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ABSTRACT 

 

India is known to have the 4th largest automobile industry in the world. It has seen humongous changes in its 

developments and establishments from the time Ambassador had rolled on the Indian roads until spreading its 

borders and withstanding the hazardous effects of the Coronavirus as of date. And one of the undisputed players in 

this industry, until date has been Maruti Suzuki, who still stands as having the highest market share in the entire 

Indian Automobile Industry. However, data as per 7th April 2022, states that, Maruti’s market share has been 

dropping by margins and now has reached to an approximate level of 44%. Even though they may be at the top, 

their dominance power is progressively weakening, and their rivals are gathering momentum. As researchers have 

pointed out, that Coronavirus has massively affected the automobile industry, because as it is a manufacturing 

sector, the production rates have been falling and so has the demands of vehicles by customers. But, that’s not all 

why companies are to be affected. Along with the external stakeholders, decision and takes by the internal 

stakeholders also do matter. This research paper focusses on studying the ratios of Maruti Suzuki to understand the 

reason behind their steady decline. Along with usage of the secondary data collected from the published annual 

reports of 4 Financial Years from 2016-17 until 2019-20, the areas in direct need of attention have been located and 

discussed in this paper. 
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INTRODUCTION  

Introduction of the topic 

One can rightfully state that only after the Sumerian Civilization did the impact of numbers kick into the globe 

around 4000 BC, but a strange thing to know is that, without numbers also, finance existed in this world in 3000 

BC. While the Mesopotamian lands had just seen numbers, the famous Babylonian markets were already ahead in 

dealing with money. As recorded in history, the Babylonians were known for their art and architecture, which had a 

financial component linked to it, ranging from the prices of imported stones to the costs of market tapestries for 

people to purchase. This demonstrates how crucial financial involvement was for great civilisations. 

 

The importance of numbers and money has vastly expanded as the world has progressed from slabs and 

manuscripts to paper and now digital reporting. However, to keep up with the fast-paced world, it is vital to 

understand how to analyse the financial records of existing firms so that an individual can take firm grounds upon 

where to place their money. 

 

Someone who can read those hidden thoughts and meanings highlighted in those bold numbers and look through 

those enormous and fat figures in these lengthy reports can anticipate whether the company is doing well and is it 

worth putting money into their business.  

 

Additionally, in this research paper, we would be getting a glimpse of Maruti Suzuki's performance, a well-

established name in the Indian Automobile Industry for over four glorious decades. The performance of this venture 

would be measured using a few well-known parameters, which would generate opinions about the scope of 

investment into this business during this period.   
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Introduction of the Industry 

Look around every nook and corner of India, and you will notice the presence of the automobile industry. 

Contributing to about 7.1 per cent and having a steady annual growth of about 2.3 per cent, this industry supports 

nearly 37 million jobs, as stated by Union Minister Nitin Gadkari. In the SIAM's annual convention, he stated that 

this sector is critical to guiding India toward becoming a USD 5 trillion economy and in order to do so, GDP 

contribution must increase by5%. This sector has four major components, namely, two-wheelers, three-wheelers, 

passenger vehicles and lastly commercial vehicles. 

 

According to the report 2021-22, the two and three-wheelers have seen an overall increase in production in FY'21 

and FY'22E, followed by the passenger vehicles performing better in FY'22E than in FY'21. Also, under the 

NATRiP scheme,  passive safety labs comprising the crash core facility and crash instrumentations including 

dummies have been established in Manesar and Pune. The main clusters of the Indian Automobile Sector include 

Bombay, Tamil Nadu, NCR , Gujarat and Madhya Pradesh. 

 

Introduction of the Company  

This glorious organisation, as everyone knows, is a collaboration between the Indian Maruti and the Japanese 

Suzuki Motor Corporation. With over nine subsidiaries and a slight drop in market share, it is still a dominant 

player in the automobile industry. From the time there prevailed a need for a car, Maruti Suzuki indeed has come a 

long way in serving the Indian middle-class population with various and unique models ranging from SUV to Sean. 

Moreover, it has also been catering to the present generation's trendy and opulent desires by having a range of 

luxurious automotive models under NEXA. The strong connection that Maruti has established with multiple 

generations of the population who have observed the company's growth from the 1980s to the present is one of the 

key reasons for its domination over the market for four decades. It paved its way from "Ghar aa Gaya Hindustan" to 

"Way of Life" by imprinting the belongingness of the brand to the very roots of its origin. 

 

Every plan, ranging from a proprietorship to a large company, has a historical background that sets the foundation 

and addresses the cause of its establishment in the timely evolving market. This overview of the company would be 

discussed in the following sub sections: 

 

Company Profile of Maruti Suzuki 

Born in 1981, the two companies, the Indian born Maruti Udyog and the Japanese established Suzuki Motor 

Corporation (SMC), had signed their agreement. As the period of 2000 rolled in, the second year saw the company 

becoming a subsidiary of SMC, and is also currently the largest subsidiary in terms of production volume and sales. 

