
EXAMPLE CASH FLOW RESEARCH PAPER

The following in a cash flow analysis 
General Electric 
Cash Flow
All numbers in thousands
	Period Ending
	12/31/2016
	12/31/2015
	12/31/2014

	Net Income
	8,831,000
	-6,126,000
	15,233,000

	Operating Activities, Cash Flows Provided By or Used In

	Depreciation
	4,997,000
	4,847,000
	4,953,000

	Adjustments To Net Income
	2,059,000
	7,546,000
	-6,849,000

	Changes In Accounts Receivables
	1,514,000
	-52,000
	-1,913,000

	Changes In Liabilities
	3,034,000
	-1,537,000
	50,000

	Changes In Inventories
	-1,389,000
	-314,000
	-872,000

	Changes In Other Operating Activities
	-12,655,000
	7,160,000
	5,318,000

	Total Cash Flow From Operating Activities
	-244,000
	19,891,000
	27,709,000

	Investing Activities, Cash Flows Provided By or Used In

	Capital Expenditures
	-7,199,000
	-7,309,000
	-7,134,000

	Investments
	200,000
	1,043,000
	1,260,000

	Other Cash flows from Investing Activities
	56,200,000
	65,753,000
	841,000

	Total Cash Flows From Investing Activities
	49,202,000
	59,488,000
	-5,034,000

	Financing Activities, Cash Flows Provided By or Used In

	Dividends Paid
	-8,806,000
	-9,295,000
	-8,852,000

	Sale Purchase of Stock
	-21,429,000
	-1,099,000
	-1,218,000

	Net Borrowings
	-58,411,000
	-57,546,000
	-30,190,000

	Other Cash Flows from Financing Activities
	-485,000
	-8,112,000
	23,304,000

	Total Cash Flows From Financing Activities
	-89,131,000
	-76,054,000
	-16,956,000

	Effect Of Exchange Rate Changes
	-1,146,000
	-3,464,000
	-3,492,000

	Change In Cash and Cash Equivalents
	-41,319,000
	-138,000
	2,224,000



I have chosen this company to demonstrate what poor management and bad financial decision making looks like on a statement of cash flow. At one-point General Electric (GE) was America greatest company. They were a fortune 15 company in terms of revenue in 2016. Now they being weigh down by a massive pension plan, billions in losses of on their insurance products and a major mismanagement and cash flow issue. They have been bowering billions and selling long term assists to try and shore up a sinking ship that is GE.
If we take a closer look at the last four quarters 

Cash Flow
All numbers in thousands
	Period Ending
	9/30/2017
	6/30/2017
	3/31/2017
	12/31/2016

	Net Income
	1,836,000
	1,367,000
	653,000
	3,667,000

	Operating Activities, Cash Flows Provided By or Used In

	Depreciation
	1,397,000
	1,125,000
	1,193,000
	1,356,000

	Adjustments To Net Income
	-253,000
	19,000
	286,000
	-422,000

	Changes In Accounts Receivables
	-648,000
	29,000
	2,356,000
	751,000

	Changes In Liabilities
	-26,000
	-193,000
	-568,000
	3,005,000

	Changes In Inventories
	-856,000
	220,000
	-818,000
	1,205,000

	Changes In Other Operating Activities
	-691,000
	-130,000
	-2,060,000
	-7,299,000

	Total Cash Flow From Operating Activities
	1,024,000
	2,185,000
	309,000
	1,629,000

	Investing Activities, Cash Flows Provided By or Used In

	Capital Expenditures
	-1,601,000
	-2,000,000
	-1,470,000
	-2,090,000

	Investments
	131,000
	747,000
	306,000
	-93,000

	Other Cash flows from Investing Activities
	1,651,000
	764,000
	3,814,000
	9,881,000

	Total Cash Flows From Investing Activities
	182,000
	-488,000
	2,649,000
	7,699,000

	Financing Activities, Cash Flows Provided By or Used In

	Dividends Paid
	-2,085,000
	-2,248,000
	-2,084,000
	-2,195,000

	Sale Purchase of Stock
	112,000
	-1,154,000
	-1,578,000
	-3,460,000

	Net Borrowings
	-4,493,000
	3,506,000
	-7,563,000
	-8,068,000

	Other Cash Flows from Financing Activities
	324,000
	-7,000
	948,000
	-514,000

	Total Cash Flows From Financing Activities
	-6,142,000
	97,000
	-10,278,000
	-14,238,000

