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1. Financial Statement/ Trend Analyses
Income Statement
	ANANDAM  
	 

	INCOME STATEMENT FOR THE Year ENDED 31 MARCH 2021
	 
	 
	 

	Particulars:
	2012-2013
	base Year
	2013-2014
	Trend Analysis
	2014-2015
	Trend Analysis

	 
	RM'000
	%
	RM'000
	%
	RM'000
	 

	Cash sales 
	200
	100%
	480
	140%
	800
	300%

	credit sales 
	1800
	100%
	4320
	140%
	7200
	300%

	Total Sales
	2000
	100%
	4800
	140%
	8000
	300%

	less: Cost of sales
	1240
	100%
	2832
	128%
	4800
	287%

	Gross profit
	760
	100%
	1968
	159%
	3200
	321%

	less: operating costs
	 
	 
	 
	 
	 
	 

	S, G & A expenses
	80
	100%
	450
	463%
	1000
	1150%

	Depreciation
	100
	100%
	400
	300%
	660
	560%

	Operating Profit
	580
	100%
	1118
	93%
	1540
	166%

	Interest Expenses
	60
	100%
	158
	163%
	340
	467%

	EBT
	520
	100%
	960
	85%
	1200
	131%

	Income Tax
	156
	100%
	288
	85%
	360
	131%

	Net Profit
	364
	100%
	672
	85%
	840
	131%



Anandam’s income statement trend analysis indicates a reduced 2013-2014 net earnings (85%) compared to the base year and 2014-15 (100% and 131%), respectively.  This trend is attributed to increased operating expenses such as energy and transportation costs (Subalakshmi and Manikanda, 2018). As per the above table, it is evident that administration, selling and general expenses rose to 463% in 2013-2014. These costs cover energy and transportation expenses.  However, the 131% increase in profits in 2014-15 means that the management could control their resources effectively. Increased revenues (to 300%) in the 2014-2015 year was attributed by increased demand is also another factor that could have triggered a 131% increment in the company net earnings in 2015. 
Balance sheet
	ANANDAM

	 STATEMENT OF FINANCIAL POSITION AS AT THE YEAR ENDED:

	Particulars
	2012-2013
	base Year
	2013-2014
	Trend Analysis
	2014-2015
	Trend Analysis

	 
	RM'000
	%
	RM'000
	%
	RM'000
	 

	Net Book Value of Fixed Assets
	1900
	100%
	2500
	32%
	4700
	147%

	Current Assets 
	 
	 
	 
	 
	 
	 

	Cash & cash equivalents
	40
	
	100
	150%
	106
	165%

	Trade receivables
	300
	100%
	1500
	400%
	2100
	600%

	Inventories
	320
	100%
	1500
	369%
	2250
	603%

	Total Assets
	2560
	100%
	5600
	119%
	9156
	258%

	Equity & Liabilities 
	 
	 
	 
	 
	 
	 

	Equity Share Capital (shares of $10 each)
	1200
	           100%
	1600
	33%
	2000
	67%

	Reserves & Surplus
	364
	           100%
	1036
	185%
	1876
	415%

	Total Equity
	1564
	100%
	2636
	69%
	3876
	148%

	Long term borrowings
	736
	         100%
	1236
	68%
	2500
	240%

	Current liabilities
	260
	          100%
	1728
	565%
	2780
	969%

	Total Liabilities
	996
	100%
	2964
	198%
	5280
	430%

	Total Equity& Liabilities
	2560
	100%
	5600
	119%
	9156
	258%



Anandam’s net fixed assets showed a decreasing trend in 2013-2014 (32%) compared to the base year (100%), although it increased to 147% in 2014-2015.  A similar trend was also witnessed in total equity, albeit the decrement in 2013-2014 went down to 69%. The total assets indicated an escalating trend from 2013-2015 (from 100% to 119% to 258%).  Similarly, and to the most remarkable increased movement are Anandam’s total liabilities. They drastically escalated from 198% to 430% in 2014 and 2015 from the base year of 100% in 2012.  The same trend was also witnessed in the company’s total equity combined with total liabilities by the same measures.  The highly increasing trend in Anandam’s liabilities is attributed to the management’s taking of Mortgage loans in funding the business from the tune of INR 1.236M -INR 2.5 between 2014 and 2015 for expansion purposes of the manufacturing activities. 
2. Ratio Analysis
	Ratio
	Sector
	Anandam Financial Years

