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RATIO ANALYSIS

Gross Profit

Giross Profit Ratio = » 100
Salec
o P A 3 B
Net Profit(PAT }xlf}{)

Net Profit Ratio
: Sales

Current Assels

Current Ratio = - s - i —
Current lability LJ_?EEF‘ = (5 P Pﬁf

_ Current Assets - Stock
Current liability = BOD

Liquid Ratio

Operating Ratio
_Cos+ Operating Expense(includi ng debenture int.) <100

Sales
Stock turnover Ratio = Lo
Avg. Stock
cast of sales = Sales - Gioss Fiofit
OR
cost of sales = Opening Stock ¢+ Purchase = (losing Strck

Debtors+B/R ., -
: %365
Credit Sales

Debtors Ratio =

Creditors+B/ P _
: %365
Credit Purchase

Preference Share Capital + Debenture 40

Creditors Ratio =

Gearing Ratio = ; .
Equity Share Capital

Return on Capital Employed
- Net Profit (PBIT) - <100
Share Capital + Reserves + loan + Debenture — Ficticious Asset

Return on Share Holders Fund
. Net P_mﬂt (PAT)

%100
Share Capitai + Reserves — Ficticious Asset

Return on Equity Fund
Net Profit {PA’_I"}— Prei:ygwe Share D'wiilf:nd <100

Equity Share Capital + Reserves — Ficticious Assel

e - = 3 S

‘Sakshar Academy




Gl
(13) Return on Equity C‘aﬁé

_ Net Profit (PAT) - Preference Share Dividend

* 100
Equity Share Capital
(14) Earning Per Share
_ Net Profit (PAT) - Preference Share Dividend
- Number of Equity Share
(15) Proprietary Ratio
_ Share Capital + Reserves — Ficticious Asset %100
Total Assets — Ficticious Asset
(16) Debt Equity Ratio
_ Loan + Debenture %100

Share Capital + Reserves — Ficticious Asset
(17) Long Term Fund to Asset Ratio
_ Share Capital + Reserves + Loan + Debenture — Ficticious Asset
- Total Assets— Ficticious Asset

x 100

(18) Interest Coverage Ratio =< N€t_Profit(PBIT)
Interest
e,
Q) Dehenduree M 4 g5
Debtens  eetio,
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FINANCIAL RATIOS AND THEIR INTERPRETATION

ap or ral Fi

SL.LNo | CATEGORY TYPES OF RATIO INTERPRETATION
1 Liguidity ratios Net Working Capital = It measures the liquidity of a
Current assets-current firm.
liabilities other than bank
.{ borrowings :
Current ratio = It measures the short term
Current Assets liquidity of a firm. A firm with a
Current Liabilities higher ratio has better
liguidity,
A ratio of 1.33:1 is considered
safe.
Acid test or Quick ratio = It measures the liquidity
Quick assets . position of a firm
Current Liabilities
A ratio of 1:1 is considered
- safe,
2 Tumover ratios Inventory Turnover ratio= | This ratio indicates how fast
Costs of good sold inventory is sold.
Average inventory
A firm with a higher ratio has
better liquidity,
Debtor Turnover ratio = This ratio measures how fast
Net credit sales debts are collected.
Average debtors
A high ratio indicates shorter
time lag between credit sales
and cash collection.
Creditor's Turnover ratio =
Met credit purchases A high ratio shows that
Average Creditors accounts are to be settled
rapidly.
3 Capital Debt-Equity ratio = This ratio indicates the relative
Structure Ratios proportions of debt and equity
| Long term debt in financing the assets of a
Z-shareholders Equity firm.
A ratio of 1:1 is considered
safe,

Ramya Education Enterprise
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Debt to Total capital ratio = It indicates what proportion of
the permanent capital of a firm
Long term debt consists of long-term debt.
Permanent Capital
A ratio 1:2 is considered safe.
Or
Total debt
Permanent capital + Current
liabilities
Or
Total Shareholder' s Equity
Total Assets
4 Coverage Interest Coverage = A ratio used to determine how
ratios easily a company can pay on
Eaming before Interest & Tax | outstanding debt,
Interest
A ratio of more than 1.5 is
Satisfactory.
Dividend Coverage = It measures the ability of firm
to pay dividend on preference
Eaming after tax shares.
Preference Dividend
A high ratio is better for
creditors.
Total Coverage ratio = It shows the overall ability of
the firm to fulfill the liabilities.
Earning before interests and
tax A high ratio indicates better
Total & fixed charges ability.
5 Profitability Gross Profit margin = It measures the profit in
ratios Gross profit * 100 relation to sales.
Sales ; '
A firm should neither have a
high ratio nor a low ratio.
It measures the net profitofa .
Net Profit margin = firm with respect to sale,
Net Profit after tax less
interest A firm should neither have a
Sales high ratio nor a low ratio.
Or
Met Profit after Tax and
Interest
Sales
Qr
Net profit after Tax and
Interest
Sales
6 Expenses Operating ratio = Operating _ratio shows the

Ramya Education Enferprise
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ratios

Cnst_uf Goods sold + other
expenses '
Sales

operational efficiency of the
business.

