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‘A STUDY ON FINANCIAL PERFORMANCE USING RATIO ANALYSIS: SAMRAT 

CONSTRUCTION PRIVATE LIMITED, MANNARGUDI” 

 

ABSTRACT 

 The present study entitled “A Study On Financial Performance Using Ratio Analysis:Samrat 

Construction Private Limited, Mannargudi” aims to evaluate the financial performance of the 

company over a period of five years from 2020 to 2024. Financial performance analysis is 

essential for understanding a firm’s liquidity, profitability, solvency, and operational efficiency. 

The study adopts ratio analysis as the primary analytical tool to interpret financial data in a 

systematic manner. 

The research follows a descriptive research design and is based on both primary and 

secondary data. Secondary data were collected from the company’s balance sheet and profit 

and loss account, while primary data were obtained through discussions with company 

personnel. Key financial ratios relating to liquidity, profitability, solvency, and efficiency were 

calculated and analyzed. 

The findings reveal that the company faced financial challenges during the COVID-19 period, 

which affected liquidity and profitability. However, the post-pandemic years show gradual 

improvement due to better cost control, improved working capital management, and enhanced 

operational efficiency. The study highlights the usefulness of ratio analysis in assessing 

financial performance and supporting effective financial decision-making. 

Keywords:Financial Performance1, Ratio Analysis2, Liquidity3, Profitability4, Solvency5 

 

1.Introduction 

Financial performance analysis plays a vital role in evaluating the operational efficiency and 

financial stability of an organization. In a competitive and capital-intensive sector like 

construction, effective financial management is essential for sustaining growth, meeting 

obligations, and ensuring long-term profitability. Stakeholders such as management, investors, 

creditors, and financial institutions rely heavily on financial performance indicators to make 

informed decisions. 

Ratio analysis is one of the most widely used tools for analyzing financial statements, as it 

establishes meaningful relationships between various accounting figures presented in the balance 

sheet and income statement. By converting raw  
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financial data into ratios, it enables comparison across different accounting periods and provides 

insights into a company’s liquidity, profitability, solvency, and operational efficiency. This 

analytical technique simplifies complex financial information and supports effective 

interpretation of an organization’s financial health. 

The construction industry is characterized by high working capital requirements, long project 

cycles, and fluctuating costs, making financial performance evaluation particularly important. 

Construction companies must maintain a balanced financial structure to manage project risks, 

control costs, and ensure timely completion of projects. Therefore, analyzing financial 

performance using ratio analysis becomes a crucial exercise for assessing the financial strength 

and managerial efficiency of construction firms. 

This study focuses on Samrat Construction Private Limited, with the objective of evaluating its 

financial performance through ratio analysis over a selected period. By examining key liquidity, 

profitability, solvency, and activity ratios, the study aims to identify trends, strengths, and areas 

of concern in the company’s financial position. The findings of the study are expected to assist 

management in strategic planning and contribute to a better understanding of financial 

performance assessment in the construction sector. 

 

2.Review of literature   

Financial performance analysis has been widely recognized as an essential tool for evaluating 

the efficiency and financial health of business organizations. Various researchers have 

emphasized the significance of ratio analysis as an effective technique for interpreting financial 

statements and supporting managerial decision-making. 

• Sharma and Gupta (2021) examined the effectiveness of financial ratio analysis as a tool 

for performance evaluation in Indian construction companies. Their study highlighted that 

liquidity, profitability, and solvency ratios provide valuable insights into the operational 

efficiency and financial stability of construction firms. The authors concluded that ratio 

analysis helps management identify financial strengths and weaknesses, thereby supporting 

strategic planning and risk management.1&8 

• Patel and Desai (2020) conducted a study on financial performance measurement using 

ratio analysis in infrastructure and construction companies. The study revealed that 

profitability and activity ratios play a crucial role in assessing operational efficiency, while 

solvency ratios reflect the long-term financial sustainability of firms. The researchers 

emphasized that consistent monitoring of financial ratios improves financial control and 

performance forecasting.2&4 

• Khan and Jain (2019) analyzed the role of ratio analysis in evaluating corporate 

financial performance and found that ratio analysis simplifies complex financial data and 

enables comparison across different time periods. Their study pointed out that trend analysis 

combined with ratio analysis enhances the accuracy of financial evaluation and supports 

informed investment decisions.3&5 

• Pandey (2018) stated that ratio analysis is a powerful financial management tool that 

assists in measuring liquidity position, profitability, and capital structure of organizations. 

