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1 INTRODUCTION

1.1 Capital Structure

Capital Structure is referred to as the ratio of different kinds of securities raised by a firm

as long-term finance. The capital structure involves two decisions-

a. Type of securities to be issued are equity shares, preference shares and long term

borrowings (Debentures).These are discussed below

Equity Capital: This refers to money put up and owned by the
shareholders (owners). Typically, equity capital consists of two types: 1.)
contributed capital, which is the money that was originally invested in the
business in exchange for shares of stock or ownership and 2.) retained
earnings, which represents profits from past years that have been kept by
the company and used to strengthen the balance sheet or fund growth,

acquisitions, or expansion.

Many consider equity capital to be the most expensive type of capital a
company can utilize because its "cost" is the return the firm must earn to
attract investment. A speculative mining company that is looking for silver
in a remote region of Africa may require a much higher return on equity to
get investors to purchase the stock than a firm such as Procter & Gamble,
which sells everything from toothpaste and shampoo to detergent and

beauty products.

Debt Capital: The debt capital in a company's capital structure refers to
borrowed money that is at work in the business. The safest type is
generally considered long-term bonds because the company has years, if
not decades, to come up with the principal, while paying interest only in

the meantime.



http://beginnersinvest.about.com/cs/investinglessons/l/blles3intro.htm
http://beginnersinvest.about.com/od/financialratio/a/aa040505.htm
http://beginnersinvest.about.com/cs/bonds1/a/040401a.htm

Other types of debt capital can include short-term commercial paper
utilized by giants such as Wal-Mart and General Electric that amount to
billions of dollars in 24-hour loans from the capital markets to meet day-
to-day working capital requirements such as payroll and utility bills. The
cost of debt capital in the capital structure depends on the health of the
company's balance sheet - a triple AAA rated firm is going to be able to
borrow at extremely low rates versus a speculative company with tons of

debt, which may have to pay 15% or more in exchange for debt capital.

Other Forms of Capital: There are actually other forms of capital, such
as vendor_financing where a company can sell goods before they have to
pay the bill to the vendor that can drastically increase return on equity but
don't cost the company anything. This was one of the secrets to Sam
Walton's success at Wal-Mart. He was often able to sell Tide detergent
before having to pay the bill to Procter & Gamble, in effect, using PG's
money to grow his retailer. In the case of an insurance company, the
policyholder "float" represents money that doesn't belong to the firm but
that it gets to use and earn an investment on until it has to pay it out for
accidents or medical bills, in the case of an auto insurer. The cost of other
forms of capital in the capital structure varies greatly on a case-by-case

basis and often comes down to the talent and discipline of managers.

b. Relative ratio of securities can be determined by process of capital gearing. On

this basis, the companies are divided into two-

Highly geared companies - Those companies whose proportion of equity
capitalization is small.

Low geared companies - Those companies whose equity capital
dominates total capitalization.



http://beginnersinvest.about.com/od/taxes1/a/payroll_tax.htm
http://beginnersinvest.about.com/od/gaap/a/aa091905_2.htm
http://beginnersinvest.about.com/od/samwalton/p/aasamwalton.htm
http://beginnersinvest.about.com/od/samwalton/p/aasamwalton.htm

1.2 Need of Capital Structure

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 could have two effects. First, firms of the same
risk class could possibly have higher cost of capital with higher leverage. Second, capital
structure may affect the valuation of the firm, with more leveraged firms, being riskier,
being valued lower than less leveraged firms. If we consider that the manager of a firm
has the shareholders' wealth maximization as his objective, then capital structure is an
important decision, for it could lead to an optimal financing mix which maximizes the

market price per share of the firm.

Capital structure has been a major issue in financial economics ever since Modigliani and
Miller (henceforth referred to as MM) showed in 1958 that given frictionless markets,
homogeneous expectations, etc., the capital structure decision of the firm is irrelevant.
This conclusion depends entirely on the assumptions made. By relaxing the assumptions
and analyzing their effects, theory seeks to determine whether an optimal capital structure
exists or not, and if so what could possibly be its determinants. If capital structure is not
irrelevant, then there is also another thing to consider: the interaction between financing
and investment. But in order to try to distinguish the effects of various determinants on
capital structure, it is assumed in this paper that the investment decision is held constant.
Having regard to the difference in the risk return characteristics of different sources of
capital, capital structure decision is important due to following reasons:-

e Capital structure affects the financial risk assumed by the firm

e Capital structure affects the firm’s cost of capital

e Capital structure affects the value of the firm by affecting either its expected

earnings or the cost of capital or both.
e Capital structure decision of a firm represents the attitude of its management

towards risk and return.




1.3 Theory of Capital Structure

Determination of an optimal capital structure has frustrated theoreticians for
decades. The early work made numerous assumptions in order to simplify the problem
and assumed that both the cost of debt and the cost of equity were independent of capital
structure and that the relevant figure for consideration was the net income of the firm.
Under these assumptions, the average cost of capital decreased with the use of leverage
and the value of the firm (the value of the debt and equity combined) increased while the

value of the equity remained constant.

Ka

Debt/Equity

Modigliani and Miller showed that this could not be the case. Their contention was that
two identical firms, differing only in their capital structure, must have identical total
values. If they did not, individuals would engage in arbitrage and create the market

forces that would drive the two values to be equal.

Their proof of this proposition was based upon several assumptions (many of which have

subsequently been relaxed without changing the results):

e All investors have complete knowledge of what future returns will be

¢ All firms within an industry have the same risk regardless of capital structure

8




e No taxes (we will relax this assumption subsequently)

e No transactions costs

e Individuals can borrow as easily and at the same rate of interest as the
corporation

e All earnings are paid out as dividends (thus, earnings are constant and there is
no growth)

e The average cost of capital is constant

Since no taxes have been assumed, the operating income (EBIT) is equivalent to

the net income which is all paid out as dividends. Thus, the value of the firm is equal to

_EBIT
k

Vv

a

Since the value of the firm is equal to the sum of the value of the debt and equity,

V=D+E
then
k,V =k,(D+E)
and
E D
k., =k.(——) +k
2 =k(g D) hel(go )

Substituting the last equation into the preceding equation and solving for Ks

D
ks :ka+(ka_kd)E

Thus, ks must go up as debt is added to the capital structure.




-

Debt/Equity

The lesson that is intended by this is that value cannot be created by simply

substituting one form of financing for another.

Subsequent to this analysis, it was pointed out that corporate taxes have an impact
on the valuation. Without going through the mathematics (which is in your textbook),
suffice it to say that the result was that the value of the firm increased with increased
leverage. Specifically,

V=V, +t*D

The fact that the government is a “partner” in the business results in a subsidy when debt
financing is used and a deductible expense (unlike equity payments). When corporate
taxes were taken into account, the average cost of capital was found to decrease with

increased leverage:

10




Delbt/Equity

This implies that a firm should use as much debt as possible. Yet, we do not see
companies using 100% debt. It might be pointed out that during the late 1980s there was
a considerable amount of substitution of debt for equity among firms, particularly in the
case of leveraged buyouts. However, many of those firms subsequently failed (for
example, Unocal) and the typical debt/equity ratio today is similar to earlier levels.

So why do we not see more debt employed by companies? The answer to this
question has been sought by many and two primary proposals have been put forth. First,
bankruptcy costs were invoked as a factor. That is, the more debt a firm uses, the higher
the probability that the firm would default and go into bankruptcy. Therefore, the present
value of bankruptcy costs had to be deducted from the value of the firm. A second factor
was that of “agency” costs, such as the necessity of reporting regularly to lenders (audited
financial statements, bank “monitoring” fees, trustees for debt payments, etc.) that
accompany the use of debt. Both of these costs increase in present value of expected
costs terms as the proportion of debt increases. Another way of viewing these costs is
that the risk of receiving full interest and principal payments increases and thus the
required rate of return of lenders increases. (For example, “junk” bonds often yield

higher rates of interest than the required rate of return on equity for companies with very

11




little debt.) Consequently, the cost of debt increases and the average cost of capital will

ultimately increase.

K. after-tax

K aftertax

Debt.-'Equit';

As can be observed from the graph, a minimum average cost of capital exists, but

exactly where it should be has yet to be determined within a theoretical framework.

So what are the insights that we can gain from this theoretical view of capital
structure? First, we should note that, while debt financing is “cheap” in the sense that
required rates of return on equity will always be higher than the interest rate on debt,
there is a “hidden” cost in that the cost of equity rises as we utilize more debt financing.
This is one reason that using the average cost of capital in valuing a project or company
is more appropriate, even if we intend to borrow all of the money to finance it. While we
may use cheap debt to finance a project, the increased risk to shareholders from
increasing our financial leverage results in an increase in the cost of equity. The average
cost of capital reflects both the cost of debt as well as the cost of equity and thus will
reflect the increased cost of equity associated with the use of more debt financing.

12




The second important concept is that tax-deductible debt financing results in a tax
subsidy by the government. This subsidy adds value to the firm. For example, what is
the “advantage” of being a home owner with a mortgage rather than leasing a home? It is
the taxes that you will save. The reason that Congress eliminated the deductibility of
credit card interest is that it did not want to encourage, through a tax subsidy, the
financing of purchases purely for consumption. On the other hand, the purchase of a
home (which is still tax-deductible) is an “investment”, not to mention the political

consequences of voting to end the subsidy of the American Dream of home ownership.

13




2 REVIEW OF LITERATURE

Anthony (2012) examines the impact of capital structure on financial performance of
Nigerian firms using a sample of thirty non-financial firms listed on the Nigerian Stock
Exchange during the seven year period, 2004 — 2010. Panel data for the selected firms
were generated and analyzed using ordinary least squares (OLS) as a method of
estimation. The result shows that a firm’s capital structure surrogated by Debt Ratio has a
significantly negative impact on the firm’s financial measures (Return on Asset, ROA,
and Return on Equity, ROE). The study of these findings, indicate consistency with prior

empirical studies and provide evidence in support of Agency cost theory.

Esmaeelzadeh, Ahmadifard & Boustani(2012) investigates the relationship between
the selected independent variables (size of company, debt ratio, level of disclosure, and
type of industry) and dependent variable (cost of capital). For this purpose, the
quantitative required information and data have been extracted from the financial
statements of companies listed in Tehran Stock Exchange, and the statistical population
of about 90 eligible companies has been chosen using a classification sampling method.
For data analysis, first the cost of capital was calculated through five models introduced
in the research and then the significance test was done for determining the differences in
results of models. Then the calculations were performed using the excel software, and the
statistical softwares sas.spss-10 were used for the statistical analysis. The results of
research indicate that the accounting evaluation model is considered as the most
appropriate model for calculating the capital cost, and type of industry and the size of

company are selected as the factors affecting the cost of capital.

Antoniou, Guney & Paudyal (2008) investigates how firms operating in capital market-
oriented economies (the U.K. and the U.S.) and bank-oriented economies (France,
Germany, and Japan) determine their capital structure. Using panel data and a two-step
system-GMM procedure, the paper finds that the leverage ratio is positively affected by
the tangibility of assets and the size of the firm, but declines with an increase in firm

profitability, growth opportunities, and share price performance in both types of

14




economies. The leverage ratio is also affected by the market conditions in which the firm
operates. The degree and effectiveness of these determinants are dependent on the
country's legal and financial traditions. The results also confirm that firms have target
leverage ratios with French firms being the fastest in adjusting their capital structure
toward their target level and Japanese firms the slowest. Overall, the capital structure of a
firm is heavily influenced by the economic environment and its institutions, corporate
governance practices, tax systems, the borrower-lender relation, exposure to capital

markets, and the level of investor protection in the country in which the firm operates.

Jong, Kabir & Nguyen (2008) analyzed the importance of firm-specific and country-
specific factors in the leverage choice of firms from 42 countries around the world. The
analysis yielded two new results. First, it found out that firm-specific determinants of
leverage differ across countries, while prior studies implicitly assumed equal impact of
those determinants. Second, although it concurred with the conventional direct impact of
country- specific factors on the capital structure of firms, it showed that there is an
indirect impact because country-specific factors also influence the roles of firm-specific

determinants of leverage.

Lambert, Leuz , Verrecchia (2007) examines whether and how accounting information
about a firm manifests in its cost of capital, despite the forces of diversification. They
build a model that is consistent with the Capital Asset Pricing Model and explicitly
allows for multiple securities whose cash flows are correlated. They demonstrate that the
quality of accounting information can influence the cost of capital, both directly and
indirectly. The direct effect occurs because higher quality disclosures affect the firm's
assessed covariance with other firms' cash flows, which is no diversifiable. The indirect
effect occurs because higher quality disclosures affect a firm's real decisions, which
likely changes the firm's ratio of the expected future cash flows to the covariance of these
cash flows with the sum of all the cash flows in the market. They show that this effect
can go in either direction, but also derive conditions under which an increase in

information quality leads to an unambiguous decline in the cost of capital.

15




Buferna, Bangassa & Hodginkson (2006) provided further evidence of the capital
structure theories pertaining to a developing country and examined the impact of the lack
of a secondary capital market by analyzing capital structure question with reference to the
Libyan business environment. The results showed that both the static trade-off theory and
the agency cost theory are pertinent theories to the Libyan companies’ capital structure

whereas there was little evidence to support the asymmetric information theory

Tong & Green (2005) studied the pecking order and trade-off hypotheses of corporate
financing decisions using a cross-section of the largest Chinese listed companies. The
study is built on Allen (1993), Baskin (1989) and Adedeji (1998) to set up three models
in which trade-off and pecking order theories give distinctively different predictions: (1)
the determinants of leverage; (2) the relationship between leverage and dividends; and (3)
the determinants of corporate investment. In model 1, a significant negative correlation is
found between leverage and profitability; in model 2 a significant positive correlation
between current leverage and past dividends is found. These results broadly support the
pecking order hypothesis over trade-off theory. However, model 3 is inconclusive.
Overall, the results provide tentative support for the pecking order hypothesis and
demonstrate that a conventional model of corporate capital structure can explain the

financing behaviour of Chinese companies.

Deesomsak (2004) contributes to the capital structure literature by investigating the
determinants of capital structure of firms operating in the Asia Pacific region, in four
countries with different legal, financial and institutional environments, namely Thailand,
Malaysia, Singapore and Australia. The results suggest that the capital structure decision
of firms is influenced by the environment in which they operate, as well as firm-specific
factors identified in the extant literature. The financial crisis of 1997 is also found to have

had a significant but diverse impact on firm’s capital structure decision across the region.

Chen (2004) develops a preliminary study to explore the determinants of capital structure
of Chinese-listed companies using firm-level panel data. The findings reflect the

transitional nature of the Chinese corporate environment. They suggest that some of the

16




insights from modern finance theory of capital structure are portable to China in that
certain firm-specific factors that are relevant for explaining capital structure in developed
economies are also relevant in China. However, neither the trade-off model nor the
Pecking order hypothesis derived from the Western settings provides convincing
explanations for the capital choices of the Chinese firms. The capital choice decision of
Chinese firms seems to follow a “new Pecking order”—retained profit, equity, and long-
term debt. This is because the fundamental institutional assumptions underpinning the
Western models are not valid in China. These significant institutional differences and
financial constraints in the banking sector in China are the factors influencing firms'
leverage decision and they are at least as important as the firm-specific factors. The study
has laid some groundwork upon which a more detailed evaluation of Chinese firms'
capital structure could be based.

Bhaduri (2002) studied the capital structure choice of Less Developed Countries (LDCs)
through a case study of the Indian Corporate sector. The objective is to develop a model
that accounts for the possibility of restructuring costs in attaining an optimal capital
structure and addresses the measurement problem that arises due to the unobservable
nature of the attributes influencing the optimal capital structure. The evidence presented
here suggests that the optimal capital structure choice can be influenced by factors such
as growth, cash cow, size, and product and industry characteristics. The results also

con®rm the existence of restructuring costs in attaining an optimal capital structure.

Miguel & Pindado (2001) analyzes the firm characteristics which are determinants of
capital structure according to different explanatory theories, and how institutional
characteristics affect capital structure. They have developed a target adjustment model,
which has then been confirmed by our empirical evidence. It highlights the fact that the
transaction costs borne by Spanish firms are inferior to those borne by US firms. Their
results are consistent with tax and financial distress theories and with the interdependence
between investment and financing decisions; they also provide additional evidence on the
pecking order and free cash flow theories. Finally, the evidence obtained confirms the

impact of some institutional characteristics on capital structure.

17




Pandey (2001) founded the capital structure of Malaysian companies utilizing data from
1984 to 1999. It classifies data into four sub-periods that correspond to different stages of
Malaysian capital market. Debt is decomposed into three categories: short-term, long-
term and total debt. Both book value and market value debt ratios are calculated. The
results of pooled OLS regressions show that profitability, size, growth, risk and
tangibility variables have significant influence on all types of debt. These results are
normally consistent with the results of fixed effect estimation with the exception that risk
variable loses its significance. Unlike the evidence from the developed markets,
investment opportunity (market-to-book value ratio) has no significant impact on debt
policy in the emerging market of Malaysia. The results are generally robust to time
periods, but the significance of some variables changes over time. Profitability has a
persistent and consistent negative relationship with all types of debt ratios in all periods
and under all estimation methods. This confirms the capital structure prediction of the

pecking order theory in an emerging capital market.

Fama & French (1999) estimates the internal rates of return earned by nonfinancial
firms on (i) the initial market values of their securities and (ii) the cost of their
investments. The return on value is an estimate of the overall corporate cost of capital.
The estimate of the real cost of capital for 1950-96 is 5.95 percent. The real return on
cost is larger, 7.38 percent; so on average corporate investment seems to be profitable. A
by-product of calculating these returns is information about the history of corporate
earnings, investment, and financing decisions that is perhaps more interesting than the

returns

Majumdar & Chhibber (1999) examined the relationship between the levels of debt in
the capital structure and performance for a sample of Indian firms. Existing theory posits
a positive relationship; however, analysis of the data reveals the relationship for Indian
firms to be significantly negative. The structure of capital markets in India, where both
short-term and long-term lending institutions are government-owned, is hypothesized to

account for the finding of this relationship, and it asserted that corporate governance

18




mechanisms which work in the West will not work in the Indian context unless the

supply of loan capital is privatized.

Harris & Raviv (1991) surveys capital structure theories based on agency costs,
asymmetric information, product/input market interactions, and corporate control
considerations(but excluding tax-based theories).For each type of model, a brief overview
of the papers surveyed and their relation to each other is provided. The central papers are
described in some detail, and their results are summarized and followed by a discussion
of related extensions. Each section concludes with a summary of the main implications of
the models surveyed in the section. Finally, these results are collected and compared to

the available evidence. Suggestions for future research are provided.

There is no consistency in the combination of variables used by different researchers for
explaining the determinants of capital structure. It is important to make an attempt to
analyze important factors which could govern the determinants of capital structure. Also
when studying the relationship between capital structure and cost of capital, the empirical

studies attempted by various researchers have not given uniform conclusions.

19




3 RESEARCH DESIGN

3.1 Need for the Study

There is no consistency in the combination of variables used by different
researchers for explaining the determinants of capital structure. It is important to
make an attempt to analyze important factors which could govern the
determinants of capital structure. Also when studying the relationship between
capital structure and cost of capital, the empirical studies attempted by various
researchers have not given uniform conclusions. However, these studies have
thrown some light on the subject and built a good theoretical base. The present
study is an attempt to examine the important factors that determine capital
structure decisions in various sectors and whether these factors are different

across different sectors or not.

3.2 Research objectives

1.

To determine whether or not factors affecting capital structure decision
significantly vary amongst the sample companies of different sector.
To identify most significant factors considered by sample companies for design of

capital structure.

3.3 Hypotheses testing

Since the objective of the study is to examine the cause effect relationship among

determinants, hypotheses can be formulated in following manner.

H1o: Factors affecting Debt-Equity Ratio do not vary among various sectors.

H11: Factors affecting Debt-Equity Ratio do vary among various sectors.

H2o: Factors affecting Debt-Long term Funds do not vary among various sectors.
H21: Factors affecting Debt-Long term Funds vary among various sectors.

20




Hso: Factors affecting Degree of Financial Leverage do not vary among various
sectors.

Ha1: Factors affecting Degree of Financial Leverage vary among various sectors.

3.4 Research Methodology

3.4.1 Data set and sample
The research is based on secondary data only. In this research it is two stage

processes. In the first stage five industries are considered ie IT, Cement,
Automobile, Pharmacy, Oil, Power and energy and in the second stage companies
from each industry would be selected from the firms listed in Nifty 50.So in total
35 companies have been used from 5 sectors. The data is collected from National

stock Exchange directory, CMIE prowess.

3.4.2 Tools of Analysis
In this study statistical and econometric techniques would be used for analyzing

the impact of explanatory variables on dependent variables.

3.4.2.1 Correlation
The preliminary analysis of the degree of linear association between variables has been

done with the help of Karl Pearson’s Correlation method. The significance of the
correlation coefficient has been tested with the help of students t-test distribution at one,

five and ten percent level of significance.

