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1. From the Company’s income Statement, compare the revenues, expenses, profits and net income for this company for the last three years. Are these financial measures increasing or decreasing? 
The following are the revenues, net income, profit, and expenses by NFLX generated for the last three years. If we look at the year 2016, the company generated $11,692,713 of revenues, which increased by 35%.  In 2018, the company generated a revenue of $18,875,854, which was an increase of 20%. Net Income, Expenses, and Gross Profits also increased consecutively as shown on the table provided below. 
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Data Source: NFLX Financial Statements
2. What does this change tell you about the profitability of the company?
Looking at the revenues from 2016, we can see that the company’s revenues continues to increase. By calculating the profit margin, one could tell that the company is still making a good profit and if it minimizes its expenses, then, it will continue in be in a better standing or competitive edge.
3. From the Statement of Cash Flow show the cash flows from Operating, Investing and Financing activities. How have these performances changed over the past three years?  
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Looking at the early years prior to 2016, Netflix was bringing in more cash than it was spending. Looking at its statement of cash flows, i.e. from operating activities it is easy to notice that in its early years its cash flow was positive. It was bringing more cash from subscriptions than it was spending. Cash flow from operating, investing, and financing activities has become a big problem because as shown on the table above, it has turned negative over the past few years. This means that the company is spending more cash on its operating activities. Even so, it has not run out cash because it continues to finance its operating activities from its borrowings. 
4. Cash flow determines the value of media companies as their sale prices are often based on some multiple of operating cash flow. What does a multiple of 8-10 suggest the value of the company to be?
Multiples is one of the approaches used to value companies and it suggests the use of ratios to get a quick valuation. A multiple of 8-10 simply suggests that the company is well-established or rather it is a business that is well positioned in the market and this is primarily dependent on continued earnings rather than on a strong management.  
Is the company’s profitability more, less than or the same as its key competitors?
Netflix’s profitability is slightly more than of its key competitors. Even so, Netflix is facing significant competitive pressure as more of its subscribers are moving to other emerging companies such as, Amazon Prime Video, Disney and so forth (Wall Street Journal, 2019).  
5. Use the Balance Sheet to review the company’s Assets, Liabilities and Owner’s Equity. How much total debt (long term and current liabilities) does the company currently have? Has debt increased or decreased over the last three years?
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As shown on the table above, the long-term debt for Netflix has really increased over the last three years. As explained earlier, Netflix’s cash flow is running negative which also means that the company has to get some funding to finance its operating activities. According to Spangler (2019), this is one of the factors contributing to the long-term debt. 
6. Financial managers use Ratio Analysis to compare their firm’s financial performance to other companies or the industry. Find any Liquidity, Debt or Capitalization ratios for the company. How do they compare to the industry? Ratios are available on financial Web sites like Yahoo Finance or CBS Moneywatch.
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Data Source: https://www.stock-analysis-on.net/NASDAQ/Company/Netflix-Inc/Ratios/Liquidity
From the ratios provided in the table above, current, quick, and cash ratios improved from 2016 to through 2018. Compared to other companies such as the ones shown below, Netflix seems to be far much better in terms of financial performance. It is also important note here that, its liquidity ratio (cash ratio) increased from 2016 through 2018, thus, indicating that the company is still doing well financially. 
7. Tables
	Current Ratio, Competitors

	
	Amazon.com Inc.
	1.10
	1.04
	1.04
	1.08
	1.12

	
	Costco Wholesale Corp.
	1.02
	0.99
	0.98
	1.05
	1.22

	
	eBay Inc.
	1.60
	2.19
	2.31
	3.49
	1.51


 Data Source: https://www.stock-analysis-on.net/NASDAQ/Company/Netflix-Inc/Ratios/Liquidity

	Quick Ratio, Competitors2

	
	Amazon.com Inc.
	0.80
	0.70
	0.74
	0.71
	0.74

	
	Costco Wholesale Corp.
	0.45
	0.41
	0.38
	0.46
	0.59

	
	eBay Inc.
	1.26
	1.85
	2.01
	2.98
	1.43



Data Source: https://www.stock-analysis-on.net/NASDAQ/Company/Netflix-Inc/Ratios/Liquidity
	Cash Ratio, Competitors2

	
	Amazon.com Inc.
	0.60
	0.54
	0.59
	0.58
	0.62

	
	Costco Wholesale Corp.
	0.36
	0.33
	0.30
	0.39
	0.51

	
	eBay Inc.
	1.10
	1.66
	1.86
	2.71
	0.58


Data Source: https://www.stock-analysis-on.net/NASDAQ/Company/Netflix-Inc/Ratios/Liquidity
8. Financial Statements (Balance Sheet, Profit & Loss Statement and Statement of Cash Flows) at the end of the report before the bibliography
12

Income Statement
All numbers in thousands
	Revenue
	12/31/2018
	12/31/2017
	12/31/2016
	12/31/2015

