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[bookmark: _Toc17723439]ABSTRACT

This paper is written to analyze The Gym Group company, a business operating in the health and fitness sector in the UK territory.
It will be organized with an introduction of the company, focusing on its business model, market, main competitors and recent events.
Subsequently, a financial analysis will be carried out, with the calculation of the main ratios and a comparison with the industry leader, The Pure Gym Group.
In conclusion, there will be an analysis of two possible projects that the company could undertake, with a study of the values used and some recommendations.

[bookmark: _Toc17723440]INTRODUCTION

The Gym, with 158 sites, is the second-largest low-cost gym company operating in the UK, after Pure Gym group. They offer a 24/7, no contract, less cost and high-quality facilities with the aim of providing affordable access to exercise facilities.
The company operate in the UK low-cost gym market and, at the same time, in the UK health and fitness sector. PwC has analyzed the capacity of the ‘UK low-cost gym market’ by estimating how the opportunity to have a low-cost gym in the UK reaches figures close to 1400 sites. Actually, the low-cost gyms present on the territory are 654 (Thegymgroup.com, 2019), which would suggest a great growth potential. 
The Gym Group is placed in the second position holding 24% of the segment, just behind Pure Gym, its major competitor that lead with the 34% (Pure Gym, 2019).
Their business model is based on a re-engineering concept which is opposite to traditional gyms, removing all unnecessary costs (all the gyms are with an access pin code, without a front-desk and everything can be made online) emphasizing on the creation of economies of scale. To make this possible, the investment in technology, brand and marketing is a fundamental part of the strategy. With economies of scales, the company can achieve strong financial returns, which can be reinvested in company growth. The Group continue to improve the digital user experience with members that enable them to have a continuous high effective, low cost operating model. (www.tggplc.com) 
The strategy is focused on the improvement in members experience, growing physically with new sites and improving continually their operating model to reach a profitable and sustainable growth with a strong return on capital. 
For what concern the history, Espandi
Comprimi
The Gym Group was founded in 2008 in Hounslow by John Treharne, an English squash player focused on the benefits of health and fitness and less on the luxury often required from the traditional health club members. In three years, they opened 20 gyms and in 2012 was recognized as one of the fastest-growing companies in the UK.
In November 2015 it completed its first IPO, gaining £125 million from new investors allowing its continuous growth. All the major shareholders in the company are institutions. (Thegymgroup.com, 2019)
In 2017, the Group purchased 18 sites belonging to the Lifestyle brand and in 2018 purchased 13 gyms from the Easygym brand, all combined with the opening of new sites.
[bookmark: _Toc17723441]2018 was an important year for the leadership of the company as the Founder, after ten years, left the CEO position, giving the opportunity to Richard Darwin to step up from CFO to CEO position. (www.tggplc.com)




















FINANCIAL ANALYSIS

After this introduction carried out in order to understand the general framework of the company and the sector in which it operates, this section will deal with a financial analysis of The Gym Group, based on the main financial keys ratios as profitability, liquidity, gearing and efficiency.
Financial analysis is essential to understand the overall business finance function. It has the purpose of find information about the past, current and future financial health of the company. Any goal that the firm aim to achieve in the future is analysed in financial terms. Therefore, it is easy to understand how it has great importance as it offers to business managers important information on which they will make future decisions. This analysis is not just an internal control system, but it is also analysed by possible lenders who, based on the data, will decide whether or not to invest their money in the business. (Alvarez and Fridson, 2013)
The three most important data resources for financial analysis are the company's balance sheet, income statement, and cash flow statement.
In this analysis, the company The Gym Group will be compared to the industry leader, the company Pure Gym which holds the leading position in the market with the 34% of the segment, followed immediately by The Gym, which holds the 24% (www.tggplc.com). Regarding Pure Gym, the company utilize a financial year of 14 months so, in the analysis, it is necessary to focus on ratios and not on net values.
At the end of the analysis of the primary financial keys, an overview of the current financial situation of the company will be made with possible future recommendations for what concern the improvement of the financial management of the business.
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	The Gym (12 months)
	2014
	2015
	2016
	2017
	2018
	Pure Gym (14 months)

