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Iixccutive Summary

[ have been laught extensively about the importance ad the techniques of financial
stalement analysis. As such. this report required me to analyze the financial statement of

6 companics of the textile industry.

This report s based on six companies of the Textiles Industry of Bangladesh: HR
Textiles 1.td, Dandy Dyeing Ltd, Monno Fabrics, Saiham Textile, Bextex Ltd. My
purpose was to find the real life implications of the study materials. This report is divided

11O [\WO parts.

Firstlv. | focused on the individual trend of the companies in terms of various ratio
mcasurements to evaluate their performance for the last 5 vears, 2006 to 2010. Here. 1
showed whether the companies are following in particular trend or not. All the six
companies are evaluated separately on the basis of four dimensions of ratio analysis i.c.
Activity Analysis. liquidity Analysis, Long-term Debt and Solvency Analysis and

Profitabtlity Analysis.

Sccondlv. i provided the Industrial Analysis. Here I have compared together all the
mformation acquired from the six companies. My focus and medium ot comparison
was bascd on the ratios of the above mention four dimensions. Based on these

comparisons | tried to find out the industrial trend of the Textile Industry of Bangladesh.

Thus this report provided me with a bird’s eye view of the financial statement analysis of’
I p y y

the six stated companies of the textile industry of Bangladesh.
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i.1 Origin

T'his report was assigned to us by our course instructor, Md. Lutfur Rahman. as partial
fulfillment of the Financial Statement Analysis course objective. It was instructed that we
do a comparative analysis of the individual textile companies, and then an industry
analysis. We have analyzed the annual reports of the respective textile companies
assigned - HR Textiles Ltd, Bextex Ltd. Monno Fabrics, Saiham Textile, Dandy Dycing
ad Apex Knitting and Spinning Mills Ltd.

1.2 Objective

The general objective of this report is to display our finding out about the financial
position of textile companies individually and that of the entire textile industry. We have
dissccted the annual reports and tried to display the trend in their financial ratios.

1.3 Scope

We have displaved graphs and charts to analyze our findings. We have made the report
sarnering information mostly tfrom respective companies’ annual reporis. We analyzed
their Balance Sheet. Income Statement, Cash flow Statement and respective notes to
retricve required data to display the requirement of the objective of the report.

1.4 Methodology

We have collected information from both secondary source-annual reports. Wc have
mostly depended on the companies™ annual reports to garner the information.

1.5 Limitations
It was very difficult gathering annual reports of the all five years. The entire process of

earnering the reports was the most time consuming as it was very difficult to retricve
them duc to lack ol availability.



2.0 Ratio Analysis

Ratio Analysis is a form of Financial Statement Analysis that is used to obtain a quick
indication of a firm's financial performance in several key areas. It is a tool possesses
several important features for example to form trend analysis to identify arcas where
performance has improved or deteriorated over time.

{15 ctiectivencss is limited by the distortions which arise in financial statements duc Lo
such things as Historical Cost Accounting and inflation. Therefore, Ratio Analysis should
onlv be used as a first step in financial analysis, to obtain a quick indication of a firm's
performance and to identify areas which need to be investigated further.

Ratios are very useful as they briefly summarize the result of detailed and complicated
computations. With reference to the textile industries. we have computed the ratios.
relevant to indicate its current position and trends related to it.

Theoretical Discussion
Activity Ratio:

Activity ratios measure company sales per another asset account—-thc most common
asset accounts used are accounts receivable, inventory, and total assets. It basically shows
the relationship between the level of operation and level of assets. The higher the ratio
eencrally indicates:

» Morc sales was generated from current asset

s |.css assets were required to generate current sales.
Activity ratios mcasure the efficiency of the company in using its resources. It can be
measured by the following ratios:

Inventory Turnover Ratio:

The best measure of inventory utilization is the inventory turnover ratio ( inventory
utilization ratio). Using the cost of goods sold in the numerator is a morc accurate
indicator ol inventory turnover, and allows a more direct comparison with other
companics. since ditferent companies would have different markups to the sale price.

which would overstate the actual inventory turnover
L ~ CostofGoodsSold 365

fvetorvlurnoverRalio = = :

Averagelnvetory InventoryTurnoverRatio

For a company to be profitable. it must be able to manage its inventory, because it is
money invested that does not earn a return. The higher the ratio means the inventory is
not idlc and does not pile up. completing the process more quickly.



Reccivables Turnover Ratio:

Accounts rcceivable is the total amount of money due to a company for products or
services sold on an open credit account. The accounts receivable turnover shows how
guickly a company collects what is owed to it.

S;‘/le.s 3 §5

Receivables Turnover - ' e . g S _
Average Re ceivables ReceivablesTurnoverRatio

The higher the ratio means the firms collects the receivables more frequently.
Pavables Turnover Ratio:

Pavables Turnover Ratio dictates how long it takes for the company to pay its own

supplicrs for the goods it rcceives. Days Payable and rcpresents the average length of

time between the date inventory is received from suppliers and when it actually pays the
supplier for the merchandise.

. Purchase 365 The lower the ratio,

PavahlesTurnover =-  — ———— — — the better becausc it

AveragePayable  PayableTurnoverRatio . . S

’ indicatcs. more timce is

rcceived in paying off the payables. As such credit flexibility is available.

f'otal Assct Turnover Ratio:
The total asset turnover measures the return on each dollar invested in assets and is equal
Sules to thenet sales. It shows how much revenue is
Totaldssef Turnover , generated for each dollar invested in assets.
TotalAsser
Iixed Asset Turnover Ratio:
't shows how much revenue is generated for each dollar invested in fixed asscts. Thus is
Sules reflects the level of efficiency in utilizing fixed

Fixed sset Turnover e assets in a company.
FixedAssel

[imitations of Fixed/ Total Asset Turnover ratio:

s Company / Product Life cycle: Turnover ratio depends on which stage ol the lifc
cvele the company / product is in. A company in the introductory stage will
gencrally have a lower ratio than a company in the growth stage. This does not
mcan that the prior company is not operating efficiently: it is so due to its
positioning the lifc cvcle.

e« [iming of asset Purchase: If a new asset is acquired. the ratio will decrease
significantly but this does not mean that the company is not operating efficiently.
And it may be the denominator is low due to its highly depreciated value. Neither
decreasce nor increase is due to operational efficiency.

s [Purchase of new asset; purchase of new asset invariably decreases the ratio (as the
denominator increascs) but this does not due to operational inefliciency.



Liquidity Ratio: \on

Liquidity ratio. expresses a company'’s ability to repay short-term creditors out ot its total
cash. It shows the number of times short-term liabilities are covered by cash. Il the value
is greater than 1.00. it means fully covered. It is a major measure of financial health.

Current ratio:

The current ratio is the most basic liquidity test. 1t signifies a company's ability to meet
its short-term liabilitics with its short-term assets.
, A current ratio greater than or equal to one indicatcs
CorreniRatio - —HTEnASsel yhag current assets should be able to satisty near-term
CurrentLiability  obligations. A current ratio of less than one may mean
the Iirm has liquidity issues. Neither a (too) high ratio nor (too) low ratio is tavorable.

Quick Ratio:

The quick ratio is a tougher test ot liquidity than the current ratio. It eliminates certain
current asscts such as inventory and prepaid expenses that may be more difficult to
convert to cash. Thus ratio basically indicates the firm’s ability to pay off current
labilities without depending on inventory or prepaid expenses.

Cash+ MarketableSecurities + Accounts Re ceivables

OuickRatio B
CurrentLiability

Cash Ratio:

Fhe cash ratio 1s the most conscrvative

liquidity ratio of all. It only measures the ¢y ehRatio: -
ability ol a firm's cash. along with Curreniliability
mvestments that are easily converted into cash, to pay its short-term obligations. Higher
cash ratio generally means the company is in better financial shape.

Cush+ MarketableSecuritics

Cash cvele:

Cash cycle captures the interrefationship between sales, collections and trade credit. Cash
cvele is the appropriate measures to identify the time period, which is tied up with the
operation of a company. Shorter the cash cycle of a firm is, more efficient it is in
managing its operations and cash. Longer the cycle is, less efficient and increasing
financial cost is indicated. If the cash cycle of a firm is negative, it indicates the firm is
collecting cash cven before it has sold its products.



CashCvyele - - No.OfDaysInventorylnStock + No.OfDay Re ceivables Re mainOuls tan ding
No.OfDevsPavableOQulstan ding

f.ong Term Debt & Solvency Ratio:

The long-term financial soundness of any business can be judged by its long-term
creditors by testing its ability to pay interest charges regularly and its ability to repay the
nrincipal as per schedule.

Debt-Total Capital ratio:

Debt - Total Capital ratio — TotalDebl 14 jndicates how much of the capital is

TotalCapital - financed by creditors.

Debt-Equity ratio:

TO"’ZDC’I?L The relationship between borrowed funds and internal

Debt-iquity Ratio z . . ; . .
Equity owner's funds is measured by Debt-Equity ratio.

Times Interest Earned:

This ratio provides the satety measure or protection for creditors. It basically indicates the

B v EBIT ability of the firm to pay off interest to its
Fimes Interest Earned + - InterestExpense creditors efficiently using the operating
T profits.
Fixed Charge Coverage Ratio:
. EarningBeforeFixed Charge andTax  This ratio
I'ixed Charge Coverage Ratio b —f—”- e 45 indicates th
Fixed Charge ¢

firm’s ability to
pay all fixed charges. The higher the ratio. the better.

Capital I'xpenditure Ratio:

CashflowFromOperations ~ [his ratio s crucial - for
= understanding as it retlects how
much cash flow can be
aenerated from the operations to meet capital expenditure.

Capital Fxpenditure Ratio - —— -
Capital Expenditure



-

ushMow Debt Ratio --

Cashflow—-Debt Ratio:

This ratio is an indication of how much
Total Debt cash flow from operations is available
to pay out debt. The more. the better.

CashflowFromOperations

Profitability Ratio:

lvery firm is most concerned with its profitability. One of the most frequently used tools
of financial ratio analysis is profitability ratios which are used to detcrmine the
company's bottom linc. Profitability Ratios show margins represent the firm's ability
to translate sales dollars into profits at various stages of mecasurement. They show
returns represent the firm's ability to measure the overall efficiency of the firm in
oencrating returns for its shareholders.

Gross Profit Maygin:

This ratio looks at how well a company controls
the cost of its inventory and the manufacturing of
its products and subsequently passes on the costs
to its customers. The larger the gross profit margin. the better for the company.

Gross Profit

Crross Profitd arg in i
Sales

Operating Profit Margin:

Operating Profit - Operating profit is calculated by
Sales deducting other costs from gross profit.
Thus it shows profitability lrom the core
business of the company. excluding the effects of Investment. Financing and Opcrations.

Operaling ProfilM avgin

Margin betore interest and tax:

BT is carnings before interest and taxes. The operating profit margin looks at EBIT as
a pereentage of sales. The operating profit margin ratio is a measure of overall operating
cfticiency. incorporating all of the expenses of ordinary, daily business activity. It shows

gpy7  profitability of the business from core and

Margin betore interest and tax + Sul peripheral businesses.
Sales

Pretax Margin

_ : EBT  This ratio shows the profitability of the business from core &
PretaxMargin - - Sujes incidental business excluding the impact of 1ax.



Net Profit Margin

Netlncome et Profit Margin shows the profitability of a company

Net ProfitMarg in : net of all expenses. Thus it shows the return from its

Sales core and peripheral business, including financing.

investment & tax. The net profit margin shows how much of each sales dollar shows

up as net income after all expenses are paid. The net profit margin measures

profitability after considcration of all expenses including taxes, interest, and
depreciation.

Return on Assets (also called Return on Investment)
The Return on Assets ratio is an important profitability ratio because it measures the
cfticicney with which the company is managing its investment in assets and using them
Netincome + AftertaxInterest to genera\te profit. It measures the
Return on Asset = ‘ —— amount of profit earned relative to the
AverageTotaldsset firm's level of investment in total
asscts. It indicates the return available for sharcholder and creditors. The higher the
pcreentage. the better. because that means the company is doing a good job using its
assets Lo generate sales.

Desegregation of ROA:

RO« TotalAssetTurnover x Re urnOnSales — As such from the Desegregation of ROA.
Seles Income we can understand that changes in ROA

ROA X can be attributed to asset management or
lotalAsset  Sales
expense management. So. ROA depends
ROA - Income on how efficiently assets and expenses
LTotalAsset are managed.

Return on F.quity

The Return on Equity ratio is perhaps the most important of all the financial ratios to
investors in the company. It measures the return on the money the investors have put into
the company. This is the ratio potential investors look at

o Netlncome when deciding whether or not to invest in the company.
Return on j.quity .
b Equity In general, the higher the percentage, the better.

Desegregation of ROE:

' Deb: | This desegregation relays. the fact that
ROE = ROA1 (ROA- CostOfDebr ) Eouity if the ROA is greater than the cost of
Uity debt. a higher debt-equity ratio will
result in greater return for the shareholder and vice versa.



A more comprehensive look:

ROE  TotalAsserTurnover x Re turnOnSales x Asset - EquityRatio

, Sules : 1lAsset
ROE ales " lmcolnexf()la/As_se
lotulAssetr  Sales Equity
Income
por - Ineome
Equity

This breakdown. help us identify what can be attributed to the fluctuation in ROI.
Return on Common Equity

I'his ratio indicates the return available tor common shareholders:
Netlncome — Pr eferredEquity

Return on Common Equity :
Equity

Return on Sales

This ration basically indicates, how efficiently the expenses have been managed. The
higher the ratio, indicates that the expenses have been effectively managed. resulting in
ercater (relative) income, per dollar sales.

. Netlncome
Return on Sales -
Sales

ILarnings Per Share

anings per share (EPS) is the profit attributable to shareholders (after interest. tax.
minority interests and everything else) divided by the number of sharcs in issue. It is the
amount of a company's profits that belong to a single ordinary share.

. ILarnings available for common shareholder
[zarnings per share = —
NumberOfCommon SharesOutstanding

Diluted Farnings Per Share

A diluted EPS is calculated using all shares in issue and those due to be issued under
share option schemes. A fully diluted EPS is calculated using all sharcs issued. due to be
issucd and which could be issued if all existing warrants are cxercised. convertible
bonds are converted to equity ete.

Adjusted IncomelFor Common Shares

Diluted I-arnings per share «- e .
Common & Potential SharesOutstanding



l.everage:

t.everage is the amount of risk a person is willing to take. The greater the risk. the greater
the potential pavoft. Of course. the greater the risk the greater the investor's chance of
losing the investment

Operational Leverage:

Operating leverage is a measure of how sensitive net operating income is to pcreentage
changes in sales. Operating leverage acts as a multiplierGenerally. the higher
the operating leverage. the more a company's income is atfected by fluctuation in sales
volume.

} _ Contribution _ ContributionM arg inRatio
Opcrating f.cverage - : : Operating Leverage
Operatinglncome RemurnOnSales

¥inancial f.everage:

I'ims having financial cost. have financial leverage. Financial leverage refers to the use
ol debt to acquire additional assets. Financial leverage is also known as trading on cquity.
Therefore. a small change in Operating Income. bring about a large change net income.

, : Operatinglncome
Financial leverage - '
Netlncome

Total ].everage:

Total leverage is a measurc of total risk. The way to measure total leverage is to
determine how EPS is affected by a change in sales.

Totall.overage . Operatingl.everage x FinancialLeverage
& ! £ &



3.0 CMC KAMAL TEXTILE MILLS
LIMITED

B Lotus-Kamal Group
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(CMC Kamal Textile Mills Ltd is a member of the lotus-kamal group. Lotus - Kamal
Group (1.K). a business house involved in a number of business disciplines covering
manulacturing. trading, services and real estate sectors.

K is currently consists of 19 business enterprises of which 9 are in the manufacturing. S
m the service. 2 in the trading and the remaining 3 are in the real estate scctors . All the
business enterprises coming under LK is founded by Mr. AHM Mustata kamal. FCA. and
MP who is also the President & CEO of the Group. Mr. Kamal started his busincss career
i the vear 1981 by establishing his first manufacturing unit title Lotus lingineering
industrics I.td. A project involved in the manufacturing of jutc and textile mills
machinery and spares.

CMC Kamal Textile Mills Ttd is the renowned textile firm of the country. It has been
ostablished in 1995, 1t is a public limited company. The company is cotton yarn spinning
having 25000 conventional spindles and 2000 open spinning rotors. Its 50% ownership
owned by General Public and different financial institutions and 50% owned by Mr.
Kamal and his family members. [t has 900 employces. The annual turnover ot the
company is TK 360 million.

Mission

To give customers a competitive advantage through superior and high-quality products
and services at best prices and to meet and exceed customers™ cxpectations of service
through timely communications and quality information to achicve tangible benefits by
promoting cfficicncies. productivity and professionalism to provide competitive prices
and genuine products to our clients to create a climate for voluntary compliance by
providing euidance and building mutual trust and to promote international textile tradc.

