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Chapter 1
1.1 Introduction
A company's capital structure is a delicate balance of two elements. In order to see improvements, the company's growth, as well as its procedures, must ensure that these two variables, the debt and equity of the company, are proportionate. In reality, a company's performance can be calculated by its investment structure, specifically the debt-to-equity ratio, which provides a numerical value for data analysis and comparison. This ratio takes into account the company's short and extended-term obligations, including the company's stock. Despite the negative connotations associated with debt, a corporation profits from collecting debt because it can use it to minimise tax payments.
There are many capital structures models to pick from, but the most well-known is the standard capital structure theory. This theory assumes that minimum weighted average capital costs (WACC), while high market valuation for properties, is needed to obtain a desirable capital structure.
Another well-known hypothesis proposed by Mr Durand, the net income solution to capital structure theory, indicated that an improvement in the leverage ratio would result in a positive shift in the capital structure. Around the same time, the WACC would decline, resulting in a rise in the company's stock price.
The two factors should be examined to decide whether the capital structure would provide a positive yield to the business. In general, having less debt and more equity in the company leads to a better outcome. Other factors, however, influence the company's efficiency.
The FTSE 100 is a stockpile share index that measures the market capitalization of the top 100 companies listed on the London Stock Exchange (LSE). Since the Financial Times and the London Stock Exchange are held by the same corporation, the FTSE 100 is used. This also indicates that only 100 companies were eligible for inclusion on the list (Sieber T, 2018). The FTSE partnership has grown well beyond understanding and estimation since its conception on January 3rd, 1984. This is primarily attributed to various mergers and acquisitions, but corporations have also vanished from the face of the Earth since declaring bankruptcy in some cases. (2019, Lobel B).

This index is made up of the top 100 companies in the world, some of which may be based in the United Kingdom. The market capitalization of the business in question determines the companies are large enough to be included in this package. The expression "market capitalisation" refers to the company's market value. It is estimated by multiplying the current price of a single by a factor of ten. This sum is then multiplied by the number of securities available on the exchange (free-float factor). The sum obtained will be comparable to the company's current market valuation. Businesses who have high enough values to join the FTSE 100 list are referred to as "blue chip" companies, after the blue-colored poker chips with the highest denominator. (2019, Lobel B).
This research would look at the different decisions made in response to the ever-changing circumstances faced by the FTSE 100 companies, and how these decisions led to either great success or disastrous failure.

1.2 Report of Research Problem
In conducting a study into some of the best capital structures within the business world using the ten popular companies in the UK within the FTSE 100, understanding of good and practices can be gained. The analysis of the capital structure over the past 5 years and the consequences to these companies will enlighten others in the business world on more relevant management practices to follow as well as avoid. As the analysis is undertaken for a more recent time period then most studies available at the moment, the findings will be pertinent to upcoming companies and not just well-established businesses. 
The study will use up-to-date data to look at the different components of the capital structure as well as the profits given by these companies, which can also allow other companies to conduct their own analysis into their company to identify correlations in their practices that have led to better profit margins. 
The businesses selected for analysis include a variety of sectors, ensuring that the results are comparable to businesses in similar industries. As a result, financial analysts looking for the right long-term benefit plan will find the results of this study highly helpful.



1.3 Intention of the study

The study's intention is to assess and analyse different companies' capital structures as well as the financial results of these ten FTSE 100 companies in the United Kingdom.

1.4 Importance of the study

The outcomes of this study are intended to be used by representatives of these various business sectors to outline capital structure practises that have the best financial results. Similarly, it is hoped that this study and its results will inspire and encourage other researchers to expand on this analysis and investigate areas that have not yet been investigated.
	
Chapter 2

Literature Analysis

2.1 Theoretical Structure
As a result of the numerous theories established for capital structure, it is clear that capital structure is an essential term. The theories determined that time, regions, size, and industry are some of the many factor’s contributing to decisions made by the finance department of the companies and the variations seen amongst the different companies’ capital structures. 

2.1.1 Capital structure theories
Capital structure theories are various approaches formed based on different factors that can guide the decision making of the company in question. Theories look at the equities and liabilities of the business to determine the path that needs to be taken. However, other factors also play a key role ranging from a small to large extent depending on the approach criteria. The theory chosen by the business may be affected by the industry they belong, size of their business and the ratio of equity to debt they possess.  
	

2.1.1.1 Traditional theories

(I) Net Income Approach

The net income (NI) method is a popular capital structure theory. According to the NI approach, a company's net worth can be increased by lowering the cost of capital. We call it the optimum financial structure for the firm when the cost of capital is lowest and the firm's valuation is best, and it is at this stage that the equity price per share is highest. The same can be accomplished forever by lowering the cost of labour by the use of debt capital. In other words, by using more debt capital and lowering the cost of capital, the firm's valuation would rise.
As an end result, even though the debt/equity ratio varies, this strategy argues that neither the debt nor equity costs change.
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(II)  Net Operating Income Approach

The cost of capital and cost of debt remain constant at all forms of borrowing, according to the net operating income strategy. As a consequence, the amount of borrowing has little effect on a company's stock valuation, and the distinction between debt and equity is meaningless. The lower cost of debt funding is counterbalanced by the increasing cost of equity. By the necessary rate of return for lenders, the benefits of debt finance are eliminated. Since higher returns are desired to compensate for the increased risk associated with increased debt, shareholders demand higher returns. Increasing debt financing increases the risk of bankruptcy, which raises expectations among shareholders as a result of their heightened risk exposure. The operational income method, according to David Durand, considers how a company's net operating income and industry risk impact stock valuation. The amount of leverage will change a company's earnings and risk mix between debt and equity, but not the underlying factors.
Changing the debt ratio has no effect on the company's overall profits (operating income) or risk. A company's market worth is determined by its net sales (operating income) and business risk. Businesses are at risk of recession as a result of increased debt financing, and shareholders are seeking higher expected returns as rewards. As a result, as the leverage ratio grows, so does the cost of equity.

(III)Traditional Approach

According to the conventional capital structure approach, an increase in debt proportion does not result in an increase in the cost of equity, which remains constant or increases slightly. As a result, a lower weighted average cost of capital is achieved by raising the debt-to-total-capital ratio (WACC). As a result, the market prices businesses that use financial leverage in such bonds more than companies that use less financial leverage.
The conventional approach emphasises the benefits of mixing less expensive equity and debt funding to find the best capital structure, with sensitive debt rising overall company valuation. Watson and Head (Watson and Head, 2013) Of course, the model was built on the basis of a specific assumption. 1) Neither a personal nor a corporate tax exists. 2) Companies have two financial options: permanent debt financing and ordinary equity stock. 3) It is possible to adjust the capital structure without incurring issue or redemption costs. 4) Any debt financing is up or down, which means equity finance would be the same. 5) Companies will consider all distributable profits to be dividends. 6) Businesses' relative market threats continue to exist over time. 7) A company's profits and dividends will not be changed over time.

2.1.1.2 Tax Benefit Theories

(I) Modigliani-Miller (MM) Approach

Modigliani and Miller came up with this strategy (M-M). The following are the M-M method's assumptions: There are no costs associated with bankruptcy; companies only issue two forms of claims: risk-free leverage and risky equity; all firms are listed as high risk; industry outsiders and insiders have the same skills (i.e., no signalling opportunities); and management strives to maximise shareholder value.
Their Suggestion Under these assumptions, I imply that corporate financial policy is insignificant and has little effect on the firm's valuation or capital costs. A company's value would be measured in a world without taxation by capitalising its estimated net operating profits at a risk-adjusted rate. Thus, the firm's operational and financing decisions are two separate phases, with the operating decisions determining the firm's valuation dependent on the stream of potential net operating profits, and the financing decisions based on investor expectations.
Individuals will, in perfect financial markets, replicate the Finns' capital structures by issuing personal loans at the same rate as companies and mixing them with the purchase of unlevered business shares, resulting in homemade leverage, according to the M-M view.
As an effect, institutional investors can find it difficult to pay a premium for leveraged company shares. Arbitrage opportunities occur when two companies with the same risk class differ only in how they finance their acquisitions and their average share prices. To make a capital gain, holders of the higher-priced company's shares sell their securities and purchase the same sum of the other firm's stock, and this mechanism continues until the equity prices of the two companies are identical.

2.1.1.3 Trade off Theories

(I) Static Trade-off Theory

According to the static trade-off principle, which recognises the gains and disadvantages of issuing debt, there is an ideal objective financial debt ratio that maximises the firm's worth. The equilibrium point is achieved as the marginal value of the losses associated with debt issues exactly offsets the increase in the present value of the costs associated with issuing new debt (Myers, 2001). Interest charges are tax free, which is one to the advantages of debt. Corporations' interest rates are tax-free, allowing them to use debt.

Personal taxes and non-debt tax shelters, on the other hand, will complicate this clear impact (Miller, 1977). (DeAngelo and Masulis, 1980). Another advantage of debt is that it eliminates the agency dispute that occurs between owners and management. Corporate leaders have a vested interest in squandering free cash flow on frills and bad assets. Debt funding helps in agency administration by limiting the volume of discretionary cash flow available to administrators (Jensen and Meckling, 1976).
The risks of financial volatility (Modigliani and Miller, 1963) and the agency costs borne by shareholder-debtor disputes are two costs synonymous with issuing more debt (Jensen and Meckling, 1976). Financial hardship costs are expected to occur if a company takes on too much debt and is unable to meet interest and principal payments.
We hope to determine whether companies partake in trade-off behaviour using a target-adjustment model. The trade-off theorem implies a target-adjustment model (Taggart, 1977; Jalilvand and Harris, 1984; Ozkan, 2001). Companies in this model are required to adhere to a minimum leverage ratio. The debt is adjusted by comparing the actual debt volume or ratio from the previous cycle to a predetermined goal debt number or ratio. The change is only moderate due to market flaws such as transition costs (Marsh, 1982), restructuring costs, and limits (Jalilvand and Harris, 1984).
When a company's debt level exceeds its goal, financial pressure and agency costs overshadow the benefits of debt, lowering the company's value. As a result, we anticipate businesses with debt ratios above their target leverage ratio reducing debt in the near future. Since the surplus value of debt gains is much greater than the costs of debt consumption, firms with a debt ratio lower than the target debt ratio would therefore increase their valuation. As a result, we expect companies with debt levels below the target level to increase their debt levels in the immediate future.

