Ratio Exercise
           The following are the summarised final accounts of a trader:
	 Income statement (in £000)
		
		Sales		      	1,300
		Cost of sales		(900)
					------
		Gross profit		400
		Expenses		  (220)
					------
		Net profit		180
					====
[bookmark: _GoBack]	Position statement (in £000)
		Non-current assets		420
		Inventory		160
	      Receivables		110
		Cash and bank		20
	      Trade payables		(150)
					------
		Total capital		560
					====

REQUIRED:

	a) Calculate the following ratios:
		i	gross profit ratio
		ii	net profit ratio
		iii	the receivables collection period
		iv	the inventory holding period 
		v	the current ratio
		vi	the acid test                                                                                                      
	
           b) Comment briefly on the financial performance of the business.                                 
		
               The equivalent ratios for the previous year were: 
                 Gross profit ratio - 37%
                 Net profit ratio -19% 
                 Receivables collection period - 38 days
                 Stock holding period - 90 days
                 Current ratio -1.6:1
                 Acid test - 0.9:1 
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