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CHAPTER1

INTRODUCTION



INTRODUCTION

Financialperformanceisanimportantaspectwhichinfluences

thelong-term stability,profitability,liquidityofanorganization.It

is the process ofdetermining the operationaland financial

characteristics of a firm from accounting and financial

statements.The goalofsuch analysis is to determine the

efficiencyandperformanceoffirm’smanagementasreflected

inthefinancialrecordsandreports,andfinancialanalysisto

examinethefirm’sperformanceonordertomakeinvestment

decisionstheyshouldbepreparedverycarefullyandcontainas

muchinvestmentdecisionandcontainmuchinformationas

possible.The preparation ofthe financialstatementis the

responsibilityoftopmanagement,thegoodreportmayshow

thegrowthofthecompany.Thefinancialstatementgenerally

preparedfrom theaccountingrecordsmaintainedbythefirms.

Financialanalysisistheprocessofexamining acompany’s

performance in the contextofits industry and economic

environmentinordertoarriveatadecisionorrecommendation.

Often,the decision and recommendations addressed by

financialanalysts pertain to providing capitalto companies

specifically,whethertoinvestinthecompany’sdebtorequity

securities and atwhatprice.An investordebtsecurity is

concernedaboutthecompany’sabilitytopayinterestandto

repaytheprincipallent.Aninvestorinequitysecuritiesisan

ownerwitharesidualinterestinthecompanyandisconcerned

aboutthecompany’sabilitytopaydividendsandthelikelihood

thatitssharepricewillincrease.

Overall,acentralfocusoffinancialperformanceisevaluating



thecompany’sabilitytoearnareturnonitscapitalthatisat

leastequaltothecostofthatcapital,toprofitablygrow its

operations,andtogenerateenoughcashtomeetobligations

andpursueopportunities.

Theprocessoffinancialanalysisiscarriedoutbyprofessionals

whoworkbypreparingreportswiththehelpofratio’scontaining

informationofcompany.Byanalyzingthefinancialperformance,

ithelpsthemanagementtoimprovetheperformanceandalso

helpstomakechangesintheirfinancialposition.

Inthemodernmarketthecompetitionishighandthecompany

need to maintainagood financialpositionto improvetheir

viability.Therefore,allthetimefinancialperformanceanalysisis

importantinacompanypointofview.

Financialstatements contain financialinformation abouta

company’sfinancialsituation.Furthermore,inordertomake

importantfinancialdecisions,businessowners,analysts,and

other stakeholders examine,compare,and interpret this

financialdata.However,suchinformationisinterpretedusing

financialstatementanalysistoolsandmethodologies.Onesuch

popularlyusedtoolisaccountingratioanalysis.

Inthisproject,wehaveintroducedtothecompanyNESTLEand

itsfinancialperformanceofpastfiveyears.Atthebeginningwe

willexaminetheannualreportsofNestleIndialtdinpastfive

years(2016-2021).Basedonthisreport’sratioanalysisisdone

toanalyzethecompany'sfinancialperformance.Throughthis

projectwecanascertainthesolvencyandliquiditypositionof

thecompanyduringthepastfiveyears.Andthisstudyisalso

helpfultounderstandtheprofitabilityofthecompanyandhow



muchitwillshow agrowth.Wewillalso tryto understand

variousmeasurestoimprovetheperformanceofthecompany

from ourfindingsofthestudy.Byanalyzingvariousannual

reportsofthecompanywhichmayhelptogiveaclearoverview

aboutthecompany'sgrowthonthepreviousyears.

NestleIndialtd,onethebiggestplayersinFMCGsegment,has

itspresenceinmilk&nutrition,beverages,prepareddishes&

cooking aids & chocolate & confectionery segments.The

companyisengagedinthefoodbusiness.

So,bydoingthisprojectwehavetostudyaboutthefinancial

performanceofNestleIndiaLimited.Thepurposeofthestudy

istogetaquickoverviewofthegrowthofthecompanyinpast

5years,aswellasitsinfluenceonthecompany’sbusiness.

1.1SIGNIFICANTSOFTHESTUDY

NestleIndiaLtdistheoneofthelargestcompaniesforthefood

andbeverageinIndia.Sincenow adayscompetitionhigherin

themarket,accordingtothisthecompanyhavetofacemany

problemsto continuein thismarketbymaintaining agood

position.Sothatis theneedofthestudyistodeterminethe

financialperformance ofthe company and growth ofthe

companyinpastfiveyears.

1.2OBJECTIVESOFTHESTUDY

Majorobjectiveofthestudy:

 ToAscertainthesolvencyandliquiditypositionofNestle

Indiaduring2016-17to2020-21



 TounderstandtheprofitabilityoftheNestleIndiaLtd.

 Toevaluatethefinancialperformanceofthecompany

duringthestudyperiod.

 To suggestmeasuresto improvetheperformanceof

companybasedonthefindingofthestudy

1.4STATEMENTOFTHESTUDY

Thestudyisentitled"AStudyOnTheFinancialPerformanceof

NestleIndia LTD".Thisstudyisconducted to measurethe

overallfinancialperformanceofthecompanybyusingratio

analysismethod.

1.5SCOPEOFTHESTUDY

ThepurposeofexaminetheperformanceofNestleIndiaLtdon

past5years.Thestudylooksatthecompany'srevenueand

networthduringthetimespan.

1.6RESEARCHMETHODOLOGY

Sourcesofdata:

The research is based on analysis of publicly available

secondary data.Majorsources ofsecondary data include

companiespublishedfinancialstatementsuchasprofit&loss

accountandbalancesheet.Inaddition,dataareobtainedfrom

companies’website,books,journalandinternet.

 Toolforanalysis:

Themaintoolsusedforanalysisofcollecteddataare:



RatioAnalysis

 Periodofstudy:

Thestudypertainstofiveyearsfrom 2016-17to2020-21

1.7LIMITATIONSOFTHESTUDY

 Errorsinthesecondarydatawouldhaveaffectedthe

study

 Thetimeandresourcesavailableforthedataarelimited

inthecompany'swebsitesand annualreports,so in-

depthstudycouldnotbeconducted.

1.8SCHEMEOFTHESTUDY

Forconvenience,clarityandeasyunderstandingofthestudy,we

havedividedthedissertationintofivechapters

 Chapter1

Introduction –It deals with significance of study,

objectives,researchdesignetc.

 Chapter2

Reviewofliterature–Itdealswithconceptualreviewand

empiricalreview

 Chapter3

IndustryAndCompanyProfile–Itdealswithindustryand



profiletheNestleIndiaLtd.

 Chapter4

DataAnalysisandInterpretation–Itdealswithanalysis

of collected data using various ratios and their

interpretations.

 Chapter5

Findings,suggestionsAndConclusion.



CHAPTER2

REVIEW OFLITERATURE



REVIEW OFLITERTERATURE

Thereviewofliteratureguidestheresearchersforgettingbetter

understanding ofmethodology used,limitations ofvarious

available estimation procedures and data base and lucid

interpretation and reconciliation of the conflicting results.

Besides this,the review ofempiricalstudies explores the

avenuesforfutureandpresentresearcheffortsrelatedwiththe

subjectmatter.Empiricalliteratureisreportedinsuchamanner

thatotherinvestigatorsunderstandpreciselywhatwasdone

andwhatwasfoundinaparticularresearchstudytotheextent

thattheycouldreplicatethestudytodeterminewhetherthe

findingsarereproducedwhenrepeated.

1.Dr.ARamya&Dr.S.Kavitha(2017):Theystudied

financialperformanceofMarutiSuzukiltd from

2010-2015.Profitabilityratioactivityratioareused

forthestudy.Theyfoundthatgrossprofitratio,

current ratio,asset turnover ratio,net profit

turnoverratio alldeclinedwhenwereach2014-

2015.They also come to conclusion thatthe

calculationinthefinancialstatementispreparedby

desired managementand policiesthatitcannot

producecompletepictureaboutitsperformance.

2.Snehlata&Dr.RobinAnand(2017):Theyconducted

financialperformanceofMahindra&Mahindraltd

beforemergerandaftermergerwiththeKorean

companyfrom theyear2007-2017.Theyusedtools

suchasratioanalysis,arithmeticmean,standard



deviationandt-test.Company’sprofitmarginhas

beenpulledbackaftermergingthatfrom 18% it

wentdownto13%.Themergermadeforincreasing

profit has declined the value of business of

Mahindra&Mahindraltdandthereasontheyare

statingarethatsometimesothermergertookplace

intherecentyearsmaybethereasonfordecline.

3.Anupa Jayawardhana (2016): She studied on

financialperformanceofAdidasfrom theyear2010

-2014.Sheusestoolslikehorizontalanalysis,trend

analysis,verticalanalysisratioandkeyratio.He

cometoconclusionthattheyshouldreducetheir

operatingexpensesandcapitalshouldbeinvested

inproductiveasset.

4.Dr.M Ravichandran & M VenkatSubramanian

(2016):studiedonForceMotorsformerlyknownas

BajajTempo from 2010-2015.They used ratio

analysis,comparativefinancialstatementanalysis.

Thecompany’sfinancialperformanceisgoodthat

itshowsanincreaseinreserveandsurplusand

decreaseinborrowings.Theysuggestthatitcan

furtherimprovebyconcentratesonitsoperating,

administrative and selling expenses and by

reducingtheexpenses.



5.KaurHarpreet(2016):Theauthortriestoexamine

the qualitiesand quantitiesperformerofMaruti

SuzukiCo.&how hadbothimpactonitsmarket

shareinIndia,forthisstudysecondarydatahas

been collected from annual reports,journals,

reportsautomobilesites.ResultshowsthatMSL

hasbeensuccessfullyleadingautomobilesectorin

Indiaforlastfewyears.

