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ABSTRACT
The study examines the "Impact of financial ratio analysis on investment decision in a multinational organization "A case study of Guinness Nigeria plc, Ikeja Lagos In today's growing business environment of Nigerian economy, many organizations in the business related industry have been noted for facing challenges on how to survive owing to the fact that there has been a drastic reduction in the investment plans of investors and other key interested parties in the industry. The reason for the above development is not far-fetched because those interested parties concerned with investment in companies were not provided with adequate information that will guide and assist them in choosing an appropriate investment decision. Management however are saddle with the responsibility of making available a company's financial data and details open to the general public in order to access them on their performance of the administrative of the company over the years, and to attract more investment opportunities that the company requires for growth and development. To this end, outsider not within the company will be able to carry out a thorough investigation on a company profitability level provided they are presented with an Annual report that will depict the financial statement of the company in detail. To develop aprogramme that will attract an investment desire among people towards companies in Nigeria which is an important factor for companies growth and development; effort should be directed by management in the helms of affair by ensuring that a proper financial ratio analysis is conducted to enable users of financial statement gain a better insight of the company and to help them in choosing a profitable investment option. Data generated from the sixty (60) respondents were analyzed through the use of percentage distribution and correctional chi-square analysis was adopted as the statistical technique for testing.
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CHAPTER ONE
INTRODUCTION

1.1 	BACKGROUND OF THE STUDY 
Business enterprises are in operation basically to provide goods and services which will satisfy the needs and desires of customers at a lower cost and in return will maximize their profit effectively on the services rendered by them. It is the responsibility of the management of a business enterprise to make sure that the activities being carried out by their enterprises are properly and documented. 
The recording of the business operation should be prepared in monetary term in a manner that the various interested party to the company's financial statement will have the opportunities to determine whether the business is performing well in its functions or otherwise. The management is totally responsible for the" planning, organizing, coordinating as well as controlling and making corrective decision that seeks to the progress and advancement of the business organization. 
Decision making is a managerial function. It requires the assessment or analytical study of past, present operation future prospects and the probable outcome of decision which could be made. One important instrument which has helped business over the years in this area is the financial ratio analysis. 

Financial statement in order to gain insight into the financial position and performance of a business enterprise. It is the relationship between financial data in the financial statement to aid in the evaluation of the business strength and weaknesses. It also provide us with information that is useful for investment decisions such as "should we acquire ABC corporation or otherwise? It encompasses a variety of accounting ratios that reflect on a particular events, results or existing conditions. 
The financial statement is an accounting statement showing the profit and loss account of a business firm for a particular year, also the balance sheet, showing the financial position of the company. Various users include specific interest and needs. 
The users include the following bodies such as; the management, shareholders, creditors, government employees, customers, financial analysts and advisers as well as competitors. It is from this statement drawn their conclusion the company's performance, its managerial ability and competence as well as the future prospect of the business under consideration. 
Investment decision is the allocation of a firms capital finds to investment proposal to yield future benefit that will meet up the expectation of all investors in a company. 
This research work therefore, intends to find out the impact of financial ratio analysis on investment decision in a multinational organization, using GUINNESS NIGERIA PIc located in Ikeja as a case study. 

1.2 	STATEMENT OF THE PROBLEM 
Investment decision is one of the most critical and crucial decision of an organization. It is a very important decision for the growth and survival of most organization in Nigeria. 
The problem of this research study shall centers on the reason why business fail to prosper in the function. (i.e. achieving their objective of profit making) enterprises fails to achieve their targeted goals due to wrong choice of investment decision taken which may result from the followings: 
1. Inadequate fact data or information about the project being under taken. 
2. The wrongly analysis of the technique use for company's evaluation and performance. 
3. Insufficient availability of investment analyst and expert that can give "advice on what, where and how to invest one's resources. 
4.	Difficult to decide on a proper basis for comparison because organization ratio have meaning only when they are compared with some standards. 
5.	There is inherent assumption that the historical data used for ratio analysis are inviolate fixed and applicable under all situations, however the dynamic of political and economic factors may prove such data as out of date". 

1.3 	PURPOSE OF THESTUDY 
The general purpose of this study is to examine and analysis the impact of financial ratio analysis on investment decision in a multinational organization (GUINNESS NIGERIA PLC). These are: 
1. To examine the commitment of resources with the expectation of realizing future benefit over a reasonable long period in the future. 
2. To determine how matters relating to dividend policy affect the organization stability. 
3. To examine how Investment decision affect the future profitability either by way of increase in revenue or cause an increase in efficiency and reduction in cost. 
4.	To examine" the factors that determines the growth and survival of the organization over-time 
5.	To make recommendation to the management, shareholders and investors on how to execute their investment plans. 

1.4 	RESEARCH QUESTIONS 
The research question covers all aspects of the study and shall be used to drawn valuable information on the impact of financial ratio analysis on investment decision. 
The questions will include: - 
a. How will the commitment of present resources be able to realize the future benefit in a reasonable long period? 
b. How will matters relating to divided policy in your organization affect its stability? 
c. How will Investment decision affect the future profitability by way of increase in revenue or increase in efficiency and cost reduction? 
d. How will the factors that determine the growth and survival of your organization over a time can be examined? 
e. How will the Investment plans In relation to management, shareholder and investors recommendation can be executed? 

1.5 	RESEARCH HYPOTHESIS 
HYPOTHESIS 1 
Ho: Commitment of resources does not lead to realization of company's objectives. 
Hi:	Commitment of resources lead to realization of company's objectives. 
HYPOTHESIS 2 
Ho:	Investment decision does not affect the future profitability and cost reduction. 
Hi:	Investment decision affects the future profitability level, efficiency and cost reduction 

1.6 	SIGNIFICANCE OF THE STUDY 
The research study is being conducted with the primary aim to provide useful information to the GUINNESS NIGERIA PLC under study in particular and to other company on matters relating to investment. 
The study also attempt to provide valuable information to management concerning their internal control, profitability and efficient of management of assets. It also aims to provide sufficient information to shareholder on a company's profitability's stability and potential for growth. 
The study attempt to provide good information to creditors on the ability of a firm to pay interest and repay the principal sum on a due date. 
It will also benefit the government by supplying them information on a business profit made by a company in order to assess tax liabilities and other information concerning a business enterprise. 

1.7 	SCOPE AND LIMITATIONS OF THE STUDY 
This work endeavour to examine critically what exactly is meant' by any financial ratio analysis, its implication and how it can be used by the management on Investment decisions. It shall also make an insight on the accounting ratios in the interpretation of financial statements and reports to social statements and report to see how it would be useful to the useful to the users. It also centers on GUINNESS NIGERIA PLC. 
However, time constraint to and financial impediment on this research work has led to inability of covering numbers of organization. 

1.8 PLAN OF THE STUDY 
The study is made up of five chapters. 
Chapter one is the General introduction of the study, while chapter Two is the Literature review. Chapter three is made up of Research methodology while Chapter four is Data Analysis and interpretation. Lastly, Chapter five is the summary of findings, conclusion and recommendations. 