Companies with debt levels below the target debt ratio increase debt, and companies with debt levels above the target debt ratio reduce debt, though the rate at which these changes take place varies (Durinck, Laveren, and Vandenbroucke, 1998).

(II) Dynamic Trade-off Theory

Companies should allow their leverage levels to fluctuate within a safe range, according to dynamic trade-off theory. According to competitive trade-off models like Fischer et al., firms have an optimal leverage spectrum within which they can change their leverage ratios (1989). As debt exceeds one of the two range-defining thresholds, firms change their capital structure. Cross-sectional levels of the borders are influenced by firm characteristics such as cash flow fluctuations, asset probability, interest rates, and bankruptcy costs. The type of adjustment costing determines how often companies modify their capital structure.
 According to Barclay and Smith, relative adjustment costs imply minor improvements, while fixed costs imply major shifts, either back to target leverage or above it (2005). The high costs of issuing and repurchasing debt are recognised by the dynamic interchange of templates. Only if the gains outweigh the losses would companies change their capital structure if their leverage ratios are out of step with their goals.
Adjustment costs reflect leverage thresholds over which capital structure adjustment becomes optimum, according to Fischer et al. (1989) and Mauer and Triantis (1994). There is a fixed income approach in all of these models. They think the investments of the corporation are already in operation. The sole source of subsequent debt issues is financial policy.

2.1.1.4 Cost Based Theories

(i)  Bankruptcy Cost Theory

Debt financing saves you money on taxes while also keeping you in debt. The challenge is to find a balance between tax incentives and bankruptcy expenses. The corporation is in financial difficulty because of the unusually high interest rates, which could lead to bankruptcy. External variables such as economic and financial risk influence the chances of a company's bankruptcy. A higher degree of risk and higher capital costs can make bankruptcy more likely.
The WACC rises above the optimum amount as more leverage is added to the company's financial system, resulting in higher bankruptcy costs. Simply put, bankruptcy costs arise as a company's chance of defaulting on its financial obligations rises as a result of its intention to collect debt capital rather than equity.
In order to avoid financial disaster, businesses should weigh the cost of bankruptcy before determining how much debt to take on or whether they should add to their debt levels at all. The cost of bankruptcy can be calculated by multiplying the likelihood of bankruptcy by the expected total risk. The cost of bankruptcy varies according to the size and structure of the business. Filing charges, legal and accounting bills, human resources expenses, and losses from distressed asset sales are all indicators.

(ii) Agency Costs Theory

Agency theory examines the consequences of conflicts of interest within a company's scheme. If a company's ownership structure changes from sole proprietorship to various share owners, there is a conflict of interest between stockholders and executives. Management decisions cannot result in asset maximisation for both stakeholders due to this misalignment of interests. Agency costs are the fees incurred by the principal (equity owners) as a part of the agent's existence (management). The agency theory looks at agency costs by assessing financial decisions in terms of risk, value, and trade-offs between the parties.
Type I agency issues, such as disagreements between management and stock owners, or Type II agency issues, such as clashes between majority shareholders who own a large block of shares and minority shareholders, may also increase agency costs in a business. When the needs of lenders and the company's owners clash, another kind of agency problem occurs (such as customers, employees, suppliers, etc.).
When each party in a relationship, independent of the two sides involved in the conflict, needs to maximise their utility, agency costs exist. In this case, profit maximisation becomes a zero-sum game, with one party losing in order for the other to benefit. The principal pays for those costs to reduce the risk of the agent prioritising his or her own needs above the principal's worth. Monitoring costs (undertaken by the principal), bonding costs (undertaken by the agent), and residual costs (undertaken by the agent) are the three types of costs for stock investors (the reduction in the value of the firm due to the presence of a principal-agent relationship).
The opportunity cost of wealth (to the bondholder), residual costs (change in the firm's worth as a result of the manager's incentive to transfer value from bondholders to equity-holders, of whom he or she is one), and bankruptcy costs are both examples of agency expenditures (the increase in the probability of the firm going bankrupt due to a high amount of leverage).


(iii) Signalling Theory
According to Spence's signal equilibrium theorem, a successful company distinguishes itself from a poor firm by giving a convincing signal regarding its consistency to financial markets. The signal is only credible if the wrong firm is unable to deliver the same signal as the fortunate firm. The signal may be credible if the cost of replicating it is higher for the bad type than for the good type.
Due to the information asymmetry between management and customers, firm signatures are needed to access financial resources. According to Ross, insiders (managers) are aware of the true distribution of company returns, but customers aren't. Higher leverage signals a better future, with high-quality companies taking on more debt and low-quality businesses taking on fewer. A decent business will stand out by attracting media attention, while a poor company will not replicate in order to avoid being discovered.
Spence; Le-land and Pyle; Ross and Talmor proposed two forms of signalling in-side information: the expensive signalling equilibrium and the cost-less signalling equilibrium proposed by Bhattacharya and Heinkel; Rennan and Kraus. If the signal's output consumes resources or is tied to a reduction of welfare as a result of disparities in claim distribution or supply in ideal markets, the signal is costly.
For financial instruments, the multivariate signalling model is used. According to Poi-tevin, debt can be used as a signal to detect possible competition between new entrant firms. Low-cost entrants signal this by issuing debt, while incumbents and high-cost entrants only issue equity; Harris and Raviv argue that the calling firm's convertibles are one kind of signal, and Bhattacharya and Dittmar demonstrate that stock repurchase is another.
2.1.1.5 Market Timing Theory

Companies sell fresh shares while their stock price is overvalued and purchase back stock while it is undervalued, according to the market timing principle of capital structure. Share price fluctuations influence corporate finance decisions and, as a result, the company's financial structure.
When equity trades are completely timed to stock market conditions, according to Baker and Wurgler, market timing theory should not move to target leverage, which is consistent with capital structure pecking order theory. This means that market timing-influenced capital structure changes have a long-term effect. This theory illustrates why stock returns have historically been inversely related to gearing ratios.
According to Bessler and Welch, stock returns are the most important determinant of capital structure. Market timing, according to Hovakimian, has no long-term effect on a company's capital structure. The impact of market timing on gearing, according to Alti, will fade fully in two years.
2.1.2 Profitability Theories

2.1.2.1 Pecking order Theory

According to the pecking order principle, businesses have a system of priorities when it comes to financing sources. This happens as a function of the nature of asymmetric intelligence. The company's valuation is thought to be better understood by management than by prospective buyers. As a result, companies will be unable to issue stock, missing out on potentially profitable investment opportunities.
Companies will opt to fund by retentions under these circumstances, excluding new equity problems, and measuring their borrowing as a residual between desired acquisition and retained earnings supply. They would keep spare borrowing capacity and financial slack to prevent missing out on successful investment opportunities.

2.1.2.2 Free Cash Flow Theory

Takeovers are fuelled by reasons such as deregulation, synergies, economies of size and reach, taxation, administrative incompetence, and the rising globalisation of US markets. The agency costs associated with disputes between management and owners over the sharing of free cash flow have gained comparatively little consideration as a significant cause of takeover operations. Nonetheless, over the last decade, it has played a significant part in acquisitions. Managers represent owners, and since both parties have vested interests, there are serious contradictions when it comes to determining the best strategic plan.
The net costs accrued as a result of such cooperative partnerships are known as agency costs. They include both the costs of managing management behaviour (such as the costs of preparing audited financial accounts and devising and executing incentive programmes that compensate managers with decisions that maximise investors' wealth) and the costs accrued as a result of conflicts of interest never being perfectly resolved. This cost can add up quickly, and takeovers can help reduce them.

2.2 Capital Structure Practices and Research Evidence (Empirical Literature Review)

Through reviewing previous studies four determinants and how they influence the decisions made within the capital structure have been performed. These determinants include profitability, growth, size, and tangibility. 

