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1 Introduction 

Financial analysis based on accounting, report data and other relevant 

information, use of a series of specialized analysis techniques and methods, analyze 

profitability, operating capacity, solvency and ability to grow of company’s financing 

activities, investing activities, business activities and distribution activities. It provides 

accurate information or basis for company’s investors, creditors, operators and other 

organizations or individuals who care about company, understand the history, predict 

the future, make right decision. 

The aim of this thesis is assessment of financial health of Lenovo company,  

we  will select 5 years as one analysis period, from 2008 to 2012. This thesis focus on 

two financial analysis methodology and one company: common- size analysis, 

financial ratio analysis and Lenovo company. This thesis will divided into five parts, 

first and last chapter is introduction and conclusion, second chapter is description, 

third part will focus on Lenovo company, and fouth part is application. 

In chapter 2, we will introduce financial analysis methodology. Common-size 

analysis and financial ratios will be main contents. For common-size analysis, we will 

introduce two different types: horizontal common-size analysis and vertical common-

size analysis. For financial ratios, we will introduce from four aspect: liquidity ratios, 

activity ratios, solvency ratios  and profitability ratios. Besides, we will also introduce 

DuPont analysis, which is famous for pyramidal decompositions. 

In chapter 3, we will introduce selected company-Lenovo, describe some basic 

information and characteristics about company. Then, we will collect some financial 

data of company in recent years from company’s annual report, make comparison 

between different time periods or different parts, we will find changes and trends of 

each objects, company’s financial performance will be more clearer. 

In chapter 4, we will use financial analysis methodology analyze Lenovo’s 

financial situation. This chapter is the most important part of this thesis, we will 

calculate key ratio which are most common used in financial analysis, find their 

changes between different time period and find out reasons of changes, we will also 
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try to find  normal ranges of each ratio, judge company’s ability in different aspect, 

and the trend of each ratio whether beneficial to company’s development or not. 

At last, we will make conclusion in chapter 5, review the entire process of 

analysis, get results of financial analysis of Lenovo company. 

. 
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2 Description of the financial analysis methodology  

In this chapter, we will describe four methods of financial analysis: vertical 

common-size analysis (trend analysis), horizontal common-size analysis (common-

size analysis), financial ratio analysis and DuPont analysis. These methods include 

calculations and comparisons of the results to historical company data, competitors, or 

industry averages to determine the relative strength and performance of the company 

being analyzed. Each part has their own subdivision, we will focus on first three parts.  

Financial analysis methodology is based on accounting, statements material and 

other relevant information, use  a series specialized analysis techniques and methods, 

it is an economic management activities that make analysis and evaluation of the 

profitability, operating capacity, solvency and situation of growth ability of the related 

financing activities, investing activities, operating and distributing activities of  

company or other economic organizations in the past and present.It is economic 

applied science that provide accurate information or basis for corporate investors, 

creditors, operators and other organizations or individuals who concern for company,  

in order to let them understand the past of company,  evaluate the present of company, 

and predict the future of company, on purpose of make right decisions. 

2.1 Vertical common-size analysis 

Vertical common-size analysis, also known as co-corresponding ratio analysis, 

corresponding with the horizontal common-size analysis. Horizontal common-size 

analysis focuses on the comparison of the key projects in different years; vertical 

analysis is more focuses on the internal structure analysis of each project in the 

internal of the statements. It just make longitudinal analysis of the income statement or 

balance sheet, etc. All items in the income statement expressed in the percentage of 

operating income, items in balance sheet expressed in the percentage of the total assets. 

        We often make vertical common-size analysis as following steps: First, 

calculate the proportion of each item in statements in totality, 
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                              the proportion of the project =
Ui

Ui
 100%,                             (2.1) 

where Ui is the amount of the project, ∑Ui is the total amount of each project. Then, 

judge the position and importance of each item in statements by the ratio. Generally, 

the larger proportion of the project, the higher degree of importance, the greater impact 

on the totality. At last, compare this ratio with the ratio data of the base period or the 

previous year, then observe the trend of change. Combined with the horizontal 

common-size analysis, compare the proportion of each item in the analysis period with 

the proportion of the same item in previous period, study the changes of the proportion 

of each item, provide ideas to further “optimize the combination”. We can also 

compare the proportion of items in reporting period of selected company with the 

proportion of comparable items of similar enterprises, find out what are the advantages 

or disadvantages compared with similar enterprises, in order to examine the level of 

their work and its status in the same industry. 

2.2 Horizontal common-size analysis 

Horizontal common-size analysis, it refers to the comparison between the 

information which reflect the financial position of the company in reporting period 

(that is, the financial statements information) and information which reflect the 

financial position of the company in previous period or a specified period in history, a 

kind of financial analysis method which study the changes and development of 

operating results or financial condition of the company. Here are two types of 

horizontal common-size analysis: comparative financial statements and index-number 

teries. 

The relevant points of the Horizontal common-size analysis: 

                                          absolute change =Ut  – Ut-1.                                             (2.2) 

                       percentage change =
1-t

1-tt

U

U-U
 100%                                      (2.3) 

where Ut  is amount of analysis period, Ut-1 is amount of previous period, the previous 

period can be last year or previous year. 
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2.2.1 Comparative Financial Statements 

The comparative financial statements is a comparative analysis of two years’ 

financial statements of listed companies, aims to identify difference of a single project 

in different years, in order to find some kind of trend. Conducting comparative 

analysis, except for study the trend of a single project you can also make an analysis of 

the relationship between the specific items, to reveal hidden problems. 

2.2.2 Index-number Teries 

            When we need to compare more than three years’ financial statements, 

comparative financial statements becomes very troublesome, so the index-number 

teries generated, the specific method of the index-number teries: in the analysis of 

several consecutive years’ financial statements, regard one year’s data as the base 

period data (usually regard the first year as the base period), the base period data 

values defined as 100, other years’ data conversion for the percent of the base period 

data, and comparative analysis of the size of the relative number, draw the trend of 

relevant items. 

There also have some relevant points of the horizontal common-size analysis. 

The horizontal common-size analysis, in general, does not refer to a single index 

comparison, but make a comprehensive and comparative analysis of statements. 

2.3 Financial ratio analysis 

In this part we will introduce different financial ratios. Financial ratios quantify 

many aspects of a business, they are categorized according to the financial aspect of 

the business which the ratio measures. We will describe from four aspect: liquidity 

(Reflect the company’s ability to meets its immediate or short- term liabilities and 

obligations), solvency (Reflect the company's ability to meet its long-term obligations), 

activity (Reflect the efficiency of assets utilization), and profitability (Reflect the 

company’s ability to generate profit from invested capital in the form of return).  
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Financial ratio based on the financial statements, results obtained by two 

related data dividing. Values used in calculating financial ratios are taken from the 

balance sheet, income statement, statement of cash flows or (sometimes) the statement 

of retained earnings. These comprise the firm's "accounting statements" or financial 

statements. The statements' data is based on the accounting method and accounting 

standards used by the organization. 

2.3.1 Liquidity ratios 

Liquidity ratios measure the company’s ability to meet its short-term 

obligations.  

Current ratio
1
 is a financial ratio that measures whether or not a firm has 

enough resources to pay its debts over the next 12 months. It compares a firm's current 

assets to its current liabilities. It is expressed as follows: 

                                         current ratio = 
sliabilitie current 

  assets current
,                                   (2.4) 

where current assets are assets which can either be converted to cash or used to pay 

current liabilities within 12 months, current liabilities are obligations that will be 

settled by current assets or by the creation of new current liabilities. The current ratio 

is an indication of a firm's market liquidity and ability to meet creditor's demands. If 

current liabilities exceed current assets (the current ratio is below 1), then the company 

may have problems in its short-term obligations. If the current ratio is too high, then 

the company may not be efficiently using its current assets or its short-term financing 

facilities. This may also indicate problems in working capital management. 

Quick ratio
2
 measures the ability of a company to use its near cash or quick 

assets to extinguish or retire its current liabilities immediately. It is expressed as 

follows: 

                                                 
1
 Working Capital Ratio 

2
 Acid-test ratio 
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        Quick ratio = 
sliabilitie current

sreceivable sinvestment marketable term shortcash  
.       (2.5) 

Quick assets include those current assets which can be quickly converted to 

cash at close to their book values. A company with a quick ratio of lower than 1 

cannot currently pay back its current liabilities. Note that Inventory is excluded from 

the sum of assets in the quick ratio, but included in the current ratio. Ratios are tests of 

viability for business entities but do not give a complete picture of the business' health. 

In general, the higher the ratio, the greater the company's liquidity (i.e., the better able 

to meet current obligations using liquid assets).  

Cash ratio is a measure of the company’s ability to meet its current obligations 

with just the cash and cash equivalents on hand. It is expressed as follows: 

                     cash ratio = 
sliabilitie current

 investment marketable term  short cash 
.                      (2.6) 

            In this ratio, we are not considering less liquidity assets, such as accounts 

receivable, in the coverage of current liabilities. Rather, we are considering whether 

company can pay off its immediate obligations without selling inventory or collecting 

on its accounts 

Operation cash flow ratio refers to the amount of cash a company generates 

from the revenues it brings in, excluding costs associated with long-term investment 

on capital items or investment in securities.  It is expressed as follows: 

                          operation cash flow ratio = 
 debts total 

  flow cash operating
.                        (2.7) 

           The international financial reporting standards defines operating cash flow as 

cash generated from operations less taxation and interest paid, investment income 

received and less dividends paid gives rise to operating cash flows. To calculate cash 

generated from operations, one must calculate cash generated from customers and cash 

paid to suppliers. 
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2.3.2 Activity Ratios (Efficiency Ratios) 

Activity ratios measure how efficiently a company performs day-to-day tasks, 

such as the collection of receivables and management of inventory. 

Average collection period indicates the average time taken to collect trade 

debts. In other words, a reducing period of time is an indicator of increasing efficiency. 

