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Abstract

Fertilizer is the main ingredient of the agricuéiusector which is the back bone of the Pakistaoemy.
Presently Pakistan contributes approximately”’iffo the agriculture sector. In order to cultivated promote
the agriculture sector of the country, it is criida the fertilizer sector to nurture in a profita manner. The
main purpose of the financial analysis is to coraphe profitability, expansion of the company amdhificial
soundness of the sector. In this study, the reBeanmade an effort to explore the financial sousdnand
performance of the Fertilizer Sector in which 7 pamies namely Engro Fertilizer Limited (EFL), Fadim
Fertilizer Limited (FFL), Fauji Fertilizer LimitedFFL), Fauji Bin Qasim Limited (FBL), Dawood Heresl
Fertilizers Limited (DHFL), Pak Arab Fertilizersrhited (PFL), Agritech Fertilizers Limited (AGL) atisted
on Karachi Stock Exchange, KSE (100) for the pewd®010 — 2013, on the basis of setting up affdia
between the items of the financial position andiicial performance. In order to build the relatldpsvarious
types of ratios such as solvency, liquidity, attiviprofitability and market ratios are used. Tihmet frame
obtained for the study is four years from 2010 +30

Keywords:. Fertilizer Sector, Ratios, Financial Statements.

1. Introduction

Undoubtedly, Agriculture acts as a back born ofnecoic growth and development in Pakistan. It has a
fundamental role in the economy. The role of adtira in economic development has been viewed as an
unseen pillar. Agriculture sector acts as a cryzéat in any strategy of economic progress, espygda@ the 61
low income developing countries. The few reasondowef productivity of agriculture sector in developi
countries are soil degradation (soil salinity, &fkty, erosion and soil fertility depletion), degtion of water
resources, mismanagement of irrigation system,dibibution of the land in small parts and poomfang
practices. With all these, the use of agriculturputs, particularly of fertilizer is scarce and deguate and
quality of seeds and pesticides are hard to availab

1.1. Fertilizer

Fertilizer can be defined as a chemical or natsmbktance used to make soil or land more fertitst Bsed by
ancient farmers, fertilizer technology developegngicantly as the chemical needs of growing plantre
discovered. Through fertilizers, farms get enaloleptoduce a sustained high level of production.yTaee
conceivably the extremely important agriculturadut, since they are directly responsible for 40-68f%ll food
productions (Hoyum, 2012) . It is nearly impossitiénflate agricultural growth rates without inasing use of
fertilizer (African Union, 2006). Hence, the usaifdertilizer would facilitate farmers to increageductivity or
profits and would be able to produce marketablelsarand therefore move out of traditional agrietdt
towards commercial agriculture and into the maieah of market economy. The major dilemma whidbeisng
faced by our farmers is the declining land produistiwith reduced crop yields. The main reason educed
land productivity is poor soil caused by continuauspping without using sufficient mineral fertdizs and
manures. Crop fertilization is the main tool aviaiéa Fertilizers are those chemical compoundstieiis plant
to grow faster and earlier. The procedure of thpplication is through the soil or through leavBsere are two
types of fertilizer, one is organic and the oth&rinorganic. Both are called "manure”. The elemeaftthe
Fertilizer that provide vital plant nutrients aré&rgen(N), Phosphorus(P),Zink(Zn), Boron(B) andpBur (S).
The function of Nitrogen is that it provides indlgirthe green impact which the farmer thinks thal impact of
any good fertilizer, while Phosphorus plays majiein root growth, energy transfer activities wiiththe plant
and finally in crop yield. To attain the utmost guativity from land it is essential to have a bakarin
fertilization. It can be explained as for increaseap productivity, the effective use of fertilisesnd other inputs
are essential.

1.2. Key Divers of the fertilizer sector

The key drivers of the fertilizer sector are shawa figure below:
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Figurel. Key driversof thefertilizer sector

1.2.1. Fertilizer prices

In fertilizer industry revenue depends on fertitipeices and the quantity of fertilizer companiedi. Fertilizer
prices are driven by industry capacity, rivalry gamies (competition among firms), and marginal pomis’
cost, proximity to customers, inventory, and demand

1.2.2. Fertilizer demand and purchases

Demand, in turn, is driven by fertilizer pricesppreconomics, currencies, cycles, economic actiaityl macro
factors like subsidy programs. Crop economics &brfi factors like crop inventory, crop demand ang@ply,
and crop prices, which depend on economic actifilpd consumption, diet patterns, crop yields, ieatr
application, weather, plantation, and energy cormiam.

1.2.3. Thecost of raw-material input

Expenses generally depend on changes in mining eost fluctuations in raw material prices, whichyvay
location. Fluctuations in raw material prices opuh prices depend on supply and demand dynamicshéor
specific raw material, which are affected by maeconomic activity, weather, and industry trendsvktoents
in input price can have an impact on fertilizeicps, and therefore demand as well.

