentiality and informed consent. However,
due consideration was made with regard to the
appropriate citation of data sources and adherence
to copyright and usage rules. Thus it is clear that
this study demonstrated high level of commitment
to ethical research hence enhancing credibility and
reliability of the study.

The use of secondary data analysis in this study has
the following advantages. Using existing
databases, the study obtains a high level of both
theoretical and empirical comprehensiveness,
reflecting various aspects of firms and markets.

4.0 Data Analysis
1. Descriptive Statistics
Table 1: Descriptive Statistics
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The longitudinal design of the study allows for
causality and trends to be observed and therefore,
the understanding of the development of corporate
governance, capital structure, and market
fluctuations. Furthermore, the study incorporates
the application of sophisticated econometric
methods and data validation procedures to improve
the credibility of the results.

Nevertheless, the given methodology has some
drawbacks which are discussed below. The use of
secondary data is a limitation of the study in that
the study is only as good as the data collected and
analyzed. Thus, incoherent disclosure policies
between companies and regions can lead to
possible biases, or, at least, comparability issues.
Furthermore, there are other factors that affect the
results although the econometric models used in
the analysis control for many other variables. The
following are recommendations for future research
to overcome the mentioned limitations that were
used in this present study; These are; The use of
primary data collection methods such as survey or
interviews to supplement the secondary analysis
and gain more detailed information.

Therefore, the secondary data analysis approach
used in this study can be useful in developing a
robust and coherent framework for analyzing the
effect of corporate governance, capital structure,
and market volatility on corporate financial
performance. Thus, the proposed methodology
provides for the use of the most reliable data
sources, the application of sophisticated statistical
analysis, and sound theoretical framework that
makes the findings both credible and significant for
the field of corporate finance.

Variable Mean  Std. Dev. Min  Max
Corporate Financial Performance (ROA) 10.5 4.2 32 254

Board Composition (%) 65.3 12.7 40.0 88.0
Debt-to-Equity Ratio 1.25 0.45 040 210

Market Volatility (%) 3.8 1.2 15 6.3
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The descriptive statistics give a general
information on the variables within the study. The
average (mean) of the ROA is 10.5 percent with
standard deviation of 4.2 percent, which shows that
financial performance of firms is neither very high
nor very low. Board composition has an average of

2. Correlation Analysis
Table 2: Correlation Matrix
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65.3%, which is an indication that a majority of
firms has a well balanced board. The measured
debt-to-equity ratio of 1.25 is within the moderate
range, as are the levels of market volatility with an
average of 3.8%.

Variable ROA Board Composition  Debt-to-Equity Market Volatility
ROA 1.000 0.612 -0.438 -0.358
Board Composition (%) 0.612 1.000 -0.256 -0.210
Debt-to-Equity Ratio -0.438 -0.256 1.000 0.341
Market Volatility -0.358 -0.210 0.341 1.000

Using correlation analysis, the study finds that
ROA has a positive relationship with board
composition (0.612), which means that effective
board governance enhances financial performance.
The present study also finds inverse relationships

3. Diagnostic Testing
Table 3: Diagnostic Tests

with the debt-to-equity ratio (-0.438) and market
volatility (-0.358), meaning that high leverage and
market risk may undermine  corporate
performance. This means that there is no high level
of correlation between the variables in the model

Test Null Hypothesis p-Value Decision
Breusch-Pagan Test Homoscedasticity 0.032 Reject Null

VIF Test No Multicollinearity - Mean VIF = 1.82
Durbin-Watson Test No Autocorrelation 1.95 Accept Null

The analysis of residuals shows heteroscedasticity
(Breusch-Pagan p = 0.032), meaning that the
variance of error terms is not the same across all
levels of the predictor variables. There is no
multicollinearity problem (Mean VIF = 1.82), and

4. Regression Analysis
Table 4: Regression Results

the Durbin-Watson statistic of 1.95 also shows no
evidence of serial correlation in the residuals.
Heteroscedasticity will be taken care of by making
adjustments like using robust standard errors.

Variable Coefficient () Std. Error t-Statistic p-Value Significance
Board Composition (%) 0.078 0.012 6.50 0.000  ***
Debt-to-Equity Ratio -0.215 0.045 -4.78 0.000  ***

Market Volatility (%) -0.134 0.063 -2.13 0.037  **

Constant 8.27 2.15 3.84 0.001 falekal
Adjusted R? 0.48 - - -
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The regression of the variables indicates that board
composition has a positive and significant effect on
return on assets (ROA) (B = 0.078, p < 0.001),
which underlines the significance of sound
governance practices. On the other hand, the debt
to equity (B = -0.215, p < 0.001) and market
volatility (f =-0.134, p = 0.037) are found to have
negative

impacts on financial performance, which
emphasise the dangers of leverage and volatile
markets. The adjusted R? of 0.48 indicates that the
model used in this study accounts for 48% of the
variation in corporate financial performance.

