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Abstract

In a developing country like Bangladesh the Phasutical industry as a whole play a vital role i th
progress of economicdevelopment. But the net pobfihis industry has decreased for the last fearsielin
this paper we have tried to analyze the financefggmance of Selected Pharmaceutical Companies
in Bangladesh which is measured in terms of R&imftability, Liquidity, Solvency and Activity rad)
Analysis and in terms of Testing Financial Soundrm®susing Multivariate Discriminate Analysis (MDA$
developed by Prof. Altman. For the source of daséniy relied on Annual Reports and official recartts
was observed from the study of the financial statenof thePharmaceutical industry that the profit earning
capacity, liquidity position, financial position dithe performance of the most of fAkarmaceuticals are not
in sound position and it was also observed thatrtbst of the Pharmaceuticals has a lower levetiposof
bankruptcy. The reasons behind this position ofitftistry are inefficiency of financial management,
absence of realistic goals, strict government gut and increased cost of raw-materials, labat an
overhead. The financial performance should be inguidmmediately. Therefore, the appropriate autfiori
should take measures for the removal of the abosielgms.

Keywords: Financial Performance, Ratio Analysis, Pharmacalgi¢ndustry, Multivariate Discriminate
Analysis (MDA).

1. Introduction

Publicly traded companies are the economic pulserwdtion. Their birth, prosperity and demise galher
reflect the financial condition of the country. &ifly reliable index of an economy in its proce$gmmwth

and development is the rate of growth and declingublicly traded companies. With the rapid growth
trade, commerce and industries, the numbers ofigiylittaded companies are considerably increasing
in Bangladesh. These companies play a vital roleheneconomy of the country. Pharmaceutical is an
important adjunct of industrialization in the cogntAnalyzing the Industrial Life Cycle, it has efound
that all of the listed companies have just readhedmiddle stage. No company could reach the mgturi
stage. In a word, the Pharmaceutical industry efdbuntry is just improving. It is well known thitis
industry is one of the key to earning foreign cooeand it plays an important role on the exporthaf
country. On the other hand, most of the internahaled for drugs is fulfilled by the domestic Pharmatical
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industry of the country. But Pharmaceutical indystf Bangladesh depends on foreign country for
raw-material and technology. Now the time to make Pharmaceutical firms self sufficient for the
betterment of the country. At this time, performand manufacturing enterprise, like Pharmaceutivagds

to be measured and analyzed. But evaluation ocbpagnce is not a regular practice in the countgaiAst
this backdrop this study is an attempt to evalysgdormance of some selected Pharmaceuticals éor th
period under study. To evaluate the financial penince of the Pharmaceuticals, the technique ahial
analysis has been applied. Among the various widli:iancial analysis the most important one is ridu#o
analysis. It is very helpful to gain valuable ifgignto the financial position, operation and fiokh
problems of a particulars enterprise. Moreover,tMatiate Discriminate Analysis (MDA) is used whiish
developed by Professor Altman to examine the olvinaincial soundness. Some statistical tools fiean,
standard deviation, and T-test are used to evathatperformance.

2. Objectives of the study

The study is designed to achieve the following ctiyes:

() To assess the financial performance of the seldtedmaceuticals firms.

(i) To test the financial strengths and weaknessesleéted Pharmaceuticals firms.

(iii) To pinpoint the causes of poor financial perfornelnd suggest some measures to overcome the
problems.

3. Hypothesis
The research is based on following hypothesis.
Ho: There is no significant difference between thdustry mean and the individual firm’s ratio.

H,: There is significant difference between the indumean and the individual firm’s ratio.

4. Methodology of the study

Data has been taken from a sample of 9 PharmaakuiticBangladesh. For the study only A and B aateg
Pharmaceuticals are considered. “A” category Pheeutical includes those Pharmaceuticals that hold
annual general meeting (AGM) and declare minimurgb Idlvidend regularly. The trading time of “A”
category Pharmaceutical’'s share is T+3. “B” catgdenarmaceutical includes those Pharmaceuticats tha
hold annual general meeting (AGM) regularly butldee dividend at a rate below 10% on a regularshasi
The trading time of “B” category Pharmaceuticabaee is also T+3. “Z” category Pharmaceutical idef
those Pharmaceuticals that neither hold annualrgeneeeting (AGM) nor declare dividend on a regular
basis. The trading time of “Z” category Pharmaamal$ share is T+7. Moreover, the size of the
Pharmaceuticals, availability of information, arehy of establishment are also considered for setgtie
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Pharmaceuticals. The study covers a three yeaopémdm 2005-06 to 2007-08. This study is based on
secondary data. Secondary data are the annualtgegothe selected Pharmaceuticals firms and variou
studies made available through library work. Thdlected data have been tabulated, analyzed and
interpreted with the help of different financialtics, Multivariate Discriminate Analysis (MDA) and
statistical tools like mean, S.D. and T-test, dtiee hypothesis has been tested statistically tweagat
conclusion and policy implication.

5. Literature Review

Financial statements analysis is mainly concernétth the understanding of company accounts and
interpretation of the published financial statersetot enable legitimate users to make informed emdno
decisions. Financial analysis is the process aftifléng the financial strengths and weaknessehefirm

by properly establishing relationship between teens of the balance sheet and the profit and lossusat
(Pandey, 1991). Analysis of financial statementefifnterest to lenders, security analysts, marsaged
others (Prasanna, 1995). Trade creditors are Bitatén the firm’s ability to meet their claims.dihanalysis
will therefore, confine to the evaluation of thenfis liquidity position. The suppliers are concedreth the
firm’s solvency and survival. They analyze the ferprofitability over time. Long term creditors plamore
emphasis on the firm'’s solvency and profitabilitie investors are most concerned about the firarsiegs.
So, they concentrate on the analysis of the fipnésent and future profitability as well as earrabgity and
risk (Abu Sina, 1998). Financial ratios are the#mst tools for evaluating the financial performard the
firm (Chin-Feng, 2005). One can employ financidios to determine a firm’s liquidity, profitability
solvency, capital structure and asset turnover.ndan(1998) used financial ratios to show the fimgnc
position and performance analysis of Bangladestp&tank. He showed that techniques of financial
analysis can be used in the evaluation of finarmmaltion and performance of financial instituteswell as
non financial institutions even Development Finahbistitutions (DFI). Altman (1968) used finanaiatios

to predict corporate bankruptcy. He found thatithekruptcy model has an accuracy rate of 93% awvekris
successful in predicting failed and non-failed tngina (1998) used financial ratios to test tharftial
strengths and weaknesses of Khulna Newsprint Mitls He found that due to lack of planning and coint
of working capital, operational inefficiency, obst# store, ineffective credit policy, increasedt@israw
materials, labor and overhead, the position ottirapany was not good. Jahur (1995) used finarefials to
measure operational performance of limited compéteyused profitability, liquidity, activity and cigl
structure to measure operational performance. JE996) used Altman’s MDA model to conclude the
bankruptcy position of Chittagong Steel Mills Lide found that absences of realistic goals, stristt.g
regulation are the main reasons for the lowest lefeankruptcy. Ohlson (1980) employed financétlags to
predict a firm’s crisis. He found that there ararféactors affecting a firm’s vulnerability. Thefaetors are
the firm’s scale, financial structure, performarmeel liquidity. In the article “The Assessment ofi&icial
and Operating Performance of the Cement Industi@ase Study of Confidence Cement Limited”, Dipak &
Milan (2001) found that the investment in cemensviairly profitable. Salauddin (2001) examined the
profitability of the Pharmaceutical Companies ohBmdesh. By using ratio analysis, mean, standard
deviation and co-efficient of variation he founatlhe profitability of the Pharmaceuticals seetas very
satisfactory in terms of the standard norms ofrretan investment. Hye & Rahman (1997) conducted a
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research to assess the performance of the sefattate sector general insurance companies in Balegh.
The study revealed that the private sector ins@awnpanies had made substantial progress. Thg stud
found that the insurance companies were keepinig sieplus funds in the form of fixed deposits with
different commercial banks due to absence of slaitadwvenues for investment. Salim & Kabir (1996)
examined the financial performance of Bangladesipgig Corporation. They found that conversion of
long-term debt to equity may improve the finangalformance of Bangladesh Shipping Corporation to a
greater extent. These studies show that the aa@bysis and MDA are the good method to evaluate fi
performance. The researcher uses these tools tsumeedhe financial performance of 9 selected
Pharmaceutical firms in this paper.

