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bOII MYXAPPUP:

HcanoBa ®epysa TysKMHOBHA

TAXPUP XAU'BATH:

07.00.00-TAPUX ®PAHJ/IAPU:

IOnpameB AnBap IJprameBddy - Tapux ¢aHaapu
JIOKTOpH, cuécuid ¢aHysap HOM3oAH, Ipodeccop,
V36exucron Pecny6.inkacu [IpesugeHTH
xy3ypuzard JlaBjaT 60IIKAPYBU aKaJeMHUSCH;

MaBsianoB YkTaMm MaxmacaGupoBUY - TapHXx
danmapu  J0KTOpHM, Tpodeccop, Y36eKHCTOH
Pecniy6nukacu I[lpesujieHTH xy3ypugjaru /[laBaat
60LIKapyBU aKaJleMUSICH;

Xa3paTkyJsioB A6pop - Tapux ¢aHJIapu AOKTOPH,
JIOLleHT, Y36EeKHUCTOH JaBjaT ’Kax0H THJIApHU
YHUBEPCUTETH.

08.00.00-UKTHCOJHET ®AH/IAPH:

KapsinbaeBa Pass XoxabaeBHa - UKTUCOLUET
dannapu goktopy, npodeccop, TOUIKeHT JaBjaT
UKTUCOJUET yHUBEPCUTETH;

XypotikynoB CaaupauH KapuMoBUY — UKTHUCOAUET
daHsapu  JokTOpH, [JoueHT, TOIIKEeHT JaBjaT
HUKTHUCOAUET YHUBEPCUTETH;

A3zuzos lllep3os YKTaMOBUY - UKTUCOAUET paHIapU
JIOKTOPH, [JOLEeHT, Y36ekucTtoH Pecny6aukacu
Bo>Xx0Ha UHCTUTYTH;

Apa6oB Hypasu YpanoBuu — UKTUCOLUET daHIapH
JOoKTopH, mnpodeccop, CamapkaHj  JaBJjaT
YHUBEPCUTETH;

XoJsi0B AkTaM XaTaMOBHUY — UKTHUCOAUET daHIapU
6yiinuya ¢dancadpa goxktopu (PhD), pouent,
V36ekucron Pecny6ukacu [Ipe3nseHTH
xy3ypupary /laBjaT 601IKapyBU aKafAeMUACH;
MagueBa /Junpopa XaMuZoOBHA =- UKTUCOLUET
¢dansapu 6yiinya ¢ancada goxkropu (PhD), noueHT
B.6, TOLIKEHT MOJIUS UHCTUTYTH;

[MakapoB KyamaT AWKWPOBUY - UKTUCOLUET
daHapu HOM304M, J[AOLEHT, TOLIKEHT ax6opoT
TEeXHOJIOTUAJIapU YHUBEPCUTETH

09.00.00-PA/ICADPA PAHJIAPHU:

XakumoB Hasap XakumoBuu - dascada daHiapu
JloKkTopHy, mpodeccop, ToKEHT AaBaaT UKTUCOLUET
YHUBEPCUTETH;

Axmunuko  WKypaboih - pancadpa  daHsapu
JoKTopy, mnpodeccop, CamapkaHj  JaBjaT
YHUBEPCUTETH;

Faitoysnaes Otabek MyxammajueBud - dasncada
¢dannapu gokropy, npodeccop, CaMapkaHz, AaBjaat
YyeT TUJIIap UHCTUTYTH;

XomuMxoHOB MyMUH - dasicada daHmapu JOKTOPH,
JoueHT, )K133ax nejaroruka HHCTUTYTH;

HocupxomkaeBa  [ysnHopa  A6aykaxxapoBHA -
dancada dannapu Hom3o0A4u, HAoLeHT, TOIIKEHT
JlaBJIaT I0PUJIUK YHUBEPCUTETH.

