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1. Introduction  

The topic of this thesis is the financial analysis of the Walt Disney Company. 

Main focus of it is the segment performance analysis and operating ability analysis. 

Walt Disney Company, as a giant multinational media conglomerate, has very 

big influence in many business fields, such as animation and film industry, travel and 

television, which prompt us to make a more comprehensive and detailed realization 

about it and set it as the subject of our financial analysis. 

This thesis is divided into five chapters, including this chapter (as 1. 

Introduction); 2. Description of the financial analysis; 3. Description of the Walt 

Disney co.; 4. Financial analysis of the Walt Disney co.; 5. Conclusion. 

Among them, chapter 2 and chapter 3 are the basement and theory description 

parts. In chapter 2, the rules and principle of corporate finance and the methods of 

financial analysis used in this thesis will be described. It provides an integrative 

perspective on financial statement analysis and a foundation for the later practical part 

and conclusion reaching. After motivating the uses of financial statement analysis, the 

chapter discusses the three main financial statements (Balance Sheet, Income 

Statements and Cash Flow Statements) and other information sources relevant to 

financial analysis. The chapter concludes by presenting a framework for conducting 

corporate financial analysis. Generally, common-size analysis and financial ratios 

analysis were taken as main methods of analyzing. 

In chapter 3, the general introduction and situation of Walt Disney Company will 

be followed closely. As the analyzing objective, knowing the Company 

comprehensively is needed. What are the main business fields of the Company and 

the financial characteristics and general performance of different segments. 

Chapter 4 is the practical part and also the most important part of this thesis. In 
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this Chapter, the Company’s performance from fiscal 2006 to 2010 will be analyzed 

comprehensively by using the methods mentioned above on the data from Balance 

Sheet, Income Statements and Cash Flow Statements of the Company. The trend and 

development of the change of items and ratios of the Company will be followed 

closely. Because it can reveals the results from comparison----which years the 

Company made out better performance on operation and generated higher profits. 

Besides, due to the external competition in the market, comparing the Company’s 

performance with its competitors or market index to get more objective conclusion is 

also needed. 

Chapter 5 contains the conclusion of this bachelor thesis. 
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2. Description of the financial analysis 

2.1 Financial Analysis Framework and Process 

Before conducting financial analysis of a company, it is very important to 

understand the purpose of the analysis, because there are many available techniques 

and substantial amount of data that can be used and choosing the right ones is 

essential for concluding. 

After clarifying the purpose and context of the financial statement analysis, the 

analyst should know the typical questions to be answered by the analysis, such as 

‘How successfully has the company performed, comparing with its own past 

performance and relative to its competitors?’ ‘Based on expectations about future 

performance, what is the value of products and services the Company created? How is 

the company likely to perform in the future?’ 

Next, the analyst obtains the data required to answer these questions. A key point 

of this step is obtaining an understanding of the company’s business, financial 

performance and financial position (including trends over time and in comparison 

with competitors). According them, data is collected. A primary source of data is a 

company’s financial reports, including the financial statements, footnotes, and 

management’s discussion and analysis. Even though financial statements do contain 

data about the past performance of a company (its income and cash flows) together 

with its current financial condition (assets, liabilities, and owners’ equity), such 

statements may not provide some crucial non-financial information nor do they 

forecast future development of the company. The financial analyst must be capable of 

putting financial statements into services in conjunction with other information in 

order to reach valid conclusions and make predictions. Because of the reason given, 

an analyst will most likely need to add industry and economic index or data as a 

supplement to the finite information found in a company’s financial reports. 
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After obtaining the requisite financial statement and other information, the 

analyst processes the data using appropriate tools. In practical parts of this thesis, 

processing the data involves computing ratios and changing rate; preparing 

common-size financial statements; creating charts; performing analysis; or using other 

tools or combination of tools that are available and helpful to the subject.  

Once all the necessary data have been processed, the next critical step is to 

interpret the output. The answer to specific financial analysis question cannot be 

numerical result alone, it should rely on the interpretation of the output and the 

utilization of the output to support some conclusions and opinions. In order to support 

the conclusions strongly, the analysis should cite such information as target value, 

relative performance, expected future performance based on the company’s strategic 

position, operation management, and whatever other information that is important in 

reaching the goal. 

The last and also important step is to communicate the conclusion or 

recommendation in a proper format. The proper format should depend on vary 

analytical task and objective.  

And one thing should be noticed is that an effective analysis includes both 

computations and interpretations. Logical analysis differs from a mere compilation of 

various pieces of information, computations, tables and graphs by merger all the data 

collected into a cohesive entirety. Analysis of past performance of the company 

should address not only what happened before but also why it happened and what was 

the impact of it on company’s strategy and future performance.  

2.2. Financial Analysis Techniques 

 The tools and techniques presented in this section show the standard of 

evaluation of company data. Effective evaluation needs comparison. It is difficult to 

conclude the company’s financial performance was good or bad without clarifying the 
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basis of comparison. 

When evaluating a company’ ability to generate profit and grow earnings and cash 

flow, the analyst should draw comparison among different business segments and 

activities (common-size analysis) and over time (trend and time-series analysis). 

2.2.1 Common-size Analysis 

Common-size analysis involves expressing financial data, including entire 

financial statements, in comparison with a single financial statement item or base. 

Items which are used most frequently as base are total assets or revenue.  

Vertical Analysis 

Vertical analysis is a type of common-size analysis using only reporting period or 

one base financial statement, whereas horizontal analysis refer either to an analysis 

comparing a specific financial statement with time periods or to a cross-sectional 

analysis of the objective company with another. 

A vertical common-size balance sheet is prepared by dividing each item on the 

balance sheet by the same period’s total assets and expressing the results as 

percentages, highlights the composition of the balance sheet. A horizontal 

common-size balance sheet, prepared by calculating the increase or decrease in 

percentage terms of each balance sheet item from the prior year, highlights items that 

have changed unexpectedly. 

A vertical common-size income statement divides each income statement item by 

revenue, or sometimes by total assets. If there are multiple revenue resources, a 

decomposition of revenue in percentage is useful.  
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Horizontal Analysis 

Horizontal analysis is the method which can be expressed in development entries 

analyzed in time, and thus its annual change. There is a need to explore the subject in 

longer time series, because only from a sufficiently long term the cause of the 

summary items can be revealed. Horizontal analysis includes the calculation of 

absolute or relative annual changes: 

Absolute change = 1tt UU = tU                   (2.1) 

Relative change = 
11

1

t

t

t

tt

U

U

U

UU
                  (2.2) 

When looking at financial statements and ratios, trends in the data, whether they 

are improving or fluctuating, it is important to value as the current absolute or relative 

levels. Trend analysis provides essential information in regard to historical 

performance and growth and can be of great assistance as a planning and forecasting 

tool for management and analyzing based on a sufficiently long history of accurate 

seasonal information, But in practice, past trends are obviously not a precise predictor 

of the future trends, especially when the economic and competitive environment 

changes. An examination and evaluation of past trends is more valuable when the 

macroeconomic and competitive environments are relatively stable as well as when 

the analyst is assessing a stable or healthy business. However, even in less stable 

conditions, historical analysis can serve as a basis for future developing expectations 

Understanding past trend is helpful in assessing whether these trends are likely 

to continue or if the trend is likely to change direction. One measure of success for a 

company is to grow at a rate greater than the rate of the overall market in which it 

operates. Companies that grow slowly may find themselves unable to attract equity 

capital. Conversely, companies that grow too quickly may find that their 

administrative and management information systems cannot keep up with the rate of 
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expansion.  

Trend data generated by a horizontal common - size analysis can be compared 

across financial statements. For example, the growth rate of assets of a company can 

be compared with the growth rate of revenue of the company. If revenue is growing 

more quickly than assets, the company may be increasing its efficiency (i.e., 

generating more revenue for every dollar invested in assets). 

2.2.2 The Utilization of Graphs  

Graphs facilitate comparison of performance and financial structure over time, 

highlighting changes in significant aspects of business operations. Besides, graphs 

provide the management with a visual overview of risk trends in a business. Graphs 

may also be used effectively to support conclusions of the analysis based on financial 

condition and risk management aspects. 

In the Chapter 4 of this thesis, line graph and stacked column graph are the main 

graphs used. Line graphs are useful when the focus is on the change in amount for a 

limited number of items over a relatively longer time. When the proportion and 

amounts, as well as their change over time, are all important, a stacked column graph 

can be useful. 

2.2.3 Financial Ratios  

In this section, all financial ratios presented in this thesis and the broad classes in 

which they are categorized will be discussed. Financial ratios are important indicators 

of the company’s performance and financial situation.  

Due to the large number of ratios, it is helpful to think about ratios in terms of 

broad categories based on what aspects of performance a ratio is intend to detect. 

Used common ratio categories include profitability, activity, liquidity, solvency and 



 

11 

 

capital structure. It should be noticed that these categories are not mutually exclusive; 

some ratios are useful in measuring multiple aspects of the business.  

Profitability Ratios 

The ability to generate profit on capital investment is a key indicator of the 

company’s overall value and the quality of its management. Essentially, there are two 

main segments of profitability ratios: operating performance ratios and return on 

investment. In the following, the definition and interpretation will be discussed. For 

each of profitability ratio, a higher result means higher profitability. 

Gross profit margin. Gross profit margin indicates the percentage of available 

revenue to cover operation and other expenditures. Higher gross profit margin can be 

generated by some combination of higher pricing of products and lower operation 

costs. The ability to charge higher price is constrained by competition, so gross profit 

is influenced by competition and market. If a product has better competitive 

advantage, the company is better capable of charging higher price. On the cost side, 

higher gross profit margin may also indicate that the company has a competitive 

advantage in reducing costs. 

TR

profitGross
inmprofitGross arg                   (2.3) 

where TR is total revenue.  

Operating profit margin. Operating profit margin is calculated by gross margin 

minus operation costs. In general, an operating profit margin increasing faster than the 

gross margin means improvements in controlling operating costs. On the other hand, a 

declining operating profit margin could be an indicator of ineffective management 

over operating costs. 

TR

incomeOperating
inmprofitOperating arg             (2.4) 
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Net profit margin. Net profit (net income) is calculated by revenue minus all 

expenses. Sometime, the net profit margin must be adjusted for nonrecurring items 

offers a better view of a company’s potential future growth. 

TR

incomeNet
inmprofitNet arg                     (2.5) 

Pretax margin. Pretax margin is computed by operating profit minus interest, so 

this ratio reflects the effect of leverage and other non-operating income and expenses 

on profitability. If the pretax margin of a company is rising as a result of increasing 

non-operating income, it is really necessary to measure whether this increase reflects 

a deliberate change in the company’s business focus and therefore, if the increase 

would continue. 

TR

EBT
inmetax argPr                         (2.6) 

where EBT is earnings before taxation. 

Return on assets (ROA). ROA measures the return of assets of a company. The 

higher the ratio, the more income is generated by a given level assets.  

assetsTotal

incomeNet
ROA                         (2.7) 

Return on equity (ROE). ROE measures the return earned by the company on 

its total equity capital. Return is measured as net income. Regarding the importance of 

ROE in measuring profitability, it will be explored in Chapter2.2.4 

equityTotal

incomeNet
ROE                         (2.8) 
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Activity Ratios 

This category is intended to measure how well a company manages its activities, 

particularly how efficiently it manages its various assets. Activity ratios are analyzed 

as indicators of operational performance, like how effectively assets are used by the 

company. As efficiency has impact on liquidity (the ability to meet short-term 

obligation of the company), some activity ratios are also helpful in measuring 

liquidity. 

Working capital turnover. Working capital is defined as current assets minus 

current liabilities. Working capital turnover indicates the ability of the company to 

generate revenue with its working capital. A higher working capital turnover ratio 

indicates greater efficiency. 

capitalWorking

TR
turnovercapitalWorking            (2.9) 

Receivable turnover. Receivable turnover represents the effectiveness of the 

company in extending credit as well as collecting debts. A high receivable turnover 

ratio could indicate that the company’s credit or relative policies are too stringent, 

suggesting the possibility that sales being lost to competitors who offer more lenient 

conditions. A low receivable turnover would raise questions about the company’s 

credit and collection procedures. 

sreceivableTotal

TR
turnoverceivableRe            (2.10)  

Number of days of receivables. Days of receivables measures the average time 

the customers of the company take to pay for purchasing. The smaller of the number, 

usually represent a higher liquidity of the company. 
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)
365
(

/

TR

RA
DR                               (2.11) 

where DR is the number of days of receivables and A/R is account receivables. 

Liquidity Ratios 

Liquidity analysis measures a company’s ability to meet its short time 

obligations. It mainly focuses on cash flows. In daily operation, liquidity management 

is typically achieved by effective use of assets.  

The level of liquidity needed differs from one industry to another. A particular 

company’s liquidity position may also vary according to the anticipated need at any 

time. 

Current ratio. Current ratio expresses current assets in relation to current 

liabilities. The higher ratio indicates a higher level of liquidity, or a greater ability to 

meet short-term obligations. A current ratio of 1 would indicate that the book value of 

its current assets exactly equals the book value of its current liabilities. A lower ratio 

indicates less liquidity, suggesting a greater dependence on operating cash flow and 

leverage financing to meet short-term obligations. Liquidity also influences the 

company’s ability to take on debt. The current ratio assumes that inventories and 

accounts receivable are both liquid. 

CL

CA
rCurrent .                        (2.12) 

where r. represents ratio; CA is current assets and CL is current liabilities. 

