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INTRODUCTION 
 
 

                                  
 

Financial analysis is the process of evaluating businesses, projects, budgets and other 

finance-related entities to determine their performance and suitability. Typically, 

financial analysis is used to analyze whether an entity is stable, solvent, liquid or 

profitable enough to warrant a monetary investment. When looking at a specific 

company, a financial analyst conducts analysis by focusing on the income statement, 

balance sheet and cash flow statement. Financial analysis is used to evaluate economic 

trends, set financial policy, build long-term plans for business activity, and identify 

projects or companies for investment. This is done through the synthesis of financial 

numbers and data. 

One of the most common ways to analyze financial data is to calculate ratios from the 

data to compare against those of other companies or against the company's own 

historical performance. For example, return on assets (ROA) is a common ratio used 

to determine how efficient a company is at using its assets and as a measure of 

profitability. This ratio could be calculated for several similar companies and 

compared as part of a larger analysis. 

Financial analysis can be conducted in both corporate finance and investment finance 

settings. In corporate finance, the analysis is conducted internally, using such ratios as 

net present value (NPV) and internal rate of return (IRR) to find projects worth 

executing. A key area of corporate financial analysis involves extrapolating a 

company’s past performance, such as gross revenue or profit margin, into an estimate 

of the company’s future performance. This allows the business to forecast budgets and 
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make decisions based on past trends, such as inventory levels. 

In investment finance, an outside financial analyst conducts financial analysis for 

investment purposes. Analysts can either conduct a top-down or bottom-up investment 

approach. A top-down approach first looks for macroeconomic opportunities, such as 

high-performing sectors, and then drills down to find the best companies within that 

sector. A bottom-up approach, on the other hand, looks at a specific company and 

conducts similar ratio analysis to corporate financial analysis, looking at past 

performance and expected future performance as investment indicators. 
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CLASSIFICATION OF RATIO BY STATEMENT 

 

Profitability Ratios 

Profitability ratios define how profitable the operations of the company are on per rupee 

of sales basis. It is evident that if the industry is very competitive and there are pricing 

pressures on the business, profitability will suffer. However, if the business is unique 

with significant entry barriers, or if it is an initial entrant in a sunrise industry 

profitability of the business would be high. A very high level of profitability will not 

sustain over a long period. With new entrants and competition, revenues and profits 

will moderate. 

The profitability of a company can be evaluated at each level of P/L statement. The two 

main parameters of profitability are 

1) EBITDA Margin 

2) Net Profit Margin (NPM) or Profit After Tax margin (PAT margin) 

 

(1) EBITDA Margin: 

This ratio is useful in finding out the profitability of the company purely based upon 

its operations and direct costs. It is calculated as 

EBITDA 
EBITDA =   

Net Sales 

 

A firm with a higher EBITDA margin, indicates that it is able to operate with greater 

efficiency than other peer group companies. The EBITDA margins are useful in 

identifying profitability trends in an industry since it is not affected by the 

depreciation policies, funding decisions and taxation rates of the companies. 

(2) PAT Margin: 

Shareholders of a business get their dues only at the end, i.e., after paying all 

stakeholders, including the government. Hence, they would like to know how much of 

the business generated by the company actually comes their way. This is found by 

calculating PAT Margin. 

PAT Margin = 
PAT 

  
Net Sales 
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A firm with a higher ratio is seen as more efficient in managing costs and earning 

profits. A trend of increasing margins means improving profitability. 

Return Ratios 

While Profitability ratios give a sense of profitability per rupee of sales by the 

business, they do not communicate anything on the productivity of each rupee 

invested in the business. This part of allocation of capital and its productivity is 

captured through comparing profits with the capital employed in the business. Two 

important ratios to look at here are 

1) Return on Equity (ROE) 

2) Return on Capital Employed (ROCE). 

(1) Return on Equity (ROE): 

This is the single most important parameter for an investor to start digging for more 

information about a company. ROE communicates how a business allocates its capital 

and generates return. An efficient allocator of capital would have high ROE and a poor 

quality of business would have low ROE. 

