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Abstract:

A company’s financial stability has a big impact on the growth of the country and for the benefits of the
society. Financially sound companies keep the money of the stakeholders in safe position and utilized it for the
benefit for the society and nation. The objective of this study is to measure the financial distress status of the
selected NIFTY 50 companies of Indian Stock Market. Out of 50 companies of NIFTY 50, companies belong o
other than finance industry are selected for the analysis. For the purpose of analysis researcher has vsed the
financial statements of the companies so the secondary data has been used by the researcher for the period of
2022-23. This research paper is descriptive and analytical in nature. To measure the fimancial distress of the
company Altman Z score model has been utilized by the researcher and found that out of 39 selected companies
of NIFTY 50 there are 9 companies which belong to the bankruptcy status.
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Introduction:

A company's financial stability has a big impact on how well its operations go. Financial mstability
threatens a company's capacity to survive at all and leads to its demise. The financial crisis of 2008 and the
ensuing recession had a serious effect on the corporate sector. Despite an increase in debt, business profitability
has sharply decreased. Corporate failure is a common problem in both emerging and developed economies. A
corporation facing bankruptcy may be able to avoid the terrible effects of complete collapse by tzkmg
preventative measures. It is now even more important that the stakeholders assess the financial health of ther
organizations in light of the 2008 global financial crisis and the failure of major American and European
organizations. Businesses need to be able to pay their debts in order to continue operating and expanding. The
capacity to sell an asset for its fair market value in order to meet continuous cash flow requirements or
unanticipated financial demands is referred to as liquidity. Liquidity risk refers to the threat that a corporation
won't have the cash or liquid assets needed to cover its cash commitments.

Financial Distress: ;

When a company's commitments exceed its assets, it is in financial difficulty. Undercapitalization, a
lack of sufficient cash on hand, poor resource usage, inadequate management of all activities, falling sales, and
unfavorable market circumstances are frequently causes of financial hardship. When a company has financial
difficulty, it has inadequate cash flow but is not insolvent despite having deadweight losses. A few of the
disciplines and points of view that have been utilized to explore the many diverse facets of financial difficulry
include political philosophy, legal theory, management, economics, accounting, and finance. Persistent losses
Cause Jiabilities to excessively climb and asset values to drop, which causes financial difficulty and collapse.
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Research Objective:
The purpose of this research is to examine the financial distress status or the financial health of the

selected companies with the help of Altman Z score Model.

Research Methodology:
The table below shows the research methodology used by the rescarcher. Table 1.1 Shows the Research

TZR

Methodology used:

Particulars Research Methodology used

Research Type This study is descriptive and analytical in nature.
Sampling unit Selected NIFTY 50 Companies

Researcher has selected 39 companies out of 50
companies of NIFTY 50.

Sample Selection | Out of 50 Companies of NIFTY 50, the companies
other than finance sector have been selected.

Data Used Secondary data has been used by researcher.
Source of Data Financial Statements of the companies

Period of study Financial data for the year 2022-23 has been used by
the researcher.

s e e B

Sample Size

V Review of Altman Z score Model:
This Altman Z score model was originally developed by the Edward I Altman in the year 1968 and

originally sample involved 66 corporations with 33 companies in every group for the time of 1946-1965. The
secondary data like income statements and balance sheet of the companies were used and inputs that Altman
- utilized were 22 financial ratios out of which standard five ratios were identified and analysed which are as
e follows:

Ratios used in Z Score Analysis:

X Table 1.2 Shows the formulas of Ratios to be used in Altman Z score Model

Sr. | Ratio Formula
No.
1. | Working Capital to Total Assets Working Capital
Ratlc? . Total Assets
2. | Retained Eamings to Total Assets | Retained Earnings
Ratio Total Assets
3. | EBIT to Total Assets Ratio EBIT
: Total Assets
4, rv!arlfe.t. value. of Equity to Total | Market Value of Equity
Liabilities Ratio Total Liabililties
5. | Sales to Total Assets Ratio Sales
Total Assets

lm OMance
mg’%ﬂ:’u and 'lnterpretations of above Five Ratios:
Tking Capital to Total Assets Ratio:

{ ascerta;
g s the net liqui
3 i id asset i :
- Companjeg o o q s of the companies or firms with reference to total capitali
% ! pitalization of the

o Retained g
o ¢d Eamings 16 Total Assets Ratio:

7




e company. In other terms this rqy;
Retention is very much helpful for the company to expand 'the busmc'ss orf;:illc as copmparc to total assets are nloo‘
helps to determine the leverage of a firm, like with the high retention

required to finance their capital needs from debt.
R3: EBIT to Total Assets Ratio:

ies which is free from any tay
This ratio determines the actual productivity of the asscts of the companics or
leverage factors,
Rd4: Market valye of Equity to Total Liabilities Ratio: e s
ine i iabili
This ratio determines the how much the company’s assets would decline in l:ra!lrllzol;sfe'(:‘l;e the liabilities (curren,
o £e _
liabilities + non-current liabilities) surpass the assets and the firm turn out to
RS: Sales to Total Assets Ratio

This ratio defines the sales generating capacity of the assets of thie company.

