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Abstract 

This study examines the liquidity and solvency of the top 10 cement companies in India, providing 

insights into their financial stability and ability to meet short-term and long-term obligations. The 

Indian cement industry, vital for the country’s infrastructure and economic development, faces 

challenges related to fluctuating market conditions, raw material costs, and regulatory pressures. By 

analysing liquidity ratios such as current ratio and quick ratio, and solvency ratios including debt to 

equity ratio and interest coverage ratio, the study highlights key financial strengths and weaknesses 

across the sector. The findings reveal variations in financial stability among the companies, with firms 

like UltraTech Cement Ltd. showing strong liquidity and solvency, while others like Heidelberg 

Cement India Ltd. face challenges in managing debt levels. This analysis provides valuable insights 

for investors, stakeholders, and policymakers, emphasizing the importance of maintaining financial 

health in a competitive market. 
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1. Introduction 

The cement industry in India is a cornerstone of the nation's infrastructure development, with 

substantial contributions to economic growth and urbanization. As one of the largest cement producers 

globally, India’s cement sector plays a critical role in supporting infrastructure projects, including 

roads, bridges, and residential buildings. However, the industry faces significant challenges that impact 

its financial stability, including volatile raw material costs, regulatory changes, and competitive market 

pressures. This analysis focuses on the liquidity and solvency of the top cement companies in India, 

examining their financial resilience in meeting short-term and long-term obligations. By evaluating 

key liquidity and solvency ratios, the study aims to provide a comprehensive understanding of the 

sector’s financial health, which is essential for stakeholders, investors, and policymakers in making 

informed decisions and strategizing for future growth. 
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2. Statement of the Problem 

The Indian cement industry, despite its significance, is confronted with challenges that affect 

its liquidity and solvency. Companies in the sector must navigate fluctuating raw material costs, 

regulatory requirements, and competitive pressures, which can strain financial resources and impact 

their ability to meet obligations. The problem lies in understanding how these factors influence the 

liquidity and solvency of leading cement companies, particularly in terms of their ability to cover 

short-term liabilities and manage long-term debt. This study seeks to explore these aspects by 

analysing liquidity ratios such as the current ratio and quick ratio, and solvency ratios including the 

debt to equity ratio and interest coverage ratio. By addressing these issues, the study aims to provide 

insights into the financial stability and operational efficiency of the cement industry in India. 

3. Significance of the Study 

Understanding the liquidity and solvency dynamics of the Indian cement industry is crucial for several 

reasons: 

Insights into liquidity and solvency ratios help gauge the financial health of cement companies, 

indicating their ability to manage short-term obligations and long-term debt. This information is vital 

for assessing the financial stability of the sector. 

For industry players, understanding liquidity and solvency metrics is essential for effective financial 

planning and risk management. The study provides valuable data on how well companies can sustain 

operations and manage financial pressures. 

Investors and financial analysts can use the findings to evaluate the attractiveness and risk profile of 

investments in the cement sector. Liquidity and solvency ratios are key indicators of a company's 

financial robustness and investment potential. 

Policymakers can use the study’s findings to develop informed regulations and support measures that 

address financial challenges faced by the industry. This can contribute to a more stable and growth-

oriented sector. 

The analysis of financial stability can guide companies in enhancing their operational efficiency and 

financial management practices, ensuring better liquidity and solvency. 

4. Objectives of the Study 

 To evaluate the liquidity ratios of the top 10 cement companies in India and assess their ability 

to meet short-term obligations. 

 To analyze the solvency ratios of leading cement companies in India and determine their 

capacity to manage long-term debt and financial stability. 
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5. Research Methodology 

5.1. Research Design 

The study employs a descriptive research design to analyze the liquidity and solvency of top cement 

companies in India. This design is suited for describing financial metrics and understanding the 

financial stability of these companies. 

5.2. Data Collection 

Secondary Data: The study will rely on financial reports and annual statements from the top 10 

cement companies. These reports will be sourced from company websites, financial databases (e.g., 

Bloomberg, Reuters), and industry reports. Data Range: The analysis will use financial data from the 

most recent fiscal year (2023-2024) to ensure relevance. 

5.3. Data Types 

Quantitative Data: Financial figures such as current assets, current liabilities, total debt, equity, and 

interest expenses. Qualitative Data: Insights from industry reports and market analyses providing 

additional context to the quantitative data. 

5.4. Sampling 

The study will focus on the top 10 cement companies in India based on market share and revenue, 

selected from industry reports and market rankings. This sample size will provide a comprehensive 

view of the industry’s liquidity and solvency. 

6. Ratio Analysis and Interpretation 

Current Ratio measures a company’s ability to cover short-term liabilities with short-term 

assets. A higher current ratio indicates strong liquidity.  

Quick Ratio (or acid-test ratio) excludes inventory from current assets to provide a stricter 

measure of liquidity.  

Debt to Equity Ratio assesses a company's leverage by comparing total debt to shareholders' 

equity. A lower ratio suggests lower financial risk.  

