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Abstract:

Analysing the financial statements of FMCG (Fast Moving Consumer Goods) companies
is like peering into the engine room of a high-speed train. It reveals the financial health and
performance of a company, enabling investors to make informed decisions about its growth potential
and sustainability. By delving into a company's balance sheet, income statement, and cash flow
statement, financial analysts can unlock valuable insights into its profitability, liquidity, and
efficiency, helping to identify risks and opportunities for growth. As the FMCG industry continues
to evolve, financial statement analysis remains an essential tool for investors looking to stay ahead
of the curve.

This research is carried out to analyse the financial health of Dabur, a leading consumer
goods company in India. It helps us reveal financial performance. The tools used in this financial
statement research analysis are comparative balance sheet analysis and Ratio analysis. Financial
statement analysis highlights its sound financial health, prudent financial management, and potential
for future growth.

Keywords: Profitability, liquidity, ratio analysis, Comparative Balance sheet analysis.
Introduction

Dabur is a leading Indian consumer goods company that specializes in Ayurvedic
healthcare products. The company was founded in 1884 and has since grown to become one of the
largest FMCG (Fast Moving Consumer Goods) companies in India.
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Dabur's portfolio includes a wide range of products, such as personal care items,

healthcare supplements, natural foods, and home care products. Its products are based on Ayurvedic
principles and use natural ingredients to promote health and wellness. The company has a strong
presence in India, with manufacturing facilities and distribution networks across the country. It also
has a significant international presence, with operations in over 100 countries.

Dabur is committed to sustainability and corporate social responsibility, and it has
implemented various initiatives to reduce its environmental impact and support the communities it
operates in. Overall, Dabur is a trusted and well-established brand in India and beyond, known for
its high-quality and innovative products.

This research is done to analyse a company's financial health and performance over a
period of time. It helps in identifying trends, strengths, and weaknesses of the company's financial
position, and assists in making informed decisions related to investment, lending, and other financial
matters. Additionally, research on financial statements is crucial for regulatory compliance and
maintaining transparency with stakeholders.

Review of Literature

Dr.Seema Thakur(2019): aimed to analyse the company's financial performance and
evaluate its business strategy. The study utilized various financial metrics and ratios to assess
Dabur's profitability, liquidity, and solvency, as well as its efficiency in managing its assets
and liabilities. The research also explored Dabur's market position and competitive advantage
in the FMCG industry and assessed the effectiveness of the company's marketing and
distribution channels. The research concluded by carrying out only secondary data without
performing secondary data.

Sheela Christina (2011): describes the Financial Performance of Wheels India Ltd.
Secondary data collection method is used for the analytical type of research design. Before
conducting a comprehensive study, validity, and reliability is to be checked for the past five
years and the researcher used this for the purpose of the study.

Gaur Jighyasu (2010): focused on the financial performance measurement of business group
companies with non-metallic mineral products industries of India. This study is based on a
business pool of companies and financial data of non-metallic mineral products industries of
India such as glass, jewellery and gems, cement, refractories ceramic tiles, etc.

Amalendu Bhunia (2010): Examined the financial performance of pharmaceutical
companies, to understand how the management of finance plays a vital role in the growth for
the period of 1997-98 to 2008-09 i.e. to the tune of twelve years.

R.J.Taffler (1982): The paper focussed on forecasting a company's failure in the UK due to
discriminant analysis and financial ratio data and reported on the discriminant model of
operations for the identification of British companies at risk of failure. It also discussed the
results of their application since their development.
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Edward I. Altman (1968): The study analysed the performance of the business enterprise

through the ratio analysis method by calculating financial ratios, discriminant analysis, and
the forecast of corporate insolvency.

Objectives of research

> To evaluate the financial performance of the company and identify trends over time.

> To identify key financial ratios that measure the company's liquidity, profitability, and
efficiency.

> To compare the company's financial performance with its industry peers and identify
strengths and weaknesses.

> To evaluate the effectiveness of the company's financial management and accounting
practices.