1.3. History of Fertilizer Industry in Pakistan

The use of fertilizers in Pakistan began in 195thwhe operation of WPIDCs (West Pakistan Indukstria
Development Corporation) plant for single superoeguhate at Lyallpur (Currently Faislabad) and Amimon
sulphate at Daudkhel. Later on WPIDC establisheathean factory in multan for the production of Amniom
Nitrate and Urea which went into production in 198&e first plant in the private sector was estdtdd by
Esso( Currently Engro) at Daharki, which went iptoduction in late 1968, and another by Dawood Hlescat
Chicho-ki-Mallian was commissioned in late 1971dvefthe separation of east and west Pakistan. Urieldly,
the separation of East Pakistan was a gigantic@isfor the whole country but fortunately not foe fertilizer
industry, although it was not that flourishing lat particular time but it had its big setup in \Weakistan.

But Fertilizer industry in Pakistan had faced pesh$ regarding the financial crunch because aln@f#t 8f the
wealth was in East Pakistan. This was one of tasams that this industry could not flourish uphattextent.
Another reason was low demand because the fertilitéch was being used mainly to fulfill needs was
“Organic Fertilizer.” At that time, there was ontiiree foremost companies in this industry exist @lgm
Dawood Hercules (formed in 1968), National Gas &tikeer (1962) and Esson (currently named as Engro
formed in 1965).

1.3.1. Impact of Nationalization

Through nationalization started in 1972, almost 8if%he sectors of Pakistan get effected but affainnately
fertilizer sector did not get nationalized becagsenpanies at that time were less in numbers, add'tdi
generating that much credit. Therefore, the natipaidgon process could not have impact on this ipaldr
sector.

1.4. Fertilizers Production Capacity in Pakistan

The demand for fertilizer today surpasses the egisntnanufacturing capacity.
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At present there are eleven plants running fomtlaaufacture of fertilizers, 2 at Bin Qasim, 1 aefhupura, 2

at Sadigabad, Rahim Yar Khan, 1at Multan, 2 atpiaril at Faisalabad, 1at Mirpur Mathelo, Dist Geaikd 1
present at Daudkhel. the production capacity dilitegrs are shown in appendix. However, the flifiént of
fertilizer demands mainly depends upon the perfocaaf fertilizer sector.

1.5. Key Players of the Fertilizer Industry in Pakistan

The seven key players of the fertilizer sector #ratlisted on Karachi Stock Exchange are:

Engro fertilizers Limited

Fatima Fertilizer Limited

Fauji Fertilizer Limited

Fauji Bin Qasim Limited

Dawood Hercules Fertilizers Limited

Pak Arab Fertilizers Limited

Agritech Fertilizers Limited

15.1. Engro FertilizersLimited

In 1978, there was no Engro Fertilizers limitedhesta company named as Esso was there. After gettin
international recognition, the Company was, theefeenamed Exxon Chemical Pakistan Limited. In1199
Exxon decided to divest its fertilizer businessaglobal basis. The employees of Exxon Chemicalsfak
Limited —in partnership with leading internatiorahd local financial institutions—bought out Exxorv§%
equity. This was, and perhaps still is, the mostcessful employee buy-out in Pakistan's corporaséoty.
Renamed Engro Chemical Pakistan Limited, the Compeent from strength to strength with its consisten
financial performance; growth of its core fertilizgusiness; and diversification into other entesgsi A major
plant capacity upgrade at Daharki coincided wite #mployee led buy-out in 1991. Engro also relatate
fertilizer manufacturing plants from the UK and WSsits Daharki plant site —an international fir8s years
followed, Engro Chemical Pakistan Limited starteshtwiring into other sectors namely: foods, enechgmical
storage and handling, trading, industrial autormatind petrochemicals.

By 2009, Engro was fast growing and had alreadgrdified its business portfolio in as many as saliffarent
industries. The continual expansions and divertifims in Company’s enterprises necessitated adbroa
restructuring in Engro Chemical Pakistan Ltd. whettbsequently demerged to form a new Engro sulbgidia
Engro Fertilizers Limited.

15.2. FatimaFertilizersLimited

The Company was incorporated on December 24, 2438 joint venture between two major business graup
Pakistan namely, Fatima Group and Arif Habib Grolipe fertilizer complex is a fully integrated pradion
facility, capable of producing two intermediate gwots, i.e., Ammonia and Nitric Acid and four finaoducts
which are Urea, Calcium Ammonium Nitrate (CAN), mditPhosphate (NP) and Nitrogen Phosphorous
Potassium (NPK) at Sadigabad, Rahim Yar Khan.

15.3. Fauji FertilizersBin Qasim Limited

FFBL was incorporated as FFC-Jordan Fertilizer CamgpLimited in 1993 and subsequent to restructuiting
2003 was renamed as Fauiji Fertilizer Bin Qasim techi FFBL is a public limited company and is listadthe
Karachi, Lahore and Islamabad Stock Exchanges. FR&% a modern Granular Urea and Di-Ammonium
Phosphate (DAP) fertilizer manufacturing complegated in Bin Qasim, Karachi. Principal objectivetbé
Company is manufacturing, purchasing and marketihdertilizers with a current design capacity of155
thousand tones of Urea and 650 thousand tones & pé&r annum. FFBL is the sole producer of DAP in
Pakistan.

