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ABSTRACT

The study examines the impact of Covid-19 pandemic on Liquidity and Profitability of selected Pharmaceutical
Companies in India. The aim of the paper is to compare the financial performance of the selected pharmaceutical
companies. Ratio analysis and other statistical methods are used to make sense of the data and draw conclusions about
the company's financial performance. These data are extracted and calculated using the financial statement of the
selected companies for the period of 5 years from 2018 to 2022.The studies reveal that pharmaceutical companies are
highly liquid and consistent in generating profits at the time of covid-19. This study will be useful for regulators,
financial analysts and managers concerned about the financial performance of the selected Indian pharmaceutical
companies.

INTRODUCTION

India has the world’s third-largest pharmaceutical industry in terms of volume, and its cheap operating costs and high-
quality goods across the value chain make it an appealing location for the establishment of generic R&D centres and
manufacturing units. India is the world’s largest supplier of generic medications, accounting for 20% of worldwide
generics exports in volume. In terms of revenue and employment, healthcare has overtaken education as India’s most
important industry. A rise in income, higher health awareness, and enhanced access to insurance are expected to bring
the total to USD 372 billion by the end of FY22. The government’s spending on healthcare rose to 1.4% of GDP in
FY18 from 1.2% in FY 14, according to the World Bank Economic Survey FY 18. When India’s government puts money
into and improves these industries, it does so to better the lives of its people and protect them against worldwide
pandemics in the future. And now since so many individuals travel frequently for job or pleasure in the twenty-first
century, it only takes a short time for sickness to spread to other locations. It is not just persons who are affected by
infectious diseases; the economic and financial well-being of a country and an organization is as well.

REVIEW OF LITERATURE

Cal, Oral, Erdis, & Vural, 2005, to get insight into the health of a business or sector, one can examine at its financial
ratios. According to the findings, there are a number of potentially crucial monetary ratios. Factor analysis applied to
the collected financial data of the Turkish industry over a span of 5 years led to the discovery of five distinct factors
that are sensitive to economic shifts in the country. These factors include financial ratios that measure cash availability,
fund structure and money-related benefits, hobby regulation, income and profit, and the growth and assets shape of
groups.

Maricia and Georgeta, 2012, another research that employed financial measures to assess business failure risk was
conducted. A total of 63 BSE-listed firms were used as a sample for this research, and they were divided into two
groups based on their online income performance: the performing companies and the non-performing companies. The
research revealed that with the passage of four years, there are noticeable variations in profit and yield, monetary
placement, obligations, and resource form.
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Borhan, Mohamed, and Azmi, 2014 conducted research contrasting LyondellBasell Industries' performance before and
after the company's merger. We have compiled our financial accounts from 2004 through 2011. Economic performance
was shown to be affected by ratios that measure cash flow, profitability, and capital structure. Debt ratio (leverage
ratio) and current ratio (liquidity ratio) are two measures of a company's financial health, but net profit margin
(profitability ratio) is the most important. The financial success of a company is positively correlated with each of these
factors.

Kanapickien & Grundien, 2015 employed financial ratios in their research to create a model that can spot fraud in a
financial statement. Liquidity, activity, profitability, solvency, and structure ratios can all point to dishonesty in the
books.

Huang and Wang, 2017 , the data analytics approach for important financial ratios is the subject of another recent
paper.A total of 198 financially stable American businesses and 99 financially unstable businesses are studied. Forty
financial ratios are calculated and categorized into the seven areas of cash flow, profit, cash flow availability, debt
repayment, operating efficiency, leverage, and owner returns. The research found that the most useful financial ratios
for distinguishing reliable from less reliable businesses are the cost of goods sold as a percentage of sales, the operating
activities net cashflow as a percentage of net income, the long-term debt as a percentage of total assets, and the operating
profit as a percentage of operating expenses.

Pradk and Stavarek, 2018 , Predicting stock prices is possible with the use of ratios such as the financial leverage
ratio.Using Pearson's correlation test, they found that financial ratios like debt-to-equity and economic leverage as well
as return-on-equity and return-on-investment ratios are positively related to a company's stock strategy.

