
Memo 
To: Bob Loblaw 
From: 
Date: Sunday May 19th, 2013 
Re: Analysis of Company Strengthen 

Mr. Loblaw 
After extensive analysis, I have calculated Company G's strength by using income statements for years 11 and 12 as requested. Below are my findings: 
	The current ratio equals current assets divided by current liabilities. For year 11, Company G displayed a 1.86, with year 12 dipping to 1.76. This is certainly a metric to be aware of, as there is work needed in this area and is considered a weaknesses until the issue is resolved. 
	The acid test ratio equals available cash, accounts receivable and short term investments divided by the current liability level. For year 11, Company G displayed a .64 with year 12 dipping to a .43. Much like the current ratio, this is something to keep an eye on, and needs to be resolved before it becomes a larger weakness. 
	The inventory turn over ratio equals sales divided by inventory. For year 11, Company G displayed a 6.1 with year 12 dipping to 5.3. While not a terribly significant swing, this shows the risk of carrying inventory with pending sales and places a finer point on the need for successful years in the future and is considered a weakness until the issue is resolved. 
	The accounts receivable turnover ratio equals net credit sales divided by receivables. For year 11, Company G displayed a 32.2 with year 12 moving to a 31.0. Considering the emphasis we've placed on our collections department, this is an improving statistic which can be still be interpreted as a weakness. 
	The day's sales in receivables ratio equals accounts receivable by total credit sales. For year 11, Company G displayed a 11.8 with year 12 moving to a 10.6. This is considered to be a strength however all so slightly with sales collections driving this metric. 
	The debt ratio equals debt divided by assets. For year 11, Company G displayed a 28.34 with year 12 moving to a 29.73. This slight increase displays Company G is in a good place when it comes to debt compared to assets. 
	The times interest earned ratio is found through EBIT divided by interest on debt. For year 11, Company G displayed 31.12 with year 12 moving to 35.17 which shows the organization can cover its required interest payments. We should be focussed on maintaining an increase in this number as it shows financial responsibility. 
	The rate of return on net sales ratio equals net income prior to interest divided by sales. For year 11, Company G displayed a 5.43 with year 12 moving to a 6.65. We are allocating this increase to efficiency. 
	The rate of return on total assets equals net income divided by total assets. For year 11, Company G displayed a 12.30 with year 12 moving to a 15.12. While small, this displayed additional profit from fewer resources and speaks to an increase in efficient methods. 
	The rate of return on common stockholder’s equity equals net income divided by shareholder equity. For year 11, Company G displayed a 20.20 with year 12 moving to a 20.26. With the increase in product to be sold, this is a strength and we hope for increased returns for year 
13. 
	The earnings per share of common stock ratio equals preferred stock subtracted from net income which is then divided by outstanding shares. Year 11 displayed a .672 with year 12 moving to a 1.14. This is significant as it represents an increase in both merchandise and sales totals. 
	The price earning ratio equals share value divided by earnings on each of those shares. Year 11 displayed a 5.21 with year 12 moving to a 5.03. This slight decline is considered a weakness with an elevated cost total. 
	The book value per share of common stock ratio equals preferred equity subtracted from share equity divided by total shares. Year 11 displayed a 4.25 with year 12 moving to 5.87. This is a significant strength for our shareholders. 
Mr. Loblaw, 
In addition to internal comparison, it is important to grade ourselves based on current market expectations in order to know how we're performing compared to our competitors and the expectations of our shareholders. 
	Company G's current ratio is 1.76. 2012 industry average is 2.2. We are slightly below what is considered to be industry average, but not significant to make any major decisions on this one metric. 
	Company G's acid test ratio is .43. 2012 industry average is 1.03 which indicated we are significantly below average. This is a cause for concern as it indicated the potential for difficulty when paying off debts. 
	Company G's inventory turnover ratio is 5.3 where 2012 industry average is 10.5 for 2012. This is a cause for concern when compared to our competition as it indicates a sluggishness in the movement of our inventory. 
	Company G's accounts receivable turnover is 31.0 where the 2012 industry average is 33.36 for 2012. We are just above average when compared to the industry average which indicates we can more effectively solicit payment from our customers when compared to our competitors. 
	Company G's day sales in receivables is 11.8 where the industry average is 13.30 for 2012. We are below average when compared to the industry average which indicates we typically take more time to collect payments. 
	Company G's debt ratio is 29.73 where the industry average is 47 for 2012. We are well below our competition as debt ratio indicates an issue with paying off long term debt. 
	Company G's times interest earned ratio is 35.17 where the industry average is 18.33 for 2012. This shows a degree of responsibility when it comes to the ability of paying back the interest on a loan. 
	Company G's rate of return on net sales is 6.65 where the industry average is 5.95. Company G has beaten the averages and continues to outperform its competition in this area. 
	Company G's rate of return on total assets is 15.12 where the industry average is 12.70. We are currently slightly above industry standard which indicated we are on par with utilizing our asset for profitability. 
	Company G's rate of return on common stockholder equity is 20.26 where the industry average is 15.9. This metric indicates we are above industry average on earning income off investments made by the shareholders. 
	Company G's earning per share of common stock is 1.14 where the industry average is . 86. This indicates we're outperforming the market when measuring income made for every share of common stock. 
	Company G's price earnings ratio resides at 5.03 where the industry average is 6.26. This indicates investors are less willing to pay for Company G stock when compared to its competition. 
	Company G's book value per share of common stock resides at 5.87 where the industry average is 5.46. Book value is not a terribly valuable metric on its own but can be validated when used with other ratios and in the right light can be seen as a strength. This indicated the amount of cash a stockholder would be sent if the company would have to liquidate. 
If you have any further questions or concerns, please do not hesitate to give me a call or shoot me an email. 
Regards, 
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