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Abstract
This article on "A STUDY ON EBIT-EPS ANALYSIS AT SBI BANK LTD." The primary goal of this project was to focus on how financial managers use EBIT-EPS analysis to determine which capital structure provides the highest earnings per share (EPS) over expected earnings before interest and taxes. It is used to determine the impact of various financial plans on equity shareholders' earnings. The purpose of this study is to focus on the advantages and disadvantages of EBIT-EPS analysis.
1.0 Introduction
EBIT-EPS analysis demonstrates ways to maximize EPS and provides a scientific basis for comparing various financial plans. Therefore, the term "a tool of financial planning that evaluates various alternatives of financing a project under varying levels of EBIT and suggests the best alternative with highest EPS and determines the most profitable level of EBIT" can be used to describe EBIT-EPS analysis.


Concept of EBIT-EPS Analysis:
The EBIT-EBT analysis method investigates leverage by comparing alternative methods of financing at various levels of EBIT. Simply put, EBIT-EPS analysis investigates the impact of financial leverage on EPS at different levels of EBIT or under different financial plans.
It investigates the impact of financial leverage on EPS behaviour under various financing scenarios and with varying levels of EBIT. EBIT-EPS analysis is used to select the combination and the various sources. It aids in the selection of the option with the highest EPS.
We know that a company can finance its investment with borrowed capital or equity capital. The proportion of various sources may also differ depending on the financial plan.

1.1 Need of the study:
SBI is used for making the choice of the combination and of the various sources. It helps select the alternative that yields the highest EPS. We know that a firm can finance its investment from various sources such as borrowed capital or equity capital. Use of EBIT-EPS analysis is indispensable for determining sources of funds. In case of financial planning the objective of the firm lies in maximizing EPS. EBIT-EPS analysis evaluates the alternatives and finds the level of EBIT that maximizes EPS.
1.2 Scope of the study
EBIT analysis enables managers to see how various capital structures affect the earnings and levels of the company. It is the method to study the effect of leverage and essentially involves the comparison of alternative methods of financing under various assumptions of EBIT in... EBIT-EPS analysis is useful for comparing departments, product lines, and markets' efficiency. It identifies the EBIT earned by these various departments, product lines, and markets, allowing financial planners to rank them in order of profitability and evaluate the risk that each entail.
When comparing the results of various funding sources, this analysis is helpful. It checks to see if money from a source is put to use in a way that returns more money than it costs.
The study only used data from the 2017 to 2021 fiscal years.
1.3 The study's objectives.
1. Utilizing EBIT-EPS, to examine SBI BANK Limited's capital structure.
2. To determine the impact of the financing decision on the company's EPS and EBIT. to examine SBI BANK LTD.'s leverage analysis.
4. to examine the SBI BANK LTD's financing patterns.
5. to comprehend SBI BANK LTD.'s capital structure policy and pattern.
1.4 Literature Review
Article: 1
Title: capital Structure Ownership Structure
Authors: Boodhoo Roshan
Source: The journal of online education, new work January-2009
Abstract: There have always be controversies among finance scholars when it comes to the subject of the capital structure. So far, researches have not at reached a consensus in the optimal structure of firms by simultaneously dealing with the agency problem.

Article: 2
Title: Dynamic capital structure. A comparative analysis between ICT and NON-ICT firms
Authors: Dany Aoun and Junseok Hwang
Source: ICFAI journals of industrial economic may-2007
Abstract: This paper develops a model of dynamic capital structure based on a simple of NASDAQ listed firms and estimated the unobservable optimal capital structure using a wide range of observable determinants.

Article: 3
Title: Determinants of capital structure : A case study of listed companies of Nepal Authors: Keshar j, baral.phd.
Sources: The journal of Nepalese business
Abstract: In this paper an attempt has been made to examine the determinants of capital Structure size, business risk growth rate, earnings rate, dividend payout, debt service capacity and degree of operating leverage of the companies listed to Nepal Stock Exchange Ltd. As of July-17-2003.



1.5 Research Methodology
Data relating to SBI BANK limited. Has been collected through.
Primary sources
· Detailed discussion with vice president
· Discussion with the finance manager and other members of the finance department of the bank
Secondary sources:
· Drawn from the annual reports of the company during the period of 2016-2020
· Detailed discussion with vice-president
· Discussions with the finance manager and other members of the finance department

Tools and techniques:
The collected data has been processed using the tools of Ratio Analysis and Graphical Analysis
· Year-Year Analysis
These tools access in the interpretation and understanding of the Existing scenario of the Capital Structure.
Limitations
· The study is based on only secondary data.
· The period of study was 2017-2021 financial years only.
· Due to corona detail discussion was not possible to collect the exact data.
· The secondary data collected was not exact because the companies don’t want to discuss exact their financial status.