Farhan, Alhomidi, Almaqgtari, & Tabash, 2019 studies Financial parameters such as the current ratio and the liquidity
ratio were found to have a significant impact on the economic overall performance of Indian pharmaceutical companies.
Researchers look at whether the link between liquidity ratios and business performance is mediated by corporate
governance. Data from 82 pharmaceutical companies were collected over a 10-year period. According to the research's
findings, the modern ratio and the short ratio have a significant and sizable impact on the financial output of the
biopharmaceutical companies. It also noted that the correlation between the current ratio, the short ratio, and the net
operating margin is tempered by good corporate governance. The report also notes that Indian pharmaceutical
companies are good stewards of their cash flow.

Monalisa Mohanty , 2020) ,analysed the financial performance of Pharmaceutical Companies of 5 years from (2015
to 2019) .The ratio and the statistical techniques were used to interpret data. The objective was to find the short term
debt paying potentiality through current ratios and company’s capital structure through leverage ratios , the profit
generating power using profitability ratios and efficiency of the companies through Activity ratio. The findings reveal
that Pharmaceutical companies are highly liquid and solvent but showed an inconsistency in generating profits and
efficiency.

Ismayati Rahmah , Ira Novianty 2021 studies on the Covid-19 pandemic impact on global economy including
Indonesia. The analyses is done by using Altman Z score model from the financial data 2019 and 2020. The Wilcoxon
signed rank test is also used which is later on analyzed using SPSS statistic Version 26 software program. The result
showed that there is a negative impact on the hotel, restaurant and tourism sub sector companies in Indonesia.

Kelly Surya, Rousilita Suhendah 2023, aimed to examine the impact of covid -19 pandemic firms where there is
significant difference between firms profitability ,liquidity, solvency and activity before and during the COVID-19
pandemic. The study uses paired sample T-test and Wilcoxon signdrank test for hypothesis testing. The results showed
that there is differences in financial performance before and during the Covid -19 pandemic varied between subsectors.

OBJECTIVES

1. To analyse the relationship between profitability and liquidity of the selected Indian Pharmaceutical Companies Pre
and during Covid period.

2. To Investigate the impact of financial leverage and liquidity on the financial performance of selected pharmaceutical
companies Pre and during Covid period.
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HYPOTHESIS

© 2024 IJNRD | Volume 9, Issue 10 October 2024 | ISSN: 2456-4184 | [INRD.ORG

H1: There is no significant difference between liquidity of both companies before and after pandemic.

H2: There is a significant difference between profitability of both companies before and after pandemic.

RESEARCH METHODOLOGY

This section consists of four sub-sections which are as follows:

Sample selection- The Companies selected for the study are based on the net sales of the companies. These
companies have highest net sales among all other Indian Pharmaceutical companies. The companies selected

are:
a. Sun Pharma Industries
b. Divi’s laboratories

Period of the Study- The data collected for the span of five years. The study is based on the comparison of Pre
Covid Period i.e 2018 -2019 during Covid Period i.e 2020-2021 and after Covid Period i.e 2022-2023.

Data Sources — All data is collected through websites, journals and annual reports of the respective Companies.
Key variables- The data is grouped in two broad categories

Liquidity factor  (a) Current ratio (b) Quick ratio (c) Dividend payout ratio
Profitability factor (a) Return on Assets (b) Return on Equity c¢) Net Profit Margin

ANALYSIS AND FINDINGS

1. LIQUIDITY FACTOR

Current Ratio

Tabltarrent rati o

IJ]NRD2410006

Before Covid-19 period (2018-2019) | During Covid-19 period (2020-2021) | After Covid-19 (2022-2023)
Years | Sun Pharma | Divi’slab | Years Sun Pharma Divi’s lab | Years | Sun Pharma | Divi’s lab
2018 | 1.59 6.97 2020 2.02 5.05 2022 | 2.04 6.99
2019 | 1.79 5.49 2021 1.89 5.55 2023 | 2 8.46
Mean | 1.69 6.23 1.95 5.3 2.02 7.72
SD 0.14 1.04 0.09 0.35 0.02 1.03
CVv 0.08 0.16 0.04 0.06 0.01 0.13
Fi glgrreapipir eale mtfatciuaoment rati o
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The current ratio, often called the working capital ratio, is a liquidity ratio that indicates a company’s capacity to
meet its short-term obligations usually those that are due within a year.

