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What We Want To AvoidWhat We Want To Avoid
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Knowing What to Look ForKnowing What to Look For

• What are Financial Ratios?What are Financial Ratios?
• What are Key Performance Indicators (KPIs)?

h h i ?• Why are they so important?
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Knowing Where to LookKnowing Where to Look

Where do I get this wealth of knowledge??

Your Financial Statements!!**
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Common RatiosCommon Ratios

Your gross profit margin tells you the
average gross profit on each dollar of sales
before operating expenses The equationbefore operating expenses. The equation
is simple:
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Common RatiosCommon Ratios

Your net profit margin is theYour net profit margin is the
percentage profit your business makes
for every dollar of revenue – whethery
you’re making a profit after covering
all of your costs.
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Common RatiosCommon Ratios
You’re making profitable sales but are they
enough to cover short term liabilities? To answerenough to cover short term liabilities? To answer
that, you need the current ratio. It helps to
measure the solvency of your business by
comparing your current assets (like unpaid
invoices) to your current liabilities (unpaid bills
and the like):)
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Common RatiosCommon Ratios

If you deal in physical product, theny p y p ,
inventory turnover is an incredibly useful
number. It shows you how many times
your business’ inventory is sold and
replaced over a particular period:

9



Common RatiosCommon Ratios

Return on owner’s equity compares yourq y p y
net business income to the equity you’ve
invested in the business. It reveals how
much you’re making from your
investment:
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**Non‐Financial KPIsNon Financial KPIs

• Performance measures NOT related to dollarPerformance measures NOT related to dollar 
figures

• Non financial measures can be even more• Non‐financial measures can be even more 
important than the dollars sometimes

L b H– Labor Hours
– Machine Hours

l– Employee Turnover
– Customer Satisfaction Rate
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The Monitoring ProcessThe Monitoring Process

• How often?
• Which Ratios/KPI’s should I be focused on?
• Who should be involved?
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Taking the Next Steps…Taking the Next Steps…

• Industry ComparisonsIndustry Comparisons
• Professional Consulting

S T k– Success Track
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Questions?

Thank You for attending!
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