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Abstract:

Bangladesh has made impressive economic and goigiess in the past decade, despite frequentatatur
disasters and external shocks. The average GDRlyoer the last five years was over 6%. In Bangtad
the pharmaceutical sector is one of the most dpeeldi-tech sectors within the country's econontys T
sector is also providing about 97% of the total itiee requirement of the local market. But the fioial
progress of this industry is not satisfactory. Ricial diagnosis indicates how well a company uses i
assets, shareholders’ equity & liability, revenuel @xpenses. This study attempts to refer to judgroe
financial health, strength and weakness of thisistny by measuring its past, present and futuranfiral
performance and risks. In spite of satisfactorglef bankruptcy of the industry as found by Th&acre
Model, it was observed from the study that theitigy, profitability and solvency position of mosft the
selected pharmaceuticals are in average positibe. dausal factors behind this position are unsound
financial management, inadequate working capitaly €onversion of receivables and inventory intstca
lower position of sales, higher amount of debt,pnofessional distribution house, restrictions otept
right, fixed mark-up system, contrary policy of thevernment, vulnerability of environmental riskdan
increased cost of production. Therefore, the carexrauthority should take immediate measures for
overcoming these limitations.

Keywords: Financial Diagnosis, Pharmaceuticals, Ratio AnalySorrelation, T-test, Z-Score.

1. Introduction:

After the promulgation of Drug Control Ordinance829the development of the pharmaceutical secter ha
accelerated. Among the various listed companidaingladesh pharmaceuticals are playing a vital fale
the economical development and industrializatiothefcountry. Due to recent development of thiswet

is exporting medicines to global market. It eartat @f foreign currency through exporting its puats after
meeting the domestic needs of the country’s hesdittor. The professional knowledge, thoughts and
innovative ideas of the pharmaceutical professomabrking in this sector are the key factors faozstn
developments. Recently few new companies have bstblished with hi-tech equipments and qualified
professionals which will enhance the strength @ ihdustry. The company is subject to a process of
decision-making which ensures its regulation tocfiom normally. In case a disturbance appears withé
company, steps will be taken in way of adopting sgegulatory decisions, starting from the causesi®
further development of the institution as well las industry. This is where the diagnosis appeaits, the
role of identifying the causes that have offsetwiedl being of the company. Financial diagnosia gocess

of evaluating the relationship between componentspaf financial statements to obtain a better
understanding of the company’s position and peréoree. A short-term creditor will be interested lie t
current financial position of a company, while adeterm creditor will pay more attention to thevawicy of

the company. The long-term creditor will also bierasted in the profitability of the company. Thypiigy
shareholders are generally concerned with theurmetPerforming a company diagnosis is done noy onl
when the company is facing problems, but also wherevaluation of its performance is considerediuen

the company is in good health, but improvementesirgd. The financial diagnosis can arise in variou
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situations, taking on various traits: It becometrategic diagnosis when it follows the company’s strengths
and weaknesses, both in using its economic potemtthin relation to the external business envireninlt

is elaborated as stock-market diagnosis when it considers the relationship of the compaiti the stock
market, if the company is quoted on the market. ifdecators supplied by the diagnosis are an ingmart
element in guiding the purchase or sale of stogtt) For the company and for the other investothéstock
market. It is avaluation diagnosis when it contributes to clarifying some necess#ynents for establishing
the value of a company, in case of investment, ersrgetc. The financial diagnosis can determinectliy
the patrimony value of the company or can suppdyitidicators necessary for establishing its yieltlg,
because it allows the evaluation of the companyiable beneficiary capacity, when it intervenesriter to
determine the difficulties a company is facing dollbws its stabilization, it is &risis diagnosis. In this
study, the priority of the diagnosis is to detereniwhether the selected pharmaceuticals are capable
maintain or to regain their short-term and longrtesolvency with desirable profit margin.

2. Objectives of the Study:

The objectives of financial diagnosis are based/boat is monitored within the company and are suipatd
to the interests of the users. Generally, the firdrdiagnosis provides information regarding: hthe
company’s activities are carried out throughoutekamined period and what is the growth rate coetpty
that of the sector; whether the results obtainedavportionate to resources used and whethentivetlyis
accompanied by a satisfactory yield; what is thariicial structure of the company and whetherbaianced
or not, in the context of the ratio between theiteapnasses for a suitable financial support; whethe
company has weaknesses and whether or not thareiicreased bankruptcy risk. The study is desigoed
achieve the following objectives:

= To diagnose financial performance of the selecteatipaceuticals.

= To find out the interrelation among the short-tesoivency, earning capacity and long- term
solvency of the pharmaceutical industry.

= To assess the future growth prospect of the selgttarmaceuticals.

= To find out the limitations, if any, to the furthdevelopment of the selected pharmaceuticals and
taking corrective measures.

3. Review of Related Studies:

“Financial Statements are like a fine perfume tehiéed but not swallowed.” - Abraham Brillofff.[#inan
(1968) used financial ratios with The Z-Score Motdepredict corporate bankruptcy. He observed ttineat
model is very successful in predicting failed aod4failed firms. Hannan and Shaheed (1979) useah&ial
ratios to examine the financial position and perfance of Bangladesh Shilpa Bank. They revealed that
techniques of financial analysis can be used inebeduation of financial position and performande o
financial institution as well as non-financial iibstions even Development Financial Institutions=(pP
Ohlson (1980) used financial ratios to predictran® crisis. He found that there are four factdfecing a
firm’s vulnerability. These factors are the firngsale, financial structure, performance and ligyidkhan
(1991) suggested ratio analysis as the tool foretl@uation of the financial performance of thetigatar
organization. Mina & Taleb (1995) summarized thnt &nalysis and interpretation of financial statetse
are generally aimed at determining the financialifoan of a firm. Financial ratio was used as aalyical
technique for assessing the performance of theezandahur and Mohiuddin (1995) used financiabsatd
measure operational performance of a limited compHlmey used profitability, liquidity, activity anchpital
structure ratios to measure operational performalateur and Parveen (1996) used Altman’s MDA Moalel
conclude the bankruptcy position of Chittagong Btéks Ltd. They found that the absence of redtigfoals
and strict Govt. regulations are the main reasonshie lowest level of bankruptcy. Bala & Habib 979
suggested that ratio analysis can be used foreherqmance evaluation of the financial institutiomiey
also used portfolio theories for calculating NAVeti\Asset Value) of mutual funds. Hye & Rahman (9997
performed a research to assess the performanbe sétected private sector general insurance caegpen
Bangladesh. The study revealed that the privat®isétsurance companies had made substantial megre
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and were keeping their surplus funds in the fornfixad deposits with different commercial banks doe
absence of suitable opportunities for investmeinia 8nd Ali (1998) used financial ratios to tes timancial
strengths and weaknesses of Khulna Newsprint Mitls They found that due to lack of planning andtcol

of working capital, operational inefficiency, obst# store, ineffective credit policy, increasedt@israw
materials, labor and overhead, the position ofcthrapany was not good. In the article “The AssessmEn
Financial and Operating Performance of the Cemedudtry: A Case Study of Confidence Cement
Limited”, Dutta and Bhattacharjee (2001) found tiet investment in cement industry was fairly pedile.
Salauddin (2001) examined the profitability of ghlearmaceutical companies of Bangladesh. By adopting
ratio analysis, mean, standard deviation and doiefit of variation, he found that the profitakjliof the
pharmaceutical sector was very satisfactory in $ewh the standard norms of return on investment.
Wen-Cheng LIN et. al (2005) stated financial ratass the simplest tools for evaluating the financial
performance of the firm. One can use financiabsatd determine a firm’s liquidity, profitabilitgolvency
and capital structure. Reilly and Brown (2005) estiathat financial statement analysis seeks to at@alu
managerial performance in several important ameelsding profitability, efficiency and risk. Thetimhate
goal of that analysis is to provide insights thdt elp us project future managerial performarnteey also
suggest that financial ratios should be examinéating to the economy, the firm’s industry, firmmsain
competitors and the firm’s past relative ratiotars, Farzana and Rahman (2009) conducted a research
financial diagnosis of the financial institutionsBangladesh: A comparative study on IPDC, IDLC &8

