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ABSTRACT 

This article highlights on the liquidity analysis of Asian Star Co. Ltd and Tribhovandas Bhimji 

Zaveri Ltd. The present study is based on secondary data collected from the financial statement 

published in annual reports of selected companies from 2011-12 to 2015-16. The data have been 

analyzed by using liquidity ratios and statistical tools like mean, standard deviation and 

coefficient of variation etc. For checking the hypothesis t-Test has been used and it reveals that 

the null hypothesis is accepted in current ratio but it rejected in liquid and absolute liquid ratio. 

The study reveals that liquidity position of both the companies are not good. Finally some 

suggestions are given to the management of both the companies under study to strengthen their 

financial position. 
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INTRODUCTION 

Liquidity refers to ability of a concern to meet short term as well as long term obligation. 

Liquidity is so much important for the concern to be able to meets its obligations as they become 

due. Poor Liquidity implies that the concern find fewer funds to meet the short term obligation 

on daily basis. As result, the image and goodwill of the concern are worn in the minds of all 

stakeholders so as to affect the firm lending capacity. In ability to meet the short term liabilities 

may also affect the company’s day to day operation. Lack of liquid assets on hand may force a 

company to miss the incentives given by the suppliers of credit, services and goods. Excess 

liquidity means the concern as more funds than required and find difficult to organize the excess 

funds profitably due to lack of investment opportunities. As a result such surplus funds, since 

earn no returns, impact profitability and thereby affect shareholders wealth maximization. So it is 

necessary to make proper balance between high liquidity and low liquidity 

 

 

REVIEW OF LITERATURE 

Dabasish Sur, Joydeep Biswas and Prasenjit Ganguly (2001) studied the “Liquidity 

management in Indian private sector enterprises – a case study of Indian primary aluminum 

industry”. From this study, it was analyzed that the overall performance regarding liquidity 

management at INDAL was better in terms of efficient utilization of short term funds, whereas 

HINDALCO was unable to do so. A very high degree of positive correlation between liquidity 

and profitability in case of both the companies was a notable feature, reflecting the favorable 

effect of liquidity and profitability. 

Arab, Masoumi & Barati (2015) examined the financial performance of identified units in the 

steel industry in India in terms of Liquidity, Solvency, Activity and Profitability ratios. The 

sample companies namely, Tata Steel Ltd., Jindal Steel & Power Ltd., JSW Steel Ltd., Bhushan 

Steel Ltd. and Steel Authority of India Ltd. were selected for the study. ANOVA was used to 

evaluate the impact of selected variables on the financial performance of identified units in the 

steel industry. Finally, it was concluded that there was significant difference in financial 



 
 

performance of identified units in the steel industry in India with regard to Liquidity, Solvency, 

Activity and Profitability Position. 

André Luiz de Souza Guimaraes, Valcemiro Nossa(2010), The purpose of this study is to 

analyze the adequacy of a working capital management normative model, in terms of 

profitability, liquidity and solvency. Through an empirical and analytical research, the analysis 

of variance results (ANOVA) of a sample containing financial information from 621 healthcare 

insurance companies for the year 2006, show that different working capital structures are 

associated with different levels of profitability, liquidity and solvency, suggesting a preference 

order different from the one theorized by Fleuriet / Braga. The results indicate that a certain 

structure – where financial current assets exceed onerous current liabilities, and cyclical current 

assets exceed cyclical current liabilities – is associated with higher levels of profitability, 

liquidity and solvency. 

Abuzar M.A. Eljelly (2004) this study empirically examines the relation between 

profitability and liquidity, as measured by current ratio and cash gap (cash conversion 

cycle) on a sample of joint stock companies in Saudi Arabia. Using correlation and 

regression analysis the study found significant negative relation between the firm’s 

profitability and its liquidity level, as measured by current ratio. This relationship is more 

evident in firms with high current ratios and longer cash conversion cycles. At the industry 

level, however, the study found that the cash conversion cycle or the cash gap is of more 

importance as a measure of liquidity than current ratio that affects profitability. The size 

variable is also found to have significant effect on profitability at the industry level. Finally, 

the results are stable over the period under study.  

 

OBJECTIVES OF THE STUDY 

The major objectives of the study are: 

 To evaluate liquidity trends of selected Gems and Jewellery Companies 

 To compare relationship of liquidity. 