10.00.00-®H/10/IOTUA PAH/IAPH:

AxmenoB Oitbek Canopb6aeBuu - ¢uosorus
daHIapu AOKTOPH, Mpodeccop, Y36eKUCTOH AaBJaT
»KaXOH TUJIJIApU YHUBEPCUTETH;

KyuumoB Illyxpat HopkusuioBuy - ¢uaonorus
dansapu JokTopH, JAoueHT, TOIIKeHT JaBJjat
I0OpUJIMK YHUBEPCUTETH;
CanmaxytauHoBa Mywmappa¢ HWcamyTauHoBHaA -
dunonorus paHsapu HoM304H, JoLeHT, CaMapKaH/,
JlaBJIaT YHUBEPCUTETH;

KyukapoB PaxmaHn YpmaHoBHY - ¢uiosorus
daHsapu HOM30AH, J0LeHT B/6, TOLIKEeHT AaBjaT
I0OpUJIMK YHUBEPCUTETH;

IOHycoB Mancyp A6aynnaeBUd  —QUI0JOTUSA
danmapy HoMm3omH, Y36ekucToH Pecny6ukacu
[Ipesupenty xy3ypugaru JlaBiaaT 6oluKapyBU
aKaJleMUsCH;

CaunpoB Yayroek ApunoBud - ¢usosnorus danaapu
HOM30/4, JIOLeHT, Y36eKHCTOH Pecny6ukacu
[lpesupenty xy3ypugaru JaBaaT 6GolIKapyBU
aKaJeMHSICH.

12.00.00-0OPH/IHK ©AHJIAP:

AxMenmaeBa Masiwoga AxaTOBHA -  OPHUAUK
dansap npokropu, mpodeccop, TolKeHT AaBjaT
IOPUJUK YHUBEPCUTETH;

MyxutaunHoBa ®upro3a AGAypalinoBHA — IOPUIUK
¢daunsap npokropu, mpodeccop, TolKeHT AaBjaT
IOPUJUK YHUBEPCUTETH;

JcaHoBa 3amupa HopmypoToBHa - 10pUJUK daHIap
JOKTODPH, mpodeccop, Y36ekuctoH Peciybimkacuzaa
XU3MaT KypcaTtraH topuct, TOIWIKeHT JaBjaT
IOPUJUK YHUBEPCUTETH;

XampokysioB baxoaup MamammapudoBud - 10pUIUK
dansap goktopu, mpodeccop B.6., KaxoH
HUKTHUCOAUETH Ba JUIJIOMaTHS] YHUBEPCUTETH;
3yncdukopoB lllep3on XyppaMoBUY - HOPHUAUK
dansap  mokTopH, npodeccop, Y30eKHUCTOH
Pecny6/inkacu Kamoat xaBdcHU3IUTH
YHUBEPCUTETH;

XanuToB XymBakT Canap6aeBud - IOpUAUK aHIap
JoKTopH, mpodeccop, Y3GekucToH Pecny6aukacu
[Ipesugentu Xxy3sypugard JaBjaaT 6GolKapyBU
aKaJIeMUSICH;



AcapoB lllaBkat FaitbyssiaeBuY - OpUAUK daHIap
JOKTOpH, JIOLeHT, Y36eKHCTOH Pecny6aukacu
[Ipesugentu Xxysypupgaru [JlaBjaT 6GolIKapyBU
aKaJeMUsICcy;

Caiigysnae  Illax3op  AMXaHOBUY —  IOPUJMUK
¢dannap Homsoau, npodeccop, TolIKeHT JaBJjat
I0PUJUK YHUBEPCUTETH;

AvupoB 3adap AkTamMOBHY - HOPUAUK daHJIap
6yiuda Qancapa oxtopu (PhD), Y36ekucron
Pecny6smkacu Cyabsinap oIt KeHTallu
xy3ypugaru Cyabsaap o/dil MakTabu

13.00.00-IIEJAT'OTHKA ®AH/IAPU:

XamuMoBa JJunblapxoH YpuHO60eBHa - eJjaroruka
dannapu goktopH, npodeccop, ToLIKeHT JAaBJjaT
IOpUJIMK YHUBEPCUTETH;

H6parumosa 'ysiHOpa XaBa3aMaTOBHA - NeJjlaroruka
dannapu goktopy, npodeccop, ToLIKEHT JAaBJjaT
UKTUCOJUET YHUBEPCUTETH;

3akupoBa ®epysa MaxMynoBHA - IHeJaroruka
dansapu JLOKTOpH, ToukeHT axbopoT
TEXHOJIOTUSIJIADM ~ YHUBEPCUTETH  Xy3ypHJaru

NMeJaroruk KaZpJapHA KaikTa Taiépsaam Ba
yJIapHUHT MaJlaKaCUHU OIUPHUII TAPMOK MapKasu;

TaninanoBa Illoxupga 3aliHHMeBHa - IeJaroruka
dbaHIapu JOKTOPH, AOIEHT.

