ELSBA GUIDE

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

Advanced Certification in Global Business Finance and Accounting

Financial Analysis and Reporting

Financial Analysis and Reporting are critical components of the business world, providing stakeholders with
valuable insights into a company's performance and financial health. In the Advanced Certification in Global
Business Finance and Accounting, understanding key terms and vocabulary is essential for mastering these

concepts. Let's delve into the essential terms that you need to know to excel in this field.

**Financial Analysis:** Financial analysis involves the assessment of a company's financial statements to
evaluate its performance, profitability, and overall financial health. Analysts use various techniques to
interpret financial data and make informed decisions.

**Financial Reporting:** Financial reporting refers to the process of presenting financial information to
external stakeholders, such as investors, creditors, and regulators. It includes preparing financial statements
like the income statement, balance sheet, and cash flow statement.

**GAAP (Generally Accepted Accounting Principles):** GAAP is a set of accounting standards and guidelines
used in the United States to ensure consistency and transparency in financial reporting. Companies must
adhere to GAAP when preparing their financial statements.

**|FRS (International Financial Reporting Standards):** IFRS is a set of global accounting standards
developed by the International Accounting Standards Board (IASB). Many countries around the world use
IFRS to improve the comparability and transparency of financial reporting.

**Financial Statements:** Financial statements are formal records that provide an overview of a company's
financial performance and position. The main types of financial statements include the income statement,
balance sheet, and cash flow statement.

**Income Statement:** The income statement, also known as the profit and loss statement, shows a
company's revenues, expenses, and net income over a specific period. It helps assess profitability and
performance.

**Balance Sheet:** The balance sheet provides a snapshot of a company's assets, liabilities, and
shareholders' equity at a particular point in time. It illustrates the company's financial position and liquidity.

**Cash Flow Statement:** The cash flow statement details the inflows and outflows of cash and cash
equivalents during a specific period. It helps evaluate a company's ability to generate cash and meet its
financial obligations.

**Financial Ratios:** Financial ratios are quantitative indicators calculated from a company's financial
statements to assess its performance, profitability, liquidity, and solvency. Common ratios include the
current ratio, debt-to-equity ratio, and return on investment.

Read online: https://certificates.Isba.org.uk/guides/3108500/financial- London School of Business and Administration - 22 Jun 2026
analysis-and-reporting



5, LSBA

LONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

**Current Ratio:** The current ratio measures a company's ability to meet its short-term financial obligations
by comparing its current assets to current liabilities. A ratio above 1 indicates liquidity.

**Debt-to-Equity Ratio:** The debt-to-equity ratio assesses a company's financial leverage by comparing its
total debt to shareholders' equity. A lower ratio indicates less reliance on debt financing.

**Return on Investment (ROI):** ROl measures the profitability of an investment by comparing the gain or
loss relative to the initial investment. It helps investors evaluate the efficiency of their investments.

**Earnings Per Share (EPS):** EPS is a company's profit allocated to each outstanding share of common
stock. It is a key metric for investors to assess a company's profitability and growth potential.

**Operating Income:** Operating income, also known as operating profit, is the profit generated from a
company's core business operations before interest and taxes. It indicates the efficiency of the company's
operations.

**Net Income:** Net income, also called net profit or the bottom line, is the total profit after deducting all
expenses, taxes, and interest from revenues. It reflects the company's overall profitability.

**Cash Flow from Operations:** Cash flow from operations represents the cash generated or used by a
company's core business activities. It indicates the company's ability to generate cash internally.

**Financial Forecasting:** Financial forecasting involves predicting a company's future financial performance
based on historical data, market trends, and economic conditions. It helps in budgeting and planning for
future growth.

**Budgeting:** Budgeting is the process of creating a financial plan for a company's future activities and
operations. It sets financial goals, allocates resources, and monitors performance against targets.

