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1. ABSTRACT 

 

The concept of financial performance analysis is the process of identifying the 

financial strength of the company with the help of its Profit and loss account, 

Cashflow and Balance sheet. Reliance Industries Limited (RIL), is India’s largest 

private sector company with business across the energy and materials value chain and 

a strong presence in the rapidly expanding retail and telecommunication sectors. The 

financial performance analysis of the company is done for the period of five years, 

starting from the financial year 2016-2020. The objective of this study to evaluate the 

financial position of the company, analyze financial changes, and identify future 

results by using its financial statements. To know whether the business is making a 

profit or not is maintaining liquidity position, and know the dividend growth of the 

company. 

 

 

  



2. INTRODUCTION 

 

Meaning of Financial Analysis 

Financial performance analysis is the process of identifying the financial strengths and 

weaknesses of the firm by properly establishing the relationship between the items of 

the balance sheet and the profit and loss account.  

 

Importance of Financial Analysis 

1. Assessing the company's organizational effectiveness and managerial 

performance. 

2. Analyzing the company's financial strength and limitations and 

creditworthiness. 

3. Providing details on the holding company's cash situation and how much debt 

the company has concerning equity. 

 

  



Features of financial analysis 

• To present complex data contained in the financial statement in a simple and 

understandable form. 

• To classify the items contained in the financial statement inconvenient and 

rational groups. 

• To make the comparison between various groups to draw 

• various conclusions.   

 

Purpose of Analysis of financial statements 

• To know the earning capacity or profitability. 

• To know the solvency. 

• To know the financial strengths. 

• To know the capability of payment of interest & dividends. 

• To make a comparative study with other firms. 

• To know the trend of business. 

• To know the efficiency of mgt. 

 

 

 

 

 

 

  



TOOLS OF FINANCIAL ANALYSIS 

 

1. RATIO ANALYSIS 

2. FUNDS FLOW ANALYSIS 

3. CASH FLOW ANALYSIS 

 

Ratio Analysis 

This is an attempt of developing a meaningful relationship between individual items 

(or groups of items) in the balance sheet or profit and loss account. Ratio analysis is 

not only useful to internal parties of business concern but also useful to external 

parties. Ratio analysis highlights the liquidity, solvency, profitability, and capital 

gearing. 

 

Funds Flow Analysis 

This deals with detailed sources and application of funds of the business concern for a 

specific period. It indicates where funds come from and how they are used during the 

period under review. It highlights the changes in the financial structure of the 

company. 

 

Cash Flow Analysis 

This is based on the movement of cash and bank balances. In other words, the 

movement of cash instead of the movement of working capital would be considered in 

the cash flow analysis. There are two types of cash flows. They are actual cash flows 

and notional cash flows.  

 



3.SCOPE OF THE STUDY 

 

The study covers almost the entire area of financial operations covered by “Reliance 

Industries Limited” the study has been conducted with the help of data obtained from 

audited financial records. The audited financial records are the company annual 

reports about the past 5 years from 2016-2020 and the audited financial records are 

obtained from the company’s annual report. The researcher tries to measure the 

performance of the organization. 

 

 

  



4.OBJECTIVE OF THE STUDY 

 

 To evaluate the financial position of Reliance Industries Ltd in terms of 

solvency, profitability, turnover ratios for the years from 2016-2020 

 To identify any consistent results by analyzing the financial statements 

 To analyze the financial changes over five years.  

 To suggest effective measures in the existing system of the company 

 

 

 

  



5.COMPANY PROFILE 

 

 

Reliance Industries Limited is an Indian multinational conglomerate company 

headquartered in Mumbai, Maharashtra, India. The company was co-founded 

by Dhirubhai Ambani and Champaklal Damani in 1960's. Reliance owns businesses 

across India engaged in energy, petrochemicals, textiles, natural resources, retail, and 

telecommunication. 

 



The reliance group, founded by Dhirubhai H Ambani (1932-2002), is India’s 

largest private-sector enterprise, with businesses in the energy and material value 

chain. The flagship company, Reliance Industries Limited, is a Fortune Global 500 

company and is the largest private sector company in India. The chairman of the 

company is Mukesh Ambani. 

 After the death of Dhirubhai Ambani, the group was split into Reliance Industries 

Limited headed by Mukesh, and Reliance Anil Dhirubhai Ambani Group headed by 

Anil. Mukesh Ambani is the CEO and holds the largest shares of Reliance Industries 

which I am focusing on right now. 

 

 
 

 



The company is India’s largest petrochemical firm and among the country’s largest 

companies (along with the likes of Indian Oil and Tata Group). Oil refining and the 

manufacture of polylines account for nearly all of Reliance’s sales. It also makes 

textiles and explores for oil and gas, though those businesses are relatively small. 

In 2009 the company merged with its oil and gas refining subsidiary (Reliance 

Petroleum) to boost the operational and financial synergies of Reliance as a major 

refining company. 

