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The research paper specially analyzes profitability and liquidity and the effects of the ratios on the financial performance of the top pharmaceutical companies in Bangladesh. Over the past five years from 2016 to 2020, this study covered three listed and well managed pharmaceutical companies, those are ACME laboratories ltd, Beximco Pharmaceutical ltd, and Square pharmaceutical ltd. Secondary data has been collected for this study and all mathematical data have been gained from firms' annual audit reports. Each essential data is introduced in the figure and table and all data have been effectively organized in different chapters. The paper contains the firm’s overview and important information, range structures financial wealth, profitability and liquidity management theories and formulas. Between liquidity position and profitability of those companies, there is an effective correlation. Defend the liquidity and profitability ratios evaluates such as current ratio, quick ratio, cash ratio, profit margin ratios (gross profit and net profit), operation expenses ratio, ROA and ROE. Mathematical and graphical analysis has been established for measuring all those profitability and liquidity ratios.  
As appeared in the findings, companies need to maintain enough liquid assets and minimize liquidity and other related cost of liquidity. Meantime, the study is to assess the significant effect of profitability on how efficiently companies maintain and earning profit. And over all analyses have the measurement of pharmaceutical companies’ performance, liquidity and profitability position in the pharmaceutical sector.  

Keywords: Liquidity, Profitability, Ratio Analysis, Financial Performance, ACME Laboratories Ltd, Beximco Pharmaceutical Ltd, and Square Pharmaceutical Ltd. 
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[bookmark: _Toc84724459]CHEPTER I:
[bookmark: _Toc84724460]INTRODUCTION 

1.1 [bookmark: _Toc84724461]Background of the Study:

This study, titled ‘profitability and liquidity analysis of the top pharmaceutical companies in Bangladesh,’ has been prepared as a part of the internship/ project program instructed for completing the Bachelor of Business Administration program in Accounting. The topic I have chosen for work is specially recognized with my considerable field and helped me to admit the exploit of several financial theories and analyses. The profitability and liquidity analysis of the top pharmaceutical companies in Bangladesh includes evaluating the financial effectiveness and efficiency for decision-making purposes and understanding the overall condition over a given period or year. The report’s financial profitability and liquidity are determined through utilizing finance-related information, which will be exceptionally valuable for the financial specialists, investors, officials, and other invested individuals to take their vital choices.   

1.2 [bookmark: _Toc84724462]Background of the Organization: 

The pharmaceutical industry is unavoidable in today’s economy. The pharmaceutical industry provides medical products and services. In recent time, the pharmaceutical sector supplies a wide range of medical services to ensure people’s optimum health. As a result, the pharmaceutical industry has exhibited that it is a vital part of people’s safety and wealth. 
The Drug Control Ordinance in 1982 publicized that the local pharmaceutical companies of our county get immediate support for outgrowth and development of pharma sector. Conforming by The Directorate General of Drug Administration, and The Bangladesh Association of Pharmaceutical Industries, nearly 257 pharmaceutical companies are licensed and operating in Bangladesh. Those pharmaceutical companies meet approximately 98 percent of local demand. 
Bangladesh pharmaceutical firms had a market wroth of nearly USD 3.6 billion in 2019, with the growth rate of 7.6 percent expected to reach $ 3.54 billion in 2022. These industries dominated our market and the foreign market, a market research considered that the pharma market will be exceed $ 6 billion in the financial year 2025/26, with the increasing rate of 114 percent from its present market rate.      
Three companies were chosen for the study among various pharmaceutical companies in Bangladesh focused on liquidity and profitability measurement. The companies are considered for this study ACME Laboratories Ltd, Beximco Pharmaceutical Ltd., and Square Pharmaceutical Ltd.






1.3 [bookmark: _Toc84724463]Purpose of the Study: 

The result of this study will help in finding companies’ financial wealth and condition, such as profitability and liquidity in the last five financial years. The study would aid to determining if firms’ liquidity holdings have any direct impact on their profitability. This is the study; such significant empirical knowledge is required for effective evaluation in the perspective of liquidity and profitability measurement. Furthermore, the study has accumulated to the financial knowledge base by providing explanations on pharmaceutical businesses manage their earnings over financial years. 

1.4 [bookmark: _Toc84724464]Research Aim: 

This research is aimed to determine the profitability and liquidity ratios of pharmaceutical companies based on their financial audit reports. This study will determine the efficiency and effectiveness of pharmaceutical companies' profitability and liquidity. In the part of analyzing its profitability and liquidity, it will show how firms manage their earnings and debts between different financial years.

1.5 [bookmark: _Toc84724465]Research Objective: 

[bookmark: _Toc84724466]1.5.2 General Objective:

This report’s general objective is prepared an internship/ project program to complete the Bachelor of business Administration program, in Accounting from United International University. 


[bookmark: _Toc84724467]1.5.2 Specific Objective: 

The study aims to analysis and measure the profitability and liquidity of Bangladesh’s top financially wealthy pharmaceutical firms. The following are the broad objectives that will be addressed by the study: 
· To analysis the profitability and liquidity ratios of the healthy pharma companies.
· To introduce liquidity and profitability based on pharmaceutical activities. 
· To improve the efficient and effective measurement of liquidity and profitability.
· To improve explorative and theoretical knowledge.
· To improve analytical abilities of mathematical analysis. 
· To identify the problems relating the financial profitability and liquidity of the pharmaceutical sector.
· To make a comparison among the pharmaceutical companies’ profitability and liquidity measurements. 

1.6 [bookmark: _Toc84724468]Limitation of the Study: 

The study is driven over five years covering from 2016 to 2020, this time may not sufficient to conclude, because unexpected economic changes may have an effect on the output of the companies. Therefore, limitations have been occurring in this study:
· Data sources for this study are limited to only three companies and collected data for five financial years or periods, which can lead to various outcomes.
· Few times due to the new rule adjustment 18 months annual report was published, instead of 12 months. Those 18 months data have been ignored. 
· Collecting data from different sources have created problems in making the project on time.
· Firms do not share confidential data and information in their annual reports or websites due to their business interest. 
· The process of secondary data collection is quite difficult, lot of necessary data maybe missed out. 

1.7 [bookmark: _Toc84724469]Structure of the Study: 

This study is arranged into six major parts. Those components are represented in the figure below:








[bookmark: _Toc84724470]CHAPTER II:
[bookmark: _Toc84724471]LITERATURE REVIEW


2.1 [bookmark: _Toc84724472]Introduction: 

Study aims to analyzing and finding the profitability and liquidity of the top pharmaceutical companies in Bangladesh. The case study here taken three top pharmaceutical companies, like ACME laboratories, Beximco pharma, and Square pharmaceutical with a special focus on liquidity and profitability of the pharmaceutical sector in Bangladesh. Liquidity and profitability ratio of pharmaceutical companies, it is not a new topic or researcher paper, around all over the world have a lot similar researches paper. 
Before going to analyze the liquidity and profitability in this sector, need to know about some previous researches and theoretical background about this topic. And this chapter discussion on the theoretical background of profitability and liquidity based on previous researches papers.  

2.2 [bookmark: _Toc84724473]Financial performance analysis: 

Financial performance is a fiscal quarter or yearly examination of financial statements to make better economic decisions to earn profit. If a company has been running and developing in obedience to its demand and good management rules, it’s an indicator of the financial performance of that company. The financial performance measures the total financial condition and compares it to other similar business enterprises to determine how well the company is functioning and how sustainably it is growing (Wartono, T., & Delimah, V. L. 2021).  The financial ratios of periodic evaluation can be seen as good financial performance.  We can learn about how successfully a company uses its assets, shareholder equities, liabilities, revenues, and expenses by evaluating its performance. It assesses a company's efficiency, operations, and management, as well as its capacity to maximize asset utilization and generate income (Faruk H & Habib, 2010).
Establishing a relationship between terms of the balance sheet and the firm's loss or profit accounts is a procedure for determining the overall performance of a firm's financial strengths and weaknesses (Majumder & Rahman, 2011).

