FINANCE III - PART FOUR - FINANCIAL RATIOS

EXERCISE

You should calculate the following financial ratios for
Colruyt N.V. (a) for the year ended March 31, 2019, and (b) as
of Maxrch 31, 2019 (see the attached financial statements).

{1)The ratios specified in the second attachment (which is
from pages 156 and 157 of “Fundamentals of Financial
Management” - the textbook for Finance I and Finance II).

Important remark: 4in these ratios, “debt” means “total

borrowings".
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(2) The following additional ratios:

Total equity to total assets ratio.
Trade payables in days.

Gross profit margin.

Jean Bellemans

Attachments: mentioned.
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Summary of Key Ratios

LIQUIDITY

Current assets

Measures ability to meet current
Current liabilities debts with current assets.

Measures ablhty to meet ¢ current

CURRENT =

ACID-TEST (QUICK) - Current assets less inventories

Current liabilities debts with most-liquid (quick)
—— current assets.
o o LEVERAGE
Total debt Indicates the extent to which debt

DEBT-TO-EQUITY financing is used relative to equity

- Shareholders’ equity p
financing.

Shows the relative extent to which

Total debt
DEBT-TO-TOTAL-ASSETS ~ Total assets the firm is using borrowed
o money.
COVERAGE
EBIT* Indicates ability to cover interest

INTEREST COVERAGE charges; tells number of times

Interest expense ¢ )
interest is earned.

 ACTIVITY -

RECEIVABLE TURNOVER (RT)

Annual net credit sales Measures how many times the
= receivables have been turned over
(into cash) during the year;
provides insight into quality of

the recelvables

Receivables**

l
|
|

RECEIVABLE TURNOVER
IN DAYS (RTD)

Average number of day_s .

_ 365
receivables are outstanding

(Average collection period)

" RT

: Cost of goods sold
INVENTORY TURNOVER (IT) = —>o' 91800ds sold

before bemg collected
Measures how mar many times the

Inventory** inventory has been turned over
(sold) during the year; provides
insight into liquidity of inventory
~ and ~and tendency to overstock.
INVENTORY TURNOVER _ 365 Average number of days the
IN DAYS (ITD) T inventory is held before it is ‘
turned into accounts receivable |
_ through s sales. ‘
TOTAL ASSET TURNOVER _ Net sales Measures relative efﬁc1ency of ’
{Capital turnover) "~ Total assets** total assets to generate sales. |
_ ) PROFITABILITY |
Net profit after taxes Measures proﬁtablhty with respectl
NET PROFIT MARGIN - Net sales to sales generated; net income per
- _ dollar of sales.
RETURN ON INVESTMENT Net profit after taxes Measures o overall effectiveness i in
(ROI) _—— generating profits with available

Total assets**

(Return on assets) assets; earning power of invested

__ capital.
= NET PROFIT MARGIN x TOTAL ASSET TURNOVER ’
_ Net profit after taxes Net sales

‘Total assets**

~ Net sales
_ Net profit after taxes
~ Shareholders’ equity**

Measures earning power on
shareholders’ book-value

RETURN ON EQUITY (ROE)

) mvestment
— NET PROFIT TOTAL ASSET x EQUITY
MARGIN TURNOVER MULTIPLIER
_ Net profit after taxes Net sales Total assets**

Total assets**

Net sales Shareholders’ equity**

*Earnings before interest and taxes.
**An average, rather than an ending, balance may be needed.