Table 1.3 Shows Ratios of Selected Companies of NIFY 50

Sr. | Name of the Company | R1 R2 R3 R4 RS
1 | Adani Enterprises Ltd. 0.059 | 0.213 | 0.051 0323 | 1.23
2 | Adani Port and Special 0.026 | 0.348 | 0.008 0.044 | 0.056
Economic Zone Ltd.
3 | Apollo Hospital 0.21 0.580 | 0.082 0.181 | 0.58
4 | Asian Paints 0.356 0.665 | 0.213 0.545 | 1.26
5 | Bajaj Auto Ltd. 0.166 0.826 | 0.157 0.235 | 1.038
6 | Bharti Airtel Ltd. -1.14 0.2672 | -0.0078 | 0.028 | 0.247
7 | Bharat Petroleum Corp. | -1.119 | 0.315 | 0.079 0.0088 | 2.49
Ltd.
8 | Britannia Industries Ltd. | -0.036 | 0.339 | 0.306 0272 | 1.85
9 | Cipla Ltd. -0.36 0.876 | 0.105 0.340 | 0.54
10 | Coal India Ltd 0.134 0.454 | 0.506 0.263 | 0.05
11 | Divi’s Laboratories Ltd. | 0.535 0.874 1 0.276 6.77 0.74
12 | Dr. Reddy’s Laboratories | 0.502 0.745 | 0.090 0.139 | 0.62
Ltd.

13 | Eicher Motors Ltd. 0.183 0.753
14 | Grasim Industries Ltd, 0.040 0.772
15 | HCL Technologies Ltd. | 0.334 0.787
16 | Hero MotoCorp Ltd. 0.232 0.723
17 | Hindalco Industries Ltd. | 0.106 0.546
18 | Hindustan Unilever Ltd. | 0.053 0.695

0.147 0.305 | 0.75
0.047 0.097 | 0.36
0.248 0.314 | 0.75
0.149 0.111 | 1.33
0.086 0.028 | 0.72
0.168 0.341 | 0.74

19 | Infosys Ltd. 0.276 0.670 | 0.286 0.252 | 1.08
20 | ITC Ltd. 0.545 0.783 | 0.264 0.361 | 0.77
21 | JSW Steel Ltd. 0.008

0.388 | 0.156 0.022 | 0.8

22 | Larsen & Toubro Ltd, 0.488

0.711 | 0.257 1.07 1.33
23 id(aihindra & Mahindra 0.105 0.568 | 0.095 0.066 | 0.91
td.
24 | Maruti Suzuki Indja Ltd. -0.003 | 0.734 0.062 0.158 1.23
25 | Nestle India Ltd, 0.045 0.263 0.370 0350 | 1.97
26 | NTPC Ltd. -0.009 | 0.33 0.05 0.008 | 033
27 | Oil And Natural Gas -0.002 | 0.684 |0, 121 0.022 | 0.34
Corporation Ltd.
28 | Power Grid Corporation | -0.04 0.279 | 0.066 0.010 Jo.16
of India Ltd.
29 | Reliance Industries Ltd. 0.024 0.528 | 0.05 0.051 | 0.48
30 | Sun Pharmaceutical -0.009 | 0.59 0.052 0.179 | .0.24

, —
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Calculation of Z score:

Formula to calculate the value of Zsc
=12R,+ l4Ra+ 3.3R;+ 0.6Rs+ J999R;s

Measurement of Financial Health:
According to Altman following are t

Z

ore is as follows:

he guidelines to be used to identify the firm as eith

[ [ Industries Ltd.
31 | Tata Consumer Products 0.168 | 0.818 | 0.082 0.323 | 057
Ltd.
32 | Tata Motors Ltd. 0.177 [0300 |-0026 [0040 [0.73
33 | Tata Steel Ltd. 20.1008 | 0559 [0.199 | 0.01 | 064
34 | Tata Consultancy 0464 | 0.633 [ 0410 0326 | 139
Services Ltd.
35 | Tech Mahindra Ltd. 0295 | 0724 |0.179 ] 0.150 | 1.02
36 | Titan 0338 | 0461 [0.118 [0.137 | 151
37 | UltraTech Cement Ltd. 20.002 | 0.606 | 0.087 0.077 | 8.76
38 | UPLLtd 0072 | 0.409 |0.064 |0.056 | 094
39 | Wipro Ltd- 0355 | 0662 |0.189 [0.09 |08
Source: www.moneycontrol.com

