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[bookmark: _Toc96972762]Chapter 1 : Introduction

1.1- [bookmark: _Toc96972763]Introduction.

In order to grow companies in the future, capital is the main objective to keep the business running and financed. The three sources of business capital are equity capital, working capital and debt capital. According to some authors and especially Saad 2010 expressed that the capital structure is the combination of debt capital and hybrid securities.

Capital structure means how the company found are managed looking for the growth, maximization of the firm values and shareholder wealth. It defines which kind of business and how the capital will be used looking for the benefits. Companies need to focus in its goals and make an effective strategic planning. Capital structure is one of the most important parameters as it checks the evaluation of the company in the capital market.

Gerestenbeg defines capital structure as follows…‘‘capital structure of a company refers to the composition or makeup of its capitalization and it includes all long- term capital resources’’  (Robertson, 2009). The financial health of the company can be seen through the capital structure of itself. 
In 1958, Miller and Misigliani explain the value of capital structure in the real-world condition and how companies work with tax, interest payment and how it affects to the value in the company. This theory came up looking for the explanation of how the interest payment can affect the cash flow.

 The companies should look for shareholder maximization. Stakeholders can be consider internal and external; together they have the ability to work toward the benefit of the company.  (Banton, 2021)

Every firm needs to be focused on a maximum return to shareholders; the manager needs to consider risk and timing associated. This has been said by the principle of shareholder wealth maximization. 
The capital structure of a firm refers to the long-term finance mix (Watson at Head 2007). The optimal combination of debt and financial equity maximize the company’s value said Adan Hayes (2020)-  (Hayes, 2020).
Pandey 2009 said that according to the changing conditions, companies have to plan their capital structure to effective use of its funds 

The capital structure can be affected by a number of factors, including the nature of the business, legal requirements, profitability, tax shield, legal requirements, choice of debt, investor requirements and the impact of Brexit on the capital structure. 
So in this study, presented after the UK population voted in favour of Brexit which means the exit of the UK from the European Union, companies in these circumstances are faced with the challenge of cash and liquidity management.  Retail businesses are beginning to show significant declines in their results. According to Khan and Jain '' Finance is the science of the art of managing money''.
Financial managers must take into account the economic factors that can affect the company, the internal characteristics of the company, in order to create an appropriate financial structure and always try to maximise the value of the company.

Translated with www.DeepL.com/Translator (free version)
S.C. Kuchai provides the definition of Financial Management which is that Financial Management deals with procurement of fund and their effective utilization in the business. Therefore, during a year, every business concern will archive the maximum profit and higher profitability leads and maximize value, which the company can distribute.
Normally, a company’s value and shares market price can be affected due to finance decisions. Companies have different capital structures, however they are generally based on financial policies and resource. The finance manager needs to find a way to avoid any situation of risk for the company. There are two types of financial systems, internal and external. External means those that require other parties agreement and Internal source of finance arise from management decision that do not require another parties agreement. In this case, directors have the power to hold the profit without shareholders agreement. According to a financing hierarchy every company have to choose internal financing first, external financing is usually used when it is necessary.

The optimal capital structure of a firm is the best blend between equity and debt capital. Debt–to–equity ratio measures the optimal capital  (Anon., 2021) . The optimal structure of capital can vary, there are so many variants involved to control as the optima change environment structure is constantly changing.
This study shows the comparison between 5 companies for 6 years in the same industry from London stock exchange. The main objective of the study is to learn about the financial performance and the context objective major factor that has been used, such as debt ratio, debt to equity ratio, total assets and return on equity.


1.2- [bookmark: _Toc96972764]Context and relevance of the study

This work investigates how companies can profit from a change in their capital structure and how an appropriate financial plan would influence this. An optimal capital and financial structure could generate more value to companies.
The study tries to help to find the problems of market structure by relying on the theories of Miller and Midigliani where aspects such as capital structure and taxation are relevant to capital structure and how these can affect its functioning of the business.
Other theories of Glai and Masulis, Jesen and Meckling 1976 and Myers 1977 that investigate how firms make profits from their creditors are also studied. 
Other theories are linked to the optimal capital structure and trade off between debt financing costs and profits.
We studied two streams of thought. The difference between them is how they understand the capital structure of the company. For the former, a good capital structure determines the company's results, and for the latter, the capital structure does not determine the value of the company's results at any point in time. 
By studying and analyzing different time periods it can be considered that the study is complete and also macro and micro economic factors are being analyses which cause different results in the capital structure.

The investigation of the different studies that demonstrate the importance of the capital structure by the different theories, literatures, existing empirical studies and new research on the capital structure and its impact on the profitability of the FTSE 100 in the period of time studied (2016 -2021) the control and ownership of the shares that can be freely bought and sold on the stock exchange is controlled by the system of governance. 
In 2016 Brexit was voted in the United Kingdom this decision affect companies, this study analyzes the performance of companies at this time and the evolution of government policies that are part of the process. The UK left the European Union in January 2022 with all the benefits and contradictions that this can present in the economy.


1.3- [bookmark: _Toc96972765] Purpose of the study

The study we present is based on the analysis of the financial performance of 5 companies that market in the UK and participate in the FTSE 100 and how government conditions, policies and taxes can affect their performance. 
the analysis of the financing of enterprises and the choice of financing by them. The study is carried out with data from companies of 6 years and is analyzed by regression multiple and techniques such as gear companies, profitability ratio and market capital. 
The study has analyzed in depth the relationship between the different ratios such as Return of Assets (ROA), Return of Equity (ROE) and Return of capital employee (ROCE) and the ratio of debit of the companies in long and short periods. 

1.4- [bookmark: _Toc96972766]Significance

In this study, the capital structure is investigated so that students and entrepreneurs can understand it. Emphasis is placed on the financial performance of the capital structure. It also shows how capital structure can be affected by macroeconomic factors such as Brexit and how it affects United Kingdom companies. (Atrill, 2011) 

1.5- [bookmark: _Toc96972767]Research question and hypothesis

This study is divided into two main issues.
How the capital structure and profits of a company are related and the second is? And how government policies can affect the profits of domestic companies?
Understanding how the capital structure may affect profitability is the objective of this study.

To study the structure of capital is important to clarify:
· How is the impact to choice different finance decision on company value?
· How are the impacts of gearing and ROCE, ROE and operating margin?

1.6- [bookmark: _Toc96972768]Limitations

The study is based on 5 FTSE 100 companies listed on the London Stock Exchange, United Kingdom. The limitation is due to the small sample size as only 6 years of these 5 companies are studied. This study could only include companies with more than 6 years in the market. These 5 companies are chosen from the same sector which is supermarket chain as they have the same corporate capital structure which will be analysed together with the management of the financial structure in the company. 

1.7- [bookmark: _Toc96972769]Plan of the study


The following structure is followed in this work.
The first chapter contains an introduction to the study, the objective of the research, the hypothesis, the model to be used for the work and the limitations that it could have.
The second chapter studies the background and empirical results of the study, the third chapter includes the conceptual framework and the methodology of the research and finally the fourth chapter analyses and interprets the regression data of the data obtained from the companies and finally the fifth chapter includes the conclusion and recommendations.

























[bookmark: _Toc96972770]Chapter 2: Literally  Review

[bookmark: _Toc96972771]2.1- Introduction

In this chapter you can find the most relevant theories to explain the capital structure and how the profits of a company can vary. Empirical and theoretical studies and the compendiums of the capital structure are analyzed.

[bookmark: _Toc96972772]2.2- Capital structure

One of the most important activities of the companies is undoubtedly the management of the capital structure. The company has financial resources and needs to get the right mix. the capital structure of a company can be defined as ‘‘the mix of a firm’’

[bookmark: _Toc96972773]2.3- Optimal capital structure

Companies by minimizing the cost of capital can maximize its value in the market. The cost of financing the shares is more expensive than debt financing, this is because the associated interest expenses are tax deductible. Dividends however are a part of the company.
This can be measured with debt - capital ratios, in order to compare companies must always work and offer the same type of product or service to have similar capital structure. the optimal capital structure is necessary for a company to be profitable.

[bookmark: _Toc96972774]2.4- Profitability

The profitability is the objective of every company. Profitability is when the company is capable to generate net income. The companies with profitability have the opportunity to use more debt because they  have less risk bankruptcy and financial distress risks.
However, if the company as a high profitability also have higher tax pay for this reason normally the big companies use more debt to get tax shields from interest payments.
The capital structure decision can change from one economy to other because every country have different characteristics, law and tax and companies need to work in different environment, it can be volatile, competitive and complex depend of the source.
There are so many studies of capital structure, it can help to identify how companies can have better performance to analyses the past problems in other companies. 
The profitability is a measure of efficiency in the firm and the ability to generate earning. Return on investment is one of the indicators of profitability in a firm. 
A company may be have profit, but the company can be unprofitable. The capital structure decision is important as it can help the profitability of the company and the market position it occupies.



[bookmark: _Toc96972775]2.5- Past studies on capital structure.

There are many developments of different theories of capital structure, it has created the important of capital structure.


[bookmark: _Toc96972776]2.5.1 Capital Struture by W A Chudson
 
Walter Alexandre (1945) developed a theory after studying and working on the capital stock and identified that there was a relationship between capital structure and profitability. One of the methods used for this conclusion was to use various capital structures such as debt and equity.
Also, the research found that there is a relationship between corporate financial structure and the profitability of the firm. He had proved that the relationship between profitability of a company with carious capital structure variable including debt and equity capital.

