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negative relationship ROA in LCBs. Thus, the banks must consider an appropriate mix of
capital structure to be adopted in order to increase the profitability of banking industry. And
also, the management of banks should consider on deposit mobilization strategies so that to
mobilize more funds in financing.

Further, the results confirmed that DTE ratio has a negative significant relationship with
both the ROA and ROE while DTF ratio has an insignificant relationship in LMFs. Finally,
both the LTA and LTS, proxies of firm size found an insignificant relationship with both
the ROA and ROE in both the sectors.

Conclusion

The study investigated the impact of capital structure and firm size on the performance of
LCBs and LMFs in Sri Lanka for the period 2012 to 2017. Thus this study evident that there
is an impact of capital structure on profitability of LCBs in Sri Lanka. In conclusion, firm
size is not a major determinant factor affecting the firm’s financial performance where it’s
evident that there is no significant association between firm and bank size components and
financial performance. But a significant effect was evident from capital structure
components in determining the LMFs’ profitability. Finally, the results are in support with
some literature done by, Ebaid (2009), Isik, Onal & Unal, (2017) Salim & Yadav, (2012)
etc.. and are contradictory with some as well.
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