An ideal current ratio is 2:1. From Table 1,the mean value of the current ratio from the year 2018-2019 i.e before
Covid period is (1.69) and (6.23) and coefficient of variation is 0.08% and 0.16% for Sun Pharma and Divi’s lab. For
the period 2020-2021 i.e during Covid period is (1.95) and (5.3) and coefficient of variation is 0.04% and 0.06% for
both the companies. In the same way for the period 2022-2023 i.e after Covid period is (2.02) and (7.72) and CV is
0.01% and 0.13% for both the companies.

It can be clearly observed from the table that the mean value of Divi’s lab for all the years is highest than Sun
Pharma. The very high ratio indicates that the company has more than enough current assets to cover its short term
obligations. A high current ratio is not always a good thing. Having a high current ratio isn't always advantageous.
This might be an indication that the company isn't managing its inventory or cash flow effectively.

TabAte st resul ts

Paired Samples Test

Paired Differences

95% Confidence Interval of the Difference

Mean|Std. Deviation|S.E. Mean Lower Upper| t |df|Sig. (2-tailed)
Pair 1 before - after|-0.91 0.82 0.58 -8.28 6.46 |-1.57|1 0.361
Quick Ratio:

Tab3gai ck ratio

Before Covid-19 Period (2018-2019) | During Covid-19 Period (2020-2021) | After Covid-19 Period (2022-2023)
Years | SunPharma | Divi’s Lab | Years | SunPharma | Divi’s Lab | Years | Sun Pharma | Divi’s Lab
2018 | 1.25 4.89 2020 | 151 3.04 2022 | 151 4.62
2019 |1.34 3.4 2021 | 1.33 3.62 2023 | 1.48 5.73
Mean | 1.29 4.14 1.42 3.33 1.49 5.17
SD 0.06 1.05 0.12 0.41 0.02 0.78
Cv 0.04 0.25 0.08 0.12 0.01 0.15
Fi gRgreaphi cal presentation of quick rati
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The quick ratio evaluates a company’s capacity to satisfy its short-term commitments using just its most liquid assets
and is therefore an indicator of the company’s short term liquidity situation.

From Table 1, the mean value of the Quick ratio from the year 2018-2019 i.e before Covid period is (1.29) and (4.14)
and coefficient of variation is 0.04% and 0.25% for Sun Pharma and Divi’s lab. For the period 2020-2021 i.e during
Covid period is (1.42) and (3.33) and coefficient of variation is 0.08% and 0.12% for both the companies. In the same
way for the period 2022-2023 i.e after Covid period is (1.49) and (5.17) and CV is 0.01% and 0.15% for both the
companies. Clearly it can be observed that the values for the all the years is more in case of Divi’s lab. Although a
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greater quick ratio is an indication of stronger short-term financial health, it may not give an accurate depiction of the
company’s stability in the long run.

Tabdt est resul t

Paired Differences

95% Confidence interval of the Difference

Sig.(2-
Mean |Std.Deviation|S.E Mean Lower Upper t df tailed)
Pairl before-after|-0.62 0.59 0.42 -5.89 4.66 -1.48| 1 0.378

Dividend Payout ratio

TabSdevi dend payout ratio

Before Covid-19 Period (2018-2019) | During Covid-19 Period (2020-2021) | After Covid-19 Period (2022-2023)
Years | SunPharma | Divi’s Lab | Years | SunPharma | Divi’s Lab | Years | Sun Pharma | Divi’s Lab
2018 36.9 36.43 2020 36.6 74.3 2022 65.9 17.93
2019 17.97 19.62 2021 53.6 0 2023 0 0
Mean 27.4 28.0 45.1 37.1 32.9 8.96
SD 13.3 11.8 12.0 52.6 46.6 12.6
Cv 0.48 0.42 0.26 141 141 1.41
Fi gBgrreaphi cal presentation of dividend pay
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The ratio of the total dividends paid to shareholders to the net income of the business is known as the dividend payout
ratio. It is the portion of profits distributed as dividends to shareholders. The dividend payout ratio can be calculated as

the yearly dividend per share divided by the earnings per share (EPS),or equivalently, the dividends divided by net
income.

As per the Table 3 the mean value of the Dividend payout ratio from the year 2018-2019 i.e. before Covid period is
(27.4) and (28.0) and coefficient of variation is 0.48% and 0.42% for Sun Pharma and Divi’s lab. For the period 2020-
2021 i.e during Covid period is (45.1) and (37.1) and coefficient of variation is 0.26% and 1.41% for both the

companies. In the same way for the period 2022-2023 i.e. after Covid period is (32.9) and (8.96) and CV is 1.41% and
1.41% for both the companies.

