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ABSTRACT 

Analyzing fmancial statement is a process of evaluating the relationship between component 

parts of a fmancial statement to obtain a better understanding of a firm's position and 

performance. The type of relationship to be investigated depends upon the objective and 

purpose of evaluation. Financial statement analysis can assist creditors, investors and 

managers in evaluating the firms past, current and projected performance. 

The aim of the study is analyzing the fmancial statements of Vestel company between the 

years 1998 and 2002. This five years analysis enable us to understand past and current 

performance of the company. Besides analysing Vestel company, we will also analyze the 

fmancial statements of Beko to be able to make a comparison between the two companies. 

Beko is the competitor of Vestel company in Turkey. Thus with this comparison, it will be 

easier to understand the position of Vestel regarding its competitor. 
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;orkl economy is going Global. Investments are increasing day by day. There are well 

arpni7.ed capital markets which act as an international capital and investment exchange. The 

ilncmnent increases in the areas which are expected to grow with good returns as well as 

.::wioioaal risk. These risks and returns are analysed in a detailed way to make the investment 
and profitable. 

· study deals with financial statement analysis. Financial statement analysis is designed to 

determine the relative sterengths and weaknesses of a company. Investors need this 

rmation to estimate both future cash flows from the firm and the riskness of these flows. 

I I I Fmancial managers need this information to evaluate their own performance and map future 

. Financial statement analysis highlights the key aspects of a firm's operations. Financial 

!latement analysis involves how relationships change over time, or trend analysis, and how a 

particular firm compares with another firm or to industry averages. 

financial statement is a tool that helps the analysists and investors to make decision by using 

useful information. And also it helps the investors to understand the key trends and 

relationship which gives clear understanding of all the fmancial activities. With the help of 

SI classified financial statements certain types of financial activities are recorded and placed 

together in a group from which in turns help the users to develop useful subtotals and 

indicators. Whereas cooperative fmancial statements give summary of several years activities 

so that investors can easily compare the changing trends. 1 

Financial ratios are the principal tool of the fmancial analysis, since they can be used to 

answer a variety of questions regarding a firm's fmancial well-being. For example, a 

commercial bank loan officer considering an application for a six-month loan might want to 

know whether the applicant firm is solvent or liquid; a potential investor in the firm's 

common stock might want to know how profitable the firm has been; and an internal fmancial 

aoalyst might want to know whether the firm can reasonably afford to borrow all or part of 

the funds needed to finance a planned expansion. Answers to these and related questions can 

Robert Megis and others, Accounting, USA:Mc Graw Hill, 1999, l l th ed., p. 610. 



obtained through the use of financial ratios. 2 Although financial statement analysis has 

iations, when used with care and judgement, it can provide a great deal of information 

a company. 

aim in this study is to analyse financial statement of Vestel Corporation for last five years 

to 2002) and compare the current performance with past performance of Vestel. And 

to compare the past performance and current position of Vestel with the only competitor 

Beto. Vestel is a Turkish company which has _grown well in Turkish market and looking for 

rtunities in global markets. Vestel produces white household goods, TV. and Electronic 

,liances. The company stocks are traded in Istanbul Stock Exchange. It is one of the top 

_ companies in I.M.KB. In preparation process, I have gathered information from books 

·1ated with finance and accounting, the web sites of investment companies, home page of the 

coq,any itself, web site oflstanbul Stock Exchange Market that is www.lmkb.gov.tr.And the 

~ion which I made with my supervisor. 

have conducted the analysis ofVestel in five stages. 

First part includes the background of Vestel and Its historical development from foundation 

up to now. 

Some scientific definitions and different approaches from various sources about the financial 

statements are available in the second part. The definitions and explanations about the 

ions and necessity of Balance Sheet, Income Statement, Statement and Stockholders 

:t-nnitv and Statement of Cash Flow are also included. 

Tbe third part introduces some very important tools of analysing financial position of a 

company. Such tools like Dolar and Percentage Changes, Trend Percentages (Horzintal 

Analysis), Component Percentages (Vertical Analysis) and Ratio Analysis, give us details 

ut the financial strengths and structure of a company. 

Tbe fourt part includes the application previously mentioned Component Percentages(Vertical 

Analysis), Trend Percentages(Horzintal Analysis), Dolar and Percentage Changes and Ratios 

: David F. Scott, Jr. John D. Martin J. William Petty Arthur J.Keown, Basic Financial Management, 4th ed., p. 