[bookmark: _Toc96972777]2.5.2 Leverage and Profitability theories

Kester (1986), Titman and Wesseles (1988), Rajan and Zingales (1995) and Michaelas (1999) were agreed with the negative correlation between retability and gear level. We can find companies with low debt levels and high levels of profitability this occurs because they use their internal funds to finance themselves. Although there are empirical studies with different opinions and which show a positive relationship between profitability and leverage. Abor (2005) found in his studies a positive relationship between total debt and the profitability of companies.


[bookmark: _Toc96972778]2.5.3 Arbitrage proof of Modigliani- Miller Theory On Capital Structure

Modigliani-Miller research for ways in which companies could obtain optimal financial leverage. MM suggested that a firm's total earnings and its level of business risk explained the firm's value without taxes. The value of a firm could be calculated by discounting total earnings using an appropriate discount rate. The discount rate refers to the Weighted Average Cost of Capital (WACC) where the operating risk of the company would be reflected. MM affirm that the optimal capital structure is not important for the value of a firm when the company has constant earnings, assets and future investment opportunities.

· Modigliani and Miller:  Arbitrage Theory

ARBITRAGE THEORY explains how the capital structure does not determine the value of the company or its cost of capital, they explain how the same company with different forms of capital structure but with the same gearing levels should have the same value in the market. MM made two assumptions saying that individuals and companies are eligible to borrow at the same interest rate but that companies with a high credit rating can borrow more than individuals. The second assumption was that when buying and selling a stock involves no transaction cost, this may affect the ability to profit without arbitrage risk. MM disregarded corporate taxes in this theory.



· Modigliani and Miller II: The addict of Corporate Taxes 1963

MM considered that there was a positive tax advantage when considering corporation tax. they supported the theory that the company should replace equity with debt, as it can protect its profits from corporation tax.
Thus, the decrease in the company's WACC tax advantages increases with the level of leverage. Therefore, ensures that the company's optimal capital will be 100 percent debt-financed. firms do not use all the debt financing in the capital structure because the cost of debt curve is downward to show lower taxes after the cost of debt financing and the firm's WACC will fall as gearing up further. For Modigliani and Miller do not consider the agency cost and financial distress of debt in their theory.

[bookmark: _Toc96972779]2.5.4 Pecking Order Theory

The creators of this theory were Stewart Myers and Nicolas Majful 1984, it is based on the asymmetric information of the firm, this indicates that the directors of the companies and the manager of the same has more information than the investors.
This theory explained by Myers 1955 is based on that companies prefer to use domestic financial resources because they are cheaper than using foreign debt capital. (Decker, 2011)
small companies met their needs through domestic financial or debt funds before capital, which is decided by having less intrusion and greater control of irrigation. There are companies that despite being large and highly profitable firms continue to use a low level of dude. This theory finds a tricky relationship between leverage and profitability. 

[bookmark: _Toc96972780]2.5.5 Agency cost Theory 

Jensen and Meckling 1976 believe this theory, it is a type of expense of the company, this service is performed with a virtue contract in which the director hires and the other party called agent performs some services on his behalf. There are three types of expenses, the first is, the director of the supervision of the agent, the cost of behavior and control, the operating rules and the compensation policy, the second cost is called bail expenses in which the company will pay, In this case the agent will not take actions that he gives; in the main and finally is welfare expenditure caused by the divergence of the agents' interests. 
The agency’s costs help to control the company’s management. Morri and Bereta 2008 differed that the capital structure is made by the cost of the agency. Authors such as Fama and Miller 1972 identified that the firm with positive value and longer credit histories would have less debt cost.. (Luhman & Cunliffe, 2013)



[bookmark: _Toc96972781]2.5.6 The trade off Theory 

This theory off explain that benefit and cost should be considered when a company decided its equity finance and debts. This theory was developed in 1970. The theory explains that there is a positive association between capital structure and profitability.
Affliction costs, compensation costs and tax benefits decide the optimal capital structure. Normally companies with intangible assets tend to have greater financial difficulties.  The trade-off theory explains that tangible assets are positively correlated with firms' financial returns. There is a stable equilibrium always in the trade off static theory as it moves firms away from the optimal capital structure, the target depends on the transaction costs.

Debt costs are lower than equity costs because the taxation can be decided from the interest on the debts for the firm. As we said before the objective of every company is to plan the optimal capital structure and minimizes cost and risk of bankruptcy 

Although, there are empirical evidence that contradict this theory and develop the negative relation between profitability and financial leverage. It was support by the Rajan and Zingales 1995 finding for G7 and Myers 2001.


[bookmark: _Toc96972782]2.5.7 The market timing Theory 

This theory proposed that there is no optimal capital structure for a perfect capital market. This theory was analyzed and criticized since there is no perfect market. MM after this theory I believe Proposition II in which it is described as the rate of medicated increased return that increases the debt. According to the Fire cars the value of the company can be affected by the capital structure and the cost of the company. The cost of the enterprise may be affected by a bad decided in the capital structure which may lead to a reduction in the net worth of the enterprise. Company managers must study the projects and these must be accepted according to the associated risks so a good combination of the chosen funding is important.


[bookmark: _Toc96972783]2.6- Capital structure and firm performance: empirical evidence

This study includes empirical studies that explain the impact of a company’s capital structure on its profitability. There are variations in the studies since these are affected by some variables such as the size of the companies, the risk, the state ownership and the whole group of measures that may affect the capital structure, These existing empirical evidence are used to help business managers make optimal capital structure decisions. (Alipour, 2015)
Manufacturing and service sector in France,Belgium, Italy and UK was study for the period 1993- 2001 by Goddarda, Tavakolid and Wilson 2005 the result of the investigation was that the firm with higher liquidity  tend to be more profitability.
Other studies used liquidity  ratios only for operation margin  for this reason capital structure with size and inventor turn over are the most important amount to define profitably in firm which operating in industry and services sector according to Albayrak and Akbulut (2008) (Dr. Bayram Topal, 2012)

The investigation in textile sector of Pakistan concluded that the relation between capital structure and profitability is negative. Also the study found that in the case of textile sector of Pakistan ROE increase as corporate profitability increase and ROA has no impact on profitability.

According to Fama and French 1998 the relation between leverage and profitability is negative because the if the firm use so much debt this can produce agency problems among shareholder and creditors.
Authors as Hutchinson (1995), Nervole (1968) Petersend and Rajan (1994) and Baker (1973) prove in empire studies that there is a significant relation positive between debt ratio and profitability ratio. In addition, Roden and Lewellen (1995) identified that the positive relation between total debt as a percentage of total buyout- financing package and profitability. 
For other hand, as define Baker and Martin (2011) the capital decision is one of the most important elements in corporate finance, the firm need to use for growth the mixture of debt and equity. It is used to finance its productive assets and contributes to the firm’s total level of risk.
The negative relationship theories are dominate, by comparing Hungary and polish companies by the data was analysis the relation between debt and performance this study was with other about identify relation between sources of debt as bank loans , profitability and trade credits, this study confirm that there is a negative impact, If debt on firm’s performances in many countries despite sources of finance. For other hand, there is a study which support that the relationship between equity and short- term debt is positive and long-term debt and return have a negative relation.
In Ghana South Africa the study was done by Abor (2007), he studies the medium size business and the found that short term debt has a negative impact with gross profit. 
The size of the firm is important also argue Ranja and Zingales (1995) because large companies are diversified and they are easy access to money market, then this kind of companies have stronger tendency in determining target debt ratio, for this reason large companies have stronger tendency and lower agency cost. Also, show that in a firm with a result decrease, short- term debt can help to increase profitability. 
As the theory said, according to Firer (2008) the capital structure is one of the most important decision in a firm because, a bad decision can cause increase cost of capital, also to have lower net present value NPV  of the firm and could reject projects that could be beneficial to the company also as result the shareholder can decrease value. In case that the firm take an effective capital structure decision the cost could be reduce and the net present value will increase and more project can be accepted.   
   
Some studies carried out by Addae (2013) asserted that there was a positive effect on the debt-equity ratio and the company’s rentability, this theory was met with opposing theories such as that of Endri (2020) where I mention that the debt-to-equity ratio capital has a significant negative effect.  (Endri, 2020)
the existing positive relationship between debt and profitability was explained by Hutchinson and I mention that companies must have profitability, the new profitability of a company is important because profitability means the survival of the company in the long term.

Baker and Wulger 2002 highlighted studies with negative leverage and profitability ratios among other studies that included cost adjustments to show the inverse relationship between profitability and leverage, This can be consistent with a dynamic trade off model. (Xu, November 2012)

The profitability of the company may be affected when the leverage of the operation increases and the optimal financial leverage is reduced. Thus, profitability and financial leverage have a negative relationship with operational leverage. (Chenm Zhiyao, 2019) 
Financial leverage and profitability have a relationship that depends on the extent of leverage and the costs of adjusting the leverage.