and through ratio analysis they measured the fiahhealth of the financial institutions and coruta that
financial institutions play a key role in the ecario development of capital market of the countrgskln
and Habib (2010) used financial ratios for condwgtia research on performance evaluation of the
pharmaceutical companies in Bangladesh. They redettiat the financial performance of Beximco
Pharmaceuticals Ltd. is better than Square Phawtieals Ltd. Majumder and Rahman (2011) used
financial ratios and Prof. Altman’'s MDA Model (Th&Score Model) for financial analysis of selected
pharmaceutical companies in Bangladesh. They obddrem the study that the profitability, liquidignd
solvency position of the selected pharmaceutigaliat in sound position and it was also obserkiatirhost

of the selected pharmaceuticals have a lower fgy&tion of bankruptcy. These reviews provide thathe
overall financial diagnosis of the selected liggd@rmaceutical companies in Bangladesh, ratio aisaénd
Professor Altman’s The Z-Score Model are the mastféil techniques. In this study financial diagi®is
made for the five selected listed pharmaceuticaianies in Bangladesh for a period of three yaars f
2006-2007 to 2008-2009.

4. Hypothesis:

The research is conducted on the basis of thenoilphypotheses:

Ho: The difference between the industry and the iddial pharmaceutical’s mean ratio is not significan
Hi: The difference between the industry and the iddial pharmaceutical’s mean ratio is significant.
The hypotheses are tested at the 5% level of gignife (Two-tailed).

5. Methodology of the Sudy:

We have collected the data from a random sampléiveflisted pharmaceutical companies which are
enlisted both in Dhaka Stock Exchange Ltd. andt@ditng Stock Exchange Ltd. of Bangladesh. The study
is based on a three year period from 2006-200D08-2009. Both primary as well as secondary souwtes
information have been considered as a data cale@iocess. The secondary information of the stwaly
collected from the websites, published literaturesearch papers and various reports of the sample
pharmaceuticals. The primary data was collectedutlin personal interview and discussions with the
concerned executives of the selected pharmaceutiddlese data have been tabulated, analyzed and
interpreted with the help of different financialtios, statistical tools like mean, standard dewiati
coefficient of variation, coefficient of correlatipT- test and The Z-Score Model. The hypothesesested
through statistical measurement to arrive at syatienconclusion and contribute to the further depatent

of research work regarding same perspective.
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6. Analysisand Results:

The ratio analysis is the most powerful tool ofaficial diagnosis of a company or an industry. ft ba
used to compare the risk and return relationshipjieocompanies of different sizes. The term ragiiers

to the numerical or quantitative relationship betwewo items or variables. This relationship can be
expressed as percentages, fraction and proportionrobers. Many diverse groups of people (sharedis|d
creditors, investors, management etc.) are indeist analyzing the financial information to knowoat
the operating and financial efficiency and growthihe company.

6.1 Liquidity ratios:

Liquidity is the ability of a company to readily éreasily obtain cash from its asset in order totntee
short-term obligations or make purchase. This isedby comparing a company’s most liquid assets (or
those that can be easily converted to cash) &hitst-term liabilities. In general the greater toeerage of
liquid assets to short term liabilities the betsrit is a clear signal that a company can pagiétss that is
coming due in near future and still funds its omgooperations. On the other hand, a company wiblvar
coverage rate should raise a red flag for invesasrdé may be a sign that the company will havéatifty

to meet its operational as well as short-term @licms.

6.1.1 Current Ratio [CR]:

The current ratio is a popular financial ratio usedest a company’s liquidity by deriving the pooion of
current assets available to cover current liabgitiThe concept behind this ratio is to ascertdiether a
company’s short term assets (cash, cash equivatenketable securities, receivable, inventory edce)
readily available to pay off its short term liatids (notes payable, current portion of term dphtables,
accrued expenses, taxes etc.). It is computedvigilfy current assets by current liabilities. Gextlgr2:1 is
considered as the standard norm for current rkittbe ratio is too low, the company may face difilty in
meeting the short term debt. If the ratio is toghhithe company may have an excessive investmentiant
assets. As the Table-01 depicts that, the indasteyage of current ratio is 1.130:1 which indicdtes the
industry is able to meet its current obligatioranirits current assets. The average current raties/&rom
0.752:1 in ISPIL to 1.960:1 in BPL. The averagdS®IL-0.752:1, LIL-0.781:1 and OIL-0.771:1 is below
from the industry average and also from the stahdarm. The average of SPL-1.387:1, BPL-1.960:1 is
above from the industry average but below fromdtaadard norm. It is observed from the Table-Otitha
case of SPL, BPL, ISPIL, LIL and OIL the currentiosaof the income year 2006-2007, 2007-2008 and
2008-2009 are 1.440:1, 1.260:1, 1.460:1; 1.800:100:1, 2.980:1; 0.694:1, 0.832:1, 0.730:1; 0.814:
0.840:1, 0.690:1 and 0.706:1, 0.825:1, 0.782:1aetsely. It can be said from the study that thogiidity
position of the most of the selected pharmacewtisahot satisfactory to meet its short-term oliages.
From the Table-01 it is seen that the CR of thedet pharmaceuticals is less stable (CV: SPL-#8047
BPL-48.48%, ISPIL-9.548%, LIL-10.24% and OIL-7.78R%rom the calculated value of t, it is found that
there is a significant difference in current ratietween industry average and ISPIL, LIL and OIL. tbe
other hand there lies an insignificant differenceurrent ratio between industry average and SrRILB#L.

6.1.2 The Quick/Liquid/Acid-Test Ratio [ATR]:

It is a liquidity indicator that further refinesdlcurrent ratio by measuring the amount of the rfiqstd
current assets available to cover current liabgitiThe quick ratio is more conservative than threeait ratio
because it excludes inventory and other curremtagghich are more difficult to turn into cash. édiest or
quick ratio measures the company’s immediate sieont-liquidity. It is computed by dividing the suoh
cash, short-term investments and net receivablesibygnt liabilities. In this ratio, 1:1 is considd as the
standard norm. The Table-02 shows that the industerage of ATR is 0.512:1. The average ATR of
SPL-0.677:1 and BPL-1.158:1 is above from the itrusverage but here, only BPL-1.158:1 is abovenfro
the standard norm and SPL-0.677:1 is under thelatdmorm. The average of ISPIL-0.253:1, LIL-0.213:
and OIL-0.262:1 is below from the industry averagevell as the standard norm. It indicates thaséhected
pharmaceuticals except BPL are unable to pay imabedihort term liabilities. It is observed from the
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Table-02 that in case of SPL, BPL, ISPIL, LIL and.@e ATR of the income year 2006-2007, 2007-2008
and 2008-2009 are 0.790:1, 0.630:1, 0.610:1; 017@68500:1, 2.210:1; 0.170:1, 0.323:1, 0.265:110:2,
0.216:1, 0.205:1 and 0.192:1, 0.313:1, 0.282:1ae®gely. From the Table-02 it is clear that theRA\df the
selected pharmaceuticals is less stable (CV: SPR6%, BPL-79.54%, ISPIL-30.68%, LIL-3.130% and
OIL-23.94%). From the calculated value of t, itolsserved that there is a significant differencirR
between industry average and ISPIL, LIL and OIL.tB@other hand there lies an insignificant diffexein
ATR between industry average and SPL and BPL.

