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Executive Summary: 

With the Indian economy opening and showing a tremendous growth for more than a decade, 

everyone was optimistic and welcomed this move of liberalization until early 2007. Only then, 

the Indians learnt that it can go the other way too. The economy being open to global economy 

more than ever before, its obvious that this global recession had much more affect on the Indian 

economy than the previous ones. But if one looks carefully not every sector is open to global 

economy in same quantum. Thus, there is are some sectors which are affected severely and some 

performed in spite of the turmoil.  

This report tries to capture how different sectors of Indian have performed during recession with 

more inclination towards the stock performance. It also tries to look at how stock prices tumbled 

down and what pace it recovered. How did these sectors do when it comes to operating 

performance and is it being reflected in the stock price performance. 

The methodologies used are statistical, which includes range, regression, ANOVA and others. 

The source of data includes historical information of stock and sector indices of BSE, quarterly 

results of the companies from capitaline database and company websites. 

The study majorly focuses on finding out the quantum of affects of recession on the stock prices 

in different sectors 
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The present Global Crisis:  

The common definition of a recession, and the one most frequently cited in the media, is a period 

of two consecutive quarterly declines in real GDP. While historically this definition has held 

pretty close to true, it is more of shorthand than the precise definition. The actual definition of a 

recession as given by the NBER,  is “a significant decline in economic activity spread across the 

economy, lasting more than a few months, normally visible in real GDP, real income, 

employment, industrial production, and wholesale–retail sales.” The definition is fairly vague, 

which explains why many prefer the shorthand definition, but the idea is fairly simple. A 

recession is any period when economic activity experiences a prolonged and widespread decline. 

 

The global financial crisis of 2008–2009 began in July 

2007 when a loss of confidence by investors in the value 

of securitized mortgages in the United States resulted in 

a liquidity crisis that prompted a substantial injection of 

capital into financial markets by the United States 

Federal Reserve, Bank of England and the European 

Central Bank. The TED spread, an indicator of 

perceived credit risk in the general economy, spiked up 

in July 2007, remained volatile for a year, then spiked 

even higher in September 2008, reaching a record 4.65% on October 10, 2008. In September 

2008, the crisis deepened, as stock markets worldwide crashed and entered a period of high 

volatility, and a considerable number of banks, mortgage lenders and insurance companies failed 

in the following weeks.  
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Impact on Indian Economy 

The subprime mortgage crisis and its potential impact on US economic growth has raised 
concerns of growth in India — which averaged over 9% in the last three years — will be 
adversely affected. The Indian economy showed signs of overheating in mid-2007, with inflation 
rising above 6%. Although the central bank has pursued a tight monetary policy, inflation has 
recently risen above 7%. Buoyant capital flows posed challenges for liquidity and 
macroeconomic management, and the Reserve Bank of India responded effectively by adopting a 
mix of policy measures including imposing capital controls, allowing the rupee to appreciate, 
and liberalizing outflows of capital.   

 

India is running a current account deficit (CAD) which is likely to increase to 2.6% of GDP in 

2009 from the 1.5% in 2008, driven largely by the sharp increase in international prices of oil 

and food commodities. So far India’s CAD has been comfortably financed through capital 

inflows and FDI. In this scenario, the question whether a global credit crunch and significant 

slowdown in the US economy could undermine India’s growth prospects, becomes pertinent. 

 

Impact on Indian Sectors 

Sectors affected by the slowdown in the Indian economy 

Real Estate 

 
The industry has taken a hit, with builders begging the government to reduce interest rates and 
give them other sops. But the sluggishness has been good for buyers. Housing prices have 
dropped 5 to 20 percent in all major cities. Retail rentals have also dropped. 

When it comes to a slowdown in the housing market, one of the reasons put forward is that now 
speculators are wary of entering the market for short-term gains and this has reduced demand. 
Genuine buyers are pickier and are in hunt for bargains. Sellers have no choice but to give 
discounts and this situation is expected to continue for at least a year.  

As to how much further the real estate prices will decrease is a tricky question because even now 
there are some areas where the prices have hardly fallen at all. Clearly real estate at some prime 
locations is likely to remain more stable. With builders facing liquidity problems, their expansion 
plans have been hit and their present projects are being delayed. The minute the oversupply 
situation is corrected the real estate prices will stabilize.   
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Information Technology 

 
Strangely it is those top IT companies with a lot of business abroad and in the US which are a 
safer bet because all their eggs are not in one basket. They also (usually) have more reserves. 
However the impact of loss of business will continue to be felt over the next one year as business 
of IT companies will reduce. Financial institutions in particular will reduce their IT spends. The 
negatives for Indian IT are that two sectors, Manufacturing and Retail, will drastically cut their 
IT costs.  

Infrastructure companies: 

  
Ongoing projects are not affected but future ones might, by both private companies and the 
government. For example in Mumbai the future phases of the Metro might get hit. Many such 
future plans of all cities in India will get delayed and/or stalled.  

 

Automobiles 

 

This sector, like the real estate sector, was already facing problems due to increase in interest 
rates and the auto sector more so due to increase in fuel costs, but now the demand for 
automobiles has sunk further due to an overall slowdown in the economy. The auto companies’ 
bottom lines will suffer as their exports will take a hit, but even then as compared to other 
countries Indian Auto companies will suffer less as their sales from exports is less 

Banks 

 
Banks have suffered losses, including some public sector banks like Punjab National Bank, Bank 
of India, State Bank of India and Bank of Baroda as they had an exposure to the instruments 
issued by Lehman and Merrill Lynch. It wasn’t just the private bank ICICI, although the latter 
posted the maximum losses due to their exposure. 

However, if we take the overall Banking sector in India, there is nothing to worry as heavy 

regulation coupled with the tendency of banks to be cautious (more than regulations stipulated) 

has protected the Indian banking industry.  
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Hospitality, travel and tourism 

 
Not only are travel budgets of companies being slashed, tourist flow from foreign countries is set 
to reduce. This will continue for at least 6-9 months. Hotels, as they face greater competition, 
will see their profitability affected as they slash rates and give discounts. 

There will be an indirect impact on all industries. For example, FMCG (Fast Moving Consumer 
Goods) companies will be affected indirectly as consumer spending will reduce. High spenders 
are believed to be those from the IT sector and this will effect spending, particularly of luxury 
items 

Pharmaceutical 

"Even in negative situations like a crisis or recession, there is someone that profit. Wouldn't 
people still go to various doctor's or other pharmacies to get their prescriptions and medicine 
they're in need of? I think they would," says Anil Kumar Kathuria Senior Manager HRM 
Administration, IOLCP.  
 
According to Ajay Kumar, HR Director, BD India, "Pharmaceutical industry has been less 
affected by the global economic meltdown since consumption patterns in this industry is 
normally the last to get affected."   

Education 

Education sector is also exhibiting resilience towards the impact of recession, as people prefer 
spending more on education to counter job crunch in times of economic meltdown.  
 
"It will be an exaggeration, if we say that these sectors have remained insulated from the impact 
of the recession. But, on a comparative basis, the impact has been on the lower side. This can be 
attributed to the principle of 'Zero Sum Game’, where the loss of one sector can be termed as a 
gain for the other.  
 
This is particularly true in case of education sector, where people go for higher education to gain 
an edge over others in job market ," expresses Ashok Mittal, Chancellor, Lovely Professional 
University.  

FMCG 

"The unit value of the product in the FMCG sector is too small to be affected by recession. These 
are daily utility items and will move at the counter irrespective," avers Amal Purandare , Head 
India Operations , Arzoo.com.  
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For example, a person might cut expenses by not buying an expensive soap, but she buys a soap 
nevertheless and doesn't settle for just a water bath, due to recession ," he says.  

Telecommunications 

Aditya Maheshwari, Director -HR, Delta Electronics India says, "Government is driving huge 
investments to improve and expand tele-density in India's huge rural market which accounts for 
70% of total Indian population. Several international players are also setting up base in India to 
target this huge market."  
 
"Telecom sector has also shown a recession proof character as a mobile phone today has evolved 
into more of a necessity, just like food, shelter, clothing, healthcare, etc., " asserts Sumesh Arora, 
Head Finance & Administration, FUJIFILM India, adding, "India has immense potential for 
growth and this recession will not be able to put a noticeable dent on it for long." 

Power 

"In case of power, it's a basic infrastructure requirement and there is still a long way to go in 
achieving self sufficiency in this sector.  
 