	
Current Assets
	9,933
	8,639
	10,795
	9,691
	15,318
	42,161

	Current Liabilities
	24,656
	25,546
	34,257
	45,401
	56,957
	77,706

	
Cash
	5,576
	2,860
	4,822
	457
	3,027
	23,320

	
Inventory
	75
	122
	159
	197
	379
	1,278


 
	The Gym
	2014
	2015
	2016
	2017
	2018
	Pure Gym

	
Current Ratio
	 0.40
	0.34 
	 0.31
	 0.21
	 0.27
	 0.54

	
Quick Ratio
	 0.39
	 0.33
	 0.31
	 0.21
	 0.26
	 0.52

	
Cash Ratio
	 0.23
	 0.11
	 0.14
	 0.01
	 0.05
	 0.30


[bookmark: _Hlk17721884]Source: Author’s calculations and Annual Financial Reports of The Gym’s and The Pure Gym

The Current Ratio expresses the ability of the company to cope with current outflows used to pay short-term creditors (represented by current liabilities) with current inflow (represented by current assets). (Soffer and Soffer, 2003) 
The company's liquidity situation has worsened over the years since future income from the realization of current assets is not enough to cover future outgoings, deriving from the extinction of short-term liabilities. The higher the value is, the less liquidity risk the company has and optimal values ​​are found (following standard values) around 1.0. Is not unusual, however, find values under 1.0 since the analysis must be carried out not based on standard values, but by analyzing the company's past and the benchmarking with the sector.
Over the last 5 years, current assets have increased by 54%, while current liabilities have peaked at 131%. The explanation of this increase is explained by the five years bullet repayment facilities that the company signed with HSBC and Barclas on 12 November 2015. This bullet repayment includes a £10 million loan for facility A, a 25£ loan for facility B and a £5 million revolving credit facility. In 2017, the loan for facility B increased up to £35 million, thus reaching a total of £50 million total borrowing facilities. (www.tggplc.com)
In addition to this, current liabilities have increased due to the acquisition of 13 sites belonging to the Easygym brand and, additionally, the opening of 17 new gyms in the UK territory, increasing the number of sites by 23,4%.
For what concern the current assets, they increased mainly due to higher cash balance.
Making a comparison with the leading company in the sector, Pure Gym company, the current ratio of the competitor results exactly double, consequently having a decidedly reduced liquidity risk compared to The Gym.


The Quick Ratio, like the Current Ratio, is a model used to measure the liquidity of the company. Unlike the previous one, the inventory is excluded, and it is an indicator of a company's limit to pay current liabilities without having to rely on the sale of the inventory. (Stickney, 1993)
This ratio is important as the inventory is not easily and quickly convertible into cash and consequently, to measure the liquidity position of the company is better to exclude it from the calculation.
The inventory indicates the quantity of materials and products (finished and semi-finished) present in the company and ready to be sold or used in the production process.
Regarding The Gym Group, it is possible to notice how the impact of the inventory is minimal. It is composed primarily of ‘Goods for resale’ but, being a company that sells services and not goods, the company shows a low inventory value with an impact on values of 1%. The trend in the past five years shows an increase in the Inventory values, due to the growth of the company but, despite this, the impact of it has never exceeded 1%.
Analyzing the competitor, the impact of the inventory reaches 2%, thus not showing a significant change in values.


The Cash Ratio is considered the most conservative among the 3 liquidity ratios and measures the liquidity of a company by calculating the ratio between cash assets (and cash equivalents) with all current liabilities. It measures only the most liquid part of activities against current liabilities. (Collier, 2009)
The trend of the last 5 years has shown an incredible reduction in this ratio with a reduction of 78%.
The cause is certainly found in the increase in current liabilities, but not only, it is also justified by a decrease in the value of the cash that in 2017 reached very low levels. These values ​​are caused by high depreciation and amortization costs that depress the net income, thus reaching negative levels being higher than the maintenance Capex (CAPital EXpenditure) or the money needed to maintain or replace assets. 
The company is using a lot of cash to allow business growth, as an example, in 2018, when the group acquired 13 Easygym sites, the company used £14.5 million cash.
The sector leader, instead, shows a higher index, which means greater company liquidity.
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	The Gym (12 months)
	2014
	2015
	2016
	2017
	2018
	Pure Gym (14 months)

	
Revenue
	45,480
	59,979
	73,539
	91,377
	123,884
	245,283

	
Total Assets
	128,313
	143,187
	158,952
	206,414
	256,357
	760,735

	
Fixed Assets
	67,510
	85,237
	99,037
	133,356
	164,505
	196,922



	The Gym
	2014
	2015
	2016
	2017
	2018
	Pure Gym

	
Asset Turnover
	 0.35
	 0.42
	 0.46
	 0.44
	 0.48
	 0.32

	
Fixed Asset Turnover
	 0.67
	 0.70
	 0.74
	 0.68
	 0.75
	 1.24


Source: Author’s calculations and Annual Financial Reports of The Gym’s and The Pure Gym

In the managing of a business, it is essential to determine the efficiency coming from the company's ability to generate sales using its assets.