6.1.3 Receivables Turnover [RT]:

The ratio used to assess the liquidity of the red@es is called receivables turnover. It meastiresiumber

of Times on average the company collects receigatblging the period. The higher receivables turnove
indicates the better performance of the compang. Tidble-03 shows that the industry mean of RT 552
Times. The average RT varies from 7.390 times ih 82569 Times in ISPIL. But the Table-03 showetth
there is an exceptional average RT of 2569 TimélsdrSPIL as compare to other selected pharmaedsiti
The average RT of the selected pharmaceuticalspex&€IL is below from the industry average. It is
observed from the Table-03 that in case of SPL, ,BBPIL, LIL and OIL the RT of the income year
2006-2007, 2007-2008 and 2008-2009 are 23.23, 22(0326; 7.199, 7.958, 7.014; 4468, 1760, 147%6,4.
23.85, 12.26 and 10.91, 10.35, 10.73 Times respdytilt is observed from Table-03 that the RT SPIL
and LIL is less stable than SPL, BPL and OIL (CPL$5.567%, BPL-6.786%, ISPIL-64.25%, LIL-36.33%
and OIL-2.681%). From the calculated value of tisifound that there is a significant differenceRm
between industry average and SPL, BPL, LIL and QDin the other hand there lies an insignificant
difference in RT between industry average and ISPIL

6.1.4 Inventory Turnover [IT]:

Inventory turnover measures the number of Timesawarage, the inventory is sold during the peridte
purpose of inventory turnover is to measure thaidiy of the inventory. It is computed by dividirmgst of
goods sold by the average inventory. Unless sebfariars are significant, beginning and endingeimtory
balances are considered to compute average inyerfimme authors consider the standard figure of
inventory turnover is 8 Times. The Table-04 shohet the industry average of IT is 4.471 Times. The
average IT varies from 1.367 Times in BPL to 11Tides in ISPIL. Only the average of ISPIL-11.01 is
above from the industry average. It is observethftbe Table-04 that in case of SPL, BPL, ISPIL, Bhd
OIL the IT of the income year 2006-2007, 2007-2@88 2008-2009 are 2.960, 2.720, 2.750; 1.200, 1.300
1.600; 9.150, 11.02, 12.85; 3.920, 5.190, 3.5102480, 3.334, 3.077 Times respectively. The Téadle-
shows that the IT of the selected pharmaceuticaldess stable (CV: SPL-4.655%, BPL-15.23%,
ISPIL-16.81%, LIL-20.82% and OIL-14.78%). From tbalculated value of t, it is found that there is a
significant difference in IT between industry avggand SPL, BPL, ISPIL and OIL. On the other héeue

lies an insignificant difference in IT between isthy average and LIL.

6.2 Profitability Ratios:

Profitability is one measurement of how succesafaompany is. The more profitable the company, the
more money the company is making. Profitabilityersfto a company’s ability to generate an adequate
return on invested capital. Return is judged byessing earnings relative to the level and sourdes o
financing. Profitability is also relevant to solhamn Profitability ratios measure the income or @piag
success of a company for a given period of timeomme or lack of it, affects the company’s ability t
obtain debt and equity financing. It also affetts tompany’s liquidity position and the companydlity

to grow. As a consequence, both creditors and iokesre interested in evaluating earning power or
profitability. Analysts frequently use profitabifitas the ultimate test of management’s operating
effectiveness.
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6.2.1 Profit Margin [PM]:

Profit margin is a measure of the percentage df @a&a of sales that results in net income. lbisguted by
dividing net income by net sales. The profit mangiust be positive and some authors consider tinelated
figure of PM is 5%-10%. As the Table-05 shows thatindustry average of PM is 8.158%. The averade P
varies from 1.557% in LIL to 17.67% in SPL. The mage of SPL-17.67% and BPL-12.07% are above from
the industry average. The average of ISPIL-3.83M0;1.557% and OIL-5.662% are below from the
industry average. It is observed from the Tabldkas in case of SPL, BPL, ISPIL, LIL and OIL the R¥
the income year 2006-2007, 2007-2008 and 2008-2089.7.00%, 17.00%, 19.00% ; 9.800%, 13.60%;
12.80%; 3.550%, 4.110%, 3.850%; 1.930%, 1.55099Q0Pd and 3.940%, 7.507% , 5.539% respectively.
The Table-05 shows that the PM of the selected rpheguticals is less stable (CV: SPL-6.536%,
BPL-16.60%, ISPIL-7.303%, LIL-23.77% and OIL-31.56%rom the calculated value of t, it is found that
there is a significant difference in PM betweenuistlly average and SPL, ISPIL and LIL. On the otteerd
there lies an insignificant difference in PM betwéedustry average and BPL and OIL.

6.2.2 Asset Turnover [AT]:

Asset turnover measures how efficiently a compasgslits assets to generate sales. It is deternbiped
dividing net sales by average assets. The resuttimgber shows the Taka of sales produced by eadkh Ta
invested in assets. Some authors consider theastafdigure of asset turnover is 2 Times. The Tdlfle-
shows that the industry mean of AT is 1.020 tinTdése average AT varies from 0.293 Times in BPL 52.
Times in ISPIL. The average AT of ISPIL-2.253 and-11.193 are above from the industry average. @n th
other hand, the average of SPL-0.743, BPL-0.293QlheD.619 Times are less from the industry averdige
is observed from the Table-06 that in case of SBRL, ISPIL, LIL and OIL the AT of the income year
2006-2007, 2007-2008 and 2008-2009 are 0.760, QF.¥60; 0.300, 0.299, 0.280; 2.160, 2.310, 2.290;
1.170, 1.400, 1.010 and 0.480, 0.699, 0.677 Tirasgeactively. It is seen from the Table-06 thatAheof

the selected pharmaceuticals is less stable (CM:35828%, BPL-3.413%, ISPIL-3.604%, LIL-16.43% and
OIL-19.46%). From the calculated value of t, itakserved that there is a significant differenceAin
between industry average and SPL, BPL, ISPIL and. @in the other hand there lies an insignificant
difference in AT between industry average and LIL.

6.2.3 Return on Asset [ROA]:

An overall measure of profitability is return onsat We compute this ratio by dividing net income b
average assets. The return on asset must be paaitivsome authors consider the standard figuR©éf is
10%-12%. The Table-07 shows that the industry ayemf ROA is 6.208%. The average varies from
1.877% in LIL to 13.33% in SPL. The average of SF.33% and ISPIL-8.653% are above from the
industry average. On the other hand, the averadgPtf3.553%, LIL-1.877% and OIL-3.623 are below
from the industry average. It is observed fromThble-07 that in case of SPL, BPL, ISPIL, LIL and.&he
ROA of the income year 2006-2007, 2007-2008 and3Z1D9 are 13.00%, 12.00%, 15.00%; 2.960%,
4.100%, 3.600%; 7.650%, 9.500%, 8.810%; 2.260%7@®4d, 1.200% and 1.870%, 5.250%, 3.749%
respectively. The Table-07 shows that the ROA & Helected pharmaceuticals is less stable (CV:
SPL-11.46%, BPL-16.08%, ISPIL-10.80%, LIL-31.32%dDIL-46.74%). From the calculated value of t, it
is found that there are significant differencesalgetn industry average and SPL, BPL, ISPIL, LIL g@tce
OIL.

6.2.4 Return on Common Stockholder’s Equity [ROCSE]

Another widely used profitability ratio is returm @ommon stockholders’ equity. It measures profiitsb
from the common stockholders’ point of view. Thagio shows how many Taka of net income the company
earned for each Taka invested by the owners’. Ehihe most used profitability ratio which measures
profitability of owners’ investment. It is computbg dividing net income by average common stockéad
equity. As the Table-08 shows that the industryage of return on common stockholders’ equity i26%0.