More players are required to join hands with the public sector to improve the requirement 
levels," avers Maheshwari 

Food 

 
No one can survive without basic food material like milk, vegetables and drinking water. Food 
processing companies will not be affected much and rather will earn profits by increasing the 
prices. These are the basic needs which we as a common man cannot produce by our self. 
According to Ministry of Food Processing Industry (MFPI), the food processing industry in India 
was seeing growth even as the world was facing economic recession. According to the minister, 
the industry is presently growing at 14 per cent against six to seven per cent growth in 2003-
04.The Indian food market Estimated at over US$ 182 billion and accounts for about two thirds 
of the total Indian retail market. 
Further, the retail food sector in India is likely to grow from around US$ 70 billion in 2008 to 
US$ 150 billion by 2025. 
 

Luxury products 

 
The high and affluent class of society will not be affected much by this global crisis even if their 
worth is reduced significantly. They will not change their lifestyle and will not stop spending on 
luxurious goods. So luxurious product market will not be affected and in fact to maintain the 
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lifestyle those affluent will spend more for it. Luxury car makers are pouring in to woo the 
nouveau riche (Audi, BMW are the most recent entrants). 
 

M&A & Marketing Consultants 

 
As in the current business slow down survival will be the main focus, the marketing and 
management consultants will be called for to reduce the costs and to show the ways to survive 
and stay in market. Others may join hands to fight with this situation together will call for the 
Marketing & M&A consultants. In a booming market there are growth strategies and M&A 
opportunities to advise on. When businesses are cutting back, consultancies will be right there to 
help clients decide where to wield the axe. According to Ministry of Commerce and Industry's 
estimation, the current size of consulting industry in India is about Rs 10000 crores including 
exports and is expected to grow further at a CAGR of approximately 25 per cent in next few 
years. 
 
After looking into all the above sectors, we could figure out the degree of impact on various 
sectors as below 

• The sectors least affected (directly) by the slowdown are Pharmaceuticals, Oil & Gas, 
FMCG, Media & Entertainment 

• Those which felt a moderate impact of the global crises are Power, Automobiles, Retail, 
Hospitality and Tourism 

• The sectors most severely affected are Banks, Financial Services, Real Estate, 
Infrastructure and Information Technology  

Sectors which are least affected by recession: 

Health Care Sector 

 

In 1970s, Indian pharmaceutical market was almost non-existent. But today, India has carved a 
niche for itself in the pharmaceutical domain. In fact, it has a grown in to a big mart for the 
Pharmaceutical Industry . In the wider world, India pharmaceutical industry ranks fourth in 
terms of volume and thirteenth in terms of value. Be it formulations, bulk drugs, generics, Novel 
Drug Delivery Systems, New Chemical Entities, or Biotechnology etc, Indian companies are 
dominating the marketplace that was traditionally manned by MNCs. 

Retails sales in the Indian pharmaceutical market grew by 18% in the month of March 2009, 

despite fears of stalling industrial growth following the slowdown across economies. The value 

growth of Indian pharma market as per secondary sales for the month of Mar 2009 was higher at 
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18.4%, as compared to 13.3% growth in the month of Feb 2009, according the latest data from 

ORG IMS, a business intelligence firm. 

In October 2008, sales in the Rs 35,000-crore drug retail market had dipped by 1.2%, the first 

time in many years, due to consumers shifting to cheaper brands and stockists facing a financial 

crunch. However, retail sales have gradually strengthened and in February, it rose to 13.3%. 

Despite the brief slowdown in growth in 2008, ORG projects the Indian pharmaceutical industry 

to grow at 15-20% over the next few years. The industry has been growing at 14-15% over the 

last few years. Due to economic prosperity, a lot more customers are entering organised 

healthcare, antibiotics and acute therapies are normally the first line of defence, say analysts. 

While India’s metros and class I cities drive the growth, tier II cities and rural market add to the 

growth momentum. 

Rising disposable income, improving health infrastructure such as the government’s incentives to 

set up 100-bed hospitals in non-metro towns, and the general increase in health awareness due to 

deep penetration of the electronic media are the corner stone’s of sales expansion. Even though 

export and overseas trade remains key for most of the domestic companies, many of them derive 

nearly 40% of their sales from the desi market. 

As far as MNCs in India are concerned most of the sales are generated in urban or semi-urban 

areas. However, multinationals like GSK, Sanofi-Aventis, MSD India (Merck) etc., have started 

tapping the rural sector too, of late, realizing their growing potential. Drugs made-in-India are 

exported to US, Europe, Central and Eastern Europe, Latin America and Africa. In 2007-08, 

India exported drugs worth US$ 7.2 billion to these countries. Indian Pharmaceuticals exports 

registered a significant growth rate of 30.7 percent in April-October 2008 vis-à-vis the 

corresponding period last year. 

As per the study carried out by consulting firm IMS, Indian pharmaceutical market appears 
bullish. The market is estimated to grow at the rate of about 12-13 per cent in 2009. India’s drug 
retail industry clocked an impressive growth of 13.3 percent during February 2009. Domestic 
formulations market is estimated to record US$ 21.5 billion by 2015. 

 

Below is the graph of Health care sector. We cannot deny that the pharma sector is not effected 

by recession. But the quantum of effect is low as we can see it plunged in Sep’08 and in started 

recovering in Mar’09. 
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(Source : BSE Historical Data-Sectoral Indices www.bseindia.com) 

 

Food Sector 

Daily utility items and will move at the counter irrespective. People don't care about the 

increasing food price or goods. People will prefer to cut their cost in spending more on 

electronics goods and other electronic entertainment items but the daily items will be on the top 

of their list. This thing boils down to a simple rule. The industry of food will continue to excel. 

But the pace may be slow comparatively. The reduction in exports may be a factor for slow 

growth but it will not be affected much by the attack of recession 

    The Indian food market, according to the 'India Food Report 2008' by Research and Markets is 
estimated at over US$ 182 billion, and accounts for about two third of the total Indian retail 
market. Further, according to consultancy firm McKinsey Co., the retail food sector in India is 
likely to grow from US$ 70 billion in 2008 to US$ 150 billion by 2025, accounting for a large 
chunk of the world food industry, which would grow to US$ 400 billion from US$ 175 billion by 
2025. 

    The growth of the food industry in India stems from the consistently increasing agricultural 
output. With the second largest acreage area in the world, India is one of the key food producing 
countries in the world, next to China.  

The Indian market holds enormous growth potential for snack foods, which is estimated to be a 
market worth US$ 3 billion. The market is clearly and equally divided into the organised and 
unorganised sector. The organised sector of the snack food market is growing at 15 to20 per cent 
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a year while the growth rate of unorganised sector is 7 to8 per cent with turnover of US$ 1.56 
billion.  

    The current size of the Indian dairy sector is US$ 62.67 billion and has been growing at a rate 
of 5 per cent per annum. Both production and consumption of milk and its derivatives are 
traditionally high in the country. The dairy exports in 2007–08 rose to US$ 210.5 million against 
US$ 113.57 million in the corresponding period, in the last fiscal, whereas the domestic dairy 
sector is slated to cross US$ 108 billion in revenues by 2011.  
    According to industry experts, the market for carbonated drinks in India is worth US$ 1.5 
billion while the juice and juice-based drinks market accounts for US$ 0.25 billion. Growing at a 
rate of 25 per cent, the fruit-drinks category is one of the fastest growing in the beverages 
market. Sports and energy drinks, which currently have a low penetration in the Indian market, 
have sufficient potential to grow. They are considered as a socially-acceptable alternative to 
alcoholic beverages.  

     The food processing industry was not booming because of booming economy but because of 
change in consumer’s behaviour. This same trend will continue till we reach at a level of the 
developed world is at present. Fooding as well as living habits are changing. Small towns are 
turning into big cities and people are aspiring for better livelihoods, they don’t have time to cook, 
they just want to go out and chill. If we calculate a one time meal cooked in home for two with a 
one time meal bought in a retort pouch. I guess, retort might win on saving front.  

The below graph shows the indexed output of food industry. Here we can see a steady growth 

throughout, a bit flattened growth from 2002 to 2006, but has fallen marginally around by 9.7% 

in last year. This is essentially effect of the recession, but this due major blow on high value food 

manufacturers as people preferred low value food during difficult times. But the food industry as 

whole has not been effected much. 

 

[INDEX OF INDUSTRIAL PRODUCTION - ANNUAL AVERAGES (2-DIGIT LEVEL) (Base: 1993-94=100)] 

Source: Central Statistical Organisation, Ministry of Statistics and Programme Implementation India. 
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Sectors which are most affected by recession: 

Realty Sector: 

Another blow of the global meltdown has been felt by the already bleeding realty estate industry. 

Non-Resident Indians (NRIs) are avoiding coming home this year and not investing in property, 

something that brokers look forward to every year. “The time between September and January is 

when deals taking place, as this is the time when NRIs normally arrive in the city. But no interest 

was shown by the NRIs this year owing to the recession,” says Gurpreet Singh, a property 

consultant. Many Indians have suffered financial losses and that has affected their plans to invest 

in real estate in India. 

