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PERFORMANCE OF PRIVATE CORPORATE BUSINESS SECTOR
DURINGTHEFIRSTHALFOF1997-98 *

The financal pefomance o te pivae
copoate  sedr for te fit  haf of 1997-
Bie, Axi O Sepember 1997, 5 assessed
n ts atk bessd onthe aoged  audied
unauditedfinancialresultsofcompanies
odeded  fom fnencelhens des ad te
Stock Exchange, Mumbai. Since,inthe
unaudited resuts of the companies (which
ae provsord h naire) daa onoly afew
seded s ae avalbe, andyss  besed
onthesedatacanbetakenatbestas
indcathve. The erene peiod o the sudy
is the haf year ended September 1997. The
study covers 1,262 non-financial
companies. *

Companieswhichwerenactinoperation
duing bah te curent haf year and in te
comesponding  period of the previous year
ae nat hduded h te sudy. In the absence
of productwise  information, industry-wise
analysisofthese companiescouldbe
attemptedonlybasedontheinformation
availablefromnewspapersorfromthe
previous annual reports  of the companies.
Despite  these  efforts, 34 companies could
nat be dassiied due 0 nonavalabily o
dassiication issf  needs © be viewed wih
some circumspection, shce companies have
beendiversifyingtheiractivities. The
industry-wiseanalysisattemptedinthis
atde  maybe viewed wih ts caest

OverallPerformance

The financial resuts of the 1262 non
e by86 proet nteis hfF i D
September) of 199798 to Rsl112661 core
fom Rs103763 caoe in te frst haf of
199697 (Table 1). Other income amounting
to Rs2775 crore showed arise of 68 per
cent Totl eqpendiue  incured  amounting
o Rs9B5908 coe rose by 86 per cent, at
the samerae as sdes.

Depreciationprovisionamountingto
Rs.4,667crorewasuphby23.0percentin
te amet hef yer Goss poiis hoeesd
by4.1percenttoRs.14,862croreduring
theperiodunderreview. Withinterest
paymens g  a amuchhgher e o 123
per cet ten goss pols D Rs 6338 aoe
petax poits  dedned by 13 per cet o
Rs8524 crore. Tax provision  decined by
106 per cent b Rs1363 core, and post
tx poits  regisiered  ameagre e of 08
proat DR 7161 aoe n e i hfF o
1997-98,overRs.7,107 croreinthe
coresponding  period of the previous  year.
Ofthe 1,262 companies, thenumberof
companiesreportingpost-taxprofitswas
relativelylowerat961in1997-98as
comparedwith 1,171 companiesinthe
pevous  year. Aggegale paidlp capel  of
the1,262companieswashigherbyRs.997

* Prepared in the Corporate Studies Division of the Department of Statistical Analysis and Computer Services.
# The previous study on ‘Financial Performance of Private Corporate Business Sector during First Half of
1996-97" was published in the March 1997 issue of the Reserve Bank of India Bulletin.
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TABLE1L:FINANCIALPERFORMANCEOF1262SELECTED
NON-FINANCIALCOMPANIES, 199798

(R aae
Item 19%697 19078 Goh e (& @)
e - A -3 19697 * 1978
1 2 3 4 5
Sles B3 181 1 a7 86
Ctg e =8B VI() 1 Q0 68
Tad eqadtue fsesin BB 1 68 86
Dpeitn poin 31 457 3 Q1 20
Gaspdits iZer ) U 1 17 41
Ineet 53] 638 4 Q6 123
Rditshfaeta 82 e - a 43
Txpoisa 155 33 2 43 -106
Rditsdte ta o7 6L - b5 0.8
Ridupcitd jlssing 19914 9 9 53

*Bod N10® anpaes dokd hote a0y on‘Fed Resbmee  Riee Copoce Bees Sy dig Ad HE O 199697