The average ROCSE varies from 5.353% in BPL to2Z%.th ISPIL. The average ROCSE of BPL-5.353%,

75



European Journal of Business and Management wWww.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) 0] |

Vol 4, No.4, 2012 ns'
LIL-6.933% and OIL-12.76% are below from the indystverage and the average ROCSE of SPL-19.33%,
ISPIL-21.92% are above from the industry averages bbserved from the Table-08 that in case of ,SPL
BPL, ISPIL, LIL and OIL the ROCSE of the income y2806-2007, 2007-2008 and 2008-2009 are 19.00%,
18.00%, 21.00%; 4.360%, 5.800%, 5.900%; 16.98%4@®4, 24.37%; 7.840%, 7.830%, 5.130% and
6.751%, 18.61%, 12.91% respectively. It can be mieskfrom the Table-08 that the ROCSE of the setect
pharmaceuticals is less stable (CV: SPL-7.901%, -B&L0%, ISPIL-19.51%, LIL-22.53% and
OIL-46.49%). From the calculated value of t, itfégind that there is a significant difference in R&EEC
between industry average and SPL, BPL and LIL. l@@nather hand there lies an insignificant diffeeeirc
ROCSE between industry average and ISPIL and OIL.

6.2.5 Earnings Per Share [EPS]:

Earnings per share are measure of the net incomecdkan each share of common stock. A measuretof ne
income earned on a per share basis provides alysefgpective for determining profitability. EPS is
measured by dividing net income by the number afiasted average common shares outstanding during the
year. The Table-09 shows that the industry avedddePS is Tk. 56.52. The average EPS varies from Tk
3.847 in BPL to Tk. 176.60 in SPL. The average BPSPL-Tk. 176.60 is above from the industry averag
On the other hand, the average EPS of BPL-Tk. 3.BBHIL-Tk. 44.66, LIL-Tk. 44.77 and OIL-Tk. 12.74
are below from the industry average. It is obseifvech the Table-09 that in case of SPL, BPL, ISRIL,

and OIL the EPS of the income year 2006-2007, and 2008-2009 arek. 218.6, Tk. 154.5,
Tk.156.6; Tk. 3.080, Tk. 4.330, Tk. 4.130; Tk. 3,.Tk. 48.09, Tk. 54.70; Tk. 48.14, Tk. 51.25, 'BK.93

and Tk. 6.750, Tk. 18.61, Tk. 12.87 respectivetycdn be found from the Table-09 that the EPS ef th
selected pharmaceuticals is less stable (CV: SP&320, BPL-17.46%, ISPIL-27.15%, LIL-19.35% and
OIL-46.54%). From the calculated value of t, ifasind that there is a significant difference in Bi&Bveen
industry average and SPL, BPL and OIL. And thezs &n insignificant difference in EPS between itrgus
average and ISPIL and LIL.

6.2.6 Price-Earnings Ratio [P-E]:

The price-earnings ratio is an oft-quoted meastiteratio of the market price of each share ahemn
stock to the earnings per share. The price earmatigsreflects investor's assessments of a compdunture
earnings. The P-E ratio is usually used to as$esswners’ appraisal of share value. It measuregitiount
that investors are willing to pay for each Takadifm'’s earnings. The level of this ratio indicatbe degree

of confidence that investors have in the firm’sufet performance. The higher is the ratio, the gretite
investor’s confidence and vice versa. But fromphafitability point of view the lower the ratio, ¢hgreater
the investor’s short-term gain. The P-E ratio ikwated by dividing the market price per sharstotk by
earnings per share. As the Table-10 shows thahthestry average of P-E is 24.33 Times. The aveRafe
varies from 17.85 Times in OIL to 31.86 Times inLBFhe average P-E of SPL-18.85 and OIL-17.85 are
below from the industry average. On the other hahd,average P-E of BPL-31.86, ISPIL-24.77 and
LIL-28.35 are above from the industry averages Iblbserved from the Table-10 that in case of SHL,B
ISPIL, LIL and OIL the P-E of the income year 208837, 2007-2008 and 2008-2009 are 11.19, 26.60,
18.75; 19.12, 38.73, 37.72; 25.22, 20.71, 28.3800,128.24, 45.81 and 13.37, 8.080, 32.09 Times
respectively. The Table-10 shows that the P-E & $elected pharmaceuticals is less stable (CV:
SPL-40.89%, BPL-34.67%, ISPIL-15.56%, LIL-61.39%dDIL-70.69%). From the calculated value of t, it
is found that there is an insignificant differenneP-E between industry average and the pharmaadsiti
SPL, BPL, ISPIL, LIL and OIL.

6.2.7 Payout Ratio [POR]:

The payout ratio measures the percentage of eardisgibuted in form of cash dividends. Comparies
have high growth rates generally have low payoctibsdecause they reinvest most of their net incomee
the business. It is computed by dividing cash dimids by net income. The Table-11 shows that, ihesimy
average POR is 48.67%. The average POR differs 3a81% in LIL to 58.66% in ISPIL. The average POR
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of SPL-45.26% and LIL-37.81% are below from theusitly average. On the other hand, the average POR o
BPL-51.33%, ISPIL-58.66% and OIL-50.29% are abaweenfthe industry average. It is observed from the
Table-11 that in case of SPL, BPL, ISPIL, LIL antl.€he POR of the income year 2006-2007, 2007-2008
and 2008-2009 are 45.74%, 48.53%, 41.52% ; 48.89%88%, 36.32%; 73.74%, 51.98%, 50.27%; 36.35%,
34.15%, 42.94% and 0.000%, 53.73%, 97.13% respmdgtil is observed from the Table-11 that the RDR
the selected pharmaceuticals is less stable (CM:7SP97%, BPL-32.43%, ISPIL-22.23%, LIL-12.10% and
OIL-96.76%). From the calculated value of t, itfégind that there is an insignificant differenceH®OR
between industry average and the pharmaceuticalsBBR., ISPIL, LIL and OIL.

6.3 Solvency Ratios:

Solvency is the ability of a business to have ehoagsets to cover its liabilities. Solvency is ofte
confused with liquidity but it is not the same tipirSolvency ratio measures the ability of the comyp@
service over a long period of time. Solvency isaassary condition for a business to operatectnapany

is unable to meet its obligation, it is said toibsolvent and must undergo bankruptcy in orderitioee
liquidate or bankruptcy restructure. It providese@asurement of how lively a company will be to awn
meeting its debt obligations. Long-term creditonsd astockholders are particularly interested in a
company’s ability to pay interest as it comes dueepay the face value of debt at maturity.

6.3.1 Debt to Total Assets [DTA]:

This ratio shows the percentage of assets théteing financed by creditors (instead of busineseers).
Generally no more than 50% of your assets shoufthbaced by debt. You can reduce this ratio byingy
off debt or increasing the value of your assets.dbmputed by dividing total debt by total asséte degree

of leverage of the companies is indicated by thi®r The higher the percentage of debt to totsetzs the
greater the risk that the company may be unahtedet its maturing obligations and vice versa is &lse.
The Table-12 shows that, the industry average oA 3153.81%. The average DTA varies from 29.67% in
SPL to 74.73% in LIL. The average DTA of SPL-29.6@%d BPL-35.26% are below from the industry
average. On the other hand, the average DTA oflt8RI72%, LIL-74.73% and OIL-67.71% are above
from the industry average. The Table-12 shows thatase of SPL, BPL, ISPIL, LIL and OIL the DTA of
the income year 2006-07, 2007-08, 2008-09 are 36.084.00%, 25.00%; 30.97%, 29.50% 45.30%;
57.54%, 63.27%, 64.34%; 72.00%, 72.49%, 79.69% #Nn@2%, 67.27%, 64.93% respectively. It is
observed from the Table-12 that the DTA of the telé pharmaceuticals is less stable (CV: SPL-15,20%
BPL-24.76%, ISPIL-5.925%, LIL-5.761% and OIL-4.459%rom the calculated value of t, it is found that
there is a significant difference in DTA betweedustry average and SPL, LIL and OIL. On the otlerd)
there lies an insignificant difference in DTA betmendustry average and BPL and ISPIL.

