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"Corporate finance" in this context refers to activities and exchanges involving financial resources. The Company's decision, which has an impact on money and finances, is also a factor. The report makes clear the funding and analysis of Sainsbury Plc's businesses. By comparing Sainsbury's financial data to that of its rivals, the study also assesses the success of Sainsbury and the state of its market over the last few years. The firm's dividend activities have also been evaluated in order to understand the performance of the business. The company's sole objective is to provide its customers with the most possible value by offering them premium products and services together with novel and updated ways.

[bookmark: _Toc113410722]History of Sainsbury's

One of the top food store chains in the UK is Sainsbury's. With a 16% market share in the UK retail industry, it is ranked second in terms of market capture by Statista. John James Sainsbury and his wife founded Sainsbury's in 1869 as a partnership company in Holborn's Dury Lane. Currently, Sainsbury's runs more than 800 conventional grocery and 600 stores in the UK. With businesses including Argos, Tu, Habitat, Nectar, and Sainsbury's Bank, it presently employs 189000 people (About us, 2022). The third-most used retail website in the UK is the Argos website.
[image: See the source image]
Fig1: Sainsbury
Sainsbury's started as a grocery retailer before progressively expanding its product line. Sainsbury's corporate motto was "Perfect quality, lower cost." In 1903, Sainsbury's purchased a store in Dalston to begin its foray into the food business. Sainsbury's was the finest supermarket throughout most of the 20th century until Tesco overtook it in 1995. (Museum, 2012). (Islington - Docklands).
Since then, the company has put a lot of effort into regaining its top position. After that, the emphasis on serving up fresh food was dropped, and the business has since had many ups and downs. However, the company has adjusted its business plan and is once again putting fresh foods at the center of its operations.
The company's current mission is to support healthy eating among all people.
The motto "Driven by our enthusiasm for food, together we serve and help every client" sums up the company's current business philosophy. Once more, the company emphasizes its fresh food offerings with the use of information technology and innovation. To attract customers and achieve success, the firm aims to operate with a net-zero carbon intensity by 2040. 2022) (Our Corporate Plan). The corporation seeks to enhance several operationally inefficient areas, including this one.
Sainsbury's has two boards of management: an operational board and a board of directors. The CEO is Simon Roberts, the CFO is Kevin O'Byrne, and there are several non-executive directors in addition to Martin Scicluna, who chairs the board. In 2019 Martin Scicluna was proposed as board chairman, and in 2020 Simon Roberts was proposed as CEO. (Our company, 2022). The CEO, CFO, CMO, and heads of other divisions make up the operating board.
The company has faced several legal challenges ever since it began operating. Two recent topics worth mentioning are the price of Valentine's Day cards in 2018 and the ethical challenge of removing the Fairtrade label from tea. The business hasn't yet run across any significant moral or legal issues.
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[bookmark: _Toc113410725]Liquidity ratios
The liquidity ratio gauges a firm's capacity to fulfil debts due in the near future (Hillier, et al., 2014). They assess how effectively a business uses its liquid assets to settle its immediate debts.
Current ratio:
A business has the potential to cover its current liabilities with its current assets is measured by the current ratio.
Current ratio = 𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠/𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒s
Quick Ratio:
The quick ratio gauges a firm's ability to use its money and cash equivalents to satisfy its short-term obligations (Brigham, and Ehrhardt, 2019). The following formula is used to get the quick ratio:
Quick ratio = (𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠−𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦) /𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒s.
Cash ratio:
The ability of a business to pay off all of its current liabilities with cash and cash equivalents is measured by the cash ratio.
Cash ratio = (𝑐𝑎𝑠ℎ+𝑐𝑎𝑠ℎ 𝑒𝑞𝑢𝑖𝑣𝑎𝑙𝑒𝑛𝑡𝑠)/𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒s.
The amount of current obligations and current assets directly affects each of these liquidity indicators. A drop in current commitments is more likely to increase a company's liquidity than a rise in current liabilities. The liquidity of a corporation, on the other hand, increases with an increase in current assets and decreases with an increase in current assets. Higher liquidity is desired over lower liquidity in the corporate sector (Hillier, et al., 2014). To boost liquidity, businesses usually raise current assets while reducing current obligations. The liquidity ratios for Tesco in 2021 and Sainsbury's from 2017 to 2021 are displayed in the table below.
	Sainsbury’s
	2021
	2020 
	2019 
	2018 
	2017 
	Tesco 2021