Lower operating ratio shows
higher operating profit and
vice versa.

Cost of Goods sold ratio =
Cost of Goods sold
Sales

It measures the cost of goods
sold per sale.

Specific Expenses ratio= ¢

Specific Expenses

It measures the specific
expenses per sale.

Sales
7 Return on Return on Assets (ROA) = It measures the profitability of
Investments Net Profit after Taxes * 100 | the total funds per investment
Total Assets of a firm.
Or

(Net Profit after Taxes +

Interest) % 100
Total Assets

Or
{Net profit after Taxes +

Interest) * 100
Tangible Assels

Or
(Net Profit after Taxes +

Interest) & 100
Total Assets

Or
{ Net Profit after Taxes +

Interest} + 100
Fixed Assets

Return on Capital Employed
(ROCE) =

{Net Profit after Taxes) * 100

total capital employed

Or
{Net Profit after Taxes +

Interest) = 100
Total Capital Employed

It measures profitability of the
firm with respect to the total
capital employed.

The higher the ratio, the more
efficient wuse of capital
employed.
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Or _I
(Net Profit after Taxes +
Interest) x 100
Total Capital Employed -
Intangible assets
8 Shareholder's Earnings per Share (EPS)= [It measures the  profit
ratios Net Profit of Equity holders available to the equity holders
Number of Ordinary Shares |ona per share basis,
Dividend Payout ratio (D/Py= | It shows what percentage
Jotal Dividend To Equi share of the net profit after |.
Total net profit of equity taxes and preference dividend
holders Is paid to the equity holders,
Or A high D/P ratio is preferred
Dividend per Ordinary Share | from investar's point of view.
Earnings per Share )
9 Activity Ratios Inventory turaver = It measures how quickly
' Sales inventory is sold.
Closing Inventory
A firm should neither have a
high ratio nor a low ratio.
Debtors turnover = It shows how quickly current
assets ie receivables or
Cost of Goods manufactured debtors are converted to cash,
Average Work in Process
Inventory A firm should neither have g
high ratio nor a low ratio,
10 Assets Turnover Fixed Assets turnover = It measures the efficiency of a
Ratios Cost of Goods Sold firm In managing and utilizing
Fixed Assets its assets,
Higher the ratio, more efficient
is the firm in utilizing its

assets. |
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3| 0.657516]  0.578704 0.542000] - 0.455166] - (:406442|. T o364434] 0.328017]  0.296296
3| 0.571753]  0.482253 0.409600]  0350128] 0301068 ~ 0260308 ©0.226218]  0.197531
- 0.497477 0.401878) 0.327680] 0,269328) 0223014 - 0.185934 0.156043 0. 431687
§| 0.432328] 0.33489% 0.262144) . 0207176]  0.165195 p.132810] -0.407595 0.0877391
7 0375937 0.279082 0.209715 0.159366] . 0.422367) - 0.094865 0.074203 0,058528
8| 0328902| 0.232568] 0.167772 0.422589] ,0.090642 o.067760] - 0.051175 - 0.029018 |
| 9| o0.284262]  0.193807 0.134z18] 00943001  0.067142 o.04s400f 0035293  0.026012}

~— 0] . 0.247185|  0.461506] 0.107374} . 0.072538]  0.049735] 0.034572 0.024340[  0.017342
411 0.214843]  0.134588 0.085899]  0.055798]  0.036841 ooz4694| 0.016786] - 0.011561
12| odeesor]  0.112157] 0.068713 0.042922|  0.027289 0.047639] 0.014577]  0.007707
131  0.462528| 0.093464 0.054976] _ 0.033017 _,0.020214)- * 0.012599 0.007984] ° 0.005138
14l 0.441329]  0.077887| 0.043380 0.025398| _ 0.014974| 0.008999) 0.005506| * 0.003425
15| 0.122894|  0.064905| 0.035184 =0 519537] - 0.011092] _ 0.006428| 0.003787] 0.002284
0.106865|  0.054088]. . 0.028147 D0i5028|  0.008216] 0.004591)". 0.002613 0.001522 :
17| 0.092926] = 0.045073 ~To.022518] © 0.041560| 0006085 0.0032080] 0001806  0.001015) - ° =]
18] 0.080805]  0.037561 o.078014] . 0.008892| _ 0.004508|  0.002343| '-0.001248 =g.000677| -+
39| 0.070285|  0.031304] . 0.014412] . 0.006340), "0.003339] - 0.001673] 0.000859 “p.000451) . . -

