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Abstract 

The study has been done to analyse 

liquidity position of selected five 

information technology companies in 

India. The study used ratio analysis, mean, 

standard deviation (SD) and co-efficient of 

variation (CV) as tools for analysis.  The 

study found that liquidity position in terms 

of current ratio and absolute liquid ratio is 

good in case of Infosys Ltd., but the ratio 

is abnormally high. Current ratio is good 

in case of other companies, whereas 

absolute ratio also good in other 

companies except Tech Mahindra.  TCS 

and HCL utilized their working capital 

efficiently to increase their income and it 

was not good in case of Infosys.  Average 

collection period is low in all companies, 

but it is comparatively high in case of 

Tech Mahindra and HCL.  Infosys had 

very low cash turnover ratio, it indicates 

very high holding of cash balance, whereas 

the ratio was very high incase of Tech 

Mahindra.  Infosys held very high amount 

of cash in hand and at bank, it is suggested 

that the company may divert the cash to 

short term liquidity, it will help the 

company to get additional income through 

return on investment without affecting 

liquidity. 

Key words: Liquidity, current ratio, 

collection period, cash turnover, working 

capital. 

Introduction 

Financial Management is one of the 

essential aspects of management of an 

Organisation, since finance is the life 

blood of any business activity. 

Requirement of finance is a permanent one 

and it should be managed efficiently for 

the success of a business. Finance is 

required for both long-term and short-

term. Long-term finance is required for 

establishment of business such as, 

purchase of land, buildings, plant and 

machinery and so on. Most of the 

requirements are needed at the time of 

establishment of the business or at the time 

of expansion. A business organization also 

requires short-term finance for its day to 

Paper ID: 13170308 

 
 



Emperor International Journal of Finance and Management Research [EIJFMR]  ISSN: 2395-5929 

 

@Mayas Publication Page 71 
 

day activities. Short-term finance is 

needed to pay salary, wages, rent, 

telephone bill, electricity expenses so on. 

Current assets and current liabilities are 

the components of short-term finance, 

which is termed as working capital. Value 

of both current assets and current liabilities 

are both changing, since they are created 

on account of operations of the business. 

Current assets are sundry debtors, 

inventory, cash and bank balances, short 

term investments, short term loans and 

advances and so on. Current liabilities are 

sundry creditors, bank overdrafts, short 

term loans and so on.  A business 

organization should be in a position to 

repay its short term financial obligations 

(current liabilities) by realizing its current 

assets; otherwise it will fail in liquidity 

performance. Inefficient working capital 

management will give adverse effect to the 

business sometimes even to the extent of 

bankruptcy. Hence, working capital 

management of any business organization 

is very essential. 

In case of Manufacturing companies, there 

are more creditors, since they purchase 

raw materials on credit and they have more 

debtors through credit sales and there 

value of stock is also high. Hence liquidity 

management of manufacturing companies 

is very critical because they have more 

external short-term financial obligations 

(creditors). But in case of service sector 

companies especially information 

technology (IT) companies, they do not 

have more creditors since they do not have 

credit purchases. Major portion of 

creditors are due to their employees 

towards salary, bonus and other 

remunerations. So IT companies do not 

have major liquidity problems. Generally, 

their current assets are several times more 

than their current liabilities. Creditors due 

to employees are internal financial 

obligations, so chances of liquidity 

problems in IT companies are peculiar. So 

the researchers have analysed liquidity 

performance of selected IT Companies in 

India. 

Literature Review 

Selvakumar and Paneerselvam S (2014) 

undertook a study to analyse financial 

performance of three software companies 

in India. The study evidenced that the 

overall financial performance of TCS was 

comparatively good and the performance 

of Infosys was somewhat satisfactory.  

Bhavesh Chadamiya and Vijay Pithadia 

(2012) undertook a study to measure cash 

management of selected IT companies in 

India.  The study evidenced that the quick 

ratio and cash ratio of Infosys Ltd was 

higher than Wipro Ltd. Current ratio of 

Infosys for 4 years except for base year 

was higher than Wipro Ltd and T-test 

suggested that there is no uniformity in 

both companies.  Asma Khan and Jyoti 
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Singhal (2015) undertook a study to 

analyse the performance of selected three 

IT industries. The study found that the 

performance of HCL Technologies was 

satisfactory except in Return on net worth 

and Return on long  term funds, Where as 

in case of Tech Mahindra, Return on net 

worth and Return on long term funds is 

satisfactory. Shenbagam Kannappan 

(2015) undertook a study on Financial 

position and Performance Analysis with 

special reference to Tata Consultancy 

Services. The study evidenced that “Tata 

Consultancy Services” Liquidity and 

Solvency position are considered 

satisfactory. 