The Asset Turnover Ratio is calculating by dividing the company’s sales with the total assets and measure for each pound invested in assets the amount of sales generated.
It, therefore, expresses the level of efficiency obtained from the exploitation of the assets utilized by the company and it is easy to understand that the higher is the value, the greater is the efficiency obtained by business management. (Collier,2009)
For what concern the Asset Turnover Ratio in The Gym, in the last 5 years there has been an increase of 37,14% which can be explained by analyzing its components.
Analyzing the revenue trend, a notable increase can be noticed.  The increase in five years reaches 173%, emphasizing a great grow that was driven by two main factors (www.tggplc.com): 
· The increase in the number of gym members (+19,3% just in the last year with 724,000 members and +147% from 2014 where they had 293,000 members)
· The increase in the average membership revenue per month (+3,3% from 2017 due to a price increasing, the creation of a premium membership package and member mix)
For what concern the trend of the total asset, it grew 99.80% in five years. Regarding the non-current assets, it is justified by the opening of new sites, the purchase of assets (sites) acquired from the company Easygym and the capital spent in property, plant, equipment and intangible assets then adjusted with depreciation and amortisation. The current assets, instead, grew for higher cash balance and major inventory.
The sales growth is, therefore, higher than the assets one, justifying the increase in the index.
Although the index doesn’t reach too high level, it is, however, superior to the sector leader, with a +50%, showing more efficient use of assets.

The Fixed Asset Turnover Ratio is calculated dividing the company’s sales just with the fixed assets, in this case with property, plant and equipment. It shows how efficient is a company in the production of sales just with its properties, equipment and machines. (Collier, 2009)
From 2014 to 2018 there is an 11% growth due, as previously stated, to the increase in sales. The index demonstrates as the company has more efficiently utilized their investments in PPE for generating sales, thus justifying the opening and purchase of new sites.
Pure Gym, however, confirms its position in the sector, with a +65,33% compared to The Gym group.
[bookmark: _Toc17723444]GEARING RATIOS

	The Gym
(12 months)
	2014
	2015
	2016
	2017
	2018
	Pure Gym (14 months)

	
Total Debt
	73,866
	8,966
	9,178
	37,113
	48,165
	700,017

	
Total Equity
	31,585
	108,443
	114,290
	120,884
	149,842
	30,069



	The Gym
	2014
	2015
	2016
	2017
	2018
	Pure Gym

	
Debt-Equity Ratio
	 2.34
	 0.08
	 0.08
	 0.31
	 0.32
	 23.28

	
Debt to Capital Ratio
	 0.70
	 0.08
	 0.07
	 0.23
	 0.24
	 0.95


Source: Author’s calculations and Annual Financial Reports of The Gym’s and The Pure Gym

The Debt-to-Equity Ratio studies the relation between the company’s total debt with the equity. It is calculated dividing the total amount of borrowings with the shareholder’s equity, and it indicates how much creditor financing is used than the shareholders one; therefore, it monitors the financial risk of the company. (Fraser, 1990)
The higher this index is, the more it means that the business is using external financing to cover its costs. Therefore, it is preferable to have low values that demonstrate the financial independence of the company. However, a too low ratio between the two values can show how the company is not exploiting the available financing possibilities that could have. (Alvarez and Fridson, 2013)
From 2014 to 2015 there has been a drastic decrease in the index due to a higher level of debt and lower level in equity, from 2015 to 2018, instead, there was a sustained growth.
To explain this phenomenon, it is useful to analyze the components of the index.
The total debt, calculate utilizing the current and not current borrowings in 2014 was £73,886 million because in 2013 the company requested an £30 million bank loan for facility A, an £20 million loan for facility B (both completely repaid in 2015), an £3 million revolving credit facility (cancelled in 2015) and a few other term loans, all of them completely repaid on 12 November 2015. This explains the decrease in debts in 2015 as most of them have been paid in that year.
In the following years, debts increased again due to a new five years bullet repayment facilities stipulated by the company on 12 November 2015. This debt in 2017 has increased by £10 million for the acquisition of a portfolio of 18 gyms under the brand Lifestyle Fitness and in 2018 occurred another increase of £10 million for the acquisition of 13 EasyGym sites.
Regarding the last purchase of EasyGym sites, £24 million were, instead, financed by equity placed by The Gym company.
For what concern the Total Equity, there has been an increase of 374% from 2014, confirming that in this period of growth, the company prefers the use of the equity in order to maintain its financial independence. This happened as well thanks to the first IPO concluded in 2015.
The company, with a Debt-to-Equity ratio of 0.32 underline how, despite the continuous growth that the group is facing, they manage to maintain sustained financial independence over time.
At the opposite, the sector leader company Pure Gym shows a Debt-equity-Ratio of 23.28, that means a very high weigh of debts. This produces a high financial risk for the business.