6. Theoretical discussion of Financial Ratio

Financial analysis offers a system of appraisalev@duation of a firm’s performance and operatidtis;the
analysis of the financial statement of an enteeprihe analysis of financial statement can be dese by
various yardsticks of which, the important is knoagratio or percentage analysis. Ratio is a nualesr an
arithmetical relation between two figures. It ipessed when one figure is divided by another. Anting
ratios show inter-relationship which exist amongaas accounting data. Accounting ratio can be esged

in various ways such as, a pure ratio, a ratep@reentage. Ratio analysis is certainly a very aalohe device
because it is simple and it has a predictive vadllenagement and other users thus, rely substantialthe
financial ratios based on accounting data for malkassessments and predictions of past performance,
present position and probable future potentialse ®rportant way for diagnosing the financial headtto
measure the profitability, liquidity, activity arsblvency and the level of the bankruptcy of enfegr

6.1 Profitability Ratio

Profitability is a measure of efficiency. The ptability ratios measure the performance of profitan
enterprise. In other words the profitability ratere designed to provide answers to questions siaihat is
the rate of profit?. What is EPS? What is the cdtenwvestment? What is the rate of equity? Is thafip
earned by the enterprise adequate? What is theediglipayout ratio? What is retention ratio andred The
analysis of the profitability ratio is importantrfthe shareholders, creditors, prospective investmnkers
and the government alike. Gross profit margin rateturn on investment, net profit margin ratio and
operating profit ratio can be used to measure thftability position of the enterprise.

6.2 Liquidity Ratio

The liquidity ratios measure the ability of an eptese to meet its short-term obligations and flie
short-term financial strength of an enterpriseLidéty is a pre-requisite for the very survivalasf enterprise.
Analysis of liquidity is very important in knowirthe liquidity status, movement of funds, idle fulifdany)
which will not only help financial management tcekethe liquidity position of the company in ordwert

also make sure of payment to short-term creditotgrested in short-term solvency of the company.
Liquidity ratios reveal the rate at which fixed amdrking assets are being converted into cashfatihe
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when the cash will be required. Current ratio, guatio and working capital to total asset ratin ba used to
measure the liquidity position of the enterprise.

6.3 Activity Ratio

Activity ratios indicate the effectiveness of aierprise with which different assets are managedugitized

in a business. The efficiency in assets managensenteasured by activity ratio which involves the
comparisons between the level of sales and invesdtrme various assets accounts, inventories, bills
receivable, fixed assets and others. The activdty be measured by the use of activity ratios such a
inventory turnover, fixed assets turnover and tatslets turnover.

6.4 Solvency Ratio

The long-term solvency of a company is an importesgect to the present and future long-term cregjito
banks, debenture holders etc. Before sanctioniag to buying a debenture or preference share, dhey
interested to see whether the company has alolipay the interest regularly as well as repayiis&allment
of the principal on due date or in one lump surhattime of maturity. The long-run solvency of argany
can be measured by the use of solvency ratios ndetedo total assets, the time interest earnedeiathed
earning to total assets.

7. Findings and Discussions
7.1 Profitability Ratio

The tables (01, 02,03,04,05 and 06) depict varfinencial ratios covering profitability of the seted
Pharmaceuticals for the period under study.

(Insert Table-01 here)

7.1.1 Gross Profit Margin

The earnings in terms of sales can be assessedjthtioe profit margin. The gross profit margin eefk the
effectiveness of pricing policy and of productidficiency. Some authors consider that a profit nrargtio
ranging from 20% to 30% has been considered astralard norm for any industrial enterprise. The
table-01 shows that the average gross profit ratage from highest 34.43% in BXPHARMA to lowest
9.42% in BEACONPHAR. The study is also found thred industry average gross profit ratio was 17.69%
and the average gross profit ratio of all but Baenples was below industry average. In view ofdsesh the
gross profit margin of SQURPHARMA, IBNSINA, BXPHARMN and AMBEEPHA during the period was
higher than standard norm and shown an increasamgltbut the ratio for ACTIVEFINE, RENETA,
BEACONPHAR, PHARMAID and BPL was lower than therstard. The higher ratio indicates favorable
purchasing and markup policies and the ability @hagement to develop sales volume and lower ratio
indicates unfavorable purchasing and markup pdalicied the inability of management to develop sales
volume. This ratio also indicates that the seleeetérprise (SQURPHARMA, IBNSINA, BXPHARMA,
and AMBEEPHA) seems to be in an advantage positiaervice in the face of falling sales pricesnds
cost of production or decline demand for the prodbimm the calculated value of t it is seen that¢ is a
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significant difference in gross profit ratio betweimdustry average and individual pharmaceuticiatasf
except SQURPHARMA and AMBEEPHA.

(Insert Table-02 here)

7.1.2 Net Profit Margin

The ratio reveals the overall profitability of tkencern, that's why it is very useful to the prepors and
prospective investors. It also indicates managereiitiency in manufacturing, administrating andlieg

of the products. The table-02 shows that the raditpatios range from highest 10.75% in SQURPHARMA
to lowest 13.36 %( negative) in BXPHARMA. SQURPHARMarned the highest average net profit margin
(10.75%) and industry average is 1.35%. The caledleatios in table-02 indicate that the averadgrafit
ratio of ACTIVEFINE, SQURPHARMA, IBNSINA, RENETA, MBEEPHA, and PHARMAID are higher
than industry average. BXPHARMA, BEACONPHAR and BRie below industry average. Calculated
values of t' state that there is a significant @ifnce in net profit ratio between industry averagd 5
individual pharmaceuticals firms (SQURPHARMA, IBNNg\, BEACONPHAR, PHARMAID and BPL).
For other pharmaceuticals the difference is ingicgt.

(Insert Table-03 here)

7.1.3 Return on Investment (ROI)

This ratio measures the profitability of enterpriea total investment. The Planning Commission,
Government of Bangladesh has declared that thesesmtisting project in the public sector would hawe
guarantee a fixed return to 7.5% of the investm&his may be considered as the standard norm éor th
industrial enterprise. The table-03 shows thatrdtern on investment on an average for the periatken
study varies from maximum 24.38% in SQURPHARMA tiimum 3.77% (negative) in BPL and the
industry average is 6.67% which is lower than ttamdard norm of 7.5% . The ratio for BXPHARMA is
negative. It is seen from the table that ACTIVEFINBXPHARMA, RENETA, BEACONPHAR,
PHARMAID and BPL have a low ratio as compared te ithdustry average and standard norm, which is
indicative of poor earning in terms of investmehg return on investment for SQURPHARMA(24.38%),
IBNSINA (14.39%) and AMBEEPHA (11.16%) should bensw@ered as extremely satisfactory as they are
more than the industry average ratio and as welhastandard norm and this ratios are indicativeeoy
good profitability in terms of investment. ACTIVBRE, BXPHARMA, RENETA, BEACONPHAR,
PHARMAID and BPL show a declining trend which inalies the inefficiency of the business as a whole.
From the calculated value of t it is observed thate is a significant difference in return on istveent
between industry average and 5 individual pharmiazads firms (ACTIVEFINE, IBNSINA, BXPHARMA
PHARMAID and BPL). For other pharmaceuticals thiéetdénce is insignificant.

