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 1 INTRODUCTION 

Financial analysis is an aspect of finance function that examines historical data to 

summarize information on the finances of a company, and gain some information about the 

current and future financial health of a company . The main goal is provide the information to 

company’ management to make decisions. 

The aim to analysis of P&G Company is to assess the financial performance of P&G 

Company, based on the data from 2007-2011. In addition, this financial analysis is to 

determine the viability of company operation. It will focus on P&G business and market 

sector and attempt to figure out or predict the P&G Company behaviors in the future. It also 

shows P&G Company’s trend, weakness and strengths. By analyzing these ratios, we can 

assess the influence on some major events, significant decisions and something about 

future development of the company. So finally we can make a better decision to get the 

sustainable development. 

The thesis make up of the three main parts. The first chapter discusses financial analysis 

methods which will be used latter in term of when the company will be analyzed. In this part, 

it will be introduced two ways, of common-size analysis that is used to analyze balance sheet 

income statement and cash flow of the company. By analyzing these statements, we can 

assess which parts are the main factors to influence these items.  

The second chapter describes profile of P&G Company. In this part, we can get some basic 

information about P&G Company including history, products classification, and company 

structure, and so on. Therefore, we can gain a general understanding about P&G Company. 

After the general understand of the methods and the company introduction, we analyze 

methods of financial analysis which are used on P&G financial data in third chapter. One of 

the most common ways of analyzing financial data is to calculate financial ratios. The ratios 

allow us to make a comparison of financial data over the period, so we can indicate some 

trends and differences about the company. Using this data analysis, we can forecast the 

development of the company in the future so as to take measures to avoid some 

negative influence.

http://www.answers.com/topic/financial-analysis##
app:ds:classification
http://www.investopedia.com/terms/f/financial-analysis.asp##
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2 DECRIPTION OF THE FININCIAL ANALYSIS 

METHODOLOG 

In this chapter, it will be specifically introduce the financial analysis methods. In the first 

part it will introduce the financial analysis simply, and the definition of financial analysis, the 

function of financial analysis for a company, and the source of information for financial 

analysis. In addition, it will explain some basic part like balance sheet, income statement and 

cash flow. The second part also the most important part, the specific methods of financial 

analysis, such as common-size analysis, financial ratio analysis, pyramidal decompositions 

and influence quantification.  

 

2.1 Goal of financial analysis 

Financial analysis is the process of selecting, evaluating and interpreting financial data. It is 

aim to formulate the assessment of the company’s present and future finical position. The 

goal of financial analysis is to use financial data to evaluate the current and past performance 

of a company and to assess its stability. 

There are two very significant skills about financial analysis. First, the analysis should be 

systematic and efficient. Secondly, the analysis allows the analyst to use the financial data to 

explore issues. Ratio analysis and common-size analysis are the two most commonly used 

financial tools. Ratio analysis is focuses on evaluating a firm’s product market performance 

and financial policies; common size analysis focuses on a company’s financial statement data 

and their change over the time. 

 

2.2 Financial analysis of a company 

The financial analysis of a company is a process of evaluating, selecting, interpreting 
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financial data, which along with some relative information. This analysis is in order to express 

an assessment of the company’s present and future economic condition. We can use financial 

analysis to evaluate the efficiency of a company’s operation, and its ability to manage the 

expense and its creditworthiness. The financial analysis is the attempt to understand the true 

face of a business operating results and financial position from the implications of the 

accounting data. It will provide a basic for decision, investor and creditors. 

Making the financial accounting system only selectively reflects the economic activity, and 

there will be a time lag for its confirmation of an economic activity. Coupled with the 

imperfections of accounting standards, the managers have the freedom to choose accounting 

methods. Although the audit can improve this situation to a certain extent, but the auditor can 

not absolutely guarantee the authenticity of financial statements. They only provide a 

reasonable basis to make the right decisions for users, so even if the audit can obtain the 

reservations of audit reports, financial statements, we can not completely avoid inappropriate. 

This makes financial analysis becomes particularly important. 

 

2.3 Source of information of financial analysis 

There are many sources of the financial analysis data. Company is the primary source of 

these data, which through its annual report and other information. The annual report will 

consist of the balance sheet, the income statement, the cash flow statement, and the share 

shareholders’ equity statement. In addition, we can find other useful information quite simple 

through financial statement. The other source information is economic data, such as the GDP 

(the gross domestic), PPI (the producer price index), and CPI (the consumer price index). 

These economic data we can use in assessing the performance of a company. If the companies 

want to evaluate their own retail outlets, the companies need financial data and also need 

information on consumer spending, producer prices, consumer prices and competition. 
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2.3.1 Balance sheet 

In financial accounting, a balance sheet is a summary of the financial balances of a basic 

mangement, a business partnership or a company. This financial statement named as a balance 

sheet because the two sides balance out. It means that a company has to pay for all the things 

that its own by either borrowing money or getting it from shareholders. The main types of 

assets are usually listed first and typically in order of liquidity. Assets are followed by the 

liabilities. The difference between the assets and the liabilities are known as equity or net 

worth and according to the accounting equation; net worth must equal assets minus liabilities. 

In balance sheet, it will summarize a company’s assets, liabilities and ownership equity as a 

specific date. This balance sheet partition gives investors an idea as to what is the company 

owns and owes, as well as the amount invested by the shareholders. Each of these three 

segments of the balance sheet will have many accounts within it and express the value of each. 

Accounts like cash, inventory and property are on the asset side of the balance sheet, while 

accounts such as accounts payable or long-term debt are on the liability side. But the exact 

accounts on a balance sheet will differ by company and by industry, so there is no one set 

model for the differences between different types of businesses. The balance sheet must 

follow the following formula:  

Assets = Liabilities + Shareholders' Equity.                                  (2.1) 

 

2.3.2 Income statement 

Income statement, which also referred to as profit and loss statement is a company's 

financial statement that indicates how the revenue is transformed into the net income. And 

this statement is a financial statement that measures a company's financial performance during 

a specific accounting period. Further more, it give a conclusion of how the business deals 

with its revenues and costs by way of both operating and non-operating financial activities, 

which assess the financial performance. It also shows the net profit or loss incurred over a 

specific fiscal period. It expresses the revenues at a specific period, and the cost or the 

http://en.wikipedia.org/wiki/Financial_accounting
http://en.wikipedia.org/wiki/Sole_proprietorship
http://en.wikipedia.org/wiki/Sole_proprietorship
http://en.wikipedia.org/wiki/Partnership
http://en.wikipedia.org/wiki/Company
http://en.wikipedia.org/wiki/Liquidity
http://en.wikipedia.org/wiki/Accounting_equation
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Liability_(financial_accounting)
http://en.wikipedia.org/wiki/Ownership_equity
http://en.wikipedia.org/wiki/Financial_statement
http://en.wikipedia.org/wiki/Revenue
http://en.wikipedia.org/wiki/Net_income
http://en.wikipedia.org/wiki/Cost
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expenses charged against these revenues, including write-offs and taxes.  

The aim of the income statement is to reveal that company’s management and investors 

whether the company earn or lost money over the fiscal period .the different between income 

statement and the balance sheet is that income statement represents a period of time and 

balance sheet represents a single moment in time. 

We can divide the income statement to two parts, the first part is the operating sections and 

the second part is non-operating sections. As a part of the income statement, operating 

activities deals with operating items. This part deposed information about revenues and costs, 

which show a direct result of the regular business operations. The non-operating item 

discloses revenue and expense information about activities that are not tied directly to a 

company's regular operations. 

 

2.3.3 Cash flow 

In the financial accounting, a cash flow statement, which also called statement of cash 

flows, is a financial statement that shows how changes in balance sheet accounts and income 

statement affect cash and cash equivalents, and use the analysis to operating, investing and 

financing activities. Apparently, the cash flow statement is concerned with the inflow of cash 

and outflow of cash in the operation. The cash flow statement is a cash basis of three types of 

financial activities: investing activities, operating activities and financing activities. The 

statement obtains both the current operating results and the changes in the balance sheet. As a 

useful financial tool, the cash flows statement is useful to determine the short-term ability of a 

company and the ability of money payment. 

The cash flow statement is different from the income statement and balance sheet because 

it does not include the amounts of future income and outflow cash. Hence, cash is different 

from the net income, which on the income statement and balance sheet. 

The cash flow statement have the capacity to change cash flows in future , and provide 

some information on a company's liquidity and solvency; and also provide additional 

information for evaluating changes in assets, liabilities and equity; improving the different 

http://en.wikipedia.org/wiki/Expense
http://en.wikipedia.org/wiki/Write-off
http://en.wikipedia.org/wiki/Tax
http://en.wikipedia.org/wiki/Management
http://en.wikipedia.org/wiki/Investor
http://en.wikipedia.org/wiki/Financial_accounting
http://en.wikipedia.org/wiki/Financial_statements
http://en.wikipedia.org/wiki/Balance_sheet
http://en.wikipedia.org/wiki/Cash_and_cash_equivalents
http://en.wikipedia.org/wiki/Accounting_methods#Cash_basis
http://en.wikipedia.org/wiki/Balance_sheet
http://www.investopedia.com/terms/n/netincome.asp
http://en.wikipedia.org/wiki/Cash_flow
http://en.wikipedia.org/wiki/Market_liquidity
http://en.wikipedia.org/wiki/Solvency
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company's operating performance through eliminating the influence on different accounting 

methods; indicating the amounts, timing and probability of future cash flows. In addition, the 

cash flow statement allows investors to understand how a company's operations are running, 

where its money is coming from and how this money spends. 

 

2.4 Common-size analysis 

Common- size analysis is the financial statement items using a common reference item that 

allows us to identify the trends and differences. This is an analysis of financial statements data 

and their changes over the time. There are two types of common-size analysis, first is vertical 

common-size analysis, which compare the accounts in a given period to a benchmark item in 

the same year. The second is horizontal common-size analysis, which we use accounts in a 

given year and analysis of the change in the proportion of selected benchmark. 

 

2.4.1 Horizontal common-size analysis 

In horizontal common-size analysis we should analyze two parts of problems, first is how 

many amounts of the financial statement data has changed over this period and second is how 

many proportion of this data change with a given period of benchmark. A horizontal analysis 

provides a way to compare the financial data from one period to the next, using financial 

statements from at least two different periods.  

The horizontal analysis will explain the absolute and relative changes. It is also take into 

account the economic environment changes, such as changes in capital market conditions, 

changes in input prices and so on. Horizontal analysis can be calculated using two formulas, 

the first express the absolute change and the second is relative change. 

The formula of absolute change is: 

XXX  01 .                                               (2.2) 

The formula of relative change is: 

http://en.wikipedia.org/wiki/Accounting_methods
http://en.wikipedia.org/wiki/Accounting_methods
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0X

X
.                                                       (2.3) 

1X  means financial item after the fiscal year, 0X  means financial item on the fiscal year. 

 

2.4.2 Vertical common-size analysis 

Vertical common-size analysis is the analysis of the change in the proportion of selected 

benchmark. A vertical common-size analysis measured as percentage shows the relationships 

among components of one financial statement. For example, on balance sheet, every asset is 

act as a percentage of total assets; every liability and equity item is act as a percentage of total 

liabilities and equity. On the income statement, each line item is shown as a percentage of net 

income. 

The main advantage of vertical common-size analysis is that it can easily compare with all 

balance sheets of management sizes. It also makes it easy to see the main changes within one 

financial operation. 

 

2.5 Financial ratio analysis 

Financial ratio analysis is the calculation and comparison of financial data in the form of 

financial ratios to assets the financial health of the company. And these financial ratios 

analysis are calculated from the financial data and market data and their relationship. 

Financial ratio can help us measure the financial strengths and weakness of a company. These 

financial ratios’ level and historical trends can be able to make some understand about a 

company’s financial situation and also its management and investment.  

These financial ratios can give a financial analyst a clear picture of a company's situation 

and the trends that are developing. A ratio has the ability to compare to other financial data 

and criterion. For example, a net profit margin is 20% of a company is meaningless by itself. 

If we know that the historical trend is increase, this would also be a good sign that 

management is make effective management policies and right strategies.  
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Financial ratio analysis divided the ratios into categories which tell us about the different 

part of a company's finances and operations. The groups of financial ratio as follow: 

Profitable ratios, which analyze the company’s ability to generate profit from invested 

capital. 

Liquidity ratios, which analyze company’s ability to meet its immediate and short-term 

debt. 

Solvency ratios, which measure the company’s ability to meet its long-term debt and 

generate the cash flow. 

Activity ratios, which measure the company’s efficiency about the assets usage. 

Market ratios, it based on financial and market data, such as EPS (earning per share), 

price-to-earnings ratio and dividend payout ratio. 

 

2.5.1 Profitable ratios 

For a company, profitability is most concerned part. Profitability ratios are frequently used 

tools of financial ratio analysis, which are used to measure the company's bottom line. 

Profitability is important to company managers and company owners. If investors want to put 

their own money into the company, the company’s owner should show the profitability to the 

equity investors. 

The profitable ratios measure the ability to generate profit from invested capital in the form 

of return during a fiscal period. It means that these ratios show a company's overall efficiency 

and performance. These ratios measure how well a company is operating by analyzing how 

profit was earned relative to its sales, total assets and net income. 

The profitability ratios can be divided into two types: margins and returns. Margins show 

the company's ability to transfer revenues into profits at different stages of measurement. 

Returns show the company's ability to measure the company’s total efficiency in generating 

returns to the company’s owner. 

 

Operating profit margin 
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Operating profit which is the same meaning with EBIT is found on the company's income 

statement. EBIT is earnings before interest and taxes. The operating profit margin focuses on 

EBIT as a percentage of sales. The operating profit margin ratio is a measure of total 

operating efficiency, combining all of the expenses of ordinary items of daily operating 

activity. The formula is as follow: 

 

revenues

EBIT
 margin profit Operating  .                                       (2.4) 

 

Net profit margin 

When investors just want to get a simple profitability ratio analysis, net profit margin is the 

most often margin ratio used for operating activities. The net profit margin shows how much 

revenue shows up as net income after all costs are paid. The net profit margin measures 

profitability that after consideration of all expenses, which including taxes, interest, and 

depreciation. The formula is as follow: 

 

venuesRe

EAT
margin profit Net  .                                           (2.5) 

 

Return on assets (ROA) 

The Return on Equity ratio is the most important of all the financial ratios to investors in 

the company. That is because this ratio is the key indicator of the profitability of a company. 