6.3.2 Times Interest Earned [TIE]:

Times interest earned, sometimes which is calletirést coverage ratio provides an indication &f th
company’s ability to meet interest payment as tbeye due. It is computed by dividing income before
interest expense and income taxes by interest egpde higher is the value, the better the akilitthe

firm to fulfill its interest obligations. The TablE3 shows that the industry average of TIE is 5.6bies.
The average TIE varies from 1.433 Times in LIL th2b Times in ISPIL. The average TIE of BPL-3.483,
LIL-1.433 and OIL-1.818 are below from the industtyerage. On the other hand, the average TIE of
SPL-7.30 and ISPIL-14.25 are above from the ingusterage. It is observed from the Table-13 thabtise

of SPL, BPL, ISPIL, LIL and OIL the TIE of the ino@ year 2006-2007, 2007-2008 and 2008-2009 are
8.270, 6.310, 7.320; 2.600, 3.860, 3.990; 17.364@,212.99; 1.500, 1.500, 1.300 and 1.402, 2.1&y21
Times respectively. From the Table-13 it is fouhdttthe TIE of the selected pharmaceuticals isdessle
(CV: SPL-13.43%, BPL-22.04%, ISPIL-19.01%, LIL-80% and OIL-21.55%). From the calculated value
of t, it is found that there is a significant diféace in TIE between industry average and BPL,ULSHL and

OIL. On the other hand there lies an insignificdiffierence in TIE between industry average and SPL.

77



European Journal of Business and Management wWww.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Ly
Vol 4, No.4, 2012 NS’
7. Sustainable Growth Analysis:

The sustainable growth rate is a measure of hovhrawgompany can grow without borrowing more money.
After the company has passed this rate, it musblofund from another source to facilitate growthother
words, the maximum growth rate that a company aataf without having to increase financial leverd

is calculated as: ROE X (1 - Dividend Payout Ratyidend payout ratio is calculated by dividingidend

per share by the earnings per share and ROEdternron equity is calculated by dividing net inehy the
common stockholders’ equity. Analysis of compangtswth potential is important for both lenders and
owners. The more a company reinvests, the gretdgoatential for growth. The Table-14 represefis t
sustainable growth rates as well as average gnatgk of the sample pharmaceuticals for the stedpg. It

is seen that the sustainable growth rates of tleeteel pharmaceuticals are fluctuating from yeayear.
From the Table-14 it is observed that SPL-10.62I18/RdL-9.433 have a higher ratio as compared tastrgy
average-6.451. So it can be said that growth iseto pharmaceuticals are quite satisfactory.h@rother
hand, BPL-2.593, LIL-4.360 and OIL-5.244 have aor&dwer than the industry average which indicates
poor growth. It is also observed from the Tabletlidt in case of SPL, BPL, ISPIL, LIL and OIL the
sustainable growth rate of the income year 2006¢2@007-2008 and 2008-2009 are 10.31%, 9.265%,
12.28%; 2.237%, 1.782%, 3.760%; 4.460%, 11.72%]12P8; 4.990%, 5.160%, 2.930% and 6.750%,
8.611%, 0.371% respectively. It is appeared froeiitable-14 that OIL has the highest variation-824ihd
ISPIL has the second highest variation-45.71% winclicates extremely instability in their growth\(C
SPL-14.42%, BPL-39.95%, ISPIL-45.71%, LIL-28.47%&DIL-82.41%). From the calculated value of t, it
is observed that there is a significant differeimcgustainable growth rate between industry aveaageSPL
and BPL. On the other hand there lies an insigaificlifference in sustainable growth rate betwednstry
average and ISPIL, LIL and OIL.

8. The Z-Score M oddl: Financial Soundness of the Selected Phar maceuticals:

The Z-Score Model for predicting bankruptcy waslsiied in 1968 by Edward I. Altman, who was, at the
time, an Assistant Professor of Finance at New Ykversity. Edward I. Altman (born 1941) is a Resdor

of Finance at New York University's Stern SchooBokiness. He is best known for the developmeiitef
Z-Score Model for predicting bankruptcy. Dr. Altmamas inducted into the Fixed Income Society's ldéll
Fame in 2001 and was amongst the inaugural indsiatée the Turnaround Management's Hall of Fame in
2008. He was named one of the "100 Most Influenlabple in Finance" by the Treasury & Risk
Management magazine in 2005. The Z-Score Modelmanide a significant idea about the financial
soundness of the selected pharmaceuticals.

The number produced by the Model is referred tthassompany's Z-Score, to represent the likelihafoal
company going bankrupt in the next two years. Th&cdre Model uses multiple corporate income and
balance sheet values to measure the financialhheidt company. It is a linear combination of fa@mmon
business ratios, weighted by coefficients. It isyen to be very accurate to forecast bankruptcy wide
variety of contexts and markets. Studies show that model has 72%-80% reliability of predicting
bankruptcy. However, The Z-Score Model does notlyapp every situation. It can only be used for
forecasting if a company being analyzed can be ewetpto the database. It utilizes seven piecesitaf d
taken from the corporation’s balance sheet andnirecstatement. Five ratios are then extrapolated these
data points. To calculate the Z-Score, the restilésch of the above five ratios are multipliedatset factor
(i.e. a coefficient developed by Professor Altmdmje results of these multiplication are then addgdther
to determine the company’s Z-Score.

The Model is specified as:
Z=12A+1.4B+3.3C+0.6D + 1.0E

Where:

Z = Score.

A = Working Capital/Total Assets.

B = Retained Earnings/Total Assets.

C = Earnings before Interest & Taxes/Total Assets.
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D = Market Value of Equity/Total Liabilities.

E = Sales/Total Assets.

The higher is the score, the healthier the complaig.a good idea to compare a company’s Z-Scoves
time to get a better idea as to how the compandgiisg. The lower the Z-Score, the more likely a pamy
is to go bankrupt. A Z-Score lower than 1.8 indésathat bankruptcy is likely, while scores greétan 3.0
indicate bankruptcy is unlikely to occur in the haxo years. Companies that have a Z-Score betden
and 3.0 are in the gray area (safety zone); babdyup not easily predicted one way or the other.