GROWTH RATES OF SHLECT INDICATORS

aMy dpmee aopoe s n te g

o _ halfof1997-98sloweddownconsiderably
as evidenced by e suggsh  gowth n saes
“ adoly amagd e n pols  Sdes ad
2 goss poiis decelerated, recordng  lower
= raes of gowth of 86 per cent and 41 per
S x| cert respediel, nte is Hf o 199798
& ascomparedwithcorrespondinggrowth
1 ratesof16.7percentand11.7percent
o osened N te pevous  year. Modede rise
ininterestpayments, combined with
10 rddon N oBX podam n &d peeed

Sdes  GossPoits  Ieest  Proftsatertax asep dde n pois n 19798 heest

‘ mFirst Half of 1996.97 [ First Half of 1997.98 ‘ payments rose moderately by 123 per cent
n 19798 n dap ocotest © 406 per ot

coe (B3 per o), amouning O Rs19914 noeese winessed n the i haf of 199

crorebyendSeptember1997. 97.

With aviewto obtainingabroad Pretax profts fel by 1.3 per cent as
comparativepictureofthedirectionand comparedtoamarginaldeclineof0.1per
magnitudeofchanges,theperformanceof centinthecorrespondingperiodofthe

1262 norHinancial companies in tems of pevious year. Consequet © te substantd
govh s o ssboed s n e i decease N fax  provison, paty refeding

halfof 1997-98was comparedwiththe the redudion n coporate tax raes, post
corespondng  rates of 1069 norHinandal tx poits  regsered amodest noease  of
companiesinthefirsthalfof1996-97, 08 per cet n 1997—98 n ocoast  © adop

coveredinthepreviousstudy.Business of 4 per cet n te pevos year.
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TABLE?2 : PROHAT ALLOCATIONANDPROHTABILITY

RATIOS, 199798
(Rr cat)

Rtio 19697 107B

1 2 3
Rdit Alaati mRtics

Txpois antoRditsbfaetax 177 160

Ineet toGasspdits A5 26
RditailityRtics

Qos ey % Sks 174 173

Qs pds b Ss 138 132

RditsbfaetaxtoSes 83 76

Rditsdte taxtoSl e 68 64
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@ e dmEn o adex pin

heret  oost of sdes a 56 per ot wes
amost of the sameorder (B4 per cenf) as
nteis M dote ppos vy Hones,
interest  burden  (interest as percentage  of
goss  profts) wes higher a 426 per cent n
the first haf of 199798 as compared with
39 5percentinthecomparableperiodof
te ppios year (Tdbe 2. Theedede — tax
e (@x poson  asapaoaiage o pois
beforetax)at16.0percentforalnon-
financl companies in 199798 is lower by

PROFIT ALLOCATION AND PROFITABILITY RATIOS

42.6
39.5

17.7 16.0
207 138 135

6.8
10- 64

T T
Post- tax Profits
toS ales

T
Gross Profits
toS aes

Interestto
Gross Profits

T
Tax Provision to
Pre-tax profits

First Half of 1996-97 m First Half of 1997-98
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17 percentage points. I maybe mentioned
thatoutofthe 1,262 companies, 794

companies didnot  makeanytaxprovision
duing the period under review as against
777 such companies in te fist  haf of the
previousyear.Inthecaseofcompanies

whch had madetax provisorns, the efiecive
Bx rae weslower by for pemeniage  ponis
a 198 per ot as against 238 per cert in
te ppias yerr Pot magh Qos pois
D sk a 132 per cent ad reum  on sades
(os der B D s a 64 per cat o
the period under review were lower
compared with the comesponding  raios  at
138 per cent and 68 per cent respecively

n te ppvos  year.

Rates of Gromh and Profiabiity aocoording
to Sze of Padup Capial

Thedistributionofcompaniescovered
inthestudyaccordingtosizeofpaid-up
capil s highy skewed (Tabe 3). The top
170 very large companies each wih a paid
up capital of Rs.25 crore and above
accountedforasmuchas62.7percentof
thetotalpaid-up capital, whereas425
companiesinthemodalsizeclassofRs.1
core to Rs5 core had ashare of 72 per
et . Onte dher hand 8 relively sreler
companieseachwithapaid-upcapitalof
below Rs. 1 coe had negigble share (01
per cen)

