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Assessment of the Financial Position and Performance of the
Tata Motors and Maruti Suzuki Ltd.

Abstract

The thesis titled "Assessment of the financial situation and performance of Tata Motors and
Maruti Suzuki India Ltd." examines the balance sheet and income statement of selected Indian car
firms in order to determine their financial status and performance. The information comes from annual
reports from corporations like Tata Motors and Maruti Suzuki India Ltd. The data is for the five years
prior to 2017, i.e. from 2017 to 2021. Microsoft Excel was used to analyse the data. Horizontal
analysis, vertical analysis, and ratio analysis are some of the statistical methods utilised in the analysis.
liquidity ratios, leverage ratios, profitability ratios, and activity ratios are all part of the ratio analysis.
Under the heading of the result and discussion chapter, the analysis' findings are addressed. According
to the data, Tata Motors has a robust asset base, whereas Maruti Suzuki has lower liabilities. In terms
of profitability ratios, liquidity ratios, and leverage ratios, Maruti Suzuki is doing well. Tata Motors,
on the other hand, has had a bad record in terms of profitability ratios due to losses reported over the

last four years. The conclusion is based on the findings discussed in the results and discussion chapter.

Keywords: Financial Analysis, Financial Position, Financial Performance, Tata Motors, Maruti

Suzuki, Vertical analysis, Horizontal analysis.



Posouzeni finan¢ni pozice a vykonnosti Tata Motors a Maruti
Suzuki Ltd.

Abstrakt

Diplomova prace s nazvem "Posouzeni finan¢ni situace a vykonnosti spolecnosti Tata Motors
a Maruti Suzuki India Ltd." zkouma rozvahu a vysledovku vybranych indickych automobilek s cilem
urcit jejich finan¢ni situaci a vykonnost. Informace pochazeji z vyro¢nich zprav korporaci jako Tata
Motors a Maruti Suzuki India Ltd. Udaje jsou za pét let pied rokem 2017, tedy od roku 2017 do roku
2021. K analyze dat byl pouzit Microsoft Excel. Horizontalni analyza, vertikdlni analyza a pomérova
analyza jsou nékteré ze statistickych metod pouzivanych v analyze. pomérové ukazatele likvidity,
pakové ukazatele, ukazatele ziskovosti a ukazatele aktivity jsou soucasti pomérové analyzy. Pod
nadpisem vysledné a diskusni kapitoly jsou uvedeny poznatky analyzy. Podle udaji ma Tata Motors
silnou zakladnu aktiv, zatimco Maruti Suzuki mé niz$i zavazky. Co se tyce ukazatell ziskovosti,
likvidity a pakového efektu, Maruti Suzuki si vede dobie. Tata Motors ma naopak Spatnou bilanci z
hlediska ukazatell ziskovosti kvili ztratam vykazanym za posledni Ctyfi roky. Zavér je zaloZen na

zjisténich diskutovanych v kapitole vysledky a diskuse.

Kli¢ova slova: Finan¢ni analyza, finan¢ni pozice, finan¢ni vykonnost, Tata Motors, Maruti Suzuki,

Vertikalni analyza, Horizontalni analyza.
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1 Introduction

According to 2020 statistics (2020 Statistics | wwwe.oica.net, n.d.), India's automobile sector is the
fifth biggest in the world. In 2019, India was the world's fifth largest automobile producer and the
seventh largest commercial vehicle manufacturer. By 2026, the Indian automobile sector (including
manufacturing parts) is predicted to be worth Rs 16.16-18.18 trillion (US$ 251.4-282.8 billion).
According to data supplied by the Department of Industry and Trade and Industry (DPIIT), the industry
attracted US $ 30.51 billion in FDI between April 2000 and June 2021, accounting for 5.5 percent of
overall FDI during the same period (Indian Brand Equity Foundation, 2017).

By 2026, the Indian automobile sector is anticipated to be worth $300 billion. Domestic vehicle
production climbed at a 2.36 percent CAGR from FY16 to FY 20, with 26.36 million cars manufactured
locally in FY20. Between FY16 and FY 20, domestic automobile sales climbed by 1.29 percent CAGR,
with 21.55 million cars sold in FY20 (Indian Brand Equity Foundation, 2020).