[bookmark: _Toc84724474]2.2.1 Financial Statement: 

All businesses are used to assessing and analyzing their financial performance using the financial statements of those businesses over the course of a fiscal year. Financial statements are viewed as analytical approaches, a required method of company analysis, or financial performance tools. It also serves as a mathematical analysis for evaluating financial, investment, and operational activities, as well as a tool for measuring management or other company decisions (Hasanaj & Kuqi 2019).
Financial statement arising from firm’s provided information on:
· Assets 
· Liabilities 
· Owner’s equity 
· Income & Expenditures and 
· Cash flow 
A company's stakeholders, which include stockholders, managers, investors, creditors, and regulatory authorities, used financial statements. The financial statement is a business document used by the corporation. And the reported data is used to make various decisions, such as whether to invest or borrow money.
Following International Accounting Standards (IAS), financial statements are:
· Balance sheet
· Income statements & 
· Statement of cash flows. 

Balance Sheet: 
A financial report that makes a summary of firm’s assets, liabilities, and stockholders' equities for a given period is called balance sheet. It is assumed that assets and debts, as well as the total amount of equity money, are in balance.  The amount of the total assets equals to entire equities and liabilities, at the end of a financial period (Hasanaj & Kuqi 2019). Total Assets = (Total Liabilities + Owners Equity).

 Income Statement:
Financial performance or result of a firm has during a financial year or period, which might be monthly, quarterly, or annual. The firm's income and expenditures are divided into two categories.
Income is generated by a company's business operations or activities over some time. And expenditures are the number of assets consumed over time for the production of products and services (Hasanaj & Kuqi 2019). 

Statement of Cash Flows:   
The cash flows statement's goal is providing business information about a firm's financial activities and how its affect cash outflows and inflows throughout a fiscal period. A cash flows statement is a system of documenting transactions using cash for a business purpose, from which cash is generated and for which cash is used (Asllanaj, 2008).
Operational activities, investment activities, and financing activities those activities are divided based on cash flow and money movements (Lewis & Pendrill, 2004).  


Example of Financial performance:
Analyzing the financial performance of a firm shows its financial health. As an example of financial performance analysis, let look at the coca-cola company’s financial performance over a year and the comparison between different financial years. 

[bookmark: _Toc84724530]Table 1: Financial Performance of Coca-Cola Company
	
Financial performance of Coca-Cola company

	Particulars  of transaction
	2019
( $ in millions)
	2020
( $ in millions)

	Net operating revenue
	$ 37266
	$ 33014

	Gross income
	22647
	19581

	Earnings after taxes
	8985
	7768

	Earnings  per share
	2.09
	1.80

	Cash or stock dividends
	1.60
	1.64

	Total assets
	86381
	87296

	Long term debts
	27516
	40125

	Others liabilities
	8510
	9453


Source: Annual report of coca- cola 2020.

2.3 [bookmark: _Toc84724475]Financial Ratio Analysis:

Financial ratio analysis is a mathematical tool and quantitative procedure for determining a company's financial health and operational efficiency over time. Liquidity, profitability, assets management, debt coverage status, and market value have been measured by using ratios (Faruk H. & Habib A. 2010).
The relationship between each prospect of a financial statement is shown via financial ratio analysis. Liquidity ratio, solvency ratio, activity ratio, and profitability ratio are four types of financial ratios are used to evaluate a company's financial performance and wealth (Endri, Susanti, & Handayani, S. 2020).
Wartono, Tumanggor, & Delimah (2021), they're aimed to see how well corporations analyze their financial parameters and sustainability in comparison to other companies' financial positions. Their views on financial ratios were an indicator, they agree with management needs and norms. Profitability ratio, liquidity ratio, activity ratio, and solvency ratio are all covered by ratio analysis.

[bookmark: _Toc84724542]Figure 1: Different Types of Ratio

Source: Wartono, Tumanggor, & Delimah 2021.
Financial ratios are the most useful tools and approaches for measuring a company's financial performance over a certain time period (Chin-Feng, 2005). The study used a pharmaceutical firm that was listed on the Indonesia Stock Exchange to examine financial ratios, liquidity, and solvency, as well as profitability and activity ratio. Between the financial years 2014 and 2018, a case study was conducted. The profitability ratios analysis includes a DuPont analysis. During the study period, the researchers noticed that all of those ratios changed a lot of debt. Liquidity indicates the ability to pay off short-term loans was quite strong. The activity ratio puts its resources to good use. The solvency ratio of the company exposes that it has an adequate quantity of risky debt. Profitability revealed a high level, and the profit potential is rather substantial (Endri, and Handayani 2020).
Majumder, & Rahman, (2011), the motive of this study is evaluated the firm's financial performance and identify its strengths and flaws. Researchers employed Multivariate Discriminate Analysis to analyze and test the financial soundness of companies by measuring profitability, liquidity, solvency, and activity ratio (MDA). The study's observations on profit earning ability, liquidity, and financial situation, as well as data for analysis, were gathered from the firm's financial or annual report. Data analysis findings shown the position of pharmaceutical companies had a low level of bankruptcy. In those periods of times companies' management was inefficient, companies’ goals were unrealistic.

2.4 [bookmark: _Toc84724476]Liquidity:

The liquidity ratio assesses a firm's capacity to repay all short-term debts within a financial period. It shows how the firm's current debts and cash and other current assets are related.
By converting short-term assets into cash and cash equivalents, Mahavidyalaya and Suvaran describe a company's ability to pay short-term financial obligations. On the report of their analysis, short-term assets can be transformed into cash in less than a financial year or period. On the other hand, short-term obligations are debts that must be repaid within a year (2010).

[bookmark: _Toc84724477]2.4.1 The Importance of Liquidity and its Analysis:

A firm capability to pay-off current liabilities, when the firm matures is mentioned to as liquidity. So liquidity is the capability to transform its activities into cash (Petrit & Kuqi, 2019). Working capital is one of the most important and noticeable indicators in the examination of liquidity. So, the point is that a firm's working capital is used to analyze liquidity. Working capital is always considered as the first indicator by creditors. Creditors are always looking for a safe and healthy financial statement (Shuli and Perri, 2010). The most determining segment in an organization is to create and maintain working capital. Working capital is used to maintain its liquidity in day-to-day operations for running business smoothly and meeting its obligations (Bhunia, 2013).
Liquidity has a visible role in a company's smooth operation. It is critical to analyze liquidity for both internal and external analysts in the day-to-day operations of a firm.
Liquidity ratios are: 
· Current ratio 
· Quick/ Acid test ratio & 
· Cash ratio
A direct impact of short-term assets and liabilities are shown by the current ratio. As a result, current ratio is measured of a firm's capacity to pay its liabilities by the maturity date (Mayo, 2012). Financial authors use a standard current ratio of 2:1 as a benchmark.
Evaluating how well a firm's short-term liabilities are covered with its most liquid short-term assets within a financial year is called the quick ratio, known as the acid test. A more significant measure of liquidity is inventories and other assets (e.g. prepaid expenses) are excluded from the quick ratio (Warrad, 2014).
Firm’s capability to pay short-term debts with cash and cash equivalents is known as cash ratio. The higher rate cash ratio is good for the firm’s liquidity, and shows the ability to pay its short-term debt instruments, which are mostly liquid and have a good credit rating, (Bunaya, 2013). The cash ratio raises dividend payments to shareholders and is an important aspect of management's dividend policy.