15.4. Fauji Fertilizer Limited

FFC was established in 1978 as a joint ventureaajifFFoundation and Haldor Topsoe. The first uremglex
was commissioned in 1982. Plant-1 was improved9®2]1 and a second plant was built in 1993. In thary
2002, FFC acquired ex Pak Saudi Fertilizers Lim{fe8FL) Urea Plant situated at Mirpur Mathelo, Bist
Ghotki from National Fertilizer Corporation (NFChrbugh a privatization process of the Government of
Pakistan. This acquisition at Rs. 8,151 millionresents one of the largest industrial sector tictimses in
Pakistan. FFC now has three plants with a combéagacity of 5770 MTPD of pilled urea.

Fauji Fertilizer Bin Qasim Limited, Karachi, Palkist (FFBL) is another company where FFC has compll
shares — it produces 1670 MTPD of granular urea pR50 MTPD DAP after revamping (1350 MTPD before
revamp) DAP. Ammonia and urea plants capacity faatight from the plants start-up have been 100%hare.
Today, FFC is also involved manpower training amdadround services provider, especially within B&i and

in the Middle East.

155. Pak Arab FertilizersLimited

Pak Arab Fertilizers Limited was established assalt of protocol concluded and signed on Novemberl972

by the Government of Pakistan to further strengthed develop fraternal ties between Islamic Repubfi
Pakistan and State of Abu Dhabi. A Memorandum odésstanding was concluded between Pakistan Industri

NougahkwhpE
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Development Corporation (PIDC) and Abu Dhabi Natio®il Company Limited (ADNOC) on March 7, 1973.
A participation agreement emerged on November ¥31® establish a joint venture for the expansiod a
modernization of the old Natural Gas Fertilizer téag (NGFF) at Multan. The Company was incorporated
November 12, 1973. Subsequently, PIDC assigned &% shares to National Fertilizer Corporatior=@) of
Pakistan and ADNOC assigned 48% of its sharestawriational Petroleum Investment Company, with id-pa
up capital of Rs. 743.061 million.
Under the new management, Pak Arab Fertilizers teidnihas undergone extensive modernization and new
improved processes have been introduced to maxitheeutput while minimizing the negative impactstbe
environment. For this a Clean Development MecharfiS®M) plant was installed, which is the first proj of
its kind in Pakistan. Basic aim of this projecthie abatement of N20O and NOX emissions from theksgases
of Nitric Acid plant. The reduction of green housffect of these gases shows the new management's
commitment towards a cleaner environment.
15.6. Agritech Fertilizer Limited
Agritech plant is located about 50 kilometers tadvaorth of Mian wali city. Its location is strategily
important from marketing point of view. Major pamti of production is sold in 150~200 kilometers adihus
giving clear advantage over the competitors. Atse the closest plant to fertilizer consuming areé Khyber
Pakhtunkhwa Province.
15.7. Dawood HerculesFertilizer Limited
Dawood Hercules Fertilizers Limited (previously Devd Hercules Chemicals Limited) is a large manuwifiast
of urea fertilizer in Pakistan under the magnificerand name. The company was founded in 1968jtaupdant
is located near Sheikhupura, about 28 km from Lahior the province of Punjab. Its shares are tramethe
Karachi Stock Exchange, Lahore Stock Exchange,lslachabad Stock Exchange and are part of the KSE-10
Index. It is now a wholly owned subsidiary of thaidbod Hercules Corporation Limited.
2. Objectives of the study

1. To study the financial performance of fertilizect® from 2010 to 2014.

2. To compare the financial performance of fertiligector from 2010 to 2014.

3. How the performance is going on for the last 4 géaym 2010 to 2014.

3. Research Methodology

Methods are the means to accomplish objectives. $hely of “COMPARAITIVE ANALYSIS OF
FINANCIAL PERFORMANCE OF FERTILIZER SECTOR FROM 2010 2014" is primarily accomplished
through secondary data since the collection of deta made through published annual reports, magszin
journals, documents and other published informatibthe companyRatio Analysis is a method applied to
analyze and compare the trends in banking busiaedsfinancial performance. It is company’s finahcia
statement analysis and is applied to have a guikation of firm’s financial performance. The madhis used
for calculating a variety of company’s operatingddimancial performance such as its efficiency yuiktity,
profitability and solvency. The trend of the ra@malysis over time is studied to check whether they
improving or deteriorating. Ratios are also comgaaeross different companies in the same secteed¢ohow
they pile up, and to get an idea of comparativaiatidns. Ratio analysis is to be called as a fotiolaof
fundamental analysis.