Vision

To become the leader in textile industry around the world and to be a world-class
organization - onc that becomes a benchmark for other organizations. its source [or ncw
idcas. information. professional development and quality standards and to become a
company that impresses its customers the first time and to attain highest level of business
cfticiency with integrity and honesty.




Operational Highlights:

[Location

Business Line

Datc of incorporation
Date of Commercial QOperation
Nature of the company
Stock [xchange |.isting
Authorized Capital
Paid-up Capital

cach)

Desiened Capacity
spindles cach

: Kaicha Bari. Bashbari, Ashulia, Dhaka
: Manufacturing of cotton yarn of diffcrent counts
: 25" May, 1995
:July, 1998
: Public Limited Company
: Listed in DSE
: Tk 200 crore
: Tk 18.92 crore (fully paid up ordinary shares of TIK [0

: 24,960 spindles+5 open end spinning frames @ 192

Inventory Accounting Method

There are different inventory accounting method to follow to complete financial
veporting. The inventory is reported into balance sheet. For identifying the price of
mventory there are 1LIFO. FIFO or Weighted Average method.

CMC Kamal Textile Mills Limited follows the weighted average method in the
compliance with the requirement with BAS-2 “Inventories™. [nventories arc carried at the
lower of cost and net rcalizable value. Cost is determined on a weighted average cost
basis. The cost of inventories comprises all costs of purchase: costs of conversion include
all direct costs excluding interest expense. Net realizable value is the estimate ol selling
pricc in the ordinary course of the business less the cost of completion and selling

cxpense.



Activity Ratio Analysis

Findings:
Ratic
: 2006 2007 2008 2009 2010
' Inventory Turnover Ratio 5.69 4.74 2.32 2,19 3.84
- Average No. of days lnventory in Stock | 64.45 77 | 15733 166.67 | 95.05
- Reeeivable Turnover Ratio 9.26 10.6 | 3594 | 20.38 16.56
- Average No. of days Receivable 3942 | 34.43 10.16 1791 22.04
Outstanding
- Payables Turnover Ratio 25.71 16.69 7.47 16.54 | 36.73
Average No. of days Payable 142 21.87 | 4886 | 22.07 9.94
f Outstanding
Tixed Assct Turnover Ratio 0.65| 057 044] 056| 054
' [otal Asset Turnover Ratio 0.05 0.48 0.34 0.39 0.46 ‘
Analysis:

inventory Turnover Ratio

From the inscrted table we can find out that the inventory turnover is slow down from
5.09 to 3.84 during the time span from 2006 to 2010. The table shows thc highest
turnover of inventories in 2006 which is 5.69. The lowest turnover process has been donc
in 2009 which is 2.19. The turnover consecutively has sluggish down trom the year 2006
0 2010.

Inventory Turnover Ratio

6
5
3.84

4
3 2.32 2.19
) =]
| i
3 ; L. -

2006 2007 2008 2009 2010 M Inventory Turnover

Ratio

There is huge fluctuation and instability in the ratio of turnover. So, we can say that the
company is not efficient in inventory management. The process has been drastically
declined or slows down in 2008 and 2009 which is 2.32 and 2.19. The inventories were
piled up and remain idle from 2008 to 2010. In 2006 the ratio was higher. But it started to



fall scverelv from 2008, In 2010 the ratio was little bit up. But still the inventory
remained idle and piled into stock.

Average No. of Days Inventory in Stock

Average No. of days Inventory in Stock

180
160
140
120
100
30
60
40
20 - - =

x 166.67

95.05

—e— Avcrage No. of

days Inventory in
2006 2007 2008 2009 2010 Stock

'rom the inserted graph we can see that the inventory turnover takes long time to be sold
from 2007 to 2010. In 2009 the highest ratio 166.67 days shows that the inventories kept
higher davs in the stock just to sell which decreases the profitability of the firm. In 2006
the lowest davs are taken to scll the inventories. The numbers of davs arc highly
fluctuating cvery year. It proves the inefticiency of the inventory management.

Accounts Reeeivable Turnover Ratio

Recccecivable Turnover Ratio

40 35.94

25 20.38
50 16.56

10.6

2006 2007 2008 2009 2010 31 Receivable Turnover
Ratio

'he receivable turnover ratio is consistently lower in most of the years. The receivables
are frequently collected in 2008 which is 35.94. But in 2006 the lowest ratio shows firm’s
mclficiency to collect the piled credit collection. The consistently lower ratio trend shows
that the firm is inefficient in firm’s credit policy and slowly collects its receivables.



Average Days of Receivables Outstanding

Avecrage No. of days Receivable Outstanding

2010 | | 22.04
2009 | ]17_91
o o1 Average No.
o8 [ ]10.18
3 of days
Rcccivable
2007 ( | 34.43 OQutstanding
2006 | T ]se.az
0 10 20 30 40 50

The above graph shows that the length of time the firm takes to collect its receivables
from last [1ve vears. The receivable collection period should be lower so that the firm can
carlv turnover the receivables into cash. The graph shows that the lowest ratio of
collection period is 10.16 days in 2008. But maximum years the time period was higher
to colleet the receivables. The highest time taken to collect reccivables was 39.42 in
2006. The firm is incfficient in reccivable collection,

Pavable Turnover Ratio

Payables Turnover Ratio

40 3673
35

30 25.71 3
25

20
15
10
i ’
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2006 2007 2008 2009 2010

16.69 16.54 O Payables Turnover
Ratio

7.47

Pavable wrnover ratio measures how many times the suppliers arc paid in a year. lLower
the ratio is better because then the company pay its creditor less frequently. But CMC
Kamal Textile Mills 1.td shows higher ratios consistently and paying its creditors first
rather than receivable collection. The credit is paid earlier than credit collection. In 2008
the ratio was 7.47 which show less frequently credit payment. But in 2010 the payment
trend was the highest which is 36.73. The trend of the payment is higher.

20



\verage No. Days Payable Outstanding

Average No. of days Payable Outstanding

2010 L U 9.94

2009 [ p J)22.07
2008 [ = ) as.86
2007
2006 .
= r1 Average No. of days
0O 10 20 30 40 50 Payable Outstanding

Fhe graph shows the trend of lower time span to pay the creditors. The higher the ratio,
the better the [irm is to manage its credit policy and to maintain lower cash cycle. The
numbcr of the days is higher in 2008 which is 48.86. The less time period is shown in
2010,

Fixed Asset Turnover Ratio

Fixed Asset Turnover Ratio

m 2006
m 2007
1112008
1 2009
2010

0.56

0.44

Fixed assel turnover ratio shows the firms ability to generate sales or perform its
opcration through its given level of fixed assets. The graph shows that the turnover of
sales by [lixed assets has stability in last five years. The highest sales were generated by
lixed assets in 2006 which is .65. Then the ratio slowed down in 2007, 2008 and goes up
mto 2009. But the lowest turnover happened in 2008 which was .44.



Total Asset Turnover Ratio

1T'his ratio measures by utilizing its total assets how much sales the company generales.
Iligher the ratio is betler for the company, because higher the ratio indicales that the
company is efficient 1o utilize the assets in case of gencrating sales. The highest turnover
is shown in 2007 which is 0.48. There is a fluctuation is total assct utilization. From 2006
to 2007 the turnover was significantly increased and showed cxccllent performance in
utilization ol total asset to generate sales. Then the ratio declined again incrcased from

2009 o 2010,

2006 2007

Total Asset Turnover Ratio

0.46

2008 2009 2010

| Liquidity Ratio Analysis

i

Findings:

—e—Tolal Assct Turnover

Ratio

Opcrating Cycle
Cash Cvele

| Cureent Ratio

: Quick Ratio
Cash Ratio

L C1-O from operation

2006 2007 2008

103.27 111.43  167.49
89.07  8§9.56 [18.63
1.07 0.88 0.9

0.398 0.27 0.67
0.017 0.016 0.011
0.0098

0.02 0.16

2009
184.58
162.51
0.44
0.07
0.03
0.026

2010
117.09
107.15

0.61

0.17

0.06

0.06

Analysis:

Liguidity mecans the ability of the company to use its Current Assets to pay its Short-
lerm obligations. ST lenders and ST creditors are more concern about the liquidity
analvsis of a company. because they want to know that whether a company has ability to

pay its short term obligation in-time or not.

i~
8]



Operating Cycle

| Opcrating Cycle
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I'he trend of operating cvele increase or decrease is upward curving. From 2009 it started
to decrcase. Operating cvcle in the total length of the time of inventory sold and account
reccivable collection. In 2006 the operating cycle was the lowest which is 103.27. The
highest time taken is 184.58 which is negative sign for the {irm.

Cash Cycle

Cash Cycle
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| 89.07 89.56
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2006 2007 —e_ Cash Cycle

After deducting the days of payable outstanding from operating cycle we get cash cycle.
Shorter the cash cvele is. higher the collection process of the company and delay of
pavment. The cash cycle is increasing from 2006 to 2007 from the inserted graph. In
2006 it is 89.87 which is the lowest cash cycle among five years. The receivables are
collected quickly from accounts.

5]
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Current Ratio

Current ratio is the measurement of the ability to pay the financial obligations with the
given ol current received.

Current Ratio

0.88 0.9

0.61

1 Currcnt Ratio

2007 2008 2009 2010

Current ratio indicates the liquidity position of a firm and CMC Kamal Textile Mills
I.imited increases its curvent ratio refers that the firm increases its liquidity position.
[However it has been incrcasing over the years. But it has been decreased in ycar 2009
and again increascd 2010 which is .61. [t means it has .61 assets to pay tk | current
frabilitv. I current ratio increases it shows better liquidity position but at cost of
profitability. CMC Kamal holds higher asset to pay current obligation but il doesn’t
Qencrate any revenue.,

Quick Ratio

{ Quick Ratio
0.8
0.7
0.6
0.5
0.4 —— Quick Ratio
0.3
0.2
0.1
| 0 —
| 2006 200/ 2008 2009 2010
|

sinee not all the clements of current asset of a firm cannot be readily converted into cash.
quick ratio climinates those components which cannot be converted into cash i.c. prepaid
expenses and depreciation. From the above table we can identity that in 2006 the firm has
Tk. 0.398 quick assets {cash, receivables and marketable securities) to pay its 1 taka
current liability which decrease to 0.27 in 2007 but than increased to 0.67 in 2008. It




again decercased drastically to .07 in 2009 and not improving till 2010. This gives
indication that firm may face liquidity problem in near future.

CFO from Operation

CFO from operation

0.18
0.16
0.14
0.12
0.1
0.08
0.06
0.04
0.02 |

0.06

2006 2007 2008 2009 2010

CMC Kamal gencrated little cash flow from operation. There is a huge variability and
fluctuation in the cash flow trom operation. In 2006 the ratio was .02: in 2007 it incrcased
to .16, Than the ratio again decrease into .0098 in 2008. Gradually it is increasing after
2008.

I.ong Term Debt and Solvency Ratio

Findings:

L 'ng Term Debt and Sbhref-u.;l-' Ratio
= e 2006
0.56

1.37

0.86

1.29

007 013 . 0023

Analvsis:

The analvsis of [rm capital structure is necessary to understand long term risk and return
prospect. The debt can be used when the rate of return of the project is highcr than cost of
debt. Using higher debt is risky for the firm and threatens the solvency of it. We will



scrutinize how much debt or equity CMC Kamal Textile Mills limited used for in the

capilal structure.

Debt to Total Capital Ratio

| Debt to Total Capital Ratio

0.5
0.6 0.52
0.5
0.4 0.34
0.3
0.2
. 0.08
W
0 : Looooeed ’
2006 2007 2008 2009 2010

r Debt to Total Capital
Ratio

This ratio cxplains the proportion ot External claim over firm’s total assets or total
capital. Lower the Ratio is better for company’s shareholder, because it indicales that the
sharcholder of the firm have more claim over firm’s total assets than the cxternal claims.

From the ratio table we see that from 2006 to 2008 the firm has always had more t

nan

35% debt in its capital structure. It shows shareholders always having to bcar higher

amount of risk in prospect of magnifying return.

Debt to Kquity Ratio

Debt to éq;ity Ratio
2010 [_J) 0.09
2009 § — ] os1
2008 |
2007 (e e S TN S
2006 | P 1.37
0 0.5 . 1.5

f 149

M Dec bt to Equity Ratio

I'he debl o equity ratio of this company is not much favorable for the stockholders. In
the vear 2009. this ratio was 3.53 which indicate for every Tk 1| of equity held;
stockholders are bearing lability of Tk 3.53. The stockholders are bearing higher amount



ol risk. and Dhaka Fisheries Limited should work to progress this situation by reducing
the ratio and stockholder risk.

Time Interest Earned Ratio

Time Interest Earned Ratio

15.96

2006 2007 2008 2009 2010

From the inserted graph we can see that the firm has consecutively been lower [rom the
vear 2006 to 2008. This ratio shows tirms ability of the firm to pay its interest expense by
its operating income. Higher the ratio indicates higher solvency to pay out intercst. The
decreasing trend ol the time interest earned ratio shows less safety measure on protection
available for creditors. The firm may fail to pay the interest ncar futurc.

Fixed Charge Coverage Ratio

Fixed Charge Coverage Ratio

1.4
1.2

1 0.84
0.8 |
0.6
0.4 0.25 0.28
- LA

5! )

2006 2007 2008 2009 2010

Fixed Charge includes the interest. current portion of long term payment. lease payment.
The ratio shows the ability to pay the fixed charge coverage ability. There is fluctuation
i the ratios of five years. In 20006, the ratio was 1.29 which is the highcst ratio and it
shows sufficient carnings to pay fixed charges and solvency of the firm. But later the
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ratio declined and shows alarming situation for the firm. But in 2010 the ratio was quite
better.

CFO to Debt Ratio

CFO to Debt Ratio

2010 | : ZheeE —[] o0.416

2008 [_ I 0.023

200/ [ G . 013

2006 [ B geOr

e] 0.1 0.2 0.3 0.4 0.5

CFO to debt Ratio indicates the actual cash in hand to pay out the debt obligations of the
firm. The entire ratio is less than 1. It means the firm has inadequate cash flow for debt
repayment after capital expenditure. There is a huge fluctuation in ratio.

| 2 —r .
. Profitability Ratio
Findings:

2006 2007 2008 2009 2010

Gross Margin 0.14 0.1 0.11 0.14 0.16
Operating Margin 0.11 0.07 0.05 0.09 0.13
Margin before Interest 0.11 0.08 0.051 0.1 0.14
and Tax

Pretax Margin -0.018  -0.046  -0.085 0.098 0.09
Profit Margin 0.027 -0.05 -0.2 0.08 0.08
Return on Asset 6 4 17 4 6
Return on Total Capital 7 4.5 2.2 7.2 8.6
Return on Equity 4 -68 -24 3 6
Asset to Equity 2.71 2.68 3.49 2.66 [.44
EPS -3.45 -5.87  -19.24 1.01 1.92
Return on Sales 2.7 -5.3 -20 8 8
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Analvsis:

lF'or analvzing the profitability of CMC Kamal Textile Mills Lid it is important to
consider various ratio analyses. The analyses are given below.. ..

Gross Margin

Gross Margin

018
016 - .-
014 )
012 0.11
0.1
0 08 '
0.06 = e -
0.04
0 02

(] Gross Margin

I'tom the above graph shows higher gross margin which indicates the rclationship
between sales and manufacturing expenditures. CMC Kamal has higher ratio trends of
oross margin. The highest gross margin is .16 in 2010 which mcans it is able to generate
hicher sales from operations. It is also increasing efficiency to control its cost of good
sold.

Opcrating Margin

‘ Operating Margin
0.13
0.14 |
0.11
0.12
01 0.09
0.07
.08
0.05
0.06
0.04
0.02
2006 2007 2008 2009 2010 r1 Operating Margin

The ratio measures the profitability of the firm from its core operations. This profitability
mcasurc excludes the effect of Investment, Financing and Tax Position. The ratio
decelines at the beginning years. But in 2009 the ratio improved which was .09. In 2010
the ratio oces up to .13 which was the highest pick.
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o
Margin betore Interest and Tax e
Margin before Interest and Tax
0.14
0.14 o]
19 0.11
0. == 0_]
0.1 0.08 S
0.08
0.051 I M Margin before Interest
0.06 and Tax
0.04
0.02
0 ey == L =
1 2 3 4 5

{here is a vast 1luctuation in the margin before interest and tax. The ratio measures firms’
ability to pav interest and tax after deducting all operating expenses. The lower ratios of
2007 and 2008 shows lower cash in hand to pay the interest and tax whereas the higher
ratios ot 2006. 2009 and 2010 shows higher ability to pay interest and lax.

Pretax Margin

Pretax Margin

0.098

0.09

2]

Pretax Margin

Fretay margin shows the profitability ot a company considering the core, peripheral
operation and capital structure. The higher the ratio. the better the firm is. But the graph
tells us that the ratio is worse and the company is in loss in most of the yecars ol 2000,
2007, and 2008. In 2009 and 2010 the ratio improved a lot. It is very alarming tor CMC
~amal lextile Mills that the loss can deter the future operation of the firm.



