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Analysis and interpretation of FINANCIAL STATEMENTS The financial statements are the basis and the formal annual reports through which management communicates financial information to its owners and various other third parties that include-investors, tax authorities, the government, employees etc. According to financial statement analysis
Bernstein can be defined as a process a judgment which aims to estimate the current and past financial position and results of an operating business, with the primary objective to determine the best possible estimates and forecasts about future conditions. The appraisal process of the financial information contained in the financial statements in
order to understand and make decisions regarding the operations of the company is called A budget analysis and interpretation.A ¢ It is essentially a study of the relationships between the various facts and financial data, as shown in a set of financial statements, and its interpretation to get an overview of the profitability and operational efficiency of
the company to access its prospects for health and financial future. budget analysis highlights the important elements that affect the performance and operating efficiency of the company through: a A ¢ horizontal analysis. Analysis A A ¢ vertical. A A ¢ The analysis of the indices. A ¢ A Set all amounts in the year of 100% reference. A ¢ A ¢ percentage
is calculated for a number of years. A A ¢ Shows degree of increase or decrease in individual statement item. A ¢ A shows how each item in a cash flow statement compares the total of this statement. A A ¢ Balance sheet set both total assets and total shares in the income statement 100%. A ¢ A September net sales to 100%. A ¢ A indicates the
relative size of a fiscal component to another. A ¢ A ¢ effective only when used in combination with other reports, analyzes and information. The RATIO ANALYSIS can be divided into four different methods AS: BRIEF a term LIQUIDITY '1. current ratio. 2. Quick ratio. 3. Credit Account turnover. 4. giornia sales of receivables. 5. inventory turns.
LONG-TERM coefficient of solvency 1.Debt. 2. Times Interest. 1. profitability profit margin. 2. Total asset turnover. 3. Return on total activity. 4. Return on equity ownersA ¢. 5. Earnings per share. MARKET PERFORMANCE 1. P/ E (/ E P) ratio. 2. Dividend yield. RATIO ANALYSIS AND BUDGET INTRPRETATION The term A ¢ ¢ StatementA includes
both financial analysis and Interpretation.A ¢ The term analysis means the simplification of financial data by methodical classification in the financial statements The interpretation means that explain the meaning and meaning of the data. These two are complimentary to each other, the analysis is useless without interpretation, without analysis and
interpretation is difficult or even impossible. The analysis of the indices DEFINITION: The study and the interpretation of the relationship between various financial variables by investors or lenders. Coefficients of liquidity: liquidity ratio measures the ability of a Businessa ¢ s to cover their obligations without having to borrow or invest more money in
the business. The idea is that there should be cash and activities that can be easily converted into cash to cover liabilities as they come due enough. One of the most common liquidity ratios is: Current Ratio = Current Activity / Current Liabilities Current activities include primarily cash, short term investments and marketable securities, receivables,
inventory, and prepaid expenses. Current liabilities include debts to suppliers and employees, and payments on notes or loans that fall due within one year. This report could also be seen as a measure of working capital --- the difference between current assets and Currents, a company with a lot of DOS Circulating capital does not have sufficient
resources to satisfy its current obligations, and therefore is not in a position to take advantage of growth opportunities. Another other Test liquidity is the Radio-Acid test = current assets less inventories / Current Liabilities Inventory is a current activity that may or may not be quickly converted into cash. This depends on the speed with which the
inventory is inverted. Excluding space, the acid-test report considers only the part of the assets that can be easily converted into cash. This ratio, also called the Quick Ratio, tells how most of Businessa ¢ s short-term debt can be met using the Company's cash availability in a short time. A report showing the number of times inventory is turned over
or sold during the year are: Inventory Turnover Ratio = Cost of goods sold / Average inventory A high turnover ratio is a sign that the products are produced and sold rapidly during the period . A ratio of 1.0, for example, would mean that at any given time you have sufficient stock available for hedging sales for the period. Most higher is this ratio, the
more quickly the inventory is turned over and the production of goods that are more liquid account receivables and then cash. If you want even more clear idea of exactly how much ready cash is available to cover current liabilities, you can use: Cash ratio = Cash + Marketable securities / current liabilities The measures capable of coverage of the
measure in which a business could quickly cover short -TERM liabilities, and therefore is of particular interest for short-term creditors. A 1.0.would report indicates that all current liabilities would be covered at any point in the mean time to cash and securities that could be easily sold and converted to cash. A ratio of less than 1.0 would mean that
other activities, such as receivables or inventory, it would have to be converted into cash to cover short-term obligations. A ratio greater than 1.0. means one else has more than enough cash on hand. reports of solvency solvency ratios are measures to evaluate the ability of a companyA ¢ s to meet its long-term obligations and, therefore, remain
solvent and avoid bankruptcy. Two, general overall solvency coefficients include: coefficient of solvency = Total Activity / Total Liabilities and coefficient of solvency = Net Worth (Total Capital or Equity) / Total Liabilities These relationship basically say if a company owns more than you should. Most higher is the ratio, the more the company solvent.