4, Parametersused for Financial Analysis

The parameters used for financial analysis aredties of 4 different categories.
Liquidity Ratio

Activity Ratio

Solvency Ratio

Profitability Ratio

Market Ratio

akrwNPE

5. Analysis& Interpretation

5.1. Current Ratio

Current ratio is calculated to measure the firmm@nise to meet its short-term liabilities. It is iadicator of the
firm’s financial strength as it calculates the dmgto which the Current Assets are excess of Cukiahilities.
Calculation with exceptionally high ratio meansttbarrent asset is lying idle which is not a go@hsecause
it shows that the funds are not used efficientlyentory turnover is less and account receivabileskso high. It
also means excessive dependence on long-term soafréend, which costs higher than Current Lialgitand
can results in lowering down the profitability dfet concern. However, a very low ratio can mean that
management is not maintaining adequate cash balahatcan result in Bad Credit Image and lossretiifors
confidence. Although an ideal ratio is 2:1, whickans in order to pay off one rupee the companyhapees
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to pay it off, but it differs from sector to sectém fertilizer sector the ratio of 1:1 is considérto be good as this
sector could not keep the cash along with it.

Analysis

By analyzing the four years data of fertilizer secit is to be shown in Table 1.1 that Engro haproved its
current ratio in 2013 from 0.55 in 2012 to 1.34213, while the rest of the companies have detasaheir
current ratios. By analyzing Fatima Fertilizers ited, company has a current ratio of 5.19 and 56213 and
2012 respectively which is quiet high than the idegio of 1:1. It doesn’t show a satisfactory sifgm the
company as one can interpret that the companyfi@egttly utilizing its funds and ideal funds doésyield any
return. Fauji fertilizers and Fauji Bin Qasim Fkx#rs Limited both have almost same ratios anchtaaied the
good ratios as they are close to the ideal one APall Fertilizers and Agritech Fertilizers have ntained a low
current ratio which is also not a good sign for teenpany, it gives bad image to the creditors tioapany is
not having adequate funds. Dawood Hercules Feastdizimited has maintained a relatively good amant
current ratio in 2012 and in 2010 which shows tensl financial position of the company but mainitajnvery
high ratio in 2011 is again not a good sign. If pame the companies according to current ratiosi-¢ghgi Group
of Companies can be considered the best one anbognapanies in the sector. They have maintainelid
ratios through out the time period of three yearshad slightly reduced in 2013. Overall the ratos good.

Table 1. Current Ratio

Companies Current Ratio
2013 2012 2011 2010
Engro FertilizersLimited 1.34 0.55 0.81 0.88
Fatima FertilizersLimited 5.19 6.19 0.76 0.64
Fauji FertilizersLimited 0.77 1.14 1.04 0.86
Fauji Bin Qasim Fertilizers Limited 0.73 1.00 1.17 1.19
Pak Arab Fertilizers Limited 0.41 0.77 0.89 1.0%
Agri tech FertilizersLimited 0.31 0.44 0.37 0.46
Dawood Hercules Fertilizers Limited 0.69 2.06 6.92 2.4%

CURRENT RATIO: CURRENT ASSETS /CURRENT
LIABILITIES

7.00
6.00
5.00
4.00
3.00
2.00
1.00
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M Current Ratio 2013

M Current Ratio 2012
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Figure 2. Analysis of Current Ratio
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5.2. Quick Ratio:

This ratio is also termed as ‘Acid Test Ratio’ hiquidity ratio’. This ratio is ascertained by coarg the
Liquid Asset to Current Liabilities. A current asgeconsidered to be liquid if it is convertiblgao cash without
loss of time and value. So, the Quick Ratio loakstifie availability or convertibility into cash. draid Expenses
and Inventories are not taken as Liquid Asset ardsengled out of total current assets. The idetb rfor the
fertilizer company is 1:1. Quick Ratio is considite be better test of a firm’s liquidity than tGerrent Ratio.

Analysis

Table 2. discloses that over the course of fowarfaial periods of the study of 7 key players oftikeer Sector,
Quick Ratio of Engro Fertilizers Limited has impeavas compared to the rest of three years whicthvslize
sound liquidity position of the company. In Fatifertilizers Limited the Quick Ratio is very high iwh is not
a satisfactory sign for the company as it showsnmch of liquid assets hold with the company ararhuch
of assets lying ideal with the company is not givany return to the company. Therefore, it's nois&zctorily.

As far as Fauji Compnies are concerned they maiethrelatively good amount of ratio as they ardegoiose
to the ideal one in most of their years. Pak Araltikzers, Agritech Fertilizers and Dawood Fertiis Limited
have not maintained a satisfactory ratio as in 2DHFL has maintained a ratio of 0.07 which is vew. It

means company is not able to meet its short tedigailons and hence a poor liquidity position of tompany.
If compare the companies according to quick ratibs, Fauji Group of Companies can be consideredése
one among all companies in the fertilizer secttieyThave maintained ideal ratios through out tine fperiod of
three years but had slightly reduced in 2013. Qitira ratios are also good.

