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ABSTRACT

This study was nndertaken with the olbjective of findimg out the relationship between
fimamciall leverage and Firm performamcs of listed comvpandes wiuch are listed m
Colombo Sitock Eschange im Sm Lanka. The leverage belavior amd fAnamcial
performance of the lsted compamies in Collombo Stock Exchange were examimed as
per the obasrvatiions for the pemvod of 2014-2005.

Dieseriptive analysis, correlation coeffictents amalysis and multiple regression amalysis
wers used for this study. The sample consists of 140 companies antong the all listed
companies which is registered neder the Colomlro Steck Exchangs except Bamking,
finamce and investmment trust compamics. In this study. leverage level of the compemies
was msed as the independent vartable: which measursd by debt equaty ratie apd debt 10
notal asset 1amio. Acoerdingly. dependent varizble was the Fimm perfermamce winch
mezsured by Nett Frofit Ratio (NPR). Retiurm om Capitall Employed Ratie (ROCE),
Eeturm en asszts (ROA) and Retum om equiny (RGE).

Evemtually, results of this study indicate that all the independent variable (deft aquity
zatio. deft oo total asset ratio) have negative sigmifican relationship with all depenclenn
variable (NPR, RCGCE, RGA_. ROE) accordimg to the comelation amalysis Regression
amalysis revenl fnanciall leverage has less significamt imnpact on performance of the
losted companies im case of net profit, remum an capital employed. retwmn on equity and
reborm om assets Further, this study has showen the ety for medfumrre-nmrcﬁas i the
fielld f fimamcizl leverage with m:m]mmm;g ofther factors wﬁa@h are rellevamt fo firm
performamce such as frm sims, tax shisld &dw_mtug&. coverage {a!#lo solvency Tatio
amd efc. : fi i ¥
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