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ABSTRACT 

This paper gives you the information about balance sheet ratios of crest Pvt. Ltd. Financial evaluation these days is an critical tool for the important evaluation 

overall performance of a business. Enables the priority to research the financial data and provide information which is needed to take managerial decision 

about investment. The financial evaluation portraits the financial stability of enterprise and enables the agencies to enhance their financial resources and 

manage generator budget efficiently. This paper tops about liquidity ratios, profitability ratios, turnover ratios, capital employed ratios. This paper also talks 

about the company's financial strength and risk. 
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1.0 Introduction 

Basic financial statistics known as monetary record proportions provide tidbits of information on the financial health and performance of an 

organisation. These ratios examine the relationship between several components of the financial record of an organisation, which includes assets, 

liabilities, and value. Partners—financial supporters, lessees, and executives—can make well-informed decisions regarding the organization's 

stability, liquidity, and overall financial situation by examining these ratios. Financial record ratios are useful tools for evaluating an organization's 

performance in relation to competitors, industry standards, and verified data. 

A variety of variables are included in financial strength indicators, which assess a company's ability to manage its liabilities, weather economic 

downturns, and produce steady profits. We assess how well a business can use its available assets to pay its short-term obligations.  

Risk indicators draw attention to possible weaknesses and difficulties that a business might encounter. These signs could include a range of financial 

ratios that evaluate the company's capacity to pay off debt.  

1.1 Importance  

Strategic planning is essential for organisations to achieve long-term success by adapting to changing environments, capitalising on opportunities, 

and navigating challenges. Investor decision-making involves analysing financial performance, market trends, and risk factors to align choices with 

financial goals and risk tolerance. Similarly, assessing creditworthiness and borrowing capacity is vital for responsible lending and borrowing 

decisions, ensuring effective management of financial risks. 

1.2 Theoretical implication 

By looking at the accurate financial statements, analysts and investors can determine the company's financial stability using balance sheet ratios. 

When evaluating the performance and financial health of a company, balance sheet ratios are essential. These ratios offer important insights into 

the company's liquidity, solvency, efficiency, and overall financial health. They are derived from different aspects on the balance sheet. 

2.0 Research review 

1. Lee K. (2018): "Profitability Ratios: Beyond the Bottom Line" According to this study, profitability ratios are considerably more important 

than net income when evaluating a company's performance and financial health. These ratios assist stakeholders in making defensible 

decisions by offering insightful information on a variety of operational and efficiency-related topics. Three important profitability ratios—
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return on equity (ROE), return on assets (ROA), and return on investment (ROI)—go beyond merely calculating profit margins. While ROE 

gauges the return on equity for shareholders, ROI checks the effectiveness of capital deployment, and ROA evaluates the efficiency with 

which assets are used to produce earnings. Investors and managers can better understand a company's capacity to turn a profit relative to its 

investments and assets by examining these ratios, which can help with strategic planning and financial judgement. 

 

2. Miller P. (2016): "Comparing Short-Term and Long-Term Debt Ratios: Implications for Risk Management" In this study, evaluating a 

company's risk management practices and financial stability requires comparing the short- and long-term debt ratios. The ability of a business 

to satisfy its short-term obligations with current assets is the main emphasis of short-term debt ratios like the current ratio and the quick ratio. 

The company's liquidity and short-term financial health are revealed by these ratios. Conversely, long-term debt measures, like the interest 

coverage ratio and debt-to-equity ratio, assess the company's capacity to meet its long-term debt commitments and related interest expenses. 

Stakeholders can assess how a company balances its overall leverage situation and short-term liquidity by looking at both its long- and short-

term debt ratios. Potential issues with cash flow could be indicated by a high short-term debt ratio, whereas a high long-term debt ratio may 

indicate increased interest rate sensitivity and financial risk. A company's capacity to satisfy its short-term obligations and maintain a 

sustainable capital structure for long-term growth and stability depends on its ability to strike the correct balance between short- and long-

term debt. 

3. Martinez G. (2022): “Global Economic Uncertainty and Ratios: Navigating risk” In this investigation Businesses face several obstacles as a 

result of the uncertainties surrounding the global economy, which calls for a sophisticated approach to financial management that includes 

the use of ratios. Financial ratios become essential instruments for managing risk during these unpredictable times. Quick and current ratios 

are examples of liquidity ratios that are used to evaluate a company's capacity to meet short-term obligations in the face of economic instability. 

Debt ratios, such as the debt-to-equity ratio, reveal information about the leverage and exposure to financial risk of a business. Efficiency 

ratios, such as receivables and inventory turnover, can also be used by businesses to maximise resource use in unpredictable times. Businesses 

may reduce risks, make well-informed decisions, and strengthen their resistance to the volatility of the global economy by utilising these 

ratios in their financial analysis. 

4. Patel R (2019): "Solvency Ratios: Assessing Long-Term Financial Viability" Solvency ratios are essential for assessing a company's long-

term financial health in this study. These ratios, which include the interest coverage ratio and debt-to-equity ratio, shed light on how well a 

company can handle its long-term commitments. While a higher interest coverage ratio implies the ability to comfortably cover interest 

expenses, a lower debt-to-equity ratio indicates a lower level of financial risk. Stakeholders can evaluate a company's overall sustainability 

and ability to withstand economic downturns by analysing its solvency ratios. A company with a good solvency position is better equipped to 

withstand financial setbacks and carry on with business as usual, which instills trust in investors and promotes long-term growth. 