6.ImranKhan(2016):Herehestudiesanalyzethe

financialperformanceofBritanniafrom 2011-2012

to2015-2016andusedratioanalysisasthetoolfor

thesame.Throughhisstudyhefoundthatsales,

operatingprofitmargin,netprofitmarginareina

increasingtrendanddebtequityratioandreturnon

assets how decrease.He also put up some

suggestionslikecurrentassetshouldbeincreased,

debtcapitalshouldbeincreased.

7.AnuB (2015):madeanattempttoexaminethe

relationship between capitalstructure indicators,

marketprice per share and also to testthe

relationshipbetweendebtequityandmarketprice

pershare of selected companies.They study



concludes thatallthree companies supportthe

hypothesis thatthere is relation between debt,

equityandMPS.

8.KrishnaveniM &Vidya(2015):Authorhasselected

87companiesoutof242companiesincapitalline

databasetodiscussthestandardcurrentratioof

automobileindustryismatchedwithtractorand

foursectors like engine part,lamps,gears and

ancillaries with standard norms. The study

concludes that current and liquidity ratio of

automobileindustryismatchedwithtractorandthe

foursectorsbutothersectorshavetoimprovethe

repaying capacity to strengthen the financial

aspects.

9.KumarRakeshRasiklalajani&BhattSatyakiJ(2015)

Theproposedresearchisintendedtoexaminethe

trendandpatternoffinancingthecapitalstructure

ofIndiancompanies.Thestudyistoanalyzethe

determinantsoftotalratiosaswellasdeterminants

ofshortterm andlong-term ratios.

10.Agrawal,Nidhi(2015)thestudyfocussesonthe

comparative financial performance of Maruti



SuzukiandTatamotorsltd.Thefinancialdataand

informationrequiredforthestudyaredrawnfrom

the various annualreports ofcompanies.The

liquidityandleverageanalysisofboththefirmsare

done.Toanalyzetheleveragepositionfourratios

are considered namely capitalgearing,debt–

equity,totaldebtandproprietaryratio.Theresults

showsthatTatamotorsltdhastoincreasethe

portionofproprietor’sfundinbusinesstoimprove

longterm solvencyposition.

11.ShendaVikram (2014)thisresearchwillbehelpful

for the new entrants and existing car

manufacturingcompaniesinIndiatofindoutthe

customerexpectationsandtheirmarketofferings.

Theobjectiveofthestudyistheidentificationsof

factors influencing customers performance for

particularsegmentofcars.

12.Anantlodha (2014) in his project studied on

companyaccountsoftheyear2012,2013.Heuses

tools like swotanalysis,ratio analysis,du-point

analysis,crosssectionalanalysisand cashflow

analysis.Andfinally,hecometoaconclusionthat

companyisdependingonowner’sfundratherthan

borrowed fund thatits profits are increasing in

growingrateanditsnetincomeare4%higherthan

itsexpenses.



13.Huda Salhe Meften & Manish RoyTirkey(2014)

havestudiedthefinancialanalysisofHindustan

Petroleum CorporationLtd.Thestudyisbasedon

secondarydata.Thecompanyhasgotexcellent

gross profitratio and trend is rising in with is

appreciableindicatingefficiencyinproductioncost.

Thenetprofitfortheyear2010-11isexcellent&it

is 8 times past year indicating reduction in

operatingexpensesandlargeportionofnetsales

availabletotheshareholdersofthecompany.

14.DholeMadhavi(2003)Investingtheimpactofprice

movement of share on selected company

performance.Itadvises due investors consider

variousfactorsbeforechoosingthebetterportfolio.

Sentimental factors do play a role in price

movementonlyinshortterm butinlongrunannual

performanceissolefactorresponsibleforprice

movement.

15.DanielL(2001): Anagencytheoryframeworkis

usedtotesttheeffectsoffoundingfamilycontrol

onfirm performance,capitalstructure,andvalue.

Both the finance and management literatures

regardingtherelationshipbetweenfirm controland



firm value are explored. Controlling for size,

industry,and managerialownership,the results

suggestthatfirms controlled by the founding

family have greater value,are operated more

efficiently,andcarrylessdebtthanotherfirms.

16.Dean Amel(2004):in response to fundamental

changesinregulationandtechnology,thefinancial

industryisundergoinganunprecedentedwaveof

consolidation. A growing body of empirical

literature measures the efficiency gains from

mergersandacquisitions;however,thereislittle

sense ofhow the resultsmightdepend on the

country,industryandtimeperiodanalyzed.Inthis

paperwereviewcriticallyworksthatcoverthemain

sectorsofthefinancialindustry(commercialand

investment banks, insurance and asset

management companies) in the major

industrialized countries overthe last20 years,

searching forcommon patterns thattranscend

nationaland sectoralpeculiarities.We find that

consolidationinthefinancialsectorisbeneficialup

toarelativelysmallsize,butthereislittleevidence

thatmergersyieldeconomiesofscopeorgainsin

managerialefficiency.

17.Allen N.Berger(1990):We estimate the cost,

standard profit,and alternative profitefficiency



effectsofbankmergersofthe1990s.Thedata

suggestthatonaverage,bankmergersincrease

profitefficiencyrelativetootherbanks,buthave

littleeffectoncostefficiency.Efficiencygainsare

much more pronounced when the participating

banksarerelativelyinefficientexante,consistent

with a hypothesis thatmergers may“wake up”

inefficientmanagementorareusedasanexcuse

to implementunpleasantrestructuring.Thedata

suggestthatpartoftheefficiencygainsresultfrom

improveddiversificationofrisks,whichmayallow

consolidatedbankstoshifttheiroutputmixesfrom

securitiestowardloans,raisingexpectedrevenues.

18.RathoreG.S.andPinkiRoi(2007)intheirstudy

entitled“financialperformanceofAirIndia”have

analyzed pointed outcapitalstructure,working

capital,profitabilityposition,operatingperformance

andoverallfinancialperformance.Itisconcluded

that Air India shows better performance of

capitalstructureandimprovesthecapitalstructure

inthestudyperiod.

19.Amalendu Bhunia (2010) has undertaken an

analysis of financial performance of

pharmaceuticalcompanies to understand how

managementoffinanceplaysacrucialroleinthe

growth.Thepresentstudycoverstopublicsector



drug & pharmaceutical enterprises listed on

BombayStockExchange(BSE).Inordertoanalysis

financialperformanceintermsofliquidity,solvency,

profitability and financial efficiency, various

accountingratioshavebeenused.

20.ChanderandChandel(2010)analyzedthefinancial

efficiencyandviabilityofHARCO Bankandfound

the poorperformance ofthe bank on capital

adequacy, liquidity, earning equity and the

managementefficiencyparameters.

21.Mistry(2011)inhisstudy,“PerformanceAppraisal

ofIndianAutomotiveIndustrythroughProduction

TrendAnalysis”.Thestudyshowedthatthemean

valueofproductionisthehighestintwo-wheeler

segment.Coefficientofvariationsuggestedhigher

fluctuationsincommercialvehicleandpassenger

vehiclesegmentsascompared to two wheelers

andthreewheelers’segments.

22.SubramanianandVenkatachalam (2014)studied

thefinancialperformanceofSeshasayeePaperand

Board Limited by using ratios like profitability,

activity and liquidity ratios and found financial

performanceanalysisisvitalforthesuccessofan

enterprise.itis an appraisalofthe feasibility,

solidityandfertilityofabusiness,sub-businessor

mission.



23.RenukaandGanesan(2015)analyzethefinancial

stabilityofHitachiHomeandLifeSolution(India)

Ltd.during 2008-09 to 2012-13 and suggested

evaluating financialstatementby using ratios-

profitability,turnoverratios,solvency ratio etc.

providebetterunderstandingofthefirm'sposition

andperformance.

24.LARA FADEL ALKADMANI,HAITHAM NOBANEE

(2020)isthestudyentitled thatassessmentof

financialperformanceofNESTLEandsoundnessis

criticaltoanycompany.Thedataisobtainedfrom

thecompanyfinancialstatementsduring4years.

Nestlehasastrong position in itsliquidityand

profitability.It has performed better and has

improvedintheirfinancialmanagement,reducing

theirdebtor’scollectionsperiodandmanagedtheir

investmentintotalassetsconcerningtheirsales.

25.DR.M.YASODHA,P.PRIYADHARSHINI(2019)used

forcomparingafirmsfinancialperformancewith

theaverages.Itfocusondeterminingtheefficiency

andsolvencyofnestleIndialtdandtheentityability

topayitslongterm debts.Thestudyconductedis

basedonthesecondarydataanditcoverstwo

yearsofperiod.NestleIndialtdmustreducetheir

outsideliabilitiesortheymustincreasetheshare

capital. The outside liabilities are more as

compared to sharecapitalwhich isnotagood

capitalstructure.

26.MS.KOMALKAKADE,DR.SWARNALATA PHILIP



(2018)isthefundamentalanalysisisanimportant

toolforandtheinvestorformakinghisbuyorto

selldecisionsbasedonthedetailedanalysisofthe

financialstatementsofthecompany.Fundamental

analysis of NESTLE India covered operating

analysisprofitmargin,netprofitmarginearningper

share,dividendpershareandintrinsicvalues.The

studyisbasedondataobtainedfrom theannual

reportsofthecompany.Aperiodoffiveyearsto

adoptto draw the meaningfulinferences.The

companyanalysis brings outthe strengths and

weakness.



