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Abstract: The current paper sets out to analyze the main activity ratios 
(also called asset utilization ratios) which help us to measures the 
capacity of the company to use its assets and capital efficiently. These are 
financial ratios concerning the assets management and help financial 
statement users to evaluate levels of output generated by assets. 
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INTRODUCTION 
Financial ratios, usually, show financial relationship by dividing one 

financial item by another, and are an important tool for management, 
permitting a space comparison to place the company in her environment.  

Financial statement is considered the raw material of financial 
analysis and it is an helpful techniques which have no significance only by 
reading the financial statement, being necessarily to calculate financial 
ratios, interpreting those financial ratios, and also, by using other techniques 
of financial analysis. 

Ratios are a management tools which allow managers to assess 
performances, express business trends, monitor entities activity, and helps 
for making strategic and operating decisions.  

Activity ratios (called asset utilization ratios) measure the ability of 
assets to generate revenues or earnings. Activity ratios analysis is important 
and helpful, and allows us to understand the overall level of efficiency of 
which a business is performing. Speed and time are important aspects of 
utilization ratios, and also, it is recommended that after their calculation to 
compare those ratios with a standard. 
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MATERIALS AND METHODS 

Activity ratios tell us how well a company is managing its assets, 
and help financial statement users to evaluate levels of output generated by 
assets. The assessment of activity ratios helps us to understand the overall 
level of efficiency at which a business is performing. 

The activity ratios are useful, especially when these are compared 
with standards taking into account industry averages. 

The below indicators from Financial Statement we will considered to 
calculate the main activity ratios. 

Table 1 
The evolution of the main items necessarily to determinate the 

activity ratios of a company: 
Year Items 

2007 2008 2009 
Total Assets 75 900 90 500 95 800 
Fixed Assets 35 200 38 700 43 500 
Current Assets 40 700 51 800 52 300 
Accounts Receivable 8 500 9 800 11 000 
Average Inventory 28 500 35 200 42 800 
Turnover 154 000 183 800 214 800 
Working Capital 17 300 22 200 26 500 

 
The main ratios which have to be considered in activity ratios 

analysis are presented bellow: 
- Total Assets Turnover; 
- Fixed Assets Turnover; 
- Current Assets Turnover; 
- Inventory Turnover  
- Inventory Period; 
- Receivables Turnover 
- Average Collection Period; 
- Working Capital Turnover. 
Generally, all these activity ratios can be express in number of 

rotation of one item through turnover (how quickly an item is generated 
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sales), or in terms of the number of days needed by one item to generate 
sales. 

Ratio analysis is used by analysts and managers to assess company 
performance and status don't mean anything when they are used singularly. 
It is important to monitor a group of ratio over time and to make a 
comparative analysis (a specific ratio for a group of companies in a field of 
activity) and a relative analysis by conversion of all financial statement 
items to a percentage of a given item.  

 
RESULTS AND DISCUTIONS 

Bellow are presented the way of calculate the activity ratios which 
we take into discussion. 

Table 2 
Main ratios expressing asset utilization 

Categories of ratios Formulas 
Total Assets Turnover 

AssetsTotal

Turnover
 

Fixed Assets Turnover 

assetsFixed

Turnover
 

Current Assets Turnover 

AssetsCurrent

Turnover
 

Inventory Turnover  

InventoryAverage

Turnover
 

Inventory Period 
365×

Turnover

InventoryAverage
 

Receivables Turnover  

ceivableAccounts

Turnover

Re
 

Average Collection Period 
365

Re
×

Turnover

ceivableAccounts
 

Working Capital Turnover 

CapitalWorking

Turnover
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Having as reference the indicators from Financial Statement 
presented in our material and methods we will analyze the main activity 
ratios. 

Table 3. 
The evolution of the activity ratios of a company: 

Year Activity Ratios 
2007 2008 2009 

Total Assets Turnover 2,02 2,03 2,24 
Fixed Assets Turnover 4,37 4,74 4,93 
Current Assets Turnover 3,78 3,54 4,10 
Inventory Turnover  5,40 5,22 5,01 
Inventory Period 67,54 69,90 72,72 
Receivables Turnover  18,11 18,75 19,52 
Average Collection Period 20,14 19,46 18,7 
Working Capital Turnover 8,9 8,27 8,10 

 
Total assets turnover compares the turnover with the assets that the 

company has used to generate that turnover, reflecting the efficiency of 
assets utilization, or otherwise how well the company management is using 
its total assets to generate sales. In our case there is an easily increase of the 
total assets turnover ratio from 2,02 times at 2,24 times, which means that 
for every monetary unit of assets the company was able to generate 2,24 
monetary unit of sales.  

Generally, a high level of this ratio implies that we can generate 
strong sales from a relatively low level of capital. A low level of the ratio 
means an inappropriate activity organization. 

Total assets are split in fixed assets and current assets, so we can 
token about the ratios which take into consideration that element, and could 
be built others two activity ratios, as follow: fixed assets turnover and 
current assets turnover. 

Fixed assets turnover show how well the company is using its fixed 
assets to generate sales, and it is calculate by dividing turnover to fixed 
assets. The higher is the value of the fixed assets ratio turnover the better. 

The fixed assets ratio in our case is increasing easily, from 4,37 
times at 4,93 times, that means that in 2009 for every monetary unit of fixed 
assets the company was able to generate 4,93 monetary units of sales. 
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Current assets turnover show how well the company is using its 
current assets to generate sales, and it is calculate by dividing turnover to 
current assets. Also, regarding the current assets there can be split, and we 
can calculate similar ratio such as inventory turnover, or receivable 
turnover. 

The current assets turnover increased from 3,78 times to 4,10 times, 
meaning that for every monetary un it of current assets the company was 
able to generate in 2009 4,10 monetary units of sales. 

These ratios (fixed assets turnover and current assets turnover) show 
us detailed how those assets have been used to generate the turnover. 

Inventory is a very important asset that must to be managed. The 
inventory turnover ratio shows how effective the company management is 
managing inventory. This activity ratio could be express also through cost 
of goods sold in a time period divided by the average inventory level during 
a period. Inventory period is defined by dividing average inventory level to 
turnover, being expressed in days. 

Inventory turnover is approximately 5 times, meaning that the 
company was able to turn its inventory over 5 times during the year. A 
higher level of this ratio implies that management does not hold onto excess 
inventories and its inventory is highly marketable. 

Receivable turnover indicates how quickly the company collects his 
accounts receivables being defined by dividing annual credit sales to 
accounts receivable. Often, the receivable turnover is expressed in terms of 
the number of days that credit sales remain in accounts receivable before 
they are collected. This number of days is known as the average collection 
period. 

The account receivable turnover increased from 18.11 to 19.52 in 
2009, which means that the company was able to turn its receivables over 
approximately 19,5 times during the year. 

Average collection period helps monitor the effectiveness of credit 
management policy and also, helps the company budget for cash flows. 

Average collection period decreased from approximately 20 times to 
18,7 times. 

These ratios can be used to determine whether the company is 
having trouble collecting on sales it provided customers on credit. 

Working capital turnover ratio - the relationship between turnover 
and working capital, show how effectively working capital is being used in 
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terms of the turnover. There is no ideal values regarding this ratio, but the 
higher is the better. In our case there is no significant variation in the period 
of time considered, about 8 times. 

CONCLUSIONS 
Ratios are a tool of the management analysis; they indicate trends 

but are more useful on a comparative base. There is better that the ratios to 
be interpreted in individual circumstances. Also, is necessarily to take into 
consideration that the ratios reflect past performances and can not be a 
useful guide for the future activity of a company.  
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