
A COMPREHENSIVE REVIEW OF RATIOS   

 

Calculate each of the following financial ratios for Procter & Gamble using the financial statements at the end of the 
packet. (See CFIN 4-4 for help on these ratios). You should hand write your answers to the problems in the spaces 
provided; below each calculation, write a brief statement of why the ratio is important in the analysis of a company.  
 
LIQUIDITY RATIOS 
  
 
   current ratio  =   current assets 

                        current liabilities 

  
 current assets =  
 
 current liabilities =   
 
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 

 
 
 

 
 
   quick ratio  =  current assets - inventory 

                           current liabilities 
 
(also called acid test) 

  
 current assets =  
 
 inventory =  
 
 current liabilities =   
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
ASSET MANAGEMENT RATIOS 
   

 
inventory         =       total revenues 
turnover ratio                inventory 

  
 total revenues =  
 
 inventory =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 
total assets         =      total revenues 
turnover ratio                total assets 

  
 total revenues =  
 
 total assets =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 

accounts          =         total revenues 
receivable           accounts receivable* 
turnover ratio 

* same as net receivables 

  
 total revenues =  
 
 accounts receivable =  
  

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
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DEBT MANAGEMENT RATIOS 
   

 
debt         =           total debt* 
ratio                    total assets 
 

* use short-term plus long-term debt 

  
 total debt =  
 
 total assets =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 
times interest    =     operating income 
earned ratio               interest expense 

 

  
 operating income =  
 
 interest expense =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

   
PROFITABILITY RATIOS 
 

 
profit margin    =     net income 
on sales ratio       total revenues 

 

  
 net income =  
 
 total revenues =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 
return on    =               net income 
total assets ratio         total assets 

 

  
 net income =  
 
 total assets =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 

 
 
 

 
 
return on    =          net income 
equity ratio      stockholders’ equity 

 

  
 net income =  
 
 stockholders’ equity =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
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MARKET PERFORMANCE RATIOS 
   

 
earnings         =           net income     
per share                number of shares 
ratio 
 

  
 net income =  
 
 number of shares =  
 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 
price    =             market stock price 
earnings ratio     earnings per share 

 

  
 market stock price =  
 
 earnings per share =  
  (from above) 

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

 
 
market to    =     market stock price 
book ratio        book value per share* 

 

  
 market price per share =  
 
 book value per share =  
  

Answer 

why is this ratio important in the analysis of the financial performance of a company?  
 
 
 
 

  * book value per share is calculated by taking total stockholders’ equity divided by number of shares 
 
WORKING CAPITAL 
   

 
working    =    current    -     current 
capital            assets           liabilities 
 

  
 current assets =  
 
 current liabilities =  
 

Answer 
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Procter & Gamble 

INCOME STATEMENT, June 30    (amounts in thousands)  

 

 

 
 

 
Procter & Gamble 
MARKET DATA 
 
 Number of Shares (in thousands):   2,520,000 
 
 Market Stock Price per Share: $80.68 
 
 
 

  



A COMPREHENSIVE REVIEW OF RATIOS   

 

Procter & Gamble 
BALANCE SHEET, June 30    (amounts in thousands)  

 

 

 

 