Being a PLC and having itself listed in the BSE and NSE, roughly 56.37% of its equity stakes are under SMC. It 

has its exports spreading across 90+ countries, including South Africa, Chile, Egypt, Philippines, and Uruguay as 

the top 5 on the list 

 

Area of Operations for Maruti Suzuki 

A large organisation like Maruti Suzuki has two distinct categories of cars it provides for its end consumers. 

ARENA is the one that provides the usual car models with excellent customer service and, on the other hand, 

NEXA provides the customers with the elite and luxurious car models. Its presence can be seen across various 

regions in the country. 

 

Along with production, Maruti also has an array under its sales and service providing aspects. When it comes to 

sales, ARENA has about 2,413 outlets across 1,992 cities, whereas NEXA consists of nearly 380 outlets in 228 

cities. Even the commercial vehicles have around 327 outlets across 235 cities. When it comes to services, along 

with the essential ones, Maruti also provides value-based services like Maruti Mobile Support vehicles, on-road 

assistance, and to maintain customer loyalty, it provides services like Maruti Suzuki Insurance, Maruti Suzuki 

Genuine Parts and Accessories, Finance, Rewards, Driving School, Subscribe etc.  

 

Key Performance Indicators / Metrics of Maruti Suzuki 

A company, as vast and well established as Maruti Suzuki, has various aspects of the business to look after, in order 

to address the stakeholders associated with it, whether external, connected or internal. And, in order to make sure it 

conveys the needful and accurate data pointers, it must have clear cut indicators to locate the red flags, bring it to 

notice and bring about methods to clear them, and indicate where the company is witnessing growth. 

 

Every aspect dealt by the company has specific indicators, some of which are categorised as per Economical (PAT 

Margins, ROE , EBIT , Dividend Payout Ratio etc) , Environmental (Energy saved per vehicle manufactured , 

Installed number of solar panels , Water Stewardship etc) , Social (Number of Employees trained , Employee 

Benefit Expenses etc) and many more. 
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REVIEW OF LITERATURE 

 

Haghighi, &Akhter (2009) have written about a scene of comparison between the Indian and the Iranian 

Automobile Industry, in terms of Ratio Analysis with Working Capital Management. Upon analysis, it 

demonstrated that a healthy balance of components keeps the companies in their position and growth intact.  

 

Deng, Zoysa&Bhati (2013), have carried out a research work upon the empirical analysis of Automobile Industry 

in India as well as China. In the analysis, it was displayed how the Chinese Automobile sector is having set its 

benchmarks higher than that of India in terms of profitability, inventory management etc.  

 

Dharmaraj &Kathirvel (2013) have made a study upon the effects of pre and post the FDI in case of Indian 

Automobile Sector in India. As per the analysis carried, the post FDI effects have been more visible and effective 

for both the industry and the population.  

 

Pal (2015) demonstrated in her work the efficiency of the financial ratios in displaying the profitability and stability 

in the Automobile sector in the span of 15 years from 1999-2014.  

 

Kumar &Kaur (2016) have carried out a fruitful analysis upon the Indian Automobile’s profitability and the firm 

structure, and the analysis depicted the fact the firm’s size and profitability are two independent variables.  

 

Mr. Arumugan, M &R (2016), have analysed the factors which have determined the profitability of the 

automobile firms in India. Upon analysis it was seen that, factors like interest valuation, long-term funding 

structure, planning and realisation of expansion of projects, taxations by the GOI and many such factors influence 

the profitability of the Indian Automobile Sector companies. 

 

Jamari & Rao (2015) have made a study regarding the practices of working capital management at a few selected 

Indian auto manufacturing enterprises. In the analysis, it was realised that each company has its own areas of scope, 

but main area is in consideration of asset levels and the pace of generating sales revenue.  

 

Becker &Ritterspach (2009) show how Maruti grew from a government-owned firm to become one of India's 

most well-known and long-lasting joint ventures after partnering with Suzuki Motor Corporation. 

 

Afzal, Zahid, Khan, Iqbal & Mr. Sajid (2013), made a study upon the famed 2007-10 Global Financial Crisis 

which affected some of the global players in the automobile industry includingSuzuki, Honda and Hyundai. It 

depicts that the damage over the years has had an impact on industries all over the world, but it has still forced the 

automobile industry to introduce new innovations, which have also developed a wave of constructive destruction 

for competitors in the near future.  

 

Kumar &Bhatia (2014) used data from 1992 to 2013 to show how the two major participants in the automobile 

industry, Maruti Suzuki and Tata Motors, have changed their roles. The test has depicted a sense of differentiation 

between the two in the spans of mentioned time period, as per the hypothetical test. 

 

M. Gowri &Sekar M (2014) also demonstrated that, in order to better understand the financial health of companies 

around the world, the test developed by Edward Altman answers the financial distress experienced by companies 

around the world. With the use of specified data, Maruti Suzuki, one of the companies under consideration, 

outperformed the other companies in the test parameters and also outperformed the overall standards of companies 

in the automobile sector worldwide. 

 

Anand (2017) has done a detailed analysis in the aspect of Maruti Suzuki with the help of key financial ratios 

widely used. In the process, it was seen that the company has progressed up the scale in terms of sales and customer 

satisfaction, and that it has to keep doing so in order to continue to expand.Arya (2019), in her work has observed 

the changing factors in the Automobile Industry until 2019 and has also provided the fact that with the upcoming 

foreign and domestic supports and also ironing out the major challenges faced, India would be able to place itself as 

per the plans set for the sector as per Government until 2026. 

