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EXECUTIVE SUMMARY 

The financial performance of Eicher Motors Limited is thoroughly studied in this research 

covering the period from March 2019 to March 2023. The study uses a number of financial 

measures and variables to evaluate the operational effectiveness, liquidity, solvency, and 

profitability of the organization. 

Eicher Motors demonstrated resilience in maintaining solid gross profit margins, consistently 

above 40%, indicating efficient production and cost control. However, the company faced 

challenges in its Operating-Profit margins, which showed fluctuations before recovering to 

25% in 2023. This recovery suggests improved operational efficiency and effective cost 

management strategies. Net-Profit margins, while experiencing a decline in the initial years, 

showed signs of improvement towards the end of the study period, reaching 17.86% in 2023. 

The company's return on assets (ROA) and return on equity (ROE) followed similar patterns, 

with significant declines from 2019 to 2021, followed by notable recoveries in subsequent 

years. By 2023, ROA improved to 15.55% and ROE to 20.33%, indicating enhanced asset 

utilization and value generation for shareholders. 

At the conclusion of the research period, there were worrying tendencies in Eicher Motors' 

liquidity situation as shown by the current and quick ratios. Risks to liquidity and the need for 

vigilant management of working capital were heightened in 2023 when the current ratio fell 

precipitously to 1.15 and the quick ratio fell below 1 to 0.80. In terms of solvency, Eicher 

Motors maintained an exceptionally low debt-to-equity ratio throughout the study period, 

reflecting a conservative financing approach with minimal reliance on debt. With this 

strategy, the business takes far less financial risk. In 2023, the interest coverage ratio reached 

269.89, indicating that the corporation could still meet its interest commitments. 

Efficiency ratios showed mixed outcomes. Despite maintaining a constant inventory turnover 

ratio, which indicates successful inventory management, the Accounts-Receivable turnover 

ratio substantially decreased, suggesting that the time spent collecting was extensive. Since 

the asset turnover ratio has decreased over time, it is possible that there are inefficiencies in 

the process of earning income from assets. 

Despite facing profitability and liquidity challenges, Eicher Motors demonstrated strong 

solvency and efficient inventory management. The company's conservative approach to 

financing, coupled with its focus on improving operational efficiency, positions it well for 



future growth. However, the declining liquidity ratios in recent years warrant careful 

monitoring and potential strategic adjustments. Eicher Motors Limited has shown resilience 

in a dynamic market environment, maintaining profitability and financial stability. The 

company's prudent financial management and strategic focus on core operations have 

contributed to its overall positive performance. In order to maintain its growth trajectory and 

competitive advantage in the automotive sector, Eicher Motors should prioritize boosting 

asset utilization, optimizing working capital management, and strengthening its liquidity 

position going forward. 

 


