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Executive Summary

»= textile industry is one of the longest and most complicated industry chains in manufacturing
Zustry. The textile industry is an important industrial sector in the Bangladesh economy, which
~=dominantly consists of SMEs and which currently faces a serious challenge due to the phasing
.t of import quotas, resulting in accelerating textile at all stages of textile production (fibers,
amns. intermediates, articles).In this report we select four textile industry those are Square
cutiles Ltd, Beximco Synthetics Ltd, CMC-KAMAL Textiles Mills Ltd and Sonargaon Textile.
suare Textile is a subsidiary company of Square Group. The company was incorporated as a
nlic limited company. Square is a dynamic and efficient manufacturing company. Beximco

nthetics Limited is a public limited company incorporated in 1994. The company is primarily

:nzaged in the manufacturing and trading of high quality Yarn. CMC-KAMAL Group is one of

=¢ leading industrial and investment group based in Mauritius with operations in a number of

rican and Asian countries. In this report the position of four companies in the stock market has
=0 been discussed. Their Financial position has also been portrayed by different ratios and their

mparison over time. So from the analysis, it can be said that the financial performance of the

o

“Zustry is doing well as increasing the day. But this is not enough. Foreign investment and order

< also depending on the financial condition of the companies that is why the company should

zep their financial condition well along the life period of the company.
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Chapter: 1
Introduction




"0 Introduction

e Industry is one of the important industries that is contributing toward the development of
cconomy and is treated as an important industry in the modern world. While agriculture for
_-mestic consumption is Bangladesh’s largest employment sector, the money gained from
~woorting textiles is the single greatest source of economic growth in Bangladesh. The industry
~molovs about 3 million workers of whom 90% are women. Two non-market factors have
- 2red a crucial role in ensuring the garment sector’s continual success namely (a) quotas under

_1i- Fiber Arrangement] (MFA) in the North American market and (b) preferential market

77% of Bangladesh’s total merchandise exports in 2002. Only 5% of textile factories are
~ed by foreign investors, with most of the production being controlled by local investors. The
~=rment industry in Bangladesh became the main export sector and a major source of foreign
-wchange starting in 1980, and exported about $5 billion USD in 2002. In the 1980s, the RMG
warket started its journey. The Bangladesh textile sector actually grew tremendously after 2004
2 reached an export turnover of US$10.7 billion in FY 2007. Bangladesh's export trade is
~-minated by the RMG industry. The sector currently employs 2.5 million people—about 40%
- total manufacturing (85% of these employees are women)—and accounts for 76% of the
country's export earnings and 10% of its GDP. So Textile industry is one of the most important
~Zustry for Bangladesh in which our total RMG sector depend and that provide great foreign

LTTENCYy.

1.1 Origin of the Report

s a prerequisite for the Bachelorfof Business Administration Degree of East West University, a
“roject Work is required to be completed in a suitable researching area and should be submitted

1 findings. There are 32 companies enlisted under textile industry in Dhaka Stock Exchange.
“mong them four Companies named Square Textiles, Sonargaon Textiles, CMC-Kamal Textile
“Mills. and Beximco Synthetics have been chosen here for analyzing their overall financial
~erformance to explore knowledge in this financial area. Without practical exposure, theory can

wever be fruitful. For this reason, BBA program has been designed in such a way that a student
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= et practical knowledge. The report has been prepared under the counsel of respective

cctinstructor Professor Dr. Tanbir Ahmed Chowdhury.

2 Objectives of the Report:
niectives of the study are as follows:

T'o present an overview of selected textile companies of Bangladesh.

2 Toappraise the financial performance of selected textile companies.
['0 identify the problems of selected textile companies.

- Tosuggest remedial measures for the development of selected companies.

3 Scope of the Report:

- “inancial statement of selected textile companies Square Textiles, Sonargaon Textiles, CMC-
nzl Textile Mills, and Beximco Synthetics are being used to analyze their financial
“ormance. Annual reports from the year 2008-2012 of the selected company have been used
= source of secondary data. So there is an opportunity to learn different aspects of financial

~zriormance which helps to appraise the performance of the textile industry of Bangladesh.

[.4 Methodology of the Report:

~mary data have not been used to prepare the report. All the data that have been used while

cparing the report are from secondary data sources. The necessary data have been collected

-~ m the website and annual reports from the year 2008 to 2012 of each company.
1< data have been used very carefully to make the report as much relevant as possible.

Method Used: For performance analyzing purpose the Common size statement, growth

~creentage and time series analysis method have been used.
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.3 Limitation of the Study:
-¢ limitation of the study is defined by the expensiveness of the facts covered by the study and

~ose that left out. It is observable that almost all studies have some boundaries. During

~eriorming our work, we had to face a number of limitations. These are as follows:

o Privacy of Information: Companies do not want to share all of the information to

everyone. Sometimes they also use false or modify the financial statements to attract the
investors. For this reason the proper analysis is not possible without having direct contact

with the top management.

o Time Limitations: Given time for preparing the report is limited. Within this time it is

impossible to prepare a proper study report.

o Data Collection: Annual report is the main source of data in this study. But, annual

report doesn’t show us the real picture of the financial condition of an organization
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Chapter: 2
Overview of Selected
Companies




2.0 Square Textile Ltd.

Souare steps into the textile sector with establishment of its first unit - Square Textiles Ltd. in

“=7_ A vear later, Square step on to its second unit. In the same premises, Square established its

= unit on 2000. Manufacturing business is cotton yarn. Export oriented business.

“ssion & Objective

¢ To establish ourselves as a one stop source for the Global Knit Apparel market.

e To satisfy and meet customer's expectation by developing and providing products and

service on time, which offer value in terms of Quality, Price, Safety & Environmental

impact.

¢ To assure complete compliance with the international quality standards.

Table 1: Details of Square Textile Ltd.

Established

Paid up Capital
Market Capital
Share Distribution

Trade % of MCAP
o of Securities
Pablic Securities
Public Capital

Last EPS
PE

Market category
source: Stock Bangladesh Limited

Square Textile Ltd.

In 1997

1344M
14920.65M
Director-61.31%
Public-19.88%
Institution-12.42%
Foreign-6.39%
0.5855%
134,420,268

26722749
927M

4.80
16.77
A
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2.1 Beximco Synthetics Ltd.

Se=xmco Synthetics Limited Company is a member of the Beximco Group, was incorporated in

Sarzladesh as a public limited company.It went for public issue of shares and debentures in

#=> and commenced operation in July 1994.The shares of the company are listed in the Dhaka
anc Chittagong Stock Exchange of Bangladesh and the debentures of the company are listed in
e Dhaka Stock Exchange of Bangladesh. The principle activities of the company are
manufacturing of Polyester Filament Yarn namely, Partially Oriented Yarn (POY) and Draw
“ewturized Filament Yarn (DTFY) and sales thereof. The company Employed 408 employees as

" =1 December 2008.

Table 2: Details of Beximco Synthetics Ltd.

RN s e e = s JBeximco Synthetios Lids
Established In 1990
Paid up Capital 867"M
Market Capital 1378.73M
Skare Distribution Director-36.07%

Public-57.68%
Institution-6.23%
Foreign-0.02%

Trade % of MCAP 0.4601%
Mo of Securities 86712359
Public Securities 50015689
Public Capital 243M
Last EPS 0.22

PE ‘ 54.20
Market category A

Semr=e: Stock Bangladesh Limited
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~.2 Sonargaon Textile Ltd.

sonargaon Textiles Ltd. (STL) is basically a spinning project in textile sector. It is the biggest
w=uzile concern in entire South Bengal. STL is 100% export oriented spinning industry. It has
s=ncrated employment opportunity for more than 2,000 workers including the officials of

2 ierent desks. It is a public Limited company listed with Dhaka and Chittagong. Stock

=xchange in the year 1995. It produces cotton yarn of different counts for knitting and weaving.

© s financed by different banks (both Nationalized and Private)

Table 3: Details of Sonargaon Textiles Ltd.

12—:- .
Established
Paid up Capital
Market Capital
Share Distribution

Trade % of MCAP
No of Securities
Public Securities
Public Capital
Last EPS

PE

Market category
searce: Stock Bangladesh Limited

In 1985

265M

452.59M
Director-44.55%
Public-33.93%
Institution-21.49%
Foreign-0.03%
1.3848%
26467056

8980272
37T

-0.52
-24.66
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2.3 CMC-Kamal Textile Mills Ltd. :

Lotas- Kamal Group, a business house involved in a number of business disciplines covering
manufacturing, trading, services and real estate sectors. CMC-Kamal is one of its oldest business
oiant established in 1995. It is a public Limited company with about 900 employees. The

company produces Cotton yarn spinning having 25000 conventional spindies and 2000 open end.

spinning rotors.

Table 4: Details of CMC-Kamal Textile Mills Ltd.

[Name 'CMC-Kamal Textile Mills Ltd.
Established In 1995
Paid up Capital 765M
Market Capital 2111.21M
Share Distribution Director-26.76%

Public-73.24%

Trade % of MCAP 9.5640%
No of Securities 76492968
Public Securities 56023450
Public Capital 66M
Last EPS 1.14
P/E 18.16
Market category A

source: Stock Bangladesh Limited
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Chapter: 3

Collection of Data and
Comparisons over Time




¢+ square Textile Limited

s2¢ Income Statement (2008-2012)

Years Ended December 31

2008 2009 2010 2011 2012
As Reported (in TAKA)
4,417,580,642 5,075,626,120 6,096,627,967 9,391,822,689 8,741,773,216

(3,672,486,432)  (4,308,815,485) (4,960,533,384) (7,942,084,250) (7,375,660,293)

4 745,094,210 766,810,635 1,136,094,583 1,449,738,439  1,366,112,923
pense -92,268,126 -124,704,336 -128,465,638 -181,811,012 -220,435,740
Bacome 652,826,084 642,106,299 1,007,628,945 1,267,927,427  1,145,677,183
¢ 1,076,892 554,007 311,937 673,417 309,079
w7z Interest and Tax 653,902,976 642,660,306 1,007,940,882 1,268,600,844  1,145,986,262
- -203,735,214 184,936,794 -105,175,074 -245,428,390 -112,424,900
e Tax 450,167,762 457,723,512 902,765,808 1,023,172,454  1,033,561,362
XSS -104,500,242 -104,752,129 -189,603,994 -198,341,780 -204,567,605
345,667,520 352,971,383 713,161,814 824,830,674 828,993,757
As % 0f Total Sales
100% 100%- 100% 100% 100%
-83.13 -84.89 -81.37 -84.56 -84.37
t 17% 15% 19% 15% 16%
s -2.089 -2.46 =211 -1.94 -2.52
lzcome 15% 13% 17% 13% 13%
0.024 0.011 0.0051 0.007 0.004
S e Interest and Tax 15% 13% 17% 13% 13%
S -4.61 -3.64° -1.73 -2.61 -1.29
Befiare Tax 10% 9% 15% 10% 12%
Taxes -2.37 -2.06 -3.11 -2.11 -2.34
8% 7% 12% 8% 10%
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ron-size statements are used to standardize financial statement components by expressing
zs percentage of a relevant base. Here balance sheet components are shown as a percentage
2! assets; revenues and expenses are computed as a percentage of total sales and Common-

cztements are used to compare the performance of a single company over time.

= parison over time; Square Textile:

—mon-size Income Statement and Balance Sheet provide such insight. Looking at the

—mon-size Income statement in Exhibit 3-0, we immediately see that:

Square Textile has the lowest cost of goods sold to sales at 81.37% in the year 2010,
whereas in 2009 it was a little bit higher at 84.89%.

2 Square Textile has the lowest operating expense to sales in 2011 at 1.94% and highest
operating expense in 2012 at 2.52%.
Reflecting these differences, Square Textile has the highest income from operation (17%
of Sales) in year 2010 and in year 2009, 2011, 2012 it has lowest income from operations

13% of sales).

- Square Textile has a higher tax rate in year 2010 (3.11% of sales) still in the year Square

has highest net income (12%) as its income before tax was higher (15% of Sales). In the

previous year 2009 Square had lowest Net income (7% of sales).
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3-1. Square Textile Limited
w-~ize Balance Sheet (2008-2012)

Years Ended December 31

2008 2009 2010 2011 2012
As reported (in TAKA)
68,113,333 91,112,895 122,931,848 480,986,146 473,076,464
- 1,600,950,725 1,367,504,190 2,337,729,488 1,902,471,712 1,651,754,805
Sonses 225,261,286 138,163,815 342,870,550 656,428,247 415,642,990
able 2,318,863,152 2,188,554,329  2,793,836,999 3,331,220,012 2,656,903,857
¢ oLssels 4,213,188,496 3,785,335,229 5,597,368,885 6,371,106,117 5,450,698,872
Lasets 2,696,313,904 2,517,420,230 2,431,705,707 2,483,823,461 2,631,811,191
Sssets 6,909,502,400 6,302,755,459  8,029,074,592 8,854,929,578 8,082,510,063
g Debt 1,538,299,272 1,166,471,328 1,903,624,815 1,067,326,206 374,646,949
: 1,590,516,200 1,270,464,545 1,500,362,542 2,205,497,561 1,797,488,294
367,010,877 347,197,146 504,770,622 762,003,152 665,538,745
« Liabilities 3,495,826,349 2,784,133,019 3,908,757,979 4,034,826,919 2,584,353,232
phwliiies 166,125,855 170,482,362 176,909,275 180,036,773 183,459,186
Lasbilities 3,661,952,204 2,954,615,381 4,085,667,254 4,214,863,692 2,767,812,418
Egmly 3,099,349,824 3,346,445,128  3,940,131,862 4,635,087,878 5,308,232,046
_asdites & Equity 6,909,502,400 6,302,755,459 8,029,074,592 8,854,929.578 8,082,510,063
As % of Total Asset
0.99 1.45 1.53 5.43 5.85
= 23.17 21.7 29.12 21.48 20.44
snses 3.26 2.19 427 7.41 5.14
able 33.56 34.72 34.8 37.62 32.87
Lssets 61% 60% 70% 72% 66%
gssets 39% 40% 30% 28% 34%
Lesels 100% 100% 100% 100% 100%
= Debt 22.26 18.5 23.71 12.05 4.64
23.02 20.16 18.69 2491 22.24
5.31 5.51 6.29 8.61 8.23
¢ Liabilities 53% 44% 49% 46% 33%
ties 2.4 2.7 2.2 2.03 2.27
_abilities 55% 47% 51% 48% 35%
Eguiny 45% 53% 49% 52% 65%
_anilities & Equity 100% 100% 100% 100% 100%
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~ _ming to the Balance Sheet, we find that:

Square has the highest inventory in stock in year 2010 at 29.12 % and the lowest in 2012
at 20.44%.

2 Square Textile is strongest financially, as in all five years its current assets exceed its
total liabilities. Total liability is lowest in 2009 (47% of Total asset). Square Textile has
highest current asset in year 2011 (72% of total asset)

Square also has the highest ratio (65%) of equity to total asset in year 2012. Here we can
also see that Square Textile relies more on short-term debt as the ratio of short-term debt
is higher than long term debt.

<. Square has higher accounts receivable in year 2011 (37.62% of total asset).

*. Square has higher accounts payable in the same year 2011 (24.91% of total asset).

5. Square has no deferred income taxes.

= o2 ot 3-2. Beximco SyntheticsLimited
* wmmon-Size Income Statement (2008-2012)

Years Ended December 31

) 2008 2009 2010 2011 2012
As Reported (in TAKA)
932,831,738 792,781,515 1,009,552,138  1,545,017,437 1,426,752,263
S -796,850,257 -665,395,623 -875,855,449  -1,300,156,899 -1,161,418,416
s Profit 135,981,481 127,385,892 133,696,689 244,860,538 265,333,847
= nz Expense -13,325,494 -13,192,070 -15,854,944 -19,587,878 -20,418,704
“werzting Income 122,655,987 114,193,822 117,841,745 225,272,660 244,915,143
s Income 0 0 0 0 0
Swcime Before 122,655,987 114,193,822 117,841,745 225,272,660 244,915,143
‘weerest and Tax
=it Expenses -99,327,085 -94,865,888 -85,649,980 -85,562,149 -139,499,076
“seome before Tax 23,328,902 19,327,934 32,191,765 139,710,511 105,416,067
B -n tor Taxes -4,443,600 -7671986 -4,717,642 -31,534,339 -24,972,385
| et Income 18,885,302 11,655,948 27,474,123 108,176,172 80,443,682
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As % 0f Total Sales

100% 100% 100% 100% 100%
-85.42 -83.93 -86.76 -84.15 -81.40
Profit 15% 16% 13% 16% 19%
© 2z Expense -1.43 -1.66 -1.57 -1.27 -1.43
27122 Income 14% 14% 11% 15% 18%
Ecome 0 0 0 0 0
= Before 14% 14% 1% 15% 18%

«r and Tax
=z Expenses -10.65 -11.97 -8.48 -5.54 -9.78
< before Tax 3% 2% 3% 9% 8%
o for Taxes -0.48 -0.97 -0.47 -2.04 -1.75
Imcome 3% 1% 3% 7% 6%

_omparijson over time; Beximco Synthetics:

- ming to the Income Statement of Beximco Synthetics, we can see:

Beximco Synthetics has the lowest cost of goods sold to sales at 81.40% in the year 2012,
whereas in 2010 it has the highest cost of goods sold at 86.76%.

1. Beximco Synthetics has the lowest operating expense to sales in 2011 at 1.27% and
highest operating expense in 2009 at 1.66%.
Reflecting these differences, Beximco Synthetics has the highest income from operation
(18% of Sales) in year 2012 and in year 2010 it has the lowest income from operations
(11% of sales).

< Beximco Synthetics has a‘higher tax rate in year 2011 (2.04% of sales) still in the year
Beximco has highest net income (7%) as its income before tax was higher (9% of Sales).

