Topic A05: Financial Analysis
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	Topic Overview

	Topic
	BAFS Elective Part - Accounting Module – Financial Accounting
A05: Financial Analysis 

	Level
	S5 / S6

	Duration
	2 lessons (40 minutes per lesson) 


Learning Objectives:

1. To understand the major types of accounting ratios;
2. To calculate different accounting ratios;
3. To evaluate financial performance through accounting ratios; and
4. To explain the limitations on using accounting ratios.
Overview of Contents:

Lesson 1
Major Types of Accounting Ratios and Their Calculations
Lesson 2
Evaluation of Financial Performance through Accounting Ratios
Prior Knowledge:

Students should have basic understanding on Income Statement and Statement of Financial Position.

Resources:
· Topic Overview and Teaching Plan
· PowerPoint Presentation
· Student Worksheet and Student Worksheet Answers
Suggested Activities:
· Matching Game
· Problem Solving
· Debate
	Lesson 1

	Theme
	Major Types of Accounting Ratios and Their Calculations

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. have basic understanding of the major types of accounting ratios; and
2. understand how to calculate different accounting ratios.
Teaching Sequence and Time Allocation:

	Activities
	Reference
	Time

Allocation

	Part I: Introduction 

	· Revision of accounting ratios

	PPT #1-5


	15 minutes



	Part II: Content

	· Activity 1: Matching
· Matching game of accounting ratios with formulas will be assigned for revision and as a warm-up for the following activities.
· Activity 2: Problem Solving

· Students will be provided with the financial statements of two companies of a similar scale and industry.  They will calculate the accounting ratios of the two companies.
· Students fill in the two columns of North Ltd and South Ltd with calculations of the accounting ratios for the preparation of Activity 3 and 4 in Lesson 2. Financial statements of the two companies will be provided.
	PPT #6-7

Student Worksheet p.1

PPT #8-9
Student Worksheet pp.2-3


	5 minutes

15 minutes



	Part III: Conclusion

	· Teacher concludes lesson by highlighting the classification of accounting ratios.

· Students are required to consider the use of accounting ratios and its limitations at home.
	PPT #10

	5 minutes




	Lesson 2

	Theme
	Evaluation of Financial Performance through Accounting Ratios

	Duration
	40 minutes


Expected Learning Outcomes:

Upon completion of this lesson, students will be able to:

1. evaluate the financial performance using accounting ratios; and
2. explain the benefits and limitations using accounting ratios.
Teaching Sequence and Time Allocations:

	Activities
	Reference
	Time

Allocation

	Part I - Introduction 

	· Teacher begins lesson by asking students on the functions of accounting ratios and limitations of ratios analysis.

· Teacher asks students to apply calculated ratios in Activity 2 to interpret performance of companies compared to industry average and competitors.
	
	3 minutes



	Part II – Content

	· Activity 3: Group Discussion and Presentation 
· Students are divided into groups to discuss the performance of North Ltd compared with South Ltd and the Industry average (given).
· Students present their own views and listen to feedback from other groups.
· 8 minutes will be given to students to discuss among themselves and formulate their arguments.
· Each group will nominate one representative to present their ideas. 
· Each representative will have 2 minutes (maximum) to present. 
· Activity 4: Debate 

· Teacher asks students to conduct a debate on the topic “Ratios analysis is a good method to evaluate financial performance!”.
· Students are divided into 2 groups. One group assumes the affirmative (benefits of ratios analysis) side and the other as the negative (limitations of ratios analysis) side.
· 8 minutes will be given to students to discuss among themselves and formulate their arguments. 
· Each group will nominate two representatives to debate. Each representative has 1 minute to present their views and arguments. 
· After all 4 representatives have presented, each group will have a representative to give a 1.5-minute concluding remark.
	PPT #11-14
Student Worksheet pp.4-6
PPT #15-17
Student Worksheet pp.7

	17 minutes

18 minutes



	Part III - Conclusion

	· Teacher concludes lesson by highlighting key points to students.
	PPT #18-19

	2 minutes
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