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The impact of the use of financial ratios in performance
evaluation the companies - An applied study

Yousef Al-Abdullah Al-Ahmad
Associate Prof. Department of Accounting, Faculty of Economics, University of Aleppo

Abstract:

This research aims to analyze the impact of using financial ratios in
evaluating the performance of companies, and identifying the strengths
and weaknesses points in it.

The applied study -which was conducted on a textile company-
reached to that the financial ratios assist in evaluating the financial and
operating performance of the company. It was showed from the financial
ratios that:
= The liquidity and trading ratios showed that the company has a strong
margin of safety through its ability to cover the current liabilities from its
current assets, without any kind of risk.
= Through the study of activity ratios, it was showed that the company
couldn’t exploit its assets in the best way in improving its operational
activity.
= Through the study of profitability ratios, it was showed that the
company suffers from a decline in its profitability compared to its
operating cost, and the reason for this is due to the sharp competition and
the inability to raise the prices of its sales on the one hand, in addition to
the decrease in the quantity of its sales during the years, and the increase
of its fixed costs of the other hand.
= The company relies on external sources to finance itself.

Key words: Financial ratios, Financial statements, Performance
evaluation.
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