(Insert Table-04 here)
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7.1.4 Operating Profit Ratio

Operating Profit refers to the profit of an enté&py which is obtained after deducting all opegerpenses
from gross profit. This ratio establishes the ielathip between operating profit and sales. Itesents the
overall earnings of an enterprise and one can gttax idea about the efficiency of an enterprisenfits
operating profit ratio. The higher the ratio, thettbr is the overall efficiency of the enterpri€perating
profit ratio ranging 4% to 6% is considered normtfee purpose of comparison and control by somlecasit
(Jain and Narang, Jahur, Hye). The table-04 shbasthe average operating profit ratio of the sampl
pharmaceuticals ranges from highest 29.02% in BXRMA to lowest 0.41% in BEACONPHAR. The
industry average operating profit ratio is 10.708d anost of the companies (5 out of 9) failed taiatthe
average but most of the companies’(4 out of 9) afgey profit ratio is more than standard. From the
calculated value of t it is observed that thera isignificant difference in operating profit rati@tween
industry average and almost all individual pharméicals firms except SQURPHARMA.

(Insert Table-05 here)

7.1.5 Return on Capital Employed

The most independent ratio for assessment of philfitty is the return on capital employed. It refe the
overall efficiency with which capital is used. Hef@apital Employed=Equity share capital + Prefeeenc
share capital+ Undistributed profit+ Reserve angpbig+ Long term Liabilities- Fictitious Assets.rate of
return ranging from 11% to 12% on Capital employedy be considered as reasonable for a selected
enterprise. The table-05 represents the returrapitat employed ratio of the sample pharmaceuticalthe
study period. The table shows that the averagen®ton capital employed ranges from 1.46% in BPL to
13.79% in SQURPHARMA and the average ratio is rniegdbr BXPHARMA (-7.52%). It appears from
the table that the industry average return on abpihployed is 3.59% which is not satisfactoryamis of
the standard norm. It is seen from the table tRBPHARMA has a high ratio as compared with statidar
norm, IBNSINA, AMBEEPHA and PHARMAID have a highti@ as compared to industry average.
ACTIVEFINE, BXPHARMA, RENETA, BEACONPHAR and BPL ka a lower ratio than industry
average, which is indicative of poor earning inrtgmf capital employed. From the calculated valustds
observed that there is a significant differencestoirn on capital employed between industry aveeage4
individual pharmaceuticals firms (ACTIVEFINE, SQURRRMA, and BPL). For other pharmaceuticals
the difference is insignificant.

(Insert Table-06 here)

7.1.6 Return on Total Assets

This ratio is calculated to measure the profitraftee tax against the amount invested in total tastee
ascertain whether assets are being utilized prgppenhot. Some authors consider 10% to 12% ratetafn
on total assets as reasonable norm for a profifabie and this may be considered as reasonabie farthe
selected enterprises. Table -06 shows that theaggeeturn on total assets ranges from 3.77% (wedat
BXPHARMA to 7.42% in SQURPHARMA and the averageuraton total assets for BXPHARMA is
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negative. It is seen from the table that the averagurn on total assets is 1.82% which is far afwam
standard norm. The average returns on total agkatspharmaceuticals are below the standard nehich
cannot be considered as satisfactory and desir@bke.average return on total assets of BEACONPHAR
(0.70%), BXPHARMA (-3.77%), AMBEEPHA (1.28%) and BR0.59%) are below the industry average.
The calculated ratios show a decreasing trend &t of the pharmaceuticals during the period afygtnd
lower ratios indicate the assets were not beirlgeti properly during the period. The calculatetiea of t
state that there is a significant difference immeton total assets between industry average andividual
pharmaceuticals firms (SQURPHARMA, BEACONPHAR, PHMRID and BPL). For other
pharmaceuticals the difference is insignificant.

7.2 Liquidity Ratio
The Current Ratio and Quick Ratio, Current AssetSixed Assets and Net Working Capital to Totaléiss

are used to assess liquidity position of an enisgpiThe tables (07, 08, 09, and10) depict varfmascial
ratios covering liquidity of the selected pharmdimls for the period under study.

(Insert Table-07 here)

7.2.1 Current Ratio

This ratio is a measure of the firm’s short tertvency of the firm’s liquidity. It indicates the #iby of the
company to meet its current obligations. If therent ratio is too low, the firm may have difficultymeeting
short run commitment. If the ratio is too high thien may have an excessive investment in curresgtasor

be under utilizing short term credit. Some auttmmssider 2:1 as standard norm for current ratidl&-a7
shows that the industry average current ratiod4:Q. which indicates that the industry is not ableneet its
current obligations from its current assets. Therage current ratio ranges from 0.57:1 in AMBEEPtdA
1.12:1 in SQURPHARMA. The average current ratioBBACONPHAR (0.61:1), AMBEEPHA (0.57:1)
and BPL (0.85:1) are below the industry averagevels as below the standard norm. The average curren
ratios of ACTIVEFINE (1.08:1), SQURPHARMA (1.12:1)BNSINA (1.10:1), BXPHARMA (1.06:1),
RENETA (1.08:1) and PHARMAID (0.98:1) are above ihaustry average but below the standard norm. It
is seen from the table that all these ratios arfgdan standard norm. Therefore it can be saidttitiquidity

in terms of current ratio had been quite inadequreadl the years under study for all the pharméicals. The
downward trend of current ratios of BXPHARMA, RENETBEACONPHAR, AMBEEPHA, PHARMAID
and BPL indicate the inefficient liquidity managemhé case of the selected pharmaceuticals, ttee iial
position is very unsatisfactory and the companért term solvency is threatened. From the caledla
value of t it is seen that there is a significaiffedence in current ratio between industry averagd 4
individual pharmaceuticals firms (RENETA, BEACONPRAAMBEEPHA, and PHARMAID). For other
pharmaceuticals the difference is insignificant.

(Insert Table-08 here)

7.2.2 Liquid (Quick or Acid Test) Ratio
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It measures the firm’s ability to meet short tertigations from its most liquid assets. Table-08vgh that
the industry average of liquid ratio is 0.57:1 whis very lower than the standard (1:1) ratio. Télale
reveals that the average liquid ratio ranges frog®:Q in IBNSINA and in BEACONPHAR to 1.28:1 in
ACTIVEFINE. The average liquid ratios of IBNSINA .@®:1), RENETA (0.55:1), BEACONPHAR
(0.29:1), AMBEEPHA (0.38:1) and BPL (0.43:1) arddve the industry average as well as far away from
standard norm and the average ratios of SQURPHAR0RY: 1), BXPHARMA (0.59:1), and PHARMAID
(0.70:1) are above the industry average but belmwstandard norm. It indicates that all pharmacelsti
except ACTIVEFINE (average liquid ratio is 1.28&k¥ financially very weak and have no ability ty ta
most immediate liabilities. It is also observedtitigs position is declining for most of the phaxeaticals
and it is the dangerous signal for the companiesmRhe calculated value of t it is observed thate is a
significant difference in liquid ratio between irgdty average and 4 individual pharmaceuticals firms
(ACTIVEFINE, IBNSINA, BEACONPHAR and AMBEEPHA). Fasther pharmaceuticals the difference is
insignificant.

