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Abstract 

 In the current study, the impact of financial leverage on the profitability of Reliance industries is 
discussed. Several advantages and disadvantages are also discussed in this study. The impact of 
financial leverage on Reliance industries is also discussed in this study. In this study, a secondary data 
collection method is used to collect the data. Qualitative data help to maintain the accuracy of the data. 
This data help to understand the main focus of the study.    
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Introduction 

In the present study, the impact of financial 
leverage on the profitability of Reliance 
industries will be discussed briefly. The aims 
and objectives of the study will be mentioned.  
The advantages and the disadvantages will be 
discussed. The impact of the financial leverage 
on the industries or the company will also be 
discussed in this study. The impact of leverage 
on profitability will also be mentioned in this 
study.   

Aims and Objectives 

Aims: The current study is aimed at the impact 
of Financial Leverage on the Profitability of 
Reliance Industries. 

Objectives: 

● To analyse the advantages and 
disadvantages of the financial leverage  

● To find out the impact of financial 
leverage on the Reliance industries   

Literature review 

The advantages and disadvantages of the 
financial leverage 

There are two advantages of financial leverage 
such as enhancing the earnings of a firm’s assets 
as a percentage and in many tax jurisdictions 
interest expanse is deductible from the tax 
which is the cause of the reduction of the net 
cost of the debt to the borrower (Samo et al. 

2019). There are several disadvantages also of 
financial leverage. The possibility of 
disproportionate losses is also represented by 
financial leverage.  

 

Graph 1: Percentage of ranks of leverage loan 

(Source: Created by Author) 

The borrower can be overwhelmed by the 
interest expense of the related amount if a 
sufficient return is not earned by it to offset the 
interest expense (Ahmed et al. 2018). At the 
time of rising the rate of interest or the return 
from assets decline this type of problem occurs. 
An investor also may face the same issue and 
might be enticed to borrow funds to increase the 
number the security purchase (Al et al. 2020). If 
the decline of the security of the market price 
occurs, the leader will want to return the loaned 
funds which are taken by the investor. As a 
result, the investor is possibly wiped out. These 
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types of advantages and also the disadvantages 
have to face for the financial leverage. 

 

Figure 1: Factors affecting financial leverage 

(Source: Created by Author) 

The impact of financial leverage on Reliance 
industries  

Several impacts on financial leverage are 
examined in different research. There are 
significant impacts of financial leverage on 
several industries. Companies who are with 
short-term debts to total assets have a high 
growth rate and high performance. As a result, it 
is indicated that the high level of performance is 
related to the high rate of taxes.  

Manufacturing  6.1% 

Electricity, gas and water 5.9% 

Construction and real estate 6.3% 

Wholesale trade 6.7% 

Retail trade 6.7% 

Transportation and storage 6.7% 

Accommodation and food  6.2% 

Table 1: ratio of leverage 

(Source: Created by Author) 

To operate a business every company needs 
financial capital (Nguyen et al. 2020). The issue 
of debt security and selling common stock raised 
the financial capital for most of the companies. 
Financial structure is the main asset to building 
a business or any industry. The risk of the 
companies and the return implication are made 
by the amount of debt security.  

Figure 2: Impact of financial leverage, growth, 
size 

(Source: Created by Author) 

For that reason, several companies or industries 
use some thorough process for making the 
capital structure of the company strong (Dalci 
and I. 2018). Firm finance and its operation of it 
and growth are the increase of the capital 
structure by using several sources of funds. The 
impact of the financial leverage on the 
profitability of the company is huge (Dakua and 
S. 2019). Funds or sources help the business to 
grow but if there will be fewer funds it will 
reduce the growth and the performance of the 
company. Consequently, there will be no profit 
in the company which creates a major issue to 
run the business.   

 

Graph 2: leverage ratio in percentage across 
industries 

(Source: Created by Author) 

 

Methodology 

In the study, secondary data collection methods 
are used out of the primary and secondary data 
collection methods. This collection process of 
data is conducted by several books, journals, 
newspapers and websites. A website is an 
important way to get more information about 
the study. More sites help to get a larger amount 
of data which helps to get detailed information 
about the study. These data need to be analysed 
after the collection process. The analysis of data 
is important to get the accuracy of the data. This 
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data collection method is used to get sources of 
the data and the problems of the study to get the 
solution through this data. There are two types 
of data such as qualitative and quantitative. In 
this current study, qualitative data is used. The 
statistical data helps to get accurate information 
about the mentioned study. Qualitative data 
helps to maintain the study properly.  This data 
helps to understand the focus of the study and 
the problems and challenges are analyzed 
through this data. Through this data, brief 
information related to the study is getting. 