In the year 2009 Beximco had lowest Net income (1% of sales).
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it 3-3. Beximco Synthetics Limited 1
mon-Size Balance Sheet (2008-2012)

Years Ended December 31

2008 2009 2010 2011 2012
As reported (in TAKA)
1,768,293 3,876,722 5,231,582 14,693,819 3,277,873
789,637,475 767,296,947 837,904,260 854,468,643 947,588,270
@ Expenses 174,427,665 130,528,834 67,756,450 40,451,219 36,799,733
sceivable 514,401,229 527,839,772 483,382,252 721,835,474 906,582,593
Assets 1,480,234,662 1,429,542,275  1,394,274,544  1,631,449,155  1,894,248,469
gssets 1,508,358,739 1,489,533,171  1,465,424394  1,451,259,573  1,441,076,281
ssets 2,988,593,401 2,919,075446  2,859,698,938  3,082,708,728  3,335,324,750
o Debt 523,967,488 518,709,213 502,915,003 483,959,876 795,394,747
hle 54,984,784 73,826,489 83,324,900 75,948,201 66,103,676
128,286,982 118,125,883 139,857,776 132,490,890 240,956,810
w1 Liabilities 707,239,254 710,661,585 726,097,679 692,398,967  1,102,455,233
§ Lizhilities 263,587,853 178,991,619 118,290,741 266,823,071 28,939,145
Liabilities 970,827,107 889,653,204 844,388,420 959,222,038  1,131,394,378
i Equity 2,017,766,294 2,029,422,242  2,015,310,518  2,123,486,690  2,203,930,372
w Lisbilities & 2 988,593,401 2,919,075,446  2,859,698,938  3,082,708,728  3,335,324,750
As % of Total Asset
0.06 0.13 0.18 0.48 0.10
re 26.42 26.29 29.30 27.72 28.41
s Expenses 5.84 4.47 2.37 1.31 1.10
sceivable 17.21 18.08 16.90 23.42 27.18
eat Assets 50% 49% 49% 53% 57%
e Assets 50% 51% 51% 47% 43%
Mol Assets 100% 100% 100% 100% 100%
B Term Debt 17.53 17.77 17.59 15.70 23.85
£ Pxable 1.84 2.53 2.91 2.46 1.98
4.29 4.05 4.89 4.30 7.22
2=t Liabilities 24% 24% 25% 22% 33%
et 1 iahilities 8.82 6.13 414 866 0.87
© Liabilities 33% 30% 29% 31% 34%
o Equity 67% 70% 71% 69% 66%
@ Liabilities & 100% 100% 100% 100% 100%

i
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term debt is higher than long term debt.

Svnthetics has highest current asset in year 2012 (57% of total asset)

- Beximco has higher accounts receivable in year 2012 (27.18% of total asset).
Beximco has higher accounts payable in year 2010 (2.91% of total asset).

Beximco Synthetics has no deferred income taxes.

< ng at the Common-size Balance Sheet in Exhibit 3-3, we can immediately see that:

Beximco Synthetics has the highest inventory in stock in year 2010 at 29.30% and the
lowest in 2009 at 26.29%.

~ Beximco Synthetics is strongest financially, as in all five years its current assets exceed

its total liabilities. Total liability is lowest in 2010 (29% of Total asset). Beximco

Beximco also has the highest ratio (71%) of equity to total asset in year 2010. Here we

can also see that Beximco Synthetics relies more on short-term debt as the ratio of short-

=8
-

it 3-4. Sonargaon Textile Limited

wmmon-Size Income Statement (2008-2012)

2008

Years Ended December 31

2009

-~

i -~

s Profit

BRET InCOome

“weome Before
“werestand Tax
oot Expenses

S Income

2010 2011 2012
As Reported (in TAKA)

651,097,600 693,496,591 724,013,901 781,963,868 821,574,671

-572,939,213 -596,341,076 -614,271,454  -661,298,258 -714,569,029

78,158,387 97,155,515 109,742,447 120,665,610 107,005,642

peaiing Expense -21,529,382 ¢ -22,441,434 -24,016,856 -25,257,917  -25,296,163
“werating Income 56,629,005 74,714,081 85,725,591 95,407,693 81,709,479
198,442 581,712 251,425 4,487,875 13,760,580

56,827,447 75,295,793 85,977,016 99,895,568 95,470,059

-64,016,716 -62,098,957 -66,439,636 -78,348,972  -85,611,306
‘weome before Tax -7,189,269 13,196,836 19,537,380 21,546,596 9,858,753
*~ =on for Taxes -200,000 -2,821,723 -4,100,500 -5,023,139 -2,746,832
-7,389,269 10,375,113 7 15,436,880 16,523,457 7,111,921
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As % 0f Total Sales

100% 100% 100% 100% 100%

" -88.00 -85.99 -84.84 -84.57 -86.98
Profit 12% 14% 15% 15% 13%
=2 Expense -3.31 -3.24 332 -3.23 -3.08
sing Income 9% 11% 12% 12% 10%
pCOme 0.03 0.08 0.03 0.57 1.67

¢ Before 9% 11% 12% 13% 12%

<t and Tax

. Lxpenses -9.83 -8.95 -9.18 -10.02 -10.42
< before Tax -1% 2% 2% 3% 2%

- oo for Taxes -0.03 -0.41 -0.57 -0.64 -0.33
lacome -1% 2% 1% 2% 2%

_omparison over time:; Sonargaon Textile:

- _ming to the Income Statement of Sonargaon Textile, we can see:

Sonargaon Textile has the lowest cost of goods sold to sales at 84.57% in the year 2011,
whereas in 2008 it has the highest cost of goods sold at 87.99%.

2. Sonargaon Textile has the lowest operating expense to sales in 2012 at 3.08% and highest

operating expense in 2010 at 3.32%. Here we can also observe that the expenses are not
varying too much, its growth rate is around 2-3%
Reflecting these differences, Sonargaon Textile has the highest income from operation
112% of Sales) in year 2010 and 2012, and in year 2008 it has the lowest income from
operations( 9% of sales). So our observation says that income of this company is growing
gradually.

- Sonargaon Textile has a higher tax rate in year 2011 (0.64% of sales). The company’s net
income on sales is near 1-2%. Because they are paying more interests. The highest

interest expense that the company faced is 10.42% on sales in year 2012.

15| Page




wn-Size Balance Sheet (2008-2012)

2008

Years Ended December 31

2009 2010 2011 2012
As reported (in TAKA)
2,783,732 1,796,564 632,577 3,129,830 519,340

s 487,325,468 450,906,860 486,266,658 759,871,855 807,615,858

. Supenses 40,597,087 40,595,964 9,082,845 118149876 68,398,343
Seccivable 14,645,426 64,106,736 70,761,406 26,161,824 30,523,807
=1 Assets 545,351,713 557,406,124 566,743,486 907,313,385 907,057,348
Sssets 515,143,773 480,478,403  1,059,223,650  1,052,438,559 994,632,571
Lssets 1,060,495,486  1,037,884,527  1,625,967,136  1,959,751,944 1,901,689,919
o Debt 273,742,273 308,489,077 223,266,676 300,346,689 233,496,256

P Paable 250,399,967 134,942,100 190,139,987 288,030,993 212,613,525

31,793,971 98,957,729 47,657,473 66,422,303 22,904,813

—.at Liabilities 555,936,211 542,388,906 461,064,136 654,799,985 469,014,594
_ahilities 352,810,544 338,331,777 384,482,001 344,327,504 519,468,227

' Liabilities 908,746,755 880,720,683 845,546,137 999,127,480 988,482,821
£ quity 151,748,731 157,163,844 780,420,999 960,624,456 913,207,098
- Liabilities & 4 460 495,486 1,037,884,527  1,625,967,136  1,959,751,945 1,901,689,919

A

L= Expenses
\ Szceivable
cn1 Assets

- Assets
T2rm Debt

- _izbilities
wa Liabilities

- Equity

' Liabilities &

=4

As % of Total Asset

0.26 0.17 0.04 0.16 0.03
45.95 43.44 29.91 38.77 42.47
3.83 391 0.56 6.03 3.60
1.38 6.18 4.35 1.33 1.61
51% 54% 35% 46% 48%
49% 46% 65% 54% 52%
100% 100% 100% 100% 100%
25.81 29.72 13.73 15.33 12.28
23.61 13.00 11.69 14.70 11.18
3.00 9.53 2.93 3.39 1.20
52% 52% 28% 33% 25%
33.27 32.60 23.65 17.57 27.32
85% 85% 52% 51% 52%
15% 15% 48% 49% 48%
100% 100% 100% 100% 100%
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term debt is higher than short-term debt.

it is gradually decreasing over time.

has highest current asset in year 2009 (54% of total asset)

_wwing at the Common-size Balance Sheet in Exhibit 3-5, we can imimediately see that:

~it 3-6.CMC-KAMAL Textile Mills Limited
wmmon-Size Income Statement (2008-2012)

Sonargaon Textile has the highest inventory in stock in year 2008 at 45.95% and the
lowest in 2010 at 29.91%.
2. Sonargaon Textile is not financially strong, as in all five years its total liabilities exceed

its current assets. Total liability is lowest in 2011 (51% of Total asset). Sonargaon Textile

Sonargaon also has the highest ratio (49%) of equity to total asset in year 2011. Here we

can also see that Sonargaon Textile relies more on long-term debt as the ratio of long-

<. Accounts receivable of Sonargaon Textile is increased in 2009 from 1.38% to 6.18% of
total asset. It has the lowest accounts receivable in year 2011 (1.33% On total assets)

3. Sonargaon Textile has higher accounts payable in year 2008 (23.61% of total asset) then

Years Ended December 31

2008 2009 2010 2011 2012
As Reported (in TAKA)

162,999,801 207,453,709 434207010 468240190 513,181,307

GS 145841375 -177,912,560 ©  -366,068.421  -400,161,495 -418,572,526
s Profit 17,158,426 29,541,149 68,138,589 68,078,695 94,608,781
L eewing Expense -8,752.599 " -8,687,458 110,295754  -18,534705  -15,523,997
Bperating Income 8,405,827 20,853,691 57.842,835 49,543,990 79,084,784
B bcome 270,132 1,156,989 4,015,658 42,966,464 67,677,086
: ?j\Bef"re Interest g (75959 22,010,680 61,858,493 92,510,454 146,761,870
. Expenses 222,608,912 1,662,634 - -19010817  -21,794,871 23,592,424
B before Tax -13,932,953 20,348,046 42,847,676 70,715,583 123,169,446
Mo for Taxes -19.163.711 13,052,207 -6,427.151 9818619  -18,450,934
Ner Income -33,096,664 17,295,839 36,420,525 60,896,964 104,718,512
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As % 0f Total Sales

100% 100% 100% 100% 100%

S -89.47 -85.76 -84.31 -85.46 -81.56
Profit 11% 14% 16% 15% 18%
w -z Expense -5.37 -4.19 -2.37 -3.96 -3.03
=ng Income 6% 10% 14% 11% 15%
mcome 0.17 0.56 0.92 9.18 13.19
THB“"”’ Interest 6% 11% 15% 20% 28%
© Sapenses -13.87 -0.80 -4.38 -4.65 -4.60
before Tax -8% 10% 11% 16% 23%
oo for Taxes -11.76 -1.47 -1.48 -2.10 -3.60
Imcome -20% 9% 10% 14% 19%

_omparison over time; CMC-KAMAL Textile Mills:

~ _ming to the Income Statement of CMC-KAMAL Textile, we can see:

CMC-KAMAL Textile has the lowest cost of goods sold to sales at 81.56% in the year
2012, whereas in 2008 it has the highest cost of goods sold at 89.47%.

An examinations of the components indicates that the increased profitability (relative to
sales) is primarily due efficiencies in cost of goods sold. As a percentage of sales, COGS
decreased from 89% to 84% of sales in 2010-as a result gross profit increased from 11%
to 16% of sales in year 2010.

CMC-KAMAL Textile ha§ the lowest operating expense to sales in 2010 at 2.37% and
highest operating expense in 2008 at 5.37%.

Reflecting these differences, CMC-KAMAL Textile has the highest income from
operation (15% of Sales) in year 2012 and in year 2008 it has the lowest income from
operations( 6% of sales). So our observation séys that income of this company is growing
gradually.

CMC-KAMAL Textile has a higher tax rate in year 2008 (11.76% of sales). It has the
highest net income in year 2012 (20% of sales)
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2t 3-7. CMC-KAMAL Textile Mills Limited
mon-Size Balance Sheet (2008-2012)

Years Ended December 31

2008 2009 2010 2011 2012
As reported (in TAKA)
827,623 6,049,751 14,199,236 639,240,226 368,505,501
ries 62,968,100 81,337,627 95,299,788 135,692,738 152,830,922
+ - Expenses 6,183,324 59,971,654 20,163,159 7,621,772 28,467,573
S oocivable 4,538,333 10,182,282 26,222,248 7,865,104 0
a1 Assets 74,517,380 157,541,314 155,884,431 790,419,840 549,803,996
yssets 403,268,706 370,497,374 797,417,772 850,392,682  1,094,290,573
- assets 477,786,086 528,038,688 953,302,203  1,644,251,414  1,644,094,569
“2rm Debt 57,088,968 99,337,798 123,733,664 124,286,120 124,969,374
Pavable 15,309,065 9,061,527 8,661,822 11,734,810 0
10,516,622 118,788,427 101,864,855 65,014,342 26,523,080
~eat Liabilities 82,914,655 227,187,752 234,260,341 201,035,272 151,492,454
L zhilities 222,871,431 102,252,950 58,476,580 70,846,614 18,952,967
Liabilities 305,786,086 329,440,702 292,736,921 271,881,886 170,445,421
£ quity 172,000,000 198,597,986 660,565,182  1,372,369,528  1,473,649,148
« Liabilities & 477,786,086 528,038,688 953,302,103  1,644,251,414  1,644,094,569
As % of Total Asset
0.17 1.15 1.49 38.88 22.41
ries 13.18 15.40 10.00 8.25 9.30
= Z Expenses 1.29 11.36 2.12 0.46 1.73
“=ceivable 0.95 1.93 2.75 0.48 0.00
at Assets 16% 30% 16% 48% 33%
£ Assets 84% 70% 84% 52% 67%
Assets 100% 100% 100% 100% 100%
~ Term Debt 11.95 18.81 12.98 7.56 7.60
avzble 3.20 1.72 0.91 0.71 0.00
- 2.20 22.50 10.69 3.95 1.61
wrrent Liabilities 17% 43% 25% 12% 9%
- Liabilities 46.65 19.36 6.13 4.31 1.15
wal Liabilities 64% 62% 31% 16% 10%
sl Equity 36% 38% 69% 84% 90%
vl Liabilities & 100% 100% 100% 100% 100%

Iy
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~ing at the Common-size Balance Sheet in Exhibit 3-7, we can immediately see that:

. CMC-KAMAL Textile has the highest inventory in stock in year 2009 at 15.40% and the
lowest in 2011 at 8.25%.
CMC-KAMAL Textile is becoming financially strong, as in year 2011, 2012 its current
assets exceed its total liabilities. Total liability is lowest in 2012 (10% of Total asset).
CMC-KAMAL Textile has highest current asset in year 2011 (48% of total asset)
CMC-KAMAL also has the highest ratio (90%) of equity to total asset in year 2012. Here
we can also see that CMC-KAMAL Textile currently relies more on short-term debt as
the ratio of short-term debt is higher than long-term debt in the current years.
CMC-KAMAL Textile has higher accounts receivable in year 2010 (2.75%o0f total asset).
CMC-KAMAL Textile has higher accounts payable in year 2008 (3.20% of total asset)
then it is gradually decreasing over time. And in 2012 the company has 0% accounts

payable of total assets.
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Chapter: 4

Square Textile’s
Performance Analysis




% =is Chapter the performance of Square Textile has been analyzed by calculating Activity,
_wawdity, Solvency and Profitability ratios by collecting information from their annual report
CDNE-2012).

A Activity Ratios: Activity ratios describe the relationship between the firm’s level of

operations (usually defined as sales) and the assets needed to sustain operating activities.
The higher the ratio, the more efficient the firm’s operations, as relatively fewer assets are

required to support a given level of operations (sales).

