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ABSTRACT:
This paper gives a financial overview of BHEL, Visakhapatnam through financial ratios. BHEL is India’s largest
engineering and manufacturing company of its kind engaged in the design, engineering, manufacture, construction,
testing, commissioning and servicing of a wide range of products and services for the core sectors of the economy, viz.
Power, Transmission, Industry, Transportation, Renewable Energy, Oil & Gas and Defence. Ratio analysis is one of
technique used to measure the financial position of the company in the four main aspects liquidity, solvency, turnover
and profitability. The main objective of this paper is to interpret the financial performance of BHEL, Visakhapatnam.
Also, BHEL’s financial performance is compared with its peers BMEL, L&T, PUNJLLYOD, THERMAX can be
understood.
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INTRODUCTION:
BHEL is the largest engineering and manufacturing enterprise of India in the energy & infrastructure related
sectors. BHEL is amongst world's rarest few who have the capability to manufacture entire range of power
plant equipment. Since its inception, BHEL is maintaining a consistent track record of growth, performance
and profitability. The company has grown in stature over the years with continued inflow of orders,
manufacturing prowess, continued thrust on technology leading to a strong presence in domestic and
international markets as a major supplier of power plant equipments besides establishing substantial inroads in
select segment of products in Industrial sector and Railways.BHEL has been conferred with ‘Maharatna' status
by Government of India on1st February, 2013. It is now one among the seven Maharatna PSEs.BHEL has also
been pursuing inorganic growth route of M&A for achieving its objectives of getting a strong global foothold
in target markets, getting state-of-the-art technology, gaining access to new international markets and
diversifying company’s product portfolio in high potential growth areas like transportation and transmission.

CONCEPT OF RATIOS:
Ratio analysis is used to evaluate relationships among financial statement items. The ratios are used to identify
trends over time for one organization or to compare two or more organizations at one point in time. Ratio
analysis focuses on three key aspects of a business: liquidity, profitability, and solvency. Ratio Analysis is an
important tool for any business organization. The computation of ratios facilitates the comparison of firms
which differ in size. Ratios can be used to compare a firm's financial performance with industry averages. In
addition, ratios can be used in a form of trend analysis to identify areas where performance has improved or
deteriorated over time.
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IMPORTANCE OF RATIO ANALYSIS:

 Liquidity position With the help of ratio analysis conclusions can be drawn regarding the liquidity
position of a firm. The liquidity position of a firm would be satisfactory if it is able to meet its current
obligations what they become due. A firm can be said to have the ability to meet its short term liabilities if it
has sufficient liquid funds to pay the interest on its short maturing debt usually as well as to repay the
principal.

 Long term solvency Ratio analysis is equally useful for assessing the long term financial viability
of a firm. This aspect of the financial position of a borrower is of concern to the long term creditors, security
analysts and the present and potential owners of business. The long term solvency is measured by leverage
and profitability ratios which focus on earning power and operating efficiency.

 Operating efficiency Yet another dimensions of the usefulness of ratio analysis, relevant from the
view point of management, is that it throws light on the degree of efficiency in the management and utilization
of assets. The various activity ratios measure this kind of operational efficiency.

 Overall profitability Unlike the outside parties which are interested in one aspect of financial
position of a firm, the management is constantly concerned about the overall profitability of the enterprise.
This is impossible if an integrated view to taken and all the ratios are considered together.