1.9 OPERATIONAL DEFINITION OF TERMS 
i. Liquidity Ratio: These are ratio that reflects the ability of a firm to meet its short-term obligation using assets that are most readily converted into cash. 
ii. 	Long Term Solvency and Stability Ration: These are ratios concerned with the ability of a company to meet its long-term obligation. 
iii. 	Profitability and Efficiency Ratio: These are ratios concerned with relative profitability and efficiency of utilization of resources of a business. 
iv. 	Investor I Stock Market Ratio: These are ratio used in the stock exchange to enable them compare alternative investment. 























CHAPTER TWO
LITERATURE REVIEW

2.1 	INTRODUCTION 
The term financial ratios IS used to describe significant relationship which exist between figures shown on a balance sheet in a profit and loss account, in a budgetary control system or in any other part of the accounting organization. These ratios may serve many purposes. They can assist management in its basic functions such as forecasting, planning, co-coordinating, controlling and communicating. 
Properly used they can improve efficiency and therefore profit. As it can be observed, many writers over the years have recognized the impact of financial ratio analysis on investment decision. This fact is noticeable in many theoretical works and academic exercise that have been carried out by authors, writers and researchers in this respect in areas like financial accounting, financial management, auditing and the likes. 
Infact, financial ratio analysis borders on all aspect of economic life where an investment decision has to be made either on a long term or short-term basis. The viewers of some writers shall be viewed and how their work have affected or contributed to the course of this study. 

2.2 THEORETICAL FRAMEWORK OF RATIO ANALYSIS 
To make rational decision toward achieving the objectives of any organization it is advisable for the financial management to have at his disposal certain analytical tools, which he will use in the evaluation of his decision. One of such tools is the financial ratio analysis. 
According to Remi R. Bakare (1999). Registrar and Chief Executive, Chartered Institute of Stock brokers, who defined financial ratio merely as a means of presenting information in the form of a ratio or percentage in order to measure the strength and weakness of a company's financial position. He further stated that ratios are of use to both trained and untrained financial minds, since they assess in a simplified form their trading results and financial condition of the company as shown by the financial statement. 
He also pointed out that financial ratios are only of value if they are used as a basis of comparison either internally with the company results of previous periods or externally with the results of other companies in similar industries. 
Abass A. Shiro (2004) wrote that Ratio is a mathematical concept that expresses relationship between two figures. The concept of ratio has been established to be a very important tool in analyzing and interpreting financial information. 
Financial ratio analysis is defined as the relationship between financial data in the financial statement to aid in evaluating the financial condition and performances of a company or business organization. 
Olowe R. A. (1997), in his own description said that a financial ratio is the relationship between two pieces of financial data. He went further saying that the financial ratio arrived at are the product derived from the financial data in the balance sheet and profit and loss account, to enable users of financial statement gain insight into better understanding of the financial statement. 
Ifarajimi G.D (1998), wrote that ratio can be define as relationship between figures. He explained that the figures appearing in a set ~of accounts convey a lot of information in terms of their absolute amounts. Therefore the relationship between one figure and another can be a great deal more useful. 
Batty J. (1974) stated that financial ratio is used to describe significant relationship, which exist between figures shown on a company's financial records. He explained that there is no doubt that ratios can be an invaluable aid to management and other who are interested in analyzing the operations and the state of affairs of a business. 
William. F. Shape and others (1995) wrote that ratio analysis is a technique commonly employed by analysts in examining a company's financial statement. He expresses that standing alone, the values of various financial statement items are difficult to interpret. They are considered relative to one another. 
Fred Weston J. and Eugene .F. Brigham (1979) described that ratio analysis IS an essential tool employed In the understanding of a company financial statement report. They further said through ratio analysis technique, company management are assisted in their planning program and as well as enabling them to know their strengths and weaknesses. 
Ifarajimi .G.D (1998) contended that ratio analysis is an important tool in the performance evaluation of company's operation, however, warned against to glib an interpretation of ratios. He went further stressing that no give value can automatically be regarded as good or bad figure should be related to the type of business, which is being carried out, and to the accounting process which have produced the figures. 

2.3 	AN OVERVIEW OF FINANCIAL STATEMENT 
According to Olowe .R.A. (1997) the financial statement of a firm should consists of three main accounts. 
1.	The balance sheet 
2.	The profit and loss account 
3.	The cash flow statement 
The balance sheet shows the financial position of a firm at aparticular date the profit and loss account shows the result of operation over a particular accounting period. The cash inflow statement provides information about cash inflows and outflows during an accounting period and segregate cash flows by: 
1.	Operating activities 
2.	Investing activities 
3.	Financing activities 
The main final accounts of any business are the balance sheet and profit and loss account. The cash flow statement is including in a financial statement just to provide additional information that will help users of financial statements. 

2.4 	THE USERS OF FINANCIAL STATEMENT 
According to Olowe R. A. (1997) stated that there are various interest groups in a firm and each of them are interested in financial statement of the firm. He pointed out that the interest groups all undertake financial statement of the firm. He pointed out that the interest groups all undertake financial ratio analysis that varies according to their specific interest. He then gave a list of the users of financial statement and their interest, which is given below. 
a. Management:They are concerned with internal control profitability of company, and efficiency of management of assets. They are interest in all aspects of financial ratio analysis that all outside investors used in evaluating the firm to bargain effectively for more funds. 
b. Shareholders:They are interested in the company's profitability, stability/potential for growth and dividend policy.
c. Creditors: (long-term and short term):they are interested in the ability of the business to pay interest and repay the principal sum as at when due. 
d. Financial Analysts and advisers:Members of this group are interested to advice their audience that can be any of the other interest groups. For instance, stockholders are interested in the information on profitability and prospects of capital growths to advice investors and potential investors. 
e. The Government:The government is interested in business profit to access tax liabilities and may also be interested in other information, e.g. statistics on employment and wage levels. 
f. Labour/Employees: They are interested in the long term stability of the company, on which their jobs depend and on the company's ability to meet wage demands. 
g. Customers: Members of this group are interested in the ability of the company to maintain supplies. 
h. Competitors: They are interested in comparative performance of a business. 

2.5 	COMPARISON OF RATIO 
It has been noted that ratios are particularly useful for the purpose of comparing performance from year to year, and the performance of different companies given the aggregate figures are always of differing orders of magnitude. 
A single ratio in itself does not indicate a favourable or unfavourable condition. To evaluate a ratio, therefore it must be compared with some standard that represent an optimum or desired level. 
According to Olowe R. A. (1997) stated that there are three (3) types of comparisons they are as follows: 
1. Trend Analysis: These types of comparison involve comparing the present ratio with the past and expected future ratios for the same company. This will enable an analyst to detect whether there has been an improvement of the business overtime. 
2. Cross Sectional Analysis: This involves companyingratios with ratios of similar firm. This comparison will give an insight into the relative financial condition and performance of the firm. 
3. Industrial Average I External Analysis: This involves comparing ratios with industry average at the same points in time this comparison will also give an insight into the relative financial condition and performance of the firm. 

