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ABSTRACT 

The paper analysed the financial performance of the pharmaceutical industry during pandemic 

times. Analysing from the previous year, net working capital requirement didn’t change much. 

Liquidity positions of the companies are also improved during pandemic times. one of the 

reasons that can be drawn is due to an increase in the supply of medicines. This has also led to 

increase in the profitability of the companies. However, this performance can also be 

extraordinary and situation specific. such performance will be hard to repeat when situations get 

normalised. 

Keywords:  Financial Performance, Large Cap Pharmaceutical Companies 

inancial performance is a subjective measure of how well a firm can use assets from its 

primary mode of business and generate revenues. The term is also used as a general 

measure of a firm's overall financial health over a given period. Analysts and investors 

use financial performance to compare similar firms across the same industry or to compare 

industries or sectors in aggregate. 

• It tells investors about general wellbeing of the firm. 

• All listed companies are required to publish annual audited financial statement 

according to listing agreement. 

• Financial statement typically includes Balance-sheet, Income Statement and Cash Flow 

Statement. 

• Financial Statement analysis measures how well the firm is doing with the help of 

quantifiable indicators. 
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• It is also to be noted that financial performance based on a single indication doesn’t give 

true picture. So it can never be used in isolation. Only comprehensive performance gives 

clear view of the firm. 

 

The key source of analysing Financial Performance of any company is its financial statement 

which is available with the exchange where the company is listed i.e., NSE (National Stock 

Exchange) and BSE (Bombay Stock Exchange). It is accessible to the public.  

 

In the pandemic times, the financial performance review has become more important as it 

questions the firm’s ability to survive the difficult time. It also questions the other key 

management decision related to debt and capacity expansion. This paper also tries to answer 

this question by analysing the large cap pharmaceutical companies performance during this time 

comparing it immediately with previous period. 

 

REVIEW OF LITERATURE 

Endri, E in their paper “Financial performance evaluation: Empirical evidence of 

pharmaceutical companies in Indonesia. Systematic Reviews in Pharmacy” (2020) examined 

the financial performance of pharmaceutical companies listed on Indonesian stock exchange 

and concluded that greater the liquidity ratio, better the company’s financial position is because 

it measures the liquidity position of the company. It further concluded that a lower activity ratio 

is more inefficient for the company namely lower inventory, fixed asset turnover and total asset 

turnover ratios. However greater profitability ratios are always good for companies. 

 

Majumder and Rahman (2012) elaborate a bit on the financial statement and explained that it is 

source of financial information. If this source is used properly then it can provide lot of 

information on firm’s position and financial performance in the market. Several studies that 

approach the performance issue at the microeconomic level prove the special importance of 

financial management aspects, on the improvement of which depend the outcomes and the 

companies’ competiveness. 

 

S.C.Sheela analysed financial performance of pharmaceutical companies with DuPont analysis. 

They concluded that Cipla’s financial performance is superior as compared to others. Cipla’s 

performance was based on Return on Equity and Return on Investment criteria. It has also been 

found that absolute measurement is not relevant unless there is comparison with similar size or 

sectors industries. 

 

DATA AND METHODOLOGY 

As this paper analysed the performance of pandemic times, data is analysed for Financial Year 

2020-21 and compared it with previous year 2019-20. Data analysed are of top five large cap 
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companies viz. Sun Pharma, Divis Lab, Dr Reddy’s Labs, Cipla and Aurobindo Pharma. 

Financial performance is measured on a consolidated data. 

 

The research is quantitative descriptive and the companies selected are manufacturing 

companies in the pharmaceutical sector which is listed in National Stock Exchange (NSE). Five 

large cap companies are chosen based on Market capitalization data available on NSE. So the 

data are secondary in nature.  

 

The performance of those companies are analysed based on three key parameters viz. Liquidity, 

Activity and Profitability ratio. Leverage ratios are largely ignored because none of the selected 

companies hold significant amount of leverage in their balance sheet. So the impact of 

pandemic on its debt paying capacity is negligible. 

 

DATA ANALYSIS AND INTERPRETATION 

Liquidity Ratios 

1. Net Working Capital 

Companies Name F.Y.2020-21(Rs. In Crores) F.Y. 2019-20 (Rs. In Crores) 

Sun Pharma 14297 15948 

Divis Lab 5062 3753 

Drreddy's Lab 6447 5385 

Cipla 8618 7313 

Aurobindo Pharma 9158 5026 

 

There is no significant change in net working capital of all five companies. In fact, except Sun 

Pharma, all four companies’ net working capital has increased substantially even though the 

financial year was hit by the pandemic. The decrease in working capital of Sun Pharma is also a 

marginal and looks like ordinary course of business. 