The Return on Assets ratio measures the efficiency about the asset management. It means that 

the company is managing its investment in assets and using these assets to generate profit. It 

measures the amount of profit earned relative to the company's level of investment in total 

assets. It matches the net income after taxes with the total assets used to earn such profits. 

Net Income comes from the income statement and total assets are taken from the balance 

sheet. In general, the higher the percentage of ROA will lead to the better company’s 

economic situation. Because it means the company is doing a good achievement using its 

assets to generate sales and has a healthy return on assets. The formula is as follow: 
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Assets

EAT
ROA  .                                                        (2.6) 

 

  Return on equity (ROE) 

One of the most important profitability ratios is return on equity (ROE). Return on equity 

indicated the accounting rate of return on the share holders’ investment. For return on equity, 

we want to know if the earnings available to the firm’s owners and common equity investors 

are attractive when compared to the return of owners of companies in each group. The ROE is 

useful for comparing the profitability of a company that of other firms in the same industry. 

The formula is as follow:  

Equity

EAT
ROE  .                                                        (2.7) 

 

2.5.2 Liquidity ratios 

Liquidity ratios are used to determine a company's ability to pay off its short-terms debts 

obligations. The liquidity ratios compares with cash and the assets which can be converted 

into cash within the year with the liabilities that is coming due and payable within the year. If 

the value is greater than 1.00, it means fully covered. A company's ability to turn short-term 

assets into cash to cover obligations is of the importance when creditors are looking for 

payment. Company’s managers frequently use the liquidity ratios to determine whether a 

company will be able to continue as a going concern. Generally, the higher the ratio’s value, 

the higher the ability that the company control to cover short-term debts. 

Liquidity ratios include the current ratio, the quick ratio and the cash ratio. Company’s 

management will use these ratios in different way to measure different economic situation. 

For example, the managements want to calculate the cash and cash equivalents which are the 

most liquid assets divided by short-term liabilities, and they think it would be used to cover 

short-term liabilities in an emergency. 
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Current ratio 

Current ratio, the asset in current ratio is current assets, and the debt is current liabilities in 

the balance sheet. Current ratio indicates a company’s liquidity, which measure by the liquid 

assets relative to the liquid liabilities. It expresses how quickly the short-term liabilities are 

covered by current assets. If the value is greater than 1.00, it means fully covered.  The 

formula is as follows:  

sliabilitie term-short

assets Current
ratio current  .                                      (2.8) 

 

Quick ratio 

Quick ratio (Acid-Test ratio) indicates a company’s liquidity, as measured by its liquid 

assets, excluding inventories, and relative to its current liabilities. The quick ratio is the result 

of dividing the total of current assets, other than stocks, by short-term borrowings. It shows 

the number of times short-term liabilities are covered by quick assets. If the value is greater 

than 1.00, it means fully covered. The formula is as follow: 

 

sliabilitie term-short

sreceivableinvestment marketable term- shortcash
ratio Quick


 .              (2.9) 

 

Cash ratio 

 The cash ratio is most commonly used as a measure of company liquidity. It can determine 

how quickly the company can repay its short-term liabilities. The cash ratio is generally 

indicates a company's ability to cover its liabilities than many other liquidity ratios. This is as 

the result of the fact that leave out short-term marketable investment and receivables of the 

formula. Since these two accounts are a large part in many companies, this ratio might not be 



 

 

 

15 

 

 

 

used to determine the company’s value, but it can ordinary as one factor to determine liquidity. 

The formula is as follow:  

 

sliabilitie term-short

sinvestment marketable term- shortcash
ratio cash


 .                      (2.10) 

2.5.3 Solvency ratios 

Solvency ratios are one of the tools used to measure the ability of a business to meet its 

long-term financial obligations. Solvency ratio measure a company's ability to meet long-term 

obligations. In addition, the solvency ratio measures the size of a company's income after-tax; 

excluding non-cash depreciation expenses, as compared to the company’s total debt 

obligations. It provides a measurement of how a company will be to continue meeting its debt 

obligations. Inventors and lenders often look closely at the solvency ratio as a means of 

evaluating the credit rating of a business and assessing the degree of default risk that is 

currently present. 

 

Debt-to-assets ratio 

The debt-to-assets ratio is a measure of the financial leverage of the company. It shows 

what percentage of the assets is financed by debt. We can see that the larger of this percentage, 

the greater the leverage and the greater the risk. Analyst and management often use financial 

statement ratios to compare one company to other company which is similar to them.  

One of a financial statement ratio is debt to asset ratio which is used to compare company 

financing. This ratio allows an investor to indicate which companies are more likely to be 

profitable. In addition, this ratio also allows management to determine which areas in the 

company need improvement to exceed competitor. The formula is as follow: 

assets total

debt total
ratio assets-to-debt  .                                       (2.11) 
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  Debt-to-Equity Ratio  

The Debt to Equity Ratio as a financial ratio indicated the relative proportion of 

shareholders' equity and debts used to finance a company's assets. The shareholders' funds 

finance the portion of a company's assets that are not financed by its debt. This ratio measures 

a company’s ability to borrow money safely over long-term periods. Debt is the company's 

total debt which including short term and long term obligations, and the equation is the total 

debt divided by the amount of owner's equity. The formula is as follow: 

equity total

debt total
ratioequity  -to -debt  .                                      (2.12) 

2.5.4 Activity ratios 

Activity ratios measure how well a company uses their assets. This assets efficiency 

utilization has a direct impact on liquidity. The most common asset accounts used are 

accounts receivable, inventory, and total assets. Activity ratios measure the efficiency of the 

company in using its resources. Most of companies want to try their best to turn their 

production into cash as fast as possible and then the company can earn the higher revenues. 

The company’s management usually performs fundamental analysis which used these activity 

ratios frequently among different companies. 

 

Inventory turnover 

If a company want to be profitable, it must be able to manage its inventory, because this 

amount of money invested that does not earn a return. The equation of Inventory turnover is 

the total the cost of goods sold divided by the cost of average inventory, and this ratio is the 

best inventory utilization measure. The formula is as follow: 

 

inventory average

 soldgoods of cost
turnoverinventory  .                                   (2.13) 

http://en.wikipedia.org/wiki/Financial_ratio
http://en.wikipedia.org/wiki/Shareholders%27_equity
http://en.wikipedia.org/wiki/Debt
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  Receivable turnover 

   The other activity ratio is receivables turnover ratio. This ratio indicates how efficiently a 

company uses its assets and shows how quickly a company collected money that they own. 

We can see that an accounting receivable measure usually quantify a company’s efficacy in 

extending credit and collecting debts. The equation of receivable turnover is revenues that 

company earn divided by the cost of average inventory. The formula is as follow: 

 

sreceivable average

revenue
turnover receivable  .                                 (2.14) 

 

Total assets turnover 

The total asset turnover represents the amount of revenue generated by a company as a 

result of its assets. The total asset turnover measures the return on each dollar invested in 

assets and is equal to the net sales, which divided by the average total assets. This equation is 

a basic formula for measuring how efficiently a company is operating. It shows how much 

revenue is generated for each dollar invested in assets. The formula is as follow: 

 

assets total

revenue
 turnover assets total  .                                        (2.15) 

 

2.5.5 Other ratios 

The other ratios are including earning per share (EPS), price-to-earnings ratio (P/E), and 

dividend payout ratio. These ratios also indicate P&G Company profitability. 

 

Earning per share (EPS) 

   Earning per share ratio (EPS) is one of the most important measures of a company’s 
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strength. EPS indicates a company's profitability. Generally, the higher this number, the more 

money the company is making. EPS is generally considered to be the independent part and the 

most important variable to determine a share's price. And the EPS is also a major part which 

used to calculate the price-to-earnings ratio. 

 Earning per share makes them to compare different companies’ ability to earn money. The 

higher the earnings per share, the higher each share should be worth. Obviously, EPS is a 

significant ratio, which as the viability of the business that according to the income it can 

generate. The formula is as follow:  

  

goutstandin  sharesof number

profit net
 EPS  .                                      (2.16) 

 

   Price-to-earnings ratio (P/E) 

Price-to-earnings ratio is a valuation ratio of a company's and the equation is current share 

price divided by its earning per-share. The P/E ratio shows the relationship between the share 

price and the company’s incomes and the P/E ratio can able to indicate what kinds of market 

want to pay for the company’s incomes. The higher the P/E the more the market is willing to 

pay for the company’s earnings. 

In a word, the investors are expecting higher earnings growth in the future according to a 

high P/E ratio. The investors think it is more useful to compare the P/E ratio of one company 

to other company in the same industry. The formula is as follow: 

 

EPS

paid price market
  ratio earnings-to-price  .                              (2.17) 

 

Dividend payout ratio 

The dividend payout ratio measures the percentage of a company's net income that is paid 

out to shareholders as dividends. The payout ratio provides an idea of how well earnings 

support the dividend payments. More mature companies tend to have a higher payout ratio. 

The dividend payout ratio focus on companies that have enough internal growth to give us 

http://investing-school.com/definition/net-income/
http://www.investinganswers.com/financial-dictionary/financial-statement-analysis/net-income-808
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those dividend increases that we expected.  

In addition, these dividend increases will help our portfolio income overcome the inflation 

over the period of time. The higher the dividend payout ratio, the less income are invested 

back into the business to create future growth. In the dividend growth strategy, the company’s 

managements look for companies that invest back into the business in order to create more 

growth that will allow for another increase in the dividend. The formula is as follow: 

 

profit net

paid dividend
 ratio payout dividend  .                                    (2.18) 

 

 

2.6 DuPont analysis (decomposition of ROE) 

 

We know that the return-on-equity (ROE) measure is widely used by investors to determine 

how companies use its money efficiently. There are two ways to calculate the ROE: the 

traditional way and the DuPont analysis. Under the traditional formula, the company’s net 

profit is divided by shareholder equity. As this approach fails to account for the effect of 

borrowed funds, the DuPont Analysis was developed to connect the use of debt to the 

outcome. 

DuPont analysis is a type of analysis that measure a company's Return on Equity (ROE), 

which breaking into three main components ratios: profit margin, asset turnover and financial 

leverage, as we see in Figure 2.1. Through decomposing the ROE into these three parts, 

investors can examine how effectively a company is using equity. To calculate a company's 

ROE through Du Pont analysis, multiply the profit margin (net income divided by revenues), 

asset turnover (revenues divided by assets) and financial leverage (total assets divided by 

shareholders' equity) together. And the higher the result, the higher the return on equity. The 

idea behind the DuPont Analysis is that companies demonstrate a higher ROE with minimal 

debt can expand but don’t need large capital outlays, and allow its owners to access cash 

http://www.investorwords.com/208/analysis.html
http://www.investorwords.com/992/company.html
http://www.investorwords.com/4248/Return_on_Equity.html
http://www.investorwords.com/4315/ROE.html
http://www.investorwords.com/3885/profit_margin.html
http://www.investorwords.com/291/asset_turnover.html
http://www.investorwords.com/2786/leverage.html
http://www.investorwords.com/2630/investor.html
http://www.investorwords.com/992/company.html
http://www.investorwords.com/1726/equity.html
http://www.investorwords.com/1967/firm.html
http://www.investorwords.com/10375/multiply.html
http://www.investorwords.com/3880/profit.html
http://www.investorwords.com/2944/margin.html
http://www.investorwords.com/3247/net_income.html
http://www.investorwords.com/4365/sales.html
http://www.investorwords.com/273/asset.html
http://www.investorwords.com/5094/turnover.html
http://www.investorwords.com/4363/sale.html
http://www.investorwords.com/273/asset.html
http://www.investorwords.com/6559/leveraging.html
http://www.investorwords.com/5975/total_assets.html
http://www.investorwords.com/4529/shareholders_equity.html
http://www.investorwords.com/7202/result.html
http://www.investorwords.com/4244/return.html
http://www.investorwords.com/1725/equities.html
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generated by running business. In other words, two companies can have the same ROE, but 

one will be much more efficient. 

tiplierEquity MulTurnover Asset Total MarginProfit  ROE   

Influence quantification is the other way to enables to analyze indicators, whose change 

have caused change in the basic ratio. There are some Methods for quantification of influence: 
methods of gradual changes; methods of decomposition with surplus; logarithmic 

decomposition method; functional decomposition method. 

 

Methods of gradual changes  

This methods enables to quantify the change in the basic ratio caused by change in the  

component ratio.The formula is: 

 030211 ,,a aaax   

 032112 ,,a aaax    

 312113
aaax ,,a                                                    (2.19) 

  Symbols: x – basic ratio, Δx – absolute change in the basic ratio, a – component ratio, 

Δa – absolute change in the component ratio. 

 

  Method of logarithmic decomposition 

This method used just one formula for the impact quatification regardless of how many 

component ratios have.This is the advantage of this method which compare with methods of 

gradual changes. The formula is: 

x
Iln

Iln
x

x

a

a
i

i
                                                     (2.20) 

Symbols: x – basic ratio, Δx – absolute change in the basic ratio, 
0

1

x

x
I x  - index of 

change in basic ratio, 
0

1

,

,

a
a

a
I  - index of change in component ratio. 
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  Figure 2.1  Decomposition of ROE 

 

 

 

At each stage, the formula can be further decomposed. The first stage is: Return on 

Equity (ROE) = Net Income (NI) /Equity or Return on Equity (ROE) = Return on Assets 

(ROA) x Financial Leverage (FLA). The second stage is: ROA = Net income (NI)/ Assets 

or ROA=NPM x Total asset turnover. The third stage is: NPM= 
Revenues

income Net
 

=
EBT

income Net
 x 

EBIT

EBT
 x

Revenues

EBIT
. EBT means earning before tax; EBIT means earning 

before interest and tax. It means that NPM = Gross profit margin x Tax burden x Interest 

burden. Financial leverage (FLA) is: Assets / Equity. 