1) Inventory Turnover Ratio

Table 1: Inventory turnover

2008 2009 2010 2011

2012

Sold 3,672,486,432 4,308,815,485 4,960,533,384 | 7,942,084,250 | 7,375,660,293 |

1,600,950,725 1,367,504,190 2,337,729,488 1,902,471,712 | 1,651,754,805

=wrnover Ratio 2.29 3.15 2.12 417

4.47

Rate (%) - 37.36 -32.66 96.74

6.96

Swwrcz: Annual Report of Square Textile Limited (2008-2012)

Inventory Turnover Ratio

5.00 150

4.00 100

3.00

2.00 >0

1.00 ‘ 0 Ratio

0.00 -50 Growth Rate (%)

2008 2009 2010 2011 2012

Year

=wentory turnover ratio measures the number of times inventory has been turned over in a year.
This in turn means higher the ratio better it is for the company. Higher ratio means inventory

Zoes not remain in stock for long, it is sold quickly. Though the Company’s inventory turnover
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=0 s low, but it is increasing over the year from 2008 to 2012. Sa we can easily understand
St Square textile has tried to manage their inventory turnover process in an efficient way, so

S they can quickly sell the finished goods without remaining the inventory in the warehouse.

sverage Number of day's inventory in stock:

Table 2: Average Number of day's inventory in stock

Year 2008 | 2000| 2010 2011| 2012
Inventory turnover Ratio 2.29 3.15 2.12 4,17 4.47
No of Days 159 116 172 87 82
Growth Rate (%) - -27.20 48.49 -49.17 -6.51

Source: Annual Report of Square Textile Limited (2008-2012)

Average No of Days Inventory in
stock

50 No of Days

0 Growth Rate (%)
-50 2008 2009 2010 2011 2012

Year

“he impact of lower inventory turnover ratio reflects in average number of day’s inventory in
zock. Lower the ratio better. According to the data in 2008 it is higher, due to lower inventory
wrnover ratio, but over the time it is decreasing, due to increasing inventory turnover ratio. i.e.
wooroximately 159 days in 2008 the highest and in 2012 it is 82 days the lowest. So over the time

¢y became efficient to manage frequent inventory movement and completing production

=rocess quickly, as well as selling the goods quickly.
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Receivable Turnover Ratio

Table 3: Receivable Turnover

2008 2009 2010 2011 2012

4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 8,741,773,216

2,318,863,152 | 2,188,554,329 | 2,793,836,999 | 3,331,220,012 2,656,903,857

Turnover Ratio 1.91 2.32 2.18 2.82 3.29

= (%) - 21.74 -5.91 29.20 16.70

= Annual Report of Square Textile Limited (2008-2012)

Receivable Turnover Ratio

3.50 35
3.00 30
2.50 25
’ 20
2.00 15 .
150 10 Ratio
1.00 (5) Growth Rate (%)
0.50 -5
0.00 -10

2008 2009 2010 2011 2012

"he receivable turnover ratio is same as the inventory turnover ratio. It measures how frequently
=ceivables are turned over in a year. Higher this ratio is better. The graph shows that in 2008 it
oo lected its cash inefficiently and maintained a liberal cash collection policy but there has been
mcrease in coming years which makes it easy to conduct operation. In 2012 Square textile has

e highest Accounts receivable turnover which is 0f value 3.29.
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sserage Number of day's receivable outstanding: R

Table 4: Average Number of day's receivable outstanding

| Year 2008 2009 2010| 2011 | 2012

! Receivable

| Turnover 191} 232 | 2.18 2.82 3.29 |

' No of Days 192 157 167 129 111
Growth Rate (%) - -17.86 6.28 | -22.60| -14.31

Source: Annual Report of Square Textile Limited (2008-2012)

Average No of Days Receivable
Outstanding

250
200
150

100 No of Days
Growth Rate (%)

-50 2008 2009 2010 2011 2012
Year

_ower the average number of day’s receivable outstanding, better it is for the firm. Which
=2 icate receivable is collected quickly. In 2012, average number of days receivable outstanding
wzs approximately 111 days which is the lowest and the best achieved in five years. This means
= 2012 the company takes 111 days on an average to complete one receivable turnover process

= from sale of goods to collection of receivables. The highest number of days to complete one
=ceivable turnover process was approximately 192 days in 2008. It means the firm required

=Zdays to collect the receivables after sale of goods.
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3) Payable Turnover

Table 5: Payable Turnover

2008 2009 2010 2011 2012

3,672,486,432 4,308,815,485 4,960,533,384 | 7,942,084,250 | 7,375,660,293

= Inventory 0 -233,446,535 970,225,298 | -435,257,776 | -250,716,907
1,590,516,200 1,270,464,545 1,500,362,542 | 2,205,497,561 | 1,797,488,294

Tarnover ratio 2.31 3.21 3.95 3.40 3.96
Rate (%) - 38.93 23.23 -13.89 16.46

Sewrse- Annual Report of Square Textite Limited (2008-2012)

5.00
4.00
3.00
2.00
1.00
0.00

Payable Turnover Ratio

q .

2010

Year

50
40
30
20

s Ratio

Growth Rate (%)

_wz the inventory turnover ratio, payable turnover ratio measures how frequently the payables

= turned over in a year. Lower the ratio better it is for the firm. In five years scenario, at the

wecnning 5 years the firm has lower long term debt. Which indicates the firm’s solvency

megarding conduct the firm’s operation. But in 2012 the company has the highest payable

er ratio which is 3.96.
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Seerage Number of day's payable outstanding:

Table 6: Average Number of day's payable outstanding

Year 2008 2009 2010 2011 2012
*sw=ble Turnover 2.31 3.21 3.95 3.40 3.96
- e of Days 158 114 92 107 92
_Sowth Rate (%) - -28 -19 16 -14
“wwr==- Annual Report of Square Textile Limited (2008-2012)
Average No of Days Payable
Outstanding
200
150
100
No of Days
50 Growth Rate (%)
0
2008 2009 2010 2012
-50

Year

= czse of average number of day’s payables outstanding reflects the number of days needed to

wumplete on payable turnover process. In 2008, the ratio was the highest with 158 days to

swmplete one payable turnover process, which is sufficient to get more time to pay the payable

wni zet more time to use-it. In 2012 the no of days are lowest of value 92.
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4 Total Asset Turnover Ratio

Table 7: Total Asset Turnover

2008 2009 2010 2011 2012
4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 | 8,741,773,216
6,909,502,400 | 6,302,755,459 | 8,029,074,592 | 8,854,929,578 | 8,082,510,063

‘Asset turnover Ratio 0.64 0.81 0.76 1.06 1.08
rate (%) - 25.96 -5.71 39.68 1.97

1.20
1.00
0.80
0.60
0.40
0.20
0.00

2008

sz Annual Report of Square Textile Limited (2008-2012)

Total Asset Turnover Ratio

2009 2010

Year

2011

100%
80%
60%
40%
20%
0%
-20%
-40%
-60%
-80%
-100%

2012

Ratios

Growth rate (%)}

= “ciently use the asset. This is highly hellppened in 2012 compare to other years.

" total asset turnover has hit the lowest 0.64x in 2008 and highest 1.98x in 2012. As the total

wset turnover ratio is highest in 2012 this high ratio indicates firm generates more sales by more
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%) Fixed Turnover Ratio

Table 8: Fixed Asset Turnover

2008 2009 2010 2011 2012
4,417,580,642 | 5,075,626,120 6,096,627,967 9,391,822,689 | 8,741,773,216
2,696,313,904 | 2,517,420,230- 2,431,705,707 2,483,823,461 | 2,631,811,191

Turnover Ratio 1.64 | 2.02 2.51 3.78 3.32
%) 23.06 24.35 50.82 -12.16

4.00
3.00
2.00
1.00
0.00

o= Annual Report of Square Textile Limited (2008-2012)

2010 2011

Year

+ = falling again in 2012, but within a ra‘nge.

LIS
2
B

2012

Fixed Asset Turnover Ratio

60
40
20

0
-20

Ratio

Growth Rate (%)
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e ratio measures the efficiency of capital investment. The higher the ratio, the better it is.
“ccording to the graph the fixed asset turnover ratio decreased from 3.78 to 3.32, in 2012. This
means in 2012, for taka 1 change in fixed asset sales generated is taka 3.32. The highest in five
wzars was the 3.78 and the lowest fixed asset turnover ratio of 1.64 in 2008. Since then the trend

wmows, slowly the ratio have been increasing in 2009 and again rising in 2011 and over the time




& Liquidity Ratios: Liquidity means the ability of the firm to use-its current assets to pay its

short term obligations. Short-term creditors are more concern about the liquidity analysis of
: firm, because they want to know that whether a firm has ability to pay its short term

»bligation in-time or not.

1) Operating Cycle

Table 9: Operating Cycle

Year 2008 2009 2010 2011 2012
No of Days Inventory in

stock 159 116 172 87 82
Days Sales Outstanding 192 157 167 129 111
Operating Cycle 351 273 339 217 193
Growth Rate (%) - -22.09 2417 -36.07 -11.17

Source: Annual Report of Square Textile Limited (2008-2012)

Operation Cycle

400 40
300 20
200 0
100 20 Days
0 -40 Growth Rate (%)

Year

“oerating cycle of a firm is the sum of the number of days it takes to sell inventory and the
mumber of days until the resulting receivable are converted to cash. The lower the number of

Z2vs is, the better the firm is. Square Textile had lowest number of days in operation cycle in

zar 2008 and it has highest number of days in operation cycle in 2012 which is 193 days.
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= Cash Cycle

Table 10: Cash Cycle

' Year 2008 2009 2010 2011 2012
Operating Cycle 351 273 339 217 193

. Days Payable Qutstanding 158 114 92 107 92 |

' Cash Cycle 193 159 247 110 101
Growth Rate (%) - -17.23 | 5488 | -55.59 -8.27

Source: Annual Report of Square Textile Limited (2008-2012)

Cash Cycle
300 80
250 ray ig
200 20
150 =>4 0
100 -20 i Days

w -0
50 “ Jpos Growth Rate (%)
0 | 80

2008 2009 2010 2011 2012

Year

" cash cycle captures the interrelationship of sales, collections and trade credit in a manner

e the individual numbers may not. The shorter the cycle, the more efficient the firm’s

weerztion and cash management; longer cycles, on the other hand, may be indicative of cash

wwortialls and increased financing cost. Square textile has lowest number of days in cash cycle in
-

=02 which is 101 days. In 2008 financing cost of Square textile has more ratio as it had the

w zhest 193 days in their cash cycle.
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21 Current Ratio

Table 11: Current Ratio

2008

2009

2010 2011

Year

curment asset it pays out 1 taka of current liability.

2012

2008 2009 2010 2011 2012
Assets 4,213,188,496 | 3,785,335,229 | 5,597,368,885 | 6,371,106,117 5450698872
Liabilities - 3,495,826,349 | 2,784,133,019 | 3,908,757,979 | 4,034,826,920 | 2,584,353,232
Ratio 1.21 1.36 1.43 1.58 2.11
Rate (%) - 12.81 5.32 10.27 33.57
- Annual Report of Square Textile Limited (2008-2012)
Current Ratio
2.50 40
2.00 V. 30
1.50
20
1.00 . e Ratio
10
0.50 . . ‘ Growth Rate (%)
0.00 = 0

e current ratio measures ability of the company to pay its current liability using its current
weet. The higher the ratio the better is the firm’s liquidity position. Throughout the five years the
“=='s current ratio was increasing from 1.21 to 2.11. This means for every taka current liability

e company more current asset compare to the previous year. Such as in 2011 with 1.58 taka of
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4 Quick Ratio

Table 12: Quick Ratio

wes ncreased, which indicates firm’s liquidity position is good.

2008 2009 2010 2011 2012
Assets 4,213,188,496 | 3,785,335,229 | 5,597,368,885 | 6,371,106,117 5450698872
Liabilities 3,495,826,349 | 2,784,133,019 | 3,908,757,979 | 4,034,826,920 2,584,353,232
j 1,600,950,725 | 1,367,504,190 | 2,337,729,488 | 1,902,471,712 1,651,754,805
=atio 0.75 0.87 0.83 1.11 1.47
n Rate (%) - 16.22 -3.97 32.81 32.73
== Annual Report of Square Textile Limited (2008-2012)
Quick Ratio
2.00 40
1.50 30
20
1.00
10 Ratio
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Growth Rate (%)
0.00 -10
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Year

~ns ratio measures the ability of the firm to pay its current liability using current asset without
semending of inventory and prepaid expenses. Over five years the highest is in 2012 with 1.47
= 0 payout | taka liability the firm has 1.47 taka current asset without depending on inventory

wc prepaid expense. The liquidity position is the weakest in 2008. The quick ratio over the years
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%) Cash Ratio

Table 13: Cash Ratio

2008 2009 2010 2011 2012
68,113,333 91,112,895 122,931,848 480,986,146 473,076,464
Liabilities | 3,495,826,349 | 2,784,133,019 3,908,757,979 | 4,034,826,920 2,584,353,232
R=tio 0.019 0.033 0.031 0.119 0.183
Rate (%) - 67.96 | -3.90 279.04 53.56
“wsrs=- Annual Report of Square Textile Limited (2008-2012)
Cash ratio
0.200 300
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0.150 200
Jil 150
0.100 B W 100 :
e ¥ W Ratio
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Year

» czse of quick ratio we depend on accounts receivable. Here after including only cash and cash

=u.valents the ratio has further gone down compared to quick ratio, hitting the lowest in 2008

w2 0.019x and highest in 2012 with 0.183x. This means in 2008, for every taka of current

“anility there was 0.019 taka of cash and cash equivalents available. This raises a huge question

e the firm’s liquidity position. But it rises over the year and in 2012 it raised a little indicating

meorovement.

i
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Solvency Ratios: The analysis of firm capital structure is negessary to understand long

serm risk and return prospect.

1 Debt to Capital

Table 14: Debt to Capital

2008 2009 2010 2011 2012
Debt 3,661,952,204 | 2,954,615,381 | 4,085,667,254 | 4,214,863,692 | 2,767,812,418
Capital 6,909,502,400 | 6,302,755,459 | 8,029,074,592 | 8,854,929,578 | 8,082,510,063
= Capital Ratio 53% 47% 51% 48% 34%
= Rate (%) - -11.55 8.55 -6.46 -28.06

Annual Report of Square Textile Limited (2008-2012)

Debt to Capital Ratio (%)
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0.10 Growth Rate (%)
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Year

" s ratio measures the proportion of the capital supplied by the creditors and dependence of the
“rm on external borrowing. This ratio has been decreasing at 2009, again increase at 2010 and
szzin decrease in 2011, Over the five y‘ears the firm has a volatile ratio, but finally they have
=d to manage solvency of the firm. But moreover the firm’s dependency on external borrowing

== between 40% -50% over the last 5 years.
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> Debt to Equity

Table 15: Debt to Equity

2008 2009 2010 2011 2012

Debt 3,661,952,204 | 2,954,615,381 | 4,085,667,254 | 4,214,863,692 | 2,767,812,418

Capital 3,099,349,824 | 3,346,445,128 | 3,940,131,862 | 4,635,087,878 |  5,308,232,046
to Equity Ratio 1.18 | 0.88 | 1.04 0.91

Rate (%) - -25.27 17.45 -12.31 -42.66

Annual Report of Square Textile Limited (2008-2012)

Debt to Equity Ratio
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e ratio measures for every 1 taka of equity how much liability the shareholders bear. This ratio
s been volatile from 2008-2012. But finally in recent years they have tried to manage liability
i in 2012 for every taka of equity shareholders bear 0.52 taka as liability. This means the risk
sezred by shareholders decreased in 2012.
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3

Interest Coverage Ratio

Table 16: Interest Coverage Ratio

2008 2009 2010 2011 2012

653,902,976 | 642,660,306 | 1,007,940,882 | 1,268,600,844 | 1,145,986,262

Expense 203,735,214 | 184,936,794 105,175,074 245,428,390 112,424,900
Coverage Ratio 3.21 3.48 9.58 5.17 | 10.19 |

Rate (%) - -96.52 -90.42 -94.83 -89.81

Annual Report of Square Textile Limited (2008-2012)

Interest Coverage Ratio
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s ratio, often referred to as the Times interest earned ratio, measures the protection available
w creditors as the extent to which earnings available for interest cover interest expense. In 2008
Sauare textile had the lowest interest coverage ratio 3.21 and in 2012 the company has the

Wonest interest coverage ratio of value 10.19.
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41 CFO to Debt Ratio

Table 17: CFO to Debt Ratio

2008 2009 2010 2011 2012

124,800,600 | 768,703,259 | 448,197,662 | 1,698,352,865 1,851,725,900
Sent 3,661,952,204 | 2,954,615,381 | 4,085,667,254 | 4,214,863,692 2,767,812,418
Debt Ratio 0.034 0.260 0.110 0.403 0.669
Rate (%) - 663.40 -57.84 267.31 66.03

Annual Report of Square Textile Limited (2008-2012)

CFO to Debt Ratio
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ratio measures how much cash flow from operation is generated to pay out the creditors.
¢ Textile CFO to debt ratio is constantly below 1 which indicates that the debt is always
“wmer than the cash flow generated from core operation. In the year 2008 the ratio is lowest, this

mecates in that year there was little cash outflow from the core operation.

‘
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. Profitability Ratios: Any Shareholders or Equity Investor.-mostly concern with the
srofitability analysis of the firm, because of following three reasons:

"2 cam profit,

" sustain profit, and

» increase profit.

1} Gross Margin

Table 18: Gross Margin

2008 2009 2010 2011 | 2012

4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 | 8,741,773,216

srofit 745,094,210 766,810,635 | 1,136,094,583 | 1,449,738,439 | 1,366,112,923
Margin Ratio (%) 16.87 15.11 18.63 15.44 15.63
Rate (%) - -10.43 23.35 -17.16 1.24

s Annual Report of Square Textile Limited (2008-2012)

Gross Margin Ratio

20.00 30
15.00 20
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.

“e ratio shows the relationship between the sale and manufacturing cost of the firm. The ratio
macates how efficiently the firm manages its cost of sale to generate higher profit. Therefore,
»zher the ratio better it is for the firm. Over the years the gross margins have decreased with a

e fluctuation but at 2010 the margin has increased again at 18.63%.
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21 Operating Margin

Table 19: Operating Margin

2008 2009 2010 2011 2012

4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 8,741,773,216

=rofit 652,826,084 | 642,106,299 | 1,007,628,945 | 1,267,927,427 1,145,677,183
Margin Ratio (%) 14.78 12.65 16.53 13.50 13.11
(%) - -14.39 30.65 -18.32 2.92

- Annual Report of Square Textile Limited (2008-2012)

Operating Margin Ratio
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s measures the profitability of the company from firm’s central operation. At 2009 ratio has
~wwwn decrease, but again it is increasing both in 2010 and 2011. These indicate the firm
emerztes 16.53% profit from its central operation in 2010, which is the highest over the five

WEET
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31 Margin before Interest and tax

Table 20: Margin before Interest and Tax

2008 2009 2010 2011

2012

4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 | 8,741,773,216

653,902,976 642,660,306 | 1,007,940,882 | 1,268,600,844 | 1,145,986,262

Interest & Tax (%) 14.80 12.66 16.53 13.51

13.11

(%) - -14.46 30.57 -18.30

-2.95

Annual Report of Square Textile Limited (2008-2012)

Margin before Interest and Tax
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"= ratio measures profitability from the firms over all operation i.e. central and peripheral
aperztion. In these five years the ratio hit the lowest of 13.11 in the year 2012 and highest of
% 53 in 2010. This means in 2010, for every one taka of sales the company generated 16.53 taka

+ profit from both its central and peripheral operations.
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4 Pretax Margin

Table 21: Pretax Margin

2008 2009 2010 2011 2012
4,417,580,642 | 5,075,626,120 | 6,096,627,967 9,391,822,689 8,741,773,216
450,167,762 457,723,512 902,765,808 1,023,172,454 1,033,561,362
n (%) 10.19 9.02 14.81 10.89 11.82
Rate (%) - -11.50 64.20 -26.43 8.53
4nnual Report of Square Textile Limited (2008-2012)
Pretax Margin
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« 2gain to 11.82%.
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Year

2011

2012

measures the firm’s profitability without considering the tax structure. Over the years the

‘s pretax margin has increased except in 2009. After these rise and fall, finally the ratio rose
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Profit Margin B

Table 22: Profit Margin

2008 2009 2010 2011 2012

4,417,580,642 | 5,075,626,120 | 6,096,627,967 | 9,391,822,689 | 8,741,773,216

345,667,520 | 352,971,383 | 713,161,814 824,830,674 828,993,757

Margin (%) 7.82 6.95 | 11.70 8.78 9.48
Rate (%) - -11.13 68.21 -24.92 7.98

“nnual Report of Square Textile Limited (2008-2012)

Profit Margin Ratio
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profitability after considering tax and capital structure including all other expenses is
sured by net profit margin. This indicates the firm’s overall profitability net of all expenses.
~we matio has been increasing over the last five years. Square Textile has highest profit value in

e 2010 the value is 11.70%
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% Return on Asset .