2.5 [bookmark: _Toc84724478]Profitability: 

The ability of a corporation to create income or revenue through sales or activities determines its profitability. It evaluates how well companies profit from the market.
The ability of a company or organization to earns profit from all of its business activities and processes in a financial year.  Profit is the end result of a company's ability to effectively utilize and manage market resources (Hristova, Stevcevska, & Zafirova, 2019). Profitability is a complicated phenomenon with many factors that influence it (Mocnik, & Sirec, 2015).

[bookmark: _Toc84724479]2.5.1 The Importance of Profitability and Its Analysis: 

Profitability is one of the most crucial activity indicators for a company. The three basic dividers of the profitability ratio are sales, assets, and equity. The key goal of profitability is to evaluate the efficiency of a company's activities (Daiva, 2016). Profitability ratios are efficiency measurements such as what is the profit rate, what is the rate of investment, what is EPS, what is retention, and so on. It is critical for shareholders, investors, creditors, banks, and government agencies to assess company’s financial health and its position over the flow of financial year. For a firm’s survival and growth, it is important to analyze profitability. And profitability analysis establishes a link between market structure and profit earning (Akinlo, 2012). 
Profitability ratios are a firm’s ability to earning optimal profit and return on investment. Ratios disclose a company's financial performance and how well it handles its assets (Lesakova, 2007).
And profitability ratios are:
· Gross profit margin
· Net profit margin
· Operating expenses ratio
· Return on assets (ROA)
· Return on equity (ROE)
Earnings from sales activities of a firm can be assessed through the gross profit margin. Firm’s effectiveness of pricing policy and the production efficiency measured by gross profit margin. The gross profit margin range from 20 percent to 30 percent has been considered as a standard norm of a firm by some authors (Majumder, 2011).
Net profit margin ratio expresses overall profitability of a firm. In other words, the ratio expresses the firm’s ability to control its cost effectively. It is an indicator of a firm’s management efficiency, how they manage to manufacture, administrating, and selling of the product. Higher profitability is better for firm health (Hassan & Habib, 2010). 
The operation expenses ratio is calculated by subtracting all of a company's operational expenses from its earnings. The link between operational profit and sales is measured by this ratio. After all, operating costs and expenditures have been satisfied, it represents the part reaming out of each taka sale (Majumder, 2011).
Return on assets is a widely used ratio for making investment decisions of a firm. ROA analysis and describe how a firm generating a net income from assets used for the firm’s operational activities, and overall financial performance in a period (Nalurita, 2017).
Measurement of a firm ability to make return for shareholders is known as return on equity. It can be defined as dividends in net income over equity holdings.  Good ROE affects investors to invest more in stocks and it increases the company’s stock price (Asmiratho & Somantri, 2017).

2.6 [bookmark: _Toc84724480]The Relationship between Liquidity & Profitability:

Profitability and liquidity represent a firm’s complex phenomena, and those are the vital indicators of the firm’s financial performance and wealth over a time period. To maximizing profit a firm’s ultimate goals, while being optimally liquid. Focusing on earning too much profit, may lead the firm into bankruptcy, and underestimated liquidity. Conversely, liquidity assets holding overly may harm making profit. (Hristova, Stevcevska, & Zafirova, 2019)
Analyzing the profitability and liquidity of a firm’s some complex and specific actions may be taken by top-level management. And those measuring factors may help to manage and carry out a firm’s profitability and liquidity. Some factors are following:
	Profitability 
	Liquidity 

	Cost control
	Forecasting cash flows

	Pricing 
	Controlling the flows of internal funds

	Forecasting profit 
	Funds rising 

	Measuring required return 
	


Source: Hristova, Stevcevska and Zafirova, 2019.
A study on ‘Trade-off liquidity and profitability: on Indian pharmaceutical companies,’ study examined the relation among profitability and liquidity, they tried to measure profitability and liquidity of pharmaceutical companies’ basis on working capital, and they used the method of Motaal's Ultimate Rank for data analysis. They discovered a significant difference between profitability and liquidity. Thought of the study management of working capital is a vital functional area of investment; it can cover current accounts.  The study was observed negative capital in one case. Negative capital reduces the cost of working capital, which means higher profitability; it can be a threat to liquidity (Panigrahi & Gijare 2018).
Hristova, & Zafirova (2019), tried to evaluate the liquidity and profitability tread-off in the pharmaceutical sector of the Republic of North Macedonian, and companies are listed in the Macedonian stock exchange. They defined the variables in a statistical way, independent variables as liquidity and dependent variables as profitability. Researchers found the interrelation between components working capital, and the negative relation between liquidity and profitability of the pharmaceutical sector.


[bookmark: _Toc84724481]CHAPTER III:
[bookmark: _Toc84724482]RESEARCH METHODOLOGY

3.1 [bookmark: _Toc84724483]Introduction: 

This is the section where discusses about the methodology of conducting research. Discussions on this chapter have research philosophy, research strategy, data design, collection method, simple design, analytical toots, and reliability and validity of the research during this time. To analysis the research data, addressing the research problem, and making data more reliable and valuable this methodology has been followed for this study.

3.2 [bookmark: _Toc84724484]Research Philosophy: 

Research Philosophy is a faith about the way research data should be collected, analyzed, and used based on a circumstance. For a research paper, it’s really important to recognize philosophical issues. Research philosophies are mainly four types, 
· Positivism
· Realism
· Interpretivism &
· Pragmatism 
But most of the researchers are predominantly used two types of research philosophy, one is positivism and another one is interpretivism of research philosophy.

[bookmark: _Toc84724485]3.2.1 Positivism and Interpretivism:  

Positivists rely on that actuality is stable and explorative and it can be clarified, observed, and described from an objective view of the research (Levin, 1988). As a philosophy, positivism is only measured by the material knowledge gained through observation, which is reliable. Researchers are able to collect limited data and interpret it in an impartial way, from the point of view of positivism.  And positivism mentioned the quantitative method for the research study.
How researchers can gain knowledge from the natural world, and try to explain and understand the meaning of the subject, that measurement is interpretivism. The philosophy of explanatory is that reality can be realized by intervention and thematic interpretation of reality. Interpretivism refers to the qualitative approach and seeks to inter-operate the distinction between the natural and social worlds.

[bookmark: _Toc84724486]3.2.2 Justification of Positivism: 

This research paper is explorative and it is clarified that data will be collect and analyzed from its financial report for those firms between the 2016-2020 financial years. So based on the objective approach; it is a philosophy of positivism. For this study, no need for new theories to develop, and data can be gathered and analyzed from the existing financial audit reports of those companies.

3.3 [bookmark: _Toc84724487]Research Approach: 

[bookmark: _Toc84724543]Figure 2: Types of Research Approach



[bookmark: _Toc84724488]3.3.1 Qualitative, Quantitative and Mixed Approach:

Qualitative is an approach for analyzing and understanding the meaning of something.  Researchers are tried to find out the social reality of that fact through interviews, questionnaires, focus groups, participant-observation, first-hand observation, documents, and artifacts. Researchers try to establish the meaning of the relationship in terms of effect and action because qualitative data are non-numerical. 
Quantitative research is a method of testing objectives by examining the relevance of two or more variables. The statistical method can be used to measure variables. Researchers are selecting a number of data for research purposes. Researchers are using a number of quantitative measures and experimental methods to analyze data and find relationships between variables.
The mixed-method approach is integrating the qualitative and quantitative forms of data. This approach establishes philosophical assumptions and a theoretical framework. 

