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CHAPTER ony

INTRODUCTION
1.1 Background of the Study

Capital structure is one of the essential decisions

' aken by (he finance manager of a company in
order to analyze the capita| structure

decision ang dete

. rmines the overall worth of capital through
Which to measure the worth of the f

I as well as (he prnl'nnhiiily of the firm, If firm wants to

start a new business, [y needs (o determine the

composition of jts Capital and analysis as this
would enable it ta establig), the worthiness of the business, The capital structure determinacy

signifies indications tha 5 firm possesses (o ponder before pr

eferring its capital structure, So, it
is the duty of every firm to maximize its price/value and minimize its value of capital, whereas

analyzing its capital structure.  Capital structure mainly consists of debt, stock and preferred

shares that issued to increase the revenue and ta get revenue to numerous aspect of business of
the firm. in other words, the capital structure is primarily a combination of debt and equity,

(Vishnu Prasad G. 2019).

The Debt holders are the one who mainly look for the compensation for the interest and
principle. They do not have much long-term commitment towards the firm but the equity holders
will have a long-term attachment and commitment towards the firm, the firm would possess
extra preserved earnings to finance their capital outflows so they will get a regular dividend from
the company. Hence, the firm’s capital structure plays vital impact on the financial performance
of the firms. Finance leverage is measured because the quantitative relation of debt and equity
that states the link between the borrowed and owner’s funds, The main thing that a company
Must analyze is their ability to form cash from all the sources especially from their vnriUAus
business activities. Each and every firm wants to want to use their resource carefutly and with
that available resources they want to make their profit for the development of the company, ‘Tm
Profit of the company in this context mainly says about\thc revenue over] the b_‘\I:mﬁL lu:t th;
ompany and it also explains the Overall companys performance .IFro: ttedﬁoin : VILWhl:‘
diffefem banks, the commands of the banks and size of the banks mafﬂ:}’ EPT” § (l’: e "l“ff: Lll
of branches that a bank is operating. The revenue of the bank I?”;_:/ c?l;a Y:;er;:nr: l:; l:l 5
Performance and profitability of the bank. In order to analyze the Pro 1‘ E-n ’P .'d ‘w_i
b : : count. Other that NIM, ROCE is also considered fo
ank Np (net profit) is taken into ac

1




assessing the profitability of (e firm. From 1945
9 Onwy;

S ards s i
has been one of Asia's best (v St ceonomicperformance of Malaysia

shny Prasad G, 2019y,

The fact that capital jg of bl
_ Practical Mportance ¢4 corporate  organizations cannot be
overemphasized. It serveg as the foundatjon and b

: : aSIS upon which Corporate firms are laid and
therefore operates. Capitg] SEIVes 1o ahsorh |

. 03ses and cost, ensures the multiplication of fixed
assets and ultimately makes Possible the gehip

=4 vement of sustainable growth through takeovers,
mergers and acquisition arrangement (Agse

Ye, 201 3and Ogicvn&Ogicmudi& 2019).
Choices with regards to financina

are often times determined by a host of factors which may be

interrelated and mterconnected with (he characteristics and leatures of the firm coupled with

ir institutional envyi ents (Fan, 202 T— : ; ;
their institutional environments (Fan, 2012 ang Osazee F, et. al 2019).The major sources of funds

that firms could use 1o finance thejr operations may inelude internal fund (retained earnings),

equity and debt. Most companies utilize a mix of debt and equity which of course makes up the

capital structure (Nassar. 20 16).

Fatoki and Waweru(2021), Investors and potential investors will be cbliged to invest their hard-
earned savings in a company that promised to make a retuen that will change their wealth
position at a point in time. However, as sound as this objective is, it will be elusive if the hard-
earned resources are not combined for optimum utilization. The essence of capital structure
decision is to ensure the right combination of financing resources that will yield maximum return

without necessarily hampering the interest of stakeholders.

Fiﬂancfng and investment are two major decision areas in a firm. In the financing decision the
Manager is concerned with determining the best financing mix or capital structure for his firm.
Capital structyre decision is the mix of debt and equity that a company uses to finance jts
business (Damodaran, 2001). Capital structure is the way a company finances its a‘ssets throiigt
the mixture of equity, debt or hybrid sccurities. According to Chechet and ?iayl\?lollztl F20[1.1)
Whether 4 Business i newly born OEIL /8 ongoing, it requires fund to carry out its activities, This

ing a business,
fund i referred (o as capital. Capital therefore refers to the means of funding

According to Kochhar (1997) and Ajayi and Obisesan (2020), poor capital structure decisions
“Ording to Kochhar !

i from strategic assets. Hence, the
. in the value derived
May Jeaq 1o ible reduction/loss in
a possible

: e tant if the firm is to realize gaing
o e 1 policies is impor
“apabmty of a firm in managing its financia




assessing the profitability of the iy, From 1963 ony,

Vards the economieperf; i
3 : performance of Malaysia
has been one of Asia's best {(Vishnu Prasad G, 2019), »

that capital " practical i
The fact p 1s of practical Importance (g corporate organizations cannot be
overemphasized. It serves as (e foundation ang basi

§ upon which corporate firms are laid and
therefore operates. Capital serves 1o

absorb losses and cost, ensures tl

. e multiplication of fixed
assets and ultimately makes possible t}

e achievement of sust

ainable growth through takeovers,
mergers and acquisition arrangement (Atseye, 2013

and Ogiuva&()gicmudia, 2019).
Choices with regards ta financing are often times determined by a host of factors which may be

interrelated and interconnected with the characteristics and features of the firm coupled with

their institutional environments (Fan, 2012 and Osazee F. ¢t, gl 2019).The major sources of funds

that firms could use to finance their operations may include internal fund (retained earnings),

equity and debt. Most companies utilize a mix of debt and equity which of course makes up the

capital structure (Nassar, 2016).

Fatoki and Waweru(2021), Investors and potential investors will be obliged to invest their hard-
earned savings in a company that promised to make a return that will change their wealth
position at a point in time. However. as sound as this objective is, it will be elusive if the hard-
carned resources are not combined for optimum utilization. The essence of capital structure
decision is to ensure the right combination of financing resources that will yield maximum return

without necessarily hampering the interest of stakeholders.

Financing and investment are two major decision areas in a firm. In the financing decision the
Manager is concerned with determining the best financing mix or capital structure for his firm.
Capital structure decision is the mix of debt and equity that a company uses to finance its
business (Damodaran, 2001). Capital structure is the way a company finances its assets through
the mixture of equity, debt or hybrid securities. According to Chechet and Olayiwola (ZOItll)
Whether a4 business is newly born or it is ongoing, it requires fund to carry out its activities. This

fund i5 referred to as capital. Capital therefore refers to the means of funding a business.

. sisions
ACCGrding to Kochhar (1997) and Ajayi and Obisesan (2020), poor capital structure decis h
N . . Hence, the

May lead i possible reduction/loss in the value derived from strategic assets. Hen

e i is to realize gains
Spability of 5 firm in managing its financial policies is important if the fitm




from its specialized resources. The raising

of appropriate :
L . i ate funds in ap reanizati ill ai
firm in its operation: hence, jy i important feie B \ organization will aid the
< In Nig

- efficient s eria to know the debtTequity mix that
g “riormance afyer
- i a good analysis of business i
obligations. 3 €55 operations and

An optimum capital structyre i« o .. e
P P © 1S a critical decision fop any organization. Indeed, any capital

structure decision is impop
eed to maximize

ant for the v K e

. ) d e 4 returns for various organizational

stituencies. an eMinaly thic A -

con seemingly this decision has an- organizational ability to deal with its
ve envir Nt espapialiv .

SompRHiive ShvIrenimen especially amongst different industries, Thus, one of the most critical

anagers is the relationship b

debt and equity I]l1allci|1g and stock prices. |

issues facing financial n . e
= L clween capital structure, which is the mix of

n order to throw more light on this, and overcome

this loophole, the presen study mainly focuses on how far capital structure affects firm’s

performance of different industries and how these impacts differ among firms of different

categories of industries. Abdulazeer M. (2020,

Financial performance is concerned with the determination of how well a company can utilize its
assets from its principal course of the operation to create revenues. Erasmus in 2008 opined that
financial performance parameters like profitability or liquidity among others offer a valuable
mechanism to stakeholders that assist in assessing the previous financial performance and current
position of a company. The evaluation of financial performance is intended to be responsible for
answers 10 a wide range of essential questions which may include whether the entity has
sufficient cash to address all its financial burdens, is it generating adequate size of sales to
substantiate current investment. Tian, er al. (2007), argued that capital structure is linked closely
Wwith financial performance. Financial performance can be represented by parameters that involve
profitability, productivity, growth or even satisfaction for customers. These parameters are
related to each other. Financial measurement is one of the apparatuses which show the financial
strength or opportunities and weakness or threats. Sanford (2009) stated that those measurements
may include but not limited to return on investment (ROL), return on assets (ROA), return on

equity (ROE), residual income (RI), earning per share (EPS), dividend yield, growth in sales, ete.

