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Financial Analytics are inputs to analysing financial
statements. The main objective is to gain a deeper
understanding of the financial position and changes in
the financial position.

INCOME OVERVIEW

el Income
B Nat ircome @ Net Income Defore Taxes
s
oM
L L L I F g el o o




Financial Analytics and

Decision Making

Valuations in O fxﬁ

| \k\ Mergers &  \_ l||
Performance anc ' Acqusiitons ~
Position Ol ' )

06 ¢

4 A o, ﬁECISIOA 02 < performao

@ 05 MAKING O o
At s

Credit Analysis & X 04

. £} | rating to decide |
@ on Lending and//
Levels




Sources of Information J CPAK

Uphold Public Interest

o« 1 Management Auditor’s
ln/— Discussion & Report n
® 00
@ae  Analysis
. . : Returns &
Financial e
Statements Other
Information to

Relevant
Authorities



1. Absolute
Analysis

Absolute analysis is the
use of actual financial
statements figures. Key
Issues analyzed here is
whether we made a profit,
how does the figure
compare with prior years or
with other organizations in
the same industry.
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2. Relative
Analysis

Here we
standardize
iInformation by
using ratios. Ratio
analysis/Financial
Metrics is
popular.




Approaches to Analytics -

Relative Analysis
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Expressing
financial
statements items
as a base of
another item (i.e.
a common item).
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Computing many
ratios, then
grouping  them
into related
Categories.
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Link Consider: Use both Trends in
Financial 1. Macro - Absolute and Analytics: Using
Analytics Environment Relative Data Analytics

with Strategy 2. Industry Analysis (Programmed

3. Company Quantitatives)



Examples of Credit Analytics
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Financial
models

———  Financial structure

Merton model
KMV model

——  Cash flow

Gambler's ruin
Cash-flow simulations

—— Market implied

Reduced-form models
Bond, derivative and
equity prices

Empirical data
based models

—  Statistics

Linear regression
Logistic regression
Additive models

——— Artifical intelligence

Neural networks
Support vector machines
Kemel-based leaming

——— Machine learning

Nearest neighbors
Decision trees

Graphical models

Expert
models

Expert models

Expert rules
Expert scorecard

Expert assessments

Expert PD ratings
Expert collateral valuation



~  QUESTIONS
AND ANY
ADDITIONAL
POINTS BASED
ON
EXPERIENCE —2

|