1.6 Data Interpretation and Analysis
Table 1
RETURN ON ASSETS
In this case profits are related to assets as follows
Return on assets = 	 Net profit after tax

Total assets


TABLE 1; RETURN ON ASSETS  	 	 	 	 	 	  	 	Rs: Crore

		NET PROFIT AFTER TAX      962.85    2082.77     2575.16         3531.64       4153.60

	TOTAL ASSETS               4204.40   6087.50   6674.58      6673.44     19264.27

	ROA                                   23.065     29.285     38.581       52.920       25.417


TABLE2


           
Return on capital employed    =                Net profit after taxes & Interest
                                                            
                                                                      Total capital employed.
(Total capital employed = Fixed assets + Current assets–Current liabilities)

YEAR 2016-2017
PERFORMANCE OF COMPANY (AMOUNT IN RS.’ CR’S S)
	Gross Revenue
	4939.44
	Total Expenditure
	3773.25

	Profit (Loss) before tax
	1196.20
	Profit after tax
	782.28

	Earnings per share Rs.
	1.69
	Dividend ratio
	10%



PERFORMANCE ANALYSIS OF 2016-2017
There has been an increase of over 20% when compared to cost year, which resulted in Gross Profit of Rs.4939.44 Crs as against around 3697.54 crs in last year. Because of decrease in non-Operating expenses to the time of the Net profit has increased. It stood at current year against previous year because of redemption of debenture and cost reduction. A dividend of Rs.192 lacs was declared during the year at 10% on equity.

YEAR 2017-2018
PERFORMANCE OF COMPANY (AMOUNT IN RS.’ CR’S S)
	Gross Revenue
	5636.12
	Total Expenditure
	4162.48

	Profit (Loss) before tax
	1707.01
	Profit after tax
	1007.61

	Earnings per share Rs.
	0.64
	Dividend ratio
	5%



YEAR 2018-2019
PERFORMANCE OF COMPANY (AMOUNT IN RS.’ CR’S S)
	Gross Revenue
	6575.40
	Total Expenditure
	5215.94

	Profit (Loss) before tax
	1561.46
	Profit after tax
	977.02

	Earnings per share Rs.
	0.64
	Dividend ratio
	5%


PERFORMANCE ANALYSIS OF 2018-2019
The Banking Industry has a successful year because of Govt. policies such as infrastructure Development a Rural housing. There has been a small reduction in Gross Sales and with the performance of prefab Division the Gross Profit gap has narrowed and contributing to the EBIT. The Gross Profit has increased considerably from 6575.40 crs  in Last year to 5636.12 crs in Current year. The interest payment has increased by 423 crs in the Current year and the Profit before Tax at 1561.46 crs when compared to 1707.01 crs in Last year. The Net profit also increased from 977.02 in Last year in Current year.
The Director has recommended a 7.5% Dividend and in Last year it was at 5%.
YEAR 2019-2020
PERFORMANCE OF COMPANY (AMOUNT IN RS. CR’S)
	Gross Revenue
	7199.43
	Total Expenditure
	5585.29

	Profit (Loss) before tax
	1788.19
	Profit after tax
	1093.24

	Earnings per share Rs.
	1.55
	Dividend ratio
	10%



PERFORMANCE ANALYSIS OF 2019-2020
In 2018-10 the company has performed well in all decisions because of high demand and realizations. The Gross Profit Increased considerably and the interest payments have Increased at about 7199.43 because of loans taken from the bank at a lesser rate of interest and payment of loan funds for which the company is paying higher rate of interest. In the previous year, the cash credit granted by UCO bank to the tune of Rs.5585.29 crs and losing of loan funds borrowed from Vijaya Bank and Canara Bank factors, which can tribute to increase in the Profit before Tax to the tune of Rs.1788.19 crs the company declared a dividend of 10% on its equity to its shareholders when compared to 7.5% in the previous year. The EPS of the company also increased considerably which investors in coming period. The company has taken up a plant expansion program during the year to increase the production activity and to meet the increase in the demand.