Cash ratio. When calculating cash ratio, only highly marketable short-term 

investments and cash are included. It can represent a reliable measure of an individual 

entity’s liquidity in crisis situation.  
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CL

SMICash
rCash .                    (2.13) 

where SMI is the short-term marketable investment. 

Quick ratio. The quick ratio includes only the more liquid current assets in 

relation to current liabilities than the current ratio so it is more resistant to change. 

Like current ratio, a higher quick ratio indicates a greater liquidity.  

CL

ceivableSMICash
rQuick

Re
.                 (2.14) 

The quick ratio reflects the fact that some certain current assets, such as taxes, 

employee-related prepayment and prepaid expenses, which represent costs of the 

current period that have been paid in advance and cannot be converted back into cash 

anymore. Quick ratio also reflect the fact that a company may not be able to sell all of 

its inventory for the amount equal to its carrying value, especially when it was 

required to sell the inventory quickly. In situation where the inventory is not liquid, 

quick ratio may be a better indicator of liquidity than current ratio. 

Solvency Ratios  

Solvency refers to the company’s ability to fulfill its long-term debt obligations. 

Measurement of a company’s capability to pay its long-term obligations generally 

includes an in-depth analysis of the components of its financial structure. Solvency 

ratios provide information about the relative amount of debt in the company’s capital 

structure and the adequacy of earnings and cash flow to cover interest expenses and 

other fixed charges (such as rental payments) as they come due. Understanding a 

company’s use of debt can provide the management with insight into the company’s 

future business prospects because management’s decisions about financing often 

represent their beliefs about the company’s future. 

Debt-to-assets ratio. Debt-to-assets ratio measures the percentage of total assets 
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financed by total debt. For example, a debt-to-assets ratio of 25% or 0.25 indicates 

that 25 percent of the company’s asset was financed by debt. Generally, the higher 

debt means higher risk and weaker solvency. 

assetsTotal

debtTotal
rassetstoDebt .                   (2.15) 

Long-term debt-to-assets ratio. This ratio assesses the percentage of the total 

assets of the company financed by long-term debt. In which, Long-term debt is debt 

due for repayment in 12 months or more that is not included the current liabilities 

shown in the balance sheet. It also assesses the extent to which the company is using 

long-term debt. Like debt-to-assets ratio, the higher long-term debt means lower 

liquidity and weaker solvency. 

assetsTotal

LTD
rassetstodebttermLong .             (2.16) 

where LTD is long-term debt. 

Debt-to-equity ratio. This ratio measures the amount of debt capital relative to 

equity capital. Interpretation is similar to the previous two solvency ratios----higher 

ratio means weaker solvency. A ratio of 100 percent or 1.0 would indicate the equal 

amount of debt and equity.  

equityTotal

debtTotal
requitytoDebt .                 (2.17) 

Financial leverage. This ratio measures the amount of total assets supported for 

each money unit of equity. For example, a result of 2 for this ratio means that each $1 

of the total equity supports $2 of total assets. The higher the financial leverage ratio, 

the more leveraged the company is in the sense of using debt and other liabilities to 

finance assets. This ratio is often defined in terms of average total assets and average 
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total equity and plays an important role in the Pyramidal Decompositions analysis, 

which will be discussed in Chapter 2.2.4. 

equityTotal

assetsTotal
FL                          (2.18) 

where FL represents financial leverage. 

Coverage ratios 

Coverage ratios measure a company’s ability to meet its financial obligations. 

Generally, a higher the coverage ratio indicates a better ability of the company to 

fulfill its obligations to its lenders.  

Interest coverage. This ratio measures the number of times a company’s EBIT 

could cover its interest payments. The higher interest coverage indicates a stronger 

solvency, offering greater assurance that the company can service its debt from 

operating earnings. 

paymentInterest

EBIT
erageInterest cov                 (2.19) 

where EBIT is earnings before interest and taxation. 

Cash flow coverage. This ratio measures the number of times of a company’s cash 

flow generated from operations with its interest payments and taxes could cover its 

interest payments. Like interest coverage, the higher cash flow coverage indicates a 

stronger solvency of the company and a better ability to fulfill its obligations.  

I

TIOCF
erageflowCash cov                   (2.20) 

Where OCF represents cash flow from operation; I is interest payments and T is taxes 

payments. 
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Cash-flow-to-debt ratio. This ratio compares a company's operating cash flow to 

its total debt. This ratio indicates a company's ability to cover total debt with its 

annual cash flow from operations. Generally, the higher the ratio, the better the 

company's ability to repay its debt. 

debtTotal

OCF
rdebttoflowCash .                      (2.21) 

 

2.2.4 Decomposition of ROE 

As mentioned before, ROE measures the return a company generates on its equity 

capital. To understand what elements drives the company’s ROE, a useful method it to 

decompose ROE into its component parts. Decomposition involves expressing the 

basic ratio as the product of component ratios. Since each of these component ratios is 

an indicator of a distinct aspect of the company’s performance that affects ROE, 

which allows us to measure how these different aspects of performance affected the 

company’s profitability as measured by ROE. 

Decomposition of ROE is useful in determining the reasons for changes in ROE 

over time for a company. The information gained from it can be also used by the 

management to determine which areas should be focused on to improve ROE. This 

decomposition will show why a company’s overall profitability, measured by ROE, is 

a function of its efficiency, operating profitability, taxes, and the use of financial 

leverage. The analysis of this part shows the relationship between the various 

categories of ratios discussed in last subchapter and how they all influence the ROE. 

Generally, the most commonly used and popular calculation method of return on 

equity is:  

equitysrsshareholdeAverage

incomeNet

'
ROE               (2.22) 
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use of simple algebra and illustrates the relationship between ROE and three 

components. Here we can express ROE as: 

equitysrsshareholdeAverage

assetstotalAverage

assetstotalAverage

venue

venue

incomeNet

equityrsshareholdeAverage

incomeNet

'

Re

Re'

       

(2.23) 

which can be interpreted as: 

ROE = Net profit margin × Asset turnover × Leverage             (2.24) 

This decomposition illustrates that a company’s ROE is influenced by its net profit 

margin, its efficiency and its financial leverage.  

Analysis of Deviations 

As described above, here is connection among the three various pyramid factors, 

Gradual decomposition of the indicators reveals the individual links and links to 

other indicators. By analyzing variations, the influence of sub-indicators on the 

indicator of right-hand can be determined. And there is to quantify the causes of 

individual differences. Sum of the variances of partial factors is equal to the aggregate 

deviation indicators. This can be expressed as follows:  

i

aixyx                          (2.25) 

In which x is the basic ratio that influence and changes the indicator y. x is the 

absolute change in the basic ratio. The decompositions pyramid indicators are applied 

in additive or multiplicative relations. In the case of decompostion of ROE, the basic 

ratio caused by change in the 3component ratio. They can be calculated as: 

(2.26) 0,30,21a aaaΔxΔ
1

0,321,1a aaΔaxΔ
2
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The logarithmic method is taken into account the current change of all factors 

studied, and here is no problem with the established order of the individual indicators, 

or with the rest. This method can not apply to situations where the indices are 

negative indicators of changes as they are used in calculating logarithms. The method 

works with the logarithm that expresses the continuous yield and even sub-indicators, 

and the logarithm, which yields a continuous indicator x. Impact of the i-th 

component ration on the change in the basic ratio is calculated as follows: 

(2.27) 

In which, 
0,

1,

aiI
i

i

a

a
, and  

 

 

 

 

 

 

 

 

 

x
Iln

Iln
x

x

a

a
i

i
ΔΔ

0

1

x

x
I x

31,21,1a aΔaaxΔ
3
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3. Description of the Walt Disney co. 

3.1. Business Segment Introduction 

The Walt Disney Company, together with its subsidiaries, is a diversified 

worldwide entertainment company with operations in five business segments: Media 

Networks, Parks and Resorts, Studio Entertainment, Consumer Products and 

Interactive Media. It is the largest media conglomerate in the world in terms of 

revenue. For convenience, the terms “Company” are used to refer collectively to the 

parent company and the subsidiaries through which our various businesses are 

actually conducted. 

3.1.1 The Media Networks 

 Media Networks segment of the company is comprised of a domestic broadcast 

television network, television production and distribution operations, domestic 

television stations, international and domestic cable networks, domestic broadcast 

radio networks and stations, and publishing and digital operations. 

Generally, the Media Networks segment generates revenue from Affiliate Fees 

charged to MVSPs, advertising revenues from the sale to advertisers of time in 

programs for commercial announcements and other revenues which include the sale 

and distribution of television programming. Operating expenses include programming 

and production costs, technical support costs, distribution costs and operating labor. 

The Company operates the ABC Television Network, which as of October 2, 

2010, had affiliation agreements with 234 local stations reaching 99% of all U.S. 

television households. The ABC Television Network produces its own programs or 

acquires broadcast rights from third parties, as well as entities that are owned by or 
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affiliated with the Company and pays varying amounts of compensation to certain of 

the affiliated stations for broadcasting the programs and commercial announcements 

included therein. In certain cases the ABC Television Network receives fees for its 

broadcast feed. The ABC Television Network derives the majority of its revenues 

from the sale to advertisers of time in network programs for commercial 

announcements. 

The Company owns ten television stations, six of which are located in the top-ten 

markets in the United States. All of these television stations are affiliated with the 

ABC Television Network and collectively reach 23% of the nation’s television 

households. 

Cable networks group provides national programming networks, licenses 

television programming in domestic and international markets and invests in foreign 

television broadcasting, programming, production and distribution entities. Cable 

networks derive a majority of their revenues from fees charged to cable, satellite and 

telecommunications service providers. 

The Company’s Media Networks businesses compete for viewers primarily 

with other television and cable networks, independent television stations and other 

media, such as DVDs, video games and the internet. With respect to the sale of 

advertising time, our broadcasting operations compete with other television networks 

and radio stations, independent television stations, MVSPs and other advertising 

media such as newspapers, magazines, billboards, and the internet. Our television and 

radio stations primarily compete for viewers in individual market areas.  

Advertising revenues at the Media Networks are subject to seasonal advertising 

patterns and changes in viewership levels. Revenues are typically somewhat higher 

during the fall and somewhat lower during the summer months. Affiliate revenues are 

typically collected ratably throughout the year. Certain affiliate revenues at ESPN are 

deferred until annual programming commitments are met, and these commitments are 
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typically satisfied during the second half of the Company’s fiscal year, which 

generally results in higher revenue recognition during this period. 

3.1.2 Parks and Resorts 

    The Company owns and operates the Walt Disney World Resort in Florida, the 

Disneyland Resort in California, the Disney Vacation Club, the Disney Cruise Line, 

and Adventures by Disney. The Company manages and has effective ownership 

interests of 51% and 47%, respectively, in Disneyland Paris and Hong Kong 

Disneyland Resort. The Company also licenses the operations of the Tokyo Disney 

Resort in Japan. The Company’s Walt Disney Imagineering unit designs and develops 

new theme park concepts and attractions as well as resort properties. On November 5, 

2010, the Shanghai government and the Company announced a detailed agreement to 

build and operate a Disney theme park in Shanghai.  

The businesses in the Parks and Resorts segment generate revenues 

predominately from the sale of admissions to the theme parks; charges for room 

nights at the hotels; merchandise, food and beverage sales; sales and rentals of 

vacation club properties; and sales of cruise vacations. Costs consist principally of 

labor; depreciation; costs of merchandise, food and beverage sold; marketing and 

sales expense; repairs and maintenance; and entertainment. 

All of the theme parks and the associated resort facilities are operated on a 

year-round basis. Typically, the theme parks and resort business experiences 

fluctuations in theme park attendance and resort occupancy resulting from the 

seasonal nature of vacation travel and local entertainment excursions. Peak attendance 

and resort occupancy generally occur during the summer months when school 

vacations occur and during early-winter and spring-holiday periods.
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3.1.3 Studio Entertainment 

The Company distributes produced and acquired films (including its film and 

television library) in the theatrical, home entertainment and television markets. The 

primary banners for our films are Walt Disney Pictures, Touchstone Pictures, Pixar, 

Miramax and Dimension. The Company’s primary focus is Disney-branded films 

under the Walt Disney Pictures and Pixar banners. 

The revenue resources of the studio segment come from the distribution of 

films in the theatrical, home entertainment and television markets. Operating expenses 

include film cost amortization, which consists of production cost amortization, 

participations and residuals, costs of sales and distribution expenses. 

    In August 2009, the Company entered into an agreement with DreamWorks 

Studios (“DreamWorks”) to distribute live-action motion pictures produced by 

DreamWorks over the next seven years under the Touchstone Pictures banner. As part 

of the agreement, the Company will provide certain financing, which as of October 2, 

2010, totaled $92 million. 

   On July 29, 2010, the Company entered into an agreement to sell the majority of 

the assets of Miramax Film Corp. (Miramax) for $663 million, subject to closing 

conditions and adjustments. The transaction is expected to close by the end of 

calendar 2010. The sale includes both Miramax and Dimension film assets. 

    The Studio Entertainment businesses compete with all forms of entertainment. A 

significant number of companies produce and/or distribute theatrical and television 

films, exploit products in the home entertainment market, provide pay television 

programming services and sponsor live theater. We also compete to obtain creative 

and performing talents, story properties, advertiser’s support and broadcast rights that 

are essential to the success of our Studio Entertainment businesses.  
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The success of Studio Entertainment operations is heavily dependent upon public 

taste and preferences. In addition, Studio Entertainment operating results fluctuate due 

to the timing and performance of releases in the theatrical, home entertainment and 

television markets. Release dates are determined by several factors, including 

competition and the timing of vacation and holiday periods. 