ROE, sometimes also known as Return on Net-worth (RoNW), is calculated as 

PAT 
ROE =   

Net Worth 

 

Net Worth = Equity Capital + Reserves & Surplus 

Higher the ROE, better the firm. 

(2) Return on Capital Employed (ROCE): 

This ratio uses EBIT and calculates it as a percentage of the money employed in the firm 

by way of both equity and debt. 

 

ROCE = 
EBIT 

  
Capital Employed 

 

Capital Employed = Total Assets − Current Laiblities 

Higher the ratio, better the firm since it is generating higher returns for every rupee of 

capital employed. Investors can use this to analyse the returns of companies with 

different sizes in the same industry. 
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Leverage Ratios 

A high level of debt used in funding the operations can be risky for the business, 

especially in an economic downturn when revenues and profitability reduce. Leverage 

Ratios can be used to analyse the extent of leverage used by a business and its ability 

to meet the obligations arising from them. Two important parameters here are 

1) Debt /Equity ratio 

2) Interest coverage ratio 

(1) Debt/ Equity (D/E): 

As discussed earlier, high levels of debt in a business can prove to be detrimental for a 

company. In absence of its ability to pay to the lenders, business may have to face 

bankruptcy. When businesses create assets aggressively out of borrowed money, it 

could be quite dangerous if the assets are unable to generate the expected revenues and 

profitability. The liability will still have to be met. 

It would be prudent for investors to avoid companies with extremely high levels of debt. 

On a most conservative basis, a D/E of 1 or less should be considered as the 

benchmark, and then depending upon the industry, track record of the company, 

capital required, project details, should a decision be taken. This ratio is defined as: 

 

Debt to Equity Ratio = 

 

(2) Interest Coverage Ratio: 

Long Term Debt 

Net − worth 

Companies having high debt need to pay high interest as well. Whether a company is 

headed for a trouble can be simply seen by comparing its earnings with the interest 

(we are not talking about principal repayment yet). This ratio, popularly known as 

Interest Coverage Ratio, tells us how many times the earnings of the business is, vis a 

vis its interest obligation. This is simply defined as: 

EBIT 
Interest Coverage Ratio =   

Interest Expense 

If this ratio is high, clearly, business is in comfortable zone. The ratio will be less than 

one or negative in some businesses, which means that earnings are less than interest or 

earnings are negative and interest obligations exist. As these businesses would be either 

borrowing money or infusing  equity  to run the show,  these 
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businesses may come into significant problems if they don’t turn around soon. 

Kingfisher Airlines is one such example. 

Liquidity Ratio 

It is important to see whether a business is able to honor its obligations as and when 

they arise. Two simple measures for the same are 

1) Current Ratio 

2) Quick Ratio 

(1) Current Ratio: 

This ratio measures the company’s liquidity situation by comparing its current assets 

with its current liabilities. A ratio of more than 1 means that the company has current 

assets more than its current liabilities. This ratio is also known as Working Capital 

Ratio. 

 

Current Ratio = 
Current Assets 

Current Laiblities 

This ratio measures the ability of the company to meet its short-term liabilities. The 

elements that constitute the working capital of the company, trade receivables, 

inventory, trade payables, form an important component of this ratio. A high inventory 

of finished goods may mean that the sales are slowing down and high raw material 

inventory may mean poor production planning. High trade receivables will indicate 

that the company is selling on credit and not able to realize cash from its debtors. On 

the other hand, high trade payables may indicate the strength of the company in getting 

best credit terms from its suppliers. There are companies which take cash on sales and 

make payments on credit. Such a situation will result into a current ration less than 1, 

however, this is not a red flag. In fact, it is a very good situation in which the 

company’s working is funded by the customers. 

A high ratio may indicate poor use of working capital while a very low ratio may point 

towards deeper analysis. 

(2) Quick Ratio: 

This is a more stringent version of the liquidity ratio as it does not consider assets, 

which although current in nature, but cannot be converted into cash immediately. 

