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O OO OO O O Analysts use financial ratios as one mode of analysis to better understand the company's
strengths and weaknesses, whether its fortunes are improving, and what its prospects are. These ratios are often
compared with the ratios of a comparable set of companies and to ratios of recent past periods. The five types of
ratios are profitability, turnover, financial leverage, liquidity, and market value ratios. Finally, it is helpful to
organize the analysis of these ratios in a way that reveals the logical connections among them and their relation to
the underlying operations of the firm.The purpose of financial planning is to assemble the firm's separate divisional
plans into a consistent whole, to establish concrete targets for measuring success, and to create incentives for
achieving the firm's goals. The tangible outcome of the financial planning process is a set of "blueprints” in the form
of projected financial statements and budgets. The longer the time horizon, the less detailed the financial plan.In
the short run, financial planning is concerned primarily with the management of working capital. The need for
working capital arises because for many firms cash needed to conduct production and selling activities starts to flow
out before cash flows in. The longer this time lag, which is called the length of the cash flow cycle, the more the
amount of working caoital the firm needs.
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