According to the author, ratios not only help internal management but also aid external 

stakeholders such as investors and creditors in assessing financial soundness.5&7 

• Rao and Kumar (2017) conducted a comparative study on the financial performance of 

selected construction companies in India using ratio analysis. The study concluded that 
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construction companies face unique financial challenges due to long project durations and 

high working capital requirements, making ratio analysis indispensable for effective financial 

planning and control.6&9 

• From the review of existing literature, it is evident that ratio analysis is a widely 

accepted and reliable method for evaluating financial performance across industries, 

particularly in the construction sector. Most studies highlight the importance of liquidity, 

profitability, solvency, and efficiency ratios in assessing financial strength. However, there is 

limited firm-specific research focusing on individual construction companies at the micro 

level. This study attempts to bridge this research gap by analyzing the financial performance 

of Samrat Construction Private Limited using ratio analysis.10&11 

 

3. Scope of the study   

The scope of the study is limited to the analysis of the financial performance of Samrat 

Construction Private Limited using ratio analysis. The study is based on secondary data collected 

from the company’s financial statements for a selected period. It focuses on evaluating liquidity, 

profitability, solvency, and efficiency ratios to assess the overall financial position and 

operational performance of the company. 

 

4.Objectives  of the study 

• To analyze the financial performance of Samrat Construction Private Limited using ratio 

analysis. 

• To assess the liquidity position of the company. 

• To evaluate the profitability and operational efficiency of the company. 

• To examine the solvency position and long-term financial stability of the company. 

• To identify trends, strengths, and areas for improvement based on financial ratios. 

 

5.Research methodology    

The study adopts a descriptive research design based on secondary data collected from the 

audited financial statements of Samrat Construction Private Limited for five financial years 

(2020–2021 to 2024–2025). Ratio analysis is used as the primary analytical tool to evaluate 

liquidity, profitability, solvency, and operational efficiency. Comparative and trend analysis 

techniques are applied to interpret financial performance over the study period. 

 

5.1.Sample design    

The study adopts a purposive sampling design. The sample consists of the audited financial 

statements of Samrat Construction Private Limited for a period of five years from 2020–2021 to 

2024–2025. These financial records were deliberately selected based on relevance, continuity, 

and reliability to facilitate meaningful ratio analysis. 

The selected period includes pre-pandemic, pandemic, and post-pandemic phases, enabling 

comparative analysis of financial performance trends. The sampling unit for the study is the 

company’s financial data, and the sample size is defined in terms of time-period data rather than 

respondents. 



INTERNATIONAL JOURNAL OF INFORMATION 
TECHNOLOGY AND MANAGEMENT SCIENCE 

ISSN 

2231-6752 

75 Vol -16 Special Issue 2 

 

 

 

5.2.Data analysis procedure    

The collected secondary financial data were systematically classified and organized year-wise 

for analysis. Financial information obtained from the audited balance sheets and profit and loss 

accounts of Samrat Construction Private Limited was processed using standard accounting and 

financial analysis techniques. 

Relevant financial ratios relating to liquidity, profitability, solvency, and operational efficiency 

were computed using standard formulas. The calculated ratios were compared across different 

financial years to identify trends, variations, and patterns in financial performance. 

The results were presented in the form of tables and graphical representations to facilitate clear 

interpretation. Trend analysis and comparative analysis were applied to assess changes in 

performance over the study period. Based on the analytical results, interpretations were made to 

evaluate the overall financial position and performance of the company. standard accounting 

formulas. The calculated ratios were compared across different years to identify trends and 

variations in financial performance. The results of the analysis were presented using tables, 

charts, and graphs for better interpretation. Based on the analysis, findings were derived to assess 

the overall financial position of the company. 

 

5.3.Limitations of the study    

• The study is based solely on secondary data collected from the company’s financial 

statements. 

• The analysis is limited to a specific period, and the results may not reflect future 

performance. 

• Ratio analysis depends on the accuracy of accounting data and does not consider the 

impact of inflation and price level changes. 

• The study focuses only on financial aspects and does not include qualitative or non-

financial factors. 

• Comparisons with industry standards are limited due to availability of comparable data. 