2 
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estel company under the light of last five years reports. This part enables us to 

I -.d the past performance and present financial structure ofVestel. 

part limitation of the project will be explained. 

end conclusion and recommendation will be provided to the users of financial 
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¥.-..I Electronic was founded in 1984 by Polypeck International Company owned by 

Nadir who is an England originated and Cypriot businessman and has started 

~ in the electronic industry, and it has been a pioneer in many fields in 

..-- and the world since then. Vestel Electronic has strengthened its export attack it 
initiated in the last years of eighties, and at the begining of the nineties it has created 
---mant foreign market share. Vestel has continued its success in the domestic 

-i.a.~~ by being a leader from time to time. Great importance was given to the research 

lopment activities since the establishment. The company had improved its 

at the beginning of the nineties and reached and important success by making its 

+sago projects ready for production and export in a very short time and by following 

technological innovations at the same time with the world and it has replied quickly 

product variety with its own designs in line with the demands of the customers 

established export connections. Together with the export attack, the company ...._ed the ability to design and produce products that would serve the demands of 

Emopean customers. 

crisis suffered by the Polypeck Company at the beginning of 1990s, had caused Vestel 

Electronic, which had been continuing its growth trend by making investments, to have 

!ICDDUS proplems and with the addition of the crisis of 1994, the company entered into a 
miring trend and its financial structure had been damaged. The improvement in design 

production quality bas influenced the product qulity Positevely, and the improvement in 
quality level enabled the company to respond quickly to the customer demands with the 

of fast designing and fast capasity icrease, and these factors contributed to the success 

V estel Electronic and with this, the company could survive the two crisis periods. The 

· · years passed safely and in difficulty with the help of the past accumulations of Vestel 
Electronic and of the sales success of the product range. Vestel chassis designs had started 

·-· 11 AK.03 and reached a big quality in 11 AK.08, 11 AK.IO, and 11 AK.12 chassis; later 

trend had been strengthened with the Black series and has helped Vestel to survive in 

domestic and foreign markets. In one of the most difficult years, in 1995 Zorlu Holding 

bought all the shares of the Vestel Electronic under the management of Mr. Ahmet 

Nazif Zorlu and with the strengthened financial structure, management, and the great vision 
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g meot, the heritage and the culture of vestel has combined and a new progress 

investments on one side, and the efforts to develop the foreign market on the 

the investments on R&D, have given their results in a very short time and 

~ Electronic bas increased its 500.000 pieces of annual production capacity to 

.- ... - ... ---8 pieces a month in the year 2000 and has reached an important success by 
annual production capacity of 5.000.000 pieces. its ability to develop its 

111 I I range in a way to respond quickly to the increasing orders have increased 

the end of 1990s and the company has reached a success that surprised the 

~ the world and the country crisis at these periods have not affected Vestel 
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CIAL STATEMENTS. 

F".-ncial statement is simply a declaration of the financial activities of the enterprise in 

of monetary unit such as dollars. One of the most important way that creditors 

illlVestors and other parties understand the financial position of the company is analysing 

financial statements. Financial statements may cover sometimes a week or a year. 

· annual and interim financial statements are also used there are primarily four types 

financial statements, Balance Sheet, Income Statement, Statement of Cash Flow and 

Sutement of stockholders equity. 

Balance sheet shows the financial position of a business at a specific date. Income 

,mrement is an activity report showing the revenues and expenses in a period of time. 

statement of cash flow is used generally in investment and credit decisions. It shows 

the cash flow has changed in a specific period of time. Statement of stockholders 

equity is an expanded statement of Retained Earnings, which shows the changes in all 

kholders equity accounts during the year. 

L Balance Sheet. 

1be main purpose of balance sheet is to show the financial position of a given business 

. A balance sheet is prepared at the end of each year or at the end of each month. A 

~ sheet consists of a listing of the Assets, Liabilities and owner's equity of a 

business. The balance sheet date is important as the financial position of a business may 

c:IBnge quickly. A balance sheet is most useful if it is relatively recent. The amount of 

1lJtal assets must be equal to the total amount of liabilities and owner's equity. The 

relationship always, exists-infact the equality of these totals is one reason that this 

financial statement is called a balance sheet. 

1.1. Assets. 

Assets are the economic resources that a firm owns and expect to use in future 

operations. A company benefits from assets generally when the asset is converted into 

czh. For example the collection of receivables creates a positive cash flow. Some assets 

are tangible like building, machinery, land but there are also some intangible assets like 
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» &tent bonds, patent rights and etc. there are some different views in how to record 

of assets. 

