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INTRODUCTION

FINANCIALSTATEMENTANALYSIS

FinancialAnalysisconsistmajortwoaspectofFinancialReportAnalysiswhichconsist

RatioAnalysis

NetWorkingCapitalAnalysis

RATIOANALYSIS

Financialanalysis is the process of identifying the financialstrengths and

weaknessesofthefirm andestablishingrelationshipbetweentheitemsofthebalancesheetand

profit&lossaccount.

Financialratioanalysisisthecalculationandcomparisonofratios,whicharederived

from theinformationinacompany’sfinancialstatements.Thelevelandhistoricaltrendsofthese

ratioscanbeusedtomakeinferencesaboutacompany’sfinancialcondition,itsoperationsand

attractivenessasaninvestment.Theinformationinthestatementsisusedby

 Tradecreditors,to identifythefirm’sabilitytomeettheirclaimsi.e.liquiditypositionofthe

company.

 Investors,toknow aboutthepresentandfutureprofitabilityofthecompanyanditsfinancial

structure.

 Management,ineveryaspectofthefinancialanalysis.Itistheresponsibilityofthemanagementto

maintainsoundfinancialconditioninthecompany.

Theterm “Ratio”referstothenumericalandquantitativerelationshipbetween

twoitemsorvariables.Thisrelationshipcanbeexposedas

 Percentages

 Fractions

 Proportionofnumbers

Ratioanalysisisdefinedasthesystematicuseoftheratiotointerpretthefinancial
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statements.Sothatthestrengthsandweaknessesofafirm,aswellasitshistoricalperformance

andcurrentfinancialconditioncanbedetermined.Ratioreflectsaquantitativerelationshiphelpsto

form aquantitativejudgment.

STEPSINRATIOANALYSIS

 Thefirsttaskofthefinancialanalysisistoselecttheinformationrelevanttothedecisionunder

considerationfrom thestatementsandcalculatesappropriateratios.

 Tocomparethecalculatedratioswiththeratiosofthesamefirm relatingtothepastorwiththe

industryratios.Itfacilitatesinassessingsuccessorfailureofthefirm.

 Thirdstepistointerpretation,drawingofinferencesandreportwritingconclusionsaredrawnafter

comparisonintheshapeofreportorrecommendedcoursesofaction.

BASISORSTANDARDSOFCOMPARISON

Ratiosarerelativefiguresreflectingtherelationbetweenvariables.Theyenable

analysttodrawconclusionsregardingfinancialoperations.Theyuseofratiosasatooloffinancial

analysisinvolvesthecomparisonwithrelatedfacts.Thisisthebasisofratioanalysis.Thebasisof

ratioanalysisisoffourtypes.

 Pastratios,calculatedfrom pastfinancialstatementsofthefirm.

 Competitor’sratio,ofthesomemostprogressiveandsuccessfulcompetitorfirm atthesamepoint

oftime.

 Projectedratios,ratiosofthefuturedevelopedfrom theprojectedorproformafinancialstatements

NATUREOFRATIOANALYSIS

Ratioanalysisisatechniqueofanalysisandinterpretationoffinancial

statements.Itistheprocessofestablishingandinterpretingvariousratiosforhelpingin

makingcertaindecisions.Itisonlyameansofunderstandingoffinancialstrengthsand

weaknessesofafirm.Thereareanumberofratioswhichcanbecalculatedfrom the

informationgiveninthefinancialstatements,buttheanalysthastoselecttheappropriate

dataandcalculateonlyafewappropriateratios.Thefollowingarethefourstepsinvolvedin
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theratioanalysis.

 Selectionofrelevantdatafrom thefinancialstatementsdependingupontheobjectiveofthe

analysis.

 Calculationofappropriateratiosfrom theabovedata.

 Comparisonofthecalculatedratioswiththeratiosofthesamefirm inthepast,ortheratios

developedfrom projectedfinancialstatementsortheratiosofsomeotherfirmsorthecomparison

withratiosoftheindustrytowhichthefirm belongs.
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COMPANYPROFILE

SadguruSahakariPatsanstha
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TERMINOLOGY
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OBJECTIVE

 To understand the liquidity,profitability and efficiency positions ofthe

companyduringthestudyperiod.

 Toevaluateandanalyzevariousfactsofthefinancialperformanceofthe

company.

 Tomakecomparisonsbetweentheratiosduringdifferentperiods.
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SCOPE&NEED

Thescopeofthestudyislimitedtocollectingfinancialdatapublishedintheannual

reportsofthecompanyeveryyear.Theanalysisisdonetosuggestthepossiblesolutions.