The Debt-to-Capital Ratio measures the proportion of debt used by the company compared with its capital (Equity + Debts), and it is used for analysing the company’s dependence on debts and, in addition to that, the company’s creditworthiness. (Collier, 2009)
Normally, as the ratio studied before, a higher level means a higher risk to shareholders, but there may be exceptions. If the ratio is greater than 1, the company’s debts exceed the capital, so the risk is elevated and, on the other hand, if the value is less than 1 the risk is minor. 
The Gym shows a good balance, with an index level of 0.24, confirming its financial independence again. Its competitor, instead, shows a Debt to capital ratio really close to 1.
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	The Gym (12 month)
	            2,014 
	         2,015 
	         2,016 
	         2,017 
	         2,018 
	Pure Gym (14 Month)

	Sales
	         45,480 
	       59,979 
	       73,539 
	       91,377 
	     123,884 
	     245,283 

	Gross Profit
	         44,440 
	       58,906 
	       72,709 
	       90,395 
	     122,877 
	       26,297 

	Operating Income
	            2,335 
	(2,701) 
	         7,716 
	         9,942 
	 11,697 
	       26,927 

	Net Income
	          (8,783) 
	      (11,473)
	         5,703 
	         7,717 
	  7,206 
	       (34,230)

	
EBITDA
	 14.7
	 17.00
	 22.7 
	 28.0
	 36.8
	 81.3




	The Gym
	2014
	2015
	2016
	2017
	2018
	Pure Gym

	
Net Profit Ratio
	 (19%)
	 (19%)
	 8%
	8% 
	6% 
	(14%) 

	
Gross Margin
	 97%
	 98%
	 99%
	 99%
	 99%
	 -

	
Operating Margin
	 5%
	 (4%)
	 10%
	 11%
	 9%
	 11%


[bookmark: _GoBack]Source: Author’s calculations and Annual Financial Reports of The Gym’s and The Pure Gym

Profitability ratios are used to assess the company's ability to generate profit and more specifically studied the company's ability to use its assets in the best possible way in order to produce profits. (Walsh, 2003)
The more the value is high, the more the company is operating efficiently but obviously, as previously specified for the other indexes, in order to carry out an adequate evaluation it is necessary to compare the rate with the historical ones and with the competitors of the sector.
All three indexes that will be subsequently analyzed are duelled by the sales which, as previously stated, have seen an increasing trend in recent years.  This increase is explained by the growth that the business has undergone over the years with an increase not only in the number of gyms (74 in 2014 and 158 in 2018) but also in the members’ numbers (293,000 in 2014 and 724,000 in 2018) and in the average revenue per member per month. All this made possible by the acquisition of 18 Lifestyle sites in 2017 plus 13 EasyGym sites in 2018.

As a first index, the Gross Profit Ratio will be analyzed. It is composed of two values: Gross Profit and Sales (Revenue). Gross Profit is calculated by subtracting only the cost of goods from revenue, and it has considerable importance because it reflects the core business of the company before the deduction of all other expenses, showing the financial success of it. (Walsh, 2003) Its value is determined by the price of the product (or in this case service) and the direct costs. There has been constant growth in this value thanks to the growth of the business in the number of sales and the price and, in addition, the direct costs found have always been minimal. This justified the presence of an excellent margin and underlined how the company is making an incredible profit on sales, before considering all the subsequent costs. 