	Current ratio
	.60 
	.63 
	.66 
	.76 
	.74 
	.68

	Quick ratio
	.46 
	.49 
	.50 
	.59 
	.53 
	.55

	Cash ratio
	.13 
	.08 
	.10 
	.17 
	.13 
	.22


Source: (author)
The cash ratio shows how well a company's money and money equivalents can cover its short-term or present small liabilities. The cash ratio for Sainsbury's throughout time is depicted in the following table. In contrast to its high cash ratio throughout the previous five years, Sainsbury's had a low cash ratio in 2020. With a cash ratio of 0.13 in 2021, Sainsbury's only has enough cash on hand to satisfy 13% of its current liabilities. The most conservative liquidity metric to assess a firm's liquidity position is the cash ratio. As a firm's cash ratio increases, so does its ability to fulfil its current obligations in cash. Babalola and Abiola.
Therefore, businesses want to increase their cash-to-debt ratio. Sainsbury's cash ratio indicates that the corporation needs to use more money and money equivalents to cover its recent small liabilities. Tesco's cash-to-debt ratio in 2021 was 0.22, which means it has enough cash on hand to cover 22% of its current commitments. Given that Tesco's cash ratio is just a hair higher than Sainsbury's, Tesco may be in a little better financial situation than Sainsbury.
The quick ratio shows how easily a business may use cash and cash equivalents to pay its current debts, excluding inventory. With time, Sainsbury's fast ratio tends to decline. With a quick ratio of 0.46 in 2021, Sainsbury's could pay off 46% of its short-term loans with current assets without selling any inventory. Changes in a variety of factors, including sales, the turnover of accounts receivable and payable, and others, can be blamed for Sainsbury's rapidly declining ratio. If the company's quick ratio is declining, it may be because it is having trouble growing revenues, collecting receivables slowly, paying payables swiftly, or taking on too much debt (Babalola, and Abiola, 2013). Tesco's quick ratio in 2021 was 0.55, which is significantly greater than Sainsbury's cash ratio. It implies that Tesco won't need to sell any of its inventory to better meet its short-term obligations.
The most transparent measure of liquidity is the current ratio, which determines how much of a firm's current liabilities can be paid by its current assets. If the ratio is higher, a corporation is more likely to be able to repay its short-term loans. A decent current ratio typically ranges from 1 to 3. 2018's Jathurika and Madushanka. Sainsbury's current ratio declined steadily from 0.7635 to 0.6037 between 2018 and 2021. Since 2018, Sainsbury's current assets have been declining. Both a decline in current assets and an increase in current liabilities over that period may be responsible for this decline (Macrotrends, 2022). Tesco appears to be in a better liquidity situation than Sainsbury's, as seen by its 2021 current ratio of 0.68. Additionally, Tesco's current ratio fluctuates between accounting periods whereas Sainsbury's is rising.

[bookmark: _Toc113410726]Gearing ratio

The term "gearing ratio" refers to a set of financial statistics that assesses the ratio of a company's ownership equity to its debt. It is possible to assess a firm's financial leverage by comparing the proportion of operations funded by debt versus capital given by owners (Karale, 2020).
Few gearing ratios are :
Debt-to-equity ratio:
To assess how dangerous the company's financial structure is, the debt-to-equity ratio compares the firm's total equity and total debt (Nuryani and Sunarsi, 2020). As the ratio changes, the risk also changes.
Debt-to-equity ratio = 𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡/ 𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡y
Equity ratio:
The equity ratio calculates a company's capital structure's degree of leverage. In other words, it evaluates the proportion of debt a firm utilizes to finance its operations as compared to equity.
Equity ratio= 𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦/ 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒ts
The following table shows the debt-to-equity ratio and equity ratio for Sainsbury's from 2017 to 2021 as well as those for Tesco in 2021.
	Sainsbury’s
	2017 
	2018 
	2019 
	2020 
	2021 
	Tesco 2021