  The DuPont model goes on to further decompose NPM as gross product margin, tax 

burden and effect of ‘non-operating items’, like interest burden etc. And at this stage, this 

formula gives a good basis for common size comparison with other companies in the 

industry. These formulas obtain the essence of operational efficiency in terms. How 

efficiently are they selling with respect to the assets we use to produce the product - 

directly related to revenue and number of products sold at a constant price.
1
 

                                                        
1 From the website http://amgstr.blogspot.com/2009/04/dupont-analysis.htm 
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3 FINANCIAL PROFILE OF P&G COMPANY 

 

In chapter 3, it will be introduced some financial profile of P&G Company. Firstly, it will 

be described the history and development about P&G. Secondly, it will be introduced the 

organizational structure and objective and future plan of P&G. Thirdly, it will be analyze some 

important item of P&G to explain the financial structure about P&G, which include vertical 

analysis and horizontal analysis.  

P&G’s founders William Procter who is a candle maker, and James Gamble who is a soap 

maker, emigrated from England and Ireland respectively. On October 31, 1837, Procter & 

Gamble was born.  

 

3.1 Introduction of P&G in the world 

 

Procter & Gamble (P&G) is a fortune 500 American multinational corporation that 

headquartered in downtown Cincinnati, Ohio and manufactures a wide range of consumer 

goods. P&G was funded in 1873, which is the one of the largest company in the world. 

P&G has operations in more than 80 countries, which more than 300 brand on market in 

160 countries. These brands include beauty care, household care and Gillette products. From 

this data we can see that P&G Company’s brands touch the lives of people around the world. 

  

3.2 Introduction of P&G in China 

  

Procter & Gamble entered Mainland China in 1988 by establishing its first joint venture - 

P&G (Guangzhou) Ltd. Greater China business includes Mainland China, which were 

established in 1988; Hong Kong, which were established in 1987; and Taiwan, which were 
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established in 1985. Headquartered in Guangzhou, P&G China currently has operations in 

Guangzhou, Beijing, Shanghai, Chengdu, Tianjin, Donguan and Nanping, and a technical 

center in Beijing. 

In 20 yeas, P&G has made remarkable achievements in following areas: building Leading 

Brands: P&G is the largest consumer products company in China, with annual sales of 2 

billion US dollars. Rejoice, Safeguard, Olay, Pampers, Tide and Gillette are currently No.1 

brands in China's hair care, personal cleansing, skin care, baby care, powder detergent and 

male grooming category respectively. 

First goal is registering strong business growth. P&G Greater China is one of the fastest 

growing markets in the world. It was reached No.2 position in volume and at the top five 

markets in value. 

Second goal is building a best-in-class organization. P&G China staff has grown rapidly 

with company business growth. More than 97% of P&G Chinese workforce is made up by 

Chinese nationals. P&G China exports more managerial staffs to other P&G markets than the 

other part. 

Third goal is committing to being a good corporate citizen. P&G has donated more than 80 

million Yuan (US$10 million) to a lot of charity institution in China, with Project Hope being 

the largest recipient of P&G corporate charity donations. 

 

3.3 History of P&G 

 

P&G’s founders William Procter who is a candle maker, and James Gamble who is a soap 

maker, emigrated from England and Ireland respectively. On October 31, 1837, Procter & 

Gamble was born.  

From 1858 to 1859, P&G Company’s sales amount reached 1 million dollars. Until then, 

there are about 80 employees worked for Procter & Gamble. During the American Civil War, 

the company won contracts to supply the Union Army with soap and candles. In addition, the 

increased profits experienced during the war, the military contracts introduced soldiers from 
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all over the country to Procter & Gamble's products.  

In the 1880s, Procter & Gamble began to produce a new product, which a cheap soap that 

floats in water. P&G Company called the soap Ivory. William Arnett Procter, William 

Procter's grandson, who began a profit-sharing program for the company's workforce in 1887. 

P&G Company moved into other countries, both in terms of manufacturing and product sales. 

This acquisition of the Thomas Hedley Co makes P&G Company becomes an international 

corporation in 1930, which is located in Newcastle upon Tyne, England. P&G Company 

maintained a strong link to the North East of England after this acquisition. A lot of new 

products and brand names were introduced during this time, and P&G Company began 

branching out into new areas. The company introduced "Tide" laundry detergent in 1946 and 

"Prell" shampoo in 1947. In 1955, P&G Company began selling the first toothpaste to contain 

fluoride, which known as "Crest". In 1957, P&G Company purchased Charmin Paper Mills 

and began manufacturing toilet paper and other paper products. In 1960, P&G Company 

began making "Downy" fabric softener to focus on laundry. In 1961, P&G company's 

"Pampers" which the first test-marketed was one of the most significant products to turn up on 

the market. Pampers provided a convenient alternative to babies, before these points 

disposable diapers were not popular for the baby, though Johnson& Johnson had developed a 

product called "Chux".  

In 2005, P&G announced an acquisition of Gillette, which form the largest consumer goods 

company and placing Unilever into second place. These added brands such as Gillette razors, 

Braun, Duracell, and Oral-B to their stable. P&G agreed to sell its Spin Brush 

battery-operated electric toothbrush business to Church & Dwight. It also divested Gillette's 

oral-care toothpaste line. The deodorant brands--Right Guard, Soft & Dri and Dry Idea, which 

were sold to Dial Corporation. The companies officially merged on October 1, 2005. Liquid 

Paper, Gillette's stationery and Paper Mate was sold to Newell Rubbermaid. P&G Company 

has the dominance which in many categories of consumer products and this dominance makes 

their brand management decisions worthy to learn. For instance, P&G's strategists have to 

account for the likelihood of one of their products match the sales of anther. 

On August 24, 2009, Warner Chilcott which is the Ireland-based pharmaceutical company 

announced that they had bought P&G's prescription business for 3.1 billion dollars. 

http://en.wikipedia.org/wiki/Right_Guard
http://en.wikipedia.org/w/index.php?title=Soft_%26_Dri&action=edit&redlink=1
http://en.wikipedia.org/wiki/Dial_Corporation
http://en.wikipedia.org/wiki/Liquid_Paper
http://en.wikipedia.org/wiki/Liquid_Paper
http://en.wikipedia.org/wiki/Paper_Mate
http://en.wikipedia.org/wiki/Newell_Rubbermaid
http://en.wikipedia.org/wiki/Brand_management
http://en.wikipedia.org/wiki/Warner_Chilcott
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In 2012, P&G sold its Pringles snack food business to Kellogg's. At that time, P&G exited 

the food business. Before this period, P&G had previously sold Jif peanut butter and Folgers 

coffee to Smucker Company use separate transactions.  

 

3.4 P&G Company organizational structure 

 

 The P&G Company is focused on providing branded consumer packaged goods. The 

Company’s products are sold in over 180 countries worldwide primarily through gather the  

merchandisers, grocery stores, membership club stores, and drug stores and in high-frequency 

stores, the neighborhood stores, which sell products to consumers in developing markets. 

In November 2008, the P&G Company finished its Coffee business divestiture through the 

merger of its Folgers coffee subsidiary into The J.M. Smucker Company. In 2009, P&G 

Company was organized into three Global Business Units: Beauty, Health and Well-Being, 

and Household Care. P&G Company had six business segments under United States 

Generally Accepted Accounting Principles: Beauty; Grooming; Health Care; Snacks and Pet 

Care; Fabric Care and Home Care, and Baby Care and Family Care.  

 

3.4.1 Industry Introduction 

The P&G Company is a diversified company about its product offerings. These consumers’ 

products range from Pringles chips to Olay facial care. P&G segments into three main groups: 

beauty, health & well-being and household care. Because they account for the majority of 

P&G Company’s net sales, Soap & Cleaning and Cosmetic & Beauty will be the focus of this 

part. 

 

Soap & Cleaning Compound Manufacturing 

This industry suffered from annual inflation adjusted revenue of $50.8 billion. There are 

three main segments in this kind of industry: households, commercial users and exports. 

http://en.wikipedia.org/wiki/Pringles
http://en.wikipedia.org/wiki/Kellogg%27s
http://en.wikipedia.org/wiki/Jif_peanut_butter
http://en.wikipedia.org/wiki/Folgers
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Households consist of 51% industry participants. The soap & cleaning manufacturing industry 

consist of many consumer products. This industry includes toothpaste, laundry detergent, 

blandishing, disinfectants, shoe polish, and some household cleaning agents.  

Innovation is a strength that has enabled soap and detergent manufacturers to maintain 

growth. Innovation will slow population growth, environmental awareness, and improve the      

regulatory pressure. Higher prices were generated most significant environmental friendly 

“green” products, which are continuing to expand the popularity. Wal-Mart has been pushing 

manufacturers to reduce the size of its packaging, so they have the motive power to make the 

industry greener. 

After the industry players rising prices nearly five years, retailers are expected to gradually 

press manufacturers for price rollbacks. Procter & Gamble was in the process of adopting a 

precise approach to lowering prices on about 10% of its portfolio of products. Lower prices 

will help to increase the number of items sold, keep products on the shelves of major retailers 

and compete with lower priced private label products. 

As regulation was concerned, the major regulating body is the Food and Drug 

Administration (FDA). The FDA managed and regulated the rules that is about manufacturing, 

oral products, and some soap products. Technically speaking, the soap products are took into 

account the cosmetics; hence, any “cosmetics” are under the jurisdiction of the FDA. 

 

Cosmetic & Beauty Products Manufacturing 

This industry is mainly concerned with preparing, mixing, and compounding and packaging 

toilet preparations. These toilet preparations include lots of items which are used on a daily 

basis such as lotions, creams, shaving preparations etc. 

Consisting of more than one thousand companies and marketing of over 20,000 cosmetics 

and toiletry brands, which have enjoyed stable growth over the past decade. 

Many market segments are currently close to or reach the saturation point (hair care and 

perfumes), while others have become crowded, such as the natural body-care segment. 

Although the brand has been partially offset by the development of new markets products 

such as cosmetics, anti-aging products, “male only” and “teen” products, these trends have 
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important influence for future industry growth.
2
 

 

3.4.2 Objective Introduction 

P&G is focused on strategies that we believe are right for the long-term health of the 

Company and will increase returns for our shareholders. In this part, the main sources are 

from P&G 2009 annual report.  

The Company’s long-term financial targets are as follow. The organic sales growth will 

reach of 4% to 6%. This is comprised of: – 3% to 4% of market growth, plus; – 1% to 2% of 

share growth; 0% to 1% of mix enhancement and white space expansion, plus; 1% of growth 

acceleration behind revenue synergies associated with the Gillette acquisition. And the 

operating margin expansion will reach of 50 to 75 basis points, plus. Diluted net earnings per 

share (EPS) growth reach of 10%. Free cash flow productivity reach of 90% or greater 

(defined as the ratio of operating cash flow less capital expenditures to net earnings). Capital 

spending should at or below 4% of net sales annually. 

In order to achieve these targets, P&G will focus on three primary areas. 

Grow its leading, global brands and core categories. P&G Company’s portfolio includes 23 

brands that generate over $1billion in annual sales and 20 brands that generate approximately 

$500 million or more in annual sales. Combination of these 43 brands, account for 85% or 

more of P&G Company’s sales and profits. These brands are for future innovations that will 

drive sales growth, expand categories of retail customers and differentiate the platform of the 

brands in the consumers. P&G Company’s core categories, Baby Care, Blades and Razors, 

Fabric Care, Family Care, Feminine Care, Home Care, Oral Care, Prestige Fragrances, Retail 

Hair Care and Skin Care, have opportunities for continued growth. P&G will focus on 

profitable share growth across all of its businesses and leverage its core strengths in 

innovation and brand-building. 

Build business with underserved and unserved consumers. P&G is increasing its presence 

in the developing markets, and its existence, of which 86% of the world’s population lives. 

                                                        
2 From website http://www.neeley.tcu.edu/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=9773 

http://www.neeley.tcu.edu/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=9773
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P&G will increase the amount of sales from these markets by focusing on affordability, access 

and awareness of its brands. P&G is expanding its distribution systems to reach more 

consumers through underserved retail channels, such as e-commerce and high frequency 

stores. And P&G Company is creating a broader and deeper product portfolio. P&G 

Company’s initiative pipeline has improved products that extend and strengthen its category 

and brand portfolios vertically and horizontally. 

Continue to grow and develop faster-growing, structurally attractive businesses with global 

leadership potential. P&G was continually optimized its portfolio of brands and businesses 

with an emphasis on opportunities in Beauty, Health Care and selective portfolio and 

geographic acquisitions in Household Care. P&G will also identify growth opportunities in 

services, in particular, businesses that can be franchised and expanded rapidly.
3
 

 

3.5 Common-size analyses of P&G 

 

Common-size analysis is statement about the financial items which use a common 

reference item allows us to identify the trends and the differences of these items. This 

common-size analysis can be divided two parts, which are vertical common-size analysis and 

horizontal common-size analysis. 

 

3.5.1 Horizontal analysis 

Horizontal common-size analysis is one of forms of the common size analysis, in which we 

use the amounts as the benchmark period and restate every account on follow period which as 

the proportion of basic periods same account. Horizontal analysis is the time series analysis 

which is using for analysis the trend and the growth in account over the period of time. We 

use horizontal analysis to analyze in term of profitability, investment and financing. And also 

we can use the percentage result to compare the companies by scale each account. For 

                                                        
3 From the P&G annual report 2009 
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example, we can analyze how profit margin was changed over the period by examining the 

net profit as the percentage of revenues over this period. In addition, we can also analyze how 

the company rely on the debt financing has changed over the fiscal year by examining the 

liabilities as a percentage of assets. Besides that, we can make a graph form to represent this 

information, which allow us to get more specified trend over the period. 

 

Figure 3.1  Horizontal common-size analyses (revenues and total assets) 

0.00

50,000.00

100,000.00

150,000.00

200,000.00

250,000.00

300,000.00

350,000.00

2007 2008 2009 2010 2011

fiscal year

am
on
ut
($
mi
ll
io
n) Total Assets

Total  Non-
current Assets

Total Current
Assets

 
  

In Figure 3.1 the years form 2007 to2011, the total assets fluctuation within a narrow range. 