(Insert Table-09 here)

7.2.3 Current Assetsto Fixed Assets

Another criterion for liquidity assessment is tladiog between current assets to fixed assets. akis will
differ from industry to industry and, therefore, standard can be laid down. The table-09 showstligat
industry average current asset to fixed asset§&1 It is seen from the table that the averageeat assets
to fixed assets ratio ranges from 0.40:1 in ACTIVEE to 1.06:1 in SQURPHARMA and the average ratio
for ACTIVEFINE (0.40:1), RENETA (0.51:1) and BPL.G1:1) is lower than industry average and the
average ratio for SQURPHARMA (1.06:1), IBNSINA (0:01),BXPHARMA(0.94:1), BEACONPHAR
(0.89:1), AMBEEPHA (0.92:1) and PHARMAID (0.93:F)higher than the industry average. The calculated
ratios show a decreasing trend for some pharmaedsitivhich mean that trading is slack or more
mechanization has been put through in that pharmatie¢s. From the calculated value of tit is obsérthat
there is a significant difference in current assetxed assets between industry average andd¢idual
pharmaceuticals firms (ACTIVEFINE). For all othdrgsmaceuticals the difference is insignificant.

(Insert Table-10 here)

7.2.4 Net Working Capital to Total Assets

Table-10 shows net working capital to total asesiss for the selected pharmaceuticals for theysperiod.

It is seen from the table that the industry avemageet working capital to total assets ratio i©10 The table
reveals that the average net working capital tal @$sets ratios of ACTIVEFINE (0.04), SQURPHARMA
(0.05), IBNSINA (0.02), BXPHARMA (0.01), RENETA (02) and BPL (0.04) are higher than industry
average and the average ratio of BEACONPHAR (-0 BMBEEPHA (-0.0004), PHARMAID (-0.01), are
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lower than or equal industry average. From theutated ratios it is clearly seen that the net waglkiapital
to total assets ratios are very small and for tiplegrmaceuticals the ratio is negative. Such sth#dfairs
indicates the inability and inadequacy of net wogktapital to cover the total assets of the sallesteerprise
for the period under review. From the value of isibbserved that there is a significant differeirceet
working capital to total assets between industigrage and 4 individual pharmaceuticals firms (RENET
BEACONPHAR, AMBEEPHA and PHARMAID). For other phaaceuticals the difference is insignificant.

7.3 Activity Ratios

Activity ratios show the intensity with which thierh uses its assets in generation sales. Thess iatlicate
whether the firm’s investments in current and ldaign assets are too small or too large. The obgddito
have “enough” assets but not “too many”. The talflds 12, and13) depict various activity ratiosttoé
selected pharmaceuticals for the period under study

(Insert Table-11 here)

7.3.1Inventory Turnover Ratio

This ratio is also known as stock turnover ratgtablishes relationship between sales (or cosbodlg sold)
and the total inventory (or average inventory). dwlinventory turnover may indicate an excessive
investment in inventories a high ratio often metreat the firm is running out of stock, resultingpoor
service to customers. It assists the financial mana evaluating inventory policy to avoid any danof
over stocking as a prelude to the effective utilamaof the resources of the firm. Higher the rékie better it

is because it shows that stock is rapidly turnesr oVhe table-11 shows that the industry averagenitory
turnover is 6.45 times. It is seen from the tablg the average inventory turnover ratio rangemfio47
times in BXPHARMA to 19.99 times in ACTIVEFINE. Sa@rauthors consider 8 to 9 times of inventory
turnover ratio as the reasonable norm for an efficconcern. From the study it is seen that theagee
inventory turnover for all selected pharmaceusicakcept three pharmaceuticals, ACTIVEFINE(19.99
times), BEACONPHAR (9.52), PHARMAID (8.13), is lowthan the industry average as well as standard
norm which implies excessive inventory levels at@v moving or obsolete inventories. If it is tHesolete
inventories then it has to be written off. Thishaillversely affect the working capital and liquydibsition of
the firm. The calculated ratios indicate that thke snanagement of the selected pharmaceuticalslmsaid

to be efficient to sell its product. The valuestdftate that there is a significant difference rimeintory
turnover between industry average and 4 indivigharmaceuticals firms (ACTIVEFINE, SQURPHARMA,
IBNSINA and BXPHARMA). For other pharmaceuticalgttiifference is insignificant.

(Insert Table-12 here)

7.3.2 Net Fixed Assets Turnover

The ratio indicates the extent of generating sabésme in terms of net fixed assets. Some authamsider
that an ideal fixed assets turnover for an entsgpshould be 5 times of net fixed assets and hbicenay
also be considered so far over selected case. -I&2b#hows the net fixed assets turnover ratiosHer
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selected pharmaceuticals for the study period. Rtwrcalculated ratios it is seen that the industgrage
net fixed assets turnover is 1.89 which is far afvayn the standard. The average ratio ranges fr&@ 0
times in BXPHARMA to 4.41 times in BPL. The averagatio of ACTIVEFINE (1.17times),
SQURPHARMA (1.41times), IBNSINA (1.16 times), BXPH4VIA (0.58 times), RENETA (0.94 times)
and AMBEEPHA (1.45 times) is lower than industrgege as well as very lower than standard. Onggethr
pharmaceuticals, BEACONPHAR (3.87 times), PHARMAIDO2 times), BPL (4.41 times), have average
ratio more than industry average but lower thandaed. This low level of ratio indicates poor salekime

in terms of fixed assets. This indicates an ineffit use of fixed capital. From the calculated eadfit it is
observed that there is a significant differencaéh fixed assets turnover between industry avesage7
individual pharmaceuticals firms (ACTIVEFINE, IBNSA, BXPHARMA, RENETA, BEACONPHAR,
AMBEEPHA, and BPL). For other pharmaceuticals thetence is insignificant.

(Insert Table-13 here)

7.3.3 Total Assets Turnover

Another activity ratio is total assets turnoverislis a measure of the extent of generating salésrins of
the total assets. A standard norm of 200% (i.em&g) of this ratio is considered norm by some argtifor an
industrial enterprise. This may also be taken ab $or our selected pharmaceuticals. Table-13 teubat
the average total assets turnover ratio ranges fo8® times in BXPHARMA to 2.04 times in
BEACONPHAR and the industry average is 0.90 timéghvis very lower than standard norm. It is seen
from the table that the average ratio of ACTIVEFIMEB1 times), SQURPHARMA (0.69 times), IBNSINA
(0.65 times), BXPHARMA (0.30 times), RENETA (0.6&hes) and AMBEEPHA (0.77 times) is lower than
the industry average as well as standard norm,thmitaverage ratio of BEACONPHAR (2.04 times),
PHARMAID (1.00 time), BPL (1.24 times) is highdyain industry average as well as standard norm. From
the calculated value of t it is observed that thera significant difference in total assets tumoletween
industry average and 6 individual pharmaceuticaissd (SQURPHARMA, IBNSINA, BXPHARMA,
RENETA, AMBEEPHA and BEACONPHAR). For other pharreaticals the difference is insignificant.

7.4 Solvency Ratios

Debt-Equity ratio and Debt to Total Assets ratie @ammonly used solvency ratios. The tables (141&)d
depict various solvency ratios of the selected pla@euticals for the period under study.

