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[bookmark: _Toc104758100]Abstract 
Financing decision is one of the most important decisions of a firm not only for the purpose of maximising shareholders wealth and profit but also to make sure the firm is financially equipped and can successfully operate in a competitive environment. The firm’s ability to carry out the stakeholder’s interest is related to capital structure.  In financial term capital structure means the way a firm finances its assets through the combination of debt and equity. The study investigates the extent to which the capital structure of one of the UK’s banks impacts on its growth. The diversified theories of capital structure were discussed to understand the benefits and limitations of the theories. Secondary data from year 2017 to 2021 of the bank was collected from firm’s annual report to identify any correlation between the firm’s capital structure and its growth. The findings reveal that the case study bank has more debt than equity in its capital structure and debt has consistently increased over the period of studied years while the equity has significantly decreased. Despite this significant change in its capital structure the banks profit has continued to increase. Based on the findings, it can be stated the composition of debt and equity has change significantly over the studied period. Therefore, it seems justified to conduct further research of the composition of debt and equity in its capital structure to identify if the quality of debt and equity has impacted growth.   
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[bookmark: _Toc104758101][bookmark: _Toc105146507]CHAPTER: 1
1.1 [bookmark: _Toc105146508]Background Information
In 1695 one of the oldest banks in Scotland was founded named The Royal Bank of Scotland after that Taylor & Lloyds in Birmingham founded the Lloyds bank in 1765. (Lloyds Bank, 2020). Merger took place in 2009 between the two banks and it was from this point onwards it became known as The Lloyds Banking Group (Lloyds Bank, 2020). There are many well-known brands within The Lloyds Banking Group, they are Lloyds Bank, Halifax, Bank of Scotland, Scottish Widows, MBNA, Schroders Personal Wealth, Blackhorse, Lex Autolease, Birmingham Midshires, LDC, AMC, iWeb. These thirteen brands are sub divided into four core areas and these are retail banking, commercial banking, insurance, and wealth. With the verity of services Lloyds Banking Group provides, it implies customers financial needs can be met in one location (IBID). While the banking group has 30 million customers, they have 65,000 colleagues working for the firm. Pre-tax income for 2020 of Lloyds Banking Group was £1,226 million and the groups after-tax statutory income was £1,387 million for 2020 (Lloyds Bank, 2020).  
Lloyds group’s annual reports evidence suggests that the bank holds one of the largest market shares within the UK financial services sector. This provision has facilitated for the groups increase revenues and profitability consistently. Lloyds Banking Group has presence in more than 210 locations in the UK alone and holds the largest branch network in 2018 (MarketLine, 2020).
Evidence suggests Lloyds Banking group has been performing well consistently over the last few years. The impressive growth and profitability of the bank is influenced by its capital structure which is evident and further the research inclines the same (Lloyds Bank. 2020). Lloyds Banking Group is one of the leading financial service firm with a large network worth and therefore other financial service in the sector can learn important facts by further investigating the capital structure of the group and its impact on growth therefore further investigation is needed.
1.1.1 [bookmark: _Toc104758103][bookmark: _Hlk97650787]What I want to find out
Over the years academics and practitioners have demonstrated the significance of capital structure in enriching the achievement of profitability and growth objectives of a bank (Ajanthan, 2013). The concept is that financing decisions are made to minimise the financing cost (Weighted Average Cost of Capital) and to maximise the value of firms and its shareholders wealth. The approach a firm takes in financing its investment activity is referred to as capital structure decisions (Arnold, 2013). Other sectors capital structure has been discussed over the years however there has been little discussion on capital structure of financial services sector. Sidduil and Shoaib (2011) contend that agency cost is determined by capital structure of financial institutions. The study carried out by Sidduil and Shoaib (2011) investigated the agency cost hypothesis of banking sector. Panel data of 22 banks was used and banks profit was used as a measure of efficiency of banks, they further identified size of banks and consumer banking has played significant role in the banks profit efficiency. Kayani and others (Kayani et al, 2021) claim that liquidity creation which plays a vital role is also influenced by the size of bank. Furthermore, there is more aptitude in creating liquidity  for larger banks as they enjoy more of the safety net provision provided by lenders of last resort in the event of crisis. 
Earlier to Kayani et al’s (2021) study, El-Chaarun and El-Abiad (2019) study examined whether there is a relationship between Middle East Countries on capital structure and the performance of the banking sector of 143 banks over a period. 
1.1.2 Reason for choosing this topic. 
During my bachelor's and master's degrees, capital structure was a topic of great interest to me. My interest in the subject stems from the various controversies that have arisen in the past. The fact that, despite much debate on the subject, scholars and practitioners are yet to provide solid, concrete evidence on a fundamental question: Does the composition of a firm's capital structure affect its growth and performance? The desire to make some significant contributions to the ongoing debate about capital structure influenced my decision to begin the study.
1.1.3 [bookmark: _Toc104758104]Why my proposed academic enquiry important.
The proposed research is important to answer a fundamental question: Does a company's capital structure affect its growth? A review of the literature on the research topic suggests that not enough studies have been conducted in the UK (Ding and Sickles, 2020). 

[bookmark: _Toc104758105]1.1.4 Potential user of this research.
Potential users of this research are professionals with similar interest in the field such a academics, institutions, bankers, managers and analysts.
1.2 [bookmark: _Toc104758106][bookmark: _Toc105146509]STATEMENT OF THE PROBLEM

The problem that the study is trying to solve in this research is to identify if there is a correlation between company growth and the composition of its capital structure. Various studies have been carried out in some countries with the main aim of answering the question that this study aims to answer but none coherently presents a generally agreed answer to the question. In view of this, this study aims to make significant contribution to the debate.
1.3 [bookmark: _Toc104758107][bookmark: _Toc105146510]OBJECTIVES OF THE STUDY

The study will further investigate if the firm chosen has had any volatility in their capital structure over the chosen period and if it has affected their growth, especially during the covid-19.  
· To identify a firm’s composition of capital structure.
· Investigate in depth a Firm’s historical capital structure over the last five years.
· To investigate the legislation and laws in UK on Capital Structure for Financial Service Sector.
· Has the capital structure of the firm changed over the years and if it has, why has it changed, if it has not changed, why has it not changed? 
· Has the firm maintained or enhance its growth over the period?
1.4 [bookmark: _Toc104758108][bookmark: _Toc105146511]PURPOSE OF THE STUDY 

Evidence from research and literature reviewed suggests that there are studies on capital structure which have been carried out in the UK manufacturing sector over the years but studies on the UK financial services sector on capital structure is limited.  Most of the studies on the capital structure of financial services sector focused on developing countries such as Pakistan, Nigeria, and Kenya. These studies were also on pools of banks of different size, structure, length of service, and of different region. In addition, these studies were done for comparison. Against this background information it is therefore reasonable to investigate a particular bank on its capital structure over a period and the impact on its growth and if the changes have contributed significantly. This study may also answer some of the questions on how the banks has adjusted to covid and was there any significant changes to capital structure and growth furthermore if the changes was good or bad and what can be avoided in the future.

[bookmark: _Toc104758109][bookmark: _Toc105146512]1.5. RESEARCH METHODOLOGY/ DESIGN

This is a quantitative research. The research data will be collected from secondary sources such as annual reports, publicly available documents relating to banking operations in the UK, academic journals, textbooks, and library archives. The research will be based on a specific case - The Lloyds Banking Group. The study will adopt deductive approach by developing hypothesis that is based on pre-exiting theory. The data collected will be analysed to identify any changes to the composition of capital structure of the bank over the years and its growth.  The data collected will subsequently be analysed, using SPSS software.
[bookmark: _Toc104758110][bookmark: _Toc105146513]1.6. LIMITATIONS OF THE STUDY

The study will focus specifically on the capital structure of one of the UK banks. The study intends to use secondary which will be collected and analysed. Generally capital structure of manufacturing and service sector has the component of debt, equity, and capital however for financial sector the capital structure is different. There is no clear identifiable listed component of capital structure of UK banks. Although Lloyds Banking Group is public listed company it is still difficult to collect data from annual reports of consecutive years. Furthermore, finding component of capital structure within the balance sheet/income statement is challenging. 
Further research will be carried out to identify these components of capital structure of banks in the UK as well as contacting Lloyds Banking Group for further assistance/support.   

[bookmark: _Toc104758111][bookmark: _Toc105146514]1.7. ETHICAL CONSIDERATIONS

Since the focus of the study is to investigate the capital structure of a specific UK bank, it is imperative to seek for research ethics approval of the University of Wales Trinity Saint David’s prior to investigating the chosen bank’s operations. In addition, since the research will not involve the collection of primary data, it is not deemed necessary to seek for participants’ informed consent (Bell and Waters, 2014). To maintain the UWTSD research ethical standard, it is important that we maintain confidentiality of the secondary data collected to ensure that the participating bank’s information is not compromised (Sapsford and Abbott, 1996)
[bookmark: _Toc104758112][bookmark: _Toc105146515]1.8. ORGANISATION OF THE STUDY

The study will be divided into five chapters
Chapter one will be introduction to the topic of enquiry
Chapter two will be literature review
Chapter three will be research methodology and design
Chapter four will be analysis of findings and discussion
[bookmark: _Toc104758115]Chapter five will be conclusion, recommendation, and reflection.


[bookmark: _Toc105146516]Research Timetable 
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	Feb-22
	Mar-22
	Apr-22
	May-22
	Jun-22

	1
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	Reflection 
	 

	3
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	Submission of research proposal
	Data analysis
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	Submission and Final report 
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	Introduction, Aim and Objective  
	Data collection
	
	 
	 