CHAPTER3

INDUSTRYANDCOMPANYPROFILE



INDUSTRYANDCOMPANYPROFILE

3.1INDUSTRYPROFILE

Consumer products industry manufactures and markets

everythingfrom food,beverages,toiletries,andsmallappliances.

Themanufacturesinthisindustrydealwithacquisitionofraw

materialsfrom suppliers,processingtheraw materialstoend

productsfortheconsumers,andmarketingtheproductstothe

endcustomers,distributors,retailers,andwholesalers.

The consumerproducts industry is the foundation ofthe

modernconsumereconomy.Itisbecausethesectordoesnot

onlygenerateportionsofthegrossdomesticproductsbutalso

pumpsasubstantialamountoffundsintootherindustriessuch

astheretailandadvertisingsector.

The consumerproducts sectoris into fourcategories they

includefood,toiletries,cosmetics,andbeverages.

Mostfirmsinthissectorwillproduceproductsthatprimarilyfit

intooneofthefourgroups;however,afirm mayhavesome

bandsthatcutacrossthelinesofthefourcategories.Success

in the consumerproducts sectordepends on the levelof

marketing a single productprimarilythrough promoting the

brandname.

Thecompetitionintheconsumerproductsindustryisforthe

shelfspace;therefore,firms strive to have a sophisticated

packagedesign,involvingmarketing,andsatisfyingcustomers.

Thechallengesfacedintheconsumerproductssectorinclude;

addressingthechangingdemandsofcustomers,goingthrough



theconsolidatingmarket,andexecutionofstrategiesthatare

significanttoprofitablegrowth.

Thecompetitionintheconsumerproductsindustryisforthe

shelfspace;therefore firms strive to have a sophisticated

packagedesign,involvingmarketing,andsatisfyingcustomers.

Thechallengesfacedintheconsumerproductssectorinclude;

addressingthechangingdemandsofcustomers,goingthrough

theconsolidatingmarket,andexecutionofstrategiesthatare

significanttoprofitablegrowth.

Thesectorproducestwotypesofgoods.Theyaredurableand

nondurablegoods.Thedurableproductsaregoodsthathavea

longlifespan.Examplesofdurablegoodsinclude;electronics,

cars,machine,andtools.Thenondurablegoodsarethosethat

donotlastaslong.Theyinclude;cosmetics,food,andclothing.

Bothofthedurableandnondurablegoodsaresolddoortodoor,

retailstores,online,andbymailorder.Retailisasignificant

aspectofconsumerproductsindustryastheyselltheproducts

thatmanufacturersproduce.Thesectorincludesworkerswitha

broadscopeofskillsandeducationalbackgrounds.

Someofthecareerpathsintheconsumerproductsindustry

includethoseinadministrativesupport,productdevelopment,

sales,manufacturing,lawandmarketing.Themainactivitiesin

theconsumerproductssectorinclude:

•Supplychain:Itisanintegralpartoftheindustryasithelpsin

improving financial position,eliminating redundant steps,

increasingthenegotiatingpowerbetweenmanufacturersand

suppliers,providingawayofachievingcompetitiveadvantage

withoutloweringyourprices,anddeliveringofordersfasterto



customers.

•Productsandservices:Theyshouldbeofbetterandachieve

regulatory compliance.Identifying the marketrequirements

underproductionplanningisalsoakeytogettingprofitsinthe

CPsector.

•Retailer (customer) operations: These operations are

performedbyindividualswhoareonthefrontlineofimproving

customerserviceinstoresanddrivingtransactionstoensure

theirbasketsizesattractcustomers.

•Marketing:ItisanecessityintheCPsectorasitinvolvesthe

tacticsthatacompanycanusetopromotetheirbrandsinthe

market.

3.1.2KeySegmentsinConsumerProductsIndustry

 Foodandbeverages:Itcompriseofmanufacturerswho

produce,regulate,manage and distribute food and

beverages.

 Household:Itcomprisesofmanufacturerswhoproduce

productsusedathomes.

 Personalcare:It comprises of manufacturers who

produce products used for personal hygiene and

beautificationpurposes.

 Wholesale distribution industry: It involves primary

engagement between the selling merchandise,

customers,andretailers.

 Agriculturalindustry:Itinvolvescultivationofland,raising



crops,breeding,raisinglivestock,andfarming.

3.2PROFILEOFNESTLEINDIALTD

NestleIndialtd,onethebiggestplayersinFMCGsegment,has

itspresenceinmilk&nutrition,beverages,prepareddishes&

cooking aids & chocolate & confectionery segments.The

companyisengagedinthefoodbusiness.Thefoodbusiness

incorporates product groups,such as milk products and

nutrition, beverages, prepared dishes and cooking aids,

chocolates and confectionery. Nestle India manufactures

productsunderbrandnames,suchasNescafe,Maggi,Milkybar,

Milo,KitKat,Bar-one,MilkmaidandNestea.

The company has also introduced products of daily

consumptionanduse,suchasNestleSlim Milk,NestleFresh‘n’

NaturalDahiandNestleJeeraRaita.Thecompany’sbrands

include milk products and nutrition,prepared dishes and

cooking aids,beverages,and chocolates and confectionery.

TheirmilkproductsandnutritionincludeNestleEverydayDairy

Whitener,NestleEverydayGhee,NestleMilk,NestleSlim Milk

andNestleDahi.BeveragesincludeNescafeClassic,Nescafe

sunrise premium, Nescafe sunrise special and Nescafe

Cappuccino.Nestle India is a subsidiaryofNestle S.A.of

Switzerland.

ThecompanyhaspresenceacrossIndiawith8manufacturing

facilitiesandfourbranchofficesspreadacrosstheregion.The

fourbranchofficesinthecountryhelpfacilitatethesalesand



marketingofitsproducts.TheyareinDelhi,Mumbai,Chennai

andKolkata.Thecompany’sheadofficeislocatedinGurgaon,

Haryana.

Nestle India Ltd was incorporated in the year1956.The

companysetuptheirfirstproductionfacilityintheyear1961at

MogainPunjab.Intheyear1967,theysetuptheirsecondplant

atCholadiinTamilNaduasapilotplanttoprocessthetea

grownintheareaintosolubletea.Intheyear1989,theysetupa

factoryatNanjangudinKarnataka.

In the year1990,the companyentered into the chocolate

businessbyintroducingNestlepremium chocolate.Intheyear

1991,theyentered in jointventurefloated bytheparentin

collaboration with BM khaitan group to setup a facilityto

manufacturingarangeofsoya-basedproducts.Intheyear1993,

theysetupafactoryatSamalkhainHaryana.Intheyear1995,

the company launched the company’s worldwide legendary

brandchocolate,Kitkat.

ThecompanycommissionedtwofactoriesinGoaatPondaand

Bicholim intheyear1995,and1997respectively.Intheyear

1999,thecompanylaunchedtheproduct,NestleGrowingUp

Milknationally.InApril2000,theyforayedintotheUltraHeat

Treated(UTH)liquidmilkmarket.Intheyear2001,thecompany

launchedNestlePureLifebottledwater.Withinfew months,

theyagainlaunchedtheirsecondwaterbrand-SanPellegrino-in

theIndianmarket.Thecompanyalsomadetheirforayintothe

icedteasegment.

Intheyear2004,aprojecthasbeeninitiatedtoupgradethe

production technology forinfantnutrition products atthe



Samalkha factory. Nestle India Ltd recognized for its

outstandingperformanceinExportsbythecoffeeboardofIndia

intheExportAwards2004-05astheBestExporterofInstant

coffee,BestExportertoRussia&CIScountries(coffee)and

BestExporterforFarEastCountries(Coffee).Thecompany

bestowedtheUDYOG RATNA awardbythePHD chamberof

commerce and industry to recognize Nestles significant

contributiontotheeconomicdevelopmentofPunjabforthe

year2005.Thecompanysetupanewdepartment-thechannel&

category

salesdevelopment(CCSD)todevelopnew solutionsforthe

variouschannelandcustomersandimprovetheimplementation

ofcommercialplansinthemarket.

Intheyear2006,thecompanysetuptheirseventhfactoryat

PantNagarin Uttarakhand.In the year2007,CNBC Asia

presentedthecompanywiththeIndiaInnovatoroftheyear

award.The company’s four factories were awarded the

internationallyrecognizedexternalcertificationISO 14001for

adherencetoenvironmentalprocessesandOSHAS18001for

HealthandSafety

Intheyear2008,thecompanylaunchedNestleNestivePro-

HeartMilkwithOmega-3inMumbai.NestleNestivePro-Heartis

partofdailydietand has Omega-3 heartfriendlynutrients

scientificallyknowntohelpmanagecholesterol.Aspartoftheir

ongoingcommitmenttoofferingbestinclassnutritionproducts

toIndianconsumers,thecompanylaunchedNESTLENAN3,a

follow-upformulaforolderinfants.



During the year,MAGGIPICHIKOO Tomato Ketchup was

launched in a unique easy to handle day pack to drive

affordability,taste and convenience fora largernumberof

consumers.The companyalso launched anotherpioneering

product,MAGGIBhuna Masala,to cook tasty and healthy

everydaymeals,moreconveniently.Thecompanyalsolaunched

NestleKitKatMiniandNestleBarOneMini,atRs3priceto

expand the repertoire ofofferings.Similarly,they launched

Nestle KitKatChunkyatRs 15 to strengthen the range of

wellnessorientedNestleproductsthatconsumerscanchoose

from.Thecompany’sthreemorefactorieswereawardedthe

internationallyrecognizedexternalcertificationISO 14001for

adherencetoenvironmentalprocessesandOSHAS18001for

Health and Safety.With this,alltheseven factoriesofthe

companynowhaveISO14001andISO18001certifications.