3.4.2.2 Backward Linear regression analysis

This model has been selected to identify the most significant variables out of various

selected explanatory variables.

In the backward linear regression analysis, firstly all the selected explanatory variables
have been regressed together. In the subsequent steps the explanatory variables were
eliminated from the regression equation in order of their insignificance, i.e most
insignificant variable has been eliminated from the regression equation first and so on. In

the final equation only those explanatory variables were left which have a significant
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influence on the dependent variable. Following is the general form of backward stepwise

regression equation:

Stepl Y=bo+blX1+b2X2+b3X3 +......... bnXn

Laststep Y =bo + b1Xsl + b2Xs2 + b3Xs3 and so on
Where,

Y = Dependent variable

b0=Regression constant

bl=(where 1 varies from 1,2,3....n) are the regression coefficients of explanatory

variables, X1, X2, X3.... Xsn are significant variables turned out in the last equation.
The regression results have been interpreted with the help of t-test, R square and f-test.

3.5 Computation of Variables

I. Leverage Ratio

The relative amount of a company’s capital that was obtained from various
sources is a matter of great importance in analyzing the soundness of the
company’s financial position. Among the other variable in capital structure
attention is often focused on the sources of permanent capital, that is long term
liabilities and shareholders’ liability. Following are the formulae of leverage
ratios

LR1 = TD/Equity

Where
LR1 = Debt-Equity Ratio
TD=Total Long term debt

22




V.

Equity=Equity share capital+ Reserves and surplus
LR2=TD/Capital Employed

Where

LR2=Debt to total long term funds

TD=Total Long term debt

Capital Employed=Total long term debt+ preference share capital+ Equity share
capital + Reserves & Surplus.

Size

SA=Log (A)

Where
SA=Size measured in terms of fixed assets
A=Arithmetic mean of fixed assets for five years.

Profitability
PROF = EBIT/TA

Where
PROF = Profitability
EBIT = Earnings before interest and tax
TA = Total Assets.
Growth
A company’s long term financing policy is likely to be influenced by its growth
rate. For example a rapidly growing company will typically need to access the
financial markets more frequently than slow growing companies in order to
finance its expansion plans .Therefore growth can be one of the significant
determinant of capital structure. Two measures of growth have been used in the
present study
GA= Growth measured in terms of assets

GS= Growth measured in terms of sales

23




VI.

VII.

Dividend Payout Ratio

Appropriation of profits between dividends and retained earnings is bound to
affect capital structure because greater the retained earnings lesser would be
dependence on external resources of funds and vice-versa. The dividend payout
ratio can be measured as follows.

DPR= DPS/EPS

Where

DPR = Dividend Payout Ratio

DPS = Dividend per Share

EPS = Earnings per Share

Interest Coverage

Coverage ratio is designed to relate the financial charges of a firm to its ability to
service it. Higher the coverage ratio greater is the capacity to service debt. ,which
consequently results into larger deployment of debt in the capital structure.

IC = EBIT/I

Where

IC = Interest coverage

EBIT = Earnings before interest and tax

| = interest

Cash flow coverage

The analysis of the ability of the firm to meet its fixed payment obligations from
its cash flow is perhaps a good way to view the firm’s solvency as far as debt
service is concerned. Cash flow coverage has been measured as follows

CFC = CFO/I

Where

CFO = Cash flow from operating activities

| = Interest
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VIII.

Tax Shield

The tax Shield model suggests that the major benefit of using debt financing is

corporate tax deduction. The tax shield resulting from the deployment of debt has

been measured as follows
TS =Log I (tr)

Where
| = Interest

tr=Rate of tax
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4 THREE DETERMINANTS OF CAPITAL STRUCTURE
(REGRESSION ANALYSIS)

4.1 Determinants of Debt-equity Ratio

4.1.1 Automobile Sector

4.1.1.1 Correlation Matrix and Results

Correlations
LR1 I DFR TS PROF oFC 35 34 58 PE
LR1 Fearson Correlation 1 - 396 N2 233 - 460° - 456 275 75 361 092
Sig. (2-tailed) 050 128 262 021 022 184 404 076 B63
N 25 25 75 7% 75 25 75 75 75 25
I Fearson Correlation -.396 1 181 061 746" 829" 362 -078 -4 -093
Sin. (2-tailed) 050 387 77 .0no .o 076 70y 037 £a9
N 25 25 25 2% 25 25 25 25 25 25
DFR  Pearson Cotrelation 32 181 1 232 187 287 o0 -5 083 487
Sig. (2-tailed) 128 .387 264 370 164 998 B42 A3 13
N 25 25 25 25 25 25 25 25 25 25
TS Fearson Correlation 233 061 232 1 261 030 - 262 023 -0a7 059
Sin. (2-tailed) 262 771 364 208 888 206 515 787 780
i 25 25 25 25 25 25 25 25 25 25
PROF  Pearson Correlation - 4B0° T4 187 261 1 751" 275 -131 -F2n” -250
Sig. (2-tailed) 021 .00 70 208 .o 281 533 .onn 228
N 25 25 25 25 25 25 25 25 25 25
CFC Pearson Gorrelation -456' 529" 287 030 781" 1 286 058 483 105
Sig. (2-tailed) 032 .00o 164 888 .0no 166 783 014 B17
N 25 25 75 7% 75 25 75 75 75 25
GE Feargon Correlation - 275 362 001 -.262 275 286 1 -181 019 076
Sig. (2-tailed) a4 076 898 206 281 66 387 827 714
N 25 25 25 25 25 25 25 25 25 25
GA Fearson Correlation A7 -7 -.095 023 -131 058 -181 1 184 47T
Sig. (2-tailed) 404 709 52 a15 533 783 387 a8 017
N 75 75 75 7% 75 75 75 75 75 25
= Pearson Carrelation 361 -4E 083 -087 -r2n” 483 019 184 1 A70°
Sig. (2-tailed) 076 037 B93 787 .0no 014 927 378 003
i 25 25 25 25 25 25 25 25 25 25
FE Fearson Correlation 092 -.093 487 054 -.250 -105 076 47 A70° 1
Sig. (2-tailed) 663 e m3 780 278 BT 714 017 oz
M 25 25 75 25 75 25 25 75 25 25

* Correlation is significant atthe 0.05 level {2-tailed).
** Correlation is significant atthe 0.01 level {2-tailed).

The zero order correlation matrix shows that growth in terms of assets(.175) ,size in
terms of assets(.229) , PE ratio(.092), Tax shield(.233) and dividend payout ratio(.312)
has positive correlation with the dependent variable LR1. Variables like growth in terms
of sales (-.275), Interest coverage (-.396), Profitability (-.460) and Cash flow coverage(-
.456) are having negative correlation. Significant correlation is found between

profitability, Profitability and Cash flow coverage.
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4.1.1.2

Regression Analysis and Results

Modil Sumirant
Change Statistics
Mode Adjusted R Std. Error of R Square
1 & B Square Sguare the Estimate Change F Change (+iil df2 Sig F Changs
1 -l o 6B 500 TOBTE0AG .1 1] 1672 8 15 013
z axae [} 1] 532 G234 30862 fulili] 004 1 15 453
3 Bare 685 555 BETI4477 an3 163 1 16 691
4 B3 B F 5649 BSE2TEN - 008 408 1 17 532
3 787 B36 540 ETES0199 - 041 2.309 1 18 146
a. Prediclors: (Constant), PE, TS, CFC, G5, GA, DPR, Sa, PROF, IC
b. Predictors: (Constant), PE, TS, CFC, G5, GA, DPR, PROF, IC
. Prediclors: (Constant), PE, TS, CFC, GA DPR, FROF, IC
d. Prediclors: (Constant), PE, TS, GFC, DPR, PROF, IC
8. Pradictors: (Constant), PE, CFC, DPR, PROF, IC
AMNOWAT
Surm of
| Model Squares (=il Mean Square F Sig.
1 Redression 16.507 =] 1.834 3672 a1 3=
Residual F.493 15 Rajulsl
Total Z24.000 24
2 Regressian 16.506 = 2063 4. 405 .aoge
Residual T.494 16 468
Total Z24. 000 24
3 Regression 16 429 7 2347 5270 anz=
Residual 7.571 17 445
Total 24.000 =24
4 Regression 16.248 5] 2.70g 5.287 oo
Residual T.raz 18 S431
Total 24 000 24
5 Regression 15.253 5 3.051 G627 .an=
Residual 8.747 19 460
Total 24 000 24

a. Predictars
b Predictars
c. Predictors
d. Predictars
2. Predictors

CiConstant, PE, TS, CFC, GS, GA, DFR, SA, PROF, IC
CiConstanty, PE, TS, CFC, GS, GA, DPR, PROF, IC
CiConstanty, PE, TS, CFC, GA, DPR, PROF, 1C
CiConstanty, PE, TS, CFC, DPR, PROF, 1C

C{Constant), PE, CFC, DPR, PROF, 12

T. Dependent “Yariable: LR1
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Coefficients”

Standardized

Unstandardized Coefiicients Coeflicients 95% Confidence Interval for B

mlode| B Std. Error Beata 1 S, Lower Baund Lpper Bound
1 {(Constant) 1.248E-18 A4 .ooo 1.000 -.3m 301
Iz 991 468 881 217 051 -.0av 1.988

DFR T43 189 743 3.743 ooz 320 1.166

TS 479 185 78 966 348 -.216 574

PROF -840 389 -.540 -1.386 186 -1.370 280

CFC -1.226 .A08 -1.226 -2.414 029 -2.309 -.144

G5 -.063 174 -.063 -.364 721 -.434 307

GA 125 211 125 8594 561 -.324 A74

SA -7 285 -7 -.0584 8953 -623 .590

PE -.380 245 -.380 -1.552 41 - 901 142

2 {Constant) 3.98BE-1T 137 .ooo 1.000 -.2480 250
Ic 986 4456 986 220 042 040 1.832

DPR 742 182 742 3.871 001 336 1.148

TS Y6 73 ATE 1.020 323 =140 5432

FPROF -525 284 -525 -1.847 083 -1.127 078

CFC -1.225 481 -1.225 -2.4594 024 -2.266 -184

GBS - 0GR 163 - .0GA -.404 691 =411 280

GA 127 201 27 633 536 -.299 554

PE -.384 226 -.384 -1.6597 109 -804 096

3 {Constanty 4. 472E-17 133 .ooo 1.000 -.282 282
Ic 940 420 5940 2.235 .0z9 .0a3 1.826

DFR 745 187 745 3.986 om 380 1139

TS 1499 1469 188 1.255 276 - 136 534

PROF -840 275 -840 -1.964 0BG -1.118 040

CFC -1.182 472 -1.182 -2.523 022 -2.188 - 1485

GA 125 196 125 638 532 -.2849 538

PE -.397 218 -.3487 -1.819 087 -.8458 064

4 (Constanty -6.003E-18 A3 .ooo 1.000 -.27h 276
I 855 392 .8a5 2179 043 031 1.679

DFR 759 182 768 4159 001 3758 1.142

TS 228 1460 228 1.520 146 -.0ar 542

PROF -.628 234 -.628 -2.GEG 015 -1.118 =137

CFC -1.0583 413 -1.053 -2.553 .0z0 -1.920 -.187

PE -.480 A73 -.480 -2.783 012 -.843 -.118

& {(Constanty -5.T36E-18 136 .ooo 1.000 -.284 284
Ic 806 404 806 2.242 037 {0ED 1.751

DFR 821 184 821 4.470 .0oo 437 1.206

PROF =504 226 -804 =225 038 -97a -.030

CFC -1.208 414 -1.208 -2.910 .0og -2.071 -.338

PE - 478 178 -. 478 -26BVY 015 -.8481 -.104

a. Dependent Variable: LR1
The regression analysis shows that the coefficient of determination i.e R? , explained

68.8% variation in LR1 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 63.6% over the total

variation. The t test shows that the Significant variables found in the equation are Interest

coverage, Dividend payout ratio, Profitability, Cash flow coverage, PE ratio that are

significant up to 5% level.
LR1= (-5.736E-18)+ .906 (IC) + .821 (DPR) -.504 (PROF) -1.205 (CFC) -.478 (PE)
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4.1.2 Construction Sector

4.1.2.1 Correlation Matrix and Results

Correlations
LR1 IC DPR TS PROF CFC G35 GA SA FE
LR1 Fearson Correlation 1 -5747 -218 -023 -4917 -518" 147 166 - 453" 2585
Sig. (2-tailed) QU] 174 .aga o001 .o 364 307 .0o3 12
N 40 40 40 40 40 40 40 40 40 40
IC Fearson Correlation =574 1 209 -014 GBI 843" -179 -.182 280 =348
Sig. (2-tailed) .ooa 185 933 Rulifi] .aoa 269 261 080 029
N 40 40 40 40 40 40 40 40 40 40
DFR Pearson Correlation -219 .209 1 -213 071 237 045 17 -.148 .200
Sig. (2-tailed) 74 1498 a8 663 a4 784 A5 362 2158
H 40 40 40 40 40 40 40 40 40 40
TS Fearson Correlation -.023 -014 -213 1 .oor -.045 -.062 108 A28 -.225
Sig. (2-tailed) REEE 8933 188 965 784 Joz2 408 Rl 164
N 40 40 40 40 40 40 40 40 40 40
FROF  Pearson Correlation -491" BB 071 o7 1 A467 -018 =21 137 -.380°0
Sig. (2-tailed) .00 QU] BB3 964 .aoa 906 RE 388 016
N 40 a0 40 40 40 40 a0 40 40 40
CFC Fearson Carrelation -A16” G437 237 -045 AR 1 -.220 -.188 284 361
Sig. (2-tailed) 001 .0aoa A4 784 .ooa 72 246 065 022
i 40 40 40 40 40 40 40 40 40 40
G3 Fearson Correlation 147 =174 045 -.062 -019 -.220 1 Beg” 453" 251
Sig. (2-tailed) 364 2649 T84 702 Reli:] Ar2 .aoa .0o3 1149
H 40 40 40 40 40 40 40 40 40 40
GA Fearson Correlation 166 -.182 017 108 =21 -.188 Bag” 1 -.247 202
Sig. (2-tailed) 307 261 915 A08 191 246 .0oo 124 212
N 40 a0 40 40 40 40 a0 40 40 40
SA Pearson Correlation -.453" 280 -148 4257 37 254 -453" =247 1 -5397
Sig. (2-tailed) 003 .0&0 362 006 358 064 o3 124 .ona
i 40 40 40 40 40 40 40 40 40 40
FE Fearson Correlation 2585 - 246 200 -.22% -280 361" 281 202 -.639" 1
Sig. (2-tailed) 112 029 215 164 016 022 114 22 .aon
I 40 a0 40 40 40 40 a0 40 40 40

** Corelation is significant atthe 0.01 level (2-tailed).
* Correlation is significant atthe 0.04 leval {2-tailed).

The zero order correlation matrix shows that growth in terms of assets (.166), growth in
terms of sale (.147), PE ratio (.255) has positive correlation with the dependent variable
LR1. Variables like Interest coverage (-.574), Profitability (-.491) and Cash flow
coverage (-.516), Dividend payout ratio (-.219), Tax shield (-.023), Sales in terms of asset
(-.453) are having negative correlation. Significant correlation is found between Interest

coverage, Profitability, Cash flow coverage and sales in terms of assets.
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4.1.2.2 Regression Analysis and Results
Model Summarnry
Change Statistics
Mode Adjusted R Std. Error of R Square
1 B R Sguare Sguare the Estimate Change F Change ofl df2 Sig. F Change
1 r247 524 e el TEE33881 524 3.675 e 30 0oz
2 F24m 524 402 7735914583 .ooo ooz 1 30 8956
3 F22< Ryl 416 TE422084 -.004 229 1 | B35
4 71gd 813 425 . TH845386 -.0o0a JA04 1 3z 483
5 .Fog® 502 429 .T55806848 -.011 FF2 1 33 386
B Gag 487 429 alarasls ey -015 9490 1 34 327
7 G759 A58 A10 THEE12386 -.032 2.184 1 348 48
a. Predictors: (Constant), PE, DPR, GA, TS, PROF, CFC, 84, GS| I1C
b. Predictors: {Constant), PE, DPR, TS, PROF, CFC, SA, G5, I1C
c. Predictors: {Constant), PE, DPR, TS, PROF, SA, G5, IC
d. Predictors: {Constant), PE, DPR, TS, PROF, SA, IC
e, Predictors: (Constant), PE, DPR, FROF, SA, I1C
T. Predictors: (Constant), DPR, PROF, SA, IC
g. Predictors: (Constant), DFR, PROF, SA
AMOWA"
Sum of
Model Sguares of hean Sguare F Sig.
1 Regression 20,4480 9 2272 36TA .ao3=
Residual 18.540 30 618
Tatal 29.000 39
2 Regression 20448 2 2.586 4.271 .aoze
Fesidual 18.852 31 598
Total 39.000 39
3 Regression 20311 7 2.902 4968 .ao1<
Residual 18.689 32 584
Total 389.000 39
4 Fegression 20017 4] 3.336 5.7499 .o0nd
Residual 18.983 33 ATEA
Total 39.000 349
5 Regrassion 19.573 o 3915 G.851 .aon=
Fesidual 19.427 34 AT
Total 39.000 34
G Fegression 19.007 4 4.752 8.218 .ooof
Residual 19.993 35 AT
Tatal 29.000 39
T Fegression 17.759 3 5.920 10.033 .aon4
Residual 21.241 36 490
Total 39.000 39

a. Predictars

b. Predictors
. Predictors
d. Predictors
e. Predictors

J(Constanty, PE, DFR, GA, TS, FROF, CFC, 5A, G5, IC

- tConstanty, PE, DPR, TS, PROF, GFC, 54, G5, IC
- (Constant, PE, DFR, TS, PROF, 54, GS, IC
“{Constant), PE, DFR, TS, PROF, SA, IC
‘{Constant), PE, DPR, PROF, 54, IC
f. Predictors: (Constant), DPR, PROF, SA, IC

o. Predictors: (Constant), DPR, PROF, SA

h. Dependent Variable: LR1
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Coefficients”

Standardized

Unstandardized Coefiicients Coeflicients 95% Confidence Interval for B

llogde| B Std. Errar Beta 1 Sig. Lower Bound | Upper Bound
(Constant) 1.383E-14 124 oo 1.000 -.254 254
IC - 458 454 -.4A58 -1.009 an -1.3848 4G9
OPR -170 138 170 -1.232 237 - 453 A12
s 142 148 142 963 343 - 160 A44
FROF - 261 105 - 261 -1.336 1592 - &4 138
CFC 196 416 06 471 a1 - &3 1.045
G5 -1 a0 -101 - 532 599 - 488 287
GA 010 A7 o1 054 956 - 366 376
SA -.A81 RES - AA1 -3.0349 05 -8 -1
FE -1309 168 -.139 - 827 415 - 482 204
(Constant) 1.380E-14 122 oo 1.000 -.244 249
IC - 457 446 - 457 -1.024 314 -1.366 453
DOPR -170 136 -170 -1.282 220 -.447 A07
TS 44 143 144 1.008 3N - 147 435
FROF - 263 185 - 263 -1.422 165 - 641 A14
CFC 196 409 06 470 635 - 38 1.030
G35 -.0a4 142 -.0a4 - BiE2 A13 -.384 A6
SA -.851 A7 - AA1 -3.0849 004 -914 -1a7r
FE -.1389 165 -.134 - 841 407 - 476 198
(Constant) 1.408E-14 Am oo 1.000 - 246 246
Iz - 261 A78 - 261 -1.468 152 - 524 A01
OPR - 161 133 - 161 -1.209 235 -.431 A10
5 136 140 36 arn 340 -.144 421
FROF -.283 172 -.293 -1.701 it} - 44 058
G5 -.0a9 140 -.094 -.710 483 -.385 186
SA - 540 ATE -840 -3.124 004 -804 182
FE -155 158 -165 - 875 337 - 480 163
(Constant) 1.307E-14 120 .oon 1.000 -.244 244
Iz -.248 ATE -.248 -1.414 ABT - BOG 09
DFR - 162 132 -162 1.2 237 -.430 A06
T5 121 137 A 870 386 -158 400
FROF -.307 AT0 -.a07 -1.808 080 - B&3 029
54 -.502 A6 - 802 -3112 004 -8 -174
FE -.168 158 -.158 -1.002 324 -.480 163
(Constant) 1.218E-14 A0 oo 1.000 -.243 243
Iz - 266 A74 - 266 -1.83 135 -B20 .0ar
DPR -177 130 -177 -1.358 183 -.442 .0aa
FROF -.300 ARG -.300 -1.774 085 - 44 043
SA -.448 140 -.448 -3.014 Nilits -.740 -1 46
FE - 157 158 - 157 - 995 337 - 477 1G4
(Constant 1.093E-15 20 .0on 1.000 -.243 243
I - 257 A74 -.257 -1.478 148 -.6049 0896
DFR -.203 128 -.203 -1.5890 21 -462 056
FROF -.2848 1683 -.254 -1.5866 1268 -.086H 076
SA -.3rhE 130 -.376 -2.897 006 -.634 - 113
(Constant 1.126E-15 21 .oon 1.000 - 246 246
DFR -254 125 -.254 -2.033 n4g 507 00a
FROF -414 125 -414 -3.318 0oz -.667 - 161
SA - 434 26 - 434 -3.448 001 - G849 - 178

a. Dependent Variable: LR1
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The regression analysis shows that the coefficient of determination i.e R? , explained
52.4% variation in LR1 when all the variables are taken together. After removing all
insignificant variables coefficient of determination comes out to be 45.5% over the total
variation. The t test shows that Dividend payout ratio, Profitability and Size in terms of
assets are significant upto 5% level.

