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Abstract- The financial performance of JSW Steel Itd provides an in-depth analysis, and is one of India's leading
steel manufacturing companies in India. It Provides a comprehensive overview of the company's financial
statements, liquidity, profitability, and operational efficiency. It assesses the impact of economic conditions and
industry trends on the business and financial performance. Financial statements, including income statements,
balance sheetsand cash flow statements, are then reviewed over a period of time.
This helped develop a deep understanding of financial markets, risk management and the day-to-day operations
of alarge steel company. By rigorously and systematically evaluating the financial performance of JSW,
Salem, this study aims to inform strategic decision-making processes and facilitate a deeper understanding of
the factors affecting the company and its financial position in the wider economic environment.
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INTRODUCTION:

In the dynamic landscape of contemporary business, understanding the financial performance of companies is
paramount for investors, stakeholders, and management alike. This study delves into the financial performance of JSW,
Salem, offering insights into its economic health, operational efficiency, and strategic prowess. JSW, Salem, a
subsidiary of the renowned JSW Group, stands as a significant player in the steel industry, contributing to the economic
fabric of Salem and beyond.

This research aims to analyze various financial indicators and metrics to evaluate JSW, Salem's performance over a
specified period. Through meticulous examination of financial statements, including balance sheets, income statements,
and cash flow statements, this study endeavors to uncover patterns, trends, and areas of strength or concern within JSW,
Salem's financial operations.

Moreover, this investigation will not only focus on quantitative analysis but also incorporate qualitative assessments of
JSW, Salem's strategic initiatives, market positioning, and competitive advantages. Understanding the external factors
impacting the company, such as industry dynamics, economic conditions, and regulatory frameworks, will provide a
comprehensive view of its financial performance.

Furthermore, this study will employ benchmarking techniques to compare JSW, Salem's financial performance with
industry peers, identifying areas of competitive advantage and opportunities for improvement. By benchmarking against
industry standards and best practices, this research will offer actionable insights to enhance JSW, Salem’s financial
performance and ensure its sustainability and growth in the face of evolving market conditions.

Ultimately, the findings of this study aim to provide valuable insights for investors, management, policymakers, and
other stakeholders interested in understanding and optimizing the financial performance of JSW, Salem. Through a
rigorous analysis of financial data and strategic positioning, this research seeks to contribute to the body of knowledge
surrounding corporate finance and facilitate informed decision-making for all stakeholders involved.

INDUSTRY PROFILE

JSW Steel Ltd is one in every of India's main incorporated metallic manufacturers, and it has a couple of flora and
centers throughout the country. JSW Steel Ltd is a part of the JSW Group, a conglomerate with pastimes in numerous
industries consisting of metallic, energy, infrastructure, cement, and more. The strategic area of the Salem plant lets in
it to cater to the stressful desires of the principal vehicle mobile hubs in South India. Located round 340 kilometers from
Chennai and one hundred eighty kilometers from Bangalore, it's far nicely related with railway lines, highways and
ports, which makes the transportation of uncooked substances and completed merchandise easy. This, coupled with its
start-of-the-art work generation and precise processes, makes Salem a metallic plant that’s actually a reduce above the
rest.
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JSW Steel Ltd., Salem Works, India’s biggest Special Alloy Steel Plant (Long merchandise) has been presented the
coveted Deming Prize for 2019. The goal to hold to advantage all stakeholders withinside the destiny via way of means
of growing and offering business equipment and new substances that clear up numerous social issues.

OBJECTIVES OF STUDY

e  Evaluate JSW, Salem's profitability by analyzing key financial ratios and indicators over a specified period.

e Assess the liquidity position of JSW, Salem through a detailed examination of its current and quick ratios.

e  Examine the impact of economic conditions on JSW, Salem's financial performance and identify potential
mitigating strategies.

o Investigate the operational efficiency of JSSW, Salem by analyzing its efficiency ratios and operational metrics.

e Conduct a comparative analysis to benchmark JSW, Salem against industry peers and identify areas of
competitive advantage or improvement.

e  Understand the overall fiscal health of JSW, Salem by scrutinizing its cash flow statements and assessing long-
term solvency.

REVIEW OF LITERATURE

S.No | Author name | Year Title of paper | Scope of this study | Outcome of this study
1 Rao, M. 2021 "Cash Flow | Examining  cash | Provided insights into the
Dynamics in | flow statements and | company's overall fiscal
JSW, Salem” long-term solvency | health
2 Smith, J. 2020 "Financial Comparative Identified key financial
Analysis of | analysis of | indicators influencing steel
Steel financial companies
Companies” performance in the
industry
3 Patel, R. 2019 "Economic Examining the | Established correlation
Conditions and | impact of economic | between economic
Corporate factors on financial | conditions and finances
Finances" health
4 Gupta, A. 2018 "Operational Assessment of | Identified areas for
Efficiency  in | operational operational improvement in
Manufacturing” | efficiency in | similar contexts
manufacturing
firms
5 Kumar, S. 2017 "Liquidity Focus on liquidity | Highlighted significance of
Ratios in Steel | ratios in the context | liquidity ratios for steel
Industry" of the steel industry | companies
HIERARCHY OF THE ORGANIZATION
Plant Head —) Manufacturing ‘ Maintenance
Logistics < Cost < Finance
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RATIO ANALYSES
1. Liquid ratio

