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ABSTRACT

Uhe study of a firms’ debt linancing constitutes a difficolt decision becanse that
involves several Tactors, such as risk and profitabilicy. The decision beeomes even
more diflicall for Grns in eovicomment sith oo hugh degreee ol coomome instabilis
Cherelore, the choice hetween ideal proportion of shorl term debt and long tern debr

can alfect the value of the Trm as mech as e rates can,

Therefore, this is an cinpicical study that investigates to find out “what is the napact
ol the debt Onancing on the prolitabilny of the manufactorng companies o Sr
Lanka?”  Financial statement o 200 histed manulacturing companies for the past 3
vears from 2011 1o 2015 were used for vanables apalysis: Debt Dnancing ol the
comnpanies are measured by using the short term debt ratio, long term debl ratio and

total debt ratio, Profitability of the company s measured By using the return on assel

and relurn on equity,

According Lo the univariale analvsis of debt financig exploce that short term debl
average level is higher than long term debt average level, 1615 meaning Sei Lankan
manufacluring  compamies most prefer o short term debl than long term debt,
Furthermure, average level of profitability is in low value, O the athes il
researcher use correlation analysis to measure the relationship between the varables
and - regression w:ljr.-'ﬁw Lo easir the i|-.||m-r il ||1|.|-:_'|JL'1{L|ICI‘4[ amd dependen
¥,
vartables.” According :;u'th-..- carrelation analysis there 15 o week negative relationship
between the debt lnancing and the profitability ol a company, . Lhe impact s omaindy

i &

% i I g L
mdlienced 1o the returm on assels and relurn on un;|||1fﬁ\-' ||r‘-]u|u.' el Long term el

lnancing s insignifeant level and Shorl erm debt atﬁmIu:ln,nlrln;_‘}.-u_-l. According o
s - P
the total dghy fmancmy. ROE o insigniheants by Y
\ : J S
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