[bookmark: _Toc105146517]CHAPTER 2 – LITERATURE REVIEW
[bookmark: _Toc104758117][bookmark: _Toc105146518]2.1 Introduction
Commercial banks in the United Kingdom play a significant role in providing modern financial services in the country. The banks are intermediating between the surplus and deficit units. This an activity that is capable of enhancing the economic welfare of a country (Lingesiya, Logavathani, 2018). It is important to note that for commercial banks to operate profitably, they must have the right mix of capital structure because it plays a fundamental role in their public credibility, financial performance, and solvency position (Lingesiya & Logavathani, 2018: Pahlavan et, at’s 2015). This emphasises the significance of capital structure of firms. This significance awakened the interests of academics and practitioners in understanding the relationship between corporate performance and its capital structure (Pahlavan et, at. 2015). 
For instance, Gebremichael (2016) examined the influence of capital structure on profitability of commercial banks that were operating in Ethiopia and found a negative relationship between banks’ capital structures and their net income margin (NIM). So also, Marandu and Sibindi (2016) study of South African banks found a strong relationship between banks capital structure and return on assets. However, prior to the two noted studies, Aymen (2013) study on Tunisia banks also found that the capital structure of the country’s banks has influence on their returns on equity and NIM.
In furtherance to the discussion, Abor (2005) looked at the effect of capital structure on corporate profitability of listed firms in Ghana using some measures such as firms’ short-term debt, long-term debt, and total debt ratios. The results indicated a significant positive relationship between short-term debt and profitability and a negative relationship between long-term debt and profitability. So also, Yegon et al’s (2014) carried out a study, which looked at the capital structure and profitability of banking industry in Kenya and found a relationship between short-term debt and firms’ profitability. 
On this note, it is rational to carry out a study in the UK to know whether there is a relationship between the UK banks’ capital structure and their performance. Hence, this study examines capital structure pattern of the Lloyds banking group and its impact on their performance. 
[bookmark: _Toc104758118][bookmark: _Toc105146519]What is capital structure?
[bookmark: _Toc104758119][bookmark: _Toc105146520]2.2 Capital structure definition 
[bookmark: _Hlk98355003]Gleason et al. (2000) defined capital structure as an interplay between debt and equity. In their contribution to the discourse, Cleyman et al’s (2012) explained that capital structure is the mix of debt and equity that a firm uses to finance its business. This implies that it is the composition of a firm’s capital structure that determines the extent to which its financial leverage can be used to maximise its value and minimise its weighted average cost of capital (WACC) (Cleyman et al. 2012). This explains why the mix of firms’ capital structure financing decisions is considered one of the essential elements of corporate finance because the decisions on the composition of firms’ capital structure are made to minimise the financing cost to maximise firms’ value and shareholders wealth. In emphasising the significance of capital structure, Ajanthan (2013), contends that capital structure should not only be viewed in the context of profit maximisation strategy but as a business strategic decision that goes as far as enhancing firms’ ability to operate successfully in a competitive environment. Although, in earlier discussion, Berger and Bonaccorsi (2006) emphasised the necessity of using profitability as an indicator for measuring a corporate performance, in further study, Ajanthan (2013) suggests that corporate performance can be measured using variables such as growth, profitability, and productivity. 
On this note, Cleyman et al. (2012) assert that it is the significance of capital structure of firms’ financing strategy that have made the topic of interest in corporate finance discourse in attempting to answer a fundamental question – Does capital structure matter? 
It is the norm in the corporate world for a firm to take a decision to have debt and equity as the two main components of capital structure. Debts come with interest payment over time while equity attracts dividends (Yhlas, 2013). When contemplating capital structure, there are two options that a firm could consider - whether to attain wealth maximisation or pursue the best optimal capital structure. Other factors to consider are minimisation of risk, control, flexibility, profitability, and solvency (ICWAI, 2008, p.59). 
The major distinction between capital structure theories is on tax and non-tax, a further distinction of capital structure theory is of the criterion of the state within which the structure is analysed. There are two criterions, static and dynamic. Static theory assumes that the firm has knowledge of the sum of capital necessary to finance its operations/activities and the optimal capital structure is identified within it. Dynamic theory on the other hand assumes the quantity of capital changes as each firm is unique furthermore the order in which capital should be obtained can be different (Kruk, 2021). The changes in capital structure, of its increase is generally related to investment decisions (Ibid).
In the course of reviewing literature on capital structure, there is sufficient evidence to suggest that, over the years, there have been debates amongst academics and practitioners on the relevance and irrelevance of capital structure to value of a firm. These arguments have led to emergence of theories and models that focus on how best to optimise capital structure (Solomon, 1963). It is important to note that all of the existing theories and models of capital structure are based on the following assumptions: 
· There are two sources of funds that firms use – equity & debt.
· There is no change in investment decisions of the firm, i.e., no change in total assets.
· Dividend payout ratio is 100%, i.e., no retained earnings.
· No corporate or personal taxation.
· Investors expect future profitability of the firm.
· Economy is stable in the long run.
· Borrowing rates are same for corporate and individuals.
· All investors have the same information. 
· There are no transaction, agency or bankruptcy costs.
· There is no arbitrage opportunity
(Yhlas, 2013).  
[bookmark: _Toc104758120][bookmark: _Toc105146521]2.3 Theories of Capital Structure
[bookmark: _Toc104758121]2.3.1 The Net Income Theory (NI)
Net Income theory hypothesis is there is a strong correlation between capital structure of a firm and its market value (Durand, 1959), Kruk (2021) also conclude capital structure of a firm does affect the value of the firm. This theory assumes debt comes at a lower cost than equity therefore as the debt increases, the weighted average cost of capital (WACC) reduces, and the value of the firm is maximized. In other words, theory of net income approach implies raising the value of the firm by decreasing the overall cost of capital. Cost of equity (Ke) and cost of debt (Kd) are perpetual and overall cost of capital (Ko) will decrease.  Debts are encouraged to increase the value of the firm (Durand, 1959).




Figure 1: Net Income Theory. Ke, Kd and Ko in degree of Leverage. 
                 [image: Diagram
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[bookmark: _Hlk99740892]Source: The Institute of Cost and Works Accountants of India (ICWAI, 2008, p.59).
[bookmark: _Hlk101441466]In contribution to earlier discussion on the assumptions of capital structure theories Yhlas, (2013), argued that the Net Income theory approach is based on a perfect market with non-tax existence and that borrowing rates are same for corporate and individuals. The theories also assumed that firms use generally two sources of financing, equity and debt.  These assumptions do not hold.
[bookmark: _Toc104758122]2.3.2 Net Operating Income (NOI) Approach

[bookmark: _Hlk99950540]Durand (1952) indicates in NOI approach the value of the firm is not affected by the composition or the structure of its financing. This approach totally differs from the previous theory, the Net Income Theory (Durand, 1959). As illustrated in the below diagram, investors expect a higher risk premium as the debt increases. This increases the cost of equity (Ke). The cost of debt capital (Kd) and the weighted average cost of capital (Ko) does not change, the cost of capital is constant. Changes in the debt level can cause adequate changes in the cost of equity. Durand further indicated that the condition exists only when a firm has a reasonable amount of debt. Excessive debt can increase the risk of bankruptcy and reduce the value of firms, as a result the investors will want to pay less for stocks and bonds of the firm (Durand, 1959). 
[image: A picture containing chart

Description automatically generated]    
[bookmark: _Hlk99953904][bookmark: _Hlk99904819][bookmark: _Hlk99904771]Source: The Institute of Cost and Works Accountants of India (ICWAI, 2008, p.70).
It is assumed the firm’s benefit of low-cost debt in capital structure is counteracted by the simultaneous increase in the required rates of return by the equity shareholders. As discussed earlier (Yhlas, 2013) on the assumptions of capital structure theories, net operating income theory has similar assumptions as of net income theory, as both theories were one of the earliest approaches put forth of capital structure. Net operating income theory approach is based on a perfect market with non-tax existence, and borrowing rates are same for corporate and individuals.
[bookmark: _Toc104758123]2.3.4 Traditional Approach/ Compromise Theory 

Durand (1952) discovered the appropriate valuation method was the income method that is based on discounting. A business will always want to take advantage of the discounted value of the future income and estimating the cost of capital is related to aspect measuring the value of the firm. Therefore, Durand focused on operating income, net profit and compromise approaches. Hence, this is termed, the Traditional Approach. This approach pays importance to the relationship between capital structure, cost of capital and firm’s value (Kruk, 2021).
Traditional Approach is a combination of Net Operating Income theory and Net Income theory to some degree. It is assumed that owners of firms will accept debt to a certain level and do not expect additional risk premium Hence the weighted average cost of capital will decrease, and the firms market value will increase however only if the debt level does not reach as acceptable limit as the firm grows. In the condition the level of debt and equity exceed acceptable level, both the equity and debt holder will expect additional higher risk premium. Therefore, the weighted average cost of capital will increase, and this is expected to impact on the market value of the firm (Durand, 1952).
The theory assumes that the value of the firm increases with the increase of debt up to a certain point. Furthermore, it assumes the cost of debt (Kd) is expected to be less than cost of equity (Ke) (ICWAI, 2008, p.70).
[image: Diagram, engineering drawing
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Traditional belief there is a relationship between leverage, cost of capital and the value of the firm.
[bookmark: _Hlk99951932]Source: The Institute of Cost and Works Accountants of India (ICWAI, 2008, p.71).
[bookmark: _Toc104758124]2.3.5 MM Approach to Cost of Capital and Leverage 

[bookmark: _Hlk99999667]Modigliani and Miller (MM) original approach to capital structure and leverage (1958) is consistent and identical with the Net Operating Income Approach by Durand (1952). As with NOI there is no tax, M &M likewise argue in the non-appearance of taxes the cost of capital and the value of the firm are not affected by composition of capital structure and therefore the capital structure decision is irrelevant, and the value of the firm is independent to combination of debt and equity. There are two basic propositions by M & M; the value of the firm and the overall cost of capital (Ko) are independent of the capital structure and the market value of the firm is assumed by capitalising the expected net operating income with the risk class appropriate rate (ICWAI, 2008, p.71). The second proposition with more debt content in the capital structure the financial risk also increases, this results in cost of equity (Ke) increase to offset exactly the low-cost advantage of debt therefore the total cost of capital remains the same (Ibid).
M & M approach assumption is there is a perfect capital market, where firms are categorized into equal risk class and all the same risk class will have the same level of financial risk. It further assumes all investors have the same expectation regarding firm’s net operating income (EBIT) and there is no retained earning which indicate dividend pay-out ratio is 100% with no corporate taxes (ICWAI, 2008, p.72).  
Proposition 1. The average cost of capital is constant as illustrated in the figure below.
[image: A picture containing box and whisker chart
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[bookmark: _Hlk100043923]Source: The Institute of Cost and Works Accountants of India (ICWAI, 2008, p.63).
[bookmark: _Hlk100042483]M & M philosophy for proposition 1 is two identical firms except their capital structure will not have varied market value or different cost of capital. If any firms do have different market value, then the arbitrage process takes place and equilibrium in market value is restored. When identical firms in all respect have different market value, the investors shift from one firm to another to take advantage of it by selling their security with high market price and buying the low market price securities, this process is called arbitrage process. With this process the higher valued market price of securities will lower, and the lower market price securities will rise, this will continue until the equilibrium is established in the market values. Therefore M &M conclude firms identical in nature will not have different market value (ICWAI, 2008, p.63). M & M further state leverage has no advantage or disadvantage as arbitrage process can work reverse order. When a firm has no debt capital (unlevered) with higher market value than the firm with debt capital (levered), arbitrage process works in reverse order. Investors will make effort to switch to debt capital (levered) firm from no debt capital firm (unlevered) then equilibrium is created. This proves the proposition 1 where value of the firm is not affected by the composition of debt and equity.
M & M proposition 2 claim the raise in leverage will not increase the overall cost of capital (Ko) as the low-cost advantage of debt capital will offset the increase in the cost of equity anticipated to the enhanced risk to equity shareholders (ICWAI, 2008, p.64). An excessive use of leverage in capital structure will increase the risk to the debt holders therefore an increase in cost of debt (Kd) however the cause will not be the rise in cost of capital (Ko) (Ibid). M & M argue in such case cost of equity (Ke) can increase at a decreasing rate and in some cases even decline. With the increased leverage the increased risk will be shared and therefore the Ko remain constant as illustrated in the below figure:
          [image: Box and whisker chart
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Cost of Capital 
Source: The Institute of Cost and Works Accountants of India (ICWAI, 2008, p.64).
M &M Hypothesis is based on the operational and behavioural foundation of the arbitrage process which brings about the desired equilibrium. However, the desired equilibrium cannot be obtained for many limitations as stated below (Ibid).
· Interest rates are not same for firms and individuals.
· Home – Made leverage is not an ultimate substitute for corporate leverage. When individuals borrow personally the liability can extend to individuals’ personal property but if the firm borrows the risk is limited to the shareholder of that firm. Therefore, home-made leverage for corporate leverage is not valid.
· There are no transaction costs are not valid as there is cost involved in selling and buying securities.
· Institutional investors are not permitted to practice home-made leverage therefore arbitrage working is restricted.
· M &M hypothesis’s major limitation is the non-existence of corporate taxes. Interest charges are tax deductible therefore the levered firm will have the advantage of lower cost of debt due to tax deduction (Ibid). 
Modigliani and Miller later changed their hypothesis to incorporate taxes. Their conclusion was, with the use of debt the cost of capital will decrease due to tax deductibility of interest charges and the value of the firm will increase. M & M argue by maximising debt component in the capital structure the optimum capital structure can be accomplished (Ibid).    
[bookmark: _Toc104758125]2.3.5.1 Trade off Theory 