Liquid Ratio = Liquid (or) Quick assets

Current Liabilities

Year 2019 2020 2021 2022 2023

Quick assets 19,007 22,705 14,249 31,587 35,015
Current liabilities 42,008 43,688 43,299 57,551 69,963
Liquid Ratio 0.452461436 | 0.519707929 | 0.329083813 | 0.548852322 | 0.500478825

Liquidity ratio, also known as acid test ratio, is used to assess the short-term liquidity and ability to meet immediate
financial obligations without selling inventory.

Liquid Ratio
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e In 2019, the company had a liquid ratio of approximately 0.45, indicating that it could cover about 43% of its
current liabilities using its liquid assets.
In 2020, the ratio increased to around 0.51, suggesting an improvement in the company's short-term liquidity.

[}
e The ratio remained relatively stable in 2021 at approximately 0.32.
e In 2022, there was a significant increase in the liquid ratio to around 0.54, indicating improved liquidity.
e In 2023, the ratio remained at approximately 0.50, suggesting the company's ability to meet its short-term
obligations.
2. Proprietary Ratio

Proprietary Ratio = Equity attributable to owners of the company
(Shareholders’ funds)

Total assets of the company (Tangible assets)

Year 2019 2020 2021 2022 2023
Shareholder’s Funds

34,795 36,599 46,764 67,297 65,695
Total assets of the |, 1, g1y 1,31.,820 148317 1,06,485 211,078
company
Proprietary ratio 0.302791653 | 0.277643757 | 0.31529764 | 0.342504517 | 0.311235657

This ratio shows the general soundness of the company. It is of particular interest to the creditors of the company as it
helps them to ascertain the shareholders’ funds in the total assets of the business.

The proprietary ratio represents the proportion of assets funded by equity. A higher proprietary ratio indicates greater
reliance on equity for financing assets.
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In 2019, 30.26% of the total assets are owned by the shareholders.

The proprietary ratio decreased to 27.76% in 2020, indicating a lower proportion of equity.
It increased to 31.54% in 2021, suggesting an increase in equity's proportion.

The proprietary ratio further increased to 34.25% in 2022.

In 2023, it decreased to 31.15%, but equity still constitutes a significant portion of assets.

3. Operating Ratio

Operating Ratio = Operating expenses X 100

Total Revenue from Operation

The operating ratio is a financial metric used to evaluate the operational efficiency and profitability of a company. This
ratio indicates the relationship between Total operating expenses and Total Revenue from Operations. Operating ratio
measures the amount of expenditure incurred in production sales and distribution of output.

Year 2019 2020 2021 2022 2023
Operating expenses 69,846 65,699 64,377 1,13,365 1,54,887
Total revenue from | 84,757 73,326 79,839 1,46,371 1,65,960
operation

Operating ratio 82.40735279 | 89.59850531 | 80.63352497 | 77.45045125 | 93.32791034

Operating Ratio
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. In the years 2019 and 2021, the company had relatively lower operating ratios, indicating better operational

efficiency. In 2021, the operating ratio improved significantly, which is a positive trend.
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. In the years 2020, 2022, and 2023, the company's operating ratio increased, indicating that operating expenses
grew faster than revenue. This might be a cause for concern, and the company should analyse and manage its expenses
to improve efficiency.

. The highest operating ratio was in 2023, indicating a potential decline in operational efficiency during that year.

4. Cash Flow Margin Ratio

Cash Flow Margin Ratio = Net Cash Generated from Operating Activities

Total Revenue
The primary purpose of the Cash Flow Margin Ratio is to assess how efficiently a company can convert its sales revenue
into cash.
A ratio greater than 1 suggests that the company is able to generate positive cash flow from its operations relative to its
total revenue, which is a positive sign. A higher ratio reflects stronger cash generation relative to revenue.

Year 2019 2020 2021 2022 2023

Net Cash

Generated from

Operating 14,633 12,785 18,789 26,270 23,323
Activities

Total Revenug 11,168 3,031 12,015 20745 5,655

Cash Flow Margin

Ratio 1.310261461 | 4.218079842 | 1.563795256 | 0.883173643 | 4.124314766

cash flow margin ratio
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. In 2019, the company had a Cash Flow Margin Ratio of approximately 1.31, indicating that for every unit of
revenue, it generated Rs. 1.31 in cash from its operating activities.
. In 2020, the ratio significantly increased to approximately 4.21, suggesting a substantial improvement in cash
generation relative to revenue.
. In 2021, the ratio decreased slightly to approximately 1.56, but it still indicates a positive cash flow relative to

revenue. In 2022, the ratio decreased further to approximately 0.88, which means that the company's cash generation
from operations was less efficient compared to the previous years.