 To measure the position of gems and jewellery industry in terms of short-term liquidity.  

 

https://www.emeraldinsight.com/author/Eljelly%2C+Abuzar+MA


 
 

SAMPLING AND RESEARCH METHODOLOGY 

The present study is analytical in nature and it is based on secondary data have been collected 

from the financial statements published in annual report of the companies. The proposed study 

will aim at examining the liquidity analysis of Asian Star Ltd and Tribhovandas Bhimji Zaveri 

Ltd. The study is covering the period from 2011-12 to 2015-16. For analyzing the data liquidity 

ratios and simple statistical tools such as ratio, mean, standard deviation and coefficient of 

variation have been used. For checking the hypothesis t-Test has been used. 

DATA ANALYSIS 

Liquidity Ratio Analysis: Liquidity ratio analysis is the use of various ratios to determine an 

organization's ability to pay its bills in a timely manner. This analysis is important for lenders 

and creditors who wish to obtain certain information on the financial status of a borrower or 

client before granting a loan. There are several reasons available for this analysis, all of which 

use the same concept of comparing liquid assets with short-term liabilities. 

 

Current Ratio: This ratio reveals the relationship between current assets and current liabilities. 

The main objects is to measure the ability of the concern to meet its short term obligations and to 

depict the short-term financial soundness of a concern. 

Current Ratio = 
𝐶𝑢𝑟𝑟𝑒𝑛 𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡  𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Table 1: Current Ratio of selected companies under study  

From 2011-12 to 2015-16 

Year Asian Star Ltd.  TBZ Ltd. 

2011-12 1.38 1.25 

2012-13 1.35 1.44 

2013-14 1.39 1.42 

2014-15 1.39 1.43 

2015-16 1.41 1.39 

Mean 1.38 1.39 

Standard Deviation (S.D.) 0.02 0.08 

Coefficient of Variation (C.V.) % 1.45 5.76 

Source: Annual reports and accounts of the companies under study. 

Figure 1 



 
 

 

It can be noted from the above table that the current ratio of Asian Star Ltd declined from 1.38 to 

1.35 in  the year 2012-13  in compare to 2011-12 after this slight increase in the year 2013-14 as 

1.39 after this it was again increase in next to year. The average ratio is 1.38 times, S.D. is 0.02, 

and the value of C.V. is 1.45 in Asian Star Ltd. In viewing TBZ Ltd. current ratio got increase in 

2012-13 as 1.44 in compare to 2011-12 as 1.25 after this slight decrease  in current ratio in 2013-

14 as 1.42 and then after in a year 2014-15 at 1.43 and 2015-16 it was 1.39 constant. The average 

ratio is 1.39 times, S.D. is 0.08 and the value of CV is 5.76. The ideal current ratio is 2:1, so that 

it is clear from the analysis that this ratio is almost below than the ideal standard ratio in both 

companies.  

Test of Hypothesis  

Null hypothesis  

H0  :  There is no significant difference between current ratio of the companies under 

study.     

Critical Value of t: 0.27    

 Table Value on d.f. 8 at 5% level: 2.306 
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Therefore, the critical value of t (0.27) is less than the table value (2.306) at 5% level of 

significance. Hence, there is no significant difference between current ratio of selected 

companies and null hypothesis is accepted for the study of the company. 

 

Quick Ratio/Liquid ratio: This ratio reveals the relationship between quick assets and current 

liabilities. The main objective of computing this ratio is to measure the ability of the firm to meet 

its short-term obligations as and when due without relying upon the realization of stock. 

Liquid Ratio =  
Liquid  Ass ets

current  liabilities
 

 

Table 2: Liquidity Ratio of selected companies under study  

From 2011-12 to 2015-16 

Year Asian Star Ltd. TBZ Ltd. 

2011-12 0.86 0.04 

2012-13 0.80 0.06 

2013-14 0.96 0.10 

2014-15 0.90 0.06 

2015-16 1.08 0.06 

Mean 0.92 0.06 

Standard Deviation (S.D.) 0.11 0.02 

Coefficient of Variation (C.V.) % 11.96 33.33 

Source: Annual reports and accounts of the companies under study.  

