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[bookmark: _Toc500254642]Financial Statement Ratio Analyses
Introduction
[bookmark: _Toc500254643]This report focuses on financial analysis of Wells Fargo and JP Morgan. Wells Fargo is involved in financial services and investments. At the same time, JP Morgan provides banking and financial services. The index seeks to assess the performance of an accounting entity concerning the performance of the two companies .The analysis of the ratios in this report refers to the accounting period of 2017.
Current Ratio
The current rate is a measure of liquidity in accounting entities. Indicates the ability of these entities to meet their short-term financial obligations with existing assets. In the 2017 accounting period, JP Morgan recorded a current index higher at 1.01 than Wells Fargo at 0.94 (SEC, 2017). This indicates the best positioning of the former in meeting short-term obligations.
[bookmark: _Toc500254644]Quick Ratio
The brief report indicates an entity's ability to meet its immediate obligations. Inventories are included in the calculation of this index. In 2017, Wells Fargo reported an index rapidly higher than JP Morgan did, as shown below

Source 1: SEC (2017)
Source 2: Wells Fargo (2017)
As mentioned above, Wells Fargo has a lower level of inventory in its current assets, therefore being able to better meet its immediate cash equivalent obligations compared to JP Morgan. 
[bookmark: _Toc500254645]Inventory Turnover
The ratio indicates the efficiency of an entity in turning inventory to sales (Koralun, 2013). In 2017, Wells Fargo reported higher inventory turnover at 8.36 than 6.25, written by JP Morgan, indicating its fast pace in making sales.
[bookmark: _Toc500254646]Receivables Turnover
The ratio indicates the rate at which the entity collects cash from credit sales. JP Morgan has high receivables turnover at 151.08 as compared to Wells Fargo at 63.17, meaning JP Morgan's fast pace in the collection of cash from credit sales.
[bookmark: _Toc500254647]Gross Profit Margin
The ratio indicates the ability of an accounting entity to generate gross profit from every dollar made in sales. JP Morgan reported a higher gross profit margin at 0.35 compared to 0.30 reported by Wells Fargo, indicating better margins in JP Morgan.
[bookmark: _Toc500254648]Operating Profit Margin
The ratio indicates the ability of a firm to generate profit from operations (Koralun, 2013). A high operating margin at 0.35 means its superior ability to generate earnings from operations compared to 0.07 reported by JP Morgan. 
[bookmark: _Toc500254649]Net profit margin
This ratio indicates the ability of an entity to generate income from every dollar made in sales. Both companies have an equal level of net profit margin.
[bookmark: _Toc500254650]Return on assets
The ratio indicates the ability of the entity to generate income from every dollar invested in assets. Both organizations have a close rate at 0.07 in Wells Fargo and 0.08 in JP Morgan.
[bookmark: _Toc500254651]Total Assets Turnover
The ratio indicates the ability of an entity to generate sales from every dollar invested in assets. Both companies have a close-range ratio at 1.89 in JP Morgan and 1.86 in Wells Fargo (Koralun, 2013). 
[bookmark: _Toc500254652]Debt to Equity Ratio
The ratio measures solvency levels in an organization. JP Morgan has a very high debt to equity ratio at 1.51 compared to 0.29 in Wells Fargo. The ratio indicates a higher level of exposure to the risk of insolvency in JP Morgan. 
[bookmark: _Toc500254653]Debt to Total Assets
The ratio indicates the ability of an entity to repay debt from assets. JP Morgan recorded a minimal deficit to assets rate at 0.08, indicating its inability to meet debt obligations from holdings compared to Wells Fargo that has 0.29. 
[bookmark: _Toc500254654]Cash Flow Margin Ratio
The ratio indicates the ability of an entity to generate cash from operations. Both entities have an equal cash flow margin of 0.08. 
[bookmark: _Toc500254655]Cash Flow to Net Income Ratio
The ratio indicates the ability of the entity to generate cash from income. Both entities have almost the same rate at 1.88 in JP Morgan and 1.89 in Wells Fargo. 
[bookmark: _Toc500254656]Conclusion
As indicated above, Wells Fargo has higher liquidity than JP Morgan, enabling it to meet its short term obligations in a better manner. It equally has a better inventory turnover, although JP Morgan can collect cash from credit sales in a better way. JP Morgan has a higher level of profitability than Wells Fargo. However, it has a higher level of exposure to the risk of insolvency. Both entities have an equal ability to generate cash from operations.
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