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ABSTRACT
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companies struggling with the consequences of the corona-crisis of 2020.
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АННОТАЦИЯ
Статья посвящена исследованию вопросов, связанных с методологией приобретения некоторых идей 
и навыков, которые инвестор может использовать для выбора наилучших вариантов, представленных на 
транспортном рынке. Авторы предложили методику создания стандартного набора приемов и методов, 
составляющего основу инструментария каждого фондового аналитика. Авторы убеждены, что представ-
ленные в дискуссионной части статьи идеи и приемы будут полезны для анализа практически всех воз-
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Introduction
Although investors tend to associate financial 
statement analysis with picking stocks, it is ac-
tually just as important for bond investors. It 
does not really matter who is issuing the secu-
rities either. Sovereign debt investors do finan-
cial statement analysis on governments, and re-
tail lenders do financial statement analysis on 
households. However, the major stress here will 

be made on companies from the transport sec-
tor of the economy. Financial statement analysis, 
among other things, is the practice of forming 
ratios and other statistics using the numbers 
presented in a set of financial statements, i. e. 
the firm’s financial accounts. The idea is that 
although the numbers in a borrower’s financial 
statements already tell us a lot of good informa-
tion, we can learn even more about a borrower’s 
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financial condition and performance if we com-
bine or compare these numbers in creative ways. 
This information will hopefully give us a clearer 
picture of which transportation firms are more 
attractive investment opportunities [5].

In order to find the best investment opportu-
nities in the transport industry, we will have to 
first make a little bit of reminder on accounting, 
at least some introductory definitions that are 
used all the time in practice. In later parts, we 
will also need to take a brief look at the overall 
structure of a particular transportation com-
pany’s financial statements and learn what in-
formation is presented where [3]. Once we have 
done that, we will construct some of the most 
important ratios and other statistics, and explain 
what all these numbers are trying to tell us about 
the condition or performance of the transport 
company. As we get into knowing about the ra-
tios themselves, we will also explain how to use 
these numbers when selecting stocks or bonds of 
the transportation companies. When selecting 
investments, however, this information is also 
useful for gaining a better understanding of a 
transportation company’s financial condition 
and performance which these days of the corona-
crisis is not a bad thing to know. In addition, it 
is of practical importance to put together a set 
of financial statements for a transportation or 
infrastructure venture as well as projected values 
of certain financial ratios into the future for the 
time when the world will have passed the days 
of lockdowns and quarantines [12]. The obvious 
place to start understanding the workings of 
financial statement analysis is a transportation 
company’s financial statements.

1. Materials and Methods
The financial statements try to show a concise, 
sometimes even a complete picture of a trans-
portation company’s finances. They consist of 
four main parts: three different tables that cor-
respond to the main financial activities of the 
transportation firm plus a set of notes that ex-
plains a lot of the details that omit it from the 
three different tables for the sake of brevity [9]. 
The three tables or statements are the income 
statement, the statement of cash flows and the 
balance sheet. We are now going to go through 
these tables or statements and discuss what they 
tell investors [13].

We will start with a financial statement con-
taining the information that stock investors seem 
to pay the most attention to —  the income state-
ment. If you stop and think about what you would 
most like to know about the financial condition of 
a transportation company, it is probably whether 
the company is making any money. The income 
statement, also called the statement of earnings 
or the statement of operations, presents a detailed 
answer to that question. It gives an overview of 
how much revenue the transportation company 
brings in, how much it pays out as various ex-
penses and then how much profit is left over if 
any [1].

Since it is much easier to understand financial 
statements and financial statement analysis with 
an example in front of you, we are going to in-
troduce that now. We are going to work with the 
financial statements of the C. H. Robinson. We 
pick this transportation company, mainly because 
we have noticed that they always present a very 
simple and clean set of financial statements. So, 
they are great for people trying to understand the 
workings of the financial statement analysis. Be-
sides, its service is one of the best in the industry.

C. H. Robinson has diversified its line of services 
well beyond simple delivery. There are plenty of 
other services and prepared items to think about 
as well. Suppose the first question is where do we 
get the statement. Go right to the source — the 
company website and look for links to company 
information or investor relations. Eventually, we 
find our way to the latest annual report. The an-
nual financial statements are always in the annual 
report. Publically traded companies are required 
to report their financial results quarterly. We can 
get more up-to-date information by viewing the 
quarterly financial statements. Most companies 
these days do link to these on their websites as 
well. But the US Securities and Exchange Com-
mission (SEC) also has these data as part of their 
so called Edgar Database, and many financial 
websites including free ones also post financial 
statements from publically traded companies [11]. 
The only complaint about the financial websites 
is that they take the company’s actual financial 
statements and then move the information into 
a one-size-fits-all financial statement template. 
After you get some experience looking at different 
companies’ statements, you will realise that there 
is actually a lot of variation in how the information 
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gets reported. Unfortunately, when these financial 
websites translate the financial statements into 
their templates, sometimes good information is 
lost in translation.