Concretely the total current assets are decreasing from this period. And total assets and total 

non-current assets are increasing form 2007 to 2008; then decreasing from 2008 to 2010; but 

in 2011 increase to the level at the year of 2007. Because of the financial crisis in 2008, P&G 

assets are decreasing in this period. But not have big influence—increasing in 2011. 
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Figure 3.2    Revenues analysis of P&G 2007—2011 
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In Figure 3.2, in generally, the total revenue shows grow trend from 2007 to 2011. And 

have a little bit drops from 2008 to 2010. Up to 2011, total revenue grows for more than $ 80 

billion. 

The revenue transactions represent sales of inventory. The revenue expressed the net sales 

and other taxes that we collect represent governmental authorities. In the year of 2010, the 

revenue includes shipping cost and handling cost. P&G Company’s policy recognized revenue 

when they push off the products, and they make ownership and risk of loss transfer to the 

customer. A payment provision discounts and a product return allowance is recorded as a 

reduction of sales in the same time. 
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Figure 3.3    Absolute change of assets of P&G 2007—2011 
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  In Figure 3.3, we can see that the absolute change about assets part in each fiscal period. In 

term of the whole change of total assets, the chart shows that the total assets from 2007 to 

2011. We can see that the total assets has a sharp increase from 2010-2011 by 8.07% 

($11,011,000,000) and also increase from 2007-2008 by 2.73%.  

But from 2008-2009 and 2009-2010, the total assets have sharp decrease, receptively 

decreased by 5.73 % (-$8,848,000,000) and 6.23 % (-$9,064,000,000). The situation of 

decrease was impacted on the unstable external economic environment. Moreover, from 2009, 

P&G make a lot of innovation about the product and service, which have a reform. For 

example, the three GBUs developed its overall strategy for their brand.  

Besides that we can see that long term assets (fixed assets) not change too much during this 

period, which is almost constant over this period. In addition, we can see that non-current 

assets and current assets have the same trend with the total assets, which increase from 

2007-2008 and from 2010-2011, and decrease from 2008-2010. 
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Figure 3.4  Absolute change of liabilities and equity of P&G 2007—2011 
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   In Figure 3.4, it shows the absolute change of liabilities and equity from 2007 to 2011. 

From the chart we can see that total liabilities and the total equity has a same trend, which 

increase from 2007-2008 and from 2010-2011, and decrease from 2008-2010. Especially from 

2010-2011, we can see the total equity have the remarkable increase by 10.61%. One of the 

advantages of P&G is economic development start from 2010. And through repurchase P&G 

Company’s share, the shareholders can receive 7 billion dollars. According to P&G 

Company’s current market value, dividend, shareholder payback situation, they realize for 

their shareholders close to 7% cash yield. And also P&G Company created the potential for 

the capital appreciation. 

 From this chart, we can also see that the total current liabilities has a sharp decrease from 

2009-2010 by -21.42%, which compare with the period from 2008-2009. This liabilities 

account change most because P&G Company got rid of about 50% of its short term debts. 

Therefore the total liabilities and the total equity will match one for one. 
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Figure 3.5   Absolute change of income (profit) of P&G 2007—2011 
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In Figure 3.5, we can see that the absolute change of P&G Company about income items. 

We can see that both three items increased from 2007-2008, especially the net income. And 

from 2008-2009, we can see that just the net income increase while the operating income and 

income before tax was decreased. P&G Company has a better-than expected profit margin. 

Income from discontinued operations was also a pleasant surprise to P&G Company. 

From 2009-2010, there are totally different trend compared with the year in 2009. The 

operating income and the income before tax were increased in 2010. However, the net income 

decreases by 5.21%. It decreased because P&G Company did not have other income in 2010. 

Besides that, the income tax was higher than in 2009. From 2010-2011, operating income and 

the income before tax were changed not too much, and the net income continually decline in 

2011.  

 

3.5.2 Vertical analysis 

The vertical analysis is the most common analysis in the common-size analysis, which we 

can compare the amounts in the given period to the basic items in the same year. For instance, 

in the balance sheet we know that total asset is the basic item, so we can compare the other 

item which related to the total asset as a percentage of the total assets. We can compare these 



 

 

 

34 

 

 

 

proportions over this period of time and across the company’s industry as follow. We can 

compare the same company in different years that we can focus on the change in the 

composition of expenses over this period. And also we can compare the competitors’ vertical 

common-size statement at the same year to analyses the difference in the make up of the 

accounts for the similar companies. Besides that, we can compare the companies’ vertical 

common-size statements over this period to compare the shift in accounts over this time. 

 

Figure 3.6   Income statement of P&G 2007—2011 
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Figure 3.7   Common income statement of P&G 2007—2011 
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In Figure 3.7 we can see how the proportions changed over the years. The proportion of 
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cost of revenue increase in 2008, comparing with cost of revenue in 2007. Then decrease from 

2008 to 2010, and increasing in 2011. In generally, this proportion of revenue has growth 

trends. The proportions of total income tax are generally on a downward trend (5.5%—4.3%). 

The highest proportion of net income is appeared in 2009 (17.5%). The proportions of 

selling/general/administrative expenses not change too much over this period (more or less 

30%). In generally, we can see that it have the trend turning point in 2008 and 2009. This 

phenomenon has influence on financial crisis in 2008. 

 

Figure 3.8   Liabilities and equity of P&G 2007—2011 
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Figure 3.9   Percentage of assets 2007—2011 
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   In the Figure 3.9, we can see that the total liabilities that P&G Company used have the 

different fluctuation over this fiscal period. In 2008, P&G Company used the highest total 
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debts level during the fiscal period. While in 2010, they use the lowest level of total liabilities 

during this period. In addition, the total equity has the high level in 2007 and in 2008, and it 

has the lower level in 2009 and in 2010 and total equity increased in2011. 

Debt increased in 2008 primarily to fund their share repurchase plan. The total debt 

increased in 2011 mainly due to net debt issuances to fund general corporate purposes. Due to 

the commercial paper program, the current liabilities exceeded current assets. P&G Company 

support short-term liquidity and operating needs largely through cash generated from 

operations. And P&G Company utilize short- and long-term liabilities to fund items such as 

acquisitions and share repurchases. P&G Company maintain debt levels that consider 

appropriate condition after evaluating some factors. It include cash flow expectations, cash 

requirement about operation, investment and financing plans, which including acquisitions 

and share repurchase activities, and the total cost of capital. 

  

3.6 Statement of operating cash flow 

 

Operating cash flow indicates the primary source of funds to finance operating needs and 

capital expenditures. This cash is from operation of a company and business running. It's a 

good measure of a business's profits than earnings that a company can show positive net 

income. In addition, the operating cash flow can check the quality of a company’s income. If 

a company reports record income but get negative cash, it will be using some techniques to 

solve. Excess operating cash will be used to fund shareholder dividends. Others will be used 

include share repurchases and tack-on acquisitions to supplied their portfolio of brands. As 

necessary, they will offer operating cash flow with debt to invest these activities. The total 

cash position of the Company reflects their strong business results and a global cash 

management strategy which consider liquidity management, economic factors and tax. 
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Table 3.1  Statement of cash flow from operating activities 

Fiscal year 2007 2008 2009 2010 2011 

cash from operating 13,410.00 15,008.00 14,919.00 16,072.00 13,231.00 

Net income 10,340.00 12,057.00 13,436.00 12,736.00 11,797.00 

 

Figure 3.10  Statement of cash flow from operating activities 
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  In Figure 3.10, we can see that operating cash flow was increased in 2008, which compare 

with the year of 2007. Operating cash flow was $15 billion in 2008, an increase 18% over the 

prior year of 2007. The increase in operating cash flow resulted from higher net earnings and 

non-cash charges (depreciation and amortization, stock-based compensation and deferred 

income taxes). 

  In 2010, operating cash flow increased compared to 2009. Operating cash flow was $16.07 

billion in 2010, an 8% increase compare with the year of 2009. The increase in operating cash 

flow in 2010 was due to the reduction in working capital balances, and partly offset by a 

decrease in income compare to 2009. The net of accounts receivable, inventory, and accounts 

payable contributed $2.5 billion to operating cash flow in 2010 mainly due to an increase in 

accounts payable, accrued and other liabilities. Accounts payable, accrued and other liabilities 

increased primarily due to increased expenditures to support business growth, primarily 



 

 

 

38 

 

 

 

related to the increased marketing investments. Accounts receivable days were down year 

over year due mainly to the global pharmaceuticals divestiture and improved collection efforts. 

Inventory contributed to operating cash flow despite growth in the business from a reduction 

in days on hand primarily due to inventory management improvement efforts. 

Operating cash flow was $13.2 billion in 2011, an 18% decrease compare with the year of 

2010. The net of accounts receivable, inventory and accounts payable consumed $569 million 

of operating cash flow in 2011 mainly due to increases in inventories and accounts 

receivables. Other operating assets and liabilities were also a significant use of operating cash 

flow due primarily to net reductions in reserves for uncertain tax positions and an increase in 

the amount of value added taxes due from various governmental authorities. In the prior year, 

working capital was a net source of cash. 

  In both 2010 and 2009, net income has been greater than the cash flows provided for the 

operating activities. Net income decreased in 2011 mainly due to the impact of the gain on the 

divestiture of the global pharmaceuticals business in the prior year. In 2010, net income was 

declined due to the loss of contribution from the pharmaceuticals business divested in 2009 

and coffee business divested in 2008 and lower gains on the sale of discontinued operations.
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4 FINANCIAL ANALYSIS OF P&G COMPANY 

   

   In chapter four, it will be introduced some ratios about P&G company, in which 

emphasize the profitable in P&G Company.  

Firstly, it will be showed some analysis about the profitability ratios like gross profit 

margin, net profit margin, and return on asset (ROA) and return on equity (ROE). In term of 

profit margin, and this makes up a company’s income and are usually expressed as a portion 

of each dollar of revenues. Gross profit margin=gross profit /total revenues. This ratio is 

indicated how much of every dollar of revenues is left after the cost of goods sold. Net profit 

margin=net income/total revenue. This ratio indicated that how much of each dollar of 

revenue is left over after all costs and expenses.  

If we want to use effective way to calculate the profitability, the easy and clear form is to 

calculate the ROA. In balance sheet it will consider the total asset and net asset. It was judged 

by the related net profit and act as the resource utilities in the whole company or any part of it. 

The relationship between asset and profit is quite common part to get the profitability analysis. 

The net asset also used in this part, which are also called the capitalization of the company. 

The net asset represented the total asset supported by the equity and long time debt, see 

formula (2.5). 

The next ratio is ROE, which the most common ratio measure the return on owners’ 

investment. Using this ratio we want to know if the earning available to the company’s owner 

or common equity investors is attractive when compared to the returns of companies in the 

peer group. ROE is very widely statistic in the company, and you can find this statistic from 

public magazine and some annual report. This ratio is supported by stock market analysis and 

focuses on the ownership portion of the capital structure, see formula (2.6). 

Secondly, the ratios are liquidity ratios, which provide a measure of a company’s ability to 

generate cash to meet its immediate needs. First one is current ratio, see formula (2.8). This 

ratio measure a company’s ability to satisfy its current liabilities with its current assets. The 
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second one is Quick ratio, see formula (2.9). This ratio indicated a company’s ability to satisfy 

current liabilities with its most liquid assets. The third one is cash ratio, see formula (2.10). 

This ratio measure the company’s ability to meet its current obligations with just the cash and 

cash equivalent on hand. About the liquidity ratio, it indicated that the larger these liquidity 

ratios are, the better the ability of the company to satisfy it immediate obligation. 

Thirdly, there are some other ratios to analyze P&G Company’s profitability. Such as 

diluted EPS including extraordinary items, which provides a view about business trend; 

growth rate, which indicates the company’s percentage; free cash flow productivity, which 

identifies the senior management. 

 

4. 1 Ratio analysis 

 

Financial ratios help us to understand and identify some of financial process and weakness 

of P&G Company. From these data firstly it will be analyzed the trend of these ratios, and 

compared the ratio of P&G Company with of those other company. Besides that, we also can 

indicate that if P&G Company has good management or not. Using these ratio analysis P&G 

Company can decide the plan and do some good management. So ratio analysis is very 

important part for decision-making of P&G. 

 

4.1.1 Profitable ratios of P&G 

  Each company is most concerned with its profitability. The profitable ratio is most 

frequently used tool of financial analysis, which are determine the company’s button line. In 

addition, profitable ratio show a company overall efficiency and performance. We can divide 

profitable ratio into two types: margins and return. Margin ratios represent the company’s 

ability to translate sales into profits at various stage of measurement. Return ratios represent 

the company’s ability to measure the overall efficiency of the company in generating return 

for its shareholder.  
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Gross profit margin 

The gross profit margin looks at cost of good sold as percentage of sales. This ratio shows 

how well a company controls the cost of inventory and the manufactory of its products and 

subsequently passes on the cost to its customer. The larger the gross profit margin, the better 

of the company and see formula (2.4). 

  Gross profit margin is the difference between sales and the cost of goods divided by 

revenues. It expresses the relationship between gross profit (sales - cost of goods sold) and 

sales revenues. It means that the gross profit margin represents the percentage of each dollar 

of a company's revenue that is available to cover fixed costs after paying for the goods or 

services that were sold.  

 

Table 4.1   Gross profit margin of P&G 2007—2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Gross profit margin 0.512 0.505 0.496 0.52 0.506 

 

Figure 4.1   Gross profit margin of P&G 2007—2011 
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From the Table 4.1, we can see that the gross profit margin was decreased from 2007 to 

2009, and then this ratio was increased from 2009 to 2010. In 2009, this ratio has the negative 

effect on financial crisis in 2008; the gross profit margin is just 49.6%, lower than 50%. But it 



 

 

 

42 

 

 

 

had an increasing trend from 2010, increased to 52% in 2010. That is because there are some 

saving cost on manufacturing industry and logistic industry. Besides that there is some lower 

energy sources and commodity cost in 2010. The main reason why gross profit margin was 

increased in 2010 is the lower lost in different items. In addition, rise in price also increased 

the gross profit margin, even though there is an unfavorable exchange rate and some problem 

of product structure. 

