Session 8 Need Response to Trelvis
Two cash flow ratios currently used by investment analysts of value to project managers are the Current Ratio and the Operating Cash Flow Ratio.
Current Ratio- It is useful for the PM to compare the organization's current assets to its current liabilities to determine liquidity. The higher the ratio, the more likely a company can pay its debts. Current Ratio = Current Assets/Current Liabilities
Operating Cash Flow Ratio- a PM can use this ratio to determine if an organization brings positive cash flow from its core businesses for long-term sustainability. If it is not, the company may require additional financing. Operating Cash Flows Ratio = Cash Flows from Operations/Current Liabilities. 
Reply 
Hello Trelvis, 
Based on your description of the two ratios above, it is evident that organizations need to be aware of their cash position at all times because these ratios are often the best measures of the firm’s liquidity and long-term viability of the business. Otherwise, this is a nice post. 
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“The operating cash flow ratio is a measure of how readily current liabilities are covered by the cash flows generated from a company's operations” (Hargrave, 2021). Utilizing cash flow ratios will help a project manager to determine in a company is in enough financial health to 1) financially maintain its current projects and/or 2) can financially start a new project. More specifically cash flow ratio is, “a measure of the number of times a company can pay off current debts with cash generated within the same period” (Hargrave, 2021). Two examples of cash flow ratios include the Current Ratio and Long-term Debt to Equity Ratio (Levin, n.d.). The Current Ratio helps to determine if a company’s current assets (earned within less than 1 year) are enough to cover their current liabilities (debt owed within 1 year). The Long-term Debt to Equity Ratio divides the total amount of long-term liabilities (longer than 1 year) by the earned equity for the company. This information should be found on a company's Balance Sheet but should be best found on a company’s Cash Flow Statement. 
 
Cash Flow Ratio Examples:
Current Ratio = Current Assets/ Current Liabilities
Long-term Debt to Equity Ratio = Long-term Liabilities/ Total Equity 
Reply
Hi Tia. 
The cash flow ratio examples highlighted in your discussion above are important because they allow business owners to have accurate picture of the actual cash position and viability of the business. The operating cash flow ratios for instance highlights the viability of the business and its ability to survive in the long run and the effectiveness of its operations. I agree with you. 
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