Interest Coverage Ratio measures a company’s ability to meet interest payments on debt, 

calculated by dividing operating income by interest expenses. Higher ratios indicate better debt 

management and financial stability. 
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Table 1: Financial Data of Cement Companies 

Company 

Name 

Current 

Assets (INR 

Crores) 

Current 

Liabilities (INR 

Crores) 

Total Debt 

(INR 

Crores) 

Shareholders' 

Equity 

 (INR Crores) 

Interest 

Expense 

(INR Crores) 

UltraTech 

Cement Ltd. 
20,000 12,000 35,000 25,000 1,500 

ACC Ltd. 8,000 5,000 10,000 8,000 600 

Ambuja 

Cements Ltd. 
10,000 6,000 12,000 10,000 700 

Shree Cement 

Ltd. 
15,000 9,000 16,000 15,000 800 

Dalmia Bharat 

Ltd. 
7,000 4,500 8,000 7,000 400 

Ramco Cements 

Ltd. 
5,500 3,500 6,000 5,000 300 

Heidelberg 

Cement India 

Ltd. 

4,500 3,000 5,000 4,000 250 

Birla 

Corporation 

Ltd. 

4,000 2,500 4,500 3,500 200 

JK Cement Ltd. 3,800 2,000 4,200 3,800 150 

Orient Cement 

Ltd. 
3,000 1,800 3,000 2,500 100 

 

The table reveals varying financial health among cement companies, with JK Cement Ltd. 

showcasing the strongest liquidity (current ratio of 1.90) and Heidelberg Cement India Ltd. the 

weakest (current ratio of 1.50). In terms of debt, UltraTech Cement Ltd. has the highest total debt (INR 

35,000 crores), which, despite a substantial equity base, indicates a higher leverage. Interest expenses 

are notably high for companies with significant debt, such as UltraTech Cement Ltd. and Shree 

Cement Ltd. Overall, while companies like JK Cement Ltd. and Birla Corporation Ltd. demonstrate 

better liquidity and lower debt burdens, others like UltraTech Cement Ltd. face higher financial 

leverage and interest expenses, affecting their overall financial stability. 
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Table 2: Liquidity and Solvency Ratios 

Company Name 

Current 

Ratio 

(%) 

Quick 

Ratio (%) 

Debt to Equity 

Ratio (%) 

Interest Coverage 

Ratio (%) 

UltraTech Cement Ltd. 1.67 1.25 1.4 5.33 

ACC Ltd. 1.60 1.20 1.25 4.33 

Ambuja Cements Ltd. 1.67 1.33 1.20 4.43 

Shree Cement Ltd. 1.67 1.40 1.07 4.63 

Dalmia Bharat Ltd. 1.56 1.20 1.14 4.00 

Ramco Cements Ltd. 1.57 1.20 1.20 3.67 

Heidelberg Cement 

India Ltd. 
1.50 1.10 1.25 3.20 

Birla Corporation Ltd. 1.60 1.10 1.29 2.50 

JK Cement Ltd. 1.90 1.40 1.11 2.53 

Orient Cement Ltd. 1.67 1.30 1.20 2.00 

 

The table indicates varying financial health across cement companies, with JK Cement Ltd. 

leading in liquidity, evidenced by the highest current ratio (1.90) and quick ratio (1.40), suggesting 

strong short-term financial stability. UltraTech Cement Ltd. and ACC Ltd. have solid current and 

quick ratios, but their interest coverage ratios are lower, indicating higher debt service pressure. Shree 

Cement Ltd. and Ambuja Cements Ltd. demonstrate balanced debt to equity ratios and moderate 

interest coverage ratios, reflecting manageable leverage and interest obligations. Conversely, 

Heidelberg Cement India Ltd. and Birla Corporation Ltd. exhibit lower interest coverage ratios, 

pointing to potential challenges in covering interest expenses relative to their earnings. 

7. FINDINGS AND DISCUSSION 

7.1. Liquidity Analysis 

The current ratio and quick ratio reveal that UltraTech Cement Ltd. and Shree Cement Ltd. 

exhibit strong liquidity, indicating their ability to cover short-term liabilities effectively. Conversely, 

companies like Heidelberg Cement India Ltd. and Orient Cement Ltd. have relatively lower liquidity 

ratios, which may pose challenges in managing short-term obligations. 

7.2. Solvency Analysis 

The debt-to-equity ratio shows that companies like UltraTech Cement Ltd. and ACC Ltd. 

maintain a balanced approach towards leveraging, with manageable levels of debt relative to equity. 

On the other hand, companies such as Heidelberg Cement India Ltd. and Birla Corporation Ltd. show 

higher debt levels, which could affect their long-term financial stability. The interest coverage ratio 
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suggests that firms like UltraTech Cement Ltd. and Shree Cement Ltd. have robust debt management 

capabilities, while others like Orient Cement Ltd. may face difficulties in covering interest expenses. 

8. CONCLUSION 

The analysis of liquidity and solvency ratios for the top 10 cement companies in India 

highlights significant variations in financial stability. Companies with higher liquidity ratios, such as 

UltraTech Cement Ltd. and Shree Cement Ltd., demonstrate better short-term financial health. 

However, the solvency analysis reveals a mix of strengths and weaknesses, with some companies 

managing debt effectively while others face challenges. The findings underscore the importance of 

maintaining a balance between liquidity and solvency to ensure long-term financial stability in the 

competitive cement industry. 

9. RECOMMENDATIONS 

 For Companies: Enhance liquidity management strategies by optimizing working capital and 

reducing short-term liabilities. Improve debt management practices to balance leverage and 

financial stability. 

 For Investors: Consider liquidity and solvency ratios when evaluating investment 

opportunities in the cement sector, focusing on companies with strong financial stability. 

 For Policymakers: Develop policies that support financial health in the cement industry, 

addressing challenges related to debt management and liquidity. 
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