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1.Working Title 
The impact of Brexit on the Capital Structure and Corporate Strategy in the UK Financial services.

2. Introduction 
“Researchers define the UK as the current Europe’s major international financial centre and leads in most financial services areas and the Centre for Economic Performance (2016) since the UK referendum to withdraw from the European Union predominantly referred to as 'Brexit', result in a substantial rise in uncertainty. Bloom (2009) defines uncertainty as the incapability of economic agents where, investors, politicians or consumers develop clear expectations regarding the forthcoming economic developments. In the context of the UK's vote to leave the EU, there is considerable uncertainty concerning the future arrangement of trade relationships after Brexit has been affected”. 

“In addition, Schwab (2016) states that the financial consequences of the UK's 'leave 'vote are being experienced already. As a result, there are high likelihoods of these impact has increased since Article 50 of the Lisbon Treaty was implemented and triggered on the 29 March 2017. The Lisbon Treaty handles the withdrawal of a member state from the EU (Schwab, 2016).  Before that treaty, there was no formal mechanism for a country to leave the EU”. 

“These measures will initially increase the costs for doing business. The more corporations are required to wait for the Brexit deals to be settled, the more important uncertainty becomes as a management problem. Corporate managers must align corporate strategy and capital structure activities with their objective to create shareholders value”. 

“HSBC BANK PLC is one of the world’s largest banking and financial services organisations and serve around 38 million customers through four global businesses such as retail Banking commercial Banking, global banking Wealth Management, Markets, and Global Private Banking. The group covers 67 countries and territories in Europe, Asia, the Middle East and Africa, North America and Latin America that invest in businesses that result in long-term profit maximization and increased returns to the firm’s stockholders”. 

“Do investors and shareholders care for the uncertainty surrounding Brexit in the UK financial Services? This research aims to examine if corporations such as HSBC bank and Assets Managements, who actively manage their capital Structure and Corporate strategy disclose related information to the public, are more appreciated by investors than corporations who do less or do nothing”. 
“According to their Annual Report, In the past 12 months HSBC have paid more in dividends than any other European or American bank and returned $3.5bn to shareholders through share buybacks and have previously said Brexit could force the bank to move 1,000 staff to Paris, which would help avoid a loss $1bn of revenue”. 
“Many analysts attribute the bank's poor performance to the after effects meltdown and major banks have been forced to move away from riskier areas of finance and rock bottom interests the world over have damaged profit margins. The bank has let off staff ever since and plans to cut a further 8,000 jobs in the UK by 2019”. 

“Research states that HSBC has spent $28 million on advice about the impact of Brexit, revealing for the first time the costs that businesses face in managing Britain’s withdrawal from the European Union”. 
“Reporting its results for 2017, HSBC revealed that it had racked up millions of pounds of Brexit-related costs in the past year as it prepares for the UK’s departure in March next year.  “HSBC’s bill is eight times the amount budgeted by the Financial Conduct Authority, the City watchdog, for its own Brexit work”. 

“However, the considerations and the degree of risk posed by Brexit vary significantly across different types of financial institutions, depending on their business lines, customer and client mix, and current operating model. Generally, the primary concern for UK banks that serve predominantly UK customers will be domestic macroeconomic conditions; no substantial changes to organization or operating model are likely to be required”. 

“In addition, banks with investment banking or asset management activities, that are using the UK as a platform to serve clients in the EU, could well be affected by both economic conditions and the requirement to change their operating model”.

 “UK Retail Banks That Serves UK Customers, the primary concern will be the negative outlook for the UK economy, which is likely to have a detrimental impact on retail-banking performance.  In addition, base rates are likely to remain lower for a longer period, which will keep net interest margins under pressure. Higher inflation and a reduction in consumer confidence will lead to deleveraging, reducing loan growth. As a result, banks will see downward pressure on retail banking revenue growth according to researchers”. 

“As a result, these banks are also likely to see an increase in loan losses as GDP falls, inflation increases, house prices decline, and unemployment grows. However, that lending quality is generally higher than it was in the build up to the financial crisis, so any increase in loan losses may be less pronounced. In addition to the potential impact on retail banking performance, these banks will face challenges in their corporate and investment banking and asset management operations”.