J be broadly defined as the ability to control and
Firm Performance: The firm performance can

e € achlevement of
n Tal a ci al d sl lateg es that will help in th
investment, ope tion | decisions p t




pusiness’ stability and objective, Specifically, e 1
» 1

is. Re[um or
are commonly used (o measure profitabiljty (Chipa

. Nangig| i " .
and ability to generate sustainab|e profi Performance of 3 firm is its capacity

N Asg
SSe1S (ROA) and Return on Equity (ROE)
&Wamim, 2017).
The majority of firms fail a5 5 resuy|
T e eCs = I 5 | G
decisions. This is because, mogt firms ang organizations fyi] gr perf v b £
= H criorm poorly because o
rs face regarding fin
This Phenomenon  gained considerah|e atte

diverse challenges managers or owne

ancing decisions (Migliori et al., 2018).

hition among financial economists after the

formulation of Modigliani and Miller's (1938) capital structure iy
< b 8 ) e

levance theory,
In other words. capital structure is (he use of diverse sources of capital to finance the operations
of a firm to achieve its strategic goals (Suardi& Noor, 2015). The choice of capital is, therefore,
a critical financing decision, sinee it i directly linked to a firm’s risk and return, This suggests

that firms have the choice of using either equity or debt to finance their assets. However, Wu

(2019) maintains that the best mix is the use ofboth debt and equity capital. Tbrahim and Zulkafli
(2018} also maintain that several sources of finance are available to firms, but these sources can
be organized into two., namely, internal and external finance sources. The external sources of
financing consist of bond issuance and short- and long-term loans, whilst the internal sources of

finance comprise equity stock, retained earnings, reserves, and preferred stock.

1.2 Statement of The Problem

There has been an ongoing debate on the issue of capital structure and financial performance of
firms. This controversy is further narrowed down to identifying which of the variables debated is
most influential in predicting and determining the capital structure of manufacturing firms, The
thoice of optimal capital structure of a firm is difficult to determine. A firm has to iSSUel V:-:WiOTJS
securities in a countless mixture to come across particular combinations that can maximize its

; o o
overall value which means optimal capital structure. Optimal capital structure also means that

: firm is maximized. Accordin
With a minimum weighted-average cost of capital, the value of a fir g
Y B

» i duction in the value
% Rahul (1997), poor capital structure decisions may lead ta & possiblc e
¥ L ¢ in managing its financial
deriveq from strategic assets. Hence, the capability of a company in ging
n T x s
= . : ources. The nature and
Policieg < : F the firm is to realize gains from its specialized res
S is important i

ital structure and financial performance of firms have attracted
Ment of relationship between capital s




he attention of many researchers, The studies, whjgy,
2 are Iargel\r

revealed conflicting findings, foreign based, have however

In Nigeria, most of the studies did noy y, other ¢

Ompo S capi 8 e and financia
Ponents on Lapllﬂl structur: 1 ial
0 a i 2 W
nd Omusom (._005). Sala 4
a(

performance. The studies which include Be|
u (2007), Olokoyo

2 ] H

2012), Sabastian and Rapuluchukwu (2012) and
n (2014 have left
example, Salawu (2007), who studied the

2012), Babalola (2012), Yinusa ang Babalo|

[dode, Adeleke. Ogunlowo andAshoahg
a gap that need to be filled. For
effeet 6T camial =

leet of capital strueture on financial performance of

selected quoted companies in Nigeria between 199()

‘ and 2004 concentrated on short term debt.
His study did not extend to other forms of financing, thus the finding could only be used in the
context of short term debt financing.

i even withi > purview of debt Snane: qe- i
This means even within the purview of debt financing; only the short term aspect of the debt was

covered in his study, In reality, a study on capital structure is supposed to caver both types of
debt financing. Babalola (2012) who also studied the effect of optimal capital structure on
firm“sperformance in Nigeria between 2000 1o 2009 using samples of 10 firms, concentrated on
total debt to total assets. His study excluded the aspect of total debt to equity, short term debt to
total assets and long term debt to total assets financing despite the fact that both types of debt
financing are used by the sampled firms. More so, his study and those of Bello and Onyesom
{2005) and Olokoyo (2012) used Chi-square technique to analyze their data. Chi-square is
considered deficient in terms of reflecting time variant and specific characteristic issues, Studies
on capital structure and performance of firms are supposed to use parametric techniques that

measure both time variant and specific characteristic 1Ssues.

Furthermore. the study of Yinusa aind Babalola (2012) examined the impact of corporate

[ ; :
governance on capital structure decision of ten (10) firms in the food and beverage sector during

the period from 2000 to 2009. They used total debt to total assets ratio as proxy of capital
m 2009. .

‘ g 1d
Sucture, The study did not cover other components or types of debt financing such as total debt
and long-term debt. Additional

(al structure and liquidity on corporate returns of
:

ly, Sebastian and Rapuluchukwu
10 totg] equity, short- term debt

{2012 that studied the impact of capi
d
maTIUfacturing firms between 2002 to 2006, focuse

; cin
debt Without including total debt to total equity finan

on short-term debt, long-term debt and total

g. The study failed to use total debt to

"%l equity ag variable of debt.




13Rcsearch Questions

The study seeks to address the fallowing quest;
sliong;

1. To what extent does cquity ratjg affect R
) tReturn o
0 N Asset?

2 To what extent does e i
2. Toy 2 long term deby ratio of the firm imp.lcl the R A
Pact on the Return on Asset?
3. What is the effect betweep asset tanaihil; i
Sk & J.Jbrlll\' ratio ang
& 2 2o and Retym on Asset?
1.4 Objective of the Study

e broad objective of this s —
The broad obj of this study is 1o ascertain the effeey of capital structure on the financial

erformance of liste G ¥ .
perfc listed anks listed in the N

deposit money b

igerian stock exchange: while the
specific objectives are to:

(i) Determine the effect of debt o toal equity ratio on Return On Asset

(i) Determine the effect of debt to total funds ratio on Return on asset

(iii)  Determine the effect of asset tangibility ratio on Return on Asset

Research Hypothesis

In order to achieve the above objectives the following hypotheses were stated in null forms

and will be subjected to empirical tests.
Hol: There is no significant effect between debt to total equity ratio and Return on Assets.

Ho2: There is no sienificant effect between debt to total funds of the firms and Return on

Assets.

Ho3: There is no significant effect between assets tangibility ratio and Return on Assets.

L5 Significance of the study
The resyits of this study would be of benefit to manager:

ooti d the
s placed on a sound footing to understan
Manufactyr; in Nigeria. Managers would be p
" ¥Snng thn ln gela ; reholders would be able to

s, shareholders and creditors of

i ir firms. Sha
i AR Aot B GG e, i in relation to the debt financing
4 i ity interest 1n 1€
Make gy iei h regard to their equl ;
nformed decision with reg ol fi !
to identify the firms that are
Optiong available to their firms, while creditors would be able %
€ 1o >

. ; hen due.
ﬁnancial[y strong enough to settle their claim as at W




¢ Scope and limitation:
1.

The study is designed to examine the I‘Elationship betwee

: " ale capital strueture Pinancial
cformance of listed deposit money banks in Niger: ;
PE S

from 2015 t0 2020.




CHAPTER ™wg

LITERATURE Rpyypy,
11 INTRODUCTION |

This chapter entails rev 1eWing of Past work

hich
5 are similar 1o
objectives, methodology and findings. 1,

this, considering their
this chapter.,

Relevant cone i
g 1 T S eptus
empirical literature related to the subject ptual, theoretical, and

atter are rey
h are reviewed in the chapter. The Literature is

reviewed on the conceptual definition of Capital structure and
€ anc

| performance the conceptual definition of
financia ance.

22 CONCEPT OF CAPITAL STRUCTURE

Capital Structure: Capital structure is referred Lo as the combination ol equity and debt which the
firms use to finance their operations (Modigliani & Miller, 1958). It is a subset of the financial

stucture of a firm which is a combination of short and long-term sources of financing.

According to Myers and Majluf (1984). capital structure is the choice of equity, debt or hybrid
securities which the firms use to finance and promote their operational activities. According to
Harris and Raviv (1991) capital structure is part of the solution to the challenge of
underinvestment and overinvestment. Myers (2000) opined that capital structure is a mix of
equity and debt securities used to finance real and nominal investment. Brendea (2018) posits
that capital structure is the financing strategy of a long term nature used by corporate
organizations while Nirajini and Priya (2013) defines capital structure as the' process whereby

corporate entities finance a mix of capital and liabilities on a long and short term basis.

: ’ ; 2 iti siness st
Financial performance is a fundamental issue in the economic entities and all businesses must try

actor financial
; - ; T re many factors that affect the
© get the highest financial performance. There a any

i i factors or external ones,
Petformance of a business. These factors may be either internal

: ; ital structure on the financial
Curently, there have been many studies proving the impact of capital s - e
e. In addition, each business
Performance of businesses, however the results are not the sam

nt, so the impactlevel is also much
Sector hag its own characteristics as well as capital manageme

dl\/’ersmed ;
ization and therefore, the way in which

C art of an organi
apita] structure constitutes a substantial p tability of the company concerned. A

e profl
it j Managed will have a significant impact on the p

8




- ert, differentiated ee v
fmarmal expert. dl ated betw N capital Struc re angd
i ﬁnancial
st

. s used to rajse f
rious means € funds represente
ented the g :
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fucture. He asserted that

. I structure of
Iatmnship between

the V&

gefined capital structure as the Proportionate re the enterprise. He

Ny ; long-term deht and equity,

! cture is the combinatj i -

ot struct Ination or MiXture of the Company’ .

‘ 5 - ‘ any's equity and de ich ensures

ﬁnal‘lf‘a] stability, profit generation, growth anq expansj v ; Pl
Apansion, View

. . ) § the capital structure of a
company as the precise mixture of dely and equity b

15ed in financing irm’ i i
¢ the firm’s operation. Capital
' ns the approach a fj Ses in finane: i b
structure mea pproach a firm uses i financing their assets through the mixture of debt
rid securitjes in this conten( m
combine the elements of both debt ang

and equity or hybrid securities. Hyl
can a group of securities that

quity, which haye fixed or floating rate of return, and the

holder has the option of converting it into the underlying company’s share, Capital structure is a

mixture of a company’s debt (long term and short term), Muhammad Usman (2019

The financial decision of a firm is vital in determining the optimal capital structure mix.