Table 23: Return on Asset

2008 2009 2010 2011 2012

6,909,502,400 | 6,302,755,459 | 8,029,074,592 | 8,854,929,578 8,082,510,063
345,667,520 352,971,383 713,161,814 | 824,830,674 828,993,757

5.00 5.60 8.88 9.31 10.26

Rate (%) - 11.94 58.60 4.87 10.11

Annual Report of Square Textile Limited (2008-2012)

Return On Asset
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s ratio measures two things: 1.the management’s ability to utilize the firm’s profit and 2. The

w=um available to all capital providers.

“ zoer ratio will indicate the firm is earning more return which will go to the investors. Square
~=utile return on asset ratio has been going down at 2008 and again increase over the years,
wrch is highest of 10.26% in 2012. Which means for every one taka of total asset the income

weerated if 10.26 taka.
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~ Return on Equity

Table 24: Return on Equity

2008 2009 2010 2011 2012

3,099,349,824 | 3,346,445,128 | 3,940,131,862 | 4,635,087,878  5,308,232,046
345,667,520 352,971,383 | 713,161,814 | 824,830,674 828,993,757

11.15 10.55 18.10 17.80 15.62

Rate (%) - -5.43 71.60 -1.68 -12.24

20.00
15.00
10.00
5.00
0.00

4nnual Report of Square Textile Limited (2008-2012)
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~uzept 2009 the ratio is increasing over the last five years.

Ratios

Growth Rate (%)

s ratio measures the return available to all equity holders. The income in this calculation can

= =come before or after tax but it must be the income after considering the interest payment.
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Chapter: 5

Beximco Synthetics’
Performance Analysis




s Chapter the performance of Beximco Synthetics has been, analyzed by calculating
sy, Liquidity, Solvency and Profitability ratios by collecting information from their annual

- 12008-2012).

Activity Ratios: Activity ratios describe the relationship between the firm’s level of

soerations (usually defined as sales) and the assets needed to sustain operating activities.
The higher the ratio, the more efficient the firm’s operations, as relatively fewer assets are

r=gquired to support a given level of operations (sales).

11 Inventory Turnover Ratio

Table 1: Inventory turnover

2008 2009 2010 2011 2012

Sold 796,850,257 665,395,623 875,855,449 | 1,300,156,899 | 1,161,418,416
789,637,475 767,296,947 837,904,260 854,468,643 | 947,588,270

murnover Ratio 1.01 0.87 1.05 1.52 1.23
(%) - -14.07 20.54 4557 -19.45

==t Annual Report of Beximco Synthetics Limited (2008-2012)

Inventory Turnover Ratio
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v entory turnover ratio measures the number of times inventory has been turned over in a year.
“: we can see from the table, the five year data of inventory turnover ratio of Beximco
Sunthetics Ltd, in the year 2008 it has been 1.01x and it hits the lowest 0.87x in 2009. The trend

wows, after year 2008 there has been a decline and since it has been decreasing indicating that
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=tory remained in stock for longer hitting the lowest in 2009. So from 2009 the ratio again

=3 1o rise in a large scale indicating progress and efficiency in inventory management.

ge Number of day's inventorv in stock:

Table 2: Average Number of day's inventory in stock

Year 2008 2009 2010 2011 2012
Inventory turnover Ratio 1.01 0.87 1.05 1.52 1.23
No of Days 362 421 349 240 298
Growth Rate (%) - 16.37 -17.04 -31.30 24.15

Source: Annual Report of Beximco Synthetics Limited (2008-2012)
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“he impact of lower inventory turnover ratio reflects in average number of day’s inventory in

sock. Lower the ratio better. According to the data in 2009 it is higher, due to lower inventory

wmover ratio, but over the time it is decreasing, due to increasing inventory turnover ratio. i.e.

woroximately 421 days in 2009 the highest and in 2011 it is 240 days the lowest. So over the

wme they became efficient to manage frequent inventory movement and completing production

socess quickly, as well as selling the goods quickly.
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21 Receivable Turnover Ratio

Table 3: Receivable Turnover

2008 2009 2010 2011 2012

932,831,738 | 792,781,515 | 1,009,552,138 | 1,545,017,437 1,426,752,263

ble 514,401,229 | 527,839,772 483,382,252 721,835,474 906,582,593
Turnover Ratio 1.81 150 | 2.09 214 1.57
Rate (%) - -17.18 39.06 2.48 -26.47

- Annual Report of Beximco Synthetics Limited (2008-2012)

Receivable Turnover Ratio
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"= receivable turnover ratio is same as the inventory turnover ratio. Higher this ratio, the better
¢ 5. Higher ratio indicated the cash collection will be faster. The graph of receivable turnover
L2 shows that it has been highest in the year 2011, but over the years it remains high. The
=ceivable turnover rates over 5 year’s data indicate that cash collection process of the company

= 200d. So the company is maintaining good cash collection process.
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e Number of day's receivable outstanding:

Table 4: Average Number of day's receivable outstanding

{ Year 2008 2009 2010 2011 2012

: Receivable Turnover 1.81 1.50 2.09 2.14 157 |
No of Days 201 243 175 171 232
Growth Rate (%) - 20.74 -28.09 -2.42 36.00

Source: Annual Report of Beximco Synthetics Limited (2008-2012)
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_ower the average number of day’s receivable outstanding, better it is for the firm. Which
me cate receivable is collected quickly. In 2011, average number of days receivable outstanding
was approximately 171 days which is the lowest and the best achieved in five years. This means
= 2011 the company takes 171 days on an average to complete one receivable turnover process
= from sale of goods to collection of receivables. The highest number of days to complete one
wozivable turnover process was approxfmately 243 days in 2009. It means the firm requires 243

2svs to collect the receivables after sale of goods.
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21 Pavable Turnover Ratio

Table 5: Pavable Turnover

2008 2009 2010 2011 2012

796,850,257 665,395,623 875,855,449 | 1,300,156,899 | 1,161,418,416

\mventory 0 -22,340,528 70,607,313 16,564,383 93,119,627
54,984,784 73,826,489 83,324,900 75,948,201 66,103,676

ver ratio 14.49 8.71 11.36 17.34 18.98

- ] -39.90 30.40 52.63 9.47
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Annual Report of Beximco Synthetics Limited (2008-2012)

Payable Turnover Ratio

2008 2009

ww—over ratio which is 18.98.

2010

2011

Year

60
40
20
0
-20
-40
-60

“ Ratio

Growth Rate (%)

49 |

.z the inventory turnover ratio, payable turnover ratio measures how frequently the payables
w= urned over in a year. Lower the ratio better it is for the firm. In five years scenario, at the
sezinning 5 years the firm has lower long term debt. Which indicates the firm’s solvency

wearding conduct the firm’s operation. But in 2012 the company has the highest payable




¢ Number of day's pavable outstanding:

Table 6: Average Number of day's payable outstanding

Yzar 2008 2009 2010 2011 2012
#zyable Turnover 14.49 8.71 11.36 17.34 18.98
%o of Days 25 a2 32 21 19
Growth Rate (%) - 66 -23 -34 -9

“wwrce: Annual Report of Beximco Synthetics Limited (2008-2012)
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= czse of average number of day’s payables outstanding reflects the number of days needed to
wwmplete on payable turnover process. In 2009, the ratio is the highest with 42 days to complete
e payable turnover process, which is sufficient to get more time to pay the payable and get

more time to use it. In 2012 the numbers of days are lowest of value 19.
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4 Total Asset Turnover Ratio

Table 7: Total Asset Turnover

2008 2009 2010 2011 2012
932,831,738 792,781,515 | 1,009,552,138 | 1,545,017,437 | 1,426,752,263
2,988,593,401 | 2,919,075,446 | 2,859,698,938 | 3,082,708,728 | 3,335,324,750
turnover Ratio 0.31 0.27 0.35 0.50 0.43
m=te (%) - -12.99 29.99 41.97 -14.65
Annual Report of Beximco Synthetics Limited (2008-2012)
Total Asset Turnover Ratio
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m:icates firm could not mange the asset 'efﬁciently.

2012

e total asset turnover has hit the lowest 0.31x in 2008 and highest 0.50x in 2011. As the total
wsset turnover ratio is highest in 2011 this high ratio indicates firm generates more sales by more
== ciently use the asset. This is highly happened in 2011 compare to other years. So it indicates

e firm is managing the asset efficiently. But in other years firm’s ratio is not so high which
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% Fixed Turnover Ratio

Table 8: Fixed Asset Turnover

Year

© = falling again in 2012, but within a range.
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2008 2009 2010 2011 2012
932,831,738 792,781,515 1,009,552,138 | 1,545,017,437 | 1,426,752,263
1,508,358,739 | 1,489,533,171 1,465,424,394 | 1,451,259,573 | 1,441,076,281
0.62 0.53 0.69 1.06 0.99
- -13.94 29.44 54.53 -7.00
- Annual Report of Beximco Synthetics Limited (2008-2012)
Fixed Asset Turnover Ratio
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e ratio measures the efficiency of capital investment. The higher the ratio, the better it is.
“ocording to the graph the fixed asset turnover ratio decreased from 1.06 to 0.99, in 2012. This
wmeans in 2012, for taka 1 change in fixed asset sales generated is taka 0.99. The highest in five
wears was the 1.06 and the lowest fixed ésset turnover ratio of 0.53 in 2009. Since then the trend

wows, slowly the ratio have been increasing in 2009 and again rising in 2011 and over the time




' Liquidity Ratios: Liquidity means the ability of the firm to use-its current assets to pay its

short term obligations. Short-term creditors are more concern about the liquidity analysis of

: firm, because they want to know that whether a firm has ability to pay its short term

soligation in-time or not.

1) Operating Cycle

Table 9: Operating Cvcle

| Year 2008 2009 2010 2011 2012
No of Days Inventory in stock 362 421 349 240 82
Days Sales Outstanding 201 243 | 175 171 232
Operating Cycle 563 664 524 410 314
Growth Rate (%) - 17.93 -21.08 -21.67 -23.57

Source: Annual Report of Beximco Synthetics Limited (2008-2012)
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“perating cycle of a firm is the sum of the number of days it takes to sell inventory and the

sumber of days until the resulting receivable are converted to cash. The lower the number of

svs is, the better the firm is. Beximco Synthetics had lowest number of days in operation cycle

= vear 2012 and it has highest number of days in operation cycle in 2009 which is 664 days.
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2 Cash Cycle

Table 10: Cash Cycle

' Year 2008 2009 2010 2011 2012
Operating Cycle 563 664 524 410 314
Days Payable Outstanding 25 42 32 21 19
Cash Cycle 538 622 492 389 294
Growth Rate (%) - 15.66 -20.93 -20.83 -24.38

Source: Annual Report of Beximco Synthetics Limited (2008-2012)

Cash Cycle
700 20
’ 1S
600 \ 1o
500 5
400 0
-5
300 -10 s Days
200 -15
-20 Growth Rate (%)
100 . 25
0 -30
2008 2009 2010

Year

2011

2012

e cash cycle captures the interrelationship of sales, collections and trade credit in a manner
s the individual numbers may not. The shorter the cycle, the more efficient the firm’s
speration and cash management; longer cycles, on the other hand, may be indicative of cash
wortfalls and increased financing cost. Beximco Synthetics has lowest number of days in cash
- cle in 2012 which is 294 days. In 2009 financing cost of Beximco Synthetics was more as it

sas the highest 622 days in their cash cycle.
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3) Current Ratio

Table 11: Current Ratio

2008 2009

“weed a drop in their current ratios.

2010 2011

Year

2012

2008 2009 2010 2011 2012
Assets 1,480,234,662 | 1,429,542,275 | 1,394,274,544 | 1,631,449,155 | 1,894,248,469
Liabilities 707,239,254 710,661,585 726,097,679 | 692,398,967 | 1,102,455,233
Ratio 2.09 2.01 1.92 2.36 1.72
Rate (%) - -3.89 -4.54 22.71 -27.08
- Annual Report of Beximco Synthetics Limited (2008-2012)
Current Ratio
2.50 30
2.00 n 20
10
1.50
' 0
1.00 i
10 W Ratio
0.50 20 Growth Rate (%)
0.00 30

current ratio measures ability of the company to pay its current liability using its current
“wset. The higher the ratio the better is the firm’s liquidity position. Throughout the four years the
“=m's current ratio was increasing from 2.09 to 2.36. This means for every taka current liability

e company more current asset compare to the previous year. But in the year 2012 Beximco has
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4 Quick Ratio

Table 12: Quick Ratio

2008 2009 2010 2011 2012
Assets 1,480,234,662 | 1,429,542,275 | 1,394,274,544 | 1,631,449,155 1,894,248,469
Liabilities 707,239,254 710,661,585 726,097,679 692,398,967 1,102,455,233
i 789,637,475 767,296,947 837,904,260 854,468,643 947,588,270
Ratio 0.98 0.93 0.77 1.12 0.86
Rate (%) - -4.57 -17.77 46.45 -23.48
- Annual Report of Beximco Synthetics Limited (2008-2012)
Quick Ratio
1.20 50
1.00 40
30
0.80 20
0.60 10
0.40 0 Ratio
-10 Growth Rate (%)
0.20 30
0.00 -30
2008 2009 2010 2011 2012
Year

~ws ratio measures the ability of the firm to pay its current liability using current asset without
wemending of inventory and prepaid expenses. Over five years the highest is in 2011 with 1.12
= 10 payout 1 taka liability the firm has 1.12 taka current asset without depending on inventory
il prepaid expense. The liquidity position is the weakest in 2010. The quick ratio over the years

= 0 a volatile position.

56 |




5

Cash Ratio

Table 13: Cash Ratio

2008

2009

2010 2011

Year

2012

e the firm’s liquidity position. But it rises over the year and in 2011 it raised more.
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2008 2009 2010 2011 2012
1,768,293 3,876,722 5,231,582 14,693,819 3,277,873
Liabilities | 707,239,254 710,661,585 726,097,679 | 692,398,967 1,102,455,233
Ratio 0.003 0.005 0.007 0.021 0.003
Rate (%) | - 118.18 32.08 194.54 -85.99
- Annual Report of Beximco Synthetics Limited (2008-2012)
Cash ratio
0.025 250
200
0.020 150
0.015 100
50
0.010 0 Ratio
0.005 -50 Growth Rate (%)
-100
0.000 -150

‘= czse of quick ratio we depend on accounts receivable. Here after including only cash and cash
s valents the ratio has further gone down compared to quick ratio, hitting the lowest in 2008
i 0.003x and highest in 2011 with 0.021x. This means in 2008, for every taka of current

“anlity there was 0.003 taka of cash and cash equivalents available. This raises a huge question




Solvency Ratios: The analysis of firm capital structure is necessary to understand long

werm risk and return prospect.

1. Debt to Capital

Table 14: Debt to Capital

2008 2009 2010 2011 2012

970,827,107 889,653,204 | 844,388,420 959,222,038 1,131,394,378

2,988,593,401 | 2,919,075,446 | 2,859,698,938 | 3,082,708,728 3,335,324,750

Capital Ratio 0.32 0.30 0.30 0.31 0.34

Rate (%) - -6.18 -3.12 5.38 9.02

- Annual Report of Beximco Synthetics Limited (2008-2012)

Debt to Capital Ratio

0.36 10
0.34
0.32

0.30 ‘ - I I c e Ratios
0.28 I =

Growth Rate {%
0.26 H -10 (%)

2008 2009 2010 2011 2012

5

o

Year

~ws ratio measures the proportion of the capital supplied by the creditors and dependence of the
“r= on external borrowing. This ratio has been decreasing at 2009, again increase at 2011. Over
e five years the firm has a volatile ratio, but finally they have tried to manage solvency of the
“r=. But moreover the firm’s dependency on external borrowing lies between 30% -35% over

e last 5 years.
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» Debft to Equity

Table 15: Debt to Equity

2008 2009 2010 2011 2012
970,827,107 889,653,204 844,388,420 959,222,038 1,131,394,378
ity 2,017,766,294 | 2,029,422,242 | 2,015,310,518 | 2,123,486,690 2,203,930,372
Equity Ratio 0.48 0.44 0.42 0.45 0.51
Rate (%) - -8.89 -4.42 7.81 13.64
- Annual Report of Beximco Synthetics Limited (2008-2012)
Debt to Equity Ratio
0.60 15
0.50 10
0.40 5
0.30 0
Ratios
0.20 -5
Growth Rate (%)
0.10 -10
0.00 -15

2008 2009

2010

Year

wmareholders have to bear more liability.