3.1.4 Consumer Products 

     The Consumer Products segment engages with licensees, manufacturers, 

publishers and retailers throughout the world to design, develop, publish, promote and 

sell a wide variety of products based on existing and new characters and other 

Company intellectual property through its Merchandise Licensing, Publishing and 

Retail businesses. In addition to leveraging the Company’s film and television 

properties, Consumer Products also develops new intellectual property with the 

potential of also being used in the Company’s other businesses. 

   Based on independent surveys, the Company is the largest worldwide licensor of 

character-based merchandise based on retail sales. Operating results for the licensing 

and retail businesses are influenced by seasonal consumer purchasing behavior and by 

the timing and performance of animated theatrical releases and cable programming 

broadcasts.     

3.1.5 Interactive Media 

      The Disney Interactive Media Group creates and delivers Disney-branded 

entertainment and lifestyle content across interactive media platforms. The primary 

operating businesses of the Disney Interactive Media Group are Games which 

produces multiplatform games for global distribution, and Online which produces 

internet websites in the United States and internationally. 

    The Disney Interactive Media Group derives revenues from a combination of 
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wholesale sales, licensing, advertising, sponsorships, subscription services and online 

game accessories (micro transactions). Operating expenses include product 

development, costs of goods sold and distribution expenses. The Disney Interactive 

Media Group also manages the Company’s Disney-branded mobile phone business in 

Japan which provides mobile phone service and content to consumers. 

    On August 27, 2010, the Company completed the acquisition of Playdom, Inc., a 

company that develops and publishes online games for social networking websites. 

    The Company’s online sites and products compete with a wide variety of other 

online sites and products. The Company’s video game business competes primarily 

with other publishers of video game software and other types of home entertainment. 

Operating results for the video game business fluctuate due to the timing and 

performance of video game releases which are determined by several factors 

including theatrical releases and cable programming broadcasts, competition and the 

timing of holiday periods. Revenues from certain of the Company’s online and mobile 

operations are subject to similar seasonal trends. 

3.2 Risk Factors 

 As a large company with various business segments, there are many kinds of risk 

factors meshed with maintaining the success of the Company’ operation. 

Firstly, from fiscal 2008 to fiscal 2009, the big recession of US economy and 

world-range big changes in economic condition performed a big risk factor that 

influence the profitability of the Company. This external cause is what the company 

can not escape from. Economic recession as the cause for a lower demand for wide 

variety of the company’s products and services, also gave rise to the shift in consumer 

demand away from entertainment products due to price increases. The ways in which 

any changes in the Company’s business strategy made may influence its capability of 

generating profit. As changes in the company’s business environment occur it is may 



 

27 

 

needed to adjust business strategies to meet these changes or otherwise finding it 

necessary to restructure the operations or particular businesses or assets. In any case 

of restructure, the company’s cost will increase. 

     Besides, as a company providing services and products involved entertainment, 

the Company’s success largely depends on the world-wide acceptance of its offering 

and products. So the potential change in public and consumer tastes and preferences 

for the products and services is another risk the company should face. Caring about 

and going with the trend and shifting of consumers’ preferences and tastes is the key 

of success. If a company lost the sensitivity to consumers’ demand and taste, even can 

not satisfy the demand of consumers, the value of its products or services may 

decrease, and as a result, revenue as well as advertising sales will also decline 

simultaneously. 

    Thirdly, the risks also triggered by changes in technology and consumer 

consumption patterns. The media entertainment company is contingent heavily on its 

“ability to acquire, develop, adopt, and exploit new technologies” to differentiate 

itself from other competitors and the emergence of new technologies also influences 

the market demand for certain products. Therefore, the Company must keep 

cutting-edge with recent innovations in the technological area and be highly sensitive 

to the innovation of new technology. 

     Otherwise, Maintenance of intellectual property rights in the entertainment 

industry means a key insurance for the Company’s success. If relevant laws are 

drafted or interpreted in ways that limit the extent or duration of the Company’s right, 

or if existing laws are changed, the Company’s ability to generate revenue from its 

intellectual property may decrease and the cost of maintaining rights may increase.  

Competitive pressures are also an extremely high risk element for the 

Company, especially regarding the cable and broadcast networks. Other stations and 

companies are fighting for the same viewers, and consumers may divert from its 
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creative or products to other entertainment form or products, then reduce our revenue 

and increase financial cost of the Company. The Company is finding other means and 

platforms to deliver content to audiences.  
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 4. Financial Analysis of Walt Disney Company 

This chapter provides a detailed narrative on the Company’s financial 

performance and conditions that could read in conjunction with the accompanying 

financial statements.  

From the fiscal year 2006 to 2010, the Company has achieved relatively stable 

growth and expansion. The detailed analysis will be illustrated and explored in 

following four subchapters: 4.1 General Business Segments’ Performance; 4.2 

Changes in Main Items of Financial Statements; 4.3 Analysis based on Key Financial 

Ratios; 4.4 Analysis based on Pyramidal Decompositions. 

4.1 General Business Segments’ Performance 

From Table 4.1, it is easy to find out the business segment results of the 

Company from fiscal 2006 to 2010. It illustrates that media network generated the 

most part of revenue of the Company from fiscal 2006 to 2010. 

2006 vs2007 

In fiscal 2006, the Company generated $14.2 billion revenue from Media 

Networks operating, the number climbed to $15.1 billion in fiscal 2007, consisting of 

a 12% increase, or almost 1billion at Cable Network and a 1% decrease at 

Broadcasting. Nevertheless, concerning to the operating income of Media Network 

segment during the period of fiscal 2006 to 2007, it increased from $3.5 billion to 

$4.3billion, which was contributed by a 19% increase at Cable Network and a 45% 

increase at Broadcasting. Even though the revenue at Broadcasting decreased from 

2006 to 2007, there was a big climbing of operating income at Broadcasting, which 

was a good sign of effective operation at this sub-segment during this period.  

The revenue generated from Parks and Resorts was $9.9 billion in fiscal 2006, 
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and the amount increased to $10.6 billion in fiscal 2007, whereas segment operating 

income increased from $1.5billion to $1.7 billion.  

Similarly, Studio Entertainment generated $7.529 billion revenue for the 

Company in fiscal 2006, which decreased a little to $7.491 billion in fiscal 2007. As 

for operating income, Studio Entertainment generated $728 million in fiscal net 

operating income in fiscal 2006, and the number increased to $1.195 billion in 2007.  

Consumer Products segment has the highest profit margin among these main 

business segments of the Company. During the period from fiscal 2006 to 2007, 

revenue generated from Consumer Products increased a little from $2.107 billion to 

$2.289billion, whereas the operating income increased from $607million to 

$631million.  

2007 vs2008 

     In fiscal 2008, the Media Networks Segment generated revenue of $15.875 

billion, or an increase by $771 million from fiscal 2006, consisting of a 10% increase, 

or $874 million, at the Cable Networks and a 2% increase, or $138 million, at 

Broadcasting. Segment operating income increased 11%, or $480 million, to $4.8 

billion for the year due to an increase of $523 million at the Cable Networks partially 

offset by a decrease of $43 million at Broadcasting. 

As for Parks and Resorts, it generated $11.504 billion revenue in fiscal 2008, 

increasing by almost $878 million from fiscal 2007 due to increases of $439 million at 

our domestic resorts and $439 million at our international resorts. And the operating 

income increased to $1.897 billion in fiscal 2008, primarily due to increases at 

Disneyland Resort Paris and the Walt Disney World Resort. 

And Studio Entertainment generated $7.348 billion revenue in fiscal 2008, 

decreased 2%, or $143 million, primarily due to decreases of $117 million in 
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worldwide television distribution, $112 million in domestic theatrical distribution, and 

$66 million in domestic home entertainment, partially offset by an increase of $147 

million in international home entertainment. The operating income decreased 9%, or 

$109 million, to $1.1 billion primarily due to lower revenues in domestic home 

entertainment. 

The revenue of Consumer Products increased 26%, or $586 million, to 

$2.9billion in fiscal 2008, due to increases of $231 million at the Disney Stores, $181 

million at Merchandise Licensing and $162 million at Disney Interactive Studios. 

Meanwhile, Segment operating income increased 14%, or $87 million, to $718 

million due to growth at Merchandise Licensing, partially offset by a decrease at the 

Disney Stores due to the acquisition of the Disney Stores North America 

2008 vs2009 

     In fiscal 2009, the Media Networks generated $16.209 billion revenue for the 

Company, increased by $352 million from fiscal 2008. The slight increased was 

contributed by $524 million increased at Cable Network and offset by $162 million 

decrease at Broadcasting. Operating income decreased $216 million, to $4.765 billion 

in fiscal 2009 due to a decrease of $337 million at Broadcasting and offset by an 

increase of 121 million at Cable Networks. 

The revenue of Parks and Resorts segment decreased $837 million to $10.667 

billion in fiscal 2009, consisting of decreases of $531 million at the domestic 

operation and $306 million at international operations. Operating income decreased to 

$1.418 billion in fiscal 2009, mainly because of the domestic operations and Disney 

Paris. 

As for Studio Entertainment, its revenue decreased $1.2 billion in fiscal 2009, to 

$6.136 billion due to the decreases of $978 million in worldwide home entertainment, 

$129 million in music distribution and $106 million in worldwide TV distribution. 
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Meanwhile, the operating income of Studio Entertainment faced a sharp decrease in 

2009, from $1.086 billion to $176 million, which was caused by decrease at 

worldwide home entertainment, worldwide theatrical distribution and worldwide TV 

distribution. 

Consumer Products almost generated the same revenue as 2008 in 2009, a slight 

increase at $10 million, whereas the operating income decreased by $169 million to 

$609 million in fiscal 2009. Lower results at Merchandise Licensing and at Retailer 

Business are the main reasons of the weak performance. 

Interactive Media’s revenue decreased from $719 million to $712 million, driven 

by the lower sales of self-published video games and lower licensing revenue. 

Segment operating income of interactive media in these two years constantly caused 

loss for the Company. In fiscal 2008, the loss was $258 million and it increased to 

$295 million in fiscal 2009. High costs per unit and the lower results of Disney 

Interactive Studio caused the loss. 

Table4.1: Business Segment Performance (2006-2010) 

（$in millions） 
2006  2007  2008  2009  2010  

Revenues： 
     

Media Networks   14,186.00  

 

  15,104.00    15,875.00    16,209.00    17,162.00  

Parks and Resorts    9,925.00    10,626.00    11,504.00    10,667.00    10,761.00  

Studio Entertainment     7,529.00     7,491.00     7,348.00     6,136.00     6,701.00  

Consumer Products    2,107.00     2,289.00     2,415.00     2,425.00     2,678.00  

Interactive Media  -   -       719.00       712.00       761.00  

Total   33,747.00    35,510.00    37,843.00    36,149.00    38,063.00  

           

Segment operating  

income: 
          

Media Networks    3,481.00     4,275.00     4,981.00     4,765.00     5,132.00  

Parks and Resorts    1,534.00     1,710.00     1,897.00     1,418.00     1,318.00  

Studio Entertainment      728.00     1,195.00     1,086.00       175.00       693.00  

Consumer Products      607.00       631.00       778.00       609.00       677.00  

Interactive Media         -258.00      -295.00      -234.00  

Total    2,869.00     7,811.00     8,484.00     6,672.00     7,586.00  
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4.2 Changes in Main Components of Financial Statements 

4.2.1 Main Components in Balance Sheet 

 Horizontal Analysis   

As Table 4.2 illustrated that, from fiscal 2006 to 2010, the amount of total asset 

of the Company was persistently increasing. Especially in the period 2009 to 2010, 

the growth rate climbed to 9.65%, which was contributed by the high increasing rate 

(11.23%) of non-current assets.  

From fiscal 2006 to 2007, the total assets of the Company increased 1.55%, or 

$930 million. And the total current assets increased $1.752 billion, or 18.32% for 

fiscal 2007 while non-current assets decreased $822 million, or 1.63%, which was an 

unusual change. For fiscal 2008, total assets of the Company increased $1.569billion, 

or 2.58%; total current assets climbed by $352 million, or 3.11%; total non-current 

assets increased $1.217 billion, or 2.45%. From fiscal 2008 to 2009, the Company 

faced a recession but still remained an increase $620million, or 0.99% in total assets; 

total current assets increased $223 million, or 1.91% for fiscal 2009; and total 

non-current assets increased $397 million, or 0.78%. From fiscal 2009 to 2010, the 

Company increased non-current assets by $5.753 billion, or 11.23%, which was quite 

a big expansion. 

 The amount of the total capital of the Company was also climbing with the 

same rate as total assets. It can be found from Table 4.2 that from fiscal 2006 to 2007, 

the total liabilities of the company increased $1.997 billion, or 7.09%, among which, 

total current liabilities increased $1.181 billion, or 11.57% and non-current liabilities 

increased $816 million, or 4.54%. From fiscal 2007 to 2008, total liabilities of the 

Company just reduced by $1 million; among which total current liabilities increased 

$200 million, or 1.76%; total non-current liabilities decreased $201 million, or 1.07%. 