Another report which can tell how much a company relies on debt to finance its business is: debt ratio = Total Debt / Total Assets Traditionally, both short-term debt and long-term activities are used to determine this relationship . In general, lower is a companyA ¢ s use of debt to fund its activities, the less risky the company. The ratio of net debt is a
measure of a companyA ¢ s lever-how much funding it has in the form of debt than they invested in the form of debt than they invested in the business. Debt-equity ratio = Total liabilities / Total OwnersA ¢ equity, or debt-equity ratio = The long-term liabilities / total solvency OwnersA ¢ Fairness In evaluating, it is also important to consider breaking a
companyA ¢ s liabilities. Not all debt liabilities are in the form of bank loans and notes payable, for example. There are also accounts payable to suppliers, salaries and wages payable, taxes payable, and accrued expenses, among others. One of the measures of what constitutes the debt in terms of total liabilities among others. One of the measures of
what constitutes the debt in terms of total liabilities is: Debt ratio = Total liabilities In general, a company that is On the debt May B better exploited, but it is even less solvent. The debt repayment terms are another consideration. Short-term debt, to be paid within one year, can be a greater charge on the cash flow and any long-term solvency of the
debt, which is due beyond the next exercise. A report used to quantify this is: short-term Debt ratio or debt quality = short-term debt / total debt a lower value for this report would indicate less concern for Expiring within a year. There are other reports destined to evaluate the capacity of a CompanyA ¢ s to cover its debt repayments and financing
costs. One of these measures as passive interests is covered by the net income of the company is of generation: passive interest coverage = net profit before interests and taxes / interest expense this report is also called number of times accrued interest , and represents how many times the net profit generated by the company, without considering
interest and taxes, covers the total change of interest, higher is the relationship between the most solvent in company. Another similar relationship that is often used to measure the capacity of a company ¢ Dependent depreciation Bond and emission costs' capitalized interest is the quantity of interest on a loan to finance a project or purchase of fixed
assets that was capitalized and included as part of the cost of the project or budget activity. You will probably need to see the notes to the budget to find this figure. Activity coefficients Many useful indicators of operations can be calculated starting from the data reported in the financial statements. For example, you can determine the average
number of days needed for customer accounts, the average number of payday days to suppliers, and how much the operation is actually financed with payment terms that are distributed by suppliers. Credit Turnover accounts = Total sales credits / medium customer accounting This indicates the average duration of credit claims for credit to
customers. This in turn can be expressed in terms of the collection period, as follows: average recessed terms = days in a year / accounting suppliers flip or days to collect = commercial credits / sales credit x 365 A similar calculation can be done on the passivities side, with debts to suppliers: day to pay = trade scale to pay / purchase x 365 to
determine the amount of accounts a company ¢ s credits and stocks are actually financed by the credit disbursed to the company from its suppliers: financing of trade receivables which in Trade terms to pay = trade accounts to pay / trade credits. Funding of stocks in terms of trade accounts to pay = Trade accounts to pay / inventory. Effectively
manage the credit granted by suppliers can help a company flow ¢ s and therefore its liquidity and solvency. From the data reported on the income statement, various reports can be calculated between the different expenses and revenues, or a certain type of percentage expenditure of total expenses. Labor cost percentage = work and related
expenses / total revenue or total expenses. Passive interest percentage = interest / total revenues or total expenses. These types of reports or percentages can be calculated for each entry of the income statement. What accounts are more important will depend on the nature of the business. For example, some operations are higher intensity of work
