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Accounting transactions are defined as business activities that lead to a direct effect on the financial statements of the business. Transactions cannot be recorded if accountants do not understand the financial impact that is created. Accounting transactions follow the protocol of the accounting equation which dictates that any transaction results in assets equaling liabilities and the equity of shareholders. This is to say that every transaction will result in a balanced accounting equation. Every accounting transaction has a fundamental effect on financial statements or rather the accounting equation (Weygandt et al., 2019). Expressions that form financial statements are altered by transactions to make certain alterations that satisfy the accounting equation. 
[bookmark: _Toc60990339]The body
In a business, there are so many financial transactions but for this discussion, the basic ones are considered. The balance sheet is affected by every transaction. The balance sheet equation is always true meaning that both sides give the same value total. According to Weygandt et al. (2019), every item that is indicated in the balance sheet changes as transactions are recorded. To establish a balance in this statement, every transaction assumes two effects that are opposite that way neutralizing each other. The sale of inventory, for instance, sales revenue, a receivable account increases. At the same time, the inventory records a decrease of the same amount, hence a balance is attained. 
The income statement is affected by transactions that affect a business’s expenses or revenues. In an income statement, expenses are deducted from the revenues of the business and the result is usually the net profit or loss of the given time period. Transactions such as business sales, returns, and discounts are regarded as operating revenue in the income statement. Paying incomes and dividends, and gains on the sale of assets are non-operating revenue transactions. Transactions that affect the income statement are revenues or earnings, expenses, and profits (Weygandt et al., 2019).  
Retained earnings are the net income that the business management keeps for internal activities other than paying it out as dividends (Weygandt et al., 2019). Transactions that affect the statement of retained earnings are those that increase/decrease the net income and dividends paid to investors. The statement of retained earnings records the difference between total assets and total liabilities, or rather the balance left when the business settles all its liabilities or outside claims. This is recorded in the balance sheet and it can be used for reinvestment back by the company for higher returns in the future. Transactions that affect the assets and/or liabilities of the business do in turn affect this statement. Retained earnings are affected by revenue and net income. 
The trial balance is simply a summary of the total debit and credits of each account. This statement is a kind of correcting system that makes sure that every underlying transaction was entered correctly following the double-entry principle (Weygandt et al., 2019). Since this statement records all transactions of the business during that given period in time, all transactions have an impact on it. This statement is used to establish if all debits add up to total credits to ensure a balance within transactions and it is also used as a starting point for adjusting entries to bring the trial balance information into GAAP or IFRS compliance.  
[bookmark: _Toc60990340]Conclusion
Financial analysis requires a succinct understanding of every financial statement. It’s the financial statement that is used to create an understanding of a business’s financial stand and its general health. The balance sheet, for instance, is used to speculate on a business’s financial position. The income statement is used to determine a business’s past financial performance, predict a future's, and assess the capability of future cash flow generation. 
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