From fiscal 2008 to 2009, total liabilities of the Company decreased $791 million, or 
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2.62%; total current liabilities declined by $2.657 billion, or 22.92%; total non-current 

liabilities increased $1.866 billion, or 10.04%. The structure of liabilities really 

changed a lot in fiscal 2009. From fiscal 2009 to 2010, total liabilities of the Company 

increased $2.304 billion, or 7.84%; among which total current liabilities increased 

$2.066 billion, or 23.13%; total non-current liabilities increased $238 million, or 

1.16%. 

As for the total equity of the Company, from fiscal 2006 to 2007, total equity 

reduced $1.067 billion, or 3.35%; for fiscal 2008 total equity increased $1.57 billion, 

or 5.11%; for fiscal 2009 total equity increased $.411 billion, or 4.37%; and in 2010, 

the amount of total equity even increased $3.785 billion, or 11.22%. 

Table 4.2: Annual Change in Balance Sheet (2006-2010) 

 

2006-2007 2007-2008 2008-2009 

 

2009-2010 

 

Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Absolute 

change 

Relative 

change 

Total Current 

Assets 
1,752 18.32% 352 3.11% 223 1.91% 336 2.83% 

Total Non-current 

Assets 
-822 -1.63% 1,217 2.45% 397 0.78% 5,753 11.23% 

Total Assets 930 1.55% 1,569 2.58% 620 0.99% 6,089 9.65% 

Total Current 

Liabilities 
1,181 11.57% 200 1.76% -2,657 

-22.92

% 

2,066 23.13% 

Total Non-current 

Liabilities 
816 4.54% -201 -1.07% 1,866 

10.04

% 

238 1.16% 

Total Liabilities 1,997 7.09% -1 0.00% -791 -2.62% 2,304 7.84% 

Total Equity -1,067 -3.35% 1,570 5.11% 1,411 4.37% 3,785 11.22% 

Total Liabilities 

and Equity 
930 1.55% 1,569 2.58% 620 0.99% 6,089 9.65% 

Structure Analysis. 

    As Chart 4.1 illustrated that total assets of the Company contain ten main 
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items. They are cash and short-term investment, total receivables, total inventory, 

prepaid expenses, other current assets, property/plant/equipment, net goodwill, net 

intangibles, long term investment, and long-term investment. Each item of assets 

takes a relatively stable rank of proportion of the assets. Among them, Goodwill 

composed the biggest part, almost 40% per fiscal year. Property/plant/equipment is 

the second biggest part, about 30% of the total assets per fiscal year. And net 

intangibles made up about 13% of the assets of the Company. These three long-term 

assets make up about 83% of the assets of the Company in total from fiscal 2006 to 

2010. Even though there was a little fluctuating in the amount of items between two 

contiguous years, there were no structure changes of the Company’s assets from fiscal 

2006 to 2010. Total long-term assets made up about 85% (approximately equals the 

sum of net goodwill, net intangibles and property/plant/equipment and long-term 

investment) the total assets since total short-term assets composed about 15% of the 

total assets.   

Chart 4.1: Structure Analysis for Assets of the Company (2006-2010) 
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From Table 4.3, it can be found out that from fiscal 2006 to 2010, the Company’s 

capital increased stably. In 2006, the total liabilities and equity of the Company is 
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$59.998 billion, and the number increased to $60.928 billion and $62.497 billion 

respectively in 2007 and 2008. In 2009, the total capital is $63.117 billion then it 

increased a lot to $69.206 billion in 2010. Meanwhile, above 50% of the Company’s 

capital was made up by equity. And from fiscal 2006 to 2007, the percent of liabilities 

of total capital increased almost 3%, but from the fiscal 2007 to 2010, the Company 

had a preference in equity, the proportion of which was keeping growing. From fiscal 

2007 to 2008, the total equity increased from $30.753 billion to $32.323 billion. And 

it increased to $33.734 billion in 2009. In 2010, total equity of the Company 

continuously jumped a lot to $37.519 billion.  

Table 4.3: Capital Structure of the Company (2006-2010) 

 

2006 2007 2008 2009 2010 

Total Liabilities 28,178.00 30,175.00 30,174.00 29,383.00 31,687.00 

Total Equity 31,820.00 30,753.00 32,323.00 33,734.00 37,519.00 

Total Liabilities 

and Equity 
59,998.00 60,928.00 62,497.00 63,117.00 69,206.00 

 

4.2.2 Main Components in Income Statement 

Horizontal Analysis 

As Graph 4.2 illustrated, revenues of the Company kept increasing from fiscal 

2006 to 2008, but a little drop in 2009, to $36.149billion. The drop at that period was 

on account to the tough situation of global economy. The decline of economic 

activities in US and other regions of the world in which we do business adversely 

affected the demand of the Company’s services and business, thus reducing its 

earnings. However, from fiscal 2009 to 2010, the Company made a good transition 

and achieved revenue above $38 billion. From fiscal 2006 to 2007, the Revenues if 

the Company increased 5%, or $1.3 billion, to $35.5 billion; from fiscal 2007 to 2008, 

the revenues of the Company increased by 7%, or $2.3 billion, to $37.84 billion; form 
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fiscal 2008 to 2009, the revenues of the Company decreased 4%, or $1.7 billion, to 

$36.1 billion; and from fiscal 2009 to 2010, Revenues of the Company increased 5%, 

or $1.9 billion, to $38.1 billion. 

   From the Graph 4.2, it can also be found that the costs and expenses of the 

business had an apparently increasing from fiscal 2007 to 2010, which also declined 

or adversely affected the profitability of the Company. 

Graph &Table 4.2: Annual Change for Components in Income Statement (2006-2010) 
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2006 2007 2008 2009 2010 

Revenues 34,285.00 35,510.00 37,843.00 36,149.00 38,063.00 

Costs 

andeexpen

ses 

28,807.00 28,729.00 30,439.00 30,452.00 31,337.00 

Considering the net income attributable to the Company, as table 4.1.3 

illustrated that from fiscal 2006 to 2007, the number increased $1.31billion, to 

$4.69billion and diluted earnings per share increased 37% to $2.25. Income taxes 

during this period increased from $1.89 billion to $2.874 billion, main due to the 

increase in the item of income before income taxes. 

From fiscal 2007 to 2008, net income decreased 6%, or $260 million, to $4.4 

billion; and diluted earnings per share increased 1% to $2.28. Both Income taxes and 

net income declined a little, from $2.874 billion to $2.673 billion and from $4.864 

http://www.stock-analysis-on.net/Knowledge-Base/Revenues
http://www.stock-analysis-on.net/Knowledge-Base/Other-Cost-and-Expense-Operating
http://www.stock-analysis-on.net/Knowledge-Base/Other-Cost-and-Expense-Operating
http://www.stock-analysis-on.net/Knowledge-Base/Other-Cost-and-Expense-Operating
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billion to $4.72 9billion respectively. 

From fiscal 2008 to 2009, net income attributable to Disney decreased 25%, or 

$1.1 billion, to $3.3 billion; and EPS decreased 23% to $1.76, mainly because of the 

relatively big decrease in net income from $4.729 billion to $3.609 billion. 

 During fiscal 2009 to 2010, net income attributable to Disney increased 20%, or 

$656 million, to $3.963 billion. Income taxes increased from $2.049 billion to $2.314 

billion during this period. Meanwhile, net income increased from 3.609 billion to 

$4.313 billion. EPS also increased from $1.76 to $2.03. 

Table4.4: Main Items in Income Statement (2006-2010) 

 2006 2007 2008 2009 2010 

Income taxes 1,890.00 2,874.00 2,673.00 2,049.00 2,314.00 

Net income 3,557.00 4,864.00 4,729.00 3,609.00 4,313.00 

Net income attributable to 

The Walt Disney Company 

(Disney) 

3,374.00 4,687.00 4,427.00 3,307.00 3,963.00 

Earning per share 

distributed  

to Disney(diluted) 

1.64 2.25 2.28 1.76 2.03 

Structure Analysis 

   As chart 4.3 and chart 4.4 illustrated, the total income of the Company 

contains three main parts: Net income, income taxes and costs (expenses). Among 

them, costs (expenses) made up the biggest proportion of income, about 80% of the 

total income. About 13% of the total income was the net income. And the Company 

had to pay about 7% of the total income for corporation income tax per year from 

fiscal 2006 to 2010. And the chart 4.4 also revealed that the proportion of costs 

(expense) to total income decreased a little from fiscal 2006 to 2007, meanwhile, the 

proportion of net income and income tax to total income increased, which due to the 

increase of total income during that period. From fiscal 2007 to 2008, the income tax 

decreased a little and net income rarely changed. The proportion of costs (expenses) 

http://www.stock-analysis-on.net/Knowledge-Base/Income-Tax-Expense-Benefit
http://www.stock-analysis-on.net/Knowledge-Base/Net-Income-Loss
http://www.stock-analysis-on.net/Knowledge-Base/Net-Income-Loss-Attributable-to-Parent
http://www.stock-analysis-on.net/Knowledge-Base/Net-Income-Loss-Attributable-to-Parent
http://www.stock-analysis-on.net/Knowledge-Base/Net-Income-Loss-Attributable-to-Parent
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to total income increased a little, which is not easy to find out. And from fiscal 2008 

to 2009, the proportion of costs (expenses) increased relatively more. Meanwhile, the 

proportion of income tax and net income decreased. The proportion of income tax 

rarely changed from fiscal 2009 to 2010. And the percentage of net income increased 

a little when the proportion of costs (expenses) decreased.    

Chart4.3: Structure Analysis of Income Statement (2006-2010 as reported) 
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Chart4.4: Structure Analysis of Income statement (2006-2010 common-size statement) 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2006 2007 2008 2009 2010

Fi scal  Year

P
e
r
c
e
n
t
a
g
e
 
o
f
 
r
e
v
e
n
u
e
s I ncome

t axes

Net
i ncome

Cost s
and
expenses

 

 



 

40 

 

4.2.3 Main Components in Cash Flow Statement 

Horizontal Analysis 

   As the Table 4.6 showed that there was a relatively stable cash inflow provided 

by the Company’s business operations from fiscal 2006 to 2010. The number 

decreased from $6.058 billion to $5.398 billion, or 10.98% during fiscal 2006 to 2007, 

then increased a little to $5.45 billion in 2008, and then there was another drop to $5.0 

billion in 2009. Obviously, cash provided by operations climbed a lot from fiscal 2009 

to 2010, almost 30% increasing on the basis of 2009. 

There was a relatively big fluctuation in cash that used in investing activities 

from fiscal 2006 to 2010. The number went up from $227 million to $618million 

during fiscal 2006 to 2007, following a big increase to $2.2 billion in 2008, almost 

250% on the basis of 2007. From fiscal 2008 to 2009, the Company held a relatively 

conservative attitude to investing, but still kept 2.1 billion investing outflow. In fiscal 

2010, the Company increased investing capital to $4.5 billion, about 115% on the 

basis of 2009, which revealed a recovery and expansion process against the backdrop 

of global financial crisis. 

With regard to the cash used in financing activities, the number has a decreasing 

trend from fiscal 2006 to 2010, the reason of which lied in the changes of preference 

in financing activities. In 2006, the Company sold $85 million commercial papers, yet 

the number climbed to $1,190 million in fiscal 2010. And the cash used in 

repurchasing stocks is $6.9 billion in 2006, but $2.7 billion in 2010 the Company kept 

a stable amount of dividend paying at above 15% of net income.   
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Table 4.6: Cash Flow in Different Activities (2006-2010) 

 

2006 2007 2008 2009 2010 

Cash provided by operations 6,058.00 5,398.00 5,446.00 5,064.00 6,578.00 

Cash used in investing activities -227.00 -618.00 -2,162.00 -2,096.00 -4,523.00 

Cash used in financing activities -5,143.00 -3,619.00 -3,953.00 -2,552.00 -2,750.00 

Graph 4.5: Annual Change of Cash Flow in Different Activities (2006-2010) 
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Considering the change of total cash flow during every year, the general 

condition of liquidity of the Company at every period can be comprehended. 

As Graph 4.6 showed that as following, the Company kept cash inflow during 

fiscal 2006 and fiscal 2007. And the amount of the cash stream went up from 2006 to 

2007. However, in 2008, cash hold by the Company at the end of the year is smaller 

than which at the beginning of the year. The same situation occurred in fiscal 2010. 

That is partly due to the large amount of investing capital inputs in the two fiscal 

years. 
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Graph 4.6: Horizontal Analysis for Cash Flow (2006-2010) 
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4.3 Analysis based on Key Financial Ratios 

Profitability analysis 

In order to comprehend the Company’s overall efficiency and performance on 

business, profitability analysis will be introduced in this chapter and explored 

thoroughly. 

Firstly, profitability analysis can be divided into two types-----operating 

performance and return on investing. Ratios that illustrate operating performance are 

Margins, which represent a key factor in pricing, return on marketing spending, 

earnings forecasts, and analyses of customer profitability. Meanwhile return on 

investing represents the firm's ability to measure the overall efficiency of the firm in 

generating returns for its shareholders. 

As the Table 4.7 illustrated, from 2006 to 2010, gross profit margins of the 

Company maintained at 15% to 20%. The margin climbed to 19.1% and 19.57% in 

fiscal 2007 and 2008 respectively, which was due to the relatively high profits, $6.8 
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billion and $7.4 billion for the two years.  