Prominent example of such current assets is inventories. Thus, 
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Quick Ratio = 
(Current Assets − Inventories) 

Current Laiblities 

Accounts receivable, cash, investments in liquid funds, are all included in calculating 

quick ratio. 

Higher the ratio better the liquidity, but lesser will be the returns as cash is not a great 

source of generating returns. 

Efficiency Ratio: 

It is important to see whether a business is efficient in its operations. Efficiency would 

also help business improve its capital allocation and so the profitability and return 

ratios. Some simple parameters of efficiency in a business are defined below. 

1) Accounts Receivable Turnover 

2) Accounts Payable Turnover 

3) Asset Turnover 

4) Inventory Turnover 

(1) Accounts Receivable Turnover: 

This ratio indicates how fast company converts its sale in to cash. Higher the ratio, 

better the firm, as it means that very small portion of its revenues are in the form of 

credit. On the other hand, if the ratio is low, it means that the company is giving too 

easy credit or may be even facing difficulties in recovering money from its 

distributors/clients. 

 

Accounts Receivable Turnover = 
 

(2) Asset Turnover: 

Revenue 
 

 

Accounts Receivable 

This ratio indicates how many times assets of the business are churned / put to use to 

generate revenues for the business. Clearly, if assets are lying idle, that is not good for 

the business as capital is deployed but it is not generating revenue. On the other hand, 

if asset is continuously churned / put to use to produce goods and services, it would 

improve the revenues and the profits. Therefore, higher the ratio, better the firm. 
 

Asset Turnover = 
Net Sales 

Total Assets 
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(3) Inventory Turnover: 

This ratio gives the number of times inventory is rolled over by a company Hence, 

higher the ratio, better is the business. Inventory, if not converted into sales fast, would 

mean money is locked in the business. Also, perishable goods may start deteriorating 

if inventory is not turned into sales fast. This ratio would be high for FMCG companies 

whereas low for capital goods companies. 

Sales 
Inventory Turnover = 

 
 

Inventory 
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                             COMPANY PROFILE 

 

          

                      Established in1964 Bharat Heavy Electricals Limited (BHEL) is the 

largest engineering and manufacturing enterprise in India in the energy and 

infrastructure sector with capability to manufacture the entire range of power plant 

equipment. BHEL caters to the core sectors like Power Generation, Transmission, 

Industry, Transportation, Renewable Energy, Oil & Gas, Water, Defense & Aerospace 

and e-Mobility & Energy Storage Solutions and has references in 82 countries across 

the globe. BHEL’s mammoth size of operations is evident from its widespread network 

of 17 Manufacturing Units, 2 Repair Units, 4 Regional Offices, 8 Service Centers, 1 

Subsidiary, 3 Overseas Offices, 5 Joint Ventures, 15 Regional Marketing Centers and 

more than 15 project sites across India and Abroad. Through its strategic partnerships 

with global technology leaders, BHEL has been acquiring technologies for the past five 

decades, which are adopted and indigenized technologies for the past five decades, 

which are adopted and indigenized at its in-house Corporate R&D Division and 

Research and Product Development (RPD) centers at manufacturing units that work 

together to evolve optimal solutions to suit customer-specific needs. While all the 

manufacturing units and other entities of the company have been accredited to Quality 

Management Systems (ISO9001), major manufacturing units have also been 

accredited to Environmental Management Systems (ISO 14001) and Occupational 

Health & Safety Management Systems (OHSAS18001)
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                                     LITERATURE REVIEW 
 

Review of Literature refers to the collection of the results of the various researches 

relating to the present study. It takes into consideration the research of the previous 

researchers which are related to the present research in any way. Here are the reviews 

of the previous researches related with the present study: 

Bollen (1999) conducted a study on Ratio Variables on which he found three different 

uses of ratio variables in aggregate data analysis: (1) as measures of theoretical 

concepts, (2) as a means to control an extraneous factor, and (3) as a correction for 

hetero scedasticity. In the use of ratios as indices of concepts, a problem can arise if it 

is regressed on other indices or variables that contain a common component. For 

example, the relationship between two per capita measures may be confounded with 

the common population component in each variable. Regarding the second use of 

ratios, only under exceptional conditions will ratio variables be a suitable means of 

controlling an extraneous factor. Finally, the use of ratios to correct for hetero 

scedasticity is also often misused. Only under special conditions will the common 

form forgers soon with ratio variables correct for heteroscedasticity. Alternatives to 

ratios for each of these cases are discussed and evaluated. 