[bookmark: _Toc84724489]3.3.2 Justification of Quantitative Approach:    
 
The quantitative approach is chosen for this study to finding the relationship between financial ratios in different time periods. For the quantitative approach no need to build questionnaires, interviews or and surveys, data will collect from existing financial or audit reports from those companies. And the numerical variables of profitability and liquidity analysis ratio will be between the 2016 to 2020 financial years.

3.4 [bookmark: _Toc84724490]Research Strategy: 

 (
Figure 
3
: Types of Research Strategy
)






 



Source:  Ashni Walia and Priya Chetty, 2020.



[bookmark: _Toc84724491]3.4.1 Justification of Analytical and Interpretive Research: 

This study aims at finding the pharmaceutical companies' profitability and liquidity analyzing by their financial and audit reports and the strategies are followed for this study are analytical and interpretive. This study is analytical research because research data are already available in the financial audit reports of those companies. And the study tries to find the cause and effect relationship between profit and liquidity. Analytical tools are used to understand the impact of certain policy decisions on pharmaceutical companies' profitability and liquidity. On the other hand, it is interpretive research because of understands phenomena the research problems face to analyze those data and determined the analytical result by research experience. Analyzing companies' financial and audit reports is only the way to find out how well companies are operating and how much liquidity has into their marketplace.

3.5 [bookmark: _Toc84724492]Sampling Design Procedure:

Sampling design is a technique to gather data and information for research work. Sampling designs a comprehensive action of the research study. It‘s a blueprint for research study how data has been collected and analytical procedure. The profitability and liquidity of pharmaceutical companies make a statement of what is to be done in order to achieve this research objective and how this job is to be done.  Analytical sampling design is used to be done in this research paper.

[bookmark: _Toc84724493]3.5.1 Reason to Choosing Pharmaceutical Companies for this Study: 

For this study, ACME Laboratories ltd, Beximco Pharma ltd, and Square Pharmaceutical Ltd were chosen as the case companies. Objective of this research, analyzing and finding ratios of profitability and liquidity of the top pharmaceutical companies in Bangladesh, and this case companies have most wealth financial highlights. If the profitability and liquidity analysis ratio is explored rightly it can be generalized for the whole pharmaceutical industry position in the Bangladesh within past few years.

[bookmark: _Toc84724494]3.5.2 Sampling Frame: 

Sampling frame is a master list of materials or devices, from this source of materials, every sample is drawn. Here sampling frame represents the accuracy of findings well managed pharmaceutical companies from pharmaceutical sectors. For profitability and liquidity ratio analysis sample will take from the balance sheets and income statements of pharmaceutical companies’ financial reports.

[bookmark: _Toc84724495]3.5.3 Sampling Method: 

It is needed to know about broad of sampling, before choosing sampling method for this study. The sampling methods are: 

[bookmark: _Toc84724545]Figure 4: Sampling Method

Study is conducted to analysis and measure the financial performance of pharmaceutical companies’ base on profitability and liquidity.  And this study has followed the non-random sampling technique. The reason behind choosing non-random sampling, the case companies have been taken from the large number of companies in pharmaceutical sector without probability sampling and selection of case is not fulfill random sampling criteria.  The case companies will represent the pharmaceutical sector’s scenario.  Study will emphasize objective measurement and mathematical, numerical, or statistical data analysis.

[bookmark: _Toc84724496]3.5.4 Sample Size: 

This study used only three case companies from different pharmaceutical companies as a sample size. Those companies are Square Pharmaceutical, ACME Laboratories, and Beximco Pharmaceutical ltd.  The performance of the profitability and liquidity of those firms will be analyzed by the previous five years' financial data taken directly from the annual audit report.

3.6 [bookmark: _Toc84724497]Data Collection and Measuring Instruments:  

It is necessary to identify and measure from where all the data will collects and applies for the study. Data can be collected in two ways primary and secondary. 

[bookmark: _Toc84724498]3.6.1 Primary Data: 

This paper did not conduct with the primary sources of data, due to the covid-19 pandemic. And it is not easy to contract with those firms' top managements and collecting data. 

[bookmark: _Toc84724499]3.6.2 Secondary Data:   

Data and information for this research were collected from a number of reliable sources.  Such: 
· Firm’s annual audit reports (2016-2020)
· Organizations Wikipedia 
· Business journals 
· Various productions of firms
· Organization websites
· Online study

3.7 [bookmark: _Toc84724500]Analytical Tools: 

For this report, financial ratio analysis formulas are the fundamental equity that is going to use in the analysis and discussion part. The report is guided utilizing Microsoft Word and Microsoft Excel. The pie diagram and bar outlines will be made through Microsoft to exceed expectations.

3.8 [bookmark: _Toc84724501]Reliability and Validity: 

Reliability and validity are the concepts that are used to measure and evaluate the quality of the research. 
A consistency measure of something is reliability. Considering reliable measurement, it used the same method under the same circumstances, and the same result can be consistently achieved. Consider this concept this research paper has been measure under ratio analysis of the firm’s profitability and liquidity. 
The accuracy of a measure of something is validity. High validity research produces real properties, characteristics and variations in the physical world. High reliability indicates that the measurement is valid.
Especially in quantitative research, it’s important to consider the reliability and validity, to design the research, planning method, and waiting or finding out the results. 





















[bookmark: _Toc84724502]CHAPTER IV: 
[bookmark: _Toc84724503]ORGANIZATION OVERVIEW

4.1 [bookmark: _Toc84724504]Introduction:

Before going to analyzing and finding profitability and liquidity of pharmaceutical companies, it needs to discuss some theories and try to know about those companies’ background, history and overall view. This chapter discusses the theoretical background of those firms overview. 

4.2 [bookmark: _Toc84724505]Overview of those Pharmaceutical Companies: 

[bookmark: _Toc84724506]4.2.1 ACME Laboratories Ltd: 

ACME laboratories ltd is a major drugs and medical equipments producing firm in Bangladesh. In the year 1954, ACME started its operation as a proprietorship firm. It presently manufactures over 700 drugs and continues to engage in medical research. Ayurvedic, Veterinary, Herbal and Nutraceutical products are produced by this firm and for the first time in 2020, the firm has debuted six new brands of medicines. 
The native market’s success rate of this firm is quite excellent. Firm exposes its fame and products in the worldwide market, which has firmly grown in the South East Asia continent, the Middle East, and America over the years. The firm always tries to explore new boundaries to ensure patient’s better quality of life. 
The firm manufactures standard medicines and drugs and all products are sold at fair price in the native and foreign market. ‘To ensure health, happiness and fitness for all’ is the motto of ACME laboratories ltd. since 1976 the firm converted into a private limited company, after that in the present-days firm is operating its business with 211601700 shares in the stock market. It has strong management and more than 7000 employees. ACME laboratories market value is around 20.38 billion taka and its market growth rate is 9.13 percent.   

[bookmark: _Toc84724507]4.2.2 Beximco Pharmaceutical Ltd:  

Beximco pharmaceutical ltd was founded in 1976 and began activities in 1980 under license agreements. It stated to sell drugs in the US market to be the first drugs company in Bangladesh. Company has present employs more than 4700 people including doctors, pharmacists, engineers, chemists, accountants and others employees. This firm’s manufacturing facilities have been authorized by best international authorities.  Globally, the firm has started being exported its products around 50 countries. The firm is one of the leading market share holders with 8.5 percent of total pharma market. It has more than 405.50 million shares in local and foreign market. Beximco pharma has manufacturing around 300 generics as well as large number of medical components. It imports analgesic atomic number 47 items from Germany and United States, produces them and distributes them under a license agreement. It has risen to become one of the East Asia’s leading medicine market holders. It is also listed on the London Stock Exchange and it has now gained GMP clearances from all foreign regulatory bodies through good corporate governance. 
Firm’s activities add value to good wealth, good life for our society. They are consistently convinced that, after all they are responsible for everyone with whom they deal, including customers, creditors, investors, employees and citizens. 
The vision of the firm is ensuring people health and happiness by serving best quality of products. Firm develop a vital relation with business colleagues in native and foreign market place as a respected and trusted firm that has characterized the BEXIMCO approach.