“This research attempts to describe the impact of Brexit on corporate strategy and capital structure from investors and shareholders value perspective and aim to study the issue of the impact of Brexit on the Capital Structure as well as the Corporate Strategy on firm performance in the UK Financial Services. Its uses sample from the UK Financial Services, HSBC’s Annual reports, bank listed on the London Stock Exchange. Which will prove the link that exist between these fields of business research”. 

“The overall objective of this research is to test the viability of the impact of Brexit on Capital Structure and Corporate Strategy on HSBC Bank performance using Corporate Finance and Strategic Management theories. Corporate strategy is defined as a firm’s corporate actions with the aim to achieve company objectives while achieving a competitive advantage. Where as Capital structure is the allocation of debt and equity that a firm uses to fund its operations and expansions”. 

 Research Question

What is the impact of Brexit on the capital Structure and Corporate Strategy in the UK Financial Services? 

To answer this question, the following research questions should be addressed:

What are the factors of Brexit that impact the UK Financial Services? 

How does company’s Capitalisation Structure affect its profitability with the Brexit implications?  

How is the latest Brexit news impacting on the Capital Structure and the Corporate Strategy on firm’s performance in UK the Financial Services?

What will Brexit mean for UK banking and Financial Services sector? 

What are the benefits for a company using equity financing VS debt financing with Brexit implications?

How companies in the UK Financial Services identify and manage Strategic uncertainty that surrounds Brexit?

What will be the impact of Brexit on the Financial sector when the UK has completely left the European Union? 







3. Literature Review

“The European Commission (2016) noted that the results of the referendum to leave the EU which took place on the twenty-third of June 2016 have altered the settings for the way ahead.  
The vote to withdraw from the EU has caused a considerable increase in uncertainty, sudden exchange rate fluctuations and financial market instability”. 

“Furthermore, Breinlich et al. (2016) states that the developments instigated by Brexit, including the rising uncertainty brought about by what is likely to be a prolonged period of withdrawal from the EU negotiations and have the capacity to damage the recovery in the European Union”. 

“Even so, the European Commission (2016) suggests that while uncertainty is anticipated to fade away in the end, future changes in the political, as well as economic relationships between the United Kingdom and EU Member States might have an enduring effect on the medium to long lasting economic outlook”.

“According to Researchers, Corporate strategies entail two distinct dimensions that include measures pertaining to growth (Zook & Rogers, 2001) and liquidity (Kim et al., 1998). 
Corporate managers decide what businesses to invest in and how liquid the assets of the firm should be to maximize the value of the firm, both in the short and long-term”. 

“Ross et al. (1999) explains that the goal of management is to maximize the market value of debt and the market value of equity to maximize its total value. The optimal capital structures of the firm are one that minimizes the cost of capital or an optimal balance between the proportion of debt and the proportion of equity would result in the overall minimization of the cost associated with these components”. 

 “Furthermore, it is essential that the financial distress concerns that managers have.  Firms with large investments in tangible assets have lower costs of financial distress than firms with intangible assets because of the resale value of the tangible assets that can be more easily assessed as compared to intangible assets.  Firms with uncertainty in cash flows are more prone to financial distress, even with low levels of debt or no debt”.  
“Therefore, these firms typically rely on equity financing than debt financing to fund their investments in assets. Lowe, Naughton and Taylor (1994) explain that capital structure decisions are behavioural in nature more than financial. Ross et al. (1999) also support this reasoning while stating that there are no straightforward formulae that help figure out the optimal capital structure of a firm in the real world”.

“The relationship between liquidity and performance has been tested, which reveals a positive relationship between liquidity and cash flow measures, free cash flow (Kim et al., 1998). Ross et al. (1999) suggest that firms with higher growth potential will have lower debt as compared to firms that have a lower potential to grow”

“The Firm Performance Construct A firm’s performance can be measured in terms of its profitability and market performance.  Typically, profitability is measured in terms of return on the capital invested in the business or return on the revenues generated during a given period”.  

