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1)-Introduction: 
 
 

The business environment in recent decades has become more complex due to the increase in 

international companies. The development of finance accompanied the development of the 

business environment, which became more dynamic in the search for less expensive and risky 

international sources of finance. Finance has become associated with all business, activities and 

decisions made by companies, which has made finance and the functions of financial 

departments very important in business organizations. 

Finance is the art and science of the management of money. Science, because it is based on 

theories and rules applicable in making all financial decisions, and art, because the application of 

these theories and rules varies from person to person, which leads to differences in the results of 

financial decisions taken by one person to another. 

At the level of business enterprises, finance is related to the same type of decisions, such as: 

What are the sources of corporate finance? What are the different investment aspects of 

companies? What is the size of the profits? How much retained earnings will be reinvested? All 

of these financial decisions are important for both individuals and institutions, which explain the 

importance of studying the science of finance and the art of practicing it in making rational 

decisions on the basis of sound financial analysis of the company's financial statements. Which 

leads us to know the path the company is going on, and its position on now and what are the 

expectations for profits And the size of investments in the future, showing the weaknesses and 

strengths in the company, how to use the company’s resources effectively, and evaluating and 

correcting its work and striving to maximize profits and capital. 

 

Financial analysis is a systematic processing of the available data with the aim of obtaining 

information that is used in the decision-making process, assessing the performance of 

institutions in the past and present, and predicting what they will be in the future. 



5  

 

Financial analysts rely on the financial statements represented by the Balance Sheet, Income 

Statement, and Cash Flow Statement. Through which data is analyzed and information is 

obtained that is useful in making decisions for the work and activities of the organization in 

expansion, investment and building successful good business. 

Balance Sheet this statement explains what a company owns (assets), and what it owes (liabilities), 

and the remainder (net worth or equity in Business). 

Income Statement explains firm’s sales and expenses plus its profit or loss. 

Cash Flow Statement explains the sources, uses, and balance of cash, shown on a monthly 

basis. 

Financial statements are not isolated items, they are close related and flowing between each other 

to give a bigger picture about the company's financial conditions. 
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2)- Financial statements of Samsung electronics co 

 

Balance sheet statement: 
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Income statement: 
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 Cash flow statement: 
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By analyzing the previous financial statements, we can clarify the company's performance, show 

strengths and weaknesses, suggest recommendations and make appropriate decisions in 

developing operations and improving the company's investment. 
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3)- Financial statement analysis: 

3– 1) - Profitability Ratios: 

Profit rates; These metrics evaluate a company profits in relation to a certain level of Sales 

or a certain level of assets or owner investment. Without profits, the company cannot attract 

outside capital. Owners, creditors and management pay close attention to maximizing 

profits. (Brigham, 1999). 
 

Net Profit Margin: This ratio is a measure of net profit after taxes and interest for every dollar 

of net sales. In 2020, it reached 11%. It means that the company achieved a net profit of $0.11 

for every $1, while the percentage was higher in 2018, equal to 18%, and this indicates a decline 

in the company's profitability in the last two years. We have to calculate the profit margin before 

interest and taxes, and this percentage is the true measure of the efficiency of the administration, 

because the administration has no control over the benefits and taxes. 

ROA: This ratio is an indicator of the company's profitability in relation to its total assets. It is 

used to compare companies in similar sectors to find out the size of profits resulting from 

investing assets. In Samsung, we notice a drop in this profit rate, which amounted to 7%, which 

is a low percentage compared to other companies. This indicates the weakness of management in 



15  

25 

20 

15 

10 

Net Profit Margin 

ROA 

ROE 

5 

0 
2017 2018 2019 2020 

the last two years, as profits were more in the years 2018 and 2017 and were 14%. 

We also noted the low rates of return on ROE, and this indicates the low efficiency of the 

management in employing shareholders' money. 

 
 

 

 
 
 
 
 
 

 

 3-2)-Activity Ratios Analysis: It is also known as asset management ratios because it measures 

the efficiency of management in using its assets to produce the largest amount of products and 

goods. 
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We note that (Cash Conversion Cycle) was the shortest in 2017, then increased in 2018, but 

improved in the year 2020 to go down to 91 days. This is an indication of an improvement in the 

management of receivables collection. But we aspire to reduce the period to less than that 

compared to the payment period, which does not exceed 27 days, and this is the reason for a 

large financial gap. 

