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Vertical Analysis


[image: image2.wmf]
NxLeveL® Guide for Entrepreneurs(OHD/Handout 9-2

Horizontal Analysis
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Operating Ratios

Ratios that reflect activities crucial to making a profit in your business

Gross Profit Percentage

· Gross Profit ( Net Sales
Inventory Turnover

· Cost of Goods Sold ( 
Average Inventory
Receivables Turnover

· Net Credit Sales (
Average Net Receivables
NxLeveL® Guide for Entrepreneurs(OHD 9-4

Profitability Ratios

Ratios that compare earnings to the resources available in the business.

Think of these ratios as answering the question:

“How well did I do given what I had to work with?”

Return on Sales

· Net Income ( Net Sales
Return on Assets

· Net Income ( Total Assets
Earnings Per Share

· Net Income ( Average # of Common Shares Outstanding
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Statement of Owners Equity
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Annual Statement of Cash Flows
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