 

Kaakandikar&Ponde (2019), tried to analyse and excavate the reasons for Maruti’s dominance over years. Upon 

the analysis, it was seen that the rise in benefit proportions balances out the sound in the liquidity proportion and 

also suggested to have a larger number of assets to programs. 

 

Mahapatra, Patil & Jadhav (2021), have given a study upon the automobile sector’s performance in India, along 

with giving some specific insights into the effects of the Covid 19. In it, it was displayed how the automobile sector 

has depicted signs of recovering and re-establishment of themselves back to the original spots, 
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RESEARCH METHODOLOGY 

 

Problem Statement of The Research 

Various studies have been indicating the continual changes that industries and companies have undergone as the 

external environment has changed since independence over several years. The spread of the malicious Coronavirus 

from Wuhan in 2019, which has changed the speed of advancement forever, is one of the most recent occurrences 

that has impacted not just the industries, but the entire world. Since then, many businesses and industries have gone 

through transformations they never anticipated they would go through in these years.  

 

While reviewing the literature, it was noticed that although researchers were investigating for changes in the 

industries, fewer were looking at what the companies were going through. Take for example, the Automobile 

Industry. A severe impact has been noticed upon the Automobile Industry in India, but that doesn’t reflect the same 

upon all the companies in it. This necessitates determining what companies, in particular, have gone through and 

how adversely they have been impacted by the Coronavirus pandemic situation.With the use of key ratio yearly 

analysis, the same would be conducted for Maruti Suzuki, a key player in the Indian Automobile Industry, to study 

the changes between pre and during the covid period. 

 

Objective of the Research 

The main objectives of the research are as follows: 

 

i. To outline the factors responsible for Maruti Suzuki’s consistent growth over the past few years. 

ii. To analyse the financial health of Maruti Suzuki with the help of key financial ratios. 

iii. To evaluate the performance of Maruti Suzuki based onanalysed ratios 

iv. To presentresults of the empirical analysis performed. 

 

Period of the Study 

This study intends to examine the growth of Maruti Suzuki in the recent times and also the effects of the recent 

horrific pandemic that caused havoc in the entire world, leaving a grave impact on each and everything humankind 

has created. Hence, to do so, the data in use has been taken for the past 4 financial years i.e., FY’17 – FY’20. 

 

Scope of the Study 

As the effects of Covid 19 have been catastrophic across the entire Automobile Industry around the country, the 

study mainly focusses upon the financial status of one of the biggest key players i.e., Maruti Suzuki across the span 

of 4 years, which also talks about the pre and during Covid 19 periods. It would also take the annual comparison to 

examine the change in the previous trend before and with the impact of Covid 19. The scope of this study extendsto 

the Automobile Industryin India. This research also provided basis for further study for the automobile industry 

across other countries. 

 

Data Source 

This research is purely analytical in nature and shall be based on Secondary data collected from the list of sources 

as mentioned in Appendix I. The data for the purpose has been collected from company’s Annual Reports, mainly 

the consolidated section data, Notes of Accounts, Financial Highlights and also from the reports generated by the 

Auditors of the company.  

 

Data Collection 

The data relating to Annualized historic performance and financial healthdepicted by Maruti Suzuki for this 

research paper was collected from various sources, some of which are company databases and are reliable for our 

study like www.moneycontrol.com, www.marutisuzuki.com, and from other additional sources. 

 

Research Design 

Considering the study of Maruti Suzuki, the research paper has utilized the Quantitativeresearch design. This study 

entails the use of data gathered from multiple sources, which are already available in the public domain.Ratio 

Analysis (Financial). 

 

3.8 Data Analysis 

The following are the details of the data analysed using Maruti Suzuki's Annual Reports for the above aspects: 
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CURRENT RATIO OF MARUTI SUZUKI FOR FY’17 – FY’20 

 

 
Source: Annual Reports of MSIL 

Fig 1: Graphical Representation of the position of Current Assets and Current Liabilities 

 

The changes in the valuations of current assets and current liabilities in each of the financial years from FY’17 – 

FY’20 are as follows:  

 

Financial Year ’17 (Apr’16 – Mar’17) 

This year has witnessed a growth in Current Liabilities of Maruti Suzuki in FY’17. This positive change of nearly 

20% comprises of various factors, among which the major change is seen in the increase of Short-Term Borrowings 

done by Maruti Suzuki. Along with the Current liabilities, even Current Assets had seen a rise by 10%. This rise 

has been fuelled by the purchase of additional Inventories. The company witnessed a contrasting flow in the areas 

of Receivables, Cash balances, Loans and Advances and others, where the valuations have dipped until the limits 

between 9.1-53.6%, making the overall net effect favourable. 

