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What is Financial Statement Analysis

Great Entrepreneurs Coaching - Accounting Certified Coach

Financial statement analysis is the process of analyzing a company's financial
statements for decision-making purposes.

External user of Financial Statements use it to understand the overall health of
an organization as well as to evaluate financial performance and business
value.

Internal user of Financial Statements use it as a monitoring tool for managing
the finances.

Financial record important on every aspect of a business’s activities because it
use to evaluate company past, current, and projected performance.



Type of Analysis

Analysis

Comparative 
Analysis

Horizontal 
Analysis

Vertical 
Analysis

Financial 
Ratio Analysis

Trend 
Analysis



Horizontal Analysis (Trend Analysis)
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• It is used for evaluating trends year over year 
(YoY) or quarter over quarter (QoQ).
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• It is usually depicted as a percentage growth 
over the same line item in the base year
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•Horizontal Analysis formula = [(this year – Last 
Year)/ Last Year]  x 100



Horizontal Analysis



Vertical Analysis

1
• Each item in the financial statement is shown in percentage of the 

base figure

2

• All items in the income statement are stated as a percentage of gross 
sales. All the items in the balance sheet are stated as a percentage of 
the total assets.
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• Vertical Analysis formula = Individual Item / Base Amount *100



Vertical Analysis



Financial Ratio Analysis

• Ratio analysis compares line-item data from a company's
financial statements to evaluate the company’s performance

• Analysts rely on current and past financial statements to
obtain data to evaluate the financial performance of a
company.

• The followings are 3 main types of ratio that commonly used
1. Profitability Ratio
2. Liquidity Ratio
3. Efficiency Ratio
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Profitability Ratio Liquidity Ratio Efficiency Ratio

Ratio Analysis Types

how well a company can 
generate profits from its 
operations.
.
Commonly measure by:
• Gross Profit Margin
• Net Profit Margin

measure a company's
ability to pay off its short-
term debts as they become
due
.
Commonly measure by:
• Current Ratio
• Quick Ratio

measure how fast the
company turn its assets &
liabilities into cash and
improve liquidity ratio

Commonly measure by:
• Creditors Turnover
• Debtors Turnover
• Inventory Turnover