Thestudyiscarriedoutfor2years.ThepresentstudyisconfinedtoonlySadguru

SahakariPatsanstha.
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CONTRIBUTIONDURINGSIP

Sr. Task Duration Week

1 CorporateProfile:SadguruSahakari

Patsanstha

1thJune-7thJune Week-1

2 IntroductiontoFinance 8stJune-15rdJune Week-2

3 Objective&PurposeofFinancialStatement 16thJune-23thJune Week-3

8 Studyofroleofacceptingauthority 24thJune-1thJuly Week-4

9 TheprocessofRationAnalysis 2thJuly-8thJuly Week-5

10 FinalProcess 8July–15July Week-6
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LIMITATION

Thefollowingarethelimitationofthestudy

1.Thestudywaslimitedtoonly2yearsFinancialData.
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2.Thestudyispurelybasedonsecondarydatawhichweretakenprimarilyfrom

PublishedannualreportsofSadguruSahakariPatsanstha.
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RESEARCHMETHODOLOGY

METHODOLOGY

Themainaim ofthestudyistoknowthefinancialperformanceoftheSadguruSahakari

Patsanstha,Nagpur.

Research

Anyeffortswhicharedirectedtostudyofstrategyneededtoidentifytheproblemsand

selectionofbestsolutionsforbetterresultsareknownasresearch.

ResearchDesign

Inviewoftheobjectsofthestudylistedaboveanexploratoryresearchdesignhasbeen

adopted.Exploratoryresearchisonewhichislargelyinterpretsandalreadyavailable

informationanditlaysparticularemphasisonanalysisandinterpretationoftheexisting

andavailableinformation.

A.Toknowthefinancialstatusofthecompany.

B.Toknowthecreditworthinessofthecompany.

C.Tooffersuggestionsbasedonresearchfinding.
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DATAANALYSISANDINTERPRETATION

1.LIQUIDITYRATIO’S

A.CURRENTRATIO

Thecurrentratioisthebetweenallcurrentassets and allcurrentliabilities;

anotherwayofexpressingliquidity.Itisameasureofthefirm’s short-term

solvency.Itindicatestheavailabilityofcurrentassetsinrupeesforeveryone

rupeeofcurrentliability.Aratioofgreaterthanonemeansthatthefirm has

morecurrentassetsthancurrentclaimsagainstthem.

Table:1.1

YEAR CURRENTRATIO

2018-19 1.87

2019-20 2.02

CURRENTASSETS
CURRENTRATIO= -----------------------------------

CURRENTLIABILITIES
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CHART:1.1:CURRENTRATIO

INTERPRETATION:

Duringtheyear2018-19thecurrentratiois1.87andincreasedto2.02in2019-20The

ratioabovewasstandardexceptintheyear2019.Sotheratiowassatisfactory.
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B.QUICKRATIO

Quickratioestablishes arelationship betweenquick,orliquid,assetsandcurrent

liabilities.Anassetisliquidifitcanbeconverted into cashimmediatelyorreasonably

soonwithoutalossofvalue.

QUICKASSETS
QUICKRATIO= ------------------------------------------

CURRENTLIABILITIES

TABLE:1.2

YEAR QUICKRATIO

2018-19 1.46

2019-20 1.98
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CHART1.2:QUICKRATIO

INTERPRETATION:

Thestandardform ofaquickratiois1:1.Quickratioisinthe year2018-19to1.46

andithasincreasedto1.98intheyear2019-20.howevertheratioismorethan

thestandardnormssoitissatisfactory.



CONCLUSIONS

From theaboveanalysisofthecompany’sfinancialstatementsit’sconcludedthatthe

company’sfinancialpositionisgoodbecausethecompany’sleverage,activityand

profitabilitypositionsaregoodandthecompanyhavetoincreaseitsliquidityposition

forbetterperformanceinfuture.



SUGGESTION

 Thecompanyhastoincreasetheprofitmaximizationandhastodecrease

theoperatingexpenses.

 Byconsideringtheprofitmaximizationinthecompanytheearningpershare,

investmentandworkingcapitalalsoincreases.Hence,theoutsidersarealso

interestedtoinvest.

 Thecompanyshouldmaintainsufficientcashand bankbalances; they

should invest the idle cash in marketable securities orshortterm

investmentsinshares,debentures,bondsand.
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