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A DEVELOPMENT OF INDUSTRY  

RATIOS FOR INTERPRETATION OF FINANCIAL  

STATEMENTS IN COLOMBO STOCK EXCHANGE IN SRI 

LANKA: SECTOR ANALYSIS 

01 W.M.S.L.P Wijethunga (0717554048) 10475 70508 

02 R.K.G.R.K Wijenayake 10492 70488 

03 M.W.D.A Piyasena 10609 70197 
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05 P.D.D.J.Ranaweera 10871 70257 

06 E.G.D.M Jayesinghe 10941 69877 

07 A.M.N.M. Aththanayaka  11072 69622 

08 C.M Hettiarachchi  11124 69833 

09 T.G.P.S  Dissanayaka  11279 69735 

10 D.M.S. Kumara  11295 69963 
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ABSTRACT 

The main objective of this research is to a development of industry ratios for 

interpretation of financial statements in Colombo Stock Exchange (CSE) in Sri Lanka. 

In the present context, Sri Lankan companies are not using industry ratios for their 

decision making process when comparing to the world’s organizations. Therefore this 

research focuses on a developing the industry ratio in CSE listed companies in Sri 

Lanka from 2011-2015. 

Financial statements are formal report of the financial activities of a business, person 

or other entity and provide an overview of business or person’s financial condition in 

both short and long term. They give an accurate picture of company’s condition and 

operating result in a condensed from financial statements are used as a management 

tool primarily by company executive and investor’s in assessing the overall position 

and operating results of the company.  

Analysis and interpretation of financial statements help in determining the liquidity 

position, long term solvency, financial viability and profitability of a firm. Ratio 

analysis shows whether the company is improving or deteriorating in past years. 

Moreover comparison of different aspects of all the firms can be done effectively with 

this. It helps the client’s to decide in which firm the risk or less in which one they 

should invest so that maximum benefit can be earned. All over the research we hope 

to calculate industry ratios based on their sectors (sector analysis) which are listed in 

CSE in Sri Lanka. We collect data from annual reports from year 2011 to 2015.  

Key words: Financial statement analysis, Industry analysis, Ratio comparison, 

Gearing ratio, Efficiency ratio and Colombo Stock Exchange 
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1. CHAPTER ONE-INTRODUCTION  

1.1. Background of the study 

The main objective of this research is to a development of industry ratios for 

interpretation of financial statements in Colombo Stock Exchange (CSE) in Sri Lanka. 

To achieve our main objective we use ratio analysis of CSE listed companies 

according to their sector wise. 

Ratio analysis isn't just comparing different numbers from the balance sheet, income 

statement and cash flow statement. It's comparing the number against previous years, 

other companies, the industry or even the economy in general. Ratios look at the 

relationships between individual values and relate them to how a company has 

performed in the past, and how it might perform in the future. 

For example, current assets alone don't tell us a whole lot, but when we divide them 

by current liabilities we are able to determine whether the company has enough 

money to cover short-term debts. 

A ratio analysis is a quantitative analysis of information contained in a company’s 

financial statements. Ratio analysis is based on financial statements .Ratios can 

calculate as the ratios of one item or a combination of items to another item. Ratio 

analysis is used to evaluate various characteristics of a company’s operating and 

financial performance such as its efficiency, liquidity, profitability and solvency.  

Financial ratios are benchmark or comparison tools to help a business   its own 

financial health and performance. Ratios are also compared with different companies 

in the same sector to see how they stack up, and to get an idea of comparative 

valuations. Ratio analysis is a basis of fundamental analysis. 

http://www.investopedia.com/terms/f/financial-statements.asp
http://www.investopedia.com/terms/f/financialperformance.asp
http://www.investopedia.com/terms/l/liquidity.asp
http://www.investopedia.com/terms/s/solvency.asp
http://www.investopedia.com/terms/v/valuation.asp
http://www.investopedia.com/terms/f/fundamentalanalysis.asp
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Most of the companies are familiar with a few key ratios, particularly the ones that are 

relatively easy to calculate. And also they are doing comparison only with the 

competitive companies. In organization of other countries are develop than the Sri 

Lanka organizations. They use industry average ratio for their comparison. 

As example; Interconnection Consulting has been in the business of analyzing for 

over 15 years and through more than 100 building sectors worldwide. IC is the 

specialist in the evaluation of current market situations and forecasts in the 

construction sector. They give solution for economic base information, relevant 

market drivers, industry-specific market data as well as company specific data 

concerning market shares and company profiles. All reports are based on their own 

field research, own consistent calculation and forecasting models. They compare data 

with industries and countries resulting in valuable information. 

In the present context, Sri Lankan companies are not using industry ratio for their 

decision making process when comparing to the world’s organizations. Therefore this 

research forces on a developing the industry ratio in CSE listed companies in Sri 

Lanka. 

Ratio analysis widely used as a powerful tool of financial statement analysis. It 

establishes a numerical or quantitative relationship between two figures of a financial 

statement to ascertain strengths and weaknesses of a firm as well as its current 

financial position and historical performances. It helps various interested parties to 

make an evaluation of certain aspects of a firm’s performance. 

http://www.investopedia.com/terms/k/key-ratio.asp
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1.2. Colombo Stock Exchange (CSE) 

The Colombo Stock Exchange (CSE) is the organization responsible for the operation 

of the stock market in Sri Lanka. The CSE is a company limited by guarantee 

established under the Companies Act No. 17 of 1982 and licensed by the Securities 

and Exchange Commission of Sri Lanka (SEC) to operate as a stock exchange in Sri 

Lanka. 

1.3. History of Colombo Stock Exchange 

Share trading in Sri Lanka Commenced in the 19th century. When British Planters 

were needed funds to setup Tea Plantations in Sri Lanka. The Colombo Share Brokers 

Association commenced trading of shares in limited liability companies in 1896.A 

landmark event in the history of share trading in Sri Lanka was formation of 

“Colombo Securities Exchange (GTE) Ltd 1985, which took over operation of the 

stock market from the Colombo Share Brokers Association. It was renamed 

“Colombo Stock Exchange” (CSE) in 1990. 

CSE is the main stock exchange in Sri Lanka. It is one of the exchanges in South 

Asia, providing a fully automated trading platform. To our study we use companies 

which were listed under 20 sectors in CSE. 

I. Bank, Finance and Insurance 

The financial system in Sri Lanka comprises the major financial institutions, namely 

the Central Bank of Sri Lanka, licensed commercial banks (LCBs), licensed 

specialized banks (LSBs), registered finance companies (RFCs), specialized leasing 

companies (SLCs), primary dealers (PDs), pension and provident funds, insurance 

companies, rural banks, merchant banks, unit trusts and thrift and credit co-operative 

societies, the major financial markets, such as the foreign exchange market, money 
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market, capital market and the informal financial market ; and the financial 

infrastructure which is the legal framework related to the financial system and the 

payment and settlement. 

II. Beverage, food and Tobacco 

Food and beverage sub sector of Sri Lanka plays an important role in terms of its 

substantial contribution towards the growth in Gross Domestic Product (GDP) of the 

country. The output of the food, beverages and tobacco category is growing by day 

today. 

III. Chemicals and Pharmaceuticals 

Medicinal chemistry and pharmaceutical chemistry are disciplines at the intersection 

of chemistry, especially synthetic organic chemistry, and pharmacology and various 

other biological specialties, where they are involved with design, chemical 

synthesis and development for market of pharmaceutical agents, or bio-active 

molecules. 

IV. Construction and Engineering. 

In Sri Lanka the construction sector account for the majority of the total investment as 

country in marching toward a rapid economic expansion after the end of 30 year war. 

V. Diversified Holdings 

A company with that owns a controlling interest in multiple companies can be 

classified as diversified holdings. 

VI. Footwear and textile 

Footwear refers to garments worn on the feet, which originally serves to purpose 

of protection against adversities of the environment, usually regarding ground textures 
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and temperature. A textile or cloth is a flexible material consisting of a network of 

natural or artificial fibers (yarn or thread). 

VII. Health care 

Comprises of providers of diagnostic, preventive, remedial, and therapeutic services 

such as doctors, nurses, hospitals and other private, public, and voluntary 

organizations. It also includes medical equipment and pharmaceutical manufacturers 

and health insurance firms. 