The second index that will be analyzed is the Operating Margin. The difference, compared to the previous one, is the use of the Operating income instead of the Gross Profit. The Operating income, also called ‘Earnings before Interest and Taxes’ (EBIT) and it is composed of the value of the revenue after the direct costs (Cost of sales) and the indirect ones (Operative costs) have been deducted. (White, Sondhi and Fried, 2003) This index, compared with the previous one, shows how the operating costs of the company are high, drastically reducing the profit. In 2014, these costs were so elevated that lead to a negative margin level. Analyzing the operating costs, it is possible to note that are the administrative expenses that have the greatest impact. The administrative costs of The Gym are mainly composed of property lease rentals due to the increase in the number of gyms during the years, but not only, the cost of the staff also has a considerable weight and has increased over the years. It was driven by the gyms opening and the foundation of a support office which has the purpose of supporting the future growth of the company. 
The sector’s leader, Pure Gym, shows an operating margin of 11% and here, as in The Gym Group, the major impact is due to administrative expenses showing a slightly higher profit margin compared to The Gym.
For what concern the EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization), there was a constant increase with a +31.6% in the last year due to the new sites opened in recent years who contributed to profit. It is a variation of the EBIT because remove depreciation and amortization from the EBIT calculation, and it is important to analyze the company’s profitability because it excludes the impact of non-operating decisions. (Walsh, 2003) The margin is however influenced by the absorption of lifestyle and EasyGym and by the presence of many sites not yet mature (less than 2 yo). The greatest growth was possible mainly for the contribution of the mature sites (+ 2 yo).

As the last point, the Net Profit Ratio is analysed. It is calculated by dividing the net income with the amount of revenues and shows the profit after eliminating all the production, administration and financing costs and the income taxes and measure the overall profitability of the company. (Alvarez and Fridson, 2013).
For understand if the company is improving its profitability, it is necessary to compare the ratio with the previous years’ ones and with the industry average or, in this case, the main competitor. Studying the Net profit, in 2014 and 2015, the values are negative, which means that a loss has been recorded. This loss is caused by the huge weight of administrative costs flanked by exceptional and finance costs. From 2016, instead, the business started to realize profit but, in 2018, there was a slight decrease in it due to the investments made by the company in the acquisition of new sites which, however, in the future, should allow a higher return.
The sector leader Pure Gym, at the end of the year 2018, shows instead a considerable loss due by high financial costs caused by the Group’s refinancing implemented in January 2018.
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From the overall analysis, it emerges how the company is growing considerably and how it continues to build a strong market through a combination of the opening and purchase of new sites. 
Despite the exponential growth, the company manages to maintain incredible financial stability by financing itself mainly through equity and, to a lesser extent, using external financing.
The expansion of the company is highlighted by the increase in the number of gyms and members that allow an increase in Revenue, Group adjusted EBITDA and profit before Tax.
Despite this positive news, the company is facing high costs that reduce profit. They are explained by the expansion strategy that the company has implemented or the acquisition and opening of new sites. The company is thus with many no mature sites (life shorter than 2 years old) which produce higher costs and lower profits but which, at the same time, have high growth potential.
The company should continue to take advantage of this growing market and, operating in a segment where the customers search ‘the cheapest gym in the market’, a significant factor of competitiveness on which it must aim is to maintain low prices. To applicate this, it is essential a strict control on the costs in order to improve the profit margin. Having many sites that are not yet mature, the focus should be on their development to maturity, reducing in that way the costs and achieving higher levels of return on capital. 
Having purchased the sites of two mature brands, the gym has given itself the possibility to 'buy' new members more quickly, and it is thanks to this that the number of members has risen so fast. In order for this growth to continue, the expansion of the company should take place in geographically diverse and easily accessible areas (large cities) and, for what concern the financing, the company can afford a greater external debt but always maintaining financial independence so as not to incur higher risks.
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	Projected cash Flow

	Year
	A
	B

	0
	-80
	-75

	1
	25
	50

	2
	25
	20

	3
	20
	20

	 4
	55
	20




	 
	A
	B

	

Payback Period
	 3.18
	 2.25

	
Accounting Rate of Return
	 28.12%
	 23.33%

	

Net Present Value
	 16.57
	 16.08

	

Internal Rate of Return
	 17.97%
	 21.53%



The table shown above shows the cash flows of two possible projects that the company could undertake. Before deciding on which of the two to focus on, the company must analyze them to understand which one is most suitable for the business: this analysis is called Capital budgeting.