Statement of the Problem 

Financial management is very essential 

aspect in the management of any type of 

business organization.  There are many 

aspects in financial management, among 

them liquidity performance is very 

important, since poor liquidity 

performance of a company will lead it to 

adverse results some times even to 

bankruptcy.  Every industry has its own 

features and financial characteristics.  

Information technology industry is one of 

the progressing industries in India.  It 

supports other industries by providing 

technology and other ways.  Many 

investors in India have invested in shares 

of IT companies.  IT companies do not 

have inventory, hence their current assets 

and liquid assets will be identical and this 

type of companies held more cash 

balances, less creditors and other features.  

Hence it is necessary to study liquidity 

position of IT companies. 

Objectives  

The study has been made with the 

following objective. 

 To analyse liquidity position of 

selected IT companies in India. 

Methodology 

The study has been done with secondary 

data.  Accounting data were required, they 

were collected from financial reports of 

respective companies extracted from 

Annual reports.  Annual reports of the 

companies were collected from their 

official websites.  The study used ratio 

analysis as financial tool and also used 

mean, standard deviation (SD) and co-

efficient of variation (CV) as statistical 

tools.  The study has selected top five IT 

companies in India in terms of their 

turnover, they are Tata Consultancy Ltd. 

(TCS), Infosys Ltd. (Infosys), Wipro Ltd. 

(Wipro), Tech Mahindra Ltd. (TM) and 

HCL Technologies Ltd. (HCL).  The 

researchers have calculated working 

capital turnover ratio, current ratio, 

absolute liquid ratio, average collection 

period and cash turnover ratio for 

analyzing liquidity position of the 

companies. 
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Analysis and Discussion 

The study has calculated working capital 

turnover ratio, current ratio, absolute liquid 

ratio, average collection period and cash 

turnover ratio for analyzing liquidity 

position of selected IT companies in India.  

Table 1 presents the results of working 

capital turnover ratio with mean, SD and 

CV.

Table 1:  

Working Capital Turnover Ratio 

Year Infosys TCS Wipro TM HCL 

2006-07 1.73 3.19 2.17 5.01 3.10 

2007-08 1.52 2.58 1.76 4.34 6.60 

2008-09 1.47 3.12 2.21 3.16 2.13 

2009-10 1.18 2.15 1.58 3.24 1.40 

2010-11 1.20 6.74 2.37 4.08 2.72 

2011-12 1.27 5.40 2.71 18.96 6.36 

2012-13 1.31 3.66 2.82 -26.73 3.19 

2013-14 1.34 3.00 2.28 3.37 1.98 

2014-15 1.37 3.26 1.94 3.65 1.64 

2015-16 1.45 2.52 1.67 3.19 1.07 

Mean 1.38 3.56 2.15 2.23 3.02 

SD 0.17 1.42 0.42 11.26 1.95 

CV 11.99 39.98 19.45 505.57 64.69 

 

Table 1 shows that working capital turnover ratio of Infosys Limited found to be low during 

the study period. Mean value of the ratio is 1.38 times. It indicates that, efficiency of Infosys 

in terms of utilization of working capital to increase their income is not good. Working 

capital turnover ratio of TCS is good during the study period, its mean value is 3.56 times. It 

indicates that efficiency of TCS in terms of utilization of working capital to increase their 

income is good. Working capital turnover ratio of Wipro is found to be moderate during the 

study period, its mean value is 2.15 times. It indicates that, the efficiency of the company in 

terms of utilization of working capital to increase their income is satisfactory.  The working 

capital turnover ratio of Tech Mahindra is good during the study period, the mean value of 

the ratio is 2.23 times. This indicates efficiency of Tech Mahindra in terms of utilization of 

working capital.  Deviation in the ratio was low in case of Infosys, TCS and Wipro, it was at 

moderate level in case of HCL and it was high for Tech Mahindra.  Table 2 presents the 

results of current ratio of the selected IT companies. 