	Effect Of Exchange Rate Changes
	715,000
	405,000
	133,000
	-977,000

	Change In Cash and Cash Equivalents
	-4,220,000
	2,199,000
	-7,187,000
	-5,887,000




After review of this stock there are a few different ways to approach this. First I believe in the assignment you’re asking me to only use the Cash Flow to make a choice that goes beyond just the financials. “Please select a company and analyze their statement of cash flow.  Based on your findings, tell us whether or not you would invest $1,000,000 and why you made your decision.” If we were to only look at the statement of cash flow and this $1,000,000 was not mine, I would never invest in GE based on the information above. 
But, investing is never only about the financials it’s about the way the economy is heading and seeking out opportunities for attractive returns with low risk. Leadership GE has a new Capitan steering the ship. John Flannery is going to restore this company to a powerful company. GE making products in some growing industry, healthcare, oil and gas, aviation and of course power. GE is the leading producer in these industries. While they do have a bad pension plan and a some poor made insurance plan. There is tremendous value in this company. They may not be at the bottom yet for GE, but we’re not far from it. 2018 will be a year that turns things around. The Market this past year the S&P 500 has been up over 20% and most companies are at all-time highs why not put your money where you can see real growth. GE is down over 46% over the last year, over the same span most companies are exceling they are struggling. They have cut their dividend putting more of the earnings in the company providing capital for growth in a traditionally sluggish industry. Timing their price per earnings (P/E) below average since their price has dropped so drastically. I am bullish on GE forecasting an increase in revenue to due to the increase demand for oil services at Baker Hughes GE, coupled with strong sales from Boeing one of GE largest customers in the aviation market. Overall the economy is healthy with a new leadership and a lean working model GE will resume its competitive advantage with the next 5 years with a stock price of $35 per share currently shares are trading at 16.13 this is a 105% increase year over year return of 21.25%. This type of investment is not something that can be justified by only using the statement of cash flow. I am confident GE has what it takes as a company to rebound in this completive market to produce great returns for their investors. The $1,000,000 would be a good investment for the long term 5-7 year time frame.    











EXAMPLE OF CASH FLOW RESEARCH PAPER
FINANCIAL ANALYSIS OF 
EXXON MOBIL CORP. INVESTING IN EXXON MOBIL 
EXXON MOBIL CORP. FINANCIAL ANALYSIS Exxon Mobil Background Information: 
Exxon Mobil Corporation was incorporated in the State of New Jersey in 1882. Divisions and affiliated companies of ExxonMobil operate or market products in the United States and most other countries of the world. Their principal business is energy, involving exploration for, and production of, crude oil and natural gas, manufacture of petroleum products and transportation and sale of crude oil, natural gas and petroleum products. ExxonMobil is a major manufacturer and marketer of commodity petrochemicals, including olefins, aromatics, polyethylene and polypropylene plastics and a wide variety of specialty products. ExxonMobil also has interests in electric power generation facilities. Affiliates of ExxonMobil conduct extensive research programs in support of these businesses. 
Exxon Mobil Corp Stock Price Chart (2009 – 2011): 
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Net Income and Sales Revenue Analysis: 
Total expense, net income and total revenue have been increasing from 2009 to 2011. Exxon Mobil’s total costs is attributed to large amounts of production and manufacturing expenses, sales-based taxes and other taxes and duties. Exxon Mobil Corp has lower expenses per sales dollar resulting in high net profit margin. Exxon Mobil’s net profit margin has been increasing steadily from 2009 to 2011 meaning that the company has been experiencing lower expenses compared to revenue generated. Exxon Mobil Corp. is managing its income statement effectively. As a result, diluted EPS increased from $ 3.98 in 2009 to $ 8.42 in 2011. 
Financing Situation: 
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	Year 
	Total Revenue & Other Income (In Millions $) 
	Total Expenses & Other Deductions (In Millions $) 
	Net Income (In Millions $) 
	Net Profit Margin 

	2009 
	310,586 
	275,809 
	19,280 
	6.21 % 

	2010 
	383,221 
	330,262 
	30,460 
	7.95 % 

	2011 
	486,429 
	413,172 
	41,060 
	8.44 % 



	Year 
	Total Liabilities (In Millions $) 
	Total Equity (In Millions $) 
	Total Debt to Equity ratio 

	2009 
	117,931 
	115,392 
	1.02 

	2010 
	149,831 
	160,744 
	0.93 

	2011 
	170,308 
	152,679 
	1.12 


Exxon Mobil’s total debt to equity increased from 2010 to 2011. The company has been relying more on equity than on debt in financing its assets. 
2 
Return on Equity Analysis: 
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	Year 
	Return on Equity 

