-

. '11, Ear'nings' per share of -

DECISION GUIDEL!NES

Ratio ‘ Computation
Measur!ng tho company’s abmty to pay current liabiliﬁes:
’ Current assets .
Current lisbilities

1. Current ratio ’

.2

* s
Cash investments  receivables

Current liabilities

2. Acid-test (quicki ratio .

Cost of goods sold

3. lnventory turover Average inventory -
4. Accounts receivable . Net credit sales

turnover Average net accounts receivable

Average net accounts receivable
One day's sales

5. Days' sales in receivables

! Measuring the cbm;;any's ability to pay'léng-t’eri’n debt:

. Total liabilitiés
6. Debtratio . Total sseots
e, : . income from operations
7. Times-interest-sarned ratio T Interest expense
. ; ) - . .
. Measuring the company’s profitability: .
’ : Net income
. 8. Rate of return on net sales PP

Net sales

9. Rste of return on total -
assets

Net income + Interest expense
Average total assets

! Netincome ~ Preferred dividends

Short-term . Net current

Measuring the compaﬁy’s ability to sell inventory and gollect receivables:

10. Rate of return on common ]
stockholders’ equity Averags common stockholders’ equity

Netincoms ~ Preferred diwdends'

common stock

-

Ana!yzing the company’s stock as an lnvestment.

" Market price per
._8hare of common stock

12, Priceleamings ratio
. Earnings per share

Dividend per share
of common {or prefsrrad) stock
Market price per share
of common (or preferred) stock

13. Dividend yield

14, Book value per share of - -

Number of shares of common stock outstanding

_ Indicates the market price of $1

Total stockholders' equity — Preferred equity

common stock -

Number of shares of common stock outstanding

Usmg Ratws inFi nanc:al Statément Ana!ys:s //m’/ mefzb@ Cg/ MM’ W ( s,guy)

Crocs-See m\a.é‘
C”"l’v\& Sery 2'5) lnformg(on Prnwded e )

Measures ablity to pay current
liabilities with current assets,

Shows ability to pay all current
liabilities if they come due
immediately,

.+ Indicates saleabiity of i mventory-—-

the number of times a company
sells its average inventory level
during ayear, - -

Measures ability to collect cash -,
from credit customers.

Shows how many days’ sales remain
in Accounts Recsivable—how many
days it takes to collect the average .
" level of receivables. .

Indicates percentage of asssts .

financed with debt.

Measures the number of times
operating income can cover_
interest expanse

Shows the percentage of each

sales dollar earned as net.
income.

Measures how profitablya
company uses its assets.

Gauges how much income is
eamed with the money
invested by common
shareholders,

" Gives the amount of net income -

per one share of the
company's common stock,

R R R D ORI,

of earnings,

Shows the percentage of a
stock’s market value retuned
as dividends to stockholders
each penod

sccounting amount for each
share of common stock
. outstanding.
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Introdnétion

: Ox;e of the most impo_‘rtantvtools for assessing the strength of a bﬁsincss :
organization within its industry is financial analysis. Managers,_investors, and créditors
employ some form of this analysi; as the beginning_point for their financial decision-
making. Investors use financial analyses in making decisions about wﬁether to buy or sell
stock, and creditors use them in decxdmg whether m to lend. Financial analysis
provides mﬁnagers with vaﬁous measurements of how the company is dqing in
| comparison with its performance in past years and ﬁm the performance of competitors
in the indu;ty. Comﬁarisons are essentially intended to shed light on how well a
company is achieving its objecﬁve@andmverall objecﬁve ot";'u?usiness isl to create
value for its shareholders while maintaining a sound ﬁnanmal position.

The purpose of this project is to analyze and comparc ﬁubhc companies from
within the san%ﬁﬁu% Those companies ate Office Depot with headquarters in Delray
Beach, Florida and Staples Inc., headquartered in Framingham, Massachusetts. What

* fQHO\;Js first is an indﬁstry overview and a profile of the two companies. Then financial
analysis is performed using the ratio analysis as well as.horizontal analysis and vertical

analysis. Using th%gg/nalysés, creditworthiness and investment attractiveness are-

5 o
determined. Finally, there g{ summary and conclusions.