Problem Statement

Financial statements provide crucial information about a company's financial structure, and
analysing them can help predict the company's future position. However, external factors such
as economic changes, industry competition, and regulations can also affect a company's
financial position. This study combines internal and external factors to analyse Dabur's
financial performance using Key Performance Indicators. The insights gained can be used to
identify trends, strengths, and weaknesses, enabling Dabur to improve its performance in the
competitive industry.

Research Methodology

> The research method employed in this study involves collecting primary and secondary
data to analyse the financial stability of a company. Primary data was collected through
surveys conducted with potential customers of the company. The survey questions were
designed to gather data on their attitudes towards the company's financial stability and
how it influences their purchasing decisions. This data was then analysed to identify
trends and patterns in customer behaviour and preferences.

> Secondary data, on the other hand, was collected from the annual reports of the
organization from its official website. The annual reports provide valuable information
on the company's financial performance over the years. The data collected from the
annual reports were then used to conduct a comparative balance sheet analysis and ratio
analysis. These tools were used to identify trends in the company's financial
performance, highlight areas of strength and weakness, and assess the overall financial
health of the organization.

> By combining both primary and secondary data, this research provides valuable insights
into the financial stability of the company, which can help the management team make
informed decisions to improve the company's performance in the industry. The survey
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responses offer valuable feedback from customers, providing insight into how the

company's financial stability influences their purchasing decisions. The comparative
balance sheet and ratio analysis provide an in-depth assessment of the company's
financial performance, offering a comprehensive overview of the organization's
financial health.

Research analysis and interpretations:

Comparative Balance Sheet Analysis:

------------------------ [ I e

2021 2022 Absolute Percentage
Difference (in %)

Total Current Assets | 2829.99 2634.16 195.83 6.91

Fixed Assets 1312.07 1527.48 215.41 16.41

Total Non-Current|4674.17 5957.84 1283.67 27.46

Assets

Total Assets 7504.16 8592.00 1087.84 14.49

Total Current | 2036.40 2307.83 271.43 13.328

liabilities

Total Share Capital |176.74 176.79 0.05 0.02

Total Reserves and|5214.48 5687.08 472.6 9.06

surplus

Total Shareholder’s | 5391.22 5863.87 472.65 8.76

funds

Total Non-Current|76.54 420.30 343.76 449.12

Liabilities

Total Capital and|7504.16 8592.00 1087.84 14.49

Liabilities

Overall current assets have declined by 6.91%, indicating that the company will need to find
alternative sources of funding for its operations. This suggests that there is a difficulty in turning
assets into cash. The company has effectively used investments in fixed assets to produce sales, as
evidenced by the increase in fixed assets of 16.41% from 2021 to 2022. This has a significant impact
on the increase in non-current assets of 27.46%. A rise in current liabilities also suggests that the
business is using credit to pay for more products or services than it is actually buying. An increase
in non-current liabilities is a source of capital that shows the company is receiving cash inflow. A
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funding source that shows cash input into the business is an increase in non-current liabilities. By

making businesses more productive and efficient, the company can boost worker productivity by a
tiny difference of 0.02% in capital. In general, the business owes more than it is worth.

Profitability Ratios:

Ratios 2018 2019 2020 2021 2022
ROCE(%) 31.23 37.36 32.58 30.42 30.03
Earning Retention | 56.10 -26.31 51.37 57.16 32.15
Ratio(%)
Operating 22.79 21.83 21.61 20.9 20.7
Margin(%)
Net Profit | 17.57 16.97 16.67 17.76 16.01
Margin(%)

ROCE increased between 2018 and 2019, but it decreased between 2020 and 2021, indicating that a
higher portion of profits can be reinvested back into the business for the benefit of shareholders. A
low Earnings Retention ratio means the business is borrowing money to pay dividends to
shareholders. There is a decline in net profit margin from 2018 to 2020, however, in 2021, the net
profit margin rises by 1.09%. A persistent decline in operating margin is a sign that the company is
making less money from sales.