Barclay and Smith said that much of finance education was designed to pass students rules of thumb derived from the actions of successful practitioners for this reason is so important empirical studies and It can help to corpore firm to make an effective decision.  The objective of financial manager is to maximise the wealth of the shareholder because that provides the current price of the company’s outstanding ordinary shares. The companies need to pay all the stakeholder legal claims first and then shareholders will pay by the residual right over the assets of the firm. One of the most important goals of every firm is profit maximization and the best shareholder wealth, when shareholder is maximized everyone in the company have benefit including debt holders, employees even suppliers. The decision of a company to take a project or not is really important because it can change the share price, magnitude of cash flow and related risk. The managers that deal with financial decision, should have focus in two financial decision as the investment decision and financing. 
The managers of investment decisions should help the organisations to invest in projects and choose the sources of finance that would be more profitable for the company always in order to retain earnings, monitor borrowing and equity. The mix of financing according to Gitman (2003 ) impact in the cost of capital, value  of the share and it is associated risk of the company. Barton (1989) said that the highest profit the use of internal financing rises as well. (Damodaran, 2018)
For other hand Amidu studied Ghana banks and found a negative relationship between leverage and profitability. It was also indicated that there are numerous characteristics that can influence the capital structure such as, the bank size, corporate tax, growth assets structure. Companies were chosen on the Egyptian stock exchange from 1997 to 2005 by Ebaid (2009). In this study, three accounting base performance measure ratios (Return on Assets (ROA) were used ), Return on Equity (ROE) and Gross Profit Margin (GP). The resolution of this study was the negative relationship that exists in short term debt and total debt on the financial performance measurement ratio of Return on Assets (ROA). The study found that there is no relation between long term debt (LTD) and financial measurement ratio (ROA) even with any debt (TD,STD,LTD) and gross profit margin and return with equity ratios. San and Heng (2011)has been done other study in Malasia with 49 construction companies, they were small, medium and large size this include all type of debt to long term to capital (LDC), debt to capital (DC), debt to asset (DA), debt to equity market value (DEMV) debt to common equity (DCE), long term debt to  common equity (LDCE) as independent variable have corpore performance, return on capital (ROC), return on equity (ROE),  return on asset (ROA), earning per share (EPS), operating margin (OM) and net margin. Regression model is used to test the impact of capital structure and confirmed that a relationship between long term debt and this financial measurement ratio has not been found. Other study done by Pratheep Kanth (2011) of the Srilanka companies verify the negative relationship between capital structure and financial performance. Also, other study in Pakistan textile company confirm the negative correlation between profitability and leverage. This studies also support a positive relation between debt long term and ROA, this theory is support by Jensen (1986) and Gaud et al. (2005).
Empirical studies are growing in them the impact of capital structure and profitability are analyzed. Pirtea (2010) stated that if companies have an optimal capital structure, will have the maximum level of profitability. A study in Ixdex USA companies by Nagy (2009) concluded variable as current ratio, net profit margin, debt- to- equity ratio have a big impact in profit. Burja (2011) conclude after study a chemical industry that there is a positive relation with the efficiency inventories, financial leverage, debt level or efficient use in capital and have negative relation with fixed assets ratio. Also, other investigation has done with Romania companies and examines the impact of capital structure on corporate profitability. As result confirm that pecking order theory regarding capital structure adversely impact on profitability. The study concludes that investment in large amount can influence in the performance and generate diseconomies of scale whereas surprisingly companies with high tax rate capable of better performance. These studies are important because it can help to deciding in investment decision, could be useful for stakeholders, investor manager and support for public policy and promote financial education. As pecking order theory confirm the internal resource of finance are the most important sources for a company that external financial sources. When the firm is profitable tend to borrow less from outside because they have fund and it is easier and cost effectively. This result confirms that the relationship between profitability and capital structure is inverse. There are other work that share the same result did by  Supanvanji (2006), Sayilgan (2006) or  Sheikh & Wang (2010) . In other studies, profitability has no influence or unrelated factors over capital structure. But, the firm can measure the ability to repaying debt obligations and how it can tolerance debt in their capital structure if they have a good profitability.
After conducting a study on the impact of specific factors on capital structure decisions with thirty-nine Bangladeshi companies, company statements from 2003-2007 were used. Auto regressive model was used to test variables such as profitability on total debt to total assets ratio. The result of the relationship between profitability, liquidity, tangibility, managerial ownership with leverage is negative. Graham (2000) said that ‘the tax advantage to debt’. Stain (2001) declared that if the firm want more tax advantages the firm need to increase its futures debt levels. Both et al. (2001) found that the same type of variables affects firms in developing and developed countries in the same way, although there are some differences between countries that affect the results of the ratios such as inflation rates, growth rate and development of capital markets. Um (2001) found in his studies and observed that the static trade-off theory of capital structure stated that the relationship between tax advantages and firm's costs such as bankruptcy cost, also relates that the higher profitability, higher debt capacity of a firm.
Therefore, the positive relationship between financial leverage and profitability is proven. Authors such as Mirigianakis, Voulgaris, Asterious (2002) total assets, gross profitability, asset growth and net profitability have a great impact on capital structure. Authors such as Ronny and Clarirette (2003) agreed with the pecking order theory and disagreed with the trade-off theory on capital structure. Strebulaev (2003) stated that there is a positive relationship between profitability and annual leverage ratio, and that there could also be a positive relationship between optimal leverage ratio and profitability. Due of transaction costs it happens and companies do not adjust leverage ratios frequently rather allow them to move surrounds the optimal leverage ratios. Mesquita and Lara (2003) explained that one of the decisions that had the greatest impact on capital structure was the proportion of debt and equity. This influence implies as much as return rates can. The study also states that there is a negative correlation between long- term debt and return rates, but a positive correlation in the short term.
The result of an industry-based study did for Harrngton (2005) revealed that if manufacturing firms in concentrated industries have a low rate mean reversion in profitability when compared to firms operating in a managing Global Transition the impact of Capital structure on profitability 379 more competitive environment, this produces a good response of leverage to profitability. Several authors such as Tang (2007) studied Chinese companies, according to Tang, long-term debt in these companies is associated with growth opportunities, fixed assets or the joint effect of these two variables. On the other Hand Huang and Song (2006) found in their studies how Chinese firms' leverage also decreases with the tax shield of no debt, growth opportunities and profitability and increases as firm size and fixed assets increase.
Another study conducted on non-financial listed companies of Islamabad Stock Exchange by Raheman, Mustaba and Zulficar (2007) indicated that the capital structure of these companies has a significant impact on them. Dragota and Semenescu (2008) 
According to the study it has been proved that the pecking order theory is the most appropriate according to the study of the capital structure in companies in the Romanian market but the signaling theory was not entirely rejected. In another hands, Miller (1977) and Graham (2000) were agreed that companies with higher profits have little or no debt (despite conventional wisdom that the value of the tax shield forgone far exceeds the expected distress cost of debt). Midigliani and Miller  (1963) suggest that highly profitable companies should prefer borrowing to the tax shield. Therefore, companies prefer to tax-deduct such interest payments. However, Miler (1977) found that there is a limitation in this study by taking into account the effect of personal taxation. DeAngelo and Masulis (1980) confirm that some companies have more important interest shields such as depreciation, this is usual leverage regression profit are negatively related to leverage. Myers in 1993 and Fama & French 2002 this theory reject the trade off theory. stresses that firms have little debt even though they know that taxes sometimes exceed the costs of debt. Considering this theory, the key to the rejection static trade-off theory found in this study that less profitable firms typically reduce their debits and issue equity and more profitable firms typically issue debit and repurchase equity. Also, the study finds that the relationship between profitability and gearing is similar to Myers and Majful (1984) and that it reaffirms the pecking order theory in capital structure. This study also confirms that the relationship between profitability and gearing ratio is negative, but it is generally true that debt is negatively related to profits according to Kester (1986) and Rajan and Zingales (1995). However, lenders cannot distinguish between good and bad risk, so lenders cannot change the variable interest rates according to the actual risk of the transaction because they do not have this information. Lenders are under pressure to increase the overall cost of borrowing, which leads to the problem of adverse selection, which is why companies choose internal rather than external financing. Also indicated that there is a negative relationship between profitability and leverage in shot and long term debt as ther study found the negative relationship betweenn capital structure and profitability Zeitun & Tian ( 2007); Cassar & Holmes (2003) Hall, Hutchinson  & Michaelas (2004) are some of those who support these theories.

[bookmark: _Toc96972784]2.7- Capital Structure UK: Empirical Evidence


How the capital structure can affect by profitability or how the profitability can affect to capital structure, it is crucial and many author works in this complex situation. (Relationship, 2019)
Rajan and Zingales (1995) were the first to study the capital structure In United Kingdom, The study explains that the level of leverage negatively affects profitability and growth opportunity and positively affects capital structure. Nevertheless, as argued by Harris and Raviv (1991), 'The interpretation of results must be tempered by an awareness of the difficulties involved in measuring both leverage and the explanatory variables of interest' (Danbolt, 2002) after the study of 822 UK companies, Rajan and Zingales said that gearing appear to vary significantly , depending upon which component of debt is being analyses. Specifically the significant different are found in short and long term forms debt.

[bookmark: _Toc96972785]2.8- Politic government: Brexit.

