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PREAMBLE
A financial statement of an entity is considered as a source of 

information that shows the financial information of the business about 
assets, liabilities, and equities.

The financial statements, called income statements (comprehensive 
income statements), are information about the company's performance 
by detailing the company's income and expenses.

Financial statements are financial information derived from the 
compilation of trades that occur during the year so that stakeholders 
can take advantage of the information available. To solve current 
business problems and to plan for future growth.
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THOSE INTERESTED IN ANALYZING THE RATIO

Creditors Group

The company will pay attention to 
liquidity and interest payment capability 
of the business first, followed by interest 
in the profitability of the business, which 
creditors want to ensure that the business 
is stable and able to continue to operate 
with experience. The result was achieved 
with

Management & Shareholders Group

Pay attention to analysis from the 
same perspective, i.e. pay attention 
to the financial position of the 
business.



DATA SOURCES USED TO ANALYZE FINANCIAL

STATEMENTS

financial statements, 
comprehensive income statements, 
equity change statements, 
cash flow statements 
notes to Financial Statements



FINANCIAL INSTRUMENTS USED IN THE ANALYSIS OF FINANCIAL

STATEMENTS

1. Basic Financial Statement Analysis
1.1 Horizontal analysis
1.2 Vertical analysis

2.  Ratio analysis



HORIZONTAL ANALYSIS
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VERTICAL ANALYSIS

(920 x 100)
3,000



RATIO ANALYSIS

Financial ratios are a representation of the 
relationship between two numerical data from 
a business's financial statements.



TYPES OF FINANCIAL RATIOS

Liquidity ratios
Activity ratios or Asset management ratios
Leverage ratios or Debt management ratios
Profitability ratios
Market value ratios









 1.1 Working capital

1. LIQUIDITY RATIOS REFERS TO THE RATIOS USED TO MEASURE THE

ABILITY TO PAY SHORT-TERM DEBTS ACCORDING TO THE OBLIGATIONS OF

THE BUSINESS.



 1.2 Current ratio



1.3 Acid – test ratio or Quick ratio



2. ACTIVITY RATIOS OR ASSET MANAGEMENT RATIOS

It is a ratio that shows the effectiveness of managing a business's 
assets, such as managing receivables, inventories, as well as fixed 
assets. There are 4 types.



2.1 Account receivable turnover





2.2 Inventory turnover





2.3 Fixed assets turnover



2.4 Total assets turnover



3. LEVERAGE RATIOS OR DEBT MANAGEMENT RATIOS)

 3.1 Debt to assets ratio



 3.2 Debt-to-equity ratio



 3.3 Time Interest Earned (TIE)



4. PROFITABILITY RATIOS
4.1 RETURN ON SALES

4.1.1 NET PROFIT MARGIN



4.1.2 Gross profit margin



4.1.3 Operating profit margin



4.2 Return on Investment (ROI)



4.2.2 Return on Equity (ROE) or Return on Common Equity 
(ROCE)



5. MARKET VALUE RATIOS

It is a ratio related to the share price of the company 
that delivers profits.

Earning Per Share (EPS) or Basic Earning Per Share 
(BEPS)



 5.2 Price/Earnings Ratio (P/E)



LIMITATIONS OF FINANCIAL RATIOS

1. Ratio analysis is numerical analysis. 
2. Correct and acceptable accounting methods 
3. The end period of the financial statements of each 

business is different.  
4. The analysis does not take into account the current value 

of money.



SUMMARIZE

The financial statement of the business is considered as a source 
of information that shows the financial information of the 
business.  Financial statements are financial information derived 
from the compilation of trades that occur during the year so that 
stakeholders can take advantage of the information available.  
To solve current business problems and to plan for future 
growth.



EXERCISE 6 : FINANCIAL RATIO ANALYSIS

View the following financial statements and analyze the 
financial ratios:

Current ratio
Account receivable turnover
Debt to assets ratio
Gross profit margin
Return on total assets (ROA)
And explain what it means



DEADLINE

Exercise 6
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