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Subject: Submission of Internship Report on “Working Capital Management of Linde Bangladesh Ltd.”

Dear Ma’am,
With due respect I would like to say that it is a privilege and great pleasure for me to submit my internship report on “Working Capital Management of Linde Bangladesh Ltd.” which has been prepared as a part of my BBA program requirement. 
During the preparation of the report I have tried my level best to conduct it in a professional manner to make it rich covering all the concerning matters. The report will at least give you a brief picture about the topics in which I have acquired valuable experiences throughout my internship under your supervision. It is true that, it could have been done in a better way if there were not limitations.

Hope that you will assess the report considering the limitations of the study. I believe you will find it in order. I’m eagerly expecting your feedback on the overall report.

Yours Sincerely,


Mahmuda Akhter
ID: 111 141 281
BBA
United International University
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Executive Summary


Linde Bangladesh Ltd. is one of the renowned gas companies in Bangladesh. They have different sectors through their products and services. 
I got an opportunity to work in the Finance department of Linde Bangladesh Ltd. for 3 months in Accounts Payable. Here I have learned to review & verify invoices and check requests, code & match invoices from SAP, bounced cheque, bill payment procedure. Set Invoices up for payment from SAP. Enter & upload invoices into SAP. Monitor accounts to ensure payments are up to date in the SAP. Monitor Accounts to ensure payments are up to date in the SAP. Maintain vendor’s files. Prepare payments for vendors and employee. Process the invoices to SAP software and also tax and vat deduction.
Being an intern in Finance department, I got the opportunity to get the realization of Working Capital Management of Linde Bangladesh Ltd. Moreover, it also gives a picture what I had done during the three months long internship at Linde Bangladesh Ltd. I tried to produce this report with as much information as possible with the amount of recourse I had.
I am assigned to complete my internship report as the requirement of my Bachelor of Business Administration program at United International University.
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Chapter 01: Background of the Study

1.1 Introduction:                                         [image: C:\Program Files (x86)\Microsoft Office\MEDIA\CAGCAT10\j0234687.gif]
Working Capital Management is an area that emphasizes on the productive utilization of available funds created from cash flows, financial solvency and growth strategies at the company. It involves the relationship between a firm's short-term assets and its short-term liabilities. Working Capital Management refers to ensure a firm’s ability to continue its operations whether it has sufficient ability to satisfy both maturing short-term debt and upcoming operational expenses. 
It represents the liquidity position of business indicating the management of short term assets and liabilities. Basically net working capital of a company is determined from the deviation of current assets and current liabilities. When current assets are higher than current liabilities, that means the company is capable enough to continue its operations and it also defines that the company have sufficient funds to satisfy its short-term debt and upcoming operational expenses. The management of working capital involves managing inventories, accounts receivable and payable, and cash. Working capital management of the Linde Bangladesh Ltd. is highly satisfactory due to efficient management of inventory, debtors, cash balances and working funds.
[bookmark: _Toc23674_WPSOffice_Level1]1.2 Origin of the study:
I have done my internship at “Linde Bangladesh Ltd.” and have done my report on “Working Capital Management of Linde Bangladesh Ltd.”. I chose the topic as per consultation with my academic supervisor Zinnatun Nesa. This internship is an orientation to the entire working experience of Linde Bangladesh Limited. I have prepared this report to fulfill the partial requirement of BBA program. While doing this report I had got a great opportunity to have sound knowledge about the activities of Multinational Company.
[bookmark: _Toc10840_WPSOffice_Level1]1.3 Objective of the study: 
[image: ]The objective of the study is to examine ‘Working Capital Management of Linde Bangladesh Ltd’. Another broad objective of the study can be to gain an insight into the concept of Working Capital Management. How working capital is managed at a multinational corporation and how it influences the overall performance of the company. 