The Brexit analyst confirm that have highly power of finance and clear limits to its ability to influence crucial policymaking outcomes. Most of the author have this perspective and believe that British policymakers have downgraded the interests of the City in favor of strategic electoral (James & Quaglia 2019) (Kalaitzake, 2020). The Brexit process have limitation to financial political power and has boosted flow of jobs and investments out of London. More than 440 banking and finance organisations relocated in EU that mean that 10% of UK ban k assets have moved to the EU. Also 7.400 financial services jobs have move. Amsterdan is now one of the biggest financial center in Europe. (Glossop, 2021) United Kingdom is open to have other international relationships with Singapore, United State and Switzerkand.  There are companies that will move to UK or open new office, the expectation actually is that around 300 to 500 smaller firm may open office but before the expectation was around 1,000 firm. (Wright, 2021)  However, UK VAT system is the same form as before, the change potentially will be on the scope of zero and reduced rates.
There are change in the system that reflect the equivalence of treatment for EU and non- EU customers. This include regulation for service suppliers, financial and insurance services supplies. Corporate tax and groups 

Many products are exported to the EU and would have been hit with significant tariffs and export quotas from January 2021, deal had been done between the UK and EU.
Exports from EU are change the time- consuming customer declaration and certificates of origin, also there are new border control. (Latham, 2021) 
The estimation the extra cost of such red tape is more than £7bn year by the UK government, imposed on manufacturers, this cost will have a major impact on private companies.  After Brexit, UK is now the only major European country in neither EU single market or the customs unions.
After the new regulation, the next task is how to move products across the channel. More than 80% of food imports come from EU, it produces cost and delays to the time- sensitive business of food and drink trade. By January 2021 Scottish fishermen protesting at the Parliament because of the complex new paperwork required and there are large amount of meat companies having problems at the borders, with shipments rotting and trucks awaiting European health checks.
The exportation to the EU from UK drops by 41%. (Walker, 2019) . The regulation for consumer to find the grocery shop start to cost more, it will be disrupter until early 2023 as a new rule are rolled out.
There are few potentially impact of Brexit, the annual inflation rate increased to 5,4% in December 2021 (Anon., 2021) The weakness of suppliers to supermarket chains could be seen in the Covid-19 pandemic when supermarkets shelves were empty  due to the fear of running out of food and toilet paper. Also, at short term UK is not able to fully self-sufficient, UK produce around 10% of its fruit and 50% of its vegetables.


The clear direction of the supermarket chain is higher price, less choice and poorer quality, Brexit introduce friction and restriction. The additional cost will be imposed on the overall food supply chain. After a study by Barclays based from UK’s imports said that new tariffs on food and drink imported the EU could amount £9,3 billion per year. This cost will pass to the consumer, basically the supermarket rises the price of its products.
The chief of big supermarket chain as David Potts said,  Morrison is in a good position because it runs its own food processing and packaging plants also they have direct relationships with farmers. Due, the Covid-19 pandemic affect to family budgets and the light of job losses. Morrison did the biggest price cuts in Christmas 2019 to established sales.  (Butler, 2020). Other supermarket chain as Lidl had problem in shelves stocked,  it was cause of the pandemic and Brexit, the CEO of Lidl said  ‘harder work than ever before’ because the shortages of drivers, warehouse workers and food processing staff putt pressure on grocery supply chain. (Butler, 2021)In other big supermarket chain like Tesco, introduce big amount of measures to deal with Brexit once Britain had left the European Union. Also, in the second lockdown the company broke ranks over business rate. (Boyle, 2021)










































[bookmark: _Toc96972786]Chapter 3:  Object and Research Methodology.

[bookmark: _Toc96972787]3.1 Introduction

The formulate of a good academic research is to have a good research methodology. This helps to develop and archive effective study results of the research. For a good study to be carried out correctly, it is necessary to use tools, methodologies and techniques to be able to develop it. In this chapter the three concepts of researcher are integrated. Sarantakos 1998 said research methodology is the way in which one makes sense of the object of enquiry. (Sarantakos, 1998). According to Saunders (2007) the result of the research is provided by the research methodology. On the other hand, a good research it is not necessary to use all the methodological elements, but we have to consider the ones that are really valuable for our work and that give sense to our research. Other Author like Kothar 2009 said that the key of every research is the subject to select the proper tools in ever research. Also, Saunders (2007) explain that a reliable explanation and accuracy of the work will make a research effective. The quality and quantities data is found in this research is important to develop the study.
Saunder (2007) describe research onion as you work from the outside of the onion inwards, the capital structure on profitability can be study by this method. (Crossley, 2021) The methodology can clarify why the investigation is elementary, why the writing research are utilized and the examination and data gathered. (Baby, 2008).
The performance of the companies is measured from the capital structure and its financial statements by ratios. These ratios are used to compare the performance of other companies or check the target of the firm. Four characteristics explained the performance of the company as size, profitability, growth and tangibility. Also, other different ratios can evaluate the performance of the company as the ratio of return of equity (ROE) and ratios return on assets (ROA) are the most used. Abbasali Pouraghajan (2012) confirmed that in his study the financial performance of companies is negative relative to the debt ratio. Other concepts such as firm size, tangibility, assets and growth have a positive relationship with financial performance for this reason if a company wants to increase its profitability need to reduce its debt ratio and the company performance will be positive. Drobets and Fix (2003) confirm that confirm that if a company select the best finance sources that have the best performance, an optimal capital structure is considered trade-off between the cost of debt and tax benefits from interest. The positive impact could come when the firm uses more debt than equity. The firm can use debt and they work in the benefit of the firm when they are cheap debt, the firm can have debt and tax advantage. However negative impact could come from debtholders. They impose restriction to prevent the distribution of return to equity holders. The fact of this restriction is to resolving debt burdens rather that increase returns and performance of the firm. This study research how debt and tax can impact in the performance of the firm.




[bookmark: _Toc96972788]3.2 Research Philosophy

Philosophy is a discipline and it has come as a body of knowledge and as a set of analytic skills in different fields. (Brinkmann, 2017)
Research philosophy is the first step of the onion model, in this step the study figures out what is the reality and the limits of the work, the three main research philosophies are positivism, interpretivism and realism. Theses methodology required excellent knowledge and understanding. (Melnikovas, 2018) The positivism and objective in the method is the most important in the studies to get less interference with the phenomena being studied. Therefore, positivism philosophy is use when the study demand quantitative design or the study need to collect the general information, fact or figure. Moreover, Goddard and Melville (2004) explain that interpretivism philosophy explain that can be developed with the explanation of further interventions. The last type of research is realism, this refers to the two references positivism and interventionism.
 The aim of this study is to investigate the capital structure in different companies, positivism philosophy is more relevant in that case.


[bookmark: _Toc96972789]3.3 Research Design

Research design generally uses quantitative and qualitative data according to Sauders (2007). A quantitative research design means that the information in the study provides related information without being biased by the environment, this may be considered the viewpoint of other similar studies (Peterson, 2007) One of the most important features of quantitative research design is that, it can collect information from a large population in a short period of time. This helps to reduce subjective judgements as well as promoting more specific conclusions. (David, 2021)The disadvantages of quantitative research design is that it is difficult and time consuming. it is also possible to find information that is not necessary and sometimes the information is not entirely clear due to fear of the real information. (Miller, 2020). For other hand qualitative research provides a much more flexible approach, the information provided is non-numerical and it comes from natural environment, other advantage is that this allows to researcher to gather information in depth. (Vaughan, 2021) The disadvantage of qualitative research is that the information depends on the interpretation of the research and may be non-objective or biased. (Gaille, 2018). Consequently, some studies use both methods to get the most objective result, this is the most appropriate to get the most approximate result also different capital structure theories would make it easier to understand. (Saunders, 1997). In this study the data are from finance statement and balance sheet from 5 firm listed on London stock exchange from FTSE 100. The data are for 6 year between 2016 -2021. The data are quantitative the ratio is calculated by using financial report of the supermarket chain firm select.

[bookmark: _Toc96972790]3.4 Research Approach


Research approach is divided in two types of research first is deductive research approach and the second is inductive research approach. Deductive research approach could be explained as the positivist research philosophy and can be support it research in specific conclusion than general. Inductive research approach is helpful because is interpretivist research philosophy. (McNiff, 1993) The objective of this research is to analyse the impact of capital structure on profitability.

[bookmark: _Toc96972791]3.5 Time Horizon

Time Horizon is point of time when the study will be evaluated. (Vineeth, 2022) There are two types of horizons available longitudinal and the cross- sectional. In the longitudinal, data and result of the study are collected. (Econ., 2015) Contrariwise, cross sectional taking into account the perspective and determine the impact of capital structure on the profitability.  This study will analyse the financial reports of supermarket companies from 2016 to 2021 and the research is cross-sectional because the data is time-based.


[bookmark: _Toc96972792]3.6 Data Collection and Instrument

Data collection is the systematic approach to gathering a measuring information. There are two sources primary and secondary and data collect can be also for two sources quality and quantitative. (Vaughan, 2020) In this study is to identify the impact of capital structure on the profitability of the select firm from FTSE100 in the UK during the period 2015- 2021. This empirical study has mostly quantitative data from financial documents. 


[bookmark: _Toc96972793]3.7 Secondary Data

The secondary data are used for empirical studies on capital structure. All data collected for the study of the impact of profits on the capital structure have been sought from books, school documents, bookstore annual reports, the internet and published literature. The data analyses can be divided into two groups of dependent variables such as profitability which is a specific factor influencing the capital structure decision and variable capital structure. One of the most important factors in a company is profitability as it has a significant impact on the capital structure decision. The independent variable is the capital structure in this study and it is measured by the leverage. These data were research from book value and balance sheet, profit and loss A/C & Statement of changes in equity the companies select period is from 2015- 2021.


[bookmark: _Toc96972794]3.8 Data Sampling

Data sampling is a group of technique refer to a group of different non – probability sampling techniques. Data sampling is used to analyze and it is based on the judgment of the research.

 There are two sampling methods, probability sampling which involve random selection and non- probability sampling which involves non-random selection based on convenience, allowing you to easily collect data and take sample (McCombes, 2019)
The fact of this techniques is not to make generalizations and chose the correct type of purposing sampling techniques depends of the purpose 

[bookmark: _Toc96972795]Advantages and disadvantages of purposive sampling.

Advantages of purposive sampling

One of the advantages is that it enables research to have a wide range of sampling techniques for qualitative research designs.
it has a wide range of non-probability; this is needed when a study has multiple phases of qualitative research designs.
It save time to a great extent by reducing volume of data 

Disadvantages of purposive sampling

The election of the data should be choosing correctly otherwise the process can to defunct. The selection of the data is a difficult job.
The examples chosen are subjective and sometimes difficult to defend as       representative of the sample.