 

 Net profit margin 

 Net profit margin is the most important margin ratio used for operating activities, when 

investors want to get a simple profitability ratio analysis. The net profit margin indicated how 

much revenue showed up as net income after all costs are paid. We can see formula (2.5). In 

addition, the net profit margin measures profitability that after consideration of all expenses 

and costs, which including taxes, interest and depreciation, etc. 

 

Table 4.2   Net profit margin of P&G 2007—2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Net profit margin 0.143 0.152 0.175 0.161 0.143 

 

Figure 4.2   Net profit margin of P&G 2007—2011  

0

0.05

0.1

0.15

0.2

2007 2008 2009 2010 2011

fiscal year

ma
rg
in net profit margin

 

 



 

 

 

43 

 

 

 

In Figure 4.2, we can see that the net profit margin was increased from 2007 to 2009, and 

decreased from 2009 to 2011. In 2010, the net profit margin decreased because the net income 

shows decreased as the result of the higher income tax. In 2011, net income from discontinued 

operations declined due to the gains on the sale of the pharmaceutical business in the prior 

year. In 2009, we knew that the net profit margin reached the highest level in this fiscal period. 

For P&G Company, it is significant to retain a higher net profit margin and attempt to increase 

the equity multiplier which is difficult to change total asset turnover. 

 

  Return on assets 

Return On Assets – ROA show how profitable a company is relative to its total assets. And 

show how efficient management is at using its assets to generate income.  In addition, the 

ROA gives investors an idea of how effectively the company to convert the money into net 

income. ROA Calculated by dividing a company's annual revenues by its total assets, ROA is 

express as a percentage. Sometimes this is also referred to as "return on investment", see 

formula (2.7). 

  The assets of the company are comprised of both debt and equity. These two types of items 

are used to fund the operations of the P&G Company. And the higher the ROA number, the 

better company’s economic situation. That is because the company can earn more money on 

less investment. When we really think about it, the company’s management wants to make a 

lot of wise choices in allocating its resources.  

 

Table 4.3   Return on assets of P&G 2007--2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Net Income 11340 12075 13436 12736 11797 

Total Assets 150199 154290 145450 136386 147397 

Return on assets(ROA) 6.88% 7.83% 9.24% 9.34% 8.00% 
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Figure 4.3   Return on assets of P&G 2007—2011 
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  In generally, return on asset was increased over this period in Figure 4.3. It indicated that 

P&G have high capacity, which uses all economic resource to obtain the benefits. In other 

words, P&G kept the high profitability. Behind this high return on assets are the strong 

innovation plan and marketing investment. In addition, P&G Company gradually expand 

market share. All of these have a positive significant in improving the utilization ratio of 

resource and the economic benefit. 

  To be specific, we can see that the ROA was increased from 2007 to 2009, and decreased 

from 2009 to 2011. Why ROA decreased in 2010? It Will be described another analysis —

DuPont analysis, which shows other formula: ROA= net profit margin×total asset turnover. 

This formula can directly show what is influencing factor in ROA. Total asset turnover is the 

ratio of revenue of total assets. This ratio indicates the extent to which the investment in total 

asset results in revenue, see formula (2.15). 
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Figure 4.4   Influencing factor of ROA 2007—2011 

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

70.00%

2007 2008 2009 2010 2011

fiscal year

re
tu
rn
 o
r 
ma
rg
in

ROA

net profit margin

total asset turnover

 

 

Taking a look over this period, 2007—2011, as shown in Figure 4.4, we can see that the net 

profit margin is the primary driver of return on assets. In 2010, the return on assets declined, 

along with net profit margin, despite an increasing total asset turnover. From 2009, net profit 

margin declined, that is because of the financial crisis, which lead to the cost of product 

increased at the same time market share was shrinking. This situation not keeps very long 

time and it not drop a lot. 

 

Return on equity (ROE) 

ROE is the amount of net profit returned as a percentage of equity.  Return on 

equity measures a company's profitability by expressed how much profit a company 

generates with the money that the shareholders have invested, see formula (2.7). In addition, 

the ROE is very useful to make a cooperation with the competitive companies which of them 

in the same industry. 

In this part, I want to use a logarithmic decomposition method enable to analyze indicators, 

whose change have cause change in the basic ratio, see the formula (2.20). According to 

DuPont analysis, it is an expression that breaks return on equity (ROE) down into three parts: 

profit margin, total asset turnover and financial leverage. It means that ROE is affected 

by three items: Operating efficiency, which is measured by profit margin; Asset use efficiency, 

which is measured by total asset turnover; financial leverage, which is measured by the equity 
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multiplier. 

Besides that, it will be used the method of financial analysis: influence quantification, 

which indicated how quantify the component ratio contributed to the change in basic ratio at 

most. In these four methods of quantification of influence, it will be selected logarithmic 

decomposition method to analyze whose change has caused change in the basic ratio---ROE. 

ROE = Profit Margin × Total Asset Turnover ×financial leverage  

 

 

Table 4.4   Return on equity of P&G Company 2007—2011 

Fiscal year of ending June30 2007 2008 2009 2010 2011 

Net Income(net profit) 10,340 12,075 13,436 12,736 11,797 

Total Equity 78,945 79,796 73,716 69,329 76,683 

ROE 13.10% 15.13% 18.23% 18.37% 15.38% 

 

Figure 4.5   Return on equity of P&G Company 2007—2011 
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  In Figure 4.5, we can see that return on equity was increased from 2007 to 2010, but 
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dropped a lot in 2011 (15.38%). This is the main trend about return on equity. In 2010, ROE 

have the highest value (18.37%). From this value we can see that P&G Company have a 

robust return on equity during financial crisis. It means that P&G Company can deliver a 

stable return on equity and steady earning grows during this period, even if economic 

condition was not very good on that period. A strong return on equity indicated that P&G 

Company can sustain its competitive advantage and earning growth. Although the ROE was 

decreased in 2011, the percentage of value still higher than 15%. 

  In Table 4.4, we can see that not only the net profit increased, but also increase in equity 

through improve the productivity. The increasing equity is due to the accumulation of the 

profit during this period (2007—2009). In the year 2011, it brought change on return on 

equity, which reduced by about 3%, and it because of decreasing net profit and increasing 

equity. In addition, increasing cost of product lead to the net profit decreased in 2011. 

 

Table 4.5   Influence quantification of ROE decompositions 2007—2011 

Logarithmic method 2007-2008 2008-2009 2009-2010 2010-2011 

Net profit margin 
0.9% 2.3% -1.5% -2.0% 

Asset turnover 
0.9% 0.5% 1.7% -0.6% 

Financial leverage 
0.2% 0.3% 0.0% -0.4% 

ROE  
2% 3.1% 0.2% -3% 

 

In this method, ROE as basic ratio, and net profit margin, asset turnover, financial leverage 

as component ratios.   

Table 4.5 describes the decomposition of ROE by gradual changes in the fiscal periods. In 

Table 4.5, we can see net profit margin change will have big influence on return on equity 

change in the period of 2007—2008 and 2008—2009. During the period from 2007 to 2009, 

we have already known the net profit margin was increased. So we can see the ROE was 
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increased during this period. Because net profit margin is equal to net income divided by 

revenues, the net income is the key factor whose impact the ROE. 

During the period of 2009—2010, we can see that asset turnover have big impact on ROE 

(1.7%). So the ROE was increased, despite the negative effect on the net profit margin. And 

financial leverage shows the least impact on return on equity, which compare with net profit 

margin and asset turnover. 

In the years 2010—2011, both these three component ratios have the negative impact, 

which lead to the ROE reduced. Although P&G Company sought to increase their 

performance, but costs grew disproportionately. Therefore, incomes were negative. For assets 

turnover, it had an adverse effect on ROE. P&G Company should make better use of their 

property. 

 

4.1.2 Liquidity ratio of P&G 

Liquidity ratio is one type of the financial ratio, which can answer some question about the 

companies’ operation. There are two way to approach the liquidity problem. Firstly, we can 

analyze the company’s asset which are relatively liquid in nature and compare with liabilities 

in this term. Secondly, we can analyze how quickly the company liquid assets. It means how 

quickly this asset can convert into cash.  

 

Current ratio  

The first way is to compare cash and assets which should be convert into cash over this 

period with the liabilities which is payable during this period. So we should measure the 

current ratio to estimate P&G Company’s relative liquidity, see formula (2.8). 
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Table 4.6   Current ratio in P&G 2007—2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Current ratio 1.18 1.12 1.05 1.11 1.14 

Total current assets 36,216 34,817 32,522 26,996 31,013 

Total current liabilities 30,717 30,958 30,901 24,282 27,293 

 

Figure 4.6   Current ratio of P&G 2007—2011 
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In Figure 4.6 the current ratio has decreasing trend from 2007 to 2009 and the ratio is 

bigger than one. It means that P&G Company have enough ability to repay the short-term 

debt. But simultaneously shows that P&G have too much cash and account receivable.  

In 2009, we can see that the current ratio is lowest over this period—1.05times. That is 

because of the excessive inventory. In 2010, the government enact Medical security act and 

reduce the tax about this. It makes company’s deferred income tax dramatically reduce. But 

P&G repaid the debt which maturity dates in one year in 2010. It lead to the current debts 

reduce dramatically. 

 

Quick ratio 

Current assets have three elements include cash, account receivable and inventories. The 

quick ratio measures the liquid excluding the inventories, which is the least liquid of the 
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current assets, see formula (2.9). 

 

Table4.7      Quick ratio in P&G 2007—2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Quick ratio 0.45 0.40 0.38 0.38 0.37 

  

Figure 4.7   Quick ratio of P&G 2007—2011 
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From the Figure 4.7 we can see that the quick ratios were decreased over this period. But 

not too much, generally stable in this period. It means that P&G have a stable short-term debt 

paying ability. And in Table 4.6 we can see that current liabilities were decreased from 2009 

to 2010, while in table 4.7 the quick ratio almost the same. It means that the liquid asset also 

drop in the same level in 2010. The quick ratio of P&G in 2009 is 0.38 (industry ratio: 0.7). It 

shows us the ratio of the company and the industry come much closer when the inventory was 

subtracted from current assets. 

 

Cash ratio 

  The cash ratio is most commonly used as a measure of the company liquidity. It determines 

how quickly the company can repay the short-term liabilities. This ratio is generally more 

conservative look at company ability to cover its abilities than other liquidity ratios. This is 

due to the fact that the inventory and the accounts receivable are left out of the equation. So 
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this ratio was not used in company value, but simply as one factor in determining liquidity, 

and see formula (2.10). 

 

Table4.8   Cash ratio in P&G 2007—2011 

Fiscal year of Ending June30 2007 2008 2009 2010 2011 

Cash ratio 0.18 0.11 0.15 0.12 0.1 

 

Figure 4.8   Cash ratio of P&G 2007—2011 
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The normal level of cash ratio is 20%, while P&G cash ratios are lower than 20% over this 

period. It indicated that P&G Company’s ability of the cash necessary to pay its short-term 

liabilities was receded. In Table 4.8, only in 2007 the cash ratio is near this level; in 2009 this 

ratio is 15%, in 2010 this ratio is 12%, the cash ratio is three percent lower, mainly balanced. 

Because the asset about the cash was greatly decreased, and more than current liabilities 

reduce speed. P&G rely on the non-cash item to increase operating cash flow end of term. 

And the cash ratio is lowest in 2011 (10%). 

 

4.1.3 Ratios of P&G 

Besides profitability ratios and liquidity ratios, there are some other financial ratios based 
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on financial and market data. These ratios are diluted EPS including extraordinary items, 

growth ratio and free cash flow productivity. 

 

  Diluted EPS Including Extraordinary Items 

The Earning per share (EPS) measure provides an important view of underlying business 

trends, and provides a more comparable measure of year-on-year earnings per share growth. 

EPS is also one of the measures used to evaluate senior management and it is a factor which 

determines their at-risk compensation. 

 

Figure 4.9  Diluted EPS including extraordinary items of P&G 2007—2011 

 

Table 4.9      Relative change of EPS 2007—2011 

Fiscal period 2007-2008 2008-2009 2009-2010 2010-2011 

Relative change of EPS 19.74% 17.03% -3.52% 4.38% 
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Figure 4.10   Relative change of EPS of P&G 2007—2011 
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In Figure 4.10, the diluted EPS were increased from 2007 to 2009, and decreased from 

2009 to 2011. EPS increased 17% in 2009, and this benefit is from selling Folgers business. In 

2010, on Table 4.9 we can see that the EPS was decreased 3.52%. The main reason is 

termination of operations lead to lower profit. But the part of continued operations high profit 

and the weighted average share maintain reduce offsets some decreasing level. 

P&G Company have a significant benefit in 2011 from the settlement of U.S. tax litigation 

primarily related to the valuation of technology donations. In 2010, the charge related to a tax 

provision for healthcare reform legislation, and incremental restructuring charges in 2009 to 

offset dilution caused by the Folgers divestiture. In 2011 and 2010, the charge related to 

pending European legal matters.  

 

  Growth rate 

Growth rate generally indicated a company's percentage change in either earnings per share 

or income over a given fiscal period. It was applied to sectors to show how fast or slow 

growth is occurring, using in percentage terms. 

  A growth rate tells investors how quickly a stock, economy, or other investment sector is 

growing. High growth rate might indicate a good way to put into your money, which could 

mean parallel growth in your holdings.  

 

 

http://wiki.fool.com/Earnings_per_share
http://wiki.fool.com/Revenue
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Figure 4.11   Relative change about income part 2007—2011 
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Table 4.10   Operating income (relative change) of P&G 2007—2011 

Fiscal period 2007-2008 2008-2009 2009-2010 2010-2011 

Relative change 10.31% -3.79% 4.21% -1.27% 

 

From Figure 4.11 and Table 4.10, we can see that the growth rate in operating income is 

10.31% in 2008 compared with the number in 2007. But in 2009 and 2011, the operating 

income was decreased, so the growth rate was negative value. In 2010, this growth rate 

increased 80% — up to 4.21%. Because the net sale was increased and cost of sale decreased. 