[bookmark: _Toc84724508]4.2.3 Square Pharmaceutical Ltd:  

Square pharmaceutical ltd is a well known pharmaceutical company in Bangladesh. Firm has built a strong fame among country and international market and it’s known as Multination Corporation. Firm was incorporated and stated its journey in 1958 as a partnership firm and firm was founded by Samson H Chowdhury. In 1991, it was recognized as a public limited company. After that it was publicize and listed on Dhaka Stock Exchange Ltd. till now it is one of the most authorizing drugs holding firm in Bangladesh. Firm manufactures best quality health products to ensure people’s good life and products are cost effective as maintained by economic condition of the people in Bangladesh. Following rules and guidance of the Security and Exchange Commission of Bangladesh, Square is practicing smart governance and covering their provided areas. Firm always works to maintain poison free and healthy environment for people.
Square pharmaceutical is awarded by UN for maintain criteria of labor standards, human rights, environment and ethical standards. Square has large number of employees, it has 9234 employees. A strong leading position in the pharmaceutical business in Bangladesh is holding by this firm. The firm continuously conduct research and development program for improving quality of products. Firm newly products launched 35 items. Firm is aimed manufacturing good products and standard healthcares for the people. Firm’s market shares value has 1.7b taka and net worth 150m taka in local market. 
Firm observes business for safety and welfare of its investors, creditors, employees and society. Firm manage ethical and moral operations in this sector leading them one of the best market holders in Bangladesh pharmaceutical market.     

   



[bookmark: _Toc84724509] CHAPTER V:
[bookmark: _Toc84724510]ANALYSIS AND DISCUSSION

5.1 [bookmark: _Toc84724511]Introduction:  

The success and development of a firm predominantly build up the financial performance of that firm. Financial liquidity and profitability analysis is a fundamental instrument used to determine managerial efficiency from several perspective of the firm. The financial growth opportunity and capacity of a firm has measured by liquidity and profitability. Financial profitability and liquidity is an objective measure of how a firm effectively using its short term assets to pay off liabilities and raising profit from its operation. Financial ratio analysis is a procedure to identify the firm’s financial position by creating link between the elements on the balance sheets and income statements and loss and other comprehensive income. It helps to determine the firm’s short term and long term finance and growth. By measuring a company’s financial profitability and liquidity, decision makers can review effectiveness of business approaches and operations in financial terms. Liquidity aids creditors and management to justify it can or cannot meeting short term obligation. Other hand, profitability aids in identifies opportunity for business growths, market conditions and investments.

5.2 [bookmark: _Toc84724512]Financial Ratio Analysis: 

[bookmark: _Toc84724513]5.2.1 Liquidity Analysis: 

The ability to pay current or short term burdens when firm when a firm becomes due to payment is known as liquidity. In the point of view analysts, liquidity is necessary for the firm to survive in the market. It represents a firm’s short term financial capacity within a financial period. We need to formulate cash budgets and cash flow statements for analyzing liquidity of a firm. Liquidity ratios establish a correlation between cash and other current assets to current liabilities. It provides quick measurements of liquidity holding by the firm. Liquidity measure two things:
	· The capability to pay a short term debt.

	· The capability to pay off long term debt. 


    
The most popular three ratios shown to measure the liquidity of those companies are: 
· Current ratio
· Quick ratio or Acid test ratio 
· Cash ratio 

Current Ratio:
Current ratio is a measurement of a firm's capability to pay its current debts within a financial period. The comparison of a firm's current assets to current liabilities is called current ratio. Current ratio furthermore is known as working capital ratio. It aids investors and analysts in determining a firm's pay-ability of debts or assess its financial situation. A good current ratio is more than one percent; 1.5 to 2 is an excellent current ratio.
 Formula:
	





 




Quick Ratio:
Quick ratio is an evaluation of a firm’s capability to pay its current debts with the firm’s liquid assets in hand.  The high rate of quick ratio means the firm’s liquidity and financial condition are good, and the low rate of quick ratio shows the firm may be struggling with its payable debts. More than one percent is a good ratio percentage. 
Formula:
	







Cash Ratio: 
The ability to pay back a firm’s short-term debt with its cash and other cash equivalents is a measurement of cash ratio. If a firm willing to loan money from creditors, it helps creditors evaluate firm’s financial condition and creditors can make the decision easily. Creditors prefer a high rate of cash ratio; less than 0.5 is not a good cash ratio for a firm and it should be more than 1.0 percent is better. 
Formula: 
	










The Measurement of Liquidity ratio:  
  
[bookmark: _Toc84724531]Table 2: Liquidity Measurement of ACME Laboratories Ltd
	Year 
	Total Current Assets 
	Total Current Liabilities 
	Current Ratio
	Inventory 
	Quick ratio 
	Cash and Cash Equivalents 
	Cash ratio 

	2015-16
	11603359057
	8566790380
	1.35
	2749539322
	1.32
	1148110610
	1.34

	2016-17
	11671330040
	9315041707
	1.25
	2907608895
	0.94
	1382878590
	1.48

	2017-18
	11462209428
	10363696868
	1.11
	3143134830
	0.80
	1135069957
	1.10

	2018-19
	12135978847
	13000187421
	0.93
	3572384216
	0.65
	1377761719
	1.06

	2019-20
	14705522689
	13981796643
	1.05
	3917967826
	0.77
	1823816517
	1.30


Source: Annual audit report of ACME Laboratories Ltd. from 2016 to 2020


[bookmark: _Toc84724546]Figure 5: Graphical Presentation of Liquidity Ratios of ACME Lab Ltd
Study shows in the year 2019, the current ratio, quick ratio and cash ratio is very low during the study period.  It means the firm has not enough current assets to cover their business liabilities. In 2016, firm has maintained a good liquidity then the other four year. Basically, liquidity ratio between 2 or 3 percent is ideal for business investors and creditors and liquidity measured to analysis business financial health. But here firm’s financial liquidity is not showing a very good position. ACME laboratories ltd has a low degree of liquidity. Based on its current ratio, it has highest taka 1.35 current assets and lowest 0.93 assets for meet every one taka of liabilities. Overall liquidity position is not good enough to meet their current liabilities. ACME laboratories cash ratio is quite good, the ratio is around 1.06 to 1.48 percent. The firm can pay its current debts in cash. Against one taka ACME is able to pay taka 1.48, the highest pay ability in the 2017 financial year.  


[bookmark: _Toc84724532]Table 3: Liquidity Measurement of Beximco Pharma Ltd
	Year 
	Total Current Assets 
	Total Current Liabilities 
	Current Ratio
	Inventory 
	Quick ratio 
	Cash and Cash Equivalents 
	Cash ratio 

	2015-16
	8528007810
	2982567508
	2.86
	2770331675
	1.93
	221121229
	0.74

	2016-17
	9130816169
	3406039548
	2.68
	34680899061
	1.66
	275028025
	0.81

	2017-18
	10832521567
	8096861126
	1.34
	4665449461
	0.76
	369108554
	0.46

	2018-19
	12793492489
	11895847518
	1.08
	5573549171
	0.61
	582306048
	0.72

	2019-20
	12438793173
	12630440620
	1.17
	5528438165
	0.5
	615944841
	0.58


Source: Annual audit report of Beximco Pharma Ltd. from 2016 to 2020



[bookmark: _Toc84724547]Figure 6: Graphical Presentation of Liquidity Ratios of Beximco Pharma Ltd

Beximco pharma’s current ratio position is higher than required ratio between the financial years from 2016 to 2017. It has taka 2.86 and taka 2.68 of current assets to pay liabilities of every one taka. A high liquidity ratio means the firm has a more significant margin to meet its liabilities. The firm has a low safety financial position in the year 2019, the lowest range of current assets taka 1.08 and the lowest range of quick ratio taka 0.61. The low liquidity position is a threat to the firm and makes business unsafe. But the condition of liquidity ratio, anything higher than one is good liquidity ratio for the business. Beximco pharma has that ability to pay current debts or liabilities. Creditors prefer highest cash ratio before invest, less than one is not good cash ratio for a firm. Here Beximco pharma ltd has the lowest cash ratio. All the ratios are between from 0.46 to 0.81 percent. Its means firm’s ability to pay the debts by cash against one taka is an average of 0.60 percent. The firm’s cash ratio is not good enough to meet its debts. 
    