It enables the enterprise to compare the real collection period with the 

granted/theoretical credit period.  The formula is defined as follows: 

              average collection period = days 365
 salescredit annual 

 receivable accounts









.                 (2.8) 

Credit sales are all sales made on credit (i.e. excluding cash sales) A long 

debtors collection period is an indication of slow or late payments by debtors. 

Degree of Operating Leverage (DOL)  can be computed in a number of 

equivalent ways. The formula is defined as follows: 

                                        DOL =
 revenue in change % 

  EBIT in change %
,                                           (2.9) 

where EBIT is earing before interest and tax, also called operating profit. DOL is 

closely related to the rate of increase in the operating margin: as sales increase past the 

break-even point, operating margin rapidly increases from 0% (reflected in a high 

DOL), and as sales increase, asymptotically approaches the contribution margin. 

Days Sales Outstanding Ratio (DSO)  is a calculation used by a company to 

estimate their average collection period. It is a financial ratio that illustrates how well a 

company's accounts receivables are being managed.  

The days sales outstanding figure is an index of the relationship between 

outstanding receivables and credit account sales achieved over a given period. The 

formula is defined as follows: 
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                            DSO ratio = days 365
 salesannual total

 receivable accounts









.                           (2.10) 

  Generally speaking, though, higher DSO ratio can indicate a customer base 

with credit problems and/or a company that is deficient in its collections activity. A 

low ratio may indicate the firm's credit policy is too relatively strict, which may be 

prejudice to sales. 

Average payment period is the number of days a company takes to pay off 

credit purchases. . The formula is defined as follows: 

             average payment period = days 365
purchase credit annual 

 payable accounts









.              (2.11) 

Asset turnover is a financial ratio that measures the efficiency of a company's 

use of its assets in generating sales revenue or sales income to the company. The 

formula is defined as follows: 

                                          asset turnover =
assets total 

 revenue
.                                        (2.12) 

           Companies with low profit margins tend to have high asset turnover, while 

those with high profit margins have low asset turnover. Companies in the retail 

industry tend to have a very high turnover ratio due mainly to cutthroat and 

competitive pricing.  

Inventory turnover ratio is a measure of the number of times inventory is 

sold or used in a time period such as a year. The equation for inventory turnover 

equals the cost of goods sold divided by the average inventory. The formula is defined 

as follows: 

                            inventory turnover ratio = 
inventory average  

  COGS
,                         (2.13) 
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where COGS is cost of sales also called cost of goods sold, includes variable costs and 

fixed costs directly linked to the sale, such as material costs, labor, supplier profit, 

shipping-in costs (cost of getting the product to the point of sale, as opposed to 

shipping-out costs which are not included in COGS), etc. It does not include indirect 

fixed costs like office expenses, rent, administrative costs, etc. A low turnover rate 

may point to overstocking, obsolescence, or deficiencies in the product line or 

marketing effort.Conversely a high turnover rate may indicate inadequate inventory 

levels, which may lead to a loss in business as the inventory is too low. This often can 

result in stock shortages.  

Receivables Turnover Ratio is one of the accounting activity ratios, a 

financial ratio. The formula is defined as follows: 

                        receivables turnover ratio = 
sreceivable  average 

 revenue
.                       (2.14) 

           This ratio measures the number of times, on average, receivables (e.g. accounts 

receivable) are collected during the period.  

Inventory conversion period (essentially same thing as above) is the length of 

time it takes to convert an investment of cash in inventory back into cash considering 

that the company makes some purchases on credit. We compute the the number of 

inventory on hand to the average day’s cost of goods sold. The formula is defined as 

follows: 

                      inventory conversion period = 








  COGS 

 inventory 
365 days.                    (2.15)  

Receivables conversion period is the length of time between a sale-when an 

account receivable is created- and the collection of the account receivable in cash. If 

the balance of receivables at the end of the year is representative of the receivables on 

any day throughout the year, then it takes, on average, approximately the number of 

days of receivable to collect the accounts receivable. The formula is defined as follows: 
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                  receivables conversion period = 








revenue 

 sreceivable
365 days.                   (2.16) 

Payables conversion period is corresponding to receivables conversion period. 

We also need to look at liabilities on the balance sheet to see how long it takes a 

company to pay its short-term obligations, We can apply the same logic to accounts 

payable as to accounts receivable and inventories, calculating the number of days of 

payables. The formula is defined as follows: 

             payables conversion period = 








 purchases 

 payables accounts
365 days.                (2.17) 

2.3.3 Solvency Ratios (Leveraging Ratios) 

Solvency ratios quantify the company's ability to meet long-term obligations. 

Solvency ratios measure financial leverage. 

Debt to assets ratio (D/A) is a financial ratio that indicates the percentage of a 

company's assets that are provided via debt. It is the ratio of total debt (the sum of 

current liabilities and long-term liabilities) and total assets (the sum of current assets, 

fixed assets, and other assets such as 'goodwill'). The formula is defined as follows: 

                                        D/A =
assets total  

 debt total 
.                                         (2.18)  

The higher the ratio, the greater risk will be associated with the firm's operation. 

In addition, high debt to assets ratio may indicate low borrowing capacity of a firm, 

which in turn will lower the firm's financial flexibility. Like all financial ratios, a 

company's debt ratio should be compared with their industry average or other 

competing firms. A company with a high debt ratio (highly leveraged) could be in 

danger if creditors start to demand repayment of debt. 

Debt to equity ratio (D/E) is a financial ratio indicating the relative proportion 

of shareholders' equity and debt used to finance a company's assets. Closely related to 
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leveraging, the ratio is also known as Risk, Gearing or Leverage.  The formula is 

defined as follows: 

                                                    D/E = 
equity total 

 debt total
.                                             (2.19) 

           The two components are often taken from the firm's balance sheet or statement 

of financial position (so-called book value), but the ratio may also be calculated using 

market values for both, if the company's debt and equity are publicly traded, or using a 

combination of book value for debt and market value for equity financially. 

Times interest earned ratio
3
 is a measure of a company's ability to honor its 

debt payments. It may be calculated as either EBIT or EBITDA divided by the total 

interest payable. The formula is defined as follows: 

interest coverage ratio =
 expense interest annual 

  EBIT
OR .

expense interest annual 

 income net

   

(2.20) 

Times Interest Earned or Interest Coverage is a great tool when measuring a 

company's ability to meet its debt obligations. The times interest earned ratio indicates 

the extent of which earnings are available to meet interest payments. A lower times 

interest earned ratio means less earnings are available to meet interest payments and 

that the business is more vulnerable to increases in interest rates. 

Debt service coverage ratio (DSCR) is the ratio of cash available for debt 

servicing to interest, principal and lease payments. It is a popular benchmark used in 

the measurement of an entity's (person or corporation) ability to produce enough cash 

to cover its debt (including lease) payments. The formula is defined as follows: 

                                       DSCR =
  servicedebt total 

  income operating net
.                                       (2.21) 

                                                 
3
 Interest Coverage Ratio 
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           In corporate finance, DSCR refers to the amount of cash flow available to meet 

annual interest and principal payments on debt, including sinking fund payments. The 

higher this ratio is, the easier it is to obtain a loan.  

Financial ratios may not be directly comparable between companies that use 

different accounting methods or follow various standard accounting practices. Most 

public companies are required by law to use generally accepted accounting principles 

for their home countries, but private companies, partnerships and sole proprietorships 

may not use accrual basis accounting. Large multinational corporations may use 

International Financial Reporting Standards to produce their financial statements, or 

they may use the generally accepted accounting principles of their home country. 

There is no international standard for calculating the summary data presented in 

all financial statements, and the terminology is not always consistent between 

companies, industries, countries and time periods. 

2.3.4 Profitability ratios 

Profitability ratios measure the company's ability to generate profitable sales 

from its resources (assets). 

In this part, we usually calculate return on sale (ROS), return on assets (ROA) 

and return on equity (ROE), which are useful for financial analysis. We have three 

commonly used ratios to measure ROS, they are gross margin, operating margin and 

profit margin.   

 Gross margin
4
 is the difference between revenue and cost before accounting 

for certain other costs. Generally, it is calculated as the selling price of an item, less 

the cost of goods sold, usually in the form of a percentage.The formula is defined as 

follows: 

                        gross margin =
revenues

profit gross
 OR 

revenues

COGS -revenues
.                      (2.22) 

                                                 
4
 Gross profit margin or Gross Profit Rate. 
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            Higher gross margins for a manufacturer reflect greater efficiency in turning 

raw materials into income.  

Operating margin
5
 is the ratio of operating income ("operating profit" in the 

UK) divided by net sales, usually presented in percent. The formula is defined as 

follows: 

                                         operating margin =
revenues 

EBIT
.                                       (2.23) 

            These financial ratios measure levels and rates of profitability. How does a 

company decide whether it is successful or not, probably the most common way is pay 

attention to net profits of the business. Given that companies are collections of projects 

and markets, individual areas can be judged on how successful they are at adding to 

the corporate net profit. Not all projects are of equal size, however, and one way to 

adjust for size is to divide the profit by sales revenue.  

Profit margin
6
 refer to a measure of profitability. It is calculated by finding the 

net profit as a percentage of the revenue. The formula is defined as follows: 

                                              profit margin =
revenues

EAT
,                                          (2.24) 

where EAT is earing after tax, also called net profit. The profit margin is mostly used 

for internal comparison. It is difficult to accurately compare the net profit ratio for 

different entities. Individual businesses' operating and financing arrangements vary so 

much that different entities are bound to have different levels of expenditure, so that 

comparison of one with another can have little meaning.   

            Profit margin is an indicator of a company's pricing strategies and how well it 

controls costs. Differences in competitive strategy and product mix cause the profit 

margin to vary among different companies. A low profit margin indicates a low 

                                                 
5
 Operating Income Margin, Operating profit margin or Return on sales. 

6
 Net margin or net profit margin. 
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margin of safety: higher risk that a decline in sales will erase profits and result in a net 

loss, or a negative margin.  

