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Importance of financial statements analysis
● Financial statements are essential tools for investors to assess the financial health and 

performance of a company. When investing looking at these things can be a good indicator 
on how this company will do and how it will affect you.

● By being able to analyze financial statements investors can evaluate the companies 
profitability, liquidity, solvency, and overall financial performance 

● Financial statement analysis also provides insight into a company’s revenue growth, profit 
margins, debt levels, cash flow generation and return on investment. 

Key terms: 
Liquidity: How quick a company can convert an asset into cash
Solvency: Companies ability to pay debts and cover expenses over time
Profit Margins: Measure of how much profit a company makes per dollar of revenue 



Income Statement
● Income statement shows a 

company’s revenues, expenses, and 
net income over a specific period of 
time (usually quarterly or annually)

● Income statements have a lot of 
information that can look 
frightening at first but the main 
things to look at should be the 
revenue, expenses for the cost of 
goods sold (COGS), net income, 
earning per share (EPS), and then 
comparative analysis is very 
important. 



Balance Sheet
● A balance sheet is a snapshot of 

a company’s financial position 
at a specific point in time.

● The key components of a 
balance sheet is the assets 
including current and non 
current, liabilities including 
current and non current and 
shareholders equity. 



Cash flow 
Statement

● Cash flow statement shows 
how cash and cash equivalents 
flow in and out of a company 
during a specific period.

● The three main sections are 
operating activities, investing 
activities, and financial activities



Comparative 
Analysis

● Comparative analysis is a way to 
figure out if investing in a certain 
company is a good idea. 

● Assess trends, identify changes, 
and evaluate performance over 
time. 

● Benchmarking against industry 
peers

● Examining revenue, expenses, 
and profitability metrics side by 
side to another company can help 
gain insight into a company’s 
financial health, growth trajectory 
and efficiency in generating 
profits. 