Intheyear2009,thecompanyprovidedinputstothegroupR&D

fordevelopmentofaninnovativeproductMaggiBhunaMasala.

Theylaunched MaggiNutri-Lucious Pasta.During the year,

Maggifurtherleveraged theirstrengths to drive affordable

nutritionandlaunchedtwonewproducts,namely,MaggiRasile

ChowandMaggiMasala-ae-Magic.TheylaunchedNestleKitKat

inanewuniquesinglefingerandNestleMuchGurupackatthe

higherpricepoint.

Thecompanyacquired theHealthcareNutrition businessof

specialtyfoodsIndiapvtLtdwitheffectfrom January1,2010.In

2011,NestleopensnewplantinKarnataka,investingRs360cr.

In2013,thecompanyreviewsthegenerallicenseagreement.

Thecompanyalsoacquires26%minoritystakeinindoconagro

andalliedactivitiespvtLtd.Thecompanycommencesexportof



noodles,saucesfrom newMangaloreport.

onInMay2015,FoodSafetyRegulatorsfrom theUttarPradesh,

IndiafoundthatsamplesofNestleleadingnoodlesMaggihad

upto17timesbeyondpermissiblesafelimitsofleadinaddition

tomonosodium glutamate.On3June2015,New Delhistores

for15daysbecauseitfoundleadandmonosodium glutamate

intheeatablebeyondpermissiblelimit.TheGujaratFDAon4

June2015bannedthenoodlesfor30daysafter27outof39

samplesweredetected withobjectionablelevelsofmetallic

lead,amongotherthings.SomeofIndia’sbiggestretailerslike

futuregroup,BigBazar,EasydayandNilgirishaveimposeda

nationwidebanonMaggi.Thebanhasbeenrepealedbythe

GovernmentofIndia,witheffectfrom theendof2015,afterthe

companyclearedcourtdirectedsafetytests.Thetestresults

from alllaboratoriesmandatedbytheBombayhighcourthave

validatedNestleIndiapositionthatMaggiNoodlesaresafefor

consumption.

On29April2016,NestleIndiaannouncedthelaunchNESCAFE

SUNRISE INSTA-FILTER-Which provides the taste offilter

coffeeandyetdoesnotrequireafilter.On17August2016,

NestleIndiaannouncedthelaunchofnew variantsofMaggi

Noodles.On20March2017,NestleIndiaannouncedthelaunch

ofMILO Readytodrink,acocoa-maltmilkbeveragecrafted

speciallyforgrowingchildren.

During 2018,the company bagged Employee Engagement

LeadershipAwardinthecategorybestinitiativeinbenefitsfor

working mothers atthe Employee EngagementLeadership

Converge2018.NestlIndiawon‘BestOverallExcellenceinCSR’

attheNationalCSR LeadershipAwards2019’.Thecompany



alsoreceivedthreeawardsatNielsenBreakthroughInnovation

AwardforNESCAFEReady-to-drink,MaggiMasalasofIndiaand

KITKATStrawberryDuo.

3.2.1Mission

Positivelyinfluencethesocialenvironmentinwhichweoperate

asresponsiblecorporatecitizens,withdueregardforthose

environmental standards and societal aspirations which

improvequalityoflife.

3.2.2Vision

To bealeading,competitive,Nutrition,Healthand wellness

companydelivering improved shareholdervalue bybeing a

preferred corporate citizen, preferred employer, preferred

suppliersellingpreferredproducts.

3.2.3MilestoneAchieved

CNBCAwaazConsumerAwardshashonouredNescafeasthe

mostpreferredcoffeebrand.BusinessIndiahasratedNestle

IndiaasNo.1onReturnonCapitalEmployedamongstSuper

100companies.

In2011-2012NestleIndiawasawardedthe‘BestExporterof

InstantCoffee’,‘HighestExportertoRussiaandCIS’,‘Highest

ExportertoFarEastCountries’.

3.2.4Products

Milkmaid

Apartlyskimmedsweetenedcondensedmilk,nestlemilkmaid



isaversatileproductandexcellentasadessertingredient.With

milkmaid,youcanwhipuplip-smackingdessertsforyourfamily

intheshortestpossibletime.

Lactogen

We supply milkoplex bolus which helps in stimulating the

milkingpowerofpsychologicallydisturbedmilkanimalssuchas

cowsandbuffaloes.Someofthepsychologicalconditionfor

whichmilkoplexbolusisusedinanimals.

NestleCerelac

Ourrangeishighlyhygienicandhasexcellentstrengththat

preventsthefoodfrom dust,moisture,andothercontaminants,

therebyincreasesshelflife.Further,ourrangeisavailablein

differentfinishesandatmostaffordableratestotheclients.

NestleNescafe

WeareengagedinofferinginstantNescafePremixwhichis

preparedbyjustaddinghotwater.Itisinstanttoprepare,and

additionalsugarormilk is notrequired.We procure these

instantNescafePremixfrom reliablevendorsofthemarket,

keepinginmindthevariedrequirementsofourclients.These

aremadeusing perfectproportionsensuring rich tasteand

pleasantaroma.

NestleMunch

Weofferinstantchocolatepremixeswhichisofhighstandards.



Recipebased exoticbeveragesto haveanintenselingering

experience.Wemanufacturethemostlusciousandrefreshing

Instant chocolate Premix. We use meticulously selected

chocolatetocreatethemostnaturalcoffeeflavor.Asthename

suggests,thiscoffeepremixisveryconvenientto useand

providesgreattaste.

NestleKitkat

Chocolate is the choicest food item among people for

celebrating various occasions and parties.Using pure milk

thesechocolatesaremadewhichareblendedwithdryfruitsto

bring a delicious and crunchytaste.These chocolates are

furtherfinishedwithsquareshapedcakesandarepackedusing

qualitypackingmaterialswhichkeepthem freshandhygienic

foralongperiodoftime.

NestleMaggi

Asareputabletrader,wearealwaysreadywithfreshstockof

the bestqualityMaggiMasala Noodles.We provide Maggi

Masala Noodlesto popularoutletsin India and otherretail

shops.Moreover,MaggimasalaNoodlesarealwaysindemand

inthemarket.



THEORETICALFRAMEWORK

RATIOANALYSIS

RatioAnalysisisoneofthemostpowerfultoolsofanalysisof

financialstatements.Itaims atmaking use ofquantitative

informationfordecisionmaking.Theyarewidelyusedasthey

aresimpletocalculateandeasytounderstand.Itistheanalysis

offinancialstatementswiththehelpofratios.

Aratioisanexpressionofrelationshipbetweentwofiguresor

twoamounts.Itisayardstickwhichmeasuresrelationship

between two variables. Ratios are simply a means of

highlighting in arithmeticalterms the relationship between

figuresdrawnfrom variousfinancialstatements.

Ratioanalysisincludescomparisonandinterpretationofthe

ratiosandtheiruseforfutureprojections.Ratioanalysisdoes

notprovideanendinitself,butonlyameanstounderstandthe

financialpositionand performanceofbusinessconcerns.A

largenumberofratioscanbecomputedfrom BalanceSheet

andProfitandLossAccountofanyenterprise.

Accountingratiosareanimportanttoolforanalyzingfinancial

statements.Itisacomparisonoftwoormorefinancialdatathat

isusedtoanalyzeacompany’sfinancialstatements.These

depictaconnectionbetweentwoormoreaccountingnumbers

obtained from financialstatements.Itis a usefultoolfor

shareholders,creditors,andotherstakeholderstounderstanda

company’sprofitability,strength,andfinancialhealth.Thisis



alsoknownasfinancialratios,whichareusedtotrackcorporate

performanceandmakekeybusinesschoices

Ratioanalysismaybedefinedas"theprocessofcomputing,

determiningandpresentingtherelationshipofitemsandgroups

ofitemsoffinancialstatementswiththehelpofratiosand

interpretingtheresultstherefrom".

OBJECTIVESANDIMPORTANCEOFACCOUNTINGRATIOS

Accounting Ratios are importanttools formeasuring the

efficiencyofanenterprise.Theyhelpthefinancialmanagement

in evaluating the financialposition and performance ofa

concern.Theanalysisofaccountingratioshelpstomeasurethe

healthofafirm.Theobjectivesofaccountingratiosarethe

following:

1.Makesdataeasilyunderstandable

2. Facilitatescostcontrolandcostreductio

3.Measuresprofitability

4.Testssolvencyposition

5.Facilitatescomparison

6.Assessmentofabusiness’soperatingefficiency

7.Identifying problematicareasand formulating suitable

adjustments

8.Facilitateanalysisofafirm’sliquidity,profitabilityand

solvency



9.Effectivebudgetingandforecasting

 BenefitsofRatioAnalysis

 Herearethebenefitsofaccountingratios–

 Ithelpstounderstanddataoffinancialstatementsmore

effectively.

 Comesinhandytocompareacompany’sperformance

withitscompetition.

 Helps to measure the profitability and operating

efficiencyofafirm

 Proves effective in gauging the short-term financial

standingofafirm.

 Enables to identify future trends of business and

subsequentlyhelpsformulateaneffectivebudget.

ADVANTAGESANDUSESOFACCOUNTINGRATIOS

Ratioanalysisisoneofthemostpowerfultoolsoffinancial

analysis.Itisusedasadevicetoanalyseandinterpretthe

financialhealthofanenterprise.Itservesasausefultooltothe

management,shareholders,creditors,employees,government,

etc.forvarying purposes.The uses ofratios to different

interestedpartiesareasfollows:



1. Helpsindecision-making

2.Helpsinfinancialforecastingandplanning

3.Helpsincommunication

4.Helpsinco-ordination

5. Helpsincontrol

6.Complex accounting statements and financialdata are

reducedtosimpleratiosofoperatingefficiency,financial

efficiency,solvency,long-term positions,andsoon.