India's domestic automotive market is dominated by two-wheelers and passenger cars. Small and
medium-sized automobiles are in high demand as passenger vehicles. Two-car wheels and passenger
cars account for 80.8 percent and 12.9 percent of the market share, respectively, with more than 20.1
million vehicles sold in FY20 (Indian Brand Equity Foundation, 2020).

The overall production capacity of passenger vehicles, three-wheel drive, two-wheel drive, and
quadricycles reached 2,125,304 units in September 2021 (excluding BMW, Mercedes, Tata Motors,
and Volvo Auto). The premium automobile market sold 8,500 units in the quarter of July to September
2021. (Indian Brand Equity Foundation, 2017).

Car exports totalled 4.77 million cars in FY20, representing a CAGR of 6.94 percent from FY16
to FY20. Exports of two-wheeled vehicles account for 73.9 percent of total exports, with passenger
cars accounting for 14.2 percent, three-wheeled vehicles accounting for 10.5 percent, and retail
vehicles accounting for 1.3 percent. From April to June 2021, Indian automobile exports increased to
1,419,430 units, up from 436,500 units in April to June 2020. (Indian Brand Equity Foundation, 2017).

According to CEEW Centre for Energy Finance study, India's electric vehicle industry would be
valued $ 206 billion by 2030. This will necessitate a $ 180 billion investment in car production and
charging infrastructure. Manufacturers of electric vehicle components, electric automobiles, and end-
of-line firms would spend Rs. 25,045 crore (US $ 3.67 billion) in electric vehicles between January
and July 2021. Many technological and automotive businesses have indicated interest in the Indian EV
market and/or made investments there. EVs have been launched to the market by firms such as
Hyundai, MG Motors, Mercedes-Benz, and Tata Motors. According to a recent survey by Castrol, the



majority of Indian customers may consider purchasing an electric vehicle by 2022. The average Indian
customer will be 'tipping points' for regular EV detection at a price of Rs. 23 lakh (or US $ 31,000), a
35-minute charging time, and a range of 401 kilometres from a single charge, according to the report
(Indian Brand Equity Foundation, 2017).

According to the India Energy Storage Alliance research, the EV market in India is expected to
develop at a CAGR of 36% by 2026. In addition, over the same time period, the market for electric
vehicle batteries is expected to grow at a CAGR of 30%. The Indian government announced the PLI
programme for car components and cars worth Rs. 25,938 crore (US $ 3.49 billion) in September 2021.
By 2026, the initiative is estimated to produce more than Rs. 42,500 (US $ 5.74 billion) in investment
(Indian Brand Equity Foundation, 2017).

Under an upgraded programme to stimulate the manufacturing and export of clean technology
cars, the Indian government has set aside $ 3.5 billion in compensation over the next five years, up to
2026. India's government wants to make it a worldwide industrial and research and development hub
(R&D). It has established the National Automotive Testing and R&D Infrastructure Project (NATRIP)
and the National Automotive Board to serve as a conduit between the government and the private
sector. Since 2015, five research and research institutions have been formed in the country as part of
the (NATRIP). The Project Implementation and Sanctioning Committee (PISC) approved NATRIP's
proposal for a "Grant-in-Aid Electric Vehicle (EV) Testing Infrastructure Certificate of Performance
from the NATRIP Implementation Society” under FAME (Faster Adoption and Manufacturing
(Hybrid) and Electric Vehicle System in India) on January 03, 2019. (Indian Brand Equity Foundation,
2017).

In addition, the Indian government has set a target of selling entirely electric vehicles in the
country. As of June 2021, the FAME-II programme has spent Rs. 871 million (R117 million),
subsidising 87,659 electric automobiles and restricting 6,265 electric buses to different regional / city
transportation operations. Under the FAME initiative, the Government of India's Department of Hard
Industry has identified 11 cities around the country for the introduction of electric vehicles into its
public transportation system. The program's first phase was extended through March 2019, and the
government authorised the FAME-I1 programme in February 2019, which required a sum of Rs. 10,000
crore (US $ 1.39 billion) in FY20-22. The government has declared that under the Union's 2019-20
budget, it would grant an extra tax deduction of Rs. 1.5 lakh (US $ 2,146) on interest paid on loans
taken to acquire electric vehicles (Indian Brand Equity Foundation, 2017).