 

Financial Year ’18 (Apr’17 – Mar’18) 

This year witnessed a further 16.8% rise in the valuation of Current Liabilities. This increase has the reduction in 

valuation of Short-Term Borrowings by a margin of 77%. The overall other current liabilities have also increased, 

among which, components like amount payable to capital creditors, development of foreign forward contracts etc 

have also contributed.On the other side, Current Assets has witnessed a dip by a margin of 9.7%. This reduction can 

be traced from the fact that valuation of Inventories has been curtailed by 3.2%, there has been 44% less 

Investments done in the financial year, and taxable assets have fallen in value by 16.2%. On a positive note, 

valuations of Cash and Bank balances, Loans and Advances, and other current assets (values of financial assets at 

amortised value and fair value) have seen an overall riseupto 199.3%, leaving the net effect unfavourable. 

 

Financial Year ’19 (Apr’18 – Mar’19) 

In this period, there has been a drop of 8.4% in the valuation of Current Liabilities.Though with a rise of Short-

Term Borrowings by 35% from previous year (interest rate from 7.6-8.75%), and a 11.5% rise in Provision, but in 

areas of Taxable Liabilities, Advances from Customers, and the Trade Payables have shown a heavy fall resulting 

in a dip of overall value. 

 

On the other side, Current Assets have risen by a leap of 56.1% from previous year.While observing, it has been 

noticed that Inventories have seen a 5.14% increase from previous year, a terrific rise in Investments by nearly 

315% overall, and a growth in other areas of Cash and Bank Balances, Trade Receivables, Loans and other 

financial assets along with Taxable assets. With a considerable fall in Other Current Assets of 57.1%,still the net 

impact stands in the favour of Maruti. 

 

Financial Year ’20 (Apr’19 – Mar’20) 

This financial year, the valuation of Current Liabilities has dropped by 20.17%, compared to the previous year. 

Drilling into the technicalities, this reduction has been mainly seen in the areas of Short-Term Borrowings by a 

margin of 28.94%, Trade Payables by an average of 25.81%, and also a heavy drop in the areas of Lease and other 

Financial Liabilities. Taxable liabilities have seen a rise by INR 233 million but in the area of Other Current 

Liabilities, the statutory dues i.e., amounts payable to the government or associated authorities have reduced 

drastically by 72.42%, majorly leading to the 13.67% drop in the Other Current Liabilities valuation.Looking at the 

Current Assets, the valuation has drastically gone down by a 31.83% drop from previous year. Inventories has seen 
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a slight drop of 3.27% in valuation, which is mainly due to the drop in stock of raw materials by 21.77%. 

Investments (comprising majorly of being in debt mutual funds) have seen a fall of INR 38,267 million which 

rounds up to be nearly 75.84% drop from previous year. A massive fall of 84.56% has been realised in the Cash and 

Bank Balances, an evident outcome of the catastrophic effects of Coronavirus. Other Current Assets have seen an 

increase of 41.43%, majorly contributed by Prepaid expenses and leases, and Balances with authorities in 

requirement as well as with related parties. Looking at everything, the overall outcome hasn't been in Maruti's 

interest. 

 
Source: Annual Reports of MSIL 

Fig 2: Graphical Representation of the current ratio 

 

The above graph depicts the current ratio status of Maruti Suzuki. As previously discussed, the current ratio helps a 

company to know how well can it meet its current / short term obligations. There lies a direct relationship between 

Current Ratio and Current Assets, and an indirect relationship between Current Liabilities and Current Ratio.The 

ideal ratio for a healthy company must lie within 1 to 3 as per the automotive industry and the purest form of the 

ratio is 2:1. As reflected in the graph, on a general note, the ratio has been lower than 1 in the tenure of FY’17 – 

FY’20.  

 

It can be analysed that considering the FY’16 to have a current ratio of 0.65, FY’17 has seen an increase in its ratio 

of 0.66 as both Current Assets and Current Liabilities have seen a positive rise from previous year. Looking into 

FY’18, then the ratio has fallen down to 0.51 as compared to previous year. This is because Current Liabilities has 

seen a positive change, whereas the Current Assets have seen a negative change as per the valuations. FY’19 has 

seen the highest ratio among the four years at 0.87 as compared to previous year. This increase has been fuelled by 

a big jump in valuation of Current Assets and a slight dip in the valuation of Current Liabilities.FY’20 has seen a 

severe fall in the ratio as compared to previous year, to the level of 0.75. More than Current Liabilities have a slight 

dip, Current Assets has suffered a comparatively bigger hit, compared to previous year’s rise. 

 

INVENTORY RATIO OF MARUTI SUZUKI FOR FY’17 – FY’20 

 
Source: Annual Reports of MSIL 

Fig 3: Graphical Representation of the position of Average Inventories 
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The above graph displays the situation of Inventory in Maruti Suzuki, for the Financial Years’17 – ’20. It is 

explained as follows: 

 

Financial Year ’17 (Apr’16 – Mar’17) 

As compared to the previous year’s situation, the average inventory has risen from INR 29,726 to INR 31,982 i.e., a 

rise of nearly 7.59%. This has been due to the rise in valuations of finished goods of vehicles, stores and spares, as 

well as loose tools, along with the stock-in-trade (+48.84%). 

