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Souhrn

Finartni analyza spolmosti si klade za cil posoudit a zhodnotit fitiainsituaci a vyvoj
spolg&nosti za obdobi minulé, ale také bylm byt podkladem proipdvidani budouciho
stavu firmy. Cely proces zahrnuje Whvhodnych ukazatéla metod, vypeéet indikaton
z vybranych finadnich vykazi a také interpretaci vysledkjez je nedilnou saasti celé
analyzy. Takto ziskané zé&y by nely slouZzit vedeni spotamosti jako nastroj pro finani
fizeni spolénosti.
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Summary

The main aim of the financial analysis is to reviamd evaluate the financial situation and
performance of the company in the past. This pracedhould also provide the users the base
for the prediction of possible future developmértie procedure includes the choice of the
indicators and methods, the calculation of choselexes, and the interpretation of returned
results which can be considered as the most impopart of the whole financial analysis.
The findings should provide answers to many questiaf the management of the company

and should serve as a tool for financial management
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ABSTRACT

The main aim of every company is to use its own lamdowed capital in the best way
in order to increase its market value. With respechis aim of companies, we need a review
instrument such a financial analysis is.

This diploma thesis concentrates on the topic pércial analysis as a tool for
evaluation of financial health, situation, and perfance of a company.

The whole thesis is divided into two main partseT st one is concerned with the
theoretical part and provides a literature overviemplanation of basic terms and introduces
the most often-used assessment indicators frorthdweetical point of view.

In this part, the author focuses on the conceptsancial analysis, resources that are
being used, users that are most concerned witfethdts of analysis, the steps that have to be
done in order to finish the analysis and the methagkd. Some of the methods are explained
in more detail in order to be able to pursue thayais itself in the second part of the thesis.
The choice of the particular indicators is basedhenbest practice.

The second and the most important part is concembdthe practical pursuance of
the financial analysis of particular company. Fbe tanalysis itself, author has chosen
a manufacturing company. The value added shouldptmision of causes of past
performance of the company. The company is notrebdaunder its real name as to fulfill the
wish of the company owner. For this diploma thekis company is presented under the
name: M&G, s.r.0o. The data observed are from figaryperiod Methodology used is the
technical elementary financial analysis method. Tieehnical analysis is based on
mathematical, statistical and econometric methatts wtilization of quantitative data such as
financial statements (balance sheet, profit ansl émsount, cash-flow statement).

The beginning of the practical part provides theoituction and background of the
firm and the financial analysis follows. From theaincial analysis, we can state that between
years 2005 and 2006, the financial performancé@fcompany was at very good level. The
indicators of return on assets or return on equtyrned results above standard. On the other
hand, the situation was deteriorating afterwafdie Du Pont Analysis which decomposes the
indicator of return on equity helped us to revda source of this deterioration. In the
prosperous years 2005 and 2006, the company ditiava too high profit margin but took
advantage of high turnover of assets. When theouamof assets decreased three times
between 2006 and 2009, it influenced the overalirneon equity (in 2006, the company was
able to turn its total assets over 2.27 times b009, the turn over ratio of total assets was

only 0.7). Regarding the profit margin, it was dumw but as it significantly decreased in



2008 and 2009, it can be considered another reafsthre overall deterioration. The financial
leverage did not affect the development of retunneguity significantly and remained at
comparatively same level.

These are only attributes of the situation of tbenpany. In order to find the main
causes, it is necessary to look deeper. The leathtnbe the development of the turnover
ratio, therefore the structure and quantity of &sard sales.

The structure of assets remained very similar fRB205 to 2009. The main cause can
be found in the decreasing sales. The sales chdrgachearly 33 million CZK in 2005 to 9
million in 2009, this lead to the bad result ofrtaver ratio. The year 2009 returned the worst
results also due to high level of remaining invent@imost twice as much as in all previous
years).

In the first two observed years, the activity cob&lstated as strength of the company
which has lead to good result in its profitabilityowever, this has changed and the positive
impact disappeared and the company lost one ofmitst influential strength sides.
Deteriorating activity and profitability then woultek assessed as a weakness of the company.
In order to improve its position, the company skoabncentrate its activity which would
result in improvement of profitability.

Another aspect that should be evaluated in thelgsion is the indebtedness of the
company. The management decided to use most awits resources to run the business
which has lead to overcapitalization in last twange This means that the company financed
some of its short-term assets through its own gduuit this way of financing is considered to
be the most expensive one. The company had in3@28 high level of material left in the
stock — therefore, there was no need to buy neenitory, no need to pay to its suppliers and
the trade creditor amount significantly decreased.

Low financial leverage is closely connected wittoddevel of liquidity ratio. Though,
it can be perceived as a good result from one snilgsing wider utilization of credit can be
assessed as a weakness of M&G, s r.o..

According to the results of average collection @eyil would also recommend to pay
closer attention to management of receivables.number of days M&G, s r.o. received its
cash was quite high, especially in last year (2009)

To conclude the development of basic indicatormftbe profit and loss account such
as sales, costs of goods sold and profit margingameobserve negative development trend.
Sales began at level of 32 million CZK and in 200%vas about 9 million CZK (the overall

negative change was 72%).



Cost of goods sold recorded similar decreasinglteenit was in sales. It started at 22 million
CZK and ended at 4 million CZK. This was causedntyadue to deteriorating business
activities of the company.

The profit margin development remained at almostsme level during the first three years
(21 million CZK) but ended at 4.7 million CZK in @9.

When we consider the prediction financial modelshsas Altman Z-score bankruptcy
model, model IN 95 which is suited to the conditaf Czech market, or Kralicek’s Quick
test, we can sum up that the company was in ovgmid state in spite of deteriorating
development. Neither of the prediction tests reslih potential bankruptcy.

The goal of the thesis was also to confirm or tegemgested working hypotheses.
There were three stated hypotheses:

With the decreasing sales, the profit margin de@sa

With the decreasing sales, the inventory turnoeereases.

The positive change of short-term receivables meacted with positive change of short-term
liabilities and vice versa, the negative changestudrt-term receivables is connected with
negative change of short-term liabilities.

All three of them were on the basis of gained krealgke confirmed.

The core business of this company is the produafanarketing products, the stands
and shelves that sell other companies productsortimfately, this field was hit the most by
the financial crisis because the companies deaidedo invest into marketing activities as it
was in the past. As the enterprise is of a smadl, st cannot push the prices lower in order to
support the sale ability as the production costsgainite high. However, the vision of the end
of the conjuncture might lead to improvement of Higation in the market, renewing of

marketing activities and support the business aunrse of M&G, s.r.o.
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