VIII. Hotels and Travels 

The primary purpose of hotels is to provide travelers with shelter, food, refreshment, 

and similar services and goods, offering on a commercial basis things that are 

customarily furnished within households but unavailable to people on a journey away 

from home. Historically hotels have also taken on many other functions, serving as 

business exchanges, centers of sociability, places of public assembly and deliberation, 

decorative showcases, political headquarters, vacation spots, and permanent 

residences.  

IX. Information Technology 

Information technology (IT) is the application of computers and internet to store, 

retrieve, transmit, and manipulate data, or information, often in the context of a 

business or other enterprise. 

X. Investment trusts 

A unit investment trust (UIT) is an investment company that offers a fixed portfolio, 

generally of stocks and bonds, as redeemable units to investors for a specific period of 

time. .Unit investment trusts, along with mutual funds and closed-end funds, 

are defined as investment companies. 
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XI. Land and property 

The term commercial property (also called commercial real estate, investment or 

income property) refers to buildings or land intended to generate a profit, either from 

capital gain or rental income. 

 

XII. Manufacturing 

Trading and manufacturing companies based on the fabrication, processing or 

preparation of products by using raw materials and commodities. This includes all 

foods, chemicals, textiles, machines, and equipment. 

 

XIII. Motors 

The automotive industry is a wide range of companies and organizations involved in 

the design, development, manufacturing, marketing, and selling of motor vehicles, 

some of them are called automakers. It is one of the world's most important economic 

sectors by revenue. 

 

XIV. Plantations 

Definition of plantation crop: It is defined as large scale production of tropical crop by 

uniform system of cultivation under cultural management. Major crops are grown as: 

Tea, coffee, coconut, rubber, cocoa, cashew nut. 

XV. Power and Energy 

The energy industry is the totality of all of the industries involved in the production 

and sale of energy, including fuel extraction, manufacturing, refining and distribution. 

The electrical power industry is including electricity generation, 

electric power distribution and sales. 
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XVI. Services 

Service industry companies are involved in retail, transport, distribution, food 

services, as well as other service-dominated businesses. Also service sector called, 

tertiary sector of industry. See also primary industry, secondary industry. 

XVII. Telecommunication 

Telecommunication is the transmission of signs, signals, messages, writings, images 

and sounds or intelligence of any nature by wire, radio, optical or other 

electromagnetic systems. Telecommunication occurs when the exchange of 

information between communication participants includes the use of technology. 

XVIII. Trading 

Trading companies are businesses working with different kinds of products which are 

sold for consumer, business or government purposes. Trading companies buy a 

specialized range of products, maintain a stock or a shop, and deliver products to 

customers. 

XIX. Oil palms 

XX. Stores suppliers 
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1.4. Problem statement 

 

We select CSE listed companies of Sri Lanka under 20 categories (Stated above) 

which has been audited financial statements at least last five years (2015-2011). 

To conduct our research we identified that our research problem as “A development 

of financial ratios for interpretation of financial statements in Colombo Stock 

Exchange: Sector Analysis”. 

In the present context, there is no generally accepted industry ratio for interpretation 

of financial statement in Colombo Stock Exchange. Therefore we select above 

research problem as our research topic in Year IV, Semester II undergraduates of 

University of Sri Jayewardenepura. 

1.5. Research objectives 

 

2. To calculate relevant ratios and interpretation of financial statements. 

 To find out annual reports of selected companies from year 2011 to 2015. 

We found annual reports of CSE listed companies from 2011-2015, which has at least 

annual reports of last five years. Then we categorized them according to their sectors 

such as Bank, Finance and Insurance, Beverage, food and tobacco, Chemicals and 

Pharmaceuticals and Construction and Engineering etc.  

 To calculate relevant ratios and interpretation of financial statements. 

After finding annual reports of companies we calculate financial ratios such as Return 

on Equity (ROE), Return on Assets (ROA), Assets Utilization and Equity Multiplier. 

After calculating individual companies’ ratio then we calculate company average ratio 

for last five years.  
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Example : - 01 

Industry : Bank, Finance and Insurance 

Ratio Name : Return on Equity (ROE) 

Company Name 2015 2014 2013 2012 2011 Average 

Hatton National Bank 16.06% 14.79% 13.62% 16.58% 15.02% 15.21% 

Commercial Bank 16.92% 15.86% 17.14% 19.21% 18.20% 17.46% 

Sanasa Development Bank 13.60% 10.74% 7.34% 10.42% 11.30% 10.68% 

 

3.To develop industry ratios for the sectors which identified by CSE. 

 

 After calculating companies’ average ratio for the period of last five years, 

then we calculate industry ratio for each industry which are listed in Colombo Stock 

Exchange. 

Example: - 02 

Industry : Bank, Finance and Insurance 

Ratio Name : Industry Return on Equity (ROE) 

Calculation : Sum of Average Companies’ ROE 

                                  Number of Companies 

   : 43.36% 

3  

   : 14.55% 

1.6. Research questions 

This research is aim to answering following questions. 

1. How industry ratios are calculated for the purpose of decision making. 

2. Which industries are the gaining industries in present context in Sri Lanka? 

3. What are the most beneficial industries to invest in near future as a rational 

investor? 
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1.7. Significance of the study 

Ratios can be used as a tool for financial statement analysis. Ratio analysis is playing 

a big role in the present practical world because; there are many advantages of ratio 

analysis. Industry average ratio of an industry can be taken as a benchmark of the 

industry to evaluate the performance of the company. Some advantages of ratio 

analysis are listed as follows. 

 

 Forecasting and planning 

The trend is cost, sales profit and other facts can be known by computing ratio of 

relevant accounting figure of last few years. This trend analysis with the help of ratio 

s may be useful for forecasting and planning future business activities. 

 Budgeting 

Budget is an estimate of future activities on the basis of past experience. Accounting 

ratios helps to estimate budgeted figures. For example sales budget may be prepared 

with the help of analysis of past sales. 

 Measurement of operating efficiency 

Ratio analysis indicates the degree of efficiency in the management and utilization of 

its assets. Different activity ratios indicate the operational efficiency. In facts, 

solvency of a firm’s depends upon the sales revenue generated by utilizing its assets. 

 Communication 

Ratios are effective means of communication and play a vital role in informing the 

position of and progress made by the business concern to the owners or other parties. 

 Control of performance and cost 

Ratios may also be used for control of performances of the different divisions or 

departments of an undertaking as well as control of cost. 
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 Inter- firm comparison 

Comparison of performance of two or more firms reveals efficient and inefficient 

firms; there by enabling the inefficient firms to adopt suitable measures for improving 

their efficiency. The best way of inter- firm comparison is to compare the relevant 

ratios of the organization with the average ratios of the industry. 

 

 Indication of liquidity position 

Ratio analysis helps to assess the liquidity position. Liquidity ratios indicate the 

ability of the firm to pay and help and credit analysis by banks, creditors and other 

suppliers of short term loans. 

 Indication of long term solvency position 

Ratio analysis is also used to assess the long term debts- paying capacity of a firm. 

Long term solvency position of a borrower is a prime concern to the long-term 

creditors, security analyzed and the present and potential owners of a business. It is 

measured by the leverage/ capital structure and profitability ratios which indicate the 

earning power and operating efficiency. Ratio analysis shows the strengths and 

weaknesses of a firm in this respect. 

 Indication of overall profitability 

The management is always concern with the overall profitability of the firm. They 

want to know whether the firm has the ability meet its short- term as well as long-term 

obligations to its creditors, to ensure a reasonable return to its owners and secure 

optimum utilization of the assets of the firm. This is possible if all the ratios are 

considered together. 
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 Signal of corporate sickness 

A company is sick when it fails to generate profit on a continuous basis and suffers a 

severe liquidity crisis. Proper ratio analysis can give signal of corporate sickness in 

advance so that timely measures can be taken to prevent the occurrence of such 

sickness. 

 

1.8. Limitation of the study 

When, we planning and conducting our research we had to face following problems. 

 Could not find at least latest five annual reports of some listed companies. 

