FINANCE		 2







Finance
Student’s Name:
Instructor’s Name:
Institution Affiliation:
Running Head: FINANCE		 1
Date:
Financial Ratios Comparison
Financial ratios are essential in helping the users of the financial information to interpret the financial performance and position of a given company. The utilization of the financial ratios is helpful through comparative analysis. One of the ways of comparing the financial ratios is through trend analysis. This approach of comparing the financial ratios involves assessing the current financial ratios with the past financial ratios of the company (Brigham & Ehrhardt, 2019). Thus, one is capable of determining if the performance of the company is improving or decreasing (Bull, 2013). The second approach is comparing the company’s financial ratios with that of the industry. The average industry financial ratios reflect the performance of the sector in which the company serves (Bull, 2013).
Consequently, one can determine if the company is performing better or worse compared to the average industry performance. The third approach involves comparing the company’s financial ratios with that of its closest rival (Brigham & Ehrhardt, 2019). This approach helps one in determining the company that is performing better in enhancing the interests of the shareholders. The comparative analysis between a company’s financial ratios with that of its rival is used to determine the best company that an investor should select in making an investment decision (Bull, 2013). Accordingly, the most crucial comparison among the three is the historical analysis that compares the past financial ratios with the current ones. This approach is the best because it signals if the potential of maximizing the wealth of investors is increasing or decreasing (Bull, 2013). Consequently, one is capable of making an informed decision on whether to invest through the company. 
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