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Abstract
Thepurposeof thispaper isto analyze therelationshipofthe

ageof compani esandthei ndustrysectoronfinancial performancevariablesforNIFTY 100l ndexcompa
ni es.Themi nimumageofacompanyinNIFTY 100i ndexwassevenyearsandthemaximumageis114

years.Further, these companies have been divided into nine industry sectors. To
analyzetherelationship,sixteen  financia  performance  variableshavebeentakenfor  the

financialyear2019.

It has been found that older companies have better performance in terms ofreturn
rati os,stakehol ders-

relatedratios,|everage,replacementratios. Y oungercompani eshavebetteroperational efficiencyand

marketval uation.lthasal sobeenobservedthatthereisasignificant  difference in return ratios for
Telecom and Utility, Financial, Industrial,
Consumerstaples,| T,EnergyandConsumerDiscreti onary Sectors. Thefindingsof thi spaperwill enabl
e investors in making prudent investment decisions and will enable them to understandhow

theageand industry of acompany impactthefinancial performanceofcompaniesinindia.

K eywor ds: Corporategovernance,Age,Industrysector,financial performance

. I ntroduction

Busi nessespri maryfinancial goali sachi evinghigherprofitabilityaswell asweal thmaximi zationthrou

ghal ltheiroperational activities.A partfromthatsustai nability,goodcorporategovernance  practices,
and fulfilling their socialresponsibility are cruciato
successforanybusi nessi npresentti mes.Readi nesstochange,innovati on,andtechnol ogi cal soundness

al socontributetothel ong-termsurvival of acompany.Further inthecontextof
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financial performancethegoing concern concept of accounting reflects that age and long

lifeofbusinessentities areimportant forsustainability.

Basti et a. (2011) analysed Turkish companies and found that age significantly impacts
firmperformance.lthasgeneral lybeenobservedthatol dercompani esperformbetterthanyounger
companies because of thelearning curve effect.Ghafoorifard et
al.,2014,confirmsthatol dercompani eshavemoreexperience,whichmakesthemoutperformnewerfir
ms.However,anothersetoffinanceliteraturesuggeststhatyoungerfirmsaremorei nnovativeand
flexible, so they perform better (Lwango et al., 2017). Legesse’s (2018). Prajogo,

(2006)addsthatprocessandproducti nnovationsarecruci al toi mprovementinfinanci al performance.

However, literature also indicates that the performance of companies aso varies based
onindustrial sectors,assomei ndustriesmayperformbetterthanothers. Esteve-Pérezetal .(2018)  hold
that age has a relationship with the industry (sector) life cycle and impacts firms’survival.
MacKay and Phillips (2005) found a dgnificant relationship between the
industrysectorandfinancial decisionmaking.Hande(2017)suggestsnostrongassoci ationbetweenthe
industry sector and financial performance.Inthisstudy,an
attempthasbeenmadetoanal yzeandexaminethelinkbetweenage,i ndustrysectorandfirmperformanc

e

This paper analyzes the relationship of age and industry with different financial
performancevariables for NIFTY 100 Index companies. For the purpose of the study, Nifty 100
samplecompanies were categorizedinto4  agegroups,wherethe  minimum ageof a
companyinNIFTY 100indexwas 7 years and the maximum agell4 years.Further, companies
aredivided into 9 industry sectors. Sixteen financial variables have been studied for the
financialyear2019.

I, LiteratureReview

Since firms’ performance is dependent on the operating efficiency as well as various
otherdemographic characteristics like age, industry sector, ownership, business house
association,stake of government, board characteristics, and other such variables, this study has

analysedonlytwovariabl esi.e.theageofthecompanyandthei ndustrysector.