Profit Margin

Profit Margin

0.15
0.1

0.08
0.05

-0.056
0.1
0106

0.2

0.26

Nct profit margin shows the profitability of the whole company considering the corc and
peripheral operation, capital difference and tax difference. The profit margin has
decrcasing trend in last five years. 1t is very frustrating that the firm operates below net
profit linc and having loss in 2007 and 2008. But in 2009 and 2010 the ratio improved
and showed firm’s cfficiency to improve the profitability.

Leturn on Asset

Rcturn on Assct

17
18

{1 Return on Assct

2006 2007 2008 2009 2010

This ratio shows how much return a firm has generated by the given level of assets. The
following chart shows CMC Kamal Textile generates moderate or lower rcturn in most of
the vears. There is variability in the ratios. The highest ratio gencrated in 2008 which is
17. But mosL of the vears it increased and decreased and again increased in litile amount.
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Return on Total Capital

}F . Return on "I-"-otal Capital
2010 | i I SRR AT 8.6
2009 [ T SRR RSeRE| 7.2
2008 [ |22 ™ Return on Total Capital
2007 | g )45
2006 [ 17
0 > 4 i 6 8 10

This ratio justifics how much return generated by the firm through the contribution of
both creditors and shareholders in the firm. The higher ratio shows good position for the
lirm. Therc is an increasing trend in graph. In most of the years the firm generates higher
return by capital structure. The highest ratio is 8.6 in 2010 which is a good picturc of
CMC Kamal Textile Mills Limited.

Return on Equity

Return on Equity

60
40 : 39

20
6

200 2010
-20

A0
-60

~-80

RO shows the return of the firm generated by the contribution of equity investors. The
higher ratio shows a good usc of equity of the firm. But it is unfortunate that CMC Kamal
Fextile Mills Limited is unable to utilize the fund properly. It generates lower return
through cquity utilization. The ratio was negative and declined in 2007 and 2008. The
ratio improved n 2009 into 39. It is the highest ratio.
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Asset to Equity Ratio

Asset to Equity

3.49
3.5 - e e
2.71 2.68 2.66

2.5

1.44
1.5 3 = —= =

0.5

1 2 3 4 11 Asset to Equity

Asset to quity ratio shows how much asset has been gencrated by using cquity. CMC
amal Textile Mills 1td has higher ratio trend in last five years. The ratio declined in
010 mto |44

iarnings per Share

1PS is the svmbol of net income the firm generates from its operation. The [=PS is
counted with net income dividing by number of share outstanding.

Earnings Per Share

1.01 1.92 -3.45

2006
m 2007
112008
2009
m 2010

-5.87

The IEPS has drastically reduced in 2008 into 19.24. In 2006 and 2007 the ratio were also
nceative. In 2010 15PS increased to 1.92.
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Return on Sales

Return on Sales

2011

10

15

.20
25

The ROS is decreasing at the beginning years. In 2007 and 2008 the ratio was -5.3 and -
20. The lowest ratio was -20. In 2010 the ROS increased to 8.

l.everage

Opcrating, Financial and Total Leverage Effect

Operating Leverage 1.33 1.48 25.1 0.14 .18
Effect
Financial Leverage 3.75 -1.33 -0.25 0.12 1.58
Iffect
Total Leverage Effect 4.99 -1.97 0525 0.0168 1.86

Operating l.everage Effect

Operating Leverage Effect

—e—— Operating
Leverage Effect

The operating feverage cffect shows for the given level of change in sales how many
change in EBIT. It includes the fixed operating costs. In 2006, the OLE was .33 which
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shows the presence ol operating leverage. 1f sales change by 1% LEBIT will change more
than 1%. In 2008 the OLE was so high that it can be alarming situation for the firm. In
2009 and 2010, the OLE is less than 1.

Financial I .everage Effect

Financial Le\)eragc Effect

mn
w2

0.12
113
0.25 (14
m 5

I'T.15 shows for a given level of EBIT how much change in EPS has happened. There is a
decreasing trend in FLE. But in 2010, FLE has increased to 1.58. It mcans for a given
level ol change in EBIT, net income or EPS changes by 1.58%.

iotal l.everage Effect

Total Leveragec Effect

6
4.99

5

A

3

2 — Total L.cvcrage
1 Effect
0
-2

-1.97

-3

I'he total leverage effect (1'.15) has decreased in 2007 drastically in 2007 into -1.97. This
ratio shows how changes in sales will effect changes in Net Income. The fluctuation
observed in TLE is all attributed to the variable OLE, since FLE is more or less constant.
The grcater risk is shown in 2006 which is 4.99.
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4.0 H.R. TEXTILE MILLS LIMITED

Conducted by: Naslina Nasser



F.R. Textiles Mills Limited is an integral part of the Pride Group. Pride Group is a
vertical textile group engaged in the manufacture and export of knitwear products to the
l.uropcan Union. the USA and Canada. The group is also engaged in production
and marketing ot saris. kids wear, ladies' wear. home furnishing and other textile
products through a chain o1 66 retail outlets spread all over Bangladesh. As of date. Pride
Group consists of H.R. Textiles Mills Limited. Fashion Knit Garments Limited. Dacca
Fextiles Limited. Pride Limited, Urban Truth and MODA.

Pride Group bcgan its journey in 1958, when founder Halimur Rahman first
cstablished Dacca  Textiles. and laid the foundation to what would cventually
become Pride Limited. e came to the realization that much of the saris in popular
demand at the time, werc imported from neighboring countries. and that locally hand-
cralted materials werc seldom used or appreciated. At the time ot Dacca Textiles'
mception. Rahman was employed in EPSCIC, and it is from this that he arrived at the
idca of establishing a garment factory that would supply locally made saris tor the
women ol Bangladesh.

I1.R. Textiles Mills Limited is a vertical public limited company, engaged in manufacture
of knitwear products. H.R. Textiles Mills is a Lycraassured factory. Zara, Bershka, New
ook, Stradivarius. and El Corte Inglés are some of their clients.

Value

We continue to value our employees as the most precious asset of the company. Our endeavor
will continue to ensure quality and high standard in everything whatever we do with morals and
cthical standard.

Vission _

Developing and promoting the textile sector of the national economy by enhancing corporate,
moral and ethical values; catering to customers need through manufacturing and supplying of
quality products: maximizing shareholders’ interest and ultimately bringing about changes in the
juality of life in Bangladesh.

\ision
['0 be the most respected and world class company in the global Textile Sector.

Operational Highlights

(seneral Financial

Y ear of Incorporation 1984 Authorized Capital 500 Million
Converted into Public 1.td. Co. 1995 Paid Up Capital 200 Million
nitial Public Oftering of Share 1996

I nlistment with DSIE and CSE 1997



A Glimpse at HR Textile’s Ratio Analysis:

Activity Ratio

Findings:

Activity Ratio

T,

8 |2009 |2010

io:

| Inventory Turnover Ratio 6.4353 6.2567 10.2762 10.0152 9.7189

[ Rueiab o o Aaue

| ,\\.uacc N‘umbu of days 57 58 36 36 38
Inventory in Stock
Ef;‘(‘)‘"“b'cs furnover 46614 | 3.0028| 41683 | 3.6736| 29797
AN

| Average Number of days

= / 2 G 2

Reccivables Outstanding /8 121 87 7Y IZ;
Pavables Turnover Ratio 2.4637 1.6741 2.0973 21315 2.0659

| Average Number of days 148 218 174 171 177

| Payables Outstanding

| L.ong Term Activity Ratio: o

| Fixed Asset Turnover Ratio 1.5319 1.5940 25018 2.6062 2.4536

| Total Asset Turnover Ratio 0.9001 0.8696 [.2164 1.2083 1.0813 |

Analysis:

Inventory Turnover Ratio:

From the graph inserted, we can understand that there has been a signiticant increase in
the turnover ratio. from 6.25 to 10.27. However, in the year 2008 and 2009 the ratio is
more or less constant. thus indicating that the inventory became more mobile and

clficient. 2010 saw

a

Inventory Turnowver Ratio

2006 2007

slight

2008

Year

in

2009

the

2010

ratio.
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Accounts Receivable Turnover and Accounts Payable Turnover:

Accounts Recccivable Turnover and Accounts Payable Turnover. is an important
mdication of how a company is managing its operation. The following chart depicts that
IR Textiles. has been able to manage both these efficiently. A company always prefers il
their accounts receivables turnover is higher then accounts payable. The graph shows
how many days it takes HR Textiles to collect receivable and pay payable respectively.

Trend in Accounts - Receivable-Payables of
HR Textiles of the past 5 years

250
200
150 |
100
50 (J Nwverage
Number of days
% RReccivables
Outstanding
] Average
Number ot days
Payables

Qutstanding

Thus HR "Textiles. has been able consistently maintain the trend of retrieving the accounts
receivables faster than paving its payables. It collects the receivables approximately 76
davs before paying its payablcs.

Fixed Asset Turnover and Total Asset Turnover:

The FFixed Asset Turnover ratio as well as the Total Asset Turnover ratio improved
signilicantly over the past 5 years. Like the inventory turnover ratio. which improved
significantly in 2008. this was their year for progress concerning the discussing ratios.
I'his means that it had been able to better utilize its asscts to generate salcs.

Comparative Analysis of Total Asset Similarly.  however.

Turnover and Fixed Asset Turnover there was a S|ighl dip

in the 2010. However,

| (i16a wahedas S we do know about the
| 85 : limitation of these
| .3 S ratios as statcd before,
|72 5018 -606P b 45 so it cannol be
e I concrctely said
! whether these

0.5 : :
o X W fluctuation were In
2006 200/ 2008 2008 2010 fact for the
Ycar company’s  current

operations.

mtixed Assot Turnover Ratio m Total Asset Turnower Ratio



Liquidity Ratio

Findings:

Liquidity Ratio
- Current Ratio 0.9807 0.9701 0.9772 1 0.9385 | 0.9801
| Quick Ratio 0.5033 0.6483 0.5812 ] 0.5986 | 0.6662
| Cash Ratio 0.0441 0.0301 0.0263 | 0.0231 | 0.0302

Analvsis:

Comparative Analysis of Current Ratio, Quick
Ratio, Cash Ratio Of HR Textiles over the last 5
years
1.2
0.9807 0.9701 0.9772 0 9385 0.9801
L L —r e * —
0.8 0.6483 05986 0.6662
0.5033 0.5812 s ’
0.6 —
0.4
|
02 00441 50301 0.0263 0.0231  0.0302
L0
! 2006 2007 2008 2009 2010
|
, =@— Current Ratio = Quick Ratio Cash Ratio

This graph depicts the entire scenario of the liquidity position of HR textiles over
past five vears. Analyzing each element as follows:

Current Ratio:

Ihe curvent ratio of HR Textiles is below 1. as such first of all it indicates. that the
liquidity position is not very concrete. However, there was not much of improvement or
shortfall in this ratio.

'he slight dip in the ratio in the year 2007 can be attributed to the decrease in stock and
stores. and the significant increase in creditors and accrued cxpenses. ducs to associated
company and proposed dividend.
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I'he other noticeable decrease in current ratio is in the year 2009. which may be mainly
because of the momentous increase bills receivables discounted which rose by Tk
61994373,

I'hc boost in this ratio occurred only last year due to improved cash and bank balances
and trade debtors.

However, since the current ratio is below 1, it reflects the fact that it docs not have
adequate current assets to overcome its current liabilities.

Quick Ratio:

I'he quick ratio. however, has shown a greater degree of fluctuations. [ts position was at a
very vulnerable point at 2006, when its quick ratio was at its lowest: 0.5.

Quick ratio climinates inventory and prepayments. It can be seen that in 2007. the ratio
miproved significantly (whereas, in the stated year, there was a decrease in current ratio).
This can bc attributed to the increase in trade debtors by Tk 56,971,598 and also that of
cxport incentive reccivables.

However. in the tollowing consecutive years, the quick ratio decreased again. This may
be ascribed to the signilicant increase in creditors. bills received discounted. dues to
associated company and provision for taxation compared to increasc in other current
assets. eenerally for the year 2008 and 2009.

To the rclief of its creditors, the quick ratio salvaged itself in 2010 duc to a
simultancous increase in current assets: trade debtors, cash and bank balances; and
a deerease in current liability in terms of: creditors, accrued expenses and proposed
cash dividend.

{ash Ratio:

'he cash ratio of HR Textiles was highest in the year 2006. In the following year it
maintained the more or less "decreasing’ trend. not being able to recoup its initial position
that of 20006. )

In 2007. the cash and bank balances decreased. It was more or less same in 2008, but due
to a relative increase in current liabilities, the ratio plunged further more. In 2009, a slight
mcreased in cash balances occurred, but this was not sutficient to compensate for the
mcerease in current habilitics.

Howcever, finally in 2010, the cash and bank balances rosc by Tk 5,282,130 making
the vatio healthier than before, at least.
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Cash Cycele:

Year

2006 |

2007 2008 2009

2010

Cash Cycle -13.128

-38.138 -50.947 -35.442

-16.625

As we know already. the shorter the cash cycle, the better. It relays the message that
reccivables are collected quickly. payment of payable are deferrcd. The best cash cvele
was attained in the vear 2008. whereby receivables were collected around 51 days belore

paving of pavablcs.

Trends that determine the negative cash cycle
of HR Textiles
250 218
{5 177
B
150 121 122
99
100
58 38
50 < - 36 36
57 o - 2 4
I 0
2006 2007 2008 2009 2010

+— Average Number
= Average Number

of days Inventory in Stock
of days Payables QOutstanding

| Average Number of days Receivables Outstanding

IR “Textile's cash cycle has been improving in this sector till 2008. J'rom the ycar 2008,
the disparity between collecting of receivables and payment of payables, stlarted
decreasing. This is in 2009 and 2010, payables were paid off merely 35 days and 16 days

after collection of receivables.



l.ong Term Debt & Solvency Ratio : A' o/

Findings: Nohakd’ 7

i [.ong Term Debt & Solvency Ratio
= AT

SETro e e

Ll

04478 | 0.4592

| Debt to Total Capital Ratio 0.4398 | 0.4350 | 0.4288

- Debt to Equity Ratio 0.8108 | 0.8492 0.7850 | 0.7699 | 0.7508 |
- I'imes Interest Earned Ratio 2.189 1.661 1.826 | 1.648 | 1.707 |
| Fixed Charge Coverage Ratio B 2.098 1.627 1.784 | 1.620 1.681

. (‘_;;sll Ijo_\if_ﬁ_jom Operations Detzt R_atio —0._0‘_)50 0.4364 0.2347 | 0.5527 | 0.2461

Analvsis:
Debt to Total Capital Ratio and Debt to Equity Ratio:

Debt to Total Capital Ratio basically depicts, how much of the capital is financed bby
creditors. It can be understood that at HR Textiles, almost half of their capital is financed

by creditors: the rest via equity. They have been able to maintain a consistent rtaio of
about 0.44.

HR Textile's Debt-AssetVEqQquity ratios over
| the past 5 years

1 4 0.81492 -
0.8108 0.785 0. /76899 0./7508
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1 1ocbt to Total Capital Ratlo m Debt to -quity Ratio

Debt to Equity Ratio. on the other hand, measures, for every measurc of cquity. how
much liability is borne by shareholders. Usually the lower the ratio better. as it indicates
less riskyv, Flowever. as can be seen, the debt-equity ratio is considerably high. It was the
highest n the vear 2007: 0.8492. This means that in 2007 for every Tk | invested. the
sharcholders of HIR Textiles bore a liability of Tk 0.85.

owever. this ratio has been showing a decreasing trend from 2008 till datc. This is
because in 2008. the level of debt decreased by Tk 13.302,286.



Though in 2010 the tolal debt again rose by Tk. 9,251,796, the simultaneous increase in
level of equity by Tk 18,706,564, thus gravitating the ratio on the lower end.

Times Interest Earned Ratio:

Ihe T ratio graph. illustrate fluctuating pattern. Its TIE ratio was healthiest in 2006.
Hencetorth. it has been showing a decreasing trend with slight improvements at certain
mtervals. In the year 2008, the level of debt used by PR Textiles decrcased.
consequentially, decreasing the interest expense. Comparatively 1'BIT was higher in this
particular vear. resulting in a relative higher TIE ratio.

The resurgence of TTE ratio took place in 2010, whereby though the level of debt, as such
interest expense rose. EBIT also elevated by Tk 13.298,542.

Trend of TIE ratio of HR Textiles from 2006 to 2010
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1.000
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0.000
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| Year
L

Cash Flow from Operations-Debt Ratio:

This ratio 1s a very important, as it indicates a vital information. It shows how much cash
Mow is available from operations to pay out debt. Obviously the higher the ratio. the more
widespread the safety net for the loan providers. As can be deduced from the graph
iustrated below, initially the cash flow from operations was negative, representing a
very vulnerable state of HR Textiles. But this improved significantly in 2007. This can be
attributed to the incrcased cash inflow from collection from customer and export
meentive.

n 2008. though the level of debt decreased, a high volume of cash was dispersed for
coods and services. resulting in a relatively low ratio.