[bookmark: _Toc6074_WPSOffice_Level1]1.4 Specific Objective:
· Evaluation of working capital management 
· Evaluation of liquidity position & inventory 
· Evaluation of receivables and accounts payable
· Analyze the financial statements of Linde Bangladesh Ltd. 
· Calculate different Financial Ratio
· Compare previous year’s performance
· Identify the findings and provide possible recommendations for Linde Bangladesh Ltd.
[bookmark: _Toc6292_WPSOffice_Level1]1.5 Methodology: 
To complete the report primary and secondary sources have been used. Secondary sources consist of several reading materials such as journals, and Annual Reports. Primary source have been used for collecting necessary data from the workplace of Linde Bangladesh Ltd. In the internship tenure. In order to analyse the Working Capital Management of Linde Bangladesh Ltd , information were derived from annual reports of the Linde Bangladesh Limited. 

Primary Sources:
· Taking to the organization employees 
· Direct Observation
Secondary Sources:
· Company Websites
· Annual report
· [image: ]Official records 
[bookmark: _Toc4405_WPSOffice_Level1]
1.6 Limitation of the study:
During completing the report faced some problems, which has limited the purpose of the report. The limitations are as follows---

· To maintain the confidentiality of the information data availability becomes a big issue.
· Time provided for conducting the study is another important constraint
· In the three months of internship tenure it is quite difficult to have true practical experience with current world circumstances in this short span of time.
· Because of policy restrictions many useful data were not available.

[image: ] In spite of all these limitation I have tried to put the best effort as per as possible. 

GY OF THE TERM 

[image: ][bookmark: _GoBack]2. Organizational Overview
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[bookmark: _Toc29014_WPSOffice_Level1]2.1 Company Overview:
The Linde Group is a German multinational chemical company which is founded in 1879. It is the world’s largest industrial gas company according market share and revenue. The Founder of Linde Group is Carl Von Linde.
Linde Group has 600 companies in more than 100 countries. More than 60,000 employees are employed by Linde Group in the worldwide. Linde group is well placed in different geographic areas with their proven products, services, trust and confidence. It captures the huge market positions in the following regions,
           [image: attachment]
Figure: Regional Operation of Linde Group
· Africa     
· Asia
· Europe                      
· North America 
· South America
· South Pacific
[image: ]
[bookmark: _Toc13205_WPSOffice_Level1]2.2 History
Linde Group is the world leading gases and engineering company. Linde Bangladesh Ltd, a member of Linde Group which is committed to product and services. The motto of Linde Bangladesh Ltd is to ensure optimum conditions in health, safety and the environment for employees, customers and stakeholders. 
· In 1879 Linde Group is founded by Carl Von Linde.
· In 1973 Bangladesh Oxygen Limited (BOL) incorporated in the joint stock.
· In 1995 BOL changed its name to BOC Bangladesh Ltd.
· In 2006 BOC Bangladesh Ltd is acquired by Linde Group, Germany.
· In 2011 the company changed its name from BOC Bangladesh Ltd to Linde Bangladesh Ltd.
[bookmark: _Toc31736_WPSOffice_Level1]2.3 Range of Products and Services:
Linde Bangladesh Ltd sells their products to more than 35000 customers. To support the huge amount of customers there are three major locations of Linde Bangladesh Ltd throughout the country. They are following,
Corporate Office
Shitalpur Factory
Rupganj Factory





[image: ][image: ]

[image: ]
The range of products and services of Linde Bangladesh Ltd are following below, 

 Hardgoods Filler Materials & Equipment
Medical Gases and Equipment
Industrial Gases






Industrial Gases product line:  
· Atmospheric Gases                      
· Food chilling
· Gas mixtures
· Packaged Chemicals
· Welding & safety products
Health care Product Line:

· Hospital Equipment (Oxygen Cylinder)
· Medical Gases

[bookmark: _Toc26074_WPSOffice_Level1][image: ]
[image: ]
2.4 Vision, Values and Principles of Linde Bangladesh Ltd.
Vision:
The vision of Linde Bangladesh Ltd is to be recognized as the leader in all the business sectors in which we compete in Bangladesh.
Values:
The values of Linde Bangladesh Ltd are--- 
· Passion to excel
· Innovating for customers
· Empowering people
· Thriving through diversity
Principles:
· Safety : Avoid harming people and society
· Integrity : Actions are fair, honest and ethical
· Respect : Every human being deserves to be treated with respect
· Sustainability: Focused on today’s success, but accept the responsibility for future generations.      
[image: Linde_Spirit_en_tcm14-97975_w1024_n]
[image: ]Figure: Vision, Values and Principles of Linde Banladesh Ltd. 
[bookmark: _Toc19906_WPSOffice_Level1]2.5 Percentages of Shareholding:
The percentages of shareholdings of Linde Bangladesh Ltd is shown with graph below,


