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ABSTRACT
One key area of Financial Analysis involves extrapolating the company's past performance into an
estimate of the company's future performance. It is the process of evaluating businesses, projects, budgets
and other finance-related entities to analyze whether an entity is stable, solvent, liquid, or profitable
enough to be invested in. Ratio Analysis is one of the most important powerful tools of financial analysis
to compare against those of other companies or against the company's own historical performance.
Andhra Pradesh is the ‘rice bowl’ of south and the trendsetter in ‘ Green Evolution’ is fast becoming the
‘Kamadhenu’ with the excellent potential for milk production and progressive farmers respective to new
technology. The present study is confined to The Nellore District Milk Producers Mutually Aided CoOperative Union Ltd., Nellore) Vijaya Dairy in researching financial ratios, achieving monetary goals,
minimizing inherent risk of loss, while increasing potential for success for a period of 5 years (20072012).
Keywords: Financial Analysis, Ratio Analysis, Performance.

Introduction
Finance is the life blood of an organization. Without finance nothing is possible. It is
impossible to imagine the operation of an advanced industrial society without money. The
success of many business operations depends upon the manner by which financial analysis was
done. Financial ratio analysis is the calculation and comparison of ratios which are derived from
information in a company’s financial statements.
Financial Ratio Analysis is the calculation and comparison of main indicators - ratios
which are derived from the information given in a company's financial statements(which must be
from similar points in time and preferably audited financial statements and developed in the
same manner) in order to assess a firm's performance and status. It uses historical financial
statements to quantify data that will help to give investors a feel for a firm’s attractiveness based
on factors such as its competitive position, financial strength and profitability. This Analysis is
primarily designed to meet informational needs of investors, creditors and management. The
objective of ratio analysis is the comparative measurement of financial data to facilitate wise
investment, credit and managerial decisions.
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Ratio Analysis
Financial ratios are widely used for modeling purposes both by practitioners and
researchers. The firm involves many interested parties, like the owners, management, personnel,
customers, suppliers, competitors, regulatory agencies, and academics, each having their views
in applying financial statement analysis in their evaluations. Practitioners use financial ratios, for
instance, to forecast the future success of companies, while the researchers' main interest has
been to develop models exploiting these ratios. Many distinct areas of research involving
financial ratios can be discerned. Historically one can observe several major themes in the
financial analysis literature
Ratio analysis is a powerful tool of financial analysis which is used as a benchmark of a
firm. A ratio is a statistical yard stick that provides a measure of the relationship between
variables of figures and help to summarized large quantities of financial data and to make
qualitative judgment about the firm’s financial performances. . This study was conducted to
ascertain the financial performance of the “VIJAYA DAIRY LIMITED”.
Classification of Ratios
Ratio as tool of measuring liquidity, profitability, efficiency and financial position of a
company can be classified into different categories as follows.
Classification on the Basis of Purpose
On the basis of purpose, ratios may be classified as under:
Profitability Ratios
Profitability ratio is defined as a ratio which explains the profitability of a company
during a specific period of time. It explains how profitable accompany is. These ratios can be
compared during different financial years to see the overall performance of a company. Some of
the profitability ratios are:









Gross Profit Ratio.
Net Profit Ratio and Operating Net Profit Ratio.
Expenses Ratio.
Operating Ratio.
Net Profit to Networth Ratio.
Net Profit to Fixed Asset Ratio.
Return on Investment or Capital Employed.
Return on Equity Capital.
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Earnings per share.

Activity or Performance or Turnover Ratios
Accounting ratios that measure a firm’s ability to convert different accounts within their
balance sheets into cash or sales. Companies will typically try to turn their production into cash
as fast as possible because this will generally lead to higher revenues. Some of the turnover
ratios are:





Stock or Inventory Turnover Ratio.
Total Capital Turnover Ratio.
Working Capital Turnover Ratio.
Debtors Turnover Ratio.

Financial Ratios
Liquidity Ratios
Liquidity ratio can be defined as a ratio that indicates what proportions of a
company’s assets can be readily converted into cash in the short term. Some of the
liquidity ratios are:



Current ratio
Liquidity ratio

Solvency Ratios or Long Term Financial Ratios








Debt-Equity Ratio.
Total Debt Ratio.
Interest Coverage or Debt Service Ratio.
Fixed Asset Ratio.
Proprietary Ratio.
Solvency Ratio or Debt to Total Funds Ratio.
Capital Gearing Ratio.

Research Methodology
Objectives of the Study



To evaluate the performance ensuring effective accounting and financial tool, a yard to
measure the effectiveness of NDMPMACU LTD.
To know the current financial position of the milk diary.
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To find out the short term and long term solvency position of the milk diary.
To assess the working capital position of the company.

Need for the Study




The study will be helpful to management, employees, debtors, creditors and all more
that on the organization & have interest to know the financial position of the
company.
The need of the study will be helpful to know the past happenings in the organization
to plan for the future.