 

Data analysis and findings 

 From the above study, it is analysed that the 
financial leverage had several advantages and 
also disadvantages which are discussed in the 
entire study (Ibrahim et al. 2020). It is analysed 
that there is a major impact of financial leverage 
in an industry or company. The issue of debt 
security and selling common stock raised the 
financial capital for most of the companies which 
are analysed in the study (Magli et al. 2018). The 
disadvantages of the financial leverage indicated 
that the capital structure of the company should 
be strong to make the performance of the 
company high. 

 

Graph 3: Percentage of Debt multiples 

(Source: Created by Author) 

The motivation behind this examination is to 
dissect the impact of Corporate Social Obligation 
(CSR) divulgence, firm size and deals 
development on productivity utilizing Return On 
Resources (ROA). The object of this exploration 
are organizations participated in the area of 
buyer merchandise industry which distributes 
fiscal summaries and complete yearly report on 
Indonesia Stock Trade period 2016-2018. There 
were 36 examples chosen utilizing purposive 
examining method, and utilizing auxiliary 

information. The model in this review was tried 
by utilizing various straight relapse examination. 
The aftereffect of the examination shows that 
CSR has t-test result with high importance, so it 
doesn't affect benefit. the size of the 
organization that meaningfully affects benefit. 
Notwithstanding, deals development affects 
benefit. (ASL). Liquidity and monetary influence 
are two significant highlights of generally firm 
administration. This paper intends to research 
the impact of liquidity and monetary influence 
on the association's benefit that are estimated 
utilizing return on resources (ROA). The number 
of inhabitants in this study is the modern area's 
organizations that recorded in Amman stock 
trade. The current review utilized 54 yearly 
reports (cover five years, from 2015 to 2019) 
acquired from the organizations' Site. Involving 
Measurable Bundle for the Sociologies (SPSS) 
Adaptation 19. The outcomes affirmed that 
liquidity is fundamentally and emphatically 
influence the productivity, while the monetary 
influence adversely affects the benefit of the 
Jordanian modern recorded firms. Because of 
the significance of productivity for all Jordanian 
modern recorded firms, this study looked to 
extends the idea to enabling the modern 
recorded firms in arriving at their objective of 
benefit. The outcomes could be valuable by the 
controllers in offering new guidelines and 
regulations for the Monetary Service and the 
Amman stock trade. 

 

Utilizing monetary influence (FL) impacts 
business execution of endeavors. In this manner, 
the assurance of the effect of FL on the benefit of 
undertakings assists with making simultaneous 
answers for work on functional proficiency of 
endeavors which is vital and essential. This 
study means to recognize the effect of FL on 
Return On Resources (ROA), Return On Value 
(ROE), Return On Deals (ROS), and Return On 
Capital Utilized (ROCE). The review is led in light 
of the information gathered from 58 land firms 
recorded in Vietnam Stock Trade with 464 
perceptions. The concentrate likewise utilizes 
quantitative strategy joined with multivariable 
relapse models to analyze the speculations of the 
overview with the assistance of the EVIEW 11.0 
programming. Research results show that FL no 
affects ROS and ROCE while it adversely affects 
ROA and a positive effect on ROE. In accord-ance 
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with the examination discoveries, the creators 
propose explicit proposals and answers for 
further develop productivity in the land 
organizations recorded on Vietnam's stock 
trade. 

Assurance of profit strategy connected with 
benefit sharing choices got by the organization. 
The executives will settle on a choice whether 
the board will impart benefits to investors as 
profits or hold benefits for venture financing to 
be made from now on. Profit strategy is essential 
to study since it affects organization esteem 
reflected in stock costs. This study means to 
dissect the impact of Return on Resources 
(ROA), Obligation to Value (DER) and Current 
Proportion (CR) to Profit Payout Proportion in 
Customer Great Industry stocks recorded on the 
Indonesia Stock Trade in 2014-2017. The testing 
strategy in this review is Purposive Examining. 
Of the 49 Buyer Great Industry shares, just 8 
were remembered for the standards for the 
review test from 2014-2017, so the quantity of 
examination tests was 36. The relapse 
examination strategy was utilized in this review, 
in particular 1. T test to inspect the impact of 
free factors on the reliant variable Fractional; 
and 2. F test to at the same time analyze the 
impact of autonomous factors on the reliant 
variable. The consequences of the review 
demonstrate that Profit from Resources (ROA) 
altogether affects Profit Payout Proportion in 
Purchaser Great Industry shares recorded on the 
Indonesia Stock Trade in 2014-2017. Though 
Obligation to Value (DER) and Current 
Proportion (CR) were not demonstrated to 
impact somewhat to the Profit Payout 
Proportion in Shopper Great Industry shares 
recorded on the Indonesia Stock Trade in 2014-
2017. As well as the consequences of the review 
demonstrate that Profit from Resources (ROA), 
Obligation to Value (DER) and Current 
Proportion (CR) at the same time essentially 
affect Profit Payout Proportion (DER) in 
Customer Great Industry shares recorded on the 
Indonesia Stock Trade in 2014-2017. 

