Training Tips, Tricks, & Techniques

Analyzing Rates of Change

Good analysts know the importance of interpreting trends. Toolkit contains several
charts to assist in interpretation. One has to be careful to interpret these charts
correctly. The "Historical Growth Rate Change Graph,” shown below is one of
them.
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As shown below all years prior to
7 2000 have been clicked out as
L outliers. The Historical Sales Growth
~_ is shown to be 10.8%. This can be
repeated for all years of interest.

— It is now a matter to view the data
presented by the Historical Growth
Rate Change Graph and Table. The
decline in growth could result from
internal management problems or
external market conditions. In the
judgment of this writer the feeling is that this company is progressing through
mid-sized stages of growth. Ten years back the sales were just under $2 billion.
In the last years sale have grown to almost $4 billion. This company is approaching
the group of large-sized companies.

The Desired Growth (or minimum acceptable growth) of a company with $3,393.3
million in sales is 8.3%. Recent years growth of 9% and higher is acceptable,
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however, estimates of future Sales Growth must be tempered based on your own
assessment of risk.
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