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Introduction:

In this assignment we look at a business between two years by analysing the relationship between the company’s financial results that are called ratio. It can be said that ratio are performance indicators and a useful method to see the strengths and weaknesses of a financial account. 
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Findings:

From ROCE we can see that the overall profitability in 2019 is higher than 2018 because of the gross profit and the assets, even if in 2018 the business had a higher operating profit, but they had less assets.
From the asset turnover we can see that the business had a bigger revenue in 2019 and that in combination with more assets resulted in a slightly higher turnover than 2018.
About gross profit margin we can say it is the same in both years because the revenue and gross profit got both higher than previous year.
The net profit margin got up by 6.5 % because in 2019 we had slightly bigger figures in revenue and operational profit.
The inventory days are less in 2019, 73,79, compare to 2018, 75,63, because the cost of sale is bigger than the previous year.
[bookmark: _GoBack]The relative difference of non-current asset turnover is 15.6% and this is because in 2019 the revenue is higher, and the business has less non-current assets.
The current ratio shows just a small difference because although we have more current assets the liability raised as well.
The creditor days are favourable because now creditors wait more for the payments and that gives us time to use that money where we need.
In the same time the debtor’s days are slightly lower so it is favourable for the business.
The interest cover got up by 46.34% because the profit before tax and interest is higher and the interest is lower.
The earnings per share are better in 2019 because although the ordinary shares are the same the profit after tax got higher.
And the dividends per share are higher in 2019 due to the numbers of dividends which are higher in 2019 than 2018 and the number of ordinary shares remaining the same.
I think the business should invest in the future as well because the numbers are good, and we can add some assets to the business to make is grow more.
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Ratio 2019 2018Absolute Difference Relative (performance) Difference

1ROCE 35.16 31.18 3.99 3.99

2Asset turnover 1.83 1.73 0.10 5.86

3Gross Profit Margin 26.8 26.81 -0.01 -0.01

4Net Operating Profit Margin 19.2 18.02 1.18 1.18

5Inventory Days 73.80 75.63 -1.83 -2.42

6Non-Current Asset Turnover 2.89 2.5 0.39 15.61

7Current Ratio 1.89 1.83 0.07 3.63

8Acid Test or Quick Ratio 1.23 1.12 0.11 9.77

9Creditor Days 86.76 84.40 2.36 2.80

10Debtor days 59.86 60.97 -1.11 -1.82

11Gearing 1 41.45 61.35 -19.90 -19.90

12Gearing 2 29.30 38.02 -8.72 -8.72

13Interest Cover 12 8 3.8 46.34

14Earnings Per Share (EPS) 63 51 12 23.53

15Price Earning Ratio(P/E) 5.56 5.39 0.16 3.03

16Dividends Per Share (DPS) 33,000 30,000 3,000 10.00

17Dividend Percentage Payout 52380.95 58823.53 -6442.58 -10.95
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Assessing liquidity

2019 (days)2018 (days) Absolute difference (days) Relative difference (%) Outcome

Creditor days 86.76 84.40 2.36 2.80Favorable

Debtors 59.86 60.97 -1.11 -1.82Favorable

Difference 26.90 23.43 3.47 4.62Favorable