So, let us have a look at C. H. Robinson’s income 
statement which they call a consolidated state-
ment of earnings. Earnings is the finance word for 
profit, and as we will see the income statement 
shows fairly clearly how C. H. Robinson calculate 
their profits. The top of the income statement 
is net sales which is sales minus returns. Other 
companies will just have a number for sales or 
even revenues. C. H. Robinson sold nearly 16.2 
billion dollars’ worth of services in the pandemic 
year of 2020.

Then below the sales come all the expenses 
of running the company including production 
costs, marketing costs, R&D and administrative 
expenses [10]. After we subtract those expenses, 
we have a rough statement of earnings which 
goes by two names. One name is operating in-
come and the other is EBIT, which is an acro-
nym that stands for earnings before interest and 
taxes. For C. H. Robinson this turned out to be 
about 628.3 million dollars. You may have also 
heard the EBIT’s cousin —  EBITDA which stands 
for earnings before interest, taxes, depreciation 
and amortisation. You will notice that you do not 
see depreciation and amortisation listed on the 
income statement, and you will have to find it 
somewhere else. If we take EBIT and subtract off 
interest, and then income taxes what we call them 
corporate income taxes but they are actually taxes 
on corporate profits, then we get to net income 
or net earnings. This is so called the bottom line 
on the income statement. For C. H. Robinson this 
number was 506.4 million dollars in 2020. Net 
income tells the stock investor all the profits that 
could be paid out to the shareholders. You may 
recall, though, that most firms do not pay out 
all these earnings as dividends, especially in the 
pandemics year of 2020.

The last thing that an income statement 
typically does is that it calculates the earnings 
per share or EPS of the firm. This is done as a 
convenience, since so many investors want to 
see the profits on a per share basis. Otherwise 
investors would have to dig up the information 
on a number of shares that the firm has outstand-
ing. C. H. Robinson earned 3 dollars 74 cents per 
share in 2020.

It is tempting to think that as a C. H. Robinson’s 
shareholder you have acclaimed 3 dollars and 74 
cents in cash for each share you hold. But you 
actually do not. The income statement tells you 
what the accounting measures of profit are, but 
the truth is that accounting measures of profit are 
not equal to cash. This is because most accounting 
is done under the principle of accrual.

Accrual refers to one particular set of proce-
dures for recognising revenue and expenses. Busi-
ness transactions get pretty complicated, and 
we need a set of simple rules for making sense 
of these transactions. Accrual is the most popu-
lar way to do this [2]. But one of the costs of its 
flexibility and simplicity is that accrual-based 
measures of income and expenses are not equal to 
the actual cash payments going into and coming 
out of the transportation firm. For example, sup-
pose C. H. Robinson makes a deal to sell a million 
dollars of transportation services over the next 
three years to a company that operates a home 
office on its outlets. Talk about a seller business. 
Under the principle of accrual C. H. Robinson can 
record the entire one million dollars in sales now 
as soon as it has the signed sales agreement. The 
accounts at C. H. Robinson do not have to recog-
nise the revenues immediately, but they can if they 
want to. The sales numbers do not necessarily tell 
you about the money flowing into and out of the 
transportation company. Needless to say, inves-
tors are really interested in knowing how much 
cash is being generated by the transportation 
company. Veteran business owners and anyone 
who has ever started the transportation business 
know that companies generally go out of busi-
ness because they run out of cash, not because 
they do not necessarily make accounting profits. 
Fortunately, there is another financial statement 
that addresses the need to know about cash. It is 
called the statement of cash flows [6].

2. Results and Discussion
The purpose of this section is to simply give in-
vestors a clearer picture of how much cash the 
transportation company is taking in, and how 
it is using cash. Investors use the statement of 
cash flows primarily to see whether the trans-
portation company is bringing in more cash 
than it is spending. Happiness is positive cash 
flow. First, note that on the statement of cash 
flows the transportation company’s use of cash 
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is broken down among operations, investing and 
financing. One thing that is always worth check-
ing is to see whether the transportation compa-
ny’s operations, the things that it is actually in 
business to do, are bringing in more cash than 
they use. For C. H. Robinson this cash flow from 
operations were net cash provided by operating 
activities of just over a billion dollars. Also, at 
the bottom of the statement we can see whether 
the company as a whole increased or decreased 
its holdings of cash. Some investors use the 
statement of cash flows quite intensively, but 
nearly all investors find two pieces of financial 
information particularly useful.