(Insert Table-14 here)

7.4.1 Debt-Equity Ratio

Equity represents a “cushion” for share-holderss T$ha ratio calculated to measure the relatiepertions

of outsiders’ funds and shareholder’ funds investedthe company. This ratio is also known as

external-internal equity ratio. The standard rasi®:1. The table-14 shows the debt-equity ratiotfe

selected pharmaceuticals for the study period.rigvealed from the table that the average delityegtio is

2.12:1.The debt-equityatio ranges from 0.33:1 in ACTIVEFINE to 7.23:1AMBEEPHA. It is seen from
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the table that the average ratio of ACTIVEFINE @13, SQURPHARMA (1.08:1), IBNSINA (0.65:1),
RENETA (1.24:1) and BPL (0.65:1) is lower than thdustry average as well as standard norm, but the
average ratio of BXPHARMA (2.27:1), BEACONPHAR (9:1), AMBEEPHA (7.23:1) and PHARMAID
(2.44:1) is higher than the industry average as agettandard norm. These low levelglebt-equity ratio of
ACTIVEFINE, SQURPHARMA, IBNSINA, RENETA and BPmean that the claims of creditors are lower
than those of owners and the company has not liparaed debt to finance its assets. It indicates a
inefficient financial management. On the other hatm position is strong for BXPHARMA,
BEACONPHAR, AMBEEPHA and PHARMAID. From the calctda value of t it is seen that there is a
significant difference in debt-equity ratio betweaadustry average and 7 individual pharmaceutifiatss
except BXPHARMA and BEACONPHAR.

(Insert Table-15 here)

7.4.2 Debt to Total Assets Ratio

The objective of this ratio is to assign what potof total assets (debt + equity) is collectednfidebt. Some
authors consider that debt to total assets rataldibe 50% for an industrial enterprise. The tdlieshows
the debt to total assets ratio for the selectedrpaeeuticals for the study period. It is observedfthe table
that the industry average debt equity ratio is 3@ich is lower than the standard norm. It is alsersfrom
the table that the average ratio ranges from 7%GiIVEFINE to 83% in AMBEEPHA. The calculated
ratios indicate the claim of creditors is abouteéoy small in percentage to the shareholders of MEFINE
(7%), SQURPHARMA (28%), IBNSINA (35%), RENETA (33%)and BEACONPHAR (24%),
PHARMAID (27% and BPL (13%) Such a lower ratio a@flds to total assets of selected pharmaceuticals
reveals the fact that they are less dependent bhrdéeher than on their own capital for financirhgpit
projects. On the other hand the average ratio ®#BXRMA (75%) and AMBEEPHA (83%) is higher than
the average as well as the standard norm whiclcatet that BXPHARMA and AMBEEPHA are more
dependent on debt rather than their own capitafifancing project. From the calculated value d@fis
observed that there is a significant differencdehbt to total assets between industry average amivédual
pharmaceuticals firms (ACTIVEFINE, BXPHARMA, BEACONAR, AMBEEPHA, PHARMAID and
BPL). For other pharmaceuticals the differencessgnificant.

8. Testing financial soundness of selected Phar maceutical Companies:

After examining profitability, liquidity, activityand solvency of selected Pharmaceutical Compamiss jt

is necessary to examine the overall financial snesd of these companies during the study periothisn
context Multivariate Discriminate Analysis (MDA) rdel as developed by Prof. Altman may be considered
worth while. The said model can give some roughaidéout the financial soundness of the selected
Pharmaceuticals. He developed the following equdtio judging the financial soundness of an entsepr

Z=0.012T7 + 0.014T, + 0.033F + 0.006T, + 0.999F
Where;

T: Working Capital / Total Assets
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P Retained earnings / Total Assets

E: Earning before interest & taxes / Total Assets
T: Market value of equity / Total debt

E: Sales / Total Assets

Z: Overall index

In order to test the overall financial soundnesthefselected pharmaceuticals, it needs to catcthatratios
of working capital to total assets, retained eaysito total assets, earning before interest & taadstal
assets, market value of equity to book value a@ltdébt and sales to total assets.

(Insert Table-16 here)

The table-16 depicts the year wise as well as gegpasition of the ratios of working capital toaioassets,
retained earnings to total assets, earning befdezast and taxes to total assets, market valeguaity to
total debt and sales to total assets.

(Insert Table-17 here)

The Table-17 shows the year-wise as well as avgragition of Z's score of the sample pharmaceuical
during the study period. After putting the respeztverage values of;,TT,, Ts, T, and T, in the aforesaid
equations as developed by Prof. Altman, Z score egtisnatedThe average Z score ranges from 0.30 in
BXPHARMA to 2.03 in BEACONPHAR and the industry azge Z score is 0.91 comparing with Prof.
Altman’s conclusion that firms with Z score abov@2were solvent while those below Z score of In@te
bankruptAverage Z score of sample pharmaceutical ACTIVEFINES3), SQURPHARMA (0.73),
IBNSINA (0.65), BXPHARMA (0.30), RENETA (0.63), AMBEPHA (0.75) are lower than the industry
average as well as the range provided by Prof. &itnOn the other hand average Z score of sample
pharmaceuticals of PHARMAID (1.00) and BPL (1.24¢ higher than the industry average but lower than
the range provided by Prof. Altman. Only Z scor8BACONPHAR (2.03) exists within the range provided
by Prof. Altman. The table shows the position ofilraptcy at a lower level during the period for e
selected pharmaceuticals except BEACONPHAR.

It can be concluded that the overall financial siness of the sample Industry during the study pehnid
been worst leading to total bankruptcy of the indus-rom the calculated value of t it is obsertieat there

is a significant difference in Z score between stdy average and 6 individual pharmaceuticals firms
(SQURPHARMA, IBNSINA, BXPHARMA, RENETA, BEACONPHARand AMBEEPHA). For other
pharmaceuticals the difference is insignificant.
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9. Conclusions

From the discussion it can be concluded that thenfiial position and operational performance oftlost of

the selected pharmaceuticals were not satisfactbiyinefficiency of financial management may beajor
cause for such a poor position of the state ofraff8y applying Prof. Altman’s MDA model it is se¢hat

the overall financial position of the sample phacmaicals was at the lower level of bankruptcy @xcamly

one pharmaceuticals (BEACONPHAR). The main reastinbuted to such a situation were reported to be
poor market demands, scarcity of raw materialsh lsigmpetition, vanished quota system, management in
attention, lack of realistic goals, strict govermeegulations, political instability, increasedger of raw
materials and others adverse environmental fatrsin order to save the pharmaceuticals froml tota
bankruptcy the financial performance of the sarppl@armaceuticals should be improved as early ashpess

The followings are the recommendations:

i. The financial management specially purchase, saddsnventory management have to be motivated,
so that they act all the tasks cordially, efficigrind honestly.

ii. The Pharmaceuticals should regularly make use ta§ emalysis and measure should be taken to
improve undesirable ratios at least as to the pfimdustry’s average.

iii. Qualified, trained and experienced management peetshould be appointed.
iv. Government regulations should be flexible and gadicould be realistic.

v. Operational efficiency should be increased by radycost and wastage and improving operating and
management performance. Supply of working capitalld be adequate.

vi. Liquidity position of the selected Pharmaceuticiisuld be improved by reducing current liabilities.

vii. A reasonable credit policy should be implementedhst the main portion of profit does not spend in
payment of fixed charges.