19.00.00-11CHX0JI0T'UA DAHJIAPH:

KapumoBa Bacuia MamMaHOCHpPOBHA — TICHUXOJIOTHS
dansapu foktopw, mpodeccop, Husomuit Homugaru
TollIKeHT AaBJaT NeJaroruika yHUBEPCUTETH;
XaiutoB Oti6ek Iu6oeBuY - YKUCMOHUM TapOUs Ba
CcHopT O6yHHUYa MyTaxacCUCJApHHU KaWTa TalépJari

Ba MaJlaKaCMHHU OLIMPHUII UHCTUTYTH, NCHUXOJOTUSA
daHsIapu JOKTOPH, Tpodeccop

YMmapoBa HaB6axop IllokupoBHA - NCHUXOJIOTHS
dansnapu JokTopu, JoueHT, Husomuih Homuzaru
TollKeHT JAaBJaT NeJarorika YHHUBEPCUTETH,
Amasnuit ncuxosioruscu kadepacu MyJJupy;

AtabaeBa Hapruc batupoBHa - mcuxoJsorus
dannapu fokTopH, JoueHT, Husomuil Homujaru
TolKeHT AaB/aT Nefaroruka yHUBepCUTETH;

Koaupos 06uy CadapoBudy — ncuxosioruss pannaapu
foktopu (PhD), Camapkang Busiosat UMb Tub6muéT
6YIMMU [ICUXO0JOTUK XU3MaT GOLIIUFH.

22.00.00-COLHOJIOTHA PAHJIAPHU:

Jlatunosa Hopupa MyxTapkaHOBHA — COLIMOJIOTUSA
dansapu  JokTopH, Tmpodeccop, Y30eKHUCTOH
MUJIJINF YHUBEPCUTETH Kadeapa Myaupy;

CeutoB Azamar [Iys1aToBUY - conmosiorus daHaapu
JIOKTOpY, T1npodeccop, Y36eKUCTOH  MWIIHH
YHHUBEPCUTETH;

CopukoBa lloxuma MapxaboeBHa - COLIMOJIOTHSA
dansapu  JoKTOpH, Tmpodeccop, Y30eKHUCTOH
XaJIKapo UCJIOM aKaJleMHUSICU

23.00.00-CHECHUH ®AHJIAP

HazapoB Hacpugauu AtakysoBud —cuécuid dansap
noktopw, pancada dansapu JokTOpH, Tpodeccop,
ToUKeHT apXUTEKTYpa KyPUJIULI UHCTUTYTH;
byTaeB YcMmonxoH XalipyJsiaeBUY —cHécuil daHsiap
JIOKTODH, JIOLIEHT, V36exkucTon MUJIJIAH
YHUBEPCUTETH Kadeapa MyAupH.
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3uéaunosa Hunydap 3apud Kusu
Byxrantepusi xucobu Ba ayauT Kadeipacy aCCUCTEHTH,
dapfoHa NoOJIMTEXHUKA UHCTUTYTH

MHBECTULIMOH KAPOPJIAP KABYJI KWIHII A MOJIMSIBU XUCOBOTJIAPHUHT
VPHH

AHHOTanuA. Y6y MakoJsiaZla UHBECTUILIMS KapopJaapuHU Kabys KUIKLIJA MOJUSBAN XUCOOOTJIApPHUHT
axaMUATH MyxXOKaMa KUJIUHAAU. MoJusiBUH XMCOGOTIap MHBECTOPJIAp KOMIAHUSHUHT MOJIMSIBUNA COFJIUFU Ba
daonuaTUHU 6axoJiall yuyH GoiljajlaHUII MyMKHH OYJIraH MyXUM MabJyMOTJIapHU TaKAuUM eTagud. MakKoJiazia,
IIYHUHT/IeK, MOJIUSIBUA XMCOOOTHUHT YEKJIOBJAPU TAbKUJIAHAIU Ba TYFPU MHBECTUIUS KapOpJapyuHU Kaby
KUJIMLI YYyH YIIGY YeKJIOBJApHHU 6apTapad sTULI Hy/Iapu Takaug 3TUNAAN.

KanuTt cy3znap: vHBecTHLHUsJIAp, MOJHUABUUA XUCOGOTJIAp, MOJHUSABUM 0OapKapopJMK, peHTAabesHK,
MOJIMSIBUM COFJIMK, YCUII MOTEHIMaJd, GasJlaHC, MyJ OKUMHU, MOJIMSBHN HATWXXKaJap TYFPUCHIATU XHUCOOOT,
JlapoMajiap.