Figure: Percentages of Shareholdings
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[image: ]The proper management of working capital is the key point of financial management which plays an important role in every industry. The working capital is a trading capital which meets the short term financial requirements of an enterprise and is not retained in the form for longer than one year. In the study named “The Impact of Working Capital Management on Management performance” it is proved that working capital management and performance management has a meaningful relationship. The regular flow of funds is very important to run a business successfully. If it becomes weak, the business can hardly survive and prosper [1]. In 2007 Md. Sayaduzzaman in his research article “Working Capital Management: A Study on British American Tobacco Bangladesh Company Limited” remarks that the working capital management efficiency of British American Tobacco Bangladesh Company Ltd is highly satisfactory because of the positive cash inflows and proper approach in managing the main elements of working capital. BATB easily gains break-even point every year because of satisfactory sales, controlled cost and maximum capacity utilization. The company has healthy internal sources of finance through which they can reduce the borrowings and financial leverage and which favors good equity base and Return on Interest. It successfully uses its working capital through proper planned inventory management, receivables collection, cash management and good cash inflows. In his study, Md. Sayaduzzaman has found that there is positive correlation between efficiency in WC and profitability of the BATBL, market ratio and profitability, efficiency ratio and profitability ratio. There are little negative points are to be noted that the control of work in progress is hampered because of power failure and mechanical troubles. And because of good operating profits, there is little difficulty in cash management. But overall working capital management helps to maintain all around efficiency in operations of BATBL [2]. In 2017 Rejaul Karim, Md. Abdullah Al-Mamun and Md. Tota Miah in their study “Relationship Between Working Capital Management Efficiency and Profitability: A Comparative Study on Square Pharmaceuticals Limited and Beximco Pharmaceuticals Limited, in Bangladesh” have found that there is significant relationship between working capital management effirncy and profitability. The study also analyzed that the operational performance and financial position of Beximco Pharmaceuticals Ltd is weaker and less efficient in almost every various ratios, different conversion period and production cycle. than Square Pharmaceuticals Ltd. The reason behind such poor position of BPL may be the cause of inefficiency of financial management [3]. As a recommendation they have proposed that by increasing operational efficiency through reducing wastages and cost, improving financial management department, appointing qualified, experienced trained personnel BPL can recover their condition.  In 2012 Sayeda Tahmina Quayyum conducted a study identifying “The Relationship between Working Capital Management and Profitability in Context of Manufacturing Industries in Bangladesh.” The study tries to find out if there is significant relationship between profitability and WCM efficiency. In her study Quayyum has selected DSE enlisted companies and analysis time period from year 2005 to 2007. Four industry – a) Cement Industry, b) Food Industry, c) Pharmaceutical Industry and d) Engineering Industry have been analyzed to find out the relationship. The result was very clear that except food industry the other industries have a significant level of relationship between working capital management and profitability. The study also found that the relationship varies from industry to industry [4]. In 2011 Quayyum in her study “Effects of Working Capital Management and Liquidity: Evidence from the Cement Industry of Bangladesh” mention that significant level of relationship between profitability and liquidity indices working capital management. She also remarks that companies should forecast their sales and hold enough cash according to their projected sales level which will help them to take the benefit of bargaining power when making purchases. And thus they will be able to reduce cost. This study helps to find sufficient evidences through which a company can enjoys greater profitability if the company manages its working capital in proper way and focuses on cash position with planned strategy [5].

These studies are consistent with my Internship Report on “Working Capital Management of Linde Bangladesh Ltd.” which has helped me a lot to get an idea about the relationship between working capital management and major components of Working Capital.
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Chapter 04: WCM in Linde Bangladesh Ltd.

