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Balance sheet statement example Amount in $ miions

Assets Liabilities
Current assets Current Liabilities
Cash and Cash Equivalents 19,700 Accounts Payable 8500
Accounts Receaivable 10,000 Short-Term Debt 5000
Inventory 7500 Accrued Expensas 2000
Prepaid Expenses 1,000 income Taxes Payable 1500
Total Current Assets 38,200 Total Current Liabilities 17,000
Non-Current Assets Non-Current Liabilities
Property, Plant, and Equipment (PPE) 50,000 Long-Term Debt 30000
Goodwill 15,000 Deferred Tax Liabilites 3500
Intanglble Assets 8,000 Pension Liabilties 4500
Long-Term Invastments 5,000 Other Long-Term Lizbilities 2000
Total Non-Current Assets 78,000 Total Non-Current Liabilities 40,000
Total Assets 16,200 Total Liabilities 57,000
Equity
Current Liabllities
Common Stock 10,000
Additional Paid-In Capital 15,000
Retained Earmings 30,000
Accumulated Other Comprehensive Income 4200
Total Equity 59,200
Total Liabilities and Equity 116,200
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P&L statement example Amountin $n

Revenue
Net Sales 100,000
Total Revenue 100,000
Cost of Goods Sold (COGS) (60,000)
Gross Profit 40,000
Operating Expenses
Selling, General, and Administrative Expenses (SG&A) (10,000)
Inventory (5,000)
Prepaid Expenses (3,000)
Total Operating Expenses (18,000)
Operating Income (EBIT) 22,000
Non-Operating Income/Expenses
Interest Expense (1,500)
Interest Income 500
Other Non-Operating Income (Loss) (500)
Total Non-Operating Expenses (1,500)
Income Before Taxes (EBT) 20,500
Income Tax Expense (5,500)
Net Income 15,000
Earnings Per Share (EPS)
Basic EPS 500
Diluted EPS 490
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Cash flow statement example Amount in $ millions)

Cash Flows from Operating Activities
Net Income 15,000
Adjustments for Non-Cash ltems

Depreciation 3,000
Amortization 1,500
Change in Working Capital (1,000)
Other Adjustments (e.g., Deffered taxes) S00
Net Cash from Operating Activities 18,000
Cash Flows from Investing Activities
Purchase of Property and Equipment (5,000)
Sale of Investments 2,500
Acquisitions of Subsidiaries (3,000)
Proceeds from Sale of Assets 1,200
Net Cash from Investing Activities (4,300)
Cash Flows from Financing Activities
Issuance of Debt 6,000
Repayment of Debt {4,000)
Dividends Paid (2.500)
Share Buybacks (1,500)
Net Cash from Financing Activities (2,000)
Net iIncrease (Decrease) in Cash and Cash Equivalents 1,700
Issuance of Debt 8,000
Repayment of Debt 19,700
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Horizontal analysis
Income statement 2022 2023 Change %
Revenue 600 660 +10%
Cost of Goods Sold (COGS) 360 400 +111%
Gross Profit 240 260 +8.3%
Operating Expenses 100 120 +20%
Operating Profit 140 140 0%
Interest Expense 20 22 +10%
Profit Before Tax 120 18 -1.7%
Tax Expense 30 28 -6.7%
Net Profit 90 90 0%
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Vertical analysis
Income statement 2023 Change %
Revenue 600 100%
Cost of Goods Sold (COGS) 400 60.6%
Gross Profit 260 39.4%
Operating Expenses 120 18.2%
Operating Profit 140 21.2%
Interest Expense 22 3.3%
Profit Before Tax 18 179%
Tax Expense 28 42%
Net Profit 90 136%
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Key financial ratios

Profitability Ratios Liguiclity Ratios Leverage Ratios

Gross Profit Margin =%:m Current Ratio =% Debt-to-Equity Ratia =$ﬂ"ﬁiw

NetProftMargi = ;ﬂ‘;ﬁ: x 100 Quick Rati - C”“&f;ﬁ;:ﬁ“;:: oy Interest Coverage Ratio = ?fg;:g;:":

Retutn on Assets (ROA) = :OTQ:T;’;: Cash Ratio %}:‘;ﬂ DebtRatio %

Return on Equity (ROE) 'ﬁm

Efficiency Ratios Valuation Ratios Working capital Ratios

Asset Tumover Ratip = Tmuzm Price-to-Eamings (F/E) Ratio =% Working Capital Ratio =%

Inventory Tumaover Ratio =ﬁ Price-to-Book [P/E) Ratio =% Days Sales Quistanding (D50) =%r Number of Days
Receivables Tumover Ratio =% Entarprise Value to EBITOA (EV/EBITDA} =% Enterprise Valus io EBITOA [EVERITDA) = ‘"C’moctfs"‘ % Number at Days
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Common problems in financial
statement anaylsis

x4

Don't rely only on historical data

o

Look at more than just ratios

R

Don't ignore the cash flow statement

o7

Watch out for non-recurring events

€ Adjust statements for different currencies

o~ Take macroeconomic factors into account

m Watch out for “creative” accounting and management bias
@ Think long instead of short term

@ Make sure you're working with good data

N Don't overlook accounting standards differences
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