Activity Ratios:

Ratios 2018 2019 2020 2021 2022
Asset Turnover Ratio | 1,32 1.46 1.44 1.40 1.37
Inventory 3.16 3.15 3.18 2.87 2.74
Turnover Ratio

The asset turnover ratio shows that there is no variation in the effective use of assets on the
production of sales from 2018 to 2019, but from 2019 on, there is a reduction in the asset turnover
ratio. The inventory turnover ratio gradually goes down, indicating that sales have decreased and

that there are fewer sales and replacements of goods.

Liquidity Ratios(Short-term Solvency):

Ratios 2018 2019 2020 2021 2022
Current 1.41 1.35 1.98 1.63 1.30
Ratio(short-term)
Quick 0.900 0.860 1.420 1.04 0.72
Ratio(short-term)
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0.14 0.1 0.07 0.12

Debt to Equity
Ratio(Solvency)

0.18

The company's current and quick ratios have experienced fluctuations. The decline in the current
ratio, from 1.41 to 1.35 and 1.63 to 1.30, suggests that the company is having difficulty meeting its
short-term financial obligations. This has led to an increase in the company's debt. Additionally, in
2022, the quick ratio fell below 1, indicating that the company does not have enough liquid assets to
fully cover its current liabilities in a short amount of time. However, the table indicates that the
company's debt-to-equity ratio is less than 1, which suggests that the company is capable of paying
off its debts and has a satisfactory financial performance as its debts are less than its assets.

Coverage Ratios:

Ratios 2018 2019 2020 2021 2022
Interest  Coverage | 69.08 55.10 86.02 200.86 111.16
Ratio(%)

Interest  Coverage | 50.64 43.43 66.92 152.19 77.75
Ratio(post-tax)(%)

The Interest coverage ratio has decreased from 2018 to 2019, but there has been a significant increase
in the ratio from 55.10% to 200.86% in the subsequent year. This suggests that the company's
financial health is strong, and it is capable of fulfilling all its interest obligations.

Profit & Loss:

--------------------------- IN CrOr@------mmm oo
2018 2019 2020 2021 2022
Total Revenue | 5875.52 6547.93 6586.70 7461.38 8521.05
Total 4487.85 5044.58 5078.23 5778.07 6624.74
EXxpenses
Profit/Loss 1373.13 1503.35 1408.47 1683.31 1,896.31
before Tax
Tax 301.08 239.06 238.12 301.42 463.38
Profit/Loss for | 1072.05 1264.29 1170.35 1381.89 1432.93
the period
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The profit and loss statement provides an overview of the company's total revenue and expenses over
a five-year period, from 2018 to 2022. During this time, there has been a steady increase in revenue,
which suggests that the business has been successful in generating income. However, as revenue has
increased, expenses have also risen, resulting in an equal increase in both profit and loss. Although
there has been a fluctuation in the company's profit/loss over the five-year period, with an increase
in profit/loss from 2018 to 2019, followed by a decrease from 2019 to 2020, there are factors that
help explain these changes. One such factor is an increase in the tax rate over the years, which has
had an impact on the company's profit/loss. In addition, the expenses incurred in 2020 were higher
than those incurred in 2019, which has also contributed to the decline in profit/loss in that year.

Findings:

IJNRD2304100
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There has been a decline of 6.91% in overall current assets, which suggests that the
company may need to seek alternative sources of funding to support its operations.
The increase in fixed assets by 16.41% from 2021 to 2022 indicates that the company
has effectively used investments in fixed assets to generate sales, resulting in a
significant increase in non-current assets of 27.46%.

An increase in current liabilities indicates that the company is using credit to pay for
more products or services than it is actually buying.

An increase in non-current liabilities shows that the company is receiving cash inflow
as a source of capital.

By making the business more productive and efficient, the company has been able to
boost worker productivity by a slight difference of 0.02% in capital.

Overall, the company owes more than it is worth, which suggests that there may be
challenges in managing its debt and financial obligations.

