Ratio Analysis Revision 
Methodology.

[bookmark: _GoBack]It is better to undertake all of the calculations first, then analyse the data.  Remember to use examples from the Ratio layout sheet to help you with your conclusion.  Furthermore, you need to mention the possible effects of the economy, how the organisations results should be compared with other organisations within its industry.
Use the examples given to aid the revision process.  Undertake the calculations without the use of the example sheet and compare your results to corresponding answers on Moodle.
For the second part of question 1, you need to discuss the necessity of ratio analysis.  As per the in-class discussion, you could include the following, with further examples to support your answer:
It is essential for an organisation to have an understanding of ratios and their fluctuations because it enables an organisation to analyse their financial statements in terms of the rate of profitability, liquidity, gearing and in some regards shareholder return.  Ratios can also be used for benchmarking and comparing with competitors within the industry.  Ratios and the results obtained differ from business to business and can have different meanings depending upon the industry.  
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