. 20] 0061100} 0.026084 0.011523]  0.005262] |, 0002474 0.001185F _0.000592| . 0.000301} -
Vva=1/(1+1n - - l|l

| Vn = is the presentworth of an amount of 1 at the end of term. 2

N . g




Rate 8.00% | B.50% | 5.00% | 9.50% |10.00%| 10.50% | 11.00%] 11.50% u.w._u_u._..q_ﬂ 12.50% | 13,009 | 13,50% | 14.00% ] 14.50%| 15.00%

Tenure | o oy [ SR e
in years it | [ ¥ i 2
1 w55 | sz | o745 | s7es | 879z | 8ai5 | ss3s | ssez | sess | svos | eodz | s9ss | esre | 9002 | 9026
o 23 | asde | as68 | 4591 | 4614 | 4638 | 4661 | acsa | 4707 | 4731 | 4754 | 4778 | 4801 | 4825 | 4849
3 3193 | 3157 | 3180 | 3208 | 3227 | 3290 | 3274 | 3298 | 3321 | 3345 | 3369 | 3394 | 3418 | 3442 | 3467
"4 o | 29e5 | 245 | 231z | 2538 | 2560 | 2585 | 2609 | 2633 | 2658 | 2683 | 7708 | 2733 | 2758 | 2783
5 w08 | 2052 | 2076 | 2100 | 2125 | 2149 | 2174 | 2199 | 2224 | zs0 | 2275 | 2301 | 2327 | 2353 | 2379
6 79 | o8 | a8 | 1z | q8s3 | te78 | 1903 | 1929 | 1955 | 981 | 2007 | 2034 | 2081 | 2087 | 2115
7 1559 1584 1609 1634 1660 1684 1712 1739 1765 17492 1819 1846 1874 1902 1930
) ma T as | 1465 | 1491 | 1517 | 1544 | 1571 | 1508 | 1625 | 1e53 | 1es1 | 1709 | 1737 | 1766 | 1795 | ° " g
g 02 | 1528 | 1354 | 1381 | 1408 | tass | 1463 | 1490 | 1518 | 1547 | 1575 | 1604 | 1633 | 1663 | 1692
10 15 | 240 | 267 | 1294 | 132z | 1349 | 1378 | 1406 | 1435 | 1464 | 1493 | 1523 | 1553 | 1563 | 1613 :
11 vir | 160 | 1196 | 1224 | 1252 | izso | 1309 | 1338 | 1368 | 1398 | 1428 | 1458 | 1489 | 1520 | 1551
12 1082 1110 1138° 1166 1195 1224 1254 1283 1313 1344 1375 1406 1437 1469 1501
13 o | 1061 | q090 | 1118 | 1148 | 1178 | 1208 | 1238 | 269 | 1300 | 1331 | 1363 | 1395 | 1428 | 1460
14 991 o 1 q00 | 1078 | 1108 | 1128 | vies | 200 | 231 | 1263 | 1295 | 1328 | 130 | 1394 | 1427
15 956 sis | 1014 | 1088 | 1075 | 105 | 1137 | 1ies | 200 | 1233 | 1265 | 1298 | 1332 | 1366 | 1400
16 | 95 954 wes | 1015 | 1o | 1077 | 1ioe | 1141 | 1i7a | 1207 | rae0 | 124 | 1308 | 13 | 130
S 17 "898 928 959 50 | 1021 | 1053 | 1085 | 1118 | 1151 | tes | 4219 | 253 | ize7 | 1322 | 1358
1| 875 305 936 68 | 1000 | 103z | 1065 | w98 | 113z | t1es | 1200 | 1235 | 1270 | 1306 | 1342
19 855 B85 917 949 981 014 | 1047 | 108t | 1115 | 1150 | 1185 | 1220 | 1286 | 1292 | 138
20 | 83 B8 900 932 965 258 | 103z | 1086 | 1101 | 1136 | 117z | 1207 | 1244 | 1280, | 1m7
o PR T 820 E52 885 917 951 585 | 1019 | 1054 | 1089 | 1124 | 10 | 119e | 1233 | 1270 | 1307
. 22 06 B18 871 504 938 573 | 1007 | qo4z | 1078 | 1114 | 1150 | 1187 | 1224 | 1261 | 1299
33 793 826 859 893 927 962 797 | 1033 | 1063 | 1105 | 1142 | n7e | 121 | 1254 | 1392
24 782 815 249 883 917 952 w5 | 024 | 1060 | 1037 | 1134 | 1172z | 1210 | 1248 | 128e
25 k] BO5 B39 874 209 Qi 980 1M& 1053 1090 1128 1166 1204 1242 1281

P S P T T Y T -1 - 1 - IS

Loan £ml bos 4 laes