 



Emperor International Journal of Finance and Management Research [EIJFMR]  ISSN: 2395-5929 

 

@Mayas Publication Page 74 
 

Table 2: Current Ratio 

Year Infosys TCS Wipro TM HCL 

2006-07 7.71 3.89 3.10 2.10 2.35 

2007-08 8.24 4.06 4.00 2.34 1.40 

2008-09 10.35 3.00 2.71 3.03 2.05 

2009-10 11.59 4.26 4.20 3.46 3.18 

2010-11 12.72 1.72 2.10 3.10 2.63 

2011-12 11.70 1.87 2.03 1.16 1.45 

2012-13 10.89 2.46 1.76 0.91 1.88 

2013-14 9.48 2.84 2.19 2.15 2.62 

2014-15 7.54 2.46 2.30 2.26 3.23 

2015-16 6.85 3.01 2.71 2.29 3.90 

Mean 9.71 2.96 2.71 2.28 2.47 

SD 2.04 0.88 0.83 0.80 0.81 

CV 21.01 29.89 30.68 35.22 32.85 

Table 2 states that, current ratio of Infosys Limited is found to be high during all the years of 

study period.  It was observed that more than fifty percent of current assets are occupied by 

cash and bank balance. It reveals that the company has unproductive current assets. Current 

ratio of TCS seems to be ideal during all the years of the study period. The mean value of 

current ratio is 2.96:1; it shows good liquidity position of the company in terms of current 

ratio. Current ratio of Wipro seems to be ideal during all the years of the study period. The 

mean value of current ratio of the company is 2.71; this shows good liquidity position of the 

company.  The mean value of current ratio of Tech Mahindra is 2.28. This shows good 

liquidity position of the company in terms of current ratio. Current ratio of HCL seems to be 

ideal during all the years of study period. The mean value of current ratio is 2.47. This shows 

good liquidity position of the company in terms of current ratio. Low level of deviation was 

found in current ratio for all the selected companies.  Table 3 presents the results of absolute 

liquid ratio of the selected companies. 

Table 3: Absolute Liquid Ratio 

Year Infosys TCS Wipro TM HCL 

2006-07 4.71 1.06 1.63 0.20 0.74 

2007-08 4.34 1.23 1.54 0.13 0.45 

2008-09 6.00 0.86 1.09 1.33 0.62 

2009-10 7.54 2.03 1.86 0.24 1.01 

2010-11 8.13 0.56 0.97 0.33 0.87 

2011-12 8.18 0.43 0.88 0.15 0.43 

2012-13 7.31 0.46 0.86 0.11 0.71 

2013-14 6.49 1.08 1.10 0.67 1.58 

2014-15 5.02 1.05 1.20 0.54 1.89 

2015-16 4.34 1.51 1.49 0.81 1.97 

Mean 6.20 1.03 1.26 0.45 1.03 

SD 1.54 0.49 0.35 0.39 0.58 

CV 24.83 48.08 27.52 87.25 56.26 
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Table 3 shows that absolute liquid ratio of Infosys Limited is very high during all the years of 

the study period. Hence, liquidity position of Infosys Limited in terms of absolute liquid ratio 

is good.  Absolute liquid ratio of TCS seems to be good during all the years of study period. 

Mean value of the ratio was 1.03.  Absolute liquid ratio of Wipro also seems to be good 

during the years of the study period, since its mean value of the ratio was 1.26.  Absolute 

liquid ratio of Tech Mahindra seems not to be good during the years of the study period. The 

ratio was one and less than one for all years of study period except during 2008-08.  Absolute 

liquid ratio of HCL seems to be good during all years of study period. Mean value of the ratio 

was 1.03. Moderate level of deviation was found in the ratios for all companies except Tech 

Mahindra, in that case deviation was wide.  Table 4 presents the results of average collection 

period of selected IT companies. 