 

 

 
 

▪ Inventory turnover is a measure that indicates how often a company is sold and replaced in a 

period of time. (Al-Zubaidi, 2000) 

It is an indicator that indicates the efficiency of management in managing inventory. 
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We note that inventory has been recycled approximately 5 times a year during the past four 

years, and this is good, but the inventory management and sales department must make a plan in 

order to increase inventory rotation times faster and the ability to collect money faster also 

because there is a gap between collection and payment, which (ccc) reached between 88 and 

103 days, which is a long time. Which affects the company's liquidity and its ability to pay off 

its liabilities. 

Accounts receivable turnover ratio is an indicator of the company's efficiency in collecting its 

debts. 

The accounts payable turnover ratio is an indicator to judge the speed of the company in paying 

its short-term obligations 

 
 

 

3-3)-Liquidity Ratios: 

Liquidity management is defined as the ability to provide funds at a reasonable cost to meet 

obligations when they fall due, and one of the objectives of liquidity management is to maintain 

the continuity of the company's work and keep the risks of financial hardship away from it. 

(Altman, 1968). 

 
 
 

From the previous table, we note the increase in the current liquidity ratio during the last two 

years, which indicates the company's ability to pay off its liabilities well. As it amounted to 2.6 

dollars of current assets against 1 dollar of current liabilities, and there is a surplus of liquidity 
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For investment, as there is an increase in the ratio over the standard ratio, which is 

approximately 2:1, I suggest that the management be directed towards investment and improve 

the investment of assets well. Where the liquidity ratio remains close to the standard. Also, the 

quick liquidity ratio is high enough for the company to be able to pay off all its liabilities, this 

indicates a good short-term solvency 

 

 
Quick ratio: This ratio measures the company’s ability to settle its obligation from its most 

liquid assets, it is stated in terms of (Times 1:1). (Al-Zubaidi, 2000) 

We note that there is a large quick liquidity 

Net working Capital: The net working capital that achieves the company's creditors the ratio of 

the margin of safety enjoyed by the current liabilities. (Moyer, 1981) 

The working capital of the company is large and good, as shown in the table during the previous 

years, which encourages investors to invest in Samsung. 
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3-4)-Debt Ratios Analysis: 
 
 
 

Debt ratio, measures the percentage of total assets a company has financed by creditors, and it 

gives an idea of the size of the risk from the debt burden. 

We note that the debt ratio did not exceed 30% during the past four years, but reached 27% in 

2020. This indicates that the company relies heavily on shareholders' equity to finance its 

projects. This gives reassurance from investors and creditors to finance the company and put 

their money in it. 

Debt to Equity ratio; Compare’s the total liabilities of the company to the total of its 

shareholders equity. This is a measure of the amount of suppliers, lenders, creditors, and 

Commitment to the company in return for what the shareholders have committed. (Preve, 2010) 

 
. 

3-5)-Market based Ratios: 

Share ratios are of particular importance to shareholders and potential investors for shares and are 

important for the company's management to measure its impact on the prices of ordinary shares 

in the market. 
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The price to earnings per share ratio is about 5 approximately during the previous years. It is a 

low ratio 

 
 
 

 

We note a decrease in Earning per share during the last two years. This is a bad indication for 

the company's management to reconsider market prices and seek to improve the return on shares 

to entice the company's investors 
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We also note a decrease in return on equity, which are bearish indicators during the last two 

years. The company's management must monitor the market and share prices and improve its 

performance in order to maintain share prices and achieve the largest returns on assets and shares 

 

4)-CASH FLOW: This list shows how changes to certain items in the statement of financial 

position affect the company's cash flows, by determining whether those changes are sources or 

uses of cash. (Brealy, 2003) 

 

Return on equity 
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4-1)-Operating activities: 

We note from the chart that the cash flows from operating activities were high in 2017 and 2018, 

then decreased significantly in 2019 and then rose again in 2020, reaching $55,306,549. The 

results were all positive. This gives the company the ability to invest, pay its obligations and pay 

dividends to its beneficiaries, and this is a good thing. Indicates the company's efficiency in 

managing its operational business and achieving financial flows for the company's development 

and progress in the coming years. 

 

4-2)-Investment Activities: 

We found from the table of investment financial flows that they were (negative), this is because 

the company invests every year in funds and permanent development by purchasing new assets 

and developing its industry, and the facility has invested in associate and affiliated facilities, 

where we see a decrease in the flow of funds as a result of purchasing investments and assets and 

paying off commitments. 
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End of the period 
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4-3)-Financing activities: 

We note from the analysis of the financing activities that they were (negative) during the 

previous years, because the company repaid loans to banks, bonds and partners, and this 

indicates the financial strength of the company and its ability to distribute profits. 