 Limitation of time. Because we had to analyze more than 200 companies and 

1000 annual report. 
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2. CHAPTER TWO-LITERATURE REVIEW 

 

Review of Literature refers to the collection of the results of the various researches 

relating to the present study. It takes into consideration the research of the previous 

researchers which are related to the present research in any way. Here are the reviews 

of the previous researches   the present study: 

 

The study on Ratio Variables on which he found three different uses of ratio variables 

in aggregate data analysis: (Bollen,1999) (1) as measures of theoretical concepts, (2) 

as a means to control an extraneous factor, and (3) as a correction for 

heteroscedasticity. In the use of ratios as indices of concepts, a problem can arise if it 

is regressed on other indices or variables that contain a common component. For 

example, the relationship between two per capita measures may be confounded with 

the common population component in each variable. Regarding the second use of 

ratios, only under exceptional conditions will ratio variables be a suitable means 

of controlling an extraneous factor. Finally, the use of ratios to correct for 

heteroscedasticity is also often misused. Only under special conditions will the 

common form forgers soon with ratio variables correct for heteroscedasticity. 

Alternatives to ratios for each of these cases are discussed and evaluated. 

 

The study on Financial Intermediation on which he observed that the quantitative   

behavior of business-cycle models in which the intermediation process acts either as a 

source of fluctuations or as a propagator of real shocks (Coopera,2000). In neither 

case do we find   convincing evidence that the intermediation process is an important 

element of aggregate fluctuations. For an economy driven by intermediation shocks, 

consumption is not smoother than output, investment is negatively correlated with 
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output, variations in the capital stock are quite large, and interest rates are procyclical. 

The model economy thus fails to match unconditional moments for the U.S. economy. 

We also structurally estimate parameters of a model economy in which intermediation 

and productivity shocks are present, allowing for the intermediation process 

to propagate the real shock. The unconditional correlations are closer to those 

observed only when the intermediation shock is relatively unimportant. 

A recurring research question has been whether financial ratios predict firm 

performance. Wang and Lee (2010) used financial ratio categories (leverage, 

solvency, turnover, and profitability) to create a matrix that provide an estimate of the 

strength of a firm within the shipping industry in Taiwan. Recently, in a similar study 

of the U.S. agricultural industry, Katchova and Enlow (2013) used the DuPont ratios 

to compare return on equity components of agribusiness firms, finding that asset 

turnover was the most predictive ratio, leading to a stronger financial performance. In 

general, financial ratios have been used as inputs to forecast a number of business 

related situations such as financial distress, credit ratings, risk, future cash flows, 

among others (Beaver, 1966 and Call, 2008). 

A popular research area has been investigating the statistical relationship between 

financial ratios and stock returns since ratios are perceived as useful in forecasting 

future rates of returns (Barnes, 1987). Literature on stock predictability has evolved 

over the past few decades. Initial evidence that market returns are predictable was 

questioned by later studies that found such predictions did not hold in subsamples. 

Nonetheless, once methodological corrections have been made, some financial ratios, 

particularly dividend yield, earnings per share, and book to market value of equity 

have been found to consistently forecast market returns for long periods (Lewellen, 

http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0020
http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0070
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2004).1 A challenge on those studies is the selection of financial ratios to test since 

ratios tend to contain overlapping information. 

A group of researchers has relied on statistical techniques to tease the relevant 

information out. Delen, Kuzey, & Uyar (2013) first used factor analysis to identify 

underlying dimensions of the ratios, followed by predictive modeling methods to 

determine relationships between firm performance and financial ratios. The authors 

found that the earnings before tax to equity ratio and net profit margin were the two 

most important variables in predicting future performance. Chen and Shimerda (1981) 

employed principal component analysis to 34 financial ratios that were useful in 

various studies on prediction of bankruptcy and found that all ratios were highly 

correlated to seven major factors. That is, many ratios revealed the same information. 

Such findings indicate that there is an opportunity to reduce the number of ratios 

employed to a much more limited but still representative set. 

As an empirical alternative to factor analysis, researchers have surveyed security 

analysts about their opinion of the usefulness of financial ratios. Matsumoto, 

Shivaswamy, & Hoban (1995) surveyed security analysts, asking them to assume that 

they were analyzing a NYSE-listed firm. Analysts were asked to rate, in a 1–5 Likert-

type scale, the usefulness of 63 financial ratios organized into 13 groups. The authors 

reported that the most important ratios were growth rates such as earnings per share 

(EPS) growth and sales growth, followed by valuation ratios (Price to Earnings and 

Market to Book), profitability ratios, and leverage ratios. Inventory turnover, 

receivables turnover, cash flow ratios and dividend ratios were moderately important 

with capital turnover and cash position ratios the least important. Gibson (1987) 

conducted a survey among Certified Financial Analysts charter-holders and found that 

http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0070
http://www.sciencedirect.com/science/article/pii/S018610421500008X#fn0005
http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0080
http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0080
http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0050
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analysts assigned the highest significance ratings to profitability ratios followed by 

the Price to Earnings ratio. Debt ratios, liquidity ratios and the rest of “other ratios” 

are lower in importance. 

In this study, we test the relationship between sets of selected financial ratios and 

stock returns of firms in the Mexican Stock Exchange index. To select financial 

ratios, a sample of recommendation reports by equity analysts is studied. Unlike 

previous studies, our set of financial ratios is comprehensive as it includes all 

categories of ratios used in practice by a group of sophisticated financial users. Two 

sets of results are provided: (1) most preferred financial ratios by equity analysts in 

Mexico, and (2) econometric tests on the relation of financial ratios and future stock 

returns. 

Our results on the most preferred financial ratios are, in general, consistent with 

Matsumoto et al. (1995) and Gibson (1987) as we find that valuation, profitability, 

and leverage ratios are the most used categories by research analysts following 

equities listed on the Mexican stock exchange. However, our findings differ about the 

relative importance of types of ratios. Furthermore, unlike previous research, we 

document that cash flow related ratios such as free cash flow yield and dividend yield, 

are of relatively high importance to financial analysts. In addition, our selection of 

preferred ratios based on analysts’ reports and recommendations have predictive 

power in terms of future t + 4 (i.e., 1-year ahead) stock returns, with signs of 

estimators according to financial theory. 

 

http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0080
http://www.sciencedirect.com/science/article/pii/S018610421500008X#bib0050
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3. CHAPTER THREE-RESEARCH METHODOLOGY 

3.1. Purpose of the study 

The purpose of this study is to a development of industry ratios for interpretation of 

financial statements in Colombo Stock Exchange (CSE) in Sri Lanka.  

3.2. Research approach 

Mainly there are three types of research approaches manly, quantitative approach, 

qualitative approach and mixed approach. Quantitative research approach is used to 

quantify the problem by way of generating numerical data or data that can be 

transformed into useable statistics. It is used to quantify attitudes, opinions, behaviors, 

and other defined variables and generalize results from a larger sample population. 

Quantitative research uses measurable data to formulate facts and uncover patterns in 

research. Quantitative data collection methods are much more structured than 

qualitative data collection methods. Quantitative data collection methods include 

various forms of surveys (Example: online surveys, paper surveys, mobile surveys 

and kiosk surveys), face-to-face interviews, telephone interviews, longitudinal studies, 

website interceptors, online polls, and systematic observations. 

Qualitative research approach is primarily exploratory research.  It is used to gain an 

understanding of underlying reasons, opinions, and motivations. It provides insights 

into the problem or helps to develop ideas or hypotheses for potential quantitative 

research. Qualitative Research is also used to uncover trends in thought and opinions, 

and dive deeper into the problem. Qualitative data collection methods vary using 

unstructured or semi-structured techniques. Some common methods include focus 

groups (group discussions), individual interviews, and participation/observations. The 

sample size is typically small, and respondents are selected to fulfill a given quota. 
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Mixed approach is a combination of both quantitative approach and qualitative 

approach. In order to conduct our research successfully, we hope to use quantitative 

research approach.  

 

3.3. The target population 

The target population refers to the overall sum of cases from which a sample is chosen. 

The population of this study comprised listed companies in CSE in Sri Lanka under the 

20 sectors. 

 

3.4. Sample size and selection of sample 

The population of the research study represented all the companies listed in the CSE. 

The sample selected comprised the companies categorized under the 20 sectors in the 

CSE. The sample size is comprised with more than 100 companies which are listed in 

CSE in Sri Lanka. 