and some are more capital intensive. In an intensive operation work, the percentage that personnel expenses, including wages, salaries and benefits, represent in terms of total operating expenditure A It is relevant. In an operation of high capital intensity, repairs and maintenance can take more importance. Profitivity indexes One of the most
common profitivity indexes is the profit margin. This can be expressed as the first margin or margin of net profit, and can be expressed by the company, by sector, by product, or for a single unit. The information reported on the income statement VI to determine the overall profit margin. If further faults are provided, the more detailed margins can be
calculated. Gross Profit Margin = Gross income / Total profit Incidence on net revenues = Net profit / Total revenues Other commonly used They are made, expressed as return on investment or equity, the performance of the activities, and the return on investment. These ratios measure the ability of a companyA ¢ s to use its capital, or its activities,
to generate added value. Return on Investment (ROI) and Return on equity = Net profit OwnersA ¢ / ¢ OwnersA average equity Return on Assets (ROA) = Net income / Average total assets. Return on capital employed (ROCE) = Net profit before interest and taxes / capital employed (Total Activity current liabilities mines) When evaluating investment
opportunities, profits are often measured per share: Earnings per share = Net profit after tax and dividends / Ordinary ShareholdersA ¢ Fairness another report commonly used to show the performance of an investment is: dividend yield ratio = dividend per share / market value per share, and to measure how much the price of a related investment
with earnings of that investment, you can use: Price to Earnings ratio = market value per share / profit after tax per share. CASH FLOW ANALYSIS OF CASH FLOWS: In finance, the discounted cash flow (DCF) approach describes a method of evaluation of a project, the company, or activities using the concept of time value of money. All future cash
flows are estimated and discounted to give their present values. The discount rate used is generally the appropriate cost of capital and can incorporate judgments of uncertainty (risk) of the future cash flows. Analysis of cash flows is widely used in investment finance, real estate development, and corporate financial management. Discrete
Mathematics FLOWS The formula of cash flows is derived from the future value of the formula for the calculation of the time value of money and the composition returns. The simplified version of (on a cash flow in the period of a future) is expressed as; Where, A ¢ A DPV is the present value of the future cash flow (FV), or FV adjusted for the delay in
receiving. A ¢ A ¢ FV is the nominal value of an amount of cash flow in a future period. A ¢ A ¢ E 'the interest rate, which reflects the cost of capital tying and can also allow the risk that the payment may not be received in full. A ¢ A ¢ D is the discount rate, which is / (1 + i), ie the interest rate expressed as a deduction at the beginning of the year,
instead of an addition to the end of the year. A ¢ A ¢ N is the time in years before the occurrence of the future cash flow. Where more cash flow in most time periods are granted, it is necessary to sum up as follows. For each future cash flow (FV) in any period of time (t) over the years by this time, summed over all time periods. The sum can then be
used as a figure net present value. If the amount payable at time 0 (hours) for all future cash flows is known, this amount can be presented replaced DPV and the equation can be solved for I, which is the internal rate of return. All of the above assumes that the interest rate remains constant throughout the period. (1 + i) ™ (- t) can of course also be

expressed as exp (-E). CASH CONTINUOUS flows with continuous cash flows, the summation in the above formula is replaced by another integration nothing changes: DPV = integral over the time period required for FV (t) * (1-exp (-E)) dt Where FV (t) is now cash flow speed Copyright A © 2014 Mbaexamnotes.comA A AA A A A A A home | Contact

|. Projects |. Labor Review Questions 1. Discuss the uses of the cash flow statement. 2. Bring the differences between the flow of funds and cash flow statement. 3. Analyze the limits of "Analysis Report". 4. What is meant by declaration reconcilitaion memorandum? 5. What is the relationship of stocks? Copyright © 2014 Mbaexamnotes.com, A, A, A,
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