Profitability ratios
The return on assets is a measure showing the total amount of gain that the firm has so far generated within a specified duration based on a given amount of investment. The ratio is expressed as a percentage of the total investment. The rate compares the company’s profitability and also the efficiency of the investment portfolio. The ratio is calculated by dividing the net profit by the cost of the investment. For instance, assuming that the firm invested in $3000 then later after one year, sells the stake at $3100, the profit realized from the portfolio would be $100. The return on investment is therefore calculated as:
100/3000*100
=3.3%.
The evaluation based on return on investment is however not preferred since it is prone to manipulations. 
Another evaluation that the company may use to determine the profitability is through the use of the gross margin ratio. The gross margin or contribution margin ratio shows the difference between the firm’s revenue and the variable costs expressed as a percentage. For the company to manage to offset the operating expenses, the gross margin needs to be relatively high to allow it to cover until the fixed costs and the administration costs. The ratio is essential in allowing the company to determine if the product pricing. A low ration of the gross profit margin implies that the firm is operating at a loss.  To allow for calculation of the ratio. One needs to divide the contribution margin by the available sales then express the outcome as a percentage. For instance, assuming that the company in the last financial period made total revenue of $250000 whereas the total variable cost summed to $30000. If the fixed cost amounted to $400 while the profit for the financial year is $45000, the contribution margin for the period would therefore be:
(250000-30000)=220000
220000/250000*100
=88%.
Benali’s contribution margin is 88% which implies that the firm is in a position to manage its variable expenses. 
Liquidity ratios
The ratios determine the company’s potentiality in the payment of the current obligations. Among the rates include the current rate which shows the firm’s ability in the amount of the short term debt by use of the available current assets. The ration comprises of the balance sheet items like accounts receivable, cash, inventory and the other liquid investments that their maturity is less than a year. The current obligations comprise of tax payable, wages payable, and the current year’s portion of the long term debt. The current ratio is calculated as below:
Current assets/current liability
For instance, if during the financial period, the company had total current assets standing at $100 and the current liabilities at $40, then the existing asset is determined as;
100/40=1.25. 
The result shows that the firm’s liquidity is stable since it can settle the current debts.
Solvency ratio
The ratio is used by the company to meet its debt and other liabilities. The rate is an indication of whether the cash flows are enough to meet the short and long term obligations. The price is calculated as below:
Net income (after tax) +depreciation/Short term and long term liabilities. 
For instance, assuming that Benali ltd had a profit of $ 12, depreciation of 3 and total liabilities of 50, then the solvency ratio is as below:
12+3=15
15/50=0.3*100=30.
The implication is that the company is in a stable solvency ratio. 
Asset management ratio
The ratio measures the company’s success in managing the assets in an attempt to generate sales. The ratios are also termed as activity ratios. Among the asset management ratios is the receivable turnover which assesses the company’s ability to manage its receivables. It is calculated as below:
=Sales/accounts receivable. 
[bookmark: _GoBack]For instance, the projected sales for the first year for the company is $250000 and a total receivable of $300000. The receivable turnover is thus determined as (250000/300000)*365 which give 438 signifying a poor performance by management in the collection of the receivables. 