Table1.2
Quick Ratio
Companies 2013 2012 2011 2010
Engro Fertilizers Limited 1.28 0.48 0.71 0.7Y
Fatima Fertilizers Limited 5.01 5.99 0.64 0.56
Fauji Fertilizers Limited 0.76 1.13 1.02 0.85
Fauji Bin Qasim Fertilizers Limited 0.67 0.79 0.99 1.11
Pak Arab Fertilizers Limited 0.37 0.67 0.79 0.87
Agri tech Fertilizers Limited 0.23 0.37 0.27 0.2Y
Dawood Hercules Fertilizers Limited 0.67 0.07 5.42 1.59

QUICK RATIO: LIQUID or QUICK ASSET / TOTAL

CURRENT LIABILITIES
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5.3. Inventory Turnover Ratio

The inventory turnover ratio is an efficiency ratioit is one of the activity ratios that shows #féectiveness of
a company in managing its inventory by comparing ttems of financial statement, cost of goods swiith
average inventory for a period or we can say thatratio calculates the number of time averagenitorg is
"turned" or sold during a period. In other wordsgamputes how many times a company sold its totalage
inventory amount during the year. The importancehef ratio is that it focuses on two fundamentaimis of
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performance. First one is the purchase of invendony if larger amounts of inventory are purchasetdng the
year, the company will have to sell greater amouofitsiventory to improve its turnover. If sales anet there,
both holding and storage costs will be high. Second is Sales. In order to be effective in turnawgr the
inventory, sales have to be matched with invenpanghases.

By comparing this ratio against industry averagel®w inventory turnover ratio is a sign of incorngee,
poor sales or excess inventory. It shows the ldwesey may be inventory stock is too much high ayrbe its
not up to date but it also reflect a planned inegnbuildup in case of shortage of material or mti@pation of
rapidly rising prices. A high inventory turnoveticaimplies either strong sales or effective stygtadopted by
the company. It indicates better liquidity, butd@n also indicate a shortage or inadequate invefdggels, which

may lead to a loss in business. High inventorylkeege usually seemed to be unhealthy becauseothpany
can up to trouble if the prices begin to fall.

Analysis

Table 1.3 depicts that FFL and PAFL have very lawentory turn over ratio which is not a good sign the
company but the reason behind this low inventomduer is just the start of Fatima Group of Comparas
their commencement of production date is July, 20iht is why FFL has zero turnover ratio in 2018LE&nd
DHFL has maintained slightly low turnover ratio wheas Fauji Group of Companies have maintainedoal go
ratio which is neither that high nor low.

Table 1.3
Companies Inventory Turnover Ratio (Times)
2013 2012 2011 2010
Engro Fertilizers Limited 20 12 8 11
Fatima Fertilizers Limited 5 5 4 0
Fauji Fertilizers Limited 132 87 33 120
Fauji Bin Qasim Fertilizers Limited 106 21 637 124
Pak Arab Fertilizers Limited 9 4 3 3
Agri tech Fertilizers Limited 6 6 68 411
Dawood Hercules Fertilizers Limited 65 38 22 35
INVENTORY TURNOVER RATIO: COST OF GOOD
SOLD/AVG. INVENTORY
700
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400
300 M Inventory Turnover Ratio (Times)
2013
200
B Inventory Turnover Ratio (Times)
100 2012
0 Inventory Turnover Ratio (Times)
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. ‘\&.‘\\'@ . \’&.&\,@ . \&\g) . \‘&.&\QJ \&\@ .\.‘\\(‘)@& \‘&\I@ 2011
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54.

Fixed Asset Turnover Ratio:

Fixed asset turnover ratio shows the efficiency affdctiveness or it is also called as the activétio that
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calculates company's ability to generate sales fitsnfixed assets. In other words, this ratio shdwesv
efficiently and effectively a company can use ixed assets to convert them into sales. The fixesgtaturnover
ratio measures net sales as a percentage of assgiew how many sales are generated from eacte rape
company assets. As this ratio measures firm’s &gy utilization of assets to generate salesa $ugh ratio is
always more encouraging. Higher turnover ratios maghe company is using its assets more efficiesutigl
effectively. Low ratio means that the company isitifizing its fixed assets effectively and effiniy or maybe
there is a lackness of management or there maymxiduction problems.

Analysis

Table 1.4 depicts that Fauji Group of Companiesshaaintained a good ratio as compared to the fetsteo
companies in the fertilizer sector which shows theg highly efficient in terms of utilizing theiixéd assets to
generate sales. Also Dawood Hercules Fertilizensiteid has maintained a very good ratio which shawsod

sign for the company and they are utilizing theiedl assets efficiently.

Table1.4
Companies Fixed Asset Turnover (Times)
2013 2012 2011 2010
Engro Fertilizers Limited 0.63 0.37 0.364 0.22
Fatima FertilizersLimited 0.49 0.44 0.22 0.00
Fauji Fertilizers Limited 1.79 2.50 1.98 1.74
Fauji Bin Qasim Fertilizers Limited 2.37 2.75 3.24 2.54
Pak Arab FertilizersLimited 0.18 0.20 0.364 0.5%
Agri tech Fertilizers Limited 0.11 0.14 0.12 0.30
Dawood Hercules Fertilizers Limited 2.41 2.06 2.81 3.89
FIXED ASSET TURNOVER: FIXED ASSET/NET SALES
4.5
4
3.5
3
2.5
2
1.5
1 M Fixed Asset Turnover (Times) 2013
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5.5. Total Asset Turnover Ratio:

Total asset turnover ratio is likewise fixed agsehover ratio is an efficiency or the activityicathat calculates
the degree to which total assets contribute towastssales. It also shows the proper utilizatiorthaf total
assets in order to generate sales. Higher turncat&s means the company is using its total assaisem
efficiently, so it's preferable. Lower ratio meattse inefficiency of the company towards its totakets
utilization.