**V/ariance Analysis:** Variance analysis compares actual financial results to budgeted or expected values to
identify discrepancies and understand the reasons behind them. It helps in performance evaluation and
decision-making.

**Cost of Goods Sold (COGS):** COGS represents the direct costs incurred in producing goods or services
sold by a company. It includes expenses like raw materials, labor, and overhead costs.

**Working Capital:** Working capital is the difference between a company's current assets and current
liabilities. It measures the company's short-term liquidity and ability to meet its operational needs.

**Financial Modeling:** Financial modeling involves creating mathematical representations of a company's
financial performance to make informed business decisions. It helps in forecasting, valuation, and risk
analysis.

**Valuation:** Valuation is the process of determining the economic value of a company, asset, or
investment. It helps investors assess the worth of an investment opportunity based on various factors.
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**Capital Budgeting:** Capital budgeting is the process of evaluating and selecting long-term investment
projects that align with a company's strategic goals. It involves analyzing cash flows, risks, and returns.

**Risk Management:** Risk management involves identifying, assessing, and mitigating risks that could
impact a company's financial performance. It aims to protect the company from potential losses.

**Sarbanes-Oxley Act (SOX):** The Sarbanes-Oxley Act is a U.S. law enacted to improve corporate
governance, financial reporting, and accountability in the wake of accounting scandals. It imposes strict
regulations on public companies.

**Internal Controls:** Internal controls are policies and procedures implemented by a company to safequard
assets, ensure accuracy in financial reporting, and comply with regulations. They help prevent fraud and
errors.

**Audit** An audit is an independent examination of a company's financial statements and accounting
records by a certified public accountant (CPA) to verify their accuracy and compliance with accounting
standards.

**Forensic Accounting:** Forensic accounting involves investigating financial data to uncover fraud,
embezzlement, or other financial crimes. Forensic accountants use accounting and investigative skills to
analyze financial records.

**Financial Statement Analysis:** Financial statement analysis is the process of reviewing and interpreting a
company's financial statements to assess its performance, profitability, and financial health. It helps
stakeholders make informed decisions.

**Leverage:** Leverage refers to using borrowed funds to increase the potential return on an investment.
While leverage can amplify gains, it also magnifies losses and increases risk.

**Hedging:** Hedging is a risk management strategy used to offset potential losses from adverse price
movements. Companies use derivatives like options and futures to hedge against market fluctuations.

**Mergers and Acquisitions (M&A):** M&A involve the consolidation of companies through various
transactions like mergers, acquisitions, or takeovers. It aims to achieve synergies, expand market share, or
diversify operations.

**Financial Distress:** Financial distress occurs when a company faces difficulty in meeting its financial
obligations due to declining revenues, high debt levels, or poor management. It may lead to bankruptcy or
restructuring.

**Corporate Governance:** Corporate governance refers to the system of rules, practices, and processes by
which a company is directed and controlled. It ensures transparency, accountability, and ethical behavior in
corporate decision-making.

**Dividend:** A dividend is a distribution of profits by a company to its shareholders as a return on their
investment. It can be in the form of cash, stock, or property.
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**Stakeholder:** A stakeholder is an individual or group with an interest or concern in a company's
activities, performance, or outcomes. Stakeholders can include investors, employees, customers, suppliers,
and the community.

**Financial Compliance:** Financial compliance involves adhering to laws, regulations, and accounting
standards in financial reporting and disclosure. Non-compliance can result in penalties, fines, or legal action.

**Financial Risk:** Financial risk refers to the possibility of financial loss or uncertainty in investment
decisions. It includes market risk, credit risk, liquidity risk, and operational risk.

**Ethical Standards:** Ethical standards are principles and values that guide ethical behavior in business and
finance. Adhering to ethical standards promotes trust, integrity, and accountability in financial practices.

**Corporate Social Responsibility (CSR):** CSR is a business approach that integrates social and
environmental concerns into company operations. It aims to contribute to sustainable development and
address societal issues.

