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PROFITABILITY ANALYSIS OF SELECTED AUTOMOBILE COMPANIES IN INDIA

ANAND R.

ASST. PROFESSOR
DEPARTMENT OF COMMERCE
ST. CLARET COLLEGE
BENGALURU

MARIA D’SOUZA
HEAD
DEPARTMENT OF COMMERCE
ST. CLARET COLLEGE
BENGALURU

ABSTRACT
The automobile industry in India is one of the largest in the world with an annual production of 23.37 million vehicles in FY 2014-15, following a growth of 8.68 per
cent over the last year. The automobile industry accounts for 7.1 per cent of the country's gross domestic product (GDP). The research paper mainly focuses on
analyses of profitability of selected automobile companies in India during period of 2012 to 2016, the tools used for analysis are mean, standard deviation, co-
efficient of variation and compound annual growth rate, the study found that the profitability position of Bajaj Auto is satisfactory when compare to other compa-
nies.

KEYWORDS
CAGR, PV, CVs.

INTRODUCTION

ndia's automobile industry is playing an important role of its economy, providing employment to more than a million people, directly or indirectly. The Two
ZjWheelers segment, with 81 per cent market share, is the leader of the Indian Automobile market, owing to a growing middle class and a young population.

Moreover, the growing interest of companies in exploring the rural markets further aided the growth of the sector. The overall Passenger Vehicle (PV)
segment has 13 per cent market share. India is also a prominent auto exporter and has strong export growth expectations for the near future. In FY 2014-15,
automobile exports grew by 15 per cent over the last year. In addition, several initiatives by the Government of India and the major automobile players in the
Indian market are expected to make India a leader in the Two Wheeler (2W) and Four Wheeler (4W) market in the world by 2020.
The industry produced a total 14.25 million vehicles including PVs, commercial vehicles (CVs), three wheelers (3W) and 2W in April-October 2015, as against 13.83
in April-October 2014, registering a marginal growth of 3.07 per cent, year-to-year. The sales of PVs grew by 8.51 per cent in April-October 2015 over the same
period in the previous year. The overall CVs segment registered a growth of 8.02 per cent in April-October 2015 as compared to same period last year. Medium
& Heavy Commercial Vehicles (M&HCVs) registered very strong growth of 32.3 per cent while sales of Light Commercial Vehicles (LCVs) declined by 5.24 per cent
during April-October 2015, year-to-year. In April-October 2015, overall automobile exports grew by 5.78 per cent. PVs, CVs, 3Ws and 2Ws registered growth of
6.34 per cent, 17.95 per cent, 18.59 per cent and 3.22 per cent, respectively, in April-October 2015 over April-October 2014,

OBJECTIVES OF THE STUDY
1. To assess the profitability position of selected automobile companies in India.
2. To examine the growth of selected automobile companies in India.

REVIEW OF LITERATURE

Mr. Mohan Kumar M S and Mr. Safeer Pasha M (2015) in their paper “Profitability analysis of select cement companies in India” the main objective of this research
paper is to analyze the profitability position of the selected cement companies for 10 years (2005-2014). The study based on the secondary data, the tools used
for analysis are Mean, Standard deviation, co-efficient of variation and compound annual growth. The study ascertains the Ambuja cement Company shows
satisfactory performance in concern with profitability.

Dr. M. Thyigarajan and Mr J. Uday Kumar (2015) in their paper “Profitability analysis of select aluminum companies in India” the main objective of this research
paper is to analyse the profitability position of the selected aluminum companies for 10 years (2005-2014). The study based on the secondary data, the tools used
for analysis are Mean, Standard deviation, co-efficient of variation and compound annual growth. The study ascertains the National Aluminum Company Limited
shows satisfactory performance in concern with profitability.

Dr. Shishir Pandey and Vikas Kumar Jaiswall (2014) in their paper” Comparative Study of Profitability Analysis of Indian Aluminum Industries between public and
private sector “the main objective of this research paper is to analysis the profitability position of the selected Aluminium companies for 5 year (2008-2014).the
study based on the secondary data the tools used for the analysis is different profitability ratio and regression analysis, the study found that Aluminium industries
in India shows Satisfactory performance in concern with profitability.

Dr Pratibha Jain & Prof. Megha Mehta (2013) In their study on financial performance of automobile companies finds that Hero Honda company performed well
because of its usage of latest technology and Tata motors weak performance due to increased manufacturing overheads and company’s inability to face compe-
tition.

Dr. Nabi Rasool et al. (2013) in their study identified that Net profit; EPS & Return on total assets are the responsible factors which will have significant influence
on ROE of the companies Even that some authors.

Abdul Raheman and Mohamed Nasr (2007) are of the opinion that the working capital management is significantly affects the profitability of the business con-
cerns. In some cases, even the in efficiency of the management (Dr. Monica Tulsian (2014) can held responsible for the lower profitability of the company.

Dr. T. Srinivasan Dr.M.Thiru Narayanasamy (2015) in their study has found that better utilisation of the resource can lead for enhance profitability of the organi-
sation apart from customer satisfaction through quality service, cutting off expenses etc. clear that profitability.