Measuring the firm managerial and financial prowess to adjust and direct its numerous leverages
o maximize its value, growth, and generate optimum returns. Firms have a diverse level of
leverage, the determination of the best mix to enhance performance by managers remains a
puzzle to be solved in corporate finance theory and finance literature, The capital structure
comprises long-term debt, specific short-term debt, common equity, preferred equity, and
retained earnings. Firm performance is calculated by its capacity to generate optimum returns
from its assets, maximize the value and wealth of the shareholders. The financing decisions of
firms vary according to the rate of risk related to each financing option as well as the relationslTip
between risk and return (Abu-Rub, 2012). Capital structure effect on firm performance varies

Pmpoﬂionateiy in two ways; according to Desai, (2007) and Ayange (2020) highly leverage

i i ital and leverage.
fiims with similar risk level might have a higher cost of cap

: : mpany uses to finance its
Capita structure decision is the mix of debt and equity that & comp y“ ’ -
jor i i nomics
5 major issue in financial eco
busine ita] structure has been a
ss 1). Capita. ‘
SR, C0 i 1958 that given frictionless markets, homogeneous

EVer singe Modigliani and Miller showed in

o “the firm is irrel
pectations, the capital structure decision of el
oice to us

The capital structure of a firm is generally
S- ol
ations (Abor, 2013).

evant. The question firms are faced

nak’ ision i ial given that
= The decision is crucia
Wiith jg aking a decision on the capital structure ch

y £ firm
1thyg an effect on the financial performance ol

ance its oper
the SPecific mix of debt and equity the firm uses o fin
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o also be defined as the exten; 10 which 4 g

Irm qp iny !
. _ sl estor is ygj
fngnce their business, being it long term shot te using the borrowed money to

™ or total d
. . eht, i :
measure of how much firms ygeg €quity anq Acccrdmg Mol
a )

debt to finance jts

) ) T asse ATA Lt X
T —— sset. Scholars believe debt

A the (ax oq
X adv,

fin

because of
(};\\:aoiisn&C11i_iinde. 2016).

antages associated with it

The capital structure of a company lays the basis for the capita]
apit;

market conditions
exercises impacts its performance over the Jong

cost of the company. The costs

. d equity depend on the ;
of debt and equily dep & prevailing

and the choice the company
term. The factors that influence the company’s

decision include the nature of its business, its reputation, the gestation period of its projeet, and
the expected pattern of its cash flows. Given the cost differential between debt and equity and the
tax benefits associated with debt. (he capital structyre decision will influence the company's
performance. The capital structure is also influenced by the sector in which the company is
operating. Keeping this in view. an attempt has been made in this paper to examine the

relationship between a pharmaceutical company's capital structure and its financial performance.
Itwill help the manager to make appropriate decisions on constructing a proper capital structure

for a company.

According to Gupter (2020), the most important issues in corporate finance which has been in
debate among many academicians, financial institutions and the companies is how to choose the
tatio of debt to equity (debt means long term loan or debentures and equity includes paid up
capital, share premium, and all reserves & surplus) and the mixtlure: ‘of short and long term
maturities to do the makeup of the liabilities and stockholder’s equity side of the balance sheet.

i capi decision regardin
Hence, it is very critical decision to define the optimal capital structure. The deci . g hg
) ! = S o
i se it affects the financial risk and, hence,
the optimal capital ture is very important because | j
pital structure y - i o e
i > mix t and equity that will hav
i i -ucture is the mix of de
Yalue of the company. The optimal capital struc e
o b he firm. Cost of capital is a
: imi he value of the firm.
the mip; " capi d will maximize { _ :
mum cost of capital an o
d the dividend p )
i i ture holders an
“Mbination of fixed interest paid to the deben e
. , factor whether it is involved in
e that the fixed cost is the key fac ‘ ol
| e kel kept low if the management is likely

_ ; -aes, It should be ‘ . o
Productigy process or fixed financial charg w high is the basic question. The market
1=}

, how low or 1o i :
to nfront g5 uncertain environment but ho decision. The decision regarding the
o :

ital structur
o the share is ajso be affected by the caP
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subsequ

be raiseq A de isi
. . mand for raising
funds generates 8 new capital &
un

Structure Which Needs Criticy] analysis
/SIS,

The concept of capital structure and its re]

alionship 10 market

value and performance has been a

plexing subject in corporate finance

pef

and accounling liter
Modigliani and Miller (1958). Modig
v =)

ature since the seminal work of

li '; C illey ¢ o
ant and Milley (1958) argued that under very conservative

conditions of ideal financial markets, |mmogcnmus aspirations of investors, a tax-free economy,

and no transaction costs, the capital structure jg Unre

lated 1o the determination of firm valuation,
d company is d
the combination of shares that it issues, [f

According to this proposal, the woril of ctermined by its actual properties, not by
his plan does not hold certain arbitration procedures, a
creditor will acquire the securities of an undervalued company and sell the shares of the

overvalued firm in such a manner as 1o gain the same revenue streams. When buyers take

advantage of these arbitrage possibilities. “the price of overvalued shares will fall and the price
= L=

of undervalued hares will increase until all prices are equivalent.( Senan et al 2021).

111 Concept of Capital Structure

i i ; c, @ iti lain the kinds
There have been several attempts to define Capital Structure, all of definitions expla
italizati i mix of different
of securities and the proportionate amounts that makeup capitalization. It is the
i y ntures, long-term
sources of long-term sources such as equity shares, preference shares, debe l gd ;
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: ix ecurities and financing sources
i ' the mix of securi
“apital structure attempts to explain : ol
sestments in order to a
®@rporations to finance real investment. The firm needs to make inv

38 ms can
0 in bUSl ess, let oro t Q ance these investments, the fir

alone dlSpIa} some grow
5

i i li I use
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I such as etaincd earnings and iss g shares for
I hal 1 cc sources

< - 5.
Hernal finance sources as a loans or bond

i - sources
i i the various long-term
The tery ital structure refers to the relationship I:oetwecr:i ek
B ital and debt caj a
¢ hare capita ey
ﬁnancing such as equity capital, preference .
(2009)

financing 0 - . {Sioh ok
- Capital structure is the permanent structure is the important decision o

‘ itable capital
lOng-ten'n debt and equity and deciding the suita

lated to
1 , it is closely re ;
fg ﬂﬂanCla] management because it 1S reira debtand equity ma

20[2)

the value of the firm. Gitman et al.
intained by the firm.

ix of long-
defineg capital structure as the miX
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3 Components of Capital Structyye
b

The capital structure of a firm, consists of dap
€0t and Squity,
" literatyre often discus
e ¢ cnts [
components are discusseq hereund
€r.

Jong term. Accounting Debt is further classified into

s these

hort and and finance

ol assets and of equity. components as ratio of

fof

13.1 Total Debt to Total Assets
The total debts 1o total assets measure the amaypy of tl
Ol the

. total funds provided by itars
in relation to the total assets of a firm. Gene . e

wally, creditors w, -
| ) " ¥, creditors would prefer low ratio for all debts
‘or & 18 2 greater ie .

pecause the lower the ratio the greater s (he cushion against creditors losses in the event of
liquidation. Total debu to total assets is a debi ratio that defines the total amount of debt relative

o assets. This enables comparison of debt 1o be made across different companies. The higher the

ratio the better degree of debt and consequently financial risk. This is a broad ratio that includes

long term debt and short term debt (borrowings maturity within one year) as well as all tangible

and intangible assets (Akinsulire, 2014).

Debt ratio is a solvency ratio that measures firm’s total liabilities as a percentage of its
lofal assets. In a sense, the debt ratio shows a company’s ability to pay off its liabilities with its
assets, [n other words, this shows how many assets the company must sell in order to pay off all
of its liabilities. This ratio also measures the financial debt of a company. Companies with higher
levels of liabilities compared with assets are considered highly indebted and more risky for

lenders, [t helps investors and creditors analyses the overall debt burden or the company eivell

3 a firm’s ability to pay off its debt in the future especially during uncertain economic times.

The debt ratio is caleulated by dividing total liabilities by total assets. Both of these numbers can
esily be found in the balance sheet, A lower debt ratio usually imp
Jower ratio also has an overall debt

lies a more stable business

Nith the potential of longevity because & company with 2 ol
) i e ratio (Ojo,
Posture, Each industry has its own benchmarks for debt, but 0.5 is reasonable ratio (O]
|vency ratio because creditors are always concerned
Q

iooow ] s o .
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oney,
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2.3 Components of Capital Structure

The capital gt .
p fucture of a firm consists of debt and equity. Debt is further classified into

short and long ter : :
gterm. Accountmg and finance literature ofien discuss these components as ratio of

total ass "equity
assets and of €quity. The components are discussed hereunder.

231 Total Debt to Total Assets

The total debts 1o total assets measure the amount of

the total funds provided by creditors
In relation to the tota) assets of

a firm. Generally, creditors would prefer low ratio for all debts
because the lower the ratio the greater is the cushion ag

ainst creditors losses in the event of
liquidation. Total debt to tot

al assefs is a debt ratio that defines the total amount of debt relative
S comparison of debt to be m
ratio the better degree of debt and consequently fi

long term debt

Lo assets. This enable ade across difTerent companies. The higher the

nancial risk. This is a broad ratio that includes
and short term debt (borrowings maturity within one y

ear) as well as all tangible
and intangible assets (Akinsulire, 2014).