A high dividend payout ratio indicates that sizeable amount of the business profits are being distributed to shareholders.
It can mean that the business is making good money and is not planning any major investments for expansion in the
near future. There are other aspects also apart from all that contribute to a healthy dividend payout ratio.

I[JNRD2410006 International Journal Of Novel Research And Development (www.ijnrd.org) a3l



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 10 October 2024 | ISSN: 2456-4184 | [INRD.ORG

Tab6t est resul t

Paired Differences

95% Confidence Interval of the Difference

Mean|Std.Deviation|S.E Mean Lower Upper t |df|Sig.(2-tailed)

Pair 1 before-After| 6.77 17.35 12.27 -149.14 162.68 0.55|1 0.679

2. PROFITABILITY FACTOR
Return on Assets:

Tab’/Ret annAsset s:

Before Covid-19 Period (2018-2019) | During Covid-19 Period (2020-2021) | After Covid-19 Period (2022-2023)
Years | SunPharma | Divi’s Lab | Years | SunPharma | Divi’s Lab | Years | Sun Pharma | Divi’s Lab
2018 3.36 12.92 2020 5.51 16.1 2022 4.68 22.1
2019 4,12 16.82 2021 4.29 18.4 2023 10.4 12.6
Mean 3.74 14.87 4.9 17.2 7.58 17.3
SD 0.53 2.75 0.86 1.61 4.10 6.72
Cv 0.14 0.18 0.17 0.93 0.54 0.38
Fi gdgreaphi cal presentation of return on
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M sun pharma
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One type of return on investment (ROI) metric that gauges a company's profitability in relation to its total assets is
return on assets (ROA). By comparing a company's earnings (net income) to the capital it has invested in assets, this

ratio shows how efficiently the business is doing.The return on assets is calculated by dividing net income of the
company by average assets.

As per the Table 4 the mean value of the Return on Assets from the year 2018-2019 i.e before Covid period is (3.74)
and (14.87) and coefficient of variation is 0.14% and 0.18% for Sun Pharma and Divi’s lab. For the period 2020-2021
i.e during Covid period is (4.9) and (17.2) and coefficient of variation is 0.17% and 0.93% for both the companies. In
the same way for the period 2022-2023 i.e after Covid period is (7.58) and (17.3) and CV is 0.54% and 0.38% for
both the companies. A high return on Assets indicates that the company is more profitable and efficient . Generally

the more asset intensive companies have lower return on assets and less asset intensive companies will have high
return on assets.
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Tab8 est resul t

Paired Samples Test

Paired Differences

95% Confidence Interval of the Difference

Mean |Std.Deviation|S.E Mean Lower Upper t |d

=~

Sig.(2-tailed)

Pair 1 before-after|-3.14 1 0.7 -12.09 5.82 -4.45]1 0.141

Return on Equity

Tab%eturn on equity
Before Covid-19 Period (2018-2019) | During Covid-19 Period (2020-2021) | After Covid-19 Period (2022-2023)
Years | SunPharma | Divi’s Lab | Years | SunPharma | Divi’s Lab | Years | Sun Pharma | Divi’s Lab
2018 5.67 14.8 2020 8.31 18.8 2022 6.81 25.2
2019 6.43 19.44 2021 6.24 21.3 2023 15.1 14.2
Mean 6.05 17.12 7.27 20.1 10.9 19.7
SD 0.53 3.28 1.46 1.77 5.88 7.74
Cv 0.08 0.19 0.20 0.08 0.53 0.39
Fi gbgrreaphi cal presentation of return on
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The financial performance metric known as return on equity (ROE) is computed by dividing net income by
shareholders' equity. ROE is referred to as the return on net assets since shareholders' equity is calculated by deducting
debt from assets.