 

6.Analysis and interpretation  

Table 6.1 : CURRENT RATIO 

 

YEAR CURRENT         

ASSETS 

CURRENT LIABILITIES CURRENT 

RATIO 

2020 -2021 3,950,000 2,350,000 1.68 

2021-2022 2,580,000 2,470,000 1.04 

2022-2023 2,300,000 2,600,000 0.88 

2023-2024 3,150,000 2,280,000 1.38 

2024-2025 3,770,000 2,200,000 1.71 

 

Analysis and Interpretation: 

The current ratio indicates the firm’s ability to meet its short-term obligations using its 

current assets. In 2020-2021, the ratio was healthy, showing strong liquidity and efficient 

working capital management. During 2022 and 2023, the ratio declined sharply due to the 

adverse impact of the COVID-19 pandemic, reduced cash inflows, and higher short-term 

liabilities. This reflects liquidity stress during the pandemic period. From 2024 onwards, the 
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ratio improved steadily, indicating recovery in operations and better management of current 

assets. By 2025, the ratio reached a satisfactory level, suggesting that the company regained its 

short-term solvency position. 

 

Table6.2 : QUICK RATIO 

YEAR CURRENT ASSET – 

INVENTORY 

CURRENT LIABILITIES QUICK 

RATIO 

2020 -2021 2,150,000 2,350,000 1.08 

2021-2022 680,000 2,470,000 1.10 

2022-2023 250,000 2,600,000 1.13 

2023-2024 950,000 2,280,000 1.17 

2024-2025 1,370,000 2,200,000 1.27 

 

Analysis and Interpretation: 

The quick ratio measures the firm’s immediate liquidity position by excluding inventory 

and work-in-progress. The ratio was comparatively sound in 2020-2021, reflecting the 

company’s ability to meet urgent liabilities without relying heavily on stock. In 2022 and 2023, 

the ratio fell below the ideal level due to slow-moving inventory and reduced cash balances 

during the pandemic. This shows dependence on inventory to meet obligations. The 

improvement in 2024 and 2025 indicates better cash management and faster realization of 

receivables. Overall, the trend highlights a gradual strengthening of immediate liquidity after 

the pandemic period 

 

 

Table 6.3: NET PROFIT RATIO 

 

YEAR NET PROFIT NET SALES NET PROFIT 

RATIO 

2020 -2021 950,000 11,250,000 9.2% 

2021-2022 -350,000 10,430,000 -4.1% 

2022-2023 -120,000 10,450,000 -1.5% 

2023-2024 420,000 10,830,000 5.0% 

2024-2025 680,000 11,480,000 7.9% 

 

 

Analysis and Interpretation:  

The net profit ratio shows the overall profitability of the business after all expenses. In 

2020-2021, the ratio was high, indicating strong financial performance. The ratio turned 

negative in 2022 and 2023 due to losses arising from reduced construction activity, fixed 

overheads, and pandemic-related disruptions. From 2024 onwards, the ratio became positive, 
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reflecting improved revenue generation and cost management. By 2024-2025, the net profit 

ratio strengthened further, indicating stable recovery and improved overall profitability. 

 

 

 

Table 6.4 : DEBT EQUITY RATIO 

 

YEAR TOTAL DEBT (₹) EQUITY (₹) DEBT–EQUITY 

RATIO 

2020 -2021 
4,500,000 5,850,000 0.77 

2021-2022 
4,120,000 4,300,000 0.96 

2022-2023 
4,100,000 4,000,000 1.03 

2023-2024 
3,580,000 4,770,000 0.75 

2024-2025 
3,300,000 5,330,000 0.62 

 

Analysis and Interpretation: 

         The debt–equity ratio indicates the proportion of borrowed funds to owner’s funds. In 

2020-2021, the ratio was moderate, showing a balanced capital structure. During 2022 and 

2023, the ratio increased due to reduced owner’s capital and continued reliance on borrowings 

during the pandemic. This indicates higher financial risk during the crisis period. From 2024 

onwards, the ratio declined, reflecting repayment of loans and strengthening of owner’s funds. 

By 2024-2025, the ratio reached a comfortable level, indicating improved long-term solvency 

 

Table 6.5 : INVENTORY TURNOVER RATIO 

YEAR COGS  AVERAGE INVENTORY  INVENTORY 

TURNOVER 

RATIO 

2020 -2021 8,050,000 1,900,000 4.2 times 

2021-2022 8,530,000 2,750,000 3.1 times 

2022-2023 8,350,000 2,450,000 3.4 times 

2023-2024 7,980,000 2,050,000 3.9 times 

2024-2025 8,080,000 1,800,000 4.5 times 

 

Analysis and Interpretation: 
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             The inventory turnover ratio indicates how efficiently inventory is converted into sales. 