7.Ratioanalysisassistsinidentifyingissueareasanddrawing

management’sattentiontothem.Someinformationislostin

thecomplicatedaccountingstatements,andratioswillaidin

identifyingtheseissues.

8.Allowsthecompanytocompareitselftoothercompanies,

industrystandards,andintra-firm comparisons,amongother

things.This willassist the firm in gaining a better

understandingofitsfinancialsituationintheeconomy.

LIMITATIONSOFRATIOANALYSIS

Thoughratiosaresimpletocalculateandeasytounderstand,

theymustbeusedwithcaution.Ifduecareisnottaken,they

mightconfuse,ratherthanclarifyingthesituation.Therefore,an

analystmustusethistechniqueonlybykeepinginmindthe

followingshortcomingsofratios.Limitationsare:



1.Computedinsufficientlylargenumbers

2.Usefulonlyforquantitativeanalysis

3.Computedfrom historicalaccountingrecords

4.Doesnotprovideanystandardratio

5.Chanceofwindowdressing

6.Providesonlypartialinformation

7.Personalbias

TYPESOFRATIOS:

A.LIQUIDITYRATIOS:

Liquidityis the abilityofa firm to meetits current

liabilitiesastheyfalldue.Theliquidityratios,therefore,

arecalledShort-Term SolvencyRatios.Sinceliquidityis

basictocontinuousoperationsofafirm,itisnecessary

todeterminethedegreeofliquidityofthefirm.These

ratios are used to assess the short-term financial

positionoftheconcern.LiquidityratiosincludeCurrent

ratio and Quick ratio.The liquidity ratio is used to

determinewhetherornotacompanyhasenoughcashon

handtopaydownitsshort-term debts.Ahighliquidity

ratioindicatesthatthecorporationwillbeabletopayits

creditors.Itisallowedtohavealiquidratioof2ormore.



1.CURRENTRATIO

CurrentRatioistheratioofcurrentassetstocurrentliabilities.It

isalsocalledworkingcapitalratio.Itisthemostcommonratio

formeasuringliquidity.Thecurrentratioisaliquidityratiothat

measuresacompany’sabilitytopayshort-term obligationsor

thoseduewithinoneyear.Ittellsinvestorsandanalystshowa

companycanmaximizethecurrentassetsonitsbalancesheet

tosatisfyitscurrentdebtandotherpayables.

Acurrentratiothatisinlinewiththeindustryaverageorslightly

higherisgenerallyconsideredacceptable.Acurrentratiothatis

lowerthantheindustryaveragemayindicateahigherriskof

distressordefault.Similarly,ifacompanyhasaveryhigh

currentratio comparedwithitspeergroup,itindicatesthat

managementmaynotbeusingitsassetsefficiently.

Thecurrentratioiscalledcurrentbecause,unlikesomeother

liquidityratios,itincorporatesallcurrentassetsandcurrent

liabilities.Thecurrentratioissometimescalledtheworking

capitalratio.Itiscalculatedbydividingcurrentassetsbycurrent

liabilities.

CurrentRatio=CurrentAssets/CurrentLiabilities

CurrentAssetsaretheassetswhicharelikelytobeconverted

intocashorcashequivalentswithin12monthsfrom thedateof

BalanceSheetorwithintheperiodofoperatingcycle.Current

assetsincludethefollowing:



 Cashandcashequivalents(cashinhand,cashatbank,

cheques/draftsinhand,etc.)

 Tradereceivable(billsreceivablesandsundrydebtors

lessprovisionforbaddebts).

 Inventoriesorstockofgoods(exceptstoresandspares,

loosetools,etc.)

 Currentinvestments

 Shortterm loansandadvances

 Othercurrentassets(suchasprepaidexpenses,accrued

incomes,advancetaxpaidetc.)

CurrentLiabilities are those liabilities which are payable

withinaperiodof12monthsfrom thedateofBalanceSheet

orwithintheperiod ofoperating cycle.Currentliabilities

includethefollowing:

 Short-term borrowings(includingbankoverdraft)

 Tradepayables(creditorsandbillspayable)

 Other current liabilities (interest accrued on

borrowings,incomereceivedinadvance,outstanding

expense,callsinadvance,currentmaturityoflong

term debt,etc.)

 Shortterm provisions (provision forincome tax,



incometaxpayable,proposeddividend,etc.)

Thecurrentratioofafirm measuresitsshort-term solvency,i.e.,

itsabilitytomeetshortterm obligations.Inasoundbusiness,a

currentratioof2:1isconsideredanidealone.Itprovidesa

marginofsafetytothecreditors.Itisanindexofthefirm's

financialstability.Thecurrentratiomustnotonlybeequalto

currentliabilitiesbutshould leave a comfortable margin of

workingcapitalafterpayingoffthecurrentliabilities.A high

ratioindicatessoundsolvencypositionandalowratioindicates

inadequateworkingcapital.

2.QUICKRATIO

Thisratioisalsoknownas'AcidTestRatio'or'LiquidityRatio'.It

istheratioofquickassetstoquick/currentliabilities.

QuickRatio=QuickorLiquidAssets/CurrentLiabilities

Theterm 'quickassets'referstocurrentassetswhichcanbe

convertedintocashimmediately.Itcomprisesallcurrentassets

exceptinventory,prepaidexpenses,advancetaxpaid,etc.An

AcidTestRatioof1:1isconsideredsatisfactoryasafirm can

easilymeetallitscurrentliabilities.Iftheratioislessthan1:1,

thenthefinancialpositionoftheconcernshallbedeemedtobe

unsound.Ontheotherhand,iftheratioismorethan1:1,then

thefinancialpositionoftheconcernissoundandgood.Quick

ratio is the true testofbusiness solvency.A higherratio

indicatessoundfinancialpositionandvice-versa.



B.SOLVENCYRATIOS

The solvency ratio is a toolto measure the ability ofan

enterprisetomeetitsdebtobligationsandisusedoftenby

prospectivebusinesslenders.Solvencyratiosconveyafirm's

abilitytomakepaymentsandpayoffitslong-term obligations

tocreditors,bondholdersandbanks.Financialanalystsare

interestedintherelativeuseofdebtandequityinthefirm.

Theseratiosmeasurethelong-term solvencypositionofthe

firm.Asolvencyratioisacrucialmetricusedbyprospective

businesslenderstoassessanorganization’scapacitytosatisfy

long-term debtobligations.Asolvencyratioisameasureofa

company’sfinancialhealththatdeterminesifitscashflow is

sufficienttocoveritslong-term liabilities.Anunfavorableratio

cansuggestthatacorporationisatriskofdefaultingonitsdebt

obligations. Solvency ratios are frequently utilized by

prospective lenders and bond investors when evaluating a

company’s creditworthiness. Although both solvency and

liquidityratiosareusedtoassessacompany’sfinancialhealth,

solvencyratioshavealonger-term outlookthanliquidityratios.

Thefollowingaretheimportantsolvencyratios:

1.DEBT-EQUITYRATIO

Thedebt-equityratioistheratioshowingtherelationship

betweenlong term debtsand shareholders'fund.Itisa

popularmeasureofthelong-term financialsolvencyofa

firm.Thisratioindicatestherelativeproportionoflong-term

debtandequityinfinancingtheassetsofafirm.Theratiois

computedbydividingthetotallong-term debtsofthefirm by

shareholders'fundornetworth.



Debt-equity Ratio = Debt/ Equity OR Long-term

Debts/Shareholders'fundorNetworth

Theterm "debt'referstothetotallong-term debts.Itincludes

longterm borrowingssuchasdebentures,bankloan,public

deposit,etc.andlong-term provisionssuchasemployees

providentfund,pensionfund,etc.Theterm “equity”refersto

networthorshareholders'fund.

EquityorShareholdersfund=ShareCapital(EquityCapital

+PreferenceCapital)+Reserves&Surplus

Anacceptednorm fordebt-equityratioisconsideredtobe

2:1.Ahighratioshowsthattheclaimsoflong-term lenders

are more than that of owners.A very high ratio is

unfavorableforthefirm.Highdebtcompanies(highlygeared

orleveraged)areabletoborrowfundsonlyrestrictiveterms

andconditions.Itisadangersignalforlongterm lenders.A

low debt-equityratioimpliesahigherclaim ofownersthan

thatofthelong-term lendersandisfavorabletothefirm.

2.PROPRIETARYRATIO

Proprietaryratioistheratioofshareholders'fundtototal

assets.This ratio shows the proportion oftotalassets



financedbytheowners.Proprietaryratioistheonethatis

usedtoexpressarelationshipbetweentheamountinvested

byproprietorsinthebusinessandthetotalassetsownedby

thebusiness.Inotherwords,theproprietaryratiomeasures

theextentofassetsfunded bytheproprietor’sfunds.It

denotesthepercentageofassetsfundedbyashareholder’s

fundinabusiness.Theintentistoascertaintheriskinvolved

andcapitalstabilityandalsothecostofcapitalinvolved.Itis

calculatedbydividingshareholders'fundsbythetotalassets.

ProprietaryRatio=Shareholdersfund/Totalassets

ShareholdersFund=ShareCapital(Equity+Preference)+

ReservesandSurplus

Totalassetsincludenon-currentassetsandcurrentassets.

