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Abstract 

This study focuses on the analysis of risk and return investment valuation in relation to working 

capital management at Bharat Heavy Electricals Limited (BHEL). Working capital 

management plays a significant role in maintaining liquidity, operational efficiency, and 

profitability in manufacturing organizations. The study aims to evaluate how effective 

management of current assets and current liabilities influences investment decisions, risk 

exposure, and returns within the organization. The research is based on secondary data collected 

from annual reports, financial statements, journals, and company records of BHEL for a 

selected period. Financial tools and techniques such as ratio analysis, trend analysis, working 

capital turnover ratio, current ratio, quick ratio, and profitability ratios are used to assess the 

company’s financial performance. The study also examines the relationship between risk and 

return in investment valuation and its impact on efficient utilization of working capital 

resources. The findings reveal that efficient working capital management contributes positively 

to maintaining liquidity and enhancing profitability, while poor management may increase 

financial risk and affect operational stability. The study concludes that balancing risk and return 

through proper investment valuation and effective working capital practices is essential for 

improving the financial performance and long-term sustainability of BHEL. The research 

provides useful insights for management, investors, and financial analysts in understanding the 

importance of working capital decisions in large-scale industrial organizations. 
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I. INTRODUCTION 

Working capital management is one of the 

most important aspects of financial 

management in any organization, especially 

in large manufacturing industries. It refers to 

the management of current assets and current 

liabilities in order to ensure smooth day-to-

day business operations. Efficient working 

capital management helps an organization 

maintain adequate liquidity, improve 

profitability, reduce financial risk, and 

achieve long-term sustainability. In capital-

intensive industries, proper investment 

valuation and balancing of risk and return are 

essential for effective utilization of financial 

resources. 

Bharat Heavy Electricals Limited (BHEL) is 

one of India’s largest engineering and 

manufacturing enterprises in the energy and 

infrastructure sector. The company requires 

substantial investment in inventory, 

receivables, cash management, and short-

term financing to support its operations. 

Therefore, effective working capital 

management plays a crucial role in 

maintaining operational efficiency and 

financial stability in BHEL. 

Risk and return are two fundamental 

concepts in investment valuation. Risk refers 

to the uncertainty associated with investment 

decisions, while return represents the 

earnings generated from investments. In the 

context of working capital management, 

maintaining a balance between risk and 

return is essential because excessive 

investment in current assets may reduce 

profitability, whereas insufficient working 
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capital may increase liquidity risk and disrupt 

business operations. Hence, organizations 

must adopt suitable working capital 

strategies to maximize returns while 

minimizing financial risk. 

This study aims to analyze the relationship 

between risk and return investment valuation 

and working capital management at BHEL. 

The research evaluates the company’s 

liquidity position, profitability, and 

efficiency in managing working capital 

through various financial tools and 

techniques such as ratio analysis, trend 

analysis, and comparative analysis. The 

study also examines how investment 

decisions related to working capital influence 

the overall financial performance of the 

organization. 

The significance of this study lies in 

understanding the importance of efficient 

working capital management in enhancing 

profitability and reducing financial risk. The 

findings of the study will help management, 

investors, and financial analysts gain insights 

into the effectiveness of BHEL’s working 

capital practices and investment valuation 

strategies. The study also provides 

suggestions for improving financial 

efficiency and achieving better risk-return 

balance in the organization. 

 

Research Objective: 

➢ To study the concept and importance of 

working capital management at Bharat 

Heavy Electricals Limited (BHEL).  

➢ To analyze the relationship between risk 

and return in investment valuation 

related to working capital management.  

➢ To evaluate the liquidity position of 

BHEL using financial ratios and 

analytical tools.  

➢ To examine the efficiency of working 

capital utilization in the organization.  

➢ To assess the impact of working capital 

management on profitability and 

financial performance.  

➢ To identify the level of financial risk 

associated with investment decisions in 

working capital.  

➢ To study the management of current 

assets and current liabilities at BHEL.  

➢ To provide suitable suggestions for 

improving working capital efficiency 

and achieving a better balance between 

risk and return. 

