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Techniques or Tools of Financial Statement

The most important techniques of analysis of financial statement are listed below

1. Comparative Statement

In Comparative statement, figures for two or more periods are placed sidc. by .Sfdc to
facilitate comparison. The comparative balance sheet shows the value of assets and liabilities on
two different dates. It has two columns to record the figures of the current year and the
previous year. A third column is used to show the increase or decrease in ﬁgurcs_. \ fourth
column may be added for giving percentage of increase or decrease. A comparalive Income
statement shows the operating results for a number of accounting pcn'ods'so as to hcx]lt{nc
comparison. It has two columns for the figures of the current year and previous year. A thl_rd
column is used to show the increase or decrease in figures. A fourth column may be added for
giving percentage of increase or decrease.

2. Common Size Statement

In common size statement, figures are converted into percentage of some common base. The
statements which report the figures as a percentage of some common base are called common
size statement. Sales is taken as the common base in the common size income statement. All
expenscs are recorded as a percentage of sales. In the conmmon size balance sheet, tom._l of
assets or liabilities is taken as the common base. Each item is expressed as a percentage of the
total.

3. Trend Analysis

Trend analysis is very helpful in making a comparative study ot the financial statements of
several years. Under this technique, information for a number of years is taken up and one year
(usually the first year) is taken as base year. Each item of the base year is taken as 100 and on
that basis, the percentage for other years are caluculated.