2011

2012

e ratio measures for every 1 taka of equity how much liability the shareholders bear. This ratio
s been quite stable from 2008-2012. In 2012 for every taka of equity shareholders bear 0.51

sz as liability. This means the risk beared by shareholders increased in 2012. That means
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‘aterest Coverage Ratio

Table 16: Interest Coverage Ratio

2008 2009 2010 2011 2012

122,655,987 | 114,193,822 117,841,745 | 225,272,660 | 244,915,143

Expense 99,327,085 | 94,865,888 85,649,980 85,562,149 139,499,076
Coverage Ratio | 1.23 1.20 | 1.38 2.63 | 1.76
Rate (%) - -98.80 -98.62 -97.37 -98.24

Annual Report of Beximco Synthetics Limited (2008-2012)

Interest Coverage Ratio

3.00 0

2.50 -20

2.00 -40

1.50 -60

1.00 80 Ratios

0.50 -100 Growth Rate (%)
0.00 -120

2008 2009 2010 2011 2012

Year

s ratio, often referred to as the Times interest earned ratio, measures the protection available
w creditors as the extent to which earnings available for interest cover interest expense. In 2008

Seximco Synthetics had the lowest interest coverage ratio 1.23 and in 2011 the company has the

1 zhest interest coverage ratio of value 2.63.
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L FO to Debt Ratio

Table 17: CFO to Debt Ratio

v 2008 2009 2010 2011 2012

616,252,588 | 208,735,938 | 193,518,465 15,833,834 16,389,512
Tztal Debt 970,827,107 | 889,653,204 | 844,388,420 | 959,222,038 | 1,131,394,378
=0 to Debt Ratio 0.635 0.235 0.229 0.017 0.014
‘Srowth Rate (%) - -63.04 -2.32 -92.80 -12.24

“wwrcz: Annual Report of Beximco Synthetics Limited (2008-2012)

CFO to Debt Ratio
0.700 0
0.600 220
0.500
0.400 40
0.300 -60 Ratios
0.200 .80 Growth Rate (%)
0.100
0.000 -100

2008 2009 2010 2011 2012

Year

~ns ratio measures how much cash flow from operation is generated to pay out the creditors.
Sewmceo Synthetics CFO to debt ratio is constantly below 1 which indicates that the debt is

wwazys higher than the cash flow generated from core operation. In the year 2008 the ratio is the

wenest, this indicates in that year there was more cash outflow from the core operation.
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D\ Profitability Ratios: Any Shareholders or Equity Investor mostly concern with the
profitability analysis of the firm, because of following three reasons:

"o 2arn profit,

7o sustain profit, and

T o increase profit.

1} Gross Margin

Table 18: Gross Margin

2008 2009 2010 2011 2012
932,831,738 | 792,781,515 | 1,009,552,138 | 1,545,017,437 1,426,752,263
Profit 135,981,481 | 127,385,892 133,696,689 244,860,538 265,333,847
Margin Ratio (%) 14.58 16.07 13.24 15.85 18.60
Rate (%) - 10.23 -17.58 19.67 17.34
Swurce: Annual Report of Beximco Synthetics Limited (2008-2012)
Gross Margin Ratio
20.00 30
15.00 20
10
10.00
0 Ratios
5.00 10
B Growth Rate (%)
0.00 -20
2008 2009 2010 2011 2012
Year

The ratio shows the relationship between the sale and manufacturing cost of the firm. The ratio
~dicates how efficiently the firm manages its cost of sale to generate higher profit. Therefore,

=igher the ratio better it is for the firm. Over the years the gross margins have decreased with a

ale fluctuation but at 2012 the margin has increased again at 18.60%.
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21 Operating Margin

Table 19: Operating Margin

NEArS.

2008 2009

2010 2011

Year

2012

2008 2009 2010 2011 2012
932,831,738 | 792,781,515 | 1,009,552,138 | 1,545,017,437 | 1,426,752,263
Profit 122,655,987 | 114,193,822 117,841,745 225,272,660 244,915,143
Margin Ratio (%) 13.15 14.40 | 11.67 14.58 17.17
Rate (%) - 9.55 -18.96 24.91 17.73
== Annual Report of Beximco Synthetics Limited (2008-2012)
Operating Margin Ratio
20.00 30
20
15.00
10
10.00 0
410 Ratios
5.00 Growth Rate (%)
-20
0.00 -30

~='s measures the profitability of the company from firm’s central operation. At 2010 ratio has
wown decrease, but again it is increasing both in 2011 and 2012. These indicate the firm

wenerates 17.17% profit from its central operation in 2012, which is the highest over the five
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3 Pretax Margin

Table 20: Pretax Margin

2010 2011

Year

2012

negative growth rate compared to previous year.

2008 2009 2010 2011 2012
932,831,738 792,781,515 | 1,009,552,138 1,545,017,437 1,426,752,263
23,328,902 19,327,934 32,191,765 139,710,511 105,416,067
Margin (%) 2.50 2.44 3.19 9.04 7.39
Rate (%) - -2.51 30.79 183.58 -18.29
- Annual Report of Beximco Synthetics Limited (2008-2012)
Pretax Margin
10.00 200
AV
8.00 150
6.00 100
4.00 _ 50 mmmm Ratios
2.00 i i ' 0 Growth Rate (%)
0.00 -50
2008 2009

measures the firm’s profitability without considering the tax structure. Over the years the

s pretax margin has increased except in 2012. In 2012 the pretax margin was 7.39%, which
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41 Profit Margin

Table 21: Profit Margin

2008 2009 2010 2011 2012

932,831,738 | 792,781,515 | 1,009,552,138 | 1,545,017,437 | 1,426,752,263

Income 18,885,302 11,655,948 27,474,123 | 108,176,172 | 80,443,682
Margin (%) 2.02 1.47 2.72 7.00 5.64
h Rate (%) - -27.38 85.10 157.28 -19.47

=== Annual Report of Beximco Synthetics Limited (2008-2012)

Profit Margin Ratio

8.00 200

7.00

6.00 150

5.00 100

4.00

3.00 50 Ratios

2.00 0 Growth Rate (%)
1.00

0.00 -50

2008 2009 2010 2011 2012

Year

“he profitability after considering tax and capital structure including all other expenses is

measured by net profit margin. This indicates the firm’s overall profitability net of all expenses.

“he ratio has been increasing over the.last five years. Beximco Synthetics has highest profit

vziue in year 2011 the value is 7%.
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%) Return on Asset

Table 22: Return on Asset

2008 2009 2010 2011 2012

' Asset 2,988,593,401 | 2,919,075,446 | 2,859,698,938 | 3,082,708,728 3,335,324,750
imcome 18,885,302 11,655,948 27,474,123 108,176,172 80,443,682
0.63 0.40 0.96 3.51 241

Rate (%) - -36.81 140.60 265.25 -31.27

. Annual Report of Beximco Synthetics Limited (2008-2012)

Return On Asset

4.00 300

3.50 250

3.00 200

2.50 150

2.00 100

1.50 50 Ratios

1.00 0 Growth Rate (%)
0.50 -50

0.00 -100

2008 2009 2010 2011 2012

Year

=5 ratio measures two things: 1.the management’s ability to utilize the firm’s profit and 2. The
g g y p

w==urn available to all capital providers.

= zher ratio will indicate the firm is earning more return which will go to the investors. Beximco
Sunthetics return on asset ratio has been going down at 2008 and again increase over the years,
wnich is highest of 3.51% in 2011. Which means for every one taka of total asset the income

sencrated if 3.51 taka.
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% Return on Equity

Table 23: Return on Equity

2008 2009 2010 2011 2012

Zquity 2,017,766,294 | 2,029,422,242 | 2,015,310,518 | 2,123,486,690 |  2,203,930,372
18,885,302 11,655,948 27,474,123 | 108,176,172 80,443,682

0.94 0.57 1.36 5.09 3.65

Rate (%) - -38.63 137.36 273.68 -28.35

- Annual Report of Beximco Synthetics Limited (2008-2012)

Return on Equity
6.00 300
5.00 250
200
4.00 150
3.00 100
2.00 50 Ratios
1.00 ?50 Growth Rate (%)
0.00 -100

2008 2009 2010 2011 2012

Year

~ws ratio measures the return available to all equity holders. The income in this calculation can
= ncome before or after tax but it must be the income after considering the interest payment.
zept 2012 the ratio is increasing over the last five years. In 2011 return on equity of Beximco

“mthetics is the highest, 5.09%.
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Chapter: 6

Shonargaon Textile’s

Performance Analysis



1%-2012).

s Chapter the performance of Sonargaon Textile has been analyzed by calculating Activity,

.Zity, Solvency and Profitability ratios by collecting information from their annual report

Activity Ratios: Activity ratios describe the relationship between the firm’s level of

sperations (usually defined as sales) and the assets needed to sustain operating activities.

The higher the ratio, the more efficient the firm’s operations, as relatively fewer assets are

==quired to support a given level of operations (sales).

1) Inventory Turnover Ratio

Table 1: Inventory turnover

2008 2009 2010 2011 2012

572,939,213 596,341,076 614,271,454 661,298,258 714,569,029

487,325,468 450,906,860 486,266,658 759,871,855 807,615,858

over Ratio 1.18 1.32 1.26 0.87 0.88
- 12.49 -4.48 -31.11 1.67

==- Annual Report of Sonargaon Textile Limited (2008-2012)

Inventory Turnover Ratio

1.40 20
1.20 10
1.00
0
0.80 10
0.60 N
0.40 -20 Ratio
0.20 -30
0.00 -40 Growth Rate (%)
2008 2009

2010 2011 2012

Year

sntory turnover ratio measures the number of times inventory has been turned over in a year.
. we can see from the table, the five year data of inventory turnover ratio of Sonargaon Textile

. in the year 2008 it has been 1.18x and it hits the lowest 0.87x in 2011. The trend shows,
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vzar 2008 there has been a decline and since it has been decreasing indicating that inventory

»2d in stock for longer hitting the lowest in 2011.

¢ Number of dav's inventory in stock:

Table 2: Average Number of day's inventory in stock

Year 2008 2009 2010 2011 2012
Inventory turnover Ratio 1.18 1.32 1.26 0.87 0.88
No of Days 310 276 289 419 113
Growth Rate (%) - -11.10 4.69 45.15 -1.64

Source: Annual Report of Sonargaon Textile Limited (2008-2012)

Average No of Days Inventory in

stock

500
400
300

200 No of Days

100 Growth Rate (%)

-100 2008 2009 2010 2011 2012
Year

‘mpact of lower inventory turnover ratio reflects in average number of day’s inventory in
. Lower the ratio better. According to the data in 2011 it is the highest, due to lower
=ntory turnover ratio, but over the tim@ it is decreasing, due to increasing inventory turnover
. 1.e. approximately 419 days in 2009 the highest and in 2009 it is 276 days the lowest. So
- the time they are not that much efficient to manage frequent inventory movement and

=pleting production process quickly.

69 |




2 Receivable Turnover Ratio

Table 3: Receivable Turnover

2008 2009 2010 2011 2012
651,097,600 693,496,591 | 724,013,901 | 781,963,868 821,574,671
wvable 14,645,426 64,106,736 70,761,406 26,161,824 30,523,807
Turnover Ratio 44.46 10.82 10.23 29.89 26.92
Rate (%) - -75.67 -5.42 192.12 -9.95
Annual Report of Sonargaon Textile Limited (2008-2012)
Receivable Turnover Ratio
50.00 250
40.00 200
150
30.00 100 _
20.00 50 Ratio
0 Growth Rate (%)
10.00 50
0.00 -100

2008 2009

2010 2011

2012

receivable turnover ratio is same as the inventory turnover ratio. Higher this ratio, the better
= Higher ratio indicated the cash collection will be faster. The graph of receivable turnover

shows that it has been highest in the year 2008, but over the years it remains low. The
~vable turnover rates over 5 year’s data indicate that cash collection process of the company

20t good. So the company should be efficient in maintaining good cash collection process.
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Number of dav's receivable outstanding:

Table 4: Average Number of day's receivable outstanding

Year 2008 2009 2010 2011 2012
Receivable
Turnover 44.46 10.82 10.23 29.89 26.92

No of Days 8 34 36 12 14

Growth Rate (%) - 310.96 5.73 -65.77 11.05
Source: Annual Report of Sonargaon Textile Limited (2008-2012)

Average No of Days Receivable
Outstanding
400
300
200

No of Days

100
Growth Rate (%)

2008 2009 2010 2011 2012
Year

-100

«cr the average number of day’s receivable outstanding, better it is for the firm. Which
cate receivable is collected quickly. In 2008, average number of days receivable outstanding
: approximately 8 days which is the lowest and the best achieved in five years. This means in
% the company takes 8 days on an average to complete one receivable turnover process i.e.
o sale of goods to collection of receivables. The highest number of days to complete one
‘wceoivable turnover process was approximately 36 days in 2010. It means the firm requires 36

s 1o collect the receivables after sale of goods.
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= Pavable Turnover Ratio

Table 5: Payable Turnover

2008 2009 2010 2011 2012

572,939,213 596,341,076 614,271,454 | 661,298,258 | 714,569,029

imventory 0 -36,418,608 35,359,798 | 273,605,197 47,744,003
250,399,967 134,942,100 190,139,987 | 288,030,993 | 212,613,525

Turnover ratio 2.29 415 3.42 3.25 3.59
2 (%) - 81.35 -17.66 -5.00 10.46

Annual Report of Sonargaon Textile Limited (2008-2012)

Payable Turnover Ratio

5.00 100
4.00
3.00 50
200 0 ' Ratio
1.00
0.00 50 Growth Rate (%)
2008 2009 2010 2011 2012
Year

.z the inventory turnover ratio, payable turnover ratio measures how frequently the payables
= wrned over in a year. Lower the ratio better it is for the firm. In five years scenario, in 2008
e firm has lower long term debt. Which indicates the firm’s solvency regarding conduct the

“'s operation. But in 2009 the company has the highest payable turnover ratio which is 4.15.
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Number of day's pavable outstanding:

Table 6: Average Number of day's pavable outstanding

2008 2009 2010 2011 2012
ble Turnover 2.29 4.15 3.42 3.25 3.59
%o of Days 160 88 107 112 102
Zrowth Rate (%) - -45 21 5 -9
z=: Annual Report of Sonargaon Textile Limited (2008-2012)
Average No of Days Payable
Outstanding
200
100
No of Days
0 Growth Rate (%)
2008 2009 2010 2011 2012
-100

Year

wzse of average number of day’s payables outstanding reflects the number of days needed to
'olete on payable turnover process. In 2008, the ratio is the highest with 160 days to complete
nayable turnover process, which is sufficient to get more time to pay the payable and get

= time to use it. In 2009 the numbers of days are lowest of value 88.
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4 Total Asset Turnover Ratio

Table 7: Total Asset Turnover

2008 2009 2010 2011 2012

651,097,600 693,496,591 724,013,901 781,963,868 821,574,671

1,060,495,486 | 1,037,884,527 | 1,625,967,136 | 1,959,751,944 | 1,901,689,919

turnover Ratio 0.61 0.67 0.45 0.40 0.43
rate (%) - 8.83 -33.36 -10.39 8.27

-
-

Annual Report of Sonargaon Textile Limited (2008-2012)
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naicates firm could not mange the asset e%ﬂciently.
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e total asset turnover has hit the lowest 0.40x in 2011 and highest 0.67x in 2009. As the total
weset turnover ratio is highest in 2009 this high ratio indicates firm generates more sales by more
«“ciently use the asset. This is highly happened in 2009 compare to other years. So it indicates

wat firm is managing the asset efficiently. But in other years firm’s ratio is not so high which
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%) Fixed Turnover Ratio

Table 8: Fixed Asset Turnover

2008 2009 2010 2011 2012
651,097,600 | 693,496,591 724,013,901 781,963,868 821,574,671
515,143,773 | 480,478,403 1,059,223,650 | 1,052,438,559 994,632,571
Turnover Ratio 1.26 1.44 0.68 0.74 0.83
Rate (%) - 14.20 -52.64 8.70 11.17
== Annual Report of Sonargaon Textile Limited (2008-2012)
Fixed Asset Turnover Ratio
2.00 20
1.50 0
1.00 -20
Ratio
0.50 4 -40
Growth Rate (%)
0.00 = — . -60
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e ratio measures the efficiency of capital investment. The higher the ratio, the better it is.
“ccording to the graph the fixed asset turnover ratio increased from 0.74 to 0.83, in 2012. This
weans in 2012, for taka 1 change in fixed asset sales generated is taka 0.83. The highest in five
wears was the 1.44 in 2009 and the lowest fixed asset turnover ratio of 0.68 in 2010. Since then

e rend shows, slowly the ratio have been increasing from 2010.
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Liguidity Ratios: Liquidity means the ability of the firm to use its current assets to pay its
short term obligations. Short-term creditors are more concern about the liquidity analysis of

: firm, because they want to know that whether a firm has ability to pay its short term

snligation in-time or not.

1 Operating Cycle

Table 9: Operating Cycle

Year 2008 2009 2010 2011 2012
No of Days Inventory in

stock 310 276 289 419 413
Days Sales Outstanding 8 34 36 12 14
Operating Cycle 319 310 325 432 426
Growth Rate (%) - -2.81 4.81 32.96 -1.28

Source: Annual Report of Sonargaon Textile Limited (2008-2012)
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“pemating cycle of a firm is the sum of the number of days it takes to sell inventory and the
wumber of days until the resulting receivable are converted to cash. The lower the number of
s is, the better the firm is. Sonargaon textile had lowest number of days in operation cycle in

~war 2009 and it has highest number of days in operation cycle in 2009 which is 2011 days.
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2 Cash Cycle .