According to Table 5 the mean value of the Return on Equity from the year 2018-2019 i.e before Covid period is (6.05)
and (17.12) and coefficient of variation is 0.08% and 0.19% for Sun Pharma and Divi’s lab. For the period 2020-2021
i.e during Covid period is (7.27) and (20.01) and coefficient of variation is 0.20% and 0.08% for both the companies.
In the same way for the period 2022-2023 i.e after Covid period is (10.9) and (19.7) and CV is 0.53% and 0.39% for
both the companies. A low return on equity ratio is a sign that the Companies are using more debt than equity in times
of financial crisis.
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TabllGest resul

Paired Samples Test

t

Paired Differences

95% Confidence Interval of the Difference

Mean |Std.Deviation|S.E Mean Lower Upper t |df|Sig.(2 tailed)
Pair 1 before-after|-3.71 1.61 1.14 -18.14 10.71 -3.27|1 0.189
Net Profit Margin:
Tabllheet profit margin
Before Covid-19 Period (2018-2019) | During Covid-19 Period (2020-2021) | After Covid-19 Period (2022-2023)
Years | SunPharma | Divi’s Lab | Years | SunPharma | Divi’s Lab | Years | Sun Pharma | Divi’s Lab
2018 9.97 22.5 2020 12.7 25.5 2022 8.81 33.0
2019 11.04 27.3 2021 6.82 28.4 2023 19.5 23.4
Mean 10.5 24.9 9.78 26.9 14.1 28.2
SD 0.75 3.40 4.19 2.09 7.55 6.76
Cv 0.07 0.13 0.42 0.07 0.53 0.23
Fi ggraphical presentation of net profit
35
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M sun pharma
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A financial measure called net profit margin is used to determine how much profit a business makes relative to its total
revenue. It calculates how much net profit a business makes for every dollar of revenue. When represented as a
percentage, net profit margin is calculated by dividing net profit by total revenue.

According to Table 6 the mean value of the Return on Equity from the year 2018-2019 i.e before Covid period is (10.5)
and (24.9) and coefficient of variation is 0.07% and 0.13% for Sun Pharma and Divi’s lab. For the period 2020-2021
i.e during Covid period is (9.78) and (26.9) and coefficient of variation is 0.42% and 0.07% for both the companies. In
the same way for the period 2022-2023 i.e after Covid period is (14.1) and (28.2) and CV is 0.53% and 0.23% for both
the companies. A high net profit margin is a sign of a company’s efficient management, low cost, strong pricing
strategies.On the contrary low net profit margin indicates inefficient management , high expenses, and weak pricing

strategies.
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Ta bl Pee s t resul t

Paired Samples Test

Paired Differences

95% Confidence Interval of the Difference

=

Mean |Std.Deviation|S.E Mean Lower Upper t |df|Sig.(2-tailed)

Pair 1 before-after|-14.25 0.21 0.15 -16.16 -12.34 -95|1 0.007

HYPOTHESES TESTING

The results of the hypothesis test indicated that five out of six hypothesis are accepted , indicating that most financial
performances during the pandemic differ markedly from those prior to it. A 95% confidence level paired sample t-
test was used, accepting the hypothesis when the p-value was less than 0.05. The details of the testing results are
shown in Table 6; H1, H2, H4, H5, H6 support the hypothesis, while H2 reject it. All ratios in each of the four
metrics that were mentioned produced accurate results that were consistent with one another. The quick ratio and
current ratio differ significantly in the liquidity element. Return on equity, return on assets, and net profit margin all
differ significantly in terms of profitability.

TabllBey potshe®esti ng result

Measures Description Period | Means | Std. Deviation | Paired Sample test Decision
) Before 3.96 3.21
Current ratio .
After 4.87 4.03 0.361 Accept hypothesis
Quick ratio Before 2.71 2.02
Liquidity  Factor After | 3.33 26 0.368 Accept hypothesis

._ ] Before 27.7 2.02
Dividend payout ratio ) )

After 20.93 2.6 0.679 Reject hypothesis
Before 9.31 7.87

Return on assets After 12.44 6.87 0.141 Accept hypothesis
Before | 11.59 7.83

Profitability Factor | Return on equity After 15.3 6.22 0.189 Accept hypothesis
Net Profit Margin | Before | 12.3 7.87

After 26.55 6.87 0.007 Accept hypothesis

CONCLUSION AND RECOMMENDATIONS

The study aims to analyze the financial ratios before, during and after COVID-19 pandemic of companies. Using
liquidity factor and profitability factor, it is found that the company has better performance before the pandemic.
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Using Paired t-test it is found that the performance before and after pandemic has significant differences in liquidity
ratio and profitability ratio. The limitation of the study is that due to lack of literature on Covid-19, the study is
conducted with less literature review. For future studies the scope can be extended to further more Pharmaceutical
companies.
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