Theacceptablenorm oftheratiois1:3.Thisratioshowsthe

financialstrengthofthecompany.Ithelpsthelenderstofind

outtheproportionofshareholdersfundtothetotalassets.

Higherratioindicatesasecuredpositiontolendersanda

lowratioindicatesmorerisktolenders.Itindicatesthelong-

term solvencyofthefirm.

3.FIXEDASSETRATIO

Fixed Asset Ratio is the ratio of fixed assets after

depreciation to totallong term funds.The fixed asset

turnover ratio reveals how efficient a company is at



generatingsalesfrom itsexistingfixedassets.Thefixed

assetturnoverratioiscalculatedbydividingnetsalesbythe

averagebalanceinfixedassets.Ahigherratioimpliesthat

managementisusingitsfixedassetsmoreeffectively.Here,

thetotallong-term fundmeansshareholder'sfund(including

preferencesharecapital)andlong-term fund.

FixedAssetRatio=FixedAsset(afterdepreciation)/Total

Long-term Funds

Theratioindicatestheextenttowhichthetotaloffixed

assetsisfinancedbytotallong-term fundsofthefirm.Itis

betterifthetotaloffixedassetsisequaltototallong-term

fundi.e.,1:1.ifitismore,itmeansthatsomeofthefixed

assetsarefinancedfrom currentliabilities.Thisisnota

goodfinancialpolicy.

4.FIXEDASSETSTONETWORTHRATIO

Thisratioshowstherelationshipbetweenfixedassetsand

shareholder’sfund.Thepurposeofthisratioistofindout

theproportionoftheowner’sfundinvestedinfixedassets.

Fixedassetstonetworth,alsoknownasthenon-current

assetstonetworthratio,isafinancialratiousedtomeasure

thesolvencyofacompany.

Theratioshowshowmuchoftheowner’scash(networth)

istiedupintheform offixedassetssuchasproperty,plants

andequipment.Thisisimportantbecauseitshowswhat

funds are actually available as working capitalforthe



operationofthecompany.

Fixed Assetsto NetWorth=Fixed Assets/Networthor

Shareholdersfund

Iftheratioisgreaterthanone,itmeansthatoutsiders'funds

havealsobeenusedtoacquireapartofthefixedassets.

C.PROFITABILITYRATIOS

Profitabilityratiosareaclassoffinancialrationthatare

used to assesstheabilityofabusinessto generate

earningsrelativetoitsrevenue,operatingcosts,Balance

Sheetassetsandshareholders'equity.Theseratiosshow

howwellcompaniesusetheirexistingassetstogenerate

profitandvalueforshareholders.Profitabilityratiosarea

groupoffinancialindicatorsthatareusedtoevaluatea

company’sabilitytocreateearningsovertimeinrelation

toitsrevenue,operationalcosts,assets,orshareholders’

equity.The evaluation is done by utilizing financial

informationfrom acertainpointintime.

Abusinessfirm isbasicallyaprofitearningorganization,

Incomestatementofafirm showstheprofitearnedby

thefirm duringanaccountingperiod.Profitabilityisan

indicationoftheefficiencywithwhichtheoperationsof

the business are carried on. Poor operational



performancemayindicatepoorsalesandhencepoor

profits.

The profit figure has,however,different meanings

differentpartiesinterestedinfinancialanalysis.Gross

ProfitRatioandNetProfitRatioarethetwoimportant

profitabilityratios.

I.GENERALPROFITABILITYRATIOS

1.GROSSPROFITRATIO

GrossProfitMarginRatio,sometimesalsoreferredtoasgross

margin,isatypeofprofitabilityratio.Ithelpstomeasurehow

muchprofitacompanymakesfrom thesaleofgoodsand

servicesafterdeductingthedirectcosts.Insimplewords,itisa

simplemetrictomeasurethecompany’sprofitability.Also,it

helpstoevaluatehowefficientlythecompanyisusingitslabor

andraw materialsduringtheproductionprocess.Thegross

profitratioistheratioofgrossprofittorevenuefrom operations.

Itexpressestherelationshipbetweengrossprofitandsales.

GrossProfitRatio=(Grossprofit/Revenuefrom operationi.e.,

Netsales)*100

GrossProfit=Revenuefrom Operations-CostofRevenuefor

Operations

Cost of Revenue for Operations = Opening Inventory +

Purchases+DirectExpenses-ClosingInventoryORRevenue

from Operations-GrossProfit



The gross profitratio plays an importantrole in financial

management.Itservesasavaluableindicatorofthefirm's

abilitytoutilizeeffectivelytheoutsidesourcesoffund.Italso

servesasimportanttoolinshapingthepricingpolicyofthefirm.

Thisratiohelpsinascertainingwhethertheaveragepercentage

ofprofitonthegoodsismaintainedornot.

2.NETPROFITRATIO/NETPROFITMARGINRATIO

NetProfitRatio,alsoreferredtoastheNetProfitMarginRatio,

isaprofitabilityratiothatmeasuresthecompany’sprofitstothe

totalamountofmoneybroughtinto the business.In other

words,thenetprofitmarginratiodepictsthe

relationshipbetweenthenetprofitaftertaxesandnetsales

takingplaceinabusiness.Thenetprofitratioistheratioofnet

profittorevenuefrom operations.Itmeasurestheprofitper

rupeeofsales.Itisdeterminedbydividingthenetprofitafter

taxbythenetrevenuefortheperiod.

NetProfitRatio=(Netprofit/Revenuefrom operations)*10

NetProfit=Grossprofit-Indirectexpensesandlosses+Other

incomes-Tax

Indirect expenses and losses Office expenses + Selling

expenses + Intereston long term borrowings + Accidental

losses.



Theterm netprofitmeans"netprofitafterinterestandtaxbut

beforedividend.“Netprofitratioisanindexofefficiencyand

profitabilityofthebusiness.Thisratioisusedtomeasurethe

overallprofitabilityandhenceitisveryusefultoproprietors.

Higherthe ratio betteris the operationalefficiency ofthe

concern.

3.RETURNONEQUITYRATIO

Thereturnonequityratiocanbedescribedasafinancialratio

thathelpsmeasureacompany’sproficiencytogenerateprofits

from itsshareholders’investments.Thisprofitabilityhelpsto

gaugeacompany’seffectivenesswhenitcomestousingequity

fundingtorunitsdailyoperations.

ByfiguringouttheROEofacompany,individualscanfindout

how muchpost-taxincomeisleftinitsreserve.Subsequently,

onecancomparenetincometothetotalshareholderequityas

recordedonitsbalancesheet.

ROEratioalsohelpsyouunderstandhowacompanycompares

tootherfirmsinthesameindustryandevaluatethecompany’s

financialperformanceandassetvaluation.

ROE=Profitaftertax/Avgequitysharecapital



D.ACTIVITYRATIOS(TURNOVERRATIOS)

Theactivityratiosarethoseratioswhichmeasurethe

levelofactivitiesandoperationalefficiencyofabusiness

concern.These ratios indicate the speed with which

assetsarebeingconvertedintorevenue.Theseratiosare

alsoknownas"efficiencyratios.Activityratiosmeasure

how efficientlythe assets are employed bythe firm.

Activityratiosareusedtodeterminetheefficiencyofthe

organizationinutilizingitsassetsforgeneratingcash

andrevenue.Itisusedtocheckthelevelofinvestment

madeonanassetandtherevenuethatitisgenerating.

Forthisreason,theactivityratioisalsoknownasthe

efficiencyratioorthemorepopularturnoverratio.The

roleofactivityratioorturnoverratioisintheevaluation

oftheefficiencyofabusinessbycarefulanalysisofthe

inventories,fixedassetsandaccountsreceivables.

1.FIXEDASSETSTURNOVERRATIO

Thisratioindicatestheextenttowhichtheinvestmentsinfixed

assetscontributetowardssales.Ifcomparedwithaprevious

year,itindicateswhethertheinvestmentinfixedassetshas

beenjudiciousornot. Thefixedassetturnoverratioreveals

howefficientacompanyisatgeneratingsalesfrom itsexisting

fixedassets.

Thefixedassetturnoverratioiscalculatedbydividingnetsales

bytheaveragebalanceinfixedassets.Ahigherratioimplies



thatmanagementisusingitsfixedassetsmoreeffectively.The

fixedassetturnoverratiorevealshowefficientacompanyisat

generatingsalesfrom itsexistingfixedassets.

Thefixedassetturnoverratioiscalculatedbydividingnetsales

bytheaveragebalanceinfixedassets.

Ahigherratioimpliesthatmanagementisusingitsfixedassets

moreeffectively.

AhighFATratiodoesnottellanythingaboutacompany'sability

togeneratesolidprofitsorcashflows.

Thefixedassetturnoverissimilartootherturnoverratiossuch

astheassetsturnoverratio,thoughthefixedassetturnover

ratiousesasubsetofassetstocompareacompany'sactivity

against.

Fixed Assets Turnover Ratio = Net revenue from

operations/FixedAssets

2.WORKINGCAPITALTURNOVERRATIO

Thisratioreflectstheturnoverofthefirm'snetworkingcapital

inthecourseoftheyear.Itisagoodmeasureofover-trading

andunder-trading.

WorkingCapitalTurnoverRatio=Netrevenuefrom operations/

Networkingcapital.

Workingcapitalturnoverisaratiothatmeasureshowefficiently

acompanyisusingitsworkingcapitaltosupportsalesand



growth.Alsoknownasnetsalestoworkingcapital,working

capitalturnovermeasurestherelationshipbetweenthefunds

usedtofinanceacompany'soperationsandtherevenuesa

companygeneratestocontinueoperationsandturnaprofit.