[bookmark: _Toc96972796]3.9 Hypothesis testing : an overview


Hypothesis testing is essential when you want to make inferences about a population using random sample  (Frost, 2021) 

Hypothesis testing is done to avoid the two types of errors that often occur such as accepting a hypothesis that is not sufficiently supported or not accepting a decision that is sufficiently supported.

The hypothesis testing is always about population parameters. When the hypothesis have one or more equalities are called simple hypothesis and called composite when is use inequality, greater than and smaller than.
There are a few steps to undertaken in order to test a hypothesis in statistics.
When we have the population parameter we need to create a null and alternative hypothesis, develop a analysis plan to explain how the analysis will be evaluated, at the end we need to analyse the result and reject the null hypothesis or accept that the null hypothesis is plausible. (Majaski, 2021)



[bookmark: _Toc96972797]Null and alternative Hypotheses.


The studies try to determine the relationships between variables and to answer the question.  If there is a relationship between the variables. The result could be null or it can show that there is a relationship between the variables.
Null hypotheses is when is not found different or between the variable is not relationship. The other hypothesis is the alternative Hypothesis (H1) when there are a different in the population. 

[bookmark: _Toc96972798]Test statistic

Every test statistic is calculated from the data. Large test statistic is far from expected and do not support the null hypotheses.

[bookmark: _Toc96972799]p Value and decision criteria

The conditional probability is called p-Value. This p- Value respond to the answer ‘’if the null hypothesis were true what is the probability of observing the current data?’’ The null hypothesis is rejected even if the value of the hypothesis of the data are small. The theory argued that data are unlikely is the null hypothesis is true. (Hayes, 2022)

If p value   0,05 the data are significant in the study.

[bookmark: _Toc96972800]Considerations and rules of Statistical Hypothesis testing.

We need to consider several rules for test statistic to be understood correctly. The statistical test can lead to misunderstanding if the rules are not clear.

1- The null hypothesis indicates that there is no evidence necessary to accept the relationship between variables.
2- P-Value expresses the probability of the data being analysed and indicates whether H0 is true.
3- P Value does not express any information on the effects of the variables or on the size at which the variables may be affected.
4- The data represented in the theory does not indicate that the theory is true or false, it only indicates that, at best, it serves to strengthen or disprove a theory.
5- Statistics are used to look at the relationships of variables and provide us with little information but are not an absolute truth.










[bookmark: _Toc96972801]Hypothesis Test for Regression Slope.

The test analyses the linear significance between two variables: independent variable X and dependent variable Y.


  Y = B0 + B1X


X= dependent variable
Y = independent variable
B0  =  is a constant
B1 = is the slope



So, to have a relationship between the dependent and independent variables the slope line of the regression has to be different from zero.


[bookmark: _Toc96972802]Hypothesis Testing

In this study will be tested the following hypotheses.

Hypothesis 1

H0 = no link between leverage and company performance
H1 = there is a link between leverage and company performance.


We examine how the variable estimation coefficients that are used for the hypothesis work in this regression model.

[bookmark: _Toc96972803]Hypothesis used :     


  HO :  = 0 
  H1 :   0



H0 hypothesis independent variable is zero and this means that there is no relationship between the dependent and independent variables when they change.
H1 indicates that the changes that occur between the independent variables and the dependent variables when the variables vary.
The hypothesis has an error level of 5%. If the p- value  5%.

[bookmark: _Toc96972804]3.10 Research variables and model 

These are the multiple regression equations that will be used in this study to test the relationship between capital structure and profitability.

 Y=b0+b1x1

Y = Independen variable.

b0=Co efficient of  x
x1= Leverage 

So, according to the equations these nine different models have been realized.


Variables

These are the ratios that have been carefully chosen for the study of variables, there are several alternative ratios for the study of variables.




[bookmark: _Toc96972805]3.10.1 Dependent Variable

The dependent variable in this test is the profitability of the companies. The three ratios we will use for this analysis are Return on Capital Employed (ROCE) and Return on Equity (ROE) and Return on Assets (ROA)

·  ROE is the return on equity, measure the financial performance of the company and study the profitability and how efficiently it generates those profits. This ratio measure as earning before interest and tax (PBIT) divide by capital or equity. (Fernando, 2021)


ROE = PBIBT/EQUITY
· ROCE is return on capital employed, is a financial ratio and is used by firm to understand how well a company is generating profit from its capital. ROCE measure profitability before interest and tax and is divided by total capital employed.  The aim to analyses the capital employed is to see the operating cycle and how is this capital financed. (Vernimenn, 2009)


ROCE=PBIT/Capital employed
CE= Long-term debt + equity

· ROA is means ratio of Return on assets, it is a profitability ratio is one of the most popular because is a indicator of performance of the company. (Landajo, 2008) This ratio explains how a company is using its resources to make profits. The formula is net profit divided by its total assets from the balance sheet. ROA is a simple measure to know the single company performance. if that ratio is small that 6% means that the company is making bad investments, spending so much money. (Birken, 2021)



ROA = Net profit / Total assets 





[image: ]
Fig.1 ROA 






[bookmark: _Toc96972806]3.10.2 Independent Variables


The gearing ratio is focused on the company's structural capital.  This ratio is also concerned with liquidity. In this study, the sensitivity of this test will be tested with two different types of ratio results such as Debt ratio and debt to equity ratio has been used as a measure of leverage.

· Debt Ratio to Assets  this is leverage ratio that compare debt obligation to the company total assets. If the company has a high ratio means that the company have high degree of leverage on the contrary if the ratio is small the firm may lack the financial flexibility. (Blakely, 2021)



Debt to assets Ratio = Total Debt/ Total Assets.


· Long term debt to Total assets ratio, this ratio show the financial position of the company including its ability to meets its financial obligations. (Kenton, 2020) Creditors prefer lower debt ratios, high debt is always associated with risk of bankruptcy. (Kaplan, 2010) This ratios is calculated within 1 year.






Long term Debt to Total Assets Ratio = Long Term Debt / Total Assets




· Debt to equity ratio, this ratio is used in corporate finance and used to evaluate a company’s financial leverage. This ratio represents the total debt to capital. The capital in this ratio is calculated with the total debt, equity and preferent share. This ratio is long term due debt is more than one year. 






Debt /Equity  ratio= TD / (TD + ECR + PS)
TD-the book value of total debt
ECR-Equity
PS - the book value of the preference shares.

There are two independent variables as are important but this study is not going to analyses.

Firm size: the side of the firm is the book value of total assets. Also, the firm can be measure by annual growth and profitability. (Kumar, 1999). There are different measure form firm size and it can have different impact in the firm. The firm size mater and affect to capital structure. There is different measure the size of the firm such as number of employees or total assets, sales or market value. Depend of the size of a firm the dividend payout policy is change. (Hashmi, 2020)

Growth Opportunity: the growth of the company can be measure by the ratio market to book. But in this study, it is not calculated. So, Tax imposed by the state and political changes in a country can be an impediment to business growth. However, growth opportunities are essential in every business to expand product service and claim a long- term survival of a business.




[bookmark: _Toc96972807]3.11 Other variable macroeconomics can affect to capital structure: Covid- 19  Effect In Brexit transition.

Brexit is one of the principal risks from 2017- 2021. The companies need to be
prepared to drive higher UK domestic inflation and increased import costs from
a weaker Sterling and control costs for exports and imports will rise.
The impact of Covid-19 and Brexit make the companies work harder with
regulation and supplier, also continue to hard work with customer make sure the
engage them with the companies. Some companies like Tesco improve
payment terms with smallest suppliers.
The balance sheet in Morrison from 2020 was focus in low debit and a largely
freehold estate, also they have focus in cash generation. Even with that difficult
circumstances, Morrison grew and show that its balance sheet and finance
situation is strong. Companies such as Morrison’s increased staffing levels to
cover absences due to the pandemic, and another change was to invest in
expanding channels such as online delivery and click and collect, with the
creation of new boxes for food delivery service.
Companies like Tesco, the aim is be sure that the impact and regulatory change
are incorporate in to the strategic planning. The company manage regulatory
risk and implement them with compliance programs. Brexit impact in this chain
of companies with politic regulation and higher UK domestic inflation. The focus
in that moment is to generate sufficient cash to meet business objectives, as
new important duties and tariffs with a consequential economic impact. Also,
other the consequences are the credit risk arises and liquidity risk is working by
combination of retained profits, disposals of assets, debt capital market issues,
commercial paper, bank borrowing and leases. Borrowing cost are recognized
in the group income statement, in 2021 the retail tax paid lower in 2021 as
result of lower operating profits.
Sainsbury is other the chain that is analyst in this study, in 2017 the impact of
weakness sterling foreign exchange rates change financing by diversifying
funding sources. The strategic of Sainsbury was borrowing long term maturities
and maintaining sufficient levels of stand by liquidity. The Brexit remained a
focus thought out the year to ensure that the impact on the business, customer
was minimum. The 2018 and 2019 were year of growth rate record but Brexit
deadlines weakest lever of international trade business investment. The UK
government finish the transition period at the end of 2020 and the companies
need to be ready.
Mark &amp; Spenser by its side has planned and prepared consumer budget
because Brexit is outside of them control. The measure by 2000- 2021 was to
secure cash flow and maximiser sales and the discount will inevitably continue
to grow. The scenario with the adverse impact was reviewed against the current
and projected liquidity position to conclude on the company viability.
Brexit add many inconvenient as changes in credit regulation. The firm
received updates on the group to prepare of developing government guidance,
focusing on management operational. The consequences of this is a financial
impact in the company and potential strategist companies have now more debit
that they planned in the balance sheet and it make losses a large of the year.
However, the biggest impact is the availability and integrity of the food and the
ability to operate all the routines a new control.
The UK economics one of the biggest economics over the globe is predictive to
grow slow over the next few years because of the Brexit. Also, the Bank of
England raised interest rate and the margin of the products are small because
is affected by a weaker sterling exchange. (Are Tesco, 2019)

John Lewis have partnership to different companies for this reason this
company suffer impact through risk committees and divisional boards to the
executive team.
In 202O the pandemic Covid -19 started, this moment was a significant
challenged, in this crisis UK government support business with rates relief and
furlough, this measure avoids several restructurings of the partnership and
avoid close full company just close 8 stores and also put job at risk.
 

