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[bookmark: _Toc529113678][bookmark: _Toc533367195]EXECUTIVE SUMMARY
The purpose of this report is to present the analysis of the financial statement of six different Australia’s companies, which are publicly listed. The six companies, whose financial statements are analysed and presented in this report are API Limited, JB Hi Fi Limited, Retail Food Group Limited, The Reject Shop Limited, Super Retail Group Ltd,  and Blackmores Limited. It also presents the financial position of these companies based on the financial ratio of the FY 2018 to indicate how each company performs in the market. The report also presents detailed on how various financial ratios are calculated, which is an important aspect in business management and operation. Therefore, the financial ratios presented in this report are net profit margin, current ratio, inventory turnover, leverage ratio, asset turnover, return on equity, return on total assets, earning per share, and net debt to equity ratio and the total return to shareholders. After the analysis of the financial statement of the six companies, the recommendation is also presented based on the position of the company. 



















[bookmark: _Toc533367196]INTRODUCTION
The financial statement is an essential aspect for efficient management and operation of companies. It provides proper understanding of the financial capability and uncertainty of a company and therefore, it can be used to manage risk in business. According to Amadeo (2018), it is applied by the investors to analyse the market and evaluate the financial health of a company.  Investors depend on the financial statement for a broader understanding of the position of a company and therefore, it used to determine whether it is worth investment or not.  Financial statement is also an important tool for business since it helps companies to understand their market performance and therefore, it is utilized to ensure that  risk are prevented and the company is managed to profitability. As stated by Sharma (2015), financial statement provides an overview of performance of all the aspects of a company. Therefore, it is utilized to analyse market situation and also to establish both weakness and strong points of the company. 

However, in this paper, the financial ratio of six companies are analysed to determine their performance and market position. These companies are, Reject Shop Limited, Retail Food Group Limited, JB Hi Fi Limited, Super Retail Group Ltd, Blackmores Limited and API Limited. It presents and compares the financial performance of these companies based on the financial ratios.  In order to established the true position of these companies in the market, the asset return, Net Profit Margin, Net Debt to Equity Ratio, Return on Total Assets, Total Return to Shareholders, Leverage Ratio, Current Ratio and the Earnings per share of the six companies are calculated and utilizes to understand the performance of the six companies. The purpose of this report is to present vivid statement on the performance of the six companies in the Australian’s market. The performances are presented based on their financial ratios for the financial year 2018. 
[bookmark: _Toc533367197]FINDINGS
The Net Profit Margin 
The Net Profit Margin is described as the percentage of the revenue which is remaining after the deduction of the operating expenses, preferred stock dividends and interest rate. It is used to measures the performance of a company by indicating how efficient a company is able to convert revenue into profit. The profit margin of tabulated by deducting total expenses from the total revenue of the company and then divide by the total revenue. Therefore, the total net profit margin API Limited during the FY 2014 is established to be -2.71%$, FY 2015 1.25% and the FY 2016 is 1.35% and the FY 2017 is 1.29%.  The analysis of the financial statement also established that Retail Food Group Limited net profit margin is for the FY 2014 is 0.66%, FY 2015 0.28%, FY 2016 0.36%, and the FY 2017   0.25%. It is also established that JB Limited has a net profit margin of 3.6% for the FY 2014 and in the FY 2015; it had a net profit margin of 3.74%, FY 2016 3.85 and the FY 2017 3.06%. Super Retain has a good net profit margin a good during the three consecutive years. 

Graph 1: Net Profit margin
Current Ratio
The current ratio is the liquidity ratio is indicates the ability of a company to pay its debts. It shows investors how effective a company can utilize its current assets to make profit in the market. Most investors view the current ratio to determine the viability of a company to pay its debts and therefore, it is a measure for investment by many investors. The current ratio is obtained by dividing the current assets by the current liabilities. The analysis of the financial statement as indicated in the graph below indicates that Reject Shop Limited registered the highest current ratio between the FY2014 and the FY2016. The graph shows that Reject shop had a current ratio of 145.20% during the FY 2014, and in the FY 2015183.22% and FY 2016 the current ratio was 148.64%. It means that it has the highest ratio compared to the rest of the companies. However, the ratios of all the six companies are above 1.0 except Retail Food Group Limited, which had a current ratio of 0.92 and therefore, in 2014 the company had the lowest. 