The first piece of information is the deprecia-
tion and amortisation expense which is counted 
as a production expense on the income state-
ment. Depreciation and amortisation attempt to 
keep every company honest about the fact that its 
factories and equipment are wearing out and will 
have to be replaced some time. Using up these real 
assets is a real economic cost but not one it causes 
any money to change hands. If a transportation 
company reports a depreciation expense, its earn-
ings fall but its cash is not actually affected [8].

The second item on the statement of cash flows 
that most investors like to know is called free cash 
flow. This does not directly appear on the state-
ment of cash flows but it can be calculated directly 
and easily from it. Free cash flow measures how 
much cash the firm could be returning to share-
holders. It is the cash flow analogue to net earn-
ings on the income statement. Analysts like to 
calculate free cash flow in different ways but nearly 
everyone starts with cash flow from operations and 
then subtracts off capital expenditures, which is 
usually the first item in the section on cash flows 
from investing activities. Capital expenditures 
are purchases of real assets like equipment and 
factories. Given how most financial statements 
are laid out, cash flow from operations and capital 
expenditures are almost always next to or at least 
close to each other. For C. H. Robinson we know 
that cash flow from operations is 1.057 billion. 
And just below it is an item for purchases of plant 
assets, which is 315 million dollars. The numbers 
in parenthesis do indicate that it is an expense. So, 
our basic measure of free cash flow for C. H. Rob-
inson is 1.057 minus 315 or 742 million dollars.

Notice that for C. H. Robinson there is a fairly 
close correspondence between the accounting 

measure of profit —  net earnings —  and the cash 
measure of profit —  free cash flow. But again, given 
the differences between accounting principles in 
cash flow, this is not necessarily the case for any 
given company. Many investors will do all the 
same things to free cash flow that they do with 
earnings. Especially, though they are divided up 
by the number of the shares in the firm to get the 
free cash flow per share. The income and cash 
flows of the firm are important, but if we stop 
there, we leave out an essential part of the firm’s 
financial story [4].

Transportation firms issue financial assets in 
order to borrow money from investors, so they 
can buy real assets —  rail roads, trucks, ships, etc. 
The financial statement that lasts —  the balance 
sheet —  tells part of the story. A balance sheet is a 
snap shot of the transportation company’s assets, 
liabilities and equity at a point in time. We use the 
term assets for anything the firm owns and liabili-
ties for what the firm owes to other parties. Equity 
or net worth is the difference between assets and 
liabilities. It tells you in accounting terms what 
the entire company is worth. On C. H. Robinson’s 
balance sheet it had about 3.3 billion dollars in 
assets and just over 1.8 billion dollars in liabilities 
as of March 2020. That implies that C. H. Robin-
son’s equity was 2.2 billion dollars.

Many investors also refer to balance sheet eq-
uity as book equity where the book in question is 
the company’s accounting books. The term book 
value of the company makes clear that we are 
talking about the accounting value of the firm’s 
equity from the balance sheet rather than the 
market value of the company [7].

We have seen the financial statements and 
learned about the basic information they contain. 
The financial statements already contain a lot of 
information about a firm’s performance, numbers 
such as EBIT, free cash flow, net earnings and net 
worth, all tell essential information that helps us 
understand the company. But there is a lot more 
we can do with these numbers. In fact, there are 
entire university courses and entire books on 
financial statement analysis. Our goal is to give 
what is considered to be the most important fi-
nancial ratios that nearly all investors know and 
use to help them pick stocks. Each ratio represents 
an entire category of ratios that are designed to 
measure some crucial aspect of a company’s fi-
nancial performance.
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The first category of financial ratios are called 
liquidity ratios. Liquidity ratios measure whether 
a company has enough money to pay all the bills 
coming due. A standard liquidity ratio is the cur-
rent ratio which is defined as current assets over 
current liabilities (Formula 1).