Cmt Principle: According to cost principle assets such as land, building etc. should 
RICIOl'ded at its cost value rather than its current market value. 

Going Concern Assumption: An enterprise is established to operate continuously 

msets like building, land are used to run the business. Companies do not keep these 

for resale so the future market values of such assets are less important to a 

cm•••eny. Since a business is a going concern such assets are recorded at their cost value 

1re not changed according to market priceses. 

Objective Principle: Accounting reports need to be factual. So the such assets are 

IIICXJlded according to their costs to provide a factual basis. By this way any person who 

eswnioed the accounting reports can verify the reports like other bonds. If we record the 

according to their estimated values it won't factual and objective. 

Stable Dollar Assumptions: A problem is measuring the assets at historical cost is 

stability of monetary unit. If there is a deflation or inflation the value of the 

monetary units changes but U.S. experiences very little inflation so the accountants in 

. consider U.S. dollars as a stable unit of measurement. Stable dollar assumption 

us in applying cost principle as un changed measurement unit. 

L2. Liabilities. 

Liabilities represent the amount a firm owes. These are represented as negative future 

flows. All the firms have liabilities. They buy raw material, supplies or 

bandise and pay in future. All the debts are rising from such activities are recorded 

their awn accounts. Loans from banks and note payables are also regarded as 

iabilities. A note payable is a written promise to pay in future but accounts payable is 

as formal as note payables because they are not a written promise. Note payables 

IDi account payables are recorded separately. 



1.Ll. Owner's Equity. 

ler deducting liabilities. At the beginning of a business the owner's equity is measw 

~ the total amount invested by the owners. The term capital is also used instead 

ms profit the owners equity than consist of the total amounts invested by the owrs 

1115 any cumulative profits retained in the business. The right side of the balance she 

ltion represents outsider and owner "claims against" the total assets shown on t 

- side. The owner's equity in a corporation is also called stockholder's equi 

~·s equity represents the rights of the owners on the assets of the business. T 

mets after the creditors claims are satisfied. 

IDc:reases in Owner's Equity: The owner's equity in a business comes &,un turn CU\111""" 

nvestment by the owner 

eereases in Owner's Equity: Decreases in owner's equity also caused in two ways: 

1- Distribution of cash or other assets by the business to its owner. 

· Losses from unprofitable operation of the business. 

ies and expenses 

trarmctions recorded in a retained income account. It is a report of all revenues 

>enses and net income pertaining to a specific time period. Net income is the bottom 

e on an income statement-the remainder after all expenses have been deducted from 

evenue. 

1e income statement measures performance for a span of time whether it be a month.a 

quarter or longer. Therefore the income statement must alwavs indicate the exact period 



mcome statement is used to assess the performance of an entity or its management 

time period. The income statement shows how the entity's operations for the 

pa iod have increased net assets through revenues and decrease net assets by consuming 

wwwces (expenses). 

Rffenue. 

•rn is the price of goods sold and services rendered during a given accounting 

.-:nod. Earning revenues couses owner's equity to increase. When a business renders 

www •• ._ or sells merchandise to its customers, it usually receives cash or acquires an 

receivable from the customer. The inflow of cash and receivables from 

cmlDme1'S increases the total assets of the company, on the other side of the accounting 

eqaetion the liabilities don't change but owner's equity increases to match the increase 

total assets. Thus revenue is the gross increase in owner's equity resulting from 

Ol)etation of the business. They are represented as positive cash flow. 

Expenses. 

E:q,enses are the cost of goods and services used up in the process of earning revenue. 

E:Q,enses are often called as "cost of doing business". It always causes a decrease in 

' equity. The related changes in the accounting equation can be either a decrease 

· assets or an increase in liabilities. An expense reduces assets If payments accurs at the 

that the expense is incurred. If the expense will not be paid until later, the regarding 

f'tbe expense will be shown by an increase in liabilities. 

2.2.3. Net Income. 

Net income is an increase in owners' equity resulting from the profitable operation of 

the business. The oposide of net income a decrease in owners' equity resulting from 

unprofitable operation of the business is termed a net loss. 

et income does not consist of cash or any other specific asset. Rather net income is a 

computation of the overall effects of business transactions upon owner's equity. 

9 
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income measures the amount by which the increase in assets exceeds the decrease. 