bankrupt.
Table 1.4 Shows the Guidelines of Z score Value
Situation | Z-Score Zones Result
1. Below 1.8 | Bankruptcy Zone Failure is certain
2. 1.8t03 Healthy Zone May or may not fail
3. Above3 | Too Healthy Will not fail
Table 1.4 Shows the Value of Z score and Interpretation of its score of Selected Companies of NIFTY 50:
Sr. | Name of the Company Z Score | Interpretations
1 | Adani Enterprises Ltd. 1.96 Healthy Zone
2 [Adani Port and Special | 0.63
Economic Zone Ltd.
3 | Apollo Hospital 2.03 Healthy Zone
4 | Asian Paints 3.65 Too Healthy
5 | Bajaj Auto Ltd. 3.04 Too Healthy
6 | Bharti Airtel Ltd. -0.76
7 | Bharat Petroleum Corp. Ltd. | 3.04 Too Healthy
8 | Britannia Industries Ltd. 343 Too Healthy
9 | Cipla Ltd. 1.88 Healthy Zone
10 | Coal India Ltd 2.67 Healthy Zone
: ; Il;li'vi‘sR l;t;otalories Lud. . 1.57 Too Healthy
[_ui, y’s Laboratories | 2.64 Healthy Zone
13 | Eicher Motors Ltd.
14 | Grasim Industries Ltd. fglg %
: ; gcan) L";Z’g’;%ies Ld__ 325 | TooHealthy
. rp Lud. 3.17 Too Health
| 17 | Hindalco Industries Ltd, 1.91 -
18 | Hindustan Unilever Ltd ) el Zoue
DR : 2.53 Healthy Zone
| 19 | Infosys Lid.
20 [TeL 344 Too Healthy
21 [ JSW Steel Lid, 3.60 | Too Healthy
h 1.87 Hcallhy Zone
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ﬂuca%n an

er financially sound or

dSociety (
Special Issye-| Vol
s Volume-Iil, Aprij 2023)u
GC CARE Listed Journal |
SSN: 2278-6864

51



;_____——-—7—-;-55""“—'1 Too Healthy
22 | Lanen& TOM(L—" "ETB’_— Healthy Zone
53 | Mahindra & Mahindra Ltd. 1 = ; ey 2005
24 | Maruti Suzuki India Ltd. i-; : B
25 | Nestle India Ltd. ) -
26 | NTPC L. 0.97
27 [ Oil And Natural Gas 171
Corporation Ltd. e
; . RANKINDIC Y Aaliis
28 | Power Grid Corporation of | 0.72 B AT DIC YL
India Ltd. ,
29 | Reliance Industries Ltd. 1.45
30 | Sun Pharmaceutical | 0.87
Industries Ltd.
31 | Tata Consumer Products 2.38 Healthy Zone
Ltd.
32 | Tata Motors Ltd. 0.86
33 | Tata Steel Ltd. 1.97 Healthy Zone
34 | Tata Consultancy Services | 4.36 Too Healthy
Ltd.
35 | Tech Mahindra Ltd. 3.06 Too Healthy
36 | Titan 3.01 Too Healthy
37 | UltraTech Cement Ltd. 9.85 Too Healthy
38 | UPL Ltd. 1.84 Healthy Zone
39 | Wipro Ltd. 2.85 Healthy Zone

Analysis and Interpretation:

Figure 1 Shows Financially Distress Companies
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From the above analysis researcher concluded that out of selected 39 companies of NIFT 50, 15 compan®
belongs to “Too Healthy” Zone. Those companies belong to this zone have no bout th b:erup* oy ¥
money of the stakeholders are safe. worry about the ;

Out of selected 39 companies of NIFTY 50, 15 companies belong to “Healthy Zone™ which means thes

companies need to improve their financial health and if they i i

. ‘ . 5 impro i ] . i1 but if &7

do not improve their financial condition then chances of ba::;.r gtc;:::zit:anf:::} ﬁt\‘ey will not fail b
within two years.

Out of selected 39 companies of NIFTY 50, 15 companies belong to bankruptcy zone and the ﬁng,;;ﬁ

statements of the companies are not that much good. The co i : ®
' mpanies wh : quptcy pav i
shown on the figure 1 ich belong to this bankrup

Limitations of the Study:
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