	Debt-to-equity ratio
	1.87 
	1.97 
	1.78 
	2.59 
	2.81 
	2.71

	Equity ratio
	0.35 
	0.34 
	0.36 
	0.28 
	0.26 
	0.27


Source: (author)
The debt to equity ratio increased in 2021 as compared to 2017. In 2021, Tesco and Sainsbury's had a debt to equity ratios of 2.71 and 2.81, respectively. These two rivals' debt-to-equity ratios are relatively close, while Tesco's DE ratio is far lower. The smaller the DE ratio, the lesser the likelihood that a firm would declare bankruptcy. Businesses should make an effort to finance their investments with as little debt as possible to lower risk. The increase in the company's debt to equity ratio between 2017 and 2021 is what caused Sainsbury's total liabilities to increase (Nuryani, and Sunarsi, 2020). The financial reports for this period show that while total liabilities increased dramatically, total shareholder equity increased just somewhat. This had a considerable influence on the company's DE ratio. As the DE ratio increases, the corporation's vulnerability to the threat of insolvency increases. Tesco has lowered its DE ratio while seeking to reduce this leverage.
What portion of assets were financed by shareholder equity is shown by the equity ratio. If the ratio is smaller, the firm is riskier and has higher debt. Because the company is using debt, a lower than 50% equity ratio shows that it is a dangerous business. Sainsbury's is borrowing more money to fund its assets, as seen by the drop in equity ratio throughout the period. As a result, the organization's risk level increases yearly (My Accounting Course, 2022). Tesco's equity ratio is somewhat close to Sainsbury's with a score of 0.27. It shows that both businesses have about the same equity to fund their assets.
[bookmark: _Toc113410727]Capital structure

The capital structure of a firm refers to the combination or blend of debt and equity that it uses to finance its extensive operations.
The decision to raise money from various sources and invest it in various assets is guided by a set of rules that create a capital structure that enables a corporation to get the best rate of return at the lowest cost. A capital structure is a term used to describe this type of capital system.
Capital structure analysis can be conducted using a variety of theories. The fundamental principle of these theories is that variations in predicted earnings and capital expenditures regularly affect the value of the company as a whole. Reflectively, when leverage debt increases, earnings per share increase (Helfert, 2001, p.67). In practise, this continuous theoretical approach falls short of representing the conceptual underpinnings of the primary objective because the effect of leverage on capital costs is still not obvious. According to capital structure theories, the ideal capital structure can only be realised when leverage affects capital costs.
[bookmark: _Toc113410728]CAPITAL STRUCTURE THEORIES:

· The M-M (Modigliani-Miller) Theory.
· Traditional Theory
· Theorem of Net Operating Income (NOI)
· Theory of Net Income (NI)
"Theory of Modigliani and Miller"
This concept was proposed by Merton Miller and Franco Modigliani.
They gave us two choices.
• Non-Payment of Corporate Taxes
• When when corporate taxes are levied.
when a corporation fails to pay its taxes
According to this theory, the capital structure has no bearing on the "V" or its "Ko."
The debt-to-equity ratio of the corporation is unrelated to its overall value.
Since "Ke" increases as debt is used more frequently as a source of funding, the advantage of a low-cost loan is also countered by the rising "Ke."
They contend that the arbitrage mechanism prevents two otherwise comparable enterprises from having different market valuations or capital costs due to differences in capital structure.
when corporation taxes are present
The assertion made by M-original M that the "V" and "Ko" remain constant with the increase in debt in the capital structure is no longer true when corporate taxes are supposed to exist.
They recognised that the "V" would rise and the "Ko" would decline as debt in the capital structure increased.
They concurred that a company with leverage (VL) will be worth more than one without it (Vu).
Value of unlevered businesses computation
u = 
Value of a levered corporation in ke
VU + DT = VL
Where,
Value of an Unlevered Firm (Vu).
Value of Levered Firm, or VL.
D: Debt Amount
T: the levy amount
“Traditional Theory”
Ezra Solomon promoted this notion.
This theory states that by increasing the debt percentage in its capital structure up to a particular level, a firm can reduce its overall cost of capital or raise its overall value. as a source of financing, debt has a lower cost of capital than equity.
Changes in the capital structure's impact on "Ko" and "V"
First Stage: Using debt in a capital structure raises "V" and lowers "Ko," according to Ezra Solomon.
• As debt accumulates, "Ke" either remains constant or just marginally increases, but not quickly enough to offset the advantages of inexpensive debt.
• "Kd" remains unchanged or only slightly increases.
Changes in the capital structure's impact on "Ko" and "V"
• Second Stage: The "V" and the "Ko" will be at their highest and lowest points, respectively, during this Stage.
• As a result of a rise in "Ke" brought on by an increase in financial risk, the benefit of using low cost loans was outweighed.
• Third Stage: The "Ko" increases as the "V" falls.
• Because increasing the capital structure of debt above what is necessary increases the risk to the economy.
How to Determine the Market Value of Shares and the Value of the Company
S=         
V = S + D
Ko = 