Statement of the Problem
The present study has been undertaken for a proper insight into the “FINANCIAL
ANALYSIS” in “VIJAYA DAIRY LIMITED” so that adequate measures can be taken to
improve the performance of the company
To analyse the financial performance of the company.
To assess the short term and long term solvency position
To know the profitability position of the company
Scope of the Study
The study is confined to the financial performance of the Vijaya Dairy Limited. This
study aims at analyzing of the financial performance of the Company with the help of tool
 Ratio analysis
Research Design
Research Methodology is the way to systematically solve the research problem. It may be
understand as a science of studying how research is done scientifically. This involves exploring
all possible methods of solving the research problem examine the alternating methods one by one
and arriving at the best possible method considering the resources at the disposal of the
researcher.
A research design is the arrangement of conditions for collection and analysis of data in a
manner that aims to combine relevance to the research purpose with the economy in procedure. It
constitutes the blue print for collection, measurement and analysis of data. This study is
Exploratory Design in nature.
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Methodology
Methodology, describes the method of achieving objectives through collection of data in
the Nellore milk dairy. The data collected can be either primary or secondary data. The above
information is carried on with the co-operation of management of Vijaya Dairy milk ltd i.e
Nellore district milk producers mutually aided co-operative union limited, VenkateswarapuramNellore.
Secondary Data
Data were collected from the Industry Reports, Financial Express, Book Materials,
Previous Project Reports of Vijaya dairy limited, collected from company’s magazines and
published annual reports of Nellore district milk producers mutually aided co-operative union
limited-Nellore.
Area covered: It covers the Financial Aspects of the Vijaya Dairy Limited and the tools used
to measure the performance are Liquidity Ratios, Solvency Ratios, Turnover Ratios and
Profitability Ratios.
Period covered: The study covers data of five recent years to have a comprehensive picture. The
study suggests the measures for the maximization of the profit in Vijaya Dairy Limited.

Limitations of the Study
 No primary data is used for the study
 Figures for the analysis are taken from the annual reports. So all the limitations of their
statements will apply to the study.
 The major constraint for the research was the duration of the project which was only one
month.
 The analysis is based on five years of data.
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Analysis and Results

CURRENT RATIO
CURRENT ASSETS
CURRENT RATIO = ------------------------------CURRENT LIABILITIES

YEAR




CURRENT
ASSETS

CURRENT
LIABILITIES



CURRENT
RATIO



2007-2008



72834609



41784378



1.74



2008-2009



43960905



40480725



1.08



2009-2010



58705092



36200219



1.62



2010-2011



63481967



36890720



1.72



2011-2012



68058915



28630527



2.38

Interpretation
From the above table we can interpret that the firm have current ratio is 1.74:1 in the
year 2007-2008, 1.08:1 in the year 2008-2009, 1.62:1 in the year 2009-2010, 1.72:1 in the
year 2010-2011, 2.37:1 in the year 2011-2012.We observe that the firm current ratio is more
than the standard ratio which shows that the company will be able to pay its debts maturing
within a year.
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QUICK RATIO

QUICK ASSETS
QUICK RATIO =

YEAR

----------------------------------CURRENT LIABILITIES

QUICK ASSETS



2007-2008



72278034



CURRENT
LIABILITIES
41784378

QUICK RATIO



2008-2009



43297615



40480725



1.07



2009-2010



57782759



36200218



1.60



2010-2011



62640667



36890721



1.70



2011-2012



66676348



28630527



2.33



1.73

Interpretation
From the above table we can interpret that the firm have quick ratio is 1.73:1 in the year
2007-2008, 1.07:1 in the year 2008-2009, 1.6:1 in the year 2009-2010, 1.7:1 in the year 20102011, 2.33:1 in the year 2011-2012. The standard norm of the ratio is 1:1. From the above table
company has maintained the quick ratio more than the ideal in all the years. So we can interpret
that the liquidity position is good.
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GROSS PROFIT RATIO

GROSS PROFIT
GROSS PROFIT RATIO =

-------------------------------- X 100
NET SALES

YEAR

GROSS
PROFIT

NET SALES

GROSS
PROFIT
RATIO



2007-2008 

31041522 

226203417



13.72



2008-2009 

42609682 

271083563



15.72



2009-2010 

50750569 

294177184



17.25



2010-2011 

52876734 

287790181



18.37



2011-2012 

50633882 

311684083



16.25

Interpretation
From the above table we can interpret that the firms have gross profit in year 2007-2008
is 13.72.which has been increased in 2008 to 2011 to 15.72, 17.25, 18.37 in the year 2011-2012
is 16.25. To improve gross profit the company should decrease its costs and increase it sales.
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NET PROFIT RATIO

