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Abstract

I'he present research paper aims 1o measure, analyze and compare the financial leverage of
Indian and Chinese Cement industiy. For this purpose, top ten cement companies were selected
from Indian cement industry as well as from Chinese cement industry. Secondary data have been
used to cary out the research and these data were collected from annual reports of respective
companies and database software. Data were analyzed through MS Excel. Financial leverage
was measured in terms of EBIT-EBT relationship and Debt-Equity ratio. Result has been tested
through one way ANOVA and comparison has been tested throught test. Study shows that Indian
and Chinese cement companies are not significantly different in terms of EBIT/EBT bu:
significantly different in terms of Debt-E quity ratio.

Keywords : EBIT/EBT, debt-equity ratio, cement industry.
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Need of the Study : ~

Chinese cement industry is the largest cement producing C(.)U”“.y sl m:n(‘J Yicids 60% of
global production of cement while Indian cement industry is lllo sccond lz'ngcs‘t. cement prodygg,
in the world and accounted for over 7% of the global production capacity. Since n'o Study
been conducted o analyze the financial risk between both the top two cement producing country,
Hence the present study attempts to fulfill the research gap,

Objectives of the Study

The present paper has fol lowing objectives;

L Tomeasure and analysis of financial leverage of Indian and Chinese cement companies
2 To compare financial leverage of Indian and Chinese cement companics.
Research Hypotheses

Following hypotheses have been proposed for the study:

[norder to check whether there is significant difference available or not indiffere

ntsample units
ofa particular country, the following hypothesis has been developed-

H,1: There is no significant difference amon

g financial leverage of different companies of
cementindustry in a particular country.

H.2: There is no significant difference among

financial leverage of Indian and Chinese cement
companies.

Research Methodology

To carry out the research following methodology has been adopted-

—
Description Indian Sample Companies Chinese Sample Companies

| Sample Size 10 10

_— |

[ - .
' Period of the study | 5 financial year (2013 -14 to 2017-18) 5 calendar year (2015 to 2019)

\\\
| Type of data Secondary data as financial data Secondary data as financial data
“,\

' Source of data Annual reports of selected companies and Www.reuters.com,

ACE Equity Software .
www.stockopedia.com,

Www.aastocks.com,

Www.yahoofinance.com and

WWw.gurufocus.com

Jouma{ of Business and Management ISSN 2277.8012

Volume 11 No, | June 2021




r

1""”CS and ten Chinese companies have been selected on the basis of highest

~oim . A ‘ ! | ‘ | |
' jzation 1 the industry. In order to facilitate comparison between Indian and
17¢

¢ compan
uming occur cvenly every month) and accordingly converted into financial

al _ ) K |
. ics, financial data of Chinese sample companies were assumed to occur

L\ Ce
ket
l \Csﬂmpl \
o 'ﬂm.du ¥ | ars could be forme ~ . «
" (mrﬁnnncmlya.nsum dbe formedie from2015-161t02018-19
~ (
]Cn\‘

riatc analysis. descriptive statistics like mean and cocfficient of vaniation have been
atle

or forcomp ncia l
ANOVA has been used as a bivariate technique. To test the hypothesis t test has

aring difference in financial leverage of various companies and of varnous

one )
1dmmistcred.

<lts and Discussion
e leverag® has been calculated using EBIT-EBT relationship and Debt-Equity ratio. Table

laysthe test results of one-way ANOVA for finding significance of difference between year-
" iaia (intra-firm comparison) and firm-wise data (inter-firm comparison).
psd dat
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Table 1: Financial Leverage (EBIT/EBT) of Indian Cement Industry

S 2013 | 2014- | 2015- | 2016- | 2017- C.V
. Company Name -14 15 16 17 g | Mean o,
| ACC Ltd. 107 | 108 | 1.09 | 1.08 | 1.06 | 1.08 1.11
> Ambuja Cements Ltd. 1.04 1.08 1.10 1.07 1.06 1.07 2.28
3 | Birla Corp. Ltd. 156 | 137 | 141 | 220 | 336 | 198 4251
p ILI’[‘;’“‘ Cements Capital 191 | 1.8 | 121 | 109 | 111 | 1.30  26.39
3 JK Cement Ltd. 234 | 259 | 426 | 206 | 1.74 | 260 3774
6  JK Lakshmi CementLtd. | 1.67 | 1.86 | -3.38 | 407 | 9.1 | 2.67 169.34
7 KCP L. 188 | 1.65 | 138 | 144 | 131 1.53 15.10
&  Shree Cement Ltd. 1.16 1.30 1.06 1.08 1.07 1.14 .73
% TheRamco Cements Ltd. | 2.44 | 1.55 1.28 1.12 1.08 149 3739
10| Ultratech Cement Ltd. 113 | 120 | 1.17 | 117 | 1.37 | 1.21 .11
— Industry Average 162 | 149 | 1.06 | 1.64 | 223 | 1.61 3493
—Inter-firm Comparison ANOVA F 0.812 P-Value 0.608
—Intra-firm Comparison ANOVA F | 0793 | P-Value  0.535

(Source: Own Computation)

