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Unit 2 – Business resources
Interpreting Financial Ratios

Task

To maintain their market share and profitability businesses have to review and evaluate their performance.  The recent economic recession has seen many businesses adapting to meet the needs of their customers by extending the services they offer.   
Using the below data report on the performance of the two businesses and suggest reasons for these changes and consider what the outcome would be if the economic situation were to improve.
	
	Business 1
	Business 2

	Ratios
	Year 1
	Year 2
	Year 1
	Year 2

	Stock turnover
	29 times
	34 times
	20 times
	22 times

	Return on Capital employed
	11%
	7%
	14%
	16%

	Acid Test
	0.25:1
	0.20:1
	0.40:1
	0.33:1

	Net Profit Margin
	5.65%
	3.26%
	6.07%
	7.03%