“Theory of Net Operating Income”
The "Irrelevant Theory," also referred to as "David Durand's" theory, was put out.
This theory states that regardless of the debt-to-equity ratio, the overall cost of capital (Ko) remains constant and has no impact on the company's total market value (V).
Total Value of the Company Calculation
V = 
Where,
Ko = overall cost of capital.
Value for Equity Capital at Market
S = V – D
Where,
S = Market value of equity capital
V = Value of the firm.
D = Market value of the Debt.
Equity Capital Cost
Ke =
where,
 Ke is the cost of equity or the equity capitalization rate.
Interest on Debt = I
S is the equity capital's market value.
“ CONCEPT OF NET INCOME (NI) “
The "Fixed "Ke" Theory," as it is known, was developed by David Durand.
According to this theory, a company can boost its worth and lower its overall cost of capital by maximising the amount of debt that makes up its capital structure. Because: Debt is typically a less expensive source of funds;
(1) Interest rates are lower than dividend rates because there is a risk aspect.
(2) The tax advantage is deductible as an expense for income tax purposes.
Calculating the total company value
Total Firm Value (V) = S + D
Where,
S = market value of Shares = 
D is equal to Face Value x Market Value of Dent
E stands for earnings available to stock investors.
Ke is the capitalization rate or cost of equity capital.
determining the capitalization rate or the capital cost
Ko = 
Where Ko is the capitalization rate or overall cost of capital.
V is the firm's value.
[bookmark: _Toc113410729]Analysis of capital structure

Tesco reported a capital leverage of 49.21 between 2017 and 2021, with the majority of this sum going toward expansion through diversification. In addition, the income leverage showed that the interest rate on the loans was 42.52 percent. Some of this was also used to raise money for required debt payback. Sainsbury's financial statements for the same period, in comparison, revealed average capital and income leverage of 43.61% and 3.9%, respectively (Deieda, 2021, p. 11).
Reflectively, despite evidence of significant investment incentives, this is not a desirable duty to repay debt position. Tesco Company's risk-free rate is 4.61%, while market returns are generally 14.36%. Tesco's 2021 Annual Report and Financial Statements. Tesco Company's cost of debt before tax is, as previously said, 5.31%. Additionally, a maximum tax rate of 30% is expected to be estimated. This company is now better positioned for future investment as a result of our investigation.
For both Tesco Company and Sainsbury Company, the weighted average cost of capital is the same, but its percentage of debt before taxes—5.61%—is substantially different. This is an indication of the favorable conditions for investor confidence. Tesco's loan cost is 5.31% while its equity cost is 11.65%. Tesco's 2020 Annual Report and Financial Statements. This is valued at 36,222.8 million pounds on the equity market. Tesco's WACC is currently at a cozy 10.7%. (2021, Deida, p. 06).
In contrast, Sainsbury's WACC is 13.54%. Even though the two companies' relative WACC figures are different, their position demonstrates that both have favorable investment climates. The high WACC% that Sainsbury demonstrated is insufficient proof that Sainsbury investors will probably also invest in Tesco. Tesco favours stocks more than Sainsbury does.
However, exchange rates, liquidity, and credit risk are the primary threats that Sainsbury must manage. Because some of the company's locations are outside of the UK, interest rate risk and market fluctuations are a possibility. To match interest rate profiles and reduce volatility, the firm is responding by inventing methods to manage the appropriate balance between borrowing, inflation, and floating-link interest rates.
There was a 33% balance between the net debt and fixed interest rates following the swap in 2017. Deieda, 2021, p. The corporation needs to take steps to lower its level of debt because 40% of its income is transferred in US dollars. The cash flows demonstrate the corporation's exposure to a liquidity risk as well. Repaying real estate assets over a range of maturities, however, can limit these. The paper demonstrates that a debt financing approach can balance the liquidity contingent by doing this (Collis and Hussey, 2021, p. 23).
Basic Presumptions
One of the fundamental underlying assumptions used in the computation of the Weighted Average Cost of Capital for Tesco and Sainsbury Companies is that UK government bonds would have a risk-free rate during the analysis period. Furthermore, it is assumed that the relationship between beta and return is linear. Tesco and Sainsbury are also thought to operate in a perfect market. The weighted average also shows the loan's amortization period. It displays the leases' debt value. The current worth of operational leases. The debt's present market value is determined using the annuity of prior interest payments. Theoretical default spread formulas were created using calculations by Prof. Damodaran. The performance of the market during the analysis period is also believed to be reflected in the FTSE index (Eugene and Michael, 2009, p. 89).
[bookmark: _Toc113410730]Capital structure theoretical Reflections