Return on assets (ROA) percentage shows how profitable a company's assets 

are in generating revenue. The formula is defined as follows: 

                                                     ROA =
assets total

 EAT
,                                             (2.25) 

this number tells you what the company can do with what it has,  it's an useful number 

for comparing competing companies in the same industry. The number will vary 

widely across different industries. Return on assets gives an indication of the capital 

intensity of the company, which will depend on the industry; companies that require 

large initial investments will generally have lower return on assets. 

            There is another way to calculate ROA: 

                                                    ROA = 
assets total

EBIT
,                                             (2.26) 

it is better for financial compare, because it is not affected by different tax in different 

countries. 

Return on equity (ROE) measures the rate of return on the ownership interest 

(shareholders' equity) of the common stock owners. It measures a firm's efficiency at 

generating profits from every unit of shareholders' equity (also known as net assets or 

assets minus liabilities). ROE is equal to a fiscal year's net income (after preferred 

stock dividends but before common stock dividends) divided by total equity 

(excluding preferred shares), expressed as a percentage. The formula is defined as 

follows: 

                                                      ROE =
equity total

   EAT
.                                            (2.27) 
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           ROE shows how well a company uses investment funds to generate earnings 

growth. ROE between 15% and 20% are generally considered good.  As with many 

financial ratios, ROE is best used to compare companies in the same industry.  

Return on capital employed (ROCE) is an accounting ratio used in finance, 

valuation, and accounting. It is similar to Return on Assets (ROA), but takes into 

account sources of financing. Net Operating Profit After Tax (NOPAT) is equal to 

EBIT  (1 - tax) - the return on the capital employed should be measured in after tax 

terms. The formula is defined as follows: 

                                          ROCE =
employed capital 

 EBIT
.                                           (2.28) 

ROCE is used to prove the value the business gains from its assets and 

liabilities. A business which owns lots of land but has little profit will have a smaller 

ROCE to a business which owns little land but makes the same profit. It basically can 

be used to show how much a business is gaining for its assets, or how much it is losing 

for its liabilities. 

Return on capital (ROC) a ratio used in finance, valuation, and accounting. 

The ratio is estimated by dividing the after-tax operating income (NOPAT) by the 

book value of invested capital. The formula defined as: 

                                         ROC =
capital invested 

 rate) tax -(1 EBIT 
,                                            (2.29) 

invested capital represents the total cash investment that shareholders and debt holders 

have made in a company. When the return on capital is greater than the cost of capital 

(usually measured as the weighted average cost of capital), the company is creating 

value; when it is less than the cost of capital, value is destroyed.  

Risk adjusted return on capital (RAROC) is a risk-based profitability 

measurement framework for analyzing risk-adjusted financial performance and 

providing a consistent view of profitability across businesses. The formula is defined 

as follows: 
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                      RAROC =
 capital economic 

  return expected
 OR 

risk at value 

 return expected
.                        (2.30) 

where expected return (or expected gain) is the expected value of a random variable 

usually representing a gain, economic capital is the amount of risk capital, assessed on 

a realistic basis, which a firm requires to cover the risks that it is running or collecting 

as a going concern, such as market risk, credit risk, and operational risk, value at risk 

is a widely used risk measure of the risk of loss on a specific portfolio of financial 

assets. 

2.4 DuPont analysis 

DuPont analysis use the relationship between several major financial ratios  to 

make comprehensive analysis of the financial condition of the company. Specifically, 

it is a method to evaluate company’s profitability and level of shareholders' equity 

return, it is a classical method to evaluate company’s performance from a financial 

point of view. The basic idea of DuPont analysis is the net asset yield broken down 

into a number of financial ratios multiplied progressively, and that will contribute to 

the in-depth analysis of comparative companies’ performance. This analysis method 

was first used by an American company-DuPont, so we called DuPont analysis. 

DuPont analysis helps company’s management to  see the mutual relationship 

between the determinants of the equity return on capital, as well as net profit of sale 

and turnover rate of total assets, debt ratio more clearly, provide a clear roadmap of 

expedition of company’s assets management efficiency and whether maximize 

shareholders' return on investment or not to management. 

But from the point of view of enterprise performance evaluation, DuPont 

analysis only includes financial information, can not fully reflect the strength of the 

company, there is a  significant limitation, it need to be noted in the practical 

application that we must make analysis combined with other information of the 

company. 
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We often make DuPont analysis as following steps: First, start from ROE, 

calculated indicators based on accounting data (balance sheet and income statement). 

Then, fill DuPont analysis chart with the calculated index. At last, make comparative 

analysis of pre-and-post gradually, or make further horizontal comparative analysis 

between enterprises. 

Du Pont Ratio. The Du Pont identity breaks down Return on Equity (that is, 

the returns that investors receive from the firm) into three distinct elements. This 

analysis enables the analyst to understand the source of superior (or inferior) return by 

comparison with companies in similar industries (or between industries). 

The Du Pont identity, however, is less useful for some industries, such as 

investment banking, that do not use certain concepts or for which the concepts are less 

meaningful. Variations may be used in certain industries, as long as they also respect 

the underlying structure of the Du Pont identity. The formula is defined as follows: 

                          ROA Du Pont = 








revenue

 EAT









assets total

 revenue
,                                  (2.31) 

where 








revenue

 EAT
 is net profit margin, 









assets total

 revenue
 is total assets turnover. 

                 ROE Du Pont = 








revenue 

 EAT










assets total

 revenue









equity total

 assets total
,               (2.32) 

where 








equity total

 assets total
 is financial leverage. 
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3 Financial characteristics of selected company 

In this chapter, we will describe financial performance of selected company-

Lenovo. We have general financial analysis methodology, but each company has its 

own characteristics, we have to choose appropriate methods based on these 

characteristics. This chapter is divided into two big parts: company profile
7
 and 

common-size analysis of Lenovo. 

3.1 Company Profile 

In this part, we will introduce basic information of Lenovo, it contains: history, 

structures and business.  

Lenovo is  personal technology products company with a turnover of nearly 

$30 billion and customers from more than 160 countries around the world. 

Lenovo is the world's second-largest PC vendor, among the Fortune 500 in the 

world, having the fastest growing speed in the world's top four computer 

manufacturers. Since 1997, Lenovo has been reelected to the Chinese domestic market 

sales, accounting for over 30% of Chinese PC market share. 

With innovative products, efficient supply chain and strong strategic execution, 

Lenovo create a superior PC and mobile Internet products for users around the world . 

Group consist of Lenovo and the former IBM PC Division, the company developing, 

manufacturing and selling reliable, high-quality, secure and easy-to-use technology 

products and professional services around the world. 

Lenovo product series contains Think commercial PCs and Idea consumer 

PCs, servers, workstations, and terminal products of mobile internet including tablet 

computers, smart phones and smart TVs. They have first-class, world-class R & D 

team based in Beijing, Shanghai, Shenzhen, Japan Research Institute and Raleigh  

(North Carolina State, USA). They funded PC manufacturing in China: Beijing, 

Shanghai, Chengdu, Huiyang and Shenzhen; also in other countries like: India 

                                                 
7
 Source: http://www.lenovo.com 
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(Pondicherry) and Mexico (Monterrey), and they use global contract manufacturing 

(OEM). Lenovo approximately have 27,000 employees worldwide. 

Lenovo was listed on the Hong Kong Stock Exchange (HKEx stock code: 

0992), and has American Depositary Receipts traded in the United States (ADR code: 

LNVGY). 

The principal activities of the Group are the sales and manufacture of personal 

computers and related IT products, mobile devices, and the provision of advanced 

information services in the PRC, the Americas, Europe, the Middle East, Africa and 

Asia Pacific. 

3.1.1 History of Lenovo 

Lenovo's story begins even before the company was formed in 2005. Half of 

the company's heritage began in 1981 when International Business Machines, or IBM, 

introduced its first personal computer, the IBM PC. The other half of Lenovo's 

heritage was created in 1984 when Chinese businessman Liu Chuanzhi and 10 others 

formed New Technology Developer Inc., which soon became the Legend Group. In 

1990, Legend released its first personal computer which became widely used 

throughout China. IBM and Legend introduced a series of desktop and laptop 

computers throughout the 1990s, propelling them towards their eventual collision 

course. In preparation for its launch into overseas markets, Legend unveiled its 

Lenovo brand logo in 2003. In 2005, Legend acquired IBM's Personal Computing 

Division under the Lenovo brand, instantly becoming the third-largest computer 

manufacturer in the world.  

3.1.2 Structures 

During the fiscal year 2011/12, Lenovo achieved strong and balanced unit 

shipments growth in both commercial and consumer PC products, as well as in both 

desktop and notebook PC products. The MIDH Group also made good progress in its 

first full year since being established. It has rolled out a wide range of smartphones, 

feature phones and tablets, and Smart TV, which will be launched later this year.  
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Lenovo is committed to and investing in innovation that differentiates its 

products. At the International Consumer Electronics Show (CES) in Las Vegas in 

January 2012, Lenovo won a record 23 major awards, more than our top 5 competitors 

combined, demonstrating the industry’s recognition of the outstanding quality, design 

and functionality of the Group’s products. 

Think Product Group  

The performance of the Think Product Group, which mainly targets 

commercial customers, benefited from solid corporate PC demand. The Group 

leveraged its unique, dual-business model which serves global, large enterprise 

customers through its relationship model, as well as small-to-medium business 

through its Transaction Model.  

Idea Product Group  

The Idea Product Group, which primarily focuses on the consumer products, 

was propelled by continued strong growth of the consumer PC segment in China and 

other emerging markets, as well as growth in Mature Markets under the Group’s 

strategy to attack consumer business in the region. 