2.2.1 Profitability

Profitability has been stated in a number of studies and linked to a variety of hypotheses. According to popular opinion, a more profitable organisation would have a higher leverage ratio based on the static trade-off theorem of capital structure (Frank and Goyal, 2005). The empirical validity of the trade-off hypothesis has been questioned on several occasions. The debt and equity ratio are determined by balancing expenses and earnings. Competent managers who assess the necessary debt-to-equity ratio lower the company's cost of capital, increase profitability, and strengthen its competitive advantage.
Managers use a variety of firm-specific strategies to gain a market advantage and thereby maximise the company's value, resulting in production disparities (Gleason et al, 2000). The well-known theory of capital structure irrelevance was introduced by Modigliani and Miller (MM), which notes that financial leverage has no impact on a firm's stock value. In order to do it, MM treated it as a purely theoretical result since they had to assume away some key considerations that would influence capital structure decisions.
This theory is founded on implausible assumptions that cannot be proven in the real world. This lays the groundwork for realising the importance of capital structure in the modern world. The idea of an "optimal capital structure," which maximises company value while lowering capital costs, was motivated by the existence of bankruptcy penalties as well as favourable tax treatment of interest payments.
Since debt interest is a tax-deductible expense, MM (1963) revised their previous (1958) stance by using the tax benefit as a determinant of capital structure choice, arguing that using more debt capital would maximise the firm's profit.
As a result, Modigliani, and Miller (1963) propose that firms should use as much leverage as possible while ignoring risk in order to maximise their value. As alternatives to the MM hypothesis, later theorists suggested agency theory (Jensen and Meckling, 1976), pecking order theory (Myers and Mujlif, 1984), and bankruptcy theory (Titman, 1984). Theories like bankruptcy cost, agency theory, and pecking order theory have all been used to describe a firm's capital structure.
The cost of bankruptcy is higher as leverage is used instead of equity, so the chance of bankruptcy is higher. For SMEs, this expense could be higher than for larger companies. Expenses associated with the possibility of bankruptcy, such as legal and maintenance costs, will escalate as the debt rises, diminishing the firm's profitability and value, according to Warner (1977) and Brealey and Myers (1992).
According to Titman, the company's profits have been depleted because of creditors' refusal to do business with them (1984). Furthermore, the entity incurs penalties as a result of the utilisation of loan programmes.
The cost of agency persists because of the partnership between owners and managers (Jenson and Meckling, 1976). As a result, having more clout would aid in resolving conflicts between management and shareholders over investment decisions (Myers 1984). Capital structure decisions should be taken to minimise agency conflicts (agency cost) and thereby maximise the firm's profitability, according to agency theory. The conflict between the interests of owners and debt holders is a major concern for the agency.
Furthermore, the trade-off theorem (Myers 1984) asserts that debt finance should be prioritised when weighing the benefits of various abilities against the costs of debt financing. As a result, the leverage ratio should be favourable, and benefit and leverage ratio are linked. Finally, Myers and Majluf (1984) suggested a pecking-order theory in which debt takes precedence over other sources of external financing. Companies should only issue equity as a last resort, according to the pecking order theorem.
The capital structure of a corporation is determined by the priority order of various resources aimed at meeting the company's financial needs (Frank and Goyal,2007). When a company's debt capacity is depleted, shares are exchanged. As a result, a company's leverage potential has a big impact on the size and form of debt funding it chooses.
The ranking system explains why there is a negative relationship between capital structure and profitability, and why more profitable businesses borrow less. They do not need outside investment to fund activities because their business operations generate more funds, not because their target debt level is low.
When a business has more funds to make a capital investment, it must issue loans, which reduces its profitability. According to Brealey and Myers (1992), Gitman (1997), and Weston & Brightam (1999), a capital structure is concerned with the nature of a company's obligations, or more generally, the relative role of different leveraging considerations in the composition of total commitments (2000).
Simply placed, a company's capital structure is the combination of debt and equity it employs to operate. Brealey and Myers (1992) examine the costs of bankruptcy, describing direct, regulatory, logistical, and indirect costs dependent on the dynamics of operating a business through bankruptcy.
They discovered that as debt capital increases, such costs escalate as well, limiting firm profitability. Under conventional operating conditions, a business with a higher degree of capital leverage will have a better return on equity ratio if the cost of debt is lower than the cost of equity. This involves discounting the operating risk uncovered by a company's selling activities due to the possibility of lower-than-expected rates of return.
Estimating the cost of each capital source accurately, according to Brealey and Myers (1992), aids in determining the minimum rate of benefit needed to make the firm's investment more appealing. The corporation will sell hundreds of different shares with unlimited variations, according to Brealey and Myers (2003), with the aim of finding the one that maximises the firm's stock value.
 Since each source has its own cost, the return rate of each formulation can be significantly influenced. Business imperfections and asymmetric information, according to Booth et al (2001), will decide the right capital structure. Myers (1984) and Myers and Majluf (1984) all use the principle of asymmetric intelligence to express the concept of optimal capital structure.
Myers (1984) argued against the notion of an optimal capital structure based solely on the expense and benefit of debt trade-off in a world of information asymmetry between owners and managers.
One of the particular strategies used by managers in their search for better results, according to Gleason et al. (2000), is the use of varying amounts of debt and equity. By lowering capital costs and increasing industry competitiveness, businesses strive for the best financial arrangement possible. Higher debt levels, on the other hand, indicate a higher chance of financial ruin. When a business goes bankrupt, the money collected is at risk of being thrown away.
The firm adopts a low financial leverage stance, in which the borrowing decision is linked to the firm's activities, in order to protect the firm's reputation and wealth, as well as to maintain financial power. Increased market risk is linked to higher stock returns, while lower financial risk is linked to lower financial debt.
As a result, there is a negative relationship between financial debt and asset return. As Myer (2001) points out, each theory is based on its own assumptions, but none of them takes a systemic approach to capital structure practise. As the previous discussion demonstrated, deciding the best capital structure for an organisation is a difficult task.
Research Question 1:

Is there a connection among gearing and a company's profitability, if any?

Hypothesis 1:

Gearing has a detrimental effect on a company's profitability.


2.2.2 Size

First, since direct bankruptcy costs are determined by constitution and account for a smaller proportion of the overall firm's value, large firms do not see them as an active factor in deciding the degree of leverage. Furthermore, larger companies are less likely to go bankrupt and have on diverse holdings (Titman and Wessels 1988). Following that, a positive relationship between a company's size and its leverage is anticipated.
The size of an organisation has an opposite relationship with the probability of bankruptcy, as per the trade-off theorem. As a consequence, size and leverage are mutually beneficial. Second, counter to public opinion, Rajan and Zingales (1995) found that larger firms had fewer asymmetrical knowledge. As a result, the chances of the most recent equity challenge being undervalued are reduced, rendering equity financing more available to large corporations. This indicates that the size of an organisation and its debt have a negative relationship. As Rajan and Zingales expected, there would be a negative association between firm size and leverage (1995).
As a result, the capital structure pecking order hypothesis assumes that leverage and size have a negative relationship, with larger firms preferring equity over debt. In the meantime, previous research has sparked debate. Titman and Wessels (1988) and Drobetz and Fix (2003) used the natural logarithm of net sales to determine size. However, they said that net profits were a stronger approximation for size because many companies, for example, used leasing arrangements to keep their recorded asset size as small as possible. The asymmetry in intelligence between insiders and the financial markets can be related to the size of a company.
Big firms pique analysts' attention because they are more likely to be able to sell more informationally sensitive securities and have lower leverage. Akhtar and Oliver (2006) discovered that more profitable firms had marginally less leverage, regardless of whether they are MNCs or DCs.
On both MNCs and DCs, this illustrates the pecking-order principle of capital structure. Larger companies in Germany had less debt, according to Rajan and Zingales (1995) and Wald (1995). (1999). Meanwhile, various studies show that leverage and scale complement each other.
According to Drobetz and Fix (2003), size was positively related to leverage, meaning that size was a proxy for a low risk of default. In retrospective research, Marsh (1982), Rajan and Zingales (1995), Wald (1999), and Booth et al. (2001) observed that leverage was positively correlated with organisation size. Complete responsibility, according to Huang and Song, was proportional to size. Large corporations favour long-term debt, while small companies prefer short-term debt, according to Marsh (1982). When it comes to long-term loans, large companies will be able to take advantage of economies of size and bargaining leverage with banks.
As a result, debt and stock issuance costs are inversely proportional to the company's size. On the other hand, scale can be used as a metaphor for how much data is available to outside investors. According to Fama and Jensen (1983), larger companies tended to provide more expertise with lenders than smaller businesses. According to Rajan and Zingales (1995), larger companies disclose more detail to international buyers than smaller businesses. Larger companies with less asymmetric intelligence problems should have more capital on hand than liquidity, resulting in lower leverage.
Larger companies, on the other hand, are more diversified and have a stronger cash flow, so their chances of experiencing a recession are lower than smaller companies'. Leverage should be equal to size, according to both remarks. Small companies were reluctant to access long-term debt markets, according to Whited (1992), because their growth opportunities outweighed their collateralizable capital. According to Titman and Wessels (1988), larger firms had better access to capital markets.
The impact of size on debt ratios is unclear from a theoretical standpoint; some scholars found a positive relationship between size and leverage, while others found a negative relationship, and still others found a statistically negligible relationship. According to Mary et al. (2011) recent analysis of actively listed Egyptian companies, the results of the projected model and various other studies confirm the presence of a significant positive association between company size and the debt-equity ratio.
This conclusion is in line with the previous ones. The scale is defined by sales, and it is a reliable indicator (Muema, 2013). As a result, as in previous studies, the natural logarithm of revenue is used to calculate the size. (Myers & Majluf, 1984), Turere (2012), and Muema (2012) all used the same metric (2012).   The firm's size can be calculated using the natural logarithm of sales, which smooths out the figure's variance over time.
Research Question 2:

What, if any, relationship exists between gearing (leverage) and business size?

Hypothesis 2:

The size of the business and gearing have a positive relationship.

2.2.3 Tangibility

Asset structure (tangibility) is one of the most debated factors, and it has been shown to have a significant effect on capital structure. Even though there is no consensus among writers on the course of the relationship, asset structure is a key factor in determining capital structure, according to the financial literature. A greater proportion of tangible assets, according to Harris and Raviv, increases a company's liquidation value.
This is because mortgage equity is made up of real estate, which has a higher value in the event of bankruptcy than intangible assets. Liquidity will raise an asset's liquidation value, which is why debt capacity and liquidity are related.
Asset liquidity, on the other hand, is a consideration that reduces, rather than raises, a company's willingness to sell debt securities, according to Weiss and Wruck.According to the agency theorem, the tangibility of properties is also a financial structure determinant.
According to Rajan and Zingales, such reserves function as mortgage collateral, reducing the possibility of agency payments associated with the borrower's debt and increasing leverage. The capital structure is determined by the value of real estate, according to the debt pecking order theorem. According to Frank and Goyal's empirical proof of this determinant, the greater the leverage, the greater the share of these assets pledged as collateral. According to Akhtar, who studied Australian companies, the leverage value of assets was also a significant determinant of the debt ratio.
 Businesses who depend more on intangible assets are said to have greater access to bank loans than businesses with higher asset leverage prices. This is attributed to the lower likelihood of market purchases and transactions involving readily available cash. As a result, manufacturing companies are projected to have a greater influence than service companies. Physical features and stability, for example, have been empirically proven to have a direct effect on capital structure.
Despite the fact that there is a clear empirical connection between asset tangibility and debt, some research contradicts this commonly held belief. According to Grossman and Hart, owing to managerial use of the perquisites, the control costs of the agency relationship are higher in companies with lower asset tangibility. Certain firms may choose higher debt levels to mitigate managers' opportunistic conduct. As a result, asset tangibility and financial leverage would have a negative relationship.
These contradictions are exemplified by the lack of consensus on basic facts in two classic studies in this area, by Harris and Raviv and Titman and Wessels. Most studies conclude that debt rises as the percentage of fixed assets rises, as mentioned in the previous article. On the other hand, the authors of the competitive analysis argue that their findings refute any connection between debt ratios and asset collateral value. As a result, proponents of various capital structure theories must choose from radically divergent literature to support their positions, which is clearly inadequate in terms of theory development.
Research Question 3: 
What, if any, relationship exists between gearing (leverage) and a company's tangibility?