Theliteraturereviewhereunderhighlightsstudi esthatf ocusonageandi ndustrysectorimpact on firm
performance  in  emerging  economies.  Legesse’s  (2018)  study of  the
Ethi opi aneconomyestablishednocorrel ationbetweenfirmageandfinancial perf ormance(sales). Akb

en-Sel cuk(2016)exami nedthei mpactof ageonthefinancial perf ormanceof 302firms
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and captured the convex relationship between age and firm performance.Capasso et a.
(2015)justify thesamebystudying theltalianwineindustryandrevealedthat theol derwinerieshave
better financia performance than the younger wineries. It also supports that
financial performanceis asignificantdeterminant ofthe firm’s going-concern assumption.Osunsan
etal. (2015) found age to be a significant variable. Ghafoorifard et a. (2014) revealed that
olderfirms have better performance by analysing 96 companies of Tehran. Bianco et a.
(2013)analysed the impact of age and size on family-owned businesses financia decisions. It
wasfound that a business’s financial performance declines with age, but in specific sectors,
ol dercompani esperformbetterthanyoungercompani es.Kipesha(2013)ana ysed T anzaniaandfound
a podtive relationship between age and firm performance of microfinance
ingtitutions.Dogan(2013) revealed that age had a negatively significant resulton firm
performance.Coadet a. (2013) investigated the Spanish manufacturing sector and supported the
argument

thatol dercompanieshavebetterproductivity,sales,andprofits.Bastietal .(2011)anal ysedTurkish
companies and found that age significantly impacts firm performance. Gurbuz et al.(2010)
could not find any significant relationship between age and firm performance. Lodererand
Waelchli (2010) conclude that firm performance declines with age because of rigidity
i noperati onsi nol dercompani esandthehi ghcostof corporategovernanceandtopmanagement
compensation. . Maumdar (1997) established that older Indian firms are
lessproductivebuthavebetterprofitability,andfirmperformancei mproveswithageand everagedecre

ases.

Specificresearchershaveestablishedstati sticallysignifi cantdifferencesinperf ormancebasedonthefi

rmsector.Al-Slehat(2019)anal ysedtheindustrial sectorandsuggestedthatfor long term survival
companies must have an optima mix of debt and equity. Zaborek
andMazur’s(2019)analysedpolishcompaniesandrevealedsignificantdifferencesintheservices and
manufacturing sector, and the service sector doing better
thanthemanufacturing.Lietal.(2018)analysedage, busi nesssector,ownershi pandl everageandfoundt
hatmanufacturing and services firmsoperatedifferently,so their performancealso varies.Duttaet
al.(2018) analyzed 6 industry sector companies of NSE and proved that there is an
inverserel ationshi pbetweenfinancialleverage andthe valueofthe
firm.LahiriandPurkayastha(2017)al soreveal edthattheservicesectorperformsbetterthanthemanufa

cturingsectorinthe Indian context. Likewise, Seo et al. (2016) investigated Korean firms and

found differentpatternsbetweenserviceandmanuf acturingcompani es.ReedandStorrud-
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Barnes(2009)reveal edthatmanufacturingandservicesectorcompani esdifferinfinancial performanc

e
1. ResearchMethodology

Themain objective of thisstudy is to anayzetherelationshipbetween age,industry sectorand
financial performance of companies. For this analysiss a sample ofNifty
100compani eswascategori zedi ntodagegroupsand9industrysectors.Dataforfinancial vari abl eshave
been taken for sixteen variables for the year 2019, which has been compiled for NIFTY
100Indexcompani es fromtheCM | EProwessdatabase.

Foranalysi soffinancial perf ormancesi xteenvariabl esincludebeta-measureofvol atility,closing
price,marketcapitalization,enterprisevalue,earningsper share(EPS),pricetoearnings ratio, tobin’s
Q, return on equity, earnings before interest and tax (EBIT), return oncapital employed,return
on assets ratio, return on sales, dividend yield, CSR spend, price tobookratioandtotal debtratio
Agewisecompani eshavebeencl assifiedas0-25years, 25-50years,50-
75yearsandabove75years.|ndustrysectoraffiliati onof thesecompani escomprisesheal thcare,inform
ationtechnol ogy(IT),financial s,consumerstapl es,energy,material s,consumerdiscretionary,industr

ialsand utilities,andtelecoms.

Foranalysi sof data,thevari ousstati sti cal tool sappliedincl udedescriptivestatistics, ANOV A

andDuncan’sPost-HocTest
HypothesesFramed
Thefollowingnullhypotheseshavebeentested.