3.0 Research design 

3.1 Statement of problem 

1. Because current assets and liabilities are dynamic, managing working capital is a major challenge for any business.  Maintaining a 

balance between these components is essential to efficient working capital management and affects overall financial performance.  

2. The over-reliance of enterprises on external money is a basic problem. Although external capital is necessary, an over-reliance on it can 

result in financial difficulties in the road and even instability.  

3. It's crucial to consider how managerial choices affect the capital and earnings of the business: The financial trajectory of the organisation 

might be adversely affected by managerial decisions. Effective management and strategic planning require an understanding of how these 

choices affect the company's capital and profitability.  

4. Making sure the market is sustainable and aiming for Increasing profitability is a concern shared by all businesses: Maintaining a 

market presence improves the company's standing and encourages revenue expansion. This emphasises how important it is to keep the market 

stable and achieve long-term profitability. 

3.2 Research gap 

The main topic of each article I cited on balance sheet ratios is how they are used in financial analysis and decision-making. But there hasn't been 

much research done on how dynamic these ratios are and how they might be used in a variety of businesses and economic situations.  

A useful test for financial analysis is the ratio. Ratios are useful in financial analysis as a Benchmark for assessing a company's performance and 

financial status. A meaningful picture of a firm's financial status and performance cannot be obtained from the absolute financial data disclosed in 

the financial statements. As a result, when a financial statistic is compared to another figure, it might provide important context. For instance, a 5 

million net profit for a fiscal year sounds good and looks well, but it does not demonstrate the sound financial standing. 
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3.3 Objectives of study 

 Creating a numerical structure to evaluate financial stability by adding up and distributing certain balance sheet ratios. 

 

 Identifying the true financial standing of the business overall while taking into account several financial indicators. 

  

Examining how important financial performance metrics and balance sheet ratios relate to one another.  

 

3.4 SCOPE OF THE STUDY  

 The goal of this study is to compare and analyse balance sheet ratios over the previous five years by evaluating the financial statements and 

performance of Crest Suites Private Ltd. Studying the company's internal values and financial performance can be beneficial in this regard. 

 The study is carried out to provide a determined ratio for the organisation that may indicate a potential solution. 

 Creating a thorough quantitative framework to evaluate a company's financial health. 

 Picking particular balance sheet ratios according to their importance and relevance. 

 Examining the connection between important financial performance indicators and certain balance sheet ratios. 

 Conducting a comprehensive analysis to evaluate the company's overall financial health. 

 

3.5 Research methodology 

 Population – N/A (because project based on secondary data)  

 Sample design (sample size, sampling unit, sampling method) - NA (because project based on secondary data) 

 Method of data collection – Secondary data  

 Instrument for data collection – Audit reports: from my internship auditor he is personal auditor of crest suites Pvt. Ltd.  

 Data analysis techniques – balance sheet ratios: which helps every properly for my each and every statement of problem in my project, where 

it helps to analyse financial strength and risk and easy to analyze the ratio. 

3.6 Limitations of the study 

 The calibre of the financial data employed in the study has a significant impact on its accuracy and dependability. 

 Inaccurate or lacking data may result in conclusions that are not accurate. 

 Financial ratios highlight particular facets of the performance and financial status of an organisation.  

 It can be difficult to determine a direct correlation between risk or financial soundness and balance sheet ratios.  

 Misinterpretations may result from comparing ratios between businesses or industries with different accounting processes. 

4.0 Analysis and discussion 

4.1 Hypothesis:  

Null hypothesis (HO): There is no positive correlation between a company inventory turnover ratio and its operating margin. 

Alternative hypothesis (H1): There is a positive correlation between a company inventory turnover ratio and its operating margin. 

Independent Variable: Inventory Turnover Ratio 

Dependent Variable: Operating Margin 
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Interpretation: We are unable to reject the null hypothesis since the probabilities (p-values) are very high (beyond typical significance levels like 

0.05). This implies that the population mean and the sample inventory turnover ratio do not differ significantly, suggesting that the company's 

inventory management efficiency is not appreciably different from expectations. 

Operating margin 

 

 

Quantiles 
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Interpretation: Strong evidence opposing the null hypothesis is indicated by the exceptionally low p-values. Consequently, we determine that 

there is a substantial difference between the sample operating margin and the population mean and reject the null hypothesis. This shows that the 

operating margin of the company, which indicates its profitability and operating efficiency, deviates significantly from the reference number or 

from expectations. 

 

5.0 Conclusion and suggestions 

The evaluation of Crest Suites Private Ltd.'s financial statements for the previous five years shows notable variations in important balance sheet 

ratios, suggesting possible issues with cash flow, profitability, operational efficiency, and inventory control. The recommendations include 

optimising working capital management, carrying out a thorough cost structure analysis, optimising the supply chain, setting priorities for strategic 
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projects, investing in technology and automation, and creating a quantitative framework for evaluating financial strength in order to address these 

problems. The limitations of balance sheet ratios highlight the necessity of precise and comprehensive financial data, qualitative assessments, and 

consideration of industry-specific factors, market dynamics, and strategic goals when interpreting results and making decisions, even though these 

ratios provide useful insights into liquidity, profitability, efficiency, and solvency. 
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