[bookmark: _Toc4335_WPSOffice_Level1]
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4.1 Working Capital Management 
Every business needs finance to continue its operations successfully and to achieve its goal. Without adequate finance no organization can perform and accomplish its target and objectives. So this section will deal with various aspects of Working Capital Management of Linde Bangladesh Ltd.

Working Capital refers to a company’s capital which is required to finance short term assets such as cash, inventories, marketable securities, debtors. Working capital management refers to a company's strategy that is specially designed to monitor and utilize current assets and current liabilities, to ensure the most financially efficient operation of the company. The primary objective of working capital management is to make sure the company always maintains sufficient cash flow to meet its short-term operating costs and short-term debt obligations. 

Working Capital Management plays an important role in the fields of finance which continues a constant interaction between Finance and other functional managers. The management of working capital involves managing inventories, accounts receivable and payable, and cash. The Inventory Management, Account Receivable Management and Account Payable Management of Linde Bangladesh Ltd. are described as follows.

In Working Capital Management the following aspects should be effective,
Cash Management: Cash is very crucial aspects for every business to run its operations successfully. So it is very important for the managers to keep their eyes on cash to identify the cash balances whether it is sufficient to meet day to day expenses.
[image: ]
Inventory Management: It is important to to identify the level of inventory which helps proper production cycle but reduces the investments in raw materials, minimizes reordering costs and increases cash flow. To reduce work in progress it is necessary that the lead time in production should be lowered. Similarly to avoid over production the finished goods should be kept as low level as possible. 

[bookmark: _Toc11936_WPSOffice_Level1]Debtors Management: Like cash management, Inventory Management, debtors management is also important to identify the appropriate credit policy, credit terms which will attract customers. Debtors credit periods should be less than 90 days to achieve good working capital ratio and position of the company. 
4.2 The Importance of Working Capital Management:
· To handle day to day business operations smoothly and successfully.
· To maintain sufficient balance between an organization’s current assets and current liabilities.
· To help a business not only cover their obligations but also increase their earnings.
· To help proper management of cash, inventories, accounts payable, accounts receivable.
· To identify the specific area which should be under consideration that needs focus to maintain liquidity and profitability
· To overcome financial insolvency, mismanagement, bankruptcy, obligations, business failure, legal troubles.
· To maintain the level of various working capital accounts.
· To enjoy good credit ratings and discount on payment.
· To make purchase of raw materials, payment of salary, wages without any delay.
· [image: ]To make a proper flow of production and maintain solvency of the business. 
[image: ]
[bookmark: _Toc19884_WPSOffice_Level1]4.3 Working Capital Policy:
Working Capital can be calculated as Current Asset minus Current Liabilities. A company faces Liquidity problems when it is unable to manage its current liabilities through its current assets. That can cause serious threat for the company. If there is excess cash the company then can use those funds for the further investments. 

There are three working capital policies and they are ---
I. Defensive Policy
II. Aggressive Policy
III. Conservative Policy

Current Assets = Sales

Defensive Policy




Current Assets < Sales
Aggressive Policy




Current Assets > Sales

Conservative Policy






[image: ]
The relationship between Current assets and Sales under these working capital policies are following below,

· Conservative policy tends to reduce risk. As in this policy current assets are greater than sales this surplus current assets enable the firm to cope easily with variations in sales, production plans, and procurement time. This policy diminishes the chances of insolvency, reduction of risk, lower expected profitability. 

· Company funds its working capital through short term debt through to the aggressive working capital.This policy is thought to be cheap because funds such as overdraft can be called upon when needed and the interest will be paid only when an overdraft is taken.
[bookmark: _Toc14108_WPSOffice_Level1]4.4 Working Capital Policy in Linde Bangladesh Ltd. :
So from the above discussion it can be said  that Linde Bangladesh Limited follows Aggressive Working Capital Policy. So Linde Bangladesh follows high-risk strategy of working capital financing wherein short-term finances are utilized not only to finance the temporary working capital but also a reasonable part of the permanent working capital. The whole amount of current assets of Linde Bangladesh Ltd are financed by short-term debt and some part of the non-current assets are also will be financed by short term debt.