LR1=1.126E-15 -.254 (DPR) -.414 (PROF) -.434 (SA)

4.1.3 IT Sector

4.1.3.1 Correlation Matrix and Results

Correlations

LR1 I DFR TS FROF CFC G5 GA S FE
LR1 Pearson Correlation 1 -.304 -2 R -383 -275 -.023 27 152 Aa0
Sig. (2-tailed) 140 311 343 &g 183 a15 545 B8 474
M 25 25 28 25 25 28 25 25 28 25
Ic Pearson Correlation -.204 1 256 024 364 486 0at naz 146 045
Sig. (2-tailed) 140 7 ang 074 02z GBE a7 436 kv
M 25 25 24 25 25 24 25 25 24 25
DFR Fearson Caorrelation -21 266 1 -.484' 383 182 282 031 042 430
3iy. (2-tailed) 211 7 o014 {iFal 384 172 884 843 032
N 25 25 258 25 25 258 25 25 258 25
TS Fearson Caorrelation R 024 - 4R4 1 -7t -120 - 267 -270 -348 -.393
Sig. (2-tailed) 343 049 014 oo 5BT Aa7 182 Dea a2
& 75 25 25 75 25 25 75 25 25 75
FROF  Pearson Correlation -.383 364 felc Bacli 1 444 438 322 ara” 36E
Sig. (2-tailed) a4 074 071 il 026 a0 17 ooz o7z
M 25 25 28 25 25 28 25 25 28 25
CFC Pearson Correlation -275 A6 182 -120 44 1 06A 273 047 044
Sig. (2-tailed) a3 nzz 384 BET 026 758 187 824 B34
M 25 25 24 25 25 24 25 25 24 25
G3 Fearson Caorrelation -.023 0a1 282 - 267 438 0BA 1 A70 287 227
3ig. (2-tailed) 14 BB 172 197 030 TEE 418 216 27E
N 25 25 258 25 25 258 25 25 258 25
GA Fearson Caorrelation 127 naz 031 -.270 a2 273 70 1 -120 -.044
Sig. (2-tailed) 545 a7 824 Aaz A7 87 418 564 ke k]
M 75 25 28 75 25 28 75 25 28 75
SA Pearson Correlation 182 146 042 -.348 a7a” 047 257 -120 1 474
Sig. (2-tailed) 468 486 B43 naa noz 824 215 5649 o7
M 25 25 28 25 25 28 25 25 28 25
FE Pearson Correlation 140 044 430 -.303 (366 044 227 044 474 1
Sig. (2-tailed) 474 832 03z 052 72 B34 27E 833 17
M 25 25 25 25 25 25 25 25 25 25

*. Correlation is significant at the 0.05 level (2-tailed).
**, Correlation is significant atthe 0.01 level (2-tailed).

The zero order correlation matrix shows that growth in terms of assets (.127), size in
terms of assets (.152), PE ratio (.150) and Tax shield (.98) has positive correlation with
the dependent variable LR1. Variables like Interest coverage (-.304), Dividend payout
ratio (-.211), Profitability (-.383), Cash flow coverage (-.275) and Growth in terms of

sales (-0.023) are having negative correlation. No variable is found to be significant here.
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4.1.3.2 Regression Analysis and Results
Model Summary
Change Statistics
Miode Adjusted R Std. Error of F Square
| R R Sguare Sguare the Estimate Change F Change dif1 df2 Sig. F Change
1 8117 E74 479 2198329 674 3.449 9 15 017
2 210 B74 A1 B9914632 .0oa 004 1 15 H52
3 B21= 674 538 GTAT2860 .non nzz 1 16 885
4 Bl BES 554 GEE09167 -.008 440 1 17 516
5 .8oa* 648 Rilila) BETOT349 -.018 942 1 18 344
fi 790 625 549 67120856 -023 1.249 1 19 278
7 TEQd 592 534 G82083578 -.033 1.740 1 20 202
a. Predictars: (Constant), PE, CFC, G5, GA, IC, TS, 5A, DPR, PROF
b. Pradictors: (Constant), PE, CFC, GS, GA, IC, T8, SA, PROF
t. Predictors: (Constant), PE, CFC, GS, GA, TS, SA, PROF
d. Predictors: (Canstant), PE, G5, GA, TS, SA, PROF
e. Predictors: {Constant), G5, GA, TS, 84, PROF
f. Predictors: {Constant), GA, TS, 84, FROF
a. Predictors: (Constant), GA, SA PROF
ANOVA"
Sum of
o el Squares of Mean Square F Sig.
1 Regression 16.181 9 1.798 3449 017=
Residual 7.819 15 A
Tuotal 24.000 24
2 Regression 161749 8 2022 4137 .0oge
Residual 7.821 16 489
Total 24.000 24
3 Regression 16.169 T 2.310 5.014 .003=
Residual 7.8 17 461
Total 24.000 24
4 Regression 15 966 G 2661 5.962 0014
Residual 8.034 18 445
Total 24.000 24
] Regression 15,545 a 31049 5.987 .0o01=
Residual 8.455 19 445
Total 24.000 24
3] Regression 14.990 4 3747 8.318 aoonf
Residual 5.010 20 451
Total 24.000 24
¥ Regression 14,206 3 4.734 10153 .oon9
Residual 9.7494 21 4BR
Tatal Z4.000 24

a. Predictors
b. Predictars
c. Predictors
d. Predictars
e. Predictars

SConstanfy, PE, CFC, G5, GA, IC, TS, 5A, DPR, PROF

SiConstant), PE, CFC, G5, GA, IC, TS, 5A, PROF
c{Constant), PE, CFC, G5, GA, TS, 5A, PROF
S{Constant), PE, G5, GA, TS, 84 PROF
S{Constant), G5, GA TS, 5A, PROF
f. Predictors: (Constant), GA, TS, S84, PROF

d. Predictors: {Constant), GA, 84, PROF

h. Dependent Wariahle: LR1
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Coefficients”

Unstandardized Coefficients

Standardized
Coefficients

95% Confidence Interval for B

| Wlode| =] Std. Error Beta 1 Sig. Lowwer Bound Upper Bound
1 (Constant) -B.E73E-16 144 .000 1.000 -.308 308
I -.022 RE:T -.032Z -1132 81z - 444 400

DFR -013 11 -013 -.062 852 - 462 4326

TS -.2E7 207 -.287 -.965 350 -.921 347

FROF -1.418 38T -1.418 -3.666 .00z -2.242 -.594

CFC 1325 185 1325 64z 531 -2 543

G5 7T 76 7T 1.007 330 -198 552

G 548 175 548 3.125 007 74 922

=R 817 Z38 17 3.433 004 310 1.324

PE 154 193 154 799 437 -.357 565

2 (Constant) -6.925E-16 140 000 1.000 206 296
I -.026 180 -.036 -147 885 -.408 355

TS -.280 263 -.280 -1.062 304 -.837 278

FROF -1.416 373 -1.416 -3.733 .00z -2.207 -.B25

CFC 1325 189 1325 660 519 -.276 525

G5 74 165 174 1.057 306 - 176 525

G 551 166 651 3.324 004 194 802

=R 822 18 83z 3.773 .00z 360 1.283

PE 143 172 148 871 397 -214 513

3 (Constant) -6.995E-16 136 .000 1.000 -.2E6 286
TS -.2895 235 -.285 -1.257 236 -.750 200

FROF -1.438 331 -1.438 -4.348 .ooon -2.136 -.740

CFC 120 180 120 B63 516 - 261 500

G5 ATT 160 7T 1.109 283 -.160 513

G 553 160 553 3.453 003 215 891

=R 836 210 836 3.941 oo 384 1.268

PE 148 166 148 891 385 -.203 4399

4 (Constant) -6.6TOE-16 124 000 1.000 -z2e1 281
TS -.220 210 -.230 -1.096 288 -B7T1 211

FROF -1.307 261 -1.307 -5.008 000 -1.855 -.759

G5 153 153 153 1.001 330 - 168 475

G 560 157 560 3.560 .00z 220 890

=R FED 185 FEO 4.004 oo 371 1.190

PE 158 163 158 871 345 - 184 501

5 (Constant) -7 183E-16 133 .000 1.000 -.273 279
TS -.285 Z0Z -.285 -1.414 T3 - 707 137

FROF -1.330 253 -1.330 -5.128 000 -1.873 -.7E8

G5 70 152 170 1117 278 - 148 488

G 550 157 550 3.512 .00z 232 879

S5 844 183 244 4.611 .000 461 1.228

] (Constant) -7.342E-18 134 .0on 1.000 -.280 280
TS -.267 202 - 267 -1.318 202 -.638 155

FROF -1.247 250 -1.247 -4.938 oo -1.768 -726

GA A58 158 A58 3.538 ooz 229 R:E]3

54 847 184 847 4.597 oo 463 1.2

i (Constant) -6.075E-18 137 .oon 1.000 -.284 284
PROF -1.036 185 -1.036 -5.307 ooa -1.441 -.G30

GA Ratat: 160 A58 .48 ooz 235 892

SA 818 156 818 4.394 .0oo 431 1.205

a. Dependent Wariable: LR1

The regression analysis shows that the coefficient of determination i.e R? , explained

67.4% variation in LR1 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 59.2% over the total

variation. The t test shows that the Significant variables found in the equation are

Profitability, Growth in terms of asset, Size in terms of assets significant upto 5%.

LR1=-6.975E-16 -1.036 (PROF) +.558 (GA) +.818 (SA)
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4.1.4 Oil, Power and Energy

4.14.1 Correlation Matrix and Results
Correlations
LR1 o] DFR TS PROF CFC G5 G St FE
LR1 Fearson Caorrelation 1 il D46 280 -5127 - 154 ] -100 il RRE:]
3ig. (2-tailed) 014 724 020 ooo 241 A13 449 002 an
N fi0 1] fi fi0 1] fi fi0 1] fi fi0
Ic Fearson Caorrelation - 3ME 1 203 127 A ES 042 -.048 - 026 -.051 =110
Sig. (2-tailed) 014 20 ficke x| 014 T80 716 842 GoE 403
M fi0 fi0 £l fi0 fi0 £l fi0 fi0 £l fi0
DPR Pearson Correlation 046 203 1 386" -128 -123 i) -arn” 254 nas
Sig. (2-tailed) 724 Az20 ooz 330 344 nar no4 080 A18
M &0 &0 &0 &0 &0 &0 &0 &0 &0 &0
TS Pearson Correlation 280 127 388" 1 -.309 -.404" =210 -4 21 -.08s
Sig. (2-tailed) a0 kx| ooz 06 o1 A07 oot nan &02
N fil ] Bl fil ] Bl fil ] Bl fil
FROF  Pearson Correlation -812" RciFS -128 -a0e 1 589" A1E" &0 -B11" -.335"
3ig. (2-tailed) o000 014 330 016 000 om ooo 000 004
N fi0 1] fi fi0 1] fi fi0 1] fi fi0
CFC Pearson Correlation 154 n4z2 -123 - 404" 589" 1 452" 7re” 233" -157
Sig. (2-tailed) 241 780 344 o i il i 010 232
M &0 &0 &0 &0 &0 &0 &0 &0 &0 &0
G5 Pearson Correlation kT -048 270 =210 418" 452" 1 3&9" -225 -.082
Sig. (2-tailed) A13 Al nar A07 oot non nos 084 536
M fil 1] fill fil 1] fill fil 1] fill fil
GA Fearson Caorrelation -100 028 -arn” - 411" &0 it .3sa” 1 -421" -.068
3ig. (2-tailed) 449 842 004 om ooo 000 o004 001 &00
N fi0 1] fi fi0 1] fi fi0 1] fi fi0
SA Fearson Caorrelation 383" -051 254 221 -6117 Bkt -228 -4 1 0av
Sig. (2-tailed) ooz o6 080 oang oo 010 a4 001 774
M fi0 fi0 £l fi0 fi0 £l fi0 fi0 £l fi0
FE Pearson Correlation 18 =110 nes -.0aa -.335" -1587 -.0a2 - 063 nar 1
Sig. (2-tailed) an 403 A1a &0z nog 232 536 i 779
M &0 B0 &0 &0 B0 &0 &0 B0 &0 &0
* Carrelation is significant at the 0.05 lewel (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
The zero order correlation matrix shows that growth in terms of sale (.086), PE ratio

(.118), Tax shield (.280), Dividend payout ratio (.046) has positive correlation with the

dependent variable LR1. Variables like Interest coverage (-.316), Profitability (-.512) and

Cash flow coverage (-.154), Growth in terms of assets (-1.0) are having negative

correlation. Significant correlation is found between Interest coverage, Profitability, Tax

shield, sales in terms of assets.
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4.1.4.2 Regression Analysis and Results

Model Summary
Change Statistics

Mode Adjusted R Stel. Error of R Square

| R B Sguare Square the Estimate Chanie F Change dfl df2 Sig. F Change
1 6a4? 467 371 TY292273 AB7 4.871 ] a0 .0an
2 Gaan ABT 383 78556108 .ooo 057 1 50 812
3 Baze 465 .393 77900138 -.0m 135 1 51 714
4 mand 463 A02 7332730 -.002 23 1 52 633
5 &T0° 448 3497 TTE42123 -015 1.433 1 53 237
& Fif1' 436 3495 77758692 -.012 1.165 1 54 285

a. Predictors: (Constant), PE, 84, IC, G5, TS, DPR, A, FROF, CFC
h. Predictors: (Constant), PE, SA, IC, G5, TS, DFR, GA, PROF

. Predictors: (Constant), SA, IC, G5, TS, DPR, GA, PROF

d. Predictors: (Constant), SA, IC, GS, TS, GA, PROF

e. Predictors: (Constant), IC, GS, TS, GA, PROF

f. Predictars: (Constant), G8, T8, GA, FROF

ANOVAZ?
Sum of

Wode| Sguares df Mean Square F Sig.

1 Regression 27 ARd g 3.063 4871 0002
Residual 31.436 a0 629
Taotal 59.000 a4

2 Regression 27.528 E] 344 5.876 .oooe
Residual N.472 a1 B17
Total 59.000 549

3 Regression 27.444 7 3921 G461 .ooos
Residual I 556 52 BO7
Total A9.000 54

4 Regression 27.304 B 4.551 7609 0004
Residual 31.696 53 598
Total £9.000 59

5 Regression 26.447 L] 5,289 8774 .000e
Residual 32.453 a4 B03
Total 549.000 549

B Regression 25,744 4 £.436 10.644 oo’
Residual 33284 Lili] 604
Total 59.000 549

a. Predictors: (Constant), PE, 84, IC, G5, TS, DPR, A, FROF, CFC
b. Predictors: (Constant), PE, 84, IC, G5, TS, DPR, GA, FROF

.. Predictors: (Constant), 8A, 1T, GB, T8, OPR, GA, FROF

d. Predictors: (Constant), 8A, 1C, 38, T8, GA, PROF

a. Predictors: (Constant), IC, G8, T8, GA, PROF

f. Predictors: (Constant), G8, T8, GA, FROF

. DependentVariable: LR1
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Coefficients”

Standardized
Unstandardized Coefficients Coefficients 95% Confidence Interval for B
| tdode] E Std. Error Beta t =11s Lower Bound | Upper Bound
1 (Constant) -3.4493E-16 102 .ooo 1.000 - 206 2086
IC -148 14 - 148 -1.245 2149 -. 386 .09
DFR 080 1348 .0s0 592 A57 =181 350
TS 227 129 237 1.763 084 -.032 4886
FROF -.880 183 -.540 -3.066 .ao3 - H977 -.204
CFC -.047 198 -.047 -.240 812 -.d445 350
G5 333 26 .333 2637 011 arg 887
GA 30z 192 302 1.678 121 -.083 687
SA 133 143 133 828 348 -.154 420
FE -.047 120 -.047 -.3594 695 -.289 194
2 (Constant) -3.8T78E-16 101 .ooo 1.000 -.204 204
Ic - 147 17 -.147 -1.250 217 -.383 089
DFR 068 124 068 547 587 =181 3B
TS 234 124 234 1.891 064 -015 483
PROF - 587 188 -.5847 -3.170 .ao3 - 976 -.214
G5 324 120 324 2710 .aog 034 ah64
GA 270 135 270 2.003 .0go .aao 840
SA 130 REY 130 819 362 - 154 413
PE -.043 118 -.043 -. 368 714 - 280 143
3 (Constant) -3.809E-16 101 .ooo 1.000 -.202 202
Lo =181 116 =151 -1.304 148 -.384 081
DPR 057 Az0 057 480 533 -183 298
TS 248 114 246 2.074 043 .oas 485
PROF - 566 166 - 566 -3.4045 001 -.889 -.232
G5 319 118 314 2.708 .aog .0a3 8485
GA 265 133 2645 1.993 052 -.00z a3
SA 144 1345 144 1.071 288 - 126 414
4 (Constant) -3.976E-16 100 .ooo 1.000 -.200 .200
Lo - 147 114 =147 -1.278 207 - 376 .083
TS 262 13 262 2311 025 035 489
FROF -.550 B2 -.550 -3.401 001 -875 - 226
G5 308 114 308 2684 .10 .ars 639
GA 281 129 251 1.9489 057 -.0av .09
SA 1587 131 57 1.187 237 - 106 419
5 (Constant) -3.627TE-16 100 .0oo 1.000 -.201 201
Ic =122 13 -122 -1.079 2845 -.349 a5
TS 2468 14 258 2,265 028 .0z0 486
FROF -.651 139 -.651 -4 BBT .aoo -.929 -.372
G5 322 114 322 2.805 .ao7¥ .09z a52
GA 232 128 .232 1.810 076 -.0259 4490
g (Constant) -3.FT79E-16 100 .ooo 1.000 =201 .20
TS 235 12 235 2.098 040 011 4459
PROF -T16 125 -6 -5.718 .aoo - 96T - 465
G5 343 113 343 3.024 .0o4 116 a70
GA 263 27 253 1.993 051 -.0o1 a08

a. Dependentvariahle: LR
The regression analysis shows that the coefficient of determination i.e R?, explained

46.7% variation in LR1 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 43.6% over the total

variation. The t test shows that Growth in terms of sales, Profitability, tax shield are

significant upto 5% level and Growth in terms of assets upto 10% level.
LR1=-3.779E-16 + .235 (TS) -0.716 (PROF) +0.343 (GS) +0.253 (GA)

37




4.1.5 Pharma

4.1.5.1 Correlation Matrix and results
Correlations
LR1 Ic CFR 15 FROF CFC GE GA S FE
LR1 Pearson Correlation 1 - ART -282 - 067 - 754" -.284 138 7 2249 - 602"
Sig. (2-tailed) 018 172 780 non 61 10 714 270 01
M 24 25 24 25 24 25 25 25 25 25
Ic Pearson Correlation - 467 1 am - 164 393 -.093 120 - 145 - 163 439
Sig. (2-tailed) ma A06 433 052 637 56T 488 421 n2a
N 25 25 25 25 25 25 15 25 15 25
DPR Pearson Correlation -282 an 1 054 586" A7E 03 -157 -an 488
Sig. (2-tailed) 172 06 798 004 309 484 455 130 03
M 28 75 28 25 28 25 15 25 15 25
TS Pearson Correlation -.067 - 164 054 1 072 -147 052 -.040 149 -.002
Sig. (2-tailed) 780 433 Foa 73z 484 204 843 478 493
N 25 25 25 25 25 25 25 25 25 25
FROF  Pearson Correlation 754" .393 5EE" 072 1 184 182 -221 -3 Tog”
Sig. (2-tailed) .oon .0&2 004 732 340 .84 289 RN Jilii]
M 28 75 28 25 28 25 15 25 15 25
CFC Pearsan Correlation -289 -.093 A76 -147 194 1 - 465 -222 -283 il
Sig. (2-tailed) AE1 637 304 484 340 014 286 A70 134
M 24 25 24 25 24 25 25 25 25 25
G3 Fearson Correlation 138 20 0oz 082 182 - 468" 1 164 -018 020
3ig. (2-tailed) A10 AE7 589 804 384 na 430 431 a8
N 25 25 25 75 25 75 15 75 15 75
GA Pearson Correlation NiFas -145 -187 -.040 -2 -222 ABS 1 -188 - 553"
Sig. (2-tailed) 714 488 484 R43 284 286 430 367 04
M 24 il 24 246 24 246 258 246 258 246
gA Pearson Correlation 229 - 169 =311 149 -3 -.283 -018 -188 1 -.067
Sig. (2-tailed) 270 41 130 478 A7 A70 331 367 780
N 258 25 258 25 258 25 25 25 25 25
FE Pearson Correlation - 602" 439’ A’ -.002 FOR” il 020 -853" - 067 1
Sig. (2-tailed) o1 oz oz 293 non 134 925 004 7E0
& 25 75 25 25 25 25 15 25 15 25

* Carrelation is significant at the 0.04 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).

