RATIO ANALYSIS
                                  
( Liquidity Ratios)
	S.No
	Ratio
	Formula
	Numerator
	Denominator
	Significance Indicator

	1.
	Current Ratio
	Current Assets/ Current Liabilities
	Inventories/Stocks+ Debtors & B/R+ Cash & Bank+ Receivables/Accruals+ Prepaid Expenses+ Short Term Loans+ Marketable Investment +Short term Securities
	Sundry Creditors(For Goods) + Outstanding Expenses+ Short Loans & Advances(Cr.)+ Bank Over draft/ Cash + Credit+ Provision for taxation+ Proposed Dividend+ Unclaimed Dividend
	Ability to Repay Short term Commitments promptly.(i.e Short Term Solvency). Ideal Ratio is 2:1. 
High Ratio Indicates existence of ideal Current Assets. 

	2.
	Quick Ratio
	Quick Assets/ Quick Liabilities
	Current Assets- Inventories- Prepaid Expenses
	Current Liabilities- Bank Overdraft- Cash Credit
	Ability to meet immediate Liabilities. Ideal ratio is 1:33.

	3.
	Absolute Cash Ratio
	(Cash + Marketable Securities)/ Current Liabilities 
	Cash in Hand+ Cash at bank+ Marketable Investment+ Short Term Securities
	Sundry Creditors(For Goods) + Outstanding Expenses+ Short Loans & Advances(Cr.)+ Bank Over draft/ Cash + Credit+ Provision for taxation+ Proposed Dividend+ Unclaimed Dividend
	Ability of cash to meet Short term commitments. There is no ideal ratio  as such. However a ratio>1 may indicate that the firm has liquid resources, Which are Low in profitability.

	4.
	Interval Measure

(Expressed in Days)
	Quick Assets/ cash Expenses Per Day
	Current Assets- Inventories- Prepaid Expenses
	( Annual Cash Exp./365)

Cash Exp.= Total Expenses + Depreciation & Write-offs
	Ability to meet Regular Cash Expenses.