[bookmark: _Toc84724533]Table 4: Liquidity Measurement of Square Pharmaceutical Ltd
	Year 
	Total Current Assets 
	Total Current Liabilities 
	Current Ratio
	Inventory 
	Quick ratio 
	Cash and Cash Equivalents 
	Cash ratio 

	2015-16
	17053294946
	2581821574
	6.61
	2947663942
	5.46
	8445641525
	3.27

	2016-17
	22268597918
	3505604271
	6.35
	2988121604
	5.50
	15689575448
	4.48

	2017-18
	27196589272
	5539791081
	4.91
	3642090783
	4.25
	16703964704
	3.02

	2018-19
	38291544874
	2961270978
	12.93
	4596512673
	11.38
	26923168224
	9.10

	2019-20
	46886757989
	3228073068
	14.53
	5687406329
	12.76
	32233314319
	9.99


Source: Annual audit report of Square Pharmaceutical Ltd. from 2016 to 2020


[bookmark: _Toc84724548]Figure 7: Graphical Presentation of Liquidity Ratios of Square Pharmaceutical Ltd
  

The liquidity position of Square pharmaceutical ltd is satisfied during the study period. Firm’s short financing sources are quite good and the range of current assets is higher than other two firms. Overall liquidity position of the firm is quite good at all. Liabilities are much lower than current assets. Square pharmaceutical ltd has a most satisfying ratio between 2019 and 2020 financial years. It has more significant margin even after excluding inventories in quick ratio. Creditors and investors will more satisfy with the firm financial liquidity position and highly motivated to invest in this firm. Square pharma has highest cash ratio then other two companies. The result shows that the firm has the highest rate of cash in 2020, which is 9.99 percent. The lowest one in 2017 financial year, this is 3.02 percent. All average cash ratio is more than 2 percent. So it can be said that, Square pharmaceutical ltd are the healthiest firm between them. 


[bookmark: _Toc84724514]5.2.2 Profitability Analysis:       

Profitability is a measurement of proficiency, a firm’s success or defeat end of the financial period. The profit earnings capacity of a firm is called profitability. Profitability is a firm’s capability to earn from its investment based on its resources in difference with an alternative investment. Profitability depends on the financial and operational ability of a firm. Business stated with a key and ultimate goal that is earnings profit. For a business growth and survive is necessary to maintains and earns profit for its business activities. And profitability measure by:
· Profit margin ratio and 
· Rate of return ratio

Profit margin ratio: 
The profit margin ratio represents the relationship between profit and products or services sales. Whereas the rate of return ratio is depicts the profit to investment relationship. For ease of examination, the study displays three different profit margin ratios: 
· Gross profit margin
· Net profit margin
· Operation expenses ratio

· Gross profit margin: 

Gross profit margin is mathematical analytical tool. It is used to determine firm’s financial wealth over a time period. Gross profit margin expresses the percentages of money that can be earned per taka of sales. If a company increases the money per sale, it has high profit margin. The percentage of gross profit margin is also show as a percentage of sales. 
Formula: 
	
[Gross profit / Sales]*100 = Gross Profit Margin




[bookmark: _Toc84724534]Table 5: Calculation of Gross Profit Margin Ratio
	Year 
	ACME Laboratories Ltd
	Beximco Pharma Ltd

	Square Pharmaceutical Ltd

	
	Sales 
	Gross profit 
	Gross profit margin
	Sales 
	Gross profit
	Gross profit margin
	Sales 
	Gross profit 
	Gross profit margin 

	2015-16
	12644913
	48743031
	38.55
	12965507
	60003392
	46.28
	29058350
	14056482
	48.37

	2016-17
	13576322
	55364928
	40.78
	15508777
	71848816
	46.33
	28885939
	14061587
	48.68

	2017-18
	14813915
	58715157
	39.64
	17380728
	81252233
	46.75
	30004975
	14406366
	48.01

	2018-19
	16308627
	64257478
	39.40
	21156331
	97904014
	46.29
	38685656
	18974590
	49.05

	2019-20
	19003659
	72747224
	38.28
	23557776
	10804254
	46.86
	45876448
	23339779
	50.88

	Avg. ratio
	
	
	39.33
	
	
	46.50
	
	
	49.00


Source: Firm’s annual audit report from 2016 to 2020.  

During the study period, it is noticeable that those companies’ gross profit margin is entirely satisfied. According to this analysis, ACME lab’s has gross profit margin range from 38.28 to 40.78 percent, Beximco pharma’s has margin range from 46.28 to 46.86, and Square pharmaceutical’s has between 48.01- 50.88 percent. Square pharmaceutical has the highest profit margin range, at 49.00 percent on average. Square can earn 49 percent profit from its every single sale. Investing at ACME lab will be less interested the investors. However, the aggregate ratio indicates that all businesses are financially sound. Square has more funds to pay its indirect cash because of its high profit margin. The following is a graphical presentation of gross profit margin ranges:  

[bookmark: _Toc84724549]Figure 8: Graphical Presentation of Gross Profit Margin Ratio


· Net Profit Margin: 
Net profit margin shows the percentage of net income or profit separated by total revenue of the firm. Firm’s ultimate goal is to make profit and the net profit margin represent their overall financial condition or wealth. 

Formula:
	
[Earnings after tax(Net income) / Sales]*100 = Net Profit Margin






[bookmark: _Toc84724535]Table 6: Calculation of Net Profit Margin Ratio
	Year 
	ACME Laboratories Ltd

	Beximco Pharma Ltd
	Square Pharmaceutical Ltd

	
	Sales 
	Earnings after
Tax
	Net Profit Margin
	Sales 
	Earnings after 
Tax
	Net Profit Margin
	Sales 
	Earnings after 
Tax
	Net Profit Margin

	2015-16
	12644931
	11012678
	8.71
	12965507
	19542845
	15.07
	29058349
	75102653
	25.85

	2016-17
	13576323
	13978499
	10.30
	15508777
	22266951
	14.36
	28885939
	77924975
	26.98

	2017-18
	14813914
	14265710
	9.63
	17380728
	25589712
	14.72
	30004975
	82195258
	27.39

	2018-19
	16308627
	14403789
	8.83
	21156331
	30235010
	14.29
	38685656
	10562864
	27.30

	2019-20
	19003659
	14504978
	7.63
	23557776
	33633999
	14.27
	45876449
	12955974
	28.24