viii. Accountability and motivation for achievement offoemance should be fixed up.
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Table-01: Gross Profit Margin
Name of thel 2005-06| 2006-07| 2007-08| Mean | Industry| S.D t —value | Table Result
Pharmaceuticals Mean (Absolute | value* (Ho)
value)
ACTIVEFINE 11 13.56 13.51 | 12.69| 17.69 1.46 5.95 4.30 Rejected
SQURPHARMA 22.13 22.84 16.87 | 20.61| 17.69 3.26 1.55 4.30 | Accepted
IBNSINA 21.98 21.46 19.89 | 21.11( 17.69 1.09 5.43 4.30 Rejected
BXPHARMA 39.03 29.18 35.08 | 34.43( 17.69 4.96 5.83 4.30 Rejected
RENETA 9.62 10.12 11.82 | 10.52| 17.69 1.15 10.86 4.30 Rejected
BEACONPHAR 9.70 9.28 9.27 9.42 17.69 | 0.25 59.07 4.30 | Rejected
AMBEEPHA 18.44 19.90 2257 | 20.30( 17.69 2.09 2.16 4.30 | Accepted
PHARMAID 14.16 14.25 14.32 | 14.24| 17.69 0.08 69.00 4.30 Rejected
BPL 16.22 16.23 15 15.82| 17.69 0.71 4.56 4.30 Rejected
Source: Annual Report and Official Records of tekested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-02: Net Profit Margin
Name of the 2005-06| 2006-07 | 2007-08| Mean Industry | S.D t —value Table Result
Pharmaceuticals Mean (Absolute | value* (Ho)
value)
ACTIVEFINE 1.80 2.40 2.53 2.24 1.35 0.39 3.87 4.30 Accepted
SQURPHARMA 13.31 11.13 7.83 10.75 1.35 2.76 5.88 4.30 Rejected
IBNSINA 3.87 4.67 4.78 4.44 1.35 0.50 10.66 4.30 Rejected
BXPHARMA (4.01) (23.30) | (12.79) | (13.36) 1.35 9.66 2.64 4.30 Accepted
RENETA 2.71 3.35 4.50 3.52 1.35 0.91 4.09 4.30 Accepted
BEACONPHAR 0.52 0.22 0.30 0.34 1.35 0.16 11.22 4.30 Rejected
AMBEEPHA 0.97 0.96 2.28 1.40 1.35 0.76 0.11 4.30 Accepted
PHARMAID 2.34 2.50 2.26 2.37 1.35 0.12 14.57 4.30 Rejected
BPL 0.72 0.52 0.20 0.48 1.35 0.26 5.80 4.30 Rejected

Source: Annual Report and Official Records of thlested Pharmaceuticals

*Significant at the 0.05 level (2-tailed).
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Table-03: Return on Investment
Name of the 2005-06| 2006-07| 2007-08 Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 257 2.93 3.09 2.86 6.67 0.27 23.81 4.30 Rejected
SQURPHARMA | 20.72 32.93 19.48 | 24.38 6.67 7.43 4.13 4.30 Accepted
IBNSINA 11.79 15.73 15.64 14.39 6.67 2.25 5.94 4.30 Rejected
BXPHARMA (1.39) | (6.74) | (3.19) | -3.77 6.67 2.72 6.65 4.30 Rejected
RENETA 3.69 4.79 6.20 4.89 6.67 1.26 2.44 4.30 Accepted
BEACONPHAR 4.77 2.01 2.21 3.00 6.67 1.54 4.13 4.30 Accepted
AMBEEPHA 6.85 8.90 17.72 11.16 6.67 5.78 1.34 4.30 Accepted
PHARMAID 2.27 2.35 2.45 2.36 6.67 0.09 86.2 4.30 Rejected
BPL 0.75 0.76 0.70 0.74 6.67 0.03 296.5 4.30 Rejected
Source: Annual Report and Official Records of tkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-04: Operating Profit Ratio
Name of the 2005-06 | 2006-07 [ 2007-08| Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 3.92 5.27 5.32 4.84 10.70 0.79 12.74 4.30 Rejected
SQURPHARMA 19.63 20.89 14.78 18.43 10.70 3.23 4.13 4.30 Accepted
IBNSINA 18.09 16.47 15.18 16.58 10.70 1.46 7.00 4.30 Rejected
BXPHARMA 29.61 23.34 34.11 29.02 10.70 541 5.85 4.30 Rejected
RENETA 2.99 4.02 5.55 4.19 10.70 1.29 8.68 4.30 Rejected
BEACONPHAR 0.61 0.26 0.35 0.41 10.70 0.18 102.9 4.30 Rejected
AMBEEPHA 14.10 16.01 17.87 15.99 10.70 1.89 4.85 4.30 Rejected
PHARMAID 2.85 3.05 2.35 2.75 10.70 0.36 37.86 4.30 Rejected
BPL 4.23 3.35 4.78 4.12 10.70 0.72 15.67 4.30 Rejected

Source: Annual Report and Official Records of tbkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table-05: Return on Capital Employed
Name of the 2005-06( 2006-07 | 2007-08 Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 2.03 2.32 2.45 2.27 3.59 0.21 11.00 4.30 Rejected
SQURPHARMA 15.02 15.69 10.65 13.79 3.59 2.74 6.46 4.30 Rejected
IBNSINA 3.70 5.01 5.60 4.77 3.59 0.97 2.11 4.30 Accepted
BXPHARMA (232) | (14.9) | (5.35) | (7.52) | 3.59 6.57 2.92 430 | Accepted
RENETA 0.35 3.09 4.31 2.58 3.59 2.03 0.86 4.30 Accepted
BEACONPHAR 4.77 2.01 2.21 3.00 3.59 1.54 0.66 4.30 Accepted
AMBEEPHA 4.06 4.92 13.62 7.53 3.59 5.29 1.29 4.30 Accepted
PHARMAID 3.70 4.33 5.21 4.41 3.59 0.76 1.86 4.30 Accepted
BPL 1.53 1.59 1.25 1.46 3.59 0.18 21.3 4.30 Rejected
Source: Annual Report and Official Records of tkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-06: Return on Total Assets
Name of the 2005-06| 2006-07| 2007-08 Mean | Industry | S.D t —value Table Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 1.61 1.88 2.01 1.83 1.82 0.20 .08 4.30 Accepted
SQURPHARMA 9.00 8.27 5.00 7.42 1.82 2.13 4.55 4.30 Rejected
IBNSINA 2.31 3.11 3.20 2.87 1.82 0.49 3.75 4.30 Accepted
BXPHARMA (1.39) | (6.74) | (3.19) | (3.77) 1.82 2.72 3.56 4.30 Accepted
RENETA 2.23 3.09 4.31 3.21 1.82 1.05 2.28 4.30 Accepted
BEACONPHAR 1.04 0.46 0.61 0.70 1.82 0.30 6.59 4.30 Rejected
AMBEEPHA 0.82 1.02 2.00 1.28 1.82 0.63 15 4.30 Accepted
PHARMAID 2.12 2.26 2.45 2.28 1.82 0.17 4.6 4.30 Rejected
BPL 0.75 0.76 0.25 0.59 1.82 0.29 7.24 4.30 Rejected