2.6 	TYPES OF RATIOS 
According to Olowe R. A. (1997) financial ratios can be grouped into four types. These are as follows: 
i. Liquidity Ratios: These group of ratio measures the short-run ability of the company to meet or pay its sort term obligation as they fall due. 
ii. 	Activity Ratios: These groups of ratio measure how effectively the company utilizes its assets employed in running its day to day activities. 
iii. 	Profitability Ratios: It measures the degree of success or failure of a given company for a given period of time. The profitability ratios compare components of income with sales. They gives us an idea of what makes up a firm's income and are usually expressed a portion of each naira of sales. This ratio is designed to evaluate the firm's operational performance. 
iv. 	Leverage Ratios: These ratios measure the degree of protection for long -term creditors. That is, the firm’s ability to meet both the principal and interest payments on long-term obligation. 
The above four major types of ratio can be further be broken into subdivision. 
These are:- 
a. Liquidity Ratios: 
i. Current Ratio: Is the ratio current assets to current liabilities; it indicates a firm's ability to satisfy its current liabilities with its current assets. 
ii. 	Quick Ratio I Acid - Test Ratio: Is the ratio of quick assets (generally current asset less inventory to current liabilities) It indicates a firm's ability to satisfy current liabilities with its most liquid assets. 
iii. 	Networking Capital to Sales Ratio: Is the ratio of networking capital (Current assets minus current liabilities to sales. It indicates a firm's liquid assets (after meeting short term obligations) relative to its need for liquidity (represented by sales) 

b. Activity Ratios: 
I. Account Receivable Turnover: Is the ratio of net credit sales to account receivable. Thus ratio indicates how many times in the period credit sales have been created and collected on. 
ii. 	Inventory Turnover: Is the ratio of cost of goods sold to inventory is created and solid during the period. 
iii.	Total Asset Turnover: Is the ratio of sales to fixed assets. This ratio indicated the ability of the firm’s management to put the fixed assets to work to generate sales. 

C. Profitability Ratios: 
i. Gross Profit Margin: Is the ratio of gross profit to sales. 
It indicates how much of every naira of sales is left after cost of goods sold. 
ii	Operating Profit Margin: Is the ratio of operating profit (Aka EBIT, Operating income before Interest and tax) to sales. It indicates how much of each naira of sales is left over after operating expenses. 
iii. 	Net Profit Margin: is the ratio of net income (Aka net profit) to sales. It indicates how much of each naira of sales is left over after all expenses. 
iv. 	Return on Assets: is the ratio on net Income to total assets. 
v. Return on Equity: Is the ratio of net income to stockholder equity. 
D. Leverage Ratios: 
i. Debt to Equity Ratio: Is the ratio of debt to shareholders equity. It indicates the relative uses of debt and equity as sources of capital to finance the firm's assets, evaluated using book values of the capital resources. 
ii. 	Today Debt to Assets Ratio: Is the ratio of total debt to total assets. It indicates the proportion of assets that are financed with debt (both short and long term). 
iii. 	Interest Coverage Ratio: Is the ratio of earnings before interest and taxes divided by interest and taxes divided by interest expenses. This ratio indicates the firm's ability to satisfy interest Obligations on its debt. That is tell us how well the firm can cover the interest payment associated with debt. 
iv. 	Fixed Charge Coverage Ratio: Is the ratio of earnings before interest and taxes (EBIT) plus fixed charges (before tax) divided by the fixed charges. This ratio indicates a firm's ability to satisfy fixed financing expenses, such as interest and leases. 
v. Cash Flow Interest Coverage ratio: Is the ratio of cash flow operations before interest and taxes to interest. This ratio indicates the firm's ability to satisfy its financing obligations using the cash flow that it’s generate. 

2.7 	ANALYSIS OF THE VARIOUS TYPES OF RATIOS 
A more complete analysis requires the calculation of comparative ratios so that trends can be examined as well as the ratios themselves. The purpose, however is to perform an analysis showing how each ratio is calculated and function. The analysis follows no particular classification. 
a. 	Current Ratio: This ratio shows the extent to which claims of short term creditors are covered by assets that will be converted into cash within a year. The higher the ratio the greater the margin of safety for short-term creditors. It is a standard for measuring performance. The ratio is computed as: 
Current Ratio = Current Assets 
Current Liabilities 
The current ratio is valuable particularly as an indication of the ability of a concern firm to meet its current obligations. It gives an indication of a condition that is timely and valuable. 
b. 	Quick Ratio Acid - Test Ratio: it is important to know that not all current assets are readily convertible into cash to pay dents. For instance, prepaid expenses are not converted to cash but instead are used in operations. The ratio is a more accurate guide to liquidity. It shows that extents to which cash and those assets most readily convertible to cash can meet the demands of short term creditors. The higher the ratio the greater the margin of safety for short-term creditors. 
A ratio of at least 1: 1 is normally considered appropriate in many companies to satisfy current obligations. To test thecompany's immediately ability to meet its current obligation, the quick ratio is comparison as follows: 
Quick Ratio = Current Assets - Stock 
Current Liabilities 
One must be aware of such general rules since they do not apply to all situations. A more significant evaluation is obtained by comparing the current ratio and quick operates or the type of credit term it granted and receive may require more or less liquid positions. 
c. 	Stock Turnover: This is the rapidly with which a business turns over its stock through sales. The ratio iscalculated as follows. 
Stock turnover / Inventory turnover = Cost of Goods sold 
Average Stock
Where average stock =1/2(Opening stock plus closing stock) The higher the stock turnover the more efficient the inventor management of a firm. A high stock turn over could be result of a low level of inventory and frequent stock-outs or too many small orders for inventory replacement or selling of products at low prices. 
A high stock turnover might also suggest that the firm is in a customer's goods industry. On the other hand, a low stock turnover scene of some stock or selling of products at high prices. 
d. 	Return on Assets (ROA) 
Financial management relates to how funds are obtained to finance the acquisition of assets, while operational management is concerned with acquired. The proper discharge of both financing and operating responsibility is expected of a well-run company. Income is earned by using assets productive. The more efficiently assets are used the more profitable the business. 
The return on assets IS a measure that evaluates the firms return or net Income relative to the asset base used to generate the income. 
The ratio is calculated as follows: 
Return on Assets = Net Income x 100
Total Asset 1 
The higher the return on assets for business the better for the organization as a whole on how they utilize their assets efficiently and effectively. The return on asset measure is particularly good for evaluating division managers. It focuses on how well they utilize the asset entrusted to them. 
e. 	Return on Shareholders’ Equity (RSE) 
This ratio is defined as net income after interest, taxes and preference dividend, divided by average common stockholder’s equity. 
RSE = Net Income after preference dividend 
Average common Stockholders’ equity 
It indicates how well the company is doing with the investment contributed by its owners. 
f. 	Prince Earning Ratio (P. E. R) 
This is defined as the ratio of the market price of ordinary share to its earnings per share. 
P / E Ratio = Market Price of Share 
Earnings Per share 
The ratio represents the number of year's purchase of current year profits. This ratio is now widely used by investors because of the interest shown in the earnings made by business undertaking rather than in their actual distributions. 
g. 	Earnings per Share (EPS): 
This is the amount of income earned during a period per share of common stock. It is widely used indication of the performance of a business enterprise. It IS one of the most important indicator of profitability because it can easily be compared to previous E, P, and S Figures and to the E. P. S figures of their firm's profit earned from the basis of wealth of the shareholders it can be calculated as follows 
Earnings Per share = Earnings after Tax 
Number of Ordinary Shares in Issues 
The numerator of the net profit after interest, taxes and preference dividends while the denominator represents the number of ordinary shares or that role in practical investment analysis. This is because it could be used as a basis for predicting dividends growth and future market values of ordinary shares. Indeed, managers often define their policy goals in term of the Earning per shares. 
h. 	Dividend Payout Ratio (D. E. R): This is the ratio of cash dividends paid to earrings for a period. We often describe a company's dividend policy in terms of either its dividend per share or its dividend payout ratio. Some company's dividends appear to follow a pattern of constant or constantly growing dividend per share. Some companies divided appear to be a constant percentage of earnings. This ratio can be calculated as 
Dividend Payout Ratio = Total Dividend 
Total Income 

