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Hello Everyone
Financial ratios do differ in different industries; a key element that influences financial ratios is how the industry functions. Such function utilities including the company’s norms, do differ greatly and are ultimately used to deduce their functionality or performance. The difference can also be seen on companies within the same industry. Comparing financial ratios of a supermarket and a luxury-car sales company. The figures will be different in a supermarket since its inventory turnover is higher due to their fast moving merchandise compared to the car company. In the wrong run, this would result in a lower days' inventory on the supermarket. The average time it takes to sell products and collect for them; operating cycle, would be longer for the car dealer than that of a supermarket. The inventory turnover for the luxury-car dealer, on the other hand, would stay longer, rendering to a greater operating cycle.
[bookmark: _GoBack]Financial ratios are useful in validating progress and expounding on financial statements of a given business. They can also be used in comparing companies within the same or different industry, without necessarily having to review their precise financial projections. Some use financial ratios to understand market trends, identify drawbacks and plan for the future. The possible limitation with financial ratios is that they are not very accurate in portraying solid conclusions. Reason being, the ratios are based on the accounting figures and they themselves are subject to deficiencies, estimations and varying in repetition.