 

The recession period has seen investing less in property market because the previous prices 
where unduly inflated and even now it can't be said with surety that the prices have bottomed 
out. Also, most of the investors were already stuck with loads of investment at higher prices, so 
there was not enough liquidity for further purchases. 
 
But on the upside, the investor is now carefully assessing a project and is no longer fooled by 
lucrative promos and advertising of the property.  As for developers, on the face of it, they may 
seem to be the biggest losers with the fund flow nearly stopping and sales drying up. But 
recession has been a blessing in disguise as it has forced them to innovate to cut costs, improve 
sales and raise funds. Recession has seen developers changing their product and strategies. 
Today's market is customer driven and developers are offering suitable payment plans and other 
freebies like sharing of stamp duty and housing loan EMI burden to ensure transactions.  
 
 
With real estate being struck badly in the slowdown, real estate developers, who were once 
riding a high, have now tightened advertising and marketing expenses. They have also had to 
think out of the box even while operating on leaner budgets. They have been forced to rework 
their marketing strategies to woo consumers at a time when the propensity to buy is not very 
high. Marketing initiatives may be fewer but they are becoming more focussed, specific and 
project-based, using direct and candid communication. And pricing is obviously the key premise 
around which the initiatives revolve.  

The ‘buy one flat, get one free’ scheme for the Orange Resorts project was devised obviously to 
beat the recession as no one had ever thought of offering a flat free with the purchase of a flat, 
says Pericho Prabhu, Vice-President, Orange Properties, which has cut down advertisement 
spends by nearly 30 per cent. The rationale, he says, was “instead of giving discounts and 
slashing the prices like other builders, we offer a 700-sq-ft flat free on the purchase of any flat. 
The flats in the project start from 900 sq ft upwards and cost Rs 26 lakh and above. The booking 
amount was Rs 2 lakh along with a down payment of 15 per cent of the total cost of the flat. 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   15 

 

Once these were paid in total, we got into an agreement with the buyer for the 700-sq-ft free flat. 
But in the second flat, the customer has to bear the cost of the car park and other statutory 
charges such as power and water.”  

So this shows that recession has badly affected the reality sector making the developers and 
builders to force themselves to reduce the prices and also to use different strategies to sell their 
properties sometimes at loss and sometimes at even lighter margins as compared to periods 
before recession. 

The graph below shows the index performance of BSE Realty between Jan 2007 to September 

2009. 

We can clearly see the peak it touched in December 2007, since then the downfall was very steep 

and from index value of 12727 has bottomed to 1561 in Nov 2008. The effect of recession is 

clearly visible in the sector and the quantum of effect is also huge. 

 

 
(Source : BSE Historical Data-Sectoral Indices www.bseindia.com) 

 

 Information Technology: 

US economy is facing a downturn period. The economy that has been the driving force for the 
economies of other developing nations is in its slump time. The calculations say that this 
downfall of US has affected the IT industries and other sectors of the most nations. The analysts 
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are calculating the effect of US recession on Indian Economy and its various sectors. They are 
reckoning the effects of this downfall period on Indian Exports, IT developments, growth in 
Software sector and BPO sector. There is news that expose US call centers are not much 
involved in proactive customer service. 
Bangalore, June 9 (IANS) Battered by global meltdown and lower tech spending, the Indian IT 
industry is looking up to the new government for extension of fiscal benefits and relief from 
multiplicity and inequity of taxes to mitigate the recessionary impact and protectionist measures 
being adopted globally. “Extension of fiscal benefits like 10A/10B sections for the tech industry 
under the Software Technology Parks of India (STPI) scheme is imperative to sustain the growth 
momentum and compete in the global market.  

Nasscom  president and former head of HP India operations Som Mittal said the Indian IT-BPO 
industry was faced with multiple challenges, including decline in sourcing spend, price 
reductions, competition from other countries and the impact of economic slowdown. 

Business and corporate across various sectors like finance, retail, telecommunication, etc. are 
deploying IT-enabled business solutions in order to increase their productivity and keep 
themselves updated with the rapidly changing global IT industry trends, translating into a high 
demand for IT-enabled business solutions. Other than this, the shooting rates of Internet adoption 
across the world and rising threats on Internet (like malware, spam and hack attacks) are 
bolstering the demand for IT security solutions and related software.  

While most software companies are implementing a series of internal cost-cutting measures, 
these are steps that companies typically take in an economic downturn -- a hiring freeze, no non-
essential travel, and so on. Generally speaking, a downturn is when investment in IT is most 
critical because these investments can make operations more efficient.  

The biggest risk to the tech market comes not from the Wall Street collapse, but from a collateral 
U.S. recession. While tech spending grew 8% in the U.S. in 2007, Forrester was forecasting tech 
purchases to be up 5% in 2008, and up 6% in 2009. Given that the economy is still in a recession 
mode, this represents the second downward economic cycle for the IT sector in recent times.  

All this shows that the Indian software segment is highly affected by this recession and they are 
taking measures to come out of this phase of their business cycle. 

The BSE IT index has similar movement as that of Real estate. Even though we cannot see a 

sharp upward movement before December’08, the there was little mixed reactions and since 

July’08 the steep has been very much and since Mar ’09 there has been a upward movement. The 

decline in index is mainly not because of underperformance, rather of the negative sentiments in 

the minds of people regarding future of IT industry. 
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(Source : BSE Historical Data-Sectoral Indices www.bseindia.com) 

 

Analysis of companies under each sector: 

 

After looking to analysts view and sectoral price performance in Bombay Stock Exchange, it was 

concluded thatIT and Realty sector as badly hit by recession and Food and Health Care sector as 

those which progressed.  

Then an analysis was done for companies under each of these industries to identify three worst 

performers in each of Realty and IT, and 3 out performers in Food and Health care. It was done 

by assimilating stock price data during recession period for all the companies under every sector 

and its quantum of decline and progress were calculated.  

Finally three companies were selected and their performance was analysed on quarter on quarter 

basis. 

 

Information Technology- Companies affected by Recession 
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Tata Consultancy Services: 

TCS, India’s largest IT vendor had a major set back due to global slowdown. The graph below 

shows how the share price tumbled down with a negative trend line. This is mainly because 

major portion of TCS’ revenues was from US and West which led to serious threat to their 

income streams. 

 

 

 

 

  200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OPM Growth 

QoQ 

11.72% -7.51% 3.78% 1.29% 10.36% 3.41% 23.62% 28.96% 33.52% 52.55% 

Sales Growth 

QoQ 

7.63% 13.64% 23.07% 27.04% 26.06% 20.84% 24.84% 22.44% 23.01% 32.57% 

OPM  27.73% 22.78% 25.04% 24.95% 26.71% 27.98% 29.69% 31.29% 30.52% 32.70% 

The below given table of quarterly growth, we can surely make out that in Mar’2007 Operating 

Profit Growth which was 52.55% went as low upto 3.41% in Mar’08 and -7.51% in Mar’09. 

However revenue did not go negative but dropped from an average of 24% to 7.63% in Jun’09. 

The Operating Profit Margin steadily came down from Mar’07 till Mar’09 then saw a marginal 

improvement. 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   19 

 

 

 

 

Patni Computers: 

Patni also has seen a deep decline and infact had been in trouble for couple of quarters. 

The graph below also clearly shows how the stock has fared during recession. The Patni stock 

proices which reached Rs. 532.45 in Aug’07 dived as below as to Rs.97.75 in Nov’08. A 

massive 78% decline in value of stock. 
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Also the performance  of the company was pampered. Once patni had growth rate of 48.99% in 

Mar’07 and has declined and went negative in Dec’07 till June’08 and again in Dec’08. Sales 

kept growing moderately even during recession but company did not make sufficient profits due 

to lower margins. 

 

 

Oracle Financial Services Ltd: 

Oracle Financial Services also affected by global recession more in way of its stock price 

performance. The stock which was trading at Rs 2592.20in Jun’07 tumbled down and fell by 

82.38% to Rs. 456.70 in Nov’08. The collapse was just in span of 17 months. This shows the 

impact of recession on the stock. 

  200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OPM Growth 

QoQ 

64.67% 20.97% -

10.97% 

43.79% -

22.62% 

-

14.33% 

-2.80% 23.64% 95.38% 48.99% 

Sales Growth 

QoQ 

16.58% 25.82% 37.18% 34.19% 30.87% 22.09% 18.02% 21.73% 14.43% 15.30% 

OPM  45.90% 31.66% 25.39% 41.70% 32.49% 32.93% 39.13% 38.92% 54.96% 46.93% 
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OFS had impressing OPM growth rate in June’07 of 42.20% which changed to -20.46% in the 

next quarter and both in last quarter of 2007-08 and 1st quarter of 2008-09 it had negative OPM 

growth. The sales growth also declined during this period. Then Oracle recently came up with a 

new product which triggered its sales and margins which led to high growth rate in the last 

quarter. 