Debt ratio is a solvency ratio that measures firm’s total liabilities as a percentage of its
total assets. In a sense, the debt ratio shows a company’s ability to pay off its liabilities with its
assets, In other words, this shows how many assets the company must sell in order to pay off all
of its liabilities. This ratio also measures the financial debt of 2 company. Companies with higher
levels of liabilities compared with assets are considered highly indebted and more risky for
lenders. It helps investors and creditors analyses the overall debt burden on the company as well
as a firm’s ability to pay off its debt in the future especially during uncertain economic times.
The debt ratio is calculated by dividing total liabilities by total assets. Bath of these numbers can
easily be found in the balance sheet. A lower debt ratio usually implies a more stable business

with the potential of longevity because a company with lower ratio also has an overall debt
o

Mosture. Each industry has its own benchmarks for debt, but 0.3 is reasonable ratio (Qjo, 2012)

i i i d
The debt ratio is a fundamental solvency ratio because creditors are always concerne
e debt rati

tbe ng re \N I more mone i io increase editors Wl“
a i their ratio inc ses and cr di

i p i anies bOr oW money,

! g ld. hen COmp

i looking to equity
i ith hi debt ratios are better off
" longer Joan them money. Companies with higher

irm’s abili ¢pay long term debt, It
ﬁhancjng to grow their operations. Debt ratios measure a firm’s ability to repay long

fj dNcig . 7 ;
ratio tha ]d cates I C( ar ’S assets that are pl'()V]ded via debt
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vell as th e
we € sum of Current agget. fixed assets and other assetg such as goodwil| (Semiu& Collins,
2011).

222 Total Debt to Total Equity

Tot. - . ; .

al debt to total of ereditars fund iy relation to
be lower: because the lower the ratio the
higher the level of firmg financing thay js being provided by shareholders and the larger the

Cushion (margin of Protection) in the even of shrinking asset values or outright losses, This a

Measure of hoyy much suppliers, lenders, creditors and obligors have committed to the company

VErsus what shareholders have commieq (Kurfi, 2003). Tota| debt to total equity refers to the

ratio of debt to equity capital of 4 Company. As a resyly of the payment of interest and repayment

ofprincipal amount of the debt, 4 large part of the firm’s cag

h flow would decrease (Magpayo,
2011).

The debt to equity ratio shows the percentage of g €ompany’s financing that comes from

creditors and investors, A higher debt to equity ratio indicates that more creditors financing

(bank loans) s used than invesiors financing (shareholders). The debt to €quity ratio is
considered a balance sheet because all of the elements are reported on the statement of financial
position, Each industry has different debt to equity ratio bench marks, as some industries tend to
use more debt financing than others. A debt ratio of 0.5 means that there are half as many
liabilities as there is equity. In order words, the assets of the company are funded 2 to [ by

investors to creditors, This means that investors OWn 66.6 cents on the dollar (Erasmus, 2008).

Companies with a higher debt to equity ratio are considered more risky to creditors and
investors than companies with a lower ratio. Unlike equity financing, debt must be repaid to the
lenders. Since debt financing also requires debt servicing or regular interest payments, debt c.an
be & far cheaper form of financing than equity financing. Creditors vie\.v a higher debt to edq‘rlty
falip g5 risky because it shows that investors have not funded the operations as muc‘h as (;re ;;r:
have, other words, investors do not have as much skin in the game as the creditors do. |
uld mean thag investors do not want to fund the business operations because the company is

any is seeking
Not performing well. Lack of performance might also be the reason why the company

for EXtra depy financing (Stanford,

EDOQ)A
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2.2.3 Short Term Debt to Total Assets

This ' i
measures how relative short-term debts to total

Some scholars argued that
improving itg performance, The short term debt to

g asset of a firm are to he repaid within
- the shorter the debt the better the firm is in

&2 total assets ratio is a measure of the financial
"3 &
age of the Company. It tells what percentage

Short term deht is debt due for repayment wit

the long term liabilities fi

of the assets is financed by short term debt,
hin or less than 12 months and is not included in
gure on the st

atement of financial position, It includes ecreditors and
aceruals (Akinyomi, 2013).Sh

ort term debt to total assets ratio is the ratio that represents the

financial posit; 8 's abili i
position of the company’s ability to meet its current financial requirements. It shows the

ercentage of any assets i G i i
P nage of company assets that are financed with loans and other financial obligations that last

over a year.

The short term debt ratio is calculated by dividing current liabilities by total assets. Both of these

numbers can easily be found in the balance sheet. A lower debt ratio usually implies a more

stable business with the potential of longevity because a company with lower ratio also has shott

term debt.
2.2.4 Long Term Debt to Total Assets

Long-term debt to total assets measures the relative weight of long-term debt to the
capital structure (long-term financing) of a firm’s long-term debt to- total assets, Long term debt
to total assets ratio is the ratio that represents the financial position of the company’s ability to
meet its financial requirements. As this ratio is calculated yearly, decrease in the ratio would
denote that the company is faring well, and is less dependent on debts for their business needs
(Kurfi, 2003). The higher the level of long term debt, the more important it is for a company to
have positive revenue and steady cash flaw. It is very helpful for management to check its debt

Sttucture and determine its debt capacity (Akinsulire, 2014),

The long term debt to total assets ratio is a measure of the financial leverage of a
i § nths and is not included in the
fompany, Long term debt is debt due for repayment in over 12 mor

i ; , but not
“Uent liabilities figure on the balance sheet. It includes mortgages and long term leases
2013). A high ratio usually indicates a higher degree of

¥neral trading liabilities (Akinyomi, Potential

P interest obligations.
hUSiness risk because the company must meet principal and interest g 3 i

B : bt position. However,
Steditorg are reluctant to give financing to @ company Wwith a high debt p
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magnitude of depy depends on the t

_ ¥pe of busine
ratio but

, ss. For example,
1ts assets are generally |iquj

because its eamnings are more stable (Khalaf, 2013),

2.2.5 Equity

Equity i e di

” quity is the difference between the values of the assets/interest and the cost of the

iabilities i ; i
GFsometIung owned. In accounting context, shareholders® equity (stock holders equity,

Iders capital or simi
divided among individual shareho)

shareholders® f ;
unds, shareho ar terms) represents the cquity of a company as

ders of common or preferred stock (Kurfi, 2003), Accounting
¢ cheapest risk bearers as they deal with the publ
OWners™ equity consists of the net

sharcholders are : i :
e th ic. In financial accounting,

asset which is the difference between the total assets of the

entity . N T . . ’ s
ntity and all its liabilities, Equity usually appears on the statement of financial position which is

one of the four Primary financial statements. The assets of an entity can be in tangible and

intangible items. Intangible assets include items such as brand names, copy rights or goodwill.

Tangible assets include land. equipment and cash (Akinsulire, 2014).

Equity is the residual interest in the assets of the entity after deducting all the liabilities
(IASB frame work). Equity is what the owners of an entity have invested in an enterprise. [t
represents what the business owes to its owners, It is also a reflection of the capital left in the
business after assets of the entity are used to pay off any outstanding liabilities. This is what the
owners take home in the event of liquidation of the entity (Erasmus, 2008). Equity is the owners'
value in an asset or group cf assets. It is also refers to the value of the assets contributed by the
owners. This is added to the total income earned and retained by the company to give the
company’s total equity value. This description of equity is correct but very simplistic, A more
profound description is really that used by home owner, that is, owners™ value in an asset ot

group of assets. It is calculated by total assets minus total liabilities

13 Concept of Financial Performance ; 1
1 i onom
Afirm’s financial performance is of importance to investors, stakeholders and the ec ¥

3 ! i at is performin
large, Investors are interested in the returns for their investment. A business th p g

d crease the
| ance
nng be[tel Ie“ard to the]r aneS[OlS Financial pC form cola N C

. i i rs and creating more
Meome of its staff, rendering quality product or services to its custome

te
erformance can genera
Ml in the environment it operates. A company that has good p
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Can in turn create emplovment and
2 g S performance is the ability of a firm to achieve its objectives
resources. According 2 :

- g to Rahy] (1997 a company’s performance is its ability to achieve jts target
objectives from jtg available resourees.

Suleiman (2013) viewed a firm’s perform

ance as the result of g company’s assessment or
strategy of Vi i i

gY on how well g company accomplished its goals and objectives. Financial performance
provides a deductive measure o

fhow well a company ¢

an use assets from business operations to
generate revenue. Van Hom (2003) defined financia| performance as a subjective measure of
how well a firm €an use assets from jts primary mode of business and generate revenues. This
term according to Pandey (2001 is used as a general measure of the overall financial health of a
business, Research on the firm’s financial performance emanates from organizations theory and
strategic Management. The notion of financial performance

entity with the leg

is used to describe performance of an
al status of a company.