Ho.: Ther ei snosignificantdiffer encei ntheageofcompani esandtheir financial performancevariable

s
Ho2: Ther ei snosignificantdiffer enceinthei ndustrysector compani esandtheir financi al perfor mance

variables

IV. AnalysisofData
Theanalysi soffinancial vari abl esbasedonageandi ndustrysectorhasbeencarriedoutinT abl eland2bel ow

1) RelationshipofCompanies’ AgewithFinancialPerformance

Theageof compani eshasbeencategorizedintof ourgroups,i.e.0-25years,25-50years,50- 75 years

and above 75 years and mean values of financial variables are given against eachcategory.
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Tablel-Age-wiseDescriptiveStatisticsof Financial Per for manceVariablesof F.Y .

2019
M eanStatistic
FinancialPerformanceVa Ageof CompanyCategory
riables AboversYe
0-25Years 25-50Y ears 50-75Years ars

Beta-Measureofvolatility .9336 .8993 1.2465 7945
ClosingPrice 1487.8743 | 1494.0383 4825.7390 1170.0545
MarketCapitdlization 664835.7929 | 1472559.4890 | 519529.2880 | 1412629.2255
EnterpriseVaue 788213.8786 | 1731281.5081 | 481274.1480 | 1311694.5800
EarningsPershare 30.4757 67.1069 180.0215 33.7755
PricetoEarningsratio 62.8800 34.9083 611775 37.5573
Pricebybookratio 89121 5.4636 5.2870 12.1391
TotaDebtratio 365174071 | 152212.3476 | 127714.8200 | 45686.8000
Tobin’sQ 5.3367 2.9374 2.3765 5.6672
ReturnonEquityratio 0.1256 0.1552 0.1433 0.2646
Enaé?;gngefore' nterest 25320621 | 79938.052 45708760 | 70716.082
ReturnonCapital 0.1180 0.1754 0.1642 0.2880
Employed
ReturnonAssetsratio 0.0787 0.1074 0.0710 0.1397
ReturnonSalesratio 0.2649 0.2254 0.1578 0.1909
DividendYieldratio 20.5164 63.7995 100.4843 30.6520
CSRSpend 0.0181 0.0216 0.0300 0.0278

Table 1 depicts age-wise descriptive of financia performance variable for the financia
year2019.Beta, which is considered a measure of volatility, the value is the highest for
companiesunder the agegroup of 50-75 years,reflecting that this agegroup has a high risk and
hi ghreturn.Compani esabove75yearshavemoreweal th thanother
agegroupcompani es,asmarketcapitali zationmeani sthehighest. T heenterpri seval uerefl ectingthecos
tof purchasingacompanyisthehighestfor25-50  years.50-75yearsof compani eshavethehighestEPS
mean, thus, these companies are relatively profitable based on per-share price.Price to earnings
ratioshowsthat investors want to investmore in companies with
ahighpricetoearningsrati oasi tl eadstohi gherf uturegrowthorf uturereturn.Companiesabove75 years
are relatively more confident about their growth aspects as price to book is highest.However,
atoo high priceto book ratiocan reflect that the company is overval ued.25-50years of companies
are a risk as their borrowing capacity reduces with a high tota debt ratio,leading
tofinancidinflexibility. High tobin's Q ratio reflects that the company'smarket
val uei sgreaterthantheval ueof companyrecordedassets. Thecompani esfal linginagegroupfor
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above 75 years has the highest Tobin's Q ratio.Above 75 years of companies has the
highestreturnonequityrati o,andthesecompani eseffici entlyutili zedequitycapitaltogenerateprofits.
For EBIT companies with the age of 25-50 years reflect that companies under agegroup25-
50years havemoreearning ability thatgenerateshighrevenuesthanotheragegroups.Return on
capitalemployed values revealthatcompanies undertheage group above75 years have generated
the highestreturn for theirinvestors.Return on assetsratios
meanscoref orabove75yearsof compani esi sthehi ghestandthesecompani esgeneratethehi ghest
returnsbyutilizingtheirassets.L ookingatreturnonsal esrati os,0-

25yearsof companieshavethehi ghestaveragescore.Highreturnonsal esratios reflects
thatthecompaniesareefficientlyconverting  their  salesintoprofit.  Similarly, if we
lookatthedividend yield ratiothe averagescore of50-75 years ofcompanies isrelatively high.
ForCSR spending, as per the Companies Act, companies must spend 2 per cent of ther
averageprofit for the preceding three years. The companies under 50-75 years of age group

spendrel ativel yhi gherascomparedtoother agegroupcompanies.

i) Relationshipofl ndustrySector withFinancial Performance

This section anayses the reationship of the industry sector with financial performance.
Theindustry has been classified under nine heads: healthcare, information technology,
financials,consumerstapl es,energy, materials,consumerdi scretionary,industrial sandutiliti es,andtel

ecoms. Mean values of 16 financia performance variables of nine industries are analysedhere.