Cooper (2000) conducted a study on Financial Intermediation on which he observed 

that the quantitative behavior of business-cycle models in which the intermediation 

process acts either as a source of fluctuations or as a propagator of real shocks. In 

neither case do we find convincing evidence that the intermediation process is an 

important element of aggregate fluctuations. For an economy driven by intermediation 

shocks, consumption is not smoother than output, investment is negatively correlated 

with output, variations in the capital stock are quite large, and interest rates are 

procyclical. The model economy thus fails to match unconditional moments for the 

U.S. economy. We also structurally estimate parameters of a model economy in which 

intermediation and productivity shocks are present, allowing for the intermediation 

process to propagate the real shock. The unconditional correlations are closer to those 

observed only when the intermediation shock is relatively unimportant. 

Gerrard (2001) conducted a study on The Financial Performance on which he found 

that Using ratio analysis the financial performance of a sample of 
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independent single-plant engineering firms in Leeds is examined with regard to 

structural and locational differences in establishments. A number of determinants of 

performance are derived and tested against the constructed data base. Inner- city 

engineering firms perform relatively less well on all indicators of performance 

compared with outer-city firms. The study illustrates the importance of using different 

measures of performance since this affects the magnitude and significance of the 

results. Financial support is necessary to sustain engineering in the inner city in the long 

run. 

Schmidgall (2003) conducted a study on Financial Analysis Using the Statement of 

Cash Flows on which he observed that Managers use many financial ratios to judge 

the health of their businesses. With the recent requirement of a statement of cash flow 

(SCF) by the Financial Accounting Standards Board, managers now have a new set of 

ratios that will give a realistic picture of the business. The ratios include cash flow-

interest coverage, cash flow-dividend coverage, and cash flow from operations to cash 

flow in investments. These ratios are particularly useful because they show changes in 

a hotel or restaurant's cash position over time. rather than at a given moment, as is the 

case with many other ratios. 

Murinde (2003) conducted study on Corporate Financial Structures on which he 

observed that the financial structure of a sample of Indian non-financial companies using 

a new and unique dataset consisting of a panel containing the published accounts of 

almost 900 companies that published a full set of accounts every year during 1989-99. 

In a new departure in the literature, the dataset includes quoted and unquoted 

companies. We compare the sources-uses approach to analyzing company financial 

structures with the asset-liability approach. We use both approaches to characterize 

and to compare the financial structures of Indian companies over time; between quoted 

and unquoted companies; and between companies which belong to a business group 

and those that do not. Finally, we compare our results to those obtained previously for 

India and for the industrial countries. 

McMahon (2005) conducted a study on Financial Information on which he found that 

financial statements mean little to the uninitiated. This paper, explains, in layman's 

terms, how to understand financial information. It covers measures of profitability. 

The second article will cover measures of company liquidity and the use of financial 

ratios. This paper continues to explain how to interpret and understand financial 

information. It deals with measures of liquidity, solvency and 
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fund flows and describes how to establish standards against which a company's 

financial ratios can be compared. 

Lee (2008) conducted a study on Financial Risk on which he observed that financial 

researchers, including those concentrating on the lodging industry, use various 

financial risk measures for their studies. Examples of those risk measures are beta, 

earnings variability, bankruptcy probability, debt-to-equity ratio and book-to-market 

ratio. The purpose of this study is, first, to descriptively investigate various financial risk 

measures used in the lodging financial literature by performing factor analysis and 

identifying four distinct risk groups. Second, this study examines the predictive ability 

of the four risk groups for lodging firm performance. The findings of this study 

suggest that strategic and stock performance risk factors better represent a lodging 

firm's financial risk than do bankruptcy and firm performance risk factors, and also, 

ROA than ROE better estimates lodging firm performance in terms of their 

relationships with financial risk factors. 

