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Abstract

The study examined the earnings, shareholders &mdl assets profiles of Guinness Nigeria plc. A ilead
manufacturing company in Nigeria, from 1992 to 2@Q0®l assessed the effect of Assets Profile on Bgsrand
Shareholders fund performance using Ratio Analy8econdary data sought from the published acconfnthe
company for the stated periods were used for tdysiThe mean scores, the maximum and the minimaloes, the
standard deviation of the gross earnings, dep@sitstotal assets, net profit before and aftetdgether with that of
shareholders’ funds were computed. Paired samme®lation analysis was used to ascertain the ioekstip
between gross earnings and cash deposits as wedpasits and total asset, net profits and shatetofund. The
paired two tailed sample t test was used to deterittie significance of coefficient of independemtiable. Findings
indicate that the total assets and total depositeg@ sample correlation was 0.965 and that of astsets and gross
earnings was 0.991and total deposit with grossimgsrnwas 0.972 respectively for the period undersiteration
which implies a significant relationship over thensidered years. The calculated paired sampleferdifce of
means and standard deviation of total assets amelstiders fund of 2.69 and 3.16 was greater thandf total
deposits and shareholders fund of 1.56 and 1.8®%t confidence level. This implies that total assmintributed
more significantly to shareholders fund of Guinndkgeria plc during the period under consideratibhe study
concludes that the sustenance of the profit pasisodependent on the asset profile and the adgmfaithe cash
component of the asset to maintain profitabilityuidity and to boost the shareholders fund respelgt

Keywords:. Effects, Assets Earnings, Shareholders fund pedoce.

1.Introduction

Financial analysis is the selection, evaluation amerpretation of financial data, along with othmrtinent
information to assist in investment and financietidion making (Pamela, 2009). The following groaps potential
users of financial reports, generally referredddlee stakeholders: the equity investor group|dhe creditor group,
the employee group, the analyst adviser groupbtisness contact group, the government and thacpdiiie use
and emphasis of each group varies. As diverseeamthrest of these stakeholders so also are {h@aghes to the
assessment of the published financial reports ofpamies to cater for the interest of these stakiehsl The ratio
analysis technique of assessment of published diareports comes in to fill the expectation gdphe diverse
interest group which forms the basis of this study.

A ratio, according to Pamela, 2009 is a mathemlatedation between one quantity and another. Ratialysis is a
very powerful analytical tool useful for measuripgrformance of an organization (Ravi, 2004). Afficial ratio is a
comparison between one bit of financial informatiomd another. It is an attempt to express theioekstip between
two or more accounts or variables in a simpler,er@»mprehensive way. Ratios are usually derivenh fiioancial
statements as a basis of comparison, evaluatiorpitiction. When we assess a company operatirfgrpence,
we want to know if the company is applying its &sda an efficient and profitable manner. When tinancial
condition of a company is assessed, the objectivi® iknow if it is able to meet its financial oldigpons. The
emphasis of the operating performance evaluatdflisnstudy includes liquidity ratio as measuredtlby deposit
level which provides information on the companyislity to meet its short term obligations. The pratility ratio
provides information on the amount of income froates while return on investment fund, as measusethé
shareholders fund ratio provides information ondheunt of profit relative to the assets employédancial ratios
have long been used in various study areas in atioguand finance using either univarite or normakribution
with check of normality in the early stages of gei (Afifi and Clark, 1990).However, Zulkarnain &t affirmed
that the assumption of normality is important foe interpretation of the tests of significance dride data does not
satisfy this assumption the results obtained mayiased.
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The basic ratios as identified by Matt (2009) inleuprofitability ratios, cash flow ratios, accousteivable and
payable ratios, operating cost ratios and assttsr&arole (1990) affirmed that the use of rati@alysis technique
in analyzing financial statements offers great ptiéds in expanding insight into specific strengtimsl weaknesses
of a company and even family financial situatios. @ompanies seek to improve the management oféheitomic
resources and develop plans for strengthening fimaincial position in the future, a logical firstep is to determine
their present financial position; hence the tooaoélysis readily comes in to bridge this gap.