Figure 2 



 
 

 

It can be noted that form above table the liquid ratio of Asian Star Ltd. was varied from 0.80 in 

the year 2012-13 to 1.08 in 2015-16. The average Liquid ratio of Asian Star Ltd was 0.92, S.D. is 

0.11 and C.V. is 11.96. The above table shows that liquid ratio of TBZ Ltd had fluctuating trend. 

It ranges from 0.04 in 2011-12 to 0.10 in 2013-14. The average Liquid ratio of TBZ Ltd. was 

0.06, S.D. is 0.02 and C.V. is 33.33. A liquid Ratio of 1:1 is usually considered to be good and 

satisfactory. But both the companies’ liquid ratio is below than the ideal standard ratio. Asian 

Star Ltd. was very near to ideal ratio but the position of TBZ was not good.  

Test of Hypothesis  

Null hypothesis  

H0  :  There is no significant difference between liquid ratio of the companies under 

study.     

Critical Value of t: 17.19    

 Table Value on d.f. 8 at 5% level: 2.306 

Therefore, the critical value of t (17.19) is more than the table value (2.306) at 5% level of 

significance. Hence, there is significant difference between liquid ratio of selected companies 

and null hypothesis is rejected for the study of the company. 
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Absolute Liquidity Ratio: This ratio establishes a relationship between absolute liquid assets 

and current liabilities. There are two components of this ratio which are as under: Absolute liquid 

Assets which mean marketable securities cash in hand and bank balance. Current liabilities will 

be as per mentioned in the current ratio. Some writers do not include bank overdraft. 

Absolute Liquidity Ratio =  
𝐴𝑏𝑠𝑜𝑙𝑢𝑡𝑒  𝐿𝑖𝑞𝑢𝑖𝑑  𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡  𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Table 3: Absolute Liquidity Ratio of selected companies under study 

From 2011-12 to 2015-16 

Year Asian Star Ltd. TBZ Ltd. 

2011-12 0.12 0.02 

2012-13 0.14 0.04 

2013-14 0.19 0.09 

2014-15 0.18 0.04 

2015-16 0.33 0.05 

Mean 0.19 0.05 

Standard Deviation (S.D.) 0.08 0.03 

Coefficient of Variation (C.V.) % 42.11 60.00 

Source: Annual reports and accounts of the companies under study.  

Figure 3 

 

It can be concluded that form above table the absolute liquid ratio of Asian Star Ltd. was varied 

from 0.12 in the year 2011-12 to 1.33 in 2015-16. The average absolute liquid ratio of Asian Star 

Ltd was 0.19, S.D. is 0.08 and C.V. is 42.11. The above table shows that absolute liquid ratio of 
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TBZ Ltd had fluctuating trend. It ranges from 0.02 in 2011-12 to 0.09 in 2013-14. The average 

Liquid ratio of TBZ Ltd. was 0.05, S.D. is 0.03 and C.V. is 60.00. An absolute liquid Ratio of 

0.5:1 is usually considered to be good and satisfactory. But both the companies’ absolute liquid 

ratio is below than the ideal standard ratio. It can be suggested that the both companies should try 

to maintain the ideal ratio. 

Test of Hypothesis  

Null hypothesis  

H0  :  There is no significant difference between absolute liquid ratio of the companies 

under study.     

Critical Value of t: 3.66    

 Table Value on d.f. 8 at 5% level: 2.306 

Therefore, the critical value of t (3.66) is more than the table value (2.306) at 5% level of 

significance. Hence, there is significant difference between absolute liquid ratio of selected 

companies and null hypothesis is rejected for the study of the company. 

 

CONCLUSION AND SUGGESTIONS 

After analysis of various financial data related to selected Gems and Jewellery Companies in 

India, it is founded that liquidity position of both the companies are not found good because the 

current ratio, liquid ratio and absolute liquid ratio are below to ideal ratio. Null hypothesis is 

accepted in the current ratio so there is no significant difference between companies but Null 

hypothesis is rejected in liquid ratio and absolute liquid ratio so there is significant difference 

between companies. So that both companies should take necessary steps to maintain the adequate 

level of ratio. It is suggested that both the companies should increase the proportionate of current 

assets to maintain the better liquidity position.  
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