Graph 2: Current ratio
Inventory Turnover 
The inventory turnover is described as the number of times a company replaces its stock during the financial year. According to Raimi (2016), it provides detailed insight on how a company manages costs and how the sales of the company has been during the financial year. the inventory turnover is obtained by dividing sales with average inventory of a company. However, the financial analysis of the six companies revellaed a unique trend as reported in graph 2 below. The analysis indicates that in the FY 2014 API did not have any invetsory turnove and in FY 2015 it had 8.5 and FY 2016 was 8.64. The analysis indiates a unique trend of the growth of inventory turnover and thereore, Super Retail Group Limited and Blackmores Limited has the lowest inventory turnover of less than 4.0 for Blackmores Limited and less than 3.0 for Super Retail Group Limited. The graph below illustrates the inventory ratio obtained for each company between 2014 and 2016 and therefore, it shows that API Limited has the best performing stock management for between the FY 2014 and FY 2016 because of its high inventory turnover. Based on the analysis of the inventory turnover, it us evident that API, and Retail Food Group Limited are the best companies in turns of stock management. The highest inventory turnover means that the two firms experience high sales compared to the rest of the companies. 

Graph 3: Inventory Turnover 
Net debt to Equity ratio 
The debt to equity ratio is an important financial ratio, which is utilized in determination of the financial viability of a company (Crooks, 2018). It determines the financial health of a company because it indicates the equity and debts which a company has incurred during the financial year. The analysis of the financial statement of the six companies indicates a unique trend of how each company performances in terms of management of debts. It is calculated by dividing the total liabilities by the total equity realized during the financial year. The analysis shows that during the FY 2014 Supper Retail Group had the highest debt to equity ratio of 0.48 and the lowest debt to equity ratio are Rejected Shop Limited of 0.10. It is therefore, important to point that as indicated in the graph 4 below, all the six companies had an acceptable debt to equity ratio between the FY 2014 and the FY 2016.  

Graph 4: Net debt to Equity ratio 
Asset turnover ratio
The asset turnover is regarded as the value of sales or revenue in relative to the value of assets of a company (Chung, 2016). The low assets turnover ratio means that a company is not able or efficient to utilize its assets to generate sales. The asset turnover is obtained by dividing the revenue or sales of a company by net assets of a company. The analysis of the financial statement of the six companies indicate that Retail Food Group has the lowest asset turnover ratio at 0 in the FY 2014 and during the FY 2015 it had an asset turnover of 3.36, and the FY 2016 it had 3.46. However, it is realized that its asset turnover grows every financial year which indicates an improvement in performance.  The JB Hi-Fi had the highest asset turnover between the FY 2014 and the FY 2016 of 4.0 in the FY 2014, FY 52015 3.8 and FY 2016 3.8,  as indicated in the graph below. It is therefore, means that JB Limited is best performing company among the six companies in terms of utilization of assets to generate sales. 

Graph 5: Asset turnover ratio
Leverage Ratio
Leverage in also an important financial ratio used to measure the performance of a company. It indicates the level of debts incurred by a company (Balle, 2015). The analysis of the leverage ratio indicates that how a company utilize its debts. The analysis indicates that JB Hi-Fi Limited has the highest leverage ratio during the FY 2014 of 3.8, and the FY 2015 3.5 and the FY 2016 3.78. It is therefore, means that JB Hi-Fi has borrowed a lot of money to finance its assets. It therefore, means that Retail Food Group Limited has borrowed little money to finance its operations and therefore, it has fewer debts compared to the rest of the companies. 