 

Financial Year’18 (Apr’17 – Mar’18) 

In the FY’18, the average inventory has got up by a negligence amount of 0.43%. This is the result of the closing 

amount of inventory falling by INR 1,035 million, main areas of valuations being Finished Goods of vehicles 

falling by 21.33% and that of vehicle spares and components falling by 24.53%. Even the inventory as raw 

materials have fallen by 24.36% and also stock-in-tradefallen by INR 11 million. 

 

Financial Year’19 (Apr’18 – Mar’19) 

Looking at FY’19, the average inventory has seen a negligible rise of 1%. This is the result of the rise seen in all 

aspects except Finished Goods as Vehicles, where there’s a drop of 41.41% from the previous year valuations. 

 

Financial Year’20 (Apr’19 – Mar’20) 

Upon approaching the FY’20, even though the average shows a drop of 3.37%, but almost all areas of valuations, 

starting from Raw Materials, Work-in-progress, Loose tools to the transit inventory, almost all valuations have 

dropped down massively. Only stock of traded goods of spare parts and components has been kept in. 

 
Source: Annual Reports of MSIL 

Fig 4: Graphical Representation of the Inventory Ratio of Maruti Suzuki 

 

The above graph displays the Inventory Turnover Ratio of Maruti Suzuki for the periods between FY’17- FY’20.  

The ratio is explained as follows: 

i) In the FY’17, it can be noticed that the inventory turnover ratio has increased upto16 times, indicating a 

generation ofhigh level of sales. If looked at from the RFO (Net Sales) point of view, there has been a rise of 

20% and so has there been a rise in valuation of COGS, which proves the direct relationship between the 

valuation of COGS and the ratio being valued at. 

ii) In the FY’18, as compared to the FY’17, the ratio has increased by 2 times more, compared to previous year. 

This can be noticed by the drop in the closing inventory valuation and the rise in the COGS valuation, along 

with slight rise of 6.11% in RFO. 

iii) In the FY’19, as compared to previous year, the ratio has shot up upto 20 times, which can be seen as a working 

capital shortage also. This displays that the Inventory Turnover Ratio is seeming to be higher than usual bounds, 

where Maruti might be trading more than required. The Net Salesthough has risen within a range of 2.24% - 

14.54% margin, but the increase in the closing valuation of Work-in-progress by nearly 70% displays the 

overtrading of inventory. This is alsoevident from the negligible fall in transit inventory of Maruti Suzuki.  

iv) Analysing the FY’20, the fall of Inventory Turnover Ratio has been seen with the fall of COGS by 11.14% and 

simultaneously a drop in Closing Inventory valuation by 3.27%. Taking both into consideration, the net impact 

is not in favour of Maruti Suzuki. 
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NET PROFIT RATIO OF MARUTI SUZUKI FOR FY’17 – FY’20 

 

 
Source: Annual Reports of MSIL 

Fig 5: Graphical Representation of the Net Sales of Maruti Suzuki 

 

The above graph talks about the Net Sales of Maruti Suzuki from FY’17-20. On a general basis, it can be seen that 

overall trade has been rising except for FY’20, due to the catastrophic effects of the Coronavirus pandemic. 

 

Financial Year’17 (Apr’16 – Mar’17) 

Looking at FY’17, it can be seen that Sale of Vehicles has risen by 19.25% and that of spare parts/dies and 

moulds/components by 17%, from previous year. Even other aspects have subsequently increased which leads to an 

overall rise in Net Sales.  

 

Financial Year’18 (Apr’17 – Mar’18) 

Moving towards FY’18, as compared with the FY’17, Sale of Vehicles has increased further by 5.04% and that of 

spare parts/dies and moulds/components by 10.51%. Even other aspects have subsequently increased which leads to 

an overall rise in Net Sales. 

 

Financial Year’19 (Apr’18 – Mar’19) 

As FY’19 rolled in, overall Net Sales hit its peak with a rise of nearly 5%. In this year, the Sale of Vehicles has 

risen by 2.24% and that of spare parts/dies and moulds/components by 14.43%, from previous year. Even other 

aspects have subsequently increased which leads to an overall rise in Net Sales. 

 

Financial Year’20 (Apr’19 – Mar’20) 

When it arrived at FY’20, the onset of Coronavirus pandemic, the Net Sales have fallen down overall by 11.05%. In 

the areas of Sales of Vehicles, there has been a drop of 15.44% and an increase of 2.55% in spare parts/dies and 

moulds/components, from previous year. Only source in rise for the Revenue from Operations has been from the 

services being provided by about 15.33%. There has been a recovery of freight & service charges by nearly 77.48% 

more than that of the previous year. 