Analysis

By analyzing the fertilizer sector, in Table 1.5ktows that like wise fixed asset turnover ratio;Total asset
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turnover ratio Fauji Group of Companies have manetsh an excellent ratio as compared to the reghef
companies which is a good sign for the companghttws they are highly efficient in terms of utitigi their
total assets to generate sales. Here, DHFL dossiiitain as good ratio as they maintained the ptesvone.

Table1.5
Total Asset Turnover (Times)

Companies 2013 2012 2011 2010

Engro Fertilizers Limited 0.46 0.31 0.31 0.19
Fatima FertilizersLimited 0.23 0.21 0.19 0.00
Fauji Fertilizers Limited 1.10 1.23 0.99 1.04
Fauji Bin Qasim Fertilizers Limited 1.47 1.18 1.39 1.29
Pak Arab FertilizersLimited 0.15 0.15 0.26 0.36
Agri tech FertilizersLimited 0.10 0.13 0.11 0.2Y
Dawood Hercules Fertilizers Limited 0.12 0.13 0.20 0.29

TOTAL ASSET TURNOVER: TOTAL ASSET/NET SALES
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0.6
M Total Asset Turnover (Times) 2013

0.4
B Total Asset Turnover (Times) 2012

0.2

Total Asset Turnover (Times) 2011

M Total Asset Turnover (Times) 2010

5.6. Return on Asset Ratio:

In Profitability ratios, the return on total assetsn important ratio as it calculates the returthe net income
generated by the total assets. In other words, rdtis measures the efficiency or the effectivenesshe

company to manage its assets in order to produféprAs firm’s assets solitarily is to generatv@nues and
produce profits, this ratio helps both managemadtiavestors see how effectively and efficientlg tompany
is converting its investments in assets into psofithe higher the ratio is the more preferablesifar the

investors. A positive ROA ratio usually indicateswgpward profit trend and its beneficial for therfias well. It

is usually expressed as a percentage.

Analysis

By analyzing the fertilizer sector, it is shownrfrahe table 1.6 that EFL and DHFL have some howatdilating

ratios where as FFL’s ratio is increasing whichveh@ step forward towards an effective managemettieo
company. Undoubtedly, Fauji Group of Companies haatained a good ratios trough out the periodaff0

— 2013 which shows that the management is effiljiartilizing its assets to generate profit for t@mpany, a
good sign for the management. As shown in the t&#& and AFL both have their ratios in negativead sign
for the company.
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Table 1.6
Companies Return on Assets (%)
2013 2012 2011 2010
Engro Fertilizers Limited 5% -3% 5% 4%
Fatima FertilizersLimited 10.12% 8.04% 5.39% 0.00%0
Fauji FertilizersLimited 29.68% 34.38% 40.50% 25.61p6
Fauji Bin Qasim Fertilizers Limited 15.10% 10.66% 26.80% 18.43M%0
Pak Arab FertilizersLimited -3.79% -0.44% 7.02% 6.38%0
Agri tech Fertilizers Limited -7.65% -3.70% 0.11% 0.63%
Dawood Hercules Fertilizers Limited 15.46% 5.82% 14.36% 17.24%
RETURN ON ASSET:TOTAL ASSET/NET INCOME
50%
40%
30%
20% W Return on Assets 2013
M Return on Assets 2012
10% Return on Assets 2011
M Return on Assets 2010
0%
ngro  Fatima Fauji  Fauji Bin k Arab tech Dawood
. Fertilizers Fertilizers Fertilizers Qasim Fertilizers Fertilizers Hercules
-10% Limited Limited Limited Fertilizers Limited Fertilizers
Limited Limited
-20%

5.7. Return on Equity Ratio

The return on equity ratio or ROE is a profitalilititio that calculates the effectiveness of the fio produce
profits from its shareholders capital in the compdn other words, the return on equity ratio shdwsv much
profit each rupee of common stockholders' equitygenerating. It also shows the effectiveness of the
management in utilizing the equity financing to duaperations and run the company. This is an inapbrt
measurement for potential investors because they twasee how efficiently company will use their meg to
generate net income or the profits.