i. 	Dividends Yield Ratio (D.Y. R):This represents the annual cash return to the shareholder for the current value of this investment. Investors often buy common stock in order to earn dividends income. The dividend yield is one measure of rate of return on the investor's stock investment. 
I t can be calculated as follow: 
Dividend Yield Ratio =Dividend Per share x 	100
Market Price per share 	1 
Lot of companies try to maintain a suitable stable dividend and increase the divided where ever possible so that investorscan depend on receiving a steady income from their shareholding. Some companies on the other hand, pay little or no dividend since they attempt to grow by retaining and reinvesting their earnings. 
Investors buy the stock of such companies for their growth rather for their dividend yield. 

j. 	Time Interest Earned (TIE) 
This is also known as interest coverage ratio. It is the ratio of earnings before interest and taxes divide by interest expenses. This ratio indicates the firm's ability to satisfy interest obligations on its debt. That is it tell us how well the firm can cover the interest payment associated with debt. 
If earnings before interest and taxes are divided by interest expenses, the result is the indication of how many times the interest has been earned. It is a sort of measure used to know the ability of a company to provide protection for its long term creditors. This ratio can be calculated as follow: 
Time Interest Earning = Net Income Before Tax + Interest expo Interest Expenses 

k. 	Debt - Equity Ratio (D. E. R) 
This is the ratio of debt to shareholders equity. It indicates the uses of debt and equity as sources of capital to finance the firm's assets, evaluated using book values of the capital sources. It is clearly know that the assets of a company are provided by both the owners and creditors. The larger the proportion provided by the owners the less risk is assumed by creditors. 
Liabilities expresses as a percentage of owners’ equity indicates how much capital is provided by creditor relative to that provided by owners. If the ratio is 1, each group provides an equal amount of capital. As the ratio increases above 1, the amount of risk assumed by creditors increases, since the ratio indicates decreasing solvency. The ratio is calculated as follow: 
Debt - Equity Ratio = 	Total Liabilities 
Shareholders’ equity 
The lower the ratio, the higher the amount of assets being provided by residual owners and the greater the cushion of protection afforded to the creditors. 

L. 	Gearing Ratio: 
This is the relationship between fixed interest capital (i.e interest hearing long term loans plus fixed dividend bearing shares) and ordinary share holder's funds. 
I t is calculated as 
Gearing Ratio = Fixed Interest loans + Pref. Share Capital 
Ordinary Share Funds 
The ratio shows the degree of vulnerability of earrings available for ordinary shareholders. The objectives of companies are to obtain favourable gearing. This implies that the business raises funds at a relatively low fixed servicing cost and uses these funds to earn a much higher return than their serving cost.
Gearing ratios also show the degree of financial risk by company is exposed to. It is this used by loan creditors in deciding whether or not to extent further loans to a company. A high gearing shows high financial risk. A gearing greater than 0.6: 1 is said to be relatively high and below 0.6: 1 to be relatively low. 

2.8 	SIGNIFICANCE OF RATIO 
According to Akeju J. B. (1998) ratio analysis is the most powerful tools of the financial analysts. Many diverse groups of people are interested in analyzing the financial information to indicate the operating efficiency and various aspects of the firm's financial position. 
These people use ratios to determine a particular financial characteristics of the firm in which they are interested, with the help of ratio one can determine; 
i.	The ability of the firm to meet its current obligation. 
ii.	The extent to which the firm has used its long term solvency by borrowing funds. 
iii.	The overall operating efficiency and performance of the firm. 
iv.  	In some cases a ratio can act as a useful means of communication of information which may be difficult to assimilate in another form. 
Because a ratio expressed a relationship, it can be used for purposes of comparison between different firms and between different time periods for the same firm. Ratios are used to checks that an aspect relationship between two figures exists. Once a pattern has been established for a company as to the different ratios which occurs changes to the pattern will be revealed and can be linked to changes in the profitability of the business. 
Ratios reduce the area over which subjective judgment will be exercised and thus aid financial analysts and investment decisions makers in making a wise and sound decisions. 

2.9 	OBJECTIVE OF FINANCIAL RATIOS 
Financial Ratios are completed for the sole rum to assist in providing useful information that will help and guide the different group users of financial statement in their decision making process. Financial ratios serve as an indicator of a company, past performance and near present financial conduct. Provision of key ratios over a period of time can enable a decision maker to construct a pattern of a company's behaviors and conditions, which he will incorporate into his decision, model by formulating predictions of future dividends and so forth by making use of such as pattern. 
The aim of this research is concerned with the investment decision making of GUINESS NIGERIA PLC. The main financial ratio users of the company appear to be the existing and potential shareholders, lenders and creditors. The information needed of each of these groups have been considered earlier in this chapter. 

2.10 	LIMITATION OF RATIO ANALYSIS 
According to Olowe R. A (1997), the following are the limitation of ratio analysis. 
1. It may be difficult for an outsider to carry out detailed ratio analysis. This is due to the fact that the information available to the outsiders is limited to those in the annual report and accounts. 
2. It may be difficult in obtaining a suitable yardstick for Comparison for the following reasons. 
a. Many large companies operate a number of different divisions in different divisions in different industries. These make it difficult to develop a meaningful set of industry average for comparison purposes. 
b. Even for those companies operating in one industry, deciding the proper basis for comparison is difficult, Usually it is recommenced that ratio should be compare with the industry averages. However, the industry averages are not easily available. 
c. In carrying out trends analysis 1.e comparison for the same businesses over time problems that we could encounter include. 
· Accounts prepared under the historical cost convention have ignored the rates of inflation making unrealistic depreciation rates and this asset figures. The resulting ratios will be of limited value. 
· Changes in the nature of the business form one accounting period to the other. 
· Changes in government incentive package etc. 
· When undertaking cross sectional analysis (comparison with other companies) identifying companies that are comparable for the following reasons may be difficult. 
· The compares may have different degree of diversification. 
· The companies may have different financial policies. 
· The companies may have different accounting policies. 
· The companies may have different production policies. 

3. The ratio calculated at a point of time is less informative and defective as they suffer sort-term changes. Thus they are of little value in predicating future results and by the time they have been calculated it is too late for any action to be taken. 
Despite the criticisms discussed so far, ratios afford a means of comparing incomparable absolute figures. 

