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Alphabets Ratio Analysis
Introduction
Alphabet Inc. is an American multinational technical holding corporation located in Mountain View, California. It was founded as a result of a Google restructure on October 2, 2015, and became the parent company of Google and several former Google affiliates. For external reporting, Google is separated into two groups: Google Services and Google Cloud. Google Services' most popular products and platforms include Android, Gmail, Google Drive, Chrome, Google Photos, Google Maps, YouTube, Search, and Google Play, which are used by people all over the globe. Docs, Gmail, Meet Calendar, Drive, and other Google Workspace apps are available (SEC, 2021). This study will conduct an accounting ratios analysis for the Alphabet corporation over three years, from the fiscal year ended December 31, 2017, to the fiscal year concluded December 31, 2021. The accounting policy and its strengths and weaknesses will be examined, and a summary will be presented.
Presentation of the Ratio Analysis
A comparative ratio analysis is an assessment of similarities in accounting records. The analysis is used to assess a variety of concerns with a company, including solvency, efficiency, and competitiveness (Linares-Mustarós et al., 2018). Because accounting information is the basis of knowledge on a company, this sort of analysis is precious to analysts outside of a firm. Business executives, who have greater access to more precise organizational context about business, find ratio analysis less beneficial. Ratio analysis is an effect in two ways: 
· Periodic analysis: Calculate every ratio across several fiscal years to determine if the resulting data shows a pattern (Linares-Mustarós et al., 2018). When percentages are analyzed for a single time, the design might reveal financial concerns that may go undetected. Forecasts may also be established on the future behavior of ratios. 
· A comparison of industries. Generate similar ratios for rivals in the same sector and make comparisons across the whole of the firms under consideration. Because these firms are expected to have comparable capital expenditure and ownership structures, the ratio results of the analysis must be similar. If otherwise, this may suggest a problem or, conversely, a company's capacity to generate earnings significantly greater than just the industry average. In sector analysis, the industrial comparability technique is used to discover which enterprises in a given industry have the highest or lowest value.
This section is going to present a systematic ratio analysis for the Alphabet Company:
Profitability Ratios
Profitability ratios assess the income statement accounts and segments to illustrate how profitable a company's activities are. A return on the investment in inventories and other assets is the subject of profitability ratios (Linares-Mustarós et al., 2018). These numbers essentially demonstrate how profitable a company's operations may be. The financial statements can use these ratios to assess a firm's return on investment based on its relative number of resources and assets. Table 1 demonstrates the various profitability ratios for the Alphabet company for four years of December 31, 2020.:
	
	Most Recent Year
	 
	Oldest Year

	Profitability Ratios
	31/12/2020
	31/12/2019
	31/12/2018
	31/12/2017

	ROA % (Net)
	12.6
	12.45
	13.2
	13.65

	ROE % (Net)
	18.09
	17.05
	17.3
	17.15

	ROI % (Operating)
	18.67
	17.36
	16.04
	15.81

	EBITDA Margin %
	22.59
	21.15
	19.24
	17.23

	Calculated Tax Rate %
	16.25
	13.33
	11.96
	53.44


From the table, all ratios seem to have improved except the ROA, which has fallen from 13.65 % in 2017, 1.32 in 2018, 12.45 % in 2019 and 12.6% in 2020. A falling ROA is not a good indication of the company. It means that the company is not effectively generating returns with the assets invested in the company. An increasing ROA is favorable for any company (Stockanalysisonnet. 2021). ROE has increased over the period for Alphabet. A growing ROE indicates that a corporation is generating more profits while using less capital. It also shows how successfully the top management manages investor funds efficiently.
Similar to the ROA, the ROI has increased over the study period. An increasing return on investment (ROI) indicates that the investment's benefits outweigh its cost. Return on investment is a benchmarking tool used to assess an equity investment efficiency or evaluate several different investments' effectiveness. The EBITDA increased to 23% in 2020. EBITDA concentrates on the most critical aspects of a business, such as operating profitability and cash flow. A more considerable EBITDA margin indicates that an organization's operational expenditures are lesser than overall sales.
Liquidity Ratios
The Current Ratio assesses a firm's capacity to satisfy its obligations while maximizing capital efficiency. A decent current ratio is more than one, with 1.5 being optimum (Ozturk & Karabulut, 2018). Alphabets' Liquidity ratios are shown in Table 2 below. 
	Liquidity Ratios
	1/12/2020
	31/12/2019
	31/12/2018
	31/12/2017

	Quick Ratio
	2.95
	3.21
	3.75
	4.97

	Current Ratio
	3.07
	3.37
	3.92
	5.14

	Net Current Assets % TA
	0.55
	0.55
	0.58
	0.61


There is no concern because Alphabet has a current ratio of 3.07.  It signifies that the company's current assets are sufficient to cover all of its current liabilities. In contrast, Alphabet'sCurrent and Quick ratios have deteriorated over the period. This should be no co cause for concern as the company ratios are within acceptable ranges. However, it indicates that the corporation is reducing its ability to meet its present obligations. The quick ratio determines a company's capacity to pay current creditors without selling inventory.
The proportion of net current assets in the total assets of Alphabet has reduced over the period. It shows the total cash spent for working capital and gives insight into the relevance of a company's current assets. Current assets are primarily required to create working capital and play a significant role in generating liquidity. Thus it's worth noting how much of that percentage of total assets is occupied by current assets. This is a deterioration of Alphabet's liquidity.
Debt Management Ratios
Debt management ratios measure the performance of debt in a company. It is an indicator of a company's reliance on debt money to support its activities (Stockanalysisonnet. 2021). Debt management ratios are essential to both owners and creditors since they show the riskiness of a company's position. Below is the presentation for Debt management performance for Alphabet:
	Debt Management
	31/12/2020
	31/12/2019
	31/12/2018
	31/12/2017

