
BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
Wednesday,	 September	 14,	2016 11:48	AM



BS,	SOE,	and	SRE
Net	fixed	assets	=	fixtures	cost	- accumulated	depreciation	-
Net	sales	- COGS	=	Gross	profit/income	-
Net	sales	- GP	=	COGS	-
Net	sales	=	COGS	+	GP	-
Net	sales	- COGS	=	GP-
COGS	=	Beginning	inventory	+	purchases	- Ending	inventory	-
COGS	- Beginning	inventory	+	Ending	inventory	=	Purchases-

Ratio	sheet	analysis
Profitability

Cost	of	goods	sold	to	sales		
Cost	of	goods	sold	to	sales	=	!"#$	"& 	'""(#	#")(	$"	#*)+#	

($)
/+$	#*)+#($)

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○
-

Gross	income	to	sales	:	 Indicates	cost	of	providing	product	sold;	its	complement	is	the	company's	
margin

𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝐺𝑟𝑜𝑠𝑠	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Operating	expenses	to	sales:	Shows	percentage	of	each	sales	dollar	spent	on	operating	costs	

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	𝑡𝑜	𝑠𝑎𝑙𝑒𝑠 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)

𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Net	income/profit	margin:	Indicates	what	percentage	of	each	sales	dollar	is	left	after	meeting	all	
expenses	

𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	($)
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Return	on	equity	(ROE):	Ratio	of	earnings	to	shareholders'	total	investment		

𝑅𝑂𝐸 =
𝑁𝑒𝑡	𝑖𝑛𝑐𝑜𝑚𝑒	𝑎𝑓𝑡𝑒𝑟	𝑡𝑎𝑥, 𝑏𝑒𝑓𝑜𝑟𝑒	𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	($)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

𝐴𝑣𝑔. 𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑞𝑢𝑖𝑡𝑦

=
𝐿𝑎𝑠𝑡	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($ ∗) + 𝑇ℎ𝑖𝑠	𝑦𝑒𝑎𝑟Q𝑠	𝑒𝑛𝑑𝑖𝑛𝑔	𝑒𝑞𝑢𝑖𝑡𝑦	($)

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

○

*	--->	Previous	year's	equity	can	be	found	on	precious	year's	balance	sheet.	If	there	is	no	
previous	year's	equity,	it	is	acceptable	to	use	the	current	year's	equity	as	the	average	year's	
equity

○

-

Efficiency

Age	of	Accounts	Receivable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑛𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑠𝑎𝑙𝑒𝑠	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝐷𝑎𝑦𝑠2)

-

Age	of	Inventory	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $/𝑑𝑎𝑦1)

𝐴𝑔𝑒	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐸𝑛𝑑𝑖𝑛𝑔	𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑐𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	 ^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Average	Age	of	Accounts	Payable	(2	steps)	

𝐴𝑣𝑔. 𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑝𝑒𝑟𝑖𝑜𝑑	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	($)
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑝𝑒𝑟𝑖𝑜𝑑	⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? $	(𝑠𝑙𝑎𝑠ℎ)𝑟𝑒𝑣𝑒𝑛𝑢𝑒1)

𝐴𝑔𝑒	𝑜𝑓	𝑎𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒 =
𝐴𝑐𝑐.𝑝𝑎𝑦𝑎𝑏𝑙𝑒	($)

𝐴𝑣𝑔.𝑑𝑎𝑖𝑙𝑦	𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒𝑠	^ $
𝑑𝑎𝑦⎯⎯⎯⎯_

⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	? 𝑑𝑎𝑦𝑠2)

-

Inventory	Turnover:	Measures	the	number	of	times	inventory	is	sold	in	that	operating	period	

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡	𝑜𝑓	𝑔𝑜𝑜𝑑𝑠	𝑠𝑜𝑙𝑑	($)
𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	($)^ ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦=
𝐵𝑒𝑔. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦+𝐸𝑛𝑑. 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Fixed	Asset	turnover:	Measures	amount	of	investment	the	firm	has	tied	up	in	net	fixed	assets	in	
order	to	sustain	a	given	number	of	sales	