. In 2023, the ratio increased again to approximately 4.12, indicating a relatively strong cash flow relative to
revenue.

o. Operating Profit Ratio
Operating Profit Ratio = Operating Profit X 100

Total Revenue from Operation
The operating profit ratio measures the profitability of a company's core operations before considering exceptional items
and taxes. The operating profit ratio, also known as operating margin, is a measure of a company's profitability from its
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core operations. It shows the operational efficiency of the firm and is a measure of the management’s efficiency in
running the routine operations of the firm.

Year 2019 2020 2021 2022 2023
Operating profit 11,198 3,908 12,097 29,569 5,201

Total revenue from
operation 84,757 73,326 79,839 1,46,371 1,65,960

Operating profit ratio | 13.2118881 | 5.329623871 | 15.15174288 | 20.20140602 | 3.133887684
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* In 2019, the company had an operating profit ratio of 13.22%, indicating that it earned an operating profit of
13.22% of its total revenue from operations.

* In 2020, the operating profit ratio decreased to 5.32%, suggesting a lower profitability in the core operations
compared to the previous year.

* In 2021, the operating profit ratio improved to 15.14%, indicating a better profitability from core operations.
® In 2022, the company achieved a higher operating profit ratio of 20.22%, showing a substantial improvement
in profitability.

. In 2023, the operating profit ratio declined to 3.13%, which might be a cause for concern as the profitability
from core operations decreased significantly.

6. Cash Flow Coverage Ratio
Cash Flow Coverage Ratio = Operating Cash Flow

(Interest Paid + Principal Debt Repayments)

The cash flow coverage ratio, also known as the cash flow to debt ratio, is an important financial metric that serves
several purposes and provides valuable insights into a company's financial health and ability to meet its debt obligations.
A higher cash flow coverage ratio indicates a lower risk of default on debt payments, providing greater assurance to
creditors and investors.

Year 2019 2020 2021 2022 2023
Operating Cash Flow | 14,633 12,785 18,789 26,270 23,323
Interest Paid +

Principal Debt | 16,635 17,390 17,893 28,776 22,328
Repayments

Cash Flow Coverage

Ratio 0.879651 | 0.735193 1.050075 0.912914 1.044563
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e In 2019, the company had just enough operating cash flow to cover its interest and principal debt repayments,
resulting in a cash flow coverage ratio of 0.87.

e In 2020, the company's cash flow coverage ratio decreased to 0.73, indicating a lower ability to cover debt
payments. In 2021, the cash flow coverage ratio improved significantly to 1.05, suggesting a strong ability to cover

debt payments.

e In 2022, the ratio decreased to 0.91, indicating a reduced ability to cover debt payments compared to the previous
year.

e In 2023, the ratio decreased further to 1.04, implying that the company had just enough cash flow to meet its debt
obligations.

FINDINGS

e The proprietary ratio was a slight decrease in 2020, the company consistently maintains a substantial proportion
of equity in its assets. This is reassuring to creditors and indicates a strong financial position.

e The cash flow margin ratio improved in 2020 but decreased in 2022, indicating some fluctuations in cash flow
relative to revenue. Overall, the company has demonstrated a capacity to generate positive cash flow from
operations, which is reassuring for investors.

e The operating profit ratio indicates that the company's core operations were quite profitable in 2021 and 2022.
There was a significant decline in 2023, suggesting a need for the company to address its core profitability issues.

e The cash flow coverage ratio shows that the company generally had just enough cash flow to cover its debt
payments. While there was a slight decline in 2022, the ratio remained relatively stable. The company needs to
manage its debt carefully to ensure consistent coverage.

RECOMMENDATION

e To address the decline in operating profit ratio in 2023, the company should focus on cost control and operational
efficiency measures. This includes optimizing processes, reducing wastage, and identifying areas for cost savings.

e To improve the declining profitability from core operations, the company should assess its product mix, pricing
strategies, and cost structures. Identifying and addressing underperforming areas is essential.

e The company should maintain a consistent focus on cash flow management to ensure that it can consistently cover
debt obligations and invest in growth opportunities.

CONCLUSION

The study on the financial performance of JSW Steel Ltd, Salem, provides valuable insights into the company's
operations, profitability, liquidity, and overall fiscal health over the years 2019-2023. The finance department of JSW
Steel Ltd in Salem plays a pivotal role in the financial management and decision-making processes of the company.
Despite some fluctuations, the company consistently maintains a significant proportion of equity in its assets, reflecting
a strong financial position and providing reassurance to creditors. Maintain a consistent focus on cash flow management
to ensure the company can cover debt obligations and invest in growth opportunities effectively.

By implementing these recommendations, JSW Steel Ltd, Salem, can enhance its financial performance, strengthen its
competitive position, and ensure sustainable growth in the dynamic steel manufacturing industry.
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