Table2-1ndustry-wiseDescriptiveStatisticsof Financial Per for manceVariablesof F.Y .

2019
MeanValues
Financia IndustryClassification
|Perform Infor Consu
anceVari matio Consu mer Di Utiliti
ables Healt | nTech merSt screti es&T
hCar | nolog | Financ | aples | Energ | Mater | onary | Indus | eleco
e y ials y ials trials m
Beta-
][V'eawreo 6650 | .3717 | 1.0881 | .5450 | 1.0370 1'247 9938 1':;55 8233
volatility
Closing 914.2 | 1284.6 | 1497.2 | 2064.7 | 333.71 | 2123. | 7257.8 | 789.1 | 214.6
Price 200 217 225 700 70 8236 362 556 500
M ar ket 4006 | 24695 | 15507 | 11965 | 17635 | 67864 | 657130 | 58306 | 71977
Capitaliz | 04.79 | 50.840 | 40.475 | 28.133 | 94.261 | 8.307 | .5038 | 8.344 | 1.186
ation 67 0 0 0 0 9 4 7
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Enterpris | 3944 | 23426 | 22515 | 11718 | 19725 | 68151 | 4. [ 52323 | 86458

evalue | 93.11 | 13790 | 51618 | 23583 | 37.181 | 8607 | *gon | 8066 | 0.753
33 0 8 0 0 9 : 7 3

Earnings | 27.70 | 59.845 | 41.186 | 27.625 | 26.148 | 47.75 | 362.14 | 12.23 | 2.883

Pershare | 67 0 3 0 0 21 15 00 3

Er'cejto 4329 | 21.501 | 55.268 | 64.698 | 12.590 | 51.81 | 64.540 | 37.89 | 10.58

arningr | g3 7 1 0 0 21 0 22 67

atio

Priceby

ook 3660 | ¢ e | soag | 2241 | om0 | 4767 | segsy | 5185 | 1930

: 0 0 1 6 0

ratio

E‘;L"’t" 7132% 9365.8 | 10433 | 3964.0 | 48239 tzig’g 94227 | 47683 35492€Zg

: ' 333 | 35063 | 100 | 7.7200 | > 462 | 4000 | >

ratio 3 0 7

Tobin’sQ | 2332 | ; 1770 | 31300 | 10787 | 14106 | 2907 | 30531 | 2018 | 1274
2 1 5 4 8

Returnon

Equityrat O'é“ 0.2635 | 0.0289 | 0.3654 | 0.2084 0'1330 0.1849 o.ézz 0'282

io

Earnings

before 1808 | 14641 | 63459. | 37000. | 16687 | 47067 | 36157. | 24497 | 4475.
interest 1.867 | 0.867 488 120 4.340 .364 092 .233 267
andtax

Returno

nCapital

Employe | >3 | 03446 | 0.0323 | 03774 | 01784 | 1 | 02458 | 913 | O
d

Return

onAssetsr 0'282 0.2062 | 0.0222 | 0.1944 | 0.1142 0'%76 0.1251 0'358 O'%GZ
atio

Return

onSalesra 0'188 0.3092 | 0.2754 | 0.1946 | 0.1998 0‘%386 0.1906 0'252 0'2709
tio

s!gge”t‘?' 3.876 | 50.239 | 23590 | 31.245 | 241.60 | 80.02 | 14.313 | 19.19 | 194.6
O' rati 8 1 2 7 15 43 7 85 181
CSR 0.023 0.034 0.027 | 0011
Spend £ | 00191 | 0.0185 | 0.0205 | 00290 | ™" | 00193 | "¢ >