Source: Annual Report and Official Records of thlested Pharmaceuticals

*Significant at the 0.05 level (2-tailed).
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Table-07: Current Ratio
Name of the 2005-06 | 2006-07 | 2007-08( Mean | Industry| S.D t —value Table Result
Pharmaceuticals Mean (Absolute | value* (Ho)
value)
ACTIVEFINE 1.26:1 1511 1.74:1 | 1.08:1| 0.94:1 | 0.24 1.00 4.30 Accepted
SQURPHARMA 1.05:1 1.09:1 1.21:1 | 1.12:1| 0.94:1 | 0.08 3.60 4.30 Accepted
IBNSINA 0.98:1 1.13:1 1.19:1 | 1.10:1| 0.94:1 | 0112 2.67 4.30 Accepted
BXPHARMA 1.27:1 0.98:1 0.92:1 | 1.06:1 | 0.94:1 | 0.19 1.09 4.30 Accepted
RENETA 1.09:1 1.08:1 1.06:1 | 1.08:1 | 0.94:1 | 0.02 14.00 4.30 Rejected
BEACONPHAR 0.70:1 0.60:1 0.52:1 | 0.61:1| 0.94:1 | 0.09 6.60 4.30 Rejected
AMBEEPHA 0.58:1 0.56:1 0.56:1 | 0.57:1 | 0.94:1 | 0.01 61.67 4.30 Rejected
PHARMAID 0.98:1 0.97:1 0.98:1 | 0.98:1| 0.94:1 | 0.01 6.67 4.30 Rejected
BPL 0.98:1 0.90:1 0.67:1 | 0.85:1 | 0.94:1 | 0.16 1.00 4.30 Accepted
Source: Annual Report and Official Records of tekested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-08: Liquid/ Quick/ Acid Test Ratio
Name of the 2005-06] 2006-07 | 2007-08( Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 1.06:1 1.31:1 147:1 | 1281 057:1 | 0.21 464.33 4.30 Rejected
SQURPHARMA | 0.58:1 0.66:1 0.69:1 | 0.64:1| 057:1 | 0.06 2.33 4.30 Accepted
IBNSINA 0.35:1 0.34:1 0.18:1 | 0.29:1| 0.57:1 | 0.10 4.67 4.30 Rejected
BXPHARMA 0.68:1 0.52:1 0.57:1 | 0.59:1| 0.57:1 | 0.08 0.40 4.30 Accepted
RENETA 0.51:1 0.66:1 0.49:1 | 055:11| 0.57:1 | 0.09 0.40 4.30 Accepted
BEACONPHAR | 0.32:1 0.23:1 0.33:1 | 0.29:1| 0.57:1 | 0.06 9.33 4.30 Rejected
AMBEEPHA 0.42:1 0.37:1 0.34:1 | 0.38:1| 0.57:1 | 0.04 9.50 4.30 Rejected
PHARMAID 0.59:1 0.76:1 0.74:1 | 0.70:1| 0.57:1 | 0.09 2.60 4.30 Accepted
BPL 0.47:1 0.50:1 0.32:1 | 0.43:1| 057:1 | 0.10 2.33 4.30 Accepted

Source: Annual Report and Official Records of tekested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table-09: Current Assetsto Fixed Assets
Name of the 2005-06| 2006-07| 2007-08 Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 0.35:1 | 0.40:1 | 0.46:1 | 0.40:1| 0.78:1 0.06 12.67 4.30 Rejected
SQURPHARMA | 0.66:1 | 0.96:1 | 1.56:1 | 1.06:1| 0.78:1 0.46 1.04 4.30 Accepted
IBNSINA 0.58:1 | 0.74:1 1.04:1 | 0.79:2| 0.78:1 0.23 0.08 4.30 Accepted
BXPHARMA 1.04:1 | 1.16:1 | 0.61:1 | 0.94:1 | 0.781 0.29 0.94 4.30 Accepted
RENETA 0.44:1 | 043:1 | 0.66:1 | 0.51:1| 0.781 0.13 3.38 4.30 Accepted
BEACONPHAR 1.22:1 | 0.85:1 | 0.60:1 | 0.89:1| 0.78:1 0.31 0.61 4.30 Accepted
AMBEEPHA 0.82:1 | 0.90:1 | 1.03:1 | 0.92:1| 0.781 0.11 2.33 4.30 Accepted
PHARMAID 0.79:1 | 0.90:1 | 1.09:1 | 0.93:1| 0.781 0.15 1.67 4.30 Accepted
BPL 0.50:1 | 0.74:1 | 0.60:1 | 0.61:1| 0.781 0.12 2.43 4.30 Accepted
Source: Annual Report and Official Records of tkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-10: Net Working Capital to Total Assets
Name of the 2005-06| 2006-07 | 2007-08 Mean Industry S.D t —value Table Result
Pharmaceuticals Mean (Absolute | value* (Ho)
value)
ACTIVEFINE (0.01) 0.04 0.08 0.04 (0.01) 0.04 2.50 4.30 | Accepted
SQURPHARMA 0.02 0.04 0.10 0.05 (0.01) 0.04 3.00 4.30 | Accepted
IBNSINA (0.01) 0.05 0.01 0.02 (0.01) 0.04 1.50 4.30 | Accepted
BXPHARMA 0.02 (0.01) (0.04) 0.01 (0.01) 0.03 1.00 4.30 | Accepted
RENETA 0.03 0.02 0.02 0.02 (0.01) 0.001 30.00 4.30 Rejected
BEACONPHAR | (0.23) (0.31) (0.35) (0.30) (0.01) 0.06 10.33 4.30 Rejected
AMBEEPHA (0.0003)( (0.0004) | (0.0004)| (0.0004) | (0.01) | 0.0001 104.00 4.30 Rejected
PHARMAID (0.01) (0.01) (0.01) (0.01) (0.01) 0.003 10.00 4.30 Rejected
BPL (0.01) (0.05) 0.18 0.04 (0.01) 0.12 0.71 4.30 | Accepted

Source: Annual Report and Official Records of tbkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table-11: Inventory Turnover
Name of the 2005-06| 2006-07| 2007-08 Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 22.30 21.00 16.67 | 19.99 6.45 2.95 19.07 4.30 Rejected
SQURPHARMA 4.09 4.26 2.76 3.70 6.45 0.82 5.85 4.30 Rejected
IBNSINA 1.66 2.09 1.56 1.77 6.45 0.28 29.25 4.30 Rejected
BXPHARMA 1.52 1.16 1.74 1.47 6.45 0.29 29.29 4.30 Rejected
RENETA 3.64 5.64 2.79 4.03 6.45 1.46 2.88 4.30 Accepted
BEACONPHAR 6.75 7.45 14.36 9.52 6.45 4.21 1.08 4.30 Accepted
AMBEEPHA 3.82 5.70 4.14 4.55 6.45 1.01 3.28 4.30 Accepted
PHARMAID 5.44 8.81 10.15 8.13 6.45 2.43 1.20 4.30 Accepted
BPL 3.35 5.67 5.55 4.86 6.45 1.31 2.09 4.30 Accepted
Source: Annual Report and Official Records of tkested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-12: Net Fixed Assets Turnover
Name of the 2005-06| 2006-07| 2007-08 Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 1.22 1.12 1.17 1.17 1.89 0.05 24.00 4.30 Rejected
SQURPHARMA 1.13 1.45 1.64 1.41 1.89 0.26 3.20 4.30 Accepted
IBNSINA 0.95 1.16 1.36 1.16 1.89 0.21 6.08 4.30 Rejected
BXPHARMA 0.71 0.63 0.40 0.58 1.89 0.16 14.56 4.30 Rejected
RENETA 0.86 0.96 1.00 0.94 1.89 0.07 23.75 4.30 Rejected
BEACONPHAR 4.43 3.96 3.23 3.87 1.89 0.60 5.66 4.30 Rejected
AMBEEPHA 1.29 1.56 151 1.45 1.89 0.14 5.50 4.30 Rejected
PHARMAID 1.72 1.71 2.63 2.02 1.89 0.53 0.42 4.30 Accepted
BPL 2.34 2.87 2.03 4.41 1.89 0.42 10.50 4.30 Rejected