	Year
	2013
	2014
	2015
	2016
	2017

	Current Assets
	1,955,081
	2,228,056
	2,125,984
	2,835,149
	2,626,970

	Sales
	4,056,278
	3,984,482
	3,933,185
	4,270,585
	4,941,799

	
	-2101197
	-1756426
	-1807201
	-1435436
	-2314829



[bookmark: _Toc30940_WPSOffice_Level1][image: ]From the above table it is clear that Linde Bangladesh Ltd has growth in its sales in the consecutive years. From 2013 to 2015 Linde Bangladesh Ltd has less current assets in terms of sales. So it can be said that Linde Bangladesh follows Aggressive Working Capital Policy and it suits them the most. 
4.5 Inventory Management:
Inventory Management refers to the maintenance of inventory to ensure that right amount of inventory is available in at the right time and of the right quality. So that means it is the maintenance of raw materials, work in progress and finished goods ready to be sale. Inventory Management supervises the flow of goods from manufacturers to warehouses and from these facilities to point of sale. A key function of inventory management is to keep a detailed record of each new or returned product as it enters or leaves a warehouse or point of sale.                              
Inventory Period is an efficiency ratio that shows how quickly a company uses up its supply of goods over a given time frame. Greater inventory period means that a company has poor sales or too much inventory. 
Inventory Period= Inventories/ (COGS/365)

Inventory periods of Linde Bangladesh Ltd over the last five years from 2013 to 2017 are as follows with graph.

	Year
	2013
	2014
	2015
	2016
	2017

	Inventory
	668,098
	727,924
	652,561
	728,622
	683,575

	COGS
	2,550,089
	2,400,925
	2,243,767
	2,290,426
	2632227

	COGS/365
	6986.55 
	6577.88 
	6147.31 
	6275.14 
	7211.58 

	
	95.63 
	110.66 
	106.15 
	116.11 
	94.79 



[image: ]


Figure: Inventory Periods

From the above analysis and graph we can see that the inventory period of Linde Bangladesh Ltd was comparatively lowest (94.79 days) in the year 2017. In the year of 2013 the inventory periods was 95.63 and after that there is a rise in the inventory conversion period in 2014, 2015 & 2016 which is a sign of decrease in the performance of the products of Linde
Bangladesh. But in the year of 2017 as Linde Bangladesh Ltd has managed to decrease its inventory periods so it is now in the good terms with its inventory management. And it is the good sign for the company.
[bookmark: _Toc20892_WPSOffice_Level1]4.6 Account Receivable Periods:
Account Receivable Period refers to the no of days it takes for a business to receive payments owed in terms of account receivables. It is also called Days Sales Outstanding. The lesser the no of days the better for the company. It means it is easier for the company to collect its receivable.

A/R Periods = Receivables/ (Net Sales/365)



[image: ]
A/R periods of Linde Bangladesh Ltd over the last five years from 2013 to 2017 are as follows with graph.
	Year
	2013
	2014
	2015
	2016
	2017

	Receivables
	380,830
	467,845
	435,235
	487,824
	608,505

	Net Sales
	4,056,278
	3,984,482
	3,933,185
	4,270,585
	4,941,799

	Net Sales/365
	11113.09 
	10916.39 
	10775.85 
	11700.23 
	13539.18 

	A/R Periods
	34.27 
	42.86 
	40.39 
	41.69 
	44.94 



	



Figure: Account Receivable Period

From the above analysis we can see that in 2013 Linde Bangladesh Ltd had lowest (34 Days) A/R period. But after that in the upcoming years from 2014 to 2017 there was a rise in the A/R periods and the amount was close enough during those years. As we know the lesser the A/R periods the better for the organization, so Linde Bangladesh Ltd was in better position to collect their A/R in 2013. But later on the situation gets just little worst than the previous years.


[image: ]
[bookmark: _Toc931_WPSOffice_Level1]4.7 Accounts Payable Period:
Accounts Payable Period refers to the length of the time that a business is able to delay its payments for the purchase of raw materials to its suppliers. The greater the Accounts Payable periods the better opportunity for the company to utilize the funds in other sectors.It reduces cost by helping the firm not to take loans.