The first value to be analyzed is the Payback Period, the concept is very simple and answers the question: how long does the project require to recover the initial investment? (Müller-Fürstenberger, 1997) It is expressed in years, and it is calculated dividing the initial investment with the net annual inflow. Lower is the value, quickly the investment will be recovered, so it is considered desirable. 
The advantages of the method indicate an easy compute model, effective calculation method for cash-poor companies, concept simple to understand, risk focus: the analysis calculate in how quick the money of the investment will return. (Bragg, 2018)
At the opposite, the disadvantages show how this method doesn’t consider the time value of money, this concept emphasizes how the money received before is worth more than the one that will come later as it can be potentially reinvested. A second criticism is that it does not consider the value of the asset and the inflow of cash after the payback period and, at the same time, it does not consider the profitability of the investments, the normal business scenarios and the account risk. (Shapiro, 2005)
Analyzing the payback period of the two projects, the second one shows a quicker recovering of the investment which is almost one year lower than the project A. If we decide only based on this method, project B would be more convenient but, as previously specified, in this way many essential elements for the evaluation of the project are not taken into consideration.

The Accounting Rate of Return, also called Return on Average Investment, is used to calculate the expected return generated from the net income of an investment. It is calculating by dividing a project’s Net Income by the average of the amount invested in it and the higher it is, the more attractive the investment is. (Shapiro, 2005)
As the Payback period, this method is considered simple to compute and to understand, it is focused on the profitability of the project, and it provides a percentage that allows a simple comparison between different investments and it is focused on actual returns.
This method, however, ignores the time factor, then the value of money; considers only the account profit, without considering the cash inflow; ignore the risk and the external factors that can threaten a company's profit. (Baker and English, 2013)
If we simply refer to this value, project A result more convenient in that the expected return is higher. 

The Net Present Value applies to future cash outflow/inflow the time values of money. Specifically, it discounts the future investment’s cash flow at the date of return required by the project, subtracting the initial investment. If the value is positive, the investment should be accepted. (Shapiro, 2005)
The apparent advantage of the method is that it takes into consideration the value of money, in that in every period the cash flows are discounted. In addition to this, the method shows, in terms of money, how much is the value created by the investment. The final advantage is that the model looks at risk and the cost of capital.
For what concern the limits, the NPV is sensitive to the discount rate: a small decrease or increase in the value has a great impact on the output. In addition, other limits to consider are that the risk will change during the time horizon; it ignores all the costs incurred before the start of the project and the difficulties to face to determine the rate of return. (Hopkinson, 2017)
Referring to this methodology, project A is favourable as the wealth created by the project is greater.
To conclude, the last method to evaluate is the Internal Rate of Return, which equals the NPV of all cash flow to zero. The IRR is used to evaluate a project, and the highest IRR is preferable. 
This method considers the time value of money, the result is easy to interpret, it works well if used with multiple evaluation factors, but it has some limits as well. This calculation ignores the size of the project, the future costs and the investment rates.
For what concern this value, project B result more favourable.
After analysing the calculated values one by one, it is essential to study the general framework in order to make a decision about which project is the most favourable and suitable for The Gym and, at the same time, the non-financial factor (capabilities of the business, sector standards, future threats,..) must be taken into account.
Therefore, regarding The Gym Group, the most suitable investment is project B for several reasons. First of all, the inflows in the first year are higher and, as the company uses a considerable amount of cash in its growth, higher initial values are favourable.
The second reason is that with this project, the money for the initial investment is recovered faster, thus being able to be reinvested in growth.
Both NPV and IRR provide positive results offering an interesting evaluation of the value that the project brings highlighting how the project can bring considerable benefits to the business.
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FORMULAS UTILIZED IN THE RATIO’S CALCULATIONS

CURRENT RATIO= Current Assets/Current Liabilities
QUICK RATIO= (Current Assets – Inventory)/Current Liabilities
CASH RATIO= Cash/Current Liabilities
ASSET TURNOVER= Sales/Total Assets
FIXED ASSET TURNOVER= Sales/Fixed Assets 
DEBT-TO-EQUITY RATIO= Total Debt/Total Equity
DEBT-TO-CAPITAL RATIO= Total Debt/(Total Equity + Total Debt)
NET PROFIT RATIO= Net Income/Sales
GROSS MARGIN= Gross Profit/Sales
OPERATING MARGIN= Operating Income/Sales