Analysis

By analyzing the fertilizer sector, it is to be ghoin a table 1.7 that like wise ROA, FFL is imprmy its ratio
on yearly basis. Fauji Group of Companies has raaiatl a positive ratio, good sign for the compauyt PFL
and AFL both have their ratios in negative, whidaia is a bad sign for the company showing that tikeir
assets they are not able to generate profits fr@in shareholders equity even.
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Table1.7
Return on Equity

Companies 2013 2012 2011 2010

Engro FertilizersLimited 26.90% -17.05% 28.45% 27.34M%
Fatima FertilizersLimited 24.49% 21.11% 14.68% 0.00%%
Fauji FertilizersLimited 80.05% 80.96% 99.17% 71.40M6
Fauji Bin Qasim Fertilizers Limited 40.71% 34.57% 78.96% 53.35pb6
Pak Arab FertilizersLimited -29.44% -3.02% 44.08% 26.39%%
Agri tech Fertilizers Limited -62.38% -18.26% 0.57% 3.09%
Dawood Hercules Fertilizers Limited 12.46% 3.83% 11.52% 14.53%

120.00%
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40.00%

20.00%
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5.8. Operating Profit Margin

The operating margin ratio, also known as the dpeyarofit margin, is a profitability ratio thateasures what

percentage of total revenues is made up by opgraticome. In other words, the operating marginorati

demonstrates how much revenues are left over aftahe variable or operating costs have been pHi:
operating profit margin ratio is a key indicator favestors and creditors to see how businessesuggorting
their operations. If companies can make enough gndream their operations to support the business, th
company is usually considered more stable. A higiperating margin is more favorable compared wikbveer
ratio because this shows that the company is madirmyigh money from its ongoing operations to payitfo

variable costs as well as its fixed costs.
Analysis

By analyzing fertilizer sector, it depicts from thable 1.8 that EFL and FFL has maintained a gaib r
although they are deteriorating but they have ra@ied a good one. Unlike other ratios, DHFL hasntadéned a
ratio which is decreasing and low as well, not adysign for the company and not even satisfactoryttie

investors and creditors. AGL has shown a positat@runlike the one shown in ROE & ROA, as a conypan
comparison it's a good sign but as far as industigompared it is not a satisfactory sign for tbenpany. Fauiji
Group of Companies have maintained a good rati@hvimeans that they are earning that much saleshvidic
enough for their operations and not only enoughdates profit as well. It is a satisfactory signthe creditors

and investors of the Fauji Group because the coynjgashowing a good ratio.
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Table1.8
Operating Profit Margin
Companies 2013 2012 2011 2010
Engro Fertilizers Limited 43.91 38.34 56.37 38.73
Fatima FertilizersLimited 49.23 50.32 61.69 D
Fauji FertilizersLimited 42.74 44 .99 63.64 41.43
Fauji Bin Qasim Fertilizers Limited 20.68 20.18 33.28 27.59
Pak Arab FertilizersLimited -14.77% 5.55% 54.25% 46.28%
Agri tech Fertilizers Limited 8.46% 12.89% 17.66% 19.57%
Dawood Hercules Fertilizers Limited 6.08 16.2 23.17 36.0p
OPERATING PROFIT MARGIN: OPERATING PROFIT/NET
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5.9. Net Profit Margin:

Net profit margin measures how much of each rugeaesl by the company is translated into profitss lan
indicator of how efficient a company is and how Wwekontrols its costs. The higher the margintie more
effective the company is in converting revenue imttual profit.A low profit margin indicates a lawargin of
safety: higher risk that a decline in sales wids profits and result in a net loss.

Analysis

By analyzing fertilizer sector, it depicts from thable 1.9 that FFL has maintained a good ratio i&sd
increasing as well. DHFL has maintained a highaso 1in 2013 which is a good sign for the compang &'s
satisfactory for the investors and creditors toGLAand PFL both the companies are showing a negatiyn
which indicates that the company is in loss arglat'very image to the creditors and investors.iFargup of
Companies have also maintained a comparativelyriio as well as its decreasing on a yearly basistw
indicates a low profit in these years. Engro Hedil Limited has also shown a loss for the year2201
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Table1.9
Net Profit Margin
Companies 2013 2012 2011 2010
Engro Fertilizers Limited 10.97% -9.58% 14.63% 19.61%
Fatima FertilizersLimited 23.95% 20.7% 27.75% 0%
Fauji FertilizersLimited 27.03% 28.07% 40.73% 24.58%
Fauji Bin Qasim Fertilizers Limited 10.31% 9.06% 19.27% 15.06%
Pak Arab Fertilizers Limited 24.57% -2.95% 27.48% 17.71%
Agri tech FertilizersLimited 39.20% 28.58% 98.26% 20.85%
Dawood Hercules Fertilizers Limited 74.47% 21.38% 45.85% 37.27%

NET PROFIT MARGIN: NET PROFIT/NET SALES

B Net Profit Margin 2013

B Net Profit Margin 2012

Net Profit Margin 2011

B Net Profit Margin 2010

5.10. Gearing Ratio

The debt to equity ratio or a gearing ratio israficial ratio that compares a company's total ttetuital equity.
The debt to equity ratio shows the percentage ofpamy financing that comes from creditors and itorss A
higher debt to equity ratio indicates that moreditog financing (bank loans) is used than invegioancing
(shareholders).Each industry has different del#qtaity ratio benchmarks, as some industries tengséomore
debt financing than others. A debt ratio of .5 neetrat there are half as many liabilities than ghisrequity.
This means that investors own 66.6 cents of eugpge of company assets while creditors only ow8 88nts
on the rupee.