3.5.  Sources of data 

Look at only the secondary data which can be taken from annual reports. Because of, 

accurate level of them is very high than primary data sources. Other than Related 

Books, Research Articles, and related web sites will be used. 

3.6. Data collection 

The data collection was based on the secondary data (documentary reviews) of 

Annual Reports which ultimately best suited for the quantitative approach of 

methodology. Because of, accurate level of them is very high than primary data 

sources. The data was collected from the annual reports which were downloaded from 

the CSE website and thereafter was entered into excel work sheets. 
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3.7. Data analysis 

With regards of the use of secondary data SPSS 16.00 version and MS office Excel 

2010 was used as the main analysis tool of the results. Also we used Bar charts and 

pie charts, line graphs and multiple bar charts, descriptive techniques such as 

frequencies, percentages, and tabulation. 
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4. CHAPTER FOUR-DATA ANALYSIS AND 

PRESENTATION 

In accordance with our research approach and sample we analyze research data according 

to two main types. 

- Company data analysis 

- Industry data analysis 

4.1. Company data analysis 

For the purpose of industry data analysis, firstly we analyze company data by using 

MS Excel 2010. Companies which are listed in CSE were used to analysis and 

basically we used ratios for analysis financial statements of listed companies. ROA, 

ROE, Asset utilization, Income tax ratio, Equity multiplier are some examples for 

ratios. All the selected ratios were calculated for the five year period (2011-2015) and 

for the analysis purpose we used only latest year ratios (2015) under 20 sectors of 

CSE.  

4.1.1. Bank, Finance and Insurance 

The financial system in Sri Lanka comprises the major financial institutions, namely 

the Central Bank of Sri Lanka, licensed commercial banks (LCBs), licensed 

specialized banks (LSBs), registered finance companies (RFCs), specialized leasing 

companies (SLCs), primary dealers (PDs), pension and provident funds, insurance 

companies, rural banks, merchant banks, unit trusts and thrift and credit co-operative 

societies, the major financial markets, such as the foreign exchange market, money 

market, capital market and the informal financial market ; and the financial 

infrastructure which is the legal framework related to the financial system and the 

payment and settlement. 



 

21 
 

There are about 80 listed Bank, Finance and Insurance companies in CSE in Sri 

Lanka and we used 06 commercial banks and 03 finance companies for the study. 

Table 1 shows the details of the analysis. 
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1.Commercial Banks                        

    Hatton National Bank 

PLC 
1.44% 5 16.06% 3 8.43% 2 7.26% 3 1.18% 2 5.84% 5 3.62% 6 2.22% 4 0.13% 5 0.63% 3 11.15 6 44 

    Commercial Bank of 

Ceylon PLC 
1.35% 4 16.92% 4 8.85% 3 7.51% 4 1.35% 3 6.13% 4 4.06% 4 2.07% 5 0.45% 1 0.60% 4 12.51 3 39 

    Sampath Bank PLC 1.17% 2 17.46% 5 8.95% 4 7.22% 2 1.73% 5 4.01% 6 3.91% 5 2.77% 3 0.18% 3 0.56% 5 14.95 1 41 

    Seylan Bank PLC 1.72% 6 20.30% 6 10.07% 5 8.15% 5 1.92% 6 7.11% 2 4.16% 3 2.95% 2 0.16% 4 0.66% 1 11.83 4 44 

    National 

Development Bank PLC 
1.14% 1 15.47% 2 8.36% 1 6.85% 1 1.52% 4 6.37% 3 4.41% 2 1.96% 6 0.23% 2 0.33% 6 13.62 2 30 

    Sanasa Development 

Bank PLC 
1.20% 3 13.60% 1 11.41% 6 10.96% 6 0.45% 1 9.04% 1 5.38% 1 3.66% 1 0.08% 6 0.65% 2 11.38 5 33 

                        

2.Finance Companies                        

        Commercial Credit 

and Finance PLC 
3.92% 1 27.65% 2 23.71% 2 22.25% 2 1.46% 2 15.48% 2 8.57% 1 6.91% 3 3.98% 1 0.87% 3 9.09 2 21 

        Bimputh Finance 

PLC 
8.02% 3 36.09% 3 27.88% 3 24.10% 3 3.78% 3 17.48% 1 8.04% 2 7.49% 2 0.73% 2 2.62% 1 6.69 3 26 

        BRAC Lanka 

Finance PLC 
2.74% 2 16.77% 1 19.74% 1 19.60% 1 0.14% 1 15.38% 3 6.11% 3 9.26% 1 0.68% 3 1.15% 2 10.52 1 19 

 

Table 1 : Bank, Finance and Insurance 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 6 (3) is the maximum value and score 1 (1) is minimum value)
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*Description of each denotation is given in followings. 

Denotation      Description 

- ROA     Return On Assets 

- ROE     Return On Equity 

- AU     Assets Utilization 

- II     Interest Income Ratio 

- NII     Non-Interest Income Ratio 

- ER     Expense Ratio 

- IER     Interest Expense Ratio 

- NIER     Non-Interest Expense Ratio 

- PLL     Provision for Loan Losses Ratio 

- TR     Tax Ratio 

- EM     Equity Multiplier 

 

4.1.1.1. Return on asset 

 

  

Figure 1: ROA-Bank, finance and insurance 

Source: Author extracted data 
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In commercial bank sector, Hatton National Bank PLC (1.44%), Commercial Bank of 

Ceylon PLC (1.35%) and Seylan Bank PLC (1.72%) has recorded more than industry 

ROA (1.33%) in year 2015 and also Sampath Bank PLC (1.17%), National 

Development Bank PLC (1.17%) and Sanasa Development Bank PLC (1.20%) has 

unable to meet industry average ROA in year 2015. Also under finance companies, 

Bimputh Finance PLC (8.02%) has recorded more than industry ROA (4.89%) and 

Commercial Credit and Finance PLC (3.92%) and BRAC Lanka Finance PLC 

(2.74%) were unable to meet average company ROA in year 2015. 

4.1.1.2. Return on equity 

 

  

Figure 2: ROE- Bank, finance and insurance 

Source: Author extracted data 

In commercial bank sector, Sampath Bank PLC (17.46%), Commercial Bank of 

Ceylon PLC (16.92) and Seylan Bank PLC (20.30%) has recorded more than industry 

ROE (16.64%) in year 2015 and also Hatton National Bank PLC (16.06%), National 

Development Bank PLC (15.47%) and Sanasa Development Bank PLC (13.60%) has 

unable to meet industry average ROE in year 2015. Also under finance companies, 

Bimputh Finance PLC (36.09%) and Commercial Credit and Finance PLC (27.65%) 

have recorded more than industry ROE (26.83%) and BRAC Lanka Finance PLC 

(16.77%) were unable to meet average company ROE in year 2015. 
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4.1.1.3. Asset utilization 

 

  

Figure 3: AU- Bank, finance and insurance 

Source: Author extracted data 

In commercial bank sector, Sanasa Development Bank PLC (11.41%), and Seylan 

Bank PLC (10.07%) has recorded more than industry asset utilization (9.35%) in year 

2015 and also Hatton National Bank PLC (8.43%), Commercial Bank of Ceylon PLC 

(8.85%), Sampath Bank PLC (8.95%) and National Development Bank PLC (8.36%) 

has unable to meet industry average asset utilization in year 2015. Also under finance 

companies, Bimputh Finance PLC (27.88%) has recorded more than industry Asset 

utilization (23.78%) and BRAC Lanka Finance PLC (16.77%) and Commercial 

Credit and Finance PLC (23.71%) were unable to meet average company asset 

utilization in year 2015. 

4.1.1.4. Tax ratio 

  
Figure 4: TR-Bank, finance and insurance 

Source: Author extracted data 
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In commercial bank sector, Sampath Bank PLC (0.56%), and National Development 

Bank PLC (0.33%) has recorded less than industry tax ratio (0.57%) in year 2015 and 

also Hatton National Bank PLC (0.63%), Commercial Bank of Ceylon PLC (0.60%), 

Seylan Bank PLC (0.66%) and Sanasa Development Bank PLC (0.65%) have unable 

to meet (less than) industry average tax ratio in year 2015. Also under finance 

companies, Bimputh Finance PLC (2.62%) has recorded more than industry tax ratio 

(1.55%) and BRAC Lanka Finance PLC (1.15%) and Commercial Credit and Finance 

PLC (0.87%) were able to meet (less than) average company tax ratio in year 2015. 