2.11	COPING WITH PROBLEM ENCOUNTERED IN THE FINANCIAL STATEMENT ANALYSIS 
To cope with some of the problem encountered in the financial statement analysis, the following considerations should be used in the analysis of financial statement. 
1. Need for comparativedata: Analysts should ensure that their comparator are valid, especially when items of different periods and different companies are being compared, so effort should be made by financial account to achieve comparability of financial statement. 
2. Consideration of influence of external factors: Factors and conditions not disclosed by financial statements affecting their interpretation should be considered during financial statement analysis. Such factors and conditions may include the following 
a. A new product night have been unexpectedly introduced to the market, compelling a particular company to sell below the price. 
b. General business condition within the business or industry understudy should be analyzed. 
Thus financial statement helps to explain the current industrial or general economic trend, market or risk associated with prospective investment. 
c. Impact of inflation:This can be coped with by making sure that terms being compared are comparable in form of purchasing power at the time when financial statements are prepared. 
3. Need of Standard of comparison: Financial statement evaluation should be carried out which full knowledge and awareness of the standard for comparison. This standard could be an industrial standard for comparison by industry. Therefore, financial statement evaluation should be with full knowledge of industrial characteristics. 

2.12	RELATIONSHIP BETWEEN INFLATION, FINANCIAL	 RATIOS AND THE FINANCIAL STATEMENT 
One of the basic principles of accounting is the assumption that financial statement data are measured by money (in naira) with an unchanging value over time. This assumption does not hold in period when inflation is making the money to lose its purchasing power at the rate of saying 90/0 (more or less) per year. 
During severe inflation, financial statements which are prepared in terms of historical costs do not reflect fully the economics resources or the real income. The problem of adjusting financial statements to take into account the changes in value of the money was studied for a number of years before the Financial Accounting Standard Board (F. A. S. B) issued an authoritative pronouncement in September 1979 outlining the procedure that large corporation should follow. 
Financial analyst should therefore attempt to evaluate the impact of inflation on the financial positions and operating result raise such questions as how much of the net income can be attributed to the increase in general price levels? 
Is the company gaining or losing from inflation because of the composition of its asset, and should its liabilities be liquidated with cheaper naira? e.t.c. 
The effect of inflation may differ from one entity to another. In ratio analysis, it is important to realise that inflation forces may mask the result. These are part of external factor over which management has little control. 

2.13 	SUMMARY OF LITERATURE REVIEW 
There is no doubt that ratio can be an invaluable aid to management and other who are interested in analysing the operations and the state of affairs of a business, Absolute figures may be misleading unless compared one with another, ratio provide the means of showing the interrelationship which exists. 
In addition ratios enable most data to be summarised and simplified. Perhaps one of the most important by products is the systematic analysis which comes through developing system of ratios. 
All the literature review share more or less similar views on classification of financial ratios and their uses. The review has been limited to certain areas within the scope of this study. 
The chapter shows the different kinds of ratios and other users, the objectives, significance, limitations of the ratios and finally what could be the effect of inflation. 
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 	INTRODUCTION 
The term "methodology" describes all the activities involved in the collection of all the necessary information required for the research project of the method that will be used for collecting data required in carrying out this research work. It explains the procedures that will be followed and the instrument to be used in collecting the data. 

3.2 RESTATEMENT OF THE RESEARCH QUESTIONS The research questions are restated as follows: 
1. How will the commitment of present resources be able to realize the future benefit in a reasonable long period? 
2. How will matters relating to dividend policy in your organization affect its stability? 
3. Can investment decision affect the future profitability by way of increase in revenue or increase in efficiency and cost reduction? 
4. Does the factors that determine the growth and survival of your organization overtime be examined? 
5. How will the investment plans in relation to management, shareholders and investors recommendations be executed? 

3.3 	RESEARCH HYPOTHESIS 
The research will be tested on the following hypothesis. 
(Ho):	The commitment of resources does not lead to realization of company's objectives. 
(HI):	The commitment of resources leads to realization of company's objective. 
[Ho]:	Investment decision does not affect the future profitability level and cost reduction. 
(H2):	Investment decision affects the future profitability level, efficiency and cost reduction. 

3.4 	RESEARCH DESIGN 
Considering the knowledge and experience of the researcher concerning this project work. The survey design method shall be employed. The method was adopted in order to minimize the problems associated with the collection of data and to ensure that results from the study were reliable as expected since the entire population cannot be included in the study. 
Appropriate statistical techniques were utilized in order to carry out the objectives of this study. The response rates is survey research, given the census nature of this study nonresponse error did not appear to be a concern. 

3.5 	DATA COLLECTION METHOD 
In this study, both primary and secondary data are used for the purpose of obtaining the appropriate information. 
Primary Sources 
This focused on questionnaire being the major source of obtaining information on the study. 
Secondary Sources 
This involves the use of relevant textbooks, journals newspapers and other related materials. 

3.6 	POPULATION OF STUDY 
Population means the total number of people, units, objectives, events, elements and animals etc whose characters are being studied. However, population in this study comprises of eighty (80) respondents of the company used as case study. 

3.7 	SAMPLE DESIGN 
Probability sample technique (simple random sampling) was used for the study in order to ensure equal chance of selection of each member of the studied population with basic for randomization. 

3.8 	METHOD OF DATA ANALYSIS 
Once the administered questionnaire has been retrieved, the next stage is the analytical procedure. A master data sheet will be prepared and it will supply information for the analysis of data. 
However, the research question shall be analysed via simple percentage while using chi-square correctional analysis to test the hypothesis. 

3.9 	DESCRIPTION OF QUESTIONNAIRE 
The data collection instrument used was questionnaire which was divided into two (2) main parts. 
SECTION A: This comprises of questions relating to the respondent's biographical data, which includes Name, Sex, Age, Marital Status and Educational background. 
SECTION B: This comprises of questions relating to both dependent and independent variables. 












CHAPTER FOUR
ANALYSIS AND PRESENTATION OF DATA

4.1 	INTRODUCTION 
This chapter dealt with the presentation and analysis of data collected for the researcher project. It must be noted that out of eighty (80) questionnaires distributed, sixty (60) were effectively filled and returned. 

4.2 ANALYSIS OF RESPONDENTS BIO DATA 
Table 4.2.1: Sex 
	Sex 
	Code 
	Frequency 
	Percentage 

	Male 
	1 
	40 
	67 

	Female 
	2 
	20 
	33 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY
The analysis shows that forty (40) respondents are male while twenty (20) respondents are female representing 67%and 33%respectively. Thus, it can be concluded that, the number of male respondents outwit female respondents. 





Table 4.2.2: Age Distribution 
	Age 
	Code 
	Frequency 
	Percentage 

	20-30 
	1 
	26 
	43.3 

	31- 40 
	2 
	20 
	33.3 

	41 and above 
	3 
	14 
	23.3 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY
From the table above, the analysis indicates age bracket (26) respondents are within the age bracket (20- 30) 20 respondents are between (31- 40) yrs of age while 14 respondents are 41yrs and above representing 43.3%, 33.3% and 23.3% respectively. This, it can be concluded that the age distribution of twenty -thirty (20- 30) outwit other age range. 

