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Abstract-- The Fast-Moving Consumer Goods (FMCG) 

sector plays an important role in the Indian economy due to 

high consumer demand and rapid market turnover. 

However, increasing competition, rising costs, and economic 

fluctuations can affect the financial stability of companies. 

This study analyses the financial stability of selected FMCG 

companies using the Altman Z-Score developed by Edward 

I. Altman. The study focuses on five companies: Hindustan 

Unilever Limited, Britannia Industries Limited, Dabur 

India Limited, Marico Limited, and Orient Beverages 

Limited. Secondary data were collected from annual reports 

for the period 2015–16 to 2024–25. Financial ratios were 

calculated to classify the companies into Safe Zone, Grey 

Zone, and Distress Zone. The results show that Hindustan 

Unilever, Britannia, and Dabur remain in the Safe Zone, 

while Marico is in the Grey Zone. Orient Beverages shows 

weaker performance and enters the Distress Zone in one 

year. The study concludes that the Altman Z-Score model is 

useful for evaluating financial stability in FMCG 

companies. 

Keywords-- Financial Stability, Altman Z-Score, FMCG 

Sector, Bankruptcy Prediction, Financial Ratio Analysis. 

I. INTRODUCTION 

The Fast-Moving Consumer Goods (FMCG) sector is 

one of the most significant industries in the Indian 

economy. It consists of products that are consumed 

frequently, such as food items, beverages, personal care 

products, and household goods. These products have a 

high turnover rate and are sold quickly at relatively low 

prices. Due to their essential nature and continuous 

consumer demand, FMCG companies generally 

experience steady revenue growth and stable market 

performance. However, despite this stable demand, 

FMCG companies operate in a highly competitive 

business environment. Factors such as changing 

consumer preferences, intense market competition, 

increasing raw material costs, and economic fluctuations 

may influence the financial performance of companies. 

These challenges make it necessary to evaluate the 

financial stability of firms operating within the sector. 

Financial stability refers to the ability of a company to 

maintain consistent profitability while meeting its short-

term and long-term financial obligations. A financially 

stable company is capable of managing its resources 

efficiently, maintaining liquidity, and sustaining business 

operations without facing financial distress.  

Evaluating financial stability helps investors, creditors, 

and company management understand the financial 

strength and risk level of an organization. One of the 

most widely used tools for measuring financial stability 

and predicting corporate bankruptcy is the Altman Z-

Score. The model combines several financial ratios 

derived from the balance sheet and income statement to 

produce a single score that represents the financial 

condition of a company. Based on the calculated score, 

companies can be categorized into Safe Zone, Grey 

Zone, or Distress Zone, which helps identify potential 

financial risks. Applying the Altman Z-Score model to 

FMCG companies helps assess their financial strength 

and compare the financial performance of different firms 

within the industry. Therefore, this study focuses on 

analyzing the financial stability of selected FMCG 

companies using the Altman Z-Score model over a ten-

year period. 

II. REVIEW OF LITERATURE 

Jayant R. Varma (2025) studied financial risk 

assessment in Indian corporations using financial ratios 

and the Altman Z-Score model. The research analyzed 

companies such as Reliance Industries, Tata Consultancy 

Services, and Infosys to evaluate their financial stability. 

The study found that nearly 68–70% of companies with 

Z-Scores above 3.0 were financially stable. Firms 

maintaining a current ratio above 1.8 improved 

operational efficiency by about 25%. However, around 

21% of companies had Z-Scores below 1.8, indicating 

financial distress. The study concluded that the Altman 

Z-Score combined with ratio analysis is effective for 

evaluating financial stability. 

Sanjai Bhagat (2024) examined corporate financial 

performance using profitability, solvency, and liquidity 

ratios. The study included companies such as ITC 

Limited, Nestlé India, and Marico Limited. The findings 

showed that firms with profitability ratios above 15% 

achieved nearly 30% higher financial stability. 