Hypothesis 3:
Gearing and tangibility of the company have a good relationship.


Chapter 3
Aims and Methodology.

 3.1 Aims
From the viewpoint of a shareholder, a company's success is determined by the valuation of the shares at the end of a given term. The aim of a shareholder's investment in a stock is to maximise the company's valuation. Ratios obtained from financial statements or stock exchange reports are used to assess the company's results. These figures are used to evaluate the success of different businesses or industries.
Scale, profitability, growth, and tangibility are all factors that can be used to explain a company's performance. These four characteristics, as well as return on equity (ROE) and return on assets (ROA), have a significant impact on a company's capital structure (ROA). Return on equity and return on investment are two benchmarks used to assess a company's performance. According to Abbasali Pouraghajan's (2012) research, a company's financial performance is adversely linked to its debt level.
The financial performance of a business is influenced by its size, asset tangibility, and growth prospects. According to research, lowering a company's debt level improves profitability and financial performance. Capital structure and strategic planning, according to Drobetz and Fix (2003), are needed to achieve effective resource utilisation and shareholder wealth maximisation goals. As a result, the right combination of financial tools would aid in maximising shareholder capital. Companies will achieve the best capital structure by choosing the best financing sources, which will affect their performance.
The trade-off between interest tax gains and debt costs such as debt arrangement costs, bankruptcy costs, and information asymmetric costs is considered in optimal capital structure. The impact on outcomes may be good, negative, or non-existent. Using more debt than equity may be beneficial. A corporation can benefit from lower interest rates and debt tax advantages as it uses more debt. Debtor's rights may have a negative effect. They impose constraints on companies by banning dividend payments to stockholders, raising interest rates, and requiring adequate collateral for debt.
These limitations are intended to reduce debt burdens rather than boost profits and growth. The aims for undertaking an analytical study on capital structure and its effect on the success of listed non-financial UK companies are described in this research report, which is based on capital structure literatures.
• The aim of the research is to create a connection between the capital structures of selected London Stock Exchange companies and their profitability.

• To identify the relationship between chosen corporations' capital structures and their size.

• To determine the relationship between the tangibility of chosen firms' capital structures.

 3.2 Methodology

3.2.1 Exploration Methods

There are multiple methods that can be utilised in research and they can be dependent on the source. One such research method is called primary research. This involves obtaining data directly from the source which produces it. In the case of this particular project that would involve collecting data from staff working within the finance and management teams of the companies chosen. The information can be collected using a variety of styles including observational method, survey method or even interview method. These are all time consuming and often difficult to achieve as the individuals with this information may not be accessible. However, data obtained from them are often accurate and up to date so analysis using this can provide more relevant information. When data is collected from them, analysis and sorting is conducted to present as the primary information.   
On the other hand, secondary research method involves secondary data. Secondary data is information available through data already sourced and displayed for multiple reasons, often as part of an annual report. Hence, the data in question can be obtained from company reports published on the internet, articles of systematic review, libraries, company websites and national statistical databases such as the census report or office for national statistics (ONS). The secondary data collected can be classified into two groups: numerical and non-numerical. 
Secondary data are selected for this study because it is readily accessible to the general public. The simplicity with which vast amounts of data can be accessed suggests that this is the best approach to use. Furthermore, data is collected quantitatively rather than qualitatively in this format, allowing for easy statistical analysis. Six FTSE 100 index stocks, all of which have been listed on the London Stock Exchange, will be selected, along with financial records related to them, for a five-year term from 2015 to 2020.
Certain conditions must be met by the selected firms, so there will be several exclusion sets. Private and private banks will be abolished in particular. This is largely due to their ability to meet minimum regulatory standards as a result of permission to exercise full control. One collection of records that must be held is the debt-to-equity ratio for the companies. Delisted or unlisted companies would also be exempt from the pool of companies to choose from.

 3.2.2 Panel Data Fixed Effect Model 

 3.2.2.1 Panel data 

Panel data is information derived from a limited number of observations taken over time on a vast number of cross-sectional units such as persons, families, sectors, or governments. Panel data is a category of multi-dimensional data that consists of measurements collected over time.
As a result, panel evidence is made up of a researcher's observations of a variety of phenomena involving the same set of units or individuals over a span of time. Panel statistics should be used to account for variables that are impossible to observe or quantify, such as contextual influences or discrepancies in corporate practises, as well as variables that vary over time but not within organisations. Individual variations are accounted for.
Panel data has a large variety of different data points, which allows for a more detailed examination of explanatory variables and partnerships. And if it varies over time, this variable is still controlled. To draw ties between the variables, regression analysis on panel data can be used. Panel results, on the other hand, has some flaws. Micro-panels can result in non-response, while macro-panels can result in cross-country dependency. Data collection can also be difficult if the sampling design or exposure to enough of the sampling population is insufficient. 

 3.2.2.2 Fixed effect model 

In a fixed effects model, the individual-specific effect is a random variable that can be compared to the explanatory variables. Therefore, data can be collected using this model. Fixed effects (FE) methods for panel data (models of observation unit–specific fixed effects) are widely used in sociology and provide many advantages over cross-sectional methods. This has been shown in various contributions (e.g., Allison 2009; Brüderl and Ludwig 2015).
However, there are still some misunderstandings and inconsistencies among applied researchers about what FE can and cannot do. Furthermore, it appears that FE templates are used without contemplation on occasion. Hill et al. (2019) investigate the disadvantages of fixed effects analyses with panel data, as well as the underlying shortcomings in fixed effects models, which they believe are not well explored in those studies that use FE models.
Furthermore, the authors contend that researchers often use fixed effects methods without considering their flaws. The authors, on the other hand, provide no alternatives or alternate estimation approaches, which is especially noteworthy given that most of the criticisms levelled at FE models can be applied to almost every other system. As a result, the authors are unable to determine when FE templates should be used and when they should not.


3.2.3 Correlation analysis 

Correlation analysis is a mathematical technique for deciding the frequency of an interaction between two continuous variables in general. Sir presented the principle of association as the most important approach to psychological and strategy theory in the mid-nineteenth century. In the Philosophical Transactions of the Royal Society of London, Karl Pearson published his first formal treatment of association and regression in 1896. In the 1930s, a writer named 'Pearson' settled in the United States.
Using an innovative statistical proof based on the Taylor expansion, he established the Pearson product-moment correlation coefficient (PPMCC). In today's statistics, the term correlation refers to an association, attachment, or some other type of relationship, link, or communication that occurs between two or more random variables. The PPMCC is used to examine the linear association between two sets of numerical data in particular. The association is related to the principle of covariance, which is a natural measure of the relative variability of two random variables.
When we use correlation or covariance tests from a set of them, we are usually interested in the degree of relationship between the outcomes. In fact, we can't prove that one variable induces a difference in another if the two variables are unrelated. You may, for example, investigate whether the size of the business has an impact on the leverage. As the scale variable changes, the business leverage variable shifts, and the two variables become correlated. As a consequence of correlation analysis, the intensity and orientation of a relationship between two continuous variables can be determined (positive or negative).
It is not necessary to distinguish the describing variable from the variable that needs to be described. On the other hand, regression analysis is a technique for modelling or predicting a linear relationship between one or more predictor variables and a response variable (Gaddis and Gaddis, 1990). In the simplest regression models, only one response variable (dependent variable) and one predictor variable are used (independent variables). For example, the debt-to-equity ratio is determined by the company's size.


3.2.4 Defining the variables.

The leverage ratio is compared to various variables such as tangibility, scale, and profitability in this analysis to see whether there is a correlation. Size, age, asset tangibility, rise, profitability, non-debt tax shield, market risk, uniqueness, and ownership structure are all significantly associated with firm financial leverage or key determinants of capital structure in the manufacturing sector, according to a 2015 Indian study by Chadha and Sharma.
When assessing the capital structure of the Indian manufacturing sector, dividend pay-out, liquidity, interest coverage ratio, cash flow coverage ratio (CFCR), India inflation, and GDP growth rate have all been found to be unimportant. Phooi Mng et al. studied the factors that affected the capital structure of public listed firms on the Bursa Malaysia, Singapore Stock Exchange, and Thailand Stock Exchange between 2004 and 2013.
They have looked at how company-specific considerations like sustainability, firm scale, asset tangibility, and depreciation to overall assets, as well as macroeconomic factors like inflation, affect public companies' capital structure decisions. Other critical considerations include profitability, size, and tangibility.
 3.2.4.1 Independent variables 

Independent variables are any factors that are controlled and altered by the researcher. An issue to notice is whether reverse causality can be present in the chosen variables. This means determining if the depend variable could possibly be the cause of the independent variable being present rather than the independent variable leading to the dependent variable. 


(I) Profitability  

Profitability in secondary research method uses secondary data. The data needed to measure the return of assets (ROA) include total assets as well as income earned before tax and interest is adjusted for (gross income). The ROA is correlated to profitability using the following ratio:
Return on Assets (%) = Earnings (before Interest and Tax) x 100
Total Assets
This value will give an indication as to how well the company is performing and be used as a comparison to the performance of the other companies being researched. 

(II)Size 

The size of the company for the systematic research is measured based on the assets. Hence, the sized is directly proportional to the total assets of the company. 

