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ABSTRACT

The leverage will play a dynamic role in every financial manager's mind, while they

are fulfilling their duty of stake holders. Moreover, in developing cormtries situation is

diflerent than developed countries due to economic factors. Under the objectives ofthe

research researcher find out level, relationship and impact ofleverage and profitability.

The study covered ten commercial banks which were selected from banking sector in

Colombo Stock Exchange.

This research investigates the magnitude of the impact olthe bank's leverage ratios,

on the profitability of Sri Lankan commercial banl<s. Financial data from ten

commercial banks have been taken into in canying out the research, representing both

private sector and state sector. The period involved in the research is from 2008 to 2017.

Thee profitability measues namely return on assets, return on equity and net profit

margin are included to make results more comprehensive. The independent variables

employed are debt to equity ratio and debt to total assets ratio. Data were collected

using Secondary data sources.

Researcher lound weak negative relationship between Capital leverage and Net Profit

Margin, moderate positive relationship between Capital leverage and Return on Equity

and weak negative relationship between Capital leverage and Return on Assets. As the

result of it researcher found out statistically significant impact between the debt to

assets and Net Profit Margin. And also there was statistically significant impact

between the debt equity ratio and Return on Equity. Furthermore, researcher found out

statistically insignificant impact between Debt Equity and net profit margin, debt to

assets and retum on equity, Debt to assets and retum on assets and debt to equity and

retnm on assets.The finding is more useful to financial managers of banks for taking

sound decisions on their capital structure.
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