Financial Statement Analysis
Essay Instructions

Directions: Write a brief explanation that covers the following topics:  Note each paragraph should be a minimum of 5-7 sentences long. You’ll probably have to write more than that to adequately answer the required questions. Double space your response. It is okay to break paragraphs up if you feel like your analysis is getting long.
· Paragraph One: Write an introduction to the assignment. Describe what you’re doing. Then move on to talking about trends you saw in McDonalds’s numbers: Topics should include:
· An explanation of what a current ratio is and what the number is meant to tell people who are looking at it? 

· What do experts expect to see when they look at a current ratio in terms of actual numbers. What is good? Should it be high or low?

· An analysis of McDonalds’s current ratio (compared to themselves). Is the business trending upwards or downwards? Why? Can you see anything in the numbers that explains why the ratio is moving in the direction it is? Show your numbers!
· An explanation of what return on sales is and what the number is meant to tell people who are looking at it? What does the return on sales actually represent?

· What do experts expect to see when they look at return on sales? (NOTE: industry standards vary depending on the type of business it is, but in general, should the number be high or low?) 

· An analysis of the trend you see in McDonalds’s return on sales. Is the business trending upwards or downwards? Why? Can you see anything in the numbers that explains why the ratio is moving in the direction it is?

· Do you feel like this business is in good shape based on these ratios?

· Paragraph Two:

· Start a new paragraph and do the same analysis for YUM! BRANDS! Talk about the trends you’re seeing in their current ratio and return on sales. NOTE: You DO NOT have to redefine the ratios. You can jump straight in to the analysis of their numbers. 

· Paragraph 3:

· Now that you’ve talked about both companies, it’s time to compare them to each other. Topics covered should include:
· How does a comparison of these ratios help you determine which business may be more financially secure? Why do experts use ratios?

· Next, do you think it is a valid comparison? Are these businesses in the same industry? Are you comparing apples to apples and why is that important in ratio analysis?
· Lastly, and ultimately most importantly, what do you see when you compare McDonalds’s numbers to Yum! Brands’s numbers? Does one company appear to be on better financial footing then the other based on this simple ratio analysis? Explain! Please use real numbers! Show your ratios!
· Would you recommend one company over the other? Or are they both good (or bad) investments? Can you tell from just these numbers or would you want, or need, more information? If you would want more information, what else would be helpful to know?