 

4.1.1.5. Equity multiplier 

 

  
 

Figure 5: EM- Bank, finance and insurance 

Source: Author extracted data 

In commercial bank sector, Sampath Bank PLC (14.95), and National Development 

Bank PLC (13.62) has recorded more than industry equity multiplier (12.57) in year 

2015 and also Hatton National Bank PLC (11.15), Commercial Bank of Ceylon PLC 

(12.51), Seylan Bank PLC (11.83) and Sanasa Development Bank PLC (11.38) have 

able to meet (less than) industry average equity multiplier in year 2015. Also under 

finance companies, Bimputh Finance PLC (6.69) has recorded less than industry 

equity multiplier (8.76) and BRAC Lanka Finance PLC (1.52) and Commercial 
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Credit and Finance PLC (9.09) were able to meet (less than) average company equity 

multiplier in year 2015. 

4.1.2. Beverage, food and Tobacco 
 

Food and beverage sub sector of Sri Lanka plays an important role in terms of its 

substantial contribution towards the growth in Gross Domestic Product (GDP) of the 

country. The output of the food, beverages and tobacco category is growing by day 

today. 

We used 10 PLC companies which are listed in CSE for our study under the 

Beverages, Food and Tobacco. Table 2 shows the details of our analysis. 

*Description of each denotation in table 2, table 3, table 4, table 5, table 6, table 7 and 

table 8, is given in followings. 

Denotation      Description 

- ROA     Return On Assets 

- ROE     Return On Equity 

- AU     Assets Utilization 

- CR     Current Ratio 

- DER     Debt to Equity Ratio 

- NP     Net Profit Ratio 

- TR     Tax Ratio 

- EM     Equity 
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Table 2 : Beverage, Food and Tobacco 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 10 is the maximum value and score 1 is minimum value) 
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Nestle Lanka PLC 34.02% 9 91.21% 9 295.78% 9 1.02 6 1.68 3 11.46% 6 10.73% 2 2.68 3 47 

Bairaha Farms PLC 2.12% 3 4.52% 4 116.95% 6 1.52 8 1.13 4 1.98% 1 0.93% 8 2.13 4 38 

Renuka Agree Foods PLC 4.12% 4 4.16% 
 

3 
3.78% 2 0.20 1 0.01 10 109.05% 10 4.12% 5 1.01 10 45 

Distilleries Company Of 

Sri Lanka PLC 
15.82% 6 20.45% 6 26.01% 4 0.56 3 0.29 7 60.80% 9 4.28% 4 1.29 7 46 

Cargills (Ceylon) PLC 0.51% 1 0.79% 2 1.07% 1 0.76 4 0.57 5 47.26% 8 0.50% 9 1.57 6 36 

Three Acre Farms PLC 27.51% 8 32.39% 8 99.85% 5 0.51 2 0.18 8 27.55% 7 2.54% 7 1.18 8 53 

Ceylon Tobacco Company 

PLC 
56.95% 10 368.55% 10 570.33% 10 1.04 7 5.47 1 9.99% 5 39.87% 1 6.47 1 45 

Convenience  Foods 

(Lanka ) PLC 
18.25% 7 28.68% 7 192.83% 8 2.36 9 0.57 6 9.46% 4 6.32% 3 1.57 5 49 

Lanka Milk Foods (CWE) 

PLC 
0.56% 2 0.60% 1 16.05% 3 2.60 10 0.07 9 3.49% 2 -0.38% 10 1.07 9 46 

Lion Brewery Ceylon PLC 4.60% 5 15.51% 5 122.82 7 0.82 5 2.37 2 3.75% 3 4.05% 6 3.37 2 35 
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4.1.2.1. Return on asset 

 

 

Figure 6: ROA- Beverage, food and tobacco 

Source: Author extracted data 

In Beverage, food and tobacco sector, Ceylon Tobacco Company PLC (56.95%), 

Nestle Lanka PLC (34.02%) and Three Acre Farms PLC (27.51%) has recorded more 

than industry ROA (16.45%) in year 2015 and also Cargills (Ceylon) PLC (0.51%), 

Lanka Milk Foods (CWE) PLC (0.56%) and Bairaha Farms PLC (2.12%) has unable 

to meet industry average ROA in year 2015. 

 

4.1.2.2. Return on equity 

 

 

Figure 7: ROE- Beverage, food and tobacco 

Source: Author extracted data 

Ceylon Tobacco Company PLC (368.55%), Nestle Lanka PLC (91.21%), have recorded 

more than industry ROE (56.69%) in year 2015 and also Lanka Milk Foods (CWE) PLC 
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(0.60%), Cargills (Ceylon) PLC (0.79%), Bairaha Farms PLC (4.52%), Distilleries 

company PLC (20.45%), Three Acre Farms PLC (32.39%), Concenience Foods (CWE) 

PLC (28.68%), Lion Brewery Ceylon PLC (15.51%) and Renuka Agri Foods PLC (4.16%) 

has unable to meet industry average ROE in year 2015. 

4.1.2.3. Asset utilization 

 

 

Figure 8: AU-Beverage, food and tobacco 

 

Source: Author extracted data 

Ceylon Tobacco Company PLC (570.33%), Nestle Lanka PLC (295.78%), and 

Convenience Foods (Lanka) PLC (19.83%) have recorded more than industry Asset 

utilization (144.55%) in year 2015 and also Cargills (Ceylon) PLC (1.07%), Renuka 

Agri Foods PLC (3.78%) Lanka Milk Foods (CWE) PLC (16.05%) has unable to 

meet industry average Asset utilization in year 2015. 
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4.1.2.4. Tax ratio 

 

 

Figure 9: TR- Beverage, food and tobacco 

Source: Author extracted data 

Ceylon Tobacco Company PLC (39.87%), Nestle Lanka PLC (10.73%), and 

Convenience Foods (Lanka) PLC (19.83%) has recorded more than industry Tax ratio 

(7.30%) in year 2015 and also Cargills (Ceylon) PLC (0.50%), Bairaha Farms PLC 

(0.93%) and three Acre Farms PLC (2.54%) has unable to meet industry average Tax 

ratio in year 2015. 

4.1.2.5. Equity multiplier 

 

 

Figure 10: Beverage, food and tobacco 

Source: Author extracted data 

Ceylon Tobacco Company PLC (6.47), Lion Brewery Ceylon PLC (3.37) and Nestle 

Lanka PLC (2.68) have recorded more than industry Equity multiplier (2.23) in year 

2015 and also Renuka Agri Foods PLC (1.01), Lanka Milk Foods (CWE) PLC (1.07) 
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and three Acre Farms PLC (1.18) has unable to meet industry average Equity 

multiplier in year 2015. 

4.1.3. Chemicals and Pharmaceuticals 

 

Medicinal chemistry and pharmaceutical chemistry are disciplines at the intersection 

of chemistry, especially synthetic organic chemistry, and pharmacology and various 

other biological specialties, where they are involved with design, chemical 

synthesis and development for market of pharmaceutical agents, or bio-active 

molecules. 