  



Reliance Industries Limited is India's largest private-sector conglomerate (by 

market value), with an annual turnover of US $ 35.9 billion and profit of US$ 4.85 

billion for the fiscal year ending in March 2008 making it one of India's private 

sector Fortune Global 500 companies, being ranked at 206th position (2008). It 

was founded by the Indian industrialist Dhirubhai Ambani in 1966. Ambani has 

been a pioneer in introducing financial instruments like fully convertible 

debentures to the Indian stock markets. Ambani was one of the first entrepreneurs 

to draw retail investors to the stock markets. Critics allege that the rise of Reliance 

Industries to the top slot in terms of market capitalization is largely due to 

Dhirubhai's ability to manipulate the levers of a controlled economy to his 

advantage. Though the company's oil-related operations form the core of its 

business, it has diversified its 

 

operations in recent years. After severe differences between the founder's two sons, 

Mukesh Ambani and Anil Ambani, the group was divided between them in 2006. 

In September 2008, Reliance Industries was the only Indian firm featured in 

Forbes's list of "world's 100 most respected companies 

Stock 

According to the company website "1 out of every 4 investors in India is a Reliance 

shareholder.”. Reliance has more than 3 million shareholders, making it one of the 

world's most widely held stocks. Reliance Industries Ltd, after its split in January 

2006 has continued to grow. Reliance companies have been among the best 

performing in the Indian stock market. 

Products 



Reliance Industries Limited has a wide range of products from petroleum products, 

petrochemicals, to garments (under the brand name of Vimal), 

 

Reliance Retail has entered into the fresh foods market as Reliance Fresh and 

launched a new chain called Delight Reliance Retail and NOVA Chemicals have 

signed a letter of intent to make energy-efficient structures. The primary business 

of the company is petroleum refining and petrochemicals. It operates a 33 million-

tone refinery at Jamnagar in the Indian state of Gujarat. Reliance has also 

completed a second refinery of 29 million tons at the same site which started 

operations in December 2008. The company is also involved in oil & gas 

exploration and production. In 2002, it struck a major find on India's eastern coast 

in the Krishna Godavari basin. Gas production from this find was started on April 

2, 2009. As of the end of the 3rd quarter of 2009-2010, gas production from the 

KG D6 ramped up to 60 MMSCMD 

 



  



6. SWOT ANALYSIS 

Strength 

Reliance industries having a leading market position and market share in India which 

considered as their best strength. 

 They possess the stand as the largest petroleum company in India which has their 

business outlets even in rural areas.  

They have many associates and subsidiaries for funding to the industry. 

Reliance business network is not just in India they have business over five continents. 

Considering the Indian market, they have only very few competitors to compete. 

Weaknesses 

Before four years the reliance was just one group. After the death of Dhirubhai 

Ambani Reliance group split in between reliance brothers Anil and Mukesh. Before 

they split reliance group was the second richest family in the world. This splitting 

affects much of their business. Their business is mainly focused in India by about 

80%. It seems like they failed to establish their industry worldwide. For every business 

international market is a very good opportunity to increase their asset. 

Opportunities 

In the domestic market, the reliance industry has business even in villages. This under 

penetration gives the company more opportunity to spread their business. All the 

products of reliance have a very high demand in the international market, For 



example, their petroleum products and polyester. The opportunity they have is that we 

can recognize they have put their hands on all major industries in India which makes 

the industry an inevitable factor to the Indian market. Most of all the products having a 

trend of increasing demand. 

Threats 

The main threat of the company is that their existing competitors in the current market. 

The economic depression that the world faced during the past few years has affected a 

lot in business. India has been witnessed a lot of natural disasters like earthquakes and 

tsunami. During the past few years, the tsunami at Vishakapattanam harbor destroyed 

the company’s wealth a lot. And also, earthquake that happened in Gujarat destroyed 

the polyester plant. 



7. RESEARCH METHODOLOGY 

 

• The secondary data were collected from 

company’s websites. 

• The data collected on different aspects were 

analyzed. 

• The period of study for the project is 5 years 

(2016-2020). 

 

  



8. LITERATURE REVIEW 

 

Hooks, Jill. (2007) found that this research 

examines the financial performance of three entities over 

a fifteen-year period. The aim is to determine the 

influence of corporatization, commercialization and 

ownership form on the reported financial performance of 

three entities. 

Wei, Sun. (2010) found that this paper 

discusses some theories of the system of performance 

evaluation, analyses merit and disadvantage of these 

theories. this paper brings forward the system of 

performance evaluation with method of fuzzy 

mathematics. This paper validates the correctness of the 

system of performance evaluation with the example. 

Hajek, P., & Olej, V. (2014) found that this 

paper develops a methodology to extract concepts 

containing qualitative information from corporate annual 

reports. The methodology makes it possible to easily 

compare the concepts with future financial performance. 

The results suggest that annual reports differ in terms of 

the concepts emphasized reflecting future financial 

performance. 



 9. FINANCIAL STATEMENTS  

There are 3 financial statements of a company 

• Balance sheets 

• Income statements 

• Cashflow statements 

 

Balance Sheets 

 this provides detailed information about a company’s assets, liabilities and 

shareholder’s equity.  

Assets, these are the things owned by a company that has volume. 

Liabilities, these are the amounts of money that the company owes to others. 

