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1.Profitabilityratio

returnoncapitalemployed

ROCE=Profitbeforeinterestandtaxation*100

capitalemployed

ROCE=220,000*100

700,000

=16

b]Returnonequity

ROE/ROSE=PROFITAFTERTAXATIONANDPREFERENCEDIVIDEND*100

SHARECAPITALANDRESERVESEXCLUDINGPREFERENCESHARECAPITAL

112000*100

700000

=16

]Operatingprofitmargin=112,000*100112,000*100

2,000,000

=5.6

d]Grossprofitmargin=Grossprofit*100

Revenue/sales

500,000*100

2,000,000



=400

2.Liquidityratio

currentratio=Currentassets

Currentliabilities

760,000

700,000

=1.086

1.09

=11.09:1

LIQUIDITYRATIO=Currentasset-inventories

Currentliabilities

760,000-500,000=260,000 =0.37

700,000

3.Workingcapitalratio

Averagecollectionperiod=Tradereceivable*365days

Creditsales

200,000*365days

2,000,000

365=37days

Averagepayableperiod=Tradepayables*365

purchases



172,800*365days

1,080,000

=58days

c.inventoryTurnoverperiod=inventory*365

costofsales

500,000*365days

1,500,000

=122days

 ProfitabilityRatio

Ajanukuplc’sreturnoncapitalemployedandreturnonequityandgrossprofitmarginis

extremelyhigh.Theprofitmarginindicatesthatthebusinessismakingagoodprofit.

 Workingcapitalefficiencyratio

Theratioappearstobegoodbythegeneralstandardacceptableinventoryturnover

period.Whichmeansthatbecausebusinessinventoryturnoverperiodistoohigh,itwill

beinefficient.

 Liquidityratio

Thecurrentandthequick-acidtestratiosarewellbelowthestandardindustryaverages

thisimpliesthatAjanakuplcislowonliquidityresourcesorismanagingitsworking

capital.

 Comparison

Liquidityratioislowincomparisonwithaprofitableratio.Thelowertheliquidityratio

thelowertheprofitabilityrationinthesensethatthisbecauseAjanukuplcdoesn’thave

enoughcurrentassettocoveritsdebteventhoughtheymakeprofit.Theprofitwon’tbe

enoughbecausetheyhavetosetasidesomeasreserves.Liquidityratioislowin

comparisonwithworkingcapitalratiobecausetheliquidityisbelowstandardthe

industryresourcewhichaffectstheworkingcapitalbecauseithaslessliquidity

resourceswhichisunabletomakedebtpayments.

Thecurrentandthequick[acidtest]ratiosarewellbelowthestandardindustryaverages



thisimpliesthatAjanakuplciseithershortofliquidityresourcesorismanagingits

workingcapital.

Inconclusion,thereisastrongprofitbutthereareweaknessesinboththeliquidityand

workingcapitalefficiencyratio.Theseproblem needtobeattendedtoifthebusiness

wantstoremainstrongandgrow