(III)Tangibility 

The tangibility of the different companies will be calculated using two pieces of data from the companies: fixed assets and total assets. For the research, the following formula will be used to calculate tangibility:

Tangibility (%) = Fixed Assets x 100
Total Assets

 3.2.4.2 Dependent variable 

Leverage, otherwise known as gearing, is the factor used for dependent variable in this systematic research. This has been chosen as it has an inversely proportional relationship to the economic success of a company. This means that when a business is financially succeeding then the leverage is decreasing, whilst when a company is financially failing the leverage is increasing. The leverage ratio of a company uses the debt value as well as the equity in the following formula:
Leverage ratio (%) =         Debt / (Debt + Equity) x 100

3.2.5 Hypothesis Testing 

The Hypothesis testing helps to find the evidence or statistical proof for the sample data and supports the research based on the data collected, those research hypotheses are as follows.

HYPOTHESIS 1:

 The first hypothesis shows that the gearing and profitability levels are negatively correlated. 
The model used for finding the relationship between gearing and profitability is.
Gearing = β0 + βProfitability + Fixed Effect (FE) + Error

HYPOTHESIS 2:

The second hypothesis shows that the gearing and a size of the company are positively correlated.
The model used to find the relationship between gearing and the size is.
Gearing = β0 + βsize + Fixed Effect (FE) + Error
HYPOTHESIS 3:

The Third hypothesis shows the gearing, and the tangibility of the company are positively correlated.
The model used to find the relationship between gearing and the tangibility is.
Gearing = β0 + βtangibility + Fixed Effect (FE) + Error

3.2.7 Ethical and accessibility considerations  

There are many ethical considerations need to be looked at when performing and using secondary data from companies. In this research the data accessed was public information hence copy right violations were not committed. Accessing of documents protected by privacy laws were not performed either, so this was not a matter that needed to be observed.
 However, knowledge and training to use and analyse the data extracted is key to form accurate conclusions. This is through the lectures and tutorials provided throughout the program. Accessibility to published articles and data, where institutional login and password were required needed to be performed whilst abiding to the terms and conditions agreed upon at the beginning of the course. 
Where data requires confidentiality to be maintained, identifying features should be removed or retracted. Data handling should also be performed sensitively and stored securely with password protection where necessary.  Computer and devices must use unique password only known to the researcher so sensitive information cannot be accessed by external parties. If hard copies exist, all confidential data should be kept locked in a cupboard unless it is being used, which would be a rare occurrence.
These papers must be safely disposed of after the thesis is completed by shredding. To transfer files securely over the internet, data encryption must be used, reducing the possibility of unauthorised access from third parties. Important laws, such as the Data Protection Act of 1998, must be followed where applicable in this research report.
 Due to the secondary nature of the data, any issues with communicating with participants, obtaining consent, or ensuring the confidentiality of the information discussed are irrelevant in this report.

Chapter 4

Context

(I) Aveva

AVEVA began as a British government study centre at the University of Cambridge in 1967. AVEVA implemented PDMS (Plant Design Management System) in 1976, a revolutionary computer-based system that enabled designers to construct a three-dimensional model of a processing plant and produce renovation plans, material availability, and clash analysis. In the late 1980s, AVEVA started as a private corporation spun out of Cambridge University, and in 1996, it became a publicly held company.
AVEVA's technology stack grew over the next 22 years, improving its industrial-focused design applications as computer technology advanced around the world. AVEVA's long and illustrious history has produced numerous "firsts" in the fields of manufacturing and engineering design, all of which have contributed to the company's success since 1967. It resembles Wonderware's numerous "firsts" in the field of industrial automation in several ways.
The operate and manage function of industrial process automation, according to AVEVA and Schneider Electric, runs parallel to the world of industrial engineering and design. In these two disciplines, there are inherent synergies, or places where knowledge can and should be communicated to increase the overall lifecycle of a manufacturing environment.
The missing piece for their clients was a combination of technologies that could consume engineering data and return operating data to the engineering phase. When the former Schneider Electric Software portfolio was combined with AVEVA's architecture pedigree, a powerful suite of applications with Wonderware, Citect, Avantis, SimSci, eDNA, and other brands was created, forming a robust offering that optimises from end to end.
AVEVA is now a global leader in industrial and engineering applications, providing solutions to customers across all industries who face challenges with design, service, maintenance, training, and information flow. From asset to enterprise, AVEVA's technology has a unique reach that enables it to provide an industrial information-driven background for manufacturing, maintenance, and operations.
Today's hot innovations, such as virtual 3D simulations, predictive analytics, and cloud computing, are in operation, adding value and providing a strategic edge to our clients – but they just touch the surface of what a highly developed industrial information system can achieve.
Our Asset to Enterprise solution offers a modular computing infrastructure specially tailored for industrial environments, allowing businesses to take advantage of vast volumes of data provided by their processes and resources. Context is more useful than discrete solutions because it allows for efficient decision-making and the execution of complex and time-consuming tasks.
Aveva's profitability fluctuated between 2016 and 2020, reaching as high as 11.98 percent at one point and finishing the year at 2.82 percent. During the middle of the decade, the company's size showed promise, with 2018 seeing a nearly 10-fold increase over 2016, but this could not be sustained in subsequent years. Unfortunately, the scale has shrunk by about 99 percent in the last year. However, between 2016 and 2018, tangibility rose nearly threefold before levelling off for the rest of the years.

(II) Tesco PLC

Tesco is a well-known British supermarket chain that is now one of the largest food retailers in the world. Jack Cohen started selling extra groceries from a stall in London's East End market of Brixton in 1919, and Tesco was born. In the first day, Mr Cohen profited £1 from £4 in revenue. Five years later, in 1924, Mr. Cohen bought a shipment of tea from Mr. T.E Stockwell, and the Tesco brand was born. Mr Cohen opened a flagship Tesco store in Burn Oak, North London, after the original letters were merged to form Tesco. In the 1930s, the Tesco brand grew ever further, and in 1932, Mr. Cohen agreed to open a headquarters factory in north London, making Tesco a private company.
Tesco stores (Holdings) Ltd, with a share price of 25p, soared to the top of the capital exchange in 1947. Clothing and electronics are among the non-food items available. Tesco employs 326, 000 people throughout the UK, Europe, and Asia, and operates 2,318 stores. Tesco's offices are in the Hertfordshire town of Cheshunt. Tesco began as a convenience store, but has since expanded into the grocery industry, offering a wider variety of products.
Tesco has since increased the range of services available to customers. Insurance, travel agencies, insurance, banking, and other services are among the items on the list. Tesco also owns and operates a massive fuel distribution business.
Tesco Express oversees convenience and petrol retailing, while Tesco Metro is in charge of local high street stores, Tesco Extra is in charge of supercentres, and Tesco Home Plus is in charge of non-food specialty stores. Tesco provides personal finance and internet distribution networks as well as financial services.
After a two-year recession that began in 2016, this supermarket has seen dramatic improvements in profitability, as predicted (an average of only around 0.2 percent profit covering these two years). This is unsurprising given Tesco's powerful competitors Aldi and Lidl, which have pushed their way into Tesco's most competitive markets. Despite this, earnings have risen to an average of 2.7 percent in recent years, with a marginal drop attributable to the pandemic, which was seen across the board in retail.
 Fortunately, overall assets did not adjust in the same way, and instead continued to grow steadily. Similarly, increased tangibility indicates that the corporation has adequate collateral value and will benefit from these properties. In contrast to the other data, Tesco's leverage has decreased slightly from 80.38 percent at the beginning to 74.66 percent in 2020, suggesting that the company's financial situation is improving.



(III) Sainsburys

Sainsbury's was founded in 1869 by John James and Mary Ann Sainsbury, and it rapidly grew to become the UK's largest grocery store in 1922 and the country's first self-service retailer in the 1980s. It is the United Kingdom's biggest and oldest supermarket retailing chain. The company has expanded slowly but steadily over the last 125 years, peaking in the late twentieth century and expanding worldwide in the late 1980s. Unlike many of its competitors, Sainsbury's did not diversify into other industry segments to brace for expected slow growth in the supermarket grocery business.
The empire had expanded to include the namesake discount store, a majority interest in the Homebase chain of 76 DIY shopping centres, ten Sava centre hypermarket stores, and Shaw's Supermarkets, a chain of 87 supermarkets in the northeast United States by the mid-1990s. Sainsbury's bought a 50% stake in Giant Food Inc., a 159-store supermarket chain headquartered in Washington, D.C., late in 1994, expanding its global presence.
Sainsbury's is not only Britain's leading food and wine retailer, but also the most well-regarded, according to worldwide surveys of industry experts and corporate executives. Product and service efficiency, effective publicity, overall financial performance, advertisement and promotion, superior management, and the hiring, training, and retention of high-calibre employees all achieved top or near-top marks. More than a third of Sainsbury's stock is owned by its employees. Sainsbury's was pushed to embark on a retail diversification campaign because of global forces. Discounters' increased competition continued to squeeze profit margins.
Demand shortages and sluggish population growth aggravated the intensified rivalry. Sainsbury's began making significant additions to its non-food offerings for the first time. In a Cambridge store, the company's first petrol station, which operated as a customer convenience, opened in 1974. Sainsbury's and British Home Stores formed a joint venture in 1975 to open a chain of hypermarkets to take advantage of the economies of direct supplier-to-store deliveries (large stores that combine supermarket items). Another widely popular, but less confrontational, private-label product made history in the genre. Sainsbury's: The Magazine, the company's own newsletter, was first distributed in 1933. Sainsbury's is a British supermarket chain. The magazine, as the outlets it competed with, featured illustrated stories on beauty, fitness, and food, as well as national brand commercials. According to a November 1994 Forbes post, the publication became "the most profitable new magazine company in Britain in several years" since it was only available in Sainsbury's supermarkets.
While other family-run companies have struggled with succession or overly cautious management, Sainsbury's innovative marketing, aggressive overseas expansion, and careful borrowing seemed to portend a promising future for the company.
Unlike what happened at Tesco, Sainsbury's had a bad half-decade. Profitability in 2020 would be a quarter of what it was in 2016. Despite the challenges it faced with its profit margin, the supermarket's size (total assets) increased, a positive indication of what was to come in the future. 
 Similarly, tangibility remained relatively stable between 2017 and 2019, with some variations. Unfortunately, the gearing increased by 10% over the half-decade studied, which is not surprising given the lack of earnings. At the moment, fierce competition from supermarkets like Tesco, Lidl, Aldi, and Morrison seems to be luring away customers that Sainsburys desperately needs. The Nectar points reward system, clothing line, credit cards, mobile sim service, insurance, and other finance packages are all appealing, but they may not be enough to change the profit trajectory. 