Table 4.2.3: Marital Status 
	Status 
	Code 
	Frequency 
	Percentage 

	Married 
	1 
	33 
	55 

	Single 
	2 
	27 
	45 

	Total 
	
	60 
	100 


SOURCES: FIELD SURVEY
The analysis indicates that 33 respondents are married while 27 respondents are single representing 55% and 45%respectively, So, it can be deduced that number of married respondents outwit the numbers of single respondents 

Table 4.2.4: Management Level 
	Level 
	Code 
	Frequency 
	Percentage 

	Top Management 
	1 
	24 
	40 

	Middle Management 
	2 
	16 
	26.7 

	Lower Management 
	3 
	20 
	33.3 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The analysis shows that 40 respondents are top management level, 16 respondents are middle management level while 20 respondents are lower management level representing 40%, 26.7% and 33.3% respectively. Thus, it can be ascertained that, the top management level outwit the response of middle management and lower management level. 

Table 4.2.5: Years spent in organization 
	Years 
	Code 
	Frequency 
	Percentage 

	Below 10 
	1 
	16 
	26 

	11- 20 
	2 
	10 
	17 

	21- 30 
	3 
	10 
	17 

	31 above 
	4 
	24 
	40 


SOURCES:FIELD SURVEY 
The analysis reveals that 16 respondents spent below 10yrs, ten (10) respondents spent between 11- 20yrs. 10years respondents spent between 21- 30yrs 21yrs while 24 respondents spent above 31 year above. Representing 26%, 17%, 17% and 40% respectively. So, it can be concluded that thirty one years above outwit other years. 

Table 4.2.6: Education, Qualification background 
	Qualification 
	Code 
	Frequency 
	Percentage 

	WAEC/ GCE 
	1 
	4 
	6.7 

	NO/NCE 
	2 
	9 
	15 

	HNO/B.SC 
	3 
	18 
	30 

	MA/MSC/MBA 
	4 
	27 
	45 

	Professors/Others 
	5 
	2 
	3.3 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
From the analysis above, it can be seen that 4 respondents were WAEC/GCE, 9 respondents are NO/NCE, 18 respondents are HND /B.Sc. 27 respondents are MA/MSc./MBA. While Professor / others are 2 respondents, representing 6.7%, 15%, 30%, 45%, 3.3%respectively. Thus, it can be deduced that MA/MSc/MBA outwit other qualification. 



4.3 ANALYSIS OF RESPONDENTS RESPONSES 
Question One: Liquidity ratio measures the ability of the firm to meet its obligation 
Table 4.3.1
	Responses 
	Code 
	Frequency 
	Percentage 

	
	
	
	(0/0) 

	Strongly Agree 
	5 
	34 
	57 

	Agreed 
	4 
	21 
	35 

	Undecided 
	3 
	5 
	8 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES: FIELD SURVEY 
The question was designed to determine the ability of firm's liquidity to meet its obligation. The analysis reveals that 34 respondents strongly agreed, 21 respondents agreed, while 5 respondents were undecided, representing 57%, 35% and 8%respectively. Thus it can be concluded that liquidity ratio measures the ability of firm to meet its obligation.






Question Two: Historical data prvodi4es basis Cor future prediction 
Table 4.3.2
	Responses 
	Code 
	Frequency 
	Percentage(%)

	Strongly Agree 
	5 
	33 
	55 

	Agreed 
	4 
	15 
	25 

	Undecided 
	3 
	12 
	20 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The question was structured to determine the historical data for future prediction. The analysis reveals that 33 respondents strongly agree, 15 respondents agreed, while 12 respondents were undecided representing 55%, 25% and 20% respectively. Thus, it can be concluded that historical data provides basis for future prediction.

Question Three: Publication of financial statement affect on investment decision of the user 
Table 4.3.3
	Responses 
	Code 
	Frequency 
	Percentage (%)

	Strongly Agree 
	5 
	15 
	25 

	Agreed 
	4 
	35 
	58 

	Undecided 
	3 
	10 
	17 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The question was designed to determine the impact of financial statement on investment decision. The analysis reveals that 15 respondents strongly agreed, 35 respondents agreed while 10 respondents were undecided representing 25%, 58% and 17% respectively. 

Question Four: Inability of a firm to meet its obligation is a sign of illiquidity 
Table 4.3.4
	Responses 
	Code 
	Frequency 
	Percentage (%)

	Strongly Agree 
	5 
	32 
	53 

	Agreed 
	4 
	25 
	42 

	Undecided 
	3 
	3 
	5 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES: FIELD SURVEY 
The question was designed to determine the sign of illiquidity of a firm. The analysis shows that 32 respondents strongly agreed, 25 respondents Agreed, while 3 respondents were undecided representing 53%, 42% and 5% respectively. So, it can be deduced that inability of a firm to meet its obligation is a sign of illiquidity. 


Question Five: Security of the shareholders be if the cost of production is more than the firm's return on investment 
Table 4.3.5
	Responses 
	Code 
	Frequency 
	Percentage (%)

	Strongly Agree 
	5 
	14 
	23 

	Agreed 
	4 
	34 
	57 

	Undecided 
	3 
	12 
	20 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The question is designed to secure the shareholders, if the cost of production is more than firm's return on investment. The analysis shows that 14 respondents strongly agreed, 34 respondents agreed, while 12 were undecided representing 23%. 57% and 20% respectively. It is concluded that, the security of the shareholder is threatened. 








Question Six: Commitment of resources leads to realization of organization objectives 
Table 4.3.6
	Responses 
	Code 
	Frequency 
	Percentage 

	Strongly Agree 
	5 
	45 
	75 

	Agreed 
	4 
	0 
	0 

	Undecided 
	3 
	15 
	25 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The question was designed to determine resources that leads to realization of organizational objective. The analysis reveals 45 respondents strongly agreed, 15 respondents agreed representing 75%, 25% respectively. Thus, it can be concluded that commitment of resources leads to realization of organization objectives. 









Question Seven: Financial ratio helps in discovering the strength, weakness of you're the company and discover causes attributable to it. 
Table 4.3 (7) 
	Responses 
	Code 
	Frequency 
	Percentage 

	Strongly Agree 
	5 
	48 
	80 

	Agreed 
	4 
	10 
	17 

	Undecided 
	3 
	2 
	3 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES:FIELD SURVEY 
The question was structured to determine impact of financial ratio in discovering the strength and weakness of the company. 
The analysis reveals that 48 respondents strongly agree, 10 respondents agreed, while 2 respondent were undecided representing 80%, 17% and 3%respectively. In conclusion, it is ascertained that," the financial ratio helps in the discovery of weakness and strength of a company. 






Question Eight: Financial ratio analysis has a significant impact on organization investment decision. 
Table 4.3 (8)
	Responses 
	Code 
	Frequency 
	Percentage 

	Strongly Agree 
	5 
	12 
	20 

	Agreed 
	4 
	32 
	53 

	Undecided 
	3 
	16 
	27 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagree 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCES: FIELD SURVEY 
The question was designed to determine the significant of financial ratio analysis and its impact on organizationin investment decision. The analysis indicates that 12 respondents strongly agree, 32 respondents agreed while 16 respondents were undecided representing 20%, 53% and 27% respectively. So, it can be decided that financial ratio analysis has a significant impact on organization investment decision. 






