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PROGRAMME –I 

 

SELECT A COMPANY AS AN INVESTOR TO ANALYS FINACIAL 

 PERFORMANCE AND INVEST 

  
Aim: 

Select a company, list out the reason for chosing the company based on their financial 

statement 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

List out the specific reason for selecting the company 

STEP 3: 

Analyse the company as a investor to invest in that company  

 STEP 4: 

Access the company, based on the key financial indicators. For example: operating cashflow, working capital, 

current ratio, debt equity ratio, customer satisfaction etc.,  

STEP 5: 

Review the result with appropriate aspect, take decision regarding investment in the company. 

 

Result: 

Thus as an investor a company taken for a review to overlook their financial performance 

 

 

 

 



  

OUTPUT - I 

 

SELECT A COMPANY AS AN INVESTOR TO ANALYSE  

FINACIAL  PERFORMANCE AND INVEST 

 

 

 

 

 

 

 

 

 

 

 

 



  

 

         



  

 

 

 

 

 

 

 

 

 

 



  

PROGRAMME –II 

 

COMMON-SIZE ANALYSIS (VERTICAL AND HORIZONTAL) 

 YEAR-TO-YEAR CHANGE ANALYSIS 

  
Aim: 

 A companies financial statement chosen and the tool of common-size analysis was used to 

analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Common Size analysis tool was used to analyse the financial statement (Balance sheet and Income statement) 

of two years 

STEP 3: 

Based as on the chosen base 100% the financial data analysis according to the year 

 STEP 4: 

Year to year changed data has been assessed and interpreted 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the year to year changes in financial data can be taken for decision making. 

 

 

 

 

 



  

OUTPUT - II 

COMMON-SIZE ANALYSIS (VERTICAL AND HORIZONTAL) 

 YEAR-TO-YEAR CHANGE ANALYSIS 
 

Common-Size Balance Sheet of Lakshmi Mills Ltd., as on 31
st
 March 2016 and 2017 

 

PARTICULARS 

ABSOLUTE AMOUNT 

(Rs. In lakhs) 

PERCENTAGE ON TOTAL OF 

BALANCE SHEET 

2016  

(Rs.) 

2017 

 (Rs.) 

2016  

(Rs.) 

2017 

 (Rs.) 

I Equity and Liability 
1. Shareholders Fund 

a. Share Capital 

b. Reserves and Surplus 

 

 

18,000 

 

4,000 

 

 

18,000 

 

5,400 

 

 

45 

 

10 

 

 

40 

 

12 

2. Non Current Liabilities 14,000 14,400 35 32 

3. Current Liabilities 4,000 7,200 10 16 

TOTAL 40,000 45,000 100 100 

II Asset 
 

1. Non-Current Assets 

a. Fixed Asset 

b. Non-current 

investment 

 

 

28,000 

 

4,000 

 

 

30,600 

 

4,000 

 

 

70 

 

10 

 

 

68 

 

8.89 

2. Current Assets 8,000 10,400 20 23.11 

TOTAL 40,000 45,000 100 100 
 

Common-Size Profit and Loss of Lakshmi Mills Ltd., as on 31
st
 March 2016 and 2017 

 

PARTICULARS 

ABSOLUTE AMOUNT 

(Rs. In lakhs) 

PERCENTAGE ON TOTAL 

OF BALANCE SHEET 

2016  

(Rs.) 

2017 

 (Rs.) 

2016  

(Rs.) 

2017 

 (Rs.) 

 

I Revenue from Operation 

II Other Income 

 

 

40,000 

2,000 

 

 

50,000 

3,000 

 

100 

5 

 

100 

6 

III Total Income (I +II) 42,000 53,000 105 106 

IV Expenses: 

a. Cost of Revenue from 

Operations 

b. Other Expenses 

 

30,000 

 

2,500 

 

35,000 

 

3,000 

 

75 

 

6.25 

 

70 

 

6 

Total Expenses 32,500 38,000 81.25 76 

V Profit before Tax (III- IV) 9,500 15,000 

 

23.75 

 

30 

VI Tax 4,750 7,500 11.875 15 

VII Profit After Tax (V- VI) 4,750 7,500 11.875 15 

 



  

PROGRAMME –III 

                                              RATIO ANALYSIS (SHORT TERM SOLVENCY) 

  
Aim: 

 A companies financial statement chosen and the tool of ratio analysis (Short term Solvency) 

was used to analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Ratio analysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Liquidity ratios measures the ability of the firm to meet its current obligations 

 STEP 4: 

Current Ratio and Liquid ratio chosen for calculating the short term solvency obligation 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the liquity ratio used to take decision regarding short term solvency obligation 

 

 

 

 

 

 



  

OUTPUT - III 

  RATIO ANALYSIS (SHORT TERM SOLVENCY) 

 

Liquidity Ratio (Short term solvency) ratios: 

1. Current ratio = Current Assets 

                        Current Liabilities                         

A  Current Ratio of 2:1 is considered ideal. That is for every one ruppe of current liability there must 

be current assets of Rs. 2. If the ratio is less than two, it may be difficult for a firm to pay current 

liabilities.  If the ratio is more than two, it is an indicator of idle funds. 