  200906 200903 200812 200809 200806 200803 200712 200709 200706 

OPM Growth 

QoQ 

218.49% 142.87% 64.48% 22.00% -

20.69% 

-

10.54% 

22.51% -

20.46% 

42.20% 

Sales Growth 

QoQ 

17.90% 20.01% 29.84% 25.19% 20.32% 14.36% 15.47% 9.67% 24.73% 

OPM  35.58% 52.52% 36.70% 22.40% 13.17% 25.95% 28.97% 22.98% 19.98% 
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Realty Sector- Companies affected by Recession 

Parsvnath Developers Ltd: 

We can see from the graph that the share prices of this company went as high as Rs.450 in the 

month Jan 2008 and the following months it declined because of the bad condition in the market 

which almost all the companies faced. The share price declined from Rs.451.1 in Jan 2008 to 

Rs.34.75 in October 2008 which shows a decline of about 92.29% from the all time peak which 

shows that the company dint do well due to the recession affecting most of the reality sector 

companies and this company not being an exception. 

 

 

The graph below shows the movement of share price month by month:   
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The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 

percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

 

We can see that the company was doing pretty well during 2007 similar to other companies in 

this sector but from 2008 the sales and operating profits growth declined due to the recession 

effect and during 2008 second half and 2009 first half the growth has been negative when 

compared to the same quarter in the previous year. So we can easily say that recession has badly 

affected the reality sector with no company left out from this sector not being affected by this 

recession. But the operating margin in this company has almost been the same in al the years. 

Chart showing Operating profits, sales growth and even operating margin  

 

 200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP 

Growth 

-

62.51% 

-

77.70% 

-

84.32% 

-

70.67% 

-0.81% 17.40% 96.00% 108.95% 114.60% 158.63% 

Sales 

Growth  

-

70.60% 

-

86.78% 

-

81.21% 

-

46.28% 

5.38% 31.71% 53.05% 36.34% 40.22% 68.42% 

Operating 

margin 

43.15% 56.96% 33.61% 22.45% 33.84% 33.76% 40.26% 41.13% 35.96% 37.88% 
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IVRCL: 

We can see that the share price went up during 2007 and from 2008 the share price went below 

Rs.100 due to the recession effect and now the prices of these shares are recovering almost to 

Rs.400/share. So we can easily say that recession has badly affected the reality sector without 

any doubt in it. And the share price has come down from Rs.554.45 from Jan 2008 to Rs.84.7 in 

October 2008 which shows a decline of 84.7% which is very bad for the company. 

 

 

 

The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 

percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

 

  200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP Growth 25.09% 7.69% -2.10% 95.62% 41.53% 29.82% 111.28% 52.73% 60.87% 79.20% 

Sales Growth  16.47% 25.31% 22.31% 65.80% 40.38% 31.31% 84.75% 89.24% 55.55% 67.50% 

Operating 

margin 

9.37% 9.07% 9.11% 9.36% 8.72% 10.55% 11.39% 7.93% 8.65% 10.68% 
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As this company belongs to the reality sector the company was doing pretty well in 2007 

quarters but the effect of recession made an impact on 2008 and even the 2009 quarters which 

shows that the reality sector has been badly hit by this recession. From the below graph we can 

see that the sales declined and even the operating profits declined when compared to same 

quarter of previous year. But operating margin was almost the same over the years. 

Chart showing Operating profits, sales growth and even operating margin  

 
 

 

Nagarjuna Construction Company Ltd: 
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From the above graph we can see that the share prices of this company went from around Rs.200 

to Rs.350 but due to the recession we can see that it declined to almost Rs.50/share and its 

recovering slowly from the trough. The share price has fallen down from the peak that is 

Rs.352.85 to Rs.43.25 which shows a decline of about 87.74% which shows the affect of 

recession on the reality sector. 

The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 

percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

 

We can see this company was doing well during the quarters of 2007 but slowly from 2007 the 

sales and operating profits started declining due to the effect of recession to the reality sector. 

And in the first quarter of 2009 it went negative when compared to the same quarter of previous 

year. This shows that recession has badly affected the reality sector leading to negative returns to 

the shareholders and the company. 

 

 

 200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP GROWTH 13.80% -

24.63% 

3.88% 28.49% 15.92% 13.44% 8.18% 35.73% 43.01% 85.66% 

Sales growth 4.63% -

11.05% 

31.70% 55.92% 25.44% 41.96% 11.40% 3.91% 16.95% 35.51% 

Operating 

margin 

10.51% 7.78% 8.83% 10.37% 9.67% 9.18% 11.20% 12.58% 10.46% 11.49% 
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Food and Diary Industry – Companies that progressed in Recession 

Nestle India Ltd: 

 

Nestle India, an MNC stock fared even during recession. In the graph even if we can see a small 

in Oct’o8, it was not mainly because of recession effects. It has been constantly increasing with a 

upward trendline with capital appreciation to shareholders.  

  20090

6 

20090

3 

20081
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20080

9 

20080
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20080
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20071

2 

20070

9 

20070

6 

20070

3 

OPM Growth 

QoQ 

28.08% 26.15% 28.19% 10.44% 20.67% 34.19% 46.88% 35.93% 18.05% 18.53% 

Sales Growth 

QoQ 

16.79% 16.04% 21.71% 22.15% 23.45% 26.40% 21.64% 25.47% 23.15% 27.69% 

OPM  21.03% 24.45% 19.11% 19.37% 19.18% 22.49% 18.14% 21.43% 19.62% 21.18% 

Even the operating performance was satisfactory shows no effect of recession. Operating profit 

margin grew steadily and was high in Dec’07. Sales also showed improvements in every quarter. 

A small decline in operating profit margin in three quarters were seen but was not a great 

deviation. 
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Britannia Industries Ltd: 

 

Britannia Industries, even though it did not move high in its share price value, we can definitely 

say that it has not come down either looking at the graph above. A small decline was because of 

not its performance but change sentiment towards the markets overall. Thus we can tell that it 

was not affected by recession. 
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  200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OPM Growth 

QoQ 

13.60% 11.75% 10.35% 8.73% 14.84% 30.24% 32.80% 42.73% 23.93% 27.78% 

Sales Growth 

QoQ 

5.46% 9.99% 24.69% 27.29% 20.19% 15.62% 15.62% 19.88% 19.39% 31.98% 

OPM  9.33% 9.66% 8.13% 9.24% 8.66% 9.51% 9.19% 10.81% 9.07% 8.44% 

 

Performance of Britannia was steady during recessionary period. Profits grew quarter on quarter. 

Sales also grew decently except in June’06 which is definitely not because of Global recession. 

Profit margins were very much steady within eight to ten percent. 
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Glaxosmithkline Consumer: 

 

Glaxo’s consumer division has shown a very impressive performance during recession. The 

stock has did not experience a huge plung till Jan’09 and soared high post recession. In the 

graph, we can see a small declines in Jan’08 and Jan’09. But as told before, it was more because 

of general perception towards markets by investors. 

 

 

  20090

6 

20090

3 

20081
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20080

6 
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20071
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9 
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6 

20070
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OPM Growth 

QoQ 

14.93% 45.04% 21.03% 14.05% 12.83% 30.39% 19.86% 19.74% 24.39% 17.02% 

Sales Growth 

QoQ 

24.45% 31.28% 17.04% 20.17% 19.35% 25.84% 8.09% 16.95% 17.74% 18.34% 

OPM  20.79% 26.75% 19.32% 21.21% 22.51% 24.22% 18.68% 22.34% 23.81% 23.37% 
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The operating performance was also very much satisfactory for Glaxo Consumer. Operating 

profit grew always more than 12% and sales growth impressive in all cases except in Dec’07. It 

also maintained its profit margin above 20% excluding in third quarter of 2008-09 where it fell 

marginally down to 19.32%. 

 

Health Care Industry – Companies that progressed in Recession 

 

Apollo Hospitals Enterprise Limited: 

We can see from the line graph that the share prices have not declined too much during the 

recession time as this belongs to the healthcare sector. The share prices have been declined from 

about Rs.500 to Just below Rs.400 and again there has been recovery from that price to much 

above Rs.500 which has been a fast recovery and the company has been doing pretty well now. 

