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Concept Question 

Solution: 
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Leverage 

PP3

DOL : Degree of Operating Leverage 
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Illustration 1

Solution: 

A Company produces and sells 

A firm’s details are as underIllustration 3
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From the following information extracted

Solution: 
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The capital structure of PS Ltd. at the end

Solution: 
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CALCULATE the operating leverage, financial leverage

Solution: 
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You are given the following information

Solution: 

Operating Income means EBIT
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The following data have been extracted

Solution: 
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Consider the following information

Solution: 
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Betatronics Ltd. has the following

Solution: 
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The following information is related to Yizi

Solution: 
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The following particulars relating to Navya Ltd

Solution: 
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1. Navya Ltd. is ready to take a high degree of risk, then alternative (iii) is strongly recommended.

2. In case of opting for less risk, alternative (ii) is the next best option with a reduced EPS of 

Rs. 6.80 per share.

3. In case of alternative (i), EPS is even lower than the existing option, hence not recommended. 

Recommendation:

Following are the selected financial information

Solution: 
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A company had the following Balance Sheet

Solution: 
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PP 3,5,7,10

From the following information, prepare 

Solution: 
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Extra
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Logic 
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The Sale revenue of TM excellence Ltd.

Solution: 
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PP 3,5,7,10

CALCULATE the operating leverage for each of the four firms

Solution: 

Comments:

1. Operating leverage exists only if there is fixed cost.

2. Operating leverage of firm D is 1,  it means 1% change in sales will lead to 1% change in EBIT.

(i.e.no magnified impact)

3. In case of other firms it exists un following order.

Firm A = 7 times

Firm C = 3 times

Firm B = 2times

4. In case of Firm A it is 7, it means 1% change in sales leads to 7% change in EBIT.
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The following details of a company for the year

Solution: 
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