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INTRODUCTION

FINANCIAL STATEMENT ANALYSIS

Financial Analysis consist major two aspect of Financial Report Analysis which consist

‘ . .
“* Ratio Analysis

% Net Working Capital Analysis

RATIO ANALYSIS

Financial analysis is the process of identifying the financial strengths and
weaknesses of the firm and establishing relationship between the items of the balance sheet and

profit & loss account.

Financial ratio analysis is the calculation and comparison of ratios, which are derived
from the information in a company’s financial statements. The level and historical trends of these
ratios can be used to make inferences about a company’s financial condition, its operations and

attractiveness as an investment. The information in the statements is used by

e Trade creditors, to identify the firm’s ability to meet their claims i.e. liquidity position of the

company.

e Investors, to know about the present and future profitability of the company and its financial

structure.

e Management, in every aspect of the financial analysis. It is the responsibility of the management to

maintain sound financial condition in the company.

The term “Ratio” refers to the numerical and quantitative relationship between

two items or variables. This relationship can be exposed as
e Percentages
e Fractions
e Proportion of numbers

Ratio analysis is defined as the systematic use of the ratio to interpret the financial




statements. So that the strengths and weaknesses of a firm, as well as its historical performance
and current financial condition can be determined. Ratio reflects a quantitative relationship helps to

form a quantitative judgment.

STEPS IN RATIO ANALYSIS

The first task of the financial analysis is to select the information relevant to the decision under

consideration from the statements and calculates appropriate ratios.

To compare the calculated ratios with the ratios of the same firm relating to the past or with the

industry ratios. It facilitates in assessing success or failure of the firm.

Third step is to interpretation, drawing of inferences and report writing conclusions are drawn after

comparison in the shape of report or recommended courses of action.

BASIS OR STANDARDS OF COMPARISON

Ratios are relative figures reflecting the relation between variables. They enable
analyst to draw conclusions regarding financial operations. They use of ratios as a tool of financial
analysis involves the comparison with related facts. This is the basis of ratio analysis. The basis of

ratio analysis is of four types.
Past ratios, calculated from past financial statements of the firm.

Competitor’s ratio, of the some most progressive and successful competitor firm at the same point

of time.

Projected ratios, ratios of the future developed from the projected or proforma financial statements

NATURE OF RATIO ANALYSIS

Ratio analysis is a technique of analysis and interpretation of financial
statements. It is the process of establishing and interpreting various ratios for helping in
making certain decisions. It is only a means of understanding of financial strengths and
weaknesses of a firm. There are a number of ratios which can be calculated from the
information given in the financial statements, but the analyst has to select the appropriate
data and calculate only a few appropriate ratios. The following are the four steps involved in




the ratio analysis.

Selection of relevant data from the financial statements depending upon the objective of the

analysis.
Calculation of appropriate ratios from the above data.

Comparison of the calculated ratios with the ratios of the same firm in the past, or the ratios
developed from projected financial statements or the ratios of some other firms or the comparison
with ratios of the industry to which the firm belongs.




COMPANY PROFILE

Sadguru Sahakari Patsanstha
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OBJECTIVE

To understand the liquidity, profitability and efficiency positions of the

company during the study period.

To evaluate and analyze various facts of the financial performance of the

company.

To make comparisons between the ratios during different periods.




SCOPE & NEED

The scope of the study is limited to collecting financial data published in the annual
reports of the company every year. The analysis is done to suggest the possible solutions.
The study is carried out for 2 years. The present study is confined to only Sadguru

Sahakari Patsanstha.




CONTRIBUTION DURING SIP

Sr. Task Duration
1 | Corporate Profile: Sadguru Sahakari 1" June - 7" June Week - 1
Patsanstha

2 | Introduction to Finance 8% June-15"June | Week-2
3 | Objective & Purpose of Financial Statement | 16" June -23" June | Week-3
8 | Study of role of accepting authority 24" June - 1" July Week - 4
9 | The process of Ration Analysis 2" July - 8" July Week - 5
10 | Final Process 8 July — 15 July Week - 6




LIMITATION

The following are the limitation of the study

1. The study was limited to only 2 years Financial Data.




2. The study is purely based on secondary data which were taken primarily from

Published annual reports of Sadguru Sahakari Patsanstha.




RESEARCH METHODOLOGY

METHODOLOGY
The main aim of the study is to know the financial performance of the Sadguru Sahakari

Patsanstha, Nagpur.

Research
Any efforts which are directed to study of strategy needed to identify the problems and

selection of best solutions for better results are known as research.

Research Design

In view of the objects of the study listed above an exploratory research design has been
adopted. Exploratory research is one which is largely interprets and already available
information and it lays particular emphasis on analysis and interpretation of the existing

and available information.

A. To know the financial status of the company.
B. To know the credit worthiness of the company.
C. To offer suggestions based on research finding.




DATA ANALYSIS AND INTERPRETATION

1. LIQUIDITYRATIO'S

A. CURRENT RATIO

The current ratio is the between all current assets and all current liabilities;
another way of expressing liquidity. It is a measure of the firm’s short-term
solvency. It indicates the availability of current assets in rupees for every one

rupee of current liability. A ratio of greater than one means that the firm has
more current assets than current claims against them.

CURRENT ASSETS
CURRENTRATIO=
CURRENT LIABILITIES
Table: 1.1
YEAR CURRENT RATIO
2018-19 1.87
2019-20 2.02




CHART: 1.1: CURRENTRATIO
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INTERPRETATION:

During the year 2018-19 the current ratio is 1.87 and increased to 2.02 in 2019-20 The
ratio above was standard except in the year 2019. So the ratio was satisfactory.




B. QUICKRATIO

Quick ratio establishes a relationship between quick, or liquid, assets and current
liabilities. An asset is liquid if it can be converted into cash immediately or reasonably

soon without a loss of value.

QUICK ASSETS

QUICKRATIO=
CURRENTLIABILITIES
TABLE: 1.2
YEAR QUICK RATIO
2018-19 1.46
2019-20 1.98
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CHART 1. 2: QUICK RATIO
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INTERPRETATION:

The standard form of a quick ratio is 1:1. Quick ratio is in the year 2018-19 to 1.46

and it has increased to 1.98 in the year 2019-20. however the ratio is more than
the standard norms so it is satisfactory.




CONCLUSIONS

From the above analysis of the company’s financial statements it's concluded that the
company’s financial position is good because the company’s leverage, activity and
profitability positions are good and the company have to increase its liquidity position

for better performance in future.




SUGGESTION

» The company has to increase the profit maximization and has to decrease
the operating expenses.

» By considering the profit maximization in the company the earning per share,
investment and working capital also increases. Hence, the outsiders are also
interested to invest.

» The company should maintain sufficient cash and bank balances; they
should invest the idle cash in marketable securities or short term

investments in shares, debentures, bonds and .
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