The Table-15 shows year-wise as well as averagigigrosf the ratios of working capital to total ass,
retained earnings to total assets, earnings baftesest and taxes to total assets, market valoity to
total debt and sales to total assets. From theeTHblit is seen that the average positions forinheme
year 2006-2007, 2007-2008 and 2008-2009 of the wgrkapital to total assets ratios are 0.090, Q.119
(0.133), (0.101), (0.078) Times, the retained ewywito total assets ratios are 0.360, 0.253, 0.04B4,
0.269 Times, the earnings before interest and téxdstal assets are 0.193, 0.058, 0.107, 0.08820.
Times, the sales to total assets are 0.703, 02063, 1.105, 0.625 Times for SPL, BPL, ISPIL, ldhd
OIL respectively. On the other hand, the averageketavalue of equity to total debt for the incomeay
2006-2007, 2007-2008 and 2008-2009 is 7.980, 3.884,7, 0.578 and 0.961 Times for SPL, BPL, ISPIL,
LIL and OIL respectively. From the coefficient odnation in the Table-15, it is observed that thewe
ratios of the selected pharmaceuticals are lebtesta

The Table-16 shows the year-wise as well as theageeposition of Z-Score of the sample pharmacaistic
during the study period. After putting the respetialues of A, B, C, D and E, in the aforesaidatiqun as
developed by Prof. Altman, Z-Score was estimategrage Z-Score of sample pharmaceuticals SPL-6.741
and ISPIL-4.199 are higher than the industry averaig47 as well as the solvency range providedrbf; P
Altman. On the other hand, average Z-Score of BBO2 is lower than the industry average but exists
within the safety range provided by Prof. Altmart buerage Z score of LIL-1.729, OIL-1.754 are lower
than the industry average and shows the positiomaakruptcy. It is observed from the Table-16 fimat
case of SPL, BPL, ISPIL, LIL and OIL the Z-Score the income year 2006-2007, 2007-2008 and
2008-2009 is 4.719, 6.919, 8.586; 2.065, 3.78281.8.998, 4.017, 4.581; 1.624, 2.201, 1.363 afd2.
1.705, 2.336 respectively. It can be concluded tin@ overall financial soundness of the sample
pharmaceuticals SPL and ISPIL are more satisfactBBL is satisfactory and OIL and LIL are not
satisfactory i.e., worst leading to bankruptcyisitobserved from the Table-16 that the Z-Scorehef t
selected pharmaceuticals is less stable (CV: SPT828, BPL-31.36%, ISPIL-7.890%, LIL-24.81% and
OIL-31.87%). From the calculated value of t, itféaind that there is a significant difference in @8
between industry average and LIL and OIL. On theepthand there lies an insignificant difference in
Z-Score between industry average and SPL, BPL 8RdlLL

9. Ranking of the Selected Phar maceuticals with respect to Financial Paosition:

At this point we have tried to make the rankingtiod sample pharmaceuticals in respect of liquidity,
profitability and solvency position. For this puggowe have given score for every ratio in eachgcaye
For the best position showing pharmaceutical ipeesof a particular ratio has given score 5 amdwviarst
score 1 among the sample pharmaceuticals. Thesosinerbetween score 4, 3 and 2 in accordanceito the
position. Then we have added the scores of altaties in each category for every pharmaceuticdaklfy
according to the score the ranking has made. TieTl& shows that in case of liquidity SPL-14 made
highest and OIL-10 made lowest score, the oth&BI{-13, BPL-12 and LIL-11) are between them. The
score shows that the SPL has best (Rank-1) liqulisition among the sample pharmaceuticals thBiLIS
(Rank-Il), BPL (Rank-Ill), LIL (Rank-IV) and OIL (Bnk-V) respectively. In case of profitability SPB-2
made highest and BPL-14 made lowest score, thesoft&PIL-27, OIL-21 and LIL -15) are between them.
The score shows that the SPL has best (Rank-Ijtglodity position among the sample pharmaceuticals
then ISPIL (Rank-Il), OIL (Rank-11), LIL (Rank-IViand BPL (Rank-V) respectively. In case of solvency
SPL-9 made highest and LIL-2 made lowest scoreothers (ISPIL-8, BPL-7 and OIL-4) are between
them. The score shows that the SPL has best (Rasdtviency position among the sample pharmaceastical
then ISPIL (Rank-Il), BPL (Rank-I111), OIL (Rank-IVand LIL (Rank-V) respectively.
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10. Correlation, Probable Error and Limits of Correlation between the Liquidity, Profitability and
Solvency Position of the Selected Phar maceuticals:

Of the several mathematical methods of computimgetation, the Karl Pearson’s method, popularlywno
as Pearsonian coefficient of correlation, is mdstely used in practice and we have used this methodr
study. The Table-18 shows that there is a modetedeee of positive [r = 0.631] correlation betwelea
liquidity and profitability of the selected pharneaticals under the study. So, to earn more profiten
investment in current assets is necessary inhigstry. The calculated value of r [0.631] is mttvan the
calculated value of P.E.r [0.182] but not more tlfa® six times of the calculated value of P.E.09D].
Therefore, the value of r is acceptable but natigant. The limits of the correlation should b&l49 to
0.812.

There is a high degree of positive [r = 0.868] etation between the liquidity and solvency of tkeéested
pharmaceuticals under the study. So, adequate mgddpital is helpful to maintain financial solvgrio

this industry. The calculated value of r [0.868]risre than the calculated value of P.E.r [0.075)vab as
more than the six times of the calculated valuB.&:.r [0.447]. Therefore, the value of r is sigrafit. The
limits of the correlation should be 0.793 to 0.942.

There is a moderate degree of positive [r = 0.@88felation between the profitability and solverdyhe

selected pharmaceuticals under the study. So,diayymore solvent companies are earning moreitpirof
this industry, in another word the more the prdifiity, the more the solvency. The calculated vabdie

[0.658] is more than the calculated value of P[@&172] but not more than the six times of the ghlted
value of P.E.r [1.029]. Therefore, the value of acceptable but not significant. The limits of toerelation
should be 0.486 to 0.829. So, the liquidity, padjitity and solvency are highly interrelated to leather in
the pharmaceutical industry of Bangladesh.

11. Conclusion:

From the above financial diagnosis it is found ttheg financial position and performance of the cteld
listed pharmaceutical companies in Bangladesh iavierage position. Comparing among the selected
pharmaceuticals, at the liquidity point of view SPEPIL, BPL, LIL, and OIL hold better to worse [itamn
respectively; at the profitability point of view BPISPIL, OIL, LIL and BPL hold better to worse [itisn
respectively and at the solvency point of view SEEIL, BPL, OIL and LIL, hold better to worse ptsn
respectively. So, financially SPL, BPL and ISPIle & better position than LIL and OIL. The studgal
found that there is an interrelation among theidliqy, profitability and solvency determinant facsaof the
selected pharmaceuticals. As a result, to reacterbsblvency position, we have to invest more iis th
industry and usually we will get more profit thaaféxe. It is also necessary to invest adequate ingrk
capital, accelerate conversion of receivables awetitory into cash, increase of sales and redempfidebt

for improving the financial strength of this indystThe Z-Score Model also showed that the SPLISRdL

are out of bankruptcy risk, the BPL is also alninstafety range but LIL and OIL are not in a satisbry
position regarding bankruptcy risk. Therefore,stan urgent need to find out, if any, the causet an
limitations in against of further development oétkample pharmaceuticals. Study shows that betlides
financial strength of the pharmaceutical industrfgces some financial and non-financial limitatso These
are: complicated procedure of opening Letter ofd@it® import raw materials, imposing high tax tegort
sophisticated tools and machineries for productiimadequacy of fund, no professional distributiause,
fixed mark-up system, limited capacity of drug iregtiaboratories, slow registration process antict®ns

on patent right, contrary policy of the Government producing some products, insufficiency of raw
materials, lack of efficient people, lack of sowemiironment, lack of new entrepreneur, undue imiteeon
tender process and vulnerability of environmerisi. 1ISo, steps should be taken for overcomingitiatial

and nonfinancial limitations of the pharmaceuticalustries in Bangladesh. These steps are: thegsonf
opening LC should be easier, tax rate should beoredle, professional distribution house should be
available by arranging more effective trading wbiks, modernize the fix mark-up system, loan system
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should be easier and sufficient, using modern telclyy in drug testing laboratories, minimize theipe to
collect raw materials and the cost of raw materiaiedernize the patent right and Government should
develop some policies for using the environmeiiest level. The limitations of the pharmaceutioalistry

in Bangladesh are highlighted in the above disomsaind such type of limitations may be overcome by
following the recommended corrective measures. Tinusear future the pharmaceutical industry vélch
better position in Bangladesh as well as abroad.
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Annual Reports (2005-2009) of the selected pharotaads under the present study.

