Finance 490 Investment Portfolio Analysis
Key Ratios
Gross Margin Rate = Gross Margin ÷ Sales
Permits comparison of margins over months with dissimilar sales. Ideally, this holds pretty steady in good months and bad -- but it depends on your business. It can distort fluctuations if sales are erratic.
Net Profit Rate = Net Profit ÷ Sales
An overall batting average: The aim is consistency over the long haul, not just short-term stardom.
Return on Investment (ROI) = Net Profit ÷ Net Worth
Another profitability ratio, best looked at occasionally, because it tends to magnify short-term shifts in thinly capitalized companies.
Return on Assets (ROA) = Net Profit ÷ Total Assets
A better profitability measure than ROI. ROA shows how well you're using your assets. However, since profits are a volatile short-term measure, this should also be taken with a grain of salt. The long-term trend is what matters. A large investment in fixed assets to handle growth will seriously alter this ratio.
Price/Earnings = stocks current price/ earnings per share
A stock's current price divided by the company's trailing 12-month earnings per share. For comparison, we also show the average price/earnings ratios for the company’s industry, the S&P 500, and the stock’s own five-year average. 

Price/Book = current stock price/ book value per share
The most recent stock price divided by the most recent book value per share. For comparison, we also show the average price/book ratios for the company’s industry, the S&P 500, and the stock’s own five-year average. 

Price/Sales = current stock price/ company’s sales per share
A stock's current price divided by the company's sales per share over the trailing 12 months. For comparison, we also show the average price/sales ratios for the company’s industry, the S&P 500, and the stock’s own five-year average. 

Price/Cash flow = current stock price/ cash flow per share
A stock's most recent price divided by the company's cash flow per share over the trailing 12 months. Price/cash flow shows the ability of a business to generate cash and can be an effective gauge of liquidity and solvency. For comparison, we also show the average price/cash-flow ratios for the company’s industry, the S&P 500, and the stock’s own three-year average. 

Dividend Yield =  dividend/ current stock price 
A stock's most recent four quarters’ worth of dividends as a percentage of the current stock price. For comparison, we also show the average dividend yields for the company’s industry, the S&P 500, and the stock’s own five-year average.
Forward Price/Earnings 
A stock's current price divided by the mean earnings estimate for the current fiscal year. For comparison, we also show the industry average and the S&P 500 average.

PEG Ratio 
A stock's price/earnings ratio divided by the company's projected EPS growth. The price/earnings ratio used in the numerator of this ratio is calculated by taking the current share price and dividing by the mean EPS estimate for the current fiscal year. A PEG Ratio means nothing in itself, so for comparison we show the industry and S&P 500 averages.

PEG Payback (Yrs) 
The number of years it would take for a company's cumulative earnings (beginning at a base level of $1.00) to equal the stock's current P/E ratio, assuming that the company continues to increase its annual earnings at the growth rate used to calculate the PEG ratio. A PEG payback period of six years, for example, means that it would take six years for an investor to recoup the price paid now for $1 of corporate earnings (the P/E ratio).
Market Capitalization = shares outstanding * current price per share
A company's market capitalization [or market cap as it s frequently called] is calculated by taking the number of outstanding shares of stock multiplied by the current price-per-share.

Large Cap Stocks- When a stock is referred to as a Large Cap, it means that the company has a market capitalization of over 5 billion dollars.
Mid Cap Stocks-Used to refer to a stock or company that has a market capitalization between one and five billion dollars.
Small Cap Stocks- is used to refer to a stock that has a market cap less than 1 billion dollars.
Dividend Payout Ratio = yearly dividend per share/ earnings per share
Indicates the proportion of earnings that are used to pay dividends to shareholders.
Retention Ratio = 1- Payout Ratio
Indicates the proportion of earnings that are retained for reinvestment by a company
Sustainable Growth Rate = Return on Equity * Retention Ratio
Is a dividend growth that can be sustained by a company’s earnings.
ROIC = Net Operating Profits after Taxes / Invested Capital
A measure for determining the effectiveness of a company’s management team and how well a company uses the money invested in its operations.
Leverage = Long-term Debt/ Total Equity
Leverage is a ratio that measures a company's capital structure. In other words, it measures how a company finances their assets. Do they rely strictly on equity? Or, do they use a combination of equity and debt? The answers to these questions are of great importance to investors. 
Current Ratio = Current Assets/ Current Liabilities
Measures a firm's ability to pay their current obligations. The greater extent to which current assets exceed current liabilities, the easier a company can meet its short-term obligations. 
Working Capital = Current Assets- Current Liabilities
Working Capital is simply the amount that current assets exceed current liabilities. 

Debt Ratio = Total Debt / Total Assets
The debt ratio provides one with insight on the company’s financial circumstances with respect to its capital structure.

Interest Coverage Ratio = EBIT/ Interest Charges
Indicates how well a firm’s earnings can cover its interest payments on its debt.

Market to Book Ratio = Market Price Per Common Share / Book Value of Equity Per Common Share
Historic Price Earnings (HPE) Ratio = Current Market Price of Common Share / Last Published Earnings Per Share
Prospective Price Earnings (PPE) Ratio = Current Market Price of Common Share / Current Estimate of Earnings Per Share