REVIEW OF LITERATURE:
S.Saigeetha,Dr.S.T.Surulivel (2017) This paper is to enlighten the financial performance of the public sector
undertaking that is, BHEL (Bharat Heavy Electricals Limited). Financial analysis helps to assess the
profitability and financial position of a concern. Accounting ratios are calculated for a number of years which
shows the trend for the change of position. To take certain important decisions for their business various users
like managements of the companies, bankers, investors and creditors etc uses the accounting ratios for
analyzing the financial position. In order to analyze the financial performance of BHEL also the accounting
ratios are used. The final result of the paper in accordance to the financial performance of BHEL is not similar
during the period of the study. In a business for each and every activity finance is the base. So, to analyze the
financial position of the company it is very essential. From the study, it is found that the management must
improve the current ratio by lowering the current liabilities. The gross profit ratios and net profit ratios
calculated shows the profit margin earned on its manufacturing and trading activities. The net profit ratio
indicates to leave a margin of reasonable compensation to the owners for providing their capital at risk. The
debtor’s turnover ratio is not satisfactory. Over the past five years the ratio has declined. The low ratio
indicates how slowly money is collected from the debtors. Therefore, BHEL should improve the ratio by
collecting deferred dues well in time by satisfying the customer in terms of performance of the sets supplied
by BHEL. The creditors turnover ratio calculated for the last five years proves satisfactory and the amount
payable is decreasing every year which means the number of creditors have been decreased.

R.SakthiPrasath , K.Murugesan, 2015.Finance is the view as a backbone to accelerating economic
development of anycountry. In our present day, economic finance is the provision of money at the time when
it isrequired. Presently a firm communicated financial information to the users through financialstatement and
reports. Financial statement compares of two statements namely balance sheetand profit & loss a/c. Being this
present status, it quiets possible for the company to improveits profitability as well as liquidity considerable
without employing, further resources and just be stream lining the existing financial system and the financial
information system. The scope of the study pertained to a financial performance of Lakshmi Machine Works
Limited.

R. Sasikala, Dr. K.P. Balakrishnan (2015)
Study accompanied on comparative Financial Performance of Tata steel and Sail industries provides an
opinion of analysis assessment of liquidity position of the company, activity of the company and profitability



593 Madhulatha Karri, Sheeba.V.Thomas, Omkar Venkata Chinnam Naidu Murru

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386
Volume 5, Issue 3

March 2018

of the company based on their balance sheet and profit and loss a/c. the tools used and analysis and
interpretation have been made giving method for useful and productive suggestions. The ratio analysis of the
company is suitable. The company should enrich its performance for meeting challenges and exploiting
chances in future and helps the management to take financial decisions. Finally from the fundamental
analysis, among these two companies sail have outperformed in all except profitability.
Dr.Mahendra, H.Maisuria,(2015)
In this paper the researchers said Analysis and interpretation of financial statements help in determining the
liquidity position, profitability, efficiency and long term solvency a firm. Ratio is an accounting technique to
know the financial position of the business unit. Ratio analysis shows whether the company is improving or
deteriorating in past years. Moreover, Comparison of different aspects of all the firms can be done effectively
with this. It helps the clients to decide in which firm the risk is less or in which one they should invest so that
maximum benefit can be earned.

S. K. Tanwar, Dr.S.S.Chowhan ,2014The present study is designed to examine and analyze the industry
practices in managing liquidity and profitability of the companies with the purpose of examining the
performance of management in the area of financial management. The efficient and effective management of
liquidity and profitability is, thus, crucially important for success of a business firm. Business firms need to
optimize the use of available resources through efficient MANAGEMENT of current assets and current
liabilities. The present empirical study being designed with analytical approach has dealt with primary and
secondary data relating to working capital management in the selected public sector companies( such as,
Bharat Heavy Electricals Limited –BHEL; Steel Authority of India Limited –SAIL; and Shipping Corporation
of India—SCI) have been collected from respective offices.

LjiljanaLucic, (2014)The paper discusses the need and the practical importance of the development of the
business analysis theory on the basis of financial indicators - financial ratios. The common practice today is to
calculate financial indicators on the basis of the positions from the financial statements, and, based on that, to
analyze different aspects of the financial state: liquidity, solvency, coverage, efficiency, leverage. The
financial indicators are used by companies for internal analytical needs, but also by agencies for rating
estimation, by bankers for the credit-worthiness of potential loans, by analysts on the securities market for risk
estimation.

