Discussion 1:
A business colleague of yours approaches you since they know you are in the MBA program at Wichita State and asks you to provide your evaluation of the (hypothetical) MBA802 Company, a publicly traded company trading on the New York Stock Exchange.  Your colleague wants to know your thoughts on the company and whether the company would be a good company to invest in.  How would you approach this evaluation to ultimately provide a recommendation to your colleague?  In your response, please indicate if you would and explain why:
· Base your recommendation based on the current price of the stock?
· Base your recommendation on what you hear others say about the company?
· Base your recommendation on what your impression of the company's products?
· Base your recommendation on a review of the company's financials (and if so, what would you focus on)?
· Base your recommendation on something else (please provide additional details)?
· Just "wing it" based on your gut feel.

Response from me:
Investing in Walmart Inc.
In order to accumulate a good amount of money that can be useful for a long-term financial goal, one will need to invest in a venture that shows growth potential. However, before an individual decides a certain company is the best to invest in they have to consider various factors. In addition, an investor has to determine when, where and how to invest his or her money. In this case I will consider the earnings since it will determine if the invested money will earn enough appreciation to assist me achieve my desired goal. First, I will consider the timing since there are times when it is not good to invest while some other periods are better compared to others depending on the performance of the earnings.
For my friend, I would recommend him to invest in Walmart Inc. that is if they are investing for a long period. This organization has proven that it can attain sustained success and that its brand awareness has continued to grow over time (Mark, 2020). The continued progress it has made has strengthened its stock over time and made it one of the best equity shares for one to invest. The stocks are most preferable for a risk-averse, long term investor.
The current stock price of Walmart Inc. is $144.36 (CNN, 2020). The analysts have projected its stock price to rise up to $180.00 within a period of 12 months. This is a company that has the potential of rising its stock price since it has proved to be able to persevere through the current tough economic time.
The company has consistently improved its financial performance over time. For instance, the company improved its revenue collection between 2018 and 2019. In 2018, Walmart collected a total of $500.34 M and in 2019 $514.41 M. This could be translated to mean an increase in earnings per stock. In addition the company seems to be embracing changes in ways through which it has been doing business in the past. For instance, the company has started selling its products on an e-commerce platform (Mark, 2020). This is a good move since this will mean that it will boost its sales and which would ultimately lead to increase in earnings per stock.  
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Discussion 2:
We have discussed financial metrics and how they can be used to mine data from a company's financial statements to provide valuable insight into a company's financial performance efficiency.  This article addresses the Cash-to-Cash Cycle Time (also referred to as the cash conversion cycle) which utilizes three of the asset management efficiency metrics discussed in our course. Please address the following questions in this discussion board:  
1. 
1. Why is the cash conversion cycle metric a meaningful metric?  
2. What specific areas are measured in this metric and why are these areas are a "big deal" worthy of close scrutiny?
3. Would an investor (or potential investor) prefer to see a higher or lower cash conversion cycle metric result?  
4. Using the Walmart annual report posted in the supplemental materials folder and the prior annual reports available at the websites provided in the the "Supplemental Course Materials" folder, calculate  Walmart's cash conversion cycle for 2014, 2013, & 2012 and address the 3-year trend (in other words, is it trending better or worse)?  Note: For the Days of Inventory and Days of Payable calculations, use Cost of Goods Sold.  For the Days of Receivables calculation, only use Net Sales (excl. Members & other income).  
5. Do the Walmart cash conversion numbers calculated in question 4 indicate Walmart is a strong performer or a weak performer?  What does the year-over-year trend indicate to you?


Response:
Discussion by Arun
COLLAPSE
Top of Form
Ironically, the cash-conversion cycle is a meaningful metric because it is vital to understand and assess its performance whether it is doing well. It is an important accounting tool that helps the company identify appropriate risks to perform its business operations more effectively and efficiently. This metric enables businesses, i.e., big corporations like Wal-Mart Inc., to manage their business operations in their daily cash flows. It is a vital metric for sustainable good business. It is great to report the overall profit, but the cash remains king because it has to be paid to employees, suppliers, rent, and other investors (Connolly, 2013). It is mandatory to understand and manage the company's cash through cash-conversion cycle identifies many potential issues that help the management stay alert and implement certain strategies or appropriate actions to fix it effectively and efficiently. Using the cash conversion cycle as a metric would keep the company's overall business healthier and more valuable productively and successively. Additionally, a short cash-conversion cycle is always beneficial for the company, while a long cash-conversion cycle could become a clear indication of arising issues.


1.  
 
[image: ]
There are three basic parts on which the cash-conversion cycle depends. The first part is 'Days Sales Inventory,' representing the company's current inventory level to show how long it will take the company to sell this current inventory. This is a kind of risk which assesses in the beginning. The second stage is 'Days Sales Receivables,' which identifies that the total estimated time that the company will take to collect the cash from credit sales made. The third and most important stage is ‘Days Sales Payables.' The total time is estimated in which the company identifies how much time will be taken to pay the current vendors for inventory and other purchases. All these stages of the cash-conversion cycle make it a meaningful metric; it measures how well a business manages its accounts payable effectively and efficiently (Murugesu, 2013). These areas are considered 'big deal' and close to scrutiny because the cash-conversion cycle is a common but useful metric used to understand how the company is efficiently processing its Procure to Pay Process' (P2P). Likewise, looking into the number of days between raw materials payment and collection of invoices of all finished goods. This could be negative if suppliers are paid after the invoice is being received from the consumer. It is all calculated with the help of a cash conversion cycle, an effective scrutiny metric.