Notebook Products  

Lenovo also achieved strong balanced unit shipments growth and market share 

gains for notebook PCs during the fiscal year. This performance helped Lenovo to 

become the world’s third largest notebook company and maintain the world’s second 

largest commercial notebook company.  

Desktop Products  

In the desktop PC segment, Lenovo captured the increasing demand for All-in-

One PCs (AIO) in the consumer desktop market, and successfully grew its AIO 

business, making it the world’s largest consumer AIO player in the fiscal quarter four 

and reinforced its world’s number two commercial AIO position, as the fastest 

growing player among the top five worldwide AIO industry players.  

Mobile Internet Products  

Seeing the growing demand for mobile internet devices, Lenovo has been 

driving its expansion into these new devices through its MIDH Group, which has seen 

very encouraging progress. The MIDH Group is responsible for creating mobile 

internet-focused devices, including smartphones, feature phones, and tablet products, 
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as well as new category devices like Smart TV. It is also responsible for developing 

cloud services and applications that will fuel these next generation convergence 

devices.  

3.1.3 Business Review 

Fiscal year 2011/12 was a year of records for Lenovo. With the “Protect and 

Attack” strategy driving strong execution, Lenovo continued to outperform the 

markets with balanced, strong growth in all geographic segments covering China, 

Emerging Markets (excluding China) and Mature Markets, as well as in all product 

and customer segments. Lenovo also achieved strong performance in unit shipments, 

revenue and profit growth for its PC business. With this consistent strong 

performance, Lenovo became the world’s number two PC maker in fiscal year 

2011/12 and continued to close the gap with the industry leader. According to the 

preliminary industry estimate, the Group’s global market share grew 3.0 percentage 

points year-on-year to record-high 12.9%, with strong PC shipments growth of 35% 

year-on-year to record-high 47.6 million units. This was compared to, worldwide PC 

market growth of 3% year-on-year, due to slow economic conditions, stiff competition 

from other consumer electronic devices such as media tablets and smartphones, as well 

as a shortage of hard disk drives (HDDs) in second half of the fiscal year stemming 

from flooding in Thailand.  

Through its continuous solid execution, Lenovo has been the fastest PC 

company for the past 10 consecutive quarters, and outperformed the global PC market 

for 12 consecutive quarters. Lenovo has become the second largest commercial PC 

company and the third largest consumer PC company in the world for the fiscal year 

and continued to be the largest PC company in emerging markets including China.  

During the year under review, the Group completed the business combination 

of NEC Joint Venture and the acquisition of Medion in the end of June and July, 

respectively. Both companies performed better than their respective markets and their 

original forecast. The Group has included NEC joint venture’s full quarter contribution 

since its fiscal quarter two, whereas Medion contributed two months in the fiscal 

quarter two, then full quarter thereafter, and the two entities were both earnings 

accretive.  
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With the solid foundation in its core PC business, Lenovo has expanded its 

footprint into the mobile internet area under the Group’s Mobile Internet and Digital 

Home (MIDH) Group. The business has shown good progress and momentum has 

been ramping up, particularly in the second half of the fiscal year, driven by the 

smartphone business.  

For the fiscal year ended March 31, 2012, the Group’s consolidated revenue 

increased by 37% year-on-year to record-high US$29,574 million. Under the personal 

technology products and services, revenue of the Group’s PC and related business 

were US$27,191 million, representing a year-on-year increase of 31%; whilst the 

revenue of MIDH business, which was largely from mobile phone revenue in China, 

increased 85% year-on-year to US$1,484 million. Meanwhile, revenue of other goods 

and services were US$899 million.  

The Group’s gross profit increased by 46% year-on-year to US$3,446 million 

and gross margin increased from 10.9% in the previous fiscal year to 11.7%, driven by 

effective margin management, strong unit shipment growth and stringent cost control.  

Operating expenses increased by 44% year-on-year to US$2,862 million, with 

an expenses-to-revenue ratio of 9.7%. The Group continued to enjoy good scaling 

benefits from its strong shipment growth, but as it needed to continue its investments 

in product innovation, branding, MIDH business and emerging markets, to drive long-

term sustainable growth and better profitability, which resulted in a higher expenses-

to-revenue ratio compared to last year. The Group achieved a record-high profit before 

taxation of US$582 million and profit attributable to equity holders of the company 

amounted US$473 million, representing an increase of 63% and 73%, respectively, 

from the previous fiscal year.  

3.2 Common-size analysis of Lenovo  

In this part, we describe Lenovo company by common-size analysis. Tab. 3.1 is 

short income statement of Lenovo, complete income statement you will find in 

Annex1. Tab. 3.2 is short balance sheet of Lenovo, complete balance sheet you will 

find in Annex 2.  
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Tab. 3.1: Short consolidated income statement of Lenovo.(1000USD) 

 2008 2009 2010 2011 2012 

Sales 16 351 503 14 901 351 16 604 815 21 594 371 29 574 438 

Cost of sales 13 901 523 13 159 742 14 815 221 19 230 417 26 128 216 

Gross profit 2 449 980 1 741 609 1 789 594 2 363 954 3 446 222 

Other income – net 17 261 929 83 126 419 1 199 

Selling and 

distribution 

expenses 

1 103 713 938 451 839 388 1 038 455 1 690 778 

Other expenses 864 484 1 014 218 814 646 1 102 548 1 194 698 

Operating 

(loss)/profit 
499 044 210 131 218 686 382 224 584 085 

Finance income 52 048 59 977 20 377 24 927 42 693 

Finance costs 38 366 38 142 62 881 49 175 43 484 

EBT 512 850 187 945 176 303 357 751 582 443 

Taxation 47 613 38 444 46 935 84 515 107 027 

EAT 485 157 226 389 129 368 273 236 475 416 

 

Tab. 3.2: Complete balance sheet of Lenovo.(1000USD) 

 2008 2009 2010 2011 2012 

Fixed assets  416 015 361 204 272 972 241 509 496 460 

Investment 70 387 104 551 113 581 79 630 75 356 

Current assets 4 705 366 3 787 353 6 235 613 7 936 463 11 820 400 

Total assets 7 199 847 6 308 299 8 955 928 10 705 939 15 860 748 

Current liabilities 4 488 461 4 106 176 6 419 353 8 032 653 11 809 677 

Shareholders' 

equity 
1 613 089 1 310 738 1 605 841 1 834 721 2 361 235 

3.2.1 Vertical common-size analysis of Lenovo 

This part is vertical common-size analysis of Lenovo. Vertical common-size 

analysis compare each item with total assets, then we can get position, importance and 

changes of each item. We calculate the proportion of each item in total assets, 
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presented results of calculation in Tab. 3.3, complete results you will find in Annex 3. 

We calculate the proportion of each item in total equity and liabilities, presented 

results of calculation in Tab. 3.4, complete results you will find in Annex 4. For 

calculation, we use formula (2.1). 

 

Tab. 3.3: The proportion of each item in total assets.(%) 

  2008 2009 2010 2011 2012 

Fixed assets  5,78 5,73 3,05 2,26 3,13 

Investment 0,98 1,66 1,27 0,99 0,48 

Current assets 65,35 60,04 69,63 74,13 74,53 

Non-current assets 34,65 39,96 30,37 25,87 25,47 

Total assets 100,00 100,00 100,00 100,00 100,00 

 

In this Tab. 3.3, we can see during this period, fixed assets was slightly 

decreased year by year, the proportion of investment increased in 2008, decreased in  

rest of years during this period, these two just accounted for  quiet small proportion in 

total assets. The proportion of non-current assets was 34,65% in 2008, it drops to 

25,47% in 2012, the main reason is intangible assets; the proportion of current assets is 

65,35% in 2008, it rises to 74,53% in 2012, the main reason is cash and cash 

equivalents. Generally, current assets have a larger proportion in total assets than non-

assets. The percentage changes are expressed in Chart 3.1. 

 

Chart 3.1: Vertical common-size analysis of assets. 
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Tab. 3.4: The proportion of each item in total equity and liabilities.(%) 

 2008 2009 2010 2011 2012 

Total equity 22,41 20,78  17,93  17,14  15,43  

Non-current liabilities 15,25 14,13  10,39  7,83  10,11  

Current liabilities 62,34 65,09  71,68  75,03  74,46  

Total liabilities 77,59 79,22  82,07  82,86  84,57  

Total equity and liabilities 100,00 100,00  100,00  100,00  100,00  

 

In Tab. 3.4, we can see from 2008 to 2012, the proportion of  total equity 

decreased year by year. As for total liabilities, current liabilities have a larger 

proportion in total liabilities than non-current liabilities, the proportion of non-current 

liabilities also decreased in general, but increased in 2012, the proportion of current 

liabilities increased in general, but decreased in 2012. Main reasons of changes in 

current liabilities are trade payables, provisions, accruals and other payables and 

current portion of non-current liabilities. Generally, total liabilities have a lager 

proportion in total equity and liabilities than total equity. The percentage changes are 

expressed in Chart 3.2. 

 

Chart 3.2: Vertical common-size analysis of equity and liabilities. 

 

 

            We also make horizontal analysis of consolidated income statement. We 

calculate the proportion of each item in revenues with Tab. 3.1 and formula (2.1),  

results  presented in Tab. 3.5.  
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Tab. 3.5 Vertical common-size analysis of consolidated income statement.(%) 

 2008 2009 2010 2011 2012 

Sales (revenue) 100,00 100,00 100,00 100,00 100,00 

Cost of sales 85,02 88,31 89,22 89,05 88,35 

Gross profit 14,98 11,69 10,78 10,95 11,65 

Other income – net 0,11 0,01 0,50 0,00 0,00 

Selling and 

distribution expenses 
6,75 6,30 5,06 4,81 5,72 

Other expenses 5,28 6,81 4,91 5,11 4,04 

Operating 

(loss)/profit 
3,05 1,41 1,32 1,77 1,97 

Finance income 0,32 0,40 0,12 0,12 0,14 

Finance costs 0,23 0,26 0,38 0,23 0,15 

EBT 3,14 1,26 1,06 1,66 1,97 

Taxation 0,29 0,26 0,28 0,39 0,36 

EAT 2,97 1,52 0,78 1,27 1,61 

 

            In Tab. 3.5, we can see cost of sales accounts for a large proportion in revenue, 

and it increasing from 2008 to 2012 in general, this leads to decreasing in the 

proportion of gross profit, from 14,98% to 11,65%. The proportion of operating 

(loss)/profit decreasing in general during this period as well, from 3,05% to 1,97%, the 

main reason is changes  in revenue is larger than changes in operating  (loss)/profit, 

this also lead to decreasing in EBT and EAT, because interests (finance cost) and tax 

just accounts relatively small proportion in revenue, they hardly have impact on results. 

