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1. In your own words, describe why business analysis and financial statement analysis would be important to Equity Investors. 

Business analysis helps equity investors understand how a company makes revenue, competes, and grows within an industry. On the other hand, financial statement analysis shows whether that story is supported with strong profits, cash flows, and long-term value. 

2. In your own words, describe what aspects of financial statement analysis are most critical to creditors (of a company) and why.

Creditors focus on a company’s liquidity, solvency, and cash flows to determine whether it can repay debt on time. Financial statements analysis helps the creditors assess risk and whether lending a company is safe or risky. 

3. In your own words, describe what aspects of financial statement analysis are of relevance to company management and list at least three purposes for financial statement analysis from the perspective of company management.

Management uses financial statement analysis to evaluate performance, control costs, and guide strategic decisions. It’s used as a performance measurement, planning and budgeting, as well as identifying areas that require improvement. 

4. List the four primary financial statements of a company and in your own words, describe briefly the purpose/function of each of these four types of financial statements.

1. Income Statement - shows the company’s revenues, expenses, and profit over a period of time; it shows how a company is performing operationally.
2. Balance Sheet - composed of assets (long-term / short-term), liabilities (long-term / short-term), and equity of a company at a specific point in time; it shows the financial position and capital structure.
3. Statement of Cash Flows - Explains how cash moves in and out of the business through three categories: operating, investing, and financing activities. 
4. Statement of Stockholder’s Equity - Shows changes in owner’s equity. It includes retained earnings, stock issuances, and dividends. 

5. List four of the primary ongoing disclosures required under the Federal Securities laws, and in your own words, provide a brief description of each.

1. Form 10-K - an annual report that provides a comprehensive financial statement, includes management discussions, and a detailed disclosure of possible risks the company is facing. 
2. Form 10-Q - a quarterly update that provides unaudited financial statements and interim performance information of the most recent quarter. It helps investors track short-term trends, changes in financial statements, and possible risks between reports. 
3. Form 8-K - filed to inform investors of significant events that could impact a company’s value or operations. 
4. Proxy Statement -  document that is sent to shareholders before the shareholder meeting to help them vote on important issues. Explains what is being voted on and provides background information so shareholders can make informed decisions. 



