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ABSTRACT 

Ratio analysis is a technical of presenting internal and external events affecting the business transactions relating 

to its operations, operating results and attainment of pre-determined goals and objectives of a business in brief and 

summary form. Ratio analysis is the process of determining and presenting the relationship of items or group of items in 

the financial statements.  

In ratio analysis, a definite conclusion is drawn by establishing quantitative relationship between two or more 

items of financial statements. External parties such as investors, shareholders, creditors etc. require information about the 

financial soundness or weakness of the concern. Therefore, ratio analysis is used by all these parties including management 

to evaluate the performance of the concern. With the help of these ratios, the liquidity position, long-term solvency, 

operating efficiency or profitability and efficiency of a concern can be evaluated. 
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