Table 2 presentsindustry-wisemeanval uesoffinancial performancevariablesforthefinancial  year
2019.Beta indicates that the industrials sector is riskier as compared to otherindustries,and the
information technology industry has theleastrisk. For the closing price,meanval ueshowsthat the
highestvalue isof consumer discretionary,andthe leastisofutilities and telecom. The market
capitalization, which is a proxy of the company's size,

thei nformationtechnol ogyoutstandingsharesmarketval ueisthe highestandthel eastisfor
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industrial s.L ookingatenterpri seval ue,agai ninformationtechnol ogysectoroveral lval uei sthehi ghest
.For earningper share,consumer discretionary has the highestmean,reflectingthat this sector
makes more money from its shares as compared to the rest of the sectors. Theconsumer staples
book ratio, reveals that this sector market vauation is the highest. The
total debtrati oof energyindicatesthatitusesthehighestleverage. Tobin's Q highestaveragescore is
ofconsumer staples, thus have the the highest replacement cost. From a return onequity ratio,it
canbeseenthat thehighest mean score is ofconsumer staplesandthe leastmean score is of utilities
and telecom. Earnings before interest in tax average scores indicatesthat the highest meanscore
is of energy. The average scoreof information technology (IT) isthe highest for return on capital
employed, return on assets and return on sales ratio. Thedividend yield ratio highest mean score
is of the energy sector.And looking at CSR
averagescores,thethehi ghestspendingi sbymaterial sandthel owestscorei sutiliti esandtel ecom.

iii) Differ encesinFinancial Perfor manceasper Ageandl ndustrySector
TabledshowsANOV Aresultsof demographi c-wi sedifferencesin financia performancevariables.

Tabled-ANOV AResultsof Differ encesinFinancial Per formance

FinancialVariables Age IndustrySector

F Sign F Sign
Beta-Measureofvolatility 6.220 .001 6.255 .000
ClosingPrice 1574 201 1277 .265
MarketCapitalization 2.335 .079 1.946 .062
EnterpriseVaue 3.369 .022 1.942 .063
EarningPershare 1.200 314 1.959 .061
PricetoEarningratio .820 486 .820 587
Tobin’sQ 1532 212 4.119 .000
ReturnonEquity 1.688 175 10.334 .000
Earningsbeforei nterestandtax 1.240 .300 4.943 .000
ReturnonCapital Employed 1.895 136 10.946 .000
ReturnonAssetsratio 1.263 292 8.133 .000
ReturnonSales 1.134 .340 .885 533
DividendYield 1.684 176 4715 .000
CSRSpend 1.820 150 1.537 158
PricetoBookRatio 1.255 294 9.228 .000
TotalDebtRatio 1.099 354 4.033 .000

For age-wise classification of beta, F vaue (6.220) is significant a 0.01 level of
significance,market capitalization and age; the F value is 2.335, which is significant at a 0.079

level ofsignificance. TheFval ueforenterpriseval uei s3.369,whi chi ssignificantatabpercent
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level of significance (0.022).This indicates that beta,market capitalization andenterprisevalue
significantly differ age-wise. Thus, null hypothesis Hyis partially supported for beta,enterprise
value and market capitalization. These results suggest that out of four age groupcategories,
category 50-75 years is significantly different from the rest of the age groups.Forenterprise
value, companies which belong to the age group of 25-50 years are significantlydifferent from
the rest of the groups. Based on the agewise classification, other

financial variablesdonotshowasi gnificantdifferenceintheircharacteristics.

For theindustry sector, thebetaF valueis 6.255, which is significant a a0.00 level
ofsignificance.Similarly,formarketcapitalization,theFval ueis1.946,whichissignificantata  0.062
level of significance. Considering enterprise value, results show F value 1.942 assignificant
at0.063 levelof significance,For earnings per share, theF valueis 1.959,whichis alsosignificantat
a0.061 level ofsignificance ANOVA resultsfor tobin's Q shows thattheFvalue is4.119,which is
significant a  0.000level.Similarly,thereturn  onequityFvalueisl0.334.For  EBIT,theF
valueis4.943 return on capital employed Fvalueisl0.946, return on assets Fvalueis 8.133,
dividend yieldFvalueis 4.715, priceto book ratioF value 9.228 and the total debt ratio of value
4.033. This shows that these F values aresignificant at 0.000 level of significance. Thus,null
hypothesis Hois partialy supported
forthebeta,marketcapitalization,enterprisevalue,earningspershare, Tobin's  Q,returnonequity,
Earnings before interest in tax, return on capital employed, return on assets,
dividendyield,pricetobookrati oandtotal debtratio.

iv) DifferencesinFinancialPerformanceVariables

TablebshowstheDuncanpost-

hoctestresultsfordemographi cdifferencesi nfinancia performancevariables.