Graph 6: Leverage ratio
Total Return to Shareholders 
It measures the performance of companies in the stock and shares over a period of time. It is useful for investors and most investors use it as a benchmark to decide whether to invest in a company or not. During the FY 2014 and 2015 Blackmores had the highest return to shareholders in the FY 2014 with API also having return to shareholders of 1.75. The company with the lowest return to shareholders was JB Hi-FI and Super Retail Group Limited of less than 0.5 for both JB and Super retail. In terms of investment decision, an investor is more likely to invest in API and Blackmores because of high return to share between 2014 and 2015. However, in 2016 the companies registered the lowest return to shareholders of a negative. Therefore, there could be a problem in the company, which drove it to lose. 

Graph 7: Total return to shareholders 
Return of Total Assets 
The return on assets is applied to determine how efficient a company utilizes its assets to generate revenue. The analysis indicates that Blackmores has the highest return on assets compare to the rest of the companies. This means that Blackmores earns a lot of profit based on the resources or from the resources it utilized in the operation. The analysis established that it had a return on asset of 0.38 during the FY 2015 and 0.278 for the FY 2014 and 0.18 during the financial 2016. The lowest return on assets was registered by API at 0.016 in 2015 and the highest of 0.024 during the FY of 2016. The graph below indicates the return on assets of the six companies. 

Graph 8: Return on Total Assets
Conclusion and Recommendation 
The analysis of the financial statement of the six companies, which are publically trading in Australia’s stock market, revealed a unique trend of performance. First, it is established that none of the six companies are in financial risk, since the debt to equity ratio for the six companies at the end of the FY 2016 was above 1.0, which is the acceptable debt to equity ratio. It is also established that all the six companies are profitable though the level of profitability is different.  It is clear all the six companies are making profit because the analysis of the net profit margin indicates that none of the companies has a negative net profit ratio, which would mean that the company has been making losses. In terms of total to shareholders, most of the six companies register total return throughout the three years from 2014 to 2016 except during the FY 2015, where Reject and Blackmore which registered negative total return to shareholders. From the analysis of the six companies it is evidence that companies need improvement in performance. It is therefore, recommended for Retail Food Group and Super Retail to improve their performance by deploying a new strategy marketing and sales strategies which would allow the companies to improves their sales revenue and general performance. 
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Current Ratio
API	2014	2015	2016	1.2778467829038722	1.3350559108453801	1.3169172053257636	Retail Food Group Limited	2014	2015	2016	0.92947178562226196	1.8042771461459244	1.4772993764588558	JB Hi-Fi	2014	2015	2016	1.6219816162551002	1.5720680393912274	1.3216301648227597	Reject	2014	2015	2016	1.8322269161134579	1.4863790943261139	1.6261772307153188	Super Retail	2014	2015	2016	1.7239567233384854	1.698605215281989	1.6831683168316831	Blackmores	2014	2015	2016	1.6334544948607801	1.5322734151935469	1.8144588793176022	


Inventory Turnover
API	2014	2015	2016	8.5005348895127728	8.6429430788135519	8.7755575396679113	Retail Food Group Limited	2014	2015	2016	4.8598070532055626	5.744243865528051	7.5311756520177759	JB Hi-Fi	2014	2015	2016	-6.0883097101214325	-6.0259190009275558	-6.2539998577828344	Reject	2014	2015	2016	4.2060865241173548	4.648315765641116	4.7827458847252915	Super Retail	2014	2015	2016	2.5575976699809195	2.7243672456575707	2.7756762253406548	Blackmores	2014	2015	2016	3.8174842068546782	2.7619931550554	2.3468203497615261	


