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Abstract

Financial analysis is a logical way of inspecting the financial position of a company. It
helps to measure and realize the position of the company. It tries to cooperate the
creditors, investors, and managers to determine the profitability of the company, to
control costs, and to pay the interest and principal on its debt. Besides these, it gives the
opportunity to know the liquidity of the company. For measuring the financial health of
a business firm, there are lots of techniques available. But the Altman’s Z-score has
been proven to be a reliable tool across contexts. Bangladesh cement industry is a
unique one because, the industry is producing a higher amount of cement than the local
demand having no supply of local raw materials. The main objective of the study is to
assess the fundamental financial health of this industry using Z-score model. Here,
listed cement firms are considered in this study. The required information has been
collected from the annual reports of the selected companies and from other sources. The
study revealed that four firms, Aman Cement, Crown Cement, Cemex Cement and Shah
Cement are financially sound. The findings of the study can be useful for the managers
to take financial decision, the stockholders to choose investment options and others to
look after their interest in the concern cement manufacturers of the country.
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1.0. Introduction

Financial performance is a subjective measure of how well a firm can use assets from its
primary mode of business and generate revenues. This term is also used as a general measure of a
firm's overall financial health over a given period of time. It has become very éigniﬁcant and an
integral part to measure the financial performance of a firm in the context of emerging hyper
competition in the business sector. There are many different ways to measure financial performance.
A general belief is that a firm’s financial performance depends on certain key financial factors i.e.
turnover, profit and the variables which are found in the balance sheet of a firm, have a direct and
indirect relation with each other. By establishing a close relationship between the variables, a firm
can analyze its financial performance in terms of liquidity, profitability and viability. In order to

measure the performance, analyzing the ratios is one of the best tools. Financial ratios are calculated
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from historical data provided by the firms. Although ratios consist of past data, management can use
ratios for identifying the internal strengths and weaknesses. Ratios are also helpful for the investors
to compare companies within the same industry. Ratios are generally meaningless as individual
numbers, but they are meaningful when compared to historical data and industry averages. As far as
ratios are concerned, there are numbers of ratios existing to evaluate the financial performance of a
firm. These ratios can be classified into several categories such as liquidity ratios, profitability ratios,
solvency ratios etc. Liquidity ratios measure financial performance trough assessing the ability of a
company to meet its short-term debt obligations whereas profitability ratios do the same job through
evaluating company’s ability to generate earnings relative to sales, assets and equity. Another
effective indication of corporate perfonhance in predicting financial solvency of a firm is Altman’s
Z-score. This model devotes to predict possibilities of bankruptcy of manufacturing concerns. There
is evidence that it has 76.9% accuracy in predicting the bankruptcy of the underlying sample (Begley
et al., 1996). In the study, he also finds that the model performs better in USA during the 1980s than
the 1990s. Altman (1968) defines five predicted factors that can be used to test the validity of
Multivariate model. The model is based on financial ratios. Using financial ratios to predict
bankruptcy can be accurate up to 90% (Chen et al., 1981). Bangladesh cement industry is a unique
one. Because, the industry is producing a higher amount of cement than the local demand.
Furthermore, there is very acute, and unhygienic competition exists in the industry. On the other
hand, the firms are producing almost same quality cement. So, complete dependency on the imported
raw materials and unhealthy competition make the companies worse in terms of financial
sustainability. So, it is a matter of great regret to assess the financial health of the firms in the
industry and predict the bankruptcy possibility. In this context, the study is a very important one to
provide the right information to the stakeholders about the financial health of the companies under
the selected cement industry of Bangladesh. With this view, the objectives of the study are one, to
assess the fundamental financial health of the cement industry of Bangladesh; on the basis of Z-
score. The first segment of the article includes introduction and purpose of the study. The next
section presents methodology of the study and review of relevant prior literatures is presented in part

three. Section four portrays results and findings followed by conclusion in section five.

2.0. Purpose of the Study
The purpose of the study is outlined below:

* Mainly to measure the financial health of the company using Altman’s Z-score test.

Sonargaon University Journal Vol. 1, No. 1 2











































































