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KOLISNYK O.V., PHD, associate professor

SCIENTIFIC-METHODICAL APPROACH TO THE EVALUATION
OF THE FINANCIAL STABILITY OF THE COMPANY

Financial analysis is one of the basic components of financial
management of the company. Financial analysis is a set of methods,
which allow defining a condition of the development of an enterprise
as a result of the analysis of its activity [1-2]. The purpose of a
financial analysis — is reception of the information about its financial
state, solvency and profitableness.

Assessment of a financial stability of the company is necessary
for following persons:

- investors, which have to make a decision about formation
of an investment portfolio;

- creditors, who should be assured, that will pay to them;

- auditors, who have to know financial nuances of their
clients (financial expert, who checks an activity of firms, companies);

- financial heads, who want to estimate an actual activity
and a financial condition of the enterprise;

- heads of marketing departments, who develop strategy of
promotion of the goods to markets [3].

For realization of analysis of the financial state of the enterprise
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forms of the statistical reporting and appendixes to them, and also
results of the account, which is spent at the enterprise are used. They
are financial report (balance sheet), income statements, cash flow
statements, statements of changes in equity.

Analysis of the financial state of the enterprise should give to
administration the information about actual condition of finances,
and to persons, who are not working at the given enterprise, but
interested in its financial condition - the data necessary for opinion,
for example, about rationality of use additional investments [4].

In conditions of the market economy the accounting reporting of
managing subjects becomes the basic means of the communications
and the major element of a supply with information of the financial
analysis.

Any enterprise needs additional sources of financing (for
example, credits, investments).

It is possible to find them at the market of capitals, involving
potential investors and creditors by objective informing about
financial-economic activities, basically by means of the financial
reporting. Published financial results show a current and perspective
financial position of the enterprise. If they are attractive, the
probability of getting of additional sources of financing becomes high.
That’s why it’s essentially important to evaluate financial position of
the company in time for developing the range of measures for its
stable economic development in future.

It’s suggested the scientific-methodical approach of evaluation of
financial stability of the company by three directions: calculation and
analysis of financial indicators, evaluation of probability of
bankruptcy and calculation of generalized financial indicator of the
company (fig.1).

- first direction is ratio analysis, which includes calculation
of the following groups of financial indicators, which allow making
conclusion about financial position of the company. These groups
include: solvency ratios, activity ratios, profitability ratios and
liquidity ratios.

- another direction in the model of financial stability analysis
is evaluation of probability of bankruptcy with the help of Altman’s 5-
factorial model [5]. Criterias of an estimation by Altman’s 5- factorial
Model are presented in table 1.
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Figure 1 — Scheme of procedure of evaluation of financial stability of
the company

Table 1 — Criterias of an estimation by Altman’s Model

"Z" - estimation

to 1,8 1,8-2,7 2,8-2,9 more than 3,0

The probability of|The probability of|Bankruptcy is|Low probability of
bankruptcy is very|bankruptcy is high |possible bankruptcy

high

Its resulting discriminated function was as follows:

Z =12X,+14X,+33X,+0,6X, +0,999X,

where: *1— Working Capital/Total Assets (WC/TA);

X, — Retained Earnings/Total Assets (RE/TA);

Xs— Earnings before Interest and Taxes/Total Assets (EBIT/TA);

Xi— Market Value of Equity/Book Value of Total Liabilities
(MVE/TL);

Xs— Sales/Total Assets (S/TA).

3. Another direction is calculation of the generalized financial
indicator using the following formula:

m

CFIC =\/ﬁ (1 A—Kt') *H

i=1

t AK")‘
<
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where: GFIC — generalized financial indicator of the company;

Kt ;j — value of i (maximized) and j (minimized) financial
coefficient in period t : i=1,[ j=1,m; [+m=n;

[Lm — limited number of maximized and minimized financial
coefficients correspondingly;

AKLAK; growth (+, -) of the value of corresponding local
financial coefficient in period t towards t-1 period;

n —number of analyzed financial coefficients.

The criteria for evaluation of obtained results is that this
indicators should aspire to maximum, means if we calculate it in
dynamics it should increase from previous year to next year.

Suggested approach to the evaluation of the financial stability of
the company allows to get complex vision about its financial position
from the point of view of the probability of its bankruptcy;
profitability, solvency and liquidity of its assets. Prospects for further
work in this study are as follows: development of methodological
recommendations for prevention of the bankruptcy of the company;
forecasting of financial results of the company.
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MHIIIEHKO B.A., ripod., HTY «XITW»
AOMHHHA H.H., coucKkareab, HTY «XIT»

HHCTPYMEHTAPHM AHTHKPHU3HCHOI'O YIIPABAEHHUS
IIPEAIIPUSITHEM

[IporHo3upoBaHue KPU3UCHOM CHUTyallUHM Ha OPEAINIPUATHUSIX
OCYIIIECTBASIETC C  IIOMOIIBIO  Pa3AWYHBIX  MozAeAed. AHaau3s
AUTEPATYPHBIX HCTOYHUKOB II0Ka3aa, YTO OOABIIMHCTBO U3 HHUX
0a3upyrOTCS Ha NPUMEHEHUU HWHIAUKATOPOB (PUHAHCOBOM OTYETHOCTHU
M B HEKOTOPBIX CAydYasiX IIPOTHO3HOM wuHopMmauuu. Ilpu s3ToM,
VYUTBIBAIOTCHA B OIIPEAEACHHOM CTENeHU M OOOCHOBBIBAIOTCH HMMEHHO
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