Table 4: Average collection period 

Year Infosys TCS Wipro TM HCL 

2006-07 61.83 67.42 66.55 104.75 61.80 

2007-08 69.13 72.06 74.69 104.25 74.74 

2008-09 59.58 62.08 77.18 72.28 110.02 

2009-10 53.70 52.38 76.94 79.23 144.92 

2010-11 57.94 58.93 78.21 69.28 86.90 

2011-12 59.62 80.02 88.36 85.44 78.98 

2012-13 59.60 80.72 89.79 84.81 76.68 

2013-14 57.07 77.92 77.31 87.60 68.59 

2014-15 62.18 79.68 68.01 80.25 71.16 

2015-16 62.75 77.63 66.95 85.21 103.52 

Mean 60.34 70.88 76.40 85.31 87.73 

SD 4.09 10.16 8.08 11.70 25.16 

CV 6.78 14.33 10.57 13.71 28.68 

 

Table 4 shows that average collection period of Infosys Limited is found to be low during the 

study period. Mean value of the ratio is 60 days, It shows that collection efficiency of Infosys 

Limited was good. Average collection period of TCS was found to be low during the study 

period. Mean value of the ratio is 71 days,  it shows that collection efficiency of TCS was 

also good.  Average collection period of Wipro is found to be low but slightly higher than 

Infosys and TCS. Mean value of the ratio is 76 days, it shows that, the collection efficiency of 

Wipro is satisfactory.  Average collection period of Tech Mahindra and HCL are 

comparatively high, mean value of the ratio is more than 80 days, hence their collection 

efficiency is comparatively not good. The results of mean, SD and CV indicate low level of 

deviation from the mean value.  Table 5 presents the results of cash turnover ratio of the 

selected IT companies. 
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Table 5: Cash Turnover Ratio 

Year Infosys TCS Wipro TM HCL 

2006-07 2.47 27.20 7.55 109.51 11.05 

2007-08 2.54 35.98 4.77 45.48 6.97 

2008-09 2.30 13.67 4.77 8.70 3.62 

2009-10 2.25 6.84 4.20 33.15 5.31 

2010-11 1.75 9.54 5.19 26.22 7.30 

2011-12 1.69 12.67 5.28 38.23 8.84 

2012-13 1.91 12.49 4.43 21.79 4.59 

2013-14 1.95 5.39 3.82 5.79 2.17 

2014-15 1.83 4.73 2.79 10.60 2.08 

2015-16 1.95 18.64 3.95 6.72 1.66 

Mean 2.06 14.72 4.68 30.62 5.36 

SD 0.30 10.05 1.25 31.05 3.15 

CV 14.69 68.30 26.65 101.40 58.71 

 

Table 5 states that cash turnover ratio of 

Infosys Limited is low during the study 

period. Mean value of the ratio was 2.06 

times, it seems to be low and therefore the 

company held more cash and bank 

balances. Cash turnover ratio of TCS is 

fluctuating during the study period.  Mean 

value of the ratio was 14.72 times. It 

seems to be high and therefore the 

company held low cash and bank balances. 

Cash turnover ratio of Wipro is good 

during the study period.  Mean value of the 

ratio was 4.68 times, it seems to be low 

and therefore the company held more cash 

and bank balances. Cash turnover ratio of 

Tech Mahindra is highly fluctuating during 

the study period. Mean value of the ratio 

was 30.62 times, it seems to be high and 

therefore the company held low cash and 

bank balances. Cash turnover ratio HCL is 

good during the study period.  Mean value 

of the ratio was 5.36 times, it seems to be 

low and therefore the company held more 

cash and bank balances.  

Conclusion 

Information technology industry is one of 

the leading industries in India.  It helps the 

economy in many ways, such as providing 

employment opportunities, increasing 

standard of living of the people by paying 

high salary, considerable contributing to 

national GDP, bringing foreign currency 

and so on. Liquidity is a sensitive aspect to 

manage in the area of financial 

management. Hence, the study has been 

made with the objective of analyzing 

liquidity position of top five information 

technology companies in India.  The study 

found that liquidity position in terms of 

current ratio and absolute liquid ratio is 
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good in case of Infosys Ltd., but the ratio 

is abnormally high. Current ratio is good 

in case of other companies, whereas 

absolute ratio also good in other 

companies except Tech Mahindra.  TCS 

and HCL utilized their working capital 

efficiently to increase their income and it 

was not good in case of Infosys.  Average 

collection period is low in all companies, 

but it is comparatively high in case of 

Tech Mahindra and HCL.  Infosys had 

very low cash turnover ratio, it indicates 

very high holding of cash balance, whereas 

the ratio was very high incase of Tech 

Mahindra.  Infosys held very high amount 

of cash in hand and at bank, it is suggested 

that the company may divert the cash to 

short term liquidity, it will help the 

company to get additional income through 

return on investment without affecting 

liquidity. 
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