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Financial Statements Reflect Business Activities
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[0 Advantages of Analysis of Financial Statements ALl 23 sall Jua% ) 5a

e Knowing the Exact Position &:8all 3S all 43 pa
e Decision-making J| Al dslia
e Forecasting sl

e Making Financial Decisions on the Basis of Financial Statements iclia
Al 23l gl el e Al il ) jall

0 Disadvantages of Analysis of Financial Statements il ail sl Jalas cosee

e Completely Ignore Current Costs 4l calsill Jals Jlaa)

e Financial Statements are Essentially Interim Reports (stuY 4l 2l sl
Als jo )l

e Financial Analysis is Only a Means Not an End 4le <l g il s 43l &3 gl
e Completely Ignores Non-monetary Facts Jalsily 434810 p&  gidal) Jlaa)

Additional Information 4l cila slea
O Elements of Financial Statements 4Ll ail &) jalic

The elements of financial statements are the general groupings of line items
contained within the statements. These elements are as follows:

[ Assets <lagasall(Jsa¥)). These are items of economic benefit that are
expected to yield benefits in future periods. Examples are accounts receivable,
inventory, and fixed assets.
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[ Liabilities wbslhaall( asadll), These are legally binding obligations payable to
another entity or individual. Examples are accounts payable, taxes payable, and
wages payable.

[ Equity (4slal) 3a). This is the amount invested in a business by its owners,
plus any remaining retained earnings.

1 Revenue (dx¥). This is an increase in assets or decrease in liabilities caused
by the provision of services or products to customers. It is a quantification of the
gross activity generated by a business. Examples are product sales and service
sales.

[1 Expense («isx»aal)). This is the reduction in value of an asset as it is used to
generate revenue. Examples are interest expense, compensation expense, and
utilities expense.

The elements of, assets, liabilities, and equity are included in the balance sheet.
Revenues and expenses are included in the income statement. Changes in these
elements are noted in the statement of cash

flows.
Business Activities: dutaill daday)

Business activities are defined as any activity that a company undertakes for the
primary purpose of making a profit. It is a general term that includes all
economic activities that a company undertakes during business.

Business activities include:-

Operating activities - Sale of goods and services - Investment activities -
Acquisition and sale of productive assets. - Financing activities - Issuance and
retirement / payment of liabilities and equity.
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Ty pPpes of Activities

| Business

i

I Services I

I Manufacturing I

| Sales |

Manufacturing

Producing (making) goods which are then sold,
called capital goods or consumer goods.

Capital goods: goods sold and used by a business

Consumer goods: goods sold to and used by
individuals for their personal use.
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Leisure and Sport

Transport Health Care

e
e .

Financial Services Communications

+

Internet Service Providers

Catalogues

Shops Internet

/—\

Mail Order
Wholesale

Markets
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INDUSTRIAL SECTORS

PRIMARY SECTOR includes those
businesses involved with growing or
extracting materials from natural resources,
i.e. farming, mining and forestry.

SECONDARY SECTOR includes
businesses involved in manufacturing and
construction, perhaps using the products
of the primary sector.

TERTIARY SECTOR includes ==
businesses involved in providing —
services, I.e. shops, mobile phone
service provider and a hairdresser.
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Industrial Sector (Supply Chain)

PRIMARY
SECTOR

SECONDARY
SECTOR

=
7

TERTIARY
SECTOR




