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Financial ratio analyses are very vital tools to use and which will facilitate the decision process in your company. The current ratio is calculated by dividing current assets by current liabilities. The metric is used to determine whether the company is in a position to settle current liabilities using the currents owned by it. An excellent current ratio is the one that is higher than 1. The result from the company's financial statement is 6.841509 which indicate that the company is in a position to settle the current liabilities using its current assets. The current ratio is beneficial since it shows the efficiency at which the company is selling its products. That is, the ratio indicates how fast the company can convert its liquid assets into cash. With this information at hand, the company is in a position to optimize its production since it enables the management can plan for mechanisms of inventory storage and overheads optimization. Also, this value shows that the control of the company is effective in meeting the demands of the creditor.
The debt ratio is also referred to as debt to assets ratio. The metric is applied to determine whether the company is in a position to settle the total debt using total assets. The value is derived by dividing total liabilities by total assets. The value that is given after the calculation using the provided company's financial statement is 0.108763 which can also be denoted in percentage as 10%. Generally, the debt ratio should be kept low as much as possible. A debt ratio that is higher than 100% shows that the company has higher debt than the assets it has. Therefore, for this company, the value is less than 100% hence its performance is excellent.
Acid test ratio is significant for the company to determine whether it is in a position to cover its immediate liabilities using the available short-term assets. The acid test ratio is more robust than applying the current ratio in the analyses. The reason behind this is just because unlike current ratio the acid test ratio tends to ignore the illiquid assets such as inventory. To increase the acid test ratio, the company should come up with strategies to improve the current assets rather than stock. In other words, the company should ensure its current liabilities are reduced as much as possible. In our case here the acid test ratio is 6.754717 which imply that the company is in the position to settle its current liabilities using it short term assets. Attached to this memo is the file showing how the ratios have been obtained.

 