 

 
Source: Annual Reports of MSIL 

Fig 6: Graphical Representation of the Net Profit Ratio of Maruti Suzuki 
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The above graph talks about the Net Profit Ratio of Maruti Suzuki for FY’17- FY’20. It is seen as follows: 

i) In this FY’17, the Net Profit Ratio has increased upto 9.7%. This shows how the NetProfit has risen by nearly 

36.63%, depicting how the business has been having a greater operation efficiency of management. 

ii) In this FY’18, the Net Profit Ratio has decreasedupto 9.6%.Though the margin is negligible, but even with the 

1% drop, there has been a display of increase in cash flows in form of Net Sales and also increase in generation 

of profit by 5.72% and 4.92% respectively. 

iii) In this FY’19, the Net Profit Ratio has decreased upto8.9%.The reason to this is the reduction in the amount of 

profit being generated due to the 7% rise in the total valuation of expenses for the year, compared to the 

previous year.Even though Net Sales had hit its peak, but the efficiency has dipped. 

iv) In this FY’20, the Net Profit Ratio has decreased to the level of 7.5%. In this series, this is the lowest, being 

seen by Maruti Suzuki in this series of FY’17-20. This drop is due to the fall in valuation of Net Profits by 

nearly 26%, and so has the Net Sales by 12.1%. This damage is due tothe onset of Coronavirus, which brought 

catastrophic effects with it on the economy as well as on all companies worldwide. 

 

CASH FLOW ANALYSIS OF MARUTI SUZUKI FOR FY’17 – FY’20 

 

 

 
Source: Annual Reports of MSIL 

Fig 7: Graphical Representation of the Various sources of cash flows of Maruti Suzuki 

 

The above graph talks about the various sources of Cash Flows of Maruti Suzuki, namely the Operating, Investing 

and Financing for the FY’17-20. It’s analysis can be depicted in the provided table: 
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Source: Annual Reports of MSIL 

Fig 8: Graphical Representation of the Net Change in Cash Flows of Maruti Suzuki 

 

The above graph displays the net change in the cash flow, being seen in Maruti Suzuki for FY’17-20. The above 

can be analysed as follows: 

 

Financial Year’17 (Apr’16 – Mar’17) 

In this year, as compared to the previous financial year, it can be observed that there has been a huge amount of 

cash being utilised in the business in the investing and financing activities, in the form of purchase of various kinds 

of assets and payment (repayment) of various financial tools. The utilisation has grown by nearly 23.22% from the 

generated value of the previous year. This also reflects the reduction in value of Cash and Cash Equivalents. 

 

Financial Year’18 (Apr’17 – Mar’18) 

In this year, as compared to the previous financial year, it can be observed that there has been a huge amount of 

cash being generated in the business in the operating activities which was able to fund the investing as well as the 

financing activities. This generation grew from the utilisation of cash, compared to the previous year by 344.4%, 

which shows a growth in the valuation of Cash and Cash Equivalents. 

 

Financial Year’19 (Apr’18 – Mar’19) 

In this year, as compared to the previous financial year, it can be observed that there has been a huge amount of 

cash being generated in the business, in the operating activities ,which was able to fund the investing as well as the 

financing activities. This generation grew from the utilisation of cash, compared to the previous year by 126%. 

 

Financial Year’20 (Apr’19 – Mar’20) 

In this year, as compared to the previous financial year, it can be observed that there has been a huge amount of 

cash being utilised into the business, which was more in the form of payments for purchases of various financial 

tools and assets, and also repayments of dividends on shares, income taxes and finance costs. This dip is nearly 

246% , as compared to the previous year, which displays the grave impact of the pandemic on Maruti Suzuki. Not 

just that, due to this massive reduction, even the net Cash and Cash Equivalents have slashed down by INR 1651 

million. 

RESERVE ANALYSIS OF MARUTI SUZUKIFOR FY’17 – FY’20 
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A company has various kinds of reserves and surplus in his business, in order to provide a security against any sort 

of economic uncertainty or loss which is common for occurrence. In other words, this stands as a protection against 

the risk factor faced by the company. 

 

Maruti Suzuki has a list of various reserves and surplus, some of them are as follows:  

 

A glance into this table displays the various reserves and surpluses that Maruti Suzuki maintains. But the one where 

there have been frequent changes, is the Retained Earnings of the company. Retained Earnings, in simple words is 

the amount from the net earnings that have been kept aside from the shareholders. It is also seen as the top end 

component of the shareholder’s equity that helps the company to decide its shares’ book value. Many might see that 

revenue and retained earnings are correlated to each other. While revenue is the amount that is earned by the 

company at the end of the accumulated economic activities carried out, which later becomes the Net Income, a part 

of which is the Retained Earnings. 

 

The amount of income, set aside as Retained Earnings, is rooted by the company’s experience and its age into the 

industry. In other words, the expertise of the company decides how much of the income is suitable for being kept 

aside as Retained Earnings. More mature and experienced companies prefer to operate at higher income levels, 

which makes them sufficient enough to keep aside less money and give the rest to its shareholders, establishing a 

Win- Win situation. On the other side, the lesser companies, in order to sustain in the industry, has to provide a 

major chunk of its profit towards the retained earnings, leaving them with less amount towards its shareholders. In 

simple manners 

Expertise of the Company ∝  
1

Amount kept as Retained Earnings
 

 

Expertise of the Company ∝  Amount given to Shareholders 

 
Source: Annual Reports of MSIL 

Fig 9: Graphical Representation of the Retained Earnings of Maruti Suzuki 

 

The above graph explains the change in level of retained earnings kept by Maruti Suzuki, each financial year from 

FY’17-20. It can be explained as follows: 

 

Financial Year’17 (Apr’16 – Mar’17) 

In this year, as compared to the previous financial year, it can be observed that there has been an increase of nearly 

24.2% from the previous year’s valuation of Retained Earnings. The probable reason of an increase in valuation can 

be seen from the possible increase in the amount in Net Sales valuation from FY’16 to FY’17 by an approx. 19% 

 

Financial Year’18 (Apr’17 – Mar’18) 

In this year, as compared to the previous financial year, it can be observed that there has been a decrease of nearly 

13.85% from the previous year’s valuation of Retained Earnings. The probable reason of this dip in valuation can 

be seen from the fact that in that year, the expense of depreciation and amortization increased by a margin of 

14.52%. 

