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ABSTARCT 

Indian stock market has seen phenomenal and incredible growth in recent times. This is largely due to increased income level, 
change in investor’s behavior. The impact of annual performance on the price movement of the shares of the companies 
continues to be an important research question in finance. Some companies enjoy high price earnings ratio but share price 
shows negligible movement In this paper fundamental analysis of four companies has been performed for purpose of data 
analysis which includes economic analysis, industry analysis and company analysis. In this research GDP growth of India and 
industry, industrial output and growth rate have been analyzed. For analyzing the performance of the company quarterly 
financial reports are analyzed by using variables such as EPS, P/E, and Quality of Earnings ratio. Sample is chosen from the 
Automobile sector and listed companies with BSE.This companies have been selected as deliberate sample. This paper attempts 
to find the correlation between price movement of the shares and the performance of their respective companies. It is apparent 
that there are extremely wide day-to-day changes in the price quote on most of the stock exchanges.  It is not possible to say 
whether it is economic or psychological realities which are the major causes of the price fluctuations in the stock markets. This 
is an important issue, as it brings into account the analyzing the annual performance of companies and the price movements of 
the shares of that particular companies to the investors. 
 
Key words: Automobile sector, price movement, investors’ behavior Introduction. 
 
INTRODUCTION 
The automobile sector is a key player in the global and Indian economy. Indian automobile industry embarked on a new 
journey in 1991 with de licensing of the sector and subsequent opening up for 100 percent FDI through automatic 
route. In India, the automobile industry provides direct employment to about 5 lakh persons. It contributes 4.7 per cent 
to India’s GDP and 19 per cent to India’s indirect tax revenue.Till early 1980s; there were very few players in the 
Indian auto sector, which was suffering from low volumes of production, obsolete and substandard technologies. With 
de-licensing and opening up of this sector to FDI, the sector has grown rapidly due to the entry of global players The 
growth of Indian middle class with increasing purchasing power along with strong growth of economy over a past few 
years have attracted the major auto manufacturers to Indian market. From 2001-02 to 2005-06, the Indian automobile 
sector has grown at an average annual rate of over 18 per cent in terms of value of output at constant 1993-94 prices 
and the auto-component sector has grown at about 26 per cent. 
The impact of annual performance on the price movement of the shares of the companies continues to be an important 
research question in finance. Some companies enjoy high price earnings ratio but share price shows negligible 
movement. Conversely, some companies show abnormal price movement despite normal performance. Investors should 
consider whether the company’s share is a good value, it is not always that the stock should always be purchased of 
good performance of companies and sold on bad performance.  
Financial statements are an important source of information for the evaluating the performance and prospects of a firm. 
If properly analyzed and interpreted, the financial statements can provide valuable insights into a firm’s performance. 
Financial analysis may be done for many purposes which may range from a single analysis of a short term liquidity 
portion of the firm to a comprehensive assignment of strengths and the weakness of the firm in various areas.  
LITERATURE REVIEW: 
 
(Vashisht, January 2008) Analyzed the determinants of competitiveness in the Indian auto industry. The automobile 
sector is a key player in the global and Indian economy. The global motor vehicle industry (four-wheelers) contributes 5 
per cent directly to the total manufacturing employment, 12.9 per cent to the total manufacturing production value and 
8.3 per cent to the total industrial investment. 
(RAY, January 2012 )examine the trends in capacity utilization in the Indian automobile sector at aggregate level 
during post liberalized economic scenario and also  attempts to estimate the economic performance of Indian 
automobile industry in terms of capacity utilization at an aggregate level.  
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OBJECTIVES OF THE STUDY 
 
 To analyze of role of company performance in price movement of shares. 
 To study the various factors affecting the price movement of shares and company performance 
 
FACTORS CAUSING MOVEMENTS IN STOCK PRICE 
 
1.  New information 
Information is the key as it gives the market a reason to value a stock at a particular price level. The market will price 
the stock based on all the information that the public is aware of. As new information comes into the public realm, the 
market will adjust the prices up and down based on how the market perceives the information will affect the future 
earnings capacity of the company. 
2. Uncertainty:  
When the company will make profit in the future is far from certain. We should expect the stocks to bounce around a 
little bit because of the nervousness of the market about the future of the company. The uncertain future of the company 
will bring some volatility in share prices even during a period in which there is no new information. Companies that 
have established a performance record will tend to show less volatility as determined by uncertainty. 
 