EBT decreased from 3,14% to 1,97%, EAT decreased from 2,97% to 1,61%. 

3.2.2 Horizontal common-size analysis of Lenovo 

This part is horizontal common-size analysis of Lenovo, compare each item 

between two years. We calculate absolute change in balance sheet with Tab. 3.2 and 

formula (2.3), results are presented in Tab. 3.6. We calculate percentage change in 

balance sheet between two different time period with Tab. 3.2, Tab. 3.6 and formula 

(2.3), results are presented in Tab. 3.7. 
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Tab. 3.6: Absolute change of each item in balance sheet.(1000USD) 

 2008/2009 2009/2010 2010/2011 2011/2012 

Fixed assets  -54 811  -88 232  -31 463  254 951  

Investment 34 164  9 030  -33 951  -4 274  

Current assets -918 013  2 448 260  1 700 850  3 883 937  

Total assets -891 548  2 647 629  1 750 011  5 154 809  

Current liabilities -382 285  2 313 177  1 613 300  3 777 024  

Shareholders' equity -302 351  295 103  228 880  526 514  

 

Tab. 3.7: Percentage change of  each item in balance sheet.(%) 

 2008/2009 2009/2010 2010/2011 2011/2012 

Fixed assets  -13,18 -24,43 -11,53 105,57 

Investment 48,54 8,46 -29,89 -5,37 

Current assets -19,51 64,64 27,28 48,94 

Total assets -12,38 41,97 19,54 48,15 

Current liabilities -8,52 56,33 25,13 47,02 

Shareholders' equity -18,74 22,51 14,25 28,70 

 

          In Tab. 3.6 and Tab. 3.7, we can see in 2009,  total assets decreased US$891,548 

million, declined about 12,38% compare with 2008, the main reason current assets 

decreased US$918,013 million, declined about 19,51%, it has greater impact on total 

assets than non-current assets, from another point of view, shareholder’s equity 

decreased US$302,351 million, declined about 18,74%, it has greater impact on total 

equity and liabilities. In 2010,  total assets increased US$2647,629 million, increased 

about 41,97%, the main reason is current assets increased US$2448,26 million, 

increased about 64,64%, it has greater impact on total assets than non-current assets, 

from another point of view, current liabilities increased $2313,177 million, increased 

about 56,33% compare with 2009, it has greater impact on total equity and liabilities 

than shareholder’s equity. In 2011, total assets increased US$1750,011 million, 

increased about 19,54% compare with 2010, the main reason is current assets 

increased US$1700,85 million, increased about 27,28%, it has greater impact on total 

assets than non-current assets, from another point of view, current liabilities increased 
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US$1613,3 million, increased about 25,13%,  it has greater impact on total equity and 

liabilities than shareholder’s equity. In 2012, total assets increased US$5154,809 

million, increased about 48,15% compare with 2011, the main reason is current assets 

increased US$3883,937 million, increased about 48,94%, it has greater impact on total 

assets than non-current assets, from another point of view, current liabilities increased 

US$3777,024 million, increased about 47,02%,  it has greater impact on total equity 

and liabilities than shareholder’s equity.  

 

Chart 3.3 Trends of each item in balance sheet. 

 

 

          Chart 3.3 reflect changes for each item based on data from Tab. 3.2, it  is 

corresponding to Tab. 3.7. When the result in Tab.3.6 is positive, the curve in that 

period rises; when the result is negative, the curve in that period drops. 

          We also make horizontal analysis of income statement. We calculate absolute 

change in consolidated income statement with Tab. 3.1 and formula (2.3), results are 

presented in Tab. 3.8. We calculate percentage change in consolidated income 

statement between two different time period with Tab. 3.1, Tab. 3.8 and formula (2.3), 

results are presented in Tab. 3.9. 
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Tab. 3.8: Absolute change of each item in consolidated income statement.(1000USD) 

 2008/2009 2009/2010 2010/2011 2011/2012 

Sales -1 450 152 1 703 464 4 989 556 7 980 067 

Cost of sales -741 781 1 655 479 4 415 196 6 897 799 

Gross profit -708 371 47 985 574 360 1 082 268 

Other income – net -16 332 82 197 -82 707 780 

Selling and distribution 

expenses 
-165 262 -99 063 199 067 652 323 

Other expenses 149 734       -199 572        287 902 92 150 

Operating (loss)/profit -288 913 8 555 163 538 201 861 

Finance income 7 929 -39 600 4 550 17 766 

Finance costs -224 24 739 -13 706 -5 691 

EBT -324 905        -11 642 181 448 224 692 

Taxation -9 169 8 491 37 580 22 512 

EAT -258 768 -97 021 143 868 202 180 

 

Tab. 3.9: Percentage change of  each item in consolidated income statement.(%) 

 2008/2009 2009/2010 2010/2011 2011/2012 

Sales -8,87 11,43 30,05 36,95 

Cost of sales -5,34 12,58 29,80 35,87 

Gross profit           -28,91 2,76 32,09 45,78 

Other income – net -94,62 8847,90 -99,50 186,16 

Selling and distribution 

expenses 
-14,97 -10,56 23,72 62,82 

Other expenses 17,32 -19,68 35,34 8,36 

Operating (loss)/profit -57,89 4,07 74,78 52,81 

Finance income 15,23 -66,03 22,33 71,27 

Finance costs -0,58 64,86 -21,80 -11,57 

EBT -63,35 -6,19 102,92 62,81 

Taxation -19,26 22,09 80,07 26,64 

EAT -53,34 -42,86 111,21 73,99 
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            In Tab. 3.8 and Tab. 3.9, we can see the operating (loss)/profit decreased 

USD$288,913 million in 2009, declined about 57,89% compare with 2008, it 

increased USD$373,954 million in rest of years, the main reason is sales, it also 

decreased in 2009, then increased from 2010 to 2012. EBT decreased USD$336,547 

million from 2008 to 2010, increased USD$406,14 million from2010 to 2012, it 

determined by operating (loss)/profit and finance cost, EBT and operating (loss)/profit 

changes in same direction, EBT and finance cost changes in opposite direction. EAT 

decreased USD$355,789 million from 2009 to 2010, increased USD$346,048 million  

from 2010 to 2012, it determined by EBT and taxation, EAT and EBT changes in 

same direction, EAT and  taxation changes in different direction.
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4 Financial analysis of selected company 

 In this chapter, we will measure company’s financial situation by financial 

ratio analysis. For calculation, we will use methodology and formula describe in 

chapter 2. This chapter is divided into four parts: liquidity ratios of Lenovo, activity 

ratios of Lenovo, solvency ratios of Lenovo and profitability ratios of Lenovo. 

4.1 Liquidity ratios of Lenovo 

In this part, we use current ratio, quick ratio and cash ratio to measure 

Lenovo’s ability to meets its immediate or short- term liabilities and obligations. 

Current ratio  

            Calculating current ratio, we need to know current assets and current liabilities, 

then use formula (2.4), results are presented in Tab. 4.1 and Chart 4.1.  

 

Tab. 4.1 Current ratio of Lenovo. 

 2008 2009 2010 2011 2012 

current ratio 1,05  0,92  0,97  0,99  1,00  

 

Chart 4.1 Trend of current ratio. 

 
 

            From Tab. 4.1 and Chart 4.1, we can see current ratio decreased in 2009, from 

1,05 to 0,92, the main reason is decreasing in current assets is larger than decreasing in 
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current liabilities, current assets declined USD$918,013 million in 2009, because there 

is no deposit this year. Then, current ratio slightly increased in rest of years, from 0,92 

to 1,00, the main reason is current assets has a substantial growth from 2009 to 2012, 

from USD$3787,353 million to USD$11820,4 million, increasing in current assets is 

larger than increasing in current liabilities makes current ratio increased. Current ratio 

for a company should between 1,5-2,5, but current ratio of Lenovo is lower than this 

range, it means during this period, company’s liquidity is poor, lack of ability to repay 

short-term obligation. 

Quick ratio 

            Calculating quick ratio, we need to know cash, short-term marketable 

investments and receivables, then use formula (2.5),  results arepresented in Tab. 4.2 

and Chart 4.2. 

 

Tab. 4.2 Quick ratio of Lenovo. 

 2008 2009 2010 2011 2012 

quick ratio 0,94  0,81  0,83  0,89 0,90  

 

Chart 4.2 Trend of quick ratio. 

 
 

            From Tab. 4.2 and Chart 4.2, we can see quick ratio decreased in 2009, from 

0,94 to 0,81, and it slightly increased in rest of years, from 0,81 to 0,90. The main 

reason is similar with current ratio, compare with current ratio, quick ratio does not 

considering assets with poor liquidity, just excluded inventories, inventories increasing 

in general during this peiod, from USD$471,557 million to USD$1218,494 million, 
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that makes numerator of formula (2.5) smaller, so, changes in quick ratio is smaller 

than changes in current ratio. Quick ratio for a company should between 1-1,5, but 

quick ratio of lenovo lower than this range, but it was very close to 1, it also 

demonstrated that during this period, company’s liquidity is poor, does not have 

enough short-term assets (without selling inventory) to cover its immediate liabilities.  

