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Abstract: The analysis of financial equilibrium can be realized observing 
the state of fact of the equilibrium indicators (FR, NFR, TN), but also 
using finance instalment (finance instalment of fixed assets from 
permanent capital, finance instalment of fixed assets from owns capital,  
finance instalment of need working capital, finance instalment of current 
assets and finance instalment of investment capital). The financial 
instalment (rates) has a distinct importance on the financial analysis 
process because it reflects the way of financing the company investments.  
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INTRODUCTION 

 
Financial diagnosis supposes the identification of the strengths and 

weaknesses of internal environment of a company observed through the 
main economic-financial indicators, and, in the same time, the identification 
of the opportunities and of the threats that can appear as results of external 
environment of the company (SWOT Analyze). 

Economic-financial indicators represent the illustration of the 
efficiency and of the performances of economic-financial activity, realized 
or forecasted by our company.  

For the analysis of the financial equilibrium is used the financial 
balance-sheet, which represents a simplify reflection of the financial 
accounting balance-sheet, based on which it is analyzed the situation of the 
financial equilibrium or the disequilibrium of the company from point of 
view of allocations (as assets), respectively of the sources of finance (as 
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liabilities) on long and short term. In order to assured the financial 
equilibrium it must be respected some correlations: [Nistor, I, 2002] 

- the long term assets must be financed from long term sources; 
- the short term assets must be financed from short term sources 
 

MATERIAL AND METHOD 
 

Creation of the financial balance-sheet starting from the elements of 
the balance-sheet requires a previous classification of the components of 
assets and liabilities based on liquidity and exigibility criteria: 

 Table 1.  
Assets of balance sheet et the end of the year 

Crt 
no. 

Specification Smb. 
2004 
-lei- 

2005 
- lei- 

2006 
-lei- 

1 Intangible assets  Imn 78 96 150 
2 Tangible assets Imc 15023 20575 38025 
3 Financial assets Imf 3 3 0 
4 Fixe assets (permanently needs) 

(1+2+3) 
AI 15104 20674 38175 

5 Stocks St 310 401 1028 
6 Account receivables  Cr 8692 10025 12058 
7 Patty cash and bank accounts Db 1775 5510 3525 
8 Current asset) (5+6+7) AC 10777 15936 16611 
9 TOTAL ASSET (4+8) AT 25881 36610 54786 

Source: own dates 

Table 2.  
Liabilitie of balance sheet at the end of the year 

Crt 
no. 

Specification Smb. 
2004 
- lei - 

2005 
-lei- 

2006 
- lei - 

1 Equity capital Cs 14042 14324 14324 
2 Reserves Rz 110 324 697 
4 Net profit Pn 1802 4680 7467 
5 Profit appropriation Rep 1802 4680 7467 
6 Own capital Cpr 15954 19328 22488 
7 Long and medium term bank loans  Ctml 56 6778 15567 
8 Permanent capital (6+7) Cpp 16010 26106 38055 
9 Short term bank loans Cts 0 0 0 
10 Suppliers and similar accounts F 5421 10842 10262 
11 Debts relating operating activity Ob 1941 3694 5275 
12 Total debts Td 7418 21314 31104 
13 Temporar resources Rt 7362 14536 15537 
14 TOTAL LIABILITIES (6 + 12) PT 23372 40642 53592 

Source: own dates 
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RESULTS AND DISCUTIONS 
 

Many financial analysts, starting from the juridical approach of the 
balance sheet, use the concept of net situation (SN), by estimating the value 
of the ownership the shareholders have over the company. 

Net Situation (SN) – calculated as difference between total assets 
and total debts offers a preliminary accounting evaluation of a company at 
the moment when financial exercise ends. This fundamental equation of the 
balance sheet shows the net property of shareholders, respectively the asset 
non-aligned in debts. 
Net situation = Total assets – Total debts* [Nistor I, 2002] 

Variation of net situation: Net situation (N-1 year) – Net situation (N 
year) 

With the support of balance sheet closed at the end of the year, it can 
be set out the Net situation and his variation, as shown below: 

Table 3.  
Net situation 

Indicators 
2004 
- lei -  

2005 
-lei- 

2006 
- lei - 

Total assets 25881 36610 54786 
Total debts* (Ctml+F+Ob) 7418 21314 31104 
Net situation 18463 15296 23682 
Variation of net situation - -3167 8386 