Brexit and Covid-19 have many consequences on the supermarket chain such
as price, quality and low supply, in the pandemic, some shelves were empty of
EU products. The cost of the bureaucracy involved adds cost to the products
and increases the price the consumer has to pay. Inflation contributes to higher
prices and the customer&#39;s budget to spend in the supermarket will be lower, it
reducing the profitability of such businesses. Also, the interest rate of the bank
is rise that produces that the company need to add more cost of interest to the
balance sheet when they borrow money in the short or long term. The central
bank will rise again the interest to 1,5% by mid 2023. That measure help to the
inflation caused by the crisis of Covid-19. (Partington, 2022)

Petersen & Rajan (1992)refirm the there is a positive relation between profitability and debt ratio as explain  trade-off theory. A study conducted in Nigeria with sixty non-financial firms between 1996 and 2000 using two panel regression measures of profitability: Net Profit Margin and Operating Profit Margin (OPM).  The result was that there was a negative relationship between capital structure and profitability, the debt ratio was the one that provided the answer to this study. The result is also in agreement with the pecking order theory which explains that profitable firms depend on retained earnings, debt and equity and do not intend to have an optimal level of leverage to reduce debt costs. Another study was based on the effect of the use of leverage on market and designed a weighted scheme that captured the impact of rebalancing leverage on profitability. The study found that there is a negative relationship between the current structure of the firm and the weighted average historical profitability. This assertion is more effective when firms have low growth. this study also concluded that the firm's capital structure largely represents cumulative historical operating earnings.
The trade-off theory explains that companies with profitability can have debits in their capital structure, this firms they face lower financial distress costs and will have large profits from debts and large interest tax shield. There are many studies that indicated that the static trade-off theory has not always the same empirical result, literature provides a negative relation between profitability and leverage. (Timan and Wessels (1988), Baker and Wurgler ( 2002) The negative relationship between leverage and profitability is corroborated again by the dynamic trade theory, usually in companies with higher growth opportunities, as they usually retain funds for good and future investment opportunities. Jensen (1986) explain how old firms can enjoy full advantage of debt with higher free cash flow. The commitment to pay interest and leverage made managers cautious about investing to increase the value of the company. Once again, the dynamic trade of theory has a negative relationship between leverage and profitability they are as profitable companies but they use their internal resources and do not use debt to finance themselves. Kayhan and Titman (2007) found after study to attempted to carried out investigation on the long-term persistence of the impact of leverage. He studies the earning over 5 to 10 years and he found that cumulative profitability and leverage is relatively weaker in early period and it was inspective result when the effect of profitability is positive in market leverage regressions.















[bookmark: _Toc96972808]Chapter 4 : Presentation and interpretation of finding


[bookmark: _Toc96972809]4.1 Introduction

This study deals with the empirical interpretation found to show the relationship between capital structure and supermarket profits. Also, in this chapter we will be exploring is funding the interpretation of the statistical results, correlation coefficient and regression analysis.
This chapter includes the conclusion and recommendation of this study.


[bookmark: _Toc96972810]4.2 Descriptive statistics

Descriptive statistics provide simple summaries about the sample and the measures of the basic features of the data that have been found in the study. Descriptive statistics are broken down into measures of central tendency and measures of variability.
In this example is shown five chain supermarket companies listed in the  FTSE 100. 

	
	ROE
	ROA
	ROCE
	Long Term Debt

	Mean
	0,042
	0,02
	0,065
	0,23

	Media
	0,037
	0,016
	0,072
	0,22

	minimum
	-0,066
	0,033
	0,0041
	0,08

	maximum,
	0,124
	0,063
	0,11
	0,42

	Std DEV.
	0,0412
	0,0194
	0,021
	0,081



In the table the standard deviation of return on equity is 0.042 and the mean value is represented by 0.041 which is influenced by the structure of capital. Show in the survey period, we can see the that it is not possible for the companies to have made any profit because the minimum return is -0.066 and the mean value is shown to be 0.042. This shows is that some companies are have not making any profit or are making a loss between the years studied. 
In this study we work with 30 observations. Overall, the mean value of return on capital employed was 0.065, the standard deviation is 0.021 minimum value is 0.0041 and maximum 0,11. This result above, confirm that this companies have made losses or less profit than they expected. The result may be due to unprecedented macroeconomic conditions, such as the beginning of Brexit or the Covid-19 crisis. 


[bookmark: _Toc96972811]4.2.1 Analysis of descriptive statistics

The analysis of description statistics is normally a given data set that is fromed sample of a population. Included in this analysis are measures of central tendency such as mean, media and mode, as well as measures of variability indicated by standard deviation, variance, minimum and maximum variables and skewness. (Hayes, 2021) In order to represent a distribution, this study should contain at least 20 or more observations. In this study we have 30 observations from different firm. (Anderson, 2011). This study allow us to gain a general idea of trends and, therefore, is useful because,  it allows us to interpret a large amount of data.

The media measure of central location of the observation and is the middle value. The mode is the measure, that occurs with greatest frequency.




[bookmark: _Toc96972812]4.3 The regression model

Regression model expresses the relationship between one or more independent variables and a response. The regression in this analysis is used to check and explain the impact of profitability on capital structure.

It is a reliable method of identifying which variable impacted in the study. The regression can help us to determine which factor can be ignored and how this factor influence the other factors we are measuring. (What is Regression Analysis, 2021)

Dependent variable: This is the main factor of the study that we are trying to understand.
Independent variable: This is the factor that you hypothesize will have an impact on your dependent variable.
 
The regression model should always consider an error term because in reality, independent variable a precisely predictor of dependent variable.
If we have good efficient statistics in our model we will have less variability from sample to sample. (Hoffmann, 2016)



CS = βo + β1X +e
CS = Capital structure or independent variables 
X = profitability or dependent variables
e = the error term β0 = the intercept of equation
 β1 = the change of co-efficient for profitability

[bookmark: _Toc96972813]4.3.1 Regression analysis.

The purpose of using regression techniques between a firm's capital structure and profitability is to study the relationship between any of the variables within the study. (Hoffmann, 2016) The regression analysis aims to identify which variable will  have impact on a topic of interest. Regression analysis is a tool commonly used in financial analysis. This model has two different variables -  dependent and independent. 

Ratio Return on Equity -  ROE
Ratio Return on capital employed - ROCE
Ratio Return on assets - ROA


· [bookmark: _Toc96972814]Tax optimization and the firm’s value.

Tax optimization is very important in the company's capital structure. The tax optimization in a firm can increase the firm’s value. (Soufiene Assidi, 2016) .Other study in the Tunisian firm confirm that tax optimization, accruals and investment increase the firm’s value. Also, Alvarez and Marsal (2012) declare that tax topic are considered by financial department in up to 92% of business decision. The tax optimization can maximized profit levels.

The empirical result show that tax optimization increases the firm value. A study in Tunisi over 11 year period between corporate tax optimization and the firm value, revealed that tax optimization increase the firm value, also compared to  listed firm, to non-listed  firm  the study concluded that listed firm were better able to optimized tax thought adopting a tax policy. (Assidi, 2016)


· [bookmark: _Toc96972815]Regression Statistic ROE / debt Assets as dependent variable.

Debt Assets Ratio is a leverage ratio, this ratio defines how financially stable this firm is because express the total amount of debt relative to assets owned.  This ratio measure assets that are finance by debt rather than equity. 

	Regression Statistics

	Multiple R
	0,362268

	R Square
	0,131238

	Adjusted R Square
	0,100211

	Standard Error
	0,039834

	Observations
	30



	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,006711
	0,006711
	4,229762
	0,04914707

	Residual
	28
	0,044428
	0,001587
	
	

	Total
	29
	0,05114
	 
	 
	 



	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,089677
	0,024293
	3,691495
	0,000955

	Debt Ratio to assets
	-0,09072
	0,044109
	-2,05664
	0,049147




The table of the regression Statistic ROE show R- square is 13% and adjusted R2 is 10%.  It means that 10% of the Roe of the firm is determined by the said variable of capital structure.  The capital structure is associated with profitability.
P-value is 0,049  0,05, it explains that Capital structure has significance association with profitability at 0.05 level of significant.
The model in this study has just 30 observations, a study with more observations can be most efficient. Also, the coefficients of leverage is – 0,09 that show the capital structure has negative relationship with profitability (ROE).






· [bookmark: _Toc96972816]Regression Statistic ROA/ Assets  as dependent variable.