YEAR 2020-2021
PERFORMANCE OF COMPANY (AMOUNT IN RS.CR’S)
	Gross Revenue
	15558.42
	Total Expenditure
	12082.74

	Profit (Loss) before tax
	2086.20
	Profit after tax
	1604.23

	Earnings per share Rs.
	2.10
	Dividend ratio
	17%



Table 3 : EBIT LEVELS
	Particulars
	2017
	2018
	2019
	2020
	2021

	Earnings Before Interest & Tax
	1196.20
	
1707.01
	1561.46
	1788.19
	2086.20

	Change
	
126.54
	510.81
	
-145.56
	226.73
	
298.01

	% Change
	9.217979
	42.701
	-8.5266
	14.5203
	16.6654







Degree of Financial leverage
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The higher the quotient, the greater the leverage. In SBI ltd lst case it is increasing because of decrease in EBIT levels to 2020-2021.
The EBIT level is in a decreasing trend because of drastic decline in prices during above period.
Chart 3
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Interpretation
The EBIT level in 2015 was 1196.20 crores, and it will continue to decrease annually until 2017. Due to the rise in demand and the increase in the sale price, the EBIT levels again began to rise in 2018 and reached 1707.01 crs in 2020 and 861.19 crs in 2021. The A.P. Government's infrastructure program Irrigation projects that met demand in the area of rural housing are turning a profit.
Performance
Table 4 : EPS Analysis
	Particulars
	2017
	2018
	2019
	2020
	2021

	Profit After Tax
	962.85
	2082.77
	2575.16
	3531.64
	4153.60

	Less: Preference Dividend
	-
	-
	-
	-
	-

	Amount of Equity share holder
	2063.78
	2696.99
	3602.10
	4608.65
	10666.04

	No. OF equity share of Rs.10/- each
	19234825
	19234825
	19234825
	19234825
	19234825

	EPS
	1.69
	0.64
	0.79
	1.55
	2.1



SBI BANK LIMITED.  THE FUNDING MIX
	Particulars
	2015-16
	2017-17
	2018-18
	2019-19
	2020-20

	Source of funds
	
	
	
	
	

	Share holders’ funds
	
	
	
	
	

	a) Share capital
	2063.78
	2696.99
	3602.10
	4608.65
	10666.04

	b) Reserves and surplus
	1939.78
	2571.73
	3475.93
	4482.20
	10387.22

	c)Deferred tax
	560.26
	542.35
	722.93
	830.73
	2030.05

	TOTAL (A)
	3963.82
	5811.07
	7800.96
	9921.55
	22783.31

	Loan Funds
	
	
	
	
	

	a) Secured Loans
	1171.25
	982.66
	1205.80
	854.20
	2789.76

	b) Unsecured Loans
	427.38
	757.84
	965.83
	750.33
	1554.84

	TOTAL (B)
	1878.63
	2040.5
	2171.63
	1904.52
	4174.6

	TOTAL (A+B)
	5542.45
	7551.57
	9942.59
	11826.07
	26927.91

	% of S H in total C.E
	44.67
	48
	41.22
	42.38
	34.3

	% of Loan Fund in total C.E
	55.33
	52
	58.78
	57.62
	65.69




Interpretation.
Between 2012 and 2015, loan funds accounted for 55.33 percent of total C.E., while shareholder funds accounted for 3125.8 percent. In an effort to maintain a favorable funding mix, the company will allocate 45 percent of shareholders' funds and 55 percent of loan funds over the course of six years. Due to the company's effective utilization of Loan Funds in the Capital Structure, the leverage or trading on equity is also advantageous. so that it results in a higher profit increase from 0.79 EPS in 2018 to 1.55 EPS in 2020.
YEAR 2015-16
Position of Mobilization and Development of funds
(Amount in RS.)
	Total liabilities
	3902.67
	Total assets
	3902.67

	Sources of funds
	
	
	

	Paid u capital
	124.49
	Reserves & surplus
	1939.29

	Secured Loans
	1171.25
	Unsecured loans
	427.38

	Application of funds
	
	
	

	Net fixed assets
	3216.23
	Investments
	483.45

	Net current assets
	204.99
	Misc. Expenditure
	---

	Accumulated losses
	
	
	





YEAR 2017 – 2018
Position of Mobilization and Development of funds
(Amount in RS. crs)

	Total liabilities
	4979.84
	Total assets
	4979.84

	Sources of funds
	
	
	

	Paid u capital
	124.49
	Reserves & surplus
	2571.73

	
	
	Deferred tax
	542.35

	Secured Loans
	982.66
	Unsecured loans
	757.84

	Application of funds
	
	
	

	Net fixed assets
	4783.61
	Investments
	200.90

	Net current assets
	25.33
	Misc. Expenditure
	---

	Accumulated losses
	Nil
	
	


Financial leverage results from the presence of fixed financial charges in the firm income stream. These fixed charges don’t vary with EBIT availability post payment balances belong to equity holders. Financial leverage is concerned with the effect of charges in the EBIT on the earnings available to shareholders.
YEAR 2018-2019
Position of Mobilization and Development of funds
(Amount in RS. crs)
	Total liabilities
	6466.66
	Total assets
	6466.66