The ability to generate revenues and earn profitassets can be measured through ratio analysitt, (RG08).
Several types of ratios can be calculated regartfiegitilization of assets. The asset turnovergive indication of
how often assets are converted into sales. Thislmulated as a relationship between sales ancdgeassets. A
higher turnover rate implies effective use of essetgenerate sales.

2.Literature

In principle, the justification for employing finaial ratio analysis to investigate company’s finahstate is highly
defensible. Empirical literature emphasized thataie normative relationship exist between theeti#ht financial
components of a company as displayed in the balsimeet and revenue appropriation account. The tetdemhich
a company does or does not conform to these nasnthé industry that it is engaged in is indicatdfesomething
depending on the relationship being examined asishy the trend overtime around the prescribed ndwaarent,
1979).

Empirical studies further showed that ineffectivamagement of working capital is one of the impdrt@ctors
causing industrial sickness (Yadaf, 1986). A conypsimould choose between liquidity and profitabiityd decide
about its working capital requirement (kumar & Vatdchalam, 1995).The emphasis in this work is tfesgy
working capital being the firm’s investment in emt assets that circulates from one form to andthére ordinary
course of business (Niranjan,et al,2010).

A financial ratio is simply a comparison of two rsaeements of a business to each other. A measuterhercome
may be compared to a measurement of size. The ®asunements are expressed in terms of a ratioeohomber
to another number. The measurements can also lbessegl in terms of the percent of that one is tthem . Ratio
analysis as a process of systematic comparisomtaf @mputed from the financial statements of aarprise, for
the purpose of extracting some physical and safeatures between one period and another (eitis¢orfgally or
futuristically). The assumption is that the reswitl conform with predetermined entity’s experiendadustry
environment , competitors performance records, oemnomic trends or other non-financial variabteagsess the
financial capability or otherwise of the enterprideatio analysis serves as a useful guide whiokiges indicators
of a firm’s past performances and near presenhéiiah position in order to give the user a basigi@dicting future
performance and financial position.

Financial Ratios had been relied upon to deterrtlisechanges in the performance of a firm as atrefwarious
initiatives and practices in a lot of research aandd in the past on the performance measuremesinafl and
medium sized

enterprises (SMEs) and how various managementipeaanight improve the

performance (Rue and Ibrahim, 1998; Perry, 200k@iband Cassar, 2005; Kara et al.2005). Ratio y&isis
extremely helpful in providing valuable insightona company’s financial picture (Ravi, 2004).Thappr aims at
consolidating such reliance on the use of ratindranalysis to measure the performance of both Safidslarger
companies. The usefulness of financial ratios eenlyecognised by many researchers and found talbable for
predicting bankruptcy, rating bond, determining ke&returns and studying mergers.

3.Data and M ethodology

The secondary data used were extracted from thésRed Annual Reports of Guinness Nig Plc from 2:2008

which was obtained from the Nigerian Stock Exchatigedan Office. The analysis covers only a speaifiction of
the manufacturing sector which is Guinness Nig. Phds is done in order to have a more penetratisglt from the
use of ratio trend analysis technique. The ratgdscted for calculation in this analysis were ledito Earnings and
Assets Ratios. The calculation of the ratio valwese accomplished by dividing the numerator bydbaominator
to provide a number indicative of the relationshgng indexed. Descriptive statistics were useflitther analyze
the ratios and establish the relationship betwkeretirnings, deposit level and total assets.

4.Test of Hypotheses

50



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) ey
Vol 3, No 10, 2012 “STE

(i)Deposit level has no significant influence Botal Assets of Guinness Nigeria plc.

(ii) Total Assets has no significant effect oro& Earnings of Guinness Nigeria plc.
(iii) Total Assets has no significant influenme Shareholders fund performance of Guinnessrididgic

5.Methods of Data Analysis

Descriptive statistical tool was used for the datalysis, which includes tables, bar charts angufeacy distribution.
This was sandwiched with a robust inferential stial tool of mean, standard deviation, corretatmalysis and
paired sample test to show the relationship betwdeposits, total assets and gross earnings of @ssniNigeria plc.