	Regression Statistics

	Multiple R
	0,422797

	R Square
	0,178758

	Adjusted R Square
	0,149428

	Standard Error
	0,018242

	Observations
	30




	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,002028
	0,002028
	6,094687
	0,019927

	Residual
	28
	0,009317
	0,000333
	
	

	Total
	29
	0,011346
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,045995
	0,011125
	4,134406
	0,000293

	Debt Ratio to assets
	-0,04987
	0,0202
	-2,46874
	0,019927





This regression Roa to assets reveled that R square is 17% and the Adjusted R square is 14% that explain that 14% of the Roa of the firm is determined by the  variable of capital structure.  Roa determine how the efficiently is a company uses its assets to generate a profit. 
The P- value in this model is 0,019  0,05 it explains that the investment in the company have a significant relation with profitability.
The Coefficient leverage in this model is  -0,049 that mean that investment have a negative relationship with profitability. 


· [bookmark: _Toc96972817]Regression Statistic ROCE/ debt assets as dependent variable.

	Regression Statistics

	Multiple R
	0,071946

	R Square
	0,005176

	Adjusted R Square
	-0,03035

	Standard Error
	0,022057

	Observations
	30



	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	7,09E-05
	7,09E-05
	0,145689
	0,705571

	Residual
	28
	0,013622
	0,000486
	
	

	Total
	29
	0,013693
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,070645
	0,013451
	5,251939
	1,39E-05

	Debt Ratio to assets
	-0,00932
	0,024424
	-0,38169
	0,705571




The result of R square is 0,5% and Adjusted R square is -3% that means that Roce have low determination by assets as the significance can increase with the sample size.
Significance F is 70% this result indicates that the relation between these two variables is insignificant.

The result of the regression statistic above shows that the coefficient leverage is -0.009, it is statistically significant at 5 percent level with p- value 1.39E-05 this result express that there is a negative relation between profitability and financial leverage. 
The proposition made by Modigliani & Miller (1963) on the capital structure irrelevance theory indicated that the amount of debt of a company did not affect the performance of the company, even the value of the company showa not change.
The value of p- value is 0.70 which is greater than 0.05 that means that the relationship between finance leverage and profitability does not have any impact on each other.  This study confirmed the theory by Modigliani & Miller  (1963), which argues that the amount of debt in the capital structure does not affect firm performance and the value of the firm.

· [bookmark: _Toc96972818]Regression Statistic ROE DEBT/EQUITY as dependent variable

Debit equity ratios is a solvency ratio and is used in corporate finance and reflects the ability of shareholder is a type of gearing ratio, if this ratio is raising normal, this  means that the  firm have a weak financial solvency and the company has lost its control. (A, 2017)
            
	Regression Statistics

	Multiple R
	0,007184

	R Square
	5,16E-05

	Adjusted R Square
	-0,03566

	Standard Error
	0,042735

	Observations
	30




	
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	2,64E-06
	2,64E-06
	0,001445
	0,969944

	Residual
	28
	0,051137
	0,001826
	
	

	Total
	29
	0,05114
	
	
	



	
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,042532
	0,015858
	2,681961
	0,012136

	Debt/ Equity ratio
	-0,00049
	0,012996
	-0,03802
	0,969944



The Adjusted R of this regression is to low, it could be because there is not enought observations are not enough for this study. The significance of F is 96% that means that the debt equity is insignificant and it does not have an impact on profitability.


· [bookmark: _Toc96972819]Regression Statistic ROA DEBT/EQUITY as dependent variable.


	Regression Statistics

	Multiple R
	0,05946

	R Square
	0,003535

	Adjusted R Square
	-0,03205

	Standard Error
	0,020094

	Observations
	30




	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	4,01E-05
	4,01E-05
	0,099344
	0,754955

	Residual
	28
	0,011305
	0,000404
	
	

	Total
	29
	0,011346
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,021836
	0,007456
	2,928464
	0,0067

	Debt/ Equity ratio
	-0,00193
	0,006111
	-0,31519
	0,754955



In this regression where we study the relationship between ROA and the debt equity ratio, we have shows that the R square is also low. That can be possible because ROA is not determined by debt equity and also it can be because the observation is small.
The significance F is 5% which is high and means that the variable does not impact.

· [bookmark: _Toc96972820]Regression Statistic ROCE /debt equity as depend variable

	Regression Statistics

	Multiple R
	0,307398

	R Square
	0,094493

	Adjusted R Square
	0,062154

	Standard Error
	0,021043

	Observations
	30




	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,001294
	0,001294
	2,92192
	0,098446

	Residual
	28
	0,012399
	0,000443
	
	

	Total
	29
	0,013693
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,077367
	0,007809
	9,907808
	1,18E-10

	Debt/ Equity ratio
	-0,01094
	0,006399
	-1,70936
	0,098446



In this regression we have R square shown as 9,4% and Adjusted is 6,2% that explain that ROCE is determined by debit equity ratio as 6,2%
The percentage for Significance F is 9,8% that means that the variables have insignificant relationship 

A studio by Porter and McGahan  (Porter, 1997) explain that the firm changes its structure over time, this is because industry effects are more persistent over time in comparison to firm-specific effects. 

· [bookmark: _Toc96972821]Regression Statistic ROE / LONG TERM DEBT as dependent variable

Long term debt to total assets ratio is a solvency ratio, and 
its purpose is to measure the financial situation of the company, as for example loans or other debt obligation for more than one year, and also includes its ability to meet its financial obligation. 
When this ratio increases, it means that the company has more debts, which leads to a rise in interest rates and a decrease in profits.








	Regression Statistics

	Multiple R
	0,334704

	R Square
	0,112027

	Adjusted R Square
	0,080313

	Standard Error
	0,040272

	Observations
	30



	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,005729
	0,005729
	3,532478
	0,070622

	Residual
	28
	0,045411
	0,001622
	
	

	Total
	29
	0,05114
	 
	 
	 



	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,082698
	0,022865
	3,616839
	0,001162

	Long  term debt to Assets
	-0,17002
	0,090461
	-1,87949
	0,070622




In this regression we are going to study ROE and long term debt which depends on the  variable the - R- square which is 11%  this can explain the independence variable change and the adjusted R square which is 8% this is a confidence level for a sample of 30. It means that 8% of ROE is explain by long term debt to assets.
The significance perspective is 0.07 which is greater than  0.05 that mean that the statistic is insignificant and the long-term debt to asset has no impact on ROE.
The coefficient is negative, indoicating that we can said that long term debt to assets have a negative impact in financial performance of the company.
The Roe is not affect by long term debt in this kind of companies with this number of observations. 





· [bookmark: _Toc96972822]Regression Statistic ROA / LONG TERM DEBT as dependent variable



	Regression Statistics

	Multiple R
	0,499659

	R Square
	0,249659

	Adjusted R Square
	0,222861

	Standard Error
	0,017437

	Observations
	30




	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,002833
	0,002833
	9,316377
	0,004934

	Residual
	28
	0,008513
	0,000304
	
	

	Total
	29
	0,011346
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,048402
	0,0099
	4,889168
	3,76E-05

	Long  term debt to Assets
	-0,11955
	0,039167
	-3,05227
	0,004934




In the regression above, R square is 24% and the adjusted R square is 22.2%. 
The 22,2% mean that  ROA is determined by the long-term debt.


The significance is 0.004  which is less than 0.05  which means that means that the  ROA have a significance on long term debt.
And p – value is 0,004 < 0,05 because this situation explain that long term debt asset  is significant and has impact on ROA .
The regression intercept coefficient result presented in this table show that the ROA and Long-term debt is 0.048. This result explains that there is statistical relationship between long term debt of this companies when measured by ROA. ROA is a profitability ratio to evaluate the company finance health.

· [bookmark: _Toc96972823]Regression Statistic ROCE LONG TERM DEBT as dependent variable

	Regression Statistics

	Multiple R
	0,48807

	R Square
	0,238212

	Adjusted R Square
	0,211006

	Standard Error
	0,019301

	Observations
	30



	 
	df
	SS
	MS
	F
	Significance F

	Regression
	1
	0,003262
	0,003262
	8,755643
	0,006216

	Residual
	28
	0,010431
	0,000373
	
	

	Total
	29
	0,013693
	 
	 
	 




	 
	Coefficients
	Standard Error
	t Stat
	P-value

	Intercept
	0,09645
	0,010958
	8,801469
	1,49E-09

	Long  term debt to Assets
	-0,12829
	0,043355
	-2,95899
	0,006216





In this regression we can see R square is 23% and the Adjusted R is 21% this explain that 21% Roce is determinate by long term debt. Roce is a profitability ratio that explain how the efficiently the company work and normally the capital employed refers to total assets of a company less all current liabilities.
The significance F is 0,006 that means that long term debt is significant and the equation overall fits. Also we can see that P value is 0,6% that means that long term debt have a significance impact in ROCE.