Cash ratio 

            Calculating cash ratio, we need to know cash, short-term marketable 

investments and current liabilities, then use formula (2.6), results are presented in Tab. 

4.3 and Chart 4.3. 

 

Tab. 4.3 Cash ratio of Lenovo. 

 2008 2009 2010 2011 2012 

cash ratio 0,49  0,45  0,38  0,37  0,35  

 

Chart 4.3 Trend of cash ratio. 

 
 

            From Tab. 4.3 and Chart 4.3,  we can see cash ratio decreased year by year, 

from 0,49 to 0,35. In 2009, there is no deposit, increasing in cash and cash equivalents 

is smaller than decreasing in bank deposit, decreasing in numerator of formula ((2.6) is 

larger than decreasing in denominator of this formula, that makes cash ratio decreased 

in 2009. From 2010 to 2012, bank deposit and cash and cash equivalents increased, 

but increasing amount is smaller than increasing in current liabilities, that makes cash 

ratio still decreased during this period. Compare with quick ratio, cash ratio 

emphasizes only use cash and cash equivalents to repay short- term obligation, does 
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not considering assets with less liquidity, so, receivables is excluded. Cash ratio 

should be around 0,3, cash ratio of Lenovo is a little higher than this value, it means 

during this period, cash and cash equivalents accounted for a large proportion of 

company’s debt repayment. 

4.2 Activity ratios of Lenovo 

In this part, we use assets turnover, receivable turnover, inventory turnover, 

inventory conversion period, receivable conversion period, and payable conversion 

period to measure how efficiency Lenovo uses its assets. 

Assets turnover 

            Calculating assets turnover, we need to know revenue and total assets, then use 

formula (2.13), results are presented in Tab. 4.4 and Chart 4.4. 

 

Tab. 4.4 Assets turnover of Lenovo.(days) 

 2008 2009 2010 2011 2012 

assets turnover 2,27  2,36  1,85  2,02  1,86  

 

Chart 4.4 Trend of assets turnover. 

 

 

            From Tab. 4.4 and Chart 4.4, we can see assets turnover fluctuated all the time, 

first, it increased in 2009, from 2,27 to 2,36, the main reason is decreasing in revenue 

(USD$1450,152 million) is larger than decreasing in total assets(USD$891,548 
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million). Assets turnover decreased in 2010, from 2,36 to 1,85, the main reason is 

increasing in revenue(USD$1703,464 million) is smaller than increasing in total 

assets(USD$2647,629 million). In 2011 assets turnover increased again, from 1,85 to 

2,02 and it decreased again in 2012, from 2,02 to 1,86. According to formula (2.13), 

assets turnover and revenue changes in same direction, assets turnover and total assets 

changes in opposite direction, assets turnover increase or decrease depend on which 

item with larger percentage changes. For this ratio, higher is better, an increasing ratio  

indicates company using their assets more productively, assets turnover of Lenovo 

decreasing in general, it is a bad signal for company. 

Receivable turnover 

 

            Calculating receivable turnover, we need to know revenue and average 

receivables, then use formula (2.15), the result presented in Tab. 4.5. 

 

Tab. 4.5 Receivable turnover of Lenovo.(days) 

 2008 2009 2010 2011 2012 

receivable turnover 8,18  10,46  5,78  5,31  4,70  

 

Chart 4.5 Trend of receivable turnover. 

 

 

            From Tab. 4.5 and Chart 4.5, we can see receivable turnover increased in 2009, 

from 8,18 to 10,46, the main reason is average receivables decreased, from 

USD$1998,937 million to USD$1425,14 million. Receivable turnover decreased in 
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rest of years, from 10,46 to 4,70, the main reason is revenue increased, from 

USD$14901,351 million to USD$29574,438 million. According to formula (2.14), 

receivable turnover and revenue changes in same direction, receivable turnover and 

accounts receivables changes in opposite direction, receivable turnover increase or 

decrease depend on item with larger percentage changes. Receivable turnover for a 

company should be around 4, receivable turnover of Lenovo is higher than this value, 

it means during this period, company can get their receivables immediately, it will 

reduce bad debt losses. 

Inventory turnover 

           Calculating inventory turnover, we need to know COGS and average inventory, 

then use formula (2.13), results are presented in Tab. 4.6 and Chart 4.6. 

 

Tab. 4.6 Inventory turnover of Lenovo.(days) 

 2008 2009 2010 2011 2012 

inventory turnover 29,48  29,22  16,86  23,93  21,44  

 

Chart 4.6 Trend of inventory turnover. 

 

 

            From Tab. 4.6 and Chart 4.6, we can see inventory turnover was relatively 

stable from 2008 to 2009, the main reason is COGS and average inventories also 

stable during this period. Inventory turnover has a drastic fluctuation from 2009 to 

2012, it decreased in 2010, from 29,22 to 16,86, the main reason is inventories 

increased a lot in 2010, from USD$450,370 million to USD$878,887 million, COGS 
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was still stable. Inventory turnover increased in 2011, from 16,86 to 23,93, the main 

reason is COGS increased a lot in 2011, from USD$14815,221 million to 

USD$19230,417, inventories was stable this year. In 2012, inventory turnover 

decreased again , from 23,93 to 21,44, the main reason is increasing in COGS is larger 

than increasing in inventories. According to formula (2.13), inventory turnover and 

COGS changes in same direction, inventory turnover and average inventory changes 

in opposite direction, inventory turnover increase or decrease depend on item with 

larger percentage changes. The higher inventory turnover indicates inventory is selling 

quickly and that little unused inventory is being stored, inventory turnover of a 

company should be  around 3, inventory turnover of Lenovo is lower than this value, it 

suggest overstocking, obsolete inventory or selling issues. 

Inventory conversion period 

            Calculating inventory conversion period, we need to know inventory and 

COGS, then use formula (2.15), results are presented in Tab. 4.7and Chart 4.7. 

 

Tab. 4.7 Inventory conversion period of Lenovo. 

 2008 2009 2010 2011 2012 

inventory conversion period 12,38  12,49  21,65  15,25  17,02  

 

Chart 4.7 Trend of inventory turnover period. 

 

 

            From Tab. 4.7 and Chart 4.7, we can see inventory conversion period  

fluctuated slightly from 2008 to 2012, it increased in 2009 and 2010, from 12,38 to 
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21,56, then it decreased in 2011, from 21,56 to 15,25, in 2012, it increased again, from 

15,25 to 17,02. According to formula (2.15), inventory conversion period and 

inventory turnover changes in opposite direction, besides multiplied by 365 days, 

COGS and inventories  just in the opposite position for these two ratios, so, the main 

reason is similar. For this ratio, lower is better, it indicates the period inventory 

converted to cash is shorter, inventory conversion period of Lenovo increasing in 

general, it is a bad signal for company. 

Receivable conversion period 

            Calculating receivable turnover period, we need to know receivables and 

revenue, then use formula (2.16), results are presented in Tab. 4.8 and Chart 4.8. 

 

Tab. 4.8 Receivable turnover period of Lenovo. 

 2008 2009 2010 2011 2012 

receivable conversion period 44,62  34,91  63,11  68,72  77,72  

 

Chart 4.8 Trend of receivable turnover period. 

 

 

            From Tab. 4.8 and Chart 4.8, we can see receivable conversion period 

decreased in 2009, from 44,62 to 34,91, it increased in rest of years, from 34,91 to 

77,72. According to formula (2.16), receivable conversion period and receivable 

turnover changes in opposite direction, besides multiplied by 365 days, revenue and 

receivables just in the opposite position for these two ratios, so, the main reason is 

similar. For this ratio, lower is better, it indicates the time between sales and collecting 
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cash is shorter,  receivable conversion period of Lenovo increasing in general, it is a 

bad signal for company. 

Payable conversion period 

            Calculating payable conversion period, we need to know accounts payables 

and purchases, then use formula (2.17), results are presented in Tab. 4.9 and Chart 4.9. 

            Purchase = COGS + Ending inventory - Beginning inventory 

 

Tab. 4.9 Payable conversion period of Lenovo. 

 2008 2009 2010 2011 2012 

payable conversion period 113,56  100,70  141,42  142,38  158,99  

 

Chart 4.9 Trend of payable conversion period. 

 

 

            From Tab. 4.9 and Chart 4.9, we can see payable conversion period decreased 

in 2009, from 113,56 to 100,70, the main reason is decreasing in accounts payables is  

larger than decreasing in purchases, trade payable decreased, from USD$2282,199 

million to USD$1991,286 million, provisions accruals and other payables decreased as 

well, from USD$1944,724 million to USD$1509,925 million. Then, payable 

conversion period increased in rest of years, from 100,70 to 158,99, the main reason is 

increasing in accounts payables is larger than increasing in purchases. For this ratio, 

lower is better, it indicates period between purchases and payment is shorter, payable 

conversion period of Lenovo increasing in general, it is a bad signal for company. 
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4.3 Solvency ratios of Lenovo 

In this part, we use debt to assets ratio, debt to equity ratio and interest 

coverage ratio to measure Lenovo’s ability to measure its long-term obligations. 

Debt to assets ratio  

            Calculating debt to assets ratio, we need to know total debt and total assets, 

then use formula (2.18), results are presented in Tab. 4.10 and Chart 4.10. 

 

Tab. 4.10 Debt to assets ratio of Lenovo.(%) 

 2008 2009 2010 2011 2012 

debt to assets ratio 77,59 79,22 82,07 82,86 84,57 

 

Chart 4.10 Trend of debt to assets ratio. 