A net positive and increasing value reflects an economic healthy 
administration. This increase is a consequence of the reinvestment of a part 
of the net profit and of other sources of accumulation. During this period it 
is observed an increase of net situation, which shows the enrich of the 
patrimony, as a result of the healthy administration of the company. The 
increase of net situation represents, in fact, achieving of the major objective 
of financial administration, meaning the maximization the value of 
company, respectively of own capitals. In the 2005 year it is noticed a 
decrease of the net situation comparing of the 2004 year, mainly because of 
higher loan bank on long term comparing with the increase of the tangible 
assets. 
For analysing the financial equilibrium on long term it will be computed the 
working capital (FR). This represents the absolute value of permanent 
resources that are used for financing the tangible assets. Economically, 
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working capital (FR), represents both the safety margin of the financing of 
fixed assets, and the financial autonomy level of a company. Working 
capital can be an economic positive quantity (in this situation we have a 
financial equilibrium), or an economic negative quantity apt to take notice 
an unfavourable situation in the next period. 
Permanent working capital calculated based of financial balance sheet is a 
liquidity working capital (financial working capital - FRF), that can be 
computed as shown below:  
FRF = Permanent capital – Permanent needs (in net value) 
 For achieving the financial equilibrium at the company level, it is 
necessary that permanent allocations to be financed from the permanent 
sources (own capitals and long term bank loans), because of their slowly 
rotary flow; the cyclical allocations must be financed from temporary 
sources (short term bank loans). 
 The bigger are the permanent sources comparing with the permanent 
needs for funds allocation, the higher is the safety margin which company 
has for being protected by unexpected events. This surplus of permanent 
resources caused by the cycle of investments financing can be used for the 
stocks and receivables renewal. 
 From this potential use it gained its name as working capital. It is the 
expression of financial equilibrium on long term and of its contribution for 
the achieving the financial equilibrium on short term. [Florea, C, 2003] 
 Working capital = Permanent sources – Permanent allocates 
 Working capital = (own capital + long term debts) – Fixed net assets 

Table 4.  
Working capital 

Indicators 
2004 
- lei - 

2005 
-lei- 

2006 
- lei - 

Own capital 15954 19328 22488 
Long term debts 56 6778 15567 
Fixed net assets 15101 20671 38175 
Permanent working capital (FR) 909 5435 -120 
Working capital variation (VFR) - 4526 -5555 
Own working capital (FRp) 853 -1343 -15687 

 Because working capital it is positive (in the year 2004 and 2005), 
the permanent capitals finances part of current assets after integral financing 
of the fixed net assets. The increase with 4526 lei of working capital in the 
year 2005 comparing with the year 2004 results from the increase of the 
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own capitals with 3374 lei, but also, from the increase of the value of the 
long term loans with 6722 lei comparing with the previous year; all these 
compensated the increase of tangible assets (through investments) with 5570 
lei, which could had a negative influence on working capital evolution. 
Comparing with the year 2005, it can observed the decrease of working 
capital in the year 2006 with 5555 lei, because the growth of tangible assets 
at a quick pace than a own capital and long term bank loans. 

Negative value of the working capital shows the absorption of a part 
of the temporary resources for some permanent needs financing, contrary to 
the principle of financial administration: for permanent needs are allocated 
permanent sources, so the long term allocations are financed by short term 
resources. This situation could have been less unfavourable if the company 
would have an investments policy – an orientation for an accentuated 
development. The negative working capital has major implications on 
treasury and on the payment capacity. 

Working capital can be also analysed in term of permanent capital 
structures (owns capital and debts on a period longer than one year), 
analysis that stress the degree of achieving the financial equilibrium using 
own capitals. The indicator that shows this degree of financial autonomy is 
the own working capital, meaning the own capitals surplus related to the 
fixed net assets, in accordance with following relation:[Staneanu, 
Ghe.,Florea, C, 2004] 

FRP = Own capitals – Fixed net assets 
The positive value of the own working capital in the year 2004 is 

due to the fact that the tangible assets acquired were entirely covered from 
own capitals, whilst in the next years the investments were higher, being 
necessary the use of the long term bank loans. 

Starting from a specific equilibrium, necessary to exist between 
temporary needs and temporary resources, the balance sheet illustrates 
another financial equilibrium indicator, namely the needs of working 
capital. 

Need of working capital (NFR) is the expression of the short time 
financial equilibrium, the equilibrium between necessary and resources 
of current capital (of exploitation). 