With the exception of e-rickshaws, EV sales in India increased by 20% in FY20, reaching 1.56

lakh units driven two-wheel drive. India’s financial EV market is expected to reach Rs. 3.7 lakh crore



(US $ 50 billion) by 2030, according to NITI Aayog and the Rocky Mountain Institute (RMI). By
2023, the Indian government wants the automobile industry to generate $8-10 billion in local and
international investment (Indian Brand Equity Foundation, 2017).

After getting the requisite approvals from the Supreme Court of India, Mr. Nitin Gadkari, Minister
of Trade Unions, Transport and Highways, said in September 2021 that the government intends to
make it essential for automobile manufacturers to create flexible petrol engines (Indian Brand Equity
Foundation, 2017).

In the domains of automobiles and auto components, the Union Cabinet, led by Prime Minister
Shri Narendra Modi, has launched the Production-Linked Incentive (PLI) Scheme. The initiative offers
financial incentives to encourage further automation of Advanced Automotive Technology household
goods and investment in the automotive value chain. The deadline for bidding on this programme was
January 9, 2022. (Bajwa, 2018).
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2 Objectives and Methodology

2.1 Objectives

The goal of this diploma thesis is to evaluate the financial position and performance of selected
Indian automobile companies by analysing the company's financial statements for a given period,
focusing on reported assets, liabilities, expenses, and revenues, and identifying potential financial
problems as well as the most significant profit-affecting factors.

v To assess Tata Motors and Maruti Suzuki Ltd.’s financial performance.

v To use Ratio Analysis to assess the financial health of firms.

2.2 Methodology

The technique for the literature review is based on information acquired from the relevant legal
framework, professional publications, and other printed and electronic sources. The practical element
of the thesis will be based on data from the published annual reports of the chosen firm.

To examine the company's financial position and performance, as well as to prepare the practical
component of the thesis, the financial statements will be analysed vertically and horizontally. There
will be a lot of financial analysis ratios computed. Analytical, synthesis, comparison, and deduction
processes will be used to develop the thesis' results.

The financial position of the firm will be investigated, as will the income statement (Statement
of Profit and Loss). From 2017 through 2021, the research will be conducted. The data comes from
the annual reports of the firm. The results of the horizontal analysis will be given in percentages, and
each item will be compared to a previous year's equivalent (i.e. no base year). The literary evaluation
of this thesis covers the ideas of vertical and horizontal analysis, as well as equations for selected

financial analysis ratios.
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2.3 Financial Analysis Ratios

The following are the ratios that have been used for financial analysis of businesses:

1. Liquidity Ratios The cash ratio is a measure of how liquid a company is.
This rate is used to determine a company's capacity to repay short-term debt in cash or near-cash
financials as easily-sold collateral. Lenders can use this information to determine how much, if any,

they want to lend to a firm.

The cash ratio formula is as follows:
(Investments + Cash & Cash Equivalents) / (Cash Ratio) (Total Current Liabilities)

The current ratio is
This represents the company's short-term liquidity, since the current high rate reflects the
company's strong quality and sufficient capacity to repay its loans. It also safeguards the safety of

debtors' investments (Saigeetha & Surulivel, 2017).

The current ratio formula is as follows:
Current Ratio = (Current Assets) / (Current Liabilities) (Current Liabilities)

Quick ratio

This metric depicts the firm's liquidity situation. In most cases, a rapid 1: 1 ratio is regarded
adequate. Despite the fact that a fast rate is a lower income test than the present rate, it should be
utilised with caution. When your current assets include doubtful and low-paying debtors, anxiety with
an immediate rate of more than 1 may not be able to meet your short-term obligations, whereas anxiety
with an immediate rate of less than 1 may be able to meet your short-term value-term obligations over
time due to its very effective inventory management. If, on the other hand, present debt exceeds

immediate assets, the transaction payment in the future will be unsatisfactory (Kirti et al., 2020).
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The quick ratio formula is as follows:
(Current Assets - Inventories) / Quick Ratio (Current Liabilities)

The Profitability Ratio is a measure of how profitable a business is.

