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Abstract

The objectives of this study were to analyze the financial status and the capital
structure of 10 Thai corporations in cement industry from 1994 — 1998. The study was divided
into 2 sections. Firstly, to study the effects of financial status on the business operations : liquidity
position and working cash flow, which included the financial ratios of the company, using
financial ratios, common size statement, trend analysis, statement of changes in financial position
study as well as Du Pont system analysis. Secondly, to study the analysis of capital structure and
long term solvency, using the Z-Score Model to indicate the capital stability of the company, The
data employed in the study obtained from the financial statement of each company in December
from 1994 — 1998, During the period of the study, the cement industry company of Thailand was
encountered by the economic crisis in 1997. The hard situation caused many difficulties in the
administration tasks ie., liquidity position problems, cash flow insufficiency on debt paying,
resulting from the collapsibility of construction business. Besides, the company happened to
encounter some risks, which were influential to the company’s earning power and capital

stability.

Alternatively, it was found that the mean value of the company’s financial status
was better than other cement industry company in many aspects. 1) Liquidity ratios, average
current ratio of industry index was 0.65. The companies having better liquidity position than the
mean value were The Universal White Cement Company limited, The Thai Sathapana Company

limited, The Siam City Cement Public Conzpany limited, The Siam Cement Public Company



limited, The Asia Cement Public Company limited, ranking with the mean value index higher
than current ratio index of cement industry 8.66, 1.75, 0.92, 0.82 and 0.80, respectively. 2)
Leverage ratios, average debt on equity ratio of industry index was 3.18. Regarding an analysis
of leverage capacity, the ratios of many companies were higher than the mean value such as The
Siam Cement Public Company limited, ranking with the mean value index higher than average
debt on equity ratio index of cement industry 4.16. 3) Activity gratios, average collection days
and working flow ratios of the inventory of cement industry was 42 days and 57 days,
respectively. With respect to and analysis of activity capacity, The Siam Cement Public Company
limited had a collection debt period and working flow ratios of the inventory, 34 days and 24
days, respectively, The Siam Cement (Lampang) Company limited had a collection debt period
and working flow ratios of the inventory, 10 days and 48 days, respectively. 4) The profitability
analysis revealed that the industry had no rate of return during the period of the study due to the

economic crisis beginning in 1997.

Results from trend income of the two group company increased every year
before a period of the crisis. The cement companies listed in The Stock Exchange of Thailand,
total average revenues increaséd in 1995, 1996 and 1997 was 15.25%, 25.04% and 4.12%,
respectively. The small cement companies, total average revenues increased in 1995, 1996 and
1997 was 20.05%, 45.42% and 233.05%, respectively. Because the expansion of capacity , total
average revenues increased every year before the crisis. Expenses increased every year because
cost of goods sold increased by the expansion of production. The investment of the expansion of
capacity from debts, interest expenses of the cement companies in The Stock Exchange of
Thailand increased in 1995, 1996, 1997 and 1998 was 33.14%, 2.67%, 74.92% and 58.94%,
respectively. The interest expenses of small cement companies increased in 1995, 1996, 1997 and
1998 was 13.33%, -92.94%, 10,766.67% and 69.17%, respectively. The return on equity
decreased by interest expense. This made the accumulating income of each company less than
loss of that year and many companies had to do the debt restructuring with their creditors
including the recovery operation planning to propose them with the expansion of cash budget
returning and interest. The Siam City Cement Public Company limited, The Jalapratha Cement
Public Company limited and The TPI Polene Public Company limited had less financial ratios in

*

terms of the activity capacity than the mean value of the overall industry. It was plausible to '



conclude that the activity capacity was necessary in a period of the crisis. The Siam Cement
Public Company limited for example had a high debt and suffered badly from the economic crisis

without doing and recovery operation planning.

The study of an analysis of capital structure and long term solvency indicated
that the mean value of the Z-Score index of the cement industry company of Thailand was
1.1924. The index was regarded as a norm indicting the company’s financial stébility. There
were 4 companies namely, The Siam City Cement Company limited, The Siam Cement Company
limited, The Siam Cement (Lampang) Company limited and The Universal White Cement
Company limited, ranking rwith the mean value index higher than index of the whole industry
1.5051, 1.4063, 1.3474 and 7.1938, respectively. These four companies have a financial stability.
There were 6 companies namely, The TPI Polene Public Company limited, The Asia Cement
Public Company limited, The Jalaprathan Cemnent Public Company limited, The Saraburi Cement
Company limited, The Samukkee Cement Company limited and The Thai Sathai;)ana Company
limited, ranking with the mean value of index lower than the index of the whole industry 0.7772,
1.0314, 0.8929, 0.6373, -0.0071 and 0.0614, respectively. These six companies, therefore, have
no financial stability at all. Nevertheless, the Z-Score index was the mean value of the whole
system index, which partly relied on the stability of each company only. The administration
capability of boards as well as their staffs were also important factors that directly employed
some sources of information in decision making based on rightness, rapidity and certainly to

overcome the economic crisis with successfulness.