Thetop170companiesrecordedlower
gowth in saes of 84 per cent duing the
periodunderreveiwascomparedwith
companies in te tree size dasses, Rs15
core t© Rs25 coe, Rs10 coe w0 Rs15
croreandRs.1croretoRs 5crore whose
sdes rose by 96 per cet, 95 per cent and
92 per cent respectively. Growth rates in
od epedue  wee sighly hger o the
same as that of sales for most of the size
doses. In regad o smder  companes  wih
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TABLE3: GROWTHRATESOFSELECTEDITEMSOF SELECTEDNON-FINANCIALCOMPANIESACCORDING
TOSIZEOFPAID-UPCAPITAL
(R cat)
Nmed | Pddwpatd Guh Rts
% )
(R g&g Amut | Paaat Sles Tad Dge (€4: | reet Prdits T Rdits
at- shae et cidim pdits bdge | poison | dtetx
gadrg dtue | poisa t&
(Raae
1 2 3 4 5 6 7 8 9 10 n 12
les ten 1 & 2 01 73 17 M2 R4 468 3.6 27 2
1-5 15 w3 7.2 92 4 166 37 41 34 -15 47
5-10 35 pé: ) 120 w 84 186 Qo 130 -89 -2 -61
0-15 » 1= 7.8 a5 102 214 25 183 -83 -248 -48
5-5 o 8l 1a2 96 97 A7 23 1.8 23 197 3.6
5 ad doe 10 48 627 84 84 235 20 n7 -40 -130 -21
A Cmaes 1w 14 1o 86 86 230 41 123 -13 -106 Q8
paid-upcapitalbelowRs.1crore, total
expendiluremovedupbyonlyl.7percent PROFIT MARGIN ON SALES ACCORDING TO SIZE OF PAID-UP CAPITAL

h sap ot D te e n sks by 73

per oat

Largecompaniesinthesizeclassof
Rs.15crorestoRs.25crorerecorded
impressiveriseinprofitswhencompared
withthetop170companieswhoseprofits
nh d deded Peix adpestex pois
ofthecompaniesinthesizegroupRs.15
core to Rs25 crore rose by 203 per cent

and 316 per cent respectively
whereas the top companies recorded a fall

o 40 per cent ad 21 per ot h ther pe

taxandpost-taxprofitsduringthesame
period. Thedeclineinprofitswasalso
' in the other major size groups
Rs5 coe © Rs10 coe ad Rs10 coe
Rs.15crore. Inthecaseof425companies

noticeable

n te modd sze dass te petx  ad pos-

in 199798,

Per cent

tx poits recoded amoderae fise of 34
percentand4.7percentrespectvelyin

1997-98.
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T T T T T f
BelowRs.1  Rs.lcrore- Rs5crore- Rs.10crore- Rs.15crore- Rs.25 crore
Rs.10crore  Rs.15crore  Rs.25 crore

crore

Rs.5 crore

and above

EFirst Half of 1996-97

EFirst Half of 1997-98 ‘

in relation

Profitabiity

oty
B were generaly lower than those in 1996

97, the exceptons being the companies in
the sze dass of Rs15 coe © Rs25 coe

faios

raios  showed an up trend

o the sze of companies (Table
4).Acrassthesizegroups,however,the
' nte is hf o 197
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TABLE4:PROFITALLOCATIONANDPROFITABILITYRATIOS
ACCORDING TOSIZEOF PAID-UPCAPITAL
G &)
Se qap Prdit Alagtian Rtics Rditdility Rtics
(R a9 Txpoism Inaet Qs ens G respdits Rditshfaetax Rditsdte tax
D o] o] o] o] o]
Rditsbfae tax Gospdits SHes SHes SHes SHes
By 9B By 9rB B 978 BY 9B By 9rB B 9B
1 2 3 4 5 6 7 8 9 10 un V) B
Baow 1 148 143 518 A5 n1 144 82 17 40 49 34 42
1-5 214 04 483 485 130 27 105 100 54 51 43 41
5-10 198 7.3 108 %61 148 143 ns 10 70 59 56 49
10-15 175 143 a7 469 156 1K1 130 21 1A 64 63 55
5-35 195 181 08 A4 146 164 19 133 72 84 58 69
5 ad aoe 169 153 R2 119 193 190 151 142 a3 83 77 70
A Qo 177 160 05 L6 7.4 7.3 138 132 83 76 68 64
ad those wih padup captll  of kess than  respecively, the saes of cement companies