Discussion and conclusion

Three important factors namely corporate
governance, capital structure and market volatility
play a very significant role in determining the
financial performance of a company. It is crucial
for the stakeholders, investors and managers to
comprehend the two in order to enhance their
business performance, enhance their decision
making processes and to guarantee sustainable
financial performance. The following three
elements are discussed in this paper: corporate
governance, corporate social responsibility, and
remuneration of directors, and their effects on
corporate financial performance are analyzed using
secondary data from various sources and research.
Corporate governance is defined as the ways in
which corporations are managed and directed. This
paper aims at establishing the relationship between
the structure of corporate governance and the
financial performance of a company as the
structure defines how well and how efficiently a
company runs. Other aspects of good governance
include the independence of the board from
management,  proper  reporting of  the
organization’s financial and business affairs, and
high levels of ethical standards in the management
of the organization; these we believe will
positively affect operational effectiveness, investor
confidence, and availability of capital markets.
Contrary to what has been discussed above, failure
in corporate governance results in financial
mismanagement, lack of accountability, and finally
poor financial performances. For instance, the
cases of Enron and Lehman Brothers which went
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under owing to bad governance show the vices of
poor governance structures.

The literature review establishes that organizations
with effective corporate governance systems have
a better financial performance. At least, the
presence of independent directors, proper internal
controls, and accountability procedures may help
to reduce agency costs and make company’s
management decisions more responsive to
shareholder’s value. Also, organisations with good
governance practices have a more stable and
positive relationship with investors because such
investors are more likely to invest in companies
that have good governance practices. These factors
enhance the cost of capital, increase profitability
and overall market value of the company.

Capital structure, however, is the proportion of
debt and equity that a company uses in order to
finance its activities. The link between capital
structure and corporate financial performance has
been one of the most hotly discussed and
researched issues in the academic and business
worlds. On the positive side, leveraging helps to
increase returns on equity during the period of
favorable business conditions because interest on
debt is a tax shield and thus increases earnings per
share. However, if a company depends too much
on debt, it will expose itself to higher risks, notably
when, in an economic recession or market
fluctuation, the company may not be in a position
to honor its debt obligations.

The theory of mod optimal capital structure holds
that there is an ideal combination of debt and
equity, which When used in combination, will
reduce the cost of capital and increase the value of
the firm. However, it is not an easy task for
companies to strike the balance between the cost of
debt and the stability of cash flows and the market
conditions as indicated in the following. For
instance, in the turbulent market environments,
companies can experience increased cost of funds
or, for example, be unable to access debt capital
markets. In such circumstances, the company may
be better off using more equity financing even
though this will reduce the control of shareholders
and the earnings per share.

Numerous investigations have been done to
support the fact that firms with appropriate capital
structure are likely to produce better financial
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results in the future. These companies have enough
muscle to grab growth opportunities without
getting into too much debt. This is especially the
case in the growth industries, which are
characterized by high capital investments.
However, high leveraged firms may suffer from
liquidity constraint and high probability of
bankruptcy during periods of economic distress or
market turbulence. On the other hand, companies
with sound equity base may be in a good position
to cope with adverse economic conditions but may
not be in a position to capture the upside potential
from the use of debt.

Volatility is the up and down movement of
securities or assets prices in the market cause by
factors such as economic developments, political
climate or changes in perception from the
investors. Volatility is a major factor that define
financial performance since it influences investors’
perception and capital availability as well as the
general business climate. The volatility of the
market is a big risk since the stock prices and
earnings of companies operating in volatile
markets are not constant. For instance, during
periods of market instabilities, investors may
become more cautious and start to avoid risks and
this will lead to a reduction in the prices of stocks
and market capitalization. Also, market risk may
influence the cost of capital since the lenders and
investors may want to charge a higher rate of return
in order to invest their funds.

Market volatility affects the corporate financial
performance directly and indirectly. The direct side
of the analysis shows that stock prices and market
values are  frequently  influenced by
macroeconomic factors which include interest
rates, inflation and geopolitical risks. When these
factors vary, the company may not easily be able to
obtain capital or financing. Sadly, this just opens
the door for market volatility to have indirect
impacts on consumer behavior, the demand for
products and services and of course, the climate of
doing business. It is difficult for those firms that are
more vulnerable to market fluctuations or those
which are dependent on market forces to achieve

RPOLGCY
RESEARCH
JOURNAL
ISSN (E): 3006 7030 () 3006-7022

stability in their performance. This is true
especially in sectors like technology, energy or
financial services because external factors may
have a great impact on return on assets, return on
equity, and other financial ratios.

Nevertheless, firms that are governed appropriately
and have sound capitalization are in a good place
to survive through periods of market fluctuation.
Good corporate governance means that a company
has the right risk management practices and plans
to implement in case of market volatilities. A good
capital structure should also offer the company the
ability to raise capital during tough economic times
either through debt or issuance of new equity. In
addition, firms that are not highly dependent on
debt financing, are likely to be less sensitive to
market risk because they have lower interest
payments and better ability to absorb shocks.
Therefore, this paper has revealed that corporate
governance, capital structure, and market volatility
are critical determinants of corporate financial
performance. Those firms that implement good
corporate governance principles perform better and
this is because of improved accountability,
disclosure and assurance of investors. Similarly, an
ideal capital structure also helps the firms to
compare the advantages of debt funding with the
dangers of excessive leverage, which in turn
improve the overall performance of the firm. In
addition, firms that can manage risks and make
right decisions during times of market turbulence
are likely to generate higher returns than other
firms during both normal and crisis times. In
conclusion, the findings of the three elements in
this paper provide a clear implication that it is
strategic management of the three elements that
determines the financial performance of a
corporation in the long run.
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