Table 10: Cash Cycle

Year 2008 | 2009 | 2010 | 2011 | 2012
' Operating Cycle 319 310 325 432 426
Days Payable Outstanding 160 88 107 112 102
Cash Cycle 159 222 218 319 324
| Growth Rate (%) - 39.34 -1.79 46.55 1.60

Source: Annual Report of Sonargaon Textile Limited (2008-2012)
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cash cycle captures the interrelationship of sales, collections and trade credit in a manner
the individual numbers may not. The shorter the cycle, the more efficient the firm’s
tion and cash management; longer cycles, on the other hand, may be indicative of cash
sialls and increased financing cost. Sonargaon textile has lowest number of days in cash
‘2 in 2008 which is 159 days. In 2012 financing cost of Sonargaon textile was more as it has

nighest 324 days in their cash cycle. .
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Current Ratio

Table 11: Current Ratio

2008 2009 2010 2011 2012
Assets 545,351,713 557,406,124 566,743,486 | 907,313,385 907,057,348
Liabilities 555,936,211 542,388,906 461,064,136 | 654,799,985 469,014,594
Ratio 0.98 1.03 1.23 1.39 1.93
Rate (%) - 4.76 19.61 12.73 39.57
Annual Report of Sonargaon Textile Limited (2008-2012)
Current Ratio
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current ratio measures ability of the company to pay its current liability using its current
¢ The higher the ratio the better is the firm’s liquidity position. Throughout the four years the
s current ratio was increasing from 0.98 to 1.93. This means for every taka current liability
company more current asset compare to the previous year. But in the year 2012 Sonargaon

saced the highest Current ratio.
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4 Quick Ratio

Table 12: Quick Ratio

2008 2009 2010 2011 2012

t Assets 545,351,713 | 557,406,124 | 566,743,486 | 907,313,385 907,057,348
Liabilities 555,936,211 | 542,388,906 | 461,064,136 | 654,799,985 469,014,594
ories 487,325,468 | 450,906,860 | 486,266,658 | 759,871,855 807,615,858
Ratio 0.10 0.20 0.17 0.23 0.21
h Rate (%) - 88.12 -11.11 29.00 -5.84

Annual Report of Sonargaon Textile Limited (2008-2012)

Quick Ratio
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: ratio measures the ability of the firm to pay its current liability using current asset without
nding of inventory and prepaid expenses. Over five years the highest is in 2011 with 0.23
> payout 1 taka liability the firm has 0.23 taka current asset without depending on inventory
orepaid expense. The liquidity position is the weakest in 2008. The quick ratio over the years

= 2 volatile position.
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=) Cash Ratio

Table 13: Cash Ratio

2008 2009 2010 2011 2012
2,783,732 1,796,564 632,577 3,129,830 519,340
Liabilities | 555,936,211 542,388,906 461,064,136 654,799,985 469,014,594
Ratio 0.005 0.003 0.001 0.005 0.001
Rate (%) - -33.85 -58.58 248.39 -76.83
- Annual Report of Sonargaon Textile Limited (2008-2012)
Cash ratio
0.006 300
0.005
200
0.004
0.003 100
0.002 0 ' Ratio
0.001 '|'_--'.' | : Growth Rate (%)
0.000 - . -100

2008

2009 2010 2011

Year

2012

e firm’s liquidity position because Sonargaon textile is in a volatile position.

czse of quick ratio we depend on accounts receivable. Here after including only cash and cash
~valents the ratio has further gone down compared to quick ratio, hitting the lowest in 2012
» 0.001x and highest in 2008 with 0.005x. This means in 2008, for every taka of current

Jlity there was 0.005 taka of cash and cash equivalents available. This raises a huge question
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) Solvency Ratios: The analysis of firm capital structure is necessary to understand long

term risk and return prospect.

1) Debt to Capital

Table 14: Debt to Capital

2008 2009 2010 2011 2012

| Debt 908,746,755 | 880,720,683 | 845,546,137 | 999,127,489 988,482,821
Capital 1,060,495,486 | 1,037,884,527 | 1,625,967,136 | 1,959,751,945 | 1,901,689,919
to Capital Ratio 0.86 0.85 0.52 0.51 0.52
Rate (%) - -0.97 -38.72 -1.96 1.96

222 Annual Report of Sonargaon Textile Limited (2008-2012)

Debt to Capital Ratio
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= ratio measures the proportion of the capital supplied by the creditors and dependence of the
= on external borrowing. This ratio has been decreasing at 2009. Over the five years the firm
¢ 2 decreased ratio, it means the company they have tried to manage solvency of the firm.

wreover the firm’s dependency on external borrowing lies between 50% -80% over the last 5

S

81 |




2) Debt to Equity

Table 15: Debt to Equity

2008 2009 2010 2011 2012
Debt 908,746,755 880,720,683 | 845,546,137 | 999,127,489 988,482,821
Equity 151,748,731 157,163,844 | 780,420,999 | 960,624,456 913,207,098
=0 Equity Ratio 5.99 5.60 1.08 1.04 1.08
th Rate (%) - -6.42 -80.67 -4.00 4.07

- Annual Report of Sonargaon Textile Limited (2008-2012)

Debt to Equity Ratio
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ratio measures for every 1 taka of equity how much liability the shareholders bear. This ratio
aeen quite stable from 2008-2012. In 2012 for every taka of equity shareholders bear 1.08
= as liability. This means the risk beared by shareholders decreased in 2012. That means

zholders have to bear less liability.’
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laterest Coverage Ratio

Table 16: Interest Coverage Ratio

2008 2009 2010 2011 2012
56,827,447 75,295,793 85,977,016 99,895,568 95,470,059
Expense 64,016,716 | 62,098,957 66,439,636 78,348,972 85,611,306
Coverage Ratio 0.89 1.21 1.29 1.28 1.12
Rate (%) - -98.79 -98.71 -98.72 -98.88
=== Annual Report of Sonargaon Textile Limited (2008-2012)
Interest Coverage Ratio
1.40 0
1.20 220
050
0.60 ho Ratios
0.40 -80
0.20 -100 Growth Rate (%)
0.00 -120
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*s ratio, often referred to as the Times interest earned ratio, measures the protection available
= creditors as the extent to which earnings available for interest cover interest expense. In 2008
“wnargaon Textile had the lowest interest coverage ratio 0.89 and in 2010 the company has the

* zhest interest coverage ratio of value 1.29.
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[I LCFO to Debt Ratio
Table 17: CFO to Debt Ratio
Yaar 2008 2009 2010 2011 2012
FO 99,966,293 | 101,601,204 | 117,819,476 | 44,380,250 | -68,630,318
Total Debt 908,746,755 | 880,720,683 | 845,546,137 | 999,127,489 | 988,482,821
CFO to Debt Ratio 0.110 0.115 0.139 0.044 -0.069
Srowth Rate (%) - 4.87 20.79 -68.12 -256.31
source: Annual Report of Sonargaon Textile Limited (2008-2012)
CFO to Debt Ratio
0.150 50
0
0.100
-50
0.050 100 _
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-150
0.000 Growth Rate (%)
2008 2009 2010 2011 2012 -200
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Year

s ratio measures how much cash flow from operation is generated to pay out the creditors.

wrargaon Textile CFO (Cash Flow from Operation) to debt ratio is constantly below 1 which

n cates that the debt is always higher than the cash flow generated from core operation. In the
I
- war 2010 the ratio is the highest, this indicates in that year there was more cash outflow from the

wrz operation.
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To earn profit,

~ "o increase profit.

1) Gross Margin

o sustain profit, and

Table 18: Gross Margin

profitability analysis of the firm, because of following three reasons:

D) Profitability Ratios: Any Shareholders or Equity Investor mostly concern with the

2008 2009 2010 2011 2012
651,097,600 | 693,496,591 724,013,901 | 781,963,868 | 821,574,671
s Profit 78,158,387 97,155,515 109,742,447 | 120,665,610 107,005,642
Margin Ratio (%) 12.00 14.01 15.16 15.43 13.02
h Rate (%) - 16.71 8.19 1.80 -15.60
wrze: Annual Report of Sonargaon Textile Limited (2008-2012)
Gross Margin Ratio
20.00 20
15.00 . 10
10.00 0
Ratios
5.00 -10
Growth Rate (%)
0.00 -20
2008 2009 2010 2011 2012
. Year

e ratio shows the relationship between the sale and manufacturing cost of the firm. The ratio
micates how efficiently the firm manages its cost of sale to generate higher profit. Therefore,
w.zner the ratio better it is for the firm. Over the years the gross margins have increased with a

=z fluctuation but at 2011 the margin has increased again at 15.43%.
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2) Operating Margin

Table 19: Operating Margin

2008 2009 2010 2011 2012

651,097,600 | 693,496,591 | 724,013,901 | 781,963,868 | 821,574,671

ing Profit 56,629,005 | 74,714,081 | 85,725,591 | 95,407,693 81,709,479
ing Margin Ratio (%) 8.70 10.77 11.84 12.20 9.95
Rate (%) - 23.87 9.90 3.05 -18.49

==: Annual Report of Sonargaon Textile Limited (2008-2012)

Operating Margin Ratio
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=5 measures the profitability of the company from firm’s central operation. At 2009 ratio has
sown increase, but again it is decreases in 2012. These indicate the firm generates 9.95% profit

= its central operation in 2012, which is lower over the five years.
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3) Pretax Margin

Table 20: Pretax Margin

2008 2009 2010 2011 2012

651,097,600 693,496,591 724,013,901 781,963,868 821,574,671

-7,189,269 13,196,836 19,537,380 21,546,596 9,858,753

Margin (%) -1.10 1.90 2.70 2.76 1.20
Rate (%) - -272.34 41.81 2.11 -56.45

rce: Annual Report of Sonargaon Textile Limited (2008-2012)

Pretax Margin
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“as negative growth rate compared to previous year.

[ Ratios

Growth Rate (%)

s measures the firm’s profitability without considering the tax structure. Over the years the

s pretax margin has increased except in 2012. In 2012 the pretax margin was 1.20%, which
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4) Profit Margin

Table 21: Profit Margin

sear 2008 2009 2010 2011 2012
Sales 651,097,600 | 693,496,591 | 724,013,901 | 781,963,868 | 821,574,671
%=t Income -7,389,269 10,375,113 | 15,436,880 16,523,457 7,111,921
#=ofit Margin (%) -1.13 1.50 2.13 2.11 0.87
srowth Rate (%) - -231.82 42.52 -0.89 -59.03

3.00
2.00
1.00
0.00
-1.00

-2.00

war 2011 the value is

“wurce: Annual Report of Sonargaon Textile Limited (2008-2012)

Profit Margin Ratio

2008 2009 2010 2011

2.11%.

Year

100

2012

Ratios

Growth Rate (%)

e profitability after considering tax and capital structure including all other expenses is
wmezsured by net profit margin. This indicates the firm’s overall profitability net of all expenses.

e ratio has been Volatile over the last five years. Sonargaon textile has highest profit value in
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=1 Return on Asset

Table 22: Return on Asset

2008 2009 2010 2011 2012

Asset 1,060,495,486 | 1,037,884,527 | 1,625,967,136 | 1,959,751,944 | 1,901,689,919
income -7,389,269 10,375,113 15,436,880 16,523,457 7,111,921
%) -0.70 1.00 0.95 0.84 0.37
Rate (%) - -243.47 -5.03 -11.19 -55.64

== Annual Report of Sonargaon Textile Limited (2008-2012)

Return On Asset
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~ % s ratio measures two things: 1.the management’s ability to utilize the firm’s profit and 2. The

w==um available to all capital providers.

~ zher ratio will indicate the firm is earning more return which will go to the investors.
“wnargaon textile return on asset ratio has been going down from 2009, which is lowest of 0.37%

= 2012. Which means for every one taka of total asset the income generated if 0.37 taka.
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%1 Return on Equity

Table 23: Return on Equity

2008 2009 2010 2011 2012

Equity 151,748,731 157,163,844 780,420,999 | 960,624,456 | 913,207,098
Income -7,389,269 10,375,113 15,436,880 16,523,457 7,111,921
(%) -4.87 6.60 1.98 1.72 0.78
h Rate {%) - -235.57 -70.04 -13.04 -54.72

==- Annual Report of Sonargaon Textile Limited (2008-2012)

Return on Equity
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~ s ratio measures the return available to all equity holders. The income in this calculation can
:ncome before or after tax but it must be the income after considering the interest payment.
~ucept 2009 the ratio is decreasing over the last five years. In 2009 return on equity of

“wnargaon textile is the highest, 6.60%.
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Chapter: 7
CMC-KAMAL

Textile’s Performance
Analysis




22is Chapter the performance of CMC-KAMAL Textile has been janalyzed by calculating
vity, Liquidity, Solvency and Profitability ratios by collecting information from their annual

w1 (2008-2012).

Activity Ratios: Activity ratios describe the relationship between the firm’s level of

operations (usually defined as sales) and the assets needed to sustain operating activities.
The higher the ratio, the more efficient the firm’s operations, as relatively fewer assets are

required to support a given level of operations (sales).

1) Inventory Turnover Ratio

Table 1: Inventory turnover

2008 2009 2010 2011 2012

s Sold 145,841,375 177,912,560 366,068,421 | 400,161,495 | 418,572,526
62,968,100 81,337,627 95,299,788 | 135,692,738 | 152,830,922

turnover Ratio 2.32 2.19 3.84 2.95 274
fate (%) - -5.56 | 75.61 | -23.23 -7.13

Sorce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Inventory Turnover Ratio
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‘aventory turnover ratio measures the number of times inventory has been turned over in a year.
This in turn means higher the ratio better it is for the company. Higher ratio means inventory

Zoes not remain in stock for long, it is sold quickly. Though the Company’s inventory turnover
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s low, but it is increasing over the year from 2008 to 2012. So we can easily understand
“MC-KAMAL textile has tried to manage their inventory turnover process in an efficient
s0 that they can quickly sell the finished goods without remaining the inventory in the

=oouse.

ge Number of day's inventory in stock:

Table 2: Average Number of day's inventory in stock

Year 2008 2009 2010 2011 2012
inventory turnover Ratio 2.32 2.19 3.84 2.95 2.74
No of Days 158 167 95 124 133
Growth Rate (%) - 5.89 -43.06 30.25 7.68

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Average No of Days Inventory in stock

200
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0 Growth Rate (%)

50 2008 2009 2010 2011 2012
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The impact of lower inventory turnover ratio reflects in average number of day’s inventory in
stock. Lower the ratio better. According to the data in 2009 it is higher, due to lower inventory
murnover ratio, but over the time it is decreasing, due to increasing inventory turnover ratio. i.e.

zpproximately 167 days in 2009 the highest and in 2010 it is 95 days the lowest. So over the time
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secame efficient to manage frequent inventory movement and completing production

c=ss quickly, as well as selling the goods quickly.

2} Receivable Turnover Ratio

Table 3: Receivable Turnover

2008 | 2009 2010 2011 2012

162,999,801 | 207,453,709 | 434,207,010 | 468,240,190 513,181,307

ivable 4,538,333 10,182,282 26,222,248 7,865,104 0
ble Turnover Ratio 35.92 20.37 16.56 59.53 0.00

n Rate (%) - -43.27 -18.73 259.53 -100.00

szt Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Receivable Turnover Ratio
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The receivable turnover ratio is same as the inventory turnover ratio. It measures how frequently
==ceivables are turned over in a year. Higher this ratio is better. The graph shows that in 2008 it
collected its cash efficiently and maintained a better cash collection policy but there has been
Zecrease in coming years which makes it easy to conduct operation. In 2011 CMC-KAMAL

zxtile has the highest Accounts receivable turnover which is 0f value 59.53.
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oge Number of day's receivable outstanding:

Table 4: Average Number of day's receivable outstanding

Year 2008 2009 2010 2011 2012
Receivable

Turnover 35.92 20.37 16.56 59.53 0.00
No of Days 10 18 22 6 0
Growth Rate (%) - 76.28 23.04 -72.19 | -100.00

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Average No of Days Receivable
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100
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-100

-150
Year

_ower the average number of day’s receivable outstanding, better it is for the firm. Which
ndicate receivable is collected quickly. In 2011, average number of days receivable outstanding
»as approximately 6 days which is the lowest and the best achieved in five years. This means in
2011 the company takes 6 days on an average to complete one receivable turnover process i.e.
~Tom sale of goods to collection of receivables. The highest number of days to complete one
~eceivable turnover process was approximately 22 days in 2010. It means the firm required

22days to collect the receivables after sale of goods.
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3) Pavable Turnover

Table 5: Payable Turnover

2008 2009

surnover ratio which is 43.87.

2010 2011 2012

Year

95 |

2008 2009 2010 2011 2012
145,841,375 177,912,560 366,068,421 | 400,161,495 418,572,526
n Inventory 0 18,369,527 13,962,161 | 40,392,950 17,138,184
15,309,065 9,061,527 8,661,822 | 11,734,810 0
Turnover ratio 9.53 21.66 43.87 37.54 0.00
Rate (%) - 127.38 102.55 -14.43 -100.00
: Annuat Report of CMC-KAMAL Textile Limited (2008-2012)
Payable Turnover Ratio
50.00 200
40.00 100
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20.00 0 .
—_— -100 Ratio
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_ike the inventory turnover ratio, payable turnover ratio measures how frequently the payables
e turned over in a year. Lower the ratio better it is for the firm. In five years scenario, at the
seginning 5 years the firm has lower long term debt. Which indicates the firm’s solvency

=garding conduct the firm’s operation. But in 2010 the company has the highest payable




e Number of day's pavable outstanding:

Table 6: Average Number of day's payable outstanding

Cvear 2008 2009 2010 2011 2012
#ayable Turnover 9.53 21.66 43.87 37.54 0.00
%o of Days 38 17 8 10 0
Srowth Rate (%) - -56 51 17 -100

-100

-150

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Average No of Days Payable
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Outstanding
2009 2010 2011 2012
Year

No of Days

Growth Rate (%)

n case of average number of day’s payables outstanding reflects the number of days needed to

:omplete on payable turnover process. In 2008, the ratio was the highest with 38 days to

complete one payable turnover process, which is sufficient to get more time to pay the payable

and get more time to use it. In 2010 the no of days are lowest of value 8.
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&) Total Asset Turnover Ratio

Table 7: Total Asset Turnover

2008 2009

2010

2011

Year

2012

sfficiently use the asset. This is highly happened in 2010 compare to other years.

2008 2009 2010 2011 2012
162,999,801 | 207,453,709 434,207,010 468,240,190 513,181,307
Asset 477,786,086 | 528,038,688 953,302,203 | 1,644,251,414 | 1,644,094,569
Asset turnover Ratio 0.34 0.39 0.46 0.28 0.31
rate (%) - 15.16 15.93 -37.48 9.61
“wurce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
Total Asset Turnover Ratio
0.50 100%
0.45 80%
0.40 60%
0.35 40%
0.30 20%
0.25 0%
0.20 -20% Ratios
0.15 -40% .
0.10 -60% Growth rate (%)
0.05 -80%
0.00 -100%

The total asset turnover has hit the lowest 0.28x in 2011 and highest 0.46x in 2010. As the total

zsset turnover ratio is highest in 2010 this high ratio indicates firm generates more sales by more

97 |




5) Fixed Turnover Ratio

Table 8: Fixed Asset Turnover

2008 2009 2010 2011 2012

162,999,801 | 207,453,709 434,207,010 | 468,240,190 513,181,307

Asset 403,268,706 | 370,497,374 797,417,772 | 850,392,682 | 1,094,290,573
Asset Turnover Ratio 0.40 0.56 0.54 0.55 0.47
Rate (%) - 38.53 -2.75 1.12 -14.83

rce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Fixed Asset Turnover Ratio
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¢ company is in a volatile situation.

