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Introduction 

t is quite obvious that small or large 

enterprises have to rely on their  ability  to  

attract  equity and debt capital to meet their 

asset financing requirements and other ancillary 

services. The existing or potential investors, 

lenders and creditors of the firm face an identical 

task of assuring themselves that their decisions to 

deal with the firm is  based  on  a  calculated risk. 

Therefore creditors will be more interested in the 

firm's ability to honour its short  term 

indebtedness when they become due whereas a 

shareholder will be more interested in the 

dividends and bonus issues. However, they are all 

interested in assessing the firm's strengths and 

weakness. 
In the light of the foregoing, creditors, lenders 
and investors gauge the firm's ability to meet 
their objectives on the information disclosed in 
the financial statements. A financial analyst 
should be concerned with the identification of 
symptoms (significant trends) revealed by the  
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financial  statements to 
access the  financial 
economic, and managerial 
condition of the firm. He must 
equally identify any major 
changes that have occurred or 
are likely to occur, which 
would invalidate predictions 
based on past trends. The    
underlying    purpose    of    
financial    statements    
analysis    is    to    aid    in    the    
evaluation     of     
management     performance.     
Essentially     the      ratios      
analysis      is included to assist 
in assessing the past 
management performance  
with  reference  to  liquidity, 
leverage or gearing, 
efficiency, profitability and 
equity. Thus, this study is 
therefore  aimed  at  carrying 
out an empirical study on the 
accounting ratios as a 
veritable tool for corporate 
investment decisions: A study 
of selected organizations in 
Delta State with a view to 
identifying the need for 
accounting ratios, in 
enhancing proper investment 
decisions. 
 
Statement of the Problem 
Ideally, a comprehensive 
analysis of current 
performance and financial 
position is normally 
acknowledged as a necessary 
prerequisite to most 

randomly selected using Taro-Yemane 

formula, the sample size from a 

population of 100 is 80 respondents at 

95% confidence level. Data analysis was 

made using simple percentage tables 

and hypotheses were tested using the 

pearson product moment correlation 

co-efficient and the t-test at 0.05% level 

of significance. The  result showed that 

positive and significant relationship 

exists between accounting ratios and 

the study of liquidity position of an 

organization. The result also showed 

that positive and significant 

relationship exist between accounting 

ratios in providing avenue for 

examining the operational efficiency 

of management in an organization. It 

was concluded that accounting ratios 

are necessary for the performance and 

survival of an organization. The study, 

however, recommended that 

organizations should never base 

conclusion on ratio, non-recurring and 

extra-ordinary items whether profit or 

loss should be eliminated when 

computing ratios, interpretation of 

results according to the  general  

business conditions and a host of 

others for effective application of 

accounting ratios for proper 

investment decisions in corporate 

organizations. 

 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
AUG., 2021 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJFRMS 201 

FINANCIAL RESEARCH & MGT. SCIENCE VOL.6 

ISSN: 2773-1040 

important business decisions. In attempting to interpret the 
information disclosed in the financial reports and assessing  
performance  or  predicting the future, it is important to be aware of 
the limitations, imposed by accounting conventions and methods of 
valuation. 
Ratio    analysis    is    the    most     widely     used     technique     for     
interpretation     and comparing financial reports. The use of ratios on 
a comparative basis  can  be  very useful  because they summarize 
briefly relationships and results which are significant to an 
appreciation of critical business indicators of performance. 
This study therefore seeks to investigate accounting ratios as a 
veritable  tool  for corporate  investment decisions. 
 
Objectives of the Study 
The two main objectives of the study are: 
To identify the extent to which accounting ratios enhances the liquidity 
position of an organization. 
To find out whether accounting ratios provide avenue for examining the  
operational  efficiency of management in an organization. 
 
Research Questions 
The following questions were raised to guide the study. 
To what extent does accounting ratios enhance the liquidity position of 
an organization? 
Does accounting ratios provide avenue for examining the operational 
efficiency of  management in an organization? 
 
Research Hypotheses 
For the purpose of this study the following hypotheses are considered 
relevant. 
Accounting     ratios     significantly     help     in      determining     the      
liquidity     position of an organization. 
Accounting ratios     contribute     to     the     operational     efficiency     of     
management in an organization. 
 
Scope of the Study 
The scope of the study comprised of selected manufacturing 
organizations in Delta State located in Warri, Asaba, Ughelli and Sapele. 
The task of this study was on accounting ratios as a  tool for  proper 
investment decisions in corporate organizations. 
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Conclusion 
The   study   examined   accounting   ratios   as   a    veritable    tool    for    
corporate  investment   decisions:   A   study   of    selected    
organizations    in    Delta    State.    The study revealed that positive and 
significant relationship exists between accounting ratios in enhancing 
the liquidity position of an organization. There is also significant and 
positive relationship between accounting ratios in contributing to the 
operational efficiency of management in an organization. 
To conclude, accounting ratios are necessary for proper investment 
decisions in corporate organizations. 
 
Recommendations 
In  view  of  the  findings  and   conclusion   of   the   study,   the   following   
recommendations were proposed for effective utilization of accounting 
ratios by corporate organizations. 
Never base conclusion on one ratio. Several ratios should be examined 
before conclusion  is made. 
Non-recurring and extra-ordinary items whether profit or loss should be 
eliminated when computing ratios. 
Interpret    results    according    to    the    general    business    conditions.    
Double   profit   might   be    an    impressive    performance    but    not    
when    others    are tripling their profits. 
The general effect of inflation requires consideration in financial analysis. 
Accounting   records   are    normally    kept    on    a    cost    basis    (historical    
cost)   increase    in    general    price    levels    are     reflected     in     current     
purchases     and sales   but   no   change   is   made   in    the    recording    
cost    of    fixed    assets.    Under this   condition,   computed   book    value    
is    low.    The    rate    of    return    on    capital for   instance   will   be   high   
in   such   a   situation   because   of   low   fixed   assets valuation than of 
the present value of the assets were used as the base. 
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