So we can say that this company has been affected by recession but not only to some extent as 

compared to other sectors of the economy. 
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The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 

percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

 

This company belongs to the Health care sector mainly into the hospitals sector. We can see 

from the table and from the graph that the company has been doing pretty well in almost all the 

years. There has been some decline during the 2008 second quarter and 2008 last quarter. Other 

than those the company has been doing pretty well in all the quarters. This company has not been 

much affected by this recession, we can clearly say that from the graph below. And the operating 

margin has almost been same over the years. 

 

 

 

  200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP 

Growth 

41.91% 25.13% 14.58% 25.95% 8.39% 33.68% 30.69% 18.57% 47.41% 26.98% 

Sales 

Growth 

23.36% 28.47% 29.05% 29.87% 31.72% 30.43% 24.16% 27.29% 22.40% 21.56% 

Operating 

margin 

20.28% 15.10% 15.78% 17.15% 17.63% 15.50% 17.77% 17.68% 21.42% 15.12% 
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Chart showing Operating profits, sales growth and even operating margin  

 
 

Cadila Healthcare Limited: 

We can see from the line graph above that the share prices of this company is doing well in 

almost all quarters, it’s been around Rs.300 to Rs.220 during the recession time and in all other 

quarters has been over Rs.300/share which shows that the share price has been affected by 

recession to some extent. But in the year 2009 it has great recovery when compared to all others 

previous months which is a good symbol for the company. 

 

 

The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 
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percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

As this company falls in the Healthcare sector, it has been doing pretty well even during the 

recession time. The operating profit growth has been good over the years but the sales growth 

has declined during the second quarter of 2008 and even during the final quarter of 2008, it has 

been negative growth during these quarters. And in the second quarter of 2009 the operating 

profit has been excellent when compared to same quarter in previous year. This shows that 

recession has Affected this company to some extent as compared to other sectors in the 

economy. 

 

Chart showing Operating profits, sales growth and even operating margin  

 
 

 

 200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP Growth 67.90% 28.27% 28.13% 22.08% 4.41% 28.31% 16.92% 10.36% 25.47% 26.36% 

Sales 

growth 

8.42% 16.58% -9.40% 20.60% -5.12% 15.39% 14.64% 17.12% 26.62% 15.64% 

Operating 

margin 

37.01% 23.09% 33.82% 23.95% 23.90% 20.98% 23.91% 23.66% 21.72% 18.87% 
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Glaxosmithkline Pharma Ltd 

We can say that the share price has not been affected by recession. It been around Rs.1200 and in 

Jan 2008 it has gone down up to Rs 800. So from this point there has been good recovery and the 

share price has gone above Rs.1400 in the present scenario. That is there has been good 

recovery. 

 

 

The below table shows operating profits and sales growth of the company: Here comparison is 

made between one quarter and similar quarter in previous year. It is represented in terms of 

percentage growth over the same quarter in previous year. So this gives a better picture than 

comparing one quarter with previous quarter of same year. 

 

This company falls in the healthcare sector and its sales growth and operating profit growth has 

been low over the years even before the recession effect. It has also been negative growth of 

operating profits during the third quarter of 2007 and 2008. But in the fourth quarter its operating 

profit growth has been extraordinary when compared to same quarter in the previous year. So we 

can say that recession has made some effect to this company that is has bought negative growth 

for operating profits for two quarters. 

 

 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   36 

 

Chart showing Operating profits, sales growth and even operating margin 

 

 
 

 

 

 

 

 

 

 

 

 200906 200903 200812 200809 200806 200803 200712 200709 200706 200703 

OP Growth 8.44% 7.41% 97.93% -

37.07% 

7.00% 0.66% 5.24% -

12.75% 

6.99% 6.89% 

sales 

Growth 

9.72% 9.08% 8.93% 9.87% 6.34% 0.29% 8.77% 6.53% -3.11% -1.20% 

Operating 

margin 

39.00% 40.50% 62.55% 40.17% 39.46% 41.13% 34.43% 70.14% 39.21% 40.98% 
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Measuring Performance with DuPont Model: 

 

Previously we have found out the price performance of the companies in each sector. Now we 

evaluate the same companies with the help of DuPont model which gives us insights to several 

aspects like operational efficiency and leverage. 

DuPont Formula 

The DuPont formula, also known as the strategic profit model, is a common way to break down 

ROE into three important components. Essentially, ROE will equal the net margin multiplied 

by asset turnover multiplied by financial leverage. Splitting return on equity into three parts 

makes it easier to understand changes in ROE over time. For example, if the net margin 

increases, every sale brings in more money, resulting in a higher overall ROE. Similarly, if the 

asset turnover increases, the firm generates more sales for every unit of assets owned, again 

resulting in a higher overall ROE. Finally, increasing financial leverage means that the firm uses 

more debt financing relative to equity financing. Interest payments to creditors are tax 

deductible, but dividend payments to shareholders are not. Thus, a higher proportion of debt in 

the firm's capital structure leads to higher ROE. Financial leverage benefits diminish as the risk 

of defaulting on interest payments increases. So if the firm takes on too much debt, the cost of 

debt rises as creditors demand a higher risk premium, and ROE decreases. Increased debt will 

make a positive contribution to a firm's ROE only if the firm's Return on assets (ROA) exceeds 

the interest rate on the debt. 

The components contributing to Return on Equity can be graphically presented: 

 

 

 

 

 

 

 

 

 

Return 

on 

Equity 
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Information Technology 

Tata Consultancy Services: 

Over the years the Return on equity is on a downward direction. It is not leverage, because 

equity multiplier has been same through out. But more because the asset turnover has been 

decreasing and profit margin in the last year. 

 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 20.96 24.65 25.15 24.18 22.75 

Asset Turnover 1.66 1.66 1.84 1.99 2.34 

Equity Multiplier 1.01 1.01 1.01 1.01 1.04 

 ROA(%) 34.79 40.92 46.28 48.12 53.24 

 ROE(%) 35.14 41.33 46.74 48.60 55.36 

  

Profit margin was decreasing due to price pressure and relatively higher operating costs. Even 

sales did not grow in proportion to assets causing decline in return on assets. 

 

Patni Computers: 

Patni had no debt in their funds and thus an unlevered firm with return on assets being equal to 

return  on equity. Here profit margin which was pretty high in 2005, declined to around 20% in 

2007.  

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 25.25 33.07 20.62 22.2 32.84 

Asset Turnover 0.61 0.46 0.45 0.43 0.52 

Equity Multiplier 1 1 1 1 1 

 ROA(%) 15.40 15.21 9.28 9.55 17.08 

 ROE(%) 15.40 15.21 9.28 9.55 17.08 

 

Even asset turnover declined and effectively return on equity came down from around 17% in 

FY05 to 9.28% in FY07 then there was growth seen to 15.21% in next FY. 
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Oracle Financial Services Ltd: 

Even Oracle is an unlevered firm with no debt, whose return on equity fell down from 17.74% in 

FY06 to 14.67% during FY08. 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 31.44 22.92 22.85 20.87 21.89 

Asset Turnover 0.63 0.64 0.65 0.85 0.8 

Equity Multiplier 1 1 1 1 1 

 ROA(%) 19.81 14.67 14.85 17.74 17.51 

 ROE(%) 19.81 14.67 14.85 17.74 17.51 

 

This was mainly due to fall in asset turnover from 0.85 to 0,64. This happened mainly due to the 

investment in assets did not generate required amount of sales. 

 

 

 

Realty: 

Parsvnath Developers Ltd: 

Parsvnath which is substantially leveraged, has seen big slump in its returns to its shareholders. It 

fell down from massive 64.43% in FY05 to a mere 6.04% in FY09. 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 15.41 23.68 21.99 16.5 21.73 

Asset Turnover 0.2 0.49 0.5 1.47 1.36 

Equity Multiplier 1.96 1.94 1.69 2.17 2.18 

 ROA(%) 3.08 11.60 11.00 24.26 29.55 

 ROE(%) 6.04 22.51 18.58 52.63 64.43 

 

The major reason for the slump is the asset turnover. During recession their inventory in form of 

properties were not sold which increased inventory assets and sales declined causing drop 

from1.36 to 0.2. Even Profit margins came down adding to the woe. 
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IVRCL: 

IVRCL had a also witnessed a great fall in its return to equity holders. It came down from 48.025 

in FY06 to 12.43% in FY09.  

 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 4.53 5.69 6.03 6.11 5.38 

Asset Turnover 1.55 1.38 1.25 1.32 2.09 

Equity Multiplier 1.77 1.67 1.43 2.44 1.98 

 ROA(%) 7.02 13.11 10.78 19.68 22.26 

 ROE(%) 12.43 21.90 15.41 48.02 44.08 

 

It was due to decline in asset turnover from 2.09 to 1,55 and profit margin erosion from 6.11% to 

4.53% and even lower leverage from 2.44 to 1.77. 