	Avg. Ratio
	
	
	9.02
	
	
	14.54
	
	
	27.15


Source: Firm’s annual audit reports from 2016 to 2016.
The study shows that the net profit margin range of ACME laboratories ltd has between 7.63 to 10.30, Beximco Pharma ltd has between 14.27 to 15.07, and Square pharmaceutical ltd has from 25.85 to 28.24 percent. Between those periods from 2016 to 2020, only Square pharma is increased its profit and other two firms gather less profit. ACME lab has the highest net profit range of 10.30 in 2016-17 financial year and the lowest range of profit 7.63 percent in 2019-20 financial year. ACME lab makes profit around of 14 to 15 percent and Square pharmaceutical make more money around of 25 to 28 percent. Those firms can gather average revenue against per taka of sales 9.02, 14.54, and 27.15 percents money. Square is the most profit earnings firm among them. The total scenery of net profit margin ratio is showing below:

[bookmark: _Toc84724550]Figure 9: Graphical Presentation of Net Profit Margin
    
· Operating Expenses Ratio:   
If a firm’s total operating expenses are compared to net sales, the outcome discloses how effective its management. It is essential to evaluate a firm management’s ability to keep costs low while also generating income from sales. 
Formula:  
	 
[Operating Expenses / Sales]* 100 = Operating Expenses Ratio




 



[bookmark: _Toc84724536]Table 7: Calculation of Operating Expenses Ratio
	Year 
	ACME Laboratories Ltd

	Beximco Pharma Ltd
	Square Pharmaceutical Ltd

	
	Sales 
	Operational expenses 
	Ratio 
	Sales 
	Operational expenses 
	Ratio 
	Sales 
	Operational expenses 
	Ratio 

	2015-16
	12644931
	23320192
	18.44
	12965507
	31490607
	24.29
	29058349
	51458910
	17.71

	2016-17
	13576323
	24970512
	19.39
	15508777
	37366756
	24.09
	28885939
	58922419
	20.40

	2017-18
	14813914
	28224563
	18.05
	17380728
	41436235
	23.84
	30004975
	66843198
	22.28

	2018-19
	16308627
	29815804
	18.28
	21156331
	49916277
	23.59
	38685656
	77493095
	20.03

	2019-20
	19003659
	34870535
	18.34
	23557776
	56908999
	24.16
	45876449
	86028299
	18.75

	Avg. Ratio
	
	
	18.05
	
	
	24.00
	
	
	19.83


Source: Firm’s annual audit reports from 2016 to 2016.
According to accounting policy, if a firm reducing its operating and other non-financial expenses, it will increase firm net profit. This study shows that Beximco pharma has been kept the highest rate of operating expenses, which is 24.29 percent on average. The lowest operating expense of Square pharmaceutical has been recorded in the year 2016 and the amount is 17.71 percent. The lowest average rate of operating expenses ratio has been kept by ACME laboratories ltd and the analysis shows that acme’s management more efficient than others firms. And the graphical analysis figure show in below: 
 
[bookmark: _Toc84724551]Figure 10: Graphical Presentation of Operational Expenses Ratio


Rate Of return Ratio:  
Rate of return or ROR is a measurement of firm’s net gain or loss on its investment within a financial year. 
The measurements of return on investment and return on shareholders’ equity can be used to justify rate of return. 

· Return on Assets:
Firm’s profitability assesses by total assets is known as return on assets or ROA. Return on assets shows and helps an investment manager, investors, analyst and others parties how practical a firm’s management is turning its assets into profit. 

Formula: 
	









[bookmark: _Toc84724537]Table 8: Calculation of Return on Assets
	Year 
	ACME Laboratories Ltd

	Beximco Pharma Ltd
	Square Pharmaceutical Ltd

	
	Net income 
	Total assets 
	Return on assets 
	Net income 
	Total assets 
	Return on assets 
	Net income 
	Total assets 
	Return on assets 

	2015-16
	11012678
	28889711
	3.81
	19542845
	31148908
	6.27
	75102653
	391746856
	19.17

	2016-17
	13978499
	29947232
	4.67
	22266951
	34084133
	6.53
	77924975
	457632461
	17.03

	2017-18
	14265710
	32624247
	4.37
	25589712
	42165015
	6.07
	82195258
	533293134
	15..41

	2018-19
	14403789
	35921599
	4.01
	30235010
	47792895
	6.33
	10562864
	650616728
	16.24

	2019-20
	14504978
	39418263
	3.68
	33633999
	48679773
	6.90
	12955974
	743508039
	17.43

	Avg. Ratio
	
	
	4.11
	
	
	6.42
	
	
	17.10


Source: Firm’s annual audit reports from 2016 to 2016.
The study shows that the return on assets of ACME has been recorded 3.68 to 4.67 in between last five years.  Its average rate of return 4.11 shows that firm is not good in its financial position. ACME’s ratio has been fallen down from 2016 to 2020 frequently and its lowest rate of return in 2020 financial year, which is 3.68 percent. It means ACME has over investment of assets and it is failed to gather revenue during study period. One the other hand, Beximco pharma has been in a good position on its rate of return. The firm has an average rate of return 6.42 percent during this time. If a firm’s return rate is more than 5 percent, its means firm financially wealth. Beximco pharma’s lowest return has been recorded in 2018, which is 6.07, and the highest return has recorded in 2020, amount is 6.90 percent. And the final one, Square pharmaceutical has been in an excellent position. But firm’s rate of return has been decreased from 2016 to 2019 frequently. Square has enough money but it failed to gather more revenue in last few years.  After made a comparison between those firms, it is clear that Beximco has more return on investments then other two firms.  Here is the graphical chart of return on investment: 


[bookmark: _Toc84724552]Figure 11: Graphical Presentation of Return on Assets




· Return on Equity: 
Firm profitability assesses by the number of shares outstanding is known as return on equity or ROE. It’s critical to assess firm’s financial performance from the perspective of its shareholders. Return on equity is a tool that helps investors understands what they are getting into before they invest. 
Formula: 
	






[bookmark: _Toc84724538]Table 9: Calculation of Return on Equity
	Year 
	ACME Laboratories Ltd

	Beximco Pharma Ltd
	Square Pharmaceutical Ltd

	
	Net income 
	S/holders equity
	Return on equity 
	Net income 
	S/holders equity
	Return on equity 
	Net income 
	S/holders equity
	Return on equity 

	2015-16
	11012678
	16364472
	6.73
	19542845
	23059413
	8.47
	75102653
	35597063
	21.10

	2016-17
	13978499
	16956277
	8.24
	22266951
	25072426
	8.88
	77924975
	41201962
	18.91

	2017-18
	14265710
	17645035
	8.08
	25589712
	27184390
	9.41
	82195258
	46662876
	17.61

	2018-19
	14403789
	18343392
	7.85
	30235010
	29600843
	10.21
	10562864
	6080055
	17.37

	2019-20
	14504978
	19044180
	7.62
	33633999
	32356359
	10.39
	12955974
	69849981
	18.55

	Avg. Ratio
	
	
	7.70
	
	
	9.47
	
	
	18.71


Source: Firm’s annual audit reports from 2016 to 2016.
It is seen that the return on equity earning power of ACME laboratories ltd has been recorded from 6.73 percent to 8.24 percent. The average rate of equity during this study has recorded 7.70 percent.  Other hand, Beximco has been recorded 8.4 to 10.39 percent of return and the ratio increase constantly. Square pharmaceutical has been recorded the lowest percentage of equity return in the financial year 2019, which is 17.37 percent and the highest one has 21.10 in the year 2016. This study shows the equity return measurements of those firms how much they are profitable and efficient.  Square pharmaceutical has the highest rate of equity return on their investment, it also means firm has lots of debt equity. The rate of equity return between 15-20 percent is better for a firm. ACME laboratories and Beximco pharma have average rates of return; investors will consider this fact before investing. The difference of those companies return on equity is in blow figure:   


[bookmark: _Toc84724553]Figure 12: Graphical Presentation of Return on Equity
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[bookmark: _Toc84724516]FINDINGS, CONCLUSION AND RECOMMEDATION 

