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BIE Homework Sheet

Ratios help us work out how well a business is doing. Lots of people have
an interest in how well a business is doing. Look at the list below and write
down why they would be interested.

Question

Write down the main six people that would be interested and why

There are two types we need to know about Profitability & Liquidity

Profitability ratios measure how much profit has been made as a
percentage of sales or capital employed.

Look at the table below:

2006 2005
Sales 100,000 75,000

Gross profit 43,000 41,250
Net profit 20,000 22,500

Capital Employed 60,000 60,000
Current Assets 150,000 120,000

Current liabilities 100,000 70,000
Stock 10,000 7,000
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Calculate for each year the net profit ratio

………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………..

Calculate for each year the Gross profit ratio

………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………

What does this show about the company?

………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
Liquidity ratios measure the company’s ability to pay its creditors.

What is the company’s current ratio for both years?

………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
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What might the company have problems with if the ratio is less than 1.5 :
1
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………

As we are looking at this company’s ability to pay its creditors what other
ratio could we calculate?
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………

Why would we need to take out stock?
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………
………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………
…………………………………………………………………