 

 

            From Tab. 4.10 and Chart 4.10, we can see debt to assets ratio has a sustained 

growth during this period, from 77,59% to 84,57%. In 2009, the main reason is total 

assets decreased, from USD$7199,847 million to USD$6308,299 million. From 2009 

to 2012, the main reason is debt increased, from USD$4997,384 million to 

USD$13412,779 million, even through during this period, total assets increased as 

well, increasing in debt still has a larger impact on debt to assets ratio. Debt to assets 

ratio should be around 50%, debt to assets ratio of Lenovo is higher than this value, it 

means during this period, company was highly leveraged,  lack of the safety of the 

debt, creditors may suffer losses. 
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Debt to equity ratio 

            Calculating debt to equity ratio, we need to know total debt and total equity, 

then use formula (2.19), results are presented in Tab. 4.11 and Chart 4.11. 

 

Tab. 4.11 Debt to equity ratio of Lenovo.(%) 

 2008 2009 2010 2011 2012 

debt to equity ratio 346,29 381,21 457,65 483,46 547,91 

 

Chart 4.11 Trend of debt to equity ratio. 

 

 

            From Tab. 4.11 and Chart 4.11, we can see debt to equity ratio increased 

during this period, from 346,29% million to 547,91% million. In 2009, the main 

reason is total equity decreased, from USD$1613,263 million to USD$1310,915 

million. From 2009 to 2012, the main reason is debt increased, from USD$4997,384 

million to USD$13412,779 million, even through during this period, total equity 

increased as well, increasing in debt still has a larger impact on debt to assets ratio. 

Debt to equity ratio should be around 80% to 100%, the debt to equity ratio of Lenovo 

is much higher than this range, too much debt can put company’s business at risk. 

Interest period coverage 

            Calculating interest coverage ratio, we need to know EBIT and annual interest 

expenses, then use formula (2.20), results are presented in Tab. 4.12 and Chare 4.12. 
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Tab. 4.12 Interest coverage ratio of Lenovo.(%) 

 2008 2009 2010 2011 2012 

interest period coverage 4559,57 942,42 679,70 2290,76 7572,97 

 

Chart 4.12 Trend of interest coverage ratio. 

 

 

            From Tab. 4.12 and Chart 4.12, we can see interest coverage ratio decreased in 

2009 and 2010, from 4559,57% to 679,70%, then it increased in rest of years, from 

697.70% to 7572,97%. According to formula (2.20), we can find that interest coverage 

ratio and EBIT changes in same direction, interest coverage ratio and annual interest 

expenses changes in opposite direction, comparing these two data, they both make 

effect to results. In 2009, EBIT decreased and annual interest expenses increased 

makes interest coverage ratio decreased. The same reason makes interest coverage 

ratio decreased again in 2010. In 2011, EBIT increased and annual interest expenses 

decreased makes interest coverage ratio increased. The same reason makes interest 

coverage ratio increased again in 2012.  When interest coverage ratio equals to 100%, 

it indicates company’s EBIT just cover the interest expenses. Interest coverage ratio 

should be over 150%,  interest coverage ratio of Lenovo is much higher than this value, 

it means during this period, company can meet interest payment obligations with 

business income very well.  
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4.4 Profitability ratios of Lenovo 

In this part, we will use return on sales, return on assets and return on equity to 

measure Lenovo’s ability to generate profit from invested capital in the form of return. 

operating margin(ROS) 

            We have three ways to measure return on sale, here we use operating margin. 

Calculating operating margin, we need to know EBIT and revenues, then use formula 

(2.23), results are presented in Tab. 4.13 and Chart 4.13. 

 

Tab. 4.13 Operating margin of Lenovo.(%) 

 2008 2009 2010 2011 2012 

operating margin(ROS) 3,21 1,41 1,24 1,73 2,00 

 

Chart 4.13 Trend of operating margin. 

 

 

            From Tab. 4.13 and Chart 4.13, we can see operating margin decreased in 2009 

and 2010, from 3,21% to 1,41%, the main reason is decreasing in revenue was larger 

than decreasing in EBIT. Operating margin increased in rest of years, from 1,24% to 

2.00%, the main reason is EBIT was increased, from USD$206,716 million to 

USD$590,237million. According to formula (2.23), operating margin and EBIT 

changes in same direction, operating margin and revenues changes in opposite 

direction. For this ratio, higher is better, it indicates company’s good sales provided 
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more operating profit, operating margin of Lenovo decreasing in general, it is a bad 

signal for company. 

Return on assets 

            Calculating return on assets, we need to know EBIT and total assets, then use 

formula (2.26), results are presented in Tab. 4.14 and Chart 4.14. 

 

Tab. 4.14 Return on assets of Lenovo.(%) 

 2008 2009 2010 2011 2012 

ROA(EBIT/A) 6,93 3,33 2,44 3,57 3,68 

 

 Chart 4.14 Trend of return on assets. 

 

 

            From Tab. 4.14 and Chart 4.14, we can see ROA decreased in 2009 and 2010, 

from 6,93% to 2,44%, in 2009, the main reason is decreasing in EBIT was larger than 

decreasing in total assets, in 2010, the main reason is EBIT decreased and total assets 

increased. ROA was increased in rest fo years, from 2,44% to 3,68%, the main reason 

is EBIT was increased, from USD$206,716 to USD$590,237, total assets was 

increased as well during this period, so, ROA just increased slightly. According to 

formula (2.26), ROA and EAT changes in same direction, ROA and total assets 

changes in opposite direction. For this ratio, higher is better, it indicates company 

maybe found a way to operate more efficiently, ROA of Lenovo decreasing in general, 

it is a bad signal for company. 
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Return on equity 

            Calculating return on equity, we need to know EAT and total equity, then use 

formula (2.27), results are presented in Tab. 4.15 and Chart 4.15. 

 

Tab. 4.15 Return on equity of Lenovo.(%) 

 2008 2009 2010 2011 2012 

ROE(EAT/E) 30,07 17,27 8,06 14,89 19,42 

 

Chart 4.15 Trend of return on equity. 

 

 

            From Tab. 4.15 and Chart 4.15, we can see ROE decreased in 2009 and 2010, 

from 30,07% to 8,06%, in 2009, the main reason is EAT decreased from 

USD$485,157 to USD$26,389, in 2010, EAT decreased and total equity increased 

makes ROE decreased. ROE increased in rest of years, from 8,06% to 19,42%, the 

main reason is EAT increased, from USD$129,368 TO USD$475,416, even through 

total equity increased as well during this period, EAT still has a larger impact on ROE. 

According to formula (2.27), ROE and EAT changes in same direction, ROE and total 

equity changes in opposite direction. This is one of the most important ratios to 

investors, for this ratio, higher is better, it indicates company making enough profit to 

compensate for the risk of being in business, ROE of Lenovo decreasing in general, it 

is a bad signal for company. 
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4.5 Summary 

In this part, we will use results we get in calculation to make financial from  

four aspect: liquidity ratios, activity ratios, solvency ratios and profitability ratios.  

For liquidity ratios, current ratio was lower than normal range, but from 2009, 

it was in the increasing phase, quick ratio has a similar situation with current ratio, it 

was lower than normal range, but from 2009, it was in the increasing phase, cash ratio 

was higher than normal value, but it was keep decreasing from 2008 to 2012. We can 

see Lenovo’s ability of liquidity was not very well during this period, they have some 

problem in their short- term obligations’ repayment, but trend of  each ratios were 

good, it indicates Lenovo’s ability of liquidity maybe have an improvement in the 

future. 

For activity ratios, assets turnover was decreased in general, receivable 

turnover was decreased in general, inventory turnover was decreased in general as well, 

for this three ratio, they common used in comparing with competitors in the same 

industry, the higher the better, so, decreasing trend is bad for company. Inventory 

conversion period was increased in general, receivable conversion period was 

increased in general, payable conversion was increased as well, for this three ratio, 

they also common used in comparing with competitors in the same industry, the lower 

the better, so, increasing trend is bad for company. We can see Lenovo’s activity was 

bad in during this period, they have some problem in assets efficiency utilization, 

activity has a direct impact on liquidity, especially in trend of each ratio, it indicates 

Lenovo’s  ability of activity maybe have a degeneration in the future. 

For solvency ratios, debt to assets ratio was increased, it was higher than 

normal value, debt to equity ratio was increased as well, it was much higher than 

normal range, for these two ratios, the lower the better, so, increasing trend is bad for 

company. Interest coverage ratio was increased in general, it was also much higher 

than normal value, but for this ratio, higher is better, so increasing trend is good for 

company. We can see Lenovo’s solvency was not very well during this period, they 

have some problem in long-term obligation’s repayment, trend of interest coverage 

ratio is well, but trend of first two ratios was bad, it indicates Lenovo’s ability of 

solvency maybe have a degeneration in the future. 
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For profitability ratios, operating margin was decreased in general, return on 

assets was decreased in general, return on equity was decreased in general as well, for 

these three ratios, the higher the better competitive position, so, decreasing trend is bad 

for company. We can see Lenovo’s profitability was bad during this period, they have 

some problem in generating profit from invested capital, especially in trend of each 

ratio, it indicates Lenovo’s  ability of profitability maybe have a degeneration in the 

future. 

To sum, Lenovo’s financial performance and situation was not very well from 

2008 to 2012. 
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5 Conclusion 

Financial analysis is a kind of economic applied subject, according to results of 

analysis, creditors  considering whether they should lend money to company or not, 

investors considering whether they should invest on company’s project or not, 

operators finds problems and trends of company’s present financial situation, 

considering what should they keep, where should they improve.  

The aim of thesis was assessment of financial health of Lenovo company from 

2008 to 2012. This thesis was divided into five parts, first and last chapter was 

introduction and conclusion, second chapter was description, third part was focused on 

Lenovo company, and fouth part was application. 

In chapter 2, common-size analysis and financial ratios was introduced. 

Common-size analysis was divided into two parts, horizontal common-size analysis 

and vertical common-size analysis, we described their definition, use condition, steps 

and differences  from each other, related formulas was listed: the proportion of project, 

absolute change and percentage change. Financial ratios was divided into four parts: 

liquidity ratios, activity ratios, solvency ratios  and profitability ratios, formula of each 

financial ratio was also listed after introduction of them. 