 

 

 

Nagarjuna Construction Company Ltd: 

Nagarjuna also showed similar performance to above real estate in case of ROE. It fell down 

from 17.71% in FY05 to 9,535 in FY07. 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 3.71 4.66 3.46 5.65 4.82 

Asset Turnover 1.42 1.41 1.71 1.31 2.03 

Equity Multiplier 1.74 1.57 1.61 1.49 1.81 

 ROA(%) 5.27 6.57 5.92 7.40 9.78 

 ROE(%) 9.17 10.32 9.53 11.03 17.71 

The reason could be traced due to fall in profit margin from 5.65% to mere 3.46% and fall in 

asset turnover from 2.03 to 1.41 and lower leverage. 

Food: 

Nestle India Ltd: 

Nestle has shown a spectacular performance by return on equity first time crossing 3 digit 

number. 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 11.95 11.35 10.7 11.71 10.62 

Asset Turnover 9.43 8.66 7.27 7.18 7.25 

Equity Multiplier 1 1.01 1.04 1.04 1.02 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   41 

 

 ROA(%) 112.69 98.29 77.79 84.08 77.00 

 ROE(%) 112.69 99.27 80.90 87.44 78.53 

 

The growth was mainly due to marginal increase in profit margin. Improvement in asset turnover 

to massive 9.43 from 7.18.  

 

Britannia Industries Ltd: 

Britannia also showed a impressive performance with the ROE moving from 17.21% to 36.18%. 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 9.47 8.16 5.98 5.19 5.22 

Asset Turnover 3.82 3.12 3.9 3.35 3.89 

Equity Multiplier 1 1.11 1 1 1 

 ROA(%) 36.18 25.46 23.32 17.39 20.31 

 ROE(%) 36.18 28.26 23.32 17.39 20.31 

It was achieved by improves asset turnover, and more importantly sharp growth in profit margin 

from 5.19% to 9.47%. 

 

Glaxosmithkline Consumer: 

Glaxo consumer division also similarly shown a tremendous growth in its returns to equity 

holders. It grew from mere 13.78% in FY05 to 25.16% in FY08. 

 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 11.07 11.65 10.49 9.84 7.45 

Asset Turnover 2.24 2.16 2.23 2.29 1.85 

Equity Multiplier 1 1 1 1 1 

 ROA(%) 24.80 25.16 23.39 22.53 13.78 

 ROE(%) 24.80 25.16 23.39 22.53 13.78 

 

It could achieve it by improving profit margins from 7.45% to 11.65% and asset turnover from 

1.85 to 2.16. 
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Health Care: 

Apollo Hospitals Enterprise Limited: 

Apollo hospitals showed a decline its return on equity. It came down from 15.16% FY09 to 

8.22% in FY08.  

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 7.98 8.85 11.12 8.37 8.26 

Asset Turnover 0.66 0.61 0.77 0.73 0.92 

Equity Multiplier 1.63 1.52 1.56 1.50 2.00 

 ROA(%) 5.29 5.40 8.55 6.14 7.57 

 ROE(%) 8.61 8.22 13.30 9.23 15.16 

 

But if we carefully observe, the profit margin remained same. There was a small decline in asset 

turnover. Bit major decline was caused by lower leverage. Equity multiplier came down fro 2 to 

1.52. We can see that decline in ROA was not as deep as ROE. So the decline in ROE is majorly 

not because of underperformance, but due to mitigating financial risk by reduction of leverage. 

 

Cadila Healthcare Limited: 

Cadila has shown a steady ROE inpast five years. The company’s asset turnover has suffered 

from 1.15 to .85. But it was offset by increased profit margin from 11.68% to 15.3% 

 

 

 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 15.3 13.74 13.63 12.61 11.68 

Asset Turnover 0.85 0.96 1.13 1.12 1.15 

Equity Multiplier 1.67 1.7 1.51 1.59 1.59 

 ROA(%) 13.01 13.19 15.40 14.12 13.43 

 ROE(%) 21.72 22.42 23.26 22.46 21.36 

 

Glaxosmithkline Pharma Ltd 

Glaxo pharma has also shown a consistent performance during past half decade. 

 

  Mar-09 Mar-08 Mar-07 Mar-06 Mar-05 

Profit Margin (%) 25.59 23.08 21.29 19.43 18.73 
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Asset Turnover 1.13 1.25 1.4 1.65 1.59 

Equity Multiplier 1 1 1 1.01 1 

 ROA(%) 28.92 28.85 29.81 32.06 29.78 

 ROE(%) 28.92 28.85 29.81 32.38 29.78 

 

The ROE was around 28.5%-29.5% in all years except in FY06. The profit margin has been 

increasing from 18.73% to 25.59%. But Asset turnover came down from 1.65 to 1.13 which did 

not let ROE grow highly. The company remained almost unlevered during this time. 

 

 

 

 

Regression Analysis: 

 

Simple Regression  

Simple linear regression is the least squares estimator of a linear regression model with a 

single predictor variable. In other words, simple linear regression fits a straight line through the 

set of n points in such a way that makes the sum of squared residuals of the model (that is, 

vertical distances between the points of the data set and the fitted line) as small as possible. 

Coefficient of Correlation  

The most common measure of "association" is coefficient of correlation. R, as it is often 

symbolized, can have a value anywhere between -1 and 1. The larger R, ignoring sign, the 

stronger the association between the two variables and the more accurately you can predict one 

variable from knowledge of the other variable. 

 

ANOVA 

Analysis of variance (ANOVA) is a collection of statistical models, and their associated 

procedures, in which the observed variance is partitioned into components due to 

different explanatory variables. In its simplest form ANOVA gives a statistical test of whether 

the means of several groups are all equal, and therefore generalizes Student's two-sample t-test to 

more than two groups. 
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F-statistics  

If the significance value of the F statistic is small (smaller than say 0.05) then the independent 
variables do a good job explaining the variation in the dependent variable. If the significance 
value of F is larger than say 0.05 then the independent variables do not explain the variation in 
the dependent variable.  
 

T-test  

The t statistics helps in determining the relative importance the variable in the model. For a 

predictor to be useful, the t value should either be much above +2, or much below -2. If the t 

value is neither of the two; the independent variable is not a useful predictor for the dependent 

variable. 

We have done a simple linear regression for the companies with one key dependent variable in 

each sector and tried to find out the relationship between them. 

 

Information Technology Sector:  

 

H0: Foreign Exchange Rates does not have a significant impact on the stock prices of the 

company. 

H1: Foreign Exchange Rates has a significant impact on the stock prices of the company. 

Tata Consultancy Services: 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.755826381 

R Square 0.571273518 

Adjusted R 

Square 0.517682707 

Standard Error 90.09582564 

Observations 10 

ANOVA 

  df SS MS F 

Significance 

F 

Regression 1 86529.28343 86529.28 10.65992 0.011442225 

Residual 8 64938.06238 8117.258 

Total 9 151467.3458       
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  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Upper 

95% 

Intercept 1481.116275 322.4264776 4.593656 0.00177 737.5994849 2224.633 

Forex Rate 

-

23.84782347 7.304186676 -3.26495 0.011442 

-

40.69130814 -7.00434 

 

The R square 0.517 is indicating about 51.7% of variation can be attributed to the dependent 

variable Forex rates. 

  

Here we can see that the significance of F is less than 0.05. We can conclude that  

Foreign Exchange rates does a good job in explaining variation in stock prices of TCS 

The T statistic for Forex rates is also below -2 which tells the significance of the variable in 

changes affected in the stock prices. 

Thus, we cannot accept H0: Foreign Exchange Rates does not have a significant impact on the 

stock prices of the company. 

 

Oracle Financial Services: 

 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.612988466 

R Square 0.37575486 

Adjusted R 

Square 0.297724217 

Standard Error 563.8949251 

Observations 10 

ANOVA 

  Df SS MS F 

Significance 

F 

Regression 1 1531213.663 1531214 4.815478 0.059509475 

Residual 8 2543819.893 317977.5 

Total 9 4075033.555       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Upper 

95% 

Intercept 5773.982714 2018.014188 2.86122 0.021112 1120.433655 10427.53 

Forex Rate 

-

100.3194384 45.7157007 -2.19442 0.059509 

-

205.7400332 5.101156 
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The R square 0.375 is indicating about 37.5% of variation can be attributed to the dependent 

variable Forex rates.  

 

Here we can see that the significance of F is more than 0.05 and thus Forex does not do a good 

job in explaining the variation in stock prices of Oracle. 

 

The T statistic for Forex rates is also below -2  but it is marginally lower which tells the 

significance of the variable in changes affected in the stock prices is not much. 