Profit after taxes

It determines how lucrative a company's revenues are after all expenditures have been removed,
such as interest rates and dividends. The bigger the profit margin of a corporation, the better (Ramana

et al, 2011). The rate may be computed as follows in terms of total profit margin.

Return on Investment (ROI) (%)
It exhibits the capacity to handle deposits at fair market value and invest them profitably
(Ahmed, 2009). This estimate depicts the amount of income that can be generated from assets. When

the ROA is high, the company makes a lot of money.

The following is the formula for determining return on assets:
(Net Income) / (Return on Assets) / (Return on Assets) / (Return on Assets) / (Return on Assets
(Total Assets)

Return on Investment (ROI) (%)

There is a supporting definition for equity returns that is significant for company study owners
and lenders. In general, the number of indicators should be more than the non-performing bond interest
rate (ernd, 1997). The rate of return on equity is mostly determined by the return on assets and the loan
interest rate. The degree of profit generated by the business study, the fall in interest rates, the decline
in equity shares, the return of the business study on assets, and a combination of all of the preceding

elements all contribute to a rise in the index's ROE. 2015 (Branham).
The following is the formula for calculating return on equity:

(Net Income) / (Return on Equity) / (Return on Equity) / (Return on Equity) / (Return on Equity)
/ (Total Equity)

13



3. Ratio of Solvency
The leverage ratio is another term for it. It examines a company's long-term financial obligations.
This ranking demonstrates how long-term investments are utilised by businesses. The following are

the estimations for solvency:

Equity to Debt Ratio

In the event that an organisation is necessary to execute a commercial transaction, the Debt
Equity rating represents the equity potential associated with the shareholder in the balance of payments
(Navneet & Sakshi, 2020). The debt-to-equity ratio is calculated using the following formula:

(Total Debt) / (Debt to Equity) (Total Equity)

Assets to Debt Ratio

The whole quantity of assets secured by the total liabilities is represented by this ratio. A lower
asset rate is preferable to a higher asset rate, and vice versa. The following is the formula for
determining the debt-to-asset ratio:

(Total Debt) / (Debt to Assets) (Total Assets)

Capital to Debt Ratio

Because the amount of debt is considered in the computations, this rate differs somewhat from
the prior rate. It demonstrates how high the risk is and how shaky the solvency is. Calculate the debt-
to-equity ratio using the following formula:

(Total Debt) / (Density of Debt) (Total Equity)

4. Ratio of activity

Ratio of asset turnover

In general, for the advantage of an asset, the higher the ratio, the better the condition. This index's
suggested minimum value is 1. However, the industry has an impact on the pricing. Low asset turnover
ratio results indicate regions of unequal business research asset utilisation and its inability to be
sustained (Knapkova, 2013).
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The asset turnover ratio is calculated using the following formula:
(Net Sales) / (Asset Turnover Ratio) (Total Assets)

Ratio of Inventory Turnover
An inventory turnover rate is a metric that assesses how successfully inventory is maintained.

The number of times an item is sold during a certain period of time.

The following is the formula for inventory turnover ratio:
(Cost of Sales) / Inventory Turnover Ratio = (Cost of Sales) / Inventory Turnover Ratio =
(Inventory Cost)

Turnover of Receivables Ratio

This ratio defines how long a corporate asset, such as receivables, stays in the balance sheet or
how long it takes to pay a receivable on an average basis. Because most things transported have bills
and each invoice has a maturity, the suggested price is plainly the average maturity time of invoices.
If the receivable time exceeds the typical maturity of bills, it may indicate that business partners are
not adhering to the commercial credit policy. However, it is not unusual for payment bills to be overdue

these days. Obviously, the size of the studied firm must be considered in this scenario.

Long-term receivables maturity can cause major financial issues for small enterprises, including
the threat of bankruptcy. Large financial institutions, on the other hand, can sustain long-term maturity.
The horizontal phase must match the conditions of the company trade policy to be considered fair
(Rkova, 2005).