      
� assets

ratio
liabilities

C
C

C
=   (1)

The word current here is an accounting term 
that means that it comes due within the next 
twelve months. The current ratio says how many 
dollars of current assets the transportation com-
pany has for each dollar of current liabilities, or 
in other words, how many dollars the company 
thinks it will receive in payments over the next 
year divided up by the number of dollars of bills 
it thinks it will have to pay during the next year. 
C. H. Robinson has current assets of 1,687 million 
and current liabilities of 2,065 million. These 
numbers give a current ratio of about 81.07. This 
means that C. H. Robinson currently has about 
87 cents in short-term assets for each dollar of 
liabilities that it expects to have to pay during the 
current year. These short-term assets should be 
converted to cash within the next twelve months. 
For transportation firms like C. H. Robinson the 
current ratio can be a bit misleading because in-
ventories make up a lot of the firm’s current as-
sets. For example, C. H. Robinson has 724 million 
dollars in inventories which is almost half of its 
current assets. But it may be hard to liquidate in-
ventories in a hurry, and if the company is forced 
to do that, it may have to sell the inventories of 
trucks and ships at very low prices.

For many transportation companies analysts 
also calculate a related liquidity ratio called the 
quick ratio. The quick ratio still puts current liabili-
ties in the denominator, but the numerator only 
contains cash, securities and accounts receivable 
(Formula 2).

  

( ),�� ,� �
�ratio

liabilities

cash securities accts receivable
Q

C
=

 
 (2)

Accounts receivable, by the way, is the amount 
of money that C. H. Robinson’s customers owe 
it for the services that they have purchased. 
For C. H. Robinson we calculate the quick ratio 
this way: cash and investments are 254 million 

dollars and accounts receivable are 512 million 
for total of 766 million dollars. Then we divide 
766 million by the total current liabilities of 2,065 
million. And this gives us a quick ratio of 0.371 or 
37.1 cents in cash, securities and accounts receiv-
able for every dollar in current liabilities. What do 
these financial ratios mean? Taken by themselves, 
we do not really know whether these ratios are 
good, bad or indifferent. That is because these 
ratios have very little meaning by themselves. 
They are really to be used by comparison with 
other firms’ ratios.

The next set of ratios are leverage ratios. Lev-
erage measures how much the firm is borrowing. 
Leverage is a two-edge sword. A bit leverage can 
do you good, but too much leverage is just plain 
dangerous. That goes for companies as well as 
individual investors. There are lots of ways to 
measure leverage. Although some investors like 
to use debt-to-equity ratios, we tend to prefer 
leverage ratios expressed as total assets over total 
equity (Formula 3).

     
� assets

ratio
equity

T
L

T
=

 
 (3)

C. H. Robinson’s total assets are 6,276 million, 
and their equity is 929 million. That means that 
total assets over total equity is equal to 6,276 di-
vided by 929 or 6.76. This means that every dollar 
of equity supports 6 dollars and 76 cents of assets. 
This view gives you a very clear idea of the extent 
of the leverage and what it is being used for. You 
can still take this number and deduce that for 
every dollar of equity that the shareholders have 
contributed along the lines, the managers have 
borrowed another 5 dollars and 76 cents. The next 
category of ratios is the profitability ratios. One of 
the profitability ratios that most investors look at 
is the operating margin which is defined as EBIT 
divided by sales (Formula 4).

  
�margin

EBIT
O

sales
=   (4)

EBIT is also called operating income which is 
the connection to operating margin. This ratio 
simply tells us what fraction of each dollar of 
sales goes to operating income. It is clear that 
this is the profit margin. C. H. Robinson’s EBIT 
is 673.3 million. Its sales are 16,207.1 million. So, 
the operating margin is 673.3 divided by 16,207.1 
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gives 0.041. That means that 4.1 cents of every 
dollar of sales is operating profit.

Now we will move on to efficiency ratios. Ef-
ficiency describes how well a company utilizes 
its assets. One of the main efficiency ratios is 
called the asset turnover ratio, which is defined 
as sales divided by total assets. Note that many 
financial analysts use average total assets and the 
denominator of that ratio (Formula 5).

     
�ratio

assets

Sales
AT

T
=   (5)

C. H. Robinson’s sales were 16,207.1 million, 
and the total assets which we saw in the leverage 
calculation were 5,144.3 million. This makes the 
asset turnover ratio equal to 16,207.1 divided by 
5,144.3 or 3.15. This is literary saying that every 
dollar of C. H. Robinson’s assets produces 3 dollars 
15 cents of sales per year.

Finally, the best financial ratios that every in-
vestor wants to know right after bet are ROA and 
ROE which are return on assets and return on eq-
uity. These are so called performance ratios. They 
try to measure in an accounting sense the return 
that different investors would get by lending a 
dollar to the company. First, let us start with ROA. 
This is defined as EBIT minus taxes, their quantity 
divided by total assets. The numerator measures 
the profits that are available to be distributed to 
both the bond holders and to the stock holders 
of the company (Formula 6).