Category-A: Liquidity Ratios
Table-01 (Insert the Table after 6.1.1): CurrertidRa

Name of The 2006 2007 2008 Industry
Pharmaceuticals | -2007 | -2008 | -2009 Mean Mean sb CV | tvalue
SPL 1.440:1 1.260:1 1.460:1 1.387{1 1.130j1 0.110.947 4.033
BPL 1.800:1 1.100:1 2.980:1 1.960:1 1.130:1 0.950 8.44 1.513
ISPIL 0.694:1 0.832:1 0.730:1 0.752:1L 1.130:1 0.0729.548 (9.113)
LIL 0.814:1 0.840:1 0.690:1 0.781:1 1.130:1 0.080 0.2 (7.552)
OIL 0.706:1 0.825:1 0.782:1 0.771:1 1.130:1 0.060 .782 (10.38)
Source: Annual Reports and Official Records ofSe¢ected Pharmaceuticals.
Table-02 (Insert the Table after 6.1.2): Quick/lidfAcid-Test Ratio
2006 2007 2008 Industr
PI::::;(?;;?SNS -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 0.790:1 0.630:1 0.610:1 0.6771 0.51211 0.0994.54 2.888
BPL 0.763:1 0.500:1 2.210:1 1.158:1 0.5121 0.921 9.54 1.214
ISPIL 0.170:1 0.323:1 0.265:1 0.253:11 0.512:1 0.0[7830.68 (5.812)
LIL 0.217:1 0.216:1 0.205:1 0.213:1 0.512:1 0.007 .138 (77.97)
OIL 0.192:1 0.313:1 0.282:1 0.262:1 0.512:1 0.063 3.92 (6.890)

Source: Annual Reports and Official Records of$e¢éected Pharmaceuticals.
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Table-03 (Insert the Table after 6.1.3): Receivaflgrnover [Times]
2006 2007 2008 Industr
PI::::%(?;L?SNS -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 23.23 22.92 20.56 22.24 525.2 1.460 6.567 6596.
BPL 7.199 7.958 7.014 7.390 525.2 0.500 6.7]86 (1793
ISPIL 4468 1760 1479 2569 525.2 1651 64.25 2.145
LIL 14.56 23.85 12.26 16.89 525.2 6.136  36.33 @n3
OIL 10.91 10.35 10.73 10.66 525.2 0.286  2.681 (3128
Source: Annual Reports and Official Records ofSe¢ected Pharmaceuticals.
Table-04 (Insert the Table after 6.1.4): Inventbaynover [Times]
2006 2007 2008 Industr
PE‘Z&ZS;L?:&US -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 2.960 2.720 2.750 2.810 4.471] 0.181  4.655 @2.p
BPL 1.200 1.300 1.600 1.367 4.471 0.208 15,23 65.8
ISPIL 9.150 11.02 12.85 11.01 4.471 1850 1681 1%.1
LIL 3.920 5.190 3.510 4.207 4.471 0.876  20.82 (2)52
OIL 2.480 3.334 3.077 2.964 4.471 0.438  14.F8 ®.9%
Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Category-B: Profitability Ratios
Table-05 (Insert the Table after 6.2.1): Profit ilar{%]
2006 2007 2008 Industr
PI:::TTWZ(?;L?:&'S -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 17.00 17.00 19.00 17.67 8.158 1.155 6.536 14.p6
BPL 9.800 13.60 12.80 12.07 8.158 2.003 1660 3.380
ISPIL 3.550 4.110 3.850 3.837 8.158 0.280 7.303 .76
LIL 1.930 1.550 1.190 1.557 8.158 0.370  23.Y7 @p.§g
OIL 3.940 7.507 5.539 5.662 8.158 1.787  31.66 @41
Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Table-06 (Insert the Table after 6.2.2): Asset owar [Times]
2006 2007 2008 Industr
PE‘Z&ZS;L?;US -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 0.760 0.710 0.760 0.743 1.020 0.029  3.928 06.8
BPL 0.300 0.299 0.280 0.293 1.020 0.010 3.413 a25.
ISPIL 2.160 2.310 2.290 2.253 1.020 0.081 3.604 226.
LIL 1.170 1.400 1.010 1.193 1.020 0.196 16.43 1.528
OIL 0.480 0.699 0.677 0.619 1.020 0.120 19.46 &.77
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Table-07 (Insert the Table after 6.2.3): ReturrAsset [%0]
2006 2007 2008 Industr
Name of The Mean y SD Cv t-value
Pharmaceuticals | -2007 -2008 -2009 Mean
SPL 13.00 12.00 15.00 13.33 6.208 1.528 11/46 8.0B0
BPL 2.960 4.100 3.600 3.553 6.208 0.571 16.08 @®.04
ISPIL 7.650 9.500 8.810 8.653 6.208 0.935 10,80 3@.5
LIL 2.260 2.170 1.200 1.877 6.208 0.588 31.82 (TR.1
OIL 1.870 5.250 3.749 3.623 6.208 1.694 46.74 @.64

Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Table-08 (Insert the Table after 6.2.4): ReturrCammon Stockholders’ Equity [%0]

Name of The 2006 2007 2008 Industry
. Mean SD CVv t-value
Pharmaceuticals | -2007 -2008 -2009 Mean
SPL 19.00 18.00 21.00 19.33 13.26 158  7.901 6.888
BPL 4.360 5.800 5.900 5.353 13.26 0.862 1610 @5.8
ISPIL 16.98 24.40 24.37 21.92 13.26 4275 1951 085
LIL 7.840 7.830 5.130 6.933 13.26 1562 2253  (8)01
OlIL 6.751 18.61 12.91 12.76 13.26 5931 4649 (D14

Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Table-09 (Insert the Table after 6.2.5): Earnings $hare [EPS in Taka]

Name of The 2006 2007 2008 Industry
; Mean SD Ccv t-value
Pharmaceuticals | -2007 -2008 -2009 Mean
SPL 218.6 154.5 156.6 176.6 56.52 36.42 2063 5.711
BPL 3.080 4.330 4.130 3.847 56.52 0.672 1746  [@38.
ISPIL 31.19 48.09 54.70 44.66 56.52 12.12  27/15 69%4).
LIL 48.14 51.25 34.93 44.77 56.52 8.665 19.35 ()34
olIL 6.750 18.61 12.87 12.74 56.52 5931 46.54 @R.7J

Source: Annual Reports and Official Records of$leéected Pharmaceuticals.
Table-10 (Insert the Table after 6.2.6): Price-Hags Ratio [Times]

Name of The 2006 2007 2008 Industry
. Mean SD Ccv t-value
Pharmaceuticals | -2007 -2008 -2009 Mean
SPL 11.19 26.60 18.75 18.85 24.33 7.706 4089  @.2B
BPL 19.12 38.73 37.72 31.86 24.33 11.04 3467 1.180
ISPIL 25.22 20.71 28.38 24.77 24.33 3.855 1556 9®.1
LIL 11.00 28.24 45.81 28.35 24.33 17.41  61.89 0.4Q0
olL 13.37 8.080 32.09 17.85 24.33 12.62 70.69  (D.89