The following is the formula for the receivable’s turnover ratio:

(Net Sales) / (Total Account Receivables + Vendor non-trade receivables) = Receivables

Turnover Ratio

15



3 Literature Review

The literature evaluation serves as a theoretical foundation for the thesis. It covers a variety of
financial analysis techniques that serve as a foundation for the thesis's practical section, as well as the

features of India's car sector.

3.1 Financial Analysis Definition

Financial analysis is the process of studying a company's financial situation in order to determine
its stability, performance, and profitability. Financial analysis has several goals, including identifying
changes in financial systems, assisting in the measurement of business growth, and identifying linkages
in order to reach a sound conclusion in a company's operations. Comparing a company's performance
against that of its competitors is another important part of financial analysis (Laitinen, 2002).

Financial analysis is the foundation for examining a company's financial performance, and it
frequently falls into important areas and results including efficiency, efficiency, productivity, supply
chain management, and so on. Financial analysis is a "health” diagnostic technique that gives
significant information to business managers and owners (Vlachynsk, 2009). It highlights a company's
shortcomings and strengths.

Company financial analysis, according to Sedléek, is a measure of corporate financial
management in which data is collected, assembled, and compared to one another. Furthermore, given
the causal link between the data and their evolution, the relationship between them is restricted. This
improves data processing's descriptive power as well as its instructional value. As a result, it focuses
on identifying issues, strengths, weaknesses, and procedures that provide value to the company.

Financial analysis provides us with information that allows us to draw specific conclusions about
a company's general management and financial status, and it serves as the foundation for management
choices (Sedlaek, 2009). The primary goal of financial analysis is to identify the company's assets and
financial status, as well as to produce inputs for internal management choices. Financial analysis
requires a high level of complexity and consistent performance (Hrd, 2009).

A system of financial indicators is used to announce a review of a company's financial status,
which should be organised and tailored to reflect all of the relevant parts of the financial position. As
a result, measuring indicators are utilised to characterise the financial status. Ratings indicators enable
a company's performance to be compared to those of other firms or particular geographical indicators.
The total number of independent indicators we will offer is equal to the total number of indicators we

will present. These will be the most extensively utilised financial indicators in particular. However, a
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variety of indications are employed in successful use, and it is impossible to describe them all (Baran,
2015).

In reality, the use of a few fundamental indications that may be classified according to
management test sites and the company's financial life has been demonstrated to be acceptable. Credit,
liquidity, profitability, activity, financial market indicators, and other indicators are examples of these
types of indicators (Knapkova, 2013).

3.2 Financial Statement Definition

Financial statements are official and legitimate statements issued by a concerned business in
order to present its financial data. At the same time, business transactions are documented in the books
and published in the financial statements. Certain facts are always assumed to be acceptable or explicit
by accountants. In other words, as indicated in the financial accounts, a business transaction is
documented with certain assumptions such as ‘anxiety flow," 'fixed quantity of rupee,’ and so on (S.
Lakshmi, 2015).

"Analysis and interpretation of financial statements is an attempt to evaluate the value and
interpretation of financial statements in order to forecast future prospects, interest rates, debt maturity
(both current and long-term), and opportunities.” "A good dividend policy” Kennedy and Muller
(Kennedy & Muller, 1999).

The financial statements' goals are to give information about the business's financial situation,
performance, and changes in financial position that may be used by a variety of users to make economic
decisions (S. Lakshmi, 2015).

Users can utilise financial statements for a variety of reasons:

* Financial statements are used by owners and managers to make important business decisions
that affect their long-term viability; financial analysis is then performed on these statements to provide
management with a more comprehensive understanding of statistics; and financial statements are also
used in the annual management report for shareholders.

* Financial institutions use them to decide whether to provide the company with new operating
funds or to extend collateral (such as long-term bank loans or loans) to finance extensions and other
significant costs. * Employees also need these reports to enter into collective bargaining agreements
with management, in the case of trade unions or individuals in negotiating with a partner, promotions
and standards (S. Lakshmi, 2015).
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Financial statements are a full, meaningful, and dependable source of information in today's
world, allowing one to create an opinion on a company's position and financial position based on them
(Thalassinos and Liapis, 2014). Financial statements of accounting are an open source of information,
according to the law, and their structure, content forms, and presentation are integrated with the
fundamental parameters, a