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Type

Traded as

ISIN

Industry
Founded
Headquarters
Area served

Products

|
'Services

Public

e BSE: 500477

 NSE: ASHOKLLY
INE20SA01029
Automolive
7 September 1948
Chennai, Tamil Nadu, India
Worldwide

¢ Automobile
e Commercial vehicles

» Engines

Vehicle financing

Company History

Ashok Leyland Ltd is the 2nd largest manufacturer of commercial vehicles in India the 4th
largest manufacturer of buses in the world and the 12th largest manufacturer of trucks globally.
The company's products include buses trucks engines defence and special wehicles. From 18
seaters to 82 seaters double-decker buses from 7.5 ton to 49 ton in haulage vehicles from
numecrous special application vehicles to diesel engines for industrial marine and genset
applications Ashok Leyland offers a range of products. The company is the flagship of the
Hinduja Group. Headquartered in Chennai India Ashok Leyland's manufacturing footprint
spreads across the globe with 9 plants; including one each at Great Britain and Ras Al Khaimah
(UAE). The company's Joint Venture partners include John Deere (USA) for Construction
Equipment Continental AG (Germany) for Automotive Infotronics and the Alteams Group for

the manufacture of high-press die-casting extruded aluminium components for the automotive

and telecommunications sectors.

Ashok Leyland Ltd was incorporated in the year 1948 with the name Ashok Motors. The

companx was set up in collaboration with Austin Motor Company England for the assembly

of Austin cars.

In The year 1949 they commenced production at the factory situated at Ennore south of Madras.
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Gross Block 9224 52 7304 .52 6719.9] 5715.78 520733
() Ace. Depreciation 242095 169001 117094 74497 415.35
Net Block

680357 S61451 554797 4070.8) 4791.99
Capital Work in Progregs 59404 65762 422.04 205.86 75.86
Investmems

2719.63 20636.50 5606.67 2878.86 1980.44

Inventorieg

1238.00 2684.67 1758.33 2631.03 1625.01

Sundry Debtors

1179.82 2505.53 944.78 1064.39 1250.95

Cash and Bank

1322 .47 1373.59 1042.16 911.97 1593.13
Loans and Advances 2531.98 2751.98 2013.84 1377.16 1456.38
Total Current Assets 6272.27 9315.7’; 575911 5984.55 5925.47
Current Liabilities 5255.25 8441.17 841477 5918.18 5208.70
Provisions 805.54 1052.40 1063.53 650.86 311.86

Total Current Liabilities

6060.79 9493.57 9478.30 6569.04 5520.56

NET CURRENT ASSETS 211.48 -177.80 -3719.19 -584.50 404.91

Misc. Expenses .00 .00 .00 .00 .00

TOTAL ASSETS(A+B+C+D+E) 10328.82

8730.83 7858.09

7471.03 7253.19

Financial Ratio

——

. 2017 ! 2016
Currentﬁ?ti:)

Formula- Current Assets/Current Liabilities
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QuiskRatio e —

089  |0.69 0.42 0.51 0.77
Formula- Quick Assets/Current Liabilities
Debt-Equity Ratio I 1018 0.03 | 0.07 0.18 0.33
Formula- Long Term Dept/ Sharcholders Fund |
‘Assets Turnover Ratio - | 83 3.50) 3.44 2.74 2.53
Formula- Net Sales/Total Assets
Fixed Assets Ratio I loss | 046 0.65 0.56 | 0.52
Formula- Long Term Funds/Fixed assets
 Inventory Turnover Ratio 1169 3.33 1515 | 8.15 12.30
Formula- Cost of Coods Sold/ Average Stock
Debtors Turnover Ratio 10.64 17.27 | 25.13 18.21 16.28
Formula- Net Credit Sales/Average Debtors
Gross Profit Ratio (%) 2.88 8.65 897|836 |932
Formula- Gross Profit/Net Sales
Net Profit Ratio (%) 137 6.82 6.51 6.07 |2.05

Formula- Net Profit/Net Sales

Ratio Analysis

Current Ratio

Meaning- The ratio reveals the relationship between current assets and current liabilities. This

ratio also reveals that how efficiently the working capital of the firm is used.