In 2009, the cumulative effcct of lower debt level and amplified cash Tow from operating
activitics resulting in the achievement of the highest ratio during the last 5 years.

However. happy times did not last long, as the ration took a plunge in 2010 attributed to
both a decrcase in cash flow and increase in debt levels.
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Trend in Cashflow from Operations to Debt
Ratio over the past 5 years
0.6 0.5527
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Profitability Ratio
Findings:
Profitability Ratio
P 009|200
| Gross Profit Margin 14.235 . 14.700 14.961
Operating Margin B 5.195 7.778 5.262 6.066 7.537 B
T Margin before interest & tax | 5.102 7.667 5070 15971 7406 |
| Pretax Margin 2771 13.052 2.339 2.348 3.068 |
- Net Profit Margin 2.355 2.595 1.988 1.996 2.607
| Return on Asset 2.435 2.858 2.935 3.068 3.523
: Return on Total Capital 7.925 12.543 13.264 16.839 18.653
' Return on Equity 6.626 7.849 9.104 9.96] | 1.498
Return on Sales - RS 2.595 1.988 | 1.996 2.607 |
| \sset to Liquity Ratio 3025 3.479 3.764 4.131 14078 |
| l-arnings Per Share 8.15 10.73 11.34 12.54 15.55 N

\nalysis:

Gross Profit Margin

As can be deduced from the graph. the gross profit margin of HR Textiles is consistently
mereasing but at very low rate. As such it is more or less stagnant at an average rate of



Trend in Gross Profit Margin, Net Profit Margin
over the last 5 years of HR Textiles
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Opcrating Margin, Margin before interest & tax, Pretax Margin:

The bar graph clearly dictates the following:

tn 2007 the gross margin. as such. the Operating Margin, Margin beforc interest & tax.
Pretax Margin rose relatively in comparison to other years. This may be attributed to the
augmented turnover. There were only slight variations in other expenses.

(n 2010, also all the ratios improved credited to the fact that though sales decreased. cost
of goods sold also reduced. Also, the expenses rose slightly. thus enhancing this ratio.
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Return on Asset:

Generally. over the five years. this ratio has been increasing consistently. indicating
areater return available to the creditors and the common shareholders of 11R Textiles.
As discussed previously. if we disaggregate this ratio, we find that it is in fact the product
ol total asset turnover (activity ratio) and return on sales (profitability ratio).

Ihe following graph depicts that there has been considerable fluctuation in both these
ratio. Interestingly in the year 2008. return on sales decreased significantly related to the
prior vear indication inefficient expense management. However, in the same vear total
assel twrnover ratio redeemed a certain portion on itself. In 2008. it generated Tk
396432357 more sales, though the increase in total asset was a mere Tk 8§2.072,266!

in the level of sales.
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However. the tables turned in 2010, whereby return on sales augmented reflecting a
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irmer grasp on expense management, and total asset turnover slumped due to the decline



Return on Equity:

Return on Equity lfor HR Textiles. has improved significantly over the past year thus
bringing good news to the investors! As such more return was available to the common
shareholders of IR Textiles. It was at its highest in 2010 at 11.5%. This means for every
I'k 100 invested by the shareholder, they receive a return of Tk 11.5

Descgregation of this ratio. results in the generation of 3 elements: total asset turnover
{activity ratio) and return on sales (profitability ratio) and asset-equity ratio (solvency
ratio).

In the explanation of Return on asset. the first two elements were discusscd. as such. now
we will focus on assct-equity ratio. As can be seen from the graph above. this ratio has
been increasing consistently. with only a slight slump in 2010. this ratio basically
indicates how much of the assets are financed by equity.

Aswe can see. from 2006 to 2009 it has been increasing constantly mcaning. debt usage
i HR Textiles had been augmenting. [n 2010 total equity rosc by Tk 18.706.564,
resulting ina drop in this ratio.

ISarning per Share:

\s can be deduced [rom the bar graph below, the EPS has been increasing consistently.
resulting in the highest return in 2010 of Tk 15.55 per share.

[

Trend in Earnings Per Share of HR Textiles

| 2006 2007 2008 2009 2010

Operating I.everage, Financial Leverage & Total l.everage:

i indings:

B o | AR 00 GRS TEsn20080 _ 2010
Operating Leverage 4.970 4674 6.099 6.018 4678
Financial Leverage 1.216 1.219 1.222 1.224 1.227
Total Leverage 6.044 5.700 7.455 7.365 5.738




Analysis:

Trend of HR Textile's OLE, FLE and TLE
| s&.000
6 000 ———— /’ ’\
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Operating I.everage Effecet (O1LEK):

Opcrating leverage measure a certain percentage change of operating profit that occurs
due to a certain percentage of change in the sales revenue. Major reason for any leverage
effeet to exist is due to the existence of fixed cost in the firms total cost structure. HR
rextile has relatively high leverage. It was the highest in 2008, when for 1% change in
sales. 1BITT changed by 6.099%. Fortunately in 2010, this ratio decrcased to 4.678
reflecting the tact that the risk borne decreased considerably from previous year.

Financial I.everage Effect (FLE):

I'inancial feverage measurcs certain percentage changes in net income that occurs due (o
a pereentage change in operating profit. HR Textiles has a relatively low financial
leverage. This means tor changes in EBIT Net Income will not be affected much.

Fotal Leverage Fiffect (T1LE):

Fhis ratio shows how changes in sales will effect changes in Net Income. The fluctuation
observed in TLE is all attributed to the variable Ol l:. since FLI= is more or lcss contant.
The greatest risk is in 2008 whereby if sales changes by 1 %. Net Income will alter by

7.3%.

Inventory Analysis:

HR Textiles follows the weighted average method to vale its inventories. It values the
stocks at lower of weighted average cost and net realizable vale. The cost ol work in
wocess includes material and proportionate conversion cost. Finished goods include
naterial and conversion cost.

As the company has used weighted average method to value its inventory. there is no
impact creating diflerences in the financial statements. So to analyzc the pertormance of
the company with other companics in the textile industry, no adjustments have to be
nade to make the financial statement comparable.
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5.0 Saitham Textiles Ltd.

Conducte By: Ayesha Akhter
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Saiham Group of Industries is a renowned company of Bangladesh involved in
manulacturing of cotton yarn, polyester yarn & jute varn/twine. Saiham Group has set up
modern manufacturing facilities in aim to provide customers with excellent product and
to create and continue a long lasting business relationship. The Industries of the group are
situated in Noyapara under Habiganj district of Bangladesh.

This modern composite Textile Mill was established in 1982 with New Japanese
machincries with a capacity of producing 7 million yards of finished fabrics per year. In
1992, a modern Yarn Spinning Unit with 30,000 spindles equipped with Japanese
machinery was added in the Textile Unit. This mill produces cotton and polyester yarns
for domestic and export market. Currently the management of this industrial unit is in a
process of turning the entire Textile Mill into a Yarn-Spinning Mill.

To manufacturc quality varns the management uses lean manufacturing methods.
statistical process control. total preventive maintenance and statistical quality control in
their factory production line. This helps to maintain the high-class quality that 1s
demandced by vatious customers.

Company Mission, Vision

Mission

Developing and promoting the textile sector of the national economy by cnhancing
corporate. moral and ethical values: catering to customers need through manufacturing
and supplving of quality products; maximizing shareholders’ interest and ultimately
bringing about changes in the quality of life in Bangladesh.

Vision

I'o become the undisputed leader in textile sector providing products to the global world.

Operational Highlights

General Financial

Yeav of Incorporation 1982 Authorized Capital 375
Million

Initial Public Offering of Share 1986 Paid up Capital 62,5
Million

I'nlistment with DSE and CSE 1988




A Glance al Saiham Textile’s Ratio Analysis:

Activity Ratios

Short Term (operating) Activity Ratios

Particulars 2007 2008 2009 2010

Inventory turnover - 1.8446 1.2627 1.6084 1.8012

Average inventory in stock 198 289 227 203

Receivable Turnover 7.0600  12.8789%4 16.9032 4.2660

Average number of days Receivables 52 28 22 86

Outstanding

Payable Turnover 3.5780 4.7955 6.0087  2.9033

\wveraoce N . . y

Average }umber of days Payables 102 76 60 126
~Outstanding

Analysis:

Inventory Turnover Ratio

inventory turnover

Gy 7 2008 20009 2010

rom the graph inserted. we can say that there has been a significant decrease in the
turnover ratio from 1.84 to 1.80. However, it is increased in the year 2010 from 2009.
I'he ratio is more constant. thus indicating that the inventory became more mobile and
ctficient. For every year, the entire inventory process repeats 1 time in a year. As the

inventory turnover ratio is higher better, because it shows the management efficiency of

the firm. For Satham textile, this lower ratio indicates management inefficiency.
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Accounts Receivable Turnover and Accounts Payable Turnover

Comperative analysis of Average number of days
recievable & payable cutstanding

W6 2007 2008 2009 2010 290 L

Accounts Receivable Turnover and Accounts Payable Turnover. is an important
indication of how a company is managing its operation. The following chart depicts that
saiham Textiles. has been able 1o manage both these efficiently. A company always
prefers if their accounts receivables turnover is higher than accounts payable. The graph
shows the number of days required to collect the receivables of Saiham Textile is lower
than its time to pay the payables, which indicates that Saiham Textile got longer time to
pay its payables. Thus, it has increased its credit flexibility. It collects the receivables
approximatcly 76 days before paying its payables.

Long Term Activity Ratios

Particulars 2007 2008 2009 2010

Fixed Asset [.1610 1.3631 C1.2104 1.5124
Turnover

Total Asset 0.6672 0.6688 0.6577 0.7188
Turnover

Analvsis:

Fixed Asset Tornover and Total Asset Turnover

Ihe I'ixed Asset Turnover ratio as well as the Total Asset lTurnover ratio improved
significantly over the past 4 years except 2009. It has improved signiticantly in 2010;
this was the vear for progress concerning the discussing ratios. This means that it can
been able to better utilize its assets to generate sales. Saiham Textile is going for a better
position Lo manage its fixed asset and total asset.

Similarly. however. there was a slight dip in the 2008.

N
(OS]



Trend of Total Asset & Fixed Asset
Turnover

2007 2008 2009 2010

xoch Asset Turnaver B Total Assoel Turnover

Howcever, we know about the limitation of these ratios as stated before. so it cannot be
concretely said whether these fluctuation were in fact for the company’s current
operations.

Liquidity Ratios

Particulars 2007 2008 2009 2010
Current Ratio 1.125 [.187 1.193 1.145
Quick Ratio 0.3036 0.1309 0.1689 0.4024
Cash Ratio 0.0536 0.0099 0.0672 0.0348
Analysis:

Comperative Analysis of Cash
ratio, Quick ratio, anmnd Current ratico of
Sahiham Textile

sty Roatio Crevi b Ratios Coarrarat F (I

I'his graph depicts the entire scenario of the liquidity position of Saiham textiles
over past four years. Analyzing each element as follows:

Current Ratio
The current ratio of Saitham Textiles is above | that indicates the liquidity position is very
concrete. However. there was not much of improvement in year 2008 and 2009, and falls

i 2010. The boost in this ratio occurred in 2008 and 2009 due to improved cash and bank
halances and trade debtors.
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e other noticeable decrease in current ratio is in the year 2010, which may be mainly
because of the increasc bills receivables discounted which rose by Tk 25.945.446.
However. since the current ratio is above 1, it reflects the fact that it has adequate current
assels to overcome its current liabilities.

Quick Ratio

'he quick ratio. however, has shown a greater degree of fluctuations. Its position was al a
very vulnerable point at 2008. when its quick ratio was at its lowest 0.1309.

Quick ratio climinates inventory and prepayments. It can be seen that in 2009, the ratio
mproved slightly. Tk 25,467,983 and that of export incentive receivables can attribute
this to the increase in trade debtors.

However. in the following year 2010. the quick ratio increased significantly. This may be
ascribed to the significant decrease in creditors and increase in current assets.

(ash Ratio

I'he cash ratio of Saitham Textiles is very vulnerable. It changes year to ycar. The cash
ratio was highest in the year 2009. [n 2008, the cash and bank balances decreascd
stgnificantlv. However. duc to a relative increase in current liabilities, the ratio plunged
further more. In 2010. a slight decreased in cash balances occurred. which was not
sulTicient to compensate for the increase in current liabilities.

Cash Cyvcle:

Year. 2007 2008 2009 2010
Cash Cycle 148 241 189 163

As we know already. the shorter the cash cycle is better. It relays the message that
receivables are collected quickly. payment of payable are deferred. towever. Saiham
Fextife pays its payables carlier then collects its receivables. The best cash cyele over the
last four vears was attained in the year 2007, whereby receivables were collected around
18 days alter paving of payables.

Satham Textile’s cash cycle is not the improved one. It has positive cash cycle that
[Tuctuales over years.



Long Term Debt and Solvency Ratio

Particulars 2007 2008 2009 2010
‘Debt to Capital 0.378 0357  0.442 0.508
Debt to Equity 0.608 0752 0.793 1.033
Times Interest Earned 2.7416 DTT68 " 26283 2.8421
Fixed Charge Coverage 1.5762 1.6893 1.6291 1.9713

CFO (o debt 0.062 -0.140 0.446 0.145

\nalvsis:

Debt to Total Capital Ratio and Debt to Equity Ratio

Debt to Total Capital Ratio depicts how much of the capital is financed by creditors. Jt
can be understood that at Saiham Textiles, almost half of their capital is tfinanced by
creditors: the rest via equity.

Debt to Equity Ratio measures how much liability is borne by shareholders. Usually the
lower the ratio better, as it indicates less risky. However, as can bc scen. the debt-cquity
ratio 1s considerably lower than I. It was the highest in the ycar 2010: 1.033. This means

that 1n 2010 for cvery Tk T invested, the shareholders of Saitham Textilcs bore a liability
ol Tk 1.033.

Debt to Capital and Debt to Equity Ratio
of Saiham Textile over 4 Years

200 2008 2009 2010

Debt to Capital Debt to Coguity

Iowever. this ratio has been showing an increasing trend for last four years.



Times Interest Earned Ratio

Times Interest Earned

2007 2008 2005 2010

'he T ratio, tllustrate fluctuating pattern. Its TIE ratio was lowest in 2009 for the last
four vears. tlenceforth. it has been showing an increasing trend from 2007 to 2008 and
then a slight decrease in 2009 at certain intervals. In the year 2010. the level of debt used
by Satham Textiles decreased. consequentially, decreasing the interest expensc.
Comparatively FBIT was higher in this particular year. resulting in a relative higher TIE
ratio.

Cash flow from Operations to Debt Ratio

This ratio indicates how much Cash flow is available from operations to pay out debt.
Obviously the higher the ratio, the more widespread the safely net for the loan providers.
\s can bc deduced from the graph illustrated below, initially the Cash flow from
operations was positive. representing a good state of Saiham Textiles. However. this
deercased significantly in 2008 to the negative point. This can be attributed to the

increased cash outflow for the

CFO to debt payments of purchase.

In 2009, a high volume of cash was
accumulated  from turnover of
goods and services, resulting in a
relatively high ratio.
ROt However, happy times did not last
long. as the ration look a plunge in
2010 attributed to both a dccrease
in Cashtlow and increasc in debt
levels.
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Profitability Ratio

Return on Sales

Particulars 2007 2008 2009 2010
Gross Margin _ 19.764  21.292 18.764 19.172
Opcrating Margin 5.598 5.780 3.627  06.692
Margin before interest and tax 5.764 5.908 5.591 6.692
Pretax Margin 5.490 5.626 5.324  6.324
Profit Margin 4.666 4.782 4.806  06.023

Analysis:
Gross Profit Margin and Net Profit Margin

As can be deduced from the graph, the gross profit margin of Saiham Textiles is
consistently increasing and decreasing over times. [t was highest in 2008 at the rate of

YY00

Trend in Gross profit margin and Net profit margin over

last 4 years

A Q10
S.al

2007 2008 2009 2010

6.:02%

1G.17%

Net Profit margin of Satham Textile is increasing over last four years and was the highest

in 2010 at the rate ol 6.023.
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Opcrating Margin, Margin before interest & tax, Pretax Margin

Trend in Operating Margin, Margin before interest and
tax, Pretax Margin overlast 4 years

s Operating Ma

| Margim befare interest and tax

Protax Margi

1e bar graph clearly dictates the following:

In 2010, the gross margin. as such. the Operating Margin, Margin beforc interest & tax.
‘retan Margin rose relatively in comparison to other years. This may be attributed to the
auemented turnover. There were only slight variations in other expenses.

1 2009, the operating margin was significantly lowest than other three years. There may
ower profit of Saiham Textile from its core business in this year. These entire three
wains are excluded trom the effects of tax.