Workingcapitalturnovermeasureshoweffectiveabusinessis

atgeneratingsalesforeverydollarofworkingcapitalputtouse.

Ahigherworkingcapitalturnoverratioisbetter,andindicates

thatacompanyisabletogeneratealargernumberofsales.

However,ifworkingcapitalturnoverrisestoo high,itcould

suggestthatacompanyneedstoraiseadditionalcapitalto

supportfuturegrowth.

3.TOTALASSETTURNOVRERRATIO

Thetotalassetturnoverratiocomparesthesalesofacompany

to its assetbase.The ratio measures the ability ofan

organizationtoefficientlyproducesales,andistypicallyusedby

thirdpartiestoevaluatetheoperationsofabusiness.Ideally,a

companywithahightotalassetturnoverratiocanoperatewith

fewerassetsthanalessefficientcompetitor,andsorequires

less debtand equity to operate.The resultshould be a

comparativelygreaterreturntoitsshareholders.

Theformulafortotalassetturnovercanbederivedfrom

informationonanentity’sincomestatementandbalancesheet.

Thecalculationisasfollows:

Totalassetturnover=Netsales/Totalassets

Itisbesttoplottheratioonatrendline,tospotsignificant



changesovertime.Also,compareittothesameratiofor

competitors,whichcanindicatewhichothercompaniesare

beingmoreefficientinwringingmoresalesfrom theirassets.

4.CURRENTASSETTURNOVERRATIO

Thecurrentassetsturnoverratioindicateshowmanytimesthe

currentassetsareturnedoverintheform ofsaleswithina

specificperiodoftime.Ahigherassetturnoverratiomeansa

betterpercentageofsales.Thatiswhythemoretheamountof

currentassetturnoverratio,the betterthe ability ofthe

companytogeneratesales.

Creditors.lookforahighercurrentassetturnoverratiobecause

itshowsthatacompanyisstronginitsfundamentals.The

creditors.lookatthecurrentassetturnoverratiobecausethey

areinterestedintheperformanceofthecompanyintermsof

netsales.Asthecurrentassetsturnoverratiooffers.aninsight

intothenumberofturnovers.ofnetsales,itisconsidereda

benchmarkofthequalityofthecompany’ssales.

Currentassetturnoverratio=Sales/currentassets

5.STOCKTURNOVERRATIO

Inventoryturnover,ortheinventoryturnoverratio,isthenumber

oftimesabusinesssellsandreplacesitsstockofgoodsduring

agivenperiod.Itconsidersthe costofgoodssold,relativetoits

average inventory forayearorinanyasetperiodoftime.

Ahighinventoryturnovergenerallymeansthatgoodsaresold

fasterandalowturnoverrateindicatesweaksalesandexcess

inventories,whichmaybechallengingforabusiness.



Inventoryturnovercanbecomparedtohistoricalturnoverratios,

planned ratios, and industry averages to assess

competitiveness and intra-industry performance.  Inventory

turnscanvarysignificantlybyindustry.

Stockturnoverratio=Revenuefrom operation/Avginventory
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DATAANALYSISANDINTERPRETATION

Thedatacollectedwasanalyzedusingseveralvariables.The

resultofanalysisaregivenbelow.

4.1LiquidityRatio

4.1.1CurrentRatio

Currentratio=currentassets/currentliabilities

Table4.1ShowingCurrentRatio

Year

Current

Assets(Rs.

inmillion)

Current

Liabilities

(Rs.inmillion)

Ratio

2016-2017 39373.9 14927.1 2.63

2017-2018 47369.5 18549.5 2.55

2018-2019 38171.7 21475.1 1.77

2019-2020 41850.8 24925.5 1.67

2020-2021 27387.6 26032.4 1.05

(Sources-compliedannualreport)

As conventionalrule,a currentratio of2:1 considered as

satisfactory.Thisidealratiomeansthattheassetsshallbeat

leasttwice the currentliability.In the pastthree yearsthe

companyisnotabletoattaintheidealratio.



4.1.2AbsoluteLiquidityRatio

Absoluteliquidityratio=cash+marketable

securities/currentliabilities

Table4.2ShowingAbsoluteLiquidityRatio

Year

Cash&

Marketable

Securities

(Rs.in

millions)

Current

Liabilities

(Rs.in

millions)

Ratio

2016-2017 14574.2 14927.1 0.97

2017-2018 16100.6 18549.5 0.86

2018-2019 13080.5 21475.1 0.60

2019-2020 17698.7 24925.5 0.71

2020-2021 7354.1 26032.4 0.28

(Sources-compliedAnnualreport)



Itistherelationshipbetweenabsoluteliquidassetandcurrent

liabilities.Idealratioofabsolutequickratiois0.5:1.Thehighest

ratioobtainedintheyear2016-2017.Thecompanyfollowsthe

idealratio.

4.1.3LiquidRatio

Liquidratio=liquidassets/currentliabilities

Table4.3ShowingLiquidRatio

Year
LiquidAssets
(Rs.in
million)

Current
Liabilities
(Rs.in
million)

Ratio

2016-2017 1457.42 1492.71 0.97

2017-2018 1610.06 1854.95 0.86

2018-2019 1308.05 2147.51 0.60

2019-2020 1769.87 2492.55 0.71

2020-2021 7354.1 26032.4 0.28

(Sources-compliedAnnualreport)



Generally,liquidratioof1:1isconsideredassatisfactory.This

meansthatliquidassetsarejustequaltothecurrentliabilities.

Forthiscompanythepastfiveyearsshow alessthanliquid

ratio,whencomparedtothesatisfactoryratio.Itfurthermeans

that,thecompanyisnotabletopayoffitscurrentliabilities.

4.3SolvencyRatio

4.3.1DebtEquityRatio

Debtequityratio=longterm debt/shareholdersfund

Table4.4ShowingDebtEquityRatio

Year
LongTerm

Debt

(Rs.inmillion)

Shareholders

Fund(Rs.in

million)

Ratio

2016-2017 463.5 3420.59 0.01

2017-2018 401.4 3673.74 0.01

2018-2019 469.8 1932.26 0.02



2019-2020 465.5 2019.34 0.02

2020-2021 490.9 20844.8 0.01

(Sources-compliedAnnualreport)

Thestandarddebtequityratiois1:1.Here,thecompanyshows

lowerratio.Alow debt-equityratioimpliesahigherclaim of

owner'sthanthatofthelongterm lenderyandisfavourableto

thefirm .

4.3.2ProprietaryRatio

Proprietaryratio=shareholdersfund/totalasset



Table4.5ShowingProprietaryRatio

Year

Shareholders

Fund(Rs.in

million)

TotalAsset

(Rs.inmillion)
Ratio

2016-2017 34205.9 73625.9 0.46

2017-2018 36737.4 80880.8 0.45

2018-2019 19322.6 70582.0 0.27

2019-2020 20193.4 78997.3 0.25

2020-2021 20844.8 82099.3 0.25

(Sources-compliedAnnualreport)

Idealratioofproprietaryratiois0.5:1.Here,thecompanyisnot

able to attain the idealratio.Thatmeans the company’s

financialpositionisnotsound.



4.3.3SolvencyRatio

SolvencyRatio=TotalLiabilities/TotalAssets

Table4.6ShowingSolvencyRatio

Year

Total
Liabilities

(Rs.in
million)

TotalAssets
(Rs.in

million)
Ratio

2016-2017 39420.0 73625.9 0.53

2017-2018 44143.4 80880.8 0.54

2018-2019 51259.4 70582.0 0.72

2019-2020 58803.9 78997.3 0.74

2020-21 29554.5 82099.3 0.35

(Sources-complied

Annualreport)

Iftheratioismorethanoneitistreatedassatisfactory.Here,

thecompanyshowslowerratiothanthesatisfactoryratiowhich

indicatesthesolvencyandfinancialpositionarenotstrong.



4.3.4FixedAssetToNetworthRatio

Fixed asset to networth ratio = fixed asset/ total

shareholdersfund

Table4.7 ShowingFixedAssetToNetworthRatio

Year
FixedAsset

(Rs.inmillion)

Total

Shareholders

Fund(Rs.in

million)

Ratio

2016-2017 27103.4 34205.9 0.79

2017-2018 25058.2 36737.4 0.68

2018-2019 23700.1 19322.6 1.22

2019-2020 28179.9 20193.4 1.39

2020-2021 32402 20844.8
1.55

(Sources-compliedAnnualreport)

Idealratiooffixedassettonetworthratiois0.50.Here,theratio

obtainedareabovetheidealratio.Higherwouldindicatearisk



becausethecompanywouldbevulnerabletoanyunexpected

eventsorchangestothebusiness.

4.3ProfitabilityRatio

4.3.1ReturnOnEquity

Returnonequity=profitaftertax/averageequitysharecapital

Table4.8ShowingReturnonequity

Year
Profitaftertax

(Rs.inmillion)

Averageequity

sharecapital

(Rs.inmillion)

Ratio

2016-2017 12251.9 964.2 12.70

2017-2018 16069.3 964.2 16.66

2018-2019 19695.5 964.2 20.42

2019-2020 20824.3 964.2 21.59

2020-2021 21448.6 964.2 22.24

(Sources-compliedAnnualreport)



ROEmeasureshow efficientlyafirm canusethemoneyfrom

shareholderstogenerateprofitandgrowthofthecompany.

Alwaysahighreturnonequityisbetterforeverycompany.20%

istheidealratioofreturnonequity.Heretheratioshowsa

higher.