1.  
            A potential investor always looks for a lower or shorter cash-conversion cycle to invest in a company that uses it. The lower cash-conversion cycle is better, containing a negative number which means that the working capital of the company is not tied up for long, and it's a good sign for the company's overall business. A lower cash-conversion cycle is a sign for the investors that the company has greater liquidity. On the other hand, a higher cash-conversion cycle is better containing a positive number, which means that its working capital is tied up for a long. It's not a good sign for the company's overall business. The company which possesses a long cash-conversion cycle reflects negatively, and investors become reluctant to invest in those companies. Based on a higher or lower cash-conversion cycle, investors decide to invest because they immediately need their investment results.


1.  
In this part, we shall calculate the cash conversion cycle of Wal-Mart Inc. for the years 2012, 2013, and 2014 respectively. We will discuss whether Wal-Mart's business is showing a positive or negative trend based on these calculations.
To calculate the cash-conversion cycle for Wal-Mart Inc. we have the formula:
Cash Conversion Cycle (CCC) = Days of sales outstanding + Days of inventory outstanding – Days of payable outstanding
Putting the values:
2012
CCC = $264,186 + $40,714 – 36,608
CCC = $268,292
2013
CCC = $274,490 + $43,803 - $38,080
CCC = $280,213
2014
CCC = $473,076 + $44,858 - $37,748
CCC = $480,186
Based on Wal-Mart's cash conversion cycle calculations, it is clear that the company's business trend was rising over the years from 2012 to 2014. As far as potential investors are concerned, they can make a 'big deal' from Wal-Mart's lower cash-conversion cycle, which is favorable for investments.


1.  
As we have calculated the cash-conversion cycle of Wal-Mart Inc. for years 2012, 2013, and 2014, respectively, seeing the increasing trend of the business performance and the lower cash-conversion cycle indicates the stronger position Wal-Mart, which is suitable for the investors to invest in it. Overall, it reflects a valuable investment from all aspects. Based on Wal-Mart's cash conversion cycle calculations, it is clear that the company's business trend was rising over the years from 2012 to 2014.
Currently, Wal-Mart's net cash, which its operating activities have provided, decreased in 2019, followed by the end of the fiscal year 2020. The net-cash used in other financing activities was increased in 2019, followed by a slight decrease in 2020 (Yohn, 2017). Overall, the company is in a profitable situation according to financial statement analysis and current audit report. When we see the income statement of Amazon Inc. in the last five years, the company has the highest net sales recorded in January 2020, i.e., $280,522, while the gross profit of the company is far highest as compared to its previous gross profit amounts since 2016, i.e., $114,986. Recent business growth is highly important to consider, like 2019 and 2020, respectively.
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Discussion 3:
We have reviewed the topic of Goodwill on the Balance Sheet which is created when a company acquires another and pays more than the market value of the acquired company's net assets. 
What I want you to address in this discussion board are the following:
a. What type of "event" results in goodwill being recorded on a company's balance sheet?
b. How is goodwill evaluated to determine whether this specific asset is impaired?  If it is deemed to be impaired, what actions does a company need to take?
c. How do you view goodwill on the balance sheet - specifically, if certain levels of it would cause concern, identify what level of goodwill would cause you concern and why? 
d. If it would not concern you regardless of the amount of goodwill on the balance sheet, explain why.

Response:
a. A goodwill is recorded as an intangible asset under long-term assets in the balance sheet of the acquiring company. A goodwill is recorded in a balance sheet when a company completes acquisition and pays above the net value of the target company’s assets. Goodwill is the value of assets subtracted from liabilities.
b. A goodwill is evaluated by subtracting the value of assets from accrued liabilities noncontrolling interest, and equity. A goodwill in this case is impaired when the acquisition price is greater than the implied fair value of all assets of the target company. When the acquiring company pays more than the fair value of the identifiable assets, the goodwill is considered impaired. In the case a goodwill is impaired, there are different actions that the acquiring company can take. The first action is to ensure that the company changes the book value of the goodwill down. Adjusting the value of the goodwill down will ensure that there is consistency with the declining value of the identifiable assets. Another action is to recognize impaired goodwill in the profit and loss accounts at the time when the acquired assets were acquired.
c. Goodwill in the balance sheet is viewed in the intangible assets section under long-term assets. The first step is to identify the fair value of the identifiable assets. After the fair value is identified, it is calculated for net current assets and fixed assets. Goodwill is calculated to determine if it is negative. Accounting entries are developed to compare the fair value and the value of the discount (negative goodwill). The level of goodwill that would cause me concern is comparing the purchasing price, fair value, and a negative goodwill.
d. It would concern me on the amount of goodwill recorded in the balance sheet because it would show whether it is positive or negative. A positive goodwill would show that the acquiring company paid more than the fair value. On the other hand, knowing whether a negative goodwill would be important because one would know whether a discount was provided.
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