
Balance Sheet 
Capital expenditure
Revenue expenditure
Four fold classification
Goals of finance
Top line
Bottom line
Sources of finance
Convertible Debenture
Ploughing back of profits
EPS
Basic EPS
Diluted EPS
Bonus Shares (Capitalisation of reserves)



Market capitalisation (M cap)

Trading on equity

Window dressing (under provisioning)

Capital market

Primary market

Commercial paper

Cost of goods sold

Above the line & below the line

Charge and appropriation

ZTC and MAT

EOQ

Break even point



Horizontal Analysis

• The analysis of increases and decreases in the 
amount and percentage of comparative financial 
statement items is called horizontal analysis.
– Each item on the most recent statement is compared 

with the same item on one or more earlier statements 
in terms of the amount of increase or decrease and 
the percent of increase or decrease.

• When comparing statements, the earlier 
statement is normally used as the base year for 
computing increases and decreases. 



• Horizontal analysis (also known as trend analysis) is a 
financial statement analysis technique that shows changes 
in the amounts of corresponding financial statement items 
over a period of time. It is a useful tool to evaluate the 
trend situations.

• The statements for two or more periods are used in 
horizontal analysis. The earliest period is usually used as 
the base period and the items on the statements for all 
later periods are compared with items on the statements of 
the base period. The changes are generally shown both in 
dollars and percentage.

• Dollar and percentage changes are computed by using the 
following formulas:

• Horizontal analysis may be conducted for balance sheet, 
income statement, schedules of current and fixed assets 
and statement of retained earnings.

https://www.accountingformanagement.org/balance-sheet/
https://www.accountingformanagement.org/income-statement/
https://www.accountingformanagement.org/statement-of-retained-earnings/










Vertical Analysis

• The percentage analysis of the relationship of each 
component in a financial statement to a total within 
the statement is called vertical analysis.

• In a vertical analysis of the balance sheet, the 
percentages are computed as follows:
– Each asset item is stated as a percent of the total assets.

– Each liability and stockholders’ equity item is stated as a 
percent of the total liabilities and stockholders’ equity.

• In a vertical analysis of the income statement, each 
item is stated as a percent of sales. 



Common-Sized Statements

• In a common-sized statement, all items are 
expressed as percentages, with no dollar 
amounts shown.

• Common-sized statements are useful for 
comparing one company with another or 
comparing a company  with industry averages.



Summary of Analytical Measures
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