Rsl crore. The proft  margin decined by
aboutlpercentagepointin1997-98from

151 per cert to 142 per cent for the top
companieswhereasitincreasedfrom11.9

per cent to 133 per cent for companies in
the sze dess of Rs15 coe © RS2 aoe

In respect of 85 companies in the smallest

sze goup, pofit  magn wesup at 107 per
cent in 199798 as against 82 per cert in
the pevios year.

Industry-wiseperformance

Theindustry-wiseperformanceduring
thefirsthalfof 1997-98 showedwide
variation in the gomh rates of important
indicators acoss the  industies (Tabe 5).
Infrastuctre industies ke ion &sed,
electricity generaion  &supply and cement
showedmixedtrendsintermsofgrowthin
sdes. Whie iron &steel and electicity
gerneraion & supply companies recoded  rise
N sales by 201 per cent and 126 per cent

were nealy stagnant recordng  a marginal
Al o 05 per cet n 199798 Corstudion
companiesshowedaverylowsalesgrowth

of 38 per cet whie enghneeiing  companies
recoded @ negigkle e n ter sdes (05
per cent). Chemical companies fared better
wih ter sdes egseig ame o 140 pe
cent. Onthe other hand, sdes of texties
companiesroseimpressivelyby27.7per
cent,follonvedbytea(20.1percent)and

food processng companies (94 per cent).
Trerde o dedie N sdes o ber &nddoer
products, plasticproductsandpaperé&
paperproductsvariedbetweenlto6per

et

The pretax  and postex  pofis  of many
trading,declinedduring1997-98.While
postax pofis of cement and construcion
companiesdeclinedby55.5percentand
B8 per cat respedively, the Al wessome
Wet ess seep n e of iIon &sed (118
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TABLES:INDUSTRY-WISEGROWTHRATESOFSELECTEDITEMS
(Rr cat)
N of Pddwpcptd Guh REs
Irdst Qopaes
mﬂyry @p Amut |Peaat | Qe Tad Dge (€4: | reet Prdits T Rdits
at- shae et cidim pdits bdge | poison | dtetx
gadrg dtue | poisa t&
(Raag

1 2 3 4 5 6 7 8 9 10 n 12
::] 2 aB 10| D1 169 6 A3 20 N1 ©»5 Bl
S 2 i 12 26 -51 H7 57 22 29 7.4 Zicq3)
Foxd poesig & B 18 94 105 20 -56 -28 -75 -76 -4
®iles ) 2m 108| Z7 A7 03 3L0 L8 243 33 A0
Iranadsted 2 B 14| D1 218 518 54 22 -139 -6 -us8
Boedy 3B 794 221 05 Q6 181 -18 Q9 -4 =17 -73
Chenizs 24 775 273| 40 160 22 -10 49 -56 -152 -35
Cemat b 40 22| -05 32 132 -&0 i3 -38 -8l -3h5
Rbber ad e » 3 11 -53 -52 164 -96 69 -383 -216 -n7

palcs
P ad e » 27 12| -26 -14 a3 -B6 172 -%9 -47.0 4013

palds
Raticpalds K9] 10 09| -12 -28 182 136 R4 -161 -123 -163
Qysin ) » 09 38 51 50 -45 2Zi5 -A3 -44 -38
Betridtygradin il ik 26 | 126 164 17.4 -37 183 -85 -39 -126

ad syl
Tadry ] B 18| Z1 20 180 ns3 44 162 -4&0 %6
Hid 37 17 19 102 29 -91 -129 -83 -25 -58
Dvasfied B s 30| -32 -28 181 -43 -27 -55 -156 -40
Tad w2 1914 1o 86 86 230 41 123 -13 -106 Q8
(indw rgathers)

percent),engineering(-7.3percent),
chemicals(-3.5percent), electricity

generation&supply(—12.6percent)and
163 per ceni).

pesic  produoss

Whilethe post-taxprofitsofsugar
companes in the frst haf of 199798 was
over five times the profitsin the

coresponding  period of the previous  year,
companies also  registered

tea and textle

impressve  fisee N postex  profis, by 361
per cent and 250 per cent respecively.