In 2020-2021, the ratio was high, showing efficient inventory management and strong demand. 

During 2022 and 2023, the ratio declined due to slow movement of construction materials and 

reduced project execution during COVID-19. This indicates accumulation of inventory. The 

ratio improved in 2024 and further in 2025, showing better inventory control and increased 

sales activity. Overall, the trend reflects improved operational efficiency in the post-pandemic 

period. 

 

                                         Table 6.6 : WORKING CAPITAL RATIO 

 

YEAR NETSALES (₹) WORKING CAPITAL WORKING 

CAPITAL 

RATIO 

2020 -2021 11,250,000 1,600,000 2.6 times 

2021-2022 10,430,000 110,000 1.4 times 

2022-2023 10,450,000 -300,000 1.1 times 

2023-2024 10,830,000 870,000 2.0 times 

2024-2025 11,480,000 1,570,000 2.8 times 

 

Analysis and Interpretation: 

                    The working capital turnover ratio shows how efficiently working capital is 

utilized to generate sales. In 2020-2021, the ratio was healthy, indicating effective use of 

working capital. During 2022 and 2023, the ratio declined sharply due to low or negative 

working capital arising from reduced current assets and increased current liabilities. This 

reflects operational stress during the pandemic. From 2024 onwards, the ratio improved, 

indicating better utilization of working capital. By 2024-2025, the ratio showed strong recovery, 

reflecting improved operational efficiency and financial stability. 

 

Chart 1: CURRENT RATIO 

 
 

                                      Chart 2: QUICK RATIO 
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Chart 3: NET PROFIT RATIO 

 
 

 

                        Chart 4: DEBT EQUITY RATIO 

 
 

 

                          Chart 5: INVENTORY TURNOVER RATIO 
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                                       Chart 6: WORKING CAPITAL RATIO 

 
 

7. Summary of findings  

The analysis of the financial performance of Samrat Construction Private Limited using ratio 

analysis revealed significant variations across the study period. The company exhibited a strong 

liquidity position and profitability in the pre-pandemic period, indicating sound financial 

management and operational efficiency. 

During the COVID-19 period, the company experienced financial stress, reflected in declining 

liquidity ratios, negative profitability ratios, reduced working capital efficiency, and increased 

financial risk due to higher dependence on debt. These results indicate the adverse impact of 

reduced construction activity, fixed operational costs, and disruptions in cash flows. 

In the post-pandemic period, the company showed steady recovery. Improvements were 

observed in liquidity position, profitability, inventory management, working capital utilization, 

and solvency structure. The decline in debt–equity ratio and improvement in turnover ratios 

indicate enhanced financial stability and operational efficiency. 

Overall, the findings demonstrate that Samrat Construction Private Limited has regained 

financial strength after the pandemic and is moving towards a more stable and sustainable 

financial structure. The study confirms that ratio analysis is an effective tool for evaluating 

financial performance and supporting strategic financial decision-making in construction sector 

organizations. 

 

8.Suggestions and recommendations  

Based on the results of the financial performance analysis of Samrat Construction Private 

Limited, the following suggestions and recommendations are proposed to strengthen the 

company’s financial position and support sustainable growth: 

The company should adopt more effective cash flow management practices by improving 

receivables collection cycles and maintaining adequate cash reserves to enhance liquidity 

stability. 

Cost efficiency strategies should be strengthened through systematic budgeting, project-wise 

cost monitoring, and control of operational overheads to improve profitability. 

The firm should focus on working capital optimization by maintaining balanced levels of 

inventory, receivables, and payables to ensure smooth operational continuity. 

A prudent capital structure policy should be maintained by reducing over-dependence on debt 

and strengthening equity financing to minimize long-term financial risk. 

The company should implement regular financial performance monitoring systems, including 

periodic ratio analysis and trend analysis, to support timely managerial decision-making. 

Strategic financial planning and forecasting should be enhanced to improve long-term 

sustainability and resilience against economic uncertainties. 
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9. Conclusion  

      The study concludes that Samrat Construction Private Limited faced financial challenges 

during the COVID-19 period, which affected its liquidity and profitability. However, the 

company showed steady improvement in the post-pandemic years due to better cost control, 

improved working capital management, and recovery in construction activities. Overall, the 

ratio analysis indicates that the company has regained financial stability and has good potential 

for sustainable future growth. 
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