We used 08 PLC companies which are listed in CSE for our study under the 

Chemicals and Pharmaceuticals. Table 3 shows the details of our analysis. 
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Table 3 : Chemicals and Pharmaceuticals 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 8 is the maximum value and score 1 is minimum value) 
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CIC Holdings PLC 6.90% 6 14.76 8 94.95% 7 1.09 2 1.14 7 7.34% 6 1.34% 7 2.14 2 45 

J.L. Morison Sons & Jones 

(Ceylon) PLC 
6.33% 5 11.65% 6 102.48% 8 3.19 5 0.84 6 6.18% 5 2.42% 8 1.84 3 46 

Chemanex PLC -3.01% 1 -3.49% 1 74.22% 6 4.06 6 0.16 3 -4.05% 1 0.17% 3 1.16 6 27 

Standard Capital PLC 7.91% 7 7.96% 4 2.69% 1 33.28 7 0.01 2 92.14% 8 -0.23% 1 1.01 8 38 

Lankem Ceylon PLC 2.10% 3 7.40% 3 64.10% 4 0.75 1 2.53 1 3.27% 2 -0.25% 2 3.53 1 17 

Haycarb PLC 5.87% 4 9.66% 5 73.95% 5 1.61 4 0.65 4 7.93% 7 0.20% 4 1.65 5 38 

Industrial Asphalts (Ceylon) 

PLC 
2.02% 2 3.54% 2 44.55% 3 1.59 3 0.75 5 4.54% 4 0.85% 6 1.75 4 29 

Muller And Phipps (Ceylon) 

PLC 
13.40% 8 13.50% 7 1.09% 1 62.71 8 0.01 8 0.18% 2 0.57% 5 1.01 7 46 
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4.1.3.1. Return on asset 

 

 

Figure 11: ROA- Chemicals and pharmaceuticals 

Source: Author extracted data 

Under Chemicals and Pharmaceuticals sector, Muller And Phipps (Ceylon) PLC 

(13.40%), Standard Capital PLC (7.91%), and CIC Holdings PLC (6.90%) have 

recorded more than industry ROA (5.19%) and Industrial Asphalts (Ceylon) PLC 

(2.02%) and Lankem Ceylon PLC (2.10%) were unable to meet average company 

ROA in year 2015. 

4.1.3.2. Return on equity 

 

 

Figure 12: ROE-Chemicals and pharmaceuticals 

Source: Author extracted data 

CIC Holdings PLC (14.76%), Muller and Phipps (Ceylon) PLC (13.50%), J.L. 

Morison Sons & Jones (Ceylon) PLC (11.65%) has recorded more than industry ROE 
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(8.12%) and Industrial Asphalts (Ceylon) PLC (3.54%) and Lankem Ceylon PLC 

(7.40%) were unable to meet average company ROE in year 2015. 

4.1.3.3. Asset utilization 

 

 

Figure 13: AU-Chemicals and pharmaceuticals 

Source: Author extracted data 

J.L. Morison Sons & Jones (Ceylon) PLC (102.48%), CIC Holdings PLC (94.95%), 

Chemanex PLC (74.22%) has recorded more than industry Asset utilization (57.25%) 

Muller and Phipps (Ceylon) PLC (1.09%) and Standard Capital PLC (2.69%) were 

unable to meet average company Asset utilization in year 2015. 

4.1.3.4. Tax ratio 

 

 

Figure 14: TR-Chemicals and pharmaceuticals 

Source: Author extracted data 

J.L. Morison Sons & Jones (Ceylon) PLC (2.42%), CIC Holdings PLC (1.34%), 

Industrial Asphalts (Ceylon) PLC (0.85%) has recorded more than industry Tax ratio 
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(0.63%) and Chemanex PLC (0.17%) and Haycarb PLC (0.20%) were unable to meet 

average company Tax ratio in year 2015. 

4.1.3.5. Equity multiplier 

 

 

Figure 15: EM-Chemicals and pharmaceuticals 

Source: Author extracted data 

Lankem Ceylon PLC (3.53), CIC Holdings PLC (2.14) and J.L. Morison Sons & 

Jones (Ceylon) PLC (1.84) has recorded more than industry Equity multiplier (1.76) 

Muller And Phipps (Ceylon) PLC and Standard Capital PLC (1.01), Chemanex PLC 

(1.16) were unable to meet average company Equity multiplier in year 2015. 

 

4.1.4. Manufacturing 

Trading and manufacturing companies based on the fabrication, processing or 

preparation of products by using raw materials and commodities. This includes all 

foods, chemicals, textiles, machines, and equipment. 

We used 08 PLC companies which are listed in CSE for our study under the 

Manufacturing. 

Table 4 shows the details of analysis. 
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Under the Manufacturing industry, Tokyo Cement Lanka PLC has the higher ROA 

than other selected companies in our sample. Also when we considering on the ROE  

Central Industries PLC has the higher ROE than other companies. Other than ROA 

and ROE when we considering about Total Assets Utilization ratio of the company’s, 

Abans Electrical PLC has been utilized its assets on operating activities effectively 

than other institutions. As an overall conclusion we can identify that Central 

Industries PLC is the most suitable companies to invest under the Manufacturing 

Industry of CSE. 
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Table 4 : Manufacturing 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 8 is the maximum value and score 1 is minimum value) 
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ACL Cables PLC 11% 3 6.52% 4 98.54% 3 1.84 7 0.95 4 6.61% 5 2.05% 3 1.77 5 34 

Piramal Glass PLC 12% 4 8.95% 7 89.58% 2 1.19 1 1.27 1 9.99% 8 0.21% 8 1.31 8 39 

Abans Electrical PLC 13% 5 5.93% 3 168.53% 8 1.31 3 1.27 2 3.52% 2 0.24% 7 1.79 4 34 

Lanka Aluminum industries PLC 9% 2 5.74% 2 119% 5 1.26 2 0.82 7 4.84% 3 1.37% 5 1.50 7 33 

Lanka Wall-tiles PLC 16% 7 8.54% 5 86% 1 1.52 6 0.84 6 9.94% 7 2.05% 4 1.84 3 39 

Tokyo Cement Lanka PLC 17% 8 8.56% 6 150% 7 1.40 5 0.98 3 5.69% 4 2.43% 2 1.98 1 36 

Samson International PLC 7% 1 3.89% 1 116% 4 1.40 4 0.89 5 3.34% 1 0.88% 6 1.89 2 24 

Central Industries PLC 15% 6 11% 8 139% 6 3.11 8 0.38 8 8.03% 6 2.64% 1 1.51 6 49 



 
 

39 
 

4.1.5. Investment trust 

A unit investment trust (UIT) is an investment company that offers a fixed portfolio, 

generally of stocks and bonds, as redeemable units to investors for a specific period of 

time. Unit investment trusts, along with mutual funds and closed-end funds, 

are defined as investment companies. 

We used 07 PLC companies which are listed in CSE for our study under the 

Investment trust. Table 5 shows the details of our analysis. 

Under the Investment trust industry, Guardian Capital Partners PLC has the higher 

ROA and ROE than other selected companies in our sample. Other than ROA and 

ROE when we considering about Total Assets Utilization ratio of the company’s, 

Lanka Century Investments PLC has been utilized its assets on operating activities 

effectively than other institutions. As an overall conclusion we can identify that 

Guardian Capital Partners PLC is the most suitable companies to invest under the 

Investment trust Industry of CSE. 
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Lanka Century Investments 

PLC 
-0.4% 1 -0.6% 1 69.6% 7 0.604 7 1.251 1 -0.005 1 0.32% 3 1.604 7 28 

Guardian Capital Partners PLC 20.8% 7 28.1% 7 22.6% 5 0.010 3 68.786 7 0.922 4 0.44% 4 1.347 5 42 

Ceylon Investment PLC 7.5% 6 7.7% 5 5.6% 3 0.021 4 4.526 3 1.335 5 7.50% 7 1.021 3 36 

Lee Hedges PLC 4.9% 2 5.0% 2 0.1% 1 0.040 5 16.869 4 36.900 7 0.82% 6 1.040 4 31 

Ceylon Guardian Investment 

Trust PLC 
7.0% 5 7.1% 4 9.1% 4 0.009 2 19.674 5 0.778 3 0.24% 2 1.009 2 27 

Colombo Fort Investments 

PLC 
5.2% 3 5.2% 3 1.4% 2 0.001 1 46.984 6 3.571 6 0.03% 1 1.001 1 23 

Renuka Holdings PLC 5.9% 4 8.5% 6 66.7% 6 0.455 6 2.331 2 0.088 2 0.47% 5 1.455 6 37 

 

Table 5 : Investment trust 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 7 is the maximum value and score 1 is minimum value)
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4.1.6. Motors 

The automotive industry is a wide range of companies and organizations involved in 

the design, development, manufacturing, marketing, and selling of motor vehicles, 

some of them are called automakers. It is one of the world's most important economic 

sectors by revenue. 

We used 04 PLC companies which are listed in CSE for our study under the Motors 

and Table 6 shows the details of our analysis. 

