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Identify three financial ratios and describe them
i. Liquidity ratios
ii. Efficiency ratios
iii. Leverage ratios
i. Liquidity ratios
The liquidity ratio is an essential financial metric used to enable the debtor to know the ability to pay off debt obligations. The liquidity ratio will help determine if the company's current liquid or assets will cover its current liabilities. Liquidity ratios include quick ratio, current ratio, and cash ratio.
ii. Efficiency ratios
The efficiency ratio is used to determine how well the company utilizes its assets and resources to produce income. The ratio compares the expenses made to the revenue generated, which reflects profit a company can make
iii. Leverage ratio
Leverage ratio is a financial metric that determines how much the company's capital comes in the form of debt (Corporate Finance Institute, 2018).
Research the financials of Home Depot and Lowe’s
Home Depot and Lowe's are the leading giants of home improvement retailing services. Both have the same market but different branding and supplying strategies. Home Depot's current market cap on April 2021 is $343.24B, and revenue of $132.110B makes it one of the biggest home improvement retailers. As of April 2021, Lowe's market cap is $142.383B and income of $89.597B.
Comparison of three financial ratios for Home Depot and Lowe's and analysis of the two companies
Price to Earnings Ratios
As of April 2021, the Price to Earnings Ratios of the Home Depot is 22.4 while the Lowes Profit to earnings ratio is 21.58 (Macrotrends, 2021).
Quick Ratio
Home depot quick ratio as of April 2021 is 0.72, while the Lowes quick ratio is 0.57 (Macrotrends, 2021).
Debt/Equity Ratio 
As of April 2021, Home depot debt ratio is at 42.6, while the Lowes debt ratio is at 11.49 (Macrotrends, 2021).
Investors are willing to pay more in Home depot's share because of its growth expectations than the Lowes company, according to the price-to-earnings ratios. Home has more liquid assets that it has to cover than the Lowes though both firms have difficulty in making financial obligations because the quick ratio is less than 1. Finally, the home depot debt ratio is high, showing that total debts are increased than the total assets.
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