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Financial Statement Analysis
Financial statement analysis is a process whereby an organization's economic power and weakness are identified by adequately creating a relationship between financial statements items. In nature, financial reports are organized based on documented facts. The whole process of financial analysis requires financial information, standards of comparison, and analysis tools. There are three standard tools used in financial analysis: Horizontal analysis, Vertical analysis, and ratio.
Profitability ratios are the commercial metrics used to measure and estimate the capability of an establishment to come up with income relative to the revenue, balance sheet resources, operating cost, and stakeholder’s equity in a specific period. The different types of profitability ratios are; 
The profit margin ratio is where the comparison of gross profit to sales income.
Profit margin Ratio = total comprehensive income
                                 Net sales
Return on equity (ROE), expression of the percentage of net income relative to shareholder’s equity.
Return on equity = total comprehensive income
                              Average shareholders’ equity
Return on assets shows the percentage of net earnings relative to the company's total assets.
Return on assets = total comprehensive income
Average total assets
Average total assets = beginning assets + ending assets
2
Earnings purchase relates a company’s profits to the average number of shares. 
Earnings purchase = total comprehensive income_______       
                               The average number of ordinary shares
The Price-earnings ratio relates payment to the current market price of the firm's share.
Price-earnings ratio = current share price
                                    Earnings per share

Financial liquidity refers to how easily you can convert assets into cash. Assets like stocks and bonds are very liquid since they are very liquid and can be transformed into money just in days. This is calculated in the following steps;
The current ratio shows how many times the company can pay its existing debts based on its assets.
Current ratio =     current assets
                                Current liabilities
The quick ratio looks at how well the company can accomplish its short-term debt responsibilities without selling its inventory. 
Quick ratio = cash + short term investments + account receivable
Current liabilities
Receivable turnover compares a firm’s credit sales during a period to its average accounts receivables.
Receivables turnover ratio =    net sales_______________
                                                Average accounts receivable
The inventory turnover ratio compares a firm's cost of goods sold to its average inventory during that period.
Inventory turnover ratio =    cost of goods.
                                            Average inventory
Solvency, the ability of a company to meet its long-term financial obligations and continue to run its current procedures long into the future. 
Debt to assets ratio, the power of a company to rely on existing inventory to meet debt obligations.
Debt to assets = total liabilities
                              Total assets
Equity debt, the total amount of money owed to stakeholders in a year, is conveyed as a percentage of the stakeholder’s stashes.
Debt to equity =   total liabilities
                              Total equity
Times interest earned; the times' profit earned ratio compares a company’s total inclusive income to its interest cost.
Times interest earned = total comprehensive income + interest expense + income tax expense
 ratio                                                                  interest expense
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https://www.youtube.com/watch?v=uUnP5qkbQ20