 

The motivation behind this study was to decide 
the impact of PER, DER, and DPR monetary 
choices with President as a directing variable on 
firm worth in the buyer merchandise industry in 
2015-2019. The specialist utilizes a quantitative 
methodology with quantitative enlightening 

exploration and logical examination. Gathering 
test information utilizing purposive inspecting 
strategy, with the assistance of programming 
SPSS to do testing measurement examination. 
From the consequences of this study the 
specialists found that to some extent, 
speculation choices have a positive impact in 
expanding firm worth, with the Chief affecting 
venture choices in expanding firm worth. 
Furthermore, all the while Speculation Choices, 
Subsidizing Choices, and Profit Choices influence 
the worth of the organization, with the Chief 
impacting the three monetary choices on the 
worth of shopper products industry 
organizations recorded on the Indonesia Stock 
Trade. with the President who impacts 
monetary choices on firm worth, then, at that 
point, it turns into a distinction to past research 
that has been finished on firm worth. 

 

Monetary Influence is the utilization of outside 
(acquired) cash put resources into the business 
to fund its proper resources. Any business has 
two sorts of speculations, i.e., inward and outer 
venture. Inner speculation comprising of value 
and inclination shares bearing no proper 
charges. Outer speculations comprise of 
obligation and it is acquired cash which can be 
as advance or debentures. The loan fee on 
obligation is fixed and despite the organization's 
pace of return on resource. The monetary 
influence connected by a corporate element is 
expected to procure favoring the monetary 
influence store than its expenses. Monetary 
influence and Obligation are moved in similar 
bearings mean its obligation increments then 
monetary influence additionally increments. The 
main role of monetary influence is to amplify the 
investor's return in positive financial 
circumstances. It is normal that the obligation is 
having a decent pace of revenue which can be 
acknowledged at an expense lower than the pace 
of return on net resources. In different terms, in 
the event that an organization has more 
obligation in contrast with value and inclination 
capital, than it is said that the organization is 
more turned. Monetary reports of oil and gas 
area organizations of India shows a significant 
volume of obligation capital that builds a decent 
size of capital construction. The place of 
monetary influence in giving a reasonable 
perspective on the monetary execution of the 
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business element is the main pressing issue of 
current explores and this position stays an 
arising issue to grab the eye of specialists. This 
study plans to gauge the effect of monetary 
influence on the monetary execution of the Oil 
and Gas Area Organizations of India for a very 
long time from 2008-09 to 2017-18. The review 
reasoned that influence has a positive 
relationship with the productivity of Indian Oil 
and Gas Area Organizations. 

Since India is neither a created country nor its 
steel organizations are monetarily independent, 
they will undoubtedly rely upon the outside 
capital, coming about the choice to be taken on 
the influence proportion as significantly more 
critical. India being the top exporter of iron 
metals can possibly be considered one of the top 
exporters of steel in the event that the steel 
organizations follow ideal capital design. 
Subsequently, the influence proportion needs 
careful examination to choose the ideal capital 
design. Despite the fact that there have been a 
few endeavors, they are not broad. The target of 
this study is to exactly explore the current 
capital construction of Indian steel industry 
from years 2010 until 2017 and the 
determinants of capital design and how these 
determinants relate with monetary influence. 
The examination targets are (1) to recognize the 
critical determinants that influence the capital 
design and (2) to lead a broad and observational 
exploration to assess the connections of the 
determinants with the monetary influence. 
Seven key determinants have been found: They 
are productivity, resource structure, size, 
amazing learning experiences, non-obligation 
charge safeguard, liquidity, and hazard. The 
productivity is viewed as exceptionally related 
with the obligation proportion as was normal 
and revealed in past examinations. The 
relationships among the determinants, for 
example, resource design, size, and non-
obligation charge safeguard are measurably 
critical. Productivity and liquidity convey 
positive relationship with obligation proportion, 
despite the fact that there is a negative 
connection between obligation proportion and 
resource structure. 

 

 

 

Conclusion 

From the above study, it is concluded that 
several advantages and disadvantages are there 
of the financial leverage in the industries. There 
are two advantages of financial leverage such as 
enhancing the earnings of a firm’s assets as a 
percentage and in many tax jurisdictions 
interest expanse is deductible from the tax 
which s the cause of the reduction of the net cost 
of the debt to the borrower. Several 
disadvantages are also there. The possibility of 
disproportionate losses is also represented by 
financial leverage. The borrower can be 
overwhelmed by the interest expense of the 
related amount if a sufficient return is not 
earned by it to offset the interest expense. 
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