NFR = Temporary needs (exclusive cash possessions and bank 
accounts) – temporary resources (exclusive long term bank loans) 

NFR = (Stocks + Account receivables) – Exploitation debts  
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                                                               Table 5.  
Need of working capital 

Indicators 
2004 
- lei - 

2005 
-lei- 

2006 
- lei - 

Stocks 310 401 1028 
Account receivables 8692 10025 12058 
Exploitation debts 7418 21314 31104 
Need of working capital (NFR) 1584 -10888 -18018 
Need of working capital variation - -12472 -7130 

 
The positive value of the need of working capital of the 2004 year 

represents the surplus of temporary needs related to the temporary possible 
resource to be used. The case of the need of working capital positive it can 
be seen as being normal only if it is the results of an investment policy 
concerning the increase of financing need of the exploitation cycle. If not, 
the need of working capital can express an unfavourable discrepancy 
between liquidity and receivables stocks, on the one hand, and exigibility of 
exploitation debts, and on the other, respectively a slowing down influx of 
fund receiving and an speed up of payments. The negative need of working 
capital explains the existence of a surplus of temporary resources, 
comparing with the temporary needs; this condition is accepted only if it is 
the result of the acceleration of the rotation speed of current assets and of 
the engaging debts with more relaxant time limit. In that way can be 
explained the inadequately supply with stocks. 

Need of working capital calculated according with above presented 
methodology has a statically characteristic, because of that it is 
recommended the completion of the patrimonial analyses with a dynamic 
study which shows the “normative” needs of exploitation cycle calculated 
related to turn over value, duration of physical and financial stocks, intensity 
of operation flow and the structure of production cost. The correlation of 
activity volume with the need of working capital value gives to the last one 
a dynamic characteristic.  

Inside of patrimonial analyses, the difference between working 
capital and need of working capital represent the net treasury (TN). 

Net treasury is the most well-argued expression of an balanced and 
efficient activity. It relieves the quality of general equilibrium of the 
company both on long and on short term. 

TN = FR – NFR 
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Table 6.  
Net treasury 

Indicators 
2004 
- lei -  

2005 
-lei- 

2006 
- lei - 

Working capital (FR) 909 5435 -120 
Working capital variation (VFR) - 4526 -5555 
Need of working capital (NFR) 1584 -10888 -18018 
Need of working capital variation  - -12472 -7130 
Net treasury (TN) -675 16323 17898 
Net treasury variation (VTN) - 16998 1666 
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Figure 1. Analyse of the indicators of financial equilibrium 

 

The negative net treasury in year 2004 evidences a financial 
disequilibrium to the end of accounting exercises, a monetary deficit which 
can be covered through engagement of new short term bank loans. This 
situation reveals the dependence of company by the external financial 
resources. The situation of dependency on treasury, when the liquidity are 
insufficient to payback the short term bank loans, limits the financial 
autonomy on short term. Even if the negative net treasury shows a relative 
financial dependency, this must not be necessarily understood as an 
immediately insolvability state of fact. This situation can, someway, be 
solved by if the financial partners accept the maintaining of the offered 
treasury resources for covering the exigible liability. The net treasury is 
positive in years 2005 and 2006, making the point that these financial 
exercises ended with a monetary surplus, which is a tangible expression of 
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the net profit and other money accumulations. A positive treasury certifies a 
financial equilibrium at the level of the company. 

From the analysis of the treasury evolution from one exercise to 
other it reveals an indicator with a major of synthesis strength, namely cash 
flow, that are calculated as difference between the net treasury at the end of 
the exercise and net treasury at the beginning of the exercise. 

Because the cash-flow of the period of the exercises 2005 and 2006 
are positive, the real capacity of financing the investments increased in year 
2005 comparative with year 2006 proving an increase of the company value. 

 
CONCLUSIONS 

 
The financial equilibrium represents, for any kind of institution, 

stability, meaning a harmonization between financial sources on one side, 
and economic tools needs in the processes of production and of 
commercialization on the other side. The financial equilibrium is 
appreciated by comparing the level of patrimonial assets with the level 
exigibility of patrimonial liabilities. 

The analysis of the financial equilibrium can be realized through 
equilibrium indicators (FR, NFR, TN), but, also, with the support of finance 
instalment (finance instalment of fixed assets from permanent capital, 
finance instalment of fixed assets from owns capital,  finance instalment of 
need working capital, finance instalment of current assets and finance 
instalment of investment capital). The financial instalment (rates) has a 
critical importance in financial analysis process because it reflects the way 
of financing the company investments.  

The analysis liquidity-exigibility plays an important role on the 
financial diagnosis because it reveals the risk of insolvency shareholders 
and creditors could be confronted with. 
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