As stated earlier Modigliani and Miller developed their approach to cost of capital and leverage to include taxes and pioneered the Trade-off Theory (1963) where interest payment on the debt, shield profits being taxed (NG and Bundala, 2012) Enjolras et al (2021) argue in trade off theory the objective of managers and owners is to optimise the liability of the firm and maximize firm value. The tax shield on interest is balanced with indirect and direct cost of debt and risk associated (Ibid).
In Trade Off Theory size of the firm is found to be positively related with the leverage (Cevheroglu-Acar, 2018). Reported by Warner (1977) and Altman (1984) in Cevheroglu-Acar (2018) size of the firm is one of the main components of determining factor of the capital structure as larger firms have lower bankruptcy cost therefore corresponding to Trade Off Theory these large firms may issue more debt.    
[bookmark: _Toc104758126]2.3.5.2 Packing Order Theory 

[bookmark: _Hlk100049038][bookmark: _Hlk100049485]This theory suggests there is a negative relationship between profitability and debt and is an alternative to the Trade-off Theory. In Packing Order Theory, it is assumed firms use internal financing first then move to debt and lastly resort to issue of new equity if necessary (Cevheroglu-Acar, 2018). Distinct from Trade off Theory there is no optimal debt ratio rather Pecking Order Theory suggest that capital structure of firm depend on the financing requirements of the firm (Rahman, 2019).  
For instance, in their work, Modigliani and Miller (1958) argue that the composition of a firm’s capital structure is irrelevant to its value.
Modigliani and Miller (1958) argument were based on the assumptions that capital markets are perfect, and that firms nor investors pay taxes or transactions costs and that investors can borrow and lend at the same rate that corporations can and no information asymmetric.
Consistent with this argument, Athenia (2016) explains that the value of a firm is not influenced through the manipulation of its financing decisions but derived through productivity and the quality of the assets invested in (Ajanthan, 2013). One of the flaws of the MM argument is that in the real world, frictionless markets do not exist. Realistically, in our modern-day market financial environments, firms must pay corporate tax, interest on borrowed amount and there is the risk of bankruptcy. This, therefore, suggests that the capital structure choices of firms might influence their values (Athenia, 2016). 
Regardless of the composition of a firm’s capital structure, banks liquidity is of a paramount importance to regulators and other stakeholders. Because of the significance of banks liquidity, there are frameworks which have been formulate for measuring their soundness
[bookmark: _Toc104758127][bookmark: _Toc105146522]2.4 The Methods of Assessing Banks Financial Performance

Financial institutions such as banks are subject to numerous rules, regulations, and requirement for authorisation to conduct banking and financial services as business. These apply on day-to-day business operation, registration and reporting requirements, restrictions on certain activities of the bank and further impact financial returns such as capital, leverage, and liquidity requirement, and many more (Barclays Bank, 2021).
[bookmark: _Hlk101906298]The routine daily regulation and supervision of financial institution are divided between the Prudential Regulation Authority (PRA) which is a division of the Bank of England and the Financial Conduct Authority (FCA). Bank of England through the Financial Policy Committee (FPC) has influence on the prudential requirements that may be imposed on the banking system through its powers to recommend and direct (Barclays Bank, 2021).
Weather it relates to capital, leverage and liquidity, resolvability and resolution or matter of conduct both the PRA and FCA apply standards and requirements established by the global or EU standards. Basel III standards were implemented in EU law, although UK withdrew from the European Union, the UK regulatory framework standards were retained through a series of onshoring instruments as part of withdrawal plan (Barclays Bank, 2021).
[bookmark: _Toc104758128][bookmark: _Toc105146523]2.4.1 CAMALS Framework

There are five components to bank safety and soundness: Asset quality; Management quality; Earning ability; Liquidity and Capital adequacy; (CAMEL) (Salami et al, 2021). CAMEL rating system is a modern technique used for financial performance analysis. By using this framework supervisory authorities can identify the banks that may needed additional capital or alternative arrangements to continue their operations. This is popular approach for rating banking system (Salami et al, 2021).
[bookmark: _Hlk100696077]Detzer (2015) argues there has been long tradition in the banking regulations about Capital requirements. Abdulkarim et al (2014) assert the insufficient equity capital are partly to blame for the Global Financial crisis and further acknowledge capital requirements was geared towards enabling banks to be prudent in maintaining adequate reserves as a defence to protect themselves from any losses that can ensue with their operating activities and to protect their depositors. Capital Adequacy Ratio (CAR) are the requirement by the Basel Accord of the capital (Tier 1 and Tier 2) to risk-weighted assets for total capital ratio (Salami et al, 2021).
Asset Quality of the bank is another component in CAMAL framework, which can affect the operating and financial performance of the bank and can hinder the soundness of the national financial system. Banks that hold lower ranking assets are more vulnerable to loses and therefore there is an increase in the risk of failure (Chisti, 2012). 
[bookmark: _Hlk100700378]Management Quality is the implication of the ability and skill of the bank management in its performance and success. This component focuses on obedience to the set guidelines, leadership, and administrative capability of the bank and further assess its ability to plan and respond to shifting environment (Salami et al, 2021). Although it is difficult to identify the indicators of management quality, cost to income ratio (CIR) also known as ratio of expenses to revenue has been used, Abdulrahim (2013) indicate asset turnover ratio, ratio of revenue to total asset (RTA) can also be used.
Earning Capacity main indicators include net income to total asset (ROA) and net income to shareholders equity (ROE), further indicators include net interest income to earning asset, and income interest income to total income. Higher level of profitability will enable banks to improve their capital and reduce the likelihood of distress (Mayes and Stremmel, 2014). Without consistent earnings, a bank is liable to make losses and impede sustainable growth (Ibid).   
Liquidity assets are assets that can be easily converted to cash at any time without incurring significant loses (Sangmi and nazir, 2010). How liquid the bank can be identified by the bank’s ability to meet and repay its long term and short-term obligations and unexpected withdrawals. When financial assets are not available to the owners at short notice then there is liquidity problem in the bank (Sangmi and nazir, 2010). Liquid asset to total asset (LTA) and liquid asset to deposit (LTD) are considered the most important measurement for liquidity (Ibid). 
[bookmark: _Hlk101442797]CAMEL framework was revised to add another component to accommodate for the market sensitivity. The model was renamed to CAMELS including the ‘S’ to represent sensitivity to market risk (Salami et al, 2021). Banks activities can be impacted by the shifts and fluctuation in the financial markets, Mayes and Stremmel (2014) emphasize banks are vulnerable to market volatility if they have highly volatile assets or relying heavily on market refinancing. To assess the sensitivity to market risk variation in interest rate, foreign exchange rates and equity price can be used (Salami et al, 2021).  
[bookmark: _Toc104758129]2.4.2 Basel Accord 

Basel Accord is the international standard for bank regulation. It was established in 1988 and has been an evolutionary process since then (Hull, 2015). The Basel Committee on Banking Supervision (BCBS) was first composed of central bank governors of the G10 countries and Luxembourg, BCBS further incorporated new members including 28 jurisdictions (Min, 2019).
New banking regulations over time have modified the previous regulations however many of the approach previously used has been preserved. These banking regulations were introduced to ensure banks keep enough capital aside for risks it takes however it is impossible to eradicate all the risk banks can face or eliminate bank failing and therefore the governments endeavours to minimize the probability of default for any given bank (Hull, 2015). These banking regulations are introduced by government to establish a balanced economic environment for private individuals and businesses to have confidence in the banking system (Ibid). 
[bookmark: _Hlk100663981]Over the years banking supervision has bought about many changes starting with Basel I (1988), then Basel II (2004), Basel 2.5 and finally Basel III (2016) after the financial crisis of 2007-2008 with further postcrisis regulation and relevant institutional changes both inside and outside the Basel Committee (Ortino, 2019). National financial systems are dominated by capital markets or banks and because of their structural importance, states must shape policies to protect their financial systems (Mitchell, 2022). BCBS has been promoting a harmonized global standard for banking regulations to strengthen the banking system and further remove systemic risk. They have developed three banking regulatory frameworks (Basel I, Basel II and Basel III) which has been adopted by countries worldwide ranging from well developed economies to countries with less sophisticated financial systems (Min, 2019). Adoption of the Basel Accord by countries is primarily to avoid any chain reaction which can be triggered with one bank’s failure and any negative externalities, as global banking system is integrated (Ibid).
Basel accord require banks to keep minimum capital equal to 8% of the risk weighted assets of which has two components: Tier 1 Capital and Tier 2 Capital. However, some countries banking supervision require banks to hold more capital than the minimum requirement by the Basel committee and some banks themselves will have a target of their own for reserve capital which in most cases is higher than the requirement by their supervisors (Hull, 2015).
[bookmark: _Hlk101433400]However, literature reviewed indicates that banks are struggling to meet the new capital requirement under Basel III accords according to the rules proposed by the Federal Reserve in the US, it further indicates 19 largest US banks are at least $50bn short of meeting the requirements (Nasiripour and Braithwaite, 2012). Official at Federal Reserve claim most banks should be able to reach the new levels, by the 2019 deadline for fully compliance, by retaining earnings during the next few years instead of raising capital in the market (Nasiripour and Braithwaite, 2012).     
[bookmark: _Hlk104710689]In addition to Basel III standard and its requirements, Global systemically important banks (G-SIBs) are subject to several additional prudential requirements. These requirements include banks to hold additional loss-absorbing capacity and additional capital buffers above the required level by Basel III standards (Lloyds Banking Group, 2021). The Financial Stability Board (FSB) sets the level of the G-SIB buffer according to a bank’s systemic importance and can range from 1% to 3,5 of risk-weighted assets (RWAs), in addition G-SIB buffer must be met with CET1 (common equity tier 1) (Barclays, 2021).
[bookmark: _Toc105146524][bookmark: _Toc104758130]CHAPTER 3: RESEARCH METHODOLOGY AND DESIGN 
[bookmark: _Toc104758131][bookmark: _Toc105146525][bookmark: _Hlk102038919]3.1	 Introduction
The three main reasons why it is important to be clear about the ethical dimensions of any research: navigating sensitive topics, ensuring professional conduct, and improving research outcomes. The first reason for considering ethics is that the research can be on sensitive topic and sensitive can be defined or viewed differently by different parties. Understanding these different perspectives are important in ethical choices. Secondly, research ethics go beyond the present moment and beyond the individual and sometimes you will join professional body who will have code of conducts which you as a researcher is expected to abide by the standards set. And finally, when ethical consideration is taken it will improve the quality of the outcome of the research (O’Gorman, 2015).
[bookmark: _Toc104758132][bookmark: _Toc105146526]3.2 	Research Methods 

