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Horizontal Analysis
 The horizontal Analysis analysis is commonly used in the financial statement examination to check historical information and data that includes ratios or line items recorded over several accounting periods.  (Lakada et al., 2017).  The horizontal Analysis can use absolute comparisons of percentage comparisons whereby the quantity of every succeeding set of data is expressed in a percentage form of the baseline amount for the same year. Then the baseline becomes 100 per cent and is therefore known as the baseline year of Analysis.
· Horizontal Analysis is used to assess a company's financial results over time. Horizontal Analysis is commonly expressed as a per cent growth rate for a specific item over a year-to-year comparison.
· Horizontal Analysis allows users of financial statements to spot trends and growth patterns easily.
· Horizontal research compares a company's growth and financial status to those of its rivals.
· • Horizontal regression may be manipulated to make the present era appear better by comparing it to particular historical periods of poor results.
How Horizontal Analysis Works
Horizontal Analysis enables investors and analysts to see what has been driving a company's financial success over time and identify trends and growth patterns (Lakada et al., 2017). This method of Analysis allows analysts to evaluate relative changes in various line items over time and project them into the future. An examination of the income statement, balance sheet, and cash flow statement over time provides a comprehensive image of operational results, revealing what drives a company's success and whether it is running effectively and profitably. Critical metrics of market success, such as profit margins, inventory turnover, and return on equity, can be analyzed to identify emerging challenges and strengths (Lakada et al., 2017). For example, earnings per share (EPS) may have increased because the cost of goods sold (COGS) has decreased or because profits have been gradually increasing. Coverage ratios, such as the cash flow-to-debt ratio and or the cash ratio, will show how well a business can handle its debt with sufficient funds and whether or not that capacity is rising or declining. Horizontal Analysis also facilitates the comparison of productivity growth and profitability across different firms in the same sector.
The accuracy and reliability of the information is the foundation of international financial reporting standards (GAAP) (Vaca-Tapia et al., 2018). Utilizing clear reporting requirements, such as GAAP, provides continuity and the ability to monitor a company's financial statements correctly over time. The ability to compare the financials of two or more different companies as a benchmarking exercise is referred to as comparability. 
Horizontal Analysis vs Vertical Analysis
Vertical Analysis differs from horizontal Analysis in that vertical Analysis explains the relation between numbers in a certain reporting cycle or point in history (Vaca-Tapia et al., 2018). Vertical Analysis is also called a financial Analysis of common size. For example, vertical analysis of an income statement results in the income statement figure being restated as a percentage of net sales. If a company's net profits were $2 million, the percentage would be 100% ($2 million divided by $2 million).  If the purchase price is $1 million, it will be represented as 50% ($1 million divided by $2 million in revenue).
Horizontal research, on the other hand, examines sums from financial reports over a long period. Horizontal Analysis is also known as pattern analysis. Both audited financial statements amounts for comparison will be represented as a percentage of the fiscal year figures. For example, if the most recent year number was three times that of the foundation year, the much more recent year would be 300. This type of analysis reveals trends in cost estimates, such as the cost of goods sold.












[bookmark: _GoBack]
References
Lakada, M. N., Lapian, S. J., & Tumiwa, J. R. (2017). ANALYZING THE FINANCIAL STATEMENT USING HORIZONTAL–VERTICAL ANALYSIS TO EVALUATING THE COMPANY FINANCIAL PERFORMANCE PERIOD 2012-2016 (Case Study at PT. Unilever IndonesiaTbk). Jurnal EMBA: Jurnal Riset Ekonomi, Manajemen, Bisnis dan Akuntansi, 5(3).
Vaca-Tapia, A. C., Freire, F. C., Rivas-Echeverría, F. I., & Aragón-Puetate, J. A. (2018, January). Knowledge-Based of an Expert System Using the Horizontal Analysis for Financial Statements of National, Private TV Companies in Ecuador. In International Conference on Information Technology & Systems (pp. 1044-1054). Springer, Cham.