P&G has a good market prospect, because of the higher gross profit in 2010. But the product 

sale rise is faster than the expansion of the assets. It may lead to the condition that lack of 

capital. 

 

Table 4.11   Net income growth rate (relative change) of P&G 2007—2011 

Fiscal period 2007-2008 2008-2009 2009-2010 2010-2011 

Relative change 16.78% 11.27% - 5.21% -7.37% 
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From Table 4.11, we can see that the net income growth rates were decreased over this 

period, especially in 2010. The net income is about 12.7 billion dollars, decreased 5% 

compare with previous year. So the net income growth rate was decreased. This decline was 

result from stop operating business. Net income reduced one billion dollars in 2010. The main 

reason is the exploitation of pharmacy business in 2009 and coffee business in 2008, along 

with low income in term of termination of operating business sale. 

 

  Free cash flow productivity  

Free cash flow productivity is defined as the ratio of free cash flow to net income. P&G 

Company's long-term target is to generate free cash above 90% of net income. Free cash flow 

is also one of the measures to identify senior management. We can see free cash flow as an 

important measure because it is one factor impacting the amount of cash available of 

dividends and investment.  

income net

flow cash
ratio flow Cash  .                                     (2.19) 

 

Table4.12   Free cash flow productivity of P&G 2007—2011 

Fiscal year of Ending 

June30 

2007 2008 2009 2010 2011 

Free cash flow productivity 101% 99% 87% 102% 84% 

Free cash flow 10,465.00 11,962.00 11,681.00 13,005.00 9,925.00 

 

Free cash flow productivity is shows that how company measure the free cash flow. From 

Table 4.12, we can see that free cash flow was increased from 2007 to 2010 (10 billion dollars 

to 13 billion dollars). But this value was decreased in 2011, even lower than 10 billion dollars. 

In 2008, free cash flow was almost $12.0 billion, compared to $10.5 billion in 2007. Free 

cash flow increased as a result of higher operating cash flow. Free cash flow productivity was 

99% in 2008, which ahead of P&G Company’s 90% target. Free cash flow was $11.7 billion 

in 2009, which compared to $12.0 billion in 2008. Free cash flow decreased as a result of 
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higher capital spending and lower operating cash flow. The free cash flow was $13 billion in 

2010, which the highest value over this period. It increased 11% compare with previous year. 

The main reason is the cash flow operating activities increased and capital expenditure 

decreased. Free cash flow productivity, defined as the ratio of free cash flow to net earnings, 

was 87% in 2009, which is below our 90% target. It primarily due to the gain on the Folgers 

coffee transaction which lowered productivity by approximately 15% because the gain is 

included in net earnings but had no impact on operating cash flow. And free cash flow 

productivity is 102% in 2010. The main reason is that P&G Company got the market share 

from the world medical market, which leads to the net profit increased. 

 

4.2 Summary 

 

In chapter 4, firstly, the main introduction is ratio analysis, which emphasizes profitability 

ratios and liquidity ratios. From the graphs and tables description, we have obtained the 

necessary data to analyze P&G Company.  

First, the liquidity ratios analyze how quickly the P&G Company liquid assets. From the 

statistics, both of these liquidity ratios have big change in 2010. For current ratio, there is 

increasing trend in 2010, which is because of the government policy: the government enact 

medical security act and reduce the tax, P&G company repaid the debt quickly and make the 

debts reduce dramatically; for the other two ratios, there is the decreasing trend in 2010, 

which is because of decreasing the assets about cash.  

Second, the profitable ratios analyze P&G Company’s ability to translate sales into profits 

at different stage of measurement. The net profit margin has decreasing trend in 2010, which 

is because of the higher income tax. We can see that both ROA and ROE have change in 2009 

and 2010. From 2007 to 2009 there still the increase trend, while from 2009 or 2010, this 

increase trend have different trend. That is because of the whole economic situation, the 

financial crisis in 2008 in the world. This bad situation of economic have a little bad influence 

on return on assets. So it has some fluctuation during this special period.  
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The other ratios, earning per share (EPS) was decreased in 2010, which is because the 

termination of operation leads to lower profit. Third, the growth rates show the main growth 

of P&G Company in different items. The net income growth rates were decreased in 2010, 

which is because of the stop operating business in this period. Fourth, the free cash flow 

productivity, which is the measurement to identify the P&G company senior management. 

The free cash flow was decreased in 2011, while increased from 2007 to 2010. The increasing 

trend is because increasing cash flow activities and decreasing capital expenditure. 

In a word, the financial analysis in 2009 and 2010 have a lot of change compared with 

other fiscal period. And the major items of P&G Company mainly got the negative impact on 

this fiscal period.



 

 

 

58 

 

 

 

5 CONCLUSION 

In this thesis, the topic is financial analysis of P&G Company, so the emphasis is the 

financial analysis.  Financial analysis of P&G Company financial relevant information as the 

main basis for evaluation and analysis of P&G Company financial position and business 

results. And it reflect on the advantages and disadvantages in the business process and the 

development trend of economic decision-making in order to improve P&G Company 

financial management and optimization, which provide important financial information. 

The aim was to assess the P&G Company which selected by the common-size analysis, 

interpreting the result of the financial ratios such as profitability ratio, liquidity ratios and so 

on. And use some financial methods like DuPont analysis and pyramidal decomposition to 

analysis the main items that have influence on the financial situation. Other part was devoted 

to description of the P&G Company, which including the current state and the future 

development possibility. Through the information about the annual report and websites of 

P&G Company, we could characterize the P&G Company and described by the horizontal 

and vertical analysis and the ratios analysis. It was chose by the term of five year from 2007 

to 2011 for comparability.  

 For horizontal analysis, the total assets have the stable level during the fiscal period, and 

still occupied the large amount of money. For the absolute change of the liabilities and equity, 

we can see that total liabilities have big proportion change from 2009-2010 and 2010-2011. 

The total equity have remarkable increase from 2010-2011. It through that repurchases the 

P&G Company’s share. For the absolute change of income, we can indicated the net income 

increased in the period from 2007-2009, while decreased in the period from2009-2011. The 

average level of net income is about 12 billion dollars. For vertical analysis, the total 

liabilities have the highest level in 2008 and the lowest level in 2010, and the liabilities almost 

have the same proportion of the equity.  

About the financial analysis, the first part is analysis of ROE, which is use the DuPont 

analysis to measure. The decomposition of ROE, we concluded that the most effect on return 



 

 

 

59 

 

 

 

on equity is net profit margin. The return on assets was increased during this period, which 

indicated P&G Company have high capacity to obtain the benefit. It means that P&G kept the 

high profitability. Changing in profitability depends on the amount of revenue that P&G 

Company should increase in the future. In the fiscal year 2007—2011, the fiscal year of 2008 

and 2011 were more successful, which reached the high level of business. 

P&G Company take into account that increased pricing will lead to market share volatility, 

even some short-term share loss. The higher prices might affect consumption in some 

more-discretionary categories. P&G Company was accepted these short-term results, however, 

to maintain investment and financial health. P&G will make the right strategy to get higher 

profit and have healthy economic condition. 
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List of Abbreviations  

P&G        Procter & Gamble 

EAT         earning after tax 

EBT         earning before tax 

EBIT        earning before interest and tax 

ROA         return on asset 

ROE         return on equity 

FLA         financial leverage 

NPM         net profit margin 

NI           net income 

EPS          earnings per share 

GDP         the gross domestic 

 PPI          the producer price index 

 CPI          the consumer price index 
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Annexe 1. Balance sheet                                 (1/1) 

Balance Sheet 2007 2008 2009 2010 2011 

Period End Date 06/30/2007 06/30/2008 06/30/2009 06/30/2010 06/30/2011 

            

Stmt Source 10-K 10-K 10-K 10-K 10-K 

Stmt Source Date 08/28/2007 08/28/2008 08/13/2010 08/10/2011 08/10/2011 

Stmt Update Type Updated Updated Reclassified Reclassified Updated 

            

Assets           

Cash and Short Term Investments 5,556.00 3,541.00 4,781.00 2,879.00 2,768.00 

Cash & Equivalents 5,354.00 3,313.00 4,781.00 2,879.00 2,768.00 

Short Term Investments 202 228 0 0 0 

Total Receivables, Net 6,629.00 6,761.00 5,836.00 5,335.00 6,275.00 

Accounts Receivable - Trade, Net 6,629.00 6,761.00 5,836.00 5,335.00 6,275.00 

Total Inventory 6,819.00 8,416.00 6,880.00 6,384.00 7,379.00 

Prepaid Expenses 3,300.00 3,785.00 3,199.00 3,194.00 4,408.00 

Other Current Assets, Total 1,727.00 2,012.00 1,209.00 990 1,140.00 

Total Current Assets 36,216.00 34,817.00 32,522.00 26,996.00 31,013.00 

            

Property/Plant/Equipment,Total-Net 19,540.00 20,640.00 19,462.00 19,244.00 21,293.00 

Goodwill, Net 56,552.00 59,767.00 56,512.00 54,012.00 57,562.00 

Intangibles, Net 33,626.00 34,233.00 32,606.00 31,636.00 32,620.00 

Long Term Investments 0 0 0 0 0 

Note Receivable - Long Term 0 0 0 0 0 

Other Long Term Assets, Total 4,265.00 4,837.00 4,348.00 4,498.00 4,909.00 

Other Assets, Total 0 0 0 0 0 

Total  Non-current Assets 113,983.00 119,477.00 112,928.00 109,390.00 116,384.00 

Total Assets 150,199.00 154,294.00 145,450.00 136,386.00 147,397.00 

            

Liabilities and Shareholders' Equity      

Accounts Payable 5,710.00 6,775.00 5,980.00 7,251.00 8,022.00 

Payable/Accrued 9,586.00 4,544.00 4,361.00 5,179.00 5,817.00 

Accrued Expenses 9,495.00 11,338.00 9,379.00 7,908.00 6,987.00 

Notes Payable/Short Term Debt 2,544.00 1,746.00 6,941.00 564 2,994.00 

Current Port. of LT Debt/Capital 

Leases 
3,382.00 6,555.00 4,240.00 3,380.00 3,473.00 

Other Current Liabilities, Total           

Total Current Liabilities 30,717.00 30,958.00 30,901.00 24,282.00 27,293.00 

            

Total Long Term Debt 23,375.00 23,581.00 20,652.00 21,360.00 22,033.00 

 

http://moneycentral.msn.com/investor/invsub/results/statemnt.aspx?lstStatement=Balance&stmtView=Qtr&symbol=US%3aPG


 

 

 

 

 

 

Annexe 1. Balance sheet                                 (1/2) 

Balance Sheet 2007 2008 2009 2010 2011 

Long Term Debt 23,375.00 23,581.00 20,652.00 21,360.00 22,033.00 

Deferred Income Tax 12,015.00 11,805.00 10,752.00 10,902.00 11,070.00 

Minority Interest 0 290 283 324 361 

Other Liabilities, Total 5,147.00 7,864.00 9,146.00 10,189.00 9,957.00 

Total Liabilities 71,254.00 74,498.00 71,734.00 67,057.00 70,714.00 

            

Redeemable Preferred Stock 1,406.00 1,366.00 1,324.00 1,277.00 1,234.00 

Preferred Stock - Non Redeemable, Net 0 0 0 0 0 

Common Stock 3,990.00 4,002.00 4,007.00 4,008.00 4,008.00 

Additional Paid-In Capital 59,030.00 60,307.00 61,118.00 61,697.00 62,405.00 

Retained Earnings (Accumulated Deficit) 41,797.00 48,986.00 57,309.00 64,614.00 70,682.00 

Treasury Stock - Common -38,772.00 -47,588.00 -55,961.00 -61,309.00 -67,278.00 

ESOP Debt Guarantee -1,308.00 -1,325.00 -1,340.00 -1,350.00 -1,357.00 

Other Equity, Total 12802 14,048.00 7,259.00 392.00 6,989.00 

Total Equity 78,945.00 79,796.00 73,716.00 69,329.00 76,683.00 

            

Total Liabilities & Shareholdersâ€™ Equity 150,199.00 154,294.00 145,450.00 136,386.00 147,397.00 

            

            

Total Common Shares Outstanding 3,131.95 3,032.72 2,917.04 2,843.47 2,765.74 

Total Preferred Shares Outstanding 0 0 0 0 0 
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Annexe 2. Income Statement                             (2/1) 

Income Statement 2007 2008 2009 2010 2011 

Period End Date 06/30/2007 06/30/2008 06/30/2009 06/30/2010 06/30/2011 

Period Length 12 Months 12 Months 12 Months 12 Months 12 Months 

Stmt Source 8-K 8-K 8-K 10-K 10-K 

Stmt Source Date 01/29/2010 01/29/2010 01/29/2010 08/13/2010 08/10/2011 

Stmt Update Type Restated Restated Updated Updated Updated 

       

Revenue 72,441.00 79,257.00 76,694.00 78,938.00 82,559.00 

Total Revenue 72,441.00 79,257.00 76,694.00 78,938.00 82,559.00 

      

Cost of Revenue, Total 35,376.00 39,261.00 38,690.00 37,919.00 40,768.00 

Gross Profit 37,065.00 39,996.00 38,004.00 41,019.00 41,791.00 

      

Selling/General/Administrative Expenses, 

Total 
22,580.00 24,017.00 22,630.00 24,998.00 25,973.00 

Research & Development 0 0 0 0 0 

Depreciation/Amortization 0 0 0 0 0 

Interest Expense (Income), Net Operating 0 0 0 0 0 

Unusual Expense (Income) 0 0 0 0 0 

Other Operating Expenses, Total 0 0 0 0 0 

Operating Income 14,485.00 15,979.00 15,374.00 16,021.00 15,818.00 

      

Interest Income (Expense), Net 

Non-Operating 
0 0 0 0 0 

Gain (Loss) on Sale of Assets 0 0 0 0 0 

Other, Net 481 373 397 -28 202 

Income Before Tax 13,662.00 14,885.00 14,413.00 15,047.00 15,189.00 

      

Income Tax - Total 4,000.00 3,594.00 3,733.00 4,101.00 3,392.00 

Income After Tax 9,662.00 11,291.00 10,680.00 10,946.00 11,797.00 

      