“As a result, Capital Structure and Firm Performance higher level of debt will have a positive impact on return on equity for banks which are primarily run on debts and earn from advancing further these debts and earn income, unlike other firms where increased debt level increases the debt services through increased interest expense, which lowers the net income available to shareholders, (Damodaran, 1997; Ross et al., 1999)”. 

4. Research Strategy and Methodology 

“Using a listed UK bank, HSBC, testing will be done on the Financial Sector to achieve the stated research objectives. Data will be collected on secondary data sources which includes text books by various authors, published articles, online journals and featured articles on the Financial Institutional websites as well as articles from database websites and with help of Google search engine that will enable effective testing of hypothesis.  Most of the statistical data will be accessed from the official websites like the UK HSBC Bank and Asset management Companies, annual reports”.

“The basic strategy used in the research will be methodological triangulation which involves both qualitative and quantitative methods of analysis, done in United Kingdom.
The design of the research is concerned, the type of research selected is retrospective study such as trend studies which looks back in time for the happening of past events and find a trend in it. Probability and Non-Probability sampling method will be used to give a proper approach to every step taken in this research. All the data will be categorized in these categories and then a trend will be extracted from them”.



5. Logistical and Ethical Consideration 

“The proposed study will be conducting ethically by considering the ethical guidelines applicable to the human participation. The sample of the study will not comprise with young children and vulnerable individuals”. 
“All the respondents will be targeted randomly without considering the personal interest and judgements of the research. Sample respondents will provide the information regarding their participation and after they understood the research process, the informed consent will be taken. Participants will be informed that they are free to opt out from the research anytime they wish. Research investigation will make sure that the personal identities will not be collected and any of their information will not disclose to the outsiders”. 

“All the information will be kept secret in a personal computer and will be destroyed as soon as the objectives of the research project is completed. There will be no forcible harm or risk to the respondents due to their participation for the research”. 

6. Outcomes 
"The literature in strategic management and corporate finance pertaining to the definition and theoretical underpinnings of the constructs defined within the model such as impact of corporate strategy and capital structure on firm performance” from recent study”. 

“The constructs and their dimensions were identified and the variables that represent each dimension were explored in terms of the research that exists in the domains.  The interaction between the constructs and variables in terms of the work done by researchers were explored to highlight the key relationships that will be used in the development of hypotheses, which will be explored in the following work. In contrast, researchers adopt deductive approach to test the identified theories by collecting data (Saunders et al., 2012). The proposed study intends to use deductive approach as it first collects theoretical evidence to the research problem and them using a suitable methodology, collects data to test the applicability of the identified theory (Bell and Waters, 2014)”. 

















7. Timetable
Given that the research will be done over a period of sixteen weeks, the following timeframe have been set to achieve the objective.

	MILESTONE
	DURATION
	RESOURCES

	Finalise the research Topic
And prepare research Proposal
	21/05/2018

01/06/2018
	Secondary sources on Brexit, Corporate Strategy and Capital Structures: Textbooks by various authors, research papers, online journals, published articles, featuring articles, websites, articles from websites database, computer, internet on Tutor instructions

	Literature Review
	21/05/2018

30/06/2018
	Access to secondary sources: Research papers, journals, textbooks on Capital Structure, Brexit, Corporate Strategy on supervisor instructions

	Finalise the research Methodology 
	02/06/2016

10/06/2018
	Computer, websites

	Prepare research Questionnaire
	12/06/2018

15/06/2018
	Internet, computer

	Completion of the first two chapters
	20/06/2018

15/07/2018
	MS Office Software, computer

	Communicate with sample
Get it approved and consent as well as questionnaire administration
	01/07/2018

18/08/2018
	Email, Computer, transport

	Data Analysis
	15/08/2018

25/08/2018
	MS Office Software, Computer, Supervisor instructions 

	Completion of next Chapters
Such as data analysis, Conclusion and recommendations
	26/08/2018

10/09/2018
	Supervisor instructions, Computer, MS Office Software

	Put final touches on theses and proof read
	20/09/2018

05/10/2018
	Stationeries, MS Office Software, computer, supervisor instructions
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