6. Results and Discussion

Table 2 revealed that the mean gross earninggdbassets ratio in percentage for the 17 montis f£992 to 2008
was 12%. The company earned below the mean vald@%ffrom 2006 to 2008. This further reflectedtie Net

profit before and after tax to total assets peagmtrespectively for the three years. The Net pafifer tax ratio fell

below the mean total percentage of 3% in 2007, 20@B respectively. Though the revenue earned duliege

periods was higher than other years in totalsrakie of the earnings to the assets dwindled. Tilgication of this

is that the value of the assets of the company gabw rate higher than that of earnings. This maydbe to

appreciation in the value of the assets now broumghbtthe books. Though both the assets and thénggrrose over
the years but the earnings to assets ratio shdvatdite assets rose faster than the earnings f@@@-2008.

Table 3 revealed that the mean total depositsttd &ssets ratio in percentage for the 17 monthrs f£992 to 2008
was 64%. The company earned below the mean valti898 and 2008 respectively. The implication o$ tisi that

in both years, other assets contributed more tlegogit level to the total assets of Guinness Nigplt. However,

in all other years, the deposit level contributeatento total assets to reject the first hypothtsas deposit level has
no significant effect on total assets of the conypaifhe shareholders fund to total assets ratipeircentage fell
below the mean value of 14% in all the years ex@€@8. This implies that the shareholders fund rifouited more

to total assets than total deposits in 2008 only.

The result presented on Table 4.2 showed the gskiof the paired sample variables as measurdukebystandard
deviation and their mean values. Total assets hsthradard deviation of 3.9 while total deposits hastandard
deviation of 2.1. This implies that any negativeeef on deposit level will further increase thenstard deviation of
the total assets. This further affirms the sigaifice of total deposits on total assets.

To further test the significance of the hypothesegpaired sample correlation test was carried outhe Total
Deposits, Total Assets and Gross Earnings profifeSuinness Nigeria Plc (1992-2008) and the findiag shown
on Table 4.3 revealed that Total Assets had agtpositive correlation of .965 with Total Deposithie implication
of this is that Total Deposits has a strong refediop with the Total Assets profile of Guinness @tig Plc .Total
Assets had a strong positive correlation of .99thw@ross Earnings. This implies that a strong iatahip exists
between the Total Assets and Gross Earnings ofr@asNigeria plc which agrees with the alternatthefsecond
hypothesis.

The Total Deposits had a strong positive corretatib.972 with Gross Earnings. The implication fuktis that Total
Deposits had a strong relationship with Gross Eggof Guinness Nigeria plc.

The paired samples difference test presented d¢@ 4adb revealed the difference of means and stdrdkariations of
the paired samples. Total assets minus the shaessdund had a mean value of 2.69 and standaidtaevof 3.16.
This implies that total assets had a significaflu@nce on shareholders fund performance of GusNigeria plc
for the stated period and this agrees with therradte of the third hypothesis. The Total Deposiigius the
shareholders fund had a mean value of 1.56 andatdmeviation of 1.50. This implies that the tataposit alone,
though significant as a component of total asseis|ess significant than the totality of the asdgetinfluencing the
performance of Guinness Nigeria Plc.

The total asset minus the gross earnings has a wadaa of 2.7 and standard deviation of 3.54. Thither affirms

the alternate of the second hypothesis that taiséta had a significant influence on gross earniAdjsthese
affirmed that total assets has a significant infleeeon gross earnings and shareholders fund afotimgany.
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7.Summary and Conclusion

The study centred on assessing the effect of sassekearnings and shareholders fund performanae of
manufacturing company (Guinness Nigeria plc) ugiatio trend analysis sandwiched with a robust irféal
statistics of paired sample t test. The findingsvwadd that the deposit level has a greater influesca component of
total assets and assets also has a significantirepaearnings and shareholders fund performarsgectively. The
study also reveals earnings, deposits, as somertamdactors that determines the asset performandecontinued
viability of a typical manufacturing company. Theglications of these findings have highlighted anber of issues
that need to be addressed if the going conceratiituof a manufacturing company will not be thesad. This
study concludes that prudent financial managembatld be extended to the earnings and deposit lgsotf
manufacturing companies. The adequacy or otherafighese profiles are better determined using #tie trend
analysis as found in this study. This is in agremmeéth the findings of Carole (1990) and Matt (300
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Source: Annual reports of Guinness Nigeria plc (1992-2008)

Table 2: Guinness Nigeria Plc Returns On Assets Ratio 214%8)