Source: Annual Reports and Official Records ofSedéected Pharmaceuticals.
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Table-11 (Insert the Table after 6.2.7): Payouiddb]
2006 2007 2008 Industr
PI:::YTWZ(?;L?:&B -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 45.74 48.53 41.52 45.26 48.67| 3.529  7.797 8).67
BPL 48.70 69.28 36.32 51.33 48.67 16.65 3243 0.2y7
ISPIL 73.74 51.98 50.27 58.66 48.67 13.08 2223 233
LIL 36.35 34.15 42.94 37.81 48.67 4574 1210 @11
OIL 0.000 53.73 97.13 50.29 48.67 48.66  96.6 (0.0%
Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Category-C: Solvency Ratios
Table-12 (Insert the Table after 6.3.1): Debt ttalTAssets Ratio [%]
2006 2007 2008 Industr
PEI::T]WZ(?;L?CGEUS -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 30.00 34.00 25.00 29.67 53.81 4509 1520 .27
BPL 30.97 29.50 45.30 35.26 53.81 8.729 2476 ®.68
ISPIL 57.54 63.27 64.34 61.72 53.81 3.656 5925 43.7
LIL 72.00 72.49 79.69 74.73 53.81 4305 5.761 8.413
OIL 70.92 67.27 64.93 67.71 53.81 3.019 4.4p59 7.971
Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Table-13 (Insert the Table after 6.3.2): Timeshese Earned [Times]
2006 2007 2008 Industr
PI:::TTWZ(?;L?:&'S -2007 -2008 -2009 Mean Meany sb cv tvalue
SPL 8.270 6.310 7.320 7.300 5.657 0.980  13/43 2.9p4
BPL 2.600 3.860 3.990 3.483 5.657 0.768  22/04 .90
ISPIL 17.36 12.40 12.99 14.25 5.657 2709 1901 9464
LIL 1.500 1.500 1.300 1.433 5.657 0.116  8.060 (8B.3
OIL 1.402 2.180 1.872 1.818 5.657 0.392 2155 26.9
Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
Table-14 (Insert the Table after 7): Sustainablev@n Rate [%0]
2006 2007 2008 Industr
PE‘Z&ZS;L?;US -2007 -2008 -2009 Mean Meany sP cv tvalue
SPL 10.31 9.265 12.28 10.62 6.451 1581 14/42 4,707
BPL 2.237 1.782 3.760 2.593 6.451 1.036 3995 ®.45
ISPIL 4.460 11.72 12.12 9.433 6.451 4312 45[71 93.1
LIL 4.990 5.160 2.930 4.360 6.451 1241  28.47 (2)91
OIL 6.750 8.611 0.371 5.244 6.451 4322 8241 (4)).4£|3

Source: Annual Reports and Official Records of$leéected Pharmaceuticals.

Table-15 (Insert the Table after 8): Ratios fortifgsFinancial Soundness.
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Ratios SPL BPL ISPIL LIL OlIL Year
0.110 0.108 (0.170) (0.085) (0.092) 2006-07
0.070 0.018 (0.090) (0.069) (0.059) 2007-08
Working Capital 0.090 0.230 (0.140) (0.150) (0.084) 2008-09
To Total Assets
(In Time) 0.090 0.119 (0.133) (0.101) (0.078) Mear
0.020 0.106 0.040 0.043 0.017 sSD
22.22 89.55 (30.31) (42.35) (21.97) cv
0.330 0.270 0.020 0.106 0.303 2006-07
0.340 0.270 0.040 0.099 0.258 2007-08
Retained Earnings ™ g 410 0.220 0.080 0.077 0.245 2008-09
To Total Assets
(In Time) 0.360 0.253 0.047 0.094 0.269 Mear
0.044 0.029 0.031 0.015 0.031 SD
12.11 11.41 65.45 16.10 11.35 cv
0.190 0.050 0.100 0.087 0.066 2006-07
Earnings Before 0.170 0.065 0.110 0.091 0.098 2007-08
Interest and Taxe
To 0.220 0.058 0.110 0.065 0.082 2008-09
Total Assets 0.193 0.058 0.107 0.081 0.082 Mear
(In Time) 0.026 0.008 0.006 0.014 0.016 SD
13.61 13.02 5.412 17.28 19.51 cv
4.630 1.820 3.090 0.323 0.355 2006-07
8.580 4.830 2.760 0.818 0.639 2007-08
Market Value of 10.73 2.610 3.590 0.592 1.889 2008-09
Equity To Total
Debt (In Time) 7.980 3.087 3.147 0.578 0.961 Mear
3.094 1.561 0.418 0.248 0.816 SD
38.77 50.56 13.28 42.89 84.92 cv
0.720 0.300 1.990 1.097 0.477 2006-07
0.650 0.270 2.050 1.354 0.708 2007-08
Sales To Total 0.740 0.240 2.120 0.865 0.690 2008-09
Assets (In Time) 0.703 0.270 2.053 1.105 0.625 Mear
0.047 0.030 0.065 0.245 0.129 sSD
6.720 11.11 3.171 22.13 20.56 cv

Source: Annual Reports and Official Records ofSedected Pharmaceuticals.
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Table-16 (Insert the Table after 8): Analysis afcore.
Name of The 2006 2007 2008 Mean Industry SD Ccv t-value
Pharmaceuticals | 5007 | .2008 | -2009 Mean
SPL 4.719 6.919 8.586 6.741 3.447| 1.940 28|78 2.941
BPL 2.065 3.782 2.581 2.809 3.447 0.881 31,36 @.25
ISPIL 3.998 4.017 4.581 4.199 3.447 0.331 7.8900 33.9
LIL 1.624 2.201 1.363 1.729 3.447 0.429 24.81 ()93
OIL 1.222 1.705 2.336 1.754 3.447 0.559 31.87 B.24

Source: Annual Reports and Official Records ofSedected Pharmaceuticals.

Table-17 (Insert the Table after 9): Ranking of 8etected Pharmaceuticals with respect to Financial
Position (Based on Mean Ratios).

Ratios/Basis Name of The Pharmaceuticals
SPL| BPL||SPw| UL| OolL
Liquidity Ratios:
Current Ratio 4 5 1 3 2
Liquid Ratio 4 5 2 1 3
Receivables Turnover 4 1 5 3 2
Inventory Turnover 2 1 5 4 3
Total Score [Liquidity] 14 12 13 11 10
Rank I I Il v V
Profitability Ratios:
Profit Margin 5 4 2 1 3
Asset Turnover 4
Return on Asset 2 3
i T EP EER PR
Earnings Per Share 5 1 3 4 2
Price-Earnings Ratio 4 1 3 2 5
Payout Ratio 2 4 5 1 3
Total Score [Profitability] 28 14 27 15 21
Rank I \Y I Y 1]
Solvency Ratios:

Debt to Total Assets Ratio 5 2
Times Interest Earned 3 2
Total Score [Solvency] 9 7 8 2 4

Rank I I Il Vv v
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Table-18 (Insert the Table after 10): CoefficiehCorrelation (r), Probable Error (P.E.r) and Lisnitf
Correlation (Based on Scores) between the Liquidi}yProfitability (P) and Solvency (S) Positiohtbe

Score Land P Land S Pand S
Name of The
Pharmaceuticals P.E.r | Limits P.E.r | Limits P.E.r | Limits
L P S r r r

ofr ofr of r

SPL 14| 28 9
2 14 7 'JC: 81 '42

BPL 1

o | o s o o S | o) o ]
ISPIL 13 27 8 o [N - fo') o — o)) [ —
w (0] o (o)) ~ o ($)] ~ o
LIL 11 | 15 | 2 . ~ o ® o o 0 N o
= g S
OIL 10 21 4 N S ©

Source: Annual Reports and Official Records ofSedected Pharmaceuticals.

List of Pharmaceuticals under Study

Name of The Pharmaceuticals Acronym
SQUARE PHARMACEUTICALS LTD. SPL
BEXIMCO PHARMACEUTICALS LTD. BPL

The IBN SINA Pharmaceutical Industry Ltd. ISPIL
Libra Infusions Limited LIL
Orion Infusion Ltd. OIL
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