[bookmark: _Toc84724517]Findings:

After analyzing the liquidity and profitability of those pharmaceutical companies, it is necessary to examine the overall achievement of those pharmaceutical companies over study period (2016 -2020). Square pharmaceutical has enough current assets to cover liabilities, as measured by current ratio with an average rate of ratio 9.10 percent. Beximco pharma has a better current liquidity position than ACME Laboratories with average rate of ratios 1.83 and 1.14 percent respectively. Furthermore, the overall outcomes of current ratios are quite good. The findings of quick ratio indicates that ACME lab and Beximco pharma have the lowest range of ratios less than 1 percent, indicating that they are unable to fulfill their liabilities within this amount of money. Another firm, Square pharmaceutical has strong financial position and rate of ratio capable to pay their debts. Firm has highest rate of ratio in study periods. And most recent cash ratio of Beximco pharma’s let fall the economic position, with the average cash ratio 0.66 percent. Firm is unable to pay its debts in cash. 
The measurement of profitability indicates different kinds of analysis results. The gross profit margin ratios of those firms are completely satisfactory. The Square pharmaceutical ltd is more profitable against its sales. The average rate of profit margin of this firm is around 50 percent, which indicates that if firm sales 100 taka a product. Firm can earn 50 taka revenue from its sales. ACME laboratories and Beximco pharma have made profit near 40 percent of their sales. The net profit margin indicates that those pharma’s overall financial health have excellent   during the study period. The analysis result shows Beximco pharma and Square pharmaceutical gather more profit or revenue after pay taxes. And ACME is less profitable during this study period. The operational expenses ratio evaluates the efficiency of firm management, how they are operating their businesses. And the ratio figures show Beximco pharma is more efficient than Square pharmaceutical and ACME laboratories operational managements. 
The gain and loss during study period measure by return on assets. And the findings show that Square pharmaceutical has a healthy profit margin or rate of return. The firm earns an average 17.10 percent after all selling cost and taxes. Less than 5 percent rate of return is not good for a firm. So it can be said that ACME Laboratories is not good in its profit earnings. Return on equity of those firms indicates that how much strong their shareholders to making profit. All those firms have more than 7 percent of equity. So it can be say firms are more efficient on their equity return. The overall findings of those pharmaceutical companies after measuring profitability and liquidity, it can say that all those firms’ financial condition and performance are good.           


[bookmark: _Toc84724518]Conclusion:

This paper is aimed to determine the ability of the liquidity, efficiency of the profitability and overall performance of top pharmaceutical companies in Bangladesh. From the study, it can be concluded that there is a negative correlation between liquidity and profitability. The relationship shows when a firm’s profits rate increases, the rate of liquid assets decreases. Analyzed result shows that, Square pharmaceutical ltd has highest liquidity ratio. From its current liquidity, if firm choose to invest more in current assets in business, it may be harmful for profit earnings. On the other hand, Beximco pharma has lowest liquidity range; it may be problem for liquidity pay off its short debts. The measurement of liquidity and profitability is a quantified set of ratios. All ratios output indicates or shows a positive scenario of performance effect on liquidity and profitability. The liquidity or liquid assets of those firms measure by analyzing the current ratio, quick ratio and cash ratio and the findings determine ability to meet those firm’s obligations. Only Square pharmaceutical ltd has good liquidity ratios during study periods.  Other side, profitability of those firms measure by analyzing gross profit margin, net profit margin, operational expenses profit margin, and return on investments and return on equity determines the efficiency of those firms’ success or defeat on earnings profit. And all those firms maintain their profitability and liquidity quite well in this study times.  

     

[bookmark: _Toc84724519]Recommendation:

Management can improve liquidity position by reducing current liquidity and generate profit by increasing sales.
Building a reasonable working capital structure that can help firms use current liquidity more effectively and increase profit. 
Facing sudden growth rate of the economy, changes in the state’s micro policy firms need to add some control variable model to control its financial performance. 
Adjusting liquidity and profitability firm’s management should be more reliable and efficient and management should monitor and review financial performance after a period. 
Finance manager should pay more attention on its liquidity to determine profitability of that firm.
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ACME Laboratories ltd.
2015-16	Current Ratio 	Quick Ratio	Cash Ratio	1.35	1.32	1.34	2016-17	Current Ratio 	Quick Ratio	Cash Ratio	1.25	0.94000000000000061	1.48	2017-18	Current Ratio 	Quick Ratio	Cash Ratio	1.1100000000000001	0.8	1.1000000000000001	2018-19	Current Ratio 	Quick Ratio	Cash Ratio	0.93	0.65000000000000502	1.06	2019-20	Current Ratio 	Quick Ratio	Cash Ratio	1.05	0.77000000000000435	1.3	
Beximco Pharma Ltd.
201516	Current Ratio 	Quick Ratio 	Cash Ratio 	2.86	1.9300000000000086	0.74000000000000365	2016-17	Current Ratio 	Quick Ratio 	Cash Ratio 	2.68	1.6600000000000001	0.81	2017-18	Current Ratio 	Quick Ratio 	Cash Ratio 	1.34	0.76000000000000489	0.46	2018-19	Current Ratio 	Quick Ratio 	Cash Ratio 	1.08	0.61000000000000065	0.72000000000000064	2019-20	Current Ratio 	Quick Ratio 	Cash Ratio 	1.1700000000000021	0.65000000000000502	0.58000000000000007	
Square Pharmaceutical Ltd.
2015-16	Current Ratio 	Quick Ratio 	Cash Ratio 	6.6099999999999985	5.46	3.27	2016-17	Current Ratio 	Quick Ratio 	Cash Ratio 	6.35	5.5	4.4800000000000004	2017-18	Current Ratio 	Quick Ratio 	Cash Ratio 	4.91	4.25	3.02	2018-19	Current Ratio 	Quick Ratio 	Cash Ratio 	12.93	11.38	9.1	2019-20	Current Ratio 	Quick Ratio 	Cash Ratio 	14.53	12.76	9.99	
Gross Profit Margin
ACME Laboratories Ltd 	2015-16	2016-17	2017-18	2018-19	2019-20	38.550000000000004	40.78	39.64	39.4	38.28	Beximco Pharma Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	46.28	46.33	46.75	46.28	46.86	Square Pharmaceutical Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	48.37	48.68	48.01	49.05	50.879999999999995	Ratio

Net Profit Margin
ACME Laboratories Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	8.7100000000000009	10.3	9.629999999999999	8.83	7.63	Beximco Pharma Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	15.07	14.360000000000024	14.719999999999999	14.29	14.27	Square Pharmaceutical Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	25.85	26.979999999999986	27.39	27.3	28.24	Ratio

Operating Expenses Ratio
ACME Laboratories Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	18.439999999999987	18.39	19.05	18.279999999999987	18.34	Beximco Pharma Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	24.29	24.09	23.84	23.59	24.16	Square Pharmaceutical Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	17.71	20.399999999999999	22.279999999999987	20.03	18.75	Percentage

Return on Assets 
ACME Labortories Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	3.8099999999999987	4.67	4.37	4.01	3.68	Beximco Pharma Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	6.2700000000000014	6.53	6.07	6.33	6.9	Square Pharmaceutical Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	19.170000000000005	17.03	15.41	16.239999999999988	17.43	
Return on Equity
ACME Laboratories Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	6.73	8.2399999999999984	8.08	7.85	7.6199999999999966	Beximco Pharma Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	8.4700000000000006	8.8800000000000008	9.41	10.210000000000001	10.39	Square Pharmaceutical Ltd	2015-16	2016-17	2017-18	2018-19	2019-20	21.1	18.91	17.610000000000031	17.37	18.55	percentage
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