Source: Annual Report and Official Records of thlested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table-13: Total Assets Turnover
Name of 2005-06| 2006-07| 2007-08| Mean | Industry | S.D t —value Table Result
the Pharmaceuticals Mean (Absolute | value* (Ho)
value)
ACTIVEFINE 0.89 0.76 0.79 0.81 0.90 0.07 2.25 4.30 Accepted
SQURPHARMA 0.68 0.74 0.64 0.69 0.90 0.05 7.00 4.30 Rejected
IBNSINA 0.60 0.67 0.67 0.65 0.90 0.04 12.50 4.30 Rejected
BXPHARMA 0.35 0.29 0.25 0.30 0.90 0.05 20.00 4.30 Rejected
RENETA 0.59 0.67 0.60 0.62 0.90 0.04 14.00 4.30 Rejected
BEACONPHAR 1.99 2.13 2.00 2.04 0.90 0.08 22.80 4.30 Rejected
AMBEEPHA 0.72 0.84 0.74 0.77 0.90 0.06 4.33 4.30 Rejected
PHARMAID 0.90 0.87 1.23 1.00 0.90 0.20 0.83 4.30 Accepted
BPL 1.04 1.40 1.27 1.24 0.90 0.18 3.40 4.30 Accepted
Source: Annual Report and Official Records of tekested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
Table-14: Debt-Equity Ratio
Name of the 2005-06| 2006-07| 2007-08( Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 0.35 0.32 0.31 0.33:1 2.12:1 0.02 179.00 4.30 Rejected
SQURPHARMA 1.14 1.18 0.92 1.08:1 2.12:1 0.14 13.00 4.30 Rejected
IBNSINA 0.60 0.61 0.75 0.65:1| 2.12:1 0.08 29.40 4.30 Rejected
BXPHARMA 2.03 2.45 2.33 2.271 2.12:1 0.22 1.15 4.30 Accepted
RENETA 1.29 1.14 1.29 1.24:1 2.12:1 0.09 17.60 4.30 Rejected
BEACONPHAR 3.59 3.33 2.64 3.19:1| 2.12:1 0.49 3.82 4.30 Accepted
AMBEEPHA 6.97 7.44 7.28 7.23:1 2.12:1 0.24 36.50 4.30 Rejected
PHARMAID 2.21 2.48 2.71 2.44:1 2.12:1 0.25 2.29 4.30 Accepted
BPL 0.39 0.58 0.98 0.65:1| 2.12:1 0.30 8.65 4.30 Rejected

Source: Annual Report and Official Records of thlested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table-15: Debt to Total Assets Ratio
Name of the 2005-06| 2006-07| 2007-08( Mean | Industry | S.D t —value Table | Result (Ho)
Pharmaceuticals Mean (Absolute | value*
value)
ACTIVEFINE 0.08 0.07 0.06 0.07 0.36 0.01 48.33 4.30 Rejected
SQURPHARMA 0.30 0.31 0.24 0.28 0.36 0.04 4.00 4.30 Accepted
IBNSINA 0.35 0.36 0.34 0.35 0.36 0.01 1.67 4.30 Accepted
BXPHARMA 0.74 0.76 0.74 0.75 0.36 0.01 65.00 4.30 Rejected
RENETA 0.36 0.33 0.30 0.33 0.36 0.03 1.50 4.30 Accepted
BEACONPHAR 0.20 0.25 0.27 0.24 0.36 0.04 6.00 4.30 Rejected
AMBEEPHA 0.82 0.83 0.83 0.83 0.36 0.005( 156.67 4.30 Rejected
PHARMAID 0.30 0.27 0.24 0.27 0.36 0.03 4.50 4.30 Rejected
BPL 0.13 0.17 0.10 0.13 0.36 0.04 11.50 4.30 Rejected

Source: Annual Report and Official Records of tekested Pharmaceuticals
*Significant at the 0.05 level (2-tailed).
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Table: 16 (Ratiosfor Testing Financial Soundness)

Ratios | ACTIVEFINE | SQURPHARMA | IBNSINA | BXPHARMA | RENETA | BEACONPHAR | AMBEEPHA
Working (0.005) 0.019 (0.007) 0.108 0.026 (0.233) (0.0003)
Capital to 0.040 0.401 0.047 (0.012) 0.024 (0.307) (0.0004)

Total 0.080 0.104 0.080 (0.035) 0.024 (0.348) (0.0004)
Assets (in 0.038 0.174 0.04 0.021 0.025 (0.296) (0.0004)

time) 0.042 0.200 0.044 0.077 0.001 0.0583 0.00001
Retained 0.007 0.09 0.016 (0.014) (0.039) (0.314) 0.0067
Earnings 0.012 0.083 0.001 (0.067) (0.036) (0.329) 0.0079
to Total 0.017 0.050 0.003 (0.032) (0.022) (0.390) 0.0164
Assets (in 0.012 0.074 0.007 (0.037) (0.032) (0.344) 0.0103

time) 0.005 0.021 0.008 0.027 0.009 0.041 0.0053

Earning 0.019 0.124 0.078 0.077 0.37 0.048 0.099

before 0.022 0.129 0.103 0.024 0.047 0.050 0.132

interest 0.024 0.092 0.095 0.036 0.051 0.057 0.137
and taxes 0.022 0.115 0.092 0.045 0.156 0.052 0.123

to Total 0.003 0.020 0.013 0.028 0.185 0.005 0.021
Assets (in

time)

Market 2.86 0.88 1.67 0.49 0.78 0.28 0.143
value of 3.125 0.85 1.64 0.41 0.88 0.30 0.134
equity to 3.23 1.09 1.33 0.43 0.78 0.38 0.137

Total 3.072 0.94 1.547 0.443 0.813 0.32 0.138
Debt (in 0.191 0.131 0.188 0.042 0.058 0.053 0.005

time)

Sales to 0.89 0.68 0.59 0.35 0.59 1.99 0.709

Total 0.76 0.74 0.68 0.29 0.67 2.13 0.819
Asset (in 0.79 0.64 0.67 0.25 0.60 2.00 0.721

time) 0.813 0.687 0.647 0.297 0.62 2.04 0.749

0.068 0.050 0.049 0.050 0.043 0.078 0.060

Source: Annual Report and Official Records of tkested Pharmaceuticals industry, (2005-2008)
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Table: 17 (Analysis of Z score)
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Name of the | 2005-06| 2006-07| 2007-08/ Mean | Industry | S.D | t—value | Table Result
Pharmaceuticalg Mean (Absolute| value* (Ho)
value)
ACTIVEFINE 0.91 0.78 0.81 0.83 0.91 0.07 2.00 4.30 | Accepted
SQURPHARMA | 0.69 0.75 0.76 0.73 0.91 0.04 9.00 4.30 Rejected
IBNSINA 0.60 0.68 0.68 0.65 0.91 0.05 8.67 4.30 Rejected
BXPHARMA 0.35 0.29 0.25 0.30 0.91 0.05| 20.33 4.30 Rejected
RENETA 0.61 0.68 0.61 0.63 0.91 0.04 14.00 4.30 Rejected
BEACONPHAR | 1.99 2.12 1.99 2.03 0.91 0.08 | 22.40 4.30 Rejected
AMBEEPHA 0.71 0.82 0.73 0.75 0.91 0.06 5.33 4.30 Rejected
PHARMAID 0.90 0.88 1.23 1.00 0.91 0.20 0.75 4.30 | Accepted
BPL 1.07 1.41 1.24 1.24 0.91 0.18 3.30 4.30 | Accepted

*Significant at the 0.05 level (2-tailed).

List of Pharmaceuticals under study:

Name of the Phar maceuticals

Short name used

Active Fine Chemicals Limited ACTIVEFINE
Square Pharmaceuticals Limited SQURPHARMA
The Ibn Sina Pharmaceuticals Itd. IBNSINA
Beximco Pharma BXPHARMA
Renata Ltd. RENATA
Beasel Pharmaceuticals Limited BEACONPHAR
Ambee Pharma AMBEEPHA
Pharma Aids PHARMAID
Beacon Pharmaceuticals Limited BPL
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