Year
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The ratio measures the efficiency of capital investment. The higher the ratio, the better it is.
“ccording to the graph the fixed asset turnover ratio decreased from 0.55 to 0.47, in 2012. This
=eans in 2012, for taka 1 change in fixed asset sales generated is taka 0.47. The highest in five

vears was the 0.56 and the lowest fixed asset turnover ratio of 0.40 in 2008. Throughout 5 years
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8) Liquidity Ratios: Liquidity means the ability of the firm to use its current assets to pay its
short term obligations. Short-term creditors are more concern about the liquidity analysis of
a firm, because they want to know that whether a firm has ability to pay its short term

obligation in-time or not.

1) Operating Cycle

Table 9: Operating Cycle

Year | 2008] 2009 2010 2011] 2012
No of Days Inventory in stock | 158 167 95 124 133 |
Days Sales Outstanding 10 18 22 6 0
Operating Cycle 168 185 117 130 133
Growth Rate (%) - 10.15 -36.65 10.97 2.59

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
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Jperating cycle of a firm is the sum of the number of days it takes to sell inventory and the
~umber of days until the resulting receivable are converted to cash. The lower the number of
Zays is, the better the firm is. CMC-KAMAL Textile had lowest number of days in operation
:yele in year 2010 and it has highest number of days in operation cycle in 2009 which is 185
iays.
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2) Cash Cycle

Table 10: Cash Cycle

Year 2008 2009 2010 2011 2012
Operating Cycle 168 185 117 130 133
Days Payable Outstanding 38 17 8 10 0
Cash Cycle 129 168 109 120 133
Growth Rate (%) - 29.74 -35.25 10.51 10.89

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Cash Cycle
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The cash cycle captures the interrelationship of sales, collections and trade credit in a manner
@at the individual numbers may not. The shorter the cycle, the more efficient the firm’s
speration and cash management; longer cycles, on the other hand, may be indicative of cash
shortfalls and increased financing cost. CMC-KAMAL textile has lowest number of days in cash
zvcle in 2010 which is 109 days. In 2009 financing cost of CMC-KAMAL textile has more ratio
zs it had the highest 168 days in their cash cycle.
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3) Current Ratio

Table 11: Current Ratio

current asset it pays out 1 taka of current liability.

2008 2009 2010 2011 2012
Assets 74,517,380 157,541,314 155,884,431 790,419,840 549,803,996
t Liabilities 82,914,655 227,187,752 | 234,260,341 201,035,272 151,492,454 |
t Ratio 0.90 0.69 0.67 3.93 3.63
h Rate (%) - -22.84 -4.04 490.86 -7.69
“wwerce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
Current Ratio
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The current ratio measures ability of the company to pay its current liability using its current
ssset. The higher the ratio the better is the firm’s liquidity position. Throughout the five years the
“rm’s current ratio was increasing from 0.90 to 3.93. This means for every taka current liability

the company more current asset compare to the previous year. Such as in 2011 with 3.93 taka of
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4) Quick Ratio

Table 12: Quick Ratio

2008 2009 2010 2011 2012
nt Assets 74,517,380 | 157,541,314 | 155,884,431 | 790,419,840 549,803,996
urrent Liabilities 82,914,655 | 227,187,752 | 234,260,341 | 201,035,272 151,492,454
‘mwentories 62,968,100 81,337,627 | 95,299,788 | 135,692,738 152,830,922
ick Ratio 0.14 0.34 0.26 3.26 2.62
‘Srowth Rate (%) - 140.81 -22.90 1159.29 -19.54
c2: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
Quick Ratio
3.50 1400
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This ratio measures the ability of the firm to pay its current liability using current asset without
sepending of inventory and prepaid expenses. Over five years the highest is in 2011 with 3.26

z. to payout 1 taka liability the firm has 3.26 taka current asset without depending on inventory
and prepaid expense. The liquidity position is the weakest in 2008. The quick ratio over the years

=as increased, which indicates firm’s liquidity position is good.
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5) Cash Ratio

Table 13: Cash Ratio

| Wear 2008 2009 2010 2011 2012
Zash 827,623 6,049,751 14,199,236 639,240,226 368,505,501
current Liabilities | 82,914,655 227,187,752 234,260,341 201,035,272 151,492,454
—=sh Ratio 0.010 0.027 0.061 3.180 2.433
srowth Rate (%) | - 166.78 127.62 | 5145.97 -23.50

“marce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Cash ratio
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= case of quick ratio we depend on accounts receivable. Here after including only cash and cash

=quivalents the ratio has further gone down compared to quick ratio, hitting the lowest in 2008

with 0.010x and highest in 2011 with 3.180x. This means in 2008, for every taka of current

zbility there was 0.010 taka of cash and cash equivalents available. This raises a huge question

on the firm’s liquidity position. But it rises over the year and in 2012 it raised a little indicating

mprovement.
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L) Solvency Ratios: The analysis of firm capital structure is necessary to understand long

term risk and return prospect.

1) Debt to Capital

Table 14: Debt to Capital

Year 2008 2009 2010 2011 2012
Total Debt 305,786,086 | 329,440,702 | 292,736,921 | 271,881,886 | 170,445,421
Total Capital 477,786,086 | 528,038,688 | 953,302,103 | 1,644,251,414 | 1,644,094,569
Debt to Capital Ratio 0.64 0.62 0.31 0.17 0.10
Srowth Rate (%) - 252 -50.78 -46.15 -37.30

source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Debt to Capital Ratio
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This ratio measures the proportion of the capital supplied by the creditors and dependence of the
“rm on external borrowing. This ratio has been decreasing at 2009.Over the five years the firm
aas a decreased ratio, but finally they hdve tried to manage solvency of the firm. But moreover

the firm’s dependency on external borrowing lies between 20% -60% over the last 5 years.
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2) Debt to Equity

Table 15; Debt to Equity

2008 2009 2010 2011 2012

Debt 305,786,086 329,440,702 | 292,736,921 271,881,886 170,445,421
Equity 172,000,000 198,597,986 | 660,565,182 | 1,372,369,528 1,473,649,148
to Equity Ratio 1.78 1.66 0.44 0.20 0.12
Rate (%) - -6.69 -73.28 -55.30 -41.62

“ource: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Debt to Equity Ratio
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The ratio measures for every 1 taka of equity how much liability the shareholders bear. This ratio
nas been decreased from 2008-2012. But finally in recent years they have tried to manage
:ability and in 2012 for every taka of equity shareholders bear 0.12 taka as liability. This means

e risk beared by shareholders is lowest in 2012.
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3) Interest Coverage Ratio

Table 16: Interest Coverage Ratio

fear 2008 2009 2010 2011 2012
=T 8,675,959 22,010,680 61,858,493 92,510,454 146,761,870
mterest Expense 22,608,912 1,662,634 19,010,817 21,794,871 23,592,424
mterest Coverage Ratio 0.38 13.24 325 4.24 6.22 |
Srowth Rate (%) - -86.76 -96.75 -95.76 -93.78
“ource: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
|
|
Interest Coverage Ratio
15.00 0
-20
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5.00 -80 Ratios
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0.00 120 Growth Rate (%)
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2012

This ratio, often referred to as the Times interest earned ratio, measures the protection available

10 creditors as the extent to which earnings available for interest cover interest expense. In 2008

CMC-KAMAL textile had the lowest interest coverage ratio 0.38 and in 2009 the company has

the highest interest coverage ratio of value 13.24.
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4) CFO to Debt Ratio

Table 17: CFO to Debt Ratio

Year 2008 2009 2010 2011 2012
CFO 4,697,819 6,470,227 24,366,382 54,188,542 84,550,311
Total Debt 305,786,086 | 329,440,702 | 292,736,921 | 271,881,886 | 170,445,421
CFO to Debt Ratio 0.015 0.020 0.083 0.199 0.496
Growth Rate (%) - 27.84 323.81 139.45 148.89
Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
CFO to Debt Ratio
0.600 350
0.500 300
0.400 250
0.300 igg .
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0.100 50 Growth Rate (%)
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This ratio measures how much cash flow from operation is generated to pay out the creditors.

“MC-KAMAL Textile CFO to debt ratio is constantly below 1 which indicates that the debt is

z'ways higher than the cash flow generated from core operation. In the year 2008 the ratio is

owest, this indicates in that year there was little cash outflow from the core operation.
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D) Profitability Ratios: Any Shareholders or Equity Investor mostly concern with the

profitability analysis of the firm, because of following three reasons:

To earn profit,
- To sustain profit, and
* To increase profit.

1) Gross Margin

Table 18: Gross Margin

fear 2008 | 2009 2010 2011 2012
szles 162,999,801 | 207,453,709 434,207,010 | 468,240,190 | 513,181,307
Sross Profit 17,158,426 29,541,149 68,138,589 68,078,695 94,608,781
Sross Margin Ratio (%) 10.53 14.24 15.69 14.54 18.44
Srowth Rate (%) - 35.27 10.20 -7.35 26.80

source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Gross Margin Ratio
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The ratio shows the relationship between the sale and manufacturing cost of the firm. The ratio
indicates how efficiently the firm manages its cost of sale to generate higher profit. Therefore,
nigher the ratio better it is for the firm. Over the years the gross margins have decreased with a

little fluctuation but at 2012 the margin has increased again at 18.44%.
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Operating Margin

2)

Table 19: Operating Margin

2008 | 2009 2010 2011 2012
162,999,801 | 207,453,709 | 434,207,010 | 468,240,190 513,181,307
ting Profit 8,405,827 20,853,691 | 57,842,835 49,543,990 79,084,784
ting Margin Ratio (%) 5.16 10.05 13.32 10.58 | 15.41
h Rate (%) - 94.93 32.52 -20.57 45.65
“ource: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
Operating Margin Ratio
20.00 150
15.00 100
10.00 50
Ratios
5.00 0
Growth Rate (%)
0.00 -50
2008 2009 2010 2011 2012
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This measures the profitability of the company from firm’s central operation. At 2009 ratio has

shown increase, but again it is decreased in 2011. These indicate the firm generates 10.58%

orofit from its central operation in 2011, which is higher over the five years.
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3) Margin before Interest and tax

Table 20: Margin before Interest and Tax

2008 2009 2010 2011 2012
162,999,801 | 207,453,709 | 434,207,010 | 468,240,190 | 513,181,307
8,675,959 22,010,680 61,858,493 | 92,510,454 | 146,761,870
in before Interest & Tax (%) 5.32 10.61 | 14.25 19.76 28.60 |
h Rate (%) - 99.33 34.27 38.68 44.75

35.00
30.00
25.00
20.00
15.00
10.00

5.00

0.00

Year

2008 2009 2010 2011 2012

orofit from both its central and peripheral operations.

“wurce: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Margin before Interest and Tax
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This ratio measures profitability from the firms over all operation i.e. central and peripheral
aperation. In these five years the ratio hit the lowest of 5.32 in the year 2008 and highest of 28.60
n 2012. This means in 2012, for every one taka of sales the company generated 28.60-taka of
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4) Pretax Margin

Table 21: Pretax Margin

Year

2008 2009 2010 2011 2012
162,999,801 207,453,709 434,207,010 468,240,190 513,181,307
-13,932,953 20,348,046 42,847,676 70,715,583 123,169,446
Margin (%) -8.55 9.81 9.87 15.10 | 24.00
Rate (%) -214.75 0.61 53.04 58.92
source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)
Pretax Margin
30.00 100
20.00 g *°
1 J 0
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(i #lLﬁ,:. | >0 mmw Ratios
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This measures the firm’s profitability without considering the tax structure. Over the years the
Arm’s pretax margin has increased except in 2008. After these rise and fall, finally the ratio rose
sack again to 24% in 2012.
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5) Profit Margin .

Table 22: Profit Margin

Year 2008 2009 2010 2011 2012
Sales 162,999,801 | 207,453,709 | 434,207,010 | 468,240,190 | 513,181,307
Net Income -33,096,664 17,295,839 | 36,420,525 60,896,964 | 104,718,512
Profit Margin (%) -20.30 8.34 8.39 13.01 20.41
Growth Rate (%) - -141.06 0.61 55.05 56.90

source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Profit Margin Ratio
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The profitability after considering tax and capital structure including all other expenses is
measured by net profit margin. This indicates the firm’s overall profitability net of all expenses.
The ratio has been increasing over the last five years. CMC-KAMAL Textile has highest profit
value in year 2012 the value is 20.41%
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6) Return on Asset

Table 23: Return on Asset

Year 2008 2009 | 2010 2011 2012
Total Asset 477,786,086 528,038,688 | 953,302,203 | 1,644,251,414  1,644,094,569
Net Income | -33,096,664 | 17,295,839 | 36,420,525 60,896,964 104,718,512
ROA(%) -6.93 3.28 3.82 3.70 6.37
Growth Rate (%) - -147.29 16.64 -3.06 71.98

Source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Return On Asset
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This ratio measures two things: 1.the management’s ability to utilize the firm’s profit and 2. The

return available to all capital providers.

Higher ratio will indicate the firm is earning more return which will go to the investors. CMC-
KAMAL Textile return on asset ratio has been going down at 2008 and again increase over the

vears, which is highest of 6.37% in 2012. Which means for every one taka of total asset the

income generated if 6.37 taka.
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7) Return on Equity

Table 24; Return on Equity

fear 2008 2009 2010 2011 2012
“otal Equity 172,000,000 | 198,597,986 | 660,565,182 | 1,372,369,528 | 1,473,649,148
%et Income -33,096,664 17,295,839 36,420,525 60,896,964 104,718,512
ROE (%) -19.24 8.71 5.51 4.44 7.11
Srowth Rate (%) - -145.26 -36.69 -19.52 60.14

source: Annual Report of CMC-KAMAL Textile Limited (2008-2012)

Return on Equity
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This ratio measures the return available to all equity holders. The income in this calculation can
be income before or after tax but it must be the income after considering the interest payment. In
2008 CMC-KAMAL Textile has a negative Return on equity otherwise it holds a volatile

position throughout the years.
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Chapter: 8

Comparison of the
Textiles’ Performance




= the previous chapters the individual performances of each textile companies are shown, in this

waapter for broader analysis comparative performances of the companies have been discussed.

A)Activity Ratios

1) Inventory Turnover Ratio

Table 1: Inventory Turnover Ratio

Year 2008 2009 2010 2011 2012
Square Textile 2.29 3.15 2.12 417 4.47
Beximco Synthetics 1.01 0.87 1.05 1.52 1.23
Sonargaon Textile 1.18 1.32 1.26 0.87 0.88
CMC-KAMAL Textile Mills 2.32 2.19 3.84 2.95 2.74

Inventory Turnover Ratio

5.00
4.00 Square Textile
3.00
Ratio Beximco Synthetics

2.00
1.00 Shonargaon Textile
0.00

2008 2009 2010 2011 2012 CMC-KAMAL Textile

Mills
Year

From the graph we can see that Square textile is in best position with 4.47x. For inventory
turnover ratio, higher the ratio betters the scenario. Therefore, Square textile completes its whole
inventory turnover process approximately five times a year. Sonargaon Textile and Beximco
Synthetics are below over five years and rests of the companies are in moderate position

maintaining inventory turnover ratio.
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sverage number of days Inventory in stock -

Table 2: Average number of davs Inventory in Stock

Year 2008 2009 2010 2011 2012
Square Textile 159 116 172 87 82
Beximco Synthetics 362 421 349 240 298
Sonargaon Textile 310 276 289 419 413
CMC-KAMAL Textile Mills 158 167 95 124 133

No. of Days Inventory in Stock

500
400 Square Textile
300
Days Beximco Synthetics
200
100 Shonargaon Textile
0

-CMC-KAMAL Textile
Mills

2008 2009 2010 2011 2012

Year

Most companies in the textile industry keep inventory in stock for approximately 150 days. In
comparison to this from the graph we can see that Sonargaon textile is in worst position with
nighest number of day’s inventory in stock i.e. 419 days which is explained by their lowest
inventory turnover ratio. On the other hand, an Square Textile is in the best position with lowest

number of days 82 days inventory in stock which explains their highest inventory turnover ratio.
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2) Receivable Turnover Ratio

Table 3: Account Receivable Turnover Ratio

Year 2008 2009 2010 2011 2012
Square Textile 1.91 2.32 2.18 2.82 3.29
Beximco Synthetics 1.81 1.50 2.09 2.14 1.57
Sonargaon Textile 44.46 10.82 10.23 29.89 26.92
CMC-KAMAL Textile Mills | 35.92 20.37 16.56 59.53 0.00

Receivable Turnover Ratio
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a9 30,00 eximeo synine
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According to 5 years data, the trend of receivable turnover ratio is increasing position in CMC-
LAMAL Textile. But in Beximco Synthetics, the ratio of receivable turnover is fluctuating and

has low value.

For the receivable turnover ratio, higher ratio is good for the company. Most of the company’s
receivable ratios have a growing trend and it indicates the company’s credit policy maintains the
sales level. In Beximco Synthetics, the ratio indicates that the level of investment in receivables

is not sufficient to maintain the firm’s sales level.
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sverage Number of day's receivable outstanding:

Table 4: Average Number of day's receivable outstanding

Year 2008 2009 2010 2011 2012
Square Textile 192 157 167 129 111
Beximco Synthetics 201 243 175 171 232
Sonargaon Textile 8 34 36 12 14
CMC-KAMAL Textile Mills 10 18 22 6 0

Days
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250
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100
50
0

2008 2009 2010

Year

2011

2012

Square Textile

Beximco Synthetics
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CMC-KAMAL Textile
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From 2008-2012, the number of days receivable outstanding is increasing for Beximco

Synthetics. But in CMC-KAMAL Textile the numbers of days are decreasing over the year. In

Beximco, the number of days is very much higher than other three companies.