In chapter 3, we made general introduction of  Lenovo at first, about their 

history, structures and business, then common-size analysis of Lenovo was presented. 

We obtained useful data from consolidated income statement and  balance sheet of 

Lenovo,  vertical common-size analysis made comparison of same year between 

different parts in totality (eg: total assets, total liabilities etc.), for balance sheet, we 

calculated each items’ proportion in total assets or total equity and liabilities, for 

consolidated income statement, we calculated each item’s proportion in revenues. 

horizontal common-size analysis made comparison of same part between two different 

years from 2008 to 2012, we calculated absolute changes and percentage changes of 

each item in balance sheet and consolidated income statement. 

In chapter 4, financial analysis methodology and formulas we introduced in 

chapter 2 was applied in this part, some key financial ratios was calculated, results of 

calculation presented in table and chart, then, changes of each ratio for five years 

became more intuitive, we also found out reasons and meanings of changes, analyzed 
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trend of them, try to compared results with normal range, got detail financial situation 

of Lenovo. Then make financial analysis from four aspects: liquidity ratios, activity 

ratios, solvency ratios and profitability ratios, also measure Lenovo’s ability from 

these four aspects. 

After a series financial analysis, we can find that financial siuation of Lenovo 

company was not very well from 2008 to 2012. Company’s liquidity was not very well 

during this period, it indicates maybe they have problem in shot-term obligations 

repayment, company’s activity was bad during this period, it indicates maybe they 

have to make efforts in assets efficiency utilization, company’s solvency was not very 

well during this period, it indicates maybe they have problem in long-term obligation 

repayment, company’s profitability was bad during this period, it indicates maybe they 

have problem in generate profit from its resources. Lenovo is Chinese leading 

electronic technology company, even through their financial situation was not very 

well from 2008 to 2012, we can not ignore that they rise highlights the advance of 

Chinese technology firms on the world stage in recent years.  They have many tough 

opponents, but we still believe they will maintain competitive advantages and improve 

disadvantages, bring new surprise to us in the future. 
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Annexes 

Annex 1: Complete income statement of Lenovo.(1000USD) 

 2008 2009 2010 2011 2012 

Continuing 

operations 
     

Sales 16 351 503 14 901 351 16 604 815 21 594 371 29 574 438 

Cost of sales 13 901 523 13 159 742 14 815 221 19 230 417 26 128 216 

Gross profit 2 449 980 1 741 609 1 789 594 2 363 954 3 446 222 

Other income – net 17 261 929 83 126 419 1 199 

Selling and 

distribution expenses 
1 103 713 938 451 839 388 1 038 455 1 690 778 

Administrative 

expenses 
595 902 627 903 566 245 719 708 730 294 

Research and 

development 

expenses 

229 759 220 010 214 343 303 413 453 334 

Other operating 

expenses – net 
38 823 166 305 34 058 79 427 11 070 

Operating 

(loss)/profit 
499 044 210 131 218 686 382 224 584 085 

Finance income 52 048 59 977 20 377 24 927 42 693 

Finance costs 38 366 38 142 62 881 49 175 43 484 

Share of profits of 

associated companies 
124 351 121 225 851 

(Loss)/profit before 

taxation 
512 850 187 945 176 303 357 751 582 443 

Taxation 47 613 38 444 46 935 84 515 107 027 

(Loss)/profit from 

continuing operations 
465 237 226 389  273 236 475 416 

Discontinued 

operations 
     

Profit from 

discontinued 

operations 

19 920 – – 2 2 424 

(Loss)/profit for the 

year 
485 157 226 389 129 368 273 236 475 416 

Dividends 186 753 35 575 68 728 96 601 183 214 
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Annex 2: Complete balance sheet of Lenovo.(1000USD) 

 2008 2009 2010 2011 2012 

Non-current 

assets 
     

Property, plant and 

equipment 
364 778 314 142 248 261 209 417 392 474 

Prepaid lease 

payments 
6 099 5 833 3 748 9 682 13 552 

Construction-in-

progress 
51 237 47 062 24 711 32 092 103 986 

Intangible assets 1 838 368 1 852 861 2 066 337 2 134  452 3 091 205 

Investments in 

subsidiaries 
– – – – – 

Interests in 

associated 

companies 

2 690 2 635 1 061 914 3 410 

Deferred tax assets 156 440 190 844 254 978 251 098 332 493 

Available-for-sale 

financial assets 
67 697 101 916 112 520 78 689 71 946 

Other non-current 

assets 
7 172 5 653 8 699 53 132 31 282 

(Sum) 2 494 481 2 520 946 2 720 315 2 769 476 4 040 348 

Current assets      

Inventories 471 557 450 370 878 887 803 702 1 218 494 

Trade receivables 860 543 728 387 1 021 062 1 368 924 2 354 909 

Notes receivable 371 126 82 927 386 746 391 649 639 331 

Derivative 

financial assets 
3 392 13 163 13 283 13 295 62 883 

Deposits   

prepayments and 

other receivables 

767 268 613 826 1 463 422 2 305 325 3 303 053 

Amounts due from 

subsidiaries 
– – – – – 

Income tax 

recoverable 
40 002 35 301 33 562 56 912 70 406 

Bank deposits 540 058 – 200 456 42 158 413 672 

Cash and cash 

equivalents 
1 651 420 1 863 379 2 238 195 2 954 498 3 757 652 

(Sum) 4 705 366 3 787 353 6 235 613 7 936 463 11 820 400 

Total assets 7 199 847 6 308 299 8 955 928 10 705 939 15 860 748 

Share capital 29 699 29 530 31 388 31 941 33 131 
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Reserves 1 583 390 1 281 208 1 574 453 1 802 780 2 328 104 

Shareholders’ 

funds 
1 613 089 1 310 738 1 605 841 1 834 721 2 361 235 

Minority interests 174 177 177 179 86 734 

Total equity 1 613 263 1 310 915 1 606 018 1 834 900 2 447 969 

Non-current 

liabilities 
1 098 123 891 208 930 557 838 386 1 603 102 

Current liabilities      

Trade payables 2 282 199 1 991 286 3 141 426 2 179 839 4 050 272 

Notes payable 46 421 34 180 94 427 98 964 127 315 

Derivative 

financial liabilities 
18 197 23 674 11 259 39 223 49 253 

Provisions   

accruals and other 

payables 

1 944 724 1 509 925 2 585 850 5 096 649 7 074 196 

Amounts due to 

subsidiaries 
– – – – – 

Income tax payable 87 209 89 459 84 329 96 711 310 159 

Short-term bank 

loans 
61 130 20 293 64 706 71 561 135 530 

Current portion of 

non-current 

liabilities 

48 581 437 359 437 356 449 706 62 952 

(Sum) 4 488 461 4 106 176 6 419 353 8 032 653 11 809 677 

Total liabilities 5 586 584 4 997 384 7 349 910 8 871 039 13 412 779 

Total equity and 

liabilities 
7 199 847 6 308 299 8 955 928 10 705 939 15 860 748 

Net current 

(liabilities)/assets 
216 905 318 823 183 740 96 190 10 723 

Total assets less 

current liabilities 
2 711 386 2 202 123 2 536 575 2 673 286 4 051 071 
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Annex 3: The proportion of each item in total assets.(%) 

 2008 2009 2010 2011 2012 

Non-current assets      

Property, plant and equipment 5,07 4,98 2,77  1,96  2,47  

Prepaid lease payments 0,08 0,09 0,04  0,09  0,09  

Construction-in-progress 0,71 0,75 0,28  0,30  0,66  

Intangible assets 25,53 29,37 23,07  19,94  19,49  

Interests in associated 

companies 
0,04 0,04 0,01  0,01  0,02  

Deferred tax assets 2,17 3,03 2,85  2,35  2,10  

Available-for-sale financial 

assets 
0,94 1,62 1,26  0,74  0,45  

Other non-current assets 0,10 0,09 0,10  0,50  0,20  

(Sum) 34,65 39,96 30,37  25,87  25,47  

Current assets      

Inventories 6,55 7,14 9,81  7,51  7,68  

Trade receivables 11,95 11,55 11,40  12,79  14,85  

Notes receivable 5,15 1,31 4,32  3,66  4,03  

Derivative financial assets 0,05 0,21 0,15  0,12  0,40  

Deposits, prepayments and 

other receivables 
10,66 9,73 16,34  21,53  20,83  

Income tax recoverable 0,56 0,56 0,37  0,53  0,44  

Bank deposits 7,50  2,24  0,39  2,61  

Cash and cash equivalents 22,94 29,54 24,99  27,60  23,69  

(Sum) 65,35 60,04 69,63  74,13  74,53  

Total assets 100,00 100,00 100,00 100,00 100,00 
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Annex 4: The proportion of each item in total equity and liabilities.(%) 

 2008 2009 2010 2011 2012 

Total equity 22,41 20,78  17,93  17,14  15,43  

Non-current liabilities 15,25 14,13  10,39  7,83  10,11  

Current liabilities      

Trade payables 31,70 31,57  35,08  20,36  25,54  

Notes payable 0,64 0,54  1,05  0,92  0,80  

Derivative financial liabilities 0,25 0,38  0,13  0,37  0,31  

Provisions, accruals and other 

payables 
27,01 23,94  28,87  47,61  44,60  

Income tax payable 1,21 1,42  0 ,94  0,90  1,96  

Short-term bank loans 0,85 0,32  0,72  0,67  0,85  

Current portion of non-current 

liabilities 
0,67 6,93  4,88  4,20  0,40  

(Sum) 62,34 65,09  71,68  75,03  74,46  

Total liabilities 77,59 79,22  82,07  82,86  84,57  

Total equity and liabilities 100,00 100,00  100 ,00  100 ,00  100 ,00  

 

 

 