	Total Revenue
	15,794,341
	11,692,713
	8,830,669
	6,779,511

	Cost of Revenue
	9,967,538
	8,033,000
	6,257,462
	4,591,476

	Gross Profit
	5,826,803
	3,659,713
	2,573,207
	2,188,035

	Operating Expenses

	Research Development
	1,221,814
	953,710
	780,232
	650,788

	Selling General and Administrative
	2,999,763
	1,867,324
	1,413,182
	1,231,421

	Non Recurring
	-
	-
	-
	-

	Others
	-
	-
	-
	-

	Total Operating Expenses
	14,189,115
	10,854,034
	8,450,876
	6,473,685

	Operating Income or Loss
	1,605,226
	838,679
	379,793
	305,826

	Income from Continuing Operations

	Total Other Income/Expenses Net
	-378,768
	-353,358
	-119,286
	-163,941

	Earnings Before Interest and Taxes
	1,605,226
	838,679
	379,793
	305,826

	Interest Expense
	-420,493
	-238,204
	-150,114
	-132,716

	Income Before Tax
	1,226,458
	485,321
	260,507
	141,885

	Income Tax Expense
	15,216
	-73,608
	73,829
	19,244

	Minority Interest
	-
	-
	-
	-

	Net Income From Continuing Ops
	1,211,242
	558,929
	186,678
	122,641

	Non-recurring Events

	Discontinued Operations
	-
	-
	-
	-

	Extraordinary Items
	-
	-
	-
	-

	Effect Of Accounting Changes
	-
	-
	-
	-

	Other Items
	-
	-
	-
	-

	Net Income

	Net Income
	1,211,242
	558,929
	186,678
	122,641

	Preferred Stock And Other Adjustments
	-
	-
	-
	-

	Net Income Applicable To Common Shares
	1,211,242
	558,929
	186,678
	122,641




Balance Sheet
All numbers in thousands
	Period Ending
	12/31/2018
	12/31/2017
	12/31/2016
	12/31/2015

	Current Assets

	Cash And Cash Equivalents
	3,794,483
	2,822,795
	1,467,576
	1,809,330

	Short Term Investments
	-
	-
	266,206
	501,385

	Net Receivables
	-
	-
	-
	-

	Inventory
	-
	-
	-
	-

	Other Current Assets
	5,899,652
	4,847,179
	3,986,509
	3,121,125

	Total Current Assets
	9,694,135
	7,669,974
	5,720,291
	5,431,840

	Long Term Investments
	-
	-
	1,517
	-

	Property, plant and equipment
	418,281
	319,404
	250,395
	173,412

	Goodwill
	-
	-
	-
	-

	Intangible Assets
	14,960,954
	10,371,055
	7,274,501
	4,312,817

	Accumulated Amortization
	-
	-
	-
	-

	Other Assets
	901,030
	652,309
	339,906
	284,802

	Deferred Long Term Asset Charges
	564,425
	478,266
	227,248
	180,573

	Total Assets
	25,974,400
	19,012,742
	13,586,610
	10,202,871

	Current Liabilities

	Accounts Payable
	562,985
	359,555
	312,842
	253,491

	Short/Current Long Term Debt
	-
	-
	-
	-

	Other Current Liabilities
	5,446,918
	4,791,663
	4,076,183
	3,135,744

	Total Current Liabilities
	6,487,320
	5,466,312
	4,586,657
	3,529,624

	Long Term Debt
	10,360,058
	6,499,432
	3,364,311
	2,371,362

	Other Liabilities
	3,888,257
	3,465,042
	2,955,842
	2,078,459

	Deferred Long Term Liability Charges
	-
	-
	-
	-

	Minority Interest
	-
	-
	-
	-

	Negative Goodwill
	-
	-
	-
	-

	Total Liabilities
	20,735,635
	15,430,786
	10,906,810
	7,979,445

	Stockholders' Equity

	Misc. Stocks Options Warrants
	-
	-
	-
	-

	Redeemable Preferred Stock
	-
	-
	-
	-

	Preferred Stock
	-
	-
	-
	-

	Common Stock
	2,315,988
	1,871,396
	1,599,762
	1,324,809

	Retained Earnings
	2,942,359
	1,731,117
	1,128,603
	941,925

	Treasury Stock
	-19,582
	-20,557
	-48,565
	-43,308

	Capital Surplus
	-
	-
	-
	-

	Other Stockholder Equity
	-19,582
	-20,557
	-48,565
	-43,308

	Total stockholders' equity
	5,238,765
	3,581,956
	2,679,800
	2,223,426

	Net Tangible Assets
	-9,722,189
	-6,789,099
	-4,594,701
	-2,089,391





Cash Flow
All numbers in thousands
	Period Ending
	12/31/2018
	12/31/2017
	12/31/2016
	12/31/2015

	Net Income
	1,211,242
	558,929
	186,678
	122,641

	Operating Activities, Cash Flows Provided By or Used In

	Depreciation
	83,157
	71,911
	57,528
	62,283

	Adjustments To Net Income
	-11,841,945
	-8,734,239
	-6,778,020
	-4,592,012

	Changes In Accounts Receivables
	-
	-
	-
	-

	Changes In Liabilities
	341,475
	252,533
	128,998
	123,750

	Changes In Inventories
	-
	-
	-
	-

	Changes In Other Operating Activities
	-47,708
	-193,556
	63,382
	49,137

	Total Cash Flow From Operating Activities
	-2,680,479
	-1,785,948
	-1,473,984
	-749,439

	Investing Activities, Cash Flows Provided By or Used In

	Capital Expenditure
	-173,946
	-173,302
	-107,653
	-91,248

	Investments
	-
	268,040
	235,536
	-8,074

	Other Cash flows from Investing Activities
	-126,588
	-6,689
	-941
	-1,912

	Total Cash Flows From Investing Activities
	-339,120
	34,329
	49,765
	-179,192

	Financing Activities, Cash Flows Provided By or Used In

	Dividends Paid
	-
	-
	-
	-

	Sale Purchase of Stock
	-
	-
	-
	-

	Net Borrowings
	3,961,852
	3,020,510
	1,000,000
	1,500,000

	Other Cash Flows from Financing Activities
	-37,827
	-31,898
	54,651
	62,297

	Total Cash Flows From Financing Activities
	4,048,527
	3,076,990
	1,091,630
	1,640,277

	Effect Of Exchange Rate Changes
	-39,682
	29,848
	-9,165
	-15,924

	Change In Cash and Cash Equivalents
	989,246
	1,355,219
	-341,754
	695,722
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