(IV) Vodafone Group PLC

Since its founding, Vodafone, the world's third biggest mobile phone operator by number of subscribers and total revenue, has been on a roller coaster. The company began as a small operation in Berkshire, England, and has since expanded to almost 30 countries, with partnerships in another 20. In 1984, Racal Electronics plc and Millicom Inc. formed a partnership to provide mobile phone services, kicking off the cellular revolution. At this stage, the Vodafone brand was born. Over the next few years, the ownership arrangements and titles changed a few times as the company grew.
In 1991, Vodafone Group plc was formed as a separate entity. The word "Vodafone" is a combination of "voice phone" and "data phone." Vodafone bought a few businesses in the 1990s and spread across the United Kingdom. Its condition had been stabilised, and it had been slowly the. The firm rebranded in 1997 with the "speech sticker" branding, which can still be used today.
Vodafone has been committed to providing the best services to its consumers throughout its existence. It operates under the motto of 'Power to You,' which ensures it aims to empower consumers by providing a diverse variety of services customised to their specific needs. The company's continuing attempts to expand and offer new services benefit customers.
Vodafone is rapidly becoming a preferred option in many countries, thanks to its technological skills and creativity, in an environment where communication and social networking are becoming increasingly important. The Vodafone Group Foundation is in charge of a number of charitable foundations that make a major contribution to society.
The Vodafone Group's gradual rise to the top, despite all of its challenges and stumbling blocks, has been a genuinely inspiring tale. In just 30 years, Vodafone has developed from a tiny wireless group in Newbury to the world's third largest mobile communications company. The storey of Vodafone's rise to become one of the world's most influential brands has lessons for all, particularly those who aspire to greatness.
Inside Vodafone, no major changes seemed to have occurred in the six years leading up to 2020. In reality, the profit has fluctuated with highs of 5.35 percent (in 2019) and lows of 0.27 percent, except the values for 2020, which are anomalous due to the COVID-19 pandemic (in 2020). It is possible that if the pandemic had not happened, Vodafone's profits might have increased.
As a result, rather than shrinking, their overall assets have been steadily increasing from 2016 to 2020, with the most recent estimates of 168168. Similar to Sainsbury's, tangibility remained reasonably stable though debt rose, indicating that the company's economic conditions were deteriorating. This is evidenced by the closure of certain physical Vodafone outlets, but the true future of Vodafone can only be predicted after the pandemic's immediate effects have passed. The time leading up to this should be closely watched to see whether the communication behemoth will recover.


(V) Johnson Matthey 
Johnson Matthey is a world pioneer in science that helps to make the world a better place to live. Percival Norton Johnson founded the company as a gold assaying business in Hatton Garden in 1817. His ground-breaking work in determining precious metal content and processing precious metals rapidly earned him a reputation for excellence and precision.
Over 90 percent of Johnson Matthey's revenues come from technologies with explicit environmental, health, or sustainability advantages, and the company now has operations on all continents. Its research supports the global automobile, pharmaceutical, and petrochemical industries, and its company develops and innovates to meet these industries' evolving needs.
Today, Johnson Matthey catalysts are installed in one-third of all new cars sold around the world, significantly reducing automotive emissions. Simultaneously, the organisation is using its resources to develop critical products for the pharmaceutical and medical sectors, improving the health and well-being of millions of people around the world.
Johnson Matthey has frequently prioritised research and technology in its activities. Via the constant introduction of new concepts and systems, the company has built an organisation that has grown for 200 years and is continuing to develop a stable future for our country. Johnson Matthey is a specialty chemicals company that specialises in precious metals, catalysts, and fine chemicals, among other things.
 Johnson Matthey's three main divisions are Environmental Technologies, Precious Metal Goods, and Fine Chemicals, each focused on the manufacture of high-value-added, high-technology products and services. The petrochemical, chemical, and fine chemical industries depend on Johnson Mat for a wide variety of catalysts, technologies, and other chemical products. Johnson Matthey products and processes are used to eliminate waste from automobiles and factories, to remove toxic impurities from oil refineries, and to make chemicals from recycled feedstocks.
We also concentrate on fuel cell technology for the generation of renewable, long-term electricity. Johnson Matthey's businesses provide platinum group metal (pgm) and base metal catalysts, as well as pgm additives, and work with precious metals and other materials. We operate in more than 30 countries and employ over 10,000 people. Johnson Matthey sells its goods to a diverse variety of high-tech companies all around the world.
This manufacturer of cleaning and health products is not prospering, contrary to expectations, especially given the demands of this volatile environment. Profitability began in 2016 with promising percentages of 8.03 percent, but this did not last long, with the most recent percentage dropping to 3.46 percent. This is remarkable when the condition necessitates a greater demand for cleaning and health items.
 Total assets, on the other hand, have nearly doubled, indicating that future prospects are bright. Similarly, tangibility has gradually declined, reducing debt capacity as well as the assets that can be liquidated. Given the trends in the various variables, a rise in leverage of nearly 13% over the last half-decade is understandable. To ensure a successful turn a-bout, more focus and better decisions must be paid to the capital structure.

(VI) Halma PLC

Halma PLC started in the 1890s as a Tea Company and has undergone many transformations since then. This Asian firm renamed itself The Nahalma Rubber Estate Company Limited and started manufacturing rubber in 1937. The company went into the investment sector after the government nationalised Sri Lanka's rubber industry, brokering transactions with their Tea and Rubber connections. In the early 1970s, the company bought a range of companies in the mechanical and engineering sectors.

Halma's investment approach focuses on companies that operate in highly controlled industries like wellness, safety, and the environment. Halma maintains and manages a variety of products, including fire/smoke alarms, monitoring devices for recording dangerous manufacturing activities, gas detection instruments for worker and plant safety, and UV water treatment equipment, to name a few. Halma has been trading on the London Stock Exchange for 45 years, and in December 2017, it was inducted into the FTSE 100.
Halma plc is now recognised as a multinational association of life-saving technology businesses dedicated to creating a better, cleaner, and healthier world after a tumultuous start. Its numbers are more promising than Johnson Matthey's. Profits rose by around 2% between 2014 and 2019, with a small drop in 2020 due to pandemic impacts. It's likely, though, that the reduction in profits over the past year is attributed to a decrease in net assets.
This is a move that may be detrimental to the company's future economic growth, but it is too soon to tell. Debt capacity has not been affected because tangibility has remained relatively stable. Another indicator of success is debt reduction. This company's products should obviously take advantage of global needs to boost their economic footing in this market.

 Chapter 5

Findings and Results Analysis

This chapter shows the testing of hypothesis and review the findings and results with the ratios as follows. 

5.1 Testing the Hypothesis 1 

According to the first theory, there is a negative association between gearing and market profitability. To investigate hypothesis 1, a regression analysis is used to assess it. Gearing and profitability are two considerations that are used in hypothesis testing. The relationship between gearing (leverage) and profitability is studied using regression analysis. The regression coefficient is pessimistic and significant when looking at the viability of these businesses. Since average debt is -0.071 with a p-value of 0.042, this is the case. As a result, successful businesses are discovered to have insufficient leverage. As a result of the improved profitability, overall debt has changed by 45 percent.

	Regression Statistics
	 

	Multiple R
	0.67

	R Square
	0.45

	Adjusted R Square
	0.38

	Standard Error
	0.03

	Observations
	30.00

	
	



The pecking-order theory has been used in many trials, with clear results. Since it shows a reversal of the relationship between leverage and profitability, the pecking-order theory varies from other theories such as the trade-off theorem. Companies will finance their activities with internally generated funds wherever possible and will only use debt and equity when absolutely appropriate. Instead of maximising equity or looking for the lowest debt ratio, companies can only collect leverage if their current assets are inadequate.
As a result, more profitable businesses, according to Myers and Majluf, will rely mostly on internal funding, resulting in lower debt than less profitable companies (1984, p. 209). Finally, the pecking-order theory indicates a negative association between leverage and profitability. Harris and Raviv (1991, p. 334) concluded, based on previous research, that leverage decreases with profitability, implying a negative relationship between leverage and profitability. According to Rajan and Zingales, profitability is adversely correlated with leverage (1995, p. 1457).
They also discovered that as a company's size increases, so does the negative effect of profitability on debt. The results of Rajan and Zingales (1995) suggest a reversal of causality, suggesting that profitability reduces control, which is in line with the pecking-order hypothesis. In a similar study, Kester (1986, p. 12-13), Friend and Lang (1988, p. 275, 277), and Nunes et al. (2009, p. 703) looked at the association rather than the source and found that leverage has a detrimental association with ROA profitability.
Gill et al. (2009, p. 52) discovered a negative relationship between debt and profitability in an analysis of the determinants of capital structure in the US service industry. A year later, Gill et al. (2010) investigated the connection between working capital management and profitability in American manufacturing firms. The results were consistent with those of Gill et al. (2009), who discovered a significant negative relationship between leverage and profitability (Gill et al., 2010, p. 6).