NET PROFIT RATIO =

YEAR





2007-2008



(NET PROFIT OR NET SALES)
--------------------------------------------NET SALES

X100

NET SALES





226203417



NET
RATIO
-4.67

506060



271083563



0.19



-2201568



294177184



-.74

2010-2011



-2201568



287790181



-.77

2011-2012



5005676



311684083



1.61



NET
PROFIT/LOSS
-10577960

2008-2009





2009-2010




PROFIT

Interpretation
In the year 2007-2008 the company is loss percentage -4.67. This loss has been increased
to 0.19 in the year 2008-2009,in the year 2009-2010 -0.74, then slowly decreased to -0.77.
Finally 2011-2012 it is 1.61. So the company must have a grip in attaining profit.
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SOLVENCY RATIO

OUTSTANDING LIABILITIES
SOLVENCY RATIO

=

--------------------------------------NET TOTAL ASSETS

YEAR







2007-2008
2008-2009
2009-2010
2010-2011
2011-2012







OUTSTANDING
LIABILITIES



NET TOTAL
ASSETS



SOLVENCY
RATIO

31757060
28477102
26957572
27624253
23843334







180379916
243765517
173887039
176476228
183104849







0.18
0.12
0.15
0.16
0.13

Interpretation
From the above the solvency ratio is 0.18 in the year 2007-2008 and decreased 20082009 the ratio is 0.12 and increase to 0.15 to 0.16 in the year 2009-2010 to 2010-2011 and 20112012 is 0.13. It is low value of the company previous years.
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WORKING CAPITAL TURNOVER RATIO

COST OF GOODS SOLD
WORKING CAPITAL TURNOVER RATIO = ------------------------------------NETWORKINGCAPITAL

YEAR



2007-2008



COST OF GOODS NET
WORKING WORKING
SOLD
CAPITAL
CAPITAL
TURNOVER
RATIO
195161895
 31050231
 6.29



2008-2009



228473881



34801800



6.56



2009-2010



243426615



22504874



10.82



2010-2011



234913447



26591246



8.83



2011-2012



261050201



39428388



6.62

Interpretation
The working capital turnover ratio is in increasing trend and it is increased from 6.29 in
the year 2007-2008 to 10.82 in the year 2009-2010.and in the year 2010-2011 to 2011-2012 it
decreased from 8.83 to 6.62. So we can interpret that the firm’s efficiency in using working
capital was increased year by year.
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INVENTORY TURNOVER RATIO

INVENTORY TURNOVER RATIO =

YEAR






2007-2008
2008-2009
2009-2010
2010-2011
2011-2012

NET SALES






226203417
271083563
294177184
287790181
311684083

NET SALES
----------------------INVENTORY

INVENTORY






556575
663296
922334
841300
1382558







INVENTORY
TURNOVER RATIO
406.4
408.7
318.9
342.1
225.4

Interpretation
In the year 2007-2008 the inventory turnover ratio is 406.4, and increased to 408.70 in
year 2008-2009 which has been reduced to 318.9.1 in year 2009-2010 and increased to 342.1 in
the year 2010-2011 again decreased to 225.4 in year 2011-2012. So the company should
maintain certain level of inventory of finished goods so as to be able to meet the requirements of
the business.
Findings
After analyzing through various Ratio Analysis tools, the below are the major findings.

 We observe that the Firms current ratio is 2:1 nor equal to less than standard ratio in
previous years & equal to standard ratio in 2011-12 which shows that the company
will be able to pay its debts maturing within a year.

 Company has maintained the quick ratio more than the ideal in all the years. So we
can interpret that the liquidity position is good.
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 Based on the analysis the company does not maintain the standard cash ratio in any
year.

 The gross profit of the company is good except in 2011-2012 but net profit is
showing negative trend in some years.

 The working capital turnover ratio is in increasing trend in beginning years &
decreasing trend from 2010.

 The inventory turnover ratio is showing fluctuations in the years, which is unable to
meet stock levels.
Suggestions








The firm’s Liquidity Position is good. So it is suggested that the company should
maintain the same position in the future also.
The cash balances are very less. Hence the firm need to improve the cash balance
position by applying modern policies.
The inventory ratio of the company is not effective. So therefore, it is advised to maintain
adequate stock levels and it should try not to have too high levels of inventory as it is not
beneficial to the organization.
The working capital ratio of the firm is good. So it is suggested that the firm should
maintain the same quality in the future also.
Profitability position of company is weak when compared with the net profits. So it has to
improve the performance by reducing operating expenses.
Company has to reduce its assets turnover performance for betterment of its position.

Conclusion
The company is having efficient management, in gross profits but it is not concentrating
on net profits, which leads to high operating cost. The company has to lower its operating costs
for better profitability position. The liquidity position of the company is also satisfactory; it has
to improve the cash balance position and to maintain the financial soundness of the company in a
satisfactory level. The company is weak at inventory maintenance and efficient in managing
working capital turnover ratio also.
The overall financial performance of the NDMPMACU LTD is satisfactory. Hence the
management has to work to take measures in order to further improve the performance of
company through various other ratios.
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