The concept of financial performance is a controversial issue in finance due to its

multidimensional meaning. In analyzing a firm’s financial performance, emphasis should be

made in form ulating an adequate description of the concept of a financial performance,
Measuring of firms* financial performance is one of the management strategic functions
aimed at satisfying the interest of shareholders and other stakeholders in a company. Firm’s
performance appraisal involves a periodic and systematic evaluation of its operations {0
determine the achievements of the firm’s objectives. Evaluation of a firm’s performance requires
the use of certain principles that may be either internal or external, Internal principles are the
ability of a company to achieve its stated objectives, while external principles refer to the
tomparison of a company with its competitors in the industry in order to develop a good business

Slrategy that will enable the firm compete favorably in the market.

i i ita S C € nat ‘i‘d'
The existing researches on the relationship between capital structure and finane
i * financi formance. Most of the
Performa d different methods of measuring firms' financial performance, M
nece used di
{ mance from the
Previgyg studies on firms™ financial performance measured firm perfors :
i ’s sial performance, The
v company’s financia
Feounti based methods of measuring
ng based or market base 4 . =
i as h include: return o
most €ommonly used performance measures arc accounting based whic

; d Tobin's Q.
setg (ROAY, return on equity (ROE), return on investment (ROI) an
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Accounting hageq g p '
g Measuremen; of performance s the most popularly ysed Returns on Assets

R 1 ~
(ROA) wag Widely ysed a5 was found in the studies of Abbasali,

Mohammeq (20]2), Babalola (
Osuji and Odita (2012, Khalaf

Esfandiar, Milad and

2012), Muhammad‘ Zaighum, Saced and Muhammad (2012),
(2013) and Raheel, Shahnaz, Bashir and Umara (2013).

2.4 Review of Empirical Studies

his Section provides some Insights umicrsmndmg of prior studies done by different

authors ip Various countries gt different periods in the arca of capital structure and
financiaj performance.

2. Asset Tangibility anq finaneial performance,

Asset tangibility refers 1o the physical assets owned by a firm, They consist of a major part of a

firm’s total asser, such as land, buildings, ete, According to Hart ang Moore (1994}, and Libert;

and Sturgess (2018), tangible assets gre characterized by an undeniable low asymmetry of

information when jt comes to deriving their value, and hence they are very suitable to be used as
collaterals in order to obtain external funds. Firms that are faced with limited tangible assets tend
to encounter higher cost in raising external funds, and are forced to save up some internally
generated funds for precautionary motives, which may lead to inefficient use of financial
resources (Bates et al., 2009). In addition to that, since asset tangibility consist of an important
part of collaterals, they may have a significant role in the economic growth of a country due to

the fact that most corporate investments are oriented towards assets (Kiyotaki& Moore, 1997).

Empirically, some studies have investigated the possible relationship between firms® assets
tangibility and financial performance. Sunder and Myers (1999) studied the impact of assels
angibility and some other factors such as growth, on the performance of firms, Using a Sarrl?le
of 157 firms between 1979 and 1981, the research concluded that there is a signi't'lcant‘po.mwe
Bsociation between assets tangibility and both debt ratios and firm performance, SnmllarI?r,
POuraghajan et al. (2012) revealed that assets tangibility is positively related to the firm’s

“erfOTmance measured by ROA and ROE in their sample of [ranian firms.

I SIUdies 1ave Showr ﬂlﬂt tl ere exist a pOS]t]Ve link between ﬂ.SSetS' tal IJ ; Y '
£l igni g 1 1 Ip
: i Q an S]g”lﬁ ant or n
lrm €e, some ()lher StUdICS haS Sh wn Q (o} egative rela onsh

) itun and Tian (2007) for
between assets tangibility and firm performance. This is the case for Zeitun an
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example, where they includeg the possible relationsh;

performance in theiy study of Jordanian firms. Their reg

between assets tangibility and £

p between assels tangibility and firm
ults indicated that a negative link exists
rm’s performance. Abbas et al, (2013) studied the factors that
n Pakistan, and their resy
role played by agsers tangibility in de

found by Mw

affect the perform F fi 1
ance of f i

of firms | Its stipulates that there is no significant

termining the performance of firms. Similar results were

angi and Birundu (2015), where they argue that no significant

between assets tangibility and firm performance in their sample of SMEs in Kenya. With that

ere 1s somehow an inconclusive

relationship exists

being saj i : c
g said, tl idea regarding the relation between asset tangibility
and firm’s performance.

Total Debt to Total Assets and Financial Performance

The total debts to total assels measure the amount of the total funds provided by creditors in

relation to the total assets of a firm. Generally creditors would prefer low ratio for all debts

because the lower the ratio the greater cushion against the creditors losses in the event of

liquidation. There are different views in the literature as to the relationship between total debt to
total assets and financial performance. Gholamreg, Alireza and Alireza (2013) investigated the
association between capital structure and financial performance of companies in Iran. The
population of the study consists of 380 companies listed on Tehran Stock Exchange for 13 years
from 2007 to 2013. To test the hypotheses, the pooled data regression method was used. F and T
statistics were used to test the significance of patterns. The outcome of the study showed a
significant negative relationship between total debt to total assets and financial performance.
Roanne (2013) investigated the effect of capital structure on firm financial performance from
2003 to 2011. The result indicated a significant negative relationship between total debt to total

assets and financial performance. Maniagi, Mwalati, Ondiek, Mesiega and Ruto(2013)

investigated the relationship between firm"s capital structure and performance among a sample
f=)

of 30 companies listed on Nigeria Stock Exchange for the period of 5 years, 2007 to 2011. The

b . f listed
tesults revealed that total debt to total assets ratio significantly influence return on assets o

iz Jawad and Zahid (2013) examined the determinants of

firms ; o ;, Imran, Hal '
i Wairobi. Weags, The result revealed that total debt to

fnange] performance of textile and food sector in Pakistan. o
ip with financial performance at 3% lev

al structure
to 2011.

Ohl ass / tive relationsh
ets has strongly negativ . .
. 3) investigated the impact of capit

Signify or and Bariweni(201 :
cance. Appah, Okoroafor ock Exchange for the period 2005

" Merformance of 32 quoted firms in the Nigerian St
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In addition, S: 3 i i
- Saeed et al (2013) studied the impact of capital structure on performance of listed

banks in Pakistan for the period of 2007-2011. The finding showed that total debt to total assets
has a strong positive relationship with financial performance. Akinyomi (2013) studied the effect
of capital structure in Nigeria. Data was obtained from annual reports of the companies from
2007 to 2011. Correlation analysis was employed in analysis the data. The finding revealed that
total debt to total assets has significant positive effect on financial performance. Jude (2013)
studied the impact of capital structure on financial performance of 30 listed manufacturing firms
in Sri Lanka from 2008 to 2012, The findings revealed that there was no significant relationship
between total debt to total assets and financial performance, Abdullah (2014) investigated the
impact of capital structure of 74 firms on financial performance in Saudi Arabia for the period
2004 to 2012. The result of the regression showed that total debt to total assets has significant
relationship with financial performance.

Mwangi. Makau and Kosimbei (2014) investigated the relationship between capital
structure and performance of 42 non-financial companies listed in the Nairobi Securities
Exchange, Kenya. The study used panel data extracted from the annual reports and financial
staternents of the sampled listed firms, and employed random effects model and feasible
generalized least square (FGLS). The results showed that total debt to total assets has significant
negative relationship with to financial performance. innocent, [kechukwu and Nnagbogu (2014)
conducted a study on the effect of financial leverage on financial performance of quoted
pharmaceutical companies in Nigeria for the period 2001- 2012, The study utilized secondary
data sourced from financial statements of three pharmaceutical companies. Descriptive statistics,
regressions were employed in order to determine the

Pearson correlation and multiple

i i total
welationship between financial leverage variables and performance, The results showed that

: 7o iy} .
debt to total assets has negative relationship with financial performanc
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with financial performance, Majng and Ishmail (2014) examined the relationship between capital

structure and financial performance of all the firms listed at

Nairobi Securities Exchange from 2002 10 201 I. The result generated from the output of Gretl

statistical software indicated a negative relationship between total debt to total assets and

financial performance. Lawal, Edwin, Kiyanjui and Adisa (2014) studied the effect of capital

Structure on performance of manufacturing companies in Nigeria for the period 2003 to 2012.

The result of the regression revealed a negative relationship between total debt to total assets and

financial performance.

Furthermore, Harwood (2015) examined the cffect of debt on the performance of
commereial banks listed on Nairobi Securities Exchange. The study used longitudinal research
design on 11 commercial banks and analyzed the data using SPSS version 16.0. The regression
result revealed that total debt to total assets has negative relationship with firm performance.
Aransiola and Oluwadetan (2015) examined the relationship between capltal structure and
profitability of quoted manufacturing companics in Nigeria, Using data extracted from the
Nigerian Stock Exchange fact book and annual reports of the selected companies. The study
showed that there is negative relationship between total debt to total assets ratio and financial
performance. Mathanika, Virgina and Paviththira (2015} investigated the impact of capital
structure on firm value of listed manufacturing companies in Sri Lanka. Secondary data was
extracted from the financial statements of 15 companies.

The result indicated that total debt to total assets has insignificant association with financial

performance.

Short Term Debt to Total Assets and Financial Performance

This measures how relative short-term debts to total asset of a firm are to be repaid within an
accounting period. Some scholars argued that the shorter the debt the better the firm is in
mproving its performance. Abdul (2010) examined the relationship between capital structure
decisions and firm performance of the engineering sector in Pakistan. The results showed that

hOrt term debt to total assets has insignificant relationship with firm financial performance.

Lorpey and Kwanum (2012) investigated the effect of capital structure an performance of

. insignificant
r[“““*fac’curing firms listed on Nigerian Stock Exchange. Mhe study found insig
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. ) al short term debt to total assets has insignificant
relationship with financial performance. Akinvomi (2013) studied the effect of capital structure

on financial performance in Nigeria. Data was obtained from the annual reports of the sampled
companies from 2007 to 2011. The result indicated a positive relationship between short term
debt to total assets and financial performance. Appahet af (2013) examined the impact of capital
structure on operating performance of quoted firms in the Nigerian Stock Exchange. They found
that short term debt to total assets has significant negative relationship with financial:

performance.