AcharekarSachin Vilas Vijaya (2013) Ratio analysis is one of the techniques of financial analysis where
ratios are used as a yardstick for evaluating the financial condition & performance of a firm. Analysis and
interpretation of various accounting ratio gives a skilled and experienced analyst a better understanding of the
financial condition and performance of the firm than what he could have obtained only through a perusal of
financial statements.

PEER COMPARISION
 LIQUIDITY POSITION OF BHEL WITH ITS PEERS:
 CURRENT RATIO:
Table 1

YEAR BHEL BEML L&T PUNJ LLYOD THERMAX

2016-17 0.68 1.92 1.45 1.58 1.18

2015-16 0.70 2.15 1.46 1.92 1.18

2014-15 0.72 2.04 1.48 2.05 1.15

2013-14 0.65 2.29 1.44 1.97 1.17

2012-13 1.31 2.36 1.35 2.10 1.19
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 QUICK RATIO:
Table 2

YEAR BHEL BEML L&T PUNJ
LLYOD

THERMAX

2016-17 0.34 0.98 1.41 0.64 1.07

2015-16 0.34 1.16 1.42 1.91 1.08

2014-15 0.53 1.04 1.43 2.03 1.06

2013-14 0.51 1.08 1.38 1.96 1.07

2012-13 1.08 1.08 1.28 2.08 1.09

INTERPRETATION:

This ratio is a popular financial ratio which is used to test a company’s overall liquidity position. By
deriving the proportion of current assets to cover the current liability. The main reason for using this ratio is to
ascertain whether the company’s short term assets (cash, receivables, inventory) are readily available to pay
off its short term liabilities like (bills payables, current portion of the term date, and any other taxes). In
practical theory the higher the current ratio the better.  From the above table, it is observed that the current
ratio of the firm. Generally ratio   of 2:1 is considered as health state for meeting current obligation, and it is
very clear that in the year 2012-2013 the current ratio was 1.32, and in the year 2016-2017 the ratio 0.68, The
main reason why the current ratio decreased from 1.32 to 0.68 is due to the increase in inventory and also a
gradual decrease in portion of other liabilities marginally.

From the above table it is observed that the quick ratio of the firm. It indicate that company has sufficient
liquid balance for pay of current liabilities in generally the liquidity ratio of 1:1 is suppose to standard or idle
but here ratio is more than or less than  1.1 study period, because the firm is not maintaining proper liquid
assets. If considered in the year 2012-13 & 2016-17, in 2012-13 it is 1.08 and in 2016-17 it is 0.34 so the firm
is not maintaining proper liquid assets to meet its immediate obligations. It is due to the increase in quick
liabilities (especially sundry creditors) and decrease quick assets (especially loans)

Here we calculated the BHEL current ratio and quick ratio which shows the liquidity position of a firm. These
are the key components to analyze the liquidity position. This companies current and quick ratio are good in
the 2012-13 and remaining 4 years i.e 2013-14 to 2016-17 it is fluctuating and it is below the industry
standards. So we can say that the liquidity position of the company is not satisfactory.

From the above analysis we can understand that the current ratio of BEML is very high i.e it is more than the
standard ratio which indicates that the current assets are more than the current liabilities. When compared with
other firms including BHEL, L&T, PUNJLLYOD And THERMAX BEML’s current debt obligation can be
solved but in case of BHEL the current ratio is very low. And coming to the quick ratio punj llyod is having
more number of quick assets. Coming to overall  liquidity position BEML is more better than the other 4 of its
peers.
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 SOLVENCY POSITION OF BHEL WITH ITS PEERS:
 DEBT EQUITY RATIO:
Table 3