Under the Motors industry, United Motors Lanka PLC has the higher ROA. Also 

United Motors Lanka PLC and Lanka Ashok Leyland PLC have equal ROE than 

other selected companies in our sample. Other than ROA and ROE when we 

considering about Total Assets Utilization ratio of the company’s, Diesel & Motor 

Engineering PLC has been utilized its assets on operating activities effectively than 

other institutions. As an overall conclusion we can identify that United Motors Lanka 

PLC is the most suitable companies to invest under the Motors Industry of CSE. 
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Diesel & Motor Engineering PLC 6.1% 3 11.9% 2 155.1% 4 0.956 3 1.453 1 3.92% 1 1.39% 1 1.956 3 18 

United Motors Lanka PLC 9.6% 4 12.1% 4 80.1% 2 0.260 2 2.875 4 11.98% 4 5.62% 4 1.260 2 26 

Lanka Ashok Leyland PLC 5.8% 2 12.1% 4 142.5% 3 1.111 4 1.801 2 4.04% 2 3.50% 3 2.111 4 24 

The Auto-drone PLC 3.3% 1 3.9% 1 51.5% 1 0.194 1 2.334 3 6.40% 3 1.65% 2 1.194 1 13 

 

Table 6 : Motor 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 4 is the maximum value and score 1 is minimum value)
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4.1.7. Oil palms 

Under the Oil palms industry of CSE there are only few companies were listed and we 

used 05 PLC companies for our study. Table 6 shows the details of our analysis. 

Under the Oil Palms industry, Shalimar (Malay) PLC has the higher ROA and ROE 

than other selected companies in our sample. Other than ROA and ROE when we 

considering about Total Assets Utilization ratio of the company’s, Bukit Darah PLC 

has been utilized its assets on operating activities effectively than other institutions. 

As an overall conclusion we can identify that Shalimar (Malay) PLC is the most 

suitable companies to invest under the Oil Palms Industry of CSE. 
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Table 7 : Oil palms 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 5 is the maximum value and score 1 is minimum value)
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Bukit Darah PLC 3.64% 5 9.47% 5 54.97% 5 1.60 5 0.79 2 6.62% 1 0.02% 5 2.60 1 29 

Selinsing  PLC 0.68% 1 0.69% 1 3.31% 4 0.02 2 2.05 4 20.63% 2 0.29% 1 1.02 2 17 

Indo Malay  PLC 0.88% 2 0.90% 2 2.53% 1 0.02 4 0.51 1 34.99% 3 0.38% 3 1.02 4 20 

Shalimar (Malay)  PLC 1.22% 4 1.23% 4 3.17% 3 0.01 1 12.67 5 38.52% 4 0.48% 4 1.01 5 30 

Good Hope  PLC 1.21% 3 1.23% 4 2.68% 2 0.02 3 0.95 3 45.17% 5 0.38% 3 1.02 3 26 
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4.1.8. Power and Energy 

The energy industry is the totality of all of the industries involved in the production 

and sale of energy, including fuel extraction, manufacturing, refining and distribution. 

The electrical power industry includes electricity generation, 

electric power distribution and sales. 

We used 06 Power and Energy PLC companies which are listed in CSE for our study 

and Table 8 shows the details of our analysis. 

Under the Power and Energy industry, Vallibel Power Erathna PLC has the higher 

ROA and ROE than other selected companies in our sample. Other than ROA and 

ROE when we considering about Total Assets Utilization ratio of the company’s, 

Laugfs Gas PLC has been utilized its assets on operating activities effectively than 

other institutions. As an overall conclusion we can identify that Vallibel Power 

Erathna PLC is the most suitable company to invest under the Oil Palms Industry of 

CSE. 
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Laugfs Gas PLC 9.39% 2 18.37% 3 74.71% 6 0.96 6 1.17 1 12.57% 1 2.55% 2 1.96 1 22 

Panasian Power PLC 12.45% 4 20.48% 4 9.98% 1 0.65 5 7.63 6 124.68% 6 0.07% 6 1.65 2 34 

Resus Energy PLC 11.42% 3 12.75% 2 21.57% 3 0.12 2 4.44 4 52.91% 3 1.34% 4 1.12 5 26 

Vidul Lanka PLC 15.88% 5 24.47% 5 25.20% 4 0.54 4 2.04 2 63.02% 4 1.49% 3 1.54 3 30 

Vallibel Power Erathna PLC 37.01% 6 39.55% 6 33.52% 5 0.07 1 7.23 5 110.42% 5 2.57% 1 1.07 6 35 

Browns Hydro Power PLC 7.22% 1 9.35% 1 18.12% 2 0.29 3 2.17 3 39.85% 2 1.08% 5 1.29 4 21 

 

Table 8 : Power and Energy 

Source: Author extracted data 

(Liker-Scale scoring method was used and it indicated, score 6 is the maximum value and score 1 is minimum value) 

 

 

**Company data analysis was done only for the 08 sectors which are listed in CSE which have the higher performance in Sri Lankan 

market. 
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4.2. Industry data analysis 

4.2.1. Industry analysis 

Industry analysis is a tool that facilitates a company's understanding of its position 

relative to other companies that produce similar products or services. Understanding 

the forces at work in the overall industry is an important component of effective 

strategic planning. There is 20 sectors (industries) listed in CSE in Sri Lanka. For the 

development process of industry ratio basically we calculated industry ratios for each 

sector for year 2011-2015 and they were shown in table 9. Limitation of the time we 

calculated ROA, ROA, Asset Utilization (AU), Tax ratio and Equity Multiplier (EM) 

for 15 sectors in CSE. 

SECTOR NAME 

YEAR 2015 
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Commercial Banks 1.33% 3 16.64% 10 9.35% 1 0.57% 12 12.57 1 27 

Finance Companies 4.89% 6 26.83% 14 23.78% 4 1.55% 6 8.76 2 32 

Stores Suppliers 8.46% 10 18.69% 11 77.85% 11 2.08% 5 1.93 6 43 

Investment Trusts 7.27% 9 8.71% 6 25.02% 5 1.40% 8 1.21 15 43 

Motors 6.18% 8 10.02% 7 107.32% 13 3.04% 4 1.63 10 42 

Oil Palms 1.53% 4 2.71% 2 13.33% 3 0.63% 10 1.33 14 33 

Power and Energy 15.56% 13 20.83% 12 30.52% 7 1.52% 7 1.44 12 51 

Beverage Food and 

Tobacco 
16.45% 14 56.69% 15 144.55% 15 7.30% 2 2.23 5 51 

Chemicals and 

Pharmaceuticals 
5.19% 7 8.12% 5 57.25% 8 0.63% 10 1.76 8 38 

Hotels and Travels 4.25% 5 4.95% 3 29.67% 6 16.37% 1 1.39 13 28 

Land and Property 8.51% 11 14.48% 9 11.23% 2 0.06% 13 1.65 9 44 

Manufacturing 23.37% 15 12.57% 8 120.82% 14 1.26% 9 1.63 10 56 

Plantation -2.99% 1 -8.35% 1 73.37% 9 0.05% 14 2.30 4 29 

Services 1.01% 2 8.10% 4 89.87% 12 -0.36% 15 3.25 3 36 
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Health Care 15.18% 12 24.76% 13 77.17% 10 4.88% 3 1.80 7 45 

 Table 9 : Industry ratios  

Source: Author extracted data 

 

We were analyzed 15 sectors which were listed in CSE based on Return on Asset, 

Return on Equity, Asset Utilization, Tax ratio and Equity multiplier of the each 

industry. 

Manufacturing industry (23.37%) is the best industry from CSE listed industries based on 

average total assets and Plantation industry (-2.99%) is the worst sector of last five year 

period. 

Based on return on equity, Beverage, food and tobacco industry (56.69%) is the best 

performed industry in past five year period and Plantation industry (-8.35%) is the worst 

industry in the same period. 

Also Beverage, food and tobacco industry (114.55%) is the best perform industry in CSE base 

on asset utilization of the company and Commercial bank sector (9.35%) is the worst industry 

in last five year period in Sri Lanka. 

Income tax expense ratio is another ratio that can be used for evaluating the performance of 

the industry. During last five year period, service industry (0.36%) has the lowest tax ratio 

and Hotel and travels industry (16.37%) has the highest tax ratio. 
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4.2.2. Descriptive analysis 

Further analysis of our research data we used descriptive analysis. Descriptive 

analysis can be described as; Descriptive statistics is the discipline of quantitatively 

describing the main features of a collection of information, or the quantitative description 

itself (Dodge 2003). 