Net Debt to Equity Ratio
API	2014	2015	2016	0.14012607785485615	4.8275091066620708E-2	-1.2949123674325123E-2	Retail Food Group Limited	2014	2015	2016	0.34429469367133753	0.4357020476966868	0.51374330355223441	JB Hi-Fi	2014	2015	2016	0.26298551003118076	0.14282184334074619	0.56942003514938522	Reject	2014	2015	2016	-3.9547645036495806E-2	-2.2668499061636437E-2	-1.9355841157798939E-2	Super Retail	2014	2015	2016	0.49509996079968666	0.54523160762942813	0.50450569838324943	Blackmores	2014	2015	2016	5.3184365948162358E-2	9.8525413498862249E-2	0.25006850502463401	


Asset Turnover Ratio
API	2014	2015	2016	2.627589000514515	2.7504538443273678	2.8000696363225801	Retail Food Group Limited	2014	2015	2016	0.22402778086948788	0.2450144965716298	0.30144683397025451	JB Hi-Fi	2014	2015	2016	4.1623246150391973	4.1906138515444944	3.2677233931370853	Reject	2014	2015	2016	3.3614341171349635	3.4863925491879559	3.5342717571522386	Super Retail	2014	2015	2016	1.4178409702650496	1.5366364270760642	1.5765480643201943	Blackmores	2014	2015	2016	1.7796758874039853	1.946908732587826	1.6195461091058705	


Leverage Ratio
API	2014	2015	2016	2.6686035132978208	2.6794597815750358	2.6589751416437735	Retail Food Group Limited	2014	2015	2016	1.5103869996147521	1.6487626875538468	1.8137169007444824	JB Hi-Fi	2014	2015	2016	2.7500720876585931	2.5225420654682886	2.737720553171199	Reject	2014	2015	2016	1.7662005530604639	1.6995463215006581	1.661158246917688	Super Retail	2014	2015	2016	2.0698040243822509	2.1027146001467352	2.1013704151551793	Blackmores	2014	2015	2016	2.2349614786139891	2.350080380723937	2.3803768377238379	


Total Return to Shareholders
API	2014	2015	2016	1.8220338983050852	0.12962962962962943	-0.12994350282485878	Retail Food Group Limited	2014	2015	2016	0.32089552238805985	0.51470588235294135	0.28169014084507044	JB Hi-Fi	2014	2015	2016	0.11221669430624646	0.28571428571428592	2.3002927645336728E-2	Reject	2014	2015	2016	0.96130030959752322	-0.6265108783239326	0.83529411764705885	Super Retail	2014	2015	2016	0.12765957446808487	4.9234135667394945E-3	4.6565774155994709E-3	Blackmores	2014	2015	2016	1.8124542124542118	0.7965333333333332	-0.24532319391634988	


Return on Total Asset
API	2014	2015	2016	5.6259010629978387E-2	6.2409011777927334E-2	6.15529934138518E-2	Retail Food Group Limited	2014	2015	2016	0.10329341317365273	0.1406420758106284	0.11913668112152016	JB Hi-Fi	2014	2015	2016	0.22960200677663214	0.23493718318053247	0.1567090518492715	Reject	2014	2015	2016	9.6516864911922268E-2	0.10849351605894933	8.2793461448585126E-2	Super Retail	2014	2015	2016	9.7216504639158888E-2	6.80073590052655E-2	0.10076404207026636	Blackmores	2014	2015	2016	0.27269382510599033	0.39421039701724736	0.20158356866338756	


Net profit margin
API	2014	2015	2016	1.247353502632036E-2	1.3455774720070666E-2	1.2895449620801733E-2	Retail Food Group Limited	2014	2015	2016	2.8334492580816134E-3	3.6215727628803891E-3	2.5186580063691405E-3	JB Hi-Fi	2014	2015	2016	3.7378399928151645E-2	3.8487798710330014E-2	3.0632551528073943E-2	Reject	2014	2015	2016	1.8814746300211415E-2	2.1376122246417936E-2	1.5548413422061468E-2	Super Retail	2014	2015	2016	3.4350292580515501E-2	2.3945173808934041E-2	4.0757563468245599E-2	Blackmores	2014	2015	2016	9.871611377924798E-2	0.13945686834139476	8.3759869513128193E-2	
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