Accounts Payable Period = Trade Payable/ (COGS/365)

A/P periods of Linde Bangladesh Ltd over the last five years from 2013 to 2017 are as follows with graph
	Year
	2013
	2014
	2015
	2016
	2017

	Payable
	70,602
	107,536
	719,006
	1,469,399
	1,411,487

	COGS
	2,550,089
	2,400,925
	2,243,767
	2,290,426
	2632227

	COGS/365
	6986.55 
	6577.88 
	6147.31 
	6275.14 
	7211.58 

	A/P Periods
	10.11 
	16.35 
	116.96 
	234.16 
	195.73 



	



Figure: Accounts Payable Period


[image: ]
[bookmark: _Toc27369_WPSOffice_Level1]As we know the longer the Accounts Payable Period the better for the organization to hold the funds for further investment, so we can say that in 2016 Linde Bangladesh Ltd was in the best position in managing accounts payable periods (234 Days). Linde Bangladesh Ltd was comparatively in poor position in 2013 and 2014 consecutively 10 days and 16 days. But after that in the upcoming years there was a rise in the Accounts Payable Period consecutively 117 days, 234 days and 196 days. And this progress is good for Linde Bangladesh Ltd.
4.8 Operating Cycle:
Operating Cycle refers to the no of days required for an organization to receive inventory, sell the inventory and collect cash from the sale of inventory. In other words it is simply the  date from the initial cash outlay to the date from cash receipts.

Operating Cycle is important for every business for a proper management of the operations and for the growth of the business. A organization with short Operating Cycle requires less cash to maintain its operations.

In Case of Linde Bangladesh Ltd. to complete the following cycle of events a proper operating cycle is necessary.

· Conversion of cash into raw materials.
· Conversion of raw materials into work in progress
· Conversion of work in progress into finished goods
· Conversion of finished goods into accounts receivables
· Conversion of accounts receivables into Cash

[image: ]



Figure: Operating Cycle

This Operating cycle will be repeated again and again over the periods. This cycle plays a vital role in identifying the efficiency and capacity of a business.

Operating Cycle = Inventory Period + Accounts Receivable Period

The operating cycle of Linde Bangladesh Ltd over the last five years from 2013 to 2017 are following below,
	Year
	2013
	2014
	2015
	2016
	2017

	Inventory Period
	95.63
	110.66
	106.15
	116.11
	116.11

	A/R Period
	34.27
	42.86
	40.39
	41.69
	41.69

	Operating Cycle
	129.9
	153.52
	146.54
	157.8
	139.73






[image: ]
The shorter the operating cycle, the greater the cycle preferred. Shorter operating cycle indicates more successful business. It indicates the organization will be able to recover its investment quickly and maintain sufficient cash to meet the obligation.

Figure: Operating Cycle
From the above table we can see that in 2013 the operating cycle of Linde Bangladesh Ltd was lower (130 days) than any other years. From then in 2014 to 2015 the situation was not that much better because there was a rise in the no of days in OC. In 2017 the scenario changes a bit in a good way. Linde Bangladesh Ltd manages to control the no of days of OC lower than the previous years.
[bookmark: _Toc26227_WPSOffice_Level1]4.9 Cash Conversion Cycle (CCC):
Cash Conversion Cycle refers to the length of time that an organization uses to convert its investment in inventory and other resources into cash flows from sales. CCC requires its inventory, days required to collect receivable and the days the organization need to pay its bills. The lesser the CCC the better for the organization which means that the organization has more cash for further investments. Greater CCC means there is little chance for organization to invest in further investments. 


[image: ]
	Year
	2013
	2014
	2015
	2016
	2017

	Inventory Period
	95.63
	110.66
	106.15
	116.11
	116.11

	A/R Period
	34.27
	42.86
	40.39
	41.69
	41.69

	A/P Period
	-10.11 
	-16.35
	-116.96
	-234.16
	-234.16

	CCC
	119.79
	137.17
	29.58
	-76.36
	-76.36


[bookmark: page9]

	



Figure: Cash Conversion Cycle

As we know the lesser the CCC is better for the organization, so Linde Bangladesh was not in a good position in the previous years of 2013 & 2014. After that there was a downfall in the CCC in 2015 to 2017. From the above analysis we can see that Linde Bangladesh Ltd has negative balances in 2016 and 2017. That means Linde Bangladesh is getting paid by their customers before they pay their suppliers.