Meanwhile, operating profit margin can be calculated by deducting restructuring 

and impairment (charges) and other credits from the gross profit. It is easy to find that 

the gross profit margins are the same number as operating profit margin for fiscal 

2007 and 2008. And due to $492 million restructuring and impairment charge in 2009, 

the difference between gross profit margin and operating profit margin is about 1.4%. 

The most significant impairment charges in 2009 were $142 million related to radio 

FCC license and $65 million related to our investment in UTV. 

Table 4.7: Gross Profit Margin and Operating Profit Margin (2006-2010) 

 2006 2007 2008 2009 2010 

Gross Profit Margin 15.98% 19.10% 19.57% 15.76% 17.67% 

Operating Profit Margin 16.03% 19.10% 19.57% 14.40% 16.96% 

Considering net profit margin, it illustrates the operating performance of the 

Company more precisely because of deducting other expenses and income taxes. 

From Table 4.8, it can be found that the Margin increased from 10.37% in fiscal 2006 

to 13.7% in fiscal 2007, which was also the peak in the four years. Then the Company 

faced a continuous decline on net profit margin from fiscal 2007 to 2009, to 9.98%, 

which was partly on account to the lower operating income in fiscal 2009 comparing 

with other fiscal years. And because a good recovery on business and performance, 

the Company generated 11.33% profit margin against the continuing decline in 

economic conditions. 

Table 4.8: Net Profit Margin (2006-2010) 

 

2006 2007 2008 2009 2010 

Net profit margin 10.37% 13.70% 12.50% 9.98% 11.33% 
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As regard to the second type of profitability analysis, return, return on assets of 

the Company will be analyzed firstly. Return on assets shows how profitable a 

company's assets are in generating revenue and it is computed as net income dividing 

total assets. Because the amount of total assets of the Company was continuous 

increasing from fiscal 2006 to 2010, so the main effect factor which resulted in the 

fluctuating of the Returns is net income of each year. Highest net income was 

generated in 2007 ($4.864 billion) corresponding to highest return on assets (as well 

as return on equity).  

Return on equity (ROE) measures a firm's efficiency at generating profits from 

every unit of shareholders' equity. As Table 4.9 revealed, return on equity of the 

Company had an almost same changing trend from fiscal 2006 to 2010 and it is 

maintained at approximately 11% to 16%. In respect the importance of ROE to 

measure the Company’s earning growth, it will be discussed thoroughly in the next 

Chapter.  

Table 4.9: ROA&ROE (2006-2010) 

 

2006 2007 2008 2009 2010 

Net income 3,557.00 4,864.00 4,729.00 3,609.00 4,313.00 

Return on assets 5.93% 7.98% 7.57% 5.72% 6.23% 

Return on equity 11.18% 15.82% 14.63% 10.70% 11.50% 

From above discussion, the ability of the Company to generate profit from fiscal 

2006 and 2010 can be comprehended. Like the Graph 4.7 revealed, the Company got 

highest value of every profitability indicator in 2007 and the lowest in 2009. It is easy 

to find out that the poor performance in fiscal 2009 was contributed by the high 

expenses and low net income. 

 

 

http://en.wikipedia.org/wiki/Profit_(accounting)
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Revenue
http://www.stock-analysis-on.net/Knowledge-Base/Net-Income-Loss
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Graph 4.7: Profitability Analysis (2006-2010) 
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Liquidity analysis 

 At its essence, liquidity measures how quickly the company assets can be 

converted into cash. Generally，it is a fundamental measurement in company analysis 

as it shows the company’s ability to manage its current assets as well as debts and 

influences its ability to obtain financing. The better equipped the company is to obtain 

financing, the better its prospects for growth. In this chapter, liquidity of the Walt 

Disney Company will be analyzed in order to establish its liquidity and determine 

how well it can meet its obligations  

Here are three key ratios help us to measure liquidity: current ratio, the cash ratio 

and quick ratio. 

The Current Ratio is the ratio of current assets to current liabilities. It 

demonstrates an organization’s ability to cover its short-term obligations and naturally, 

the higher the ratio, the higher the level of liquidity. A healthy usually display current 

ratio higher than 1.0. As Table 4.10 showed that in fiscal 2006 and 2007, the 



 

46 

 

Company had current ratios below 100%, 93.65% and 99.32% respectively. The 

number increased above 100% in fiscal 2008 and in fiscal 2009, the current ratio 

climbed to 133%, which was contributed mostly by the smaller amount of current 

liabilities  

The current assets of the Company were increasing stably in the four years, from 

$9.5 billion to $12.2 billion. Major items composed the current assets are cash and 

short-term investment, inventory, receivables and other current assets, among which, 

inventory increased a lot from fiscal 2007 to 2008, $641million and $1.124billion 

respectively. And it maintained about $1.3 billion in the last two fiscal years.              

Meanwhile, total current liabilities of the Company maintained about 10billion to 

11.5billion in the five fiscal years, except 2009. In 2009, the Company reduced 

current liabilities to about 8.9billion due to relatively lower. Current Port. of LT Debt 

and Capital Leases, only $1.2billion. The amount of Current Port. of LT Debt and 

Capital Leases for the other years are $2.7billion, $3.3billion and $3.5billion 

respectively. 

Table 4.10: Current Ratio &Factors (2006-2010) 

 

2006 2007 2008 2009 2010 

Total Current Assets 9,562.00 11,314.00 11,666.00 11,889.00 12,225.00 

Total Current 

Liabilities 

10,210.00 11,391.00 11,591.00 8,934.00 11,000.00 

Current ratio 93.65% 99.32% 100.65% 133.08% 111.14% 

 The Cash Ratio is the ratio of the sum of cash and marketable securities to 

current liabilities and is the most conservative of the three key liquidity ratios. It only 

takes into account cash and short-term securities, which is usually considered the 

most liquidity asset of the Company, thus showing the true level of liquidity of a 

given company.  

From fiscal 2006 to 2007, the cash ratio of the Company increased from 23.61% 

http://www.spireframe.com/define/financial-ratio/cash-ratio
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to 32.22%. Then the ratio dropped to 25.9% in 2008 there with the climbing to 38.3% 

in 2009 and another decreasing to 24.8% in 2010. It was quite a fluctuating process. 

As Table 4.11 illustrates, the largest amount of cash and short-term investment was 

generated in 2007 and the smallest amount of current liabilities was generated in 2009, 

which can partly help with explaining the reason that relatively high cash ratios were 

generated in these two fiscal years. 

Table 4.11: Cash ratio & Factors (2006-2010) 

 

2006 2007 2008 2009 2010 

Cash and Short Term 

Investment 

2,411.00 3,670.00 3,001.00 3,417.00 2,722.00 

Total Current Liabilities 10,210.00 11,391.00 11,591.00 8,934.00 11,000.00 

Cash ratio 23.61% 32.22% 25.89% 38.25% 24.75% 

As regard to Quick Ratio，which is the ratio of the sum of cash and short-term 

investment and accounts receivable to current liabilities. It is more conservative than 

the current ratio as it does not account for certain current. 

It can be found that from the Table 4.12, the quick ratios of the Company was 

fluctuating around 70% to 78% in the five fiscal years, expect the little surge to 92.6% 

in 2009. Gross accounts receivables of the Company were quite stable in the four 

fiscal years, floating around $5 billion. And the proportion of assets’ parts composed 

by cash and short-term investment and accounts receivable to total liabilities are quite 

similar in fiscal 2006, 2007, 2008 and 2010. The main effect factor that influences the 

quick ratio is the amount of current liabilities. The smaller amount of liabilities in 

2009 contributed to the high quick ratio. 
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Table 4.12: Quick Ratio & Factors (2006-2010) 

 

2006 2007 2008 2009 2010 

Cash and Short Term 

Investment 

2,411.00 3,670.00 3,001.00 3,417.00 2,722.00 

( Accounts Receivable - 

Trade, Gross 

4,451.00 4,724.00 5,207.00 4,794.00 5,454.00 

Total Current Liabilities 10,210.00 11,391.00 11,591.00 8,934.00 11,000.00 

Quick ratio 69.72% 76.39% 72.25% 92.58% 77.33% 

As Graph 4.8 showed illustrated, the three liquidity ratios had quite similar change 

trend in the five fiscal years. It can be concluded that the Company had the best 

liquidity in fiscal 2009 and lowest liquidity in 2006. Because the data are limited and 

in short time range, it is difficult to deduce the future trend of the Company’s liquidity. 

The company faced a little drop of liquidity ratios in 2010 but the numbers are still 

higher than the numbers in the first three years so a good prospect can be hold. It can 

be also concluded that from Graph 4.8 that cash ratio is the most conservative, and 

current ratio is the least conservative and has most effect factors. 

Graph 4.8: Liquidity Analysis (2006-2010)  
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Activity Analysis 

     Activity analysis helps with comprehending the ability of the Company to 

manage its day to day operations. This section will be divided into two parts: 

Turnover Ratios and Operating Cycles. 

    The working capital turnover is an indicator of the efficiency of a company's 

management of working capitals. And it is the ratio of total revenue and working 

capital. The working capital of the Company is defined as the difference between total 

current assets and total current liabilities, which can be found in the balance sheet of 

the Company. A company has to tie up money to fund current assets, but this is offset 

by its ability to fund this from current liabilities, liabilities such as purchases on 

credit.  

It should be noticed that the working capital turnover formula does not look at 

how well a company is earning profits relative to working capital. The working 

capital turnover ratio formula only looks at revenues and not profits. 

From Table 4.13, it can be found that the working capital turnover ratios of the 

Company were negative in fiscal 2006 and 2007 due to the negative working capital 

in the two years. The negative working capital is a sign of managerial efficiency in the 

Company with low inventory and accounts receivable in fiscal 2006 and 2007, which 

means it operated on an almost strictly cash basis. This happened because in the 

Company’s customer goods selling area, customers paid upfront and so rapidly, the 

business had no problems raising cash. Products had been delivered and sold to the 

customer before the company ever paid for them. 

In fiscal 2008, the Company had a working capital turnover about 505(due to 

little difference between total current assets and total current liabilities), which means 

the company needs 1/505 of working capital for every $1 of annual revenue. If annual 

revenue increase by $505 of then the company will have to invest $1 in working 

http://moneyterms.co.uk/current_liabilities/
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capital to be able to meet this. It is a really good situation because the company had 

very high efficiency to generate revenues with low working capital. Similarly, in 

fiscal 2009 and 2010, the Company had working capital turnovers 12 and 31 

respectively. They were not as high as the ratio in 2008 but they were still good 

symptom of a good operating ability. 

Table 4.13: Working Capital Turnover & Factors (2006-2010) 

 

2006 2007 2008 2009 2010 

Total Current Assets 9,562.00 11,314.00 11,666.00 11,889.00 12,225.00 

Total Current Liabilities 10,210.00 11,391.00 11,591.00 8,934.00 11,000.00 

Revenues 34,285.00 35,510.00 37,843.00 36,149.00 38,063.00 

Working capital turnover -52.91 -461.17 4.7 12.23 31.07 

   Receivable Turnover is computed as the total revenue dividing by total 

receivables. Receivables are sales made to customers on credit with terms for 

customers to pay the balance due, usually within 30 days. Receivable turnover 

quantifies a company’s effectiveness in extending credit as well as collecting debts. 

As an activity ratio, it measures how efficiently a company uses its assets. 

As Table 4.14 illustrated, the Company had very stable receivable turnovers 

from fiscal 2006 to 2010, 7.7, 7.5, 7.3, 7.5 and 7.0 respectively. The mean value is 

about 7.4. The high value implies that the Company operated on a cash basis and that 

its extension of credit and collection of receivable was efficient.  

Table 4.14: Receivable Turnover (2006-2010) 

 

2006 2007 2008 2009 2010 

Receivable turnover 7.70        7.52        7.27        7.54        6.98  

As for the number of days of receivables, it is computed based on the receivable 

turnover. With the mean value of receivable turnovers from fiscal 2006 to 2010, it is 

easy to get the Company that, on average, its receivables turned over about 50 days 

http://www.stock-analysis-on.net/Knowledge-Base/Revenues
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each time. The general number of days in the year, 360, is divided by the ratio of 7.4 

to arrive at the 50-day turnover rate. And from the following table, it can be found 

that the number of the days of receivables from fiscal 2006 to 2010 is truly stable with 

an average value 50. 

Table 4.15: Number of Days of Receivables (2006-2010) 

 

2006 2007 2008 2009 2010 

Number of days of receivables 48  49  51  49  53  

 Solvency Analysis 

Solvency is the ability of a business to have enough assets to cover its liabilities. 

Sometime Solvency is often confused with liquidity, but it is not the same thing. It 

refers to the financial soundness of an entity in their ability to repay their debts, 

whereas Liquidity refers to investments of companies. If a company is considered 

liquid, what that actually means is that all their money and investments are placed in 

holdings or forms that can easily be distributed as cash. 

Through the proceeding of solvency analysis, the financial risk level of the 

Company can be measured--- the Company’s ability to meet its required payments 

under its agreements. Firstly the solvency ratios would be divided into two types: 

Component-percentage Solvency Ratios and Coverage Ratios. Generally 

component-percentage solvency ratios were used to assess how reliant the company is 

on debt financing. Coverage ratios reveal the ability of the Company to satisfy the 

obligations that arise out of the debt financing, such as interest, principal repayment 

and lease payments. 