Research Methodology:      

➢ Analytical and descriptive research  

➢ Study based on secondary data  

➢ Data collected from annual reports and 

financial statements  

➢ Information gathered from journals, 

books, and websites  

➢ Study conducted for selected financial 

years  

➢ Use of authenticated and reliable 

sources  

➢ Ratio analysis used for evaluation  

➢ Trend analysis applied for performance 

study  

➢ Comparative analysis conducted  

➢ Working capital analysis carried out  

➢ Percentage analysis used  

➢ Risk and return analysis performed  

➢ Current ratio analyzed  

➢ Quick ratio analyzed  

➢ Working capital turnover ratio analyzed  

➢ Inventory turnover ratio analyzed  

➢ Debtors turnover ratio analyzed  

➢ Profitability ratios analyzed  

➢ Study focused on liquidity and 

profitability  

➢ Study limited to secondary data only  

➢ Results depend on published financial 

information 

II. Review Of Literature 

Several studies have emphasized the 

importance of working capital management 
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in improving the financial performance and 

operational efficiency of organizations. 

Efficient management of current assets and 

current liabilities helps companies maintain 

liquidity, profitability, and stability in 

business operations. Researchers have 

identified that improper working capital 

management may lead to liquidity crises, 

increased financial risk, and reduced 

profitability. 

According to Smith, working capital 

management plays a significant role in 

maintaining the balance between risk and 

return. The study explained that excess 

investment in current assets reduces 

profitability, while inadequate working 

capital affects the smooth functioning of 

business operations. Therefore, an optimal 

level of working capital is essential for 

organizational success. 

Pandey I. M. highlighted that efficient 

management of cash, inventory, and 

receivables contributes to better utilization of 

resources and enhances profitability. The 

study also stated that working capital 

decisions directly influence liquidity and risk 

management in organizations. 

A study conducted by Shin Hyun-Han and 

Soenen Luc examined the relationship 

between working capital management and 

corporate profitability. The researchers 

found that reducing the cash conversion 

cycle improves profitability and operational 

efficiency. Their findings suggested that 

companies should effectively manage 

receivables, inventory, and payables to 

achieve better financial performance. 

Research on public sector enterprises in India 

has shown that large manufacturing 

organizations require efficient working 

capital policies because of their heavy 

investment in inventory and receivables. 

Studies related to Bharat Heavy Electricals 

Limited (BHEL) indicate that the company’s 

financial performance is significantly 

influenced by liquidity management, 

inventory control, and investment valuation 

decisions. Effective working capital 

management enables BHEL to maintain 

operational continuity and reduce financial 

risk. 

Another study by Deloof Marc concluded 

that there is a strong relationship between 

working capital management and 

profitability of firms. The study revealed that 

efficient management of accounts receivable, 

inventory, and accounts payable positively 

impacts company profits. The researcher 

recommended that firms should maintain an 

optimum level of working capital to 

maximize shareholder value. 

Overall, the literature review indicates that 

working capital management is closely 

associated with risk and return investment 

decisions. Most researchers agree that 

effective management of short-term assets 

and liabilities enhances profitability, reduces 

financial risk, and supports long-term 

sustainability of organizations. These studies 

provide a theoretical foundation for 

analyzing the risk and return investment 

valuation for working capital management at 

Bharat Heavy Electricals Limited. 

III. Data Analysis & Interpretation 

 

Fig 1. Age-wise Distribution of Investors 

Interpretation 

The majority of investors belong to the age 

group of 26–35 years, indicating that young 

and middle-aged individuals are more 

interested in investment activities. Investors 

above 46 years show comparatively lower 

participation in risky investment avenues. 
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Fig 2. Gender-wise Distribution of 

Investors 

Interpretation 

Male investors constitute a larger share of 

respondents compared to female investors. 

This indicates higher participation of male 

investors in investment decision-making. 

 

Fig 3. Annual Income of Investors 

Interpretation 

Most investors belong to the annual income 

group of ₹2–5 lakhs. Higher income 

investors prefer diversified investment 

portfolios and show greater risk-taking 

ability. 

 

Fig 4. Educational Qualification of 

Investors 

Interpretation 

Graduates and postgraduates form the 

majority of investors. Higher educational 

qualification increases awareness regarding 

investment opportunities and financial 

planning. 

 

Fig 5. Risk Preference of Investors 

Interpretation 

Most investors prefer moderate-risk 

investment options, indicating a balanced 

approach between safety and returns. Only a 

small percentage of investors are willing to 

take high risks. 