Various theories can be applied to capital structure analysis. The underlying assumption of these theories is that variations in capital costs and anticipated earnings frequently have an effect on the value of the organisation across all levels. Reflectively, when leverage debt increases, earnings per share increase (Helfert, 2001, p.67). In fact, this continuous theoretical viewpoint falls short of capturing the conceptual foundations of the primary purpose because the effect of leverage on capital costs is still not clear. According to capital structure theories, the optimal capital structure only occurs when leverage affects capital costs.
There are various theories that can be applied to capital structure analysis. The underlying assumption of these theories is that variations in capital costs and anticipated earnings frequently have an effect on the value of the organisation across all levels. Reflectively, when leverage debt increases, earnings per share increase (Helfert, 2001, p.67). In fact, because it is still unclear how leverage affects capital costs, this continuous theoretical viewpoint falls short of expressing the conceptual underpinnings of the fundamental goal. The ideal capital structure, in accordance with capital structure theories, only materialises when leverage impacts capital costs.
[bookmark: _Toc113410731]Modigliani and Miller (1958) 

"In the absence of taxes, bankruptcy cost, asymmetric knowledge, and in an efficient market, a company's worth is unaffected by how it is financed, regardless of whether the company's capital consists of equity or debt, or a combination of these, or what the dividend policy is" ( “Modigliani and Miller”, 1958, p. 79)
Introspectively, this theorem is based on the notion that diverse options are presented in situations involving taxation and tax exemption (Brealey, Stewart, and Franklin, 2008, p.46). When taxation is present, leverage is added or enhanced, which has a number of benefits.
However, benefits like wealth growth through increasing leverage are not realised in the absence of taxation, i.e., in the absence of a tax haven (Brealey, Stewart, and Franklin, 2008, p.46). This theory was most relevant for the circumstance because it contrasted two businesses. The premise would hold true when comparing two enterprises, one without debt and the other with debt. If they accept the suggested inference, the theory comes to the conclusion that these companies are the same ("Erricos and Cristian", 2007, p. 54).
In the illustration, a potential investor will apply this idea to choose the best investment opportunity amongst two businesses that are performing almost comparably on the market. Stock purchases to reach a specified return on investment matrix would be a terrific opportunity in a leveraged company. But in 1958, Modigliani and Miller assert the following:
The weighted average cost of capital for a company with dangerous debt remains constant as the ratio of debt to equity rises, but the necessary return on equity is higher due to the greater risk faced by equity investors in a company with risky debt. "There is an underlying assumption that the cost of borrowing for the investor and the leveraged company are equal, but this is not always the case when there is asymmetric knowledge or when there aren't efficient markets (1958, p. 89, Modigliani and Miller)
The cost of debt and financial leverage (including operating, financial, and combined leverage) are the two main ideas in this theory.
By weighing the benefits and drawbacks, trade-off theory, on the other hand, clarifies the justification for mixing debt and equity funding. Similar to the pecking order capital structure hypothesis, this theory employs agency costs, debt financing, and equity financing to establish a firm's capital structure.
[image: ]
Fig. from Sainsbury 
As was previously demonstrated, increasing leverage (debt-equity ratio) produces the best capital structure and strikes a compromise between bankruptcy and tax shelter (Helfert, 2001, p.69). Despite Myers' criticism, the Trade-off Theory is still a favourite among most analysts since it provides a helpful explanation for changes in asset prices and capital structure. It is also adaptable when it comes to data matching and analysis.
[bookmark: _Toc113410732]calculating the average yearly share returns for the previous five years

Calculating the annual returns on the share value is an efficient way to analyse a corporate financing arrangement. This is a calculation of the profits and losses of a mutual fund over a specific time period. For external shareholders looking for the optimum investment strategy, this is an essential component. It is useful to compute annual share returns in order to evaluate and compare investment success. The returns are computed using a "simple mathematical average of a series of returns generated over a given period of time."
The average yearly share returns over the previous five years have been compared and thoroughly examined in order to evaluate Tesco Plc's investment track record and goals. A presentation of a research of the yearly returns from 2017 through 2021 has also been made.

