Part 3: Carrier Global Corporation
 
1. Is your company able to meet its obligations for the next 12 months?
2. Who is financing more the assets, external investors or banks, shareholders or suppliers?
3. If you were a Banker are you willing to lend to your company?
 
	Question #/Answer
	Calculation or Ratio Used
	Reason or Logic Used

	1. Yes, Carrier is able to meet its obligations for the next 12 months. The current ratio for Carrier is 2.81 which indicates that Carrier seems reasonably liquid because its current ratio exceeds 1.0.
 
	Current ratio= Total asset/current liabilities
=22,406/7,971
=2.81
 
	Working capital, total assets over current liabilities, is positive, 2.81, which infers more projected cash inflows than cash outflows within a short period of time.  

	1. Primarily banks are financing more than any other. $11.4 billion were provided and note agreements between Carrier and financial institutions such as Bank of New York Mellon Trust Company, N.A. and JP Morgan Chase Bank, N.A. Stockholders are also financing Carrier (Simply Wall, 2020).
 
	Cash from operations to total debt = Cash from operations/Short-term debt + long-term debt
=2,002/(274+11,023)
=17.7%
	Banks structure financing to satisfy clients need. Term loans specify period payments of capital and interest with fixed interest rates. Carrier has a 17.7% ratio which is the ability to repay in short and long term its financial obligations to include capital and interest to the financial institutions.

	1. Yes, I am willing to provide loans to Carrier because Carrier is a publicly traded company, and the 0.55 ratio indicates how trusting is Carrier on creditor financing.
	Liabilities-to-equity ratio=Total liabilities/shareholders’ equity
=7,971/14,435
=0.55
	Extended period solvency analysis reflects the possibility of a business to pay its obligations including principal and interest. The median ratio of liabilities-to-equity ratio is usually less than 1.0 for publicly traded companies, Carrier.



Example 2 
1. The CDW Corporation would be able to meet their short-term obligations based on their current ratio. In 2019, their current ratio was 1.24 compared to their 2018 current ratio that was 1.35. This indicates that they had a good year of working capital and are able to pay their short-term obligations within one-year. To indicate a company’s short-term liquidity and the ability to pay their current liabilities without having to sell its inventories or have to get additional financing is measured by the quick ratio. Looking the CDW’s quick ratio from 2018 it is 1.14 and in 2019 it was 1.02. The decrease in the quick ratio over a one-year period is a representation that the company is struggling to pay its debts. Regarding the liabilities-to-equity ratio, in 2018 their ratio was at 3.48 and in 2019 increased slightly to 3.69. To a business, the higher the ratio indicates the higher risk and that the company is financing its growth with more debt. Overall the company’s financial leverage is coming from their liabilities more instead of their equity. 
2. 
2. The CDW Corporation finances their assets through their senior credit facility. It is stated that they also used their assets for collateral. Thus, if they are unable to pay back their lenders, they will lose their assets they used to gain the financial borrowings they obtained from creditors. They are able to finance their operations and capital expenditures with internally generated cash from operations. As of December 31, 2019, we also have $1.0 billion of availability for borrowings under their senior secured asset-based revolving credit facility and an additional £50 million ($66 million at December 31, 2019) under the CDW UK revolving credit facility. 

3.My decision is based off of the CDW’s EBITDA numbers. In 2017 their earnings before interest, taxes, depreciation, and amortization was $1,072.1 million then increased the following year in 2018 to $1,254.7 million. Then, in 2019 it increased a second time to $1,376.2 million. Based off these numbers it is clear that their performance is paying off because they are making wholesome profits. I would lend to my company because it seems that they are growing over the years and will become even more profitable if their numbers keep on going up
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Example 4 
Amazon is well off to meet its financial obligations for the next 12 months.
Amazon’s 2019 current ratio is at 1.1. This figure has stayed relatively consistent from 1.04 in 2017 and 1.09 in 2018. This current ratio indicates Amazon is able to convert its current assets into cash relatively quickly to be able to cover its current liabilities for the next 12 months. Without considering inventory, Amazon’s quick ratio is also positive. It has increased from 0.76 in 2017 and 0.85 in 2018 to 0.86 in 2019. This quick ratio states that with any sales of inventory, they are at a good standing of covering most of the company’s current liabilities with just cash, marketable securities, and accounts receivables.
 2.
External banks provide most of the funding to Amazon's assets through bank notes. However, looking at the solvency of the company, Amazon is becoming increasingly more financed by stockholders as the years pass.
While , stockholders have been having a larger impact with their investments in Amazon. From 2018 to 2019, the total debt to equity ratio decreased from 2.11 to 1.79. This is the result of additional paid-in capital increasing from $26 billion in 2018 to $33 billion in 2019. While long-term debt and long-term lease liabilities are at $62 billion, investors are slowly having a bigger impact into financing Amazon.
 3.
As a bank, I would lend money to Amazon.
This decision would be based off two ratios. The EBITDA coverage ratio has increased for Amazon in the past three years. It was at 18.38 in 2017, 19.59 in 2018, and 22.71 in 2019. This ratio shows that Amazon has been able to cover more interest expense out of the profits they earn. The increased operating income from $4,106 million in 2017 to $14,541 million in 2019 is evidence as to why their EBITDA coverage ratio has increased steadily over time. The second ratio to analyze would be the free operating cash flow to total debt ratio. This ratio has slowly increased as well from 0.10 in 2017, 0.21 in 2018, and 0.23 in 2019. The increasing coverage ratio shows that Amazon is increasing their “free” cash from operations at a faster rate than they acquire debt. Analyzing both ratios shows that Amazon is a safe bet to lend money towards.