 

Thus, we can accept H0, 

Accept H0: Foreign Exchange Rates does not have a significant impact on the stock prices of the 

company. 

 

Patni Computers 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.684828396 

R Square 0.468989932 

Adjusted R 

Square 0.402613674 

Standard Error 106.4374481 

Observations 10 

ANOVA 

  df SS MS F 

Significance 

F 

Regression 1 80046.00445 80046 7.065628 0.028889376 

Residual 8 90631.4428 11328.93 

Total 9 170677.4473       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Upper 

95% 

Intercept 1292.496299 380.9083409 3.393195 0.009455 414.1200909 2170.873 

Forex Rate 

-

22.93702162 8.629023426 -2.65812 0.028889 

-

42.83558531 -3.03846 
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The R square 0.469 is indicating about 46.9% of variation can be attributed to the dependent 

variable Forex rates.  

 

Here we can see that the significance of F is less than 0.05 and thus Forex does not do a good job 

in explaining the variation in stock prices of Patni. 

 

The T statistic for Forex rates is also less than -2  but it is marginally lower which tells the 

significance of the independent variable in changes affected in the stock prices is not much. 

Thus, we cannot accept H0, 

Accept H1: Foreign Exchange Rates has a significant impact on the stock prices of the company 

 

Real Estate Sector: 

 

H0: The benchmark lending rates does not have a significant impact on the stock prices of the 

company. 

H1: The benchmark lending rates has a significant impact on the stock prices of the company. 

 

Parsvnath Developers Ltd: 

SUMMARY OUTPUT 

      

        Regression Statistics 

      Multiple R 0.933556 

      R Square 0.871527 

      Adjusted R 

Square 0.850115 

      Standard Error 39.22139 

      Observations 8 

      
ANOVA 

         df SS MS F Significance F 

  Regression 1 62613.22 62613.22 40.7024 0.000697282 

  Residual 6 9229.907 1538.318 

    Total 7 71843.13       

  

          Coefficients Standard t Stat P-value Lower 95% Upper Lower 
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Error 95% 95.0% 

Intercept 1715.143 222.5411 7.707086 0.00025 1170.604766 2259.682 1170.605 

X Variable 1 -113.305 17.75981 -6.37984 0.000697 -156.7614872 -69.8481 -156.761 

 

The R Square 0.871 tells that about 87.1% of the changes in stock prices can be attributed to 

benchmark lending rates. 

Here the F statistic less than 0.05 thus the net sales, independent variable does a good job in 

explaining the changes in stock price performance of Glaxosmithkline pharma 

T statistic is less than -2, thus the relative significance of the independent variable in changes 

affected in stock prices is high. 

Thus, we cannot accept H0, 

Accept H1: Benchmark Lending Rates has a significant impact on the stock prices of the 

company 

 

IVRCL: 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.908446 

R Square 0.825274 

Adjusted R 

Square 0.796153 

Standard Error 49.12467 

Observations 8 

 

 

 

ANOVA 

  df SS MS F 

Significance 

F 

Regression 1 68389.59 68389.59 28.3394 0.001789237 

Residual 6 14479.4 2413.234 

Total 7 82868.99       
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  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 1667.927 278.732 5.983982 0.000978 985.8945796 

X Variable 1 -118.416 22.24411 -5.32348 0.001789 

-

172.8453327 

 

The R Square 0.825 tells that about 82.5% of the changes in stock prices can be attributed to 

benchmark lending rates. 

Here the F statistic less than 0.05 thus the net sales, independent variable does a good job in 

explaining the changes in stock price performance of Glaxosmithkline pharma 

T statistic is less than -2, thus the relative significance of the independent variable in changes 

affected in stock prices is high. 

Thus, we cannot accept H0, 

Accept H1: Benchmark Lending Rates has a significant impact on the stock prices of the 

company 

 

Nagarjuna Construction Company Ltd: 

 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.890486 

R Square 0.792965 

Adjusted R 

Square 0.758459 

Standard Error 38.50185 

Observations 8 

ANOVA 

  df SS MS F 

Significance 

F 

Regression 1 34066.19 34066.19 22.98054 0.003019834 

Residual 6 8894.357 1482.393 

Total 7 42960.54       
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  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 1211.343 218.4584 5.544958 0.001453 676.7941784 

X Variable 1 -83.5751 17.434 -4.7938 0.00302 

-

126.2345759 

 

The R Square 0.792 tells that about 79.2% of the changes in stock prices can be attributed to 

benchmark lending rates. 

Here the F statistic less than 0.05 thus the net sales, independent variable does a good job in 

explaining the changes in stock price performance of Glaxosmithkline pharma 

T statistic is less than -2, thus the relative significance of the independent variable in changes 

affected in stock prices is high. 

Thus, we cannot accept H0, 

Accept H1: Benchmark Lending Rates has a significant impact on the stock prices of the 

company 

Food Sector: 

H0: The CPI-inflation does not have a significant impact on the stock prices of the company. 

H1: The CPI-inflation has a significant impact on the stock prices of the company. 

Nestle India: 

SUMMARY  

    
Regression Statistics 

    
Multiple R 0.021875338 

    
R Square 0.00047853 

    
Adjusted R Square -0.124461653 

    
Standard Error 313.9555836 

    
Observations 10 

    
ANOVA 

  df SS MS F Significance F 

Regression 1 377.523354 377.523354 0.00383 0.952170591 

Residual 8 788544.8676 98568.10846 

Total 9 788922.391       
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  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 1461.003219 196.8101144 7.423415326 7.45E-05 1007.158282 

CPI 1.642733644 26.54382172 0.061887608 0.952171 

-

59.56742895 

 

Here R Square is too low and indicates that it is not attributable for the variation in stock price of 

Nestle 

Here the F statistic more than 0.05 thus the net sales, independent variable does not do a good 

job in explaining the changes in stock price performance of Apollo Hospitals 

T statistic lies within +2 and -2, thus the relative significance of the independent variable in 

changes affected in stock prices is low 

Thus can accept H0:  

The CPI-inflation does not have a significant impact on the stock prices of the company. 

 

Britannia Industries Ltd: 

 

Regression Statistics 

Multiple R 0.535815388 

R Square 0.28709813 

Adjusted R Square 0.197985396 

Standard Error 91.21105122 

Observations 10 

ANOVA 

  Df SS MS F Significance F 

Regression 1 26803.13034 26803.13034 3.221741 0.110406583 

Residual 8 66555.64691 8319.455864 

Total 9 93358.77725       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 1504.459271 57.17769761 26.3119946 4.68E-09 1372.607264 

CPI -13.84165434 7.71156816 -1.794920832 0.110407 -31.62456239 
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Here R Square of 0.287 indicates that about 28.7% of the variation in stock prices can be 

attributed to inflation. 

Here the F statistic more than 0.05 thus the net sales, independent variable does not do a good 

job in explaining the changes in stock price performance of Apollo Hospitals 

T statistic is lies within +2 and -2, thus the relative significance of the independent variable in 

changes affected in stock prices is low. 

Thus can accept H0:  

The CPI-inflation does not have a significant impact on the stock prices of the company. 

 

 

Glaxosmithkline Consumer: 

SUMMARY 

OUTPUT 

Regression Statistics 

Multiple R 0.489842744 

R Square 0.239945914 

Adjusted R Square 0.144939153 

Standard Error 121.4009097 

Observations 10 

ANOVA 

  Df SS MS F Significance F 

Regression 1 37222.25925 37222.25925 2.525567 0.15067775 

Residual 8 117905.447 14738.18087 

Total 9 155127.7063       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 763.2018734 76.10288898 10.02855323 8.31E-06 587.7082968 

CPI -16.31160159 10.26401272 -1.589203174 0.150678 -39.98045735 

 

Here R Square of 0.239 indicates that about 23.9% of the variation in stock prices can be 

attributed to inflation. 
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Here the F statistic more than 0.05 thus the net sales, independent variable does not do a good 

job in explaining the changes in stock price performance of Apollo Hospitals 

T statistic is lies within +2 and -2, thus the relative significance of the independent variable in 

changes affected in stock prices is low. 

Thus can accept H0:  

The CPI-inflation does not have a significant impact on the stock prices of the company 

 

Health Care: 

Ho: The net sales of each company do not have a significant impact on the stock prices of those 

companies. 

H1: The net sales of each company have a significant impact on the stock prices of those 

companies. 

 

Apollo Hospitals: 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.7273312 

R Square 0.5290106 

Adjusted R Square 0.4766785 

Standard Error 99.4483 

Observations 11 

ANOVA 

  df SS MS F 

Significance 

F 

Regression 1 99974.801 99974.801 10.108712 0.0111952 

Residual 9 89009.679 9889.9643 

Total 10 188984.48       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept 671.5848 153.54495 4.3738646 0.001787 324.242 

X Variable 1 -1.4320842 0.4504231 -3.1794201 0.0111952 -2.451012 
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Here R Square of 0.529 indicates that about 52.9% of the variation in stock prices can be 

attributed to Net sales. 