	 
	Average
	2012-2013
	2014-2014
	2014-2015

	Current ratio
	2.30:1
	2.54
	1.79:1
	1.60:1

	Acid test ratio (quick ratio)
	1.20:1
	1.31:1
	0.93:1
	0.79:1

	Receivable turnover ratio
	7 times
	6
	4.8 times
	4 times

	Receivable days
	52 days
	61 days
	127 days
	106 days

	Inventory turnover ratio
	4.85 times
	-
	3.11 times
	2.56 times

	Inventory days
	75 days
	-
	117 days
	142 days

	Long-term debt to total debt
	0.24
	0.74
	0.42
	0.4735

	Debt-to-equity ratio
	0.35
	0.6368
	1.1244
	1.3622

	Gross profit margin
	0.4
	0.38
	0.41
	0.4

	Net profit margin
	0.18
	0.182
	0.14
	0.105

	Return on equity
	0.22
	0.2327
	0.2549
	0.2167

	Return on total assets
	0.1
	0.14
	0.12
	0.09

	Total assets turnover ratio
	1.1
	0.78
	1.18
	1.08

	Fixed asset turnover ratio
	2
	1.05
	2.18
	2.22

	Current asset turnover ratio
	3
	3
	2.55
	2.11

	Interest coverage ratio
	10 times
	9.67 times
	7.08 times
	4.5 times

	Working capital turnover ratio
	8 times
	5
	5.41 times
	5.25 times

	Return on fixed assets
	0.24
	0.19
	0.31
	0.23



Interpretation 10 Ratios
Based on the calculated ratios for Anandam’s Manufacturing business, this subsection evaluates ten ratios categorized into liquidity solvency, operating performance and asset-use approaches. These metrics help assess the company’s financial capacity compared to the industry averages.
Anandam’s liquidity ratio is lower than that of the industry average in 2014 and 2015, respectively. The liquidity ratio measures how well a company uses its current assets to meet its short-term obligations as per the computed liquidity ratios represented by current and quick ratios, respectively. The company’s current ratio of 1.79:1 and 1.6:1 metrics in 2014 and 2015 are lower than the 2.3:1 industry average. It is only in 2013 that the ratio (2.54) was higher than the industry average. A similar trend was witnessed in its quick ratio. The percentage decreased to below 1:1 and the 1.20:1 industry average to 0.93:1-0.79:1 in 2014 and 2015. 
Regarding Anandam’s solvency and capital structure ratios, it is evident that they show an increasing trend in the years under analysis. The trend was unfavorable as it shows that the entity used to finance its business assets with more debt than equity. The company registered 63.68%, 112.44% and 126.22% D/E ratios in 2013, 2014 and 2015, respectively. The ratio was far more than the 35% industry average. The same case happens with long-term debt-to-total liabilities; it is higher than the industry average. The interest-coverage metric decreases in the years under analysis from 9.67, 7.08 and 4.5 times from 2013-2015. This means that the ability of the company to meet short-term debts is constricting as years go by.
Regarding investment ratios, Anandam’s ROTA and ROE ratio indicate a decreasing trend from 2013-2015 at a rate below the sector’s averages of 10% and 22%, respectively, for both ratios. These ratios imply that Anandam’s investment gains have been decreasing over the years, and the trend have been increasing the company’s risks as debt is rising without a consequent increase in gains.           
 Profitability ratios are other metrics applicable in this case study, and they measure an entity’s capacity to generate earnings from its assets, sales and shareholders’ equity (Islami and Rio, 2019). Anandam’s GP margin indicated an increasing trend of 38%, 41% and 40% from 2013 to 2015. The increment was fair as it coincided with the industry average at 40% in 2015. Unluckily, the Net Profit margin showed a downward trend of 18.2%, 14% and 10.5% in the three years of analysis. This was attributed to the increased operational costs of the company.
Lastly, on efficiency ratios, the company’s inventory turnover is fair as it increased from 0.78-1.08 between 2013 and 2015, albeit it slightly lagged below the sector average by 0.03. Anandam’s working-turnover ratios were 5, 5.41 and 5.25 in 2013,2014 and 2015, respectively. The metrics are below the industry average, indicating that the company was not adequately efficient in utilizing its net assets to generate revenues.
3.Recommendation and Conclusion
 	As the granting loan officer, I could not approve the 50 million loan to Anandam due to its below industry and unconvincing overall financial ratio performance. Most of the computed ratios fall below the industry benchmark. This means that the liabilities and assets of the company were efficiently managed. It is Also very risk to lend Anandam the 50 million as it already had high outstanding debt. Advancing a loan to Anandam could worsen the company’s liquidity and gearing issue.
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