Research design or the method is how you plan to answer the research question and without clearly defining the research question which contain clear objective it will be impossible to design an effect research design for a satisfactory result. Research design will contain clear objectives, specify the source from the data will be collected, how you propose to collect it and analyse these. Ethical issues will need to be discussed and the constraints you will encounter (Saunders, 2019).  
There are three methodological choices for research design; quantitative, qualitative or mix methods. The difference between quantitative and qualitative research is numeric and non-numeric data. In other words, any data collection technique or data analysis procedure which generates or uses numerical data is identified as qualitative research. In contrast any data collection technique or data analysis procedure such as interview or categorising data that generates or uses non-numerical data is referred to as qualitative research (Saunders, 2019). Then there is the mix method, in reality many businesses are likely to use the mix method where they combine quantitative and qualitative elements. There are number of reasons the research is carried out this way. For example, research design using questionnaire can have tick box but for some questions they may require the participant to answer some open questions in their own words, or further down the research it may be necessary to conduct follow-up interview to seek explanation from finding of the questionnaire (Saunders, 2019).
[bookmark: _Toc104758133][bookmark: _Hlk101105768]3.2.1	Quantitative Research Design

[bookmark: _Hlk101515163][bookmark: _Hlk101309649]The philosophical assumption on quantitative research designs is commonly associated with positivism especially when using predetermined and highly structured data collection techniques. Quantitative research design is regularly seen as a philosophical exaggeration to suggest there is an exclusive link between positivism, deduction and quantitative research. Instead, merit should be drawn between data about the attributes of people, organisation and data based on opinion (Yazan, 2015). As a result, some survey research, although conducted quantitatively, can be seen to fit partly within an interpretivism philosophy. Generally quantitative research is associated with a deductive approach, where data is collected and analysed to test a theory. Inductive approach can also be incorporated where data is used to develop theory. Quantitative research analyses the relationship between variables and are analysed using a range of graphical and statistical techniques (Saunders, 2019). As data is collected in a standardised manner it is important to ensure the questions are clearly expressed so that all participants understand the question in the same manner. In this methodology probability sampling techniques are generally used to ensure generalisability. Furthermore, researcher is seen as independent from those being researched. A single data collection technique can be used for example questionnaire and use corresponding quantitative analytical procedure, this is called memo method quantitative study. Collecting quantitative data using both questionnaire and structured observation and analysing these data statistically are known as a multi-method quantitative study. Multiple method is a branch of multi-method research that uses more than quantitative or qualitative method however does not mix them. In brief quantitative research can be conducted using questionnaire, structured interview, or structured observation (Saunders, 2019).  
In contribution to Saunders discussion (2019), Bryman (2006) has advocated numerous methods for business and management research as it is likely to overcome weaknesses associated with using only single or memo method and further provide scope for a richer approach to data collection, analysis as well as the interpretation.   
[bookmark: _Toc104758134]3.2.2	Qualitative Research Design

[bookmark: _Hlk101130081]The philosophical assumption of qualitative research is often associated with interpretative; this is due to its nature of researchers having to make sense of the subjective and socially constructive meanings expressed. Meanings are derived from images and from words not numbers in qualitative research. This research method is sometimes referred to as naturalistic, this is because the researcher is expected to operate in a natural setting, in research context, establish trust and have access to meaning and in-depth understanding (Saunders, 2019). According to Saunders (2019) there are variations of qualitative research that initiate with an inductive approach to theory development or to develop a stronger theoretical perspective than already exists. However according to Yin (2018) several qualitative research approaches start with a deductive approach where existing theory are tested using qualitative procedures. Many of the qualitative research also use an abductive approach to theory development in which case inductive conclusion are developed and deductive ones are tested repetitively throughout the research. In Qualitative research variety of data collection techniques and analytical procedures are used to develop conceptual framework and add to theoretical contribution. For a qualitative researcher to succeed it is not sufficient in gaining physical access to those who take part, the participants, but also rapport needs to be built and demonstration to sensitivity to gain cognitive access to their data must be displayed. Therefore, those who have consented in taking part in qualitative research are not seen as respondents rather they are seen as participants in the collection of data. Images and words may have multiple meanings as well as having imprecise meaning therefore it is often necessary to clarify these with the participants. Methods used in research can be of unstructured or semi structured where questions, procedures and focus may alter or appear during the research process to be more naturalistic and interactive. Data collected are non-standardised and in general require it to be classified into categories for analysis. A qualitative research design with single data collection technique for example semi-structured interview is known as a mono method qualitative study. A qualitative research design can also use more than one qualitative data collection techniques which is known as a multi-method qualitative study (Saunders, 2019).       
[bookmark: _Toc104758135]3.2.3	Mixed Methods Research Design

The integration of qualitative and quantitative data collection techniques and analytical processes in the same research project is known as mixed methods research, it is also the branch of multiple method research. According to Molina-Azorin et al (2017) it is on philosophical assumptions that guide the collection, analysis of data, the mixing of qualitative and quantitative collection techniques and the analysis procedures. There are two philosophical opinions associated with mixed methods design: pragmatism and critical realism. Pragmatists affirm there are many interpretations of the world and that different methods are often appropriate within one research study. However, this does mean pragmatists always will use mixed methods rather pragmatists choose methods which will enable relevant, reliable, and credible data to be collected to address the research question/problem. Pragmatists value both quantitative and qualitative research as well as mixed methods therefore their choice will be dependent on the particular nature of the research. Like pragmatism, critical realism also has propositions for research design supporting the use of mix methods research. To accommodate ontology and subjectivist epistemology, researchers may initially use qualitative research methods to explore insight, this can be followed by quantitative analysis of published date or other documentary source to conduct a conceptualised analysis for the purpose of understanding the relationship between socially constructive awareness and possibility of fundamental casual structures, forces, and processes (Saunders, 2019).   

[bookmark: _Toc104758136][bookmark: _Toc105146527]3.3 	Justification for use of research method
 
The research method will be quantitative research. To answer the proposed research question secondary numeric data needs to be collected which fits the description of quantitative research methodology. Data for the research will be collected from secondary sources such as publicly available documents relating to banking operations in the UK, academic journals, textbooks, library archives and from firms annual report. The quantitative research will adopt deductive approach by developing hypothesis that is based on pre-exiting theory. Data collected will be used to analyse relationship between variables and will be analysed using a range of graphical and statistical techniques (Saunders, 2019).
[bookmark: _Toc104758137][bookmark: _Toc105146528]3.4	Case Study as strategy 

Case study research method are commonly used in psychology, sociology, political science, social work, anthropology business, education, health and in community planning. It is used in economics to investigate the structure of given industry, economy of a city or region. In all these situations the need for case studies arises for the shire desire to understand a complex social phenomenon (Yin, 2009).
[bookmark: _Hlk101295411]Case study can be used as research method however there are other methods that include doing research and are not limited to experiments, servery’s, histories, and economic and epidemiologic research (Yin, 2019). Each methods have its own advantages and limitation but mainly dependent on three conditions: the control a researcher has on over the behavioural events, the focus on current rather than historical experiences and of course the type of research question. Yin (2009) further explains case studies is the must preferred method when the research question poses “how” or “why”, when researcher has less control over the events and when the focus is on a modern phenomenon within real life context. These conditions distinguish from other type of research although to some extent all methods overlap. In case study, researchers are required to cope with distinctive situation due to the richness of the phenomenon and the real-life context which can include unpredictable interest than data points. The tactic would be to use multiple sources of evidence for data. This challenge of data collection makes case study research hard although typically it has been considered a soft form of research (Yin, 2009). 
[bookmark: _Hlk101306334]Case study, a qualitative research methodology that is frequently used still does not have appropriate status as social science research strategy due to the lack of well-defined and well-structured protocol (Yin, 2002). Merriam (1998) further adds emergent researchers who plan to utilize case study are disorientated as to what a case study is and how to differentiate from type of qualitative research. The three foundational methodologists (Yin, Stake, Merriam) in case study research have identified six categorical dimensions on which they mostly converge upon through their text on case study method: Epistemological, Commitments, defining case and the case study, designing the case study, gathering data, analysing, and validating data (Yazan, 2015). Yin definition of case study is modern phenomenon within its real-life context furthermore when the boundaries between a context and phenomenon are not clear and researchers have limited control. Stake explanation of case study is researchers should view case as bounded system and should investigate into it as an object and not as a process. Similarly presented by Merriam’s definition of case as bounded system, she further views case as a thing, a single entity, and a unit where there are boundaries. Merriam states if the researcher is able to specify the phenomenon of the interest and drew its boundaries or illustrate what they are inquiring they can name it a case (Yazan, 2015).
I chose to do a case study research method as my dissertation questions seeks to explain present circumstance and further explain the complex phenomenon of growth and capital structure. This is one of the strengths of a case study method (Yin, 2019).  Another important reason for choosing to do case study research is to avoid any bias that can enter the research as with case study research all evidence must be reported fairly by the researcher (Yin, 2019). Bias can enter conduct of experiments and in the use of other methods such as surveys where questionnaire is designed or when conducting historical research (Yin, 2009). 
The proposed question for the dissertation is an empirical inquiry of a particular firm therefore meets the criterion of a case study research (Merriam in Yazan, 2015).  
[bookmark: _Toc104758138][bookmark: _Toc105146529]3.5	Limitations of the case study 

The inadequacy of the case study is that I am only focusing on a particular firm and therefore cannot generalise it. Further constraint to the case study is that most of the data will be gathered from firm’s annual report and although the stoke exchange may have some data it will be very limited and therefore validating the data can have some limitations. As mentioned earlier on the introduction chapter the capital structure for a financial institution in this case a bank defers from the capital structure of a manufacturing sector or a service sector therefore it will be challenging to find the components of debt in a bank other than the deposits from customers. 
[bookmark: _Toc104758139][bookmark: _Toc105146530]3.6	Ethical Considerations

According to Bell (2005) research is learnt through carrying out the research, he further emphases on the fact that great deal of time and effort can be wasted by inadequate preparation. Potter (2006) approaches it on another angle, stating researchers underestimate the ethical issues that can arise when embarking on a research project. While ethical conduct discussed is that of UK and Europe, the emergent principle of sound ethical conduct in research worldwide has significant variation across continents, even the ethical principles are regulated and enforced differently. Furthermore, in last few years there has been a noticeable massive growth in concern about research ethics and in the regulations. Phrase such as “a reasonable person knows what’s ethical and what’s not” can still be encountered suggesting individual researchers can be left to behave in an ethically sound way. Truth of the matter is the assurance of ethical conduct of research is complex and therefore needs a supporting infrastructure (Potter, 2006). 
The focus of the study is to investigate the capital structure of a specific UK bank therefore it is imperative to seek for research ethics approval of the University of Wales Trinity Saint David’s prior to investigating the chosen bank’s operations. In addition, since the research will not involve the collection of primary data or direct contact with the bank, it is not deemed necessary to seek for participants’ informed consent (Bell and Waters, 2014). To maintain the UWTSD research ethical standard, it is important that we maintain confidentiality of the secondary data collected to ensure that the participating bank’s information is not compromised (Sapsford and Abbott, 1996) and further ensure data collected will not be used for any other purpose other than this research project.
[bookmark: _Toc104758140][bookmark: _Toc105146531]3.7	Participants 

Participants is referred to people who assist as a data source for the research, previously human participants were referred to as guinea pigs. The term Participants are promoted to give human their dignity and respect for their time and effort (Potter, 2006). There is no participant involved or any face-to-face interaction between the researchers or the bank as the data needed for the research will be collected using their financial report. 
[bookmark: _Toc104758141][bookmark: _Toc105146532]3.8	Data Collection Process  

The three foundational methodologists, Yin, Merriam and Stake argue that it is compulsory upon case study researchers to gather their data from multiple sources to capture the case in its true essence and complexity (Yazan, 2015). The data for the case study will be collected from the firm’s financial report and for validating reasons and to meet the criteria set by the three methodologists, data collected will be checked for validity through multiple platforms. For example, the firm is public listed company therefore the data will be available on stock exchange as well as company annual report.  