  The debt-to-assets ratio is a measure of the proportion of assets that is financed 

with both short-term and long-term debt. As Table 4.16 illustrated, from fiscal 2006 to 

2010, the Company hold debt-to-assets ratios around 46% to 50%, which means 

46%-50% of the Company’s assets was financed through debt and the most 
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proportion of the assets was still financed by equity. So the Company was not highly 

leveraged and the financial risk revealed by this ratio is not high. 

Long-term debt-to-assets ratio is the proportion of the company’s assets that is 

financed with long-term debt. Take the ratio in fiscal 2006 as an example, its 

long-term debt-to-assets ratio is 18.6%, which indicates that the company has $0.186 

in long term debt for each dollar it had in assets. The ratio increased a little to 19.97% 

in fiscal 2007 and declined a little to 18.2% and 18.6% in later two years. In fiscal 

2010, the ratio decreased to 15.0%. The decrease in this metric suggests the Company 

was less dependent on debt to grow its business in that period.  

 

    Debt-to-equity ratio is the proportion of the company’s total liabilities of its 

equity. With it the ratio of equity and debt the company is used to finance its assets 

can be compared. A high debt/equity ratio generally means that a company has been 

aggressive in financing its growth with debt. This can result in volatile earnings as a 

result of the additional interest expense. Table 4.16 indicates that the Company kept 

the debt-to-equity ratio below 100% from fiscal 2006 to 2010 and the debt-to-assets 

ratio had a same change trend with debt-to-equity.  

Table 4.16: Component-percentage Solvency Ratios (2006-2010) 

 

2006 2007 2008 2009 2010 

Debt-to-assets ratio 46.96% 49.53% 48.28% 46.55% 45.79% 

Long-term debt-to-assets 

ratio 

18.56% 19.97% 18.16% 18.57% 14.96% 

Debt-to-equity ratio 88.55% 98.12% 93.35% 87.10% 84.46% 

Moreover, look at the Table 4.17, interesting fact can be found, the interest 

expense (as the cost of debt) had a decreasing trend from fiscal 2006 to 2010. 

Especially when comparing the interest expense in 2006 and 2010 (because the 

debt-to-equity ratio in 2006 is the highest and that in 2010 is the lowest), the 

difference is $84 million. However the difference of dividends paid to shareholders in 
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these two years was just $16million. The cost of equity was really higher than the cost 

of debt.  

Table 4.17: Net Interest Expense & Dividends (2006-2010) 

 

2006 2007 2008 2009 2010 

Net interest expense 

 

592.00 593.00 524.00 466.00 409.00 

Dividends 

 

-519.00 -637.00 -664.00 -648.00 -653.00 

 There is still another ratio in component-percentage category, which is the 

Financial Leverage ratio. It is the proportion of total assets of the company to the total 

equity. It is easy to find out that it is actually the sum of debt-to-equity ratio and 1.  

Table 4.18: Financial leverage (2006-2010) 

 

2006 2007 2008 2009 2010 

Financial Leverage 

 

1.89  1.98  1.93  1.87  1.84  

As regard to coverage ratios, firstly the Interest coverage ratio will be introduced, 

which compass the earnings available to meet the interest obligation with the interest 

obligation. The lower the interest coverage ratio, the larger the debt burden is on the 

Company. As table 4.19 shows, from fiscal 2006 to 2008, the Company had interest 

coverage ratios 7.8, 9.1 and 10.4 respectively. It was stably increasing and revealed 

that in these three years, the ratio of earning and cost of debt was increasing, and the 

burden of debt for the company was reducing. The ratio slightly decreased to 8.9 in 

fiscal 2009, then climbed so quickly to 14.2 in fiscal 2010. It was quite a good sign to 

tell the Company had a quite efficient management with the liabilities.   

  Cash flow coverage ratio is an extended assessment of interest coverage ratio. It 

reflects the funds available to satisfy interests. The funds include the cash flow from 

operations, interest payment and tax payment. As Table 4.19 indicates that the cash 

flow ratio of the Company was quite stable from fiscal 2006 to 2009, around 12 to 13. 

http://www.investorwords.com/10230/lower.html
http://www.investorwords.com/1181/coverage_ratio.html
http://www.investorwords.com/17538/debt_burden.html
http://www.investorwords.com/992/company.html
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However, it climbed sharply to 20.5 in fiscal 2010, which was contributed by the 

relatively high amount of cash inflow provided by operation. 

Table 4.19: Coverage Ratios (2006-2010) 

 

2006 2007 2008 2009 2010 

Interest Coverage Ratio 7.78  9.09  10.40  8.85  14.16  

Cash Flow Coverage Ratio 12.26  12.09  12.40  13.10  20.50  

Cash-flow-to-debt ratio 21.50% 17.89% 18.05% 17.23% 20.76% 

 As Graph 4.9 showed that the interest coverage ratio and cash flow coverage 

ratio were rarely changed from fiscal 2006 to 2009. And they both faced a big 

increase in fiscal 2010. The Company gained a good progress in earning from 

operation relative to interest payment in that year. 

Graph 4.9: Change of Solvency Ratios (2006-2010) 
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Last measure of debt coverage is the cash-flow-to-debt ratio, which is the 

proportion of cash flow from operation to total debt. With this ratio, the length of time 

it would take for the Company to repay its debt can be estimated if it were to apply all 

its cash flow from operations toward debt payment. Take the ratio in fiscal 2006 as an 

example. It is 21.5% so that means that the Company could pay off 21.5% of its debt 

obligation with its cash flow. This figure also means that, if cash flows continue at 
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that level and there were no changes in the debt obligations, the Company could pay 

off its debt obligation in 1/0.215=4.65 years. Therefore it is easy to find out the 

greater the cash-flow-to-debt ratio, the greater the Company’s ability to repay its debt. 

As Table 4.19 showed that the cash-flow-debt ratio of the Company was quite stable 

in these five years, around 17% to 21.5%.   

Capital Structure Analysis 

The capital structure is how a firm finances its overall operations and growth by 

using different sources of funds. It is quite similar with coverage ratios that used to 

measure the Company’s risk, but it helps the analysis to focus on the Company’s 

capital resourcing. When analyzing it, the Company’s borrowings is considered, 

which is the sum of the Company’s Current proportion of the long-term debt and the 

long-term debt. 

From fiscal 2006 to 2008, the proportion of the Company’s borrowing to 

shareholders’ equity was 42.5%, 49.3%, 45.3% respectively. Then the ratio dropped 

to 37.65% in fiscal 2009, which was due to the lower part of current proportion of 

long-term debt. In fiscal 2010, the ratio dropped further to 33.26%. There was a 

relatively big change of the Company’s structure in that year. In fiscal 2010, the 

Company increased its shareholders’ equity to $37.52 billion, almost $4 billion 

difference from fiscal 2009. Meanwhile, the Company increased its long-term assets 

almost by $5.7 billion in the same year. 

As regards to the proportion of borrowings to total assets, the ratio was 22.54% 

in fiscal 2006, then increased by 2.4% to 24.9% in fiscal 2007; in 2008, the ratio 

decreased to 23.42%; in 2009, the ratio dropped by 3.3% to 20.12%, which was also 

contributed by the low proportion of current debt in long-term debt; then in fiscal 

2010, the ratio decreased to 18.03% owing to the increasing long-term assets. 

 



 

56 

 

Table 4.20: Capital Structure Analysis (2006-2010) 

 

2006 2007 2008 2009 2010 

Borrowings/shareholders’ equity 42.50% 49.34% 45.29% 37.65% 33.26% 

Borrowings/total assets 22.54% 24.90% 23.42% 20.12% 18.03% 

 

4.4 Analysis based on Pyramidal Decompositions 

The analysis based on Pyramidal Decompositions is also known as DuPont 

analysis, which breaks down Return on Equity (ROE) into three distinct elements: 

profit margin (which is generated by net income divided by total revenue); total asset 

turnover (which is calculated by total revenue divided by total assets); and financial 

leverage (which is calculated by the total assets divided by total equity).  

Furthermore，It shows that ROE is affected by three measurement of the 

company operation: Operating efficiency that measured by profit margin and indicates 

the management ability of the Company to generate profit and control cost; Asset use 

efficiency that measured by total asset turnover and indicates how successful the 

Company is in employing its assets in generation of sales revenue ; financial leverage 

that measured by the equity multiplier and indicates the extent to which the Company 

relies on debt financing. 

Equity

assetsTotal

assetsTotal

Sales

Sales

profitNet

Equity

profitNet
                      (4.1) 

 (ROE)   (PM)   (TATR)   (FL)       

 It should be realized that any decision affecting the price of our product, cost 

per unit, output or efficiency has an impact on the profit margin or turnover ratios. 

Similarly any decision affecting the amount and ratio of debt or equity the Company 

used will affect the financial structure and the total cost of capital of our company. 

http://www.businessdictionary.com/definition/asset.html
http://www.businessdictionary.com/definition/sales-revenue.html
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Accordingly, these financial concepts are very important to evaluate as the company 

is competing for limited capital resources. Understanding the interrelationships among 

the various ratios such as turnover ratios, leverage, and profitability ratios helps with 

putting money in areas where the return on given risk is the maximum. 

     Breaking ROE into these three parts allows evaluation of how well the 

Company can manage its assets, expenses, and debt. There are three basic ways to 

improve operating performance based on the expression of ROE: increase profit 

margin; increase total assets turnover; change financial leverage. 

From the Table 4.21 value of ROE of the Company from fiscal 2006 to 2010 can 

be found. In 2006, ROE of the Company is 11.18%. It climbed by 4.64% to 15.82% in 

2007 and decreased a little to 14.63% in 2008. And in 2009, the ROE of the Company 

declined by 3.93% to 10.7%, 5.12% decrease contrast to the value in 2007. Luckily, 

the index picked up a little to 11.5% in fiscal 2010. The peak value of these five years 

occurred in fiscal 2007 and the lowest ROE we can find is in fiscal 2009. 

Table 4.21: Basic Values in DuPont analysis (2006-2010) 

 

2006 2007 2008 2009 2010 

ROE 11.18% 15.82% 14.63% 10.70% 11.50% 

Absolute Change 0 4.64% -1.19% -3.93% 0.80% 

Index of Change 0  1.41   0.93   0.73   1.07  

In order to comprehend the impacts of elements precisely, two methods will be 

used for analyzing: method of gradual change and Logarithmic method.  

4.4.1 Method of Gradual Change 

According to the Pyramidal Decompositions statement, the change of the 

elements and the level of impacts of them from fiscal 2006 to fiscal 2010 can be 

illustrated. 
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2006 vs. 2007 

From Table 4.22 it can be found that the ROE of the Company in 2006 is 

11.18%, increased to 15.82% in 2007. As the factors of ROE, operating profit margin 

in 2006 is 0.104, the ratio climbed to 0,137 in 2007, 3.6% increase; the total assets 

turnover in 2006 is 0.571, increased by 0.011 to 0.581, or 0.3%；As for the financial 

leverage, the proportion of assets to equity in 2006 is 1.886 then the ratio increased to 

1.981 in 2007, or 0.8%. From the description above it can be concluded that the most 

influential elements led to the ROE change from fiscal 2006 to 2007 is the profit 

margin. It contributed to 3.6% in 4.64% of the sum annual change. Financial leverage 

is the second influential factor, contributing 0.8% ROE change and total assets 

turnover is the least influential factor, just 0.3%change. 

Table 4.22: Method of gradual change on 2006 to 2007 

 

a2006 a2007 Δa  ΔXai  

a1 = EAT/Rev 0.104  0.137  0.033  3.58% 

a2 = Rev/Assets 0.571  0.583  0.011  0.29% 

a3 = Assets/Equity 1.886  1.981  0.096  0.76% 

Sum x x x 4.64% 

2007 vs. 2008 

Similarly, ROE in fiscal 2008 decreased 1.19% to 14.63%; the factor profit 

margin decreased 0.012, or 1.39% to 0.125; total assets turnover went up to 0.606, 

0.023 or 0.56% increase contrast to the ratio in 2007; the financial leverage in 2008 

declined by 0.048, or 0.36% to 1.934. So it can be concluded easily that the profit 

margin is still the most influential factor. It contributed to -1.39% in -1.19% of the 

sum annual ROE change. And total assets turnover is the second influential element 

due to 0.56% proportion of ROE change. And the financial leverage contributed 

-0.36% to annual ROE change as the least influential factor. 



 

59 

 

 

Table 4.23: Method of gradual change on 2007 to 2008 

 

a2007 a2008 Δa  ΔXai  

a1 = EAT/Rev 0.137  0.125  -0.012  -1.39% 

a2 = Rev/Assets 0.583  0.606  0.023  0.56% 

a3 = Assets/Equity 1.981  1.934  -0.048  -0.36% 

Sum x x x -1.19% 

2008 vs. 2009 

ROE in fiscal 2009 decreased 3.93% to 10.7%; the factor profit margin dropped 

0.025, or 2.94% to 0.1; total assets turnover decreased 0.63%, or 0,033 to 0.573; the 

financial leverage decreased 0.36%, or 0.062 to 1.871. The operating profit margin is 

still the most influential element, contributing -2.94% in total -3.93% annual ROE 

change. The total assets turnover contributed -0.63% change in ROE change as the 

second influential factor. And the financial leverage is still the least influential factor. 