Shareholders Equity, this is the money liftoff when a company sells off all its assets to 

pay off its liabilities 

Formular Assets= Liabilities + Shareholder’s equity 

Income Statements 

This is a report that shows how much revenue a company has made over a certain 

period of time can be over a year. It tells you whether the company has made profit or 

not. 

  



Cashflow Statements 

This is a report that shows a company’s inflow and outflow.  

It shows whether the company has generated cash or not. 

It uses or reorders information from balance sheets and income statements. 

It includes 3 activities which are  

• Cash from operating activities 

• Cash from investing activities 

• Cash from financing activities  



 

INCOME STATEMENTS 

 

 

 

  



 

 

 

INTERPRETATION!!! 

The revenue from operations has been continuously increasing for the past five years 

right from March 2016 that was 251.241.00 up to 401.583.00 in March 2019.         

If we look at the profit/loss for the period it has also been continuously increasing 

from 2016 where it was 27,417.00 to 30,903.00 crore which means that’s a big profit 

in the industry. 

In Mar 2020 it shows that there is a slight decline in operating profit which resulted in 

a slumping revenue. Comparing with the previous year 2019 it was 401,583.00 and 

reduced to 365,202.00 crores in 2020 this explains that the lower the revenue, the less 

profits made. This could have resulted from the COVID 19 pandemic which strike in 

early March 2020 and it played a major role in affecting the industry in a way that it 

resulted in loss of customers, effect on supply chain, financial markets, markdown of 



prices and low sales on profitability. Therefore, this resulted in the slight change in the 

profits/loss for the period that went from 35,163.00 in 2019 to 30,903.00 crores 2020. 

 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         



BALANCE SHEET (2016-20) 

 

 

 

 

 

 

 

 

  



 

 

 

INTERPRETATION!!! 

As far as the capital is concerned it is somewhere around 3000 to 6000 crores of capital 

from Mar 2016-2020. Moreover, the total reserves in 2020 is up to 418,244.00 that is a 

big build up in the reserves. In the last 5 years the total reserves have been continuously 

increasing from 236,936.00 up to 418,244.00. 

However, the only negative concern which shows, is that their long-term borrowings 

have also increased a lot which is 118.098.00 in 2019 that’s what they are going to 

repair. 

 

  



CASHFLOW STATEMENTS (2016-20)   

 

  



  INTERPRETATION!!! 

This is the money they are generating into Reliance Industry per year for their day-to-

day operating activities. We can see that in March 2020 the net cashflow from 

operating activities is 76,560.00 meaning it’s a positive cashflow which concludes that 

there is profit. If it was negative it would mean that the company is losing money on 

its operatives and there are no profits. 

In total we can see that the Reliance Industry spent -142,652.00 on investment 

activities in 2020and its not much of a disadvantage because the money is spent back 

into the company 

Cash from investing activities is the amount of cashflow generated from investment 

that the business holds. If we look at the net cash from investing activities, we see that 

it has a negative amount this is because RIL is probably taking money investing in 

more supplies or stores or other businesses. 

Net cash from financing activities is shown to be negative in 2018 because the money 

is flowing out of the business to the shareholders that is why it is negative. The 

shareholders received -1,914.00Rs in paying off dividends. 

The Net change in cash is the amount of cashflow a business generates from taking 

new debts or paying off debts. It can also be defined as the amount of cash the 

business has and can be calculated by subtracting the total of Investment activities and 

Financing activities from Operating activities. If the there is a positive change in cash 

position then it’s for the benefit of the company. 



In 2017 we can see that the RIL had a negative change in the net cash position this is 

because the amount of the cash received that period was insufficient to cover its debts 

(obligations) for that time. 

We also see a positive change in 2018 because there were increase in sales hence more 

profits. 

  



   10.  RECOMMENDATIONS  

 

• Looking at investors for a good investment, I strongly advice that for them to 

obtain a handsome return on the stock they should invest in bits and pieces. 

• The company has to control over expenses, because the expenses is kept on 

increasing in all the years, and it results in decreasing in profit available for 

shareholders. 

• The company has to maintain adequate cash level to meet out its immediate 

requirement, because the company maintains less cash availability  

• The company inventories are kept on increasing from the beginning of the year, 

so it has to take necessary steps like sales promotion, advertising to clear the 

stocks because it affects the liquidity position. 

• The company has to properly utilize the assets efficiently to generate more profits, 

because in the year 2020, the company’s assets efficiency in generating profit is 

decreasing, slowly.  

 

 

 

  



11. LIMITATIONS OF THE STUDY 

 

• The study is restricted for a period of five years 

• The analysis is based on annual reports of the company 

 

  



12. CONCLUSIONS 

 

From the above analysis of the company’s financial statement, it is 

concluded that the company’s financial position is moderate because the 

company’s profitability positions fluctuate. So, after all the analysis, I would 

like to conclude that Reliance Industries Ltd has a decent financial 

management, still then there are some strategies which should be 

implemented and this will strengthen its financial position like for example 

in 2020 the sales and profits reduced due to COVID 19 which affected RIL 

together with its subsidiaries. The company should take care of its long-term 

borrowings by recovering the outstanding debts. 
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