Abdullah (2014) investigated the impact of capilal structure on performance of 74
companies in Saudi Arabia the period 2004 to 2012, The result of the regression showed that

shart term debt to total assets has significant relationship with financial performance. Khalaf
{2013) investigated the relationship between capital structure and firm performance across

different industries using a sample of 45 manufacturing firms in Jordan for the period 2005 to
=}

2009. The result revealed a negative and insignificant relationship between short term debt to
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Theoretical Framework

The pioneering work on capital structure theory emanates from Modigliani and Miller (1958).
That theory provides the groundwork from which much ather thinking later developed. Based on
an arbitrage argument, Modigliani &Miller (1958) ascertained that with the existence of perfect
capital market, the capital structure decisions would have no impact on the value of the firm.

Arbitrage, they argued would ensure that an individual’'s exposure 0 risk would not change

T . However, there was a reaction
because home-made leverage was as good as corporate leverage. However,

to Modigliani and Miller’s irrelevance theoty that questioned the applicability of arbilrage

process and the assumptions they made of a risk-less world that are somehow unrealistic. The

y favors the neutrality
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pecking order theory

A pecking order framework is intende i
Majluf 1984). T i tended to explain variations in capital structure (M
ajiu . Ihe pecking orde cory | e i
¢ order theory is characterized by the coneept of i f} i
3 of information

rgers and sharehold
‘ sha ers (Frank &Goyal, 2009; Baker &
Martin, 2011). Several scholars have nuanced th s

asymmetry prevailing among firm man;

¢ evidence within whict e i

) o h there is an advance
mprehension of firm activitics by

comp Activities by managers as compare to the external investors concerning

firm’s future a rospec -
1L PR al.. 2015). Specifically, this theory exhorts the fact that internal
funds are preferably used by firms contrarily to external funds that comes as a compliment to
insufficient retained carnings (Myers, 1984: Myers &Majluf, 1984). Besides, the issue of
external equity by firms could be viewed as a potential loss of control by the owners of the firm,

which could be costly to the firm as a whole.

The information asymmetry that exists between corporate managers and shareholders is
minimized by issuing debt (Lemmon &Zender, 2010). Managers with positive expectations
about the future, whose stocks are undervalued, will opt for debt rather than equity since they

believe their company is worth more than the current value. Hence, by issuing debt, firms will

use the excess free cash flow to settle interest payments, instead of repurchasing shares which

may be costly in case stock prices appreciate. However, managers may 1ssue equity when they

are not able to obtain more debt even if they believe that their stocks are undervalued (Lemmon

&Zender, 2010). As the requirement for external financing will increase, the firm will work

down the pecking order, starting with debt issuance, and finally 0 equity as a last resort (NErS
&Majluf, 1984).
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order 3 s anegative relation between f ek

mancial leverage and firm performance.
Trade-off theory

The study of Modigliani and Miller Y 5
It Cﬂc)oumnu ”:L dLd:lk\zli::Ifj;iltnljl(fl .\h\ccrtum 1?1:!1 debt 1"|—n:mcing has benefits of tax shield
= st expenses from the firm pre-tax income. It is through
this that the trade-oft theory stipulates that optimal capital structure can be determined by
balancing the benefits and cost associated with debt financing. Hence, it may reduce the agency
cost, threatening the firm of liquidation which can cause personal losses such as reduction in
salaries, lass of reputation, perquisites among others, as a result this motivates managers to work
efficiently and generate enough cash flow to pay interest payment (Grossman & Hart, 1982;
Williams. 1987). Therefore, according to this theary firms that are more profitable have greater
income to shield and thus are expected 10 indebl more to take tax advantages. Consequently, &

positive link is to be attained between debt level and firm’s profitability (i.e. performance).

Studies by Myers (1984) and Cornett and Travlos (1989) argued that even though firms can

benefit from tax discount through an increment of their debt level, cach firm is supposed to move

toward their own optimal capital structure, which can mean either going in for more or Jess debt.

Mareover, the negative incidences of leverage on the performance of firms are recognized by the

trade-off theory. Thus, the payment of interest negatively affects firms’ liquidity and financial

/ i rs.
performance, which increases the financial risk in terms of bankruptey and insolvency (Myers,
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L s, 2005; Brealey et als . ;
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patti (2006) and Fosu (2013). g ¥ rtesearchers like Ber,
Market timing theory
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low interest rates (Graham & Harvey, 20
( n & Harvey, 2001: Baker & Wurgler, 2002), Consequently, the resulting
fluctuations that arise i e market h i ’
s¢ m the market have an influence on firms™ choice of capital structure. The

market timing theory equally supposes that economic actors are irrational (Baker & Wurgler,
2002). Hence, they supplied evidences that equity market timing has a predominant effect on the
firm leverage. Indeed, a market timing measure is defined by weighted average of external
capital needs over the past {ew years where the weights used are market Lo book values of the
firms. They discovered that changes in leverage are strongly and positively related to their
respective market timing measure. hence it was concluded that the capital structure of a firm is
the cumulative outcome of the past attempts 10 time the equity market. Several literary backups
support market timing theory in a supposition that manager of companies wait for the optimal or
best market condition, that stocks’ position ameliorate in the market before any new issuance,

and also before issuing new stocks firms first of all optimize their performance (Jahanzeb et al,

2013). Indeed, based on the market conditions the market timing theory assumes that the relation

between leverage and firm performance alters following the economic environment.

Theugh the above theories are often criticized, they fermain amang those that are often used due
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p ¥ recommended that investor should considered financing structure at the
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prempeh. Sekyere&Asare. (2016) found that short term, long term and total debt has negative
effect on firms performance. implication of this finding showed that firms uses more of debt to
acquire asset which can easily be jeopardized in continually using mare of debt to finance their

operational activities. Furthermore. Nwaolisa&Chinjindu (2016), using ordinary least square

(OLS) regression techniques, maintained that return on asset, return on equity, profit before tax

and earnings per share are negatively associated with financial structure profitability of oil and 1
gas firms. This finding jmplies that oil and gas [irms in Nigeria use more of equity and debt in

their operational activities. Mwangi, Willy & Patrick (2016), concluded in their study that

financial structure affect the financial performance of the firms listed on the East Affica

Securities exchange directly or indirectly.
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using retur quity as indicators of corporate performance. The regression analyses further
0 1 o alats chi > ST ]

revealed negative relationship between the company profitability and use of debt in financing the
business operation.

Ken-Ndubuisi, Ifechi&Onyema (2018) carried out a study between financial leverage and asset
growth. The regression analysis indicate a significant negative relationship between leverage and
asset growth, indicating that investing with leverage has negative influence on the asset growth
of the firm. Joseph (2018) studies the elfect of financial leverage on firm performance. The study
revealed most businessmen in developed and developing country as well as limited liability
companies preferred to run their business with their personal funds; donations, from family
members and share capital respectively. The finding therefore revealed a mixed result. Omollo,
Muturi, & Wanjare (2018) analyses the effects of debt indicators namely short term, long-term

; on equity as
and total dCbl on firm fmancial performance using return on asset and return on €q Yy
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MacCarthy&Ahulu (2019) examined whether capital structure affects firms performance in
Ghana using panel data of listed firms on Ghana stock exchange from 2009-2018. The
resultshowed a significant and negative effect between capital strueture and firms performance.

The study concluded firms should use equity capital to finance their operations that

concentrating on the use of debt capital. Implication of this showed that every increase in debt
financing lead to decrease on return on equity of the firm. Kenn-Ndubisi, [fechi&Nweke (2019)
empirically examine the effect of financial leverage on selected indicators of firm performance in
Nigeria using total debt to capital ratio, debt to equity ratio as a proxy for financial leverage
using pooled regression model, fixed effect model, random effect model and marginal model.
Findings showed mixed result among the variables used in relations to negative and positive. The
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implication of this study finding is that some of the variables use does not o

impact on the firm financial performance while some have negative influence on the
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: ‘ g y and s antly impact firm values
i /. Therefore, firms in the see
statistically clore, firms in the sector should reduce their source of capital structure in

relation to debt to finance their firm operational activities in other to avoid more debt Oladeji,
Tolulope, Ikpefan&Olokove (2013) empirically analyses the impact of capital structure on firm
performance in Nigeria from 2003- 2012 using secondary data of six petroleum companies. The
fived effect estimation result revealed negative relationship between leverage and firm
performance. The study concluded among others that industry should desist from relying on the

use of more equity to finance their business

Apkarhuere, Eze&Unah (2015) found positive relationship between capital structure and retain
earnings in their study effect of capital structure on retained earnings in oil and gas sector.
Oke&Obalade (2015) carried out a study title Testing the validity of optimal capital structure

theory in Nigeria listed oil and firms industry, were it was found that highly profitable firms uses

more debt to fiancé their business because of the tax shield advantages and the little risk of

bankruptey that will be involved. These implied that Tax shield has a higher advantage in
i X i : ill
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CHAPTER THREE

RESEARCH ME
MET
3.1 Introduction HODOLOGY

This chapter discusses the methodology

adopted for h
rces of e study. The ct
method and sources of data collection, discusses the research desi ; e
S¢S searc) esign, POpm

ation of the study,

le size and sampling techniques. statict:
samp pling miques. statistical tool for data analysis, variable
ysis, S measurement,

and model specification of the study. The ch

4 apter also highlights the robustness tests conducted
on the data used for the study.