[bookmark: _Toc104758142][bookmark: _Toc105146533]3.9	Commencement of date collection 

Data collection will commence on the last week of April however before commencing with data collection a excel spreadsheet will be drafted comprising of all the required field of data that needs to be collected.
[bookmark: _Toc104758143][bookmark: _Toc105146534]3.10	Method of data analysis. 

To analyse the data set, excel spreadsheet will be used, within the spreadsheet there are analytical tools that will be made use of such as, Bar chart and pie charts.

[bookmark: _Toc105146535]CHAPTER 4 - FINDINGS
[bookmark: _Toc104758144][bookmark: _Toc105146536]4.1 Banks Debt/ Liability 
At the micro level the bank has its debt/equity which consists of deposits from banks and customer deposits 

[bookmark: _Toc104758145][bookmark: _Toc105146537] 4.2 Deposit from banks 

The line graph below indicates deposits from banks have significantly decreased from year 2017 to 2021 by 75 percent. There was a slight increase from year 2017 to 2018 but then there was a gradual decline to 2019. From year 2019 to 2020 there was a slight increase which was higher than 2017 however from 2020 to 2021 there was a significant decrease. 


[bookmark: _Toc104758146][bookmark: _Toc105146538][bookmark: _Hlk104704885]4.5 Customer deposits

The line graph below indicates bank’s customer deposits have gradually increased but not significantly from year 2017 to 2019. From year 2017 to 2019 there was very little change however from year 2019 to 2021 the increase is more significant.  From 2017 to 2021 there was 13 percent increase in customer deposits. 




[bookmark: _Toc104758147][bookmark: _Toc105146539][bookmark: _Hlk104706065]4.6 Total Debt

The pie chart below shows the total deposit from banks and customers deposit from year 2017 to 2021. It demonstrates the customer deposit was the largest portion compared to the deposits from banks.


[bookmark: _Toc104758148][bookmark: _Toc105146540] 4.7 Banks Equity 

At the macro level of the bank has its Share Capital, Share Premium account, Banks Other Reserves, Banks Retained Profits and Banks Total Equity.  
[bookmark: _Hlk102293372][bookmark: _Toc104758149][bookmark: _Toc105146541][bookmark: _Hlk104707564]4.8 Share Capital

The bar graph below illustrates there has been very little decrease in banks share capital from year 2017 to 2021.

 
[bookmark: _Toc104758150][bookmark: _Toc105146542][bookmark: _Hlk102293405][bookmark: _Hlk104707903]4.9 Share Premium account 

The bar graph below indicates there has been a gradual and steady increase in share premium account from 2017 to 2020 however from 2020 to 2021 there is a more noticeable increase of 5 percent.




[bookmark: _Toc104758151][bookmark: _Toc105146543][bookmark: _Hlk102293453]4.10 Banks Other Reserves  

The bar graph below illustrates banks other reserves over year 2017 to year 2020 has been between 12m and just under 14m however in year 2021 there has been a significant drop to just over 11m. 



[bookmark: _Hlk102293474][bookmark: _Toc104758152][bookmark: _Toc105146544]4.11 Banks Retained Profits

According to the line graph below the bank has more than doubled their retained profits from year 2017 to year 2021. However, there was significant movements in between, from year 2017 to 2018 there was a gradual increase then from 2018 to 2019 a gradual decrease can be seen. From year 2019 to 2020 again a gradual increase then from year 2020 to 2021 a sharp increase can be seen.  



[bookmark: _Toc104758153][bookmark: _Toc105146545][bookmark: _Hlk102293509][bookmark: _Hlk104708969]4.12 Banks Total Equity 
 
The below graph demonstrates the banks total equity had a slight increase from year 2017 to 2018 however from year 2018 to 2019 there was a sharp decrease then over the next three years leading to 2021 there has been a gradual consistent increase. From year 2017 to year 2021 the increase in equity was up by 8 percent.


[bookmark: _Toc104758154][bookmark: _Toc105146546]4.13 Risk Weighted Assets (RWA)

The line graph below indicates the bank has been decreasing its risk weighted assets over the years, although only by 7 percent from year 2017 to 2021, it doesn’t seem like a significant amount however because it’s in billions it is a huge amount. A gradual decrease can be seen from year 2017 to 2019 then a very little change from year 2019 to 2020 and a significant drop from year 2020 to 2021.


[bookmark: _Toc104758155]
[bookmark: _Toc105146547]4.14 Statutory Profit after Tax

As illustrated on the line graph below the banks statutory profit after tax had a gradual increase from year 2017 to 2018 then from year 2018 to 2020 there was a significant decline in statutory profit after tax.  From year 2017 to 2020 it had declines by more than 50 percent however, from year 2020 to 2021 there has been a significant increase of nearly 77 percent to statuary profit after tax.   




[bookmark: _Toc104758156][bookmark: _Toc105146548][bookmark: _Hlk104714516]4.15 Common Equity Tier 1 Ratio

The bar graph below shows that the common equity tier 1 ratio of the bank has been in the same region from year 2017 to 2018 however from year 2018 to 2019 there was a slight decrease in percentage then almost 3 percent increase from year 2019 to 2020 and then an increase of 0.1 percent increase from 2020 to 2021.   

 
[bookmark: _Toc104758157][bookmark: _Toc105146549]4.16 Total debt and equity.

The pie chart below present illustrates the debt and equity in the firm’s capital structure. The debt is significantly higher than the equity. The difference is more than 200 million. 

[bookmark: _Toc105146550]CHAPTER 5 – ANALYSIS AND DISCUSSION 
[bookmark: _Toc104758158][bookmark: _Toc105146551]5.1 Introduction 
As emphasised earlier on in the literature review chapter, academics and practitioners have over the years demonstrated the significance of capital structure in enhancing the achievements of bank’s profitability and growth objectives (Ajanthan, 2013). In addition, financial decisions are made to minimize the financing cost so as to maximize the value of the firm and its shareholders wealth. Capital structure is how a firm finances its investment activities. Although, there have been discussions on capital structure of other sectors, these discussions did not extend to the financial service sector. In contributing to the discourse, Sidduil and Shoaib (2011) investigate how profits are used as a measure of efficiency of bank. Their finding suggests that the size of banks plays a significant role in profit efficiency. Consistent with Sidduil & Shoaib’s (2011) study, Kayani et al, (2021) study reached similar conclusion. But the fundamental question that is yet to be answered is – does capital structure of a firm have influence on its growth? The literature review on the topic of enquiry suggests that there was not enough study carried out on it in the UK (Ding and Sickles, 2020). This research study is trying to identify if there is a correlation between firm’s growth and the composition of its capital structure. Furthermore, the study was to investigate if the firm had any volatility in their capital structure over the period of five years and if it has affected its growth especially during the covid-19. To answer the proposed academic enquiry on firm’s capital structure and its association with growth, a set of secondary data of covering specified periods was collected from the case study firm’s annual report. These data set included the bank’s debt consisting of deposits from banks and customer deposits, equity of the bank included share capital, share premium account, banks other reserves, banks retained profit, and banks total equity. Data on risk weighted assets, statutory profit after tax and common equity tier 1 ratio was also collected. The data is used in this chapter to identify any changes to the firm’s capital structure over five-year period. 
[bookmark: _Toc104758159][bookmark: _Toc105146552]5.2 	Debt/Liability
[bookmark: _Toc104758160]5.2.1 Figure 1. Deposit from banks - To what extent does the deposit from banks effect banks performance.

The data displayed in chapter 4.1.1: the deposit from banks dropped by 75% from year 2017 to 2021. Although from 2017 to 2018 there was a slight increase, from year 2018 to 2019, the deposit from bank decreased and was even lower than 2017. There was a further increase in 2020 than a sharp drop can be seen from 2020 to 2021. The changes may be due to macroeconomic and microenvironment in which the chosen bank operates. One of the noticeable reasons for changes can be attributed to the macroeconomic event - pandemic and the covid-19 and its impact around the world. All sectors were affected with significant loses while resources had to be prioritised and relocated. 
Another important reason to consider for the decline in deposits in banks is the changes in banking regulatory requirements. The new regulations compelled banks to hold more capital to reduce risks (Salami et al, 2021). These requirements made it mandatory for banks to hold additional loss-absorbing capacity and additional capital buffers above the Basel’s III required level of deposits (Lloyds Banking Group, 2021). Therefore, after meeting these requirements, there may not have been sufficient money left to deposit. 
The deposit from the banks was considered to be part of the firm’s debt. This declined between 2017 and 2021 with volatility, this can also be witness with the firms profit up to year 2020 then while there was a decline in deposits from banks, the profit from year 2020 to 2021 has seen a sharp increase. Although the deposits from banks have declined and there is less debt from this avenue, the profit of the firm has increased therefore this implies the decrease in deposits from other banks has not impacted the profit or the growth of the bank.
[bookmark: _Toc104758161]5.2.2 Figure 2. Customer deposits - to what extent does customer deposits effect banks performance 

As noted in chapter 4.1.2: while there was much change in the deposits from banks over the studied period, there were noticeable changes in customer deposits during the same five-year period year 2017 to 2021 however the changes were deviating. From year 2017 to 2019 the increase in customer deposit is not statistically significant. However, from year 2019 to 2020 there was a sharp increase that is more significant and then a gradual increase in 2021. The macroeconomic conditions in particular, the pandemic and covid-19 may have had an impact on the customers spending, customers may have been reluctant to spend during this uncertainty time therefore deposits were consistent at the bank at the start of the studied period and then a sharp increase. Although having more customer deposits is beneficial for the bank, as it’s a cheap way of financing and the firm gets higher return on borrowed amount however, it can also have a negative impact as less customers are spending therefore less borrowing is taking place which leads to less profit for the firm. Increase in customer deposit is important and beneficial for the bank not only to operate its business and for investments but enhance its profitability and growth. This is emphasised in Ajanthan (2013) study, that capital structure should not only be viewed in the context of maximising profit, but it should be a business strategic decision that enhances its ability to operate successfully in a competitive market. The increase in customer deposits did have a positive impact on banks growth and its performance. During the year 2019 to 2021 there was an increase in customer deposit while in 2021 an increase in profit can be seen.  
[bookmark: _Toc104758162][bookmark: _Hlk103248904]5.2.3 Figure 3. Total Debt – to what extent does the total debt effect banks performance 