	2009 
	16.71 % 

	2010 
	18.95% 

	2011 
	26.89 % 


Exxon Mobil’s ROE has been increasing steadily from 2009 to 2011. Exxon Mobil’s shareholders have been receiving good returns on their investments in the company. 
Total Asset Turnover Ratio Analysis: 
	Year 
	Total Sales (In Millions $) 
	Total Assets (In Millions $) 
	Total Asset Turnover Ratio 

	2009 
	301,500 
	233,323 
	1.29 

	2010 
	370,125 
	302,510 
	1.22 

	2011 
	467,029 
	331,052 
	1.41 


Total asset turnover ratio decreased from 2009 to 2010 and then increased from 2010 to 2011. Currently, Exxon Mobil Corp. is using its assets efficiently in generating revenue; the company’s assets are profitable in generating sales. 
Statement of Cash Flows Analysis: 
	
	2011 
	2010 
	2009 

	
	Millions $ 

	Net cash provided by (used in) 
	
	
	

	Operating Activities 
	55,345 
	48,413 
	28,438 

	Investing Activities 
	(22,165) 
	(24,204) 
	(22,419) 

	Financing Activities 
	(28,256) 
	(26,924) 
	(27,283) 

	Effect of exchange rate changes 
	(85) 
	(153) 
	520 

	Increase (Decrease) in cash and cash equivalents 
	4,539 
	(2,868) 
	(20,744) 

	Cash and cash equivalents 
	12664 
	7,825 
	10,693 

	Cash and cash equivalents – restricted 
	404 
	628 
	- 

	Total cash and cash equivalent 
	13068 
	8,453 
	10,693 


3 
Cash Flow from Operating Activities 
Cash from operating activities increased from 2009 to 2011. The major source of funds was net income including non-controlling interests, adjusted for the noncash provision for depreciation and depletion, both of which increased. In addition, the net effects of changes in prices and the timing of collection of accounts receivable and of payments of accounts and other payables and of income taxes payable increased cash provided by operating activities in 2010 compared to a decrease in 2009. Exxon Mobil produced a net positive cash flow from operating activities. This shows that the company is able to pay for its operations and future growth. Moreover, the cash from operating activities greater than the net income meaning that Exxon Mobil’s earnings are of a high quality. 
Cash Flow from Investing Activities 
Spending for property, plant and equipment increased from 2009 to 2010, and then decreased to 2011. The increase in 2010 was due to additions of property, plant and equipment of $ 74,156. However, additions to property, plant and equipment were only $ 22,491 in 2009 and $ 33,638 in 2011. Exxon Mobil has a negative cash flow from investing activities in all the three years. This means that it has been investing in resources that are expected to result in increased profits in future periods. 
Cash Flow from Financing Activities 
Exxon Mobil has negative cash flows from financing activities in all the three years because it paid large amounts of cash dividends to its shareholders, and it acquired more common stock. The company is depending more on equity than on debt in financing its growth. 
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	(In Millions $) 
	2009 
	2010 
	2011 

	Cash dividends to shareholders 
	8023 
	8498 
	9020 

	Common stock acquired 
	19,703 
	13,093 
	22,055 

	Additions to long-term debt 
	225 
	1143 
	702 

	Additions to short-term debt 
	1336 
	598 
	1063 


4 
Exxon Mobil Corp. Financial Analysis Summary: 
In reference to the data analysis illustrated above, I would invest $ 1,000,000 into Exxon Mobil Corp. This is because as a whole, the company has room for financial growth and profitability. According to the corporation’s common stock graph, the stock price of Exxon Mobil decreased from January 2009 to January 2010, and has been increasing since then. The decrease in 2010 is attributed to increase in long term debt that was needed to finance long term assets. The stock was selling for about $ 80 in 2009; $ 70 in 2010 and $ 88 in 2011. Other than the impressive increase in stock prices, Exxon Mobil’s financial ratio analysis has proved that the company is operating efficiently. This is attributed to increasing net profit margin, total asset turnover and ROE ratios. 
From cash flows analysis perspective, Exxon Mobil is operating efficiently. The company has enough cash to pay its creditors and to run its operations. For instance, Exxon Mobil has invested heavily on long term assets in order to be more profitable in the future. These assets will eventually improve the quality of earnings that would enable investors to receive better returns. In fact, Exxon Mobil’s shareholders have been receiving good returns on their investment as illustrated by the amount of dividends paid. This is a sign that the company will continue to be profitable, and dividends are expected to continue increasing in the futures. 
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