	LT Debt to Equity
	0.07
	0.02
	0.02
	0.03

	Total Debt to Equity
	0.44
	0.37
	0.31
	0.29

	Interest Coverage
	357.16
	397.25
	307.25
	250.48


 According to the Table, the long-term debt to equity ratio deteriorated by 133% over the four years. This is because the LT debt to equity ratio was increasing over the period. Whenever the ratio increases, it indicates that a company is more likely to go bankrupt since it may not be able to pay the current debt obligations if cash flows fall short. The overall Debt to Equity ratio has increased over the period by 52%. This is an adverse indication of the performance of the Alphabet company. The company should keep its debt ratio low. If the debt-to-equity ratio increases, it might indicate that the business is in financial difficulty and, therefore, unable to pay its creditors. If it's too low, it means your firm depends too much on equity to fund its operations, which may be expensive and inefficient. The interest coverage has increased by 43%, and this is a good indication of the company. It means its operating profits can cover the finance costs of the business more efficiently for Alphabet.
Asset Management Ratios
These are a collection of measurements that illustrate how current operations were used or managed to generate income. The efficiency and efficacy of the company's asset management may be determined using these ratios by the company's stakeholders.
	Asset Management
	31/12/2020
	31/12/2019
	31/12/2018
	31/12/2017

	Total Asset Turnover
	0.57
	0.59
	0.59
	0.56

	Receivables Turnover
	5.8
	5.9
	6.5
	6

	Inventory Turnover
	116
	72
	54
	61

	Accounts Payable Turnover
	10.81
	10.78
	11.05
	11.61


The Net assets and Receivables turnover deteriorated over the period for Alphabet Inc. A more excellent ratio is commonly preferred since it indicates that the firm effectively produces sales revenue from its investment portfolio. A smaller ratio implies that a corporation is not adequately utilizing its assets and may be experiencing internal issues. A reduction in accounts receivable turnover indicates that Alphabet is handling credit less efficiently. A decline in accounts receivable turnover indicates that the firm is seeing more overdue customers. Accounts payable and inventory turnover improved over the period. This means Alphabet s able to pay its short-term obligations more efficiently and convert its inventory into sales faster.
Per Share ratios
The ratios assess the performance of shares. Below is the presentation for Alphabet's share performance.


	Per Share
	31/12/2020
	31/12/2019
	31/12/2018
	31/12/2017

	Cash Flow per Share
	15.65
	9.22
	14.54
	1.2

	Book Value per Share
	329
	293
	255
	220



Both ratios have indicated an improvement in the performance of the company. The Cashflow per share has increased significantly by 1204%. A corporation with a more significant cash profit per share has improved economic performance and created more cash flow.  EPS could be used to evaluate a firm's productivity compared to that of its competitors or its previous performances. The book value has risen by 50%. This is an indication of good performance on the shares of Alphabet. However, the market value should be higher than this.
Strengths and Weaknesses Analysis
In general, the profitability of the Alphabet company has increased and see3ms to be its main strength. The profitability ratios have improved over the period, with notably, EBITDA increasing by 31.11%. The tax rates are moderate over the period. ROE has increased over the period for Alphabet. A growing ROE indicates that a corporation is generating more profits while using less capital. It also shows how successfully the top management manages investor funds efficiently. Similar to the ROA, the ROI has increased over the study period. An increasing return on investment (ROI) indicates that the investment's benefits outweigh its cost. Return on investment is a benchmarking tool used to assess an equity investment efficiency or evaluate several different investments' effectiveness. 
In contrast, the company has weaknesses in debt management ratios. In the long term, the debt to equity ratio deteriorated by 133% over the four years. This is because the LT debt to equity ratio was increasing over the period. Whenever the ratio increases, it indicates that a company is more likely to go bankrupt since it may not be able to pay the current debt obligations if cash flows fall short. The overall Debt to Equity ratio has increased over the period by 52%. This is an adverse indication of the performance of the Alphabet company. The company should keep its debt ratio low. 
Summary
This paper aims to establish and assess the financial ratios of Alphabet Inc. The paper has been successful in doing so and has identified significant strengths of Alphabet and significant weaknesses. In general, the profitability of the Alphabet company has increased and see3ms to be its main strength. The profitability ratios have improved over the period, with notably, EBITDA increasing by 31.11%. The profitability ratios have formed the strength of the company. Alphabet company also has its weaknesses in debt management ratios. The long-term debt to equity ratio deteriorated by 133% over the four years. This is because the LT debt to equity ratio was increasing over the period. The asset management ratios performed well, with Accounts payable and inventory turnover improving over the period. This means Alphabet s able to pay its short-term obligations more efficiently and convert its inventory into sales faster. Both  Share ratios have indicated an improvement in the performance of the company.
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