As we know that the low average number of days receivable outstanding (DSO) is good for

company. For CMC-KAMAL Textile, it can be said that gradually the company can collect their

credit money within a fewer days. In earlier year, Sonargaon Textile could collect their credit

money within fewer days and gradually the days are increasing.
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3) Payable Turnover

Table 5: Pavable Turnover

Year 2008 2009 2010 2011 2012
Square Textile 231 3.21 3.95 3.40 3.96
Beximco Synthetics 14.49 8.71 11.36 17.34 18.98
Sonargaon Textile 2.29 4.15 3.42 3.25 3.59
CMC-KAMAL Textile Mills 9.53 21.66 43.87 37.54 0.00

Ratio
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The lower ratio of payable indicates the better condition of a company. Square and Sonargaon

textile both company have approximately same ratio which indicates that they make purchase

from assets rather than from on credit. As they have low accounts payable, their companies are

efficient in making asset.
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sverage Number of dav's payable outstanding:

Table 6: Average Number of day's pavable outstanding

Year 2008 2009 2010 2011 2012
Square Textile 158 114 92 107 92
Beximco Synthetics 25 42 32 21 19
Sonargaon Textile 160 88 107 112 102
CMC-KAMAL Textile Mills 38 17 8 10 0

No. of Days Payable Outstanding

200
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From 2008-2012 data, we can see that Average Number of day's payable outstanding ratio was

fluctuated over time to time for the five companies.

Average number of day's payable outstanding or DPO is an efficiency ratio that measures the
average number of days a company takes to pay its suppliers. Here, we find that CMC-KAMAL
Textile takes less number of days to pay their credit money rather than Square and Sonargaon

footwear takes.
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4) Total Asset Turnover Ratio

Table 7: Total Asset Turnover

Year 12008 2009 2010 2011 2012
Square Textile 0.64 0.81 0.76 1.06 1.08
Beximco Synthetics 0.31 0.27 0.35 0.50 0.43
Sonargaon Textile 0.61 0.67 0.45 0.40 0.43
CMC-KAMAL Textile Mills 0.34 0.39 0.46 0.28 0.31

Total Asset Turnover Ratio
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For Square, the total asset turnover was 0.64 in 2008 and for 2009-2012; it either decreased or
increased slightly. Sonargaon Textile followed decreasing trend and on the other hand the ratio

of CMC-KAMAL Textile is lower than the three companies.

Total asset turnover ratio indicates how a company using assets efficiently against their sales.
After analyzing the 5 years data it can say that, CMC-KAMAL Textile uses lower amount of
assets to make their sale but Square uses assets higher rather than CMC-KAMAL Textile to

make their sale.
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3) Fixed Asset Turnover Ratio

Table 8: Fixed Asset Turnover

Year 2008 2009 2010 2011 2012
Square Textile 1.64 2.02 2.51 3.78 3.32
Beximco Synthetics 0.62 0.53 0.69 1.06 0.99
Sonargaon Textile 1.26 1.44 0.68 0.74 0.83
CMC-KAMAL Textile Mills 0.40 0.56 0.54 0.55 0.47

Fixed Asset Turnover Ratio
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As have been already mentioned this ratio indicates how much sales a company can generate
with the given level of fixed asset. Higher the ratio, better it is. For this industry which sets the
bench mark at 1.56x, Square textiles is maintaining the best position with 3.78x and the worst
ratio is of both Beximco Synthetics and CMC-KAMAL Textile. Both the companies maintain

ratio bellow 1. Rests are maintaining better or equal to the bench mark position.
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B) Liquidity Ratios

1) Operating Cycle

Table 9: Operating Cycle

Year 2008 2009 2010 2011 2012
Square Textile 351 273 339 217 193
Beximco Synthetics 563 664 524 410 314
Sonargaon Textile 319 310 325 432 426
CMC-KAMAL Textile Mills 168 185 117 130 133
Operating Cycle
800
Square Textile
600
Days 400 Beximco Synthetics
200
Shonargaon Textile
0
2008 2009 2010 2011 2012 CMC-KAMAL Textile
Year Mills

For CMC-KAMAL Textile, Operating Cycle in 2012 was 133 days and it fluctuated over the
year of 2009-2012. Same trend followed by Square and Sonargaon Textile.

Operating Cycle means the number of days a firm takes to sell inventory. Here, we can find that
Sonargaon Textile takes much longer time rather than Square textile and Beximco Synthetics

take.
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2) Cash Cycle

Table 10: Cash Cycle

Year 2008 2009 2010 2011 2012
Square Textile 193 159 247 110 101
Beximco Synthetics 538 622 492 389 294
Sonargaon Textile 159 222 218 319 324
CMC-KAMAL Textile Mills 129 168 109 120 133
Cash Cycle
700
600 Square Textile
500
400 . .
Days 300 Beximco Synthetics
200
100 Shonargaon Textile
0
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Year Mills

For Square Textile, cash cycle in 2008 was 193 days and then it followed decreasing &

increasing trend. Same trend followed by Sonargaon Textile and CMC-KAMAL Textile. But in

2008, Beximco textile’s cash cycle was 538 days and then it followed decreasing trend.

By Cash Cycle, we mean the number of days a firm takes to convert the receivables into cash.

Here, we find that Beximco Textile takes much longer time rather than other companies take.
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3) Current Ratio

Table 11: Current Ratio

Year 2008 2009 2010 2011 2012
Square Textile 1.21 1.36 1.43 1.58 2.11
Beximco Synthetics 2.09 2.01 1.92 2.36 1.72
Sonargaon Textile 0.98 1.03 1.23 1.39 1.93
CMC-KAMAL Textile Mills 0.90 0.69 0.67 3.93 3.63

Ratio

After analyzing the data, we can see that the current ratio for Square Textile and Sonargaon
Textile are consistent throughout the 5 years but Beximco Synthetics and CMC-KAMAL Textile
have volatile curret ratio. It implies that Square Textile and Sonargaon Textile are able to pay off
its current liabilities with its current assets more efficiently whereas Beximco Synthetics and
CMC-KAMAL Textile are not capable enough to pay off its current liabilities with its current

assets. Thus, it shows that Square Textile and Sonargaon Textile have a better liquidity position
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rather than Beximco Synthetics and CMC-KAMAL Textile.
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4) Quick Ratio

Table 12: Quick Ratio

Year 2008 2009 2010 2011 2012
Square Textile 0.75 0.87 0.83 1.11 1.47
Beximco Synthetics 0.98 0.93 0.77 1.12 0.86
Sonargaon Textile 0.10 0.20 0.17 0.23 0.21
CMC-KAMAL Textile Mills 0.14 0.34 0.26 3.26 2.62
Quick Ratio
6.00
5.00 CMC-KAMAL Textile
4.00 Mills
Ratio 3.00 Shonargaon Textile
2.00
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0.00
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Year

After analyzing the data, we can see that the Quick ratios of Shorargaon Textile is less than 1.2

which implies that the company is unable to pay of its current liabilities with the quick assets it

has. So, the company has lower liquidity position in terms of their quick assets but other three

companies have better position specially in the recent years.
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5) Cash Ratio

Table 13: Cash Ratio

Year 2008 2009 2010 2011 2012
Square Textile 0.019 0.033 0.031 0.119 0.183
Beximco Synthetics 0.003 0.005 0.007 0.021 0.003
Sonargaon Textile 0.005 0.003 0.001 0.005 0.001
CMC-KAMAL Textile Mills 0.010 0.027 0.061 3.180 2.433

Cash Ratio
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This ratio indicates the most liquid asset of the company (cash and cash equivalents) against its
current liability. The best position compared to industry average is maintained by CMC-
KAMAL textile i.e. 2.43x and worst is of Beximco Synthetics and Sonargaon textile with lowest

ratio. The overall outlook of the ratio of all companies is poor as the ratios are really weak.
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C)Solvency Ratios

1) Debt to Capital Ratio

Table 14: Debt to Capital

Year 2008 2009 2010 2011 2012
Square Textile 0.53 0.47 0.51 0.48 0.34
Beximco Synthetics 0.32 0.30 0.30 0.31 0.34
Sonargaon Textile 0.86 0.85 0.52 0.51 0.52
CMC-KAMAL Textile Mills 0.64 0.62 0.31 0.17 0.10

Debt to Capital Ratio (%)
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As we know that Debt to capital ratio indicates that how much a company collects their capital

from their debt sources. After analyzing 5 years data, we can say that capital collection of all the

companies except Beximco Textile from their debt sources is gradually decreasing and their debt

amount is approximately half of their capital sources. In Beximco, most of the year about 30%

capital is collected from debt sources and suddenly in 2012 their debt ratio is increased to 34%

which indicates that now a day the company collects high amount of capital from debt sources.
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2) Debt to Equity Ratio

Table 15: Debt to Equity

Year 2008 2009 2010 2011 2012
Square Textile 1.18 0.88 1.04 0.91 0.52
Beximco Synthetics 0.48 0.44 0.42 0.45 0.51
Sonargaon Textile 5.99 5.60 1.08 1.04 1.08
CMC-KAMAL Textile

Mills 1.78 1.66 0.44 0.20 0.12
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After analyzing the 5 years debt to equity ratio of three companies we can say that, Beximco
Synthetics collects capital from equity sources more than debt as their ratio is low and it
indicates the company can pay the most of the liabilities from their equity sources. On the other
hand, most of the time in Square Textile company’s debt ratio is higher than Beximco but lower
than Sonargaon Textile and they cannot pay their most of the liabilities from their equity sources.
From the ratio of Sonargaon, it can say that they pay their liabilities from their debt source as

most of the year their ratio is high.
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3) Interest Coverage Ratio

Table 16: Interest Coverage Ratio

Year 2008 2009 2010 2011 2012
Square Textile 3.21 3.48 9.58 5.17 10.19
Beximco Synthetics 1.23 1.20 1.38 2.63 1.76
Sonargaon Textile 0.89 1.21 1.29 1.28 112
CMC-KAMAL Textile Mills 0.38 13.24 3.25 4.24 6.22
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From the above data, we can see that Square has high times interest earn. In Sonargaon, they

have lower ratio. On the other hand, the ratio of Beximco Synthetics is very low than Square

but higher than Sonargaon.

As we know that, higher times interest ratio is good for a company. So Square’s ratio is good

and it indicates that they give the high protection to their creditors. Sonargaon cannot give

protection to their creditors as their ratio is very low. Other companies are giving moderate

protection to their creditors.
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4) CFO to Debt Ratio

Table 17: Interest Coverage Ratio

Year 2008 2009 2010 2011 2012
Square Textile 0.034 0.260 0.110 0.403 0.669
Beximco Synthetics 0.635 0.235 0.229 0.017 0.014
Sonargaon Textile 0.110 0.115 0.139 0.044 -0.069
CMC-KAMAL Textile Mills 0.015 0.020 0.083 0.199 0.496
CFO to Debt Ratio
0.800
Square Textile
0.600
0.400 Beximco Synthetics
Ratio
0.200 Shonargaon Textile
0.000
2008 2009 2010 2011 2012 CMC-KAMAL Textile
-0.200 Year Mills

All the Textile Company’s CFO to debt ratio are constantly below 1 which indicates that the debt
is always higher than the cash flow generated from core operation. In the year 2012 Sonargaon
Textile has a negative ratio, this indicates in that year there was no cash outflow from the core

operation
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D)Profitability Ratios

1) _Operating Margin

Table 18: Operating Margin

Year 2008 2009 2010 2011 2012
Square Textile 14,78 12.65 16.53 13.50 13.11
Beximco Synthetics 13.15 14.40 11.67 14.58 17.17
Sonargaon Textile 8.70 10.77 11.84 12.20 9.95
CMC-KAMAL Textile Mills 5.16 10.05 13.32 10.58 15.41

Operating Margin Ratio (%)

20.00
Square Textile
15.00
Ratio 10.00 Beximco Synthetics
5.00 .
Shonargaon Textile
0.00
2008 2009 2010 2011 2012 CMC-KAMAL Textile
Mills
Year

We know that higher Operating margin gives analysts an idea of how much a company makes
(before interest and taxes) on each dollar of sales. If a company's margin is increasing, it is
earning more per dollar of sales. The hi;gher the margin is better. So, among the four companies
Square Textile and Beximco Synthetics’ operating margin is high, CMC-KAMAL Textile’s

ratio is very much low and it indicates their sales is low.
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2) Profit Margin

Table 19: Profit Margin

‘ Year 2008 2009 2010 2011 2012

‘ Square Textile 7.82 6.95 11.70 8.78 9.48
Beximco Synthetics 2.02 1.47 2.72 7.00 5.64 |
Sonargaon Textile -1.13 1.50 2.13 2.11 0.87
CMC-KAMAL Textile Mills -20.30 8.34 8.39 13.01 20.41

Profit Margin Ratio (%)

30.00
20.00 Square Textile
10.
00 Beximco Synthetics
Ratio 0.00
1000 2008 2009 2010 2011 2012 Shonargaon Textile
-20.00 .
-CMC-KAMAL Textile
-30.00 Mills

Year

A higher profit margin indicates a more profitable company that has better control over its costs
compared to its competitors and after analyzing the data we see that in recent years CMC-
KAMAL Textile has better control over its cost compare to the Square. But for the Sonargaon
Textile it can say that there have no very much control over its cost compare to the others three

leading companies.
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3) Return on Asset

Table 20: Return on Asset

Year 2008 2009 2010 2011 2012
Square Textile 5.00 5.60 8.88 9.31 10.26
Beximco Synthetics 0.63 0.40 0.96 3.51 2.41
Sonargaon Textile -0.70 1.00 0.95 0.84 0.37
CMC-KAMAL Textile Mills -6.93 3.28 3.82 3.70 6.37

Return on Asset (%)

15.00
Square Textile
10.00
5.00 Beximco Synthetics
Ratio
0.00 Shonargaon Textile
2008 2009 2010 2011 2012
-5.00
-CMC-KAMAL Textile
-10.00 Mills

Year

After analyzing the above data, we can say Square Textile uses highest percentage of asset
compare to their close competitor CMC-KAMAL Textile. Square and CMC manages their
assets efficiently to generate earnings. On the other hand, as Sonargaon Textile can't manage

their asset to generate earning, so their return on asset was negative in year 2008.
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4) Return on Equity

Table 21: Return on Asset

Year 2008 2009 2010 2011 2012
Square Textile 11.15 10.55 18.10 17.80 15.62
Beximco Synthetics 0.94 0.57 1.36 5.09 3.65
Sonargaon Textile -4.87 6.60 1.98 1.72 0.78
CMC-KAMAL Textile Mills -19.24 8.71 5.51 4.44 7.11

Return on Equity (%)

20.00
Square Textile

10.00

0.00 Beximco Synthetics
Ratio 2008/ 2009 2010 2011 2012

-10.00 Shonargaon Textile

-20.00
CMC-KAMAL Textile

Year

As we know, the higher the ratio percentage, the more efficient management is in utilizing its
equity base and the better return is to investors. So, among three companies Square is profitable
company by comparing its net income to its average shareholders' equity as their ratio is higher
than others three. Sonargaon’s ratio indicates their management is less efficient in utilizing its

equity than the Square. And Beximco, CMC textile are trying to be efficient.
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Chapter: 9




Recommendations .

Textile is one of the oldest and most prolific industries in Bangladesh. Bangladesh is one of the

leading exporters of ready-made garments in the world and earning nearly 76% of its foreign

currency through exporting textiles and ready-made garments. But the major problems of these

companies are, they are not working for better Research and Development for some years. They

are not focusing to improve their technology and expand their market share. So the Textile

Companies of Bangladesh should be aware of their inefficiency and try to correct them to benefit

the economy of Bangladesh. After analysis of performance of leading Textile Companies the

following aspects are recommended.

()
(1)
(iii)
(iv)
(v)
(vi)
(vii)

(viii)

(ix)

(x)

There is possibility that textile companies can reduce waste and cost of production to
maximize profit.

The companies can increase productivity by improving process performance and
product quality to grow the textile industry.

New product, market and business ideas can be investigated for further expansion.
Tax revenue due to maximization of profit.

Monitor and control textile business at national level,

Safeguard and secure our business interest at international level.

The industry is growing day by day. The financial performance of the industry is
doing well as increasing the day. But for ours political unrest condition and
environmental calamities is becoming a major constrain for this industry.

The companies also need to analyze their financial condition time to time and need to
hold the solvency of them.

Companies also need to provide their best and transparent financial information to its
shareholders because it will help the shareholder to invest in right and preferred
company for further expénsi;)n of the company.

Our infrastructural condition also plays aéigniﬁcant role by not helping to grow up
the industry. So the Government should provide better infrastructure to help to grow

the textile industry.
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Conclusion

The textile industry has played an important role in Bangladesh’s economy for a long time.
Currently, the textile industry in Bangladesh accounts for 45 percent of all industrial employment

and contributes 5 percent to the total national income. The industry employs nearly 4 million.

A huge 78 percent of the country’s export earnings come from textiles and apparel, according to
the latest figures available. Bangladesh exports its apparel products worth nearly $5 billion per
year to the United States, European Union (EU), Canada and other countries of the world. It is

the sixth largest apparel supplier to the United States and EU countries.

Major products exported from Bangladesh include polyester filament fabrics, man-made filament
mixed fabrics, PV fabrics, viscose filament fabrics and man-made spun yarns. Major garments
exported include knitted and woven shirts and blouses, trousers, skirts, shorts, jackets, sweaters

and sportswear, among other fashion apparel.

Ratio Analysis is the basic tool of financial analysis and financial analysis itself is an important
part of any business planning process as SWOT (Strengths, Weaknesses, Opportunities and
Threats), being the basic tool of the strategic analysis plays a vital role in a business planning
process and no SWOT analysis would be complete without an analysis of companies’ financial

position. In this way Ratio Analysis is very important part of whole business strategic planning.

This report helps to explore my knowledge in this financial area that will help me to understand
more about how [ can know the performance of the industry as a student of finance. This report
is also helping me to understand the financial condition and as well as how they will do in future.
From this report an investor can see the overall picture of a company and he can take decision
based on this report. The RMG sector greatly depend on this industry so an employer and
government can take necessary steps to grow up the industry and also hold the industry in a good

position.
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