Table 5 Duncan Post Hoc Test Results of Demographic wise Differences in

FinancialPerfor manceVariables

Financialvariables Age IndustrySector
Beta-Measureofvolatility 50-75 IT,financial,utility,consumer
years discretionary,materials,industrial
ClosingPrice
MarketCapitalization
EnterpriseVaue 25-50
years
EarningsPerShare
PricetoEarningsratio
Tobin’sQ ConsumerStaples
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ReturnonEquity Utility,Financial,Industrial,Consumer
staples,|I TEnergy

Earningsbeforei nterestandtax EnergyandUtility

ReturnonCapital Employed Consumerstaples,financials,energy

ReturnonAssetsratio Financials,Energy,IT,consumer

staples.

ReturnonSales

DividendYidd Energy,HealthcareandUtilities

CSRSpend

PricetoBookRatio EnergyandUtilities

Tota DebtRatio ConsumerStaples

Fordifferentindustrysectors,betai sstatisti cal l ysi gnificantlydifferentf orInformati ontechnol ogy,fin
ancecompani es, utilityandtel ecomcompanies,consumerdiscretionary,materials, and industrial
sector  companies. Tobin’s Q is found to be  significantly  different
forconsumerstapl es.Returnonequityi sstatisticall ysi gnificantlydifferentwithanFval ueof

10.334,whichisstatisticallysignificantlydifferentatthe0.05percentl evel of significanceforutilityand
telecom,financial s,industrial sector,consumerstaples,theinformation  technology sector, and
energy sectors.Earningsbeforei nterest tax was found
tobestatisticallysignificantlydifferentfortheenergyandutilitysector. Returnoncapitalemployedissig
nificantlydifferentforconsumerstapl es,financial andenergysectorcompanies. A return on assets is
statistically significantly different for the financial and sectorand consumer staple sectors. The
dividend yield for companies was found to be
statisticallydifferentforenergy,heal thcare, utilityandtel ecomcompani es.Returnonassetsi sstatistical
lysignificantlydifferentforthefinancial,| T,andconsumerstaplesectors. Thedividend  yield  for
companies was found to be different for energy, headthcare and utility
andtel ecomsectors. Thepri cetobookratioi sdifferentfortheenergyandutilityandtel ecom sectors.
Total debt ratio was found to be statistically significantly different for theconsumer staple
sector. This implies that the null hypothesis(Hg,) that there is no significantdifferencebetween
theindustry sector-wise classification of financial
performancevariablesis,rejected.Andformostofthevariabl es,thecompani eswhi chbel ongtodifferen
tindustrial sectors usually do have different levels of financial performance. This indicates

thattheindustrial sectorcanbeani mportantvariable,whichinfluencetheperformanceofcompanies.
V. Conclusion

Beta, closing price, earning per share, dividend yield, and CSR spending are the highest

forcompani esaged50-75years.Pricetobookratio,tobin’sQ,returnonequity, totaldebtratio,
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return on capitalemployed,return on assetsis thehighest for companies above75 years ofage.
This indicates that older companies have better return ratios, stakeholders related
ratios,leverage, replacement ratios like price to book ratio and tobin’s Q. Younger companies
havebetter market capitalization,enterprise value, price to earnings ratio, earnings before
interestand tax and return on sales ratio. This reveals that younger companies have better
operational efficiencyandmarketval uation. Thusnul lhypothesi sHy, i spartial l ysupportedforbeta,ente
rpriseval ueand marketcapitalization.

Theindustry sectorhas emergedas asignificant
variabl ef orthefinanci al performanceoffirms.Utility,Financial,Industrial ,Consumerstaples,| T,Ener

gy,consumerdiscretionarysectorsaresi gnificantlydifferent forreturnratios.

Overal itcan beconcluded thatnullhypothesisHgthat thereisno significant difference
inthedemographic characteristics of companies and their financial performancevariables,
ispartiallysupported.

The study has implications for the corporate sector to formulate strategies for the long
termsurvivalstrategies. Investors can decide about investing in older companies that have
hi gherperformanceandinvestinginindustries that arehighincompanies
financial performance.Ageandindustrysectordoi mpactfinancial perf ormanceof corporateentitiesinl

ndiancontext.
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