
 

 

UNIVERSITY OF MANAGEMENT AND TECHNOLOGY UMT 

 

 

 

Financial Leverage and Investment Pattern in Capital Expenditure 

A case of Non-Financial Companies of SAARC Countries 

 

 

 

Submitted to  

School of Business and Economics 

In Partial Fulfillment of the Requirements 

For the Degree of  

MASTERS OF SCIENCE in Finance 

 

 

by 

 

Muhammad Mukarrum - 13004096-012 

August 2015 

 



 

 

RESEARCH COMPLETION CERTIFICATE 

 

It is certified that the research work contained in the thesis “Financial Leverage and 

Investment Pattern in Capital Expenditure: A case of Non Financial Companies of 

SAARC Countries” has been conducted under my supervision by Muhammad 

Mukarrum, ID, 13004096-012, of MS Finance program. 

 

 

 

           Signature: ___________________________ 

       Date: ___________________________ 

       Supervisor’s Name: _______Dr. Sarwar Azhar_____ 

 

26th July, 2015 

 
  



 

 

 

 



 

 

DECLARATION 

I hereby declare that the work entitled “Financial Leverage and Investment Pattern in 
Capital Expenditure: A case of Non-Financial Companies of SAARC Countries” is my 
own work and no part of this thesis has been copied from any other source except where 
explicit acknowledgement is made in the text. 

 

I certify that this thesis is being submitted in partial fulfillment of the requirements for 
the Master of Science degree in Finance. 

 

This thesis is my original work, and the data/material presented herein has not been used 
for the acquisition of any other degree from any institution.  

 

The Similarity Index is below permissibly limit. 

 
 
 

Researcher Signature: __________________________ 

      Date: ___________________________ 

  Researcher Name: _______________________ 

 

Confirmed By 

 

Supervisor’s Signature: ___________________________ 

Date: _____________________________ 

Supervisors Name: _____Dr. Sarwar Azhar__________ 

 

 

18th July, 2015 

26th July, 2015 



 

 

ACKNOWLEDGMENTS  

All praises to Allah Almighty Whose uniqueness and Wholeness is unchangeable. All 

respect for His Holy Prophet Muhammad (Peace Be Upon Him) Who conveyed His 

message and established His system on the face of the earth. 

I would like to express my strong gratitude to my supervisor, Prof. Börje Dr Sarwar M 

Azhar whose profound knowledge, guidance and patience, greatly enhanced my 

experience. I would like to thank my co-supervisor Ms. Ramla Sadiq whose continuous 

assistance enabled me to complete my thesis. I am so appreciated her patience and 

assistance in writing reports. She indeed gave me many valuable advices. I also want to 

thank other teachers in school of SBE in UMT, like Sir Usman Gilani, Sir Mahmood 

Shah Khan and Sir Muhammad Shahid. They help me to improve my research capacity 

and academic level in these two years. 

The efforts and knowledge, which are made in completing this thesis, are worthwhile. It 

increased my knowledge and helped me to better understanding of work. 



 

 

DEDICATION  

I dedicate this project to my dearest mother, who always guided me that you can become 

a valuable person only because of knowledge. I am on this stage because of only Allah’s 

blessing given to my mother who brings me on this stage of life. My all respect and 

successes are because of my parents and teachers. May Almighty Allah give them long 

life  

 

Ammen! 

 



i 

 

ABSTRACT 

This thesis was aimed to test the investment pattern for non-financial companies of 

SAARC Countries. For this purpose five SAARC countries were taken including; 

Pakistan, India, Bangladesh, Sri Lanka and Maldives. Other SAARC countries were not 

included because of unavailability of the data. In this study two type of leverage were 

used; one is Total Debts divided by Total Assets and second is Long Term Debts divided 

by Total Assets. This Study applies Linear Regression and Generalized Least Square 

Method (GLS). In Linear Regression there was a problem of heteroscedasticity in the 

data. So GLS was applied to see the unbiased results. This study gives three important 

findings; first individual countries companies’ data was analyzed. Secondly the 

comparative analysis was applied among five SAARC countries’ companies. Thirdly 

investment pattern was analyzed with low growth and high growth firms for selected five 

countries. It was found that leverage one (Total Debts/ Total Assets) is negatively 

influencing to investment in case of Pakistan & India but in case of Sri Lanka, 

Bangladesh  and Maldives leverage one is positively influencing. The second type of 

leverage (Long Term Debts/Total Assets) is influencing negatively to investment in all 

selected countries except for Bangladesh in which leverage two is positively influencing.  

For low growth and high growth firms the influence of leverage is different for different 

countries.  
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