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II. Understanding Financial Statements  

Financial Statement Analysis: OISHI   
1. How does OISHI’s efficiency in generate profits from its total assets and invested capital change in 

2014 compare to 2012. Give the reason(s) that cause OISHI’s ROIC in 2014 be higher than its ROA 
in the same year?   
Both OISHI’s ROA and ROIC declined in 2014 compared to 2012. OISHI’s ROIC is significantly 
higher than ROA because a significant portion of its assets is financed by non-interest bearing 
liabilities.  

 
2. By looking at OISHI’s operating profit margin after tax and the capital turnover ratios in 2014 and 

2012, explain why OISHI’s ROIC declined in 2014 compared to 2012.  
OISHI’s ROIC declined in 2014 compared to 2012 because the company is able generate less sales 
from its invested capital. In addition, profit margin generated from sales in 2014 declined from 2012.  

 
 
3. Apply DuPont analysis to explain why OISHI ROE decline in 2014 compared to 2012.     

OISHI applied more level of debt to finance its assets in 2014 compared to 2012, which should be 
beneficial to ROE. However, OISHI’s ROE declined in 2014 compared to 2012 due to its lower ability 
to generate sales from assets and to generate profit margin from sales       

 
4. By looking at OISHI’s ratios to measure short-term liquidity risk, analyze OISHI’s ability to manage its 

working capital in 2014 compared to 2012. 
OISHI’s ability to manage its working capital improved in 2014 compared to 2012, except the area of 
inventory management. OISHI’s quick ratio increased from 2012 to 2014 reflects improving level of 
liquidity. At the same time, current ratio declined reflects improving efficiency in managing current 
assets. These improving efficiency also reflected in higher account receivable turnover ratio and 
shorter days account receivable outstanding. However, OISHI’s efficiency in inventory management in 
2014 was inferior to 2012. This can be seen in lower inventory turnover ratio and longer days of 
inventory held. OISHI gained better advantage from getting financing from its suppliers, which reflects 
in longer days account payable outstanding. Negative cash conversion cycle reflects OISHI’s ability to 
collect cash from sales of goods before payments for the cost of goods sold become due.            
  

5. By looking at OISHI’s long-term solvency and default risk ratios, analyze OISHI’s default risk in 2014 
compared to 2012.   
OISHI’s default risk in 2014 was higher than 2012. The company level of debts financing increased in 
2014 and mostly are in the form of long-term debts. This lead to a significant decline in an interest 
coverage ratio. Operating cash flow to CAPEX declined in 2014 compared to 2012.  

 
 
 
 



 


