 A REPORT ON THE ANALYSIS OF SXL - Southern Cross Media Group.

QUESTION B.
My company’s (Southern Cross media group) long term debt to total asset ratio for 2019 was lower than the industry average meaning that it used lower debt than its peers in the industry. The long-term debt to total asset for Southern Cross media group for the year ended 2019 was found to be 0.2623 whereas that of the industry was 3.048 indicating that most of southern cross media group peers used more debt as opposed to assets.
The long-term debt to equity ratio for Southern Cross media group was found to be 0.7441 while the industry average was 11.9207 for the year ended 2019. This indicates that Southern Cross media group used more of its equity in financing its operations as compared to its peers who used more of debt rather than equity to fund their operations enabling it to have a lower debt/equity ratio of 0.7442 which was lower than the industry average.

QUESTION C.
The identified firm with the assumed similar size as my firm (Southern Cross Media Group) is Event Hospitality and Entertainment Ltd. This was because SXL has a total asset value of AUD 1.74B while EVT has a total asset value of AUD 1.79B. Hence it was selected.
From the findings, Southern Cross media group had a long-term debt to total asset ratio of 0.2623 while Event Hospitality and Entertainment limited had a long-term debt to total asset ratio of 0.2123. This finding clearly shows that southern cross media group had a much bigger debt to asset ratio as compared to Event Hospitality and Entertainment limited. This shows that Southern cross media group is more geared and it uses more of debt than assets for operations. For every unit of asset used, 0.2623(26.23%) of debt is required by Southern cross media group for operations while Event Hospitality and Entertainment limited requires 0.2123(21.23%) of debt for every unit of asset used in operations.

QUESTION D
 Optimal capital structure for any firm is the debt/equity ratio that will in turn maximize its overall value (Balachandran et al, 2019). 
The company does not have an optimal debt/equity ratio since it has a business risk of 0.9 meaning it is highly geared and uses more debt than equity ((Brown et al, 2019).
QUESTION E
Dividend Yield = Dividend per share / Market value per share
(i)
The 3-day return earned by SXL is:
DY = 4.37
The 2-day return earned by SXL is:
DY = 6.54
(ii)
The market return for the corresponding periods:
Market Return = 8.33.
Market Return = 16.32.

QUESTION F
The relevant theory for the findings of the market reaction to dividend changes in e(iii) is the static trade off theory which states that firms have optimal capital structure (debt to equity) ratios and markets react instantly to dividend announcements and changes. The increases and decreases in prices are the most popular way a market reacts to changes in dividends.
Signalling Hypothesis illustrates that increases in dividends signals improvement in company performance maybe due to implementation of a new technology while a decrease in dividends and prices of a firm’s securities signals poor performance to investors (Brown et al, 2019).
Free cashflow Hypothesis on the other hand implies that dividend policies and practices address agency problems between managers and outside investors while the Clientele Hypothesis states that investors will choose a dividend policy that best suits their needs as the market responds to the changes in dividends as the companies change their dividend policies (Graham & Harvey 2002).

Graph Work.
 (Source; Excel Tabulation Worksheet) 
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SXL Southern Cross Media Group
Long-Term Debt/ Equity Ratio.
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