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The next steps Once the analysis of the firm and its financial statements are completed, there are further
questions that must be answered. This analysis is also called dynamic analysis or trend analysis. ABC
increased its gross margin, which seems to indicate improved manufacturing efficiency. The fact that the
company was able to increase its sales, lower its COGS, and only experience a modest increase in its
work-in-progress inventories indicates that it has become a more efficient manufacturer. Ford is also into the
business of financing. Industry Analysis No company exists in a vacuum, so a financial analysis paper must
include an examination of the company's industry. The remaining areas are already completed for you. A good
financial analysis should have an executive summary An executive summary section comprises the most
significant results from the financial analysis in a concise and easy-to-read format. Another key contrast is to
consider is what other competitors have been out for or the price paid for a purchase. Literature Review on
Financial Statements Analysis In case external liabilities are more than that of the assets of the company, it
shows the unsound position of the business. Valuation The most significant section of any financial analysis is
to arrive to an independent value for the stock and compare this to the current market price. These include the
balance sheet, income statement, equity statement and cash flow statement. Identify the industry economic
characteristics. With respect to profitability, there are two broad questions to be asked: how profitable are the
operations of the firm relative to its assetsâ€”independent of how the firm finances those assetsâ€”and how
profitable is the firm from the perspective of the equity shareholders. The debt ratio is the ratio of the
company's total debt to its total equity. The above mentions sections can prove sufficient, but based on the
things that are covered during a financial analysis, other new parts may be included in the paper. The new
investments in manufacturing equipment is another good sign. Current assets include marketable securities,
inventory and accounts receivable. For instance, if the company is running corporate social responsibility
programs for improving the community, the public may want to be aware of the future operations of the
company. They are discussed report in either the sense of quarterly or yearly statements and will be noted
Statem ent ofthe Problem No computer automated review for You are required to obtain theand annual reports
of Square Pharma Ltd. They use financial statement analysis to determine what to do with their investments in
the company. Cash Flows Statement Analysis In order to measure how much cash is available to the company
for investments without outside financing or money diverting from operations, it is useful to conduct a simple
cash flow statement analysis. The return on equity ratio weighs a company's profits against its shareholders'
equity. These are explained below along with the advantages and disadvantages of each method. Other
administrative expense categories fell even further as a percentage of sales. As financial statements are
prepared in order to meet requirements, the second step in the process is to analyze them effectively so that
future profitability and cash flows can be forecasted. The company can point to this investment in new
automated manufacturing equipment as an astute investment with a small amount of debt and a some equity as
an investment in future production and revenue growth. Once all the component of a financial analysis has
been carefully reviewed, a conclusion can be made regarding the financial health of a particular business. The
current liquidity ratio is the ratio of the company's current assets to its current liabilities. In essence, the
improved profit performance comes from incremental improvements in cost control that had the cumulative
effect of reducing the overall expenses as a percentage of revenue. Therefore, the main purpose of financial
statement analysis is to utilize information about the past performance of the company in order to predict how
it will fare in the future. It was previously also called a profit and loss account. Register by September 20th for
treasury and finance's premier event. Customers Customers need to know about the ability of the company to
service its clients into the future. Kesava Menon, the prominent freedom fighter, as Editor and K. These
figures indicate that the company has improved its administrative productivity -- it is getting more sales from
roughly the same administrative expense. In examining balance sheet accounts, issues such as recognition,
valuation and classification are keys to proper evaluation. These ratios show the relationship between the
liabilities and assets. Vertical Analysis Vertical analysis is conducted on financial statements for a single time
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period only. The business overview A good financial paper must begin with a description of the business so
that it can assist investors understand the company, its industry, its motivation and any advantage it has over
its competitors. These can be classified into internal and external users. For instance, they may gauge cost per
distribution channel, or how much cash they have left, from their accounting reports and make decisions from
these analysis results. It provides information about the financial performance, position as at a given date,
changes in financial position, etc. Project - Financial Statement Analysis. All rights reserved.


