
The following formulae will be used in business and management external assessment. A copy of the

formulae will be provided for students in the examination.

Formulae for ratio analysis

Profitability ratios

Liquidity ratios

   Shareholder (stockholder) ratios

Efficiency ratios

Appendices

Formulae

© International Baccalaureate Organization 2007 69



or

Gearing ratio

Other formulae

Investment appraisal

Elasticity—HL only

70 © International Baccalaureate Organization 2007

Formulae



A discount table will be provided for students in the examination.

Discount rateYears

20%10%8%6%4%

0.83330.90910.92590.94340.96151

0.69440.82640.85730.89000.92462

0.57870.75130.79380.83960.88903

0.48230.68300.73500.79210.85484

0.40190.62090.68060.74730.82195

0.33490.56450.63020.70500.79036

0.27910.51320.58350.66510.75997

0.23260.46650.54030.62710.73078

0.19380.42410.50020.59190.70269

0.16150.38550.46320.55840.675610
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Where balance sheets and profit and loss accounts are given in case studies or examination questions,

they will be presented in the format shown below.

ABC Ltd

Balance sheet as at 31 May 20**

$000$000

****Fixed assets

Current assets

****Stock

****Debtors

****Cash

****Total

Current liabilities

****Creditors

****Short-term borrowing

________

****Total

****Net assets

________

****Share capital

****Loan capital

****Retained profit

****Capital employed

________
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Profit and loss account for ABC Ltd for the year ended 31 May 20**

$000

****Sales revenue

****Cost of goods sold

________

****Gross profit

****Expenses

________

****Net profit before interest and tax

****Interest

****Tax

________

****Net profit after interest and tax

****Dividends

****Retained profit
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