"
-34;;;:}:1](3}? t%lat the average leverage of Indian cement industry is 1.6 1 with an overall CV o
I 'ememguz&l average l@verage was observed for JK Lukshnp (Tcmcut Ltd. (2.67) m“.\‘“ ed by
oA U"(2660)' This tel‘ls that these two COmPilllics‘zu‘c nskl}‘r lh;llf other companies i the
Vel the Yearg Ja -ement Ltd. is using very less amount of debtas s Gonfirmed'fom its Ievérage
‘ S which ranges between 1.04 and 1.10.
Verage
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Results of one way ANOVA for inter-firm comparison disclosed that the calculated Value of :
0812 with a p value of 0.608. Hence there is no significant difference among lcvcragcS n}
different firms of cement mdustry. When one way ANOVA was used to make intra.ﬂ,.m
comparison. it was observed that the calculated value of Fis 0.793 with a p value 0f0.535 and
Wasproved that there is no significant difference among leverages of different years, | lence both
the null hypothesis could not be rejected at 5% level of significance.

Table 2: Financial Leverage (Debt-Equity Ratio) of Indian Cement Industry

S Company N 2013- | 2014- | 2015- | 2016- | 2017- Mean | C-V- |
N. | ompany Name 14 15 16 17 18 n (%) |
‘ﬁ\“\_ ]

I | ACC Ltd. 0.014 | 0.014 | 0.016 | 0.015 | 0013 0.014 7.37
— Attt ld 2 | 004 ] 737 |
2| Ambuja Cements Lid. 0'303 0'303 0.0015 0'20' 0.0018 | 0.0022 | 48 12
3| Birla Corp. Ltd. 0.55 | 0.50 0.44 1.29 0.97 0.75 49.18

Indi S i ]
4 | g Cements Capital 1 T e | 150 155 | 279 | 175 | 3306
5 | JK Cement Ltd. 1.59 | 2.00 2.09 1.94 1.49 1.82 14.55
6 | JK Lakshmi Cement Ltd. 1.29 | 146 1.71 1.92 1.76 1.63 15.45
T T, ————— = | — 1 =t
/| KCP Ltd. 093 | 0.85 0.78 0.76 0.75 0.81 8.83
8  Shree Cement Ltd. 025 | 0.17 0.13 0.17 0.38 022 | 45.60
9 The Ramco Cements L. 118 | 1.04 0.69 0.38 0.28 0.71 55.67 |
10 | Ultratech Cement Ltd. 043 | 0.52 0.48 0.35 0.74 0.50 | 29.18
Industry Average 0.77 0.80 0.78 0.84 0.92 0.82 30.72
Inter-firm Comparison ANOVA F i P-Value 0.00
Intra-firm Comparison ANOVA F 0.0641 P-Value 0.992

(Source: Own Computzy
(\

Table 2 measures the leverage using debt-equity ratio of Indian sample companies of cement
industry. [t is found that the average D-E ratio of the industry is 0.82 with a CV 0f30%. Over the
years the D-E ratio has increased a bit but in all the years it has been less than 1. This indicates
that the industry is relying less on debt. The hj ghest average leverage was for JK Cement Ltd. as
1.82 and the lowest was for Ambuja Cement Ltd. as 0.0022. Ambuja Cement Ltd. is using a
negligible amount of debt therefore it is a financial risk free company.

Inter-firm comparison results show that the calculated value of F is 29.862 with a p value of0.00.
Therefore, there is significant difference among the leverages of different Indian firms. On the
other hand, intra-firm comparison shows that the calculated value of F is 0.064 1 with a p value of
0.992. Thus there is no significant difference among the leverages of firms of cement industry
over the years.
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3: Financial Leverage (EBIT/EBT) of Chinese Cement Industry

Tablc
! . —)
| | 2015- | 2016- | 2017- | 2018- C.V. |
1 Company Name 16 17 8 (9 Mcarn (%) 1[
oV | Goneh Cement Co. Ltd. 109 | 105 | 102 | ror | 104 | 326
A pui Conet >
L /:l:m (‘cmt‘“l(('hm']) Holdings 0.8 48 - o 0.73 (43 47 !
‘ ' I
e - 120 | 124 | 136 | 128 127 | 524
‘ B!\}J%MLGTEEM 307 | 252 | 167 | 1so | 209 | 3376
CTONBMCE o ent Holdings |
4 China Resources Ccement Holdings | 55 | 24 110 | 05 124 | 1831
s | L — : — — O
| Cpina Shanshui Cement Group 075 | -1.69 | 161 | 119 | 046 | 31995
0 |Ld —— I A - ——
—+Cpina Tianrui Group Cement Co. 412 | 257 | 171 | 157 | 249 | 4638
7| L. _ AR S S S
-~ China West Construction Group 1.46 153 | 165 | 125 | 147 1151
§ | Co.Ltd.
T Huaxin Cement Co. Ltd. 2.10 139 | 1.13 | 105 | 142 | 3362
10 | Tangshan Jidong Cement Co. Ltd. -0.29 2.18 1.35 1.32 1.14 90.93
Industry Average 142 | 135 | 138 | 123 | 135  6.15
— Inter-Firm Comparison ANOVA F 2.254 P Value 0.039
Intra-Firm Comparison ANOVA F 0.0914 P Value 0.964

(Source: Own Computation )

| Table 3 presents the financial leverage of Chinese sample companies of cement industry. It is

| fund that cement industry in China has an average leverage of 1.35 with a low value of C. V. of
§15%Ifindividual companies are looked at, it is found that highest average leverage is 2.49 of

| China Tianrui Group Cement Co. Ltd., which is also having highest value ofleveragein 2013-16
of412. China Shanshui Cement Group Ltd. is showing average leverage of less than 1.00 which
slowestaverage leverage.