[image: ]
[bookmark: _Toc9071_WPSOffice_Level1]4.10 The Relationship between Receivables and Payable:
The relationship between receivables and payable of Linde Bangladesh Ltd of over the five years are following below,
	Year
	2013
	2014
	2015
	2016
	2017

	Receivables
	380,830
	467,845
	435,235
	487,824
	608,505

	Payable
	70,602
	107,536
	719,006
	1,469,399
	487,824

	
	310228
	360309
	-283771
	-981575
	120681





Figure: The relationship between receivables and payable
The receivables always should be greater than the payable. But in 2015 to 2017 the scenario was not good for the Linde Bangladesh Ltd. Because from the graph we have noticed that the payable is greater than the receivables, which indicates poor performance of Linde Bangladesh Ltd. 

[image: ]
[bookmark: _Toc21155_WPSOffice_Level1]4.11 Current Ratio:
The current Ratios of Linde Bangladesh Ltd of over the five years are following below,
	Year
	2013
	2014
	2015
	2016
	2017

	Current Assets
	380,830
	467,845
	435,235
	487,824
	608,505

	Current Liabilities
	70,602
	107,536
	719,006
	1,469,399
	487,824

	Current Ratio
	310228
	360309
	-283771
	-981575
	120681



Current ratio refers to measure a company’s ability to pay short term and long term obligations. It evaluates the company’s capability in paying off its short term debts using its current assets. Current ratio is less than 1 means the company is not in a good financial position.
Current Ratio = Current Assets/ Current Liabilities


Figure: Current Ratio
[image: ]From the above calculation and graph we can see that in every year the current ratio of Linde Bangladesh Ltd is greater than 1 which is good for the company. 
[bookmark: _Toc29634_WPSOffice_Level1]4.12 Quick ratio:
Quick ratio refers to measure how efficiently a company can pay off its short term liabilities. It is better measurement that current ratio because it deducts inventory.

Quick ratio = (Current assets- Inventory) / Current Liabilities

The Quick Ratios of Linde Bangladesh Ltd of over the five years are following below,
	Year
	2013
	2014
	2015
	2016
	2017

	Current Assets
	1,955,081 
	2,228,056
	2,125,984
	2,835,149
	2,626,970

	Inventory
	668,098
	727,924
	652,561
	728,622
	683,575

	CA-Inventory
	1286983
	1500132
	1473423
	2106527
	1943395

	Current Liabilities
	634,006
	692,597
	871,515
	1,824,343
	1,573,136

	Quick Ratio
	2.03 
	2.17 
	1.69 
	1.15 
	1.24 



[image: ]Quick Ratio greater than 1 indicates that the company can easily cover its current liabilities. But Quick ratio less than 1 indicates that the company may not be able to pay off its current liabilities.