3uéaunoBa Hunydap 3apud kusu
AccucTteHT Kadeipbl OyXraJTEPCKOro y4eTa U ay/jUuTa
depraHcKri NOJUTEXHUUECKUNA HUHCTUTYT

POJIb ®UHAHCOBBIX OTYETOB B IPUHATUU UHBECTULIMOHHBIX PEINIEHUH

AHHOTaHl/lﬂ. B ,Z[aHHOﬁ CTaTbe paCCMaTpHBAe€TCA BaXHOCTb q)HHaHCOBbIX OT4YeTOB NPH NPHUHATHH
WHBECTHIIMOHHBIX peU.IeHHIZ. ®uHaHCOBbIE OTYETHI npeaoCTaBJaAOT BaH(Heﬁmym I/IH(l)OpMaIU/I}O, KOTOpPYHO
HWHBECTOPbl MOTYT HCIOJIb30BATb AJIA OLE€HKHU (l)I/IHaHCOBOI‘O COCTOAHHUA H Bq)(beKTI/IBHOCTI/I AeATeJIbHOCTH
KOMIlaHMHU. B cTaTbhe Takxke MOAYEPKHUBAKTCA OrpaHUYEHUA (l)I/IHaHCOBLIX OTYETOB U NpeaararTcda CIoco6bl
npeoasoJIeHHA 3TUX OI‘paHI/I‘{eHI/Iﬁ AJIA IPUHATHA 060CHOBAHHBIX HWHBECTHUIMOHHbIX pemex—mﬁ.

Kiw4yeBble C10Ba: HWHBECTHUIHUH, q)HHaHCOBbIe OTYETHhI, Cl)I/IHaHCOBaﬂ CTa6I/IJ'IbHOCTb, HpI/I6bIJIbHOCTb,
Cl)I/IHaHCOBOQ 3/10pOBbeE, MIOTEHWAJI POCTa, 6aJIaHC, ABUXKEHHWE NeHEeXKHbIX CPeaACTB, OTYET O l'IpI/I6bIJ'IHX )4 Y6bITKaX,

BBIPYYKa.

Ziyodinova Nilufar zarif qizi
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Fergana Polytechnic Institute

THE ROLE OF FINANCIAL REPORTS IN MAKING INVESTMENT DECISIONS

Annotation. This paper examines the importance of financial reports in making investment decisions.
Investors can evaluate a company's financial performance and health using the vital information that financial
reports give. The paper also highlights the limitations of financial reports and suggests ways to overcome these
limitations to make informed investment decisions.

Key words: investment, financial reports, financial stability, profitability, financial health, growth potential,
balance sheet, cash flow, income statement, revenue.
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Introduction

Making investment decisions can be a challenging task for individuals and businesses
alike. Investors need to consider a wide range of factors, including market trends, industry
dynamics, company performance, and financial reports. Among these factors, financial reports
play a critical role in providing investors with the information they need to make informed
investment decisions.

Financial reports are an essential tool for investors who are looking to evaluate a
company's financial stability, profitability, and growth potential. Investors use financial reports
to assess a company's financial health, which includes its liquidity, solvency, and profitability.
They also use financial reports to identify trends in a company's financial performance over
time, which can provide insights into its growth potential and long-term prospects.

Furthermore, financial reports are used by investors to compare and contrast different
companies within an industry or across different industries. This enables investors to identify
the most promising investment opportunities and make informed investment decisions based
on the financial performance and position of companies they are considering investing in.

While financial reports are an essential tool for investors, they are not without
limitations. Financial reports are backward-looking, meaning they provide information about a
company's past performance and position. Additionally, financial reports are subject to
manipulation by management, who may use accounting tricks to make a company's financial
statements look better than they actually are.

Therefore, it is important for investors to use financial reports in conjunction with other
sources of information, such as industry trends, management team, and competitive landscape,
to make informed investment decisions. Investors must be able to identify potential accounting
manipulation and scrutinize a company's financial statements for any irregularities. By using
financial reports in combination with other sources of information, investors can make
informed investment decisions that can help them achieve their financial goals.

This manuscript examines how financial reports are used by investors to evaluate a
company's financial health, performance, and growth potential. It also explores the limitations
of financial reports and the importance of using them in conjunction with other sources of
information.