Here the F statistic less than 0.05 thus the net sales, independent variable does a good job in 

explaining the changes in stock price performance of Apollo Hospitals 

T statistic is more than 2, thus the relative significance of the independent variable in changes 

affected in stock prices is high. 

Thus, we cannot accept H0, 

Accept H1: Net sale has a significant impact on the stock prices of the company 

 

 

Cadila Healthcare Limited: 

 

Here R Square of 0.268 indicates that about 26.8% of the variation in stock prices can be 

attributed to Net sales. 

Here the F statistic more than 0.05 thus the net sales, independent variable does not do a good 

job in explaining the changes in stock price performance of Cadila Healthcare 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.51820778 

R Square 0.26853931 

Adjusted R Square 0.1872659 

Standard Error 66.95619208 

Observations 11 

ANOVA 

  Df SS MS F Significance F 

Regression 1 14812.9269 14812.9269 3.304147197 0.1024713 

Residual 9 40348.18492 4483.131658 

Total 10 55161.11182       

  Coefficients Standard Error t Stat P-value Lower 95% Upper 95% 

Intercept 10.71468729 177.0924676 0.060503349 0.953076985 -389.8963059 411.33 

Sales 0.758039817 0.417025224 1.817731332 0.1024713 -0.18533678 1.7014 
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T statistic is less than 2, thus the relative significance of the independent variable in changes 

affected in stock prices is low. 

Thus, we can accept H0, 

Accept H0: Net sales do not have a significant impact on the stock prices of the company 

 

Glaxosmithkline Pharma Ltd 

 

SUMMARY OUTPUT 

Regression Statistics 

Multiple R 0.5495254 

R Square 0.3019782 

Adjusted R 

Square 0.2147254 

Standard Error 69.334919 

Observations 10 

ANOVA 

  df SS MS F Significance F 

Regression 1 16637.978 16637.978 3.4609596 0.099874535 

Residual 8 38458.648 4807.331 

Total 9 55096.626       

  Coefficients 

Standard 

Error t Stat P-value Lower 95% 

Intercept -112.73853 239.05681 -0.4715972 0.6498084 -664.0045212 

X Variable 1 1.0639014 0.5718776 1.8603655 0.0998745 -0.254850788 

 

Here R Square of 0.30 indicates that about 30.1% of the variation in stock prices can be 

attributed to Net sales. 

Here the F statistic more than 0.05 thus the net sales, independent variable does not do a good 

job in explaining the changes in stock price performance of Glaxosmithkline pharma 

T statistic is less than 2, thus the relative significance of the independent variable in changes 

affected in stock prices is low. 

Thus, we can accept H0, 

Accept H0: Net sales do not have a significant impact on the stock prices of the company 
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Key observations & Conclusion: 

The study has given a comprehensive picture of the impact of how the different sectors fared in 

recessionary period. Some of the sectors are affected highly because of its nature and 

dependence on global economy. Some have put up a decent show inspite of the turmoil. On basis 

of sector indices of BSE (Bombay Stock Exchange) we could identify two most affected and two 

least affected sectors keeping stock performance as key parameter. From above study Realty and 

IT sector were most affected and Health Care and Food sector are least affected respectively. 

The sector indices’ graphs help us as visual aid in recognizing the quantum of impact on each 

sector. Likewise same techniques were used to identify the underperforming three companies in 

each of two most affected sectors and two least affected sectors again the key parameter being 

stock performance during recession. 

Then the operational performance of these companies was studied using DuPont Model to 

observe whether they lead to same results.  

The results were in similar lines with DuPont study, IT and Realty companies’ return on equity 

was declining during recession period. This can be attributed largely to sliding profit margins as 

the IT expenditures were seen consciously in US and other parts of world and Real estate prices 

fell down around 5-20 percent in all major cities. Other major reason especially in Realty was the 

return on assets came down rapidly. The reason can be traced as slump in demand for their 

products like office and residential spaces which led to huge pile up of inventory leading to 

lower return on assets. 

Contrast can be observed in case of other two sectors Healthcare and Food sector. Except for 

Apollo hospitals, other two companies in health care had shown  a marginal increase during 

recession inspite of falling ROA. This could be possible because of robust growth in profit 

margins. In case of Apollo Hospital, the fall in Return on equity is not because of operational 

underperformance; rather it can be attributed to reducing equity multiplier which is more of 

company policy than performance indicator. In case of Food sector, there was impressive growth 

in ROE. This was result of both improved profit margins and ROA. 
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We have also conducted a regression analysis to see the impact of a key variable in case of each 

sector.  

In case of IT we took foreign exchange as key variable and run an regression analysis with stock 

prices as dependent variable. The correlation coefficient for TCS was higher than other two. 

And, Except for TCS other two companies resulted in a conclusion of foreign exchange has no 

significant impact on stock price variation. 

In case of Realty, Benchmark lending rates were taken as key independent variable. The result 

gave a strong correlation between the stock price performance and all three of them resulted in 

same conclusion that interest rates have significant relationship and impact on stock price 

performance.  

When it comes to Food sector, the  variable chosen was consumer price index and its showed 

almost no correlation with Nestle stock, and a weak correlation with Brittania and Glaxo 

Consumer. 

In case of Healthcare, correlation was higher in Apollo Hospitals than of Cadila Pharma and 

Glaxosmithkline Pharmaceuticals. Except Apollo, other two resulted in a conclusion that there is 

no significant impact on stock price performance. 

With all above analysis and observations, we can say that IT and Realty sector has definitely 

been affected by the global recession both stock performance and operational performance wise. 

On the other hand, Food and health care sector even though affected, the quantum is low and 

mostly in stock prices were affected and no impact could be clearly seen in operational 

performance. 

 

 

 

 

 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   58 

 

 

 

References 

1. Norris, Floyd (August 10, 2007), "A New Kind of Bank Run Tests Old Safeguards", The 

New York Times 

2. Wall Street Journal. "TED Spread spikes in July 2007". Wall Street Journal. 

3. Paolo M Martelli 5 May 2008 the Economic Times 

4. Has the US Slowdown Hit Real Estate Sector? By Siddharth A. Pai and Deepak Khosla, 

The Economic Times, 25 April 2008. 

5. IT, BPO Market in for ‘Slowest’ Growth, New Innovative Services to drive Phase 2 

Growth: IDC(The Hindu Business Line, 1 January 2009 

6. Can Global Financial Turmoil Derail India’s Growth? by Rajeev Malik, Ajit, Ranade, 

Nagesh Kumar, The Economic Times, 25 March 2008.) 

7. ServicesWon’t Save us from Recession by Swaminathan S. Anklesaria Aiyar, the 

Economic Times, 14 January 2009. 

8. C. P. Chandrasekhar and Jayati Ghosh, The Analyst, November 15,2008 

9. End of India’s Rave? by Shreekant Sambrani, Business Standard, 5 December 2008 

10. Ashwani Windlass, 19 Jun 2009, What are the silent killers of slowdown 

11. Real Estate Crisis Badly Hits Retail Sector (2009-03-30) Deepak Varma, NewsWire 

12. All the above companies stock prices are according to database of BSE site 

http://www.bseindia.com/histdata/stockprc2.asp 

13. Operating Profit and Net Sales taken from Capitaline Database www.capitaline.com on 

Quarterly basis. 

14. Anderson, S. W. (2005). Statistics for Business and Economics. Thomos: South-westren.  

15. BSE Website. (n.d.). Retrieved September 2009, from 2009  

16. Capitaline Database. (n.d.). Retrieved 2009, from http://www.capitaline.com  

17. Deloitte. (2009). Global economic slowdown and its impact on the financial services 

industry in India. Deloitte. 



Recession Effect in India: Mapping Declines and Recovery Across Sectors 

 

 Subrahmanya Rao & Prateeth Rai, 2009   59 

 

JOURNALS REFERRED 

18. • Indus Business Journal 

19. • Real Estate Journal 

20. • Euro Journals‐Real Estate 

RESEARCH REPORTS REFERRED 

21. • CRISIL Report on Real Estate‐2009 

22. • IDFC SSKI India Research Report‐Real Estate India 

23. • Centrum Research Report on Real Estate 

BOOKS REFERRED 

24. • Andrew McLean and Gary W. Eldred, Investing in Real Estate, Fourth Edition. 

25. • Robert Irwin, Buy, Rent and Sell: How to Profit by Investing in Residential Real Estate. 

 

 

 
 

 