Question Nine: Computation of ratio serves as a management information for investment purposes. 
Table 4.3 (9) 
	Responses 
	Code 
	Frequency 
	Percentage 

	Strongly Agree 
	5 
	30 
	50 

	Agreed 
	4 
	27 
	45 

	Undecided 
	3 
	3 
	5 

	Disagreed 
	2 
	0 
	0 

	Strongly 
	1 
	0 
	0 

	Disagree 
	
	
	


Total 60100S0URCES:FIELD SURVEY 
The question was structured to determine ratio computation as an information for investment purposes. 
The analysis shows that 30 respondents strongly agreed, 27 respondents agreed while 3 respondents were undecided representing 50%, 45% and 5% respectively. 
Thus, it can be concluded that for investment purpose, computation of ratios for management information is crucial. 







Question Ten: Investment decision is significantly related to future profitability and cost reduction. 
Table 4.3 (10) 
Table Ten (10) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	36 
	60 

	Agreed 
	4 
	18 
	30 

	Undecided 
	3 
	6 
	10 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed 
	1 
	0 
	0 

	Total 
	
	60 
	100 


Source: Field Survey 
The question was designed to determine the significance future profitability and cost reduction on investment decision. The analysis reveals that 36 respondents strongly agreed, 18 respondents agreed, while 6 respondents were undecided representing 60%, 30% and 10% respectively. 







Question Eleven: financial ratio provides information for management control 
Table 4.3 (10) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	30 
	50 

	Agreed 
	4 
	29 
	48 

	Undecided 
	3 
	1 
	2 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


Source: Field Survey
The question was structured to determine the information for management control through financial ratio. The analysis indicates that 30 respondents strongly agreed, 29 respondents agreed and 1 respondents is undecided representing 50%, 48% and 2% respectively. 
So, it can be ascertained that financial ratio provides information for management control. 





Question Twelve: Increase in the cost of promotion affects the company's profit 
Table 4.3 (12) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	16
	27

	Agreed 
	4 
	30
	50

	Undecided 
	3 
	14
	23

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


S0URCES:FIELD SURVEY 
The question was designed to determine increase in the cost of promotion. The analysis shows that 16 respondents strongly agreed, 30 respondents agreed, while 14 respondents were undecided representing 27%, 50% and 23% respectively. This, it can be decided that increase in the cost of promotion affects the company's profit. 






Question Thirteen: Computation of financial ratio helps the investors to take appropriate investment decision Table 4.3 (13) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	32
	53

	Agreed 
	4 
	27
	45

	Undecided 
	3 
	1 
	2 

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCE: FIELD SURVEY
The question was designed to determine appropriate investment decision by investors using financial ratio. 
The analysis indicates that 32 respondents strongly agreed, 27 respondents agreed, while 1 respondents is undecided 
Representing 53%, 45% and 2% respectively. Thus, it can be concluded that financial ratio help investors to take appropriate investment decision. 




Question Fourteen: Commitment of resources leads to realization of future benefit in a reasonable long period. Table 4.3 (14) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	48
	80 

	Agreed 
	4 
	10
	17

	Undecided 
	3 
	2
	3

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


SOURCE: FIELDSURVEY 
The question was designed to determine the realization of future benefit in a reasonable period of committed resources. The analysis reveals that 48 respondents strongly agreed 10 respondents disagreed 2 respondents were undecided representing 80% and 17% and 3% respectively. Thus, it can be ascertained that commitment of resources leads to realization of future benefit in a reasonable long period. 





Question Fifteen: Dividend Policy affects the stability of organization 
Table 4.3 (15) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	28
	47

	Agreed 
	4 
	28
	47

	Undecided 
	3 
	4
	6

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


S0URCES:FIELD SURVEY 
The question was structured to determine the stability of organization dividend policy. The analysis depicts that 28 respondents strongly agreed, 28 respondents agreed, while 4 respondents were undecided representing 47%, 47% and 6% respectively. Thus, it can be concluded that dividend policy affects the stability of organization. 






Question Sixteen: Investment decision affects company's future profit 
Table 4.3 (16) 
	Response 
	Code 
	Frequency 
	Percentage 

	Strongly Agreed 
	5 
	29
	29

	Agreed 
	4 
	25
	25

	Undecided 
	3 
	6
	10

	Disagreed 
	2 
	0 
	0 

	Strongly Disagreed. 
	1 
	0 
	0 

	Total 
	
	60 
	100 


S0URCES:FIELD SURVEY 
The question was designed to determine company's future profit on investment decision. The analysis shows that 29 represent strongly agreed, 25 respondents, while 6 were undecided respectively 48%, 42% and 10% respectively. Thus, can be deduced that investment decision affect company's future profit. 

4.4 	TESTING OF HYPOTHESIS 
The hypothesis formulated in chapter 1 shall be tested with the use of chi-square statistical analysis. 
However, the chi-square (X2) statistics is used to test the hypotheses formulated with much emphasis on the comparison of observed and expected frequencies for the purpose of testing the hypothesis, the formula for chi-square is written below. 
X2 =	Oij – Eij
Eij 
Where: 	X2= Chi-square 
oij = The observation frequency of any value 
Eij = The expected frequency of any value 

Restatement of Hypothesis 
Hypothesis 1 
Ho:	The commitment of resources cannot leads to realization of organization objectives. 
Hi:	The commitment of resources leads to realization of organization objectives. 

Observed value 
Hypotheses 1 
Table 
	Response 
	O
	E
	O- E
	(O- E)2
	(O- E)2

	
	
	
	
	
	   E

	Strongly Agreed 
	45 
	12 
	33 
	1089 
	90.75 

	Agreed 
	0 
	12 
	-12 
	144 
	12 

	Undecided 
	0 
	12 
	-12 
	14 
	12 

	Disagreed 
	15 
	12 
	3 
	9 
	0.75 

	Strongly Disagreed 
	0 
	12 
	-12 
	144 
	12 

	Total 
	
	
	
	
	127.5 



Table value of 0.05 level of significance = 5.99 
Degree of freedom 
Df = (R - 1) (c - 1) 
= (5 - 1) (2- 1) 
(1) 
=4 
Decision rule 
Since the calculated value of X2= 127.5 is greater than the table value then, the alternative hypothesis should be accepted i.e. commitment of resources leads to realization of organization objectives. 

Hypothesis 2 
Ho:	Investment decision is not significantly related to future profitability and cost reduction. 
Ho:	Investment decision is significantly related to future profitability and cost reduction. 