3. Psychological factors 
Humans are behind the activities of the trading market. That means human characteristics are also factors in how share 
prices move.  Understanding human psychology is extremely important in evaluating investment opportunities because 
human psychology creates and accentuates many of the opportunities that investors can capitalize on. For example 
greed often causes stocks to go higher than they deserve to go. 
 
4. Supply and Demand 
While popular stocks like RIL and HDFC trade thousands of shares every day, the majority of the stocks that we can 
choose to invest do not have much liquidity. As a result stocks that trade smaller value of shares are subject to 
fluctuations more because of supply and demand. If a large shareholder wants to sell a large number of shares into the 
market with weak liquidity, the share holder can dramatically move share price. 
Four Automobile Companies for study: 

HERO HONDA MOTORS 
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Hero Honda Motorcycles is the World's biggest manufacturer of motorcycles (by quantity). Hero Honda is a 50:50 
joint venture that began in 1984 between the Hero group of India and Honda from Japan. It has been the world's biggest 
manufacturer of 2-wheeled motorized vehicles since 2001, when it produced 1.3 million motorbikes in a single year. 
Hero Honda's Splendor is the world's largest selling motorcycle. Its 2 plants are in Dharuhera and Gurgaon, both in 
Haryana, India. It specializes in dual use motorcycles that are low powered but very fuel efficient. 

TATA MOTORS LTD 

Tata Motors Limited 

Type Public  

Founded 1960 

Headquarters Mumbai, India 

Industry automotive 

Products commercial vehicles 

Net Profit Rs.356.7 crores (2008-09) 

Website www.tatamotors.com 

 

Tata Motors Limited, formerly known as TELCO (TATA Engineering and Locomotive Company), is India's largest 
passenger automobile and commercial vehicle manufacturing company. It is also the world's 5th largest commercial 
vehicle manufacturer. It is part of the Tata Group. Tata Motors is widely credited for putting India on the automotive 
map by designing and developing its own range of cars. Tata Motors date back to 1945 when they started making 
Trains. Tata Motors was first listed on the NYSE in 2004. Tata Motors had created the wealth Rs 320bn during 2001-
2006 and stood among top 10 wealth creators in India. Tata Motors and the Fiat group have signed a new 
memorandum of understanding (MoU) to establish a 50:50 joint venture to manufacture passenger vehicles, engines 
and transmission systems for both domestic and export markets. 

MARUTI SUZUKI INDIA LTD 

Maruti Suzuki India Ltd 

Type Public  

Founded 1981 

Headquarters Gurgaon, Haryana, India 

Key people Mr. R. C. Bhargava, Chairman 

Mr. Shinzo Nakanishi, MD & CEO 

Industry Automotive 

Products Passenger cars 

Net Profit Rs.1219 crores (2008-09) 

Website http://www.marutisuzuki.com/ 

Maruti Suzuki India Ltd is a publicly listed company in India. It is a leading four-wheeler automobile manufacturer 
in South Asia. Suzuki Motor Corporation of Japan has the controlling stake in the company. It was the first company in 
India to mass-produce and sell more than a million cars. It is largely credited for having brought in an automobile 
revolution to India. To this day it is the market leader in India in its segment. 
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The old logo was only of Maruti Udyog Limited later the logo of Suzuki Motor Corp. was also added to it. Maruti 
Suzuki India Ltd is one of India's leading automobile manufacturers and the market leader in the car segment, both in 
terms of volume of vehicles sold and revenue earned, 18.28% of the company is owned by the government, and 54.2% 
by Suzuki of Japan.  

MAHINDRA & MAHINDRA LTD. 
 
 

 
 
 
 

 

 

 

 

 

 

 

Mahindra & Mahindra Limited (M&M) is a major automaker in India. It is the flagship company of the Mahindra 
Group. The company was set up in 1945 as Mahindra & Mahindra. It traded steel with suppliers in England and the 
United States.    M&M soon branched out into manufacturing agricultural tractors and light commercial vehicles 
(LCVs). It later expanded its operations to secure a significant presence in many more important sectors. The company 
has now transformed itself into a group that caters to the Indian and overseas markets with a presence in vehicles, farm 
equipment, information technology, trade and finance related services, as well as infrastructure development. 