 

Financial Year’19 (Apr’18 – Mar’19) 

In this year, as compared to the previous financial year, it can be observed that there has been a decrease of further 

12.26% from the previous year’s valuation of Retained Earning. The probable reason of this continuing decline in 
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valuation can be seen from the fact that in that year, a 6.66% hike in the dividend amounts for the preference 

shareholders and also, a 9.46% increase in the expenses incurred out of depreciation and amortization for that year. 

 

Financial Year’20 (Apr’19 – Mar’20) 

This year faced the brunt of the deadly Coronavirus, which has impacted the world economy and all the companies 

across the world. In this year, as compared to the previous financial year, it can be observed that there has been a 

dip of 6.15% in the valuation of Retained Earnings. This is the result of the nearly 11% dip in the valuation of the 

Net Revenue in the business, andan increase in the depreciation and amortization expenses by an amount of INR 

5,076 million. Even the payment of dividend to its shareholders hadn’t changed at all in this crucial year of the 

pandemic. 

 

Along with the Retained Earnings, the proportion of the retained earnings to its Net Revenue can be depicted in the 

following manner: 

 

 
Source: Annual Reports of MSIL 

 

Fig 10: Graphical Representation of the Retention Ratio of Maruti Suzuki 

 

Put across in simple manner, the retention ratio measures the proportion of the net earnings that is stored in order 

for future usage, instead of distributing it to the shareholders. It is tended to be also recognized as the plowback 

ratio, as it retreats the earnings belonging to the investors of the company.  

 

The above graph displays how much amount is being retained back by the business. It can be explained as follows: 

 

Financial Year’17 (Apr’16 – Mar’17) 

In this FY’17, the retention ratio has been around 40%. This is, compared to the previous year, has been a 1.35% 

rise in the valuation of Retained Earnings. This tells that the earnings are being distributed in a higher ratio of 4:6, 

which puts the preference shareholders at an advantage in terms of them, receiving a higher pay still, over the 

equity shareholders, and the company is keeping aside more money for future needs. 

 

Financial Year’18 (Apr’17 – Mar’18) 

In this FY’18, the retention ratio has increased by a margin of 4% , i.e., now settled at 44%. As compared to the 

previous year, the settlement for preference shareholders has now dipped a bit from its original pay out of 0.6 per 

INR to now, 0.56 per INR. In the case of company, it’s been an increase in his retainment of the earned revenue, as 

compared to the previous year. 

 

Financial Year’19 (Apr’18 – Mar’19) 

Upon analysing the FY’19, it can be seen that the retention ratio has further risen by a margin of 3% from previous 

year. The continuous increase in the retention ratio puts the payment of preference shareholders in lessening 

valuation.  

 

Financial Year’20 (Apr’19 – Mar’20) 

In this FY’20, the situation has been crucial for the company in the circumstances of the deadly pandemic leaded by 

the Coronavirus. In this, the company has increased to 56%. This reflects the fact that these earnings being retained 
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were mainly to make sure that the company survives the deadly effects on the operations due to the sudden 

pandemic. 

 

INVESTMENT SITUATION OF MARUTI SUZUKIFOR FY’17 – FY’20 

 

A company does investments with two main purposes: one is to have a return generating source and other is to have 

a source for expansion needs. The expansion needs are taken care by the liabilities side of the positional statement, 

but the return generating source has been in the assets side of the positional statements.  

 

The reason for assets being a source of investment is the very fact that it is always acquired by the business to 

generate economical values for the business. As stated in the International Financial Reporting Standards (IFRS), 

A38, point 4.3, it has described asset as “present economic resource controlled by the entity as a result of past 

events”, and point 4.4 displays economic resource as “a right that has the potential to produce economic benefits”. 

Here, the investments are being analysed with considering both the long-term investments as well as the short-term 

investments, as both bring different sets of benefits for the organisation. These both are differentiated by the factor 

of operating cycle i.e., while the first one doesn’t reside in the tenure of operating cycle which is roughly 12 

months, the latter is always realised in the tenure of 12 months.  

 

These investments would then be analysed to see the amount of Net profits being produced from these investments, 

and later it would be analysed upon how well are the earnings and dividends per share value being derived from 

these returns. 