Return on Investment

Particulars 2007 2008 2009 2010
ROA 6.951 6.687  7.126 8.016
ROTC 3.846 3.952 3.677 4.810
ROE 5.006 5.603 5.667 8.904
Asset to Equity 1.6080 17517 17926 2.0330

\nalysis:
Keturn on Assct

Cieneralive over the last three years, this ratio has been increasing consistently. indicating
areater return available to the creditors and the common shareholders of Saiham Textiles.
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\s discussed previously. if we disaggregate this ratio, we find that it is in fact the product
1 total assel turnover (activity ratio) and return on sales (profitability ratio).

Changesin ROA and ROE

# ROA = ROC

2007 2008 2009 2010

the graph depicts that there has been considerable fluctuation in activity ratio.
nterestingly in the vear 2009, total asset turnover decreased signiticantly related to the
wior vear indication inefficient assct management. However, in the same ycar return on
.ales ratio redeem a certain portion on itself. In 2008, it generated Tk 28,841.303 more
sales. though the increase in total asset was a mere Tk 59,253.259.

Flowever. the tables turned in 2010, whereby return on sales augmented reflecting a
Brmer grasp on cxpense management, and total asset turnover improved due to the
increasc in the level ot sales.

Return on Fquity:

Return on bquity for Satham Textiles, has improved significantly over the past year. As
such. more rcturn was available to the common sharcholders of Satham Textiles. It was at
its highest in 2010 at 8.9%. This means for every Tk 100 invested by the sharcholder.
they receive a return ot Tk 8.9.

Descercgation ol this ratio, results in the generation of 3 elements: total asset turnover
tactivity ratio) and rcturn on sales (profitability ratio) and asset-equity ratio (solveney
ratio).

In the explanation of Return on asset, the first two elements were discussed. as such, now
we will focus on asset-cquity ratio. As can be seen from the graph above. this ratio has
been increasing consistently. with only a slight slump in 2010. This ratio indicates how
much of the assets arc financed by equity.

As we can see. from 2007 1o 2010 it has been increasing constantly mcaning. debt usage
in Saitham i'cxtiles had been augmenting.
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Changes in Prfitability, activity, and
solvency ratio over last 4 years

% F fie b
Farnings per share and other valuation model
~ Particulars 2007 2008 2009 2010
Basic EPS 11.22 12.61 FRSS 18.75

Farnings per Share (in tk):

\s can be deduced from the graph below, the EPS has been increasing consistently
exeept the year 2009. resulting in the highest return in 2010 of Tk 18.75 per share.

Basic EPS
Basic CPS
11722 P 11.52
CuQ7 RESIE N 200G 20010

Operating Leverage, Financial Leverage & Total Leverage

Particulars 2007 2008 2009 2010
Gperating lLeverage 1.360 [.365 1.296 1.412
Financial Leverage 3.027 3.380 3.012 2.229

Total ].cverage 4116 4.614 3.903 3.147




Operating §everage Effect (OLE)
satham Textile has relatively low leverage. This means for changes in sales. EBIT will
't be alfected.

Financial .everage Effect (FLE)

saiham Textiles has a relatively high financial leverage. It was highest in 2008 at 3.380.
his means for 1% changes in EBIT, Net Income will change by 3.380%.

Trend of Saiham Textile's
OLE, FLE, TLE

Total Leverage Fffeet (TLE):

he greatest risk is in 2008 whereby if sales changes by 1 %. Net Income will alter by
r.ﬁ; J-”u.

\ olance at Saiham Textile L.imited’s Inventory Management

e inventories of Satham Textile arc carried at the lower of cost and net realizable value
as prescribed by TAS 21 Inventories, cost is determined on weighted average cost basis.
I'he cost comprises of expenditure incurred in the normal course of business in bringing
the inventorics to their present location and condition. Net realizable value is based on
ostimated sclling price Jess any further costs expected to be incurred to make the salc.

62



6.0 BexTex Limited

Conducted by: Md. Iftakharul Alam
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BexTex Litd. was incorporated in Bangladesh as a Public 1imited Company with limited
liability on 8 March 1994 and commenced commcrcial operation in 1995 and also went
mto the public issuc of shares and debentures in the samec vcar. The shavcs of the
Company are listed in the Dhaka and Chittagong Stock Exchanges of Bangladesh.

Boxlex Lid. has a state of the art composite knit fabric production mill, which scrves the
crowing neceds of high-quality knit garments exporters in Bangladesh. The project was set
i as a state of the art knit fabric knitting, dyeing and finishing tacility. During the year.
the Company produced and sold high quality of knit fabrics and bringing forth all the
latest in hard and soft technologics in knitting. dveing and finishing of knit fabric.

exlex Lid. also has cotton and polyester blended yarn-spinning mill. with 122,000
pindles is one ol the largest spinning mills of the country. The mill was set up to fecd the

UNtrY's export oriented industries.

BexTex Ltd. produces specialized finishes of denim cloth for export in finished as well as
cloth only form.

Company Mission, Vision

Mission

BENTEX Tad. is a full service vendor with strong vertically integrated production
tacilities as well as creative & analytical capabilities. which clearly sets us apart from
nost other South Asian vendors.

\ision

< Gatn market leadership in high value added apparel in USA & Furope.
« Lse “Innovation”™ & ~Speed™ as prime drivers. rather than cotton & cheap labor.
+ Dominate these markets in high quality:

«  Men's. Women's . Children

- Shirts ( Dress & Casual )

. Blouses ( formal & casual ), Skirts, Jackets

Icans & Casual non - denim bottoms
. [Knitted tops & bottoms
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Operational Highlights

(seneral Financial

Yy car of Incorporation 1984 Authorized Capital
Commercial Production 1990 Paid up Capital
Stoek exchange listing 1989 ﬁ

\ ¢glance at BexTex Limited’s Ratio Analysis
\ctivity Ratios

short Term (operating) Activity Ratios

Particulars 2006 2007 2008
aventory turnover 0.9287 0.8193 I.1306
\verage inventory in stock 393 445 3
Receivable Turnover 1.5264 1.236 1.2640
Average number of days 239 295 288

Receivable outstanding

8000 Million
4,664.475 Million

Payable Turnover 1.3785 1.5780 1.7955

\verage number of days
Pavable outstanding

N
|8}
N
[N
(OS]

203

Analysis:

Inventory Turnover Ratio

‘om the graph inserted. we can say that there has been a significant increase in the

rrnover ratio lrom 0.93 o 3.16. However. it has significantly increased in the year 2010
om 2009 by 75%. The ratio is more constant, thus indicating that the inventory bccame
nore mobile and efficient. For every year, the entire inventory process repeats more than
v times in the year 2010. As the inventory turnover ratio is higher better. because it shows
the management cfficiency of the firm. For BexTex ltd. this higher ratio indicates

nanagement inefficiency.

Inventory Turnover Trend

O 2008 2009 R



\ceounts Receivable Turnover and Accounts Payvable Turnover

Average number of days Reeivable &
Patable Outstanding

007 2008 2009 20010

\ccounts Receivable ‘Turnover and Accounts Payable Turnover, is an important
dication ol how a company is managing its operation. The following chart depicts that
BexTex Itd. has been able to manage both these efficiently. A company always prelers if
their accounts receivables turnover is higher than accounts payable. The graph shows the
numbcer of days required to collect the receivables of BexTex Itd is lower than its time to
pay the pavables except 2009 and 2010, which indicates that BexTex Itd got longer time
to colleet its receivable. Thus, it has decreased its credit flexibility but increased in 2009
and 2010, It collects the receivables approximately 65 days before paying its payables in
2010,

l.ong Term Activity Ratios

Particulars 2006 2007 2008 2009 . 2010
Fixed Asset Turnover 0.071 0.068 0.403 0.586 0.913
Total Assct Tuxnovel 0.348 0.290 0.250 0.355 0.574

Analvsis:

Fixed Asset Turnover and Total Asset Turnover

Trend in Fixed Asset Turnover & Total
Asst Turmnover of BexTex Ltd

. ——
CICE3 ol Y —_ .
VOhE o g Fixoeol Asaot Turnover
. s Total Acnet Turnmoven
[N} Q.5 1 2 1 =

Ihe Fixed Asset Turnover ratio as well as the Total Asset Turnover ratio decrcascd
sienilicantly over the past S vears except 2009 and 2010. It has improved significantly in
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1009 and then in 2010z this was the year for progress concerning the discussing ratios.
I'his mcans that it can been able to better utilize its asscts to generate salcs. Bex'Tex Itd is
coing lor a betler position to manage its fixed asset and total asset.

Liquidity Ratios

Particulars 2006 2007 2008 2009 2010
Current 1.27 0.98 0.92 1.79 1.30
Ratio
Quick Ratio 0.5628 0.3030 0.2978 0.1375 0.4536
Cash Ratio 0.0836 0.0453 0.0087 0.0672 0.0356

Analysis:

Comperative analysis of Current Ratio, Quick Ratio, Cash
Ratio over 5 years

006 1007 2008 2009 2010

his graph depicts the entire scenario of the liquidity position of BexTex Itd over
past five vears. Analyzing each element as follows:

Current Ratio

I'he current ratio of BexTex Itd is above | except the year 2007 and 2008 that indicates
he liquidity position is very concrete in 2006, 2009, and 2010. Flowever. there was a fall
0 2010 from the previous year by 27%. The boost in this ratio occurred in 2009 due to
mproved cash and bank balances and trade debtors.

Ihe other noticeable decrease in current ratio is in the year 2007. which may be mainly
hecause of the increase bills receivables discounted which rose by Tk 35.995.496.
However. since the current ratio is above 1, it reflects the fact that it has adequate current
assets to overcome its current liabilities in 2010.

Quick Ratio

'he quick ratio. howcever. has shown a greater degree of fluctuations. [ts position was at a
very vulnerable point at 2008, when its quick ratio was at its lowest 0.1375.

Quick ratio climinates inventory and prepayments. It can be scen the ratio had been
decrcasing from 2006 to 2009 because of increasing current liability.

However. in the following year 2010, the quick ratio increased slightly. This may be
ascribed 1o the significant decreasc in creditors and increase in current asscts.
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(ash Ratio

I he cash ratio of BexTex Itd is very vulnerable. It decreased year to year up to 2008. The
cash ratio was highest in the year 2006. In 2007, the cash and bank balances decreased
stgnificantly. However, due to a relative increase in current liabilities, the ratio plunged
turther more. [n 2009, the ratio increased slightly by increasing current asset. Howcever,
m 2010. a slight decreased in cash balances occurred, which was not sufficient to
compensate for the increase in current liabilities.

Cash Cyele
Year SR 2006 (2007  |2008 2009 [ 2010
Cash Cycle _ 393 509 407 _ 72 50

\~ we know alrcady. the shorter the cash cycle is better. It relays the message that
cecivables are collected quickly, payment of payable are deferred. However. BexTex Itd
wivs ils pavables earlier then collects its receivables but reverse in 2009 and 2010. The
west cash evele over the last Tive years was attained in the year 2010. whereby reccivables
vere collected around 50 days after paying of payables. BexTex ltd's cash cycle is not
e improved one. [t has positive cash cycle that fluctuates over years.

[.ong Term Debt and Solvency Ratio

7  Particulars 2006 2007 2008 2009 2010
Debt to Capital 0.802 1.151 0.824 0.519 0.501
Debt to Kquity 4.053 6.638 4.693 1.083 1.005
Iimes Interest Earned 1.309 0.742 1.084 3.80 3.140
Fixed Charge Coverage 1.4567 1.0056 2.3575 2.0047  2.9800
CFO todebt 0.022 -0.032 -0.072 -0.067 0.317
\nalvsis:

Debt to Total Capital Ratio and Debt to Equity Ratio

Debt to Equity ratio and Debt to Capital
' ratio over last 5 years

Dot to Equity

Dbt to Capital

2007 2008 2009 2010
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Debtto Total Capital Ratio depicts how much of the capital is financed by creditors. It
can be understood that at BexTex ltd, more than half of their capital is financed by
creditors: the rest via equity.

Debt to Tquity Ratio measures how much liability is borne by shareholders. Usually the
lower the ratio better. as it indicates less risky. However. as can be seen, the debt-equity
ratio 1s much higher for the BexTex Itd and was lowest (which is not good for the
company) in 2010 over the fast tive years. It was highest in 2007 indicates for every Tk |
invested, the shareholders of BexTex Itd bore a liability of Tk 6.638.

Fimes Interest Farned Ratio
Times Interest Earned

e rrLereat |

2007 2008 2O Qe

Uhe Tl vatio. illustrate fluctuating pattern. Its TIE ratio was lowest in 2007 for the last
ive years. Hencelorth. it has been showing an increasing trend from 2007 to 2009 and
then a slight decrcase in 2010 at certain intervals. In the year 2009, the level of debt uscd
by BexTex  hd  decreased, consequentially, decreasing the interest  expensc.
Comparatively EBI'T was higher in this particular year. resulting in a relative higher TiL
rato.

Cashflow from Operations to Debt Ratio
This ratio indicates how much Cashflow is available from opcrations to pay out debt.
Obviously the higher the ratio, the more widespread the safety net lor the loan providers.
Voocan be deduced from the graph illustrated below. initially the Cashtlow from
operations was positive. representing a good state ot BexTex Itd. Howcever. this decreased
signilicantly in 2007 to the negative point.

CFO to debt This can be attributed to
the incrcased cash
outflow for the payments

vo17 of purchase. In 2010, a
high volumc of cash was
accumulated from
turnover of goods and
scrvices. resulting in a
relatively high ratio.

CREQ

4.0 Profitability Ratio
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Profitability Ratios:

Return on Sales

B Particulars 2006 2007 2008 2009 2010
Gross Margin 39.0% 29.2% 35.1% 372%  35.1%
Operating Margin 34.1% 23.3% 29.6% 333%  31.1%
Vlargin before interest and tax 34.1% 23.3% 29.6% 33.3% - 31.1%
Pretax Margin -3.9%  -23.0%  -12.8% 14.0% 15.7%

Profit Margin 4.1% - -233%  -12.8% 11.9%  13.9%

Analvsis:
Giross Profit Margin and Net Profit Margin

Trend in Gross Margin ans Profit WMargin

e D e

oot DS

FICY 2007 2008 2009 210

\s can be deduced from the graph. the gross profit margin of BexTex Itd is consistently
leereasing and then increasing over times. It was highest in 2006 at the rate ot 39.

vt Profit (loss) margin of BexTex Itd was negative from 2006 to 2008. It has increased
ianihicantly in 2009 and then in 2010.

Operating margin, Pretax margin, and Margin before interest & tax

Operating Margin, Margin before Interest and Tax, and
Pretax Margin Trend

PMargin belore intoerast

P YO T O 2009 2010 Pretax Margin
20306 2007 RIS 200C FABNRE

70



The bar graph clearly dictates the following:

Opcrating margin and Margin before interest and tax is same for all five years. becausc
there is no other income is added in the income statement of BexTex Itd. In 2006. the
Opcrating Margin, and Margin before interest & tax, was relatively high than any other
vear at the rate of 34.1. Pretax Margin was negative from 2006 to 2007 and rosc

stenificantly in 2009 and then in 2010.

n 2007. thc opcerating margin was significantly lowest than other four years. There may

ne lower profit of BexTex Itd from its core business in this year.

Return on Investment
Particulars 2006 2007 2008 2009 2010
ROA 3.477 2.895 2.494 3.550 5.736
ROTC [1.86 6.758 7.384 11.805 [7.861
ROE -7.048 -51.515 -18.155 8.775 16.039
\sset to 5.052 7.638 5.693 2.083 2.005
ILquity

\nalysis:

Return on Assct

Ciencrally. over the last three years (2008-2010). this ratio has been increasing
onsistently. indicating greater return available to the creditors and the common

harcholders of BexTex Itd.

\~ discussed previously. if we disaggregate this ratio. we find that it is in fact the product

total assct turnover (activity ratio) and return on sales (profitability ratio).

Trend in ROA & ROE of BexTex LTD over last 5
years

mROA ROL

Q6 2007 2008 2009 2010

-18.155

[he graph depicts that there has been considerable fluctuation in activity

ratio.

ierestingly in the vear 2008. total asset turnover decreased significantly related to the
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prior vear indication incflicient asset management. However, in the samc ycar return on
sales ratio redeem a certain portion on itself. In 2008. it generated 11.56% morce salcs.
However, the tables turned in 2010, both the rcturn on sales augmented retiecting a

firmer grasp on expense management, and total assct turnover improved due to the
mcreasce in the level ot sales.

Keturn on Equity

Return on Equity for BexTex Itd, has decreased significantly from 2006 to 2008 and it
was negative then. As such, there was no return to the common shareholders of BexTex
'td in those vears. However. it rose significantly in2009 and then in 2010. It was at its
highest in 2010 at 16.03%. This means that every Tk [00 invested by thc shareholder.
they recetve a return of Tk 16.03.

