
CHAPTER 1 AND 2 FORMULA GUIDE

QUICK RATIO  
	 Cash + Short Term Investments + Receivables/ Current Liabilities

Current Ratio 
	 Current Assets / Current Liabilities

Gross Margin Ratio  
	 Gross Margin / Sales

Return on Sales Ratio  
	 Net Income/ Sales

Return on Investment Ratio (ROI)
	 Net Income/ Average Total Assets

Return on Owner’s Equity Ratio
	 Net Income/ Average Owners Equity

Debt to Equity Ratio
	 Total Liabilities/ Total Owners Equity

A/R turnover and days
	 Sales/ Average Accounts Receivable = turnover
	 365 / A/R turnover = days

Inventory turnover and days
	 Cost of Goods Sold/ Average Inventory = turnover
	 365 / Inventory turnover = days

A/P turnover and days
	 Cost of Goods Sold/ Average Accounts Payable = turnover
	 365 / A/P turnover = days