Johnson (2009) conducted a study on Financial Ratio patterns on which he found that 

the properties and characteristics of financial ratios have received considerable 

attention in recent years with interest primarily focused on determining the predictive 

ability of financial ratios and related financial data. Principal areas of investigation 

have included the prediction of corporate bond ratings, and the anticipation of 

financial impairment]. Related studies have examined the characteristics of merged 

firms the differences in financial ratio averages among industries whether firms seek 

to adjust their financial ratios toward industry averages the relationship between 

accounting-determined and market-determined risk measures, and the influence of 

financial ratios on analysts' judgments about impending bankruptcy The general 

conclusion to emerge from these various research efforts is that a number of financial 

ratios have predictive and descriptive utility when properly employed. 

To summarize the literature, Ratio analysis is a key dimension of financial 

management, suggesting a relationship between profit and loss as mentioned in the 

balance sheet of an organization. Its appropriate use will go toward giving a true 

picture of the financial health of the unit. Its benefits can be seen in areas of 

management, production, marketing, personnel management etc  
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                             OBJECTIVES OF THE STUDY 
 

 

 

 

1) To Understand the risk & returns of the enterprise. 

 

2) To Analyze Operational Efficiency of the company using Ratios. 

 

3) To Identify the reason for change in Profitability of the company. 

  

4) To Analyze Overall Financial Performance of the company. 
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SCOPE OF THE STUDY 
 

 

 

 

 

The scope of the study is identified after and during the study is conducted. The main 

scope of the study was to put into practical the theoretical aspect of the study into real 

life work experience. The study of Ratio analysis further the study is based on last 5 

years Annual Reports of BHEL Ltd. 
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RESEARCH METHODOLOGY 
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                                    RESEARCH METHODOLOGY 

Research is essentially a logical and an organized enquiry seeking facts through 

objective verifiable methods in order to discover the relationship among them and to 

refer from the board principles or laws. It is really a method of critical thinking. 

Research may be defined as a systematic and objective analysis and recording of 

controlled observation that may land to the development of generalization of 

principles and theories resulting in prediction and possibly ultimate control of events. 

Methodology is often used in a narrow sense to refer to methods, technology or tools 

employed for the collection of data as well as its processing. This is also used 

sometimes to designate data collected to been done. It provides answers to some of the 

major questions while search like what must be done, how it will be done, what data 

will be needed, what data gathering devices will be employed, how sources of data 

will be analyzed at the conclusion. 

DIFFERENT TYPE OF RESEARCH METHODS: 

Success of conducting research depends over the result that is gained by the researcher 

at the end of the research. These obtained results are affected by the used methods to 

conduct research. In this way, there are 

Two Types of Methods: 

A) Primary Method 

B) Secondary Method 

 

  A)Primary Method: All the data that are collected at first time are included under 

the primary data collection method. Three approaches or methods are comprised under 

the primary data methods such as: 

1. Observation method 

2. In-depth interview and 

3. Survey through questionnaire. 

Under the primary data collection method, most of the researchers prefer to use direct 

communication with the respondents to reach at the result of the research. 
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B)Secondary Method: Secondary Data Collection Method Data that are collected 

on the basis of previous data or research is included under the secondary data collection 

method. In this way, several types of approaches can be used such as: 

1. Case study 

2. Documentation review 

3. Articles 

4. Projects etc. 

 

Research Methodology used in this Project: 

The study is based on only secondary data. In the case study approach of the 

secondary data collection method, I have collected the data from annual reports, 

analyzed information which is available on web-sites of the PIDILITE 

INDUSTRIES LIMITED 

 

Research Methodology- The study is based on secondary data which have been 

collected from: 

(1) Annual Reports of the company 

(2) Articles and Research papers 

(3) Internet 

(4) Books 
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HYPOTHESIS TESTING 

 

Hypothesis 1: 

H0 – The Financial position of BHARAT HEAVY ELECTRONICS 

LIMITED is not profitable. 