Descarcgation ol this ratio. results in the generation of 3 elements: total asset turnover
cactivigy ratio) and return on sales (profitability ratio) and assel-equity ratio (solvency
al1o).

in the explanation of Return on assct, the first two elements were discussed. as such. now
¢ will focus on assct-cquity ratio. This ratio has been decreasing consistently. with only
slight stump in 2007 from 2006. This ratio indicates how much of the asscls arc
inanced by equity.

s we can see. from 2007 to 2010 it has been decreasing constantly meaning. debt usage
BexTex Itd had been reduced.

Grraph of comparison analysis among the Activity, Solvency, and Profitability
Ratios

Trend in Activity, Solvency, and Prifitability Ratio

2006 2007 2008 2009 2010 Total Asset Turnover

Profit Margin



Lavnings per share and other valuation model

~ Particulars 2006 2007 2008 2009 2010

Basic EPS (1.11) (5.28) (3.23) 2.00 436

Farnings per Share (in tk)

\s can be deduced from the graph below, the EPS has been fluctuating and was negative
om the vear 2006 to 2008. It rose significantly in 2009 and then resulting in the highest
cturn in 2010 ot Tk 4.36 per share.

Basic EPS

Basic LES

200G 1l SOQ7 20085 2008 2000

Y]
b
W

Operating Leverage, Financial Leverage & Total Leverage

articulars 2006 2007 2008 2009 2010
Operating Leverage -10.11 -1.266  -2.744 2.667 17.725
Financial Leverage 0.962 0.989 1 1.176 1.126
[otal 1.everage -9.725  -1.252  -2.744 3.136 19.958

Opcerating Leverage Effect (OLE)
Clex ltd has relatively negative leverage trom 20006 to 2008, 1t rose in 2009 and highly

¢ i 2010 at the rate 17. 725, This means that |% change in sales will turn a change in
AT by 17.725%.

Financial Ieverage Effect (FLE)
BenTen ltd has a relatively low financial leverage. It was highest in 2010 at 1.126. This
wans that 1% changes in EBIT will turn a change in Net Income by 1.126%.



Trendin OLE, FLE, and TLE of BexTex
Ltd over last 5 years

Total Leverage
- - Financial Loverage
. Operaung Leverage

06 2007 2008 2009 2010

Fotal Teverage Fffect (T1LE):
wogreatest risk is in 2010 whereby if sales changes by | %. Net Income will alter by

\ glance at BexTex I.imited’s Inventory Management

I'he inventories ot Bex'Tex Itd are carried at the lower of cost and net realizable value as
areseribed by TAS 2: Inventories. cost is determined on weighted average cost basis. The
cost comprises of expenditure incurred in the normal course of business in bringing the
nventories to their present location and condition. Net realizable value is based on
sstimated selling price less any further costs expected to be incurred to make the salc.
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7.0 MONNO TEXTILES LTD.

(Conducted by Saima Parvin)
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vlonno Industries began in Bangladesh home market in 1985, and sccured its first

cxport order the following ycar. Monno soon earned an cnviable reputation for both

quality and value. As the original exporter ‘Made in Bangladesh™ Monno is proud to

contribute to the growth of the Bangladesh economy. In a developing country the kudos
ceorded to exports and the valuable foreign exchange derived is significant. Today in

sangladesh Monno is a household name and regarded as one of the country’s premier
mpanics.

he Monno Group of companies includes, significantly. Monno Fabrics Ltd. and Monno
vitire ltd. as well as printing and packaging companies mutually supporting the

ctivities ol the Group. Monno is not therefore dependent on outside supplicrs for labels
“packaging. which helps to ensure orders are available on timc.

VISION

lonno Group of companies sees business as a means to the well-being of the
~harcholders and all other stockholders, society as well as the national interest as a whole

MISSION

lonno Group of company’s mission is to provide world class quality products to
—ustomers. strictly maintain ethical standard in business operations.

OBJECTIVE
Vonne Group of company’s objectives is to conduct transparent business operations

ithin the legal and social framework with aims to attain thce mission with a
Jualitative/quantitative target in business operations.

CORPORATE FOCUS

vionno Group of company’s vision. mission and objective are to emphasizc on the
continuous development in making value addition to their products to keep well prepared
or competitive world market

FINANCIAL, MANAGEMENT POLICY

Il financial policies like investment policy, dividend policy. and financing policy is to
maximizc the value of the organization.
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(1) Activity Analysis

Ratio 2006 | 2007 2_00_8'"i" 2009 | 2010 | Average

[nventory Turnover 2731 1.54 1 1.6l 0.89 0.19 6.96
“\verage No. Days Inventory In | 134 154 228 412 1946, 575
stock - | I | .
Receivables Turnover | 298| 2.88| 28I 2.32 0.31 2.26
\verage No. Days Receivables ‘ 1_2—: 124 130 157 1189 344
Outstanding : ! .
Pavable Turnover I 5150 3070 1.3 130 023 230
\werage No. Days Payables ' 71 86 | 224 280 1569 446
Outstanding ; i i
| | e o]

\nalysis:

ctvity ratios describe the relationship between the firm’s levels of operations (usually
Stined as sales) and the assets needed to sustain operating activitics. The higher the
atios the more cfficient the firm’s operations. as relatively fewer assets are required 10

support a given level of operations (sales). Here several kcy activity ratios of MONNO
cutile Bangladesh Ltd. are calculated with proper interpretations and implications in its
<iness operations.

Inventory Turnover Ratio

Inventory Turnove Ratio

1 Inventory Turnowver

2007 2008 2009 2010
YEAR

rnover ratio was low during the vear 2009 and 2010. Turnover ratio was high in 2006
rich was 2.73. 1t indicates that during that period inventory management of the

npany was efficient more. But then ratio fell in 2009 and 2010. IFrom 2006 to 2010
vorace Inventory Turnover ratio for the MONNO Textile was 6.96.
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\verage No. Davs Inventory In Stock

C MONNO Textile this ratio is not steady .In the year 2006 and 2007 thc company had
wer ratio but from 2008 it started to increase. In 2010 it reached at highest point.

Receivable Turnover Ratio:

Receivables Turnover Ratio

w o

N
P

1 Receivables Turnowver

2006 2007 2008 2009 2010
YEAR

cre the company had higher receivable turnover ratio in 2006. In the vear 2010 the
npany has the lowest receivable turnover. Average Receivable turnover ratio from
-2010 was 2.26

\verage number of day’s receivable outstanding

v our analysis we found that the company had the Tower ratio in 2006 and had the

B
1

ostratio in 2010, The company average is 344.

Average No. Days Inventory in Stock

| 2500
| 2000

1500

1000
| 500
|
| 0 =y

20086 2007 2008 2009 2010
TEAR

—e— Average No. Days Inveniory In Stock
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Pavable Turnover:

1S ratio measures that how many times payable is turned over in a year. L.ower the ratio
better because it indicates that payables are turned over less frequently so company
SLs more time to pay its debts.

Payable Turnover Ratio
S
A
3 - 2 FPayable Turnower
2
|1 ’ ’
| O J i
| 2006 2007 2008 2009 2010
| vear

1c company has lower payable turnover ratio in 2010. The company avcrage is 2.30.

Average no. of day’s payable outstanding

measures that. how many days company can defer its payment. The larger the time
criod s better for the company so that company can make delayed payments.

Trend of Average no. of days receivables and
payables outstandings

1800
1600 :
1400 —— —e— Average No. Days
1200 2 fRecaivables
1000 Qutstanding

800 Nveragoe No. Days

800 FPayables

400 Qutstanding

200 5= == St

(@] e
2006 2007 2008 2009 2010
YEAR

I 2006 and 2007 the average number of days™ payable outstanding was lower but in
010 the average number of days™ payable outstanding was higher than the previous
years.
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l.ong-Term (IIT\/estmen?) Activity Ratios

Ratio 2006 | 2007 | 2008 | 2009 2010  Average
Fixed Asset | 0.72 076 | 080 | 043 004 055
Turnover

Total Assel | 0.47
Turnover

\nalysis:

Fixed Asset Turnover ratio:
'his ratio measures that. how efficiently firm manages its fixed assct and higher ratio

¢
later vears. The ratio was low in 2010 which was 0.04 and higher in 2008 which was
)

Fixed Asset Turnover Ratio

Q.5

a.lr —
O <
0 ¢
[ Fixed Asset Turnover

o4
0.3
.2
o1

o) = by (==

2006 2007 2008 2009 2010
YEAR

[otal Asset Turnover Ratio;

lere total assets turnover ratio has decreased from beginning to ending years. So
nanagement of the MONNO Textile should concentrate on increasc the total assets
LLIMover ratio.

T otal Asset Turnover Ratio

045 - -

035 —
0.3 -
025 - O Total Asset Turnover
0.2 -
o o1s
0.1
0.05 - - L
o ] E - | £

2006 2007 2008 2009 2010

YEAR
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(2) Liguidity Ratio

(Liquidity Analysis)-

Ratio 2006 | 2007 | 2008 | 2009 = 2010  Average
Current  1.08 | 113 | 107 092 | 071 098
Ratio | ] | | - R I
Quick - 0.96 094 | 093 0.74 | 057 0.83
gRalio . o ‘ |
(ash Ratio 045 | 051 | 056 0.52 | 0.43 0.45
\ | |

Analvsis:

Current Ratio:
s ratio measures that how much current asset is available to pay out the current
nilities of company. Higher ratio indicates good liquidity position. MONNO Textile
wos lower current ratio in the year 2009 and 2010. It has higher current ratio in the ycar

(4]

Current Ratio

0.8

06 - - - & Current Ratio

0.7

Q
2006 2007 2008 2009 2010

YEAR

b ade B

I his ratio includes the quick assets that can be easily converted into cash. It mecasurcs the
Juidity position in more conservative way. In 2006 the MONNO Textile's quick ratio
1 0.96 and then it has decreased in year 2009- 2010.

Quick Ratio

1.2

1 s -~
0.8 =
oes Ll
.1 k
Q2 - - :

O = - | I

2006 2007 2008 2009 2010
YEAR
1 Quick Ratio
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Cash Ratio:

From our analysis we can see that MONNO Textile has lower cash ratio in 2006 which
point out that firm has worse liquidity position considering the cash ratio. But from 2007-
2009 it inercased which point out that firm has good liquidity position than previous vear
but again 1t decrcased in the year 2010.

Ca.sl;w Ra‘tio

oG

0.5
Oo.4
o3 |
Q.2

01

o - ! ; fx3 gl el -
2006 2007 2008 2009

’ 1 Cash Ratio

{3) L.ong Term Debt and Solvency Ratio

Ratio 2006 2007 | 2008 | 2009 2010  Average
Debt to Total 0.52 0.60 0.61 | 0.66 0.77 | 0.63
Cuapital | e | ! _ |
Debt to Equity 1.09 1.53 .54 194 338 1.90
|
I ' SN B 1 e e
Time Interest 1.02 1.32 0.59 .77 | 3.17 1.57
Earped (TIE) l_ ‘ ol
CFOtoDebt = 0.9 0.6, 005 012 o002 0108

Debt to Capital Ratio:
MONNO Textile is highly dependent on external financing which makes the firm more
risky. This ratio was higher in 2010 that was higher than 77%.

Comparative Analysis of Debt to Capital and
Equity Ratio

0.9
0.8 — e =
0.7 - g . . ]
0.6 :
0.5 = - Debt to liquity
0.4 ] —= = Debtto Total Capital
0.3 | i1
0.2 mas s
01 S D B =
0 raned i =
2006 2007/ 2008 2009 2010
YEAR
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Debt to Equity Ratio:

I'rom the above graph it can be deduced that MONNO Textile has higher cquity to debt

ratio. MONNO Testile had highest debt to equity ratio in year 2010.

lime interest carned ratio:

IUis a divect measurc of ability of paying the interest for a company. This ratio was highcr

i 2009 and 2010 but that ratio has subsequently lower in the year 2008.

{ Time Interest Earned (TIE) Ratio
’ 3.17
3
| 2.5
2] :
’ —e— lime Interest
: 1.5 Carmaod (11E)
| o
1 «T.02
1
| o.b

2006 2007 2008 2009 2010
‘ YEAR

CFO to debt Ratio:

Ihis ratio measures the cash flow generated by the firm to pay debt. Higher the ratio is
better. CFO to debt ratio was lower for the company. The ratio was decrcasing over the

vears and this indicates decreasing cash flow generated by the firm to pay debt.

CFO to DEBT RATIO

0.2
0.18
0.16
0.14
0.12

0.1
0.08
0.06
0.014
0.07

—e—Cl-O to Iebt

CFO to DEBT

2006 2007 2008 2009 2010
YEAR




(4) Profitability Analysis:

~ (I) Return on Sales

Ratio 2006 | 2007 | 2008 2009 2010  Average
Gross Margin 0.22 0.43 0.18 0.18 0.78 0.36
Operating Margin 020 0.6 015 0.3 087 030
Margin before Interest | 0.05| 003 003 026 484 1.04
and Tax | : | \
Pretay Margin | 0.05| 004 003 026, 484 104

Protit Margin 005 0.04] 003 026 4.84 1.04

(Giross Margin:

MONNO Textile has positive gross margin over the years. In 2010 the Gross margin was
higher and in other years it increase and decrease respectively. So MONNO Textile is
clficient to manage its direct expenses.

‘ Comparative Analysis of Gross Margin and
‘ Operating Margin
1
| m 087
0.8 /. #» 0.78
0.6 ' e /
0.4 : -
0.2
0 3 = B F ) o e o P sai =
2006 2007 2008 2009 2010
YEAR
—e— Gross Margin —s— Operating Margin

Operating Margin:

It mceasures profitability of firm from it’s™ core busincss. [t is independent from firms
investing. financing and tax position. The operating margin ol was dccreasing over the
vears from 2006-2009 but higher in 2010.

Pretax Margin:

Pretay margin mcasures the profitability which is independent from the impact of tax.
The company has lower pretax margin from 2006 to 2008 and it was increase in 2009 and
it became highest in 2010

84



Comparative Analysis of
profit Margin and Pretax Margine

100%
0%
80%
70%
60%
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A0%

| 30%

| 20%

10%
0%

m Profit Margin

L1 Pretax Margin

2006 2007 2008 2009 2010
YEAR

Profit Margin:
JONNO Textiles shows lower profit margin over the years. The company has lower

wetax margin from 2006 to 2008 and it was increase in 2009 and it became highest in
M0

(ii) Return on Investment

~ Ratio 2006 | 2007 2008 | 2009 [ 2010 | Average
Return on Assets (ROA) 0.04 0.09 -0.12 1 -0.06 -0.12 0.09
Return on Total Capital (ROTC) | 0.02| 0.04| -0.02 -0.06 -0.12  -0.03
Return on Equity (ROE) 005 '0.041 -0.03 | —0.19: -0.53 | 0_I>__|
Return on Common Equity 0.04 0.04 | -0.03  -0.19  -0.53 | -0.13

Return on Assct (ROA):

ROA measures the efficiency of firm to utilize its assets to generate revenue and return
available to the capital providers. MONNO Textile has lower and negative ROA over the
vears 2008-2010 which mean asset could not utilize properly to gencrate profit.

ROA/ROTC

Ratio 2006 2007 2009 2010

YEARS
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Return on Equity (ROK):

© measures the return on total stockholder’s equity and excludes debt in the dominator

L uses cither pretax income or net income. Higher the ratio is the better for the firm.
i the firm bas lower and negative ROE over the vears 2008-2010.

mpany produced lower or no return for the stockholders.

TREND IN RETURN ON EQUITY AND RETURN ON COMMON

(3) Operating apd Financial Leverage

2008._

YEARS

EQUITY

2010

—e— Return on tquity
(RO
Return on Common
fzquity

(5) Opemtmg and Financial Leverage

Thercfore the

Ratio

Operating Leverage Effect (OLE)

Financial Leverage Effect (FLI)

Fotal | Acvcrag.e- Effect (TLE)

Operating everage Effect:

O -
2006

Ol.E 1s a measure of percentage change in income due to percentage change in sales
volume. When OLLE is greater than |. Operating leverage is present.

Operating Leverage Effect (OLE)

2007

2008

12006 | 2007 | 2008 [ 2009 | 2010 ]Avelage

28.53

4.47 |

2009

31.43

2010

0.16 | 047 048
25 -1.09 -0.13

0.16 047 048

O Operating | everagao
Cffoct (O1 17)

12.22

. MONNO Textile
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wd highest OLE in year 2006 that was 31.43. It mecans if sales increase (decrcase) by
‘0. then operating income will inerease (decrease) by 31.43%

Financial | .everage Effect:

VONNO has highest fixed cost in year 2006 so as FLE. So in year 2006 risk was higher.
~operating income changes by 1% then net income will change by2.11 %. MONNO
oxtile had negative FLE in 2008 to 2010.