[bookmark: _Toc96972824]4.3.2 Hypothesis Testing

Testing Hypothesis is a methodology, it is used by data, in this study the data are from supermarket chain the data need to have equal proportion and make sure that the data are representative. The data that we use are from big companies like Tesco, Morrison, Mark & spencer, Sainsbury and John Lewis. The data collection are from the calculation of that data each balance sheet. the test is used to see oif there is a relationship between variables. (Examples, 2019)


[bookmark: _Toc96972825]4.3.3 Capital structure and firm performance

[bookmark: _Toc96972826]Firm market value

The relation between firm market value and its capital structure is negative. Nevertheless, past studies explain the positive impact in capital structure and its impact on the firm’s value. This indicates that, value of the company in stock price and market price increases as debt levels increase. (Ward, 2006) (Sharma, 2006) These studies were based on the hypothesis of established efficient markets in America and Europe. Modigliani & Miller assumed that this theory could work for developed and mature markets. So, in the UK there is an imperfect market environment, the efficient market hypothesis does not fit this theory. The reason for this theory is that capital structure is negatively associated with the value of the debt of FTSE 100 listed firms.
The capital structure varies depending on the sector of the firm. In some industries the impact of the capital structure may be positive and in other companies the capital structure may have a negative impact, there may be a few industries may not have link between firm value and capital structure. 
[bookmark: _Toc96972827]Chapter 5: Conclusion and recommendations

[bookmark: _Toc96972828]5.1-Conclusion

After the tests and research carried out in this study, we have answered to the questions that were asked about the capital structure and how it influences the profitability of the company. According to the descriptive statistics analyses in this study, it can be seen that the companies are making losses  in the years studied (2016- 2021). This could be due to the tax increase,  because of Brexit or it may be due to the crisis caused by the Covid-19 where many companies having to close due to their losses during the lockdown. Some of the companies studied had part of its capital in retail, which has been one of the most affected sectors in 2020-2021. In this study, we use multiple measure such as; Ratio Return on equity (ROE), Ratio Return on Capital employed (ROCE) and Ratio Return of assets (ROA) as an indicator of the financial performance of the company.
According to the regression analysis technique used in this study with 5 companies from 2006 to 2021, the paper has answered the question asked, which is the following one – Does the capital structure has an impact on profitability?
We can explain that, in this research, we have answered the question asked, which is whether the capital structure has an impact on profitability. We can argue that the relationship between capital structure and financial performance can be declined. As a result of the statistical regression, we can observe that there is a significant relationship between the capital structure and profitability of the company, having a negative relationship between (ROE) , (ROA) and debt to assets. In this regression the relationship between (ROCE) and debt assets is insignificant but we can see that there is a negative relationship between profitability and financial leverage. When we analyze the ROE, ROA and ROCE ratios with debt-equity we find that the existing relationship is insignificant and has no impact on this type of company. This result may be due to the type of company or that the size of the sample we have is not sufficient for the analysis.
The debt ratio is one of the most important factors to know if the company has financial health. This ratio helps investors to identify risk rates for companies. This principle is currently supported by studies and indicates that companies with large debts can be influenced by the value of the companies. The firm can reduce its debt ratio by increasing profitability and then improve its ROCE and ROE ratios. For this reason, companies should have a defined and planned capital structure in order to have more profitability increased shareholder wealth and be able to run businesses successfully. The result of this study indicates that the increase of debt in the firm puts the firm at risk because of the associated fixed cost of debt which a firm definitely has to pay even if earnings declined. The firms have a tax advantage when they have financial leverage, but it can, in turn, increase the default risk of the lending institution.  Default risk is referred to as the ability to meet obligations and debt within specified periods.
According to Hale's study, 1998 the growth of debt can increase the danger of corporate liquidity when the economy suffers a recession, so it is important for the lending companies to understand the default risk of a firm's financing differences depending on the firm and their own financing system.

[bookmark: _Toc96972829]5.2-Recommendation

The recommendation below has been written after the study and observing the results obtained above.
Companies should choose the firm borrowing carefully, because whether debt or a loan-  either short or long term, they should try to keep the interest and costs as low as possible for the company. Although it is preferable and safe to always use short term borrowing, it helps the company to avoid bankruptcy. Companies should work on their own capital structure and create their own optimal capital structure. This will help the company to increase profitability. Companies should seek a balance between debt and equity which will reduce finance cost and as mentioned above will help to reduce the risk of bankruptcy.
Communication between companies and investors is really important for investors' decision making, to help this situation companies should establish performance standards to make it easier for investors to monitor the firm.
Macroeconomic problems such as Brexit and the global economic crisis are directly affecting the companies studied. The government should create laws to control inflation and taxes rise, as the performance  of firms are affected.

The study shows how performance declined due to Brexit the value of the Sterling  has fallen and as a result products and services in these companies start to increase inprices. The government should help companies in this situation and try to make regulations as soon as possible but the uncertainty of Brexit, that has been prolonged for years since it was accepted until it came into force in January 2022,  has increased the uncertainty for companies, suppliers and consumers.

Taxes and rising interest rates act as a barrier to company growth, which means that the companies with the best performance and the most optimal capital structure as well as,  lowly geared firm performance will be the ones that grow faster than their competitors.

This study is based on financing ratios such as debt equity, long term debt and profitability ratios such as Roa, Roe and Friction. The 6 companies that have been selected for the study are listed in the FTSE 100, they only represent a part of the companies with the peculiarity that they are all supermarket chains, as a result, they only represent a small sample of the total 

The time frame of this study was only 6 years from 2016 to 2021, if it had been conducted over a longer time scale it could have been more reliable and accurate.

In 2021 the companies listed in the UK were around 2.010 companies since 2016 the amount of listed companies have been decreasing, in the present study, only 6 have been studied of which John Lewis due to the Covid-19 crisis has closed shops that were part of its partnership this is because this company sells clothes and other products, some of the shops were closed because of the lockdown even the government aid by sustaining company.


[image: ]


Fig 2 : Number of companies trading monthly on the London Stock Exchange (LSE) from January 2015 to January 2022. (Deparment, 2022)
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	MORRISON
	 
	 
	 
	 
	 
	 
	 
	 

	
	YEAR
	ROE
	ROA
	ROCE
	Debt Ratio to assets
	Debt/ Equity ratio
	Long  term debt to Assets
	Total assets

	
	2016
	0,0755
	0,025
	0,073
	0,48
	0,73
	0,24
	6429

	
	2017
	0,0723
	0,0304
	0,077
	0,45
	0,7
	0,22
	6786

	
	2018
	0,0789
	0,0332
	0,078
	0,54
	0,64
	0,25
	5264

	
	2019
	0,0525
	0,0213
	0,079
	0,51
	0,62
	0,23
	5246

	
	2020
	0,079
	0,0332
	0,0739
	0,53
	0,6
	0,22
	10920

	
	2021
	0,0224
	0,0089
	0,0359
	0,42
	0,81
	0,3
	11036

	Josh Lewis
	 
	 
	
	
	 
	 
	 
	 

	
	YEAR
	ROE
	ROA
	ROCE
	Debt Ratio to assets
	Debt/ Equity ratio
	Long  term debt to Assets
	Total assets

	
	2016
	0,124
	0,0359
	0,071
	0,66
	1,87
	0,15
	6211,7

	
	2017
	0,037
	0,0562
	0,081
	0,67
	0,94
	0,15
	6286,1

	
	2018
	0,0386
	0,0118
	0,066
	0,63
	0,8
	0,08
	6253,7

	
	2019
	0,0129
	0,0122
	0,073
	0,58
	1,71
	0,2
	6312,1

	
	2020
	0,0131
	0,063
	0,058
	0,35
	1,4
	0,21
	7700,7

	
	2021
	0,0174
	0,0609
	0,067
	0,26
	1,07
	0,17
	7485,4

	Mark Spencer
	 
	0
	0
	 
	 
	 
	 

	
	YEAR
	ROE
	ROA
	ROCE
	Debt Ratio to assets
	Debt/ Equity ratio
	Long  term debt to Assets
	Total assets

	
	2016
	0,1174
	0,0477
	0,051
	0,24
	0,95
	0,18
	8476,5

	
	2017
	0,0355
	0,0139
	0,0489
	0,62
	1,63
	0,2
	8292,5

	
	2018
	0,0087
	0,0038
	0,0242
	0,6
	1,55
	0,22
	7550,2

	
	2019
	0,016
	0,0046
	0,0504
	0,72
	1,47
	0,4
	8876

	
	2020
	0,0077
	0,0023
	0,0362
	0,63
	1,04
	0,37
	10189,7

	
	2021
	-0,0662
	-0,0229
	0,0041
	0,75
	1,58
	0,42
	8637,4

	Tesco 
	 
	 
	 
	 
	 
	 
	 
	 

	
	YEAR
	ROE
	ROA
	ROCE
	Debt Ratio to assets
	Debt/ Equity ratio
	Long  term debt to Assets
	Total assets

	
	2016
	0,025
	0,0042
	0,0448
	0,32
	2,43
	0,41
	43904

	
	2017
	0,009
	0,0012
	0,081
	0,26
	1,86
	0,21
	45853

	
	2018
	0,0948
	0,0221
	0,11
	0,36
	2,05
	0,32
	44884

	
	2019
	0,0889
	0,0269
	0,079
	0,31
	1,31
	0,27
	58325

	
	2020
	0,0705
	0,0178
	0,061
	0,34
	1,33
	0,28
	53147

	
	2021
	0,056
	0,0157
	0,062
	0,34
	1,27
	0,31
	45778

	Sainsbury
	 
	 
	
	
	 
	 
	 
	 

	
	YEAR
	ROE
	ROA
	ROCE
	Debt Ratio to assets
	Debt/ Equity ratio
	Long  term debt to Assets
	Total assets

	
	2016
	0,0739
	0,0277
	0,088
	0,62
	0,37
	0,16
	16973

	
	2017
	0,0548
	0,0191
	0,088
	0,6816
	0,32
	0,16
	19737

	
	2018
	0,0416
	0,014
	0,084
	0,6869
	0,3
	0,17
	22001

	
	2019
	0,0258
	0,0093
	0,085
	0,7336
	0,21
	0,19
	28011

	
	2020
	0,0195
	0,0054
	0,079
	0,7397
	0,16
	0,25
	27937

	
	2021
	-0,0423
	-0,0111
	0,063
	0,7328
	0,15
	0,24
	25162
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