**Sustainability Reporting:** Sustainability reporting involves disclosing a company's environmental, social,
and governance (ESG) performance to stakeholders. It highlights the company's commitment to
sustainability and responsible business practices.

**Big Data:** Big data refers to large volumes of data that are analyzed to uncover patterns, trends, and
insights. In financial analysis, big data analytics can provide valuable information for decision-making.

**Machine Learning:** Machine learning is a branch of artificial intelligence that uses algorithms to analyze
data, learn from patterns, and make predictions without explicit programming. It can enhance financial
analysis and forecasting.

**Blockchain:** Blockchain is a decentralized, distributed ledger technology used to record transactions
securely and transparently. It has the potential to revolutionize financial transactions, auditing, and data
security.

**Cryptocurrency:** Cryptocurrency is a digital or virtual currency that uses cryptography for security and
operates independently of central banks. Examples include Bitcoin, Ethereum, and Ripple.

**Initial Public Offering (IPO):** An IPO is the first sale of a company's stock to the public. It allows a
company to raise capital by issuing shares and becoming publicly traded on a stock exchange.

**Private Equity:** Private equity refers to investments in privately held companies or assets that are not
traded on public stock exchanges. Private equity firms provide capital in exchange for an ownership stake.

**\Venture Capital:** Venture capital is a type of private equity funding provided to startups or small
businesses with high growth potential. Venture capitalists invest in early-stage companies in exchange for
equity.

**Hedge Fund:** A hedge fund is an investment fund that pools capital from accredited investors and uses

Read online: https://certificates.Isba.org.uk/guides/3108500/financial- London School of Business and Administration - 22 Jun 2026
analysis-and-reporting



: %LSBA GUIDE

Y LONDONSCHOOL OF BUSINESS
AND ADMINISTRATION

various strategies to generate high returns. Hedge funds often use leverage and derivatives to maximize
profits.

**Derivatives:** Derivatives are financial instruments whose value is derived from an underlying asset, index,
or security. Common types of derivatives include futures, options, swaps, and forwards.

**Arbitrage:** Arbitrage is the practice of exploiting price differences in financial markets to make a profit
with little or no risk. Arbitrageurs buy and sell securities simultaneously to capitalize on price inefficiencies.

**Financial Innovation:** Financial innovation involves creating new products, services, or technologies to
improve efficiency, accessibility, or risk management in financial markets. Examples include fintech,
blockchain, and robo-advisors.

**Robo-Advisors:** Robo-advisors are automated investment platforms that use algorithms to provide
financial advice and manage portfolios. They offer low-cost, diversified investment options for individual
investors.

**Regulatory Compliance:** Regulatory compliance involves adhering to laws, rules, and regulations set by
government agencies or regulatory bodies. Companies must comply with financial regulations to avoid
legal penalties or sanctions.

**Financial Ethics:** Financial ethics are moral principles that guide ethical behavior in financial decision-
making. Upholding financial ethics ensures transparency, integrity, and trust in financial transactions.

**Financial Literacy:** Financial literacy is the knowledge and understanding of financial concepts, products,
and practices. It empowers individuals to make informed financial decisions and manage their money
effectively.

**Challenges in Financial Analysis:** Financial analysis faces challenges such as data accuracy, market
volatility, regulatory changes, and technological advancements. Overcoming these challenges requires
expertise, adaptability, and continuous learning.

**Real-World Applications:** Financial analysis and reporting have real-world applications in investment
banking, corporate finance, accounting, and consulting. Professionals in these fields use financial analysis to
make strategic decisions and drive business growth.

**Conclusion:** Mastering key terms and vocabulary in Financial Analysis and Reporting is essential for
success in the Advanced Certification in Global Business Finance and Accounting. Understanding these
concepts will equip you with the knowledge and skills to analyze financial data, prepare reports, and make
informed decisions in the dynamic world of finance. Stay updated on industry trends, regulations, and best
practices to excel in this competitive field.
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