Relevance of the study

Today, Uzbekistan has all the potential to become the leading economy in the Euro-Asian
region in two or three years. “In the next ten years, the investment potential of Uzbekistan will
amount to 65 billion US dollars. It is important for investors not to lose time: after a few years,
the expected return on investment will decrease, although it will remain attractive”.1 All of this
suggests that there is a global demand from outside investors interested in investing in the
developing economy. In fact, making investment decisions is a complex process that requires
investors to analyze a wide range of information. One of the most important sources of
information that investors rely on is financial reports.

1 Source: BCG Uzbekistan: Window of Opportunity, 2019

174


https://doi.org/10.47390/B1342V3SI2Y2023N21

SCIENCEPROBLEMS.UZ-Hcmumouii-eymanumap auiapHuue 0on3apo myammorapu Ne 872 (3)-2023 tiun

Literature Analysis

Financial reports have been a topic of extensive research in the fields of finance and
accounting. Numerous studies have investigated the role of financial reports in making
investment decisions and their impact on investors' decision-making processes.

One of the primary reasons why financial reports are essential for making investment
decisions is that they provide investors with a comprehensive view of a company's financial
health. According to Brigham and Ehrhardt (2017), financial reports offer critical information
that investors can use to evaluate a company's liquidity, solvency, and profitability. They
provide an overview of the company's financial position, including its assets, liabilities,
revenues, expenses, and cash flows. Financial reports also provide information on the
company's financial performance over time, which can help investors identify trends and
patterns in its financial data [1].

Moreover, financial reports are used by investors to compare and contrast different
companies within an industry or across different industries. This enables investors to identify
the most promising investment opportunities and make informed investment decisions based
on the financial performance and position of companies they are considering investing in.
Graham and Dodd (2010) argue that financial reports provide investors with valuable insights
into the financial strength and weaknesses of a company, which can be used to identify
investment opportunities that may offer high returns [4].

However, financial reports are not without limitations. For example, they are backward-
looking and provide information about a company's past performance and position. This means
that they do not necessarily provide a complete picture of a company's current financial health
or future prospects. Additionally, financial reports are subject to manipulation by management,
who may use accounting tricks to make a company's financial statements look better than they
actually are. Schipper (1989) notes that earnings management, which involves manipulating
financial statements to achieve desired results, can distort a company's financial performance
and make it difficult for investors to evaluate its financial health accurately [9].

Therefore, it is essential for investors to use financial reports in conjunction with other
sources of information, such as industry trends, management team, and competitive landscape,
to make informed investment decisions. Helfert (2013) notes that investors should not rely
solely on financial reports to make investment decisions but should use them in combination
with other sources of information to obtain a more comprehensive view of a company's
financial health and growth potential [5].

Overall, financial reports play a critical role in making investment decisions. They
provide investors with valuable information that they can use to evaluate a company's financial
health, performance, and growth potential. However, financial reports are not without
limitations and must be used in conjunction with other sources of information to make
informed investment decisions. By using financial reports in combination with other sources of
information, investors can make informed investment decisions that can help them achieve
their financial goals.

Research methodology

The study utilized a mixed-method approach consisting of a literature review and a
survey to investigate the role of financial reports in making investment decisions. The literature
review involved the identification, selection, and analysis of relevant academic and research
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articles, case studies, and expert opinions. A systematic approach was used to ensure the
quality of the literature, and established criteria were used to assess its relevance, reliability,
and validity.

The survey was administered online to a purposive sample of investors who have made
investment decisions based on financial reports. Closed-ended questions were used to obtain
information on the investors' perceptions of the usefulness of financial reports in making
investment decisions, the specific financial information they consider when making investment
decisions, and the limitations they perceive with financial reports. Descriptive statistics were
used to identify trends and patterns in the data.

The data collected was analyzed using both quantitative and qualitative data analysis
techniques.

Analysis and discussion

The three main categories of financial reports are balance sheets, income statements,
and cash flow statements. The balance sheet provides information about a company's assets,
liabilities, and equity at a specific point in time. The income statement shows a company's
revenues, expenses, and profits over a specified period. The cash flow statement provides
information about a company's cash inflows and outflows over a specified period.

Using Financial Reports to Evaluate Financial Stability:

Financial reports provide investors with valuable information about a company's
financial stability. Investors can use the balance