YEAR BHEL BEML L&T PUNJ

LLYOD

THERMAX

2016-17 0.01 0.19 0.20 38.35 0.03

2015-16 0.01 0.24 0.30 3.37 0.03

2014-15 0.01 0.29 0.33 1.45 0.02

2013-14 339.06 0.44 0.28 1.29 0.09

2012-13 7.12 0.59 0.28 1.21 0.01

 PROPRIETARY RATIO:
Table 4

YEAR BHEL BEML L&T PUNJ
LLYOD

THERMAX

2016-17 0.01 0.84 0.82 0.03 1.01

2015-16 0.01 0.82 0.77 0.21 0.97

2014-15 0.01 0.76 0.75 0.40 1.01

2013-14 0.01 1.14 0.78 0.43 0.90

2012-13 0.10 0.61 0.78 0.45 0.98

INTERPRETATION:

From the above table, it is observed that the debt equity ratio of the firm, this ratio suggest the claims of
shareholders on the assets are three times the claims of debenture holders. The debt equity ratio shows the best
growth of company leverage.

From the above analysis it is observed that in year 2012-13 the debt-equity ratio is 7.12 and in the year 2013-
14 it is 339.06 because of the unsecured loans were very high and the shareholders funds are very less and in
the following years there is no debts and no shareholders funds because of its merger.. Here the share holder’s
funds are stable up to 203-14 from then onwards there will be no equity. The fluctuations in debt equity
position are only due to fluctuations in long-term loans. By the above analysis we can say that BHEL is in a
position that long-terms loans are higher than its share holder’s funds. So the claims of debenture holders are
higher than the share holders on assets. This indicates negative sign to BHEL,
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Higher the ratio better the long term solvency position of the company. This ratio indicates the extent to
which the assets of the company can be lost without affecting the interest of the creditors of the company.
Here the ideal proprietary ratio is 0.5:1 A lower solvency ratio is an indicator of the firm which is in good
position.  The solvency ratio of the firm is 0.10 in 2012-13 and it decreased to 0.01 in 2013-14 and it is
continuously decreasing in next years. The solvency position of the firm is satisfactory.

The debt equity ratio of BHEL in 2014-15 is more there will be no equity and they have more debts when
compared with its peers. Here PUNJLLYOD is maintaining the debt equity ratio properly remaining
companies have more debts. BHEL is having lower solvency ratio when compared other companies
THERMAX is having more solvency ratio it shows that it is a negative sign to THERMAX. Remaining three
companies are having neither  more nor less so they are there solvency position is satisfactory.

The overall solvency position of PUNJLLYOD is good and it seems to be in a better position when compared
with all its peers.

 EFFICIENCY POSITION OF BHEL WITH ITS PEERS:
 INVENTORY TURNOVER RATIO:
Table 5

 Working capital turnover ratio:
Table 6

YEAR BHEL BEML L&T PUNJLLYOD THERMAX

2016-17 -1.26 1.45 3.13 0.97 9.98

2015-16 -0.89 1.67 2.92 0.66 10.17

2014-15 -0.58 1.49 3.14 0.79 12.33

2013-14 0.97 1.35 3.67 1.51 9.68

2012-13 3.1 1.14 5.06 1.39 11.16

YEAR BHEL BEML L&T PUNJLLOYD THERMAX

2016-17 1.08 1.43 0.03 0.01 16.93

2015-16 0.86 1.93 0.03 35.54 19.36

2014-15 0.98 1.56 0.04 49.25 21.41

2013-14 2.6 1.93 0.03 67.12 17.41

2012-13 3.9 1.22 0.02 49.53 22.93
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INTERPRETATION:
From the above table, it is observed that the inventory turnover ratio of the firm. In general it represent the
speed with which the inventory is converted into sales. It is very clear that in the year 2012-13 the ratio was
3.9 and the next year 2013-14 the ratio was decreased to 2.6. It is due to the decrease in inventory though
there were increases in the sales. In the next 2 years the inventory turnover has decreased and  in 2016-17 it
was increased to 1.08 for  the reason that BHEL, is maintained sufficient inventory to convert into sales. Thus
the firm should have neither a very high nor a very low inventory turnover ratio it should have a satisfactory
level.