	Sources of funds
	
	
	

	Paid u capital
	124.49
	Reserves & surplus
	3475.93

	
	
	Deferred tax
	722.93

	Secured Loans
	1205.80
	Unsecured loans
	965.83

	Application of funds
	
	
	

	Net fixed assets
	5312.97
	Investments
	1034.80

	Net current assets
	120.89
	Misc. Expenditure
	---

	Accumulated losses
	Nil
	
	



YEAR 2019- 2020
Position of Mobilization and Development of funds  (Amount in RS. crs)
	Total liabilities
	7043.90
	Total assets
	7043.90

	Sources of funds
	
	
	

	Paid u capital
	124.49
	Reserves & surplus
	4482.20

	
	
	Deferred tax
	830.73

	Secured Loans
	854.20
	Unsecured loans
	750.33

	Application of funds
	
	
	

	Net fixed assets
	5201.05
	Investments
	1969.55

	Net current assets
	203.30
	Misc. Expenditure
	---

	Accumulated losses
	Nil
	
	





YEAR 2020 – 2021
Position of Mobilization and Development of funds
(Amount in RS. crs)
	Total liabilities
	19540.69
	Total assets
	19540.69

	Sources of funds
	
	
	

	Paid u capital
	274.04
	Reserves & surplus
	10387.22

	
	
	Deferred tax
	2030.05

	Secured Loans
	2789.76
	Unsecured loans
	1554.84

	Application of funds
	
	
	

	Net fixed assets
	12505.57
	Investments
	3730.32

	Net current assets
	304.80
	Misc. Expenditure
	----

	Accumulated losses
	Nil
	
	



Conclusion:
· "Sales in 2017-2018 were 7267.74 billion dollars, and those in 2020-202112752.43 billion dollars are decreasing by 20% annually." However, manufacturing costs will remain at 8725.11 from 2018 to 2020.
· The rise in royalties has resulted in a significant rise in production costs between 2017 and 2018. The fact that the company redeemed fixed interest-bearing funds from time to time out of profit between 2017 and 2018 is evidenced by the interest charges of 492.21 in 2018, 357.07 in 2020, and 522.56 in 2020, respectively.
· The debenture redemption reserve and other references were used to partially redeem the bonds. In 2020 and 2021, the PAT (Profit After Tax) is 340.78. Over the aforementioned time frame, the prices of the PAT have increased across the board in banking.
· The profit increased by almost 17% between 2018 and 2020. Debentures were redeemed through transfers to D.R.R. between 2018 and 2020. There was a steady transfer for dividends from P&L appropriation between 2017 and 2018, but shareholders did not receive an adequate dividend in 2017.
· Because the company did not issue any public securities during the three-year period, the share capital remained in control. From 2017 to 2020, secured loans have decreased consistently, with a slight increase in 2021.
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CHAPTER -5                                        FINDINGS &CONCLUSION

1.There has been a small reduction in Gross Sales and with the performance of prefab Division the Gross Profit gap has narrowed and contributing to the EBIT. The Gross Profit has increased considerably from 520.99 Cr in Last year to 641.80 Cr in year. The interest payment has increased by 51 Cr in the Current year and the Profit before Tax at 520.99 when compared to 641.80 cr in Last year.
1. Perform Division realization has increased by 8% even the Turnover has come to 641.80 Cr from 400.09 Cr in last year.
2. The profit After Tax has come 315.92 Cr to 216.82Cr in Current year because of slope in banking industry.
3. The PAT is in an increasing trend from 2017-2018 because of increase in sale prices and also decreases in the cost of manufacturing. In 2020 and 2021even the cost of manufacturing has increased by 5% because of higher sales volume PAT has increased considerably, which leads to higher EPS, which is at 83.80 in 2020.
4. The EBIT level in 2015 is at 1196.20 Cr and is increasing every year till 2020. Because of Less realization in the Banking Industry. The EBIT levels in 2020 again started growing and reached to 1788.19 Cr  and in 2020 were at 1788.19Cr and in 2021 were at 2086.20, because of the sale price increase per bag and increase in demand. The infrastructure program taken up by the A.P. Govt. in the field s of rural housing irrigation projects created demand and whole Banking Industries are making profits.
5. The EPS of the company also increased considerably which investors in coming period. The company has taken up a plant expansion program during the year to increase the production activity and to meet the increase in the demand.
6. Because of decrease in non-Operating expenses to the time of 216.82 Cr the Net profit has increased. It stood at in current year increase because of redemption of debenture and cost reduction. A dividend of Rs.45.74 Cr as declared during the year at 7.85% on equity.
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