VARIABLES USED FOR THE STUDY 
1. P/E   - Price – to – Earnings Ratio 
2. EPS  - Earnings per share 
3. Quality of Earnings 

 

METHODOLOGY OF STUDY 
a) Research design: Descriptive 
In descriptive research design withought affecting various factors data is put forth as it is. This is the type of data where 
different factors cannot be changed. Hence, descriptive research design has been chosen. 
 
b)  Population: it consists of 30 companies of BSE’s Sensex having different sectors.  
Since, BSE 30 index has companies which have good performance, significant market capitalization, well corporate 
governance record, well diversification and true representative of respective sectors 
 
c )  Sample design: Non-probability sampling  
Automobile sector having four companies namely Hero Honda Motors ltd, TATA Motors ltd, Mahindra and Mahindra 
ltd and Maruti Suzuki India ltd are part of Sensex have been selected as a sample. 
 
d)   Data collected from Annual reports, balance sheet, and profit and loss account of companies. Macroeconomic 
numbers of central statistical organization.  
 
e) Equity research reports and books related to topic. 
 
f) Statistical technique: Graphs and charts have been used for analysis of data. 

Mahindra & Mahindra Limited 

Type Public 

Founded 1945 

Key people Keshub Mahindra (Chairman),  

Anand G.Mahindra (Vice-Chairman & Managing Director) 

Industry Automotive and Tractor 

Products utility vehicles 
commercial vehicles 
tractor 

Net Profit Rs.828.5 crores (2008-20089)  

Website http://www.mahindra.com/ 
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ECONOMIC ANALYSIS 
 
The level of economic activity has as impact on price movement of share and company performance in many ways. If 
the company grows rapidly, the industry can be expected to show rapid growth and vice-versa. When the level of 
economic activity is high stock prices are high reflecting the prosperous outlook for sales and profits of the firms. 
 
GDP GROWTH RATE 
 

Table 1 
 

Years GDP growth rate 
2003-2004 8.5 
2004-2005 7.5 
2005-2006 9.5 
2006-2007 9.7 
2007-2008 9.0 

2008-09 6.7 
(Source:  Exim bank repor t  on  India’s macroeconomic indicator )  

 

 
Figure 1 

 
Observation: GDP growth rate of India has gone down by some extend in 2007-08 and 2008-09. This is due to global 
slowdown. This may have some impact on automobile industry. 
 
CONTRIBUTION OF INDUSTRY TO THE ECONOMY 

Table 2 
Years Share in GDP 

2003-2004 25.6 
2004-2005 26.2 
2005-2006 26.4 
2006-2007 26.7 
2007-2008 26.5 

2008-09 25.8 
(Source:  Exim bank repor t  on  India’s macroeconomic indicator )  

 

 
Figure 2 
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Observation: GDP share has been declining since 2006-07 but it is still significant. That is still one fourth of total 
industry GDP. 
 
GDP GROWT RATE OF INDUSTRY 

Table 3 
Years GDP growth rate 

2003-2004 7.4 
2004-2005 10.3 
2005-2006 10.2 
2006-2007 11.0 
2007-2008 8.1 
2008-2009 3.9 

 
(Source:  Exim bank repor t  on  India’s macroeconomic indicator )  
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Figure 3 

 
Observation: GDP growth rate of automobile industry has declined at steeper rate. This may have a serious impact and 
a worrying thing for automobile industry. 
 

INDUSTRY ANALYSIS 
 
An investor ultimately invests his money in the securities of one or more specific companies. Each company can be 
characterized as belonging to as industry. The performance of companies would, therefore, be influenced by the fortune 
of the industry to which it belongs. For this reason as analyst has to study the fundamental factors affecting the 
performance of different countries. 
An industry is a group of firms that have similar technological structure of production and produce similar products. 
An industry is defined as “a group of firms producing reasonably similar products, which serve the same needs of a 
common set of buyers” 
 
Total production of automobile industry: 

Table 4 
Years Total production 

2002-2003 6759392 
2003-2004 7229443 
2004-2005 8461000 
2005-2006 9802915 
2006-2007 11087997 
2007-2008 10833948 
2008-2009 11178500 
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(Source: www.ibef.org) 
 

 
Figure 4 

 
 
Observation: Total production of automobile industry is sustainable. This is significant for automobile industry as a 
whole. This indicates that demand is still sustainable. 
Growth rate of automobile industry: 

Table 5 
 

Years Growth rate % 
2002-2003 18.1 
2003-2004 15.1 
2004-2005 16.8 
2005-2006 15.86 
2006-2007 13.75 
2007-2008 12.17 
2008-2009 11.5 

(Source: auto.indiamart.com/cars/car-statistics/production.html) 
 

 
Figure 5 

 
Observation:  Though demand is sustainable. But, growth has been declining significantly. The one reason may be 
global slowdown that has brought down growth rate in recent times.  