According to chapter 4.1.3: figure 3 shows the total debt from deposit from banks and customer deposits from 2017 to 2021. Each of the debt was talked about separately and the movement of it but on this figure, all deposit from years 2017 to 2021 has been added to give a visual understanding. Customer deposit had the largest portion compared to deposits from banks, the deposit from banks was only 5 percent while the customer deposit was 95 percent. Customer deposit is a cheap way of debt in capital structure as the banks pays very little interests to customers for their deposits, this coincides with M & M proposition 2 as discussed earlier in literature review chapter, the increase in leverage will not increase the overall cost of capital as the low cost advantage of debt capital will offset the increase in the cost of equity anticipated to the increased risk to equity holders (ICWAI, 2008, p.64). Furthermore, the firm will benefit as interest payment on debt shield profits being taxed (NG and Bundala, 2012). When considering the banks debt and equity from year 2017 to 2021, the bank has more debt than equity on its capital structure. The banks debt total is 2,321,337million while its total equity is 249,713million a significantly high variation. The implication of banks having more debt ratio than equity on their capital structure indicate the bank is utilising the benefits of use of debt to its fullest and further implies there is a positive effect on banks performance and on its growth, as the profit of the banks has increased significantly.  
[bookmark: _Toc104758163][bookmark: _Toc105146553]5.3	Equity 

[bookmark: _Toc104758164]5.3.1 Figure 4.  Share Capital - to what extent does the share capital effect banks performance 

Chapter 4.2.1: for share capital in equity there was a very little decline from year 2017 to 2021 however it has started to increase slightly in year 2019 to 2021 although it didn’t go high as the original price in year 2017. The gradual increase from year 2019 to 2021 can be due to the recovery process of the economy from the pandemic and coved-19 and therefore people are investing in shares. The increase in the share capital is a good sign for the bank, it implies investors’ value and have faith in the potential growth and sustainability of the bank. This links with Durand (1959) and Kruk (2021) conclusion that there is a strong correlation between capital structure of a firm and its market value as discussed in Net Income Theory. As the debt (customer deposit) comes at a lower cost than equity, the debt increases, and the weighted average cost of capital (WACC) reduces, and the value of the firm is maximized therefore investors value firm and are willing to invest in the way of share capital. The inference of having an increase of share capital is a positive sign for the bank as this demonstrates bank is in a good position and investors are willing to invest in the firm furthermore it’s a form of signal to its customers indicating they are performing well. On the other hand, with the rise of share capital the cost of equity is rising and having high cost of equity in capital structure is not good for the firm as investors expect higher return on investments (Yhlas, 2013). The increase of share capital has had a positive effect on banks performance which is transparent on banks profit for year 2020 to 2021 with a sharp increase, this coincides with the rise of share capital during year 2020 to 2021. 
[bookmark: _Toc104758165][bookmark: _Hlk103267304]5.3.2 Figure 5.  Share premium account - to what extent does the share premium accounts effect banks performance.

[bookmark: _Hlk102806686]According to chapter 4.2.2: share premium accounts has seen a gradual and consistent increase from year 2017 to 2020 and then from year 2020 to 2021 there is a more noticeable increase of 5 percent. The increase of 5 percent increase in share premium accounts in 2021 can be explained by Companies Act 2006 which is known to be in force on or before 7th May 2022. Companies Act 2006 guidelines instructs a firm issuing shares at a premium weather for cash or otherwise, the sum equal to the aggregate amount or value of the premiums on those shares must be transferred to an account called the share premium account. This is very beneficial and a positive regulation act for the bank as once bank has transferred a sum to the share premium account, it may use that sum to write off the expenses of the issue of those shares as well as any commission paid on the issue of those shares. Furthermore, the bank can use the share premium account to pay new shares to be allotted to members as fully paid bonus shares. The provision of the act relating to the reduction of a firms share capital apply as if the share premium account were part of its paid-up share capital therefore this act gives bank more power to make further provisions by regulations (Companies Act 2006). This coincides with the Packing order theory of capital structure to some extent, where it is assumed, firms use internal financing first than move to debt and lastly resort to issue of new equity if necessary (Cevheroglu-Acar, 2018). Furthermore, with banks having more power to make further provision by regulations also mean banks have more liquidity which is more important than the composition of a firms’ capital structure, liquidity is of a paramount importance to regulators and other stakeholders. Companies Act 2006 legislation also explains the decrease in the share capital. The implication of the increase in share premium account means the bank can function effectively and provide the financial services that customers require which also links with banks sustainability in the competitive market. As illustrated in chapter 4.2.2 the share premium account has increased by 5 percent from year 2020 to 2021 and the effect of this can be witnessed on the bank’s performance through its profit for year 2020 to 2021 where there was a sharp increase in profit of almost double. This imply there is a correlation between share premium account and the performance of the bank and its growth.   
[bookmark: _Toc104758166]5.3.3 Figure 6.  Banks other Reserves - to what extent does the banks other reserves effect banks performance.

According to chapter 4.2.3: banks other reserves was the highest in 2017, a slight decrease in 2018 and then increase in year 2019 and in year 2020 however, there was a sharp drop in 2021 and by far the largest drop from year 2017 to 2021. Year 2021 sharp decrease can be explained by the required regulations under Basel III accord (Nasiripour and Braithwaite, 2012), banks are required to be fully compliance by 2019, and several other additional prudential requirements for global systemically important banks (Lloyds Banking Group, 2021). To maintain these requirements and guidelines the bank is most likely using these other reserves to cover cost therefore the sharp decrease in banks other reserves. For the bank to have these other reserves is beneficial for them as it can be used for any shortfall in other areas of the banks and therefore it is important for banks to maintain a steady increase in other reserves to cover any unforeseen and unpresented cost that may occur in the future. The implication of the declining on banks other reserves means banks have less reserves as back up and therefore may need to add more debt to its capital structure to cover costs to services. However, the declining of banks other reserve in year 2021 so far has not affected banks performance which is transparent in banks profit for year 2021.    
[bookmark: _Toc104758167]5.3.4 Figure 7.  Banks Retained Profits - to what extent does the banks retained profits effect banks performance  
According to chapter 4.2.4: banks retained profit has more than doubled from year 2017 to year 2021. There was a gradual increase from year 2017 to 2018 then it started to decline towards the end of 2018. From year 2019 to 2020 there was a gradual increase but then from year 2020 to 2021 there was a sharp increase. This could have been because of macroeconomic rules and regulations set by the banking supervision committee on banking regulations which require banks to hold back capital therefore banks are retaining profit to cover these extra requirements. Official at Federal Reserve suggests banks should retain earnings during the next few years to reach the new level set in Basel III accord by the 2019 deadline for fully compliance and further retain earnings instead of raising capital in the market (Nasiripour and Braithwaite, 2012). Banks to retain profit is very beneficial for the bank mainly for two reasons, firstly they can cover the cost of retaining extra capital as required by banking supervision and secondly, they can use the retained profit in their capital structure instead of raising funds through capital market. The double increase of banks retained profit implies that bank is doing well therefore can retain profit in addition, banks retained profit also has had a positive effect on banks performance and its profit, as can be seen, banks profit has almost double during year 2020 to 2021 which coincides with increased retained profit for year 2020 to 2021.    
[bookmark: _Toc104758168]5.3.5 Figure 8.  Banks Total Equity - to what extent does the banks total equity effect banks performance   

[bookmark: _Hlk104712039]As illustrated in chapter 4.2.5: banks total equity had a slight increase from 2017 to 2018 however from year 2018 to 2019 there was a sharp noticeable decrease then over the next three years leading to 2021 there has been a gradual consistent increase. From year 2017 to year 2021 the increase in equity was up by 8 percent. The increase in total equity over the last few years 2019 to 2021 can be due to the fact investors visualised the potential benefits/profit that can be gained through investment while the country is trying to cope and then recover from the effect of the pandemic and Covid-19. Government have been more lenient with the policies to help the economy recovery which means more people are borrowing for example to buy property or invest in businesses and therefore investors see the opportunities for potential for profit to be made (Lloyds Banking Group, 2021). In addition, as the banks are getting used to the regulations and guidelines set by the banking supervision committee which saw some changes that needed to be compiled with and implemented by 2019, the investors witness the improvements and enhancement of the banking system and therefore are less reluctant to invest (Lloyds Banking Group, 2021).  In addition to equity, bank is using other provisions for example, using their retained profit, other reserves and using the sum in the share premium accounts to right off expenses and pay commissions on the issue of the shares. This has helped the bank maintain the running of the bank. This is consistent with Modigliani and Miller Trade off theory (1963) and packing order theory of capital structure to some extent, where the bank is using cheap debt and the interest payment on the debt are shielding profit being taxed (NG and Bundala, 2012). Furthermore, just as in Packing order theory of capital structure, the bank is using internal financing first then moving to debt, this is transparent on the banks conduct in increase on retained profit. In comparison to banks debt the amount of total equity in capital structure is still significantly low and because the total equity is low, bank maybe having to use more debt in their capital structure and even use capital market to raise finance which can be expense alternative. Although there is a big difference in the amount of debt and equity, there is a correlation between the increase of equity (chapter 4.2.5) and the increase of statutory profit (chapter4.4) from year 2020 to 2021. The increase in the banks’ equity in the capital structure of the bank did have a positive impact on banks performance and growth. 
[bookmark: _Toc104758169][bookmark: _Toc105146554]5.4   Risk Weighted Assets (RWA) 

[bookmark: _Toc104758170]5.4.1 Figure 9. Risk Weighted Assets - to what extent does risk weighted assets effect banks performance 

According to chapter 4.3: risk weighted assets of the bank has been declining from year 2017 to 2021 however the sharper decline can be seen from year 2020 to 2021. In contribution to earlier discussion and of Hull (2015) discussion on Basel accord and minimum requirement of capital to keep by banks, this can explain as to why the there is a decline over the years in risk weighted assets of the bank. The more the risk weighted assets in the bank’s portfolio the higher the portion of capital required to be held as set by Basel accord guidelines. Therefore, the bank is holding less of the risk weighted assets to avoid holding of capital. The implication of reducing risk weighted assets on banks portfolio is beneficial for the bank and its equity holders as there is less risk of losing money and less stress of holding extra percentage of capital aside furthermore it is also good for investors and consumers to know that banks carry less risk of losing money. Having risk weighted assets can have a positive or a negative effect on banks performance, if risk weighted assets (RWA) are high on banks portfolio it can have a negative effect. However, if its low then it can have a positive effect. This illustrated on chapter 4.3 and 4.4 where RWA has declined in year 2020 to 2021 however there was rise in profit for year 2020 to 2021. This implies there is a correlation between RWA and banks performance.  
[bookmark: _Toc104758171][bookmark: _Toc105146555]5.5   Statutory Profit after Tax