Table 4.24: Method of gradual change on 2008 to 2009 

 

a2008 a2009 Δa  ΔXai  

a1 = EAT/Rev 0.125  0.100  -0.025  -2.94% 

a2 = Rev/Assets 0.606  0.573  -0.033  -0.63% 

a3 = Assets/Equity 1.934  1.871  -0.062  -0.36% 

Sum x x x -3.93% 

2009 vs. 2010 

As Table 4.25 illustrated that the ROE in fiscal 2010 increased by 0.8%. As the 

most influential element, the profit margin increased 0.013, or 1.44% to 0.113; and 

the total assets turnover declined 0.023, or 0.48% to 0.550; meanwhile, the financial 

leverage also declined 0.026, or 0.016% to 1.845. 
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Table 4.25: Method of gradual change on 2009 to 2010 

 

a2009 a2010 Δa  ΔXai  

a1 = EAT/Rev 0.100  0.113  0.013  1.44% 

a2 = Rev/Assets 0.573  0.550  -0.023  -0.48% 

a3 = Assets/Equity 1.871  1.845  -0.026  -0.16% 

Sum x x x 0.80% 

As discussed based on method of gradual change above, it can be found out that 

the profit margin is the dominant in the change of ROE from fiscal 2006 to 2010. It 

can be explained by the low proportion of profit margin to ROE. As the product of 

profit margin, total assets turnover and financial leverage, ROE can be influenced 

largely by tiny change in profit margin. Because the cardinal number of profit margin 

is small, it is more sensitive to changing. On the opposite, even though the financial 

leverage is the largest proportion of ROE, it is not easy to generate big change in 

financial leverage, further influence the ROE annual change.  

Therefore it can be concluded that in order to generate higher ROE, the 

Company should increase the profit margin in reasonable range. Raising the total 

revenue and reducing the difference between net profit and total revenue is our best 

way to realize high ROE. 

4.4.2 Logarithmic Method  

From Table 4.26 to Table 4.29, the change of elements based on logarithmic 

method can be found. 

2006 vs. 2007 

 The ROE of the Company climbed by 4.64% from fiscal 2006 to 2007; In 

fiscal 2006, the profit margin of the Company is 0.104, then the ratio climbed to 0.137 
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in fiscal 2007, almost 3.7% increase; the total assets turnover in fiscal 2006 is 0.571, 

increased 0.26% to 0.583 in fiscal 2007; the financial leverage of the Company in 

fiscal 2006 is 1.886, increased by 0.66% to 1.981. So it can be summed up that the 

profit margin is the most influential factor for ROE change and the total assets 

turnover is the least influential factor.  

Table 4.26: Logarithmic Method on 2006 to 2007 

 

a2006 a2007 Ia ΔXai  

a1 = EAT/Rev 0.104  0.137  1.320  3.71% 

a2 = Rev/Assets 0.571  0.583  1.020  0.26% 

a3 = Assets/Equity 1.886  1.981  1.051  0.66% 

Sum x x x 4.64% 

2007 vs. 2008 

The ROE of the Company decreased 1.19% in fiscal 2008; the most influential 

factor profit margin contributed -1.40% due to the decrease from 0.137 to 0.125; total 

assets turnover increased 0.58% to 1.039; financial leverage decreased 0.37%, to 

1.934. 

Table 4.27: Logarithmic Method on 2007 to 2008 

 

a2007 a2008 Ia ΔXai  

a1 = EAT/Rev 0.137  0.125  0.912  -1.40% 

a2 = Rev/Assets 0.583  0.606  1.039  0.58% 

a3 = Assets/Equity 1.981  1.934  0.976  -0.37% 

Sum x x x -1.19% 

2008 vs. 2009 

The ROE dropped 3.93% in fiscal 2009; the profit margin decreased 2.82% to 

0.1; the total assets margin decreased 0.70% to 0.573; the financial leverage decreased 

0.41% to 1.871. It is easy to find that the profit margin is still the most influential 
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factor, and total assets turnover is the second influential while the financial leverage is 

the least influential. 

Table 4.28: Logarithmic Method on 2008 to 2009 

 

a2008 a2009 Ia ΔXai  

a1 = EAT/Rev 0.125  0.100  0.799  -2.82% 

a2 = Rev/Assets 0.606  0.573  0.946  -0.70% 

a3 = Assets/Equity 1.934  1.871  0.968  -0.41% 

Sum x x x -3.93% 

2009 vs. 2010 

Similarly in fiscal 2010, the ROE of the Company increased 0.8%, which was 

contributed by the 1.4% increase in profit margin from 0.1 to 0.113. The total assets 

turnover decreased 0.45%, to 0.55; the financial leverage decreased 0.16% to 1.845. 

So obviously, profit margin is still the most influential factor in the change of ROE. 

Table 4.29: Logarithmic Method on 2009 to 2010 

 

a2009 a2010 Ia ΔXai  

a1 = EAT/Rev 0.100  0.113  1.135  1.40% 

a2 = Rev/Assets 0.573  0.550  0.960  -0.45% 

a3 = Assets/Equity 1.871  1.845  0.986  -0.16% 

Sum x x x 0.80% 

Considering the logarithmic method and method of gradual change together, it is 

delightful that they lead to the same results of the level of influence of factors every 

year. From Table 4.30, Table 4.31 and Graph 4.10, it is easy to conclude that the 

profit margin had the biggest impact on the change of ROE from fiscal 2006 to 2010. 

From fiscal 2006 to 2007, the financial leverage was the second influential element 

and the total assets turnover had the least impact on change of ROE. But from fiscal 

2007 to 2010, the total assets turnover was constantly the second influential factor and 

the financial leverage was the least influential. 
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Table 4.30: The results of Influence of Factors (%) 

 
2006-2007 2007-2008 2008-2009 2009-2010 

MGC LM MGC LM MGC LM MGC LM 

a1 = EAT/Rev 3.58 3.71 -1.39 -1.40 -2.94 -2.82 1.44 1.40 

a2 = Rev/Assets 0.29 0.26 0.56 0.58 -0.63 -0.70 -0.48 -0.45 

a3 = Assets/Equity 0.76 0.66 -0.36 -0.37 -0.36 -0.41 -0.16 -0.16 

Table 4.31: The Level of Influence of Factors 

 
2006-2007 2007-2008 2008-2009 2009-2010 

MGC LM MGC LM MGC LM MGC LM 

a1 = EAT/Rev 1 1 1 1 1 1 1 1 

a2 = Rev/Assets 3 3 2 2 2 2 2 2 

a3 = Assets/Equity 2 2 3 3 3 3 3 3 

Graph 4.10 illustrated the development of the impact of individual variants on the 

change of ROE. The results of method of gradual change and logarithmic method are 

nearly the same. Profit margin was always the most influential elements, contributing 

the biggest impact on ROE of the company. 

Graph 4.10: Development of the Absolute Influence of Individual Variants on Decomposition 
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5. Conclusion  

Based on the whole analysis and description above, three main conclusions 

about the Company can be concluded.  

Firstly, generally speaking, the Company’s operation is profitable from fiscal 

2006 to 2010. The Company maintained its net profit margin around and above 10% 

and return on equity above 10%. Based on profitability analysis, the most profitable 

fiscal year is 2007 and the least profitable year is 2009, which mainly due to the 

world-range big changes in economic condition during that period. Comparing with 

the Company’s performance in fiscal 2009, the Company realized a good performance 

and increase on all profitability indicators in 2010. So if there is no change in 

macroeconomic condition and big wrong decision-making on Company’s planning, 

we can believe that the Company can also achieve stable development in next fiscal 

year. 

And for different business segments, the Company performed variously on them 

in the five fiscal years. Based on the analysis of business segments in chapter 3, it can 

be concluded that Media Network is the most profitable and well-developed business 
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area of the Company. It generated more than 50% operating income of the Company 

and broke through $5 billion operating income in fiscal 2010. And even though the 

performance of the Parks and Resorts sector and Customer Products were not as good 

as Media Network, they maintained their operating incomes around $1.5billion and 

$600million respectively, which was quite stable. 

However, Entertainment Studio segment faced a series of unstable changes from 

fiscal 2006 to 2010. And for Interactive Media, which even faced continuously loss 

during the whole period, more than $200 billion loss in every fiscal year. So when 

considering the Company’s plan for next term, it is obvious that adjusting the 

strategies and restructuring of the two segments are very important and urgent.   

Considering the financial risk level of the Company, All ratios and data 

indicates that the Company had tolerable solvency from fiscal 2006 to 2010. 

Long-term debt to assets ratios were maintained below 20% and financial leverage 

maintained in the reasonable range between 1.5 to 2.0 which insured the Company to 

generate profit by leveraging and be out of the risk of being unable to pay its debt. 

At last, it is delightful to say this financial analysis is proceeding successfully 

because it provides a clear performance description of the Company from fiscal 2006 

to 2010 and the good indication how the Company should develop and adjust its 

strategy in next term. The Company has recovered from big recession and the good 

prospect in future should be hold. Proper expansion and business restructuring should 

be considered thoroughly by the Company.   
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Annexe 1  Balance Sheet (in US dollar, values in millions) 

2006 2007 2008 2009 2010

Assets

Cash and Short Term Investment 2,411.00 3,670.00 3,001.00 3,417.00 2,722.00

（1）Cash and Equivalents 2,411.00 3,670.00 3,001.00 3,417.00 2,722.00

Total Receiveables 4,707.00 5,032.00 5,373.00 4,854.00 5,784.00

(1) Accounts Receivable - Trade, Gross 4,451.00 4,724.00 5,207.00 4,794.00 5,454.00

(2）Provision for Doubtful Accounts -112 -116 -248 -336 -326

(3) Receivables - Other 368 424 414 396 656

Total Inventory 694 641 1,124.00 1,271.00 1,442.00

Prepaid Expenses 624 446 478 464 446

Other Current Assets, Total 1,126.00 1,525.00 1,690.00 1,883.00 1,831.00

Total Current Assets 9,562.00 11,314.00 11,666.00 11,889.00 12,225.00

Property/Plant/Equipment, Total - Net 17,167.00 17,433.00 17,532.00 17,597.00 17,806.00

Goodwill, Net 22,505.00 22,085.00 21,465.00 21,683.00 24,100.00

Intangibles, Net 8,142.00 7,617.00 7,822.00 7,372.00 9,854.00

Long Term Investments 1,315.00 995 2,249.00 2,554.00 2,513.00

Note Receivable - Long Term 500 571 801 1,225.00 1,275.00

Other Long Term Assets, Total 807 913 962 797 1,433.00

Other Assets, Total 0 0 0 0 0

Total Non-current Assets
50,436.00 49,614.00 50,831.00 51,228.00 56,981.00

Total Assets 59,998.00 60,928.00 62,497.00 63,117.00 69,206.00

Liabilities and Shareholders' Equity
Accounts Payable 4,006.00 4,429.00 4,355.00 4,002.00 4,413.00

Payable/Accrued 0 0 0 0 0

Accrued Expenses 1,229.00 1,290.00 1,376.00 1,259.00 1,484.00

Notes Payable/Short Term Debt 0 0 0 0 0

Current Port. of LT Debt/Capital

Leases

2,682.00 3,280.00 3,529.00 1,206.00 2,350.00

Other Current Liabilities, Total 2,293.00 2,392.00 2,331.00 2,467.00 2,753.00

Total Current Liabilities 10,210.00 11,391.00 11,591.00 8,934.00 11,000.00

Total Long Term Debt 11,135.00 12,166.00 11,351.00 11,721.00 10,354.00

(1) Long Term Debt 10,843.00 11,892.00 11,110.00 11,495.00 10,130.00

(2) Capital Lease Obligations 292 274 241 226 224

Deferred Income Tax 2,651.00 2,573.00 2,350.00 1,819.00 2,630.00

Minority Interest 1,343.00 1,295.00 1,344.00 1,691.00 1,823.00

Other Liabilities, Total 2,839.00 2,750.00 3,538.00 5,218.00 5,880.00

Total Non-current Liabilities 17,968.00 18,784.00 18,583.00 20,449.00 20,687.00
Total  Liabilities 28,178.00 30,175.00 30,174.00 29,383.00 31,687.00

Redeemable Preferred Stock 0 0 0 0 0

Preferred Stock - Non Redeemable,

Net

0 0 0 0 0

Common Stock 22,377.00 24,207.00 26,546.00 27,038.00 28,736.00

Retained Earnings (Accumulated

Deficit)

20,630.00 24,805.00 28,413.00 31,033.00 34,327.00

Treasury Stock - Common -11,179.00 -18,102.00 -22,555.00 -22,693.00 -23,663.00

Other Equity, Total -8 -157 -81 -1,644.00 -1,881.00

Total Equity 31,820.00 30,753.00 32,323.00 33,734.00 37,519.00
Total Liabilities and Equity 59,998.00 60,928.00 62,497.00 63,117.00 69,206.00  



 

  

Annexe 2   Structure Analysis of Balance Sheet (%) 

STRUCTURE ANALYSIS(%)

ASSETS( 100%)

2006 2007 2008 2009 2010

Cash and Shor t  Ter m I nvest ment 4. 02% 6. 02% 4. 80% 5. 41% 3. 93%

Tot al  Recei veabl es 7. 85% 8. 26% 8. 60% 7. 69% 8. 36%
Total Inventory 1. 16% 1. 05% 1. 80% 2. 01% 2. 08%
Prepaid Expenses 1. 04% 0. 73% 0. 76% 0. 74% 0. 64%
Other Current Assets, Total 1. 88% 2. 50% 2. 70% 2. 98% 2. 65%
TOTAL CURRENT ASSETS 15. 94% 18. 57% 18. 67% 18. 84% 17. 66%