Observed value 
Hypotheses 2 
Table 
	Response 
	O 
	E
	O- E
	(O- E)2
	(O- E)2

	
	
	
	
	
	   E 

	Strongly Agreed 
	36 
	12 
	24 
	576 
	48 

	Agreed 
	18 
	12 
	6 
	36 
	3 

	Undecided 
	6 
	12 
	-6 
	36 
	3 

	Disagreed 
	0 
	12 
	-12 
	144 
	12 

	Strongly Disagreed 
	0 
	12 
	-12 
	144 
	12 

	Total 
	
	
	
	
	78 


X2= 78 
Table of value of 0.05 level of significance = 5.99 
Degree of freedom 
Df = (R - 1) (c - 1) 
= (5 - 1) (2- 1) 
(1) 
=4 
Decision rule 
Since the calculated value of X2 = 78 is greater than the table value then, the alternative hypothesis should be accepted i.e. Investment decision is significantly related to future profitability and cost reduction. 

4.5 	RESULT FINDINGS 
This chapter presents, analyses and interprets the funding from the questionnaires. The responses were drawn from using the table to show the respondent's responses with the aid of simple percentage method. 
The sex, age, marital status, working experience, management level, qualification of respondents were considered. It indicated the financial ratio analysis on investment decision in Guinness Nigeria PIc. 
Furthermore, the analysis of data using the chi=square statistical method to test the hypothesis formulated. It can be seen that Guinness Nigeria PIc has the commitment of resources that leads to realization of organization objectives and investment decisions is significantly related to future profitability and cost reduction. 











CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 	SUMMARY OF FINDINGS 
This study arose from the need to determine the impact of financial ratio analysis on investment decisions. It was gathered from the study that the management of Guinness Nigeria PIc, Ikeja, Lagos, prepares the following statements. 
a. Profit and Loss Account 
b. Balance sheet 
In addition, the annual report also includes the director's Report and the Auditors Report. 
The Management makes good use of the information provided by the financial statement in the performance of its functions. The technique used in the analysis of the financial statement is ratio analysis. In the application of the ratio analysis, the following ratios were used: 
· Profitability Ratios 
· Liquidity Ratio 
· Efficiency Ratio 
The ratios obtained during the analysis are compared with past events in taking decisions. Such as obtaining the company's strength and weakness. 
The study sought to provide information that will educate management of corporate company's shareholders long and short term investors, government, competitors and individual personnel on the appropriate approach to handle their investment proposals. 
The study also tried to emphasize on the significant of financial ratio comparison in which it helps to fund a favourable change in the business operation of a company over the year or otherwise. 
From my analysis of the above ratios calculated to interpret the financial statements of Guinness Nigeria PIc, Ikeja Lagos, I am able to obtain that at least there is good management in the company in term of Sales efficiency. I discovered that it was able to enhance its performance in terms of its profitability. 
Also there is a bit weakness in term of Net Profit Margins and the operating profit margin, the management of the company can still makes efforts to improve in these areas. There should be improvement in terms of its liquidity. 

5.2 	CONCLUSION 
The study revealed that: 
a. Planning controlling and predicting of future management activities are necessary ingredients for companies that wants to stay or survive in this world of unpredictable environment of business hazard. 
b. 	Too many funds of the organization should not be tied down on assets so as to take care of any investment opportunity that may arise in future. 
c. Proper computation of financial statement and publication at the appropriate time is important to the various use of the financial statement to reflect to them the true and fair performance and position of the company under consideration. 
d. 	Management should take a careful examination of the efficiency of assets utilization in order to generate more income for company. 

5.3 	RECOMMENDATIONS 
Arising from the entire study enunciated in the last two chapters. It is imperative that some recommendation be made. 
It is recommended that management can cope with the problems above by making sure that the financial statements used during ratio analysis are comparative, both in the accounting policies applied as well as in the purchasing power of money at the time the financial statement were prepared. 
Management should formulate a planning strategy to ensure that the company keeps growing and expanding to have a larger market for its product. 
Effort should be made to see that all transaction of the company are properly documented and send to the appropriate quarters for recording. 
Management should also try not to close their eyes to many factors which might not be revealed by the financial statement but which should seriously be considered in the use of ratio analysis in taking decisions. 
The following recommendations are also made 
1. 	Managers should be encouraged to be trained on accounts and finance. 
2. The use of technical language should be minimized. 
3. The company should adopt financial reporting strategies that are practical and understandable by manager in practice. 
4. 	Managers should take up in house trainings on application of accounting techniques for managerial purposes. 
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APPENDIX 1 
QUESTIONNAIRE
……………………..
……………………..
…………………….

Dear Respondents,
REQUEST FOR COMPLETE QUESTIONNAIRES
I am a final year student of the above named institution, in partial fulfillment of the requirement for the award of Bachelor of Science Degree in Accounting. 
I am currently undertaking a research on "The Impact of Financial Ratio Analysis on Investment Decision in a multinational organization: A Case study of Guinness Nigeria PIc. 
I would be grateful if you would spare me a bit of your time to please complete this questionnaire attached. 
All information supplied in this questionnaire will be treated as strictly confidential. 
Thanks you for co-operation. 
Yours faithfully, 

……………………….
QUESTIONNAIRE
Instruction: Please tick as appropriate and use the key below to attempt the questions on the other leaflet. 
What is your sex? 
Male () Female ( ) 
How old are you? 
20-30years ( ) 31-40years (  )41years and above (   )
Marital status? 
Married () Single ( ) 
What is your present level within the organization? 
Top management level () Middle management level ( ) lower management level ( ) 
How long have you spent in the organization? 
Below 10years () 11-20years () 
21-30years ( ) 31 and above ( ) 
Educational and Qualification background? 
WASC/GCE    ( ) Diploma/National/Diploma/NCE( ) HND/BSc/BA ( ) M.A/MSc/MBA ( ) PHD ( ) Others (   )








SECTION B
KEYS 
StronglyAgreed: 	SA
Agreed:			A
Undecided:		U
Disagreed:		D
Strongly disagreed: SD
	S/N
	QUESTION
	SA
	A
	U
	D
	SD

	1
	Liquidity ratio measure the ability of the firm to meet its obligation as the fall due
	
	
	
	
	

	2
	Historical data provides basis for future predictions
	
	
	
	
	

	3
	Publication of financial statement affects on investment decision of the users
	
	
	
	
	

	4
	Inability of a firm to meet its obligation is a sign of illiquidity
	
	
	
	
	

	5
	Security of the shareholders be threatened if the cost of production is more than the firm's returns on investment
	
	
	
	
	

	6
	Commitment of resources leads to realization of organization objectives
	
	
	
	
	

	7
	Financial ratio helps in discovering the strength, weakness of your company and discover causes attributable to it
	
	
	
	
	

	8
	Financial ratio analysis has a significant impact on your organization investment decision
	
	
	
	
	

	9
	Computation of ratio serves as a management information for investment purpose 
	
	
	
	
	

	10
	Investment decisions are significantly related to future profitability and cost reduction
	
	
	
	
	

	11
	Financial ratio provides information for management contro1
	
	
	
	
	

	12
	Increase in the cost of promotion affects the company's profit
	
	
	
	
	

	13
	Computation of financial ratio helps the investor to take appropriate investment decision
	
	
	
	
	

	14
	Commitment of resources leads to re to realization of benefit in a reasonable long period
	
	
	
	
	

	15
	Dividend policy affect the stability of organization
	
	
	
	
	

	16
	Investment decision affects company's future profit 
	
	
	
	
	