3.2 Research Design

Correlation rescarch design was adopted based on positivism paradigm. This is because
the study attempts to measure the relationship between capital structure and financial
performance of listed deposit money banks in Nigeria. Correlation design does not only establish
relationship between variables but show cause and effect relationship between dependent and

independent variables.

3.3 Population and Sampling Procedure of the Study
The population of this study consists of all the deposit money banks listed on the Nigerian Stock
Exchanee as at December 2020, For the purpose of this study, stratified and random sampling

i i rms i arket. ample
techniques are used considering the sectorial grouping of firms in the stock market. The samp.

size of the study is six listed money deposit banks drawn from the defined population.

3.4 Sources and Method of Data Collection .
a. The data were obtaine
and Nigerian Stock Exchange Fact Book.

d from the annual reports and
This study used secondary sources of dat

counts of the sampled depo « money banks
Seco “;: d . | e e ol o variables under study Cross-sectional/time
f the varl :
1y data were used due t© the natur t i
Cries data we nn counts of the banks for the purpose of
i fir annual reports and ac
series data were extracted from the a

ariables of the study. Pane
mply observed by P

| data were used in the study in
assessing the relationship between the v

ot be si
order to detect and measure effect that cann

ure cross section or pure

s of change and complicated behavioral

. dynamic
time series data. The data alsO suited the study dy

Pattern (Gujarati & Porter, 2009
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3 5 Tech“iquE of Data Anal\,sis
panel multiple regress;
Sl ESS10N wag used
: to analy
Yze t

perween the variables. Multiple re !

e data | .

as considere " Order o establigh relationship

: i ) ered appropriate in vj

hel ationship between yar oy
P, variables y

ffect relationship ‘ables. but shows the effect cause and

. N

aression w,

ps in not only establishing re| of the fact that i
a 1t

3,6 Variables Measurement

The variables of the study consist of dependent v

ariable, financial I
: | ‘ . linancial perform
return on assets (ROA), and independent vari p "

able, capital struc i

- capital structure proxied by total debt t

sets (TDTA). total de al equi DTE ‘ oh-
assets ( ) ebt to total equity (TDTE), short-term debt to total assets (STTA), The
measurement of the variables are contained in table . |

3.2

Table 3. 2: Variables Measurement and Definitions

Nature of Proxies Variables
variable measurement and
source
Capital Independent Total debt to Total  liabilities/Total
structure Variable total assets assets (Vishnu Prasad
G,
2019)

Asset Fixed asset/total asset

tangibility (N. Narsaiah, 2020)
Total _ liavilities/Total
equity (Vishnu Prasad
G,

2019)

Total debt to

total equity
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//— 

ROA Earnings before interest
Fillzlm:iﬂ1I Dependent and  tax/Total  assets

formance Variable (Abor 2008)
T

Pel
3.7 Models Specification
Wl L .
The model that will be used in testing the hypotheses of the study is presented
below:

ROAit = B0 + BITDTAI + B2TDTEIL + B3TANiL + € it
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DATA ANALS?I’;PTER FOUR
AND INT
NTERPRET
ATION

4.1 Introduction

This chapter anal
vses i
and interprets the resy]
1s obtaj
ained f

with descriptive statistics 2 for
and correlat; r the study, The e
) relation matrix. |t ¥. The chapter beging
giscusses the findings in | ' en present
S ight of prov: s the repress;
= & . o 5 S1 >
. Previous studies. The cha e
policy implications of the findi apter concludes with highl;
nes S with hlgf‘lhgh[ 3
=9 of the

4.2 Descriptive Statistics
The summary of the descripti
) scriptive statistics of :
S ¢ variables

41 -
are presented in table

The full results are contained in appendix (I1A)

Table 4.1 Descriptive Statistics

Variables i
Min. Max. Mean Std. D
ROA . ey,
e -5.265 14.573 0.2364194 1.26342?;
0.043 19.6572 6.987807 7.151588
TIDTE
! 0.030 72.155 8.203064 10.15754
TTA
0.110 56.932 1.747409 6.034367

S0 :
URCE: Extract from STATA Quiput, 2021

Table
4.1 presents the descriptive statistics for the dependent and explanatory variables.

maximum values of -5.265 and

Fro
m t > vim
he table, return on assets has minimum and

as the standard deviation value of

1
lue of 0.2364 as well

457 .
3 Respectlvely and the mean va
deviate from the mean value

1.2
684. The standard deviation of 1.2684 signifies that the data

dispersion of the data from the mean

fig ; '
M both sides by 1.2684 implying that there is a wide

i,
au
8¢ standard deviation is higher than the mean value.
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The table alsq shows they the

mean of the oty debt

to total assets of the sampled

6.9878 with standarg devi it

ation of 7.1516, and mipi
- . 316, a Mmum and maximum values of 0,043 angd
6572 respectively. “his impl; i A

3 S Implies that the performance of the firms in terms of tota] debt to total

assets is on averape 6.987 i
g 8, and the standard deviation value indicates that the total debt to total

assets of the sampled fipme da
4 pled firms deviates from the mean valye from both sides by 7.1516 implying

that there is signifi ispersi i i
ghinicant dispersion of (e data from the mean because the standard deviation is

higher.

Moreover, the table shows that the mean of (he total debt to (otal equity of the firms is 8.2031
with standard deviation of 10, 1575. The minimum and maximum values are 0.030 and 72.755
respectively. This implies that total debt to total equity of the sampled firms is on average
8.2031, and the standard deviation value indicates that the value deviates from the mean from
both sides by 10.1575, implying that there is significant dispersion of the data from the mean
because the standard deviation is larger.

Finally. the table portrays that the short term debt to total assets has an average value of 1.7474
with standard deviation of 6.0344, The minimum and maximum values are 0.011 and 56.932
respectively. The standard deviation indicates that the value of short term debt to total assets of

the firms deviates from the mean value from both sides by 6.0344. This further implies that there

is widely dispersed data from the mean because the  standard deviation is large.

4.3 Correlation Matrix =
The correlation matrix explains the degreel of relationship between the dependent and

independent variables of the study as well as the independent variables among themselves. The

Sum £ the associations among the variables of the study is presented in table 4.2, while the
mary o

full result is attached as appendix (I1B)
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Table 4.2 Correlation
Variables ROA

TDTA 0.0191 1
(0.7958)

TDTE 0.2323 -0.2766 1
(0.0014) (0.0001)

STTA 0.5110 0.2065 0.5706 0.4732 1
(0.0000) (0.0047) (0.0000) (0.0000)

SOURCE: STATA QOutput, 2027

Table 4.2 reveals that tota] debt to total equity and short term debt to total assets of the firms are
positively and strongly correlated with return on assets, The values of 0.2323 and 0.5110 of the
variables indicated p-values of 0.0014 and 0.0000 that are all significant at 1% respectively. In
contrast, total debt to total assets and long term debt to total assets respecti\;ely have positive
relationship with return cn assets that is not statistically significant.

The relationship of the independent variables among themselves indicates that total debt
to total equity and total debt to total assets are negatively correlated among themselves. On the
other hand, the relationship between short term debt to total assets and total debt to total assets,
and total debt to total equity, short term debt to total assets and total debt to total equily, and
short term debt to total assets are positively related among themselves,

: : iscussi f Findings
4.4 Analysis of Regression Results and Discussion o ; 2y J .
Table 4 §present5 ét!he summary of the fixed effect multiple regression results obtained while the

full vesults are shown in appendix (I1E):
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Table 4.3 Regression Results
Variables Coefﬁcient

T-Values P-Valyeg Tolerance VIF
bt ||| A
Constant 0.5994104 258
: 0.011

TDTA #

0.0550336 -2.19 0.030 0.721016 1.39
TDTE ui .

0.0206729 -0.94 0.348 0.465383 2.15

TA

S;p 0.2017568 7.89 0.000 0507822 1.97
R 0.4995

Source: STATA Output, 202

Table 4.3 shows that the functional relationship between the dependent and independent

variables is:

ROA=0.5994 - 0.0550TDTA -0.0207TDTE + 0.2018STTA

The table showed that total debt to total assels has negative significant impact on the
financial performance of listed money deposit banks in Nigeria, This can be observed from the
value of beta the coefficient of -0.0550336 with p-value of 0.030 indicating that the pvalue is
statistically significant at 5%. This implies that total debt to total assets as ane of the proxies of
capital structure that significantly affect the financial performance of listed money deposit‘banks
in Nigeria. The results serves as a basis for rejecting the first hypothesis, which states that total
debt to total assets has no significant impact on the financial performance of listed money deposit
banks in Nigeria. The result supports? the findings of Song (2006), Fosberg and Ghosh (2006),
Zaitun and Tain (2007), Ebaid (2009), Mramor and Cringoji (2009), Heydar et al (2012) and

Abolfaz] ef al (2013) who found that total debt to total assets is negatively and significantly
azl et a

. ’ ika et al (2015)
Bssociated with performance of firms and the findings of jude (2013) and Mathanika ¢ (

i ; al assets and financial
o foung positive insignificant relationship between total debt to fot

Performance.
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The table also rey
ealed
that tota] depy {0 total equity s negative ingign;
the financial performance op listed ' e
¢d money deposit banks in Nigeria, This can b
i Nigeria. an be seen fiy
value of the beta coefficient of ~0.0206729 i

with p-valye 0f 0.348 indicating that the p-value is

not statistically significan. This implies

at total debt to toq] equity does not have significant

effect on the financia] pepfa- Cthe fi
performance of the firms. The resylt could not provide sufficient evidence

to reject the second hy esis, whi
Ypothesis, which states that total debt (o total equity has no significant

impact on the i ial performance of Jj
p nancial performance of listed money deposit banks in Nigeria. This is in line with

the findings engiz,  Yunus.andSukri
indings of Cengiz, YunusandSukriye (2013) who reported negative insignificant

relationship between total debt to total equity and firms” financial performance. The result is
however in contrast with the findings of Gholamreg et al (2013), Sulieman (2013), Amara and
Bilal (2014) and Maina and Ishmail (2014) who found that total debt to total equity is negatively
and significantly associated with performance of firms and the findings of Heydar (2012),
Karadeniz et al (2012), Simon and Afolabi (2012), Khalaf {2013) and Idode et al (2014) who
found a positive significant relationship between total debt to total equity and financial

performance.