[bookmark: _Toc104758172]5.5.1 Figure 10. Statutory Profit after Tax - to what extent does statutory profit after tax effect banks performance 

As illustrated in 5.4: Statutory profit after tax started to gradually increase in year 2017 to 2018 however from year 2018 it started to decrease sharply to year 2020. From year 2020 to 2021 there was a very sharp increase, the increase was nearly 77 percent. There are few explanations for the increase in statutory profit after tax, the change in the economy is one of the biggest reasons, after the pandemic and covid-19 things are beginning to get back to normal to some extent. Other explanation includes banks having more flexibility with the deposits sum held at the bank, having less risker assets in the portfolio which means less lose, having cheap debt in the bank’s capital structure and retaining profits over the years. The implication of the bank having an increase profit means the bank can be flexible in their investment activities and invest in the future for the growth of the bank. It implies the banks capability to the investors and other stakeholders. Good profit effects the banks overall performance and furthermore profit is used as a measure of efficiency of bank (Sidduil and Shoaib, 2011).
[bookmark: _Toc104758173][bookmark: _Toc105146556][bookmark: _Hlk103090187]5.6   Common equity Tier 1 Ratio

5.6.1 Figure 11.   Common equity Tier 1 Ratio - to what extent does common equity tier 1 ratio effect banks performance 

Common equity tier 1 ratio of the bank has been in the similar region for year 2017 to 2019 however from year 2018 to 2019 there was a slight decrease in percentage then almost 3 percent increase from year 2019 to 2020 and then an increase of 0.1 percent increase from 2020 to 2021.   
[bookmark: _Hlk103088821]The increase can be explained by the Basel III capital requirement regulations. The minimum capital requirements for common equity capital of risk weighted assets was increased from 4.5 percent in 2010 (Basel I, Basel II, Basel II.5) to 6 percent in 2015 (Basel III) and was fully effective as of 2019 (Barth and Miller, 2018), in addition to these banks are required to add a conservation buffer of 2.5 percentage points on top of common equity tier 1 ratio (Slovik and Cournède, 2011). However, the total equity of tier 1 and tier 2 remains the same percentage of 8 percent from 2010 to 2019 (Barth and Miller, 2018). The increase in common equity tier 1 ratio was important for the bank to prove that they are fully compliance with the regulations set by Basel Committee and the Banking Supervision. Common equity tier 1 ratio ongoing target is 12.5 percent plus a management buffer of 1 percent for the bank furthermore according to the annual report (2021) common equity remain strong and is significantly in excess of current target and regulatory requirement.  Implication of the bank for having an increase on its common equity tier 1 ratio means bank is performing well and investors and other stakeholders can be assured the bank is maintaining the required standard for operation. As illustrated in chapter 4.4 the increase in profit and the increase in common equity tier 1 ratio does have a correlation with both increasing at the same time, year 2020 to 2021, and it does affect banks performance.  

[bookmark: _Toc105146557][bookmark: _Toc104758174]CHAPTER 6 – CONCLUSION, RECOMMENDATION AND REFLECTION 

[bookmark: _Toc105146558]6.1	Conclusion 

Running a financial service institution requires access to sufficient amount of capital and therefore considering the cost of capital and the composition of debt and equity in the capital structure is paramount when making financing decision. Over the past decade, banks have not had it easy with all the regulations and requirement set by the banking supervision and the macroeconomic condition that financial service sector has witnessed. However, it can be said that once on board with these regulations and requirement banks have proved to be performing better with less risk of failing. This dissertation investigates a bank, its capital structure to ascertain the extent to which capital structure of the bank has influence on its growth. To accomplish this objective, secondary data of the bank was gathered using the firm’s financial and annual reports. The data was then analysed to identify the amount of debt and equity in the firm’s capital structure furthermore other data was collected which was important to understand compliance of the bank to regulations. The composition of debt and equity on the firm’s capital structure has changed significantly over the five-year period however consideration must be given to the economic conditions, especially over the last three years, that banks were facing and therefore the changes in capital structure could have had some influence furthermore, the changes in laws and regulations may have also had some influence on composition of debt and equity in capital structure. The findings of the investigation revealed the following: 
· The case study bank has more debt than equity. 

· The composition of debt within the capital structure has changed during the studied period. There was a shift in deposits from banks to customer deposit, the deposit from bank decreased while customer deposit increased.

· The share capital has reduced and there was an increase in share premium account which is more beneficial for the bank as the sum within this account can be utilised.

· The bank’s equity portion has increased moderately over the studied period and there was an increase in debt however the equity has not increased at the same rate as debt. In fact, the figures are very far apart with debt at 2,321,337million and equity 249,713 in total for the five years.

· Increase in retained earnings. The firm’s retained earning has double over the five years, and this has impacted the firm positively with increase profit. This is a significant change in its capital structure.

· The profit has increased. The increase in profit is due to the debt capital and components of equity that has allowed the bank to be more flexible with their capital in their investment plans.

As per my proposed academic enquiry “does capital structure of a firm has influence on its growth”, according to the data yes it does. Capital structure has influenced the firm’s growth significantly. However, after analysing the data, it has come to light more in-depth study needs to be conducted to identify which components of debt and equity in capital structure has enhanced profitability. 


[bookmark: _Toc104758175][bookmark: _Toc105146559]6.2	Recommendation 

To enhance banks growth and performance with its capital structure there are few recommendations that can be made:
· The bank should formulate a strategic plan to deal with unauthorised and unpresented crisis situations reminiscent of the one observed with covid-19 and pandemic.
· Bank should increase the percentage of equity in their capital structure to 60% equity and 40% debt. This will decrease the financial destress that comes with high level of debt in capital structure. 
· The bank should investigate why the deposit from other banks have decreased and further identify the improvements that can be made going forward to encourage an increase on deposit from other banks.    
· The bank should investigate why there was a decrease on banks other reserves and improve the deposits of banks other reserves.
After concluding that capital structure can influence firms’ growth it has come to light that further in-depth research is needed to understand the different composition of capital structure within the firm and its impact on growth and further within this composition, has legislation and laws have had any consequence on them. Further to this there was not enough research carried out on the composition of capital structure of financial service firms. Therefore, the recommendation is to study the composition of capital structure in depth for financial service sector, understand if this composition has changed due to new laws and legislations.


[bookmark: _Toc104758176][bookmark: _Toc105146560]6.3	Reflection

This is a reflection of the course of the thesis carried out over sixteen weeks period. However, in practice, it was much less than this due to some situations that emerged during the course of the research. This reflection will be drafted using Kolb’s Learning Cycle (Kolb, D. A. 1985). Kolb’s Learning cycle has four stages: Reflective observation, Abstract conceptualisation, Active experimentation, and Concrete experience. The point of reflection can start from concrete experience or reflective observation, starting from concrete experience is more suited in a situation where you’ve consciously and physically experienced a situation and realise you need to reflect systematically to learn something new or improve on existing skills. Whereas reflective observation is reflecting deeply on what has happened, what worked, what failed, and a situation arise why did it arise? Starting with reflective observation is more appropriate in this situation.
When I started the research proposal chapter, I started with a broad research question which had to be narrowed down to more specific which was quite difficult because I was not sure of how narrow or broad the research had to be. However, reflecting on the modules I covered previously helped me to understand what I wanted to achieve furthermore the supervision session further helped me to think more critically and come to conclusion for the research proposal question. As quoted by Morgan A. P (1997) “Critical thinking may be defined as a form of intelligent criticism which helps people to reach independent and justifiable conclusions about their experiences”. 
After identifying the idea of the deliverables, I started the project by revising the theories, models, and frameworks of capital structure. Although some of the theories was well understood and written well others were however still in skeleton stage. This meant I had to do further reading to understand them in addition I went back to my old reference list for further clarification on these theories.  
The deliverable required me to collect secondary data which I considered to be quite straight forward as I can use the firm annual report however, it was little challenging as the capital structure of financial service sector is completely different to any other sector. Capital structure of financial service sector does not have loans from banks rather it has deposits from customers and other banks. The question remained “what is debt in banks capital structure”. I did a broad search to get some answers but found there was no information on it, I went on firm’s website to get some sort of contact number in the financial department but had no luck. The only other option was to go to each banks website and look at what consists of debt in their capital structure and come to conclusion which I did. At this stage this was my active experimentation and newly acquired knowledge of capital structure of a bank. 
After completing the thesis, I realised I needed to consciously experience the situations faced and reflect to learn and improve my existing skills. I can say keeping up to the agreed work schedule has meant I had enough time to search and further ponder on my ideas and thoughts and make further improvements to the thesis. During the course of this thesis, I feel I have made a noticeable improvement and developed my writing skills as well as how to review literature. After completing this thesis, I also feel that if I had some sort of link with the financial service sector, I would have been in a better position with knowledge gain and experience.   
If I was to carry out this research study again and had additional access to resources and financial institution, I would do the research study differently. Relying on secondary data has not given me comprehensive information about the bank as data was collected from annual report of the firm. If I had access to the firm and its resources, it would have been more appropriate to interview the banks manager for the data and for a better understanding of their capital structure. Customers of the bank could have been interviewed or provided with questionnaire to completer to understand their perception of the bank and their services. In addition to these shareholders of the bank could have been interviewed or provided with a questionnaire to complete, for better understanding of their perception of the bank’s capital structure and any suggestions or recommendation they may have had. This would have enriched the study of the firm’s capital structure and its impact on its growth and further could have changed the results of the findings as well as further solution for improvement.  
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	Debt
	Equity
	
	
	
	

	Years
	Deposits from Banks £ million
	Customer deposit £ million
	Share capital £ million
	Share premium account £ million
	Other reserves £ million
	Retained profits £ million
	Total Equity £ million
	RWA £bn
	Statutory Profit after Tax £ million
	Common equity tier 1 ratio %

	2017
	29,804
	418,124
	7,197
	17,634
	13,815
	4,905
	49,143
	211
	3,547
	13.9

	2018
	30,320
	418,066
	7,116
	17,719
	13,210
	5,389
	50,199
	206
	4,400
	13.9

	2019
	28,179
	421,320
	7,005
	17,751
	13,695
	3,246
	47,806
	203
	3,006
	13.8

	2020
	31,465
	460,068
	7,084
	17,863
	13,747
	4,584
	49,413
	203
	1,387
	16.2

	2021
	7,647
	476,344
	7,102
	18,479
	11,189
	10,241
	53,152
	196
	5,885
	16.3
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	Location of research activity
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	Research activity outside of the UK
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If YES to any question, then no research activity should be undertaken until full ethical approval has been obtained. 
SECTION G: Intended Participants
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	Students or staff at the University?
	☐
	☒

	Adults (over the age of 18 and competent to give consent)?
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	Others (please identify):


	☐
	☒



	Participant numbers and source
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	NO
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	☐
	☐
	☒

	Will you tell participants that their participation is voluntary?
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	Will you obtain written consent for participation?
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	Will participants be paid?
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	Is specialist electrical or other equipment to be used with participants?
	☐
	☐
	☒

	Are there any financial or other interests to the investigator or University arising from this study?
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	If YES to any question, please provide full details 
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	Disclosure and Barring Service

	If the research activity involves children or vulnerable adults, a Disclosure and Barring Service (DBS) certificate must be obtained before any contact with such participants.
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	Has a DBS certificate been obtained?
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	Manual files (i.e. in paper form)?
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	Private company computers?
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	Home or other personal computers?
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	N/A



	List all who will have access to the data generated by the research activity:

	N/A

	List who will have control of, and act as custodian(s) for, data generated by the research activity:

	N/A

	Give details of data storage arrangements, including where data will be stored, how long for, and in what form. Will data be archived – if so how and if not why not.  

