
Ratios Rule…

CURRENT RATIO1
Calculation = 
Current Assets ÷ Current Liabilities

Measures Solvency:  
The number of dollars in Current 
Assets for every dollar in Current 
Liabilities.
For example:  a Current Ratio of 1.50 
means that for every dollar of Current 
Liabilities, the company has $1.50 to 
pay the liability.  The higher the ratio 
the better.

QUICK  RATIO2
Calculation = 
Cash + Accounts Receivable ÷ 
Current Liabilities

Measures Liquidity:  
The number of dollars in Cash and 
Accounts Receivables for each dollar in 
Current Liabilities.
For example:  a Quick Ratio of 1.15 
means the company has $1.15
to pay for every dollar in Liabilities.

Debt-to-EQUITY   Ratio3
Calculation = 
Total Liabilities ÷ Total Equity

Measures Financial Risk:  
The number of dollars of debt
owed for every dollar in Equity.
For example:  a Debt-to-Equity ratio of 
1.15 means that for every dollar of 
Equity that the owners have invested,
the company owes $1.15 of debt to its 
creditors.

RATIOS
RULE!!

Knowing the true health of your company starts with tracking 
these 3 simple calculations from your balance sheet:
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