2. Quick ratio =     Quick Assets 

                        Quick Liabilities                         

A Quick ratio of 1:1 is considered satisfactory. The quick ratio supplements current ratio. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 



  

PROGRAMME –IV 

RATIO ANALYSIS (LONG TERM SOLVENCY) 

  
Aim: 

 A companies financial statement chosen and the tool of ratio analysis (Long Term Solvency) 

was used to analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Ratio analysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Solvency ratios assess the long-term financial conditions of the firm. Shareholders, debentures and other 

financial institutions are interested in the long term financial prospects.  

 STEP 4: 

Debt equit ratio and proprietory ratio chosen for calculating the long term solvency obligation 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the Debt equity ratio and proprietory ratio used to take decision regarding long term solvency obligation 

 

 

 

 

 



  

OUTPUT – IV 

     RATIO ANALYSIS (LONG TERM SOLVENCY) 

 

Long Term Solvency Ratio: 

1. Debt equity ratio =   Debt                 (or)           Outsiders funds 

                                   Equity                              Shareholders funds 

A debt equity ratio of 1:1 is considered desirable satisfactory.  It Indicates the availability of assets to 

long term creditors at the time of liquidation. 

2. Proprietory ratio =     Shareholders funds 

                                        Total tangible assets                         

Proprietory ratio indicates the proportion of shareholders funds in the total assets. A high proporietory 

ratio indicates less danger and risk to creditors in the event of winding up. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

PROGRAMME –V 

                                               RATIO ANALYSIS (ACTIVITY Or TURNOVER RATIO) 

  
Aim: 

 A companies financial statement chosen and the tool of ratio analysis (Turn over ratio) was 

used to analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Ratio analysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Turn over  ratios measures the efficiency of asset management. This ratio indicate the relationship between 

sales and various assets of the firm. 

STEP 4: 

Inventory turn ratio, Detors turnover ratio, Creditors turnover ratio and Fixed assets turnover ratio chosen for 

calculating and assessing the asset management 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the Inventory turn ratio, Detors turnover ratio, Creditors turnover and Fixed assets turnover ratio used to 

take decision regarding asset management. 

 

 

 

 



  

OUTPUT – V 

     RATIO ANALYSIS (ACTIVITY Or TURNOVER RATIO) 

 

Turnover Ratio: 

1. Inventory Turnover ratio     =  Cost of goods sold                 

                                                                  Average Stock 

This ratio indicates the number of times stck is turned over during a year.  A high ratio 

indicates qick movement of stock and vice versa. 

2. Debtors turnover ratio =  Debtors + Bills Receivable  X No. of working days     

                                                   Credit Sales                         

This ratio indicates the speed with which debtors/accounts reveivable are collected. It shows 

the number of days taken to collect money form debtors. A lower ratio implies quick recovery 

of money from debtors. 

3. Creditors turnover ratio =  Creditors + Bills Payable  X No. of working days in a year    

                                                   Credit Purchase                         

The creditors turnover ratio indicates the number of days taken by the firm to pay its creditors.  

Generally, lower the ratio the better is the liquidity position of the firm. 

4. Fixed assets turnover ratio =  Sales  

                                                 Net Fixed Assets                         

This ratio indicates the sales generated by every rupee invested in fixed assets.  A high ratio is 

an indicator of greater efficiency in the utilization of fixed assets. 

 

 

 

 

 



  

PROGRAMME –VI 

                                               RATIO ANALYSIS (PROFITABILITY RATIO) 

  
Aim: 

 A companies financial statement chosen and the tool of ratio analysis (Profitability ratio) was 

used to analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Ratio analysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Profitability  ratios measures the profitability of a firm’s business operations.  These raton may be related to 

sales or investments.  

STEP 4: 

Gross Profit ratio, Net Profit ratio, Operating ratio and Return on capital employed chosen for calculating the 

profitability of the firm. 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the Gross Profit ratio, Net Profit ratio, Operating ratio and Return on capital employed ratio used to take 

decision regarding investment. 