Property/Plant/Equipment, Total - Net 28. 61% 28. 61% 28. 05% 27. 88% 25. 73%
Goodwill, Net 37. 51% 36. 25% 34. 35% 34. 35% 34. 82%
Intangibles, Net 13. 57% 12. 50% 12. 52% 11. 68% 14. 24%
Long Term Investments 2. 19% 1. 63% 3. 60% 4. 05% 3. 63%
Note Receivable - Long Term 0. 83% 0. 94% 1. 28% 1. 94% 1. 84%
Other Long Term Assets, Total 1. 35% 1. 50% 1. 54% 1. 26% 2. 07%
Total Non-current Assets 84. 06% 81. 43% 81. 33% 81. 16% 82. 34%
Total Assets 100. 00% 100. 00% 100. 00% 100. 00% 100. 00%

LI ABI LI TI ES AND EQUI TY( 100%)
Accounts Payable 6. 68% 7. 27% 6. 97% 6. 34% 6. 38%
Payable/Accrued 0. 00% 0. 00% 0. 00% 0. 00% 0. 00%
Accrued Expenses 2. 05% 2. 12% 2. 20% 1. 99% 2. 14%
Notes Payable/Short Term Debt 0. 00% 0. 00% 0. 00% 0. 00% 0. 00%
Current Port. of LT Debt/Capital

Leases 4. 47% 5. 38% 5. 65% 1. 91% 3. 40%

Other Current Liabilities, Total 3. 82% 3. 93% 3. 73% 3. 91% 3. 98%
Total Current Liabilities 17. 02% 18. 70% 18. 55% 14. 15% 15. 89%

Total Long Term Debt 18. 56% 19. 97% 18. 16% 18. 57% 14. 96%
Deferred Income Tax 4. 42% 4. 22% 3. 76% 2. 88% 3. 80%
Minority Interest 2. 24% 2. 13% 2. 15% 2. 68% 2. 63%
Other Liabilities, Total 4. 73% 4. 51% 5. 66% 8. 27% 8. 50%

Total Non-current Liabilities 29. 95% 30. 83% 29. 73% 32. 40% 29. 89%

Total  Liabilities 46. 96% 49. 53% 48. 28% 46. 55% 45. 79%

Redeemable Preferred Stock 0. 00% 0. 00% 0. 00% 0. 00% 0. 00%
Preferred Stock - Non Redeemable,

Net 0. 00% 0. 00% 0. 00% 0. 00% 0. 00%

Common Stock 37. 30% 39. 73% 42. 48% 42. 84% 41. 52%
Retained Earnings (Accumulated

Deficit) 34. 38% 40. 71% 45. 46% 49. 17% 49. 60%

Treasury Stock - Common - 18. 63% - 29. 71% - 36. 09% - 35. 95% - 34. 19%
Other Equity, Total - 0. 01% - 0. 26% - 0. 13% - 2. 60% - 2. 72%
Total Equity 53. 04% 50. 47% 51. 72% 53. 45% 54. 21%
Total Liabilities and Equity 100. 00% 100. 00% 100. 00% 100. 00% 100. 00% 

 



 

  

Annexe 3   Income Statement (in US dollar, values in millions) 

I NCOME STATEMENT FOR WALT DI SNEY CO.
Fi nanc i al  dat a i n U. S.  Dol l ar s ,   Val ues i n Mi l l i ons ( Except  f or  per  shar e i t ems)

2006 2007 2008 2009 2010

Revenues 34,285.00 35,510.00 37,843.00 36,149.00 38,063.00

Costs and expenses 28, 807. 00 28,729.00 30,439.00 30,452.00 31,337.00

Restructuring and impairment

(charges) and other credits,

net

18.00 – – -492.00 -270.00

Operating income 5,496.00 6,781.00 7,404.00 5,205.00 6,456.00

Other income (expense) 70.00 1,052.00 -59.00 342.00 140.00

(1)Interest expense 706.00 746.00 712.00 588.00 456.00

(2)Aircraft leveraged lease

investment write-down
– – – – –

(3)Interest and investment

income
114.00 153.00 188.00 122.00 47.00

(4)Gain on restructuring of

Euro Disney debt
– – – – –

  Net interest expense 592.00 593.00 524.00 466.00 409.00

Equity in the income of

investees
473.00 485.00 581.00 577.00 440.00

Income before income taxes 5,447.00 7,725.00 7,402.00 5,658.00 6,627.00

Income taxes 1,890.00 2,874.00 2,673.00 2,049.00 2,314.00

Income from continuing

operations
3,557.00 4,851.00 4,729.00 3,609.00 4,313.00

Discontinued operations, net of

tax
– 13.00 – – –

Net income 3,557.00 4,864.00 4,729.00 3,609.00 4,313.00

Net income attributable to

noncontrolling interests
183.00 177.00 302.00 302.00 350.00

Net income attributable to The

Walt Disney Company (Disney)
3,374.00 4,687.00 4,427.00 3,307.00 3,963.00

Suppl ement ar y

Earning per share distributed

to Disney(diluted) 1. 64 2. 25 2. 28 1. 76 2. 03
 

 

 

 

 

 



 

  

Annexe 4  Cash Flow Statement (in US dollar, values in millions) 

CASH FLOW STATEMENT FOR WALT DI SNEY CO.
Fi nanc i al  dat a i n U. S.  Dol l ar s ,   Val ues i n Mi l l i ons ( Except  f or  per  shar e i t ems)

2006 2007 2008 2009 2010

operating activities

Net income 3,557.00 4,864.00 4,729.00 3,609.00 4,313.00

Income from discontinued

operations
– -13.00 – – –

Depreciation and amortization 1,436.00 1,491.00 1,582.00 1,631.00 1,713.00

Gains on dispositions -70.00 -1,052.00 -14.00 -342.00 -118.00

Deferred income taxes -136.00 -260.00 -128.00 323.00 133.00

Equity in the income of investees -473.00 -485.00 -581.00 -577.00 -440.00

Cash distributions received from

equity investees
458.00 420.00 476.00 505.00 473.00

Write-off of aircraft leverage lease – – – – –

Cumulative effect of accounting

change
– – – – –

Net change in film and television

costs
860.00 115.00 -301.00 -43.00 238.00

Equity-based compensation 382.00 419.00 402.00 457.00 522.00

Impairment charges – – 39.00 279.00 132.00

Other -40.00 -65.00 -209.00 -247.00 -122.00

     (1)Receivables -78.00 -355.00 -594.00 468.00 -686.00

(2)Inventories -63.00 52.00 -329.00 -117.00 -127.00

(3)Other assets -52.00 9.00 -64.00 -565.00 42.00

(3)Accounts payable and other

accrued liabilities
299.00 77.00 488.00 -325.00 649.00

(4)Income taxes -22.00 181.00 -50.00 8.00 -144.00

Changes in operating assets and

liabilities
84.00 -36.00 -549.00 -531.00 -266.00

Cash provided by operations 6, 058. 00 5, 398. 00 5, 446. 00 5, 064. 00 6, 578. 00

    Investing Activities

Investments in parks, resorts and

other property
-1,299.00 -1,566.00 -1,578.00 -1,753.00 -2,110.00

Sales of investments 1,073.00 5.00 70.00 46.00 –

Working capital proceeds from The

Disney Store North America sale
– – – – –

Proceeds from dispositions 81.00 1,530.00 14.00 185.00 170.00

Acquisitions -55.00 -588.00 -660.00 -517.00 -2,493.00

Other -27.00 1.00 -8.00 -57.00 -90.00

Cash used in investing activities -227.00 -618.00 -2,162.00 -2,096.00 -4,523.00

  Financing Activities

Commercial paper borrowings, net 85.00 1,847.00 -701.00 -1,985.00 1,190.00

Borrowings 2,806.00 3,143.00 1,706.00 1,750.00 –

Reduction of borrowings -1,950.00 -2,294.00 -477.00 -1,617.00 -1,371.00

Dividends -519.00 -637.00 -664.00 -648.00 -653.00

Repurchases of common stock -6,898.00 -6,923.00 -4,453.00 -138.00 -2,669.00

Euro Disney equity offering – – – – –

Equity partner contributions 51.00 – – – –

Exercise of stock options and other 1,282.00 1,245.00 636.00 86.00 753.00

Cash used in financing activities -5,143.00 -3,619.00 -3,953.00 -2,552.00 -2,750.00

Net cash provided by operating

activities of discontinued operations
– 23.00 – – –

Net cash used in investing activities

of discontinued operations
– -3.00 – – –

Net cash provided by financing

activities of discontinued operations
– 78.00 – – –

Increase (decrease) in cash and

cash equivalents
688.00 1,161.00 -669.00 416.00 -695.00

Cash and cash equivalents,

beginning of year
1,723.00 2,411.00 3,670.00 3,001.00 3,417.00

Cash and cash equivalents, end

of year
2,411.00 3,572.00 3,001.00 3,417.00 2,722.00

Cash f l ow change dur i ng t he

year
688. 00 1, 161. 00 - 669. 00 416. 00 - 695. 00  



 

  

Annexe 5   Key Financial Ratios 

2006 2007 2008 2009 2010

Pr of i t abi l i t y Anal ysi s

1. Oper at i ng per f or mance

Gr oss Pr of i t  Mar gi n 15. 98% 19. 10% 19. 57% 15. 76% 17. 67%

Oper at i ng Pr of i t  Mar gi n 16. 03% 19. 10% 19. 57% 14. 40% 16. 96%

Net  pr of i t  mar gi n 10. 37% 13. 70% 12. 50% 9. 98% 11. 33%

Pr et ax pr of i t  mar gi n 15. 89% 21. 75% 19. 56% 15. 65% 17. 41%

2. Ret ur n on I nvest ment

Ret ur n on asset s 5. 93% 7. 98% 7. 57% 5. 72% 6. 23%

Ret ur n on equi t y 11. 18% 15. 82% 14. 63% 10. 70% 11. 50%

Act i vi t y Anal ysi s

3. Tur nover  Rat i os  

Wor ki ng capi t al  t ur nover - 52. 91     - 461. 17    504. 57     12. 23      31. 07      

Recei vabl e t ur nover 7. 70       7. 52       7. 27       7. 54       6. 98       

4. The Oper at i ng Cycl e

Number  of  days of  r ecei vabl es 48 49 51 49 53

Li qui di t y Anal ysi s

5. Li qui di t y Measur es

Cur r ent  r at i o 93. 65% 99. 32% 100. 65% 133. 08% 111. 14%

Cash r at i o 23. 61% 32. 22% 25. 89% 38. 25% 24. 75%

Qui ck r at i o 69. 72% 76. 39% 72. 25% 92. 58% 77. 33%

Sol vency Anal ysi s（l evel  of  f i nanci al  r i sk)

6. Component - per cent age Sol vency Anal ysi s 

Debt - t o- asset s r at i o 46. 96% 49. 53% 48. 28% 46. 55% 45. 79%

Long- t er m debt - t o- asset s r at i o 18. 56% 19. 97% 18. 16% 18. 57% 14. 96%

Debt - t o- equi t y r at i o 88. 55% 98. 12% 93. 35% 87. 10% 84. 46%

Fi nanci al  l ever age 1. 89 1. 98 1. 93 1. 87 1. 84

7. Cover age Rat i os

I nt er est  cover age r at i o 7. 78 9. 09 10. 40 8. 85 14. 16

Cash f l ow cover age r at i o 12. 26 12. 09 12. 40 13. 10 20. 50

Cash- f l ow- t o- debt  r at i o 21. 50% 17. 89% 18. 05% 17. 23% 20. 76%

Capi t al  St r uct ur e Anal ysi s

Bor r owi ngs/ shar ehol der s' equi t y 42. 50% 49. 34% 45. 29% 37. 65% 33. 26%

Bor r owi ngs/ t ot al  asset s 22. 54% 24. 90% 23. 42% 20. 12% 18. 03% 



 

  

Annexe 6   Business Segments Performance 

            BUSI NESS SEGMENT PERFORMANCE

（$i n mi l l i ons） 2006 2007 2008 2009 2010

Revenues：

Medi a Net wor ks 14, 186. 00  15, 104. 00  15, 875. 00  16, 209. 00  17, 162. 00  

Par ks&Resor t s 9, 925. 00   10, 626. 00  11, 504. 00  10, 667. 00  10, 761. 00  

St udi o Ent er t ai nment 7, 529. 00   7, 491. 00   7, 348. 00   6, 136. 00   6, 701. 00   

Consumer  Pr oduct s 2, 107. 00   2, 289. 00   2, 415. 00   2, 425. 00   2, 678. 00   

I nt er act i ve Medi a - - 719. 00     712. 00     761. 00     

Tot al  33, 747. 00  35, 510. 00  37, 843. 00  36, 149. 00  38, 063. 00  

Segment  oper at i ng

i ncome:

Medi a Net wor ks 3, 481. 00   4, 275. 00   4, 981. 00   4, 765. 00   5, 132. 00   

Par ks and Resor t s 1, 534. 00   1, 710. 00   1, 897. 00   1, 418. 00   1, 318. 00   

St udi o Ent er t ai nment 728. 00     1, 195. 00   1, 086. 00   175. 00     693. 00     

Consumer  Pr oduct s 607. 00     631. 00     778. 00     609. 00     677. 00     

I nt er act i ve Medi a - 258. 00    - 295. 00    - 234. 00    

Tot al 2, 869. 00   7, 811. 00   8, 484. 00   6, 672. 00   7, 586. 00    