A higher ratio indicates efficient utilization of working capital and low ratio indicates in efficient use of
working capital. But a very high ratio is not a good situation.  A higher W.C. turnover ratio indicates the
efficient management of working capital.  The working capital turnover ratio is 3.1 in 2012-13 and 0.97 in
2013-14 and -0.58 in 2014-15, -0.8 in 2015-16 and -1.26 in 2016-17.The working capital turnover ratio of the
firm year to year decreasing and became negative The working capital is not satisfactory.

The inventory turnover ratio is more in PUNJLLYOD in all the years except 2016-17 financial year and in
THERMAX it is maintaining sufficient inventory which is converted into sales. L&T is maintaining lower
inventory it may lead to shortage of supply. Coming to working capital management BHEL is not maintaining
proper working capital it went to negative stages. Here THERMAX is maintaining adequate working capital
to meet is short term obligations. After THERMAX L&T is maintain better when compared with BEML and
PUNJLLYOD.

The overall operating efficiency of THERMAX is satisfactory when compared with all of its peers.

 PROFITABILITY POSITION OF BHEL WITH ITS PEERS:

 GROSS PROFIT RATIO:
Table 7

YEAR BHEL BEML L&T PUNJLLYOD THERMAX

2016-17 67.50 30.16 18.05 54.79 29.63

2015-16 42.53 16.38 19.15 13.19 29.45

2014-15 43.66 16.8 19.20 25.92 26.05

2013-14 45.37 16.70 19.24 22.95 25.62

2012-13 52.72 17.31 17.13 55.07 23.70
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 NET PROFIT RATIO:

Table 8

INTERPRETATION:
Gross profit is very important for any business. It should be sufficient to cover all expenses and provide for

profit. There is no norm or standard to interpret gross profit ratio. Generally, a higher ratio is considered as
better.

The higher the gross profit ratio the better the financial performance of the firm. In the year 2012-13 the gross
profit ratio is 52.72 and started decreasing from the year 2013-14 to 2015-16. Then again ratio got increased
in 2016-17 to 67.50.So the gross profit ratio is satisfactory.

The higher net profit ratio is an indicator of the strong financial performance of the firm. In the year 2012-13
Net Profit ratio is 16.67 and 2013-14 Net Profit ratio is -120.68 and 2014-15 is -122.59 and 2015-16 is -
110.65and 2016-17 -85.61. In 2012-13 only it is in positive in the later years it became negative and not
satisfactory. For this net profit ratio there is no ideal ratio higher the ratio is the profitability.

The profitability position of the companies can be seen in the gross profit and net profit. Gross profit of all the
five companies is good. So BHEL, PUNJLLYOD, is good and THERMAX &, BEML IS satisfactory but
L&T is not up to the mark. Coming to net profit BHEL & PUNJLLYOD is in losses. THERMAX &
BEML is satisfactory. L&T is having high net profit When compared with its competitors.

The overall profitability position of the L&T is good even though the gross profit ratios are high in BHEL &
PUNJLLYOD there operating expenses are more they are facing interest burdens.

CONCLUSION:

After analyzing and interpreting the above 8 ratios we can say that the liquidity position of
THERMAX&BEML is good. The solvency position of BHEL & PUNJLLYOD is satisfactory. The operating
efficiency of THERMAX is good. The profitability position of L&T is satisfactory. So the eoverall financial
performance of can be based on the profits of the company so we can understood that l&t is performing well
in the industry.

YEAR BHEL BEML L&T PUNJLLYOD THERMAX

2016-17 -85.61 2.97 8.22 -22.61 3.74

2015-16 -110.65 1.60 8.79 -49.27 7.02

2014-15 -122.59 0.22 8.78 -10.38 6.93

2013-14 -120.68 0.15 9.61 0.09 5.74

2012-13 16.67 -2.66 7.98 0.23 7.26
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