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ABSTRACT

The steel industry is one of the key industriedtia. The success of any business is based aeefffinancial
managemeniThe study has been undertaken to analyze the falapasition of selected steel companies in Indihe
researcher selected the top five steel companiésdia for analyzing financial performance duringntyears of the study
period from 2007-08 to 2016-17. The researcher igppthe Altman Z-Score model for analysis usingprahalysis. The
study found that financial performance of SAIL amdDAL was good during the first half of the stymbriod but it was
not so during the second half. Financial performamé Tata Steels was good during 2007-08, 2009ntD2910-11 and
during other years it was not so. Financial perfamse as measured by Altman Z-score of JSW wasdyoraty the first
year of the study period and it was not good dutting rest of the years. Financial performance of #&s not good

during the entire period of study as shown by #mults of the Altman Z-score model.
KEYWORDS:Financial Position, Z-Score, Working Capital, Reii Earnings and Book Value
INTRODUCTION

India is one of the fastest economics in the gldbeonomic development in India is contributed byngna
industries. Among various industries steel indusrgonsidered as the backbone. Since steel isathiematerial for the
majority of other industries in the economy. The gapita consumption of steel is used as one ofntipertant indicators
to measure the socio-economic development andjlisiandards of the people in any country. Stealdasic material for
any industry in a country. Better infrastructureéngportant for the development of any industry incantry. Steel is the
primary material for the infrastructure industryneT steel industry is one of the biggest and fagfesing industries in
India. The indian steel industry is one of the topthe global level. Global steel production w&9Q million tones during
2017 and global steel production met 4 percent irmver the year 2016. India was the t&hcBuntry in steel production
next to China and Japan in the year 2017. Chin&ibated 832 million tones, Japan contributed 108ion tones and
India contributed 101.4 million tones to total ghblsteel production. Many steel companies are beperated in India.
They are providing raw material to other industrgesl providing employment opportunities to peopi¢hidirectly and
indirectly. The growth of such companies is impottaoth for the economy and people. Good manageafemtompany
leads for the success of the business. Among \&aspects of management, finance is playing aoritaupt role and it is
base for other activities of a business. Hencerébearcher studied financial management of selestezl companies in

the country using the Altman Z-Score model.
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REVIEW OF LITERATURE

Shrabanti Pal (2016) found that all the ratios pkcpiick ratio, debt -equity ratio and earnings glestre showed
that the ratios during pre and post-crisis peri@lenndependent of global financial turmoil. Theulés of the correlation
analysis showed that most of the variables shatatsstically significant relation with the profitéity factor. Yafeng Li,
Chunmei Cheng and Qiang Liu (2016) evidenced thatfitpbility and cash flow had a great impact oa financial risk
assessment of the iron and steel enterprises. eBearchers] recommendations were provided to dah&dinancial risk
of the steel industry listing corporations. Mohdn¥een and Asif Pervez (2016) found that there wagdine in the
financial performance of SAIL during the study jpekii.e. between 2005 and 2014. Asif Pervez (20¢®)eaced that the
financial health of the company is very good. Thees no sign of the failure of the business inrthar future and failure
of the company in long-run is completely uncertarpredict. Basman Omar Al-Dalayeen and Borhan Offamad Al-
Dalaien (2017) highlighted that the financial pemiance of Jordan Steel was satisfactory duringainjears of the study

but deteriorated in later years and hence requigies should be taken to improve its performance.
OBJECTIVE

The study has been undertaken with the followingative.

To study the financial position of selected steghpanies in India using the Altman Z-score model.
METHODOLOGY

The study has been undertaken to analyze the falapasition of selected steel companies in Indiae study
has been undertaken during ten years of the stedggpfrom2007-08 to 2016-17. The researcher seleSted| Authority
of India Limited, Tata Steels LtdJjndal Stainless Limited, Jindal Steel and Poweniteéd and JSW Steel Limited as the
sample of the study. The researcher used secoddgayfor analysis. For this purpose, the reseangtprired accounting
data, which were extracted from annual reportshef ¢oncerned companies and they were collected @@mcerned
websites of the companies. The researcher apphiedAitman Z-Score model for analysis using rati@lgsis. This

methodology has been described below.

The Z-score is a linear combination of four or fiwzemmon business ratios, weighted by coefficieifitse
coefficients were estimated by identifying a setfiohs which had declared bankruptcy and then cthg a matched

sample of firms which had survived, with matchingibdustry and approximate size (assets).

Altman applied the statistical method of discrinmhanalysis to a dataset of publicly held manufat The
estimation was originally based on data from piplield manufacturers but has since been re-estiinaased on other

datasets for private manufacturing, non-manufacturand service companies.
The original Z-score formula was as follows,
Z=1.2T,+ 14T, + 3.3, + 0.6T, + 0.99T.
Here,
T, = Working Capital / Total Assets. Measures liqagets in relation to the size of the company.