Minority Interest 0 0 0 0 0 

Equity In Affiliates 0 0 0 0 0 

U.S. GAAP Adjustment 0 0 0 0 0 

Net Income Before Extra. Items 9,662.00 11,291.00 10,680.00 10,946.00 11,797.00 

      

Total Extraordinary Items 678 784 2,756.00 1,790.00 0 

Discontinued Operations 678 784 2,756.00 1,790.00 0 

Net Income 10,340.00 12,075.00 13,436.00 12,736.00 11,797.00 

Total Adjustments to Net Income -161 -176 -192 -219 -233 

Preferred Dividends -161 -176 -192 -219 -233 

http://moneycentral.msn.com/investor/invsub/results/statemnt.aspx?lstStatement=Income&stmtView=Qtr&symbol=US%3aPG


 

 

 

 

 

 

Annexe 2. Income Statement                             (2/2) 

Income Statement 2007 2008 2009 2010 2011 

General Partners' Distributions 0 0 0 0 0 

      

Basic Weighted Average Shares 3,159.00 3,080.80 2,952.20 2,900.80 2,804.00 

Basic EPS Excluding Extraordinary Items 3.01 3.61 3.55 3.7 4.12 

Basic EPS Including Extraordinary Items 3.22 3.86 4.49 4.32 4.12 

      

Diluted Weighted Average Shares 3,398.60 3,316.80 3,154.10 3,099.30 3,001.90 

Diluted EPS Excluding Extrordinary Items 2.84 3.4 3.39 3.53 3.93 

Diluted EPS Including Extraordinary Items 3.04 3.64 4.26 4.11 3.93 

      

Dividends per Share - Common Stock Primary Issue 1.28 1.45 1.64 1.8 1.97 

Gross Dividends - Common Stock 4,048.00 4,479.00 4,852.00 5,239.00 5,534.00 

Interest Expense, Supplemental 1,304.00 1,467.00 1,358.00 946 831 

Depreciation, Supplemental 2,490.00 2,517.00 2,434.00 2,507.00 2,292.00 

      

Normalized EBITDA 17,615.00 19,145.00 18,456.00 19,129.00 18,656.00 

Normalized EBIT 14,485.00 15,979.00 15,374.00 16,021.00 15,818.00 

Normalized Income Before Tax 13,662.00 14,885.00 14,413.00 15,047.00 15,189.00 

Normalized Income After Taxes 9,662.00 11,291.00 10,680.00 10,946.00 11,797.00 

Normalized Income Available to Common 9,501.00 11,115.00 10,488.00 10,727.00 11,564.00 

      

Basic Normalized EPS 3.01 3.61 3.55 3.7 4.12 

Diluted Normalized EPS 2.84 3.4 3.39 3.53 3.93 

Amortization of Intangibles 640 649 648 601 546 

 

 

 

 

 

 

 

 

 

 

http://moneycentral.msn.com/investor/invsub/results/statemnt.aspx?lstStatement=Income&stmtView=Qtr&symbol=US%3aPG


 

 

 

 

 

 

Annexe 3. Cash Flow                                   (3/1) 

Cash Flow 2007 2008 2009 2010 2011 

Period End Date 06/30/2007 06/30/2008 06/30/2009 06/30/2010 06/30/2011 

Period Length 12 Months 12 Months 12 Months 12 Months 12 Months 

Stmt Source 8-K 8-K 8-K 10-K 10-K 

Stmt Source Date 01/29/2010 01/29/2010 01/29/2010 08/13/2010 08/10/2011 

Stmt Update Type Reclassified Reclassified Updated Updated Updated 

      

Net Income/Starting Line 10,340.00 12,075.00 13,436.00 12,736.00 11,797.00 

Depreciation/Depletion 3,130.00 3,166.00 3,082.00 3,108.00 2,838.00 

Amortization 0 0 0 0 0 

Deferred Taxes 253 1,214.00 596 36 128 

Non-Cash Items 515 271 -1,861.00 -2,217.00 211 

Unusual Items -153 -284 -2,377.00 -2,670.00 -203 

Other Non-Cash Items 668 555 516 453 414 

Changes in Working Capital        -828 -1,718.00 -334 2,409.00 -1,743.00 

Accounts Receivable -729 432 415 -14 -426 

Inventories -389 -1,050.00 721 86 -501 

Payable/Accrued -278 297 -742 2,446.00 358 

Other Assets & Liabilities, Net -151 -1,270.00 -758 -305 -1,190.00 

Other Operating Cash Flow 719 -127 30 196 16 

Cash from Operating Activities 13,410.00 15,008.00 14,919.00 16,072.00 13,231.00 

      

Capital Expenditures -2,945.00 -3,046.00 -3,238.00 -3,067.00 -3,306.00 

Purchase of Fixed Assets -2,945.00 -3,046.00 -3,238.00 -3,067.00 -3,306.00 

Other Investing Cash Flow Items,Total 462 497 885 2,470.00 -176 

Acquisition of Business -492 -381 -368 -425 -474 

Sale of Fixed Assets 281 928 1,087.00 3,068.00 225 

Investment, Net 673 -50 166 -173 73 

Cash from Investing Activities -2,483.00 -2,549.00 -2,353.00 -597.00 -3,482.00 

      

Financing Cash Flow Items 0 0 0 0 0 

Other Financing Cash Flow 0 0 0 0 0 

Total Cash Dividends Paid -4,209.00 -4,655.00 -5,044.00 -5,458.00 -5,767.00 

Issuance (Retirement) of Stock, Net -4,079.00 -8,180.00 -5,689.00 -5,283.00 -5,737.00 

Issuance (Retirement) of Debt, Net -4,165.00 -2,009.00 -81 -6,514.00 1,481.00 

Cash from Financing Activities -12,453.00 -14,844.00 -10,814.00 -17,255.00 -10,023.00 

      

Foreign Exchange Effects 187 344 -284 -122 163 

Net Change in Cash -1,339.00 -2,041.00 1,468.00 -1,902.00 -111 

Net Cash - Beginning Balance 6,693.00 5,351.00 3,313.00 4,781.00 2,879.00 

Net Cash - Ending Balance 5,354.00 3,310.00 4,781.00 2,879.00 2,768.00 

http://moneycentral.msn.com/investor/invsub/results/statemnt.aspx?lstStatement=CashFlow&stmtView=Ann&symbol=US%3aPG


 

 

 

 

 

 

Annexe 4. Horizantal analysis of balance sheet               (4/1) 

 

absolute change 

  

  

Assets 2007-2008 2008-2009 2009-2010 2010-2011 

Cash and Short Term Investments -2,015.00  1,240.00  -1,902.00  -111.00  

Cash & Equivalents -2,041.00  1,468.00  -1,902.00  -111.00  

Short Term Investments 26.00  -228.00  0.00  0.00  

Total Receivables, Net 132.00  -925.00  -501.00  940.00  

Accounts Receivable - Trade, Net 132.00  -925.00  -501.00  940.00  

Total Inventory 1,597.00  -1,536.00  -496.00  995.00  

Prepaid Expenses 485.00  -586.00  -5.00  1,214.00  

Other Current Assets, Total 285.00  -803.00  -219.00  150.00  

Total Current Assets -1,399.00  -2,295.00  -5,526.00  4,017.00  

  0.00  0.00  0.00  0.00  

Property/Plant/Equipment, Total - Net 1,100.00  -1,178.00  -218.00  2,049.00  

Goodwill, Net 3,215.00  -3,255.00  -2,500.00  3,550.00  

Intangibles, Net 607.00  -1,627.00  -970.00  984.00  

Long Term Investments 0.00  0.00  0.00  0.00  

Note Receivable - Long Term 0.00  0.00  0.00  0.00  

Other Long Term Assets, Total 572.00  -489.00  150.00  411.00  

Other Assets, Total 0.00  0.00  0.00  0.00  

Total  Non-current Assets 5,494.00  -6,549.00  -3,538.00  6,994.00  

Total Assets 4,095.00  -8,844.00  -9,064.00  11,011.00  

  0.00  0.00  0.00  0.00  

Liabilities and Shareholders' Equity 0.00  0.00  0.00  0.00  

Accounts Payable 1,065.00  -795.00  1,271.00  771.00  

Payable/Accrued -5,042.00  -183.00  818.00  638.00  

Accrued Expenses 1,843.00  -1,959.00  -1,471.00  -921.00  

Notes Payable/Short Term Debt -798.00  5,195.00  -6,377.00  2,430.00  

Current Port. of LT Debt/Capital Leases 3,173.00  -2,315.00  -860.00  93.00  

Other Current Liabilities, Total 0.00  0.00  0.00  0.00  

Total Current Liabilities 241.00  -57.00  -6,619.00  3,011.00  

  0.00  0.00  0.00  0.00  

Total Long Term Debt 206.00  -2,929.00  708.00  673.00  

Long Term Debt 206.00  -2,929.00  708.00  673.00  

Deferred Income Tax -210.00  -1,053.00  150.00  168.00  

Minority Interest 290.00  -7.00  41.00  37.00  

Other Liabilities, Total 2,717.00  1,282.00  1,043.00  -232.00  

Total Liabilities 3,244.00  -2,764.00  -4,677.00  3,657.00  

  0.00  0.00  0.00  0.00  



 

 

 

 

 

 

Annexe 4. Horizantal analysis of balance sheet               (4/2) 

Assets 2007-2008 2008-2009 2009-2010 2010-2011 

Redeemable Preferred Stock -40.00  -42.00  -47.00  -43.00  

Preferred Stock - Non Redeemable, Net 0.00  0.00  0.00  0.00  

Common Stock 12.00  5.00  1.00  0.00  

Additional Paid-In Capital 1,277.00  811.00  579.00  708.00  

Retained Earnings (Accumulated Deficit) 7,189.00  8,323.00  7,305.00  6,068.00  

Treasury Stock - Common -8,816.00  -8,373.00  -5,348.00  -5,969.00  

ESOP Debt Guarantee -17.00  -15.00  -10.00  -7.00  

Other Equity, Total 1,246.00  -6,789.00  -6,867.00  6,597.00  

Total Equity 851.00  -6,080.00  -4,387.00  7,354.00  

  0.00  0.00  0.00  0.00  

Total Liabilities & Shareholdersâ€™ Equity 4,095.00  -8,844.00  -9,064.00  11,011.00  

  0.00  0.00  0.00  0.00  

  0.00  0.00  0.00  0.00  

Total Common Shares Outstanding -99.23  -115.68  -73.57  -77.73  

Total Preferred Shares Outstanding 0.00  0.00  0.00  0.00  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Annexe 5. Vertical analysis of balance sheet                 (5/1) 

 relative change     

Assets 2007-2008 2008-2009 2009-2010 2010-2011 

Cash and Short Term Investments -36.27% 35.02% -39.78% -3.86% 

Cash & Equivalents -38.12% 44.31% -39.78% -3.86% 

Short Term Investments 12.87% -100.00%     

Total Receivables, Net 1.99% -13.68% -8.58% 17.62% 

Accounts Receivable - Trade, Net 1.99% -13.68% -8.58% 17.62% 

Total Inventory 23.42% -18.25% -7.21% 15.59% 

Prepaid Expenses 14.70% -15.48% -0.16% 38.01% 

Other Current Assets, Total 16.50% -39.91% -18.11% 15.15% 

Total Current Assets -3.86% -6.59% -16.99% 14.88% 

          

Property/Plant/Equipment, Total - Net 5.63% -5.71% -1.12% 10.65% 

Goodwill, Net 5.69% -5.45% -4.42% 6.57% 

Intangibles, Net 1.81% -4.75% -2.97% 3.11% 

Long Term Investments         

Note Receivable - Long Term         

Other Long Term Assets, Total 13.41% -10.11% 3.45% 9.14% 

Other Assets, Total         

Total  Non-current Assets 4.82% -5.48% -3.13% 6.39% 

Total Assets 2.73% -5.73% -6.23% 8.07% 

          

Liabilities and Shareholders' Equity         

Accounts Payable 18.65% -11.73% 21.25% 10.63% 

Payable/Accrued -52.60% -4.03% 18.76% 12.32% 

Accrued Expenses 19.41% -17.28% -15.68% -11.65% 

Notes Payable/Short Term Debt -31.37% 297.54% -91.87% 430.85% 

Current Port. of LT Debt/Capital Leases 93.82% -35.32% -20.28% 2.75% 

Other Current Liabilities, Total         

Total Current Liabilities 0.78% -0.18% -21.42% 12.40% 

          

Total Long Term Debt 0.88% -12.42% 3.43% 3.15% 

Long Term Debt 0.88% -12.42% 3.43% 3.15% 

Deferred Income Tax -1.75% -8.92% 1.40% 1.54% 

Minority Interest   -2.41% 14.49% 11.42% 

Other Liabilities, Total 52.79% 16.30% 11.40% -2.28% 

Total Liabilities 4.55% -3.71% -6.52% 5.45% 

          

Redeemable Preferred Stock -2.84% -3.07% -3.55% -3.37% 

Preferred Stock - Non Redeemable, Net         



 

 

 

 

 

 

Annexe 5. Vertical analysis of balance sheet                 (5/2) 

Assets 2007-2008 2008-2009 2009-2010 2010-2011 

Common Stock 0.30% 0.12% 0.02% 0.00% 

Additional Paid-In Capital 2.16% 1.34% 0.95% 1.15% 

Retained Earnings (Accumulated Deficit) 17.20% 16.99% 12.75% 9.39% 

Treasury Stock - Common 22.74% 17.59% 9.56% 9.74% 

ESOP Debt Guarantee 1.30% 1.13% 0.75% 0.52% 

Other Equity, Total 9.73% -48.33% -94.60% 1682.91% 

Total Equity 1.08% -7.62% -5.95% 10.61% 

          

Total Liabilities & Shareholdersâ€™ Equity 2.73% -5.73% -6.23% 8.07% 

          

          