H1 – The Financial position of BHARAT HEAVY ELECTRONICS 

LIMITED is very good earning good profit. 

Interpretation: From the above Research study it is found that within Hypothesis No. 

1. The Null Hypothesis i.e., “The Financial position of BHARAT HEAVY 

ELECTRONICS LIMITED is not good not earning good profit”. Is found that True. 

Hence accepted. Whereas alternate Hypothesis i.e., “The Financial position of 

BHARAT HEAVY ELECTRONICS LIMITED is very good earning good profit”. Is 

Rejected. 

 

 

Hypothesis 2: 

H0 – BHARAT HEAVY ELECTRONICS LIMITED has not shown 

good Financial Strength for the last five years. 

H1 – BHARAT HEAVY ELECTRONICS LIMITED has shown 

good 

Financial Strength for last five years. 

Interpretation: From the above Research study it is found that within Hypothesis No. 

1. The Null Hypothesis i.e., “BHARAT HEAVY ELECTRONICS LIMITED has not 

shown good Financial Strength for the last five years”. Is found that True. Hence 

accepted. Whereas alternate Hypothesis i.e., “BHARAT HEAVY ELECTRONICS 

LIMITED has shown good Financial Strength for last five years”. Is Rejected. 
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EBITDA Margin 
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DATA ANALYSIS & DATA INTERPRETATION 
 

  A) Profitability Ratios 

         1)EBITDA Margin: 

EBITDA = 

 

 

 

EBITDA  
Net Sales 

 

Year EBITDA Net Sales EIBTDA 

Margin 

FY 2017 1,091 25,536 4.27% 

FY 2018 1,653 28,813 5.74% 

FY 2019 2,032 30,349 6.70% 

FY 2020 -133 21,463 -0.62% 

FY 2021 -3,048 17,309 -17.61% 

 
 

 

 

Interpretation: 

EBITDA Margin of the Co. is very low in FY 21. We see in this chart that after FY 19 

the EBITDA Margin is growing YOY but in FY 22 suddenly decrease in EBITDA 

Margin. This happens because of High input cost (Raw Material) and 2nd wave of 

Covid 19. And it’s also realized that the EBITDA Margin of FY 22 is below average 

of last 5 Year and the average of last 5 year is 21.18. 
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PAT Margin 
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     2)PAT Margin: 

 
 
 
 
 

PAT Margin = 

 

 

 

 

 

PAT  
Net Sales 

 

Year PAT Net Sales PAT Margin 

FY 2018 457 25,536 2% 

FY 2019 441 28,813 2% 

FY 2020 1,005 30,349 3% 

FY 2021 -1,466 21,463 -7% 

FY 2022 -2,697 17,309 -16% 

 

 

 

Interpretation: 

PAT margin of the Co. is Not good from last 5 years and also from FY20 it goes onto 

Negative. Overall, PAT Margin is very low. 
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Return on Equity (ROE) 
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B) Return Ratios 

     

   (1) Return on Equity (ROE): 

 

ROE = 

 

 

 

 

 

 

PAT  
Net Worth 

 

Year PAT Net Worth ROE 

FY 2018 457 32,389 1% 

FY 2019 441 32,335 1% 

FY 2020 1,005 30,904 3% 

FY 2021 -1,466 28,660 -5% 

FY 2022 -2,697 25,983 -10% 

 

 

 

Interpretation: 

Nevertheless, we know that the Return on Equity (ROE) should be more than the 

shareholder’s equity, in the year 2017,2018,2019 the company has maintained good 

ROE but later on their started the negative return. 
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C) Liquidity Ratio 

          (1)Current Ratio: 

 

Current Ratio = 

 

 

 

 

 

Current Assets 

Current Laiblities 

 

Year Current Assets Current 

Liabilities 

Current Ratio 

FY 2017 41,210 20,515 1.632 

FY 2018 42,609 21,907 1.638 

FY 2019 38,582 23,056 1.311 

FY 2020 42,162 22,608 1.447 

FY 2021 36,257 20,360 1.392 

 