Figure: Quick Ratio
From the above calculation and graph it is clear that in the year of 2013-2017 the quick ratio of Linde Bangladesh Ltd is greater than 1, which indicates that Linde Bangladesh Ltd is in good position to pay off its current liabilities.
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5.1 Findings:
· Linde Bangladesh Ltd follows the Aggressive Working Capital Policy as its current assets are less than in relation to sales.
· The Inventory Periods of Linde Bangladesh Ltd. Over the last five years from 2013 to 2017 is between 95 days to 116 days.
· The Receivable Period of Linde Bangladesh Ltd over the last five years from 2013 to 2017 is between 34 days to 45 days which is strong point for the company because the the receivable period is less than the payable period.
· The Account Payable Period of Linde Bangladesh Ltd over the last five years from 2013 to 2017 is fluctuating over the years.
· The Operating Cycle of Linde Bangladesh Ltd over the last five years from 2013 to 2017 is between 130 days and 158 days.
· The Cash Conversion Cycle of Linde Bangladesh Ltd over the last five years from 2103 to 2017 is fluctuating over the years. In 2016 and 2017 it was negative in balance.
· The relationship between receivables and payable of Linde Bangladesh Ltd over the last five years from 2103 to 2017 is fluctuating over the years. In 2015 and 2016 it was negative in balance.
· The Current Ratio of Linde Bangladesh Ltd over the last five years from 2103 to 2017 is between 1.55 and 3.22. The ratios are above 1 which indicates the company is in good terms.
· [bookmark: _Toc3013_WPSOffice_Level1][image: ]The Quick Ratio of Linde Bangladesh Ltd over the last five years from 2103 to 2017 is between 1.15 and 2.17. The ratios are are above 1 which is good for the company. 
5.2 Recommendation:
· As the inventory period of Linde Bangladesh Ltd is between 95 days and 116 days, so there is opportunity for the company to lower the length of inventory period. As we know the lower the inventory period the better for the organization.
· In the year of 2013 and 2014 the Accounts Payable periods were only 10 days and 16 days which was not relevant to the years of 2015 to 2107. Whereas the Account Payable period of Linde Bangladesh Ltd in 2015 to 2017 were consecutively 117, 234, 196 days. As we know it is not good for the company if the account payable period is lower. So the company should be aware that the history does not repeat again like 2103 and 2014. 
· It is good for the company if the operating cycle is as much as lower. We have seen that the operating cycle of Linde Bangladesh Ltd over the years of 2013 to 2017 were in between 130 days and 158 days. So for the company there is an opportunity to lower the length of the operating cycle for the betterment of the company. ( 90 days)
· In Cash Conversion Cycle it is always good if the accounts payable period is greater than the operating cycle. But in 2013 to 2015 the scenario was not good for Linde Bangladesh because the account payable was less than the operating cycle. The company should keep it concern that the period of payable must be larger than the operating cycle.
· In the section of relationship between payable and receivables we have noticed that in 2015 and 2016 the balance was negative because of the higher payable. But for a company it is always good to maintain the higher amount of receivables. Linde Bangladesh should keep in concern so that it doesn’t repeat again.
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Conclusion



Working Capital Management is the best way to judge a company’s cash flow condition and its health. The better way a company manages its working capital the better way a company can deal with its day to day operations and lower need of borrowings. From the all discussions a conclusion can be drawn that working capital management of Linde Bangladesh Ltd is highly effective. Due to good turnover of current assets, inventory debtors and cash balances the liquidity position of Linde Bangladesh is satisfactory. Linde Bangladesh has lots of challenges and lots of scope to improve in several areas.
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Operating Cycle


Cash


Raw Materials


Work in Progress


Finished Goods


Account
Receivables







Percentage of Shareholdings
60%
14.50%
1.30%
0.70%
23.50%

The BOC Group Ltd	Investment Corporation of BD	Sadharan Bima Corporation	Bangladesh Fund	Other Shareholders	0.6	0.14499999999999999	1.2999999999999999E-2	7.0000000000000001E-3	0.23499999999999999	


Inventory Period	
2013	2014	2015	2016	2017	95.63	110.66	106.15	116.11	94.79	YEAR

PERIOD



A/R Period	
2103	2014	2015	2016	2017	34.270000000000003	42.86	40.39	41.69	44.94	YEAR

PERIOD



A/P Period	
2013	2014	2015	2016	2017	10.11	16.350000000000001	116.96	234.16	195.73	YEAR

PERIOD



OC	
2013	2014	2015	2016	2017	129.9	153.52000000000001	146.54	157.80000000000001	139.72999999999999	Year

Period



CCC	
2013	2104	2015	2016	2017	119.79	137.16999999999999	29.58	-76.36	-56	Year

Period


Relationship between receivables and payables
Receivables	2013	2014	2015	2016	2017	380830	467845	435235	487824	608505	Payables	2013	2014	2015	2016	2017	70602	107536	719006	1469399	487824	Year

Amount




Current ratio	
2013	2014	2015	2016	2017	3.08	3.22	2.44	1.55	1.67	Year

Ratio



Quick Ratio	
2013	2014	2015	2016	2017	2.0299999999999998	2.17	1.69	1.1499999999999999	1.24	Year

Ratio
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