Total Common Shares Outstanding -3.17% -3.81% -2.52% -2.73% 

Total Preferred Shares Outstanding         

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Annexe 6. Horizontal analysis of income statement           (6/1) 

  absolute change     

  2007-2008 2008-2009 2009-2010 2010-2011 

Revenue 6,816.00  -2,563.00  2,244.00  3,621.00  

Total Revenue 6,816.00  -2,563.00  2,244.00  3,621.00  

 0.00  0.00  0.00  0.00  

Cost of Revenue, Total 3,885.00  -571.00  -771.00  2,849.00  

Gross Profit 2,931.00  -1,992.00  3,015.00  772.00  

 0.00  0.00  0.00  0.00  

Selling/General/Administrative Expenses, Total 1,437.00  -1,387.00  2,368.00  975.00  

Research & Development 0.00  0.00  0.00  0.00  

Depreciation/Amortization 0.00  0.00  0.00  0.00  

Interest Expense (Income), Net Operating 0.00  0.00  0.00  0.00  

Unusual Expense (Income) 0.00  0.00  0.00  0.00  

Other Operating Expenses, Total 0.00  0.00  0.00  0.00  

Operating Income 1,494.00  -605.00  647.00  -203.00  

 0.00  0.00  0.00  0.00  

Interest Income (Expense), Net Non-Operating 0.00  0.00  0.00  0.00  

Gain (Loss) on Sale of Assets 0.00  0.00  0.00  0.00  

Other, Net -108.00  24.00  -425.00  230.00  

Income Before Tax 1,223.00  -472.00  634.00  142.00  

 0.00  0.00  0.00  0.00  

Income Tax - Total -406.00  139.00  368.00  -709.00  

Income After Tax 1,629.00  -611.00  266.00  851.00  

 0.00  0.00  0.00  0.00  

Minority Interest 0.00  0.00  0.00  0.00  

Equity In Affiliates 0.00  0.00  0.00  0.00  

U.S. GAAP Adjustment 0.00  0.00  0.00  0.00  

Net Income Before Extra. Items 1,629.00  -611.00  266.00  851.00  

 0.00  0.00  0.00  0.00  

Total Extraordinary Items 106.00  1,972.00  -966.00  -1,790.00  

Discontinued Operations 106.00  1,972.00  -966.00  -1,790.00  

Net Income 1,735.00  1,361.00  -700.00  -939.00  

 0.00  0.00  0.00  0.00  

 0.00  0.00  0.00  0.00  

Total Adjustments to Net Income -15.00  -16.00  -27.00  -14.00  

Preferred Dividends -15.00  -16.00  -27.00  -14.00  

General Partners' Distributions 0.00  0.00  0.00  0.00  

 0.00  0.00  0.00  0.00  

Basic Weighted Average Shares -78.20  -128.60  -51.40  -96.80  

Basic EPS Excluding Extraordinary Items 0.60  -0.06  0.15  0.42  

Basic EPS Including Extraordinary Items 0.64  0.63  -0.17  -0.20  



 

 

 

 

 

 

Annexe 6. Horizontal analysis of income statement           (6/2) 

  2007-2008 2008-2009 2009-2010 2010-2011 

 0.00  0.00  0.00  0.00  

Diluted Weighted Average Shares -81.80  -162.70  -54.80  -97.40  

Diluted EPS Excluding Extraordinary Items 0.56  -0.01  0.14  0.40  

Diluted EPS Including Extraordinary Items 0.60  0.62  -0.15  -0.18  

 0.00  0.00  0.00  0.00  

Dividends per Share - Common Stock Primary Issue 0.17  0.19  0.16  0.17  

Gross Dividends - Common Stock 431.00  373.00  387.00  295.00  

Interest Expense, Supplemental 163.00  -109.00  -412.00  -115.00  

Depreciation, Supplemental 27.00  -83.00  73.00  -215.00  

 0.00  0.00  0.00  0.00  

Normalized EBITDA 1,530.00  -689.00  673.00  -473.00  

Normalized EBIT 1,494.00  -605.00  647.00  -203.00  

Normalized Income Before Tax 1,223.00  -472.00  634.00  142.00  

Normalized Income After Taxes 1,629.00  -611.00  266.00  851.00  

Normalized Income Available to Common 1,614.00  -627.00  239.00  837.00  

 0.00  0.00  0.00  0.00  

Basic Normalized EPS 0.60  -0.06  0.15  0.42  

Diluted Normalized EPS 0.56  -0.01  0.14  0.40  

Amortization of Intangibles 9.00  -1.00  -47.00  -55.00  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Annexe 7. Vertical analysis of income statement              (7/1) 

  relative change     

  2007-2008 2008-2009 2009-2010 2010-2011 

Revenue 9.41% -3.23% 2.93% 4.59% 

Total Revenue 9.41% -3.23% 2.93% 4.59% 

         

Cost of Revenue, Total 10.98% -1.45% -1.99% 7.51% 

Gross Profit 7.91% -4.98% 7.93% 1.88% 

         

Selling/General/Administrative Expenses, Total 6.36% -5.78% 10.46% 3.90% 

Research & Development         

Depreciation/Amortization         

Interest Expense (Income), Net Operating         

Unusual Expense (Income)         

Other Operating Expenses, Total         

Operating Income 10.31% -3.79% 4.21% -1.27% 

         

Interest Income (Expense), Net Non-Operating         

Gain (Loss) on Sale of Assets         

Other, Net -22.45% 6.43% -107.05% -821.43% 

Income Before Tax 8.95% -3.17% 4.40% 0.94% 

         

Income Tax - Total -10.15% 3.87% 9.86% -17.29% 

Income After Tax 16.86% -5.41% 2.49% 7.77% 

         

Minority Interest         

Equity In Affiliates         

U.S. GAAP Adjustment         

Net Income Before Extra. Items 16.86% -5.41% 2.49% 7.77% 

         

Total Extraordinary Items 15.63% 251.53% -35.05% -100.00% 

Discontinued Operations 15.63% 251.53% -35.05% -100.00% 

Net Income 16.78% 11.27% -5.21% -7.37% 

         

         

Total Adjustments to Net Income 9.32% 9.09% 14.06% 6.39% 

Preferred Dividends 9.32% 9.09% 14.06% 6.39% 

General Partners' Distributions         

         

Basic Weighted Average Shares -2.48% -4.17% -1.74% -3.34% 

Basic EPS Excluding Extraordinary Items 19.93% -1.66% 4.23% 11.35% 

Basic EPS Including Extraordinary Items 19.88% 16.32% -3.79% -4.63% 



 

 

 

 

 

 

Annexe 7. Vertical analysis of income statement             (7/2) 

  2007-2008 2008-2009 2009-2010 2010-2011 

         

Diluted Weighted Average Shares -2.41% -4.91% -1.74% -3.14% 

Diluted EPS Excluding Extrordinary Items 19.72% -0.29% 4.13% 11.33% 

Diluted EPS Including Extraordinary Items 19.74% 17.03% -3.52% -4.38% 

         

Dividends per Share - Common Stock Primary Issue 13.28% 13.10% 9.76% 9.44% 

Gross Dividends - Common Stock 10.65% 8.33% 7.98% 5.63% 

Interest Expense, Supplemental 12.50% -7.43% -30.34% -12.16% 

Depreciation, Supplemental 1.08% -3.30% 3.00% -8.58% 

         

Normalized EBITDA 8.69% -3.60% 3.65% -2.47% 

Normalized EBIT 10.31% -3.79% 4.21% -1.27% 

Normalized Income Before Tax 8.95% -3.17% 4.40% 0.94% 

Normalized Income After Taxes 16.86% -5.41% 2.49% 7.77% 

Normalized Income Available to Common 16.99% -5.64% 2.28% 7.80% 

         

Basic Normalized EPS 19.93% -1.66% 4.23% 11.35% 

Diluted Normalized EPS 19.72% -0.29% 4.13% 11.33% 

Amortization of Intangibles 1.41% -0.15% -7.25% -9.15% 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Annexe 8. Horizontal analysis of Cash flow                 (8/1) 

 absolute change       

  2007-2008 2008-2009 2009-2010 2010-2011 

Net Income/Starting Line 1,735.00  1,361.00  -700.00  -939.00  

Depreciation/Depletion 36.00  -84.00  26.00  -270.00  

Amortization 0.00  0.00  0.00  0.00  

Deferred Taxes 961.00  -618.00  -560.00  92.00  

Non-Cash Items -244.00  -2,132.00  -356.00  2,428.00  

Unusual Items -131.00  -2,093.00  -293.00  2,467.00  

Other Non-Cash Items -113.00  -39.00  -63.00  -39.00  

Changes in Working Capital -890.00  1,384.00  2,743.00  -4,152.00  

Accounts Receivable 1,161.00  -17.00  -429.00  -412.00  

Inventories -661.00  1,771.00  -635.00  -587.00  

Payable/Accrued 575.00  -1,039.00  3,188.00  -2,088.00  

Other Assets & Liabilities, Net -1,119.00  512.00  453.00  -885.00  

Other Operating Cash Flow -846.00  157.00  166.00  -180.00  

Cash from Operating Activities 1,598.00  -89.00  1,153.00  -2,841.00  

         

Capital Expenditures -101.00  -192.00  171.00  -239.00  

Purchase of Fixed Assets -101.00  -192.00  171.00  -239.00  

Other Investing Cash Flow Items, Total 35.00  388.00  1,585.00  -2,646.00  

Acquisition of Business 111.00  13.00  -57.00  -49.00  

Sale of Fixed Assets 647.00  159.00  1,981.00  -2,843.00  

Investment, Net -723.00  216.00  -339.00  246.00  

Cash from Investing Activities -66.00  196.00  1,756.00  -2,885.00  

         

Financing Cash Flow Items         

Other Financing Cash Flow         

Total Cash Dividends Paid -446.00  -389.00  -414.00  -309.00  

Issuance (Retirement) of Stock, Net -4,101.00  2,491.00  406.00  -454.00  

Issuance (Retirement) of Debt, Net 2,156.00  1,928.00  -6,433.00  7,995.00  

Cash from Financing Activities -2,391.00  4,030.00  -6,441.00  7,232.00  

         

Foreign Exchange Effects 157.00  -628.00  162.00  285.00  

Net Change in Cash -702.00  3,509.00  -3,370.00  1,791.00  

         

         

Net Cash - Beginning Balance -1,342.00  -2,038.00  1,468.00  -1,902.00  

Net Cash - Ending Balance -2,044.00  1,471.00  -1,902.00  -111.00  

 



 

 

 

 

 

 

Annexe 9. Vertical analysis of Cash flow                    (9/1) 

 relative change     

  2007-2008 2008-2009 2009-2010 2010-2011 

Net Income/Starting Line 16.78% 11.27% -5.21% -7.37% 

Depreciation/Depletion 1.15% -2.65% 0.84% -8.69% 

Amortization         

Deferred Taxes 379.84% -50.91% -93.96% 255.56% 

Non-Cash Items -47.38% -786.72% 19.13% -109.52% 

Unusual Items 85.62% 736.97% 12.33% -92.40% 

Other Non-Cash Items -16.92% -7.03% -12.21% -8.61% 

Changes in Working Capital 107.49% -80.56% -821.26% -172.35% 

Accounts Receivable -159.26% -3.94% -103.37% 2942.86% 

Inventories 169.92% -168.67% -88.07% -682.56% 

Payable/Accrued -206.83% -349.83% -429.65% -85.36% 

Other Assets & Liabilities, Net 741.06% -40.31% -59.76% 290.16% 

Other Operating Cash Flow -117.66% -123.62% 553.33% -91.84% 

Cash from Operating Activities 11.92% -0.59% 7.73% -17.68% 

         

Capital Expenditures 3.43% 6.30% -5.28% 7.79% 

Purchase of Fixed Assets 3.43% 6.30% -5.28% 7.79% 

Other Investing Cash Flow Items, Total 7.58% 78.07% 179.10% -107.13% 

Acquisition of Business -22.56% -3.41% 15.49% 11.53% 

Sale of Fixed Assets 230.25% 17.13% 182.24% -92.67% 

Investment, Net -107.43% -432.00% -204.22% -142.20% 

Cash from Investing Activities 2.66% -7.69% -74.63% 483.25% 

         

Financing Cash Flow Items         

Other Financing Cash Flow         

Total Cash Dividends Paid 10.60% 8.36% 8.21% 5.66% 

Issuance (Retirement) of Stock, Net 100.54% -30.45% -7.14% 8.59% 

Issuance (Retirement) of Debt, Net -51.76% -95.97% 7941.98% -122.74% 

Cash from Financing Activities 19.20% -27.15% 59.56% -41.91% 

         

Foreign Exchange Effects 83.96% -182.56% -57.04% -233.61% 

Net Change in Cash 52.43% -171.93% -229.56% -94.16% 

         

         

Net Cash - Beginning Balance -20.05% -38.09% 44.31% -39.78% 

Net Cash - Ending Balance -38.18% 44.44% -39.78% -3.86% 

 

 



 

 

 

 

 

 

Annexe 10. annlysis of decomposition of ROE              (10/1) 

 

Logarithmic method for 2007-2008 

 a2007 a2008 Iai △Xai 
The 

order 

a1=EAT/Rev 0.143 0.152 1.063 0.90% 1 

a2=Rev/Assets 0.482 0.513 1.063 0.90% 1 

a3=Assets/Equity 1.9 1.93 1.016 0.20% 2 

 

Logarithmic method for 2008-2009 

  a2008 a2009 Iai △Xai 
The 

order 

a1=EAT/Rev 0.152 0.175 1.151 2.30% 1 

a2=Rev/Assets 0.513 0.527 1.028 0.50% 2 

a3=Assets/Equity 1.93 1.97 1.021 0.30% 3 

 

Logarithmic method for 2009-2010 

  a2009 a2010 Iai △Xai 
The 

order 

a1=EAT/Rev 0.175 0.161 0.92 -1.50% 2 

a2=Rev/Assets 0.527 0.579 1.098 1.70% 1 

a3=Assets/Equity 1.97 1.97 1 0.00% 3 

 

Logarithmic method for 2010-2011 

  a2010 a2011 Iai △Xai 
The 

order 

a1=EAT/Rev 0.161 0.143 0.888 -2.00% 1 

a2=Rev/Assets 0.579 0.56  0.968 -0.60% 2 

a3=Assets/Equity 1.97 1.92 0.975 -0.40% 3 

 

 

 