In essence, net income is one measure of the wealthy created by an entity during the 

KCOunting period. By tracking net income from period to period, comparing changes in 

income to economy-wide and industry average, and examining changes in the 

revenues and expense components of net income, investors and other decision makers 

evaluate the success of the period operations . 

. Statement Of Stockholden Equity. 

Statement of stockholders' equity is more comprehensive than a statement of retained 

arnings. It is formatted in a manner similar to a statement of retained earnings but with 

mloumns for each element of stockholders' equity. The statement of stockholders' 

equity thus reports the changes in all categories of equity during the period. 

top line of the statement shows the beginning balance in each stockholders equity 

account. All of the transactions affecting these accounts during the year then are listed in 

mmrnary form, Along with related changes in the balance of specific stockholders' 

account. The bottom line of the statement shows the ending balance in each 

tlDckholders' equity account and should agree with the amounts shown in the year-end 

e sheet. It presents a more complete description of the transactions affecting the 

Statement Of Cash Flow. 

statement of cash flow reports, the entity's cash flows ( cash receipts and cash 

pmyments) during the period where cash came from and how it was spent. It explains the 

aoses of the change in the cash balance. This information can not be learned from other 

lmncial statements. The statement of cash flow covers a span of time and therefore is 

F .• Megis Mary A., Bahner Mark, Whihington Ray, Financial Accounting international edition, 
Cinw Hill, 1998, 4th ed. 

E a Olrlest; Sundem Glaryl; Elliot John A.,Introduction ofFinancial Accounting, USA: Prentice -Hall 
a c • me ,1996, 6th ed. 



cash flow is designed to fulfill the following 

cash flows: In many cases past cash receipts 

predictor of future cash receipts and payments. 

management decision: The statement of cash flows r, 

z ;s investment in plant assets and thus gives investors, and creditors 

..._mat.ion for evaluating managers' decisions. 

+ • IIMie the company's ability to pay dividends to stockholders and interest 

p1aiptl to creditors: It helps them predict whether the business can make these 

relationship of net income to changes in the busyness's cash. 

&om operating activities are the effects of business transactions on cash flow 

es and expenses. Operating activities create revenues and expenses in 

-·- _ _..•c major line of business. Therefore operating activities affect the income 

ihich reports the accrual-basis affects of operating activities. The statement 

reports their impact on cash. The largest cash inflow from operations is the 

if cash from customers. Smaller inflows are receipts of interest on loans and 

stock investments. The outflows include payment to suppliers and to 

z 7 J s and payments for interest and taxes. 

from investing activities represent the effects of purchasing and selling of 

ing activities increase and decrease the long-term assets available to the 

7 - A purchase or sale of plant asset such as land, a building or equipment in an 

- -« activity, as is the purchase or sale of an investment in the stock or bonds of an 

mmpany. Investing activities on the statement of cash flow include more than the 

selling of assets that are classified as investments on the balance sheet. 
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from financing activities show the investment of the owner in the 

borrowings from creditors. Financing activities obtains from investors and 

cash needed to start and sustain the business. It includes issuing stock, 
r-· 
13 - g money by issuing notes and bonds payable, buying or selling treasury stock 

7 Ing payments to the stockholders-dividends and purchases of treasury stock 

£ £ lo the creditors include principal payments only and not the interest.4 

and T.R Charles, Financial Accounting, USA: Prentice Hali 1998, 3rd ed. 
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Percentage Changes. 

II 7 7 "'lid of changes from year to year is significant, and expressing the change 

adds perspective. For example, if sales this year have increased by 

that this is an increase of 10% over last year's sales ersz million puts 

• 7 7 mlOtJDt of any change is the difference the amount for a comparison year and 

a base year. The percentage change is computed by dividing the amount 
•1111 •• 1111:i.r change between years by the amount for the base year. 5 

S · is called common size analysis. This is a technique for evaluating financial 

which expresses each item within a financila statement in terms of a 

a base amount. For example when an income statement is subjected to 

C 7 -.lysis, Net Sales is usually the base as I 00%. The other items such as cost of 

gross profit are a percentage of Net Sales. It indicates the relative size of 

· luded in a total. This show quickly the relative importance of each type of 

U as the relative amount of financing obtained from current creditors, long 

crcfilors and stockholders. By computing compenent percentages for several 

•--· o,ec balance sheets, we can see which items are increasing in importance and 
,- • ~ becoming less significant. 6 

· Mary A. Megis, Mark Bettner, Ray Whittington, Financial Accounting , 9 th ed.,p.appendix 