Finally, the table revealed a value of beta coefficient of 0.2017568 with p-value of 0.000
for short term debt to total assets ratio. This signifies that short term debt to total assets has
strong positive influence on the financial performance of listed money deposit banks in Nigeria
at 1% level of significance. The result implies that short term debt to total assets increase the

financial performance of the banks. The result provides evidence of rejecting the fourth
2

hypothesis that assumed short-term debt 1o tolal assets has no significant impact on the

o e findings of
Performance of listed Money deposit banks in Nigerfa. The result is in line with the findings

d positive
i (2013), Maina and Kondonga (2013) and Abdullah (2014) who reported pos

: o il

tio and firms™ financia
f - bt to total assets ra
Hnificant relationship between short-term de

a7




The table also revealed that (g debt to (pty

I'equity has negative insignif

the financial performance of listed money e

d i S in Niser:
. €posit banks ipn Nigeria, This can be seen from (he
value of the beta coeffin:.
efficient of -0.0206729 With p-value of g 348 indicati
i - =2%0 Indicating that the p-value is
not statistically sionif; is impl;
¥ significant. This implies that total depy 5 total equity does not have significant
significan
effect on the financial perfore. the 1}
1al performance of the firms. The result could not provide sufficient evidence
to reject the s . esis, whi
y econd hypothesis, which states tha total debt to total equity has no significant
impact on the financial performaee i i
ancial performance of listed money deposit banks in Nigeria, This is in line with

the i engiz, Yunus Sulkri 3
findings of Cengiz, \umls,nndbukrl)'c (2013) who reported negative insignificant

re]ationship between total debt to total equity and firms® financial performance. The result is
however in contrast with the findings othoIamreg et al (2013), Sulieman {2013), Amara and
Bilal (2014) and Maina and Ishmail (2014) who found that total debt to total equity is negatively
and significantly associated with performance of firms and the findings of Heydar (2012),
Karadeniz et al (2012), Simon and Afolabi (2012), Khalaf (2013) and Idode et al (2014) who
found a positive significant relationship between total debt to total equity and financial
performance.

Finally, the table revealed a value of beta coefficient of 0.2017568 with p-value of 0.000
for short term debt to total assets ratio. This signifies that short term debt to total assets has
strong positive influence on the financial performance of listed money deposit banks in Nigeria
at 1% level of significance. The result implies that short term debt to total assets increase the

financial performance of the banks. The result pravides evidence of rejecting the fourth

[ o impact on the
hypothesis that assumed short-term debt to total assets has no significant imp

v, ol esult is in line with the findings of
Performance of listed Money deposit banks in Nigeria, The result is in line with the g

ted positive
Akinyom; (2013), Maina and Kondongo (2013) and Abdullah (2014) who reporte e

m debt to total assets ratio and firms™ financial

gnifican relationship between short-tert
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performance. The regyly contrary o (he findings o

£ Abduyl (2010)
and Kha]af(EOlS)

- Lorpey ang Kwanum (2012)
who found that short-term debt to togy

L assets is negatively angd ins:’gniﬁcantly
associated with Performance of firms,

Furthermore, the coefficient of determination g2 which stands ar 5094 indicates the
proportion of the tota| variation jn dependent variable (return on assets) that js explained by the
independent variab|es. This signifies that sgu, of the total variation in financial performance of
listed manufacturing firms in Nigeria is caused by the cambined effect of the ratios of total debt
to total assets. total debt to total equity, long term debt to total asset and short term debt to total

i ining 5 i or factor: caplured i model of the study.
assets; while the remaining 50% is caused by other factors not captured in the mo
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: CHAPT
SU MMARY, CONCLys) P

ONS AND RECop
MEN
- . DATIONS

This study was conducted 1q investigate

of listed deposit money banks in N

chapter discussed

the | t of capi i
Impact of capita structure on finaneja| performance

1geria. The study was divided into five chapters. The first
: the background issues, which led to developing four objectives and
formulfltmg three hypotheses for he research with a seape covering six (6) years, from 2015 to
2020. The review of coneeptual literature and empirical studies on capital structure and

financial or e Bl
performance was carried out. Also, the concept and measurement of firm performance

was discussed as well as the review of the relationship between each of the proxies of the

independent variables and the dependent variable. The thearetical framework that underpinned

the study was also discussed.

Correlation research design was used in measuring the relationship among the variables of the
study. Data was collected from secondary source through the annual reports and accounts of all
sampled banks in Nigerian Stock Exchange that have complete financial records either on their
website or in the office of the Nigerian Stock Exchange. Multiple regression was used to test the
three hypotheses formulated by the study. The result of the deseriptive statistics, correlation
matrix and regression were presented, analysed and discussed in chapter four. The regression
result could not provide sufficient evidence for the rejection of hypotheses two that hypothesized
that total debt to total equity ratios have no significant impact on the financial performance of
deposit money banks in Nigeria. The result however provided sufficient evidence for rejecting

. . o o ;
the first. third short term debt to total assets ratios. Finally, the chapter discussed the findings o
5 U1l

e e sevel i light of previous studies and highlighted the policy implications of the findings.
i
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SUMMARY, coney e AP TER FIVE

CLUSIONS AND RE
: COMMEND v
5.1 Summary ATIONS

This study was ¢q : :
) nducted to Investigate the impact of capital strueture !
al's inanci

money banks i Nigeria, The study
chapter discussed (e background issues, which

gt lisled depsst al performance

was divided into five chapters, The first

led to developing fi jecti
» ' g four objectives and
formulating three hypotheses for the rese

2020. The revie

arch with a Seope covering six (6) years, from 2015 to

w of conce . Itors e or iri i
OF conceptual literatupe and empirical studies on capital structure and
financial perfor ce Was carri
al performance wag carried out, Also, the concept and measurement of firm performance

was discussed ag well as the review of the relationship between each of the proxies of the

independent variables and the dependent variable, The theoretical framewark that underpinned

the study was also discussed.

Correlation research design was used in measuring the relationship among the variables of the
study. Data was collected from secondary source through the annual reports and accounts of all
sampled banks in Nigerian Stock Exchange that have complete financial records either on their
website or in the office of the Nigerian Stock Exchange. Multiple regression was used to test the
three hypotheses formulated by the study. The result of the descriptive statistics, correlation
matrix and regression were presented, analysed and discussed in chapter four. The regression
result could not provide sufficient evidence for the rejection of hypotheses two that hypothesized
that total debt to total equity ratios have no significant impact on the financial performance of
deposit money banks in Nigeria. The result however provided sufficient evidence for rejecting
the first, third short term debt to total assets ratios. Finally, the chapter discussed the findings of

i icy implicati dings.
the research in light of previous studies and highlighted the policy implications of the finding
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cial Performance of listed deposit money banks in Nigeria. Thus the stugd
C.~.':C.‘;C‘73Cf that total de i i -
otal debt 1o total equIty is not one of the factors that influence the f
nerfmre F1;

inancial
ormance of listed deposit money banks in Nigeria.

More so. the study found a positive significant relationship between the ratio. of shon-

10 tlotal

asset is amongst the determinants of the

Imance of

“listed deposit money banks in Nigeria.

33 Recommendations

the findings of the study. the following recommendations are made: (i) The

igerian listed deposit money banks should work very hard to optimize the

eir banks in order 1o increase their financial performance. They can do that

1 that their capital structure is optimal.

N ; / i se their commitments
The Manzzemen: of Nigerian deposit money banks should increa

s : ir business
WU short sarm debt 1o total asset in order 1o improve financial performance from their bu

4 isted mone
e, This is ier i widly thic findings of this study that the short term debt of liste Yy

: L= ; 3 itively,
“ %21k in Nigeria influences their financial performance positively
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APPENDIX

Variables M
m. Max
X Mean § ;
ot . Std. Dev.
= 14.573 0.2364194 1.26
: .268423
L 0.043
. 19.6572 6.987807 7.151588
TDTE
0.030 72155 8.203064 10.15754
STTA
0.110 56.932 1.747409 6.034367
Source: Extract For STATA Out put 2021
Variables ROA TDTA TDTE LTTA STTA
ROA 1
TDTA 0.0191 1
(0.7958)
TDTE 0.2323 -0.2766 1

(0.0001)

{0.0014)
0.2065 0.5706 0.4732 1

STTA 0.5110

(0.0047) {0.0000) (0.0000)

t For STATA out put 2021

Source: Extrac

VIF

T-Value P-Values Tolerance
i ~oefficient T-Values
Variables Coe
2.58 0.011
94104
Constant 0.59
0.0550336 -2.19 0.030 0.721016 1.39
L | 206729 -0.94 0.348 0.465383 2.15
-0.0
N 17568 7.89 0.000  0.507822 197
STTA 0.20

50




0.4995

Source Extract For STATA oyt put 2021

51