Financial l.everage Effect (IF1.F)
5 4.47
4
3 2.27
2
1 O Financial Levcrage
Lffect (11 1)
O —
| 1 2006 2007 00 pleile
5 -1.09
3 25
YEAR

lotal .everage Effect:

Total Leverage FEffect (TLE)
/0 -
60
50
40 35_’ 3 m Total Loverage Effect
a0 (TLE) ‘
20 AL |
1oy
=) |
10 e ===
’ s | 0.16 0.47 0.48
0 L= LD SH
2006 2007 2008 2009 2010
YEAR ‘

VONNO Textile had highest total leverage in 2006that was 66.34 and lowest TLE in the
vear 2007 that was 0.16.
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EARNING PER SHARE

Jasic carning per share measures earning available to common shareholders. [tarning per
hare of MONNO textile trom 2006-2010 are given below:

Years | 2006 l 2007 <J 2008 t 2009 2010
EPS 6.09 5.40 387 | -19.55 3582

From the table above. we can see EPS of MONNO textile have constantly decreased and
't shows tirm’s decreasing profitability.

EPS of Monno Textiles For last five years

2009

-19.55

YEAR

—e—EPS

Inventorv Analysis

VIONNO Textile is the business of Textile industry. Inventory comprisc raw material,
tinished goods and packing materials which are stated by the company at lower of cost
and net rcalizable valuc. Stock of stores throughout the years. have been valued al
nerage cost price.

As the company has uscd weighted average method to value its inventory. there is no

impact creating differences in the financial statements. So to analyze the performance ol

the company with other companies in the industry. no adjustments have to be made (o
make the financial statement comparable.
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8.0 Dandy Dycing

Conducted by: Syaba Tarannum Quader
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Ihe Dandy Dyeing limited was incorporated in Bangladesh on May 12. 1993 as a public
nited company under the Companies Act, 1913 (repeated in 1994) and its share arc
isted in the Dhaka Exchanges and the debenture of the company are listed in Dhaka

stock Exchange.

Lhe registered office of the company is located in BSEC Bhaban (9" floor). 102. Kazi
Sazrul Islam Avenue., Kawran Bazar, Dhaka-1215.

Juring the vears the company owns and operates on industrial plans and is engaged on
the business of weaving. dyeing and printing of grey clothes of own and of outside parties
wrough its own showroom and agents all over Bangladesh.

\ Glimpse at Dandy Dyeing Ratio Analysis:

setivity Ratio:

Findings:

(i

Short-Term (Opgerat_in

) Activity Ratios

Inventory Turnover 1.42 122 | 124 123 * 1-.‘727 i
l?:’g:ggi No. DaysInventory | punieg 298.53 294.36 296.75 | 287.40
Receivables Turnover 3629 | 176.81 150.39 134.84 | 1705
Average No. Days
Receivables Outstanding 1?'05 [ _26 i 2'71_ | ___2_':14
PayableTurnover - 629 | 3.72 3.27 4.67 ‘ 3.73 |
Average No. Days Payables
Outstanding 58.03 98.12 111.62 78.16 : 97.?6_ |
(ii) Long-Term (Investment) Activity Ratios ]
Fixed Asset Turnover : 1.18 | 1.22 1.21 1.35 1.24
Total Asset Turnover | 066 | 066 0.68 0.7 0.67
Analvsis:
Inventory Turnover Ratio

1.45

1.40

1.35

1.30 kiny

1.725 (1Scriest

1.20

11b . - R —

1.10 - P b

2006

2007 2008 2009 2010

Yecar
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o can see from the above graph inventory ratio for the company decrcased trom
ch indicates that the company is not efficiently completing its process of
~oasing raw materials to production of finished goods. its inventorics arc piled up
ill Increase their storage cost. However, in 2010 it slightly increased but its not
cnough compared to 2006. Low inventory turnover ratio also increases the average
wr ol davs inventory in stock which is shown in the graph below:

Awverage no. of days inventory in stock

300
280
280
270
260
250
240
230

M Average no. of days
inventory in stock

2006 2007 2008 2009 2010

Year

the uraph shows. it almost lakes a whole year for the company to turn over its
contory. that is to complete the process of purchasing raw materials to production of

shed goods.
( Trend in Number of Days Receivables and Payable
Outstanding
1100 = -
30 w
I
G0
I
10 -
I
i
| o & Ei— -* * = -e
2008 2007 2008 2009 2010
! Average no. of days receivables outstanding

i +— Avcrage no. of days Payables outstanding

\oain the above line chart shows that the company is very in efficient in its operational
wtivity. {t's always better for a company if the gap between receivables outstanding and
payables outstanding is minimum which means that after paying the payables they
receive their cash quickly from their creditors. And if it is negative it is much better as
they'll reecive money betore paying but in this case the distance between these are very
high which indicates cash shortfalls and increased financing cost in order to pay their
debtors.
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Comparative Analysis of Total Asset Turnover
and Fixed Asset Turpover

., =, =
1.5 h
1 - Fixed Asset Turnover
— 1 1 Total Assct Turnover
0.5- .

2006 2007 2008 2009 2010

Year

From the above graph we can see that fixed asset and total asset turnover ratios has been
constant during the last Syears. Fixed asset turnover ration is better that total asset
turnover ration which indicates that their generation of sales from investment in
productive capacity is better than their overall investment efficiency. But they haven’t
been able to improve their efficiency in generating sales by making more investments as
the ratios arc more or less constant.

Liquidity Ratio:

Findings:

(2) Liquidity Analysis

| 2006 lzom \ 2008 | 2009 [ 2010

: : dpedbs, b ol onas R ! 2|

Current Ratio | 1.36 | 2.05 | 1.73 | 1.51 | 1.47 |
Quick Ratio ‘ 0.1 0.16 | 0.04 0.009 0.07
Cash Ratio 009, 015 0.01 -0.005 | 0.06

Analysis:
Comparative analysis of Current Ratio, Quick
Ratio and Cash Ratio

N
I
<

1
0.5
0 e = = b= b 1
0.5 1 2 3 4 5
‘ Year
—&— Currcnt Ratio —@— Quick Ratio Cash Ratio

92



Current Ratio:

[he current ratio of Dandy Dyeing is above |, which indicates that the liquidity position
s very good: it implics that they have adequate current assets to mcet their current
wbilities.

rom 2006 (o 2007 the ratio improved significantly due to decrease in current liabilities
which was a result of the decrease in amount of short term loans. It almost decreased by
k. 30.892.892. In 2007 the ratio is around the ideal ratio of 2:1 which shows that the
company is more than twice its current liabilities, so it is considered to have good short-
term financial strength. I-rom 2007 onwards it declined slightly but still it’s still quite
vood cnough.

Quick Ratio:

he quick ratio. however. is not that good. An ideal ratio would be 1:1 but in this casc its
sienificantly below 1 during the Jast five years. From 2006 to 2007 accounts receivable
declined by Tk 694.438. from 2007 to 2008. though accounts receivable increased cash in
hand decrcased by Tk 8.912,262, from 2008 to 2009 the ratio was the lowest due to
neeative cash balances and finally from 2009 to 2010 it improved a bit as cash balancces
were no longer negative.,

'hese might be the probable reasons for the quick ratio to be significantly low during the
past Ive vears. which means that the company doesn’t have a good abilily to mect its
short-term obligations with its most liquid assets.

(CCash Ratio:

The cash ratio of Dandy Dyeing was highest in the year 2007. In this year cash and bank
batance was the highest and liability was also the lowest so thc combined effccl was a
hetter cash ratio. In the following years it maintained the more or less "decreasing” trend.
and in 2009 it had a negative cash ratio as their cash and bank balancc was ncgative and
ltabilitics also rose by TK 20103019 from 2008 to 2009.

After that in 2010 though liabilities decreased by TK 19474107, cash did not incrcasc
sulficiently to improve the cash ratio.

Cash Cycle:
Year 2006 2007 2008 2009 2010
| Cash Cycle 208.82 202.47 185.17 2213 | 191.68

As we know already. the shorter the cash cycle, the better. It implies that receivables are
collected quickly. payment of payable are deferred. Cash flow of Dandy Dyeing is not
mmpressive at all: as we can see they almost had to wait for 201.89 days on avcrage over
the past five years to receive their money after making the payments. This indicates cash
shortfalls and increased financing cost as their payments had to be made by borrowing
[unds.

Fhough in 2008 it was the lowest compared to the other vears. still it’s not sufticient
enough.



l.ong Term Debt & Solvency Ratio

Findings:

(3) Long term Debt and Solvency Ratio

== | 2006 [ 2007 | 2008 | 2009 | 2010
Debt to Total Capital 0.39 | 023 | 026 | 0.30 | 0.27
Debt to Fquity s o7 3] 1ae | e
Time Interest Earned (T1E) 0.19 | 0.82 | 0.32 | 0.50 ! 0.10
Fixed Charge Coverage 0.19 082 032 | 050 | 0.10
Cash flow from operations to debt ratio 0.18 | 0.32 | 0.28 | 0.15 [ 0.47

Analysis:
Debt to Total Capital Ratio and Debt to Equity Ratio:

Debt to Total Capital Ratio basically depicts how much of the capital is linanced by
creditors. The higher the debt-to-capital ratio. the more debt the company has comparced
o its cquity. This tells investors whether a company is more prone to using debt
financing or equity financing

It can be scen that on average 27% of Dandy Dyeing's capital is financed by creditors
over Lhe past five vears: the rest via equity. A company with high debt-to-capital ratios.
compared to a general or industry average, may show weak financial strength because the
cost of these debts may weigh on the company and increase its default risk. Thus. having
27% debt to total capital ratio on averages indicates less default risk for Dandy Dyeing.

Debt to Total Capital and Debt to Equity Ratio

2.5

2
1.5

1
0.5

0 L

2006 2007 2008 2009 2010
Year

0O Debt to Total Capital m Debt to Equity
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sht o bBquity Ratio. on the other hand. measures. for cvery measurc of equity, how

o liability is borne by shareholders. Usually the lower the ratio better. as it indicates

- risk. However. as can be seen, the debt-equity ratio is considerably high. It was the

shest i the vear 2006: 1.55. This means that in 2006 for every Tk | invested. the

archolders of Dandy Dyeing bore a liability of Tk 1.55 which is morc than the amount
ave imvested.

s ratio has been showing a decreasing trend from 2006 till 2008. This is because the
svel of debt decreased by Tk 26040000 from 2006 to 2008. again in 2009 it increased as debt

creased by Tk 20460000 Finally in 2010 it again decreased a bit as debt declined by Tk
2840000.

[imes Interest Karned Ratio:

imes interest carned measures a company's ability to meet its debt obligations. It is
sually quoted as a ratio and indicates how many times a company can cover Its interest
charges on a pretax basis. Failing to meet these obligations could force a company into
ankruptey.

om 2006 to 2007 the ratio increased as their EBIT increased. In 2008. even though
mancial expense was reduced by Tk 2117487 TIE declined significantly as 1LBIT

leclined by Tk 13214212,

viter that it rosce again and then again declined and was the lowest in 2010. this shows
that they have not been consistent in paying back their interest with their operating profit.

Time Interest Farncd (TIE)

0.82

000000000
OaNW>CO~N®O

2006 2007 2008 2009 2010
Ycar
—_—ime Intercst Larnoed (TIE)

¢ ash flow from Opcrations-Debt Ratio:

Vhis ratio provides an indication of a company's ability to cover total debt with its ycarly
cash flow from opcrations. the higher the percentage ratio, thc better the company's
ability to pay its total debt.

As can be deduced from the graph illustrated below, initially the ratio was not that good,

but this improved in 2007. This can be attributed to the increased cash inflow from
collection trom customer and export incentive.
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ovel ol debt increased by Tk 3948202, and cash tlow from operations also
~ 241049 resulting in a relatively low ratio.

o cumulative effect of higher debt level and lower cash flow [rom operating
ted in the lowest ratio during the last 5 years.

2010 1t increased again and it had the highest ratio compared to the last tive
il debt decrcased by a significant amount of TK 19474107 and cash flow from

mereased by an amazing figure of TK 19726848.

Cash flow from operations to debt ratio

o.4a7
0.32
0.28
O 18
g.186
2006 2007 2008 2009 2010
Yecar

-Cash flow from operations to debt ratio

‘rotitability Ratio:

Findings:

_(4) Profitability Analysis
2006 | 2007 | 2008 2009 | 2010

Gross Profit Margin 0.31 030 | 0.28 0.32 0.24
Operating Margin 027 | 025 | 023 026 | 0.18

- M_argin before Interest and Tax T_ 0.16 '_;_ 011 004 | 006 | 0.0l
Pretax Margin 003 | -0.02 | -008 | -006 @ -0.11

Net Profit Margin 003 | -0.02 | -0.08 | -006 | -0.11
Roturn on Assets (ROA) | 012 | 007 | 003 | 004 | 0008
Return on Total Capital (ROTC) . 0.12 4__0.07 . 003 | 0.04 ‘ 0.008
Return on Equity (ROE) 008 | -0.07 | -025 0.19 0.32
Return on Sales C0.03 | =002 | -008 | -0.06 | -0.11
Asset to Equity Ratio 476 | 473 | 444 | 485 419
Earnings per share | 008 | -7.16 | 2476 | -18.59 | -32.29
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<« Profit Margin

and Net Profit Margin

_,__\_\\’_“_/\

~

—e—gp Margin \

- net profit margin

it margin  mcasures the profitability of a company considering its
ing cost so the more it is the better, but in case of Dandy Dycing this margin
declining trend from 2006 to 2008. In 2009 it was the highest as the

o cost was the lowest but after that in 2010 is declined and is the
st five vears.

owcest

nargin shows the profit net of all expenses. As we can sce the company had a
06 only. after that it incurred losses so we get a negative margin.
ows that Dandy Dyeing has not been efficient in managing their expenses.

wing Margin, Margin before interest & tax, Pretax Margin:

100%
80% |

60% |

40% |

20% |
0% |

20%

10% oy

2006 .
2007 5008
2009
Year 2010

I Operating Margin m Margin before Interest and Tax M Pretax Margin
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crating Margin:

03 Operating Margin
025
0.2
015
0.1
1.05
0

2006 2007 2008 2009 2010
Year
—e— Operating Margin

20006 to 2007 we can see that the operating margin declined. This was because ol'a
sduction s sales by Tk 1186113 and also a rise in cost of goods sold by Tk 2023102,
ol'which decreased the gross profit and also since the operating cxpense itsclt was
sher in 2007 the overall operating margin declined.

117 1

ar situation was expcerienced from 2007 to 2008 where gross prolit declined by Tk
991356 and operating expense increased by Tk 312375 causing the overall operating
wargin to decline.

e from 2007 to 2008 the operating margin improved as sales rose significantly by Tk
1333865 but after that it again declined as in 2010 they had the lowest sales volume in
¢ last live vears. Though operating expenses were lower compared to 2009 the gross
rofit was significantly low in 2010 causing the overall operating margin to decline.

Vargin before Interest and Tax:

Margin before Interest and Tax

)18
0.16
0. 14
012
0.1
008
0.06
0.04
0.07

2006 2007 2008 2009 2010

—e— Margin before Interest and Tax
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oo from the above two graphs margin before interest and tax and the operating
v shows similar trend. It has been declining except for the year 2009 where it rose a
1idn"t continue. In 2006 they had the best margin before interest and tax since
carning before interest and tax was the highest as they were ablc to cut down on
estment and operatling expense.

ctax Margin:

Pretax Margin

0.02 2008 2008 2010

—e— Pretax Margin

s operating margin and margin before interest and tax declined the overall cffect was a
Zeclining trend in pretax margin. As the earnings before intercst and tax was significantly
w from 2007 to 2010 the pretax margin is negative as the company started (o bear

g

IS .

Return on Assct:

Return on Asset and Return on Equity

0.15
0.1
0.05

0.008
.0 05 2006 2007 2008 2009 2010
%-0.07
0.1
~0.15
0.2 . -0.19
~0.25 =0.25
0.3
-0 35

0.32

Year

—e— Return on Assets (ROA) - RReturn on F.gquity (ROF)
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I\ gives an idea as to how efficient management is at using its assets o generate
ings. As we can ROA is declining over the past five years for Dandy Dyeing. A
sclining ROA is a signal that the company may not have been cftective in its marketing
vities. Just by looking at ROA we cannot find out the reason why it is declining. So

o disaggr k:ate it into two parts. First part consists of the total assct turnover and the
ccond part is the return on sales. By looking at the second g ly see that
asset wirnover is quite stable but return on sales is declmlng. Return on sales
dicates a fom’s efficiency in managing its expenses. So wc can say since Dandy
cing s lacing a declining ROA they are not being able to managc their cxpenses

neriy.,
¢ ROE or Return on l=quity is a ratio that measures a firm’s ability to generate net
come lor every unit of capital put in by investors. Thus, as we can sce from the graph.
wart from 2006 the firm hasn’t been able to generate any profit but the reason bchind this
0t be understood until we disaggregate ROE. By expanding the cquation we can
iy determine which part of the company is affecting the ROE.

Ol consists of three ratios. return on sales, total asset turnover and asset to equity ratio.
by seeing the sccond graph we can clearly depict that Dandy Dyeing's ROLE is
celining because of poor return on sales. Return on sales indicates the etficiency of firm
nanaging its cxpenses. thus we can concludc that during the last five years they
ven't been able to manage their expenses efficiently.