It is always able to distribute a good amount of profits, as it distributes profits every year in 

addition to investment and retained earnings, and there is a surplus that covers all its obligations 

and requirements for expansion and investment, and this is a good indicator where dividends are 

shown 

 
 
 

End of the period: 

 
We note that the company always has an increase in cash flows, as it reached at the end of 2020 

approximately $ 24,890,848. 



25  

5) -Comments and recommendations to improve the company's business: 

In general, the company's cash flows were good during the previous years as a result of operating 

activity and long-term investment income, and this is in the interest of the company, maintaining 

its reputation and encouraging investors to invest in it, which leads to a rise in the price of its 

shares, an increase in its profits and a rapid development in the future. And increases the strength 

of its competition with other companies in the market. 

 

But we noticed through the analysis of the company’s financial statements and the previous 

study and activity indicators that there is a delay in the preparation period for the stock to be 

ready for sale, and a delay in the collection period against the payment period for suppliers and 

creditors as short as 26 days, which made it pay in cash. The gap that will affect the financial 

capacity of the company, I recommend that the inventory be managed well and strive to improve 

the efficiency of the collection management to reduce the collection period to provide the 

company with the necessary liquidity and availability at all times, which gives the company the 

strength to always develop, invest and pay the requirements 

We noticed that the percentage of the company's dependence on debt is low, not exceeding 30%. 

This reduces the payment of excessive interest on debts, and this indicates the company's 

strength in its dependence on its money from equity. 

I recommend reducing financial expenses, as we notice their increase in 2020 and amounted to $ 

9,587,858. Compared to the previous year, when it was $ 7,009,887, as expenses should be 

limited to important business. Rationalization methods must be followed in manufacturing. 

 
Financial Expenses from Income Statements: 
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6)-New investment project: 

I recommend a new investment project using only 40% of the own capital. 

The company must choose the ideal financing method to reduce the cost of capital. 

Current assets are financed by current liabilities, while fixed assets are financed by long-term 

debt or equity. (Kewon, 1994) 

 

6-1)-Discount cash flow (DCF): This is the most common method that CFOs use to get a 

company's value. It is determined by calculating the expected free cash flows that the company 

can have in the future. (Higgins, 1995) 

First: We must count the Weighted Average Cost of Capital (WACC). 
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6-2)-WACC: 

It is the weighted average of the capital components cost of debt and common equity. 
 

WACC =( WE x re )+ ( WD x rd x (1- T ) ) 
 
 

Note that the interest rate on loans is 5%. 

The tax rate is 25%. Cost of Debt = rd (1-T) = 0.05 X (1-0.25)=0.0375 . ( 3.75 %) 

Risk-free interest rate = 9.5% 

Risk premium = 5.5% (this is in South Korea) 

re = Risk-free interest rate + Risk Premium= 9,5 %+5.5 %= 15 % (cost of equity). 
 
 
 
 
 
 

 
Finance: 

Debt O /E 

60 % 40 % 

WD = 0.60 WE = 0.40 

rd = 0.05 re = RF + RP 

Tax rate= 25% re= 9.5 % + 5.5 % = 15 % 
 
 

WACC =( WE x re )+ ( WD x rd x (1- T ) ) 

WACC= ( 0.40 x 0.15 )+ ( 0.60 x 0.05 x ( 1- 0.25 ) ) = 8.25 % 

WACC = 0.0825 
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Y0 Y1 Y2 Y3 

The company wants to invest $1,000,000. 

The financial returns from the project during the next three years: 

 
 
 
 
 
 

5,000,000 6,000,000 7,000,000 9,000,000 10,000,000 

 

4,628,937 

5,120,300 

5,518,414 

6,554,369 

6,727,604 
 
 
 
 
 
 

  

Present Value (PV) = 4,628,937 + 5,120,300 + 5,518,414 + 6554369+6727604 = $28,539,624 . 

 

 

(NPV)= Present Value – Initial Investment = 28,539,624 – 10,000,000= $18,539,624 > 0 

(positive). 

 

Investment is expected to add value to investors, Accept the investment. 

5,000,000 + 6,000,000 + 7,000,000 + 9,000,000 + 10,000,000 

(1 +0.0825)  (1 + 0.0825)2  (1 + 0.0825)3 (1+ 0.0825)4 (1 +0.0825)5
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Because this project increases profits for the company, which helps to increase its profits and 

increase its ability to pay its obligations. 

Because there is a good flow of the company's own funds through which we can cover the costs 

of the project, I recommend the company own funds. 