 

 

 

 



  

OUTPUT – VI 

    RATIO ANALYSIS (PROFITABILITY RATIO) 

 

Profitability Ratio: 

1. Gross profit ratio     =  Gross Profit      X 100         

                                                        Sales 

It indicates the effieciency of production or trading operations. A high Gross Profit ratio is a 

sign of good managmentas it implies that the cost of production is relatively low. 

2. Net profit ratio =  Net Profit       X 100 

                                   Sales                         

It indicates the efficiency of the overall operations of the firm.  It shows what percentage of 

sales is left to the owners after meeting all costs.  An increase in net profit ratio year after year 

is an indication of improving working conditions and vice versa. 

3. Operating ratio =  Cost of goods sold + Operating expenses       X  100 

                                                   Sales                         

The ratio shows the percentage of sales absorbed by the cost of goods sold and operating 

expenses.  A lower ratio is more favourable as it would leave a higher margin for operating 

profit. 

4. Return on capital employed =  Net Profit + Interest + Taxes        X 100 

                                                 Average Capital Employed                         

It is most widely used to measure the overall profitability and efficiency of the business.  

 

 

 

 

 



  

PROGRAMME –VII 

                                               RATIO ANALYSIS (CAPITAL STRUCTURE RATIO) 

  
Aim: 

 A companies financial statement chosen and the tool of ratio analysis (Capital Structure  

ratio) was used to analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Ratio analysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Capital structuring  ratios explains the relationship between equity shareholders funds on the other hand 

preference share capital and fixed interest bearing loan 

STEP 4: 

Capital gearing ration chosen for calculating the equity share capital reserves of the firm. 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the capital gearing ratio used to take decision regarding equity reserves. 

 

 

 

 

 



  

OUTPUT – VII 

  RATIO ANALYSIS (CAPITAL STRUCTURE RATIO) 

 

Profitability Ratio: 

1. Capital Gearing ratio     =  Preference Share Capital – Fixed Interest Securities      X 100         

                                                                          Equity Shareholders funds 

If the preference share capital and fixed interest bearing securities exceed equity share capital 

including reserves the firm is said to be highly geared.  The firm is said to be in low gear if 

preference share capital and other fixed interest bearing securities are less than equity share 

capital and reserves. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

PROGRAMME –VIII 

                                                 DUPONT ANALYSIS                                          

  
Aim: 

Dupont analysis looks at three main components of the return on equity ratio was used to 

analyse the financial data of the company 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

Dupont anlysis tool was used to analyse the financial statement (Balance sheet) 

STEP 3: 

Dupont analysis looks at three main components of the ROE (Return On Equity ratio). 

• Profit Margin 

• Total Asset Turnover 

• Financial Leverage 

 

STEP 4: 

Based on these three performances measures the model concludes that a company can raise its ROE by 

maintaining a high profit margin, increasing asset turnover, or leveraging assets more effectively. 

 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the Return on equity ratio used to take decision regarding proposinate of capital. 

 

 

 



  

OUTPUT – VIII 

     DUPONT ANALYSIS MODEL                                         

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

PROGRAMME –IX 

   INVESTORS: EARNINGS PER COMMON SHARE, P/E RATIO , DIVIDEND PAYOUT                                   

  
Aim: 

The price-to-earnings ratio (P/E ratio) is the ratio for valuing a company that measures its current 

share price relative to its per-share earnings (EPS). 

ALGORITHM: 

STEP 1: 

Chose a companies financial statement  

STEP 2: 

P/E ratio and dividend pay ratio tool was used to analyse the financial statement  

STEP 3: 

P/E ratios are used by investors and analysts to determine the relative value of a company's 

shares in an apples-to-apples comparison. 

 

STEP 4: 

Revelas the investors expectation 

STEP 5: 

Review the result with appropriate aspect and take decision  

 

Result: 

Thus the P/E ratio used to take decision regarding investor expectation. 

 

 

 

 

 



  

OUTPUT – IX 

   INVESTORS: EARNINGS PER COMMON SHARE, P/E RATIO , DIVIDEND PAYOUT                               

                                           

PRICE-TO-EARNINGS RATIO – P/E RATIO 

1. P/E Ratio =  Earnings per share 

                    Market value per share 

To determine the P/E value, one simply must divide the current stock price by the earnings per share 

(EPS). The current stock price (P) can be gleaned by plugging a stock’s ticker symbol into any 

finance website, and although this concrete value reflects what investors must currently pay for a 

stock, the EPS is a slightly more nebulous figure. 
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