Bede @&x @Ee o compaes o dng

nerest

D goss pois,
1997-98 as compared with the

d te meaies  hed deded
o 199798 (Tabe 6). Most of the ndusties,
barringteaandsugar,hadbomehigher
neest  buden, as indcaied

nteis H

by te reio of

nteis M o
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TABLEG6 : INDUSTRY-WSEPROHFT ALLOCATIONANDPROFTABILITY RATIOS
(Rr aat)
Iroletry/ Prdit Aloti mRtics RditailityRtic
sy gp Taxpoism Inget Qos ents G raspdits Aditsbfaeta RAditsdte tac
D o] o] o] o] o]
Rditsbfaeta Gospdits SHes SHes SHes SHes
B 9B By 0rB B 97JB BIr 9B By 97B B 9B
1 2 3 4 5 6 7 8 9 10 n V) 3
® 219 190 %5 27 219 26 200 N9 47 159 ns 129
Sor 509 174 82 7”9 149 216 108 162 13 39 Q6 32
Food poessg P 35 25 9 410 89 80 76 66 46 39 35 30
Bliles 30 25 A2 05 174 181 131 135 84 81 81 79
Irnadsted 7.5 52 536 ®1 24 21 94 83 44 31 40 30
Hysy 2 03 02 319 %8 157 160 26 23 86 79 69 63
Crerizs 178 160 830 46 210 190 w1 148 7 81 80 68
Cemert 168 79 38 68 179 149 139 103 85 34 71 32
Rier adde |1 86 219 634 7”0 104 104 88 84 32 21 26 16
palds
Paer ad e 100 X6 596 a7 175 153 n3 83 46 Q2 41 -01
palds
Regticpalas 48 50 4 63 143 166 10 27 50 43 48 41
Goaudn 2l Qa7 280 B7 R4 7.3 163 139 128 78 53 62 38
Hetridty
green 2 54 29 A8 r7 %2 26 198 170 129 97 7 75
ad apy
Tadmg 20 n4 r2 06 79 69 67 59 39 35 29 31
Hid 150 »7 160 153 %6 R 25 20 273 246 232 214
Dwasfied 132 ns r7 R4 153 160 ns nr 68 66 59 58
Tad 177 160 35 L6 174 17.3 138 132 83 76 68 64
(hdg  dey

INDUSTRY-WISE PROFIT MARGIN ON SALES,
MAJOR INDUSTRIES

Chemicals Engineering Textiles Diversified Electricity

H First Half 1996-97 H First Half 1997-98

corespondng . paiod N te
prevous  Yesr.

Major  industies which
operated wih lower  profi
magn tan n te pevous
year were chemicals (148
percent),engineering
(12.3percent),cement
(10.3 per cent),
construction(12.8per
ety ebaly geneein
&supply(17.0percent)
and paper and paper
poduds B3 per ca  On
theotherhand,consumer
product  industries such as
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tea (209 per cenl), sugar (162 per cen),
edies (135 per ce) adpesic  poduds
(127 per cet) rased ter poft  magn
RN onskes (g podbs d &% D B
of tta as wel as sugar industies improved
to 129 per cent and 32 per cent from 115
per cent and 06 per cent respecively.

Postax  poiis D s#es of fon &sed

May 1998
andcementcompaniesat3.0percentand
3.2percentdeclinedby1.0and 3.9
percentagepointsrespectively. Other
industries ke chemicals (68 per cent),

eledticty geredion &Sy (75 per e
andconstruction (3.8 percent)also

wiesed A nh e eun onses by aoout
one to tree perceniage ponts, duing the
peiod under review.