 

7)-Investment Dividends: 

Investments in an economic project are influenced by the nature of its work and the scope of its 

activities, which are two main factors that the project relies on to allocate its invested capital 

among various investments. Most of the capital remaining in industrial companies is used to 

finance fixed assets (machinery, equipment, buildings or a new production line, etc.). or a 

promising project) and in the event that the rights of the promoters are insufficient to cover these 

investments, the project will use long-term debt financing as most of the different sources of 

financing are mainly property rights. And long-term liabilities are used in fixed assets. The 

smaller part of the invested capital is used for investments in day-to-day business, which usually 

require much less money than the acquisition of fixed assets. 

the following table of liquidity ratios: 

 

 
 

 

We note that there is excellent liquidity that exceeds the ratio of 2: 1. Thus, we are able to cover 

the costs of the investment projects, which we have considered, and part of the funds remains to 

be distributed to investors. 
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We also noticed from the income data table that the company’s income in the last year 2020 was 

about $22,370,853, so we can create our investment by taking 40% of it. We can then distribute 

the profits to the beneficiaries. 

 

Therefore, the company can distribute profits because there is a surplus in income and the flow 

of money after deducting the money in the process of investing in the project. But there is no 

objection to keeping part of the retained earnings in the company's treasury in favor of 

emergency circumstances and expected risks. In order for the company to remain able to 

overcome the risks it may face and remain ready to pay its obligations in a timely manner, and 

not be exposed to the risk of bankruptcy for any out-of-control situation, as happened in the 

sudden Corona (Covid 2019) pandemic that wiped out most of the companies. Because of the 

lack of good planning for such circumstances and its inability to pay its obligations. 

From this point of view, he emphasized that part of the profits would be retained as a reserve for 

the company. The other part will be distributed to investors. 

 

I recommend the company’s senior management to take the necessary measures and procedures, 

plan well for the future and develop a strategic plan aimed at raising the company’s productivity 

and placing its investments from the surplus funds in several diversified projects to ensure 

income from various parties and to ensure an increase in the flow of funds to be always able to 

develop and expand to As well as overcoming the difficulties and dangers that she may face. 

Among these methods: 

Increasing the efficiency of the use of funds. 

Reducing the debt ratio. 

Relying on less risky financing sources for the company. 

Investing in more liquid assets. 

Reducing the percentage of dividends from profits. 

Achieving monetary balance (the balance between cash 

inflows and outflows). 

Diversification of investments. 
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8)-Conclusion: 

We found that the importance of financial analysis has increased in light of the expansion of 

business activities in our contemporary world, which has become contributing to the 

interpretation of the course of events and the manufacture of recommendations for information 

users to make rational decisions in a world where competition and uncertainty have increased. 

Financial analysis is one of the most important tools used by the financial decision maker, or 

any other party with an interest. The importance of financial analysis is not limited to the 

management of the company alone but goes beyond that to its shareholders and creditors. 

Financial analysis is considered the cornerstone for producing the most useful financial 

statements and speeding up decisions. It is an essential component that allows a better 

understanding of strengths and weaknesses. (Ash, 1992) 

We saw the importance of financial analysis below: 

• (Determine the efficiency of the management of all funds on the one hand and how they work 

on the other. 

• Assistance in the financial planning process of the company. 

• An indicator of the success or failure of business management in achieving the desired goals. 

• An indicator of the real financial situation of the company. 

• Prepare an adequate basis for relevant decisions. (Ross, 1986) 

This was very clear through our study and analysis of the financial statements of the Korean 

company Samsung, where it became clear that we have the weaknesses and strengths of the 

company, and we have shown the efficiency of the company in its ability to pay its obligations in 

a timely manner, and its ability to expand and develop its investment projects. It’s making profits 

every year. But there must be some shortcomings in minor aspects, such as the delay in the 

collection period, which in turn made a financial gap that occurs during operations. I, in turn, 

recommend from this aspect that the collection department reconsider and take the necessary 

measures to overcome this defect and raise its efficiency, which would benefit the company and 

its financial strength in circulation. It was also clear to us that the company's dependence on 

Long-term debt does not exceed 30%. This is considered a strong point for the company and 

encourages investors to invest in this company because they feel confident of paying the 

financial returns to them without worries.
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I also recommend management to make an effort to rationalize the use of financial resources, and 

to appoint skilled, experienced and well-educated personnel in all departments, especially 

financial analysts, because their job is very sensitive, because if there are errors in the analysis 

and understanding of financial statements, it will give wrong results that directly affect decisions 

The company and its financial capacity, which leads to the failure to achieve its strategic 

objectives, which affects its continuity. 
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