	years
	Average Annual Share Return

	2017
	0.96%

	2018
	-0.57%

	2019
	1.32%

	2020
	-.27%

	2021
	2.16%


Source:( author)
The value of the return in 2017 is projected to be close to 0.96% on a monthly basis based on performance. The value of the return, on the other hand, was around -0.57% in 2018. The return for 2019 will be close to or almost 1.32%, it was also established. (2022a, Yahoo Finance). In 2020, the return was about -0.15%. Additionally, it is obvious that each return in 2021 will be 2.16 percent. It follows that the biggest return is predicted for 2019 in particular.
[bookmark: _Toc113410733]Section C
[bookmark: _Toc113410734]The Dividend Decision

The dividend is one of the most crucial elements in a stock market for providing earnings to owners. The amount of dividends a firm pays out is based on the capital growth it has seen over a specific period of time. The dividend that a firm pays is significantly influenced by its earnings per share and financial operations' profit (Sari and Suharti, 2021). Over the past five years, "Sainsbury Plc's" dividend operations have been monitored using the annual reports of the firms. According to a study, a company's "profitability and capital growth" will increase in 2021 as a result of the market's intense competition. The corporation has raised the amount of shares it has bought in the competitive market due to its effective dividend distribution rate.
The flexibility of "Sainsbury plc's" dividend actions during the previous five years in the competitive market was examined in this study's component. Shareholders received a special dividend from the company of 5.95 pence per share, which will rise to 9.15 pence per share by the end of 2021. (2012). (Sainsbury) The business paid dividends to holders of common stock on the stock market totaling 5.95 pence. Additionally, the business used to distribute 3.20 pence in dividends every quarter to each ordinary shareholder. Including both the regular and interim dividends, the total dividend paid to shareholders at the end of the year is 9.15 pence per share.
	years
	dividend paid

	17/12/21
	2.14

	16/07/21
	2.74

	18/12/20
20/12/19
17/07/19
21/12/18
	2.85
2.33
2.01
2.69

	13/07/18
	3.32

	02/01/18
	2.41

	07/07/17
	2.45

	04/01/17
	2.45


Dividend paid
(Source: Sainsbury, 2021)

At the end of 2020 and 2019, the company paid equity shareholders an ordinary dividend of 4.10 pence per share and common shareholders an interim dividend of 1.67 pence per share. 2020 (Sainsburry). The company has paid its shareholders a total dividend of 5.77 pence per share. Shareholders have the option of withdrawing or maintaining their dividend in the corporation, according to the corporation.
Checks will no longer be used to pay dividends. You can also sign up for our Dividend Reinvestment Plan to earn dividends in the form of additional shares. Direct deposit of dividends into shareholders' bank or building society accounts will be made.
Through the DRIP scheme, shareholders can reinvest their cash dividends in the company's equity. On the day of the dividend payout, the shares are purchased on the market using a specifically created share dealing facility offered by Equiniti. As part of this DRIP, no more shares are distributed. (sainsburry,2019).
The DRIP should be viewed as one component of a well-rounded portfolio since it can only be used to invest in one company. You should be aware that the cost, value, and potential income from these investments are all susceptible to change, and such change might not be in your best interests. It's probable that you won't make your first investment back. If you have any questions regarding the suitability of this investment, you should speak with an impartial, licenced financial advisor. Past performance is rarely a reliable indicator of future success. (sainsburry,2021)
In connection with dividend payments, the company issues an Annual Dividend Confirmation (ADC). An ADC including a list of all the payments made during the previous year will be sent to stockholders who get their dividends directly into their bank accounts once a year. (sainsburry,2021).
Additionally, the firm paid shareholders 4 pence per share at the end of 2017–2018. 2018 (Sainsbury). The corporation distributed a two-cent interim dividend to common shareholders at the conclusion of the financial period. The corporation's final dividend to common shareholders for the 2017–2018 fiscal year was 3 pence per share.
In comparison to the dividend it paid to its shareholders in the market, the firm sought to earn a two-fold return on the shares. For each share of the entity that has not been located, the company has deducted £1 as divided. In order to prevent a financial disaster for the company, the CEO has concentrated on cutting the dividend paid on the bonus share.