5.2 Testing the Hypothesis 2 

According to the second theory, gearing and business size have a favourable relationship. Hypothesis 2 is evaluated and analysed using regression analysis. The gearing and scale factors are used in hypothesis testing. The relationship between gearing (leverage) and scale is investigated using regression analysis.

	 
	df
	SS
	MS
	F
	Significance F

	Regression
	3
	0.017213
	0.005738
	7.0431
	0.00128

	Residual
	26
	0.021181
	0.000815
	 
	 

	Total
	29
	0.038394
	 
	 
	 




When looking at the size of these companies the regression coefficient is positive, yet it is not significant. This is because there is 1.4 significant level on total leverage and a p-value of 0.20. Hence, it cannot be confirmed whether companies with high profitability are larger in size. 45% changes in total size are resulted from the changes in the profitability. However, this analysis alone cannot determine the relationship of the size of the company and their leverage ability. 
In reality, several studies show that the larger an organisation is, the more likely it is to use maximum leverage to finance all of its investment opportunities, as opposed to a company that is comparatively smaller in size. The static trade-off hypothesis is used in all of these studies. Biger et al. [2008] used data from the General Statistical Office of Vietnam's enterprise census from 2002 to 2003.
 According to correlation research, financial leverage in Vietnamese firms rises with company size and decreases dramatically with profitability and non-debt tax cover. In a study of data from small and medium Vietnamese firms, Nguyen and Neelakantan (2006) discovered that leverage is positively linked to firm growth and scale, but negatively related to tangibility. The pecking order theory is supported by a few experiments that suggest leverage and market share are inversely related.
Smaller and younger firms, according to Cooley and Quandrini (2001), pay lower dividends, carry on more debt, and spend more than larger companies. According to Mat Nor and Ariffi (2006) and Berger and Udell (2006), small companies depend more heavily on bank loans for funding and become more indebted than larger firms (1994).
Smaller companies have less funds and will rely on existing assets for leverage, while larger businesses with more assets and resources do not need as much leverage. It is not shocking to get a statistically inadequate result when two possible and opposing hypotheses, as well as supporting studies, are produced. It is safe to assume that size does not play a big role in determining leverage.

5.3 Testing the Hypothesis 3 

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	0.16117
	0.028911
	5.574715
	7.43E-06
	0.101743
	0.220597
	0.101743
	0.220597

	SIZE
	1.41E-08
	1.06E-08
	1.3211
	0.197978
	-7.8E-09
	3.59E-08
	-7.8E-09
	3.59E-08




According to the third principle, gearing and a company's tangibility are related. In order to test hypothesis 3, a regression approach is used to analyse it. Two factors are used in hypothesis testing: gearing and tangibility. The relationship between gearing (leverage) and tangibility is investigated using regression analysis.
The regression coefficient is both negative and important when it comes to these businesses' tangibility. This is the case since the average leverage is -0.12 with a p-value of 0.0030. Consequently, it is possible to explain the nature of an inverse association between market leverage and tangibility.
As a result of increased profitability, gross tangibility rises by 45 percent. However, the analysis was unable to discover a correlation between the firm's tangibility and its leverage potential. The trade-off theory supports the third explanation, which shows a favourable association between gearing and market tangibility as a result of interest deductions and increased cash flow. Many research, including those by Titman and Wessels (1988), Rajan and Zingales (1995), and Booth et al., have shown that companies with a high fixed asset share have more borrowing ability (2001).
The results, on the other hand, are supported by the pecking order hypothesis. Large tangible assets cause asset tangibility to be negatively correlated with leverage and short-term debt, resulting in a rise in funds available for internal funding (at the expense of external financing); in this situation, asset tangibility is negatively correlated with leverage and short-term debt; in this situation, asset tangibility is negatively correlated with leverage and short-term debt (Bas et al., 2009). Businesses with a large, fixed asset base are more likely to have internal reserves to lend to small businesses.

Chapter 6
 6.1 Conclusion 

It is important that the appropriate members of the company, especially the management team, weigh the various factors against each other before making any financial decisions. These factors include the company's assets, both internal and external capital finances; taxation; national and foreign transaction costs; bankruptcy costs, and disproportionate data, all of which may contribute to management preferring one type of financing over the others. This contradicted Miller and Modigliani's (1958) belief that in an ideal capital market, capital structure is unimportant.
  Six FTSE 100 companies were the subject of the research report (London Stock Exchange). From 2015 to 2020, they were studied for five years. Due to the global impact of the Covid-19 pandemic on the economy, face-to-face business transactions, and lockdown rules imposed on various countries, including the United Kingdom, data for 2020 has been skewed. However, because this impacted every aspect of the economy, the information analysed must be accurate and balanced.
The results of the tests of the three hypotheses were used to draw conclusions about the research project. It is acknowledged that, in addition to the factors discussed in this study, unique factors will influence each organization's capital structure decisions.
Global trends such as preferring dispersed ownership and careful delegation of management control; societal norms that can affect certain businesses, such as selling conservative products in an open and liberal country; and the environment of the country where the company is located are all factors that are not explored but are recognised as influencing a company's performance. The size of the company, tangibility, and profitability were chosen as variables to correlate with the leverage of the company in order to assess the relationship between these.
Companies will fund their operations with internally generated assets whenever possible, and debt and equity will be used only when absolutely necessary. Companies can only collect leverage if existing reserves are insufficient, rather than maximising equity or aiming for the best debt level.
Based on data from theoretical and empirical studies, Hypothesis 2 sought to prove that the relationship between leverage and scale is directly proportional. According to the results of the research report, the regression coefficient is negative, but it is not statistically important for overall leverage. The first theory is supported as a consequence of the results. There is no connection between the scale of a company and its leverage. This is in line with the results of a variety of studies and points of view.
Many of these experiments use the static trade-off principle, which follows the second hypothesis. Biger et al. [2008] used industry census data from the General Statistical Office of Vietnam from 2002 to 2003. According to correlation analysis, financial wealth in Vietnamese companies rises with business size and decreases with profitability and non-debt tax cover.
The pecking order theory, on the other hand, claims that leverage and market share are diametrically opposed, which is supported by a few studies. It is not unexpected to get a statistically insufficient result when two plausible and opposing hypotheses, as well as supporting tests, are established.
Hypothesis 3 used evidence from theoretical and observational experiments to show that the relationship between leverage and tangibility is directly proportional.
According to the study's findings, the average leverage regression coefficient is negative and statistically important. As a consequence of the results, the third hypothesis is supported. The pecking order theory supports the third interpretation.
Asset tangibility is negatively correlated with leverage and short-term debt as a result of large tangible assets; this results in an increase in funds needed for internal borrowing (at the expense of external funding); in this case, asset tangibility is negatively correlated with leverage and short-term debt (Bas et al., 2009).

6.2  Recommendations 

The value of capital structure theory in corporate finance was shown in this analysis. The results of a vast number of retrospective experiments showed that they differed greatly. The study's findings corroborated some retrospective experiments while refuting others. This is attributed to the fact that only three variables were examined in this analysis. According to the results, a rise in profitability will lead to a reduction in leverage, with statistically significant consequences. Increased tangibility (fixed assets) causes debt reduction as well, with statistically relevant consequences. However, there was no connection discovered between an organization's size and its leverage.
Just six companies were analysed over a five-year period in the panel data fixed effect model. As a result, due to the greater volume of data, increasing the sample size and duration of the research study will result in more accurate and representative results. To complete this mission, you will need to raise the independent variable and expand the alternative indicator numbers.
Variables other than the independent variable may be to blame for discrepancies between the forecast and the outcome. For example, despite the fact that many of the companies conducted business across international borders and into countries with differing business rules and regulations, the study assumed that variables such as country had no impact on the outcome. Furthermore, since different countries' economic systems differ, decisions made in these countries would be influenced accordingly.
Gungoraydinoglu and ztekin released a paper in 2011 that looked at a variety of firms in a variety of countries, each with their own set of institutes and regulations. As expected by the trade-off theorem, leverage is greater in structural settings with lower bankruptcy and agency costs of debt, higher taxes, and higher agency costs of equity. Regulation is easier in formal systems with higher information asymmetry prices, according to the pecking-order theorem. It is also crucial to comprehend the industry in which the business operates. Examining these variables and combining them with known ones is expected to increase accuracy.
Moreover, regarding definitive findings for both the first and last hypotheses, many laboratory trials have shown contradictory results. Only the relationship between profitability and leverage, which Anderson and Minema discovered to be negatively correlated, is an example (2018). This backs up the conclusions of the report. The association between profitability and leverage appears to be agreed upon by Fengu et al. (2013).
Comparing tangibility and leverage is a bit more difficult. Titman and Wessels (1988) discovered a positive relationship between leverage and asset tangibility in developed countries using the trade-off theory. Companies with several tangible assets are said to be less likely to default. Using the pecking order theory, Rajan and Zingales (1995) discovered a negative relationship between leverage and asset tangibility. This trend has emerged as a result of the negative effect of asymmetric perspective on customer value.