          
�

assets

EBIT taxes
ROA

T

−=
 

 (6)

In fact, ROA calculates the return you would 
earn again measured in accounting terms and 
not market terms if you finance a dollar’s worth 
of the company’s assets by buying both the com-
pany’s corporate bonds and its stock. ROA assumes, 
moreover, that you finance the company by buy-
ing its stock and bond in the same proportions 
as the company has listed on its balance sheet. 
So, for C. H. Robinson you are buying about five 
dollars and 76 cents worth of bonds for every dol-
lar you buy of stock. EBIT once again was 628.3 
million. Taxes paid were 398 million. This makes 
the numerator equal to 230 million. Then total 
assets once again 5,144.3 million. So, the ROA 
ratio is 230 divided by 5,144.3, which gives 0.045 

or 4.5%. Finally, let us do ROE. ROE is defined as 
net income over equity (Formula 7).

  
� incomeN

ROE
equity

=   (7)

C. H. Robinson’s net income was 844 million. 
And its equity was 929 million. This makes the 
ROE ratio 844 divided by 929, which gives 0.909 
or 90.9%. That seems really high. Is it realistic? To 
answer that, we really need to compare C. H. Rob-
inson’s ROE to the ROEs from a similar set of 
companies such as Brambles or Orient Overseas. 
C. H. Robinson’s financial ratios have very little 
meaning by themselves. They are really meant 
to be compared with other firms’ ratios. In order 
to use financial statement analysis to help you 
pick stocks, you will have to select a set of simi-
lar firms and then compare ratios. If one firm’s 
ratios are impressive relative to its peers, then it 
is probably worth doing further analysis on it to 
see whether it is worth adding to your portfolio. 
Let us do this comparison on ROE for C. H. Robin-
son. If you go to about any financial website and 
look up C. H. Robinson, the site will probably list 
that C. H. Robinson is in a transportation sector. 
What we can do is look up several firms from this 
industry that seem likely they would be simi-
lar to C. H. Robinson and compare their ratios to 
C. H. Robinson’s. One way to choose similar firms 
is to find a list of companies in the industry sorted 
by market capitalisation. According to companies-
marketcap.com, the top performing transportation 
companies globally by market capitalization are 
shown in Table 1.

Market capitalisation is a measure of market 
value equal to the current stock price times the 
number of shares outstanding. Most financial web-
sites will list companies in order of market capi-
talisation which will also help you choose firms 
that are similar in size. This is useful, because 
none wants to compare C. H. Robinson either with 
a company that is many times larger or smaller.

3. Conclusion
It does not seem likely the transportation firms 
would have that much in common. Note that 
C. H. Robinson is a pretty big firm but by no 
means the biggest. There are several firms on 
the list that are about the same size as C. H. Rob-
inson and also seem to be in about the same 
line of business. For example, Old Dominion 
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Fright, Expeditors, and Knight-Swift —  all de-
liver transportation services like C. H. Robin-
son does. We will compare C. H. Robinson to 
these companies. For ROE, we see that among 
the firms that are C. H. Robinson’s peers there is 
certainly some healthy ROEs. But C. H. Robinson 
by far has a much higher ROE than these firms. 
Based on some experience looking at companies, 
C. H. Robinson’s leverage ratio seems pretty high. 
It means C. H. Robinson uses so much debt. It is 
explained by the fact that the firm has been able 
to support that debt so far due to fiscal stimulus 
during the corona-crisis. The next step would be 
going on to doing more research to measure how 
C. H. Robinson is actually currently valued in the 
market. It could be that C. H. Robinson already 
has a price that reflects its relatively high ROE. 
It is worth to learn a lot more about the products 
that C. H. Robinson and the subsidiaries intend 
to roll out in the coming months and years. In 
other words, it is a good start on finding an in-

teresting company, but nowhere near the point 
where everyone is confident enough in its future 
success to put money on the line.

Hopefully, this article helps investors feel 
more comfortable around the company’s financial 
statements. We have learned the basic financial 
ratios that help us judge the performance of dif-
ferent companies and seen that the way to use 
ratios is to compare one firm to a group of its 
peers. Though there is no one single ratio that 
identifies good companies, ROE is a good starting 
point for noticing strong performers. Once you 
find the company that interests you, look over 
major ratios to really get a feel for its financial 
performance, and do not forget to look into the 
stories behind the numbers like why C. H. Rob-
inson uses so much leverage, and what kinds of 
new products it will bring to market in the com-
ing years. These stories are really where you will 
discover the information that will convince you 
to invest or not to invest.
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10.04.2021).
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