Year | TA GE NPBT | NPBT/TA[NPAT NPAT/T
GE/TA A
Nm Nm % Nm % Nm %
1992 17,67( 2,92¢ 17 43¢ 2 37¢ 2
199: 28,18¢ 5,39( 19 1,19¢ 4 741 3
1994 36,83! 5,91¢ 16 1,17¢ 3 75¢€ 2
199t 63,87 8,98( 14 1,23¢ 2 1,00¢ 2
199¢ 77,26¢ 10,99¢ 14 1,38¢ 2 1,202 2
1997 47,50¢ 7,51¢ 16 1,40(¢ 3 1,00( 2
199¢ 55,21( 8,00(¢ 15 1,43¢ 3 1,027 2
199¢ 137,86¢ 19,96: 15 4,28¢ 3 3,36( 2
200c 194,74 29,75 15 5,767 3 4,73¢ 2
2001 224,000 32,29: 14 6,71t 3 5,06¢ 2
2002 245,20( 39,50( 16 8,25( 3 5,98( 2
200¢ 299,30( 48,25( 16 12,50( 4 9,90( 3
200< 364,21 51,31¢ 14 14,85 4 11,48: 3
200t 470,83¢ 57,25¢ 12 16,80¢ 4 13,23 3
200¢ 616,82: 67,44( 11 21,83 4 17,38 3
2001 884,60 91,16: 10 25,85« 3 20,63¢ 2
200¢ 1,527,542 155,29: 11 47,69 3 36,54( 2
Total
5,291,686.00| 641,954.00 12 172,828.00 3 134,434.00 3
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Source: Annual Reports of Guinness Nigeria PIcOpt2008)

Table 3. Guinness Plc Total Deposits and Shareholders Rantistal Assets Ratio

Year TA D TD/ITA | SF SFITA
Nm Nm % Nm %
1992 17,67( 12,35¢ 70 08¢ 6
1997 28,18¢ 17,86¢ 63 1,61¢ 6
199< 36,83: 25,02: 68 2,04¢ 6
199¢ 63,87: 43,46 68 6,05¢ 9
199¢ 77,26¢ 58,21+ 75 6,75¢ 9
1997 47 ,50¢ 30,45¢ 64 4,83¢ 10
19<8 55,21( 40,23¢ 73 5,05¢ 9
199¢ 137,86 89,86¢ 65 11,88" 9
200( 194,74 138,00: 71 15,26¢ 3
2001 224,00 155,50 69 18,17( 8
2002 245,20 201,10 82 24,55( 10
200¢ 299,30 230,10 77 31,20( 10
2002 364,21 255,49 70 41,60¢ 11
200¢ 470,83 332,19¢ 71 48,72t 10
200¢ 616,82 448,91! 73 64,27: 10
2007 884,60 599,68 68 83,62’ 9
200¢ 1,527,54. 700,12 46 355,63¢ 23
Total 5,291,686.0( 3,378,706.0( 64 722,308.0( 14

Source: Annual Reports of Guinness Nigeria PIc92:2008)

Table 4.1: Guinness Nigeria plc Total Assets, Total Depo&tgnings Mean and Standard

Deviation Results.
Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
TA 17 17670.00 1527542.00 311275.6471 3.93556E5
TD 17 12358.00 700127.00 198747.4118 2.10519E5
GENM 17 2928.00 155293.00 37762.0000 39729.24012
NPBT 17 433.00 47694.00 10166.3529 12493.60803
NPAT 17 378.00 36540.00 7907.8824 9701.99131
SF 17 988.000 355639.000 42488.70588 8.420154E4
Valid N (listwise) 17

Source: Data Analysis based on Annual Reportsunfiriss Nigeria Plc. (1992-2008)
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Table4.2: Guinness Nigeria Plc Paired Sample Mean and Stdrigviation Values.
Paired Samples Statist

Mean N Std. Deviation Std. Error Mean

Pair 1 TA 311275.647 17 3.93556E 95451.4497
TD 198747.4118 17 2.10519E5 51058.35666

Pair 2 TA 311275.6471 17 3.93556E5 95451.34497
GENM |37762.0000 17 39729.24012 9635.75608

Pair 3 TA 311275.6471 17 3.93556E5 95451.34497
NPBT 10166.3529 17 12493.60803 3030.14503