Finally, the study's findings indicate that the relationship between size and leverage is ambiguous on all fronts. Others, such as Kartikasari and Merianti, are less certain (López-Iturriaga and Rodrguez-Sanz, 200; López-Iturriaga and Rodrguez-Sanz, 200; López-Iturriaga and Rodrguez-Sanz, 200; López-Iturriaga and Rodrguez-Sanz, 200; López-Iturriaga and (2016). As a consequence, further research into subfactors and how they affect leverage is needed.
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APPENDIX
TABLE -1
Raw data of six companies over five years
	 
	 
	PROFITABILITY
	 
	 

	COMPANY NAME
	YEARS
	NETINCOME
	TOTAL ASSETS 
	RESULT

	AVEVA
	2020
	69.8
	2475.4
	2.82%

	 
	2019
	33.8
	2400.8
	1.41%

	 
	2018
	47657
	2371713
	2.01%

	 
	2017
	38066
	317704
	11.98%

	 
	2016
	20474
	296070
	6.92%

	 
	 
	 
	 
	 

	TESCO
	2020
	973
	52017
	1.87%

	 
	2019
	1320
	48949
	2.70%

	 
	2018
	1208
	44713
	2.70%

	 
	2017
	54
	45509
	0.12%

	 
	2016
	129
	43668
	0.30%

	 
	 
	 
	 
	 

	SAINSBURYS
	2020
	152
	27937
	0.54%

	 
	2019
	219
	23541
	0.93%

	 
	2018
	309
	22001
	1.40%

	 
	2017
	377
	19737
	1.91%

	 
	2016
	471
	16973
	2.77%

	 
	 
	 
	 
	 

	VODAFONE
	2020
	455
	168168
	0.27%

	 
	2019
	7644
	142862
	5.35%

	 
	2018
	2788
	145611
	1.91%

	 
	2017
	6079
	154684
	3.93%

	 
	2016
	3818
	133713
	2.86%

	 
	 
	 
	 
	 

	JOHNSON MATTHEY
	2020
	255
	7361
	3.46%

	 
	2019
	413
	5948
	6.94%

	 
	2018
	298
	4818
	6.19%

	 
	2017
	384.6
	4667.4
	8.24%

	 
	2016
	325.7
	4057.2
	8.03%

	 
	 
	 
	 
	 

	HALMA
	2020
	184.4
	1937.8
	9.52%

	 
	2019
	169.8
	1583.8
	10.72%

	 
	2018
	154228
	1446856
	10.66%

	 
	2017
	129689
	1402983
	9.24%

	 
	2016
	108841
	1267127
	8.59%

	 
	 
	 
	 
	 




	 
	 
	TANGIBILITY
	 
	 

	 
	 
	FIXED ASSETS
	TOTAL ASSETS
	 

	AVEVA
	2020
	1956
	2475.4
	79%

	 
	2019
	1923
	2400.8
	80%

	 
	2018
	1982373
	2371713
	84%

	 
	2017
	89920
	317704
	28%

	 
	2016
	87513
	296070
	30%

	 
	 
	 
	 
	 

	TESCO
	2020
	39138
	52017
	75%

	 
	2019
	36379
	48949
	74%

	 
	2018
	31136
	44713
	70%

	 
	2017
	30436
	45509
	67%

	 
	2016
	29076
	43668
	67%

	 
	 
	 
	 
	 

	SAINSBURYS
	2020
	20351
	27937
	73%

	 
	2019
	15952
	23541
	68%

	 
	2018
	14135
	22001
	64%

	 
	2017
	13415
	19737
	68%

	 
	2016
	12529
	16973
	74%

	 
	 
	 
	 
	 

	VODAFONE
	2020
	133917
	168168
	80%

	 
	2019
	103276
	142862
	72%

	 
	2018
	107660
	145611
	74%

	 
	2017
	111947
	154684
	72%

	 
	2016
	105569
	133713
	79%

	 
	 
	 
	 
	 

	JOHNSON MATTHEY
	2020
	3019
	7361
	41%

	 
	2019
	2576
	5948
	43%

	 
	2018
	2428
	4818
	50%

	 
	2017
	2397.4
	4667.4
	51%

	 
	2016
	2116
	4057.2
	52%

	 
	 
	 
	 
	 

	HALMA
	2020
	1362.6
	1937.8
	70%

	 
	2019
	1097.6
	1583.8
	69%

	 
	2018
	1011421
	1446856
	70%

	 
	2017
	1004418
	1402983
	72%

	 
	2016
	920720
	1267127
	73%

	 
	 
	 
	 
	 




	 
	 
	LEVERAGE RATIO
	 
	 

	 
	 
	 
	 
	 

	AVEVA
	2020
	533.7
	1941.7
	21.56%

	 
	2019
	476.3
	1924.5
	19.84%

	 
	2018
	445492
	1926221
	18.78%

	 
	2017
	97022
	220682
	30.54%

	 
	2016
	95072
	200998
	32.11%

	 
	 
	 
	 
	 

	TESCO
	2020
	39049
	13253
	74.66%

	 
	2019
	34213
	14834
	69.76%

	 
	2018
	34404
	10458
	76.69%

	 
	2017
	39268
	6414
	85.96%

	 
	2016
	35288
	8616
	80.38%

	 
	 
	 
	 
	 

	SAINSBURY
	2020
	20164
	7773
	72.18%

	 
	2019
	15085
	8456
	64.08%

	 
	2018
	14590
	7411
	66.32%

	 
	2017
	12865
	6872
	65.18%

	 
	2016
	10604
	6365
	62.49%

	 
	 
	 
	 
	 

	VODAFONE
	2020
	104492
	62625
	62.53%

	 
	2019
	79417
	63445
	55.59%

	 
	2018
	66005
	68607
	49.03%

	 
	2017
	69171
	73719
	48.41%

	 
	2016
	66396
	67317
	49.66%

	 
	 
	 
	 
	 

	JOHNSON MATTHEW
	2020
	4537
	2824
	61.64%

	 
	2019
	3337
	2611
	56.10%

	 
	2018
	2440
	2378
	50.64%

	 
	2017
	2450.3
	2217.1
	52.50%

	 
	2016
	2222.6
	1834.6
	54.78%

	 
	 
	 
	 
	 

	HALMA
	2020
	800.9
	1136.9
	41.33%

	 
	2019
	602.4
	981.4
	38.04%

	 
	2018
	618459
	828397
	42.75%

	 
	2017
	624346
	778637
	44.50%

	 
	2016
	618576
	646340
	48.90%




	SIZE
	 
	 

	 
	 
	 

	AVEVA
	2020
	2475.4

	 
	2019
	2400.8

	 
	2018
	2371713

	 
	2017
	317704

	 
	2016
	296070

	 
	 
	 

	TESCO
	2020
	52017

	 
	2019
	48949

	 
	2018
	44713

	 
	2017
	45509

	 
	2016
	43668

	 
	 
	 

	SAINSBURYS
	2020
	27937

	 
	2019
	23541

	 
	2018
	22001

	 
	2017
	19737

	 
	2016
	16973

	 
	 
	 

	VODAFONE
	2020
	168168

	 
	2019
	142862

	 
	2018
	145611

	 
	2017
	154684

	 
	2016
	133713

	 
	 
	 

	JOHNSON MATHEW
	2020
	7361

	 
	2019
	5948

	 
	2018
	4818

	 
	2017
	4667.4

	 
	2016
	4057.2

	 
	 
	 

	HALMA
	2020
	1937.8

	 
	2019
	1583.8

	 
	2018
	1446856

	 
	2017
	1402983

	 
	2016
	1267127





	COMPANY
	YEAR
	PROFITABILITY
	SIZE
	TANGEBILITY
	LEVERAGE

	AVEVA
	2020
	2.82
	2475.4
	79
	21.56

	 
	2019
	1.41
	2400.8
	80
	19.84

	 
	2018
	2.01
	2371713
	84
	18.78

	 
	2017
	11.98
	317704
	28
	30.54

	 
	2016
	6.92
	296070
	30
	32.11

	 
	 
	 
	 
	 
	 

	TESCO
	2020
	1.87
	52017
	75
	74.66

	 
	2019
	2.70
	48949
	74
	69.76

	 
	2018
	2.70
	44713
	70
	76.69

	 
	2017
	0.12
	45509
	67
	85.96

	 
	2016
	0.30
	43668
	67
	80.38

	 
	 
	 
	 
	 
	 

	SAINSBURY
	2020
	0.54
	27937
	73
	72.18

	 
	2019
	0.93
	23541
	68
	64.08

	 
	2018
	1.40
	22001
	64
	66.32

	 
	2017
	1.91
	19737
	68
	65.18

	 
	2016
	2.77
	16973
	74
	62.49

	 
	 
	 
	 
	 
	 

	VODAFONE
	2020
	0.27
	168168
	80
	62.53

	 
	2019
	5.35
	142862
	72
	55.59

	 
	2018
	1.91
	145611
	74
	49.03

	 
	2017
	3.93
	154684
	72
	48.41

	 
	2016
	2.86
	133713
	79
	49.66

	 
	 
	 
	 
	 
	 

	JOHNSON MATTHEW
	2020
	3.46
	7361
	1
	61.64

	 
	2019
	6.94
	5948
	43
	56.1

	 
	2018
	6.19
	4818
	50
	50.64

	 
	2017
	8.24
	4667.4
	51
	52.5

	 
	2016
	8.03
	4057.2
	52
	54.78

	 
	 
	 
	 
	 
	 

	HALMA
	2020
	9.52
	1937.8
	70
	41.33

	 
	2019
	10.72
	1583.8
	69
	38.04

	 
	2018
	10.66
	1446856
	70
	42.75

	 
	2017
	9.24
	1402983
	72
	44.5

	 
	2016
	8.59
	1267127
	73
	48.9





Table 2- Hypothesis Testing 
Hypothesis Testing for gearing, profitability, size, and Tangibility

	SUMMARY OUTPUT
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	

	Regression Statistics
	 
	
	
	
	
	
	
	

	Multiple R
	0.67
	
	
	
	
	
	
	

	R Square
	0.45
	
	
	
	
	
	
	

	Adjusted R Square
	0.38
	
	
	
	
	
	
	

	Standard Error
	0.03
	
	
	
	
	
	
	

	Observations
	30.00
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	
	
	

	Regression
	3
	0.017213
	0.005738
	7.0431
	0.00128
	
	
	

	Residual
	26
	0.021181
	0.000815
	 
	 
	
	
	

	Total
	29
	0.038394
	 
	 
	 
	
	
	

	 
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	0.16117
	0.028911
	5.574715
	7.43E-06
	0.101743
	0.220597
	0.101743
	0.220597

	SIZE
	1.41E-08
	1.06E-08
	1.3211
	0.197978
	-7.8E-09
	3.59E-08
	-7.8E-09
	3.59E-08

	TANGEBILITY
	-0.12428
	0.037887
	-3.28024
	0.002951
	-0.20215
	-0.0464
	-0.20215
	-0.0464

	LEVERAGE
	-0.07144
	0.033442
	-2.13609
	0.042255
	-0.14018
	-0.00269
	-0.14018
	-0.00269
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