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Financial Ratios
[bookmark: _GoBack]	Financial ratios are essential in companies as they highlight the relationship between the financial statements and business items. However, it is crucial to understand that financial ratios are not reliable in making accurate conclusions. This is because financial ratios are based on figures that are given in the financial statements. There may occur some errors when accounting and approximating the figures. It should also be understood that financial ratios have an inherent comparability problem. This is because similar firms may use different accounting methods hence affect the ratios when comparing individual relationships between the two firms ("limitations of ratio analysis — Accounting Tools," 2019). Lastly, learners need to understand that inflation may affect the utility of accounting ratios. Due to the inflation, authentic cost-based financial analysis and bookkeeping records don't reflect current value figures, individuals on account of benefits acquired at different dates by the increased sales. Since fiscal reviews are not balanced together with expansion impact, bookkeeping percentages calculated (using differing cost or costs) have twists and resulted in being misleading.
	As per the financial statements of Apple. Inc of 2018, the current ratio of the company is 1.12, which means that Apple can use its existing assets to finance its short term financial obligations. The ideal ration should be greater than 1. For the profitability ratio, the gross profit margin of the firm is 38.34%. Meaning that the company is operating on reduced efficiency since a higher percentage indicates that the efficiency of operations. The asset turnover ratio is an example of an efficiency ratio. The asset turnover ratio of 2018 was 1.45, which means Apple is not utilizing its assets to generate huge sales efficiently.
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