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To Note: (all monetary values are in 1000s, Return on Equity (ROE))
DuPont Analysis
BestCare Health having working capital of $489 and a net income of $1,218, a return on equity of 2.49 is gained. Since ROE is dependent on operating efficiency, financial leverage and asset turn over, there is the need to focus on what should be done on these factors of influence in order to gain a healthy business (Chichernea, et al,. 2014).
Operating Efficiency
Having evaluated the expense ratio that accrues to 1.24 times it is true that there is the need to mitigate some expenses. The administrative and operating expenses can be reduced by deploying economies of scales suitable for the healthy operation of the business. This will see a greater output at fewer expenses. Return on equity for the BestCare business is lower than the sector average. This would be as a result of low operating profit based on the capital employed. Concerning margin, the business realized a greater margin of 4.6 as compared to that of the sector, this is an indication that there is a positive relationship on income gained from sales made (Brigham 2012). This shows that the business is able to produce and meet demands in the sector without constraints. Therefore, its operating efficiency has been boosted by its ability to meet demands. It is therefore important to focus on the other factors that are affecting operating efficiency.
Asset Turnover
As a ratio of net sales revenue to average total assets, BestCare Health yielded an asset turnover of 2.9. The business, therefore, has a greater asset turnover than that of the sector average. It is, therefore, a positive note that Asset deployed have positively yielded in line with the market expectation and therefore appropriate to maintain these assets for such positive gains (Brigham 2012).
The return on equity is far much lower than the sector average at 6.17%. It is an implication that the net income generated is greatly low. It is as a cause of high expenses. A recommendation on mitigating expense would greatly help improve the returns on equity. As earlier stated, this needs deploying some economies of scale.
Return on Asset
It is a computed ratio of Net income against the total value of the asset and expressed as a percentage. The sector average is estimated at 8.0% but BestCare Health yields a return on asset of 6.2%. It either implies that there were surplus assets deployed to run the business or there was no maximum utilization of the available assets (Chichernea, et al,. 2014). As assets may influence the gross income but not the net income, it would be true that the expenses are quite high.
Current Ratio
The anticipated sector current ratio is at 1.3 but BestCare Health has a current ratio of 1.14 implying that it has a high liability than expected by the market at their current assets. Therefore, a deduction should be made on current liabilities to make sure that the business has a healthy operating condition to yield higher returns (Brigham 2012).
Debt Ratio
BestCare Health has a debt ratio of 1. It indicates that the business has no debt that exceeds its assets. However, at this point, the business is not taking any financial Leverage nor is it equities more operational. There is the need to focus on leverage less than 1 so that the business equity can get more operational on clearing available debts leaving it at a profitable position. Since the sector average on debt ratio is at 69% it would be healthy for the business to fall within that range or below 69% in order to meet the market forces.
Debt-to-equity Ratio
The business has a ratio of 4.66 which is greater than the sector average at 2.2. It is an implication that business equities are not able to match the debt level. The maximum sector expectation is that a business should run on a 2.2 ratio highest in order not to fall short on clearing debt. A higher Debt-to-equity ratio would mean higher leverage which would, in turn, increase the probability of defaulting debts.
Fixed-asset Turnover Ratio
A ratio of 4.9 is realized which is below the sector ratio. A low ratio indicates that the business is not fully utilizing its assets. This can be influenced by overestimating demand or the production of products nobody is willing to buy.
Following the above findings and analysis, it is on the better interest of BestCare Health business to match up the enterprise ratios to those on the sector. To acquire this, some expenses need to be cut short as well as diversify on equity operation to reduce the debt ratio. This would see the business use more of equities in clearing debt rather than using its assets to surface debts (Chichernea, et al,. 2014). The changes as well should be adjusted in a manner that it fits the drivers of the business in its own sectors such as interest rates on loans. By this, no loan defaults shall be incurred nor their loss levels.
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