 

 

 

Interpretation: 

If the current ratio of the company has the more than 1, it describes as the company is in 

good position, here in all the 5 years the company has the ratio more than, therefore 

the company is in really good position. 
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 2)Quick Ratio: 

 

Quick Ratio = 

 

(Current Assets − Inventories) 

Current Liabilities 

 

Year 
(Current Assets 

– 

Inventories) 

Current 

Liabilities 

Quick Ratio 

FY 2017 33,480 20,515 1.632 

FY 2018 35,879 21,907 1.638 

FY 2019 30,226 23,056 1.311 

FY 2020 32,711 22,608 1.447 

FY 2021 28,343 20,360 1.392 

 

 

 

Interpretation: 

More the quick ratio the company has, better in the liquidity position the company is. 

So, in initial year i.e. in 2017-18 the company has maximum quick ratio, later on it is 

getting diminish & is minimum in the year 2020-21, hence the liquidity position of the 

company is going down. 
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D) Efficiency Ratio: 

      1)Accounts Receivable Turnover: 

 

Accounts Receivable Turnover = 

 

 

 

 

Revenue  
Accounts Receivable 

 

Year Revenue 
Accounts 

Receivable 

Accounts 

Receivable 

Turnover 

FY 2017 25,536 2,918 8.751 

FY 2018 28,813 3,437 8.383 

FY 2019 30,349 3,935 7.712 

FY 2020 21,463 7,109 3.019 

FY 2021 17,309 4,035 4.290 

 

 

 

Interpretation: 

Accounts Receivable Turnover of the company is very well maintained and always 

above 6.5 but in FY21 there is decrease in their Accounts Receivable Turnover. But 

after FY21 there significantly increased in Account Receivable. Means company 

converts its sale in to cash very fast. 
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2)Asset Turnover: 

 

Asset Turnover = 

 

 

Net Sales 

Total Assets 

 

Year Net Sales Total Assets Asset Turnover 

FY 2017 25,536 61,688 0.413 

FY 2018 28,813 63,718 0.452 

FY 2019 30,349 64,416 0.471 

FY 2020 21,463 59,749 0.359 

FY 2021 17,309 55,240 0.313 

 

 

 

Interpretation: 

Asset Turnover Ratio of the company that indicates that company maintain Asset 

Turnover Ratio above 1.1 except in FY21. Because of Covid-19 but there in increase 

after FY21.   
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3)Inventory Turnover: 

 

Inventory Turnover = 

 

 

Sales 

Inventory 

 

Year Sales Inventory Inventory Turnover 

FY 2018 25,536 7730 3.303 

FY 2019 28,813 6730 4.281 

FY 2020 30,349 8356 3.632 

FY 2021 21,463 9451 2.270 

FY 2022 17,309 7914 2.187 

 

 

 

Interpretation: 

Inventory Turnover Ratio of the company is constant in FY18 to FY20. But after 

FY20 there is Decrease in Inventory Turnover Ratio. But overall, the Ratio is High.
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36 
 

           
    

The study undertaken has brought into the light of following conclusions. 

The financial Statement plays a crucial role in development of any company. So this 

research focus on it. 

This study develops and empirically tests a number of methods of analyzing financial 

ratios to predict “Bharat Heavy Electricals Limited” success or loss. Methods of 

analysis found useful are: - Profitability Ratio, Return Ratio, Leverage Ratio. 

Overall conclusion of the company is decent. Except in Profitability of the company. 

 

 

Some Finding of the Analysis and Interpretation: 

• Profitability Ratio: Overall Profitability of the company from FY17 to FY19 is 

increasing YOY but from FY2020 the Profitability of the company is 

significantly decreased the reason behind this, that we analyzed is High Input 

Cost (Raw Material Cost) and 2nd wave of covid. 

 

• Return Ratio: ROE and ROCE of the company is steady from FY17 to FY19. 

But it has started diminishing later on very steadily that is not a good sign as per 

Top Fund Managers. 

 

 

• Efficiency Ratio: The overall efficiency of the company is well Maintained. 
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