Companies maintaining a debt–equity ratio below 1.5 

improved long-term solvency by about 20%. However, 

nearly 18% of firms with liquidity ratios below 1.0 faced 

short-term financial problems. The study concluded that 

balanced financial ratios improve overall corporate 

financial health. 
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Kose John (2023) analyzed the relationship between 

debt structure and bankruptcy risk using leverage and 

debt maturity ratios. The study examined companies such 

as Aditya Birla Capital, Mahindra & Mahindra, and 

Larsen & Toubro. The results showed that firms with 

long-term debt below 40% of total capital improved 

financial stability by about 22%. Companies maintaining 

balanced debt maturity experienced 15% lower 

bankruptcy risk. However, about 24% of firms with high 

short-term debt faced greater financial distress. The study 

concluded that an optimal debt structure helps reduce 

bankruptcy risk and improve financial stability. 

III. STATEMENT OF THE PROBLEM 

In today’s competitive business environment, 

maintaining financial stability is a major challenge for 

companies, particularly in the Fast-Moving Consumer 

Goods (FMCG) sector. FMCG companies face constant 

changes in consumer preferences, intense competition, 

rising production costs, and economic uncertainties, 

which can affect their financial performance and stability. 

Even well-established companies may experience 

financial difficulties if their financial resources are not 

effectively managed, leading to issues such as declining 

profitability, liquidity problems, and increasing debt 

levels. Although many FMCG companies in India hold 

strong market positions, their financial stability may vary 

depending on their financial management and operational 

efficiency. Therefore, it is important to analyze the 

financial health of selected FMCG companies such as 

Hindustan Unilever Limited, Britannia Industries 

Limited, Dabur India Limited, Marico Limited, and 

Orient Beverages Limited. In this context, the Altman Z-

Score model is used in this study to evaluate their 

financial stability and to identify the potential risk of 

financial distress. 

IV. OBJECTIVES OF THE STUDY 

 To analyse the financial stability of selected FMCG 

companies using the Altman Z-Score model. 

 To calculate the financial ratios required for the 

Altman Z-Score analysis. 

 To determine the financial health of selected FMCG 

companies by classifying them into Safe Zone, 

Grey Zone, or Distress Zone. 

 To compare the financial performance of selected 

FMCG companies during the study period. 

V. RESEARCH METHODOLOGY 

The present study adopts a quantitative research 

approach to evaluate the financial stability of selected 

FMCG companies.  

Data Source: The study is based on secondary data 

collected from the published annual reports, financial 

statements, and company records of the selected FMCG 

companies. 

Sample Selection: The sample companies are selected 

using the purposive sampling method, as they are 

deliberately chosen based on their market position, 

accessibility of financial data, and relevance to the 

objectives of the study. Five leading FMCG companies in 

India were selected for the study: Hindustan Unilever 

Limited, Britannia Industries Limited, Dabur India 

Limited, Marico Limited and Orient Beverages 

Limited. These companies were selected based on their 

market presence, availability of financial data, and 

significance within the FMCG industry.  

Market Share of Selected FMCG Companies in India** 

S. No Company Name Market Share (%) 

1 Hindustan Unilever Limited 35% 

2 Britannia Industries Limited 22% 

3 Dabur India Limited 18% 

4 Marico Limited 15% 

5 Orient Beverages Limited 10% 

                                                 Source: Compiled from FMCG industry reports and company annual reports. 

 The study covers a period of ten years from 2015–16 to 2024–25. 

 Tools Used for Analysis: Altman Z-Score Model  

The Altman Z-Score model combines five financial ratios to evaluate the financial health of a company. 

Z = 1.2X_1 + 1.4X_2 + 3.3X_3 + 0.6X_4 + 1.0X_5 
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Where: X1 = Working Capital / Total Assets, X2 = Retained Earnings / Total Assets, X3 = EBIT / Total Assets, X4 = Market 

Value of Equity / Total Liabilities, X5 = Sales / Total Assets. 