A lower debt to equity ratio usually implies a mdireancially stable business. Companies with a @igh
debt to equity ratio are considered more risky meditors and investors than companies with a lomao.
Unlike equity financing, debt must be repaid to kweder. Since debt financing also requires dehticag or
regular interest payments, companies leveragirgglamounts of debt might not be able to make tgenpats.
Analysis
In fertilizer sector of Pakistan, Engro Fertilizéiisited is considered to be highly Leverged Comparhich is
not a good sign for the company as company maysflae of problems in repayment of the loan. Likesev
FFL has also maintained a high ratio. Fauji Grofipomnpanies have maintained a good ratio. Heretluisés to
be noted that although AGL showed a loss in 2018,thee good thing is that the company has not takanh
much high amount of loan which is a good signal ttee company. Pak Arab Fertilizers Limited is also
considered to be a leveraged company as it takemitoa 1:1 proportion. Heavy interest cost camie of the
reasons of the bad financial position of the comgpan
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Table1.10
Debt to Equity Ratio

Companies 2013 2012 2011 2010
Engro Fertilizers Limited 70% 81% 79% 84%
Fatima Fertilizers Limited 47% 52% 57% 0%
Fauji Fertilizers Limited 15% 13% 10% 20%
Fauji Bin Qasim Fertilizers Limited 4% 9% 19% 24%
Pak Arab Fertilizers Limited 44% 56% 40% 59%
Agri tech Fertilizers Limited 36% 22% 21% 16%
Dawood Hercules Fertilizers Limited 24% 27% 19% 26%

DEBT TO EQUITY RATIO: tOTAL DEBT/TOTAL
EQUITY
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5.11. Earning Per Share Ratio:

Earning per share, also called net income per sieagemarket prospect ratio that measures the anafunet
income earned per share of stock outstanding.Harawords, this is the amount of money each shistock
would receive after all of the profits were distiibd to the outstanding shares at the end of the yeis a
calculation that shows how profitable a companynsa shareholder basis.

Higher earnings per share is always better thaowerl ratio because this means the company is more
profitable and the company has more profits torithiste to its shareholders. Although many investlog't pay
much attention to the EPS, a higher earnings paestatio often makes the stock price of a compaey Since
so many things can manipulate this ratio, investersl to look at it but don't let it influence theiecisions
drastically.

Analysis

By analyzing fertilizer sector of the Pakistan,réhés a mix trend of EPS among the companies. Fangup of
Companies have maintained a higher EPS ratio, aghniliant sign of a company in term of its markepute
and profitability among the whole sector. It shothat the investors of the Fauji group of Compariiase
satisfied in terms of market ratios. AGL has negafPS which shows that it has incurred loss antkjpute in
the market is not that good. Moreover, PFL hs E?& in both 2012 & in 2013
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Table1.11
Earning Per Share
Companies 2013 2012 2011 2010
Engro Fertilizers Limited 4.66 -2.59 4.05 3.29
Fatima Fertilizers Limited 3.82 2.86 1.90 0.00
Fauji FertilizersLimited 15.83 16.40 17.68 8.67
Fauji Bin Qasim Fertilizers Limited 6.01 4.65 11.53 6.97
Pak Arab Fertilizers Limited - - 10.20 7.18
Agri tech Fertilizers Limited (9.17) (4.35) 0.13 2.26
Dawood Hercules Fertilizers Limited 7.49 2.04 6.01 6.75

20

SHARES OUTSTANDING

EARNING PER SHARE: TOTAL EARNINGS/ # OF

M Earning Per Share 2013
B Earning Per Share 2012

Earning Per Share 2011
M Earning Per Share 2010

6. Conclusion

By concluding, the analysis of Financial Stateméstan important tool in assessing company’s perégrce.
This paper mainly focuses on different ratios oéficial statements of Fertilizer sector of Paki$tarthe period
of 2010 — 2013.In this paper, comparison of diff¢éreatios like- Current Ratio, Quick Ratio, Debt Equity

Ratio, Return on Asset, Return on Equity etc ofikzer Sector are done.

From the ratio analysis of Financial StatementBetilizer Sector for 4 years, it can be conclutiet
among all the companies the Fauji group of compan@mely Fauji Fertilizers Limited and Fauji Bin sja
Fertilizers Limited have maintained a sound finahgosition in the market. The liquidity positiod the
company was quite good as it is quite close toitleal ratio. The activity ratios are also good ahd
profitability ratios of the compny illustrate thabmpany is earning a high profit. By this the irees have
strong faith and confidence on the financial positof the company. Debt to Equity Ratio of the campis
satisfactory which explains that company has notitgelf into any trouble regarding payments okmetst and
debts. As far as EPS is concerned, the market odthe company is also satisfactory which malkeitivestors
blindly invest in Fauji Group of Companies.
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