T, = Retained Earnings / Total Assets. Measurestpiwlfity that reflects the company's age and earpiower.
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T3 = Earnings Before Interest and Taxes / Total Asskteasures operating efficiency apart from tax and

leveraging factors. It recognizes operating eamagbeing important to long-term viability.

T4 = Market Value of Equity / Book Value of Total luéities. Adds market dimension that can show upusigy

price fluctuation as a possible red flag.
Ts = Sales/ Total Assets. Standard measure forastat turnover (varies greatly from industry toustdy).
The score may be interpreted as follows.
Z > 2.99 -“Safe” Zones
1.81 <Z<2.99 -“Grey” Zones
Z < 1.81 -“Distress” Zones
RESULTS AND DISCUSSIONS

This section of the paper presents the resultsd@mlission under Altman’s Z-score methodologytife sample

companiesTable //// shows the results of Altman’s Z Sco@msSAIL.

Table 1: Z-Score Mode of SAIL

Year T1 T2 T3 T4 TS Z- Score
2007-08 0.31 0.45 0.28 182 095 3.96*
2008-09 0.28 0.43 0.17 072 0.79 274
2009-10 0.27 0.42 0.15 150 058 2.88
2010-11 0.16 0.43 010 092 097 225
2011-12 0.13 0.47 0.08 051 0.1 1.97
2012-13 0.06 0.44 0.05 0.3l 0.53 1.55
2013-14 -0.02| 0.42 0.04 032 041 1.41
2014-15 -0.06| 0.40 0.04 028 0.46 1.24
2015-16 -0.14| 0.35 -0.08 0.18 0.39 0.65
2016-17 -0.19| 0.30, -0.02 0.24 0.42 0.67

SourceComputed from Secondary Data Collected from AniRegorts

Table 1 shows the calculated Z-scores of SAILmythe study period. The calculated Z-score ofcin@pany
was 3.96 during 2007-08, it was more than 2.99cédhe financial position of the company was vespdyduring such
years and it was in a safe zone. But during theelient years, Z-score of the company was decgedsiming the period
from 2008-09 to 2011-12, the calculated Z-scoregh@fcompany stood at 2.74, 2.88, 2.25 and 1.9%otisely, they were
less than 2.99 but more than 1.81, according tartbdel financial position of the company was satigry during such
period and the company was in the gray zone dwiutdy period. But during the last five years of shedy period, the
calculated Z-scores were less than 1.81, it ind&cabor financial position of the company and iswadistress zone and
improvements are needed in terms of long term firduposition of the company. Table 2 shows thelteof Altman’s Z
Scores for TATA.
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Table 2: Z-Score Mode of TATA

Year T1 T2 T3 T4 TS5 | Z- Score
2007-08 0.53| 038 0.1% 092 0.36 2.56
2008-09 -0.01] 0.34 0.13 0.22 0.36 1.38
2009-10 0.03| 049 012 075 034 191
2010-11 0.06f 0513 0.13 0.66 0.33 1.93
2011-12 -0.04| 054 0.12 047 0.35 1.74
2012-13 -0.05| 053 0.1¢0 0.30 0.37 1.55
2013-14 -0.07| 054 0.10 0.34 0.38 1.60
2014-15 -0.04| 057 0.09 0.27 0.36 1.56
2015-16 -0.05| 0.5 0.06 025 0.31 1.39
2016-17 -0.03| 044 0.0y 042 043 1.50

Source: Computed from Secondary Data Collected from AniRegorts

It could be known from table 2 that the calculafdinan’s Z-score of Tata Steels was 2.56, 1.91188 during
2007-08, 2009-10 and 2010-11 respectively. Theyeuess than 2.99 but more than 1.81, hence thadialaposition of
the company was satisfactory during the study pleai® per the Z-score model and the company wdwigrey zone and
little improvements are required. During rest of tyears, the calculated Z-score of the companylessthan 1.81, it
showed poor financial position of the company dyrsuch years and the company was in distress zwheféorts are
required to improve the financial position of thempany to avoid financial risk in future. Table [Bow/s the results of
Altman’s Z Scores for JISW.