	Data will be collated from annual report of the firm from public access domain and will only be stored for the analysis purpose and until 10th June 2022









SECTION K: Declaration
	The information which I have provided is correct and complete to the best of my knowledge. I have attempted to identify any risks and issues related to the research activity and acknowledge my obligations and the rights of the participants.

In submitting this application I hereby confirm that I undertake to ensure that the above named research activity will meet the University’s Research Ethics and Integrity Code of Practice

	Signature of applicant: Shazan Begum 
	
	Date:
	26/03/2022



For students:
	Director of Studies/Supervisor:
	Dr Taye Timothy Osadiya

	Signature:
	Shazan Begum


	Date:
	26/03/2022



For staff:
	Head of School/Assistant Dean:
	

	Signature:
	


	Date:
	




Checklist: Please complete the checklist below to ensure that you have completed the form according to the guidelines and attached any required documentation:
	☒
	I have read the guidance notes supplied before completing the form.

	☒
	I have completed ALL RELEVANT sections of the form in full.

	☐
	I confirm that the research activity has received approval in principle

	☐
	I have attached a copy of final/interim approval from external organisation (where appropriate)

	☒
	I understand that it is my responsibility to ensure that the above named research activity will meet the University’s Research Ethics and Integrity Code of Practice.

	☒
	I understand that before commencing data collection all documents aimed at respondents (including information sheets, consent forms, questionnaires, interview schedules etc.) must be confirmed by the DoS/Supervisor, module tutor or Head of School.




	RESEARCH STUDENTS AND STAFF ONLY
All communications relating to this application during its processing must be in writing and emailed to pgresearch@uwtsd.ac.uk , with the title ‘Ethical Approval’ followed by your name.
You will be informed of the outcome of your claim by email; therefore it is important that you check your University and personal email accounts regularly.



STUDENTS ON UNDERGRADUATE OR TAUGHT MASTERS PROGRAMMES should submit  this form (and receive the outcome) via systems explained to you by the supervisor/module leader.

This form is available electronically from the Academic Office web pages: http://www.uwtsd.ac.uk/academic-office/

Application Process

All staff research projects and all research students must submit the Ethical Approval Form to the University Ethics Committee via the Postgraduate Research office (pgresearch@uwtsd.ac.uk).   Staff research directly in relation to personal study for taught undergraduate or Masters programmes should be submitted via the Faculty procedures explained below.
Taught masters and taught undergraduate research Ethical Approval Forms are considered within Faculties.  Faculties will provide details of the specific processes for this.  Where the Ethical issues within any single ethical application are of particular concern the Faculty will refer these to the University Ethics Committee.   Any student activity that involves the collection of primary data needs to undergo Ethical approval, this includes assignment work as well as dissertations.   
Notes for guidance in completion of this form
Section A:  About You
Please complete all relevant sections
Section B:  Approval for research activity
Research proposals must be approved in principle before applying for Ethical Approval.  The proposal approval only becomes final when the ethical approval is received.  
The process for proposal approval varies according the individual and programme of study:
· Research students, by application on form PG1 to the Research Degrees Committee
· Taught students by review of research proposal within Faculties (Faculties provide specific details of these processes)
· Staff, by agreement by the Head of School/Assistant Dean
· 
Section C:  External Ethical Guidance materials
Many discipline areas are required to operate with the discipline specific codes of research ethics (for example health, psychology, education etc.), any such codes must be listed and you must tick to confirm that you have consulted with these.
Section D:  External Collaborative Research Activity
Provide details of the external collaborative partners, where appropriate you might want to submit a copy of the external collaboration agreement with the Ethical Approval Form.  If the partner requires the research to be subject to its own internal Ethical approval process then please provide details of that process and a copy of any final (or interim) approvals received from the organisation.
Section E:  Details of Research Activity
Remember that the individuals reviewing this Ethical Approval Form may not have seen your research proposal, and also may not be experts in the specific area of your research.  The information provided should therefore be jargon free and clearly stated.
Indicative Title:  please use the same title as used on the research proposal.
Purpose:  the Ethical approval process will want to ensure that the methods you propose are adequate and appropriate to address the research aims and objectives.  Excessive additional data collection can be seen as unethical.
Proposed Methods:  the Ethical approval process seeks to ensure that you understand the methods that are intended, and that the implementation of those methods will be appropriate and without unnecessary impact on respondents.  Please be specific.
Location:  this needs to mention geographical location and also local situation (for example, within Local Authority Offices in Cardiff, using a private room but close to other individuals).  If you are collecting data within an organisational setting then you need to explain the permissions that you have obtained to do this.
Research Activity outside of the UK:  please complete this section in detail, and note any guidance you have received.  Also describe your own familiarity (or not) with the location that you will be utilising.
Section F:  Scope of Research Activity
Please tick ALL of the research activities that might be undertaken.   If any additional types of activity are intended then please add an extra box and describe these.
If you have answered no to all questions in F then sections G and J do not need to be completed.  Section H should be considered, and may be completed.  Signatures are still required in section K.



Section G:  Intended Participants
Please tick all categories that might apply.
Numbers & Source:  if you are using a series of different methods or research activities please list numbers for each stage/phase.  Be clear about how you will find respondents.   Will you use intermediaries, and if so how?  How will you ensure compliance with your sampling strategy?
Information for participants:  all participants should be appropriately informed about the research, what is expected of them and what will happen to the information that they provide.  The Ethical review process does not ask to see this documentation, but requires this to be reviewed and approved by the Director of Studies in the case of research students, the supervisor/module tutor in relation to students on taught programmes and the Head of School/Assistant Dean in relation to staff research.
Section H:  Anticipate Risks
All research carries some level of risk.  The answers you provide to questions in this section will be reviewed to ensure that you have an appropriate understanding of the type of risks involved and how you can mitigate against these risks.
Risk to participants   Think very carefully about how your actions/questions/discussions might affect the people you are involving as participants.  You might identify the risk as small but it would still be a risk.  Many types of question have the potential to make respondents less content with their life / job; you need to recognise and try to ameliorate any such effects
If these are business owners, time with you may reduce profit.  
In some locations physical risk is very real to both participants and yourself, please consider this.
Risk to you, the researcher   Think about where you will meet people, if there are any dangers involved in the location.  If you are meeting people as individuals think about using a public place.  In general do not visit people in their own homes or remote locations.  If you are talking to individuals about certain issues think about how their responses might affect you emotionally.  What about the risk of collecting insufficient data?
Risk to the University   When undertaking your research, you are acting as a member of the University (student or staff).  Professionalism is important, so it is important to be well organised and well prepared. Punctuality, clarity etc. are all part of this.  What will you do to ensure this?  You must ensure you do not harm the good name of the University in any way and do nothing to undermine the reputation of the research it conducts and sponsors.  Upholding high standards of conduct and integrity are vital in this regard. You must also conduct the research in such a way to minimise the potential for claims of negligence made against the University, its researchers and any collaborating individual or organisation. In this respect you should always comply with ethical, legal and professional frameworks, obligations and standards as required by statutory and regulatory authorities, as well as the university’s Research Integrity and Ethics Code of Practice.  Research misconduct in this respect can take many forms, including:
· fabrication: making up results or other outputs (eg, artefacts) and presenting them as if they were real
· falsification: manipulating research processes or changing or omitting data without good cause
· plagiarism: using other people’s material without giving proper credit
· failure to meet ethical, legal and professional obligations: for example failure to declare competing interests; misrepresentation of involvement or authorship; misrepresentation of interests; breach of confidentiality; lack of informed consent; misuse of personal data; and abuse of research subjects or material
· improper dealing with allegations of misconduct: failing to address possible infringements such as attempts to cover up misconduct and reprisals against whistle-blowers

Adverse Outcomes.  Think carefully about the possibilities, and cover here

Section I:  Feedback, Consent and Confidentiality
Feedback to participants:  outline your approach.   Will interview transcripts be shared with respondents to check accuracy?  Will summaries of questionnaire analysis be made available to respondents in some way?   Will an overview report be provided?  How and when?
Informed consent:   Draft letter / e-mail / or heading (or footer) section of questionnaire must be approved by DoS/supervisor (if research student), supervisor/module tutor if taught student, or Head of School / Assistant Dean if a member of staff.
Confidentiality/Anonymity.  Explain clearly how you will ensure confidentiality and anonymity.
Section J:  Data Protection and Storage
Before completing this section it is necessary to read the University’s Research Data Management information.   The questions that follow are designed to ensure compliance with the Data Protection Act as well as established research protocols.
Many research activities will involve electronic transfer of data and use of data management systems in the summarisation and analysis of data.  You will need to explain these in relation to compliance with the Data Protection Act.
Think carefully about who will have access to your data, this will include supervisors and examiners. Also that a thesis will be made available via the University library and the British Library system.  If you are seeking an access bar for a period of time after completion then mention it here.  If you will provide a copy of your findings, or intend to give a presentation, to a facilitating/ supporting/accessing organisation then explain that in this section.  But also think about the general principle of data sharing, as explained in the Research Data Management information.
In terms of storage of data please ensure security, and also mitigate against loss of data.
Section K:  Declaration
Ensure the appropriate countersignatures have been provided
Look carefully at the checklist and ensure that you comply with and tick all that are relevant to your research.

Deposits from Banks 

Deposits from Banks £ million 	2017	2018	2019	2020	2021	29804	30320	28179	31465	7647	


Customer Deposits

Customer deposit £ million	2017	2018	2019	2020	2021	418124	418066	421320	460068	476344	


Total Debt

Deposits from Banks £ million 	Customer deposit £ million	127415	2193922	

Share Capital (equity)

Field2	2017	2018	2019	2020	2021	7197	7116	7005	7084	7102	Years 


Share Capital £m




Share premium account £ million	2017	2018	2019	2020	2021	17634	17719	17751	17863	18479	


Other Reserves of The Bank

Field2	2017	2018	2019	2020	2021	13815	13210	13695	13747	11189	Years 


Other Reserves £m 




Retained profits £ million	2017	2018	2019	2020	2021	4905	5389	3246	4584	10241	


Total Equity 

Total Equity £ million	2017	2018	2019	2020	2021	49143	50199	47806	49413	53152	


Risk Weighted Assets (RWA) 

RWA £bn	2017	2018	2019	2020	2021	211	206	203	203	196	


Statutory Profit after Tax £ million




Total	2017	2018	2019	2020	2021	3649	4506	3006	1387	5885	Years


In £ million



Common Equity tier 1 ratio %

Common equity tier 1 ratio %	2017	2018	2019	2020	2021	13.9	13.9	13.8	16.2	16.3	


Debt and Equity

Total Debt 	Total Equity	2321337	249713	
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