The ROCE (Return on Capital Employed) increased between 2018 and 2019, which
suggests that a higher portion of profits can be reinvested back into the business for the
benefit of shareholders. However, it decreased between 2020 and 2021, which may
indicate that the company is not generating as much profit from its capital investments.
A low Earnings Retention ratio suggests that the business is borrowing money to pay
dividends to shareholders, which could indicate that the company is not using its profits
effectively to grow the business.

There is a decline in net profit margin from 2018 to 2020, which may indicate that the
company is facing challenges in controlling its costs or generating revenue. However,
in 2021, the net profit margin increased by 1.09%, which could suggest that the
company has implemented measures to improve its profitability.

A persistent decline in operating margin could indicate that the company is making less
money from sales, which could be due to various factors such as increasing costs or
decreasing demand for its products or services.

The asset turnover ratio shows no variation in the effective use of assets on the
production of sales from 2018 to 2019, which indicates that the company was able to
maintain a consistent level of sales with its assets. However, from 2019 onwards, there
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Is a reduction in the asset turnover ratio, which suggests that the company is not

generating as much revenue from its assets as it used to.

> The inventory turnover ratio gradually goes down, which indicates that sales have
decreased and that there are fewer sales and replacements of goods. This could be due
to various factors such as decreased demand, increased competition, or inefficiencies in
the supply chain. A low inventory turnover ratio could also lead to an increase in
inventory holding costs and a decrease in profitability.

> The company's current and quick ratios have fluctuated over time, with a decline in both
ratios indicating difficulty in meeting short-term financial obligations.

> The decline in current ratios has resulted in an increase in the company's debt, which
may negatively impact the company's financial health.

> The quick ratio falling below 1 in 2022 suggests that the company may not have enough
liquid assets to cover its current liabilities in a short amount of time.

> Despite these fluctuations, the company's debt-to-equity ratio is less than 1, indicating
that the company has the ability to pay off its debts and has a satisfactory financial
performance as its debts are less than its assets.

> The company's Interest coverage ratio decreased from 2018 to 2019, indicating that it
may have had difficulty meeting its interest payments during that period.

> However, there was a significant increase in the Interest coverage ratio from 2019 to
the subsequent year (2020), which suggests that the company's financial health
improved and it is now able to fulfill all of its interest obligations.

> The substantial increase in the ratio from 55.10% to 200.86% indicates that the company
has a strong ability to meet its interest payments, which can be seen as a positive sign
for investors and lenders.

> The revenue has been steadily increasing over the period from 2018 to 2022, indicating
the success of the business in generating income.

> There has been an equal increase in both profit and loss as expenses have also increased
with revenue.

> Fluctuations in profit/loss have been observed, with an increase in profit/loss from 2018

to 2019 followed by a decrease from 2019 to 2020.

An increase in the tax rate over the years has impacted the company's profit/loss.

The expenses incurred in 2020 were higher than those incurred in 2019, which also

contributed to the decline in profit/loss in that year.

vy

Recommendations(Suggestions)
The company put forth certain points to focus more on:

> The increase in Profitability as the ROCE, Earning ratio, and Net profit margin has been
gradually decreasing over the years.

> The operating activities as the company’s operating margin decreased over the years.

> determining how quickly a company can convert the assets and use them for meeting
the dues that arise.
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Limitations

> Financial Statement analysis is done only for 5 years due to time constraints.

> This research faces difficulty in comparing financial statements of companies operating
in different countries due to differences in accounting standards, financial reporting
requirements, and legal regulations

Conclusion

The present study endeavours to discern the individual financial ratios that have a bearing on
the profitability and financial well-being of Dabur. While the study found that Dabur has
maintained good financial performance, it suggested that focusing on operating activity could
enhance profitability. The study highlighted the importance of activity ratios and
recommended optimizing the usage and increase of fixed assets by increasing the turnover of
component elements, such as inventories. Overall, the study suggests that effective resource
management and operational efficiency can potentially enhance Dabur's financial health and
profitability.
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