[image: ]
Dividend overview of Sainsburys
(Source: hl.co.uk, 2021)
In the competitive market, the company's "board of directors" has authorised the "proposed final dividend." The company has increased the amount of dividends paid to common shareholders as a result of its good financial success, which is demonstrated by its dividend actions over the previous five years. The corporation's final dividend payment in 2021 was 6.37 pence per share, or 9.10 pence. Due to the company's capital and financial performance exceeding projections in 2021, the actual dividend payout grew by 53.3%. However, the company did raise the dividend it paid to stockholders in 2019 from 3 pence to 4.36 pence. According to sources, the corporation increased the dividend it distributed in 2019 by 64%.
[bookmark: _Toc113410735]Factors that influence dividend decisions

Regular dividend payments offer a lot of comfort, especially in tumultuous economic periods. However, it can be challenging to locate shares that will pay them. High yields might be seductive, but they can also be the first sign of prospective dividend cuts, so it's important to move cautiously.
Investors can lessen this uncertainty by using a handy checklist that enumerates the essential components of dividend investment programmes. This also helps separate decision-making from emotion.
It will be much simpler for you to methodically pick higher quality dividend stocks if you follow a few basic rules. J Sainsbury's (LON:SBRYdividend )'s payout serves as an illustration of how to apply this checklist technique.
[bookmark: _Toc113410736]The Steps For Finding Dividend Shares

Dividend Security
People are naturally drawn to yields that are pleasantly high, but it's important to realise that a dividend is conceivable. The dividend cover ratio, which is equivalent to it, is a frequently used indication of a company's net income over the dividend paid to shareholders. Divide the dividend per share by the earnings per share to estimate the sustainability of a payout.
Pleasantly high yields naturally attract investors' attention, but it's crucial to remember that a dividend is possible. Its equivalent, the dividend cover ratio, is a widely used measure of a company's net income over the dividend paid to shareholders. In order to determine whether a distribution is sustainable, divide the dividend per share by the earnings per share.
The corporation may not be able to finance the payout from earnings in the current year if the dividend cover is less than 1x and may need to go to outside funding sources.
J Sainsbury's dividend cover is 2.10.
Dividend growth.
For income investors, a track record of dividend growth and signs that the trend will persist are key indicators. A corporation may be successfully managing its shareholder rewards and distribution systems if its dividend is consistently going up. Compared to corporations that aggressively distribute earnings, dividend growth companies often offer moderate yields but are better at keeping their payouts intact.
Sainsbury has increased its dividend payout three times in the last 10 years, and the dividend per share is anticipated to increase by 16.4% in the coming year.
A High Dividend Yield That Is Not Excessive
The importance of dividend yield is best demonstrated by the ratio of a company's annual dividend payment to its stock price. This makes it straightforward to compare dividend payouts across the market.
Naturally, high yields are sought, but unreasonably high yields should be avoided. Yields of 10% or more are frequently a warning sign for unstable equities. This is because the share price will fall and the yield will rise when the market believes a firm may not be able to sustain its dividend. It pays off to keep an eye out for lucrative returns.
At Sainsbury's, the dividend yield is 4.71%.
How does this affect prospective investors?
The three fundamental pillars of yield, growth, and safety serve as the foundation for some of the most well-liked dividend investment strategies. It's crucial to understand, though, that dividend payments could be significantly scaled back or discontinued when the outlook changes.
To properly comprehend the dividend prospects for any firm, you must conduct your research. More information on the issues with J Sainsbury can be found here.
[bookmark: _Toc113410737]Conclusion

Using and putting into practise statistical and financial methods to correctly assess the financial performance of a company You can become an expert in financial analysis by using "comparison analysis techniques" to compare the company's current performance to both its past performance and that of its competitors. When capital structure and dividend theories like the "M&M model and Gordon model" are correctly integrated, it has been found that the entity's payment is less viable. J. Sainsbury has reportedly lagged behind Tesco plc in terms of financial achievement during the last five years. An effective understanding of the factors influencing the company's dividend decision has decreased its viability.
One may say that "Sainsbury plc" had an "irregular dividend policy" when it came to paying dividends to its owners. Dividend payments by the corporation have been determined by how profitable, liquid, and leverage-free the entity has been during the past five years. The company paid its shareholders a higher dividend than other businesses in its industry during the selected period. Sales and revenue for the business have greatly increased as a result of the management's advancement in the "acceptance and implication" of marketing and advertising strategies.
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Appendix :
Liquidity ratio:
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