Descriptive analysis was done based on the five common variables for all industry 

(ROA, ROE, Asset Utilization, Tax ratio and Equity Multiplier) for year 2015  and 

results were show in table 10. 

Variable * Minimum Maximum Mean Variance 

Standard 

deviation 

Skewness Kurtosis 

ROA -2.99% 23.37% 7.75% 50.52 7.12% 0.74 0.14 

ROE -8.35% 56.69% 15.05% 213.31 14.60% 1.53 4.38 

AU 9.35% 144.55% 59.41% 1872.87 43.28% 0.54 -0.83 

TR -0.36% 16.37% 2.73% 18.30 4.28% 2.67 7.82 

EM 1.21% 12.57% 3.51% 12.33 3.51% 1.83 2.29 

 

Table 10 : Descriptive analysis 

Source: Author extracted data 

 

We can identify following point with regard the descriptive analysis. 

The return on assets shows the percentage of how profitable a company's assets are in 

generating revenue. According to the above descriptive calculation, mean return on 

asset is 7.746%, Standard deviation is 7.12% and it followed positively skewed 

distribution. A sector or company which has recorded higher ROA than overall mean 

ROA, that sector or company is over performed in the market. Otherwise it is under 
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performed. From our industries Stores suppliers, Power and Energy, Beverage, Food 

and Tobacco, Land and Property and Manufacturing industries’ ROA is higher than 

the industries ROA. 

The return on equity measures a corporation's profitability by revealing how much 

profit a company generates with the money shareholders have invested. According to 

the above descriptive calculation, mean return on equity is 15.05%, Standard 

deviation is 14.60% and it followed positively skewed distribution. A sector or 

company which has recorded higher ROE than overall mean ROE, that sector or 

company is over performed in the market. Otherwise it is underperformed. From our 

selected industries Bank, Finance and Insurance, Investment trust, Power and Energy, 

Beverage, food and tobacco and Health care industries’ ROE is higher than the 

industries ROE. 

The asset utilization ratio is used by business analysts to determine how well a 

company is using its available assets to generate a profit. According to the above 

descriptive calculation, mean asset utilization is 59.41%, Standard deviation is 

43.28% and it followed positively skewed distribution. A sector or company which 

has recorded higher Asset Utilization than overall mean Asset Utilization, that sector 

or company is over performed in the market. Otherwise it is underperformed. From 

our selected sample Stores suppliers, Motors, Beverage, food and tobacco, 

Manufacturing, Plantation, Services and Health care industries have higher asset 

utilization ratio than industry average asset utilization.  

The tax ratio is measured the tax expenses as a percentage on average total assets of 

the company. According to the above descriptive calculation, mean tax ratio is 2.73%, 

Standard deviation is 4.28% and it followed positively skewed distribution. A sector 

or company which has recorded lower tax ratio than overall mean tax ratio, that sector 
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or company is over performed in the market. Otherwise it is underperformed. From 

our selected sample Motors, Beverage, food and tobacco, Hotels and travels and 

Health care industries have lesser tax ratio than industry average tax ratio. 

The equity multiplier is a financial leverage ratio that measures the amount of a firm's 

assets that are financed by its shareholders by comparing total assets with total 

shareholder's equity. In other words, the equity multiplier shows the percentage of 

assets that are financed or owed by the shareholders. According to the above 

descriptive calculation, mean equity multiplier is 3.51, Standard deviation is 3.51 and 

it followed positively skewed distribution. A sector or company which has recorded 

lower equity multiplier than overall mean equity multiplier, that sector or company is 

over performed in the market. Otherwise it is underperformed. From our selected 

sample Bank, finance and insurance and Motors have higher equity multiplier than 

industry average equity multiplier.  
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5. CHAPTER FIVE-SUMMARY OF FINDINGS AND 

RECOMENDATIONS 

 

5.1. Summary of findings 

The most important findings of our study can be categorized under following sub 

sectors. 

5.1.1. Findings from company data analysis 

Simple scoring method was used to identified which company is the most performed 

company in each in industry and which company is the least performed company in 

the past five year period. 

In commercial bank sector, Seylan Bank PLC (44 points out of 66) is the most 

performed bank and National Development Bank PLC (30 points out of 66) is the 

least performed bank in last period. Also in financial institution sector, Bimputh 

Finance PLC (26 points out of 33) is the most attractive and performed financial 

institution in 2011-2015 period and BRAC Lanka PLC (19 points out of 33) is the 

least performed financial institution in that period. 

Three Arce Farms PLC (53 points out of 80) is the most performed company in 

Beverage, food and tobacco industry and Lion Brewery Ceylon PLC (35 points out of 

80) is the least performed company in this industry. 

Also in the Chemicals and pharmaceuticals industry, J. L. Morison Sons and Jones 

PLC (46 points out of 64) is the most attractive company and Lankem Ceylon PLC 

(17 points out of 64)  is the less attractive of less performed company in the past five 

year period in Sri Lanka. 
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Central Industries PLC (49 points out of 64) is the most performed manufacturing 

company in last five year period and Samson International PLC (24 points out of 64) 

is the worst performed company in manufacturing industry in CSE. 

In Investment trust industry, Guardian Capital Partners PLC (42 points out of 56) is 

the highest performed company in 2010-2015 period and Colombo Fort Investments 

PLC (23 points out of 56)  is the lowest performed investment trust company in that 

period. 

United Motors Lanka PLC (26 points out of 32) is the most performed motor 

company in CSE and The Auto-drone PLC (13 points out of 32) is the worst 

performed in the same industry during last five year period in Sri Lanka. 

In the Oil palms industry in Sri Lanka, Shalimar (Malay) PLC (30 points out of 40) is 

the best company in this industry during the period of 2011-2015 and Selinsing PLC 

(17 points out of 40) is the lowest performed company in Oil palms industry. 

Vallibel Power Erathna PLC (35 points out of 48) is the most attractive Power and 

energy company in CSE listed companies during last five year period and Browns 

Hydro Power PLC (21 points out of 48) is the lowest attractive company in the Power 

and energy industry in the same period. 
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5.1.2. Findings from industry data analysis 
 

There are 20 listed sectors in CSE in Sri Lanka and for our study we used 15 sectors 

and more than 100 companies which were listed in each industry. From industry data 

analysis following key points obtained by us. 

Manufacturing industry (56 points out of 75) is the best performed industry in CSE in 

Sri Lanka during the last five year period and Power and energy industry (51 points 

out of 75) and Beverage, food and tobacco (51 points out of 75) industries are equally 

performed at the same period. 

The worst industries of last five year period in Sri Lanka, Hotel and travels (28 points 

out of 75), Plantation (29 points out of 75) and Oil palms (33 points out of 75) are 

respectively. 

5.2. Conclusion 

The conclusion chapter is directly connected to the purpose. The analysis will be 

summarized in order to answer the research questions and fulfill the purpose of the 

thesis. 

This research is based on three main research questions. First, we analyzed how 

industry ratios are calculated for the purpose of decision making process.  Return on 

asset, Return on Equity, Asset utilization is some example for industry ratio 

calculations. Based on company analysis during the past five year period Seylan Bank 

PLC, Three Arce Farms PLC, Central Industries PLC, Vallible Power Erathna PLC 

and United Motors Lanka PLC is the most suitable companies of Bank, finance and 

insurance industry, Beverage, food and tobacco industry, Manufacturing industry, 

Power and energy industry and Motor industry in respectively. 
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Which industries are the gaining industries in present context in Sri Lanka; is the next 

research question and industry ratio analysis was done for achieve that objective. 

Based on the study, Manufacturing industry, Power and energy and Beverage, food 

and tobacco is the most suitable industries (most gaining industries) in the present 

market situations in Sri Lanka. As a rational investor, by investing above most 

beneficiaries industries can be gain higher return of benefits than they invested. 

 

5.3. Policy recommendation 

Based on the research objectives and out comes, Manufacturing industry, Power and 

energy and Beverage, food and tobacco is the most suitable industries for rational 

investors when selecting their investment portfolio. 
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