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The ability of  the company to generate returns to
its shareholders is what is reflected by calculating
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-Return on Assets (ROA)
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	8. SOLVENCY
RATIOS
Solvency Ratios measure  the company's liquidity
and financial viability. The comparison is made
between debt levels of the company to its other
parameters such as assets, earnings, etc. These
ratios include:
-Total Debt to Equity Ratio
-Total Debt to Assets Ratio
-Interest Coverage Ratio
-Current Ratio
-Quick Ratio
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	9. CASH FLOW
RATIOS
Cash flow  ratios help determine the condition of
finances of the company. It compares the
company's cash flows to other parameters of the
company's financial statements. It also helps in
evaluating company liquidity. The ratios include:
-Cash Flow Per Share
-Free Cash Flow Per Share
-Sales To Cash Flow Ratio
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	10. VALUATION
RATIOS
Valuation ratios are  ratios that help in
establishing a relationship between the
company's market value and a financial statement
parameter to better understand the true value of
the company using comparisons with industry
standards. These ratios include:
-Price To Earnings Ratio (PE)
-Price to Book Ratio (PB)
-EV To EBITDA Ratio
-Market Cap To Sales Ratio, etc.
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wealth.
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Financial statements form  the
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necessary to join the dots. The
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	14. In this model,  an investment is valued by
forecasting its cash flows for some years, and
discounting them to calculate a present value.
This model is based on the premise that an
investment’s value is created through the cash it
can generate, rather than just its supply and
demand. This method accounts for the concept of
time value of money with the usage of a relevant
discount rate. The calculation is very assumption
heavy and can lead to biased results at times.
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The dividend  discount method of valuation is an
approach that looks at the sum of the future
dividend payments that the company will make to
its shareholder which when discounted back to its
present value helps determine the fair value of
the stock price.
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Model), Variable Growth DDM, etc.
 


	16. RELATIVE
VALUATION
LEARN2INVEST |
YOUTUBE.COM/VIVEKBAJAJ
The relative  valuation approach is a comparative
analysis approach which uses ratio analysis,
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Enterprise Value** to  EBITDA technique equals a
company's EV divided by earnings before interest,
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