2020

2019

1.03

0.98

Interpretation- Generally the standard ratio for the concern is 2:1 i.e., current assets should

be twice of the current liabilities. If the ratio is 2 it means that the concern to profitably manage

the current assets but if the ratio is less than 2, it indicates that the concern has difficulty in

meeting its current obligations. In year 2020, this ratio was 1.03 which is more than the standard

and in 2019, it is 0.98 that is it further increased by 0.05. From the creditor point of view this

ratio is satisfactory because there is sufficient amount or cash, their amount can be paid in time.

This ratio is also satistactory from the point of view of banks and other finaneial institutes who
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there has been ineredse :
case m the investment in working capital from 2018-19 (o 2019-2020 bul

CUTTCHEAsSCIS mvestment s e
stment has risen in more than proportion to the current liabilitics.

Quick Ratio

Meaning- The ratio reveals the relationship between quick asscts (current asscets — inventorics)
and current Habilitics. This ratio also reveals the ability of the firm (o convert its current asscts
quickly into cash in order t0 meet its current liabilitics. Current ratio fails to reveal the any
mtortaation regarding the composition of the current assets ol the firm. A rupce of cash is
considered equivalent to a rupee of inventory or receivable, But it is not so. A rupee of cash is
more readily available (i.e., more liquid) to meet current obligation than a rupee of, say,

mventory. But this drawback of current ratio is overcome through the use of quick ratio.

20200 2019

0.89 0.69

Interpretation- Generally the standard ratio for the concern is 1:1 i.c., quick assets should be
equal of the current liabilities, if the ratio is 1 it means that the concern has the ability to meet
its very short term obligations. In year 2019, this ratio was 0.69 which is approximately equal
to the standard and in 2020, it is 0.89, that is it increased by .20. this shows that firm will able
to satisfy its short-term obligations quickly which is good from creditors, financial institutes
and banks point of view. This ratio rises due to increase in debtor and decrease in current
liabilitics both. The company debtors are slightly increased, this is because of slight increase

in the trend of demand.

Debt Equity Ratio

Meaning- The relation between borrowed funds and owner’s fund is measured under this ratio.

This ratio reflects the relative claim of creditors and sharcholders against the assets of the firm.,

Or in other words, it shows the proportion of debt and cquity in financing the assets of the

company.

2020 2019
0.18 0.03

Interpretation- A 1dcal ratio in this industry is

0.50. In 2019, debt equity ratio of the firm was 0.03 and in 2020, it was 0.18 i.e., it has slightly
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mcr.eased_ Higher the ratio better it is from the shareholders point of view because the earning
available to the would increase more than proportionate the increase in the operating profit of
the firm. Whereas lower the ratio better it is for the creditors, because for every |8 paise of the
creditors, the firm has one rupees of owner’s capital. The ratio currently is satisfactory from

both point of view.

Assets Turnover Ratio

Meaning- This ratio indicates that how efficiently and profitably the assets of the firm are used.

2020 2019

1.83 3.50

Interpretation- Higher the ratio better it is because more the ratio more will be the production
of goods in the business which increases profits. Lower the ratio is unfavourable for the
business. Much higher ratio indicates over trading of the business. In the concerned case in
2019 the ratio was 3.50 which further fall to 1.83 in 2020, this shows that the efficiency of the
management of the firm is average and much satisfactory in utilizing the assets. The company

should try to use assets more efficiently and effectively for increasing the production and

reducing the cost.