COMPANY ANALYSIS 
 
Hero Honda Motors Limited                 

Table 6 
 FY08 FY09 
Sales 10332 12319 
EBITDA 1349 1710 
PAT 968 1282 
EPS 48 64 
OPM 13.06% 13.88% 

NPM 9.20% 10.22% 
P/E 15.3 17.6 
P/BV 4.6 5.6 
ROE (%) 31.1% 32.5% 
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ROCE (%) 29.8% 31.9% 
 

 Q2FY10 Q1FY10 Q2FY09 Q-o-Q Y-o-Y 
Volumes 1183235 1118987 972095 5.7% 22% 
Net Sales 4059.4 3822.4 3189.7 6.2% 27% 
Total Expenditure 3315.5 3172.3 2767.2 4.5% 20% 
EBIDTA (Excl OI) 744.0 650.1 422.6 14.4% 76% 
Operating Margin 18.33% 17.01% 13.25% 132bps 508bps 
Other Income 68.7 42.5 66.2 61.7% 4% 
EBIDTA (Incl OI) 812.7 692.6 488.8 17.3% 66% 
Operating Margin 20.0% 18.1% 15.3% 190bps 470bps 
Interest -6.1 -5.5 -8.3 11.7% -27% 
Depreciation 50.3 45.6 46.6 10.4% 8% 
PBT 768.4 652.5 450.5 17.8% 71% 
Tax 171.5 152.4 144.2 12.6% 19% 
Tax Rate 22.32% 23.35% 32.00% (968)bps (965)bps 
Reported Profit 
After Tax 

596.9 500.1 306.3 19.4% 95% 

Net Profit Margin 14.46% 12.94% 9.41% 152bps 505bps 
EPS 29.9 25.0 15.3 19.4% 95% 

 
(Source: annual reports of Hero Honda Motors, www.krchoksey.com) 

 
Tata Motors Ltd.                                                        

Table 7 
 

 FY08 FY09 
Sales 28,730.8 25,471.2 
EBITDA 3,028.0 1,562.9 
PAT 1,865.9 356.7 
EPS 52.6 19.5 
OPM 10.54% 6.16% 
NPM 6.49% 1.4% 
P/E 6.9 18.7 
P/BV 1.8 2.1 
ROE (%) 27.6% 9.4% 
ROCE (%) 17.8% 12.4% 
Dividend Yield (%) 2.7% 3.0% 

 
 Q4FY09 Q3FY09 Q4FY08 Q-o-Q Y-o-Y 
Net Sales 6,705.3 4,758.6 8,749.5 41% -23% 
Total Expenditure 6,307.8 4,680.7 7,829.5 35% -19% 
EBIDTA (Excl OI) 397.5 77.9 920.0 410% -57% 
Operating Margin 5.9% 1.6% 10.5% 429bps (459)bps 
Interest 244.7 168.4 (48.6) 45% -603% 
Depreciation 289.2 201.7 177.6 43% 63% 
Exceptional items 338.9 226.5 - 50% 0% 
PBT 729.8 (419.2) 698.1 -274% 5% 
Tax 138.4 (156.0) 161.8 -189% -14% 
Tax Rate 19% 37% 23% (1823)bps (421)bps 
Reported Profit 
After Tax 

591.4 (263.3) 536.3 -325% 10% 

Extra - ordinary items (709.8) 226.7 103.6 -413% -785% 
Adjusted Profit After 
Extra-ordinary item 

(118.4) (36.6) 639.9 223% -119% 

 
(Source: annual reports of Tata Motors, www.krchoksey.com) 



International Journal of Application or Innovation in Engineering & Management (IJAIEM) 
Web Site: www.ijaiem.org Email: editor@ijaiem.org, editorijaiem@gmail.com  

Volume 2, Issue 6, June 2013   ISSN 2319 - 4847 
 

Volume 2, Issue 6, June 2013 Page 139 
 

 
Maruti Suzuki India Ltd                                    

Table 8 
 FY08 FY09 
Sales 17,860 20,853 
EBITDA 2,167 1,832 
PAT 1,731 1,219 
EPS 60.0 42 
OPM 12% 9% 
NPM 10% 6% 
P/E 22 31 
ROE (%) 23% 14% 
ROCE (%) 30% 17% 