4.3.3NetProfitRatio

Netprofitratio=netprofit/revenuefrom operations*100

Table4.9ShowingNetProfitRatio

Year
NetProfit(Rs.in

million)

RevenueFrom

Operations

(Rs.inmillion)

Ratio

2016-2017 12251.9 100096.0 12.24

2017-2018 16069.3 112922.7 14.23

2018-2019 19695.5 123689.0 15.92



2019-2020 20824.3 133500.3 15.59

2020-2021 21448.6 147094.1 14.58

(Sources-compliedAnnualreport)

Netprofitratioshowshoweffectivelycostcontrolstrategiesare

implementedbythemanagement.Netprofitratioisat12.24in

the year2017 and forthe nextthree years itshows an

increasingtrendthatis14.23,15.92,15.59.Butintheyear2021

itshowslowerthanthepreviousyears.

4.4ActivityRatio

Activityratiomeasureshow effectivelyacompanyisableto

generaterevenueintheform ofcashandsalesbyusingits

assets,liabilityandcapital.



4.4.1TotalAssetTurnoverRatio

Totalassetturnoverratio=sales/totalasset

Table4.10ShowingTotalAssetTurnoverRatio

Year
Sales(Rs.in

million)

TotalAsset

(Rs.inmillion)
Ratio

2016-2017 99525.3 73625.9 1.35

2017-2018 112162.3 80880.8 1.38

2018-2019 122952.7 70582.0 1.74

2019-2020 132901.6 78997.3 1.68

2020-2021 1467337.2 82099.3 1.78

(Sources-compliedAnnualreport)

Totalassetturnoverratiomeanshowefficientlyafirm usesits

goodstogeneratesales.Herewecanseetheratiosareabove

thestandardwhichmeansthatthecompanyismoreefficientin

generatingrevenuefrom itsassets.



4.4.2FixedAssetTurnoverRatio

Fixedassetturnoverratio=sales/fixedasset

Table4.11ShowingFixedTurnoverRatio

Year
Sales(Rs.in

million)

FixedAsset

(Rs.inmillion)
Ratio

2016-2017 99525.3 27103.4 3.67

2017-2018 112162.3 25058.2 4.47

2018-2019 122952.7 23700.1 5.18

2019-2020 132901.6 28179.9 4.71

2020-2021 1467337.2 32402 4.51

(Sources-compliedAnnualreport)

Fixedassetturnoverratiomeasurestheefficiencywithwhich

thefirm hasbeenusingitsfixedassettogeneratesales.Higher

fixedassetturnoverratiooftenindicatesthatafirm effectively

andefficientlyusesitsassetstogeneraterevenues.



4.4.3CurrentAssetTurnoverRatio

Currentassetturnoverratio=sales/currentasset

Table4.12ShowingCurrentAssetTurnoverRatio

Year
Sales(Rs.in

million)

Current

Asset(Rs.in

million)

Ratio

2016-2017 99525.3 39373.9 2.52

2017-2018 112162.3 47369.5 2.36

2018-2019 122952.7 38171.7 3.22

2019-2020 132901.6 41850.8 3.18

2020-2021 1467337.2 27387.6 5.34

(Sources-compliedAnnualreport)

Currentassetturnoverratioshowshow wellthecurrent

assetofthecompanyisutilized.Thecurrentassetturnover

ratioincreasesfrom 2016-2017to2018-2019anditfallsto

3.18in2019-2020butitincreasesin2020-2021as5.34.



4.4.4WorkingCapitalTurnoverRatio

WorkingCapitalturnoverratio=revenuefrom operation/net

workingcapital

Table4.13Showing WorkingCapitalTurnoverRatio.

Year

Revenue

from

Operations

(Rs.inmillion)

Networking

Capital(Rs.in

million)

Ratio

2016-2017 100096.0 24446.8 4.09

2017-2018 112922.7 28820.0 3.91

2018-2019 123689.0 16696.6 7.40

2019-2020 133500.3 16925.3 7.88

2020-2021 147094.1 24755.2 5.94

(Sources-compliedAnnualreport)

Workingcapitalturnoverratioshowshowefficientlyafirm

usesitsworkingcapital.Alwaysahighworkingcapitalratio

preferredbyeverycompany.Herethesmallestratiowas

obtainedbythecompanyintheyear2017-2018whichwas

3.91butaftertheyearratiostartedincreasingto7.40,7.88

andagainitdecreasesinto5.94intheyear2020-2021.



4.4.5StockTurnoverRatio

Stock turnover ratio =revenue from operation/average

inventory

Table4.14ShowingStockTurnoverRatio

Year

Revenue

from

operations

(Rs.in

million)

Average

inventory

(Rs.in

million)

Ratio

2016-2017 100096.0 9212.65 10.86

2017-2018 112922.7 934.01 12.09

2018-2019 123689.0 11243.1 11.00

2019-2020 133500.3 13497.75 9.89

2020-2021 147094.1 14983.5 9.81

(Sources-compliedAnnualreport)

Stockturnoverratiomeasureshow efficientlyacompanycan

controlitsmerchandise.Alwaysahighratioissuitabletohave

foracompany.Inthepresentstudythestockturnoverratiois

increasinganddecreasingineachperiod.In2016-2017itwas

10.86andthenin2017-2018itincreasesto12.09anditalso

decreasesintheperiodof2020-21as9.81
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FINDINGS,SUGGESTIONS,ANDCONCLUSION

5.1FINDINGS

Themajorfindingsofthestudyare:

 OnthebasisofTable4.1thecurrentratioisbelowtheideal

ratio2:1inthelastthreeyearsthatis2019(1.77)2020(1.67)

andin2021(1.05)

 In absolute liquidity ratio the idealratio is 0.5:1.The

companyfollowstheabsoluteliquidityratioissatisfactory

duringtheperiodofthestudy.

 Intheabovestudyshowsthatthecompanyislessthanthe

standardratioof1:1inliquidratiowhichmeanscompanyis

notinapositiontopayoffitscurrentliabilities.

 Insolvencyratiothecompany'sdebtequityisbelow the

standardof1:1.Thismeansthehigherclaim ofowner'sthan

thatofthelongterm lendersandisfavourableofthefirm .

 InproprietaryratiothestudyshowsthatCompanyisnotina

financialpositiontomanagetheirShareholdersfundand

totalassets.

 Inthecaseofsolvencyratioasperthestudycompany's

solvencypositionisnotstrongastheyhaveinsufficienttotal

assetstomeetitsdebt.

 Infixedassettonetworthratiothecompanyfollowsthe

idealratio0.50duringtheentireperiodofstudy.Companyis



abletomakechangesinthebusiness.

 Accordingtoprofitabilityratio,inreturnonequityfirm can

usethemoneyfrom shareholderstogenerateprofitand

growthofthecompany.20% istheidealratio.NestleIndia

ltdshowshighgrowthonreturnonequity.

 Accordingtotheanalysisnetprofitratioshowsafluctuating

trendinthepastfiveyears.Lowestratioobtainedintheyear

2016-2017.

 Inthecaseoffixedassetturnoverratiothecompanyshows

thathighefficiencytogeneraterevenuefrom itsassets.

 On the basis ofthis studyitindicate thatthe trend of

increasingcurrentassetturnoverratiothatisacompany's

currentassetsareeffectivelyused.

 Accordingtototalassetturnoverratiothecompanyismore

efficientingeneratingrevenuefrom itsassets.

 Inworkingcapitalratioshowshoweffectivelyafirm useits

workingcapital.Aspertheabovestudythecompanywas

obtainedhigherworkingcapitalratiothantheyear2016-

2017.

 Stockturnoverratiomeasureshowefficientlycompanycan

controlitsmerchandise.Itshowsafluctuatingtrendinthe

study.Intheyear2021itwaslowerthanitspreviousyears.



5.2SUGGESTIONS

 NestleLtd.hasacurrentratiobelowthantheidealratio

2:1.Itshowsthatthecurrentassetsaretwicecurrent

liabilities.Inorderto improvetheshort-term financial

performance,thecompanyhastoincreaseitscurrent

assets.

 Inthecaseoftheliquidratiothecompanyisbelow the

idealratio1:1thismeansthatliquidassetsarejustequal

to the current liabilities. By controlling over head

expenses, sell unnecessary assets, revisiting debt

obligation,etc.willhelpthecompanytomaintainagood

liquidityposition.

 Proprietaryratioofthecompanyislessthanitsideal

ratio0.5:1.Thecompanyhastoincreasetheshareholder

fundinordertomeettheidealratio.

 Thecompanymayadoptsomemeasurestoincreaseits

debtequityratiowhichhelpstomaintainaprofitability

positionofthecompanyandcanbeutilizedinabetteror

othereffectivepurpose.

 Thesolvencyratioisbelowtheidealratiowhichindicate

thefinancialpositionisnotstrongsothecompanyis

advisabletotakemoreeffortstoincreasetheoverall

efficiencyofthebusiness.



5.3CONCLUSION

Nestleltd.isoneofthegrowingprivatesectorcompaniesinthe

world.Themajorobjectivesofthestudyaretoascertainthe

solvencyandliquiditypositionofthecompanyinthepastfive

years,tounderstandtheprofitabilityofthecompanyandto

evaluatethefinancialperformanceofthecompanyduringthe

studyperiod.Theresultsofstudyshowafluctuatingtrendinits

financialpositionovertheyears.Butinthecaseofthiscompany

asteadyincreasecannotbeseenbutalsoitnevermovestoa

loss-making situation.According to this study itis clearly

understoodthecompanyneedtotakemoreeffortshouldbe

givento protectthesmoothfunctioning.Itsoundslikethat

company’sliquidityandsolvencypositionissatisfactoryatthe

same time the company needs to improve its profitability

positionforthebetterfuture.
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