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Industry

A group of related businesses
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Breakeven Analysis

• Used to estimate the number of sales units at 
which net income is zero.

• Calculations:
• Determine fixed costs
• Identify variable cost per unit
• Revenue per unit less variable cost per unit = 

contribution margin per unit
• Fixed costs divided by contribution margin per 

unit = breakeven units
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PERT Chart (Program Evaluation and Review Technique)
Click on this link to experience an active version of this figure.
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Comparative Income Statement
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Income Statement With Vertical Percentage Analysis
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Ratio Analysis

• Profit Margin
How much of each sales dollar is left after certain costs have 

been covered

• Management Efficiency
measure a company's ability to use its assets and manage its 

liabilities 

• Management Effectiveness
How well the company is performing with the invested money

• Financial Condition
Assess firm’s financial strength
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Gross Profit Margin
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Gross Profit
Margin = Gross Profit

Sales



Net Profit Margin
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Net Profit
Margin = Net Profit

Sales



Inventory Turnover

http://www.investopedia.com/articles/basics/05/052005.asp?o=40186&l=dir
&qsrc=999&qo=investopediaSiteSearch&ap=investopedia.com
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Inventory
Turnover = Sales

Inventory



Return On Assets

http://www.investopedia.com/articles/basics/05/052005.asp?o=40186&l=dir
&qsrc=999&qo=investopediaSiteSearch&ap=investopedia.com
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Return On
Assets = Net Profit

Total Assets



Current Ratio
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Current
Ratio = Current Assets

Current Liabilities



Debt-To-Equity
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Total Debt
to Equity = Total Liabilities

Total Equity



Interest Coverage
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Interest
Coverage = Operating Income

Interest Expense



Money Multiplier
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Fluctuating Reserve Rates

You just won $10 million in the lottery and used the money to 
start a bank. On the day you open your doors, the reserve 
requirement set by the Fed is 10 percent. What’s the 
maximum amount of money you can loan out? What if the 
reserve requirement is raised to 12%? Then how much could 
you loan out? In changing the reserve requirement, what is 
the Fed trying to do?



Stock Listing For Hershey Foods
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Interpreting A Stock Quotation
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