Pair 4 TA 311275.6471 17 3.93556E5 95451.34497
NPAT 7907.8824 17 9701.99131 2353.07853

Pair 5 TA 311275.6471 17 3.93556E5 95451.34497
SF 42488.7058 17 8.420154E 2.042187E

Pair 6 D 198747.411 17 2.10519E 51058.3566
GENM |37762.0000 17 39729.24012 9635.75608

Pair 7 TD 198747.411 17 2.10519E 51058.3566
NPBT 10166.352 17 12493.6080 3030.1450

Pair 8 TD 198747.411 17 2.10519E 51058.3566
NPAT 7907.882. 17 9701.9913 2353.0785

Pair 9 TD 198747.4118 17 2.10519E5 51058.35666
SF 42488.7058 17 8.420154E 2.042187E:
Pair 10 GENM |37762.000 17 39729.2401 9635.7560
NPBT 10166.352 17 12493.6080 3030.1450

Pair 11 GENM [|37762.0000 17 39729.24012 9635.75608
NPAT 7907.882. 17 9701.9913 2353.0785

Pair12 GENM [|37762.000 17 39729.2401 9635.7560
SF 42488.70588 17 8.420154E4 2.042187E4

Pair 13  NPBT 10166.3529 17 12493.60803 3030.14503
NPAT 7907.8824 17 9701.99131 2353.07853

Pair 14  NPBT 10166.3529 17 12493.60803 3030.14503
SF 42488.70588 17 8.420154E4 2.042187E4

Pair 15  NPAT 7907.8824 17 9701.99131 2353.07853
SF 42488.70588 17 8.420154E4 2.042187E4

Source: Annual Reports of Guinness Nigeria PIcOgt2008)
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Table 4.3: Guinness Nigeria plc Paired sample CorrelatioruRes
Paired Samples Correlatic

N Correlation Sig.
Pair 1 TA&TD 17 .965 .000
Pair 2 TA & GENM 17 991 .000
Pair 3 TA & NPBT 17 .993 .000
Pair 4 TA & NPAT 17 .992 .000
Pair 5 TA & SF 17 .935 .000
Pair 6 TD & GENM 17 972 .000
Pair 7 TD & NPBT 17 .969 .000
Pair 8 TD & NPAT 17 974 .000
Pair 9 TD & SF 17 .813 .000
Pair 10 GENM & NPBT |17 .995 .000
Pair 11 GENM & NPAT |17 .994 .000
Pair 12 GENM & SF 17 912 .000
Pair 13  NPBT & NPAT |17 925 .000
Pair 14  NPBT & SF 17 921 .000
Pair 1t NPAT & SF 17 91¢ .00C

Source: Annual Reports of Guinness Nigeria PIcOpt2008)

Table 4.4: Guinness Nigeria plc Paired Sample Test Results.
Paired Samples T

Paired Difference

Mean Std. Deviation Std. Error Mean
Pair 1 TA-TD 1.12528E5 1.98159E5 48060.49835
Pair 2 TA - GENM 2.73514E5 3.54239E5 85915.69712
Pair 3 TA - NPBT 3.01109E5 3.81153E5 92443.19959
Pair ¢ TA - NPAT 3.03368E! 3.83930E 93116.6100
Pair & TA - SF 2.687869E 3.162437E 7.670037E
Pair 6 TD - GENM 1.60985E5 1.72165E5 41756.23498
Pair 7 TD - NPBT 1.88581E! 1.98436E 48127.8682
Pair € TD - NPAT 1.€0840E! 2.01084E 48770.0796
Pair ¢ TD-SF 1.562587E 1.503299E 3.646035E
Pair 10 GENM - NPBT |27595.64706 27330.88351 6628.71291
Pair 1: GENM- NPAT |29854.1176 30101.3470 7300.6490
Pair 1: GENM - SF -4726.70588 5.065614E 1.228592E
Pair 1: NPBT - NPAT 2258.4705 2808.6010 681.1858
Pair 14  NPBT - SF -3.232235E4 7.285072E4 1.766889E4
Pair 1¢ NPAT - SF -3.458082E 7.544547E 1.829821E

Source: Annual Reports of Guinness Nigeria PIc92:2008)
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