ABSTRACT

This sludy evaluated the impact of capital structure on profitability of listed companies In Dar es
Salaam slock exchange (DSE), 12 companies production of used to collect data for the period of
seven years from 2010 to 2016 with 84 observation of dala. the researcher analyzed the
relationship between capital struclure as an independent variable and profitability as the
dependent variable. The comelation technique model was used to measure the relationship
between capilal structure and retum on Assets and also the capital structure and retum on equity.
After testing the relationship between the varables (dependent and independent) the researcher
discovered thal there were varied results between capital structure of company and company
profitability, some resulls indicaled a negative relationship between capital structure and
company profitability and others indicated a positive relationship between capital structure and
company profitability. The variable calculation was done with the assistance of STATA compuler
software and the resull revealed the mixed results. The correlation mode! indicated a negative
correlation between retum on equity and debt to assets ratio as well as refum equity and debt to
equity ratio this means there is no connection between capital structure and fim's profitability in
terms of return on equity, also the results showed a positive corelation between retum on assels
and debt to equity ratio, As for retum on assets to debt lo assels ratio it shows a negative
comelation that means the company use more assets to generate profit than equity. This study
also discovered thal the capital structure of listed companies in DSE subsidizes the company
profitability positively in terms of retum on assets whereby the capital structure of listed
companies in DSE have a negative correlation with company profitability in terms of retum on
equity or shareholders' funds. Most companies use debt to finance their operation and to
generate profit and it is more favourable than fo use shareholders fund or equity to generale
profit. In order to improve the profitabilty of listed companies in DSE, The companies lis ted in
DSE should make the use of debls lo assets ratios to finance their onmp_anie;‘ because the
results indicated that debl lo assets ratio has much effect on generaling company profitability
more than other capital structure ratios. B '
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