𝐹𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Total	Asset	turnover:	Relates	sales	to	total	assets	owned	by	the	firm		

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡	𝑠𝑎𝑙𝑒𝑠	($)

𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) ∗⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=? 𝑡𝑖𝑚𝑒𝑠○

∗ 𝐴𝑣𝑔. 𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝐵𝑒𝑔. 𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠 + 𝐸𝑛𝑑.𝑛𝑒𝑡	𝑓𝑖𝑥𝑒𝑑	𝑎𝑠𝑠𝑒𝑡𝑠

2⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Liquidity
Current	Ratio:	Relates	all	outstanding	current	assets	to	current	liabilities	

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑇𝑜𝑡𝑎𝑙	𝑐𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯=	?
⬚

1⎯⎯○

-

Acid	Test	Ratio:	More	rigorous	measure	of	immediate	liquidity

𝐴𝑐𝑖𝑑	𝑡𝑒𝑠𝑡	𝑟𝑎𝑡𝑖𝑜	 =
𝐶𝑎𝑠ℎ	($) + 𝑀𝑎𝑟𝑘𝑒𝑡𝑎𝑏𝑙𝑒	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠	($) + 𝐴𝑐𝑐. 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒	($)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯

=	? (𝑠𝑙𝑎𝑠ℎ)1

○

-

Working	Capital:	capital	of	business	used	in	day-to-day	trading	operations
𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑎𝑠𝑠𝑒𝑡𝑠	($)− 𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($) =	? $○

-

Stability

Net	Worth	to	Total	Assets	Ratio:	Proportion	of	the	assets	that	have	been	financed	by	the	owners	

𝑁𝑒𝑡	𝑤𝑜𝑟𝑡ℎ	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑠ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠Q𝑒𝑞𝑢𝑖𝑡𝑦	($)

𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯𝑋	100 =	?%○

-

Debt	to	Total	Assets	Ratio

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠 =
𝑇𝑜𝑡𝑎𝑙	𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠	($)
𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Debt	to	Equity	Ratio:	Measures	the	extent	to	which	a	company's	assets	are	debt	financed,	
relative	to	investor/owner	financed

𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡	𝑡𝑜	𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙	𝑑𝑒𝑏𝑡($)
𝐸𝑞𝑢𝑖𝑡𝑦	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯○

-

Interest	Coverage	Ratio:	Measures	how	many	times	the	company's	income	could	pay	the	interest	
on	the	debt	it	owes;	reflects	margin	of	safety	that	creditors	have	in	event	of	a	decline	in	earnings

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝐼𝑛𝑐𝑜𝑚𝑒	𝑏𝑒𝑓𝑜𝑟𝑒	𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑎𝑛𝑑	𝑡𝑎𝑥𝑒𝑠	($)

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯ =	? 𝑡𝑖𝑚𝑒𝑠○

-

Growth

Sales	Growth:	Summarizes	overall	activity	level	of	the	firm	from	year	to	year	

𝑆𝑎𝑙𝑒𝑠	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑠𝑎𝑙𝑒𝑠	($) − 𝑌𝑟. 1	𝑠𝑎𝑙𝑒𝑠	($)

𝑌𝑟.1	𝑠𝑎𝑙𝑒𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Profit	growth:	Describes	overall	efficiency	of	operations	relative	to	previous	periods	

𝑃𝑟𝑜𝑓𝑖𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟.2	𝑝𝑟𝑜𝑔𝑖𝑡	($) − 𝑌𝑟.1	𝑝𝑟𝑜𝑓𝑖𝑡	($)

𝑌𝑟. 1	𝑝𝑟𝑜𝑓𝑖𝑡⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Asset	growth:	Summarizes	change	in	the	level	of	all	resources	owned	by	the	firm	over	the	course	
of	the	period	

𝐴𝑠𝑠𝑒𝑡	𝑔𝑟𝑜𝑤𝑡ℎ =
𝑌𝑟. 2	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($) − 𝑌𝑟. 1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)

𝑌𝑟.1	𝑡𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	($)⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯⎯	𝑋	100 =	?%○

-

Finance:	Equations
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