Table 3: Z-Score Mode of JSW

Year T1 T2 T3 T4 T5 Z- Score
2007-08 -0.07| 034 014 074 055 1.86
2008-09 -0.15| 0.2 0.0 0.1p 049 0.92
2009-10 -0.07/ 030 0.17 O0.756 0.99 1.74
2010-11 -0.09] 039 009 049 0.56 1.58
2011-12 -0.07/ 0.3 0.04 0.3 0.64 1.45
2012-13 -0.02| 035 0.08 0.2/ 0.5 1.53
2013-14 -0.08/ 0.34 0.04 0.37 0.66 1.48
2014-15 -0.02| 033 0.08 0.29 0.62 1.50
2015-16 -0.11} 0.27 -0.03 0.4 0.50 0.90
2016-17 -0.10, 0.29 0.1} 056 0.65 1.62

SourceComputed from Secondary Data Collected from AniRegorts

The results of table 3 indicate that the calculatestore of JSW was 1.86 during 2007-08, it was than 2.99
but more than 1.81 and this result shows that fiigrposition of the company was satisfactory dgir2907-08 and the
company was in the grey zone and little improvememé required to improve the financial positiorttef company.But
during the other nine years, the calculated vahfeg-scores of the company was less than 1.8Indicates that the
company’s financial position was poor during suehigd. The company is needed strong efforts to avprthe financial
position of the company in order to avoid financiaks in the future. Table 4 shows the resultaltfinan’s Z Scores for
JINDAL.
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Table 4: Z-Score Mode of JINDAL

Year T1 T2 T3 T4 TS Z- Score
2007-08 0.12| 038 0.1 328 055 3.79*
2008-09 0.06| 037 01% 1.28 0.33 240
2009-10 -0.09] 0.33 0.11 3.24 0.36 3.02*
2010-11 -0.08/ 0.33 0.12 24 036 258
2011-12 -0.12) 0.32 0.10 152 040 1.95
2012-13 -0.06) 0.313 0.08 0.82 0.38 1.48
2013-14 -0.09| 0.28§ 0.06 0.58 0.32 1.13
2014-15 -0.04, 0.277 0.03 0.3t 0.29 0.91
2015-16 -0.11) 0.3§ 0.01 0.09 0.21 0.67
2016-17 -0.09| 0.3 0.01 0.18 0.23 0.78

Source: Computed from Secondary Data Collected from AniReports

It could be known from table 4 that the calculatatlie of Z-score of JINDAL was 3.79 and 3.02 dur2@7-08
and 2009-10 respectively, these values are mome 289, according to standards fixed by the mobel company’s
financial position was good and the company wathénsafe zone. The calculated values of Z-score ®et0, 2.58 and
1.95 during 2008-09, 2010-11 and 2011-12 respdygtitleey were less than 2.99 but more than 1.8ks€&hresults show
that the financial position of the company wassfatitory during the years and the company wasgreg zone and little
improvements are required in the financial positibne calculated Z-scores of JINDAL were less tha31 during the last
five years of the study period. These results stimt the company’s financial position was not gading the second
half of the study period and the company was itreis zone during such years. Hence the companydskake high
efforts to improve its financial position in ordermeet financial risk in the future. Table 5 shdhes results of Altman’s Z
Scores for JSL.

Table 5: Z-Score Mode of JSL

Year T1 T2 T3 T4 T5 Z- Score
2007-08 0.13 0.19 0.07 028 054 1.30
2008-09 -0.04 0.12 0.00 0.06 045 0.60
2009-10 0.06 0.15 0.06 0.16 0.46 1.02
2010-11 0.05 0.16 0.06 0.11 0.49 1.03
2011-12 -0.02 0.13 0.02 0.09 0.49 0.78
2012-13 0.00 0.09 -0.01 0.06 0.62 0.74
2013-14 -0.06 0.01 -0.01 0.05 0.76 0.69
2014-15 0.05 -0.02 0.08 0.06 0.44 0.79
2015-16 0.13 -0.05 0.05 0.08 0.53 0.79
2016-17 -0.18 0.16 0.08 0.28 0.81 1.25

Source: Computed from Secondary Data C@ltefrom Annual Reports

Table 5 shows that the calculated values of Z-sobr#SL were less than 1.81 during all the yearthefstudy
period. According to Altman Z-score model, Z-scarigh more than 2.99 will represent good financiakiion Z-score

between 1.81 and 2.99 is considered satisfactatyZascore less than 1.81 shows poor financial positf the company.
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Hence the financial position of JSL was not goodrduthe study period since the Z-scores were tleas 1.81 and the

company was in distress zone and more effortseayeined to improve its financial position.

CONCLUSIONS

The steel industry is one of the key industriemiia. The success of any business is based anesififinancial

management. The researcher selected the top &eé  mpanies in India for analyzing financial penfiance during ten

years of the study period from 2007-08 to 20167 researcher applied the Altman Z-Score modebafalysis using

ratio analysis. The study found that financial parfance of SAIL and JINDAL was good during thetfinalf of the study

period but it was not so during the second haliaktial performance of Tata Steels was good duididy-08, 2009-10

and 2010-11 and during other years it was not s@r€ial performance as measured by Altman Z-sebd&SW was good

during the first year of the study period and iswemt good during the rest of the years. Finaqmaformance of JSL was

not good during the entire period of study as shbwthe results of the Altman Z-score model.
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