 
 Q1FY10 Q4FY09 Q1FY09 Q-o-Q Y-o-Y 
Net Sales 6,493.0 6,432.9 4,753.6 1% 37% 
Total Expenditure 5,699.8 5,983.6 4,289.9 -5% 33% 
EBIDTA (Excl OI) 793.2 449.3 463.6 77% 71% 
Operating Margin 12.2% 7.0% 9.8% 523bps 246bps 
Other Income 216.5 105.4 328.8 105% -34% 
EBIDTA (Incl OI) 1,009.7 554.7 792.4 82% 27% 
Operating Margin 15.6% 8.6% 16.7% 693bps (112)bps 
Interest 6.3 8.9 16.83 -29% -63% 
Depreciation 196.1 197.1 166.1 -1% 18% 
PBT 807.3 348.7 609.5 131% 32% 
Tax 223.8 105.6 143.7 112% 56% 
Tax Rate 27.7% 30.3% 23.6% (256)bps 414bps 
Reported Profit 
After Tax 

583.5 243.1 465.9 140% 25% 

Net Profit Margin 9.0% 3.8% 9.8% 521bps (81)bps 
EPS 20.2 8.4 16.1 140% 25% 

 
(Source: annual reports of Maruti Suzuki, www.krchoksey.com) 

 
MAHINDRA & MAHINDRA LTD                            

Table 9 
 FY08 FY09 
Sales 11541.3 13093.7 
EBITDA 1366.6 1092.6 
PAT 973.1 828.5 
EPS 36.6 32.0 
OPM 11.8% 8.3% 
NPM 8.4% 6.3% 
P/E 19.0 32.1 

 
 Q2FY10 Q1FY10 Q2FY09 Q-o-Q Y-o-Y 
Net Sales 4465.0 4229.5 3305.7 5.6% 35.1% 
EBIDTA  831.2 609.0 198.1 36.5% 319.6% 
Profit 
After Tax 

702.9 400.9 246.7 75.4% 185.0% 

Operating Margin 18.6% 14.4% 6.0% 420bps 1260bps 
Net Profit Margin 15.7% 9.5% 7.5% 620bps 820bps 
EPS 25.73 14.70 8.15 75.0% 215.7% 

 
(Source: annual reports of Mahindra and Mahindra, India bulls research) 
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Graph for EPS                         Figure for table 6 TO 9  
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Graph for P/E                        Figure for table 6 TO 9 
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Quality of Earnings                                                      Table 10 
 

Company Name Quality of Earnings 

Hero Honda Motors 0.94 

Mahindra and Mahindra 0.51 

Maruti Suzuki 1.02 

Tata Motors 0.28 
 

 
Figure 11 
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(Source: annual reports of Hero Honda Motors, Tata Motors, Maruti Suzuki and Mahindra and Mahindra) 

 Findings and Recommendations: 
Besides looking at the company performance the investor should analyze the economy and the 
industry as a whole. 
1) It is better to invest in companies with good market value, good performance in revenue and one 
should consider the various factors affecting the performance before investing. 
2) Even though the industry may perform well, several ratios like, financial ratios, growth ratios, 
sales etc. should be properly analyzed with reference to that company and also with the industry. 
3) As P/E ratio is directly related to market price per share and the Earnings per share while looking 
at the P/E ratio one should analyze the return and go for better portfolio. 
4) A higher P/E ratio indicates that the stocks are extremely overvalued. If the firm does not earn a 
huge growth of earnings it will increase the amount paid by each investor to the share. 
5) One should make use of quarterly financial results for fundamental analysis to get the reliable & 
relevant information which can prove to be vital in buying decisions. 
6) Speculative news does play an important role in price movement. But, eventually company 
performance is the sole factor that matters. That is speculation makes changes for a very short term. 
Hence, prudent investor should opt for fundamental analysis in order to have better results.     
CONCLUSION 
Investors are interested in predicting the future behavior of stock market. The investor should look at the price 
movements of the particular company over the years and should go for better portfolio. The actual status, future plans of 
the organization, information which can affect buying decisions etc. is available in financial results which is very vital 
for analysis. Speculative or sentimental factors do play a role in price movement of shares. But, it is only a short-term 
effect, in long term annual performance is sole factor responsible for price movement.   
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