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Introduction
	Financial Analysis is the process through which the current trends of a business are assessed (Henry, Robinson, and Greuning2011). The information gained through financial analysis is important in determining the stability, profitability, and viability of the company (Henry et al 2011). Financial analysis is vital for any business as it provides numerical information that is vital in the management of receivables, cash, and inventory. It is also used in the determination of the number of customers a company needs to keep itself afloat, how the company should price its products and also for budgeting purposes (Styce, 2019). In this paper, I’m going to discuss what I understand about financial analysis. I will also use the SWOT analyses of Fiat, Ford, and General Motors as examples.
Financial Analysis
The Financial Analysis Framework
The process of creation of financial statements takes place in six steps as shown below;
1. Determination of the purpose of analysis.
2. Collection of input data through the use of, for instance, questionnaires and interviews.
3. Processing of the collected data.
4. Analysis and interpretation of the data.
5. Development of conclusions and recommendation based on the results of the analysis.
6. Follow up to determine the effects of recommendations suggested in the conclusions and recommendations phase.
Tools and Techniques Used in Financial Analysis
Ratios
They are used to show the extent of relatedness of financial accounts which is important in the determination of possible stock returns or financial distress. Some of the ratios used include the ratio between net income and revenue which is used to indicate the performance of a company.
Activity Ratios
Used to determine the efficiency of management of activities by a company.
They include working capital, inventory and payables turnovers.
Liquidity Ratios
Used to determine the ability of a company to achieve its short-term goals.
They include quick, current and cash ratios.
Solvency Ratios
Used for determination of a company’s ability to achieve the fulfillment of long-drawn-out arrears.
They include the ratio of debt to asset, debt to capital and financial leverage.
Graphs
They are important in the visual representation of financial information which is easier to understand. Creation of graphs is usually done by the use of Excel software. Some of the graphs used include histograms and line graphs. They are important for regression analysis.
Equity Analysis
It is the process of evaluation of the performance of a company and the determination of the value of its equity so as to determine how attractive it is for investment (Henry et al 2011). It involves the understanding of current financial information, using the profile to determine future performance, and using the predicted future performance to determine its future value. This information is then used in making of a decision on whether to invest in the company or not.
Credit Analysis
It is the process of assessment of credit risk (Henry et al 2011). The approaches to this process vary depending on the context of the analysis and purpose. For instance, if the kind of debt being assessed for risk is long-term, the analysis could be done by use of projections which makes use of the change in cash flow over time (Henry et al 2011).
SWOT Analysis
It is the analysis of the strength, weaknesses, opportunities, and threats of a company. Determination of these factors is important as it is used in strategic planning and management (Gurel 2017).
Examples of SWOT Analyses of Some Companies
1. Ford
	Strengths
· Diversified offerings.
· The fact that pickups are becoming a status symbol in the US.
· Good brand reputation
	Weaknesses
· Overdependence on the US market.
· No strong presence in emerging markets such as India. 

	Opportunities
· Self-driving cars.
· Use of digital marketing to increase sells.
· Reduction in fuel prices that results into an increase in demand.
	Threats
· Increase in the number of competitors.
· Increase in the number of raw materials.
· Increased regulation by the US government.
· Possible slow-down of the automotive market in the US.




2. Fiat
	Strengths
· A good reputation as a big company.
· Sensible joint ventures with companies in foreign markets such as Italy and Turkey.
· Good association with big brands.
	Weaknesses
· Compared to its competitors, they do a relatively a small number of launches.
· Overreliance on small number of brands such as Punto and Panda.
· Scarcity of spare parts.
· After sales services have been widely touted as being bad.

	Opportunities
· Reduction in fuel prices in the US that prompt increase in demand for cars.
· The predicted increase in the general demand for cars in the US.
	Threats
· Increase in the competition.
· Increase in regulation by the US government.
· Possible slow-down of the automotive market in the US.



3. General Motors
	Strengths
· The fact that the company has joint ventures with automotive companies from China.
· A good reputation as a big company.
· Having a strong footing on the American market.
	Weaknesses
· Overdependence on the US as a market.
· Overdependence on SUVs and pickup trucks to drive sales growth.

	Opportunities
· Reduction in fuel prices in the US that prompt increase in demand for cars.
· Good timing for the release of new models.
	Threats
· Increase in the number of competitors.
· Increased regulation by the US government.
· [bookmark: _GoBack]Possible slow-down of the automotive market in the US.
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