Usman Dawood (2014) in his research paper on Factors influencing profitability of commercial banks believe that there no relationship between the cost efficiency
and profitability but observes that capital adequacy and deposits do support in profitability whereas size of the bank doesn’t help in profitability.
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METHODOLOGY

SAMPLE DESIGN: The present study has drawn a sample of five companies whose securities are listed in Indian stock exchange. The various ratios are calculated
on the basis of annual reports of the companies for the period of 5 years 2012 to 2016.

SOURCE OF DATA: The financial data for the study are drawn purely from the secondary data i.e., money control.com and annual reports of the companies.
TOOLS OF DATA ANALYSIS: The study used the various tools of descriptive analysis like Mean, Standard Deviation, co-efficient of variance and compound annual
growth rate.

DATA ANALYSIS
TABLE 1: ANALYSIS OF OPERATING PROFIT RATIO FROM THE YEAR 2012 TO 2016

Year Tata Motors | Mahindra & Mahindra | Maruti Suzuki India | Hero MotoCorp | Bajaj Auto
2012 | 7.69 11.83 7.06 13.46 19.04
2013 | 3.81 11.64 9.7 15.34 18.17
2014 | -2.65 11.65 11.66 13.81 20.37
2015 | -3.4 10.71 13.43 14 19.04
2016 | 5.46 11.17 15.54 12.84 21.06
Mean | 2.18 114 11.48 13.89 19.54

SD 4.96 0.46 3.28 0.92 1.16

cv 227.12 4.01 28.57 6.65 5.93
CAGR | 0.089 0.015 -0.179 0.012 -0.025

Source: Secondary Data
The above table No. 01 reveals operating profit ratio of selected automobile companies, the Mean operating profit ratio of Bajaj auto is having highest ratio of
19.54 and lowest mean of 2.18 of Tata Motors, the compound annual growth rate of operating profit ratio was 0.089 of Tata Motors in the highest and -0.025 of
Bajaj Auto being the lowest.
TABLE 2: ANALYSIS OF NET PROFIT RATIO FROM THE YEAR 2012 TO 2016

Year Tata Motors | Mahindra & Mahindra | Maruti Suzuki India | Hero MotoCorp | Bajaj Auto
2012 | 2.28 9.03 4.59 9.93 15.38
2013 | 0.67 8.29 5.48 10.08 15.21
2014 | 0.97 9.27 6.36 8.91 16.09
2015 | -13.05 8.52 7.42 8.34 13.01
2016 | 0.55 7.74 7.91 8.64 16.09
Mean | -1.72 8.57 6.35 9.18 15.16

SD 6.37 0.61 1.36 0.78 1.27

cv -371.40 7.08 21.46 8.51 8.35
CAGR | 0.427 0.039 -0.127 0.035 -0.011

Source: Secondary Data
The above table No. 02 shows the Mean net profit ratio of selected automobile companies are fluctuating trend during the study period Bajaj Auto has the highest
Mean of 15.16 and Tata Motors has the lowest Mean of -1.72 the compound annual growth rate of Net profit ratio was negative in the case of Maruthi Suzuki and
Bajaj Auto and the rest of the companies is Positive during the study period.

TABLE 3: ANALYSIS OF RETURN ON NET WORTH RATIO FROM THE YEAR 2012 TO 2016

Year Tata Motors | Mahindra & Mahindra | Maruti Suzuki India | Hero MotoCorp | Bajaj Auto
2012 6.33 24.08 10.76 55.43 49.72
2013 1.57 22.88 12.87 42.31 38.51
2014 1.74 22.39 13.26 37.66 33.75
2015 | -31.93 17.25 15.65 36.47 26.31
2016 1.04 14.59 16.92 39.42 29.71
Mean | -4.25 20.24 13.89 42.26 35.60

SD 15.62 4.10 2.42 7.68 9.11

cv -367.51 20.25 17.45 18.18 25.60
CAGR | 0.571 0.133 -0.107 0.089 0.137

Source: Secondary Data
The above table No 3 reveals the return on net worth of selected Automobile companies in India, the Mean return on net worth is fluctuating trend during the
study period Hero MotoCorp has the highest mean of 42.26 and Tata Motors has the lowest mean of -4.25. The compound annual growth rate of return on net
worth is negative in case of Maruthi Suzuki and rest of the companies shown Positive during year 2012-2016.

CONCLUSION

After the analysis of various data, related to selected Automobile companies in India it is founded in theoretical statement, it is clear that profitability more or less
depends upon the better utilization of resources, cutoff expenses and quality of management function in the products, customer services and to manpower and
goodwill and market share. It is worthwhile to increase production capacity and use advance technology to cut down cost of production and wage cost in order to
increase profitability, not only against the investment, but also for investor’s return point of view. These programs are helpful to increase profitability of selected
steel companies in India in future prospects. It is founded in numerical statement that Bajaj Auto the profitability position as shown satisfactory when compares
to other companies. The compound annual growth rate as shown satisfactory in Tata Motors while compare to other companies hence all the Automobile com-
panies should concentrate on modern techniques of production and different marketing strategies to increase the positive growth rate and profitability.
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