 

 
Source: Annual Reports of MSIL 

 

The above graph displays the valuation of the changes in the level of Non-current and Current Investments of 

Maruti Suzuki from FY’17-20. This can be analysed as follows: 

 

Financial Year’17 (Apr’16 – Mar’17) 

In this FY’17, the situation of non-current investments overall has increased by nearly 38.1% due to the increase in 

valuations of equity instruments in associate companies and in joint ventures. On the other hand, the current 

investments have also increased by 90.1%, the increase being fuelled by increase in valuations of mutual debt funds 

 

Financial Year’18 (Apr’17 – Mar’18) 

In this FY’18, the situation in non-current investments have bettered by nearly 29.42%, which has been the result of 

further investments in terms of equity instruments in associate companies and in joint ventures. Whereas, in terms 

of current investments, a 44.13% dip has been noticed, as compared to the previous year, due to the dip in mutual 

debt fund investments. 

 

Financial Year’19 (Apr’18 – Mar’19) 

Upon analysing the FY’19, it can be seen that the valuations in non-current investments have dropped by some 7% 

in valuation compared to previous year, due to dip in other equity-based investments, though the difference has 
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been covered by the rise in investments in associate companies, joint ventures in equity instruments and also in long 

term debt instruments. On the other hand, current investments have stepped up by a jump of 314.5% due to a leap in 

investments in short term mutual debts. 

 

Financial Year’20 (Apr’19 – Mar’20) 

In this FY’20, the situation has been crucial for the company in the circumstances of the deadly pandemic leaded by 

the Coronavirus. In this, the non-current investments have stepped up to secure the company from long term 

uncertainties, by about 12% in terms of previous year’s valuation. The increase has been noted in the areas of 

associate companies, and long term mutuals, though the joint ventures have been hit a blow. The current 

investments, on the other hand has dropped by nearly 76%, suffering a blow in short term mutual debts. 

The above can be summarised as shown: 

 

 
Source: Annual Reports of MSIL 

Fig 12: Graphical Representation of the level of Total changes in Investments of Maruti Suzuki 

 

Now, to see how profitable, the investments were, the levels of profits can be seen as depicted below: 

 

 
Source: Annual Reports of MSIL 

Fig 13: Graphical Representation of the level of Profits of Maruti Suzuki 

 

Over here, as seeing the graph, the levels of profits can be seen as in a mixed relation with the change in 

investments, which reflects how well the two types of investments have been trying to balance each other’s effects, 

in order for the returns to be beneficiary for Maruti Suzuki. However, an exception of the least investments due to 

which, drop in Net Profits have been noted as these show the dire impacts of the horrendous Coronavirus pandemic 

that had taken place in the world, which effected the entire economy. 
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But profits weren’t the only thing in concern for the business. Its various stakeholders also were curious to see the 

valuation of the returns being given in terms of equity and dividend. This can be seen as follows: 

 
Source: Annual Reports of MSIL 

Fig 14: Graphical Representation of the EPS and DPS of Maruti Suzuki 

 

The Earnings and the Dividends for every share held by equity and preference share is displayed in this graph 

above. In this, a trend can be seen that the Earnings have been initially rising at a comfortable rate, whereas the 

Dividends also accompanied them behind. But, since the tenure of 2019, and the onset of the pandemic, the 

Earnings and the Dividends have fallen, the reason being less amount of Revenue being earned, which forced the 

companies to retain the amount, which is proven from the fact that retention in the FY’20 had been higher than the 

slight growing trend of it in the years of FY’17-19. 

 

The same has been seen in terms of the Earnings Ratio and Dividend Pay-out Ratio for simple understanding of the 

flow, as shown below: 

 

 
Source: Annual Reports of MSIL 

Fig 15: Graphical Representation of the EPS ratio and DPS ratio of Maruti Suzuki 
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RESULTS AND FINDINGS OF THE STUDY 

 

Post the analysis, the observations that have been made are as follows: 

 

a) The Company, until the FY’19 has been strategically performing well in its operations, well in its investing 

aspects and also good in its financial terms. Yes, it is a definite thing to say that the Coronavirus has impacted 

gravely on the company, as being a manufacturing industry, it has its dire consequences, on the production 

scales and sales generations in those years, but still kept its customers satisfied. 

b) Maruti’s current obligations meeting capacity isn’t great in terms of the trend seen in the current ratio, which 

leaves a room for improvement to maintain good relations with its short-term liability holders. 

c) It has a good control on its inventory valuation, which keeps its inventory usage intact in a range, but can 

definitely improve upon it. 

d) Due to the widespread of the image and also its excellent customer care, post the product purchase, the opinions 

have also fuelled the sales which have poured heavy amounts of Profits, barring out the impacts of Coronavirus. 

An interesting fact to see is that, the profit level hasn’t gone deep down, all due to the excellent services 

provided to its new and loyal customers. 

 

CONCLUSION 

 

In the end, it can be concluded, that Maruti Suzuki, even after decades of its establishment, has been living up to the 

expectations of its customers, investors and would be potential enough to rise in the eyes of its stakeholders, 

provided if it maintains its legacy which has been running for the past many years now. Its strategic choices of 

maintaining enough reserves, not just for future expansions, but for uncertainties like the pandemic, has put the 

company in a stable position even when other competitive companies had been facing severe economic issues. 

Also, its relations with its internal stakeholders have been quite well in terms of the returns being received by them. 

But, definitely in coming times, it needs to be highly tactical with its relations, as opportunities are lurking 

everywhere for a person to change minds, if it seems more attractive than its current returns. 
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