Fixed Assets Ratio

Meaning- This ratio shows the relationship between long term funds (i.e., both shareholder

funds and long-term debts) and fixed assets.
2020 2019

0.58 0.46

Interpretation- This ratio tells that whether the fixed assets are purchased out of the long-term
funds or liability or not. It is always advisable for the firm to not to purchase the fixed asset out
of working capital. The ideal ratio is less than one. In 2019, this ratio was 0.46 and in 2020 it
was 0.58 which is not satisfactory from point of view of company future. The ratio has slightly

increased due to decrease in the issue of long-term funds is more than prop~rtion to increase in

the purchase of fixed assets.
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Inventory 2020 N
. Toca ——+ - | Turnover Ratio
Meaning- This ratio 10.64

indicates that the stock has been

Interpretation- Hj ratio
1o ot . g . moe i .
gher ratio is good from view point of liquidity. Lower ratio is not desirable

because it signif i ; 5
gnify that the tiventory does not sell fast and stay in the shelf or the warehouse for

a long period. Higher ratio tell that more sales
In 2019 the fi

are being produced by a unit investment in stock.
rm had inventory turnover of 3.33 which is satisfactory but this reduced to 1.69
which should not happen. Sales of the fi
finished

rm has not increased much this year as a result of which
goods in the warehouse and shelf of the firm increased, resulting in high average stock

and approximately the same sales as of last ycar. It leads to fall in the inventory turnover ratio

showing decrease in the managerial efficiency in the firm.

Debtor Turnover Ratio

Meaning- Debtor turnover ratio is calculated to measure the collectability of accounts

receivable and talks about how the credit policy of the company is enforced.

Interpretation- The ratio measures how rapidly receivables are collected. Higher the ratio
better it is because it indicates short time-lag between the credit sales and cash collection. A
low ratio shows that debt is not being collected rapidly. In 2019, the ratio was17.27 times and
in 2020, it was 10.64 times, showing the bad performance of management in regard to

collection of debt. This ratio tells that there are more chances of bad debts.

Gross Profit Ratio
Meaning- Gross margin ratio tells th@ﬁlmg capacity or the gross margin en tradin®
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2020 2019
2.88 8.65

Interpretation- A high ratio s "

_ _ . Sten ol good management as it implies that the cost of
production is relatively low and i

201G o o versa. The gross profit ratio of the company was 8.65%
m 2019 and it fall (o 2.88% in 2020. Though the )

a0 is decreasing which is not good.

Net Profit Ratii

Meaning- The net profj WEN L "
Y net profit margin is indicative of management’s ability to operate the business
with sufficient success . . ; ;
Success not only to recover from revenues of the period, the cost of merchandise,
A AV o > Aratl .
the expenses of oOperating the business, and the cost of borrowed funds, but also to leave a

reasonable compensation to the owner for providing their capital at risks. The net
profit (after interest

margin of

and tax) to sales expresses the cost price effectiveness of the operations.

2020 2019

1.37 6.82

Interpretation- In year 2019, the ratio was 6.82%, and in 2020 it slightly falls to 1.37%. The
reason behind fall in the net profit ratio shows that there has been increase in the operating cost
more than proportionate to the increase in the sales. Operating cost which has affected this ratio
basically consists of financial expenses (interest expenses and cost of issue and others) and

employees’ remuneration and benefits.

Conclusion-

By going through the records of Ashok Leyland Private Ltd. we can find out it’s very huge

company which provides commercial vehicles with world class technology that is relevant,

appropriate and affordable. Tt has diversity in its products and services while maintaining

exceptional quality. ‘
But despite having significant growth in profit in recent years. The 2020

year has not good for the company in terms of performance as it witnessed the enormous drop

in the profit. /

'

By doing she yayio analysis from the record nd out the causes for decline /the

- ichaly rincipal,
Cootdinator 1QA - B G SR G.P P:rwa\ Ar&, Comm &
G. P. PORWAL ARTS, COWi & G.’r‘.?’.."\:"-.‘.'-. Commerce VY.L Suence L F

' : . oshpeiaplviogyidis- e V. V. Salimath 5¢. College
SR SALI‘MATH'S_di jC:Flonege. College, SINDAGL 535128 F N e Callens Code: 5234
SINDGI-58612&:




profit it is due 1o hcrease in e OPCrating cost more g

an proportionate to the increase in the
sales.
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