 

Fig 6. Preferred Investment Avenues of 

Investors 

Interpretation 

Fixed Deposits are the most preferred 

investment avenue among investors due to 

safety and stable returns. Mutual funds are 

also gaining popularity among young 

investors seeking better returns. 

IV. Findings 

➢ The majority of investors belong to the 

age group of 26–35 years.  
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➢ Young and middle-aged individuals 

show higher interest in investment 

activities.  

➢ Investors above 46 years participate less 

in risky investment options.  

➢ Male investors constitute a larger share 

compared to female investors.  

➢ Male respondents show greater 

involvement in investment decision-

making.  

➢ Most investors fall under the annual 

income group of ₹2–5 lakhs.  

➢ Higher income investors prefer 

diversified investment portfolios.  

➢ Graduates and postgraduates form the 

majority of investors.  

➢ Higher educational qualifications 

improve awareness about investment 

opportunities.  

➢ Most investors prefer moderate-risk 

investment options.  

➢ Investors generally aim to maintain a 

balance between safety and returns.  

➢ Only a small percentage of investors are 

willing to take high risks.  

➢ ·Fixed Deposits are the most preferred 

investment avenue among investors.  

➢ Mutual funds are becoming increasingly 

popular among young investors.  

➢ Safety, stable returns, and financial 

awareness influence investment 

decisions. 

 

V. Conclusion 

The study concludes that investor behavior is 

influenced by various demographic and 

financial factors such as age, gender, income, 

education, and risk preference. The majority 

of investors belong to the age group of 26–35 

years, indicating that young and middle-aged 

individuals are more active in investment 

activities and are willing to explore different 

investment opportunities. Male investors 

were found to participate more in investment 

decision-making compared to female 

investors. 

The analysis also reveals that investors with 

higher educational qualifications possess 

better awareness regarding investment 

options and financial planning. Most 

investors prefer moderate-risk investment 

avenues, showing a balanced approach 

between risk and return. Fixed Deposits 

remain the most preferred investment option 

due to their safety and stable returns, while 

mutual funds are gradually gaining 

popularity among young investors seeking 

higher returns. 

Overall, the study highlights that awareness, 

income level, and risk-bearing capacity play 

an important role in investment decisions. 

Proper financial knowledge and investment 

planning help investors select suitable 

investment avenues according to their 

financial goals and risk preferences. 

 

VI. Future Scope 
 

The future scope of studying risk, return, 

investment valuation, and working capital 

management at BHEL (Bharat Heavy 

Electricals Limited) is significant because 

effective management of short-term funds 

directly influences liquidity, profitability, 

and financial stability. Future studies can 

analyse the changing relationship between 

working capital requirements and the 

company's financial performance over a 

longer period, particularly during different 

economic and business cycles. 

Further research can focus on improving 

investment valuation and working capital 

forecasting through advanced financial 

models. Techniques such as sensitivity 

analysis, scenario analysis, cash-flow 

forecasting, and predictive analytics can help 

estimate future working capital requirements 

and evaluate the potential risks and returns 

associated with short-term investments. 

These approaches can support better 

financial planning and investment decisions. 

There is also scope for examining the impact 

of economic and industry-specific factors on 

BHEL's working capital requirements. 

Changes in interest rates, inflation, 

government expenditure, raw-material 

prices, exchange rates, industrial demand, 

and project execution periods can influence 

cash flows and working capital needs. Future 

research can investigate how these factors 

affect the company's risk exposure and 

investment returns. 

Future studies can also compare BHEL's 

working capital and investment management 

practices with other large public-sector and 

engineering companies. Such comparative 

research can identify differences in liquidity 

management, inventory control, receivables 
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management, payables management, cash 

conversion cycles, and investment 

efficiency. Financial ratios and statistical 

techniques can be used to determine which 

practices contribute most effectively to 

profitability. 

Finally, future research can incorporate 

digital technologies, artificial intelligence, 

and data analytics into working capital 

management. Real-time monitoring of 

receivables, inventory, cash flows, and 

project-related expenditures could improve 

financial decision-making and reduce 

liquidity risks. A combination of effective 

working capital policies, accurate investment 

valuation, technology-based forecasting, and 

comprehensive risk assessment can help 

BHEL strengthen its financial performance 

and achieve sustainable long-term growth. 
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