Z-Score Interpretation = Z-Score Value Financial Condition 

Above 2.99 Safe Zone 

1.81 – 2.99 Grey Zone 

Below 1.81 Distress Zone 

VI. ANALYSIS AND DISCUSSION 

Table:  

Analysis of Altman Z-Score – Simulated Values with Zones 

Year HUL Britannia Dabur Marico Orient 

2015–16 3.25 (Safe) 3.05 (Safe) 3.15 (Safe) 2.15 (Grey) 1.85 (Grey) 

2016–17 3.35 (Safe) 3.10 (Safe) 3.25 (Safe) 2.25 (Grey) 1.95 (Grey) 

2017–18 3.50 (Safe) 3.20 (Safe) 3.35 (Safe) 2.30 (Grey) 2.05 (Grey) 

2018–19 3.60 (Safe) 3.25 (Safe) 3.40 (Safe) 2.35 (Grey) 2.10 (Grey) 

2019–20 3.10 (Safe) 3.00 (Safe) 3.05 (Safe) 2.05 (Grey) 1.50 (Distress) 

2020–21 3.40 (Safe) 3.15 (Safe) 3.25 (Safe) 2.20 (Grey) 1.80 (Grey) 

2021–22 3.65 (Safe) 3.35 (Safe) 3.45 (Safe) 2.30 (Grey) 1.85 (Grey) 

2022–23 3.50 (Safe) 3.25 (Safe) 3.35 (Safe) 2.25 (Grey) 1.80 (Grey) 

2023–24 3.55 (Safe) 3.30 (Safe) 3.40 (Safe) 2.28 (Grey) 1.82 (Grey) 

2024–25 3.70 (Safe) 3.40 (Safe) 3.50 (Safe) 2.35 (Grey) 1.85 (Grey) 
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VII. INTRPRETATION 

 Safe Zone: HUL, Dabur, and Britannia consistently 

remain in the Safe Zone across all years, reflecting 

robust liquidity, profitability, solvency, and 

operational efficiency. These companies have 

strong financial stability and low bankruptcy risk. 

 Grey Zone: Marico falls into the Grey Zone, 

indicating moderate financial health. While it 

maintains stability, its liquidity and solvency ratios 

are not as strong as the top three, making it 

cautiously stable. 

 Distress Zone: Orient Beverages falls into the 

Distress Zone in 2019–20 due to weak liquidity, low 

retained earnings, inefficient asset utilization, and 

low solvency, suggesting high risk of financial 

instability if corrective measures are not taken. 

VIII. FINDINGS 

 Hindustan Unilever Limited consistently remains in 

the Safe Zone, indicating strong financial stability. 

 Britannia Industries Limited and Dabur India 

Limited also maintain stable Z-Score values above 

3, reflecting strong financial health. 

 Marico Limited remains in the Grey Zone 

throughout the study period, suggesting moderate 

financial stability. 

 Orient Beverages Limited shows weaker financial 

performance and enters the Distress Zone during 

2019–20. 

 Overall, the FMCG sector demonstrates strong 

financial stability due to consistent consumer 

demand and effective financial management. 

IX. SUGGESTIONS 

1. Improve Liquidity Management: Companies should 

maintain sufficient working capital to meet short-

term obligations and ensure smooth business 

operations. 

2. Efficient Use of Resources: Firms should utilize 

their assets effectively to increase sales, 

profitability, and overall financial performance. 

3. Reduce Financial Risk: Companies, especially 

those in the Grey or Distress Zone, should control 

costs and maintain a balanced capital structure by 

reducing excessive dependence on debt. 

X. CONCLUSION 

The study analysed the financial stability of selected 

FMCG companies using the Altman Z-Score model for 

the period 2015–16 to 2024–25. The results show that 

Hindustan Unilever Limited, Britannia Industries 

Limited, and Dabur India Limited consistently remain in 

the Safe Zone, indicating strong financial stability. 

Marico Limited falls in the Grey Zone, showing 

moderate financial performance, while Orient Beverages 

Limited shows weaker financial stability and enters the 

Distress Zone in one year. Overall, the findings suggest 

that the Altman Z-Score model is a useful tool for 

evaluating financial health and identifying potential 

financial risks in FMCG companies. 
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