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Hydrogenics Trend Analysis
For the purpose of this trend analysis, I have included the financial data for the financial year ending 31st December 2011. The base reference year for the trend analysis is thus 2011. The various findings are analyzed as follows;

i. Gross Profit Margin 

This is the measure of how much gross profit is generated from net sales. In 2011, the company recorded a gross profit of $ 5,567,000 representing a 23% margin. This plummeted by $318,000 in 2012 to $ 5,249,000 representing 16.6% margin. In 2013, the company’s gross profit increased to $ 12,061,000, an equivalent of 27.8% of the net sales. 
Trend-wise, the company records mixed outcome in G.P margins for the three year period. In 2011, Hydrogenics registers average revenue of $ 23,918,000 but remains prudent with the direct production costs, thus managing an impressive gross profit margin of 23%. From 2011 to 2012, the company’s revenue grows to an impressive $ 31,697,000, representing a 32.5% increase. This rise is however not reflected in the G.P margin for 2012, indicating the company didn’t manage well its direct costs of production. As a result, the company has a G.P margin of 16.6% in 2012, denoting a 6.4% drop from 2011 to 2012. This trend changed in the financial year 2013, with increased revenue and gross margin of $ 42,413,000 and 28.4% respectively. It is evident the company was prudent in managing its direct production costs, resulting in high gross profit margin. Comparatively, the company’s G.P margin ratio exhibits a 5.4% increase from 2011 to 2013, which portends good trend.
ii. Operating Income/Loss  
This is the residual income before the company accounts for interest expense and the tax charge. The company records $ (9,456,000) in operating loss for the year 2011, representing (39.54%). In 2012, Hydrogenics has ($ 12,225,000) operating loss, equivalent to (38.6%) of the net revenue. In the financial year 2013, the company records an operating loss of ($ 6,783,000), representing (16%) of sales.
Trend-wise, the company records high operating costs in 2011 and 2012, resulting in negative operating incomes for the periods.  The Loss increases by $ 2,769,000 from 2011 to 2012, equivalent to 29.28% rise and could be associated with the increase in Selling, General and Administrative expenses and the R&D costs. Evidently, the company didn’t put in place sound cost management policies in both 2011 and 2012. Moving to the financial year 2013 however, the company’s loss significantly reduces due to the initial high gross profit. Despite increased operating costs in 2013, the operating income reduces to ($ 6,783,000) from ($12,225,000) the previous year. The 2013’s operating loss represents (16%) of the year’s revenue, down from (38.6%) in 2012. There trend points to a general rise in operating costs for the three-year period.
iii. Current ratio

This ratio denotes the extent to which current assets cover current liabilities. It evaluates the ability of a company to pay short-term obligations using the current assets. In 2011, Hydrogenics has a current ratio of 1.33 which remains unchanged in the year 2012. In 2013 however, the company’s current ratio raises to 1.4 denoting a slightly more investments in the working capital. 
Trend-wise, the company has adequate cushion for its current liabilities.  For the years 

2011/2012, the current liabilities are covered 1.3 times by the available current assets, indicating good liquidity. This ratio increases by 0.1 point to 1.4 times, indicating the available current assets are adequate to offset all the current liabilities that fall due. This is partly responsible for the negative net operating cash flows between 2012/2013, indicating the company invested more in the current assets.
iv. Net Financing cash flow 

This demotes the change in cash and equivalents from financing activities. In 2011, the company has a positive financing cash flow of $ 5,575,000. This amount increases by $ 916,000 to $ 6,491,000 in 2012. In 2013, the company records a net financing cash flow of $ 8,669,000, representing a 33.6% rise. There is a general increase in the net financing cash flow of $ 3,094,000 from 2011 to 2013, equivalent to 55.5% growth.
This trend projects a consistent growth in cash received from the investing activities through the three-year period and is attributable to the issuance of new shares. The share capital and share premium increases from $335,496,000 in 2011 to $ 341,508,000 in 2012, partly contributing to the positive investing cash flow. Between 2012 and 2013, the share capital increases by $ 10,253,000 to $ 351,761,000, causing the net financing cash flow to rise to $ 8,669,000. There is a general trend in the increase in financing cash flows during the three-year period and could be associated with the company’s envisaged investment in capital projects requiring additional cash outlays.
