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Walmart Inc. Financial Analysis For 2015
Introduction
When a companies are interested in long-term investment in the larges –scale business like Walmart Inc., its financial analyst experts will be required to evaluate the current and past financial statements of the firm. The primary goal would be to determine the possible weakness of the business as well as the problem areas the promoters and shareholders of the company discuss and suggest the appropriate solutions. This paper will discuss Walmart’s financial statements analysis through the use of five categories of the financial ratios such as profitability, Liquidity, Activity, and Financing to assess the company’s financial performance for 2015.
Liquidity Ratio
Liquidity ratio is used to measure the ability of the company to pay its debt obligations as well as its margin of safety through metrics calculation including operating cashflow ratio, quick ratio and current ratio .The current liabilities are evaluated in relation current or liquid assets to determine the coverage of short-term loans during an emergence .The mortgage originators and bankruptcy analysts use the liquidity ratio to determine the company’s going concern because the liquidity ratios show the cashflow positioning.
	Liquidity Ratios
	2014
	2015

	Current
	0.870
	0.890

	Quick
	0.210
	0.230






Current Ratio (C.R)
C.R
C.R
Current ratio determines the company’s ability to pay for its current liabilities. Therefore, current ratio evaluate Walmart‘s liquidity value, organization’s ability to convert the current assets into cash to pay for its current liabilities. Walmart has a current ratio of 0.89, meaning that Walmart has 0.89 times less current assets than current liabilities meaning that it has less current assets in place to cover to its short-term obligations (Tracy, 2012).
Investors and creditors would use this ratio to assess the Walmart’s vulnerability to the market externalities in the external business environment in the economy as it indicates the level of ability and liquidity of Walmart Company to pay short-term obligations using its current assets. 
Quick Ratio (Q.R)
Q.R = 

Q.R =0.23
 Quick ratio or Acid test determines the firm’s ability to pay for its current liabilities with the quick assets when they are due. The ordinary and preference shareholders would look at this ratio to measure ability of the business enterprise to pay its current liabilities through the use current assets without including the inventories. Walmart Stores Inc. has a quick ratio of 0.23 meaning that it has lesser value of quick assets than its current liabilities, an indication that Walmart has a lower ability to cover its obligations and would be forced to sell off its capital assets to meet its short-term liabilities (Walmart Stores Inc Annual Report, 2015). 
Financial Ratios
	Financing Ratios
	
	2014
	2015

	Debt Ratio
	
	0.63
	0.62

	Debt Equity Ratio
	
	1.77
	1.63

	Times Interest Earned
	
	2.37
	2.44



Debt-to-Equity ratio (D.E.R)
D.E.R=
D.E.R = 1.63
	This ratio determines Walmart Company’s financial leverage as well as indicates the firm’s debt amount is utilizing to finance fixed and current assets against the shareholders’ equity value. Walmart company’s D.E.R is 1.63, meaning that Walmart company uses more debts to finance its assets relative to the amount of equity contributed by its shareholders (Walmart Stores Inc Annual Report, 2015). 
This ratio is important to an investor since it indicates the relationship between the shareholder’s contributions Walmart’s borrowed capital. Walmart uses a slightly high amount of debt than equity to finance its operations and may end up incurring more expenses in form of interest payments which can hurt the profits (Tracy, 2012).

Activity Ratio
	Activity Ratios
	2014
	2015

	Inventory Turnover
	9.30
	8.22

	Accounts Receivable Turnover
	70.12
	72.44

	Total Asset Turnover
	2.14
	2.46



Inventory Turnover Ratio (I.T.R)
I.T.R= 
I.T.R= 8.22
This is an efficiency ratio that measures the effectiveness with which inventory is managed by the company’s management. The ratio provides a clear indication how many times the average inventory is sold at a given time. Walmart Company’s I.T.R is 8.22 meaning that the Walmart is very good at controlling inventory. The ratio is important as it helps management in making decisions regarding storage costs through its two key components namely inventory and sales. If Walmart purchased large amounts of inventory during the year, this means that it has to increase its sales volume in order to enhance its turnover but if it fails to do so, it will have to incur more storage costs. Investors look at this ratio to determine the ability of a company to turn inventory into cash and a low ratio indicates a poor financial health (Tracy, 2012).
Receivables Turnover Ratio (R.T.R)
R.T.R= 
R.T.R= 72.44
This ratio determines the efficiency with which the business organization is in the position to convert its receivable accounts into cash. Walmart has a high receivable turnover ratio of 72.44 meaning that the company is able to collect cash from customers frequently hence able to utilize the cash to pay its obligations in good time. This is an important ratio for as it shows the firm’s ability to convert its receivables items into cash to meet short term obligations (Tracy, 2012).
Total Assets Turnover Ratio (T.A.T.R)
T. A. T. R= 
T.A.T.R= 2.46
The ratio is used to measure that ability of a company to generate sales from every dollar of assets owned by the company. It determines the company’s efficiency in utilizing its assets to make more sales. Walmart has a total assets turnover ratio of 2.46, meaning that the company is very efficient in utilizing its assets. Investors use this ratio to get a clear picture of how effectively a company uses its assets to generate sales (Tracy, 2012).
Profitability Ratio                              
	Profitability
	
	2014
	2015

	Net Profit Margin
	
	0.03
	0.03

	Return on Assets
	
	0.07
	0.07




Profit Margin (Net Margin) Ratio
P.M.R= 
P.M.R= 0.03                                                      
The net margin ratio measures the net income amount the business organization generates for every dollar of sales. It measures the profitability of the company by showing the company’s sales percentage that is left with after payments of all business expenses(R, Peavler Market, 2018). Investors and creditors use this ratio determine the effectiveness with which a company is able to convert sales into net income. Walmart has a profit margin ratio of 3% meaning that for every dollar of sales, the company is company generates 3% of profits, hence able to cover its expenses well. Creditors use this ratio to ascertain the ability the company to generate enough profits and repay its loans (Tracy, 2012).
Return on Assets Ratio (R.O.A.R)
R.O.A.R= 
R.O.A.R= 0.07
R.O.A.R determines the net income amount created by the company’s total assets during particular financial period. Capital assets are always a company’s largest investment and investors use this ratio to determine the efficiency of the company’s investment in the capital assets and how efficiently it converts them into profits (Tracy, 2012).Walmart has a ratio of 0.07 meaning that for every dollar of asset invested, the company was able to generate 7% of income. 
Conclusion
 Walmart Company proved to be well performing business enterprise. Through the analysis on the profit margin, return on assets, liquidity ratios, and activity ratios shows that Walmart is operating fairly efficient and effective in creating more revenues from their current and capital assets.
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