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A n a l y s i s  T e c h n i q u e s  

Introduction  Rely ing on a funnel analogy, f inance underpins al l  aspects of the 
business; i t  is  the f i l ter that dist i ls key informat ion on how the 
business is performing.   

Inmatr ix recognizes this,  and has developed a methodology for 
interpret ing and communicat ing f inancia l  data.   

   

Our analys is techniques are embodied in the Analys is screens, and 
invest igate f ive cr it ical  aspects of business performance: 

1. Prof itabi l i ty 
2. Balance Sheet and Working Capita l  
3. Cash Flow  
4. Return on Assets and Investment 
5. Funding Requirements 

Analysis 
Screens 

 Open Becca Distr ibut ion-Act-2005y.opt 
 Cl ick Analysis on the Navigat ion Bar 
 Move your mouse over the Prof i tabi l i ty % graph to display the 

underlying information (screen-t ip)  

Tip For best results,  have at least four per iods of data in the model for 
analys is.  

   
Optimist Xpert  Cl ick Help menu > Xpert to display the Optimist Xpert 

 Close the Xpert by c l ick ing the Close button [X] in the top r ight 
of the task pane. 

Print Analysis 
Screens 

You can also pr int or export each Analys is screen. 
 Cl ick Fi le menu > Pr int 
 Cl ick Close 

  Now we are going to invest igate Inmatr ix ’s analys is techniques in 
relat ion to each of the indiv idual Analys is screens.   
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Price Volume 
Sensitivity 

 Cl ick Pr ice Volume Sensit iv ity 

The Pr ice Volume Sensit iv i ty screen is div ided into two sect ions, the 
top being a Pr ice Volume Flow Chart and the bottom being an 
Income Statement Growth Chart. 

   
 Change Volume/Pr ice to 2  

   
Not ice the impact on Gross Prof it  and EBIT. 

   
  The Pr ice Volume Flow Chart compares the effect that a pr ice 

increase wi l l  have compared to a volume increase.  It compares the 
effect that these changes wi l l  have on Revenue, Gross Prof it  and 
EBIT. 

  There are two di fferences between a Price and a Volume change 
that must be ful ly understood: 

1 A pr ice change is  based on the current value for Revenue, 
whi le a Volume Increase is  based on the current Revenue 
Growth %. 

2 The second dif ference between a Pr ice and Volume change is  
the effect they have on Gross Margin % and EBIT. 

   
Volume Increase Price Increase 

COGS

Revenue COGS %

Time

COGS %

COGS

Revenue

Time

A c t i v i t y  # 1 :  P r i c e  V o l u m e  A n a l y s i s

Given the information below, and us ing Optimist 7.3 where possible, answer the 
fo l lowing quest ions: 

1. Pr ice vs. Volume: 

Year 2004 2005 
Revenue 1,000 1,200 
Revenue Growth % -- 20% 
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Return on 
Investment 

 Cl ick Return on Investment  

Return on Investment is examined through the concept of Return on 
Capital Employed (ROCE %).  

ROCE % = Profitability % x Activity 

o where Prof itabi l i ty examines prof itabi l i ty management and 
equals EBIT / Revenue, and  

o Activ ity examines Balance Sheet eff ic iency and equals 
Revenue / Net Operat ing Assets. 

 On this basis,  ROCE % can also be def ined as: 

ROCE % = EBIT / Net Operating Assets 

   

EBIT     ÷

REVENUE

REVENUE ÷

NET OPERATING 
ASSETS

x =
EBIT     ÷

NET OPERATING 
ASSETS

PROFITABILITY % ACTIVITY ROCE %

Important
Information

If  the analysis of a business is  l imited to only Prof itabi l i ty 
measures, and decis ions are being made exclus ively on indicators 
from the Income Statement,  those decis ions may be uninformed and 
potent ial ly detr imental for the business. For example, without 
consider ing the Balance Sheet you may negat ively affect Cash Flow. 

C a s e  S t u d y  # 1 :  R O C E  %  

New Learning 
Outcomes

How to calculate ROCE % and understand the rat io ’s use as a key 
measure of business performance. 

Background 
Information 

You have the fol lowing information about Supermarket Co and 
Shipbui lder Co: 

Company Revenue EBIT Profitability % 
Supermarket Co 1,000 20 2%
Shipbui lder Co 1,000 200 20%

Company Net Operating Assets Activity 
Supermarket Co 200 5
Shipbui lder Co 2,000 0.5

Tasks Compare Supermarket Co and Shipbui lder Co by answering the 
quest ions below: 
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 ( A n a l y s i s  T e c h n i q u e s )  

 
   (funnel analogy)  (f inance ) 

 
   

 

 
 

 Inmatr ix  
   

   
   Analysis 

 5   
 

1.  (Prof itabi l i ty) 
2.   (Working Capital)  
3.  (Cash Flow)  
4.  
5.  (Funding Requirements) 

   
 
   

 
Analysis  

   Becca Distr ibut ion-Act-2005y.opt 
  Analysis  Navigat ion ( ) 
  Prof i tabi l i ty %  

    (t ip )  
   

Tip   
 4 per iods  

   
Optimist Xpert    Help  > Xpert  Opt imist Xpert 

  Xpert  [X]  task pane 
   

 Print 
 

Analysis 

  Analys is  export  
  F i le > Pr int 
  Close 

   
   

Analys is    
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(Price Volume 
Sensitivity) 

   Pr ice Volume Sensit iv i ty 
 

 Pr ice Volume Sensit iv i ty  
 (Pr ice Volume Flow Chart)  

 (Income Statement Growth 
Chart) 

   
    Volume/Price  2  
   
   Gross Prof i t   EBIT. 

   
   Pr ice Volume Flow  

   
(Revenue)  (Gross Prof it) (EBIT) 

   
   2  Pr ice  Volume 

 
 

1 (Revenue) 
 %  

2  2 

 (Gross Margin %)   (EBIT) 
 
   
  (Volume 

Increase) 
 

 (Price 
Increase) 

COGS

Revenue COGS %

Time  

COGS %

COGS

Revenue

Time   

  1 :   ( P r i c e  V o l u m e  A n a l y s i s )  
 

  Opt imist 7.3  :  
 

1. Pr ice vs. Volume: 
 
Year 2004 2005 
Revenue 1,000 1,200 
Revenue Growth % -- 20% 
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   Return on Investment  

 
  

 (ROCE %).  
   
  ROCE % = Profitability % x Activity 

(%  = %  x  
  ) 

  o  Prof itabi l i ty 
   EBIT / Revenue  

o  Act iv ity    
Revenue / Net Operat ing Assets. 

   
     ROCE % : 
   
  ROCE % = EBIT / Net Operating Assets 

(%  = /
) 

   
  

EBIT     ÷

REVENUE

REVENUE    ÷

NET OPERATING 
ASSETS

x =
EBIT     ÷

NET OPERATING 
ASSETS

PROFITABILITY % ACTIVITY ROCE %

 
 
   

     
  

  
 

   1 :  R O C E  %  
 

 
 

  ROCE %  (rat io) 
 

   Supermarket Co  Shipbui lder Co
 

 
Company Revenue EBIT Profitability % 
Supermarket Co 1,000 20 2% 
Shipbui lder Co 1,000 200 20% 

 
Company Net Operating Assets Activity 
Supermarket Co 200 5 
Shipbui lder Co 2,000 0.5  
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