 

2. Current Ratio 

Companies Name F.Y.2020-21(Times) F.Y. 2019-20 (Times) 

Sun Pharma 1.89 2.02 

Divis Lab 5.55 5.05 

Drreddy's Lab 1.8 1.75 

Cipla 2.88 2.66 

Aurobindo Pharma 1.86 1.44 

 

Again, except Sun Pharma all other companies current ratio has increased significantly. The 

result is also replica of net working capital because both the ratio represents current 
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commitments of the companies. And hence except Sun Pharma, all four companies has 

strengthen their liquidity position even in pandemic times. 

 

Activity Turnover Ratio 

1.Inventory Turnover Ratio. 

Companies Name F.Y.2020-21(Times) F.Y. 2019-20 (Times) 

Sun Pharma 3.72 4.17 

Divis Lab 3.25 2.89 

Drreddys Lab 4.19 5 

Cipla 4.1 3.91 

Aurobindo Pharma 2.74 3 

 

Inventory Turnover or Stock turnover represents the no. of times company able to sell compared 

to closing stock. Here the performance is quite mixed. Inventory turnover of Sun Pharma, 

Drreddys Lab and Aurobindo pharma has decreased but Divis Lab and cipla’s Inventory 

Turnover has gone up. So both Cipla and Divis lab has been able to generate more sales during 

pandemic times than their peers. 

 

2. Fixed Asset Turnover Ratio 

Companies Name F.Y.2020-21(Times) F.Y. 2019-20 (Times) 

Sun Pharma 49.5 48.11 

Divis Lab 64.68 63.19 

Drreddy's Lab 71.56 75.42 

Cipla 76.17 72.4 

Aurobindo Pharma 73.18 79.85 

 

Fixed Asset turnover ratio represents turnover generated compared to non-current assets held by 

the companies. Here also, the performance is quite the same as Inventory Turnover ratio. As the 

sales of Divis Lab and Cipla has increased substantially compared to previous year, their asset 

turnover ratio is also positive. However, in case of Sun Pharma, Drreddy’s Lab and Aurobindo 

Pharma – their Fixed asset turnover ratio is adverse as compared to previous year due to lower 

sales. 

 

Profitability Ratio: 

1. Gross profit Ratio 

Companies Name F.Y.2020-21(%) F.Y. 2019-20 (%) 

Sun Pharma 27.84 23.22 

Divis Lab 41.93 37.29 
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Drreddy's Lab 21.84 17.64 

Cipla 23.58 20.72 

Aurobindo Pharma 23.06 21.88 

 

Gross profit ratio of all the companies has increased substantially compared to previous year 

even in pandemic times. However significant changes in gross profit is of Sun Pharma and 

Drreddy’s lab where the increase is as high as twenty percentage compared to previous year. 

Conclusion can be drawn that companies has not lost any significant revenue due to lockdown 

and other tough measures in pandemic times. 

 

2. Net profit Ratio 

Companies Name F.Y.2020-21(%) F.Y. 2019-20 (%) 

Sun Pharma 6.82 12.75 

Divis Lab 28.47 25.51 

Drreddy's Lab 9.99 11.24 

Cipla 12.53 9.02 

Aurobindo Pharma 21.75 12.31 

 

The net profit ratio represents the real picture of the company where all rosy picture of gross 

profit is gone in case of Sun Pharma where the Net profit ratio is almost halve during pandemic 

year. There is also significant drop in net profit ratio in case of Drreddy’s lab but for all other 

companies there is quite a bit of increase in net profit ratio. In case of Aurobindo Pharma, the 

net profit ratio has gone up as high as almost eighty percentage.  

 

Largely it can be concluded that the companies have been able to generate same amount of 

wealth even during pandemic time without affecting their day to day activity.  

 

Limitation of the Study 

1. The study has taken care of pandemic times means only financial year 2020-21 data is 

considered and compared with previous year. This only shows companies performance 

during pandemic times. So long term investment decision cannot be formed from the 

above data. 

2. Financial performance of companies are analysed based on three parameters viz 

Liquidity, Activity and Profitability ratios. Other factors may also affect the overall 

decision.  

3. Sample size can also be expanded in large cap market capitalization category. 
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