	Current Ratio = Current Assets/ Current Liabilities 
	
	
	1.89

	Current Assets
	
	
	
	
	
	
	238000

	Current Liabilities 
	
	
	
	
	
	
	126000

	
	
	
	
	
	
	
	
	

	Quick Ratio = Cash and Cash Equivalent/Current Liabilities
	
	0.42

	Cash and cash equivalents 
	
	
	
	
	
	53000

	Current liabilities 
	
	
	
	
	
	
	126000

	
	
	
	
	
	
	
	
	

	Debt to Net Worth Ratio = Total Outstanding Current and Long Term Debt/Net Worth 
	25.91

	Total outstanding debt
	
	
	
	
	
	285000

	Net worth 
	
	
	
	
	
	
	11000

	
	
	
	
	
	
	
	
	

	Gross Profit to Sales Ratio = Gross Profit/ Net Sales 
	
	
	0.34

	Gross profit 
	
	
	
	
	
	
	179000

	Net sales 
	
	
	
	
	
	
	526000

	
	
	
	
	
	
	
	
	

	Net Profit to Sales Ratio = Net Profit (Before or After Taxes)/ Net Sales 
	0.02

	Net profit
	
	
	
	
	
	
	
	10000

	Net sales 
	
	
	
	
	
	
	526000

	
	
	
	
	
	
	
	
	

	Return on Assets = Net Profit (Before or After Taxes)/ Total Assets 
	0.03

	Net profit (before or after taxes)
	
	
	
	
	10000

	Total assets 
	
	
	
	
	
	
	296000

	
	
	
	
	
	
	
	
	

	Sales to Inventory Ratio = Net Sales / Average Inventory
	2.84

	Net sales 
	
	
	
	
	
	
	526000

	Average inventory 
	
	
	
	
	
	
	185000

	
	
	
	
	
	
	
	
	

	Average Collection Period = Accounts Receivable / Net Sales 
	
	11.63

	Accounts receivable 
	
	
	
	
	
	17000

	Net sales 
	
	
	
	
	
	
	526000


Financial Ratio Calculations

Question 1
The retail business financial performance is way above the industry performance implying the business is in good financial status.  
Question 2 
The liquidity ratios imply that the company is in reasonable shape financially relative to the industry rates. Besides, the profitability of the business is way above the industry performance. 
Question 3 
The area that requires improvement is maximizing the retail business profit by minimizing costs. The business also does not optimally utilize its assets to generate profit. 



