The zero order correlation matrix shows that growth in terms of sales (.138), growth in

terms of assets(.077) and size in terms of assets(.229) has positive correlation with the

dependent variable LR1. Variables like Interest coverage(-.467), Dividend payout ratio(-
.282) ,Tax shield(-.067) ,Profitability(-.754) and Cash flow coverage(-.289) are having

negative correlation. Significant correlation is found between profitability, PE ratio and

Interest coverage.
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4.1.5.2 Regression Analysis and Results
Model Summary

Chanie Statistics
Moie Adusted R | Std Erorof | R Bguare
| R | Rauare | Square the Estimate Change | FChange | dff df2 | Sig.F Change
1 e 844 J58 | 48189434 848 9354 g 14 000
! Ao A48 J7 A7807174 - 001 13 1 15 T4
3 17 aH T8 | 47307941 - 006 B47 1 16 A3
4 407 423 J64 | 4BA7HAA -018 1.979 1 17 178

a. Predictors: (Constanf), PE, T8, G5, BA, IC, OFR, GA, CFC, FROF
h. Predictors: (Constant), PE, T8, G5, IC, DPR, GA, GFC, PROF

¢. Pradictors: (Constant), PE, T8, G5, IC, DPR, GA, PROF

. Predictors: (Constant), T8, GS, IC, DPR, GA, PROF

ANOVA®
Sum of
| Model Sruares if iean Sijuare F 5igl.
Regrassion 20,371 g 2263 | 9354 | (0
Residual 1629 14 242
Total 24000 U
! Regression 20343 B 2843 | 126 | oo
Residual 1857 16 20
Total 24.000 4
3 Regression 20185 7 2885 | 12891 Jilllig
Residual 3804 17 14
Total 24.000 4
4 Regression 19753 B 3292 | 13851 oo
Residual 4,247 14 236
Total 24.000 4

3. Predictars: (Constant), PE, T8, 55, 5A, IC, DPR, GA, CFC, PROF
h. Predictors: (Constant), PE, T8, G5, IC, DPR, GA, CFC, PROF

¢ Predictors: (Constant), PE, T8, G, 1C, DPR, GA, PROF

. Predictors: (Constant), T8, GS, IC, DPR, G4 PROF

&. Dependent Variable: LR1
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Coefficients?

Standardized

Unstandardized Coefficients Coefficients 95% Confidence Interval for B

Model B Std. Etror Beta 1 Sig. Lower Bound | Lipper Bound
1 (Constant) -B.128E-16 098 .0oo 1.000 =210 210
IC -315 124 -314 -2.644 022 - &80 -.051

DPR 345 128 345 2.695 017 072 14

TS -238 A6 -.238 -2.239 041 - 464 -.011

FROF -814 ABT -.814 -4.9048 .00n -1.174 - 463

CFC -117 137 -7 -850 409 - 410 A76

GS 335 122 335 2747 014 075 A6

GA -a02 130 -.a02 -2.323 035 - &80 -.025

5A -0 123 -.041 -337 T -.303 220

FE -1485 193 -.195 -1.014 326 - G0 215

2 (Constant) -4 946E-16 096 .00 1.000 -.203 203
IC -a08 19 -.a0g -2 A06 019 - AED -.087

DPR 354 122 354 2.808 oo 095 A3

TS -.240 103 -.240 -2.327 033 -.458 -0

FROF -804 157 - 805 -6.124 .00n -1.138 - 472

CFC -1m 125 -.101 -804 433 - 367 65

G5 339 18 339 2.871 011 .0ag 530

GA - 205 125 -.205 -2 366 03 - AAD -0

FE -210 182 -0 -1.187 R4 - AOF 175

3 (Constant) -5 181E-16 095 .0oo 1.000 -.200 200
IC -.280 12 -.280 -2.495 023 -517 -.043

CFPR 349 A2 349 2.880 ish| a4 603

TS -223 A00 -.223 -2.2348 039 -.434 -013

FROF - 816 155 - 16 -5.272 .00n -1.143 -.480

G5 385 A02 385 3762 002 164 G0

GA -.208 123 -.208 -2.4148 027 - A58 -.028

FE - 24K 175 - 246 -1.407 178 - F14 123

4 (Constant) -4.730E-16 097 .0oo 1.000 -.204 204
IC -314 A12 -.314 -2.864 010 - G54 -.085

DPR 328 123 328 2.670 016 070 587

TS -2a4 A02 -.234 -2.286 035 -.440 019

FROF - 044 129 -.044 -7.A14 .oon -1.214 - E73

G5 393 105 393 3742 001 A7z A13

GA -2 105 -.201 -1.916 071 -4 0149

a. Dependent Variable: LR

The regression analysis shows that the coefficient of determination i.e R? , explained

84.9% variation in LR1 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 82.3%. The t test

shows that the Significant variables found in the equation are Interest coverage, Dividend

payout ratio, Tax shield, Profitability, Growth in terms of sale significant upto 5% level.
LR1=(-4.730E-16) -.319 (IC) +.328 (DPR) -.234 (TS) -.944 (PROF) -.393 (GS) -.201

(GA)
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4.1.6 Main Findings

Correlation
Automobile | Construction IT | Oil, Power& Energy Pharma
IC * **) (*) (*)
DPR
TS *
PROF | (%) **) *) | (%) *)
CFC | (™ %)
GS
GA
SA * (**) *x
PE )
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Regression

Automobile | Construction | IT Oil, Power& | Pharma
Energy

IC * *)
DPR o *) *
TS - *)
PROF ) ) =9 [ )
CFC o
GS *x *x
GA *x * *)
SA (**) *x
PE ()
Variation explained | 68.8% 52.4% 67.4% | 46.7% 84.9%
by all factors
Variation explained | 63.6% 45.5% 59.2% | 43.6% 82.3%
by significant
variable

e As we can see from above tables Profitability

Equity ratio amongst all the 5 sectors.

is negatively correlated to Debt-

e Also Growth in terms of assets is significantly related in IT, Oil, Power and

Energy and Pharma sector.

e Dividend payout ratio is significantly correlated in Automobile, Construction and

Pharma sector.

Hence Hoz is accepted and we can say factors affecting Debt-Equity ratio do not

vary among different sectors of India.
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4.2 Determinants of Debt to Total Long Term Funds Ratio
4.2.1 Automobile

4.2.1.1 Correlation Matrix and Results

Correlations

LR2Z I DFR TS PROF CFC et G S FE
LR2 Pearson Correlation 1 479 303 240 - 456 -.494’ -229 145 336 18
Sig. (2-tailed) 032 Ad1 247 022 mz 271 488 A0 A04
M 24 25 25 25 25 25 25 25 25 25
I Pearson Correlation -429' 1 181 (061 748" 29" 362 -079 -418 -.093
Sig. (2-tailed) 03z 387 77 non non 076 704 nar afate]
M 28 28 28 28 25 25 25 25 25 25
PR Pearson Correlation 303 181 1 232 187 287 oo -.095 a3 487
Sig. (2-tailed) 41 387 264 arn 164 993 B&2 B9z om3
M 18 76 76 25 25 25 25 75 75 75
TS Pearson Correlation 240 61 232 1 261 030 - 262 fijeic] -.057 054
Sig. (2-tailed) 247 771 264 208 288 206 a15 7av a0
b 25 25 25 25 25 25 25 25 25 25
PROF  Pearson Correlation - 486 T4B" 187 (261 1 781" 225 -1 ST -.240
Sig. (2-tailed) 022 0o 370 208 Qilii] 281 523 oo 224
M 18 76 76 25 25 25 25 75 75 75
CFC Pearson Correlation - 404 a29” 287 030 781" 1 286 k] - 487 108
Sig. (2-tailed) 01z 0o 164 884 Qilii] 166 a3 014 B17
M 15 75 75 75 75 75 75 25 25 25
GS Pearson Correlation -229 362 001 - 262 225 286 1 -1 o4 076
Sig. (2-tailed) 271 076 .903 208 281 166 3e7 027 714
M 248 25 25 25 25 25 25 25 25 25
GA Fearson Correlation 144 -.0749 -.0985 023 -13 ifst:] -181 1 -184 - A7
3ig. (2-tailed) 438 709 652 914 £33 783 387 ars om7
M 28 75 75 25 25 25 25 75 75 75
SA Fearson Correlation 336 -y .0e3 -.057 -7 -.48% n1g -184 1 R
Sig. (2-tailed) A0 037 693 787 non 014 937 ars on3
M 25 25 25 25 25 25 25 25 25 25
PE Fearson Correlation RIS -.093 487 054 -.250 -108 076 - 473 70" 1
Sig. (2-tailed) A84 659 013 T80 228 617 719 017 003
i 25 25 25 25 25 25 25 25 25 25

* Carrelation is significant at the 0.05 level {2-tailed).
**. Correlation is significant atthe 0.01 level {2-tailed).

The zero order correlation matrix shows that growth in terms of assets(.145) ,size in
terms of assets(.336) , PE ratio(.115), Tax shield(.240) and dividend payout ratio(.303)
has positive correlation with the dependent variable LR2. Variables like growth in terms
of sales (-.229), Interest coverage (-.429),Profitability (-.456) and Cash flow coverage(-
494) are having negative correlation. Significant correlation is found between

profitability, Profitability and Cash flow coverage and Interest coverage.
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4.2.1.2 Regression Analysis and Results

Model Summary

Change Statistics

Mode Adjusted R Std. Error of R Sguare

| B F Square Sguare the Estirmate Change F Change ol df? Sig. F Change
1 817 B81 440 714159864 B81 3.861 ] 14 014
2 B25s BB A2 8188451 aon 016 1 14 Aa0a
3 B2 BTH Ad7 BYEES4A2 -0oa 261 1 16 B16
4 B1gd BEG 455 BEFO7494 -.0o4 482 1 17 483
3 Fo3F F24 432 EB4444501 -037 2.002 1 18 174

a. Predictors: (Constand), PE, TS, CFC, G2, GA DPR, A, PROF, IC
b. Predictors: (Constand), PE, TS, CFC, GA, DPR, B4 PROF, IC

.. Predictars: (Caonstant), PE, TS, CFC, GA, DFR, PROF, IC

d. Predictors: (Constanf), PE, TS, CFC, DFR, PROF, IC

e. Predictaors: (Constanf), FE, CFC, OPR, PROF, IC

ANOVA
Sum of
| ilodel Sguares df Mean Sguare F Sig.
1 Regression 16.349 q 1.817 3.561 n15e
Residual 7.Ea1 15 A10
Total 24.000 24
2 Regression 16.341 g 2.043 4,267 [0are
Residual 7.6549 16 478
Tatal 24.000 24
3 Regression 16.214 T 2318 5.0549 o3
Residual 7.784 17 458
Tatal 24.000 24
4 Regression 15,990 4 2.664 5.9849 .og14
Residual a.010 18 445
Tatal 24.000 24
il Regression 145.099 4] 3.020 6.446 oo1=
Residual 2.4 19 ]
Total 24.000 24

a. Predictars: {Constanf), PE, TS, CFC, G5, GA DPR, SA PROF, IC
h. Predictars: {Constanf), PE, TS, CFC, GA OPR, 54 PROF, IC

. Predictors: (Constant), PE, TS, CFC, GA, DFR, PROF, IC

d. Predictors: (Constant), PE, TS, CFC, OFR, PROF, IC

e, Predictors: (Constanf), FE, CFC, OPR, PROF, IC

f. Dependent Variable: LR2
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Coefficients®

Standardized

Unstandardized Coefficients Coefficients 95% Confidence [nterval for B

Iode| B Sid. Error Eeta 1 Sin. Lower Bound Upper Bound
1 (Constant) -6.823E-19 143 .aon 1.000 -.304 304
Lo 850 473 850 2010 063 -.058 1.958

DFR it 201 724 3614 003 298 1.143

TS 210 187 210 1.122 280 -.1849 609

FPROF -.A8549 384 -.8549 -1.422 ATE -1.398 278

CFC -1.286 413 -1.286 -2.805 024 -2.380 -.1492

G5 02z ATE 022 128 800 -.352 397

GA 121 213 121 B9 A78 -.333 Aa7h

SA - 147 288 -.147 =811 B17 -.TEO AGA

FE -.2H9 247 -.249 -1.209 246 - B26 228

2 (Constant) 1.BBEE-17 138 oo 1.000 -.293 2493
Iz A63 4449 HB3 21445 048 011 1.914

DFR T24 184 T24 3724 .aaz 3z 1.135

TS 201 168 201 1.1497 249 -.14845 54T

FPROF -.847 368 -.4847 -1.484 1av -1.327 234

CFC -1.2496 4492 -1.2496 -2.633 018 -2.339 -.252

GA 123 206 123 AA8TF R =314 554

oA -.138 270 -.138 =811 B16 -.710 434

FE - 287 234 - 287 -1.242 232 -804 210

3 (Constant) 3.386E-16 L1348 aoo 1.000 -.286 288
Ic a0a A2E a0a 2130 048 o049 1.807

DFR 717 189 17 3.787 .00 .318 1.117

TS 184 61 184 1.142 2R3 - 156 A23

FROF =427 L2749 =427 -1.633 144 -1.014 161

CFC -1.271 478 -1.271 -2.653 17 -2.2e - 260

GA 1349 19y 1349 T 4493 -.280 554

FE -.336 221 -.336 -1.518 147 -.803 131

4 (Constanty 2T791E-16 133 aoo 1.000 -.280 280
Ic 814 .3449 814 2041 056 -.0z24 1.651

DFR 33 184 733 3.954 .o 344 1.123

TS 214 14z 214 1.414 T4 -104 A34

FROF -.525 238 -.825 -2.211 040 -1.024 -.028

CFC -1.116 418 -1.116 -2.6B2 1B -1.998 - 235

PE -.424 A7a -.4249 -2.444 025 - 747 - 060

5 (Constant) 2 TA4E-16 13T .aon 1.000 - 287 28T
I BE2 408 B2 2114 048 0049 1.713

DFR Oz 188 Faz 42748 .aao 404 1.180

FROF -.408 228 -.408 -1.7E6 090 -.886 ara

CFC -1.260 418 -1.260 -3.016 .aar -2134 - 386

FPE - 426 180 - 436 -2.368 029 -.803 -.0448

a. Dependent Variahle: LR2
The regression analysis shows that the coefficient of determination i.e R? , explained

68.1% variation in LR2 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 62.9% over the total

variation. The t test shows that the Significant variables found in the equation are Interest

coverage, Dividend payout ratio, Cash flow coverage, PE ratio that are significant upto

5% level and Profitability is significant upto 10% level.
LR2=2.749E-16 + 0.862 (IC) + 0.792 (DPR) -.408 (PROF) — 1.26 (CFC) - .426 (PE)
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4.2.2 Construction

4.2.2.1 Correlation Matrix and Results
Correlations
LR? I DFR TS PROF CFC et G =7 PE
LR2 Fearson Correlation 1 - Baz” -327 0og -.653" - 637" REL 248 -A23" a2
Sig. (2-tailed) oon 043 954 ono noo 225 123 001 043
H 40 40 40 40 40 40 40 40 40 40
Ic Pearson Correlation - B92" 1 209 -014 B3 243" -174 -182 280 - 346
Sig. (2-tailed) il 195 933 .ooa 0o 2649 261 .0ea 024
M 40 40 40 40 40 40 40 40 40 40
DFR Pearson Correlation By 204 1 -213 071 237 045 o7 -148 200
Sig. (2-tailed) 043 Rl 188 663 Ad1 784 915 362 215
M 40 40 40 40 40 40 40 40 40 40
TS Fearson Correlation o0 -014 -213 1 .on7 -.045 -.062 08 428" 225
Sig. (2-tailed) 954 833 188 B6A 78S 702 &08 006 164
M 40 40 40 40 40 40 40 40 40 40
FROF  Pearson Correlation - 853" BRI 71 ooz 1 545" -018 =211 37 Bl
Sig. (2-tailed) il oon Nilax] 965 noo A06 REL 308 16
h 40 40 40 40 40 40 40 40 40 40
CFC Fearson Correlation - B37” 943" 237 -045 546" 1 -.220 -188 204 - 361
Sig. (2-tailed) 0o .0on A4 788 i} 172 246 (065 022
M 40 40 40 40 40 40 40 40 40 40
G3 Fearson Correlation R -179 045 -062 -.014 -220 1 Gaa” -.453" 281
Sig. (2-tailed) 225 269 784 702 S06 172 ooo 003 114
M 40 40 40 40 40 40 40 40 40 40
GA Pearson Correlation 248 -182 mz 108 =21 -188 Eag" 1 247 202
Sig. (2-tailed) 23 261 a5 &08 91 248 non 124 M2
H 40 40 40 40 40 40 40 40 40 40
SA Fearson Correlation - 823" 280 -148 428" A3 204 - 453" - 247 1 - 539"
Sig. (2-tailed) oo .0ea 382 1] .398 jilc] Rilue] 124 Jilii]
M 40 40 40 40 40 40 40 40 40 40
FE Fearson Correlation 327 - 346 200 -228 -a80 - 361 281 202 438" 1
Sig. (2-tailed) 043 029 214 164 016 022 118 212 .00o
M 40 40 40 40 40 40 40 40 40 40

**. Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

The zero order correlation matrix shows that growth in terms of assets (.248), growth in
terms of sale (.196), PE ratio (.322) and Tax shield (.009) has positive correlation with
the dependent variable LR2. Variables like Interest coverage (-.692), Profitability (-.553)

and Cash flow coverage (-.637), Dividend payout ratio (-.322), Sales in terms of asset (-

.523) are having negative correlation. Significant correlation is found between Interest

coverage, Profitability, Cash flow coverage, sales in terms of assets, Dividend payout

ratio and PE ratio.
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4.2.2.2 Regression Analysis and Results

Model Summary

Change Statistics

Mode Adjusted R Std. Error of R Square

| F R Square Sguare the Estimate Change F Change df1 df2 Sig. F Change
1 gk 742 BG4S ATEO93IE 742 9.593 ] il oo
2 Bage 738 BT AT301343 -004 4488 1 kli] A04
3 BaEs 734 B7& AB987007 -.005 A8 1 N 464
4 aRzd N BTT AER2Y634 -0ay 818 1 3z 373
5 848 718 BT8 ABTE4460 -00s a27 1 KK] 344
5 835 BA7 FAR3 SB0534232 - 022 2614 1 34 115

a. Predictors: {Constant), PE, DPR, GA, TS, FROF, CFC, 84, G5, IC
h. Predictors: {Constant), PE, DPR, GA, TS, PROF, 5A, G5, IC

c. Predictors: (Constanf), PE, DFR, TS, PROF, 8A, G5, IC

d. Predictors: {Constanf), PE, DFR, TS, PROF, 54, IC

e, Predictors: {Constant), DPR, TS, PROF, 8A, IC

f. Predictors: (Constant), DPR, PROF, SA, IC

AMOVA?
Surm of

Woial Sguares df hMean Square F Sig.