115755121 \?I]ft }(l)ne way ANOVA for inter-firm compgrispn disclgses that the calculated F value 1s

| ﬁnﬁnciallevi P value of 0.039. Thus there 1s &gmﬁcant d1ff§1"ellce among the measures of

Winterfiry Zage Othe sgmp}e Chinese companies of.cement md}ls.tly. Hence nL}ll hypothesis

fitteq 5 loczmpanson is rejected at 5% level of significance. This is due to tl}e tact that EBIT

Oaled thag (e Ovler the years. Furtl.1er, one way ANOVA re‘sult for Intra-firm comparison

g Signiﬁcamiia'f;mated value of F is 0.99 14 with a P value of 0.96{ Thus the null hypothesis

| Signj cance ang ii erence among financial ICVCI'?lgC 0v§r the years _1s‘uccep[cd at 3% level of

| verage o, can be' concluded that there is no significant difterence among financial
, erthe study period.

.
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Table 4 b1k 16 17 | 18 | 19 | Meay Cy |
| : | Companmy . [ 0.20 0.19 ple 200 U-h JL 4()%;
A oy Cement €O 0.5 0. Hr
| Anhn Coneht 3?::3 Holdings 070 | 054 | 2| 0 I
- \.~mt“‘m°"'(“ i P [ 94 1.89 2.05 Tt ; 5,
- o : I5,
1| Rn\lui corp 3.607 3.21 264 1 212 | 23 | n,
;. (NBM (o 1 0.50 | 0.29 !
! 't-l?,:j,‘LfourcC\(\"“C“' 0.71 0'657,_, I 0.54 M,
- a Res ' — ounn T ‘ Ly
*\ oS l 1 ~ ‘
1 li(wld,m:l‘ ‘:hm Cement Group 4.12 4.42 2.27 0.77 2.89 .
( China Shan: ,//,’__——. — | )
> ond o | 48 1.16 1.01 ’
 China Tianu! Group Cement CO- 1.91 /1”# 1.39 ; %5
M/ T |
China West Construction Group 0.92 0.83 0.60 049 1 071 275
¥ Colud —o4 | 102 | 072 | 039 079
o Huaxin Cement Co. Ltd. | ‘ 38,6-;
0 Tangshan Jidong Cement Co. 2.34 2.20 2.23 145 1206 | 95,
( = I :
Ltd. 7 |
1.71 1.65 1.27 092 | 139 |,
Industry Average | 6.49
Inter-Firm Comparison Mﬁ%}%‘;—_—gzﬂue\ﬂ
| ANOVA | F : alue | 35

(Source: Own Compury;

|

es the leverage using debt-equity ratio of Chinese sample firms of cem-‘
erage D-E ratio of the industry is 1.39 witha(
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Table 4 measur
industry. It is found from the results that the av

of 26.49%. Thus, there are low fluctuations in t
2 continuously decreasing trend. This shows
cquity. Highest average D-E ratio was observe
5 91 which shows that the company is using debt more than twice than equity. Lowestaver

E ratio was observed for Anhui Conch Cement Co. Ltd. as 0.17.

When' one way ANOVA was used for inter-firm comparison, it is found that the calculawd?
valueis | 0.047 witha p value of 0.00. Thus, there is significant difference among the measws!
D-E Ratio of different companies and null hypothesis for inter-firm comparison s rejectedat’
lfvel of significance. F urthfzr, result of one way ANOVA for Intra-firm comparison reveals
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Appendix
Indian and Chinese Sample companies from Cement Industry
S. N% Indl’m Companics Chinese Companies _—
1 ACC 1.ud. Anhui Conch Cement Co. Ltd. - i
, 3 i/\mbu;.} C ummsrle 77:>A;i-a Cement (China) Holdings Corp. ﬂ
3 | BirlaC orporation Ltd. BBMG Corp. ]
4 | ‘ India C cments Capital Ltd. | China National Building Material (CNBM) Co. Ld
__i_LlI\\C umnj}td - China Resources Cement Holdings Ltd. -
JK Lakshmi Cement Ltd. | China Shanshui Cement Group Ltd.
KCP Ld. China Tianrui Group Cement Co. Ltd.
Shree Cement Ltd. China West Construction Group Co. Ltd.
The Ramco Cements Ltd. Huaxin Cement Co. Ltd.
Ultratech Cement Ltd. | Tangshan Jidong Cement Co. Ltd.
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