Farning per Share
be deduced from the bar graph below. the EPS has been decreasing and it’s been

uative over the past four years which means that Dandy Dyeing is losing lor every
are it has issuced. The highest loss for an investor was in 2010 of Tk 32.29 per sharc
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Earnings per share |
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Operating I.everage, Financial Leverage & Total L.everage:

Findings:
(5) Operating and Financial Leverage :
[ 2006 | 2007 4 2008 | 2009 | 2010
Operating Leverage Effect (OLE) .17 | .19 1.25 0 1.21 1.32 |
Financial Leverage Effect (DLE) 1_10_3] -10.87 ‘ 279 1 -4.59  -1.58
Total Leverage Effect (TLE) 12.06 | -12.94 | -3.43 | -5.56 | -2.09 !
vivalysise
Trend in OLE,FLE and TLE
20
10 A
\\

0 == | &)

) 5 TR 201
0 2006 \QQ‘M 8 2010
20

Year

Operating Leverage Effect (OLE)
Financial Leverage Effect (DLE)

—x— Total Leverage Effect (TLE)
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crating leverage Effect (OLE):

no leverage measure a certain percentage change of operating profit that occurs

2 certain pereentage of change in the sales revenue. Major reason for any leverage
coltoexist s due to the existence of fixed cost in the tirms total cost structure.

v Dyeing have relatively low operating leverage. It has been increasing over the past

o voars but a a very slow rate and was the highest in 2010. when tor 1% change in

o~ LBLT changed by 1.32%. Having a low operating leverage effect is good as it bears

nancial Leverage Effect (FLE):

ancial leverage measures certain percentage changes in net income that occurs duc to
wereentage change in operating profit.
Jdv Dyeing has a relatively high financial leverage and as it can be secn its negative in
o past five vears. This indicates that relatively small change in EBI'T will result in a
cater amount of loss for them. It is the highest in 2007 which means that if EBIT
1ues by 1% the net income will Decine by 10.87%.

Fotal T.everage Effect (TLE):

1is ratio shows how changes in sales will effect changes in Net Income. I'he {luctuation
werved in [LE s all atiributed to the variable FLE. since OLE is more or less contant.
¢ oreatest risk is in 2007 whereby if sales changes by | %. Net Income declines by

) Q404

Inventory Analysis:

Dandy Dyeing follows the weighted average method to vale its inventorics. It values the
stocks at lower of weighted average cost and net realizable vale. The cost ol work in
wocess includes material and proportionate conversion cost. Finished goods include
material and conversion cost.

\s the company has used weighted average method to value its inventory. therc is no
impact creating ditferences in the financial statements. So to analyze the performance of
the company with other companies in the textile industry, no adjustments have to be
made to make the financial statement comparable.
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9.0 Industry Average

\ctivity Analysis

Findings: Textile Industries Activity Analysis of 2010

CMC HR Monno Dandy Saibam  Bextex Benchmark
Kamal  Textile Textile Dyeing Textile
Textile
Inventory Turnover 3.84  9.7189 0.19 1.27 3.1569 3.3295
1.8012
Ava no of Inventory 95.05 38 1946 287.4 115 447.408
in Stock
203
Receivable 16.56  2.9797 0.31 170.5 4266  2.8913 32.92
Turnover
Avg no of Reccivable 22.04 122 1189 2.14 126 257.86
outstanding
86
Pavable Turnover 36.73 2.06 0.23 3.73 29033  1.9033 7.926
Average no of 9.94 177 1569 97.86 126 191 361.8
Pavable outstanding
Fixed Asset Turnover 0.54 2.45 0.04 1.24 0.913 L1159
1.5124
I'otal Asset Turnover 0.46 1.0813 0.03 0.67 0.574 0.589
0.7188

Analysis

In the textile industry the firms on average performed moderately. Some company
cerformed very well and some company performed poorly in 2010. The activity analysis
consists ol different vatio analysis of textile industry. The analysis is given below:

We can see from the inserted table that inventory turnover benchmark is 3.33. CMC
Kamal Textile Mills and Bextex are operating close to the benchmark. Their ratios are
584 and 3.16. They arc performing well. The inventories of thosc [irms are sold first. But
HR textile has outperformed and departed the benchmark; its ratio is 9.718 which is
the highest ratio of textile industry. And Monno textile, Dandy Dyeing, Saiham are
operating below the benchmark.
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inventory Turnover Ratio

—

CMC HR Monno Dandy Saiham Bextex
Kamal Textile Textile Dyeing Textile
Textile

- — 2 shows HR textile possesses the highest inventory turnover ratio as well as
nno textile possesses the lowest turnover ratio.

- ~oo e average days of inventory kept in stock of the six textile firms. we will find

viehest days of inventory kept in stock is Monno textile and it is 1946 days which
arly high. The benchmark of this ratio is 447 days.

Average No. of days Inventory in Stock

U

1946
2000
1500
1000
500
115
0 - s =S¥ g
CMC HR Textile Monno Dandy Saiham Bextex
Kamal Textile Dyeing Textile
Textile

he above graph shows that all most all firms without Monno Textile operates below
the benchmark. The lower the ratio. the less time is taken to complete the entire process
ol inventory turnover. HR textile is highly efficient to manage its inventory as it has
the lowest ratio 38.
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. coocooable wurnover ratio the benchmark of the industry is 32.92. All
o o e benchmark except Dandy Dyeing which is 170.5. Dandy
= much cfficient in credit policy. It collects the reccivables more than
© - Tomsoare inefficient in credit policy which is alarming news for textile
B well as individual business.

Receivable Turnover Ratio

CMC HR Monno Dandy Saiham Bextex
Kamal Textile Textile Dyeing Textile
Textile

-~ 72 pavable turnover ratio of Monno Textile is the lowest ratio of the
ndustry which is 31 It is very good sign to have lower payable turnover ratio. It
~o rmogets more (lexibility for paying credit. The benchmark is 7.92. It is very
~ that all the firms operate below benchmark except CMC Kamal Textile Mills
~ 20.75. It has the highest payment record of credit to the creditors regulatly.
it holds less cash.

Payables Turnover Ratio

Bextex fj
Saiham Textile S
)
Dandy Dyeing [:I

Monno Textile [’

HR Textile [0

3
K

CMC Kamal TeXtile l‘:u_ _ = \?!- :’rv ‘I-'_...’.:-i--'. = ':"'l" :_ .-.‘ '. = i
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avs of receivables and payable outstanding of the textile industry is
\Imost all firms except Monno Textile work below the industry average
s~ a good sign to have lower ratio. Dandy Dyeing takes the lowest days to
~ceeivables into cash. On the other hand, Monno Textile takes the highest days
o pavables. It earns the maximum credit facility in the market. other firms

12 benchmark (361.8).

-Average No. of days
2000 ) Payable Outstanding

—e— Average No. of days
Receivable
Outstanding

 fixed and total asset turnover HR textile is the highest ratio holder in the

cificiently manages its fixed and total assets to perform the business
- uenerate sales. Other firms operate below the benchmark 1.115 for fixed
crand 589 for total asset turnover. Having lower ratio is bad sign for the

Trend of Fixed and Total Asset Turnover Ratio

—e— IFixed Assot Turnowver
Ratio
Total Asset Turnower
Ratio
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juidity Analysis

\nalyvsis
CMC HR Monno Dandy Saiham  Bextex Benchmark
Kamal Textile Textile Dyeing  Textile

Cvele 107.15 - 473 191.68 163 50 82.5341667
16.625

ent 0.61 0.9801 0.71 1.47 1.145 .3 1.03585

ck 0.17 0.6662 0.57 0.07 0.4024 0.4536 0.3887

ash Ratio 0.06 0.0302 0.43 0.06 0.0348 0.0356  0.10843333

naly \i.\

1or cush cvele is expected for every firm and negative cash cycle is more attractive

rmance of the firm. HR textile is the only firm which has negative cash cycle in

hie whole industry. It means the accounts receivables collection happens earlicr than

vable turnover. Its ratio is -16.625. Dandy Dyeing takes the highest cash cycle (163)

vhich is very alarming rate. Most of the firm operates above benchmark 82.53 and

W negative result for the company. The company with lower cash cycle shows good
csultin last year.

Cash Cycle

Bextex =¥ 50
Saiham Textile 163
Dandy Dyeing ==—=191.68

Monno Textile [ @473
HR Textile (P -16.625
CMG Kamal Textile = 0715

100 0 100 200 300 400 500

7 Cash Cycle
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he benchmark for the current ratio of the industry is 1.03. The firms work closc to the
enchmark. Above the textile industries Dandy Dyeing has the highest current ratio
which is very good. And CMC Kamal has the lowest current ratio which is bad
seenario.

r o

Current Ratio

1.6
1.4
1.2

1
08 , 2
0.6
0.4 |
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0! :

CMC HR Monno Dandy Saiham Bextex
Kamal Textile Textile Dyeing Textile
Textile

Incase of quick and cash ratio which are the conservative measurement ol liquidity
analvsis shows that IIR Textile has the highest quick ratio and Dandy Dycing has the
lowest ratio. Having higher ratio is good for the company. All other firms operate very
closcly to benchmark .388. On the other hand Monno Textile has the highest cash ratio
for paving current obligations which is .43. Dandy Dyeing and CMC Kamal has the
loswest ratio in the industry.

Trend of Quick and Cash Ratio

—e— Quick Ratio
Cash Ratio
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MIC
Kamal

.08
0.09

3.27

HR
Textile

0.4288
0.7508

[.707

1.681

0.2461

T erm Debt and Solvency Analysis

oo Debrand Solvency Analysis

Monno Dandy
Textile Dyeing
0.77 0.27
3.38 [.14
3.17 0.1
-170.38 0.1

0.02 0.47

Saiham
Textile Bextex Benchmark
0.508 0.501 0.4263
[.033 1.005 | 233
2.842] 3.14
2.371
1.9713 2.98
B 1.245
0.145 0317 0.269

~ o comark for debt Lo total capital is 0.43. Monno Textile has the highest ratio
“ =l means it bears more risks by using debt and Dandy Dyeing has the lowest
“ot which indicates less risk. All other firms operate more closely to the benchmark

CMC
Kamal

Debt to Total Capital

HR

Textile

Dandy
Dyeing

Monno
Textile

Saiham Bextex
Textile

Incase ol Debt to equity ratio the benchmark is 1.23. Again Monno Textile has the
highest ratio 3.38 and bcaring higher risk by using debt obligations. CMC Kamal has
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~toratio 0.09 and it indicates the equity portion is higher than debt. Other textile
o ostered to benchmark.

De bt to Equity
3.5
3
2.5
2
1.5 *
1
== AN
0 P g !
Monno Dandy Saiham Bextex
Kamal Textile  Textile Dyeing Textile

coost pavment s the fixed financing cost of the firm. So. it is important to mecasurc the
cost payment ability of the firm to secure future liquidity position. CMC Kamal
¢ \lllL Mills has the highest TIE ratio 3.27 which is good indicator. It proves firms
v 1o pay the interest by EBIT. Dandy Dyeing has the lowest ratio which means it

as the least ability to pay interest expense. It is risky for the creditors.
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Fixed Charge Cowerage i
0o Time Interest Earned

CMC HR Monno Dandy Saiham Bextex
Kamal Tlextile Textile Dyeing Textile

Similarly, Bextex has the highest fixed charge coverage ratio and it is a positive sign
the company. And Dandy Dyeing has the lowest ratio of fixed charge coverage ratio.
[aving higher ratio is good for the company.

Dandy Dvcing has again the highest CFO to debt ratio and Monno Textile has the
lowest ratio .02. The other firms are more deviated from the benchmark 0.269.



CFO to Debt Ratio

Bextex I
~anam Toxtile ﬁ
Jandy Dyeing | -
vionno Textile 9 0 CFO to Debt Ratio

IR Textile | b
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Profitability Analysis
Findings:

Profitability Analysis
CMC HR Monno Dandy Saiham  Bextex Benchmark

Kamal Textile Textile Dyeing Textile
Giross 0.16 14.961 0.36 0.24 19.172 0.351 5.874
Margin
Operating 0.13 7.537 0.3 0.18 6.692 0.311 2.525
Margin
VMargin 0.14 7.406 1.04 0.01 6.692 0.311 2.599
hefore
Interest and
lax
Pretax 0.09 3.068 1.04 -0.11 6.324 0.157 1.7615
Margin
Profit 0.08 2.607 .04 -0.11 6.023 0.139 1.6298
Viargin
Return on 6 3.523 -12 8 8.016 5.736 3.8605
Assct
Return on 8.6 18.653 -12 8 4.81 17.861 8.302
Total Capital
Return on 0 11.498 -53 -32 8.904 16.039 6.931
Equity
Assel to .44 4.078 4.19 2.005 2.291
Fquity 4.38 2.033

EPS 1.92 15.55 -35.82 -32.29 18.75 4.36 1.381066



" - i s profitability has been measured through various ratios. The analysis

; o1 the gross margin is 5.87. The higher ratio shows profitability for the
‘% Textile is the highest ratio holder in the industry which is 14.96 than
CMC Kamal Textile has the lowest gross margin in 2010 which is 0.16.

¢ scattered more from the benchmark. It means therc is huge variability in

I income.

Gross Margin

- NJF}
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416 036 _ 4024 \0_351
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B operating margin is highest for HR Textile which is 7.53. The higher ratio is good

¢ company. The Jowest ratio is .13 which is possessed by CMC Kamal Textile

Mills Ted. Other firms operate below the benchmark 2.52 except Saiham Textile which is
w0 MR extile and amount 6.69.
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wzhest for HR Textile and lowest for Dandy Dyeing. Other firms operate
239 except Saiham textile which is 6.69. Having higher EBIT is a
o tor HR textile. The same scenario has happened for pretax margin.
o mossesses the highest ratio 6.32 and Dandy Dyeing has the lowest ratio -
<hows profitability whereas lower ratio shows loss of the firm. Saitham
o nizhest profit and ratio is also highest which is 6.023 and the lowest ratio

1 result of Dandy Dyeing operation.

r1f°rofit Margin
@ 1°rctax Margin

1 Margin before Interest
s and Tax

cMC Monno Saiham
Kamal Textile Textile

s highest for Saiham (8.016) and lowest for Monno Textile (-12). All the tirms
above benchmark 3.21. 1t is a good result of the textile industry. ROTC is higher
svtile 18.65 and lower for Monno Textile -12. The other tirms operate above the
ko 7.65. ROLE is also highest for Bextex and lowest for Monno Textile. They
- onilicant impact in the industry

Bextex COEEEN
Saitham Textile (o [
Dandy Dyeing 1 Return on Asset
Monno Textile C 19 Return on Total Capital
. . — 1 Return on Equity
HIR Textile CE 0
CMC Kamal CCI 7

~100% -50% 0% 50% 100%



o oothendustry average 3.021.

.- o0 the tirms are very dynamic. The highest asset to equity ratio is
Tentile 4.38 and the lowest ratio is 1.44 of CMC Kamal. Other firms

Asset to Equity

ST IS Y TR I T T

i
0w

oMC
Kamal

HR
Textile

Monno Dandy Saiham Bextex

Textile Dyeing Textile

oo Basic EPS is highest for Saiham 18.75 and the lowest EPS

“ omalwhich is 1.92.

EPS

~ ——Asset to Equity

earned by CMC
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l.everage Effect Analysis

indings:

CMC HR Monno Dandy Saiham Bextex Benchmark
Kamal Textile Textile Dyeing Textile
Opcerating .18 4.678 12.22 1.32 1412 17.725 6.4225
| Leverage Effect
Financial [.58 1.227 0.6 -1.58 2229  1.126 0.8636
i.cverage Effect
Total l.everage 1.86 5.738  20.56 -2.09 3.147 19.958 8.1955
I ffect

Analvsis

The OLE is higher for Bextex 17.725 and lower for CMC Kamal 1.18. Bextex bears
the highest risk. I fixed leverage increases, risk level of the firm increases.

1.1 is also highest for Bextex and lowest for Monno Textile.

The TLE is highest in Bextex and lowest in Dandy Dyeing. It indicates for a given
level of change in sales EPS changes four times.
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clusion

cport. [ tried my best to provide a clear and descriptive analysis of the Textile
I Bangladesh. | provided necessary graphs. tables and included nccessary ratios
+ & clear picture about the activity, liquidity, solvency and profitability position of

cussed tirms in this industry.

I'was able to usc the theoretical knowledge learned in all my courses in the setting
calbworld. Despite some problem raised in the creation of this report writing process. 1
d Iike to express my gratitude to my honorable supervisor for providing nceessary

ancce.

e lextile industry of Bangladesh is an imperative sector. in Bangladesh, as such this
sport provided me with an in depth insight into this industry, revealing its strengths and
-caknesses. Some companies in the industry are operating efficiently. namely HR
extiles Mills Ltd. Saiham Textiles Ltd while other are not, thus dragging down the

industry average.

This process has opened my eyes and given me an in-depth look into real life financial

world in the context ol Bangladesh, something | hope to incorporate in my future life.
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