1 Regression 28,943 ] 3216 9593 oo
Residual 10.067 30 3348
Total 38.000 34

2 Regrassion 28.789 8 3.599 10.926 .oone
Residual 10,211 kil 329
Total 39.000 39

3 Regression 28.608 7 4.087 12,584 oo
Residual 10.382 3z 325
Tatal 39.000 34

4 Regression 28.342 ] 4724 14 626 oo
Residual 10.658 33 323
Tatal 39.000 39

5 Regression 28.044 1] 5,609 17.407 .oooe=
Residual 10955 34 322
Total 39.000 39

= Regression 27.202 4 6.801 20174 oon’
Residual 11.758 35 337
Taotal 39.000 34

a. Predictors; {(Constant), PE, DPR, GA, TS, PROF, CFC, 8A, G5, IC
b. Predictors: (Constant, PE, DPR, GA, TS, PROF, 8A, GS, IC

t. Predictors: (Constant), PE, DPR, TS, PROF, 84, G5, IC

d. Predictors: (Constant), PE, DPR, TS, PROF, S&, IC

e, Predictors; {(Constant), DPR, TS, PROF, A, IC

. Predictors: (Constant), DFR, PROF, SA, IC

g. Dependent Variable: LR2
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Coefficients”

Standardized

Unstandardized Coeflicients Coefficients 95% Confidence Interval far B

nlodel B Std. Error EBeta 1 Sig. Lowver Bound pper Bound
1 (Constant) 1.181E-15 .092 .0oo 1.000 -.187 87
Ic -.560 334 -.560 -1.676 104 -1.243 122

DFR -.2G68 102 -.268 -2B33 013 - 4TH -.0E0

TS TS 109 75 1.609 118 -.047 397

FROF -212 44 =22 -1.474 51 -.505 082

CFC 207 306 207 B77 504 -.418 832

G5 -.1584 140 -.1548 -1.110 276 -.440 130

GA .08y 132 087 732 470 -173 366

SA -.609 133 -.609 -4.563 .0oo -.881 -336

PE -.033 124 -.0483 - T54 457 - 346 159

2 (Constant) 1.211E-15 091 .0oo 1.000 -.184 185
c -.354 135 -.354 -2B25 013 - 628 -079

DPR -.258 100 -.258 -2.585 015 - 461 -.054

TS 166 07 BB 1.554 130 -.0a2 385

FROF -.243 135 -.243 -1.803 081 -.518 03z

G5 - 161 138 - 161 -1.165 263 -.443 21

GA .08y 131 087 742 464 =170 363

SA -G08 132 - 608 -4 600 .0oo -.8r8 -.338

PE =111 120 - 111 -.925 362 -.355 133

3 (Constant) 1.176E-15 .080 .0oo 1.000 -.184 184
c =34 133 -3 -2.570 015 - B11 -.071

DPR -.287 099 -287 -2.680 014 -.458 -.085

TS 182 104 182 1.740 082 -03 394

FROF =271 129 -.271 -2.106 043 -.533 -.009

G5 -.0495 104 -.095 -804 373 -.307 118

SA -G08 131 -.608 -4.632 .0oo -.876 =341

PE =111 118 =111 -.933 358 -.3583 131

4 (Constant) 1.080E-15 .080 .0oo 1.000 -.183 183
Ic -.329 132 -.3249 -2.498 018 -.5487 - 061

DPR -.258 .099 -.258 -2.613 013 -.459 -.0s7

TS BT 103 BT 1.626 13 -.042 377

FROF -.284 27 -.284 =223 033 -.543 -025

SA -.563 121 -.563 -4.653 .0oo -.809 T

PE =114 119 =114 -.960 344 -.3585 427

5 (Constant) 9.885E-16 .080 .0oo 1.000 -.182 182
Ic -.3z22 31 -.322 -2.453 019 -.5849 -.055

DPR =277 .087 =277 -2.867 ooy -.474 -.081

TS 166 103 BB 1.617 115 -.043 375

FROF =251 123 -.251 -2.051 048 -.500 -.0oz2

S5A -.510 108 -.510 -4.737 .0oo -.724 =281

& (Constant) 8.672E-16 082 .0oo 1.000 -.186 186
Ic =347 133 =347 -2.5499 014 -B17 -.076

DPR -.287 .088 -.287 -3.029 .0os - 496 -.088

PROF -.243 125 -.243 -1.937 061 -.4497 012

SA - 436 100 -.436 -4.374 .00o -.F38 =234

a. Dependent Variable: LR2
The regression analysis shows that the coefficient of determination i.e R? , explained

74.2% variation in LR2 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 69.7% over the total

variation. The t test shows that Interest Coverage, Dividend payout ratio and Size in

terms of assets are significant upto 5% level and Profitability upto 10% level.
LR2= (8.627E-16) -0.347 (IC) -0.297 (DPR) -0.243 (PROF) -0.436 (SA)
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423 1T

4.2.3.1 Correlation Matrix and Results

Correlations

LR2Z I DFR TS PROF CFC et G S FE
LR2 Pearzon Correlation 1 -.308 -.203 197 -394 281 -028 103 147 68
Sig. (2-tailed) 134 332 345 051 74 894 E23 482 423
M 24 25 25 25 25 25 25 25 25 25
I Pearson Correlation 308 1 256 024 (364 A5E 091 a2 146 045
Sig. (2-tailed) 134 217 804 074 022 GEBR Ba7 486 kv
M 25 25 25 25 25 25 25 25 25 25
PR Pearson Correlation -.203 256 1 -.484 368 182 282 o 042 430
Sig. (2-tailed) 332 217 014 071 385 A7z B84 843 032
M 28 28 28 28 25 25 25 25 25 25
TS Pearson Correlation 97 024 -4n4 1 - 70" -120 - 267 -.270 -.348 -.393
Sig. (2-tailed) 34A 804 014 non Rl a7 102 naa 082
M 28 25 25 25 25 25 25 25 25 25
PROF  Pearson Correlation -394 364 368 -7an” 1 444 43 a2 a7a" 36E
Sig. (2-tailed) 081 074 071 noo 026 ki 17 ooz o7z
M 18 76 76 25 25 25 25 75 75 75
CFC Pearson Correlation 281 486 182 =120 444’ 1 0ES 273 047 044
Sig. (2-tailed) A74 022 385 567 Rijel] 784 a7 824 824
M 15 75 75 75 75 75 75 25 25 25
GE Peargon Correlation -028 091 282 - 267 435" s 1 A70 257 227
Sig. (2-tailed) 894 GEE A72 187 020 784 418 218 276
M 28 75 75 25 25 25 25 75 75 75
GA Fearson Correlation Rk naz2 031 - 270 322 273 A70 1 =120 -.044
3ig. (2-tailed) 623 607 884 192 17 187 418 AR 833
M 15 75 75 75 75 75 75 25 25 25
SA Fearson Correlation 147 RE!] 042 -.3248 a7a” 047 287 =120 1 474
3ig. (2-tailed) 482 486 643 088 002 824 Ak 560 om7
M 248 25 25 25 25 25 25 25 25 25
PE Fearson Correlation BRI 045 430 -.3293 366 044 227 -.044 474 1
3iy. (2-tailed) 423 832 032 052 072 834 276 833 017
i 25 25 25 25 25 25 25 25 25 25

*. Correlation is significant at the 0.05 level {2-tailed).
**. Correlation is significant atthe 0.01 level {2-tailed).

The zero order correlation matrix shows that growth in terms of assets (.103), size in

terms of assets (.147), PE ratio (.168) and Tax shield (.197) has positive correlation with

the dependent variable LR2. Variables like Interest coverage (-.308), Dividend payout
ratio (-.203), Profitability (-.394), Cash flow coverage (-.281) and Growth in terms of

sales (-0.028) are having negative correlation. No variable is found to be significant here.
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4.2.3.2 Regression Analysis and Results
Model Summary
Change Statistics
Mode Adjusted R Std. Error of R Square
| R B Souare Sguare the Estimate Change F Change dfl df2 Sig. F Change
1 |- B75 481 F2066510 678 3468 9 18 016
2 |2 B¥5 813 BA794454 .ooo .oov¥ 1 18 834
3 Bag= Nirgi] A4 BTT48196 oo 18 1 16 BAA
4 a164 BES A54 BETEA380 -.009 492 1 17 493
5 DL B47 A84 BETEO030 -018 986 1 18 334
6 79z B2T A52 BEYZ3ITH -020 1.098 1 19 308
7 ol 581 521 H9184300 - 046 2443 1 20 134
a. Predictors: (Constanf), PE, CFC, GS, GA, IC, TS, 8A, DPR, PRCF
h. Predictors: (Constanf), PE, CFC, G5, GA, TS, 84 DPR, PROF
c. Predictors: {Constant), PE, CFC, GS, GA, TS, 8A, PROF
d. Predictors: (Constant), PE, G5, GA, TS, 5A, PROF
e Predictors: (Constanf), PE, GA, TS, 5A, PROF
T Predictars: (Constant), PE, Ga&, 84, PROF
o. Predictars: (Canstanf), GA, 84, PROF
ANOWA "
Surm af
| Model Squares =} hlean Square F Sicg.
1 Redression 16.210 =} 1.8201 3468 .01 6=
Residual ¥.7¥9n0 15 5149
Total 24.000 24
2 Regression 16.206 =} 2026 4159 .oavFe
Residual F.ra4 16 487
Total 24 000 24
3 Redression 16.197 v 2314 5.041 ooz=
Residual 7.803 17 454
Total 24.000 24
4 Redgression 15.971 5 2 BE2 54968 o014
Residual 2.029 18 445
Total 24.000 24
5 Redgression 15,532 a 3106 5970 .oo1=
Residual 2.468 19 446
Total 24.000 24
3] Redgression 15.042 4 2.761 82.3965 ooof
Residual 2.958 20 448
Total 24.000 24
T Regression 13.948 3 4 549 9714 .oone
Residual 100582 21 479
Total 24 000 24

o 8 0T oD

(=18

Fredictors: {Constant), PE, GA, TS, 84, PROF
T. Fredictors: (Constant), PE, GAa, SA, FROF
d. Predictars: (Constant), GA, 54, PROF

h. Dependent Yariable: LR2
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. FPredictars: {Constant), PE, CFC, G5, GA, TS, 54, DPR, PROF
. Predictors: (Constant), PE, CFC, G5, GA, TS, 5A, PFROF

. Predictors: (Constant), PE, GS, GA, TS, SA, PROF




Coefficients?®

Standardized

Unstandardized Coefficients Coefficients 958% Confidence Interval far B

Model B Std. Errar Eeta 1 Sig. Lower Bound | Upper Bound
1 {Constant) -7 45BE-16 144 .0on 1.000 -.a07 307
I -7 98 -017 -.084 34 -.438 405

DPR -4 210 -.014 -.092 28 - 468 4329

T8 -.307 297 -.307 -1.034 T -840 325

FROF -1.439 et -1.439 -3TIT ooz -2.261 - B16

CFC 132 105 132 7R A09 -.284 548

G5 A7 ATE 79 1.019 324 -.194 553

GA A23 A75 523 2.985 009 AA0 Relels

54 B0 238 801 3.372 004 295 1.307

FE A80 193 80 933 3ES -2 590

2 (Constanty -7 ABYE-16 140 000 1.000 - 296 296
OPR -.0248 A -.024 133 B0 -.430 379

T8 -39 252 -314 -1.267 223 -.854 215

FROF -1.452 341 -1.452 -4 257 oo -2174 -.724

CFC 130 187 120 632 480 - 267 526

G5 A8 AGT 181 1.083 2048 -173 536

GA A23 A70 523 3.083 ooz 63 882

SA am 230 801 3.482 oo3 el e 1.289

FE A8 186 181 976 343 -212 575

3 {Constant) -7 A94E-16 135 000 1.000 - 286 286
TS -0 234 -310 -1.322 204 -804 184

PROF -1.455 330 -1.455 -4.407 .0an -2.152 -758

CFC A6 A80 1326 701 483 -.254 A0R

G35 A77 1809 A77 1.111 282 -169 13

GA 528 AED 528 3.306 004 RES| BEG

SA a2 209 812 3.880 om Aarn 1.253

FE 172 6 72 1.033 316 -174 532

4 (Constanty -7.252E-16 134 000 1.000 -.281 281
TS - 241 210 -241 -1.149 elils - B8t 200

FROF -1.317 (261 -1.317 -5.048 oon -1.864 -.764

G5 152 153 152 993 334 -170 473

GA 536 157 536 3.407 oo3 204 8RR

54 Thd 195 TG4 3.919 om 354 1173

FE 182 AR3 182 1.118 78 -.160 535

5 {Constant) -7.333E-16 134 .0on 1.000 -.279 279
TS -8 208 -218 -1.048 308 - BA4 218

FROF -1.240 249 -1.240 -4.974 oon -1.762 -714

GA 543 157 543 3460 oo3 215 872

SA 7AO 105 750 3.897 om 381 1166

FE 200 A62 200 1.237 23 -.134 539
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B (Constanty | -5905E-16 134 .oon 1.000 -279 kg
FROF -1.075 183 -1.07% -5 466 oo -1ATT -BT2
GA 546 A&7 546 3470 oz 218 74
SA 718 Am 718 3754 ilig| 319 1117
FE 245 1587 245 1,863 134 -.0a2 572
7 (Constant) | -7 GOSE-16 a8 .oon 1.000 -.288 Lt
FROF -1.033 198 -1.033 -5.225 oo -1.444 - 522
GA 532 162 532 3.278 004 145 870
SA 808 R Nk 42849 00 A6 1.200

a. Dependent Wariahle: LR2

The regression analysis shows that the coefficient of determination i.e R? , explained

67.5% variation in LR2 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 58.9% over the total

variation. The t test shows that the Significant variables found in the equation are

Profitability, Growth in terms of asset, Size in terms of assets significant upto 5%.
LR2= (-7.608E-16) -1.033 (PROF) +.532 (GA) +.808 (SA)
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4.2.4 Oil, Power and Energy

4.2.4.1 Correlation Matrix and Results

Correlations

LR? i DFR TS PROF CFC G35 GA G4 PE
LR2 Pearson Correlation 1 Bclily ili] 479" -.485" -153 -.047 -128 291 nza
Sig. (2-tailed) na 483 non non 244 720 a7 nz24 429
M 1] 1] Rl fill fill Gl fil fil 1] 1]
Ic Pearson Correlation -.305' 1 203 127 a4 042 -048 -.026 -.0A1 -110
Sig. (2-tailed) na A20 333 014 740 Al a4z k] 403
M 1] 1] Rl fill fill Gl fil fil 1] 1]
DFR Fearson Correlation 0oz 202 1 aeg” -128 -123 2T Ehcrii 264 0es
Siy. (2-tailed) 983 120 002 330 349 o037 004 050 518
M 1] 1] Rl fill fill Gl fil fil 1] 1]
TS Fearson Correlation 479" 127 el 1 Miclil:) -.404" -.210 - 411" 221 -.0gs
3ig. (2-tailed) ooo 333 002 016 o1 07 om 090 02
M ] ] 1] Bl Bl Gl fil fil ] ]
FROF  Pearson Correlation -.495" RciFS 128 a0y 1 &eg” A1E" 530" - B -.335"
3ig. (2-tailed) ooo 014 330 016 000 om o000 ooo 009
M 1] 1] fil fi fi Gl fi0 fi0 1] 1]
CFC Fearson Correlation -153 n4z2 -123 - 404" ae8” 1 452" el -a” -187
3ig. (2-tailed) 244 780 340 001 000 o000 o000 oo 232
M 1] 1] fil fi fi Gl fi0 fi0 1] 1]
GS Fearson Correlation -047 -048 =270 =210 41" 452" 1 388" 228 -.08z2
Sig. (2-tailed) 720 716 037 07 001 .ono oos ne4 536
M 1] 1] fil fi fi Gl fi0 fi0 1] 1]
GA Peargon Correlation -1249 - 026 -arn” -4 &30” i 389" 1 -421" - 0639
Sig. (2-tailed) 327 842 004 001 .0oa .ono oos 0o R
M fi0 fi0 fil £l £l i1 fi0 fi0 fi0 fi0
SA Pearson Correlation a1 -051 254 221 - B Bkl -228 -421" 1 nav
Sig. (2-tailed) 024 o6 050 .0en .0oa 010 a4 o 774
M fi0 fi0 fil £l £l i1 fi0 fi0 fi0 fi0
FE Pearson Correlation nza =110 nas -088 -335" -157 -.0a2 -.0f3 naz 1
Sig. (2-tailed) 829 403 18 &0z 004 232 536 &0 778
b fi0 fi0 fil fill fill £l fil fil fi0 fi0

* Correlation is significant at the 0.05 level {2-tailed).
** Carrelation is significant at the 0.01 level {2-tailed).

The zero order correlation matrix shows that PE ratio (.028), Tax shield (0.479),

Dividend payout ratio (.003) and sales in terms of assets (0.291) has positive correlation

with the dependent variable LR2. Variables like Interest coverage (-.305), Profitability (-

0.495) and Cash flow coverage (-0.153), Growth in terms of assets (-.129), growth in

terms of sales (-0.47) are having negative correlation. Significant correlation is found

between Interest coverage, Profitability, Tax shield.
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Regression Analysis and Results

Model Summary
Change Statistics
Mode Adjusted R Std. Error of R Sguare
| B B Souare Sguare the Estimate Change F Change dr] df? Sig. F Change
1 Fae Rapit] 4448 FA517372 A4 6.250 2] an .ooo
2 FarTe Rapit] 485 F3s01420 oo 05 1 a0 876
3 726 R 464 73244035 -.ooz2 218 1 a1 H43
4 T25 A5 A7 FITO0546 -.onz 216 1 52 Fd4
] N 521 ATT 72349467 - 004 480 1 a3 492
a. Predictors: (Constanf), PE, BA, IC, GE, TS, DPR, GA, PROF, CFC
h. Predictors: {Constant), PE, IC, GS, TS, OPR, GA, PROF, CFC
c. Predictors: (Constant), PE, IC, G2, T8, DFR, FROF, CFC
d. Predictors: (Constanf), 1€, G5, TS, DPR, PROF, CFC
e. Predictars: (Canstant), 1, TS, DPR, PROF, CFC
ANOWAT
Sum af
| Wodel Squares df llean Sguare F Sig.
1 Regression 31.236 ] 3.471 B.250 aog=
Residual 7. 764 a0 885
Tatal 59.000 549
2 Regression 31.222 8 3803 T7.165 .oone
Residual 27TTR 51 545
Total 59.000 549
3 Regression 31104 7 4443 8.283 .ooo=
Residual 27.896 g2 636
Total 59.000 54
4 Regression 30.988 g 5,165 .77 .oopd
Residual 28012 a3 529
Total 59.000 549
5 Regression 0734 5 5.147 11.743 .ono=
Residual 28.266 54 4823
Total A9.000 a4

5. Predictars: (Caonstant), PE, 3A, 1C, G5, T8, OPR, GA, PROF, CFC
b. Predictors: (Constant), PE, IC, G5, TS, OPR, GA, PROF, CFC

c. Predictors: (Constant), PE, IC, G5, TS, DFR, PROF, CFC

d. Predictors: (Constant), IC, GS, TS, DFR, PROF, CFC

e, Predictors: (Constant), IC, TS, DPR, PROF, CFC

f. Dependent Variahle: LR2
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Coefficients”

Standardized
Unstandardized Coefficients Coeflicients 95% Confidence Interval for B
| odel =] Std. Error Beta 1 Sin. Lovyer Bound Upper Baund
1 (Constant) 1.366E-16 096 .oon 1.000 -.183 193
c -1a8 A1 -188 -1.684 098 -.411 036
DFR -.1481 127 -.181 -1.191 239 -.405 103
TS 548 121 A48 4523 .onn 204 Tl
FROF - 527 A - 837 -z2.910 ans -.8an - 163
CFC 258 1826 289 1.294 169 -4 B33
GS .0an 114 090 TEE 443 -.1449 azs
GA a6 a0 a6 474 B37 - 3277 448
SA Rl 134 24 1487 BTE -.2449 21
PE -.054 113 -.054 -.480 B33 -.281 173
2 (Constant) 1.429E-16 nas aooo 1.000 -4a A1a
c -84 09 -84 -1.699 n9s -.402 a4
DFR -147 123 -147 -1.195 238 -394 100
TS 545 1189 545 4883 oo 306 784
FROF -543 145 -543 -3.754 ooo -834 -2483
CFC 262 124 262 1.427 160 -107 B30
GS .0az 17 .09z 790 433 -142 326
GA a2 78 a3 ABG F43 -274 440
FE -.053 108 -.059 -.545 588 - 276 148
3 (Constant) 1.216E-16 095 .oon 1.000 -.180 a0
Ic -1aa 07 -1a8a -1.755 nas -.404 nz7
DFR -172 103 -172 -1.576 121 -.392 047
TS 880 118 &80 4 GER .onn 213 786
FROF -528 140 -5249 -3.771 oo -810 - 247
CFC az2 30 cirl] 2.487 16 062 AA82
GS a2 14 a2 728 470 - 146 a2
FE -.04a 105 -.0449 - 465 Fd4d - 260 162
4 (Constant) 1.009E-16 094 aooo 1.000 -1a8 1a8
Ic -14a0 107 -1490 -1.786 a0 -.404 nz3
DFPR -180 107 -180 -1.674 100 -.305 fukcls
TS AE3 113 AE3 4979 ooo 336 7490
FROF -.808 132 -a08 -3.853 ooo -772 -243
CFC 224 128 324 2825 o158 {067 &8z
GS are 113 are Rok] 4932 -148 3204
5 (Constant) 1.071E-16 093 aooo 1.000 -1a7 187
Ic -.19a 105 -.1499 -1.895 063 -.410 012
DPR - 196 04 - 196 -1.884 OGS -.405 13
TS A7 12 A7 a4.092 ooo 346 745
FROF -.426 127 -.486 -3.818 .00o -.742 -2
CFC 248 123 348 2.830 007 02 505

a. Dependent Variable: LR2

The regression analysis shows that the coefficient of determination i.e R? , explained

52.9% variation in LR2 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 52.1% over the total

variation. The t test shows that Cash flow coverage, Profitability, tax shield are

significant upto 5% level and Interest coverage and Dividend payout ratio upto 10%

level.

LR2= (1.071E-16) -0.199 (IC) -.196 (DPR) +0.571 (TS) -0.486 (PROF) +0.348 (CFC)
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4.2.5 Pharma

4.2.5.1 Correlation Matrix and Results

Lorrelatons
LR? IC DFR 15 PROF CFC GEo G =7 PE
LR2 Pearson Correlation 1 23" - 267 -013 - B43" 397 20 168 A70 - RGBS
Sig. (2-tailed) ooz Aa7 929 o1 nsn 336 430 418 ili]
N 258 25 258 25 258 25 25 25 25 25
Ic Fearson Correlation -523" 1 33 - 164 303 -.094 20 145 - 163 439
Sig. (2-tailed) o7 06 433 052 637 EBT 483 421 ijel:]
M 28 75 28 25 28 25 15 25 15 25
DPR Pearson Correlation - 267 an 1 n54 556" ATE 03 -157 -3 a8
Sig. (2-tailed) 187 A06 798 004 309 884 455 130 m3
M 24 25 24 25 24 25 25 25 25 25
TS Fearson Correlation -01a - 164 054 1 -072 147 082 -.040 148 -.002
3ig. (2-tailed) 429 433 78 732 484 a04 48 478 893
& 28 25 28 25 28 25 185 25 185 25
PROF  Pearson Correlation - 643" 393 A8R" 072 1 189 82 -2 -an 708"
Sig. (2-tailed) o1 a2 004 732 340 384 289 A7 0o
M 28 25 28 25 28 25 25 25 25 28
CFC Fearson Correlation -397 -.099 76 147 REL 1 - 465 222 -.283 308
Sig. (2-tailed) 80 637 304 484 340 018 286 A70 134
N 258 25 258 25 258 25 25 25 25 25
GS Fearson Correlation 201 A20 ooz naz2 182 - 4G5 1 165 -018 020
Sig. (2-tailed) 336 AET 884 804 384 ng 430 a1 a2
M 28 75 28 25 28 25 15 25 15 25
GA Pearsan Correlation ABA -145 -1587 -.040 -2 -222 ABS 1 -188 - 553"
Sig. (2-tailed) 430 488 455 R43 284 286 430 367 04
M 24 il 24 25 24 25 25 25 25 25
SA Fearson Correlation A70 - 169 -3 REL] -3 -.283 -018 -.188 1 -.067
3ig. (2-tailed) 418 42 130 478 17 170 431 367 AN
N 25 25 25 75 25 75 15 75 15 75
FE Pearson Correlation - 665" 439’ A’ -.002 FOR” il 020 -853" - 067 1
Sig. (2-tailed) oz oz ma 293 non 1349 925 004 TED
M 28 25 28 25 28 25 25 25 25 28

** Carrelation is significant at the 0.01 level (2-tailed).
* Caorrelation is significant at the 0.04 level (2-tailed).

The zero order correlation matrix shows that growth in terms of sales (.201), growth in
terms of assets (.165) and size in terms of assets (.170) has positive correlation with the
dependent variable LR2. Variables like Interest coverage(-.523), Dividend payout ratio(-
.267) ,Tax shield(-.019) ,Profitability(-.643), Cash flow coverage(-.397) and PE ratio(-
0.565) are having negative correlation. Significant correlation is found between

profitability, PE ratio, Interest coverage, Profitability and Cash flow coverage.

56




4.2.5.2 Regression Analysis and Results
Model Summary
Chanie Statistics
Mode Adjusted R Std. Errar of F Souare
| R R Sguare Souare the Estimate Change F Change dfl df? Sig. F Change
1 8747 B3 B2 B1824237 TE3 5.378 g 15 oz
2 8740 763 B44 H8585971 0o og 1 15 A
3 il 780 B48 58463510 -014 830 1 16 344
4 B5pd 736 648 592814509 -013 .Bog 1 17 387
] 8342 695 B14 B2071334 -.041 2.823 1 18 A0
] B0y ik k] 64384548 -.040 2918 1 19 124
7 1848 fi15 alall] FiE348468 -.040 2.3 1 20 144
a. Predictors: (Constant), PE, TS, GS, BA, IC, DPR, GA, CFC, PROF
h. Predictors: (Constant), TS, GS, SA, I, DPR, GA, CFC, PROF
¢ Predictors: (Constant), TS, G5, I, DPR, GA, CFC, PROF
d. Predictors: (Constant), TS, G5, IC, DFR, CFC, PROF
e. Predictors: (Canstanf), G5, IC, DPR, CFC, PROF
f Predictors: {Constant), G5, IC, DPR, PROF
g. Predictors: (Constanf), GE, IC, PROF
AMOWVA"
Sum of
| hlodel Squares of Mean Square F Sig.
1 Regression 18.322 =] 2.036 5.378 .ooz=
Residual A.6TE 15 L3749
Total 24.000 24
2 Regression 18.319 =] 2.2490 G.450 .oo1e
Residual a.681 16 3548
Total 24.000 24
3 Regression 17.989 T 2.A70 T.268 .oons
Residual &.011 17 354
Total 24 .000 24
4 Regression 17672 5] 2045 =Rhcirg= .oond
Residual 6.328 18 352
Total 24.000 24
4 Regression 16.680 5 3.336 2,658 .oon=
Feziduai oA 14 Rl
Total 24.000 24
& Regression 16.709 4 3.927 3474 oo
Residual 2.291 20 A18
Tatal 24.000 24
v Regression 14 TAG 3 49149 11173 .oone
Residual 9244 21 440
Total 24 000 24
a. Predictors: (Constant), PE, TS, G5, SA, 12, DPR, GA, CFC, PROF
b. Predictors: (Constant), TS, GS, S&, 1C, DPR, GA, CFC, PROF
c. Predictors: (Constant), TS, G5, 1S, DPR, GA, CFC, PROF
d. Predictars: (Constant), TS, GS, 1S, DPR, CFC, PROF
e. Predictars: (Constant), G5, I, DFPR, CFC, PROF
1. Predictors: (Constant), GS, |, DPR, PROF

d. Predictars: (Constant), G5, IC, PROF
h. Dependent variable: LREZ2
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Coefficients?®

Standardized

Unstandardized Coefficients Coefficients 95% Confidence Interval for B

Model B St Errar Beta 1 Sig. Lower Bound | Upper Bound
1 (Constant -8 165E-16 123 .onn 1.000 - 262 262
I -.492 155 -.442 -31TE 006 -823 - 162

DPR 278 ABD 278 1.733 04 - 064 619

TS -3 133 -213 -1.608 129 -.497 70

FROF - BBA .209 - BEA -3.182 006 -1.110 -.220

CFC -.345 A72 -.345 -2.008 063 -7 021

G35 258 153 258 1.687 A12 - 0E8 583

GA -174 A63 -175 -1.073 300 - 522 A72

54 - 136 154 - 136 - gag 389 - 464 181

FE -.021 241 -.021 -.0a8 an - 534 492

2 (Constant -8.213E-16 14 .00 1.000 -.253 253
I -.487 142 - 487 -3.807 003 797 -187

DPR 276 154 276 1.795 0az -.050 01

TS -4 128 -214 -1.678 A13 - 426 057

FROF - B75 66 - 674 -4.063 oo -1.028 -.323

CFC -.3480 1589 -.380 -2.202 043 - g6 -013

G5 256 147 256 1.740 Am - 056 5R3

GA -168 138 - 168 -1.217 241 - 460 1324

SA -.140 145 -140 - Oh4 340 - 446 AB7

3 (Constant -4 117E-16 19 .onn 1.000 -.251 251
I -.483 A4 -.483 -3.434 003 - 780 - 186

OPR 2301 51 301 1.8a3 063 -018 20

T8 -225 127 -225 -1.767 085 -.483 044

FROF - h52 164 - &2 -3.872 om -.808 - 306

CFC -.a04 151 -.304 -2.011 [OED - E24 NiiR

G5 26T 147 267 1.621 086 -.042 ATR

GA -122 129 -122 -.047 357 -.305 A50

4 (Constant -3861E-16 119 .onn 1.000 -.249 249
I - 467 139 - 467 -3.364 004 - TED -174

DFR 298 151 298 1.981 063 -8 F15

T8 -2 A6 -212 -1.680 A10 - 477 053

FROF - F24 162 - F24 -3.B86 om - BE8 -.284

CFC -.287 A50 -.287 -1.814 o072 - B 023

G5 243 145 243 1.714 104 - 056 553

5 (Constant -3 BS1E-16 124 .onn 1.000 - 260 260
I -414 143 -418 -2.038 008 -718 =121

DFR 258 156 258 1667 14 - 0B 584

FROF - B18 169 - F18 3662 ooz 872 - 264

CFC -.245 185 -.245 -1.6887 129 - AR n7a

G5 240 152 L2410 1.640 A17 - 0ED ABR
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B (Constanty | -4191E-16 124 .oon 1.000 - 263 264
Iz -ara 144 -.373 -2AT4 18 -B75 -.071
DFR 244 BT 244 1817 145 -.092 581
FROF -.70n AGT -.700 4188 000 -1.049 -.351
G5 372 1348 372 2757 12 om 54
7 (Constant) | -3671E-16 133 .oon 1.000 - 276 276
I -.3319 148 339 -2.297 3z - B46 -.03z
FROF -573 144 - 573 -3.845 Nilig} -.8a2 - 263
G55 346 138 346 28048 021 054 32

a. Dependent Wariahle: LR2

The regression analysis shows that the coefficient of determination i.e R? , explained

76.3% variation in LR2 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 61.5% over the total

variation. The t test shows that the Significant variables found in the equation are Interest

coverage, Profitability, Growth in terms of sale significant upto 5% level.
LR2=-(3.671E-16) -0.339 (IC) -0.573 (PROF) +0.346 (GS)
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4.2.6 Main Findings

Correlation

Automobile Construction IT | Oil, Power& Energy Pharma
IC (*) (**) *) (**)
DPR *)
TS **
PROF | (%) (*) (**) (**)
CFC | (™) **) (*)
GS
GA
SA (**) **
PE (**)

60




Regression

Automobile | Construction | IT Oil, Power& | Pharma
Energy

IC * () (*) (*)
DPR > **) (*) *
TS > (*)
PROF () () ) ) (%)
CFC (**) *x
GS e
GA *x *)
SA (%) >
PE ()
Variation explained | 68.1% 74.2% 67.5% | 52.9% 76.3%
by all factors
Variation explained | 62.9% 69.7% 58.1% | 52.1% 61.5%
by significant
variable

e As we can see Profitability is negatively correlated to Debt-Long term funds in all

the 5 sectors.

e Dividend Payout Ratio is significantly related to Debt-Long Term Funds in 4 of

the 5 sectors.

e Interest Coverage is significantly related to Debt-Long Term Funds in 4 of the 5

sectors.

Hence Hzo is accepted and we can say Factors affecting Debt-Long Term Funds do not

vary amongst various Indian sectors.
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4.3 Determinants of Degree of Financial Leverage

4.3.1 Automobiles

43.1.1 Correlation Matrix and Results
Correlations
LRa Ic OFR TS PROF CFC G5 Gh =1 PE
LR3 Fearson Correlation 1 - 196 208 334 i -1 20 144 ABY A
Sig. (2-tailed) 347 325 03 ADG 413 335 491 s 15
M 25 24 25 25 24 25 25 25 25 25
I Pearson Correlation -196 1 181 061 T4E" 29" (362 -079 -418 -.093
Sig. (2-tailed) 247 387 771 ono noo 076 704 03y Nl
M 25 25 25 25 25 25 25 25 25 25
DPR Pearson Correlation 2058 a1 1 232 87 287 01 -.095 na3 487
Sig. (2-tailed) 328 387 264 a7 164 a9g Ba2 693 m3
M 5 15 75 75 15 75 75 15 25 75
TS Fearson Correlation 334 61 232 1 261 030 - 262 023 -.057 054
3ig. (2-tailed) 103 77 264 208 a8 208 914 7ar 780
M 25 25 25 25 25 25 25 25 25 25
PROF  Pearson Correlation -am TR 187 261 1 7E1T 228 -13 -720" -.260
Sig. (2-tailed) A06 onn 370 208 0o 281 533 oo 728
M 25 25 25 25 25 25 25 25 25 25
CFC Pearson Correlation -171 529" 287 030 TE” 1 286 a8 483 -105
Sig. (2-tailed) 413 ono 164 Raa ono 1BR a3 014 17
M 75 18 25 25 18 76 25 15 28 25
GE Peargon Correlation -2 362 001 - 262 224 286 1 81 014 076
Sig. (2-tailed) 335 076 .903 206 281 166 287 927 714
M 25 248 25 25 248 25 25 25 25 25
GA Fearson Correlation 144 -.079 -.095 nz2a -1 il 181 1 184 - A7y
3ig. (2-tailed) 491 709 652 s 533 783 387 378 mz
M 25 26 25 25 26 25 25 25 25 25
G4 Pearson Correlation 468" -418 083 -057 -720¢ -483 9 -184 1 Aot
Sig. (2-tailed) na nar Natek] 7av ono 014 azv ara o3
M 25 25 25 25 25 25 25 25 25 25
FE Pearson Correlation 323 -093 487 nsg -.240 -108 076 - 473 70" 1
Sig. (2-tailed) 14 G54 013 780 228 B17 718 om7 003
& 25 25 25 25 25 75 25 15 25 25

* Correlation is significant at the 0.05 level (2-tailed).
. Correlation is sighificant atthe 0.01 level {2-tailed).

The zero order correlation matrix shows that growth in terms of assets(.144) ,size in
terms of assets(.468) , PE ratio(.323), Tax shield(.334) and dividend payout ratio(.205)
has positive correlation with the dependent variable LR3. Variables like growth in terms

of sales (-.201), Interest coverage (-.196), Profitability (-.331) and Cash flow coverage(-

.171) are having negative correlation. Significant correlation is found between Sales in

terms of assets.
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4.3.1.2 Regression Analysis and Results

Model Summary
Change Statistics
hMode Adjusted R Std. Error of F Souare
| E E Square Souare the Ectimate Change F Chanige df dfz Sig. F Change
1 ilili 443 108 S4433125 443 1.324 9 14 303
? Nilikil 443 64 S1436150 000 0 1 14 481
3 i d= A4 21 BB8281597 -.aaz2 D44 1 16 B36
4 BE14 437 250 JBEE13790 -.an4 A14 1 17 140
5 B5gE* 433 284 84645853 -.an4 146 1 18 06
B BaY A6 AN 83014563 -.aay 237 1 14 G632
7 F35e A03 318 2606859 -.023 794 1 20 383
B 592" 340 2491 84210842 -.043 1.863 1 21 187
a. Predictars: (Constant), PE, TS, CFC, G3, GA, DPR, 34, PROF, IC
b. Predictars: (Constant), PE, TS, CFC, G5, GA, A, PROF, IC
t. Predictars: (Constanty, FE, T3, CFC, GE, GA, SA PROF
d. Predictors: (Constant), PE, TS, CFC, G5, GA, 5A
g. Predictars: (Constant), PE, TS, G5, GA, SA
f Predictors: (Constant), PE, TS, GA, SA
d. Predictors: (Constant), TS, GA, SA
h. Predictors: (Constant), TS, SA
ANOWA
Surm of
[IsI=l=1] Squares ot Mean Square F Sig.
1 FRegression 10624 a 1.120 1.324 .303=
Fesidual 13.276 15 R=1=0e]
Total 24 000 24
=2 FRegression 10623 =] 1.328 1.588 .205.
Fesidual 13.377 16 L8326
Total 24 000 24
2 Regression 10.586 7 1.512 1.917 1z29=
Residual 12,414 17 =i
Total =4 000 z4
B Regression 10.496 =] 1.749 2332 .orTd
Residual 13.504 12 gl
Total 24.000 24
=3 Regression 10.387 = Z2.077 z.899 .0a1=
Residual 13.6132 14 T16
Total 24 000 24
= Regression 10.217 4 Z2.554 2.706 oz’
Residual 13.7832 z0 N=1=1=]
Total 24 000 24
7 Regression 9.670 2 2223 4724 01192
Residual 14.330 21 Ba2
Total =4 000 z4
S Regression =5.399 = 4.199 5.922 .oogn
Residual 15.601 22 .Fog
Total 24.000 24

a. Predictors: {Constant), FE, TS, CFRFC, G5, GAa, DPR, SA, PROF, 1T
b. Predictors: (Sonstant, PE, TS, GRS, G5, G4, 5S4, PROF, 1
c. Predictors: (Constanty, PE, TS, GF G, G5, G4, S48, PROF
d. Predictors:. (Constanty, PE, TS, CFC, G5, S5, 5S4
e. Predictors: {(CTTonstant), PE, TS, G5, GA, SA

T. Fredictors: (Constant), FE, TS, GA, S5A

o. Predictors: (Constanty, TS, Ga, S

h. Predictors: (Constant, TS, Sa

i. Dependent~“ariakble: LR3
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Coefficients®

Standardized

Instandardized Coefficients Coefficients 95% Confidence Interval for B

Mogel B Std. Error Beta i Sig. Lower Bound | Upper Bound
1 (Constant) 11G8E-15 189 .0oo 1.000 -.403 403
Iz -118 E25 118 -.189 853 -1.451 1.215

DFR 006 265 006 024 981 -.554 572

TS L2360 248 (360 1.453 AGT - 168 .aas

PROF - 168 A20 - 188 -.a04 TRA -1.267 951

CFC 271 B79 271 .394 atel] -1.176 1.717

55 -.0848 232 -.084 - 366 714 -.580 410

GA 235 282 225 798 437 -.375 825

SA 410 380 410 1.078 298 -.401 1.220

FE 156 327 156 A77 G40 -.541 853

2 rConstant) 1.170E-14 183 .0oo 1.000 -.388 el
I -122 583 -122 210 36 -1.357 1.113

T8 J361 238 J361 1518 44 - 143 864

PROF - 146 407 - 146 -5 TAT -1.211 Refef

CFC 275 B27 275 434 RGT -1.055 1.605

55 -.084 224 -.084 -.380 704 - 561 .391

GA 236 270 236 835 A6 -.347 794

SA 410 36T 410 1118 280 - 368 1.1849

PE R0 278 160 A73 AT4 - 431 750

3 (Constant) 1.148E-15 78 .0oo 1.000 374 378
TS 353 228 353 1.547 140 -128 835

PROF - 163 482 -163 337 740 -1.180 855

CFC AG4 a7 164 A02 G232 - 526 854

G5 - 09 M3 - 096 - 451 att:] - Ad4 353

GA 244 249 244 487 340 -.280 it

SA 398 352 358 1.131 274 -.345 1.141

FE 175 261 175 GEY 513 -377 726

4 (Constant) 1.336E-14 A73 .00 1.000 - 364 364
TS A1 186 A 1.674 A1 -.074 701

CFC 084 223 085 .ae3 il -.383 54

55 - 116 199 - 116 - &80 atat] -534 .303

GA 288 207 288 1.289 ez - 147 723

SA ATE 259 ATH 1.837 .0gs - D& 1.020

PE 187 252 187 743 AGT -.342 717
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5 (Constant) 1.221E-15 64 .ooa .ooa -84 354
TS 316 A 316 1.743 0a7 - 063 E95
G5 -.0gg 182 -84 - 4586 E3z2 -470 203
GA 209 200 209 1.404 152 120 718
SA 422 23 422 1.980 R -024 BRA
FE 212 238 212 Beg 385 - 287 711
i (Constant) 1.244E-15 BB .ooa .ooa - 346 346
TS .339 AT .339 1.980 062 -8 EOE
GA 314 154 314 1616 1322 -.0a1 719
SA 427 204 427 204 084 -.00g BE3
FE 208 234 208 EEN 383 - 274 FiO6
T (Constant) 1.423E-15 AES .ooa .ooa -344 344
T3 .359 ABG 359 2125 046 008 el
GA 234 A72 234 1.364 187 -123 A1
SA 532 172 532 3.097 005 175 B89
8 (Constant) 1.239E-15 68 .ooa .ooa -.349 344
T8 (362 172 (362 2102 047 Nilifs 714
SA 480 172 481 2.840 010 132 46

a. Dependent Wariahle: LR3

The regression analysis shows that the coefficient of determination i.e R?, explained

44.3% variation in LR3 when all the variables are taken together. After removing all
insignificant variables coefficient of determination comes out to be 35% over the total

variation. The t test shows that Tax shield and Size in terms of assets are significant upto

5% level.

LR3=1.239E-15 + 0.362TS + 0.489SA
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4.3.2 Construction

4.3.2.1 Correlation Matrix and Results

Correlations
LR3 IC DFR TS PROF CFC G35 GA SA PE
LR2 Pearsan Correlation 1 -2 002 -103 092 - 166 -.140 -.280 oz0 057
3ig. (2-tailed) RE]] LY 526 574 307 24 070 an2 727
M 40 40 40 40 40 40 40 40 40 40
Ic Fearson Correlation =211 1 209 -014 BRI 843" -179 -182 280 346
Sig. (2-tailed) RE 195 933 000 000 269 261 0eo 029
M 40 40 40 40 40 40 40 40 40 40
DPR Pearson Correlation 002 204 1 -213 071 237 045 mz -148 200
Sig. (2-tailed) 386 185 R A3 41 784 s 362 215
i 40 40 40 40 40 40 40 40 40 40
TS Fearson Correlation -103 -014 -213 1 007 -.045 -.062 108 428" 225
Sig. (2-tailed) 526 933 188 965 788 02 508 00s 164
i 40 40 40 40 40 40 40 40 40 40
PROF  Pearson Correlation -.092 BB 071 ooy 1 A4 -019 =211 137 -.380
Sig. (2-tailed) A74 oo 663 9645 .0on 906 RE 398 016
i 40 40 40 40 40 40 40 40 40 40
CFC Fearson Correlation - 166 943" 237 -04% 4B 1 220 188 294 361
3ig. (2-tailed) 307 oo Ad1 7848 alili} A72 246 06 022
M 40 40 40 40 40 40 40 40 40 40
G5 Pearson Correlation -.1490 -179 045 -062 -019 -.220 1 Eag” - 453" 251
Sig. (2-tailed) 241 268 784 702 906 172 .0on o003 119
M 40 40 40 40 40 40 40 40 40 40
GA Pearson Correlation -.280 -182 17 108 - 211 -188 650" 1 247 202
3ig. (2-tailed) 070 261 914 A0 A 246 oo 124 212
M 40 40 40 40 40 40 40 40 40 40
3A Fearson Correlation 020 280 -148 428" 137 294 - 453" -.247 1 - 539"
Sig. (2-tailed) 902 0eo 362 0086 398 068 00z 124 000
i 40 40 40 40 40 40 40 40 40 40
PE Pearson Correlation 057 245 200 -225 380 361 281 202 639" 1
Sig. (2-tailed) 77 ] 218 64 016 022 118 M2 oo
i 40 40 40 40 40 40 40 40 40 40

**. Correlation is significant at the 0.01 level {2-tailed).
* Correlation is sighificant at the 0.05 level (2-tailed).

The zero order correlation matrix shows that Dividend payout ratio (.003) and Sales in
terms of assets (.02). Variables like Interest coverage (-.211), Profitability (-.092), Cash
flow coverage (-.166), Dividend payout ratio (-.003), growth in terms of sales (-.190),

Growth in terms of assets (-.290), Tax shield(-.103) are having negative correlation. None

of the variables are found to be significant here.
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4.3.2.2 Regression Analysis and Results

Model Summary
Change Statistics
Mode Adjusted R Std. Errar of R Sguare
| R R Square Souare the Estimate Change F Channe dft 2 Sin. F Change
1 4297 184 -.060 1.02973560 184 743 g 3 R
Z 424w 184 -.026 1.01301342 0o il 1 an Aar
3 420 184 04 873413 0o 018 1 i 895
4 A2qd 183 034 8254964 o 028 1 32 BT
5 4258 181 Rilali] 96950873 -003 103 1 33 740
B A17 174 074 95860574 -.0o7 284 1 34 Rl
T 4053 164 094 85166447 -mo 407 1 38 42
8 395" 186 110 94318100 -.008 343 1 36 Rl
a. Predictors: (Constanf), PE, DPR, GA T3, PROF, CFC, 8A, G5, IC
b. Predictors: (Constant), PE, DFR, GA, TS, PROF, CFC, G5, IC
r. Predictors: {Constant), PE, DPR, GA, TS, PROF, CFC, IC
d. Predictors: {Constand), PE, DPR, GA T3, CFC, IC
e. Predictors: (Constanf), PE, DPR, GA T3, IC
f Predictors: (Constant), PE, GA, TS, IC
i. Predictors: (Constand), PE, GA, IC
h. Predictors: (Constant), GA, IC
AMNOWA'
Surm af
| hlodel Squares =) hMean Square F =i,
1 FRedression F.1849 =] .Fag9 FaE32 .B54g=
Residual 31.811 20 1.060
Total 3F9.000 =9
2 FRegression F.188 a .89a 876 5478
Residual 31 812 31 1.026
Total 29.000 39
3 Fegression F1ro T 1.024 1.020 4320=
Residual a1.830 az .aas
Total 29.000 39
4 Redgression T.14az =] 1.190 1.2332 215
FResidual 31.858 23 965
Total 29.000 29
=] Regression T.o4z2 5 1.408 1.498 .21 6=
Residual 21.952 =24 G940
Total =29.000 39
a3 FRedgression G.FrF0 4 1. 6932 1.82382 144°
Residual 32230 a5 8921
Total 39.000 =24d
¥ FRegression G.2396 3 2132 2354 .ogg9
Residual 3. 604 26 HO0E
Total =29.000 =9
=3 Fegression B OS5 2 2043 2420 o430
Residual 32915 27 890
Total 39. 000 =49
a. Predictors: {ZTonstant), PE, DFPFR, GA TS, PROF, CFC, SA, G5, 1T
b. Predictors: (Constanty, PE, DPR, GA, TS, PROF, CFC, G5, 1
c. Predictors: ({Zonstant), PE, DFPFR, Ga, TS, FROF, CFC,
d. Predictors: {Constant), PFE, DFR, GA, TS, CGFC, 1
e. Predictors: (Constanty, PE, DPR, GA, TS, I

1.

Fredictors: (Constant), PE, GA, TS, 11
d. Predictors: {ZTonstant), PE, GA, 1

h. Predictars: {ZTonstant), GA, 11T
i. Dependent wariahle: LR3
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Coefficients”®

Standardized

Unstandardized Coefficients Coefficients 45% Confidence Interval for B

Model B St Errar Beta 1 Sig, Lower Bound | Lpper Bound
1 (Constant -6.202E-17 A63 .onn 1.000 -333 333
I -.A38 504 -.538 -.a04 373 -1.782 BTG

DPR 082 A8 082 455 E52 -.287 452

T8 -.08s 194 -.0as - 452 E54 -.483 308

FROF 050 255 050 96 B46 -471 A72

CFC 183 544 183 335 740 -829 1.295

G5 -.028 248 -.028 -114 o0 - 536 470

GA -.284 234 -.284 -1.233 227 - 768 A50

54 009 237 009 037 a7 - 476 493

FE -124 220 - 124 - Akid A7T - 573 325

2 (Constant -4 BYBE-17 ABD .onn 1.000 -327 327
I - 636 583 - 536 -.820 365 -1.725 653

DFR 08z A78 0az 4R2 F48 -2 445

T8 -.084 A75 -.0845 -.485 k| -441 271

FROF 049 244 049 106 B46 - 450 AT

CFC 183 536 183 34 735 -810 1.275

53 -.031 234 -0 -133 Bos - 508 446

GA -.284 23 -.284 -1.244 219 - TED 181

FE -127 198 =127 - B41 526 -532 277

3 ({Constant -ABFOE-17 158 .00 1.000 -an 321
I -A34 AT4 -3 -.830 350 -1.703 635

DFR gz A5 naz ABB Fdd 275 438

TS -.081 AT -0 -478 B36 - 427 265

FROF 040 235 040 68 BET - 440 519

CFC A87 526 A&7 (356 724 -.8a4 1.259

GA -0 AR7 =310 -1.853 073 - E&D 031

FE 131 193 -3 - B77 503 - 525 263

4 ({Constant -B.ATZET 185 .00 1.000 - 316 A6
I -.481 473 -4 -1.018 il -1.444 482

DFR 082 A73 082 477 B37 - 269 433

TS -.083 AB7 -.0a3 -.447 E23 -423 257

CFC 156 484 A5G 322 TED -828 1.139

GA -3 164 -313 -1.809 0B - Fidf 021

FE -.134 184 -.130 -.TAE 455 -A14 236

5 ({Constant -3A13E17 153 .00 1.000 -2 a2
I -.240 A75 -.340 -1.842 OED - a5 016

DPR 030 168 040 537 505 -252 433

T8 -.088 164 -.0a8 -.534 504 -422 245

GA -4 162 -314 -1.841 &1 - 42 015

FE -.148 170 -.148 -.g33 411 -513 215
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& {Constant) | -g&11E-18 152 .oon 1.000 -.a08 ang
I -3z BB -2 -1.886 1] - B48 024
TS -102 A0 -102 - 638 A28 -428 223
GA -3 A0 -3 1.042 B0 - B35 014
FE - 125 A7 -125 7249 471 - 474 223
7 ({Constant -9.417E-18 40 .00 1.000 -.3048 305
I -.304 184 -.304 -1.855 0732 -B35 nze
GA - 326 A87 - 326 -2.078 0458 - F44 -.o0g
FE - 0496 R4 - 0496 - 586 A2 -.429 237
8 {Constant} | -3.087E-17 144 .oon 1.000 -.an0z2 a0z
I =273 154 =373 -1.77E 084 -.A84 38
GA -.340 154 -.340 -2.211 033 - FiA1 -.028

a. Dependent Wariahle: LR3

The regression analysis shows that the coefficient of determination i.e. R? explained

18.4% variation in LR3 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 15.6% over the total

variation. The t test shows that Growth in terms of assets are significant upto 5% level

and Interest coverage upto 10% level.
LR3=-3.087E-17 -0.273IC -0.34GA

69




433 1T

4.3.3.1 Correlation Matrix and Results
LU Erauuns
LRz IC DFR TS PROF CFC G5 G =T PE
LR3 Pearsan Correlation 1 -058 -112 056 -094 - 068 - 063 -224 237 146
Sig. (2-tailed) 7az2 503 791 56 746 7RE 282 255 486
M 24 25 24 25 24 25 25 25 25 25
Ic Fearson Correlation -.058 1 256 024 364 486 091 nez 148 045
3ig. (2-tailed) 782 217 809 074 022 GER 697 486 432
N 25 25 25 75 25 75 15 75 15 75
DPR Pearson Correlation -112 256 1 -.484° 368 182 282 01 042 Aan’
Sig. (2-tailed) 503 217 014 071 385 A72 Ra4 843 032
M 28 25 28 25 28 25 25 25 25 28
5 Fearson Correlation jil: 024 -.484" 1 ST =120 - 267 -.270 248 -.393
3ig. (2-tailed) 7o 509 014 000 AE7 197 192 088 052
N 25 5 25 25 25 25 15 25 15 25
FROF  Pearson Correlation -094 364 368 - Fan” 1 444 438 a2 ara” 366
Sig. (2-tailed) 56 074 071 i 026 030 17 onz 72
M 28 25 28 25 28 25 25 25 25 28
CFC Pearson Correlation -.068 456 182 -120 444 1 065 273 047 044
Sig. (2-tailed) 746 nz2 384 867 026 748 187 824 834
N 258 25 258 25 258 25 25 25 25 25
GS Fearson Correlation -063 o 282 - 267 ki i3] 1 A70 257 227
Sig. (2-tailed) TEE R 72 187 030 788 418 218 276
M 28 75 28 25 28 25 15 25 15 25
GA Pearson Correlation -224 na2 031 270 322 273 A70 1 -120 -.044
Sig. (2-tailed) 282 6a7 R34 182 7 187 418 564 233
N 258 25 258 25 258 25 25 25 25 25
SA Fearson Correlation 237 148 042 -348 &ra” 047 287 =120 1 A4
3ig. (2-tailed) 256 486 843 nes 002 824 215 AR mz
M 28 25 28 5 28 5 15 5 15 25
FE Pearson Correlation 146 045 40 -393 366 n44 227 -044 474 1
Sig. (2-tailed) 486 R32 03z nsz2 072 R34 276 833 017
M 25 25 25 25 25 25 25 25 25 26

* Caorrelation is significant at the 0.04 level (2-tailed).
== Correlation is significant at the 0.01 level (2-tailed).

The zero order correlation matrix shows that the size in terms of assets (.237), PE ratio
(.146) and Tax shield (.056) has positive correlation with the dependent variable LR3.

Variables like Interest coverage (-.058), Dividend payout ratio (-.112), Profitability (-

.094), Cash flow coverage (-.068), Growth in terms of sales (-0.063) and Growth in terms

of assets (-.224) are having negative correlation. No variable is found to be significant

here.
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4.3.3.2 Regression Analysis and Results

Model Summary
Change Statistics

Mode Adjusted R Std. Error of F Sguare

| E B Souare Sguare the Estimate Chanoe F Change dfl dfd Sig. F Change
1 4117 1649 -.330 1.15307581 1649 3349 9 148 a4y
2 4100 168 -247 111682080 aon 10 1 15 823
3 403= 16T - 176 1.08440131 -.001 nzxr 1 16 871
4 An1d 161 -1149 1.057BEER2 - 006 123 1 17 ici]
5 3are 158 - 064 1.03131433 -0o3 i) 1 18 B0z
6 390 182 -7 1.00853104 -.006 136 1 18 726
7 37ge 142 014 80472049 =011 285 1 20 E14
8 2G9N 36 .0a7 H7092862 -.006 140 1 21 712
] 237! 056 014 89249977 -.0en 2033 1 22 168
10 00 .0oa .0oa 1.00000000 - 056 1.364 1 23 255

a. Predictars: (Constant), PE, CFC, G5, GA, IC, TS, 84, DPR, PROF
h. Predictors: (Constanf), PE, CFC, GA, IC, TS, SA, DFR, PROF

. Predictors: (Constant), PE, CFC, GA, TS, 8A DFR, PROF

d. Predictors: (Constanf), CFC, GA, TS, 54, OPR, FROF

e. Predictars: (Constant), GFC, GA, TS, 54, FROF

f. Predictors: {Constanty, CFC, TS, 8A, PROF

a. Predictors: (Constant), CFC, SA, PROF

h. Predictars: (Constant), 54, PROF

i. Predictors: (Constanf), SA

j. Predictor: (constant)
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ANOVA*

Sum of

Wodel Sguares if Wean Square F Sin.

1 Redression 4 056 g 4481 334 HaT=
Residual 19.944 15 1.330
Total 24.000 24

2 Redression 4043 a .08 4045 A01e
Residual 19957 16 1.247
Total 24000 24

3 Regression 4.009 7 AT3 A87 B3F
Residual 19,991 17 1176
Total 24000 24

4 Regression 3864 6 Fd4 ATE Fa5d
Residual 20136 18 1.119
Total 24.000 24

5 Regression 3781 ] 788 713 B21=
Residual 202049 18 1.064
Total 24000 24

B Regression 3BET 4 914 el A4q3
Residual 20.343 20 1.017
Total 24000 24

7 Regression 3.388 3 1.133 1.1585 3808
Residual 20,602 21 951
Total 24000 24

B Regression 3.261 2 1.630 1.729 2010
Residual 20,739 22 43
Total 24000 24

g Regression 1.344 1 1.344 1.364 255!
Residual 22 BAR 23 85
Total 24000 24

10 Fegrezsion ooo 1] .ooo
Residual 24.000 24 1.000
Total 24.000 24

a. Predictors: (Constanfy, PE, CFC, G5, GA, IC, TS, 8A, DFR, FROF
h. Predictors: (Constant), PE, CFC, GA, IC, TS, 5A, DFR, PROF

c. Predictors: (Constant), PE, CFC, GA, TS, 84 DPR, PROF

i. Predictors: (Constant), CFC, GA, TS, 54, DFR, PRIOF

e, Predictors: (Constanty, CFC, GA, TS, 8A, PROF

f. Predictors: (Constant), CFC, TS, 54, PROF

i. Predictors: (Constant), CFC, 8A, PROF

h. Predictors: (Constant), 58, PROF
i. Predictors: (Constant), SA

i Predictar: {constant)

k. Dependent Wariahle: LR3
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Coefficients?

Standardized

Unstandardized Coefficients Coeflicients 95% Confidence Interval for B

Mode| B Std. Error Beta 1 Sig. Lower Bound | Upper Bound
1 (Constant) -4, 186E-16 23 .0oo 1.000 -.4492 482
Ic .0a85 316 055 TS 864 - 6149 730

DPR -132 337 -132 -.393 .7oo -.8a0 885

TS -.230 475 -.230 -.484 B3a -1.243 7E3

FROF -.540 618 -.540 -8r5 356 -1.856 TTE

CFC 147 312 47 470 BdA -519 812

G3 028 281 028 088 823 =871 B26

GA - 106 280 - 106 =378 T -.703 481

=0 pei=l] 380 3590 1.025 322 -.420 1.200

PE 106 308 06 343 7ar -.5581 =

2 (Constant) -4 177E-16 223 .0oo 1.000 -.474 474
Iz 050 302 050 165 871 -.580 BE0

DPR =124 316 =124 -.3483 .Foo -.THA 546

TS =217 441 -7 -.44332 B30 -1.1581 718

FROF =517 554 - 517 -.934 364 -1.691 B&T

CFC 140 295 140 475 B42 -. 486 .7EEB

GA =103 270 -103 -.382 7o7 -.674 469

=) 389 368 389 1.0587 306 -39 1.169

FE V06 298 06 356 726 -.526 739

3 (Constant) -4 130E-16 217 .0oo 1.000 -.458 458
DPR =107 291 =107 -.3649 716 T 506

TS -183 381 -183 -.482 B36 -987 620

PROF -.483 4498 -.483 - 9E9 346 -1.533 568

CFC 1439 282 143 824 604 - 446 744

GA, -104 262 - 104 -.383 B85 - BAT 448

SA Reji] 357 3889 1.088 282 -.364 1.143

FE 01 288 101 351 730 -.507 708

4 (Constant) -4 B3IZE-16 212 .0oo 1.000 -.444 444
DPR -.06G 260 -.066 -.285 .80z -.B11 A7Y

TS -.2M 368 -.201 -.546 a52 -.974 B72

PROF -.507 481 -.a07 -1.0585 305 -1.817 503

CFC 1482 275 152 851 Rt - 426 729

GA =101 2585 - 101 -.3485 BET - 638 436

SA 444 314 444 1.415 74 =214 1.102

& (Constant) -4 BBRE-16 206 .0oo 1.000 -.432 432
T3 - 1649 337 - 164 =801 B22 -.87a 537

PROF -.820 466 -.820 -1.1186 278 -1.496 456

CFC 44 267 44 A4 585 -414 702

GA -.086 242 -.086 -.385 T2 -.5493 421

S G2 288 462 1.5649 138 - 162 1.085

& (Constant) -5.156E-16 202 .0oo 1.000 -4 421
T3 - 166 330 - 166 =505 B149 -.854 522

FROF - 566 438 - 566 -1.291 211 -1.480 348

CFC 139 260 139 536 R -.404 BE3

=0 499 272 453 1.835 .0&1 -.068 1.067
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7 (Canstant) -4.819E-16 198 .ooa 1.000 -412 41z
FROF 402 288 -.402 -1.393 78 -1.001 188
CFC 0nss 235 .0ss 375 12 -.401 A78
SA 4G5 259 4B5 1.797 087 -.073 1.003
8 (Canstant) -4 635E-16 194 .0oa 1.000 -.403 403
PROF 346 243 -.346 -1.426 168 -.850 1a7
SA 437 243 437 1.799 086 -.067 841
9 (Canstant) -2.971E-16 198 .ooa 1.000 -411 411
SA 237 203 237 1.168 255 -1a2 B5E
10 (Canstant -5.329E-17 200 .0on 1.000 -.413 413

a. Dependent Wariahle: LR3
The regression analysis shows that the coefficient of determination i.e R? , explained

16.9% variation in LR1 when all the variables are taken together. After removing all

insignificant variables coefficient of determination comes out to be 0% over the total

variation. The t test shows that there is no significant variable in this case.

4.3.4 Oil, Power and Energy

4.3.4.1 Correlation Matrix and Results
Correlations
LR3 IC DFR TS PROF CFC e A DA PE
LR3 Fearson Correlation 1 0248 054 -.262 03 037 ily] 086 018 278
3ig. (2-tailed) 647 684 052 814 781 640 &73 a0z 034
M Gl 1] 1] 1] 1] 1] 1] fil fil fil
I Pearson Correlation 024 1 203 127 KIS 042 -048 -.026 -.0A1 - 110
Sig. (2-tailed) 247 A20 333 014 780 Al 842 AR 403
M Gl 1] 1] Rl 1] 1] 1] fil fil fil
DPR Pearson Correlation 054 203 1 3eg” -128 -123 =270 -arn” 254 o0es
Sig. (2-tailed) 684 A20 ooz 330 349 naz on4 &0 A8
M &0 1] 1] 1] &0 &0 &0 &0 &0 &0
TS Pearson Correlation 252 127 388" 1 -.309 - 404" =210 -411" a1 -.08s
Sig. (2-tailed) 052 333 0oz QiT 001 A07 o 0an &0z
i &0 &0 &0 4] &0 &0 &0 &0 &0 &0
PROF  Pearson Correlation 01 314 -128 -any 1 589" 418" Exlil - B 335"
Sig. (2-tailed) 814 014 330 016 non oot il il ong
M &0 1] 1] 1] &0 &0 &0 &0 &0 &0
CFC Pearson Correlation nar 042 -123 -.404" 589" 1 453" Faich =331 -157
Sig. (2-tailed) a1 780 344 001 non i il 010 232
M gl £ £ fil fi0 fi0 fi0 fi0 fi0 fi0
GE Pearson Correlation 62 -.048 -2 =210 41" 452" 1 359" 2128 -.0a2
Sig. (2-tailed) G40 il 037 07 001 non ons a4 &36
M Al 1] 1] fil 1] 1] 1] fi0 fi0 fi0
GA Pearson Correlation 056 -.026 -arn” -4 &an” it 359" 1 -421" -.069
Sig. (2-tailed) 572 842 004 001 Qilii] Qilii] nos o Bao
M gl £ £ fil fi0 fi0 fi0 fi0 fi0 fi0
SA Fearson Correlation - 016 -.051 264 221 -E117 -an -228 - 421" 1 0av
3ig. (2-tailed) 402 GO 080 0ao noo 010 nad om 774
M Al 1] 1] fil 1] 1] 1] fi0 fi0 fi0
PE Fearson Correlation 278 =110 nes -.088 -335" -187 -0az -.069 0av 1
3ig. (2-tailed) 034 403 518 502 009 232 536 0D 779
& fill £l £l fill £l £l £l fil fil fil

*. Correlation is significant at the 0.05 level {2-tailed).
= Correlation is significant at the 0.01 level (2-tailed).
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The zero order correlation matrix shows that PE ratio (.275), Dividend payout ratio
(.054), Interest coverage (.025), Profitability (.031), Cash flow coverage (.037), Growth
in terms of assets(.056), Growth in terms of sales(.062) has positive correlation with the
dependent variable LR3. Variables like Tax shield (-.252) and Sales in terms of assets (-

.016) are having negative correlation. Significant correlation is found between PE ratio.

4.3.4.2 Regression Analysis and Results

Model Summary
Change Statistics

hode Adjusted R | Std. Errar of R Square

| R R Silare Sijuare the Estimate Change | FChange | dff iz Sig.F Change
1 017 161 010 5a481852 Al 1.067 9 i A03
2 A0p 160 028 | 9BA66E05 o0 156 1 Al A4
3 400¢ 160 0471 7630075 o0 nr 1 B 08
4 295 ALY 61 6380476 -003 189 1 hl Bilil
5 KN 183 74| BE214669 -004 260 1 X 12
i ety 149 87 | 9E530702 -004 21 1 it 033
7 Jo1s 145 089 | 54900667 -004 253 1 i A17
8 357" 128 097 | 95016309 -017 1,139 | i 290

f,PE, 8A, IC, 35, T3, DPR, GA, FROF, CFC
b. Predictors: (Constant), PE, IC, G&, TS, DPR, GA, PROF, CFC
t. Predictars: (Constand), PE, IC, G3, T8, DPR, GA, CFC
B
B

a. Predictors: (Constan
(

o. Predictors: (Constant), PE, IC, G5, TS, DPR, CFC
g. Predictors: (Constant), PE, IC, G5, TS5, DPR

f Predictors: (Constant), PE, G§, T8, DPR

. Pradictors: (Constant), PE, TS, DPR

h. Predictors: (Constant), PE, T8
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ANOWA

Surm aof

Miode| Sruares of hean Square F Sin.

1 Regression 9507 q 1.056 1.067 Anas
Residual 49.493 a0 280
Total a8.000 a4

2 Regression 9452 a 1.181 1.216 .ange
Residual 49.548 a1 a7z
Tatal 59,000 59

3 Regression 9436 T 1.348 1.414 220
Residual 49 564 a2 853
Tatal 59,000 59

4 Regression 9,255 G 1.543 1.643 RETE
Residual 49.745 a3 239
Tatal 59.000 59

a Regression 9.011 a 1.802 1.947 A0z
Residual 459.9849 a4 A28
Tatal 59,000 59

] Regression 8.7a7 4 21949 2.409 Rl
Residual 50.203 a5 413
Total 59.000 54

0 Regression 8.5966 3 2855 3170 0319
Residual a0.434 86 01
Tatal 59.000 59

g Fegression 7.5840 2 3770 4176 .0zoe
Residual 51,460 ar 403
Total 59.000 54

a. Predictors
b. Predictors
c. Predictors
d. Predictors
e. Predictors

f. Predictors: (Canstant), PE, G5, TS, OPR

g. Predictors: (Constant), PE, TS, DPR

h. Predictors: {Canstant), PE, TS
i. DependentVariahle: LRE3
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“{Constant), PE, SA, 10, G5, TS, DPR, GA, PROF, GFC
S{Constant), PE, 1C, G5, TS, DPR, GA, PROF, CFC
S {Caonstant), PE, IC, 35, TS, DPR, 34, CFC

- {Constant), PE, IC, G5, TS, DPR, CFC
“{Constant), PE, 1C, G5, TS, DPR




Coefficients?

Standardized

IUnstandardized Coefficients Coefficients 95% Confidence Interval for B

hode] B Stol Error Beta 1 i Lower Bound | Lipper Bound
1 (Constant) -4 2B5E-16 128 000 1.000 -.258 258
Ic 053 144 053 356 714 - 246 352

DFR A78 A6 A78 1.050 299 - 162 &7

TS -.3048 162 -.304 -1.886 65 - B30 020

FROF 059 242 059 242 B0 - 427 5d4

CFC -1 68 248 - 168 - B77 &02 - B&T an

G5 094 158 034 532 A56 -224 412

GA 093 24 098 409 685 -.384 582

3A 042 A7 042 236 B4 -318 403

FE 245 151 245 1.621 A1 -.058 548

2 1Constant) -4.139E-16 127 000 1.000 -.265 255
Ic 059 145 059 408 fas -.232 380

DPR 185 164 185 1128 265 -144 &15

TS =310 150 -0 -1.949 057 - 20 009

FROF 025 193 025 129 Bas - 363 413

CFC - 163 245 - 163 - B4 &0 - 55 329

G5 099 156 099 633 &30 -214 411

GA, 093 237 093 392 GG -.384 &70

FE 235 144 235 1.630 A09 -.054 525

3 Constant) -4 159E-16 A6 000 1.000 -.253 253
Ic 067 A3 067 508 fi14 -1a7 330

CPR A87 162 187 1157 253 -138 512

TS -314 154 -4 -2.04A D46 - 622 - 006

CFC -.154 241 -.154 - BB0 A12 - 542 324

G5 04 148 A04 703 485 -183 401

GA 00 229 A00 435 Fifif - 361 AED

FE 229 134 229 1.709 093 -.040 497

4 (Constant) -4 444E-16 125 000 1.000 -.251 281
Ic 067 130 Nilary A16 B08 -.1a4 329

DFR 157 145 157 1.083 284 -133 447

TS -312 152 -2 -2.049 045 - 618 -.0o7

CFC -.080 156 -.080 -A10 fi12 -.304 234

G5 .07 146 097 GE4 A1 -1 96 380

FE 236 132 236 1.797 078 -.027 500

5 Constant) -4 426E-16 124 000 1.000 -.244 249
Ic 062 129 062 481 £33 -1a7 an

DPR 146 142 A46 1.026 30 120 43

T5 -2e1 138 -.281 -2.030 047 - 558 -.003

35 065 A3 0E5 493 &2 -.1a8 329

FE 250 1328 250 1.947 057 -.007 507

B (Constant) -4 364E-16 123 000 1.000 -.247 247
DPR A58 139 158 1.139 (26D -1z20 436

TS 278 137 -.278 -2.028 047 -553 -.0o3

5 0GR A3 il A03 B17 -1 86 327

FE 242 136 242 1.915 A1 -.011 405
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7 {Constant) | -4.377E-16 A3 .oon 1.000 - 245 245
DPR 144 135 144 1.067 2060 -128 415
TS 287 1358 -287 -2.124 ik - 858 - 016
FE 237 1248 237 1.894 Ji]ax] -.014 488
8 (Constant) | -4 770E-16 123 .ooo 1.000 - 24K 246
TS -.230 124 -.230 -1.840 0ED -478 019
FE 254 124 254 2.048 045 006 503

a. Dependent Wariahle: LR3
The regression analysis shows that the coefficient of determination i.e R? , explained
16.1% variation in LR3 when all the variables are taken together. After removing all
insignificant variables coefficient of determination comes out to be 12.8% over the total
variation. The t test shows that PE ratio is significant upto 5% level and Tax Shield upto
10% level.
LR3=-4.770E-16 -.230TS + 0.254PE

4.3.5 Pharma
4.3.5.1 Correlation Matrix and Results
Correlations
LR IC DFR TS PROF CFC G35 GA S PE
LR3 Pearson Correlation 1 -276 - 216 -023 -.242 181 -234 019 -.108 -.360
Sig. (2-tailed) Aa1 204 214 244 387 260 a7 BO7 77
N 25 25 25 75 15 75 25 75 25 25
Ic Fearson Correlation - 276 1 33 - 164 393 -.0949 az20 -1458 - 168 430
Sig. (2-tailed) 81 06 433 082 E37 BET 488 421 il
M 28 75 28 25 15 25 75 25 75 25
DPR Pearson Correlation - 216 an 1 054 AEE A76 o003 -1567 -3 488
Sig. (2-tailed) 204 A0G 708 ond /399 aga 455 Aan 013
M 24 25 24 25 25 25 25 25 25 25
TS Fearson Correlation 022 - 164 054 1 072 - 147 a2 -.041) 144 -.002
Sig. (2-tailed) 914 433 .Tog iy 484 804 843 478 .993
& 25 75 25 25 15 25 75 25 75 25
FROF  Pearson Correlation - 242 303 486" 072 1 R Aaz2 -2 -an 708"
Sig. (2-tailed) 244 a2 004 732 340 384 2849 17 0oo
M 24 25 24 25 25 25 25 25 25 25
CFC Fearson Correlation 81 -.099 A7E - 147 198 1 - 468" -222 -.283 .308
Sig. (2-tailed) 387 Bar7 304 484 340 g 286 A70 138
N 25 25 25 75 15 75 25 75 25 25
GS Pearson Correlation -234 Az20 ooz ns2 182 - 455 1 ABS -018 020
Sig. (2-tailed) 260 BET 884 804 384 14 430 a1 825
M 28 75 28 25 15 25 75 25 75 25
GA Pearson Correlation 019 -145 - 1567 040 -2 -.222 168 1 -188 - 563"
Sig. (2-tailed) 827 488 455 843 284 286 4an 367 o4
N 258 25 258 25 25 25 25 25 25 25
SA Fearson Correlation -108 - 168 -an 144 -an -283 -018 -188 1 - 067
Sig. (2-tailed) 507 421 30 478 A7 70 a1 (367 T80
M 28 75 28 25 15 25 75 25 75 25
FE Pearsan Correlation - 360 439’ 4a8 -002 TOE” il oz0 - 553" - 067 1
Sig. (2-tailed) 77 oz ma 293 ono 134 425 004 a0
M 25 25 25 25 25 25 25 25 25 25

*. Correlation is significant at the 0.04 level (2-tailed).
= Correlation is significant at the 0.01 level (2-tailed).

The zero order correlation matrix shows that growth in terms

like

Interest coverage(-.276),

Dividend payout
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ratio(-.216)

of assets (.019) and Cash

flow coverage (.181) has positive correlation with the dependent variable LR3. Variables

Tax shield(-.023)




,Profitability(-.242), Growth in terms of sales(-0.234), sales in terms of assets(-0.108)
and PE ratio(-0.360) are having negative correlation. No variable is found significant in

this case.

4.3.5.2 Regression Analysis and Results

Model Summary
Change Statistics

htode Adjusted R Std. Error of R Square

| R R Square Sguare the Estimate Change F Chance ift df2 Sig. F Shange |
1 A4 243 =132 | 1.06380269 283 680 g 15 708
z A4pe 282 -062 | 1.03053263 .oan 04 1 14 05
3 Aare 289 -004 | 1.00196236 -003 70 1 16 794
4 A3 283 044 H7T94246 - 006 147 1 17 il
5 A2pe 278 .0g8 B5474951 -004 AN 1 18 742
B A2 274 124 H3327548 -004 108 1 14 .46
7 119 261 155 B19015749 013 363 1 20 554
8 472 223 152 H2083048 -038 1.087 1 1 .09
y 360" 130 082 HA292648 - 093 2631 1 22 119

a. Predictors: (Constant), PE, T8, GS, BA, IC, DPR, GA, CFC, PROF
b Predictors: (Constant), PE, G5, 84, IC, DFR, GA, CFC, PROF

t. Predictors: (Constant), PE, G5, 54, DPR, GA, CFC, PROF

d. Predictors: (Constant), PE, G8, 54, DPR, GA, CFC

g, Predictors; (Constant), PE, GE, BA, GA, CFC

f. Predictors: (Constant), PE, SA, GA, CFC

0. Predictors: (Constant), PE, GA, CFC

h. Predictors: (Constant), PE, CFC

i. Predictors: (Constant), PE
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ANOVA/

Sum of

Wodel Sguares if Mean Square F i,

1 Regression 7.025 | e 690 J0gs
Residual 16.875 15 1.132
Total 24000 24

2 Regression 7.008 a 876 825 Ralzlel
Residual 16.892 16 1.062
Total 24000 24

3 Regression 6.933 7 9490 9a7 473
Residual 17.067 17 1.004
Total 24000 24

4 Regression 6.785 3] 1.131 1.182 36494
Residual 17.215 18 956
Total 24.000 24

5 Regression 6679 ] 1.336 1.465 247e
Residual 17.321 19 a12
Total 24000 24

B Regression 6.580 4 1.645 1.889 A8
Residual 17.420 20 87
Total 24000 24

7 Regression 6.264 3 2.088 2472 0909
Residual 17.736 21 845
Total 24000 24

S Regression 5.346 2 2673 3.152 E3n
Residual 18.6594 22 848
Total 24000 24

5 Regression 3114 1 3114 3.430 077!
Residual 20.886 23 408
Total 24.000 24

a. Predictors: (Constanfy, PE, TS, GE, 8A, IC, DFR, GA, CFC, FROF
h. Predictors: (Constant), PE, G5, 84, 1C, DFR, GA, CFC, PROF

c. Predictors: (Constant), PE, G5, 8A, OFR, GA, CFC, PROF

d. Predictors: (Constant), PE, G5, 54, DFPR, GA, CFC

e, Predictors: (Constant), PE, G5, 84, GA, CFC

f. Predictors: (Constant), PE, S&, GA, CFC

i. Predictors: (Constant), PE, GA, GFC

h. Predictors: (Constant), PE, CFC
i. Predictors: (Constant), PE
i. Dependent Variahle: LR3
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Coefficients”

Standardized

Linstandardized Coefficients Coefficients 95% Confidence Interval for B

Moddel E Sitd, Error Eeiz i Sig. Lowwer Bound Lpper Bound
(Constant -4 AGAE-16 213 ooo 1.000 - 453 453
1 -.0E0 268 -.060 -.223 827 -.B31 512
DFR - 106 27T - 106 -.381 709 - B96 485
TS .0zg .230 .ozs8 122 .a0s -.461 &7
PROF A36 361 136 .3ar5 7132 - B34 .ans
CFC z20z2 2a7 z0z G678 508 - 432 835
G5 -105 264 -.105 -.3949 N=1=1E] - BBE 458
G -270 zaz -.270 - a60 352 -a7 330
=2 -148 266 -.148 -.555 587 - 714 419
FE -.597 416 -.597 -1.434 72 -1.484 201
(Constant) -1.407E-16 206 .ooo0 1.000 -.437 437
1z -.0B7 253 -.067 - 265 7O4 -.B03 469
DFR -.100 265 -.100 -.378 710 -.BE3 462
FROF 131 .348 131 3FTF 711 -.BO7 .arvo
CFC 196 za4 196 689 501 - 406 FaF
G5 -105 256 -.105 -.410 BB7 - BAT 437
G -.271 2T3 -.271 -.8a3 .336 -.849 307
SA - 146 25T - 146 -.867 578 -.690 .399
PE -.592 .401 -.592 -1.475 160 -1.442 259
(Constant) -4.074E-16 200 .ooo0 1.000 -.423 423
DFR - 106 (257 - 1086 -412 .BBB -G48 43T
FROF 130 .339 130 .384 .FOB -.585 845
CFC 219 263 219 .33 418 -.335 Rrarac]
ek=] -.100 248 -.100 -.405 Ragzh -B24 423
GA -.374 265 -.274 -1.025 315 -.833 285
SA -133 245 -133 -.541 595 -.B50 .35
PE -.625 .370 -.625 -1.691 .1049 -1.406 .1545
(Constant -4.8917E-16 196 ooo 1.000 — 411 411
DFR -.081 243 -.081 -.334 raz -.5491 4249
CFC 214 256 219 856 403 -31a 758
ek=] -.081 23T -.o81 -.342 .T3E -.580 417
GA -.25a (256 -.2549 -1.014 324 -. 787 278
SA -.158 231 -.158 -.684 503 -.B43 .3z
PE -.540 .238 -.540 -1.874 .077 -1.145 065
(Constant -4 435E-16 a1 ooo 1.000 -.400 400
CFC (226 250 .226 .a05 L3TT -.296 .7as
GS - 076 231 - 076 -.a3z29 T4E - 560 408
GA -.266 249 -.266 -1.068 299 -.787 255
S5A -135 215 -.135 - B27 538 -.585 315
PE -.584 251 -.584 -2.329 .031 -1.102 -.059
(Constant) -4.523E-16 JA87 .ooo 1.000 -.3849 389
CFC 28T 211 2BT 1.268 214 - 172 i
GA -.2749 .240 -.274 -1.161 2489 -7 81 222
SA -126 208 - 126 -.B03 Rl -.a60 Relule!
FPE - 04 23T -.A04 -2.548 014 -1.0949 -.110
[Constant) - 9T4E-1T 184 .aon 1.000 -.382 .38z
CFC 208 87 308 1.551 A28 -104 17
GA -.235 226 -.235 -1.043 3049 -.r04 234
PE -.584 23 -.584 -2.526 020 -1.064 -.103
(Constant) 2.3897E-17 184 .ooo 1.000 -.382 382
CFC 320 487 320 1.622 14 -.0839 729
PE - 4485 1487 -.4468 -2.320 030 - 867 -.04%8
(Constant) 3T23E-17 181 .ooo 1.000 -394 3594
FE - 360 195 - 360 -1 852 A7 TF - 7H3 042

3. Dependent Yariahle: LR3

The regression analysis shows that the coefficient of determination i.e R? , explained
29.3% variation in LR3 when all the variables are taken together. After removing all
insignificant variables coefficient of determination comes out to be 13% over the total
variation. The t test shows that the Significant variables found in the equation is PE ratio
and that to be significant at 10% level.

LR3=3.723E-17 -.360PE
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4.3.6 Main Findings

Correlation

Automobile

Construction

Oil, Power& Energy

Pharma

DPR

TS

PROF

CFC

GS

GA

PE

*)
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Regression

Automobile

Construction

Oil, Power&
Energy

Pharma

*)

DPR

TS

(*)

PROF

CFC

GS

GA

*)

SA

PE

*)

Variation

by all factors

explained

44.3%

18.4%

16.9%

16.1%

19.3%

Variation

by significant

variable

explained

35%

15.6%

0%

12.8%

13%

As we can see from above tables Degree of Financial Leverage is not significantly related

to any variables. Hence Hso is rejected and we can say Factors affecting Degree of

Financial Leverage vary amongst various sectors of India.
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5 SUMMARY

Capital Structure is referred to as the ratio of different kinds of securities raised by a firm
as long-term finance. 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.

The study has two objectives 1) To determine whether or not factors affecting capital
structure decision significantly vary amongst the sample companies of different
sector.2)To identify most significant factors considered by sample companies for design
of capital structure.

There are 3 dependent variables used to measure Capital Structure i.e Debt-Equity ratio,
Debt-Long Term Funds and Degree of Financial Leverage. 9 Independent variables are
used in this study. Those are Size, Growth in terms of assets, and Growth in terms of
sales, Interest Coverage, PE ratio, Profitability, Cash Flow Coverage, Dividend Payout
Ratio and Tax Shield.

The research is based on secondary data only. In this research it is two stage
processes. In the first stage five industries are considered ie IT, Cement, Automobile,
Pharmacy, Oil, Power and energy and in the second stage companies from each industry
would be selected from the firms listed in Nifty 50.So in total 35 companies have been
used from 5 sectors. The data is collected from National stock Exchange directory, CMIE
prowess.

Three different statistical tools and models have been used in the study. These are

descriptive statistics, Pearson correlation and Multiple Linear Backward Regression.
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6 CONCLUSION

We conclude that
e Factors affecting Debt-Equity Ratio do not vary among various sectors.
e Factors affecting Debt-Total Long Term Funds do not vary among various
sectors.
e Factors affecting Degree of Financial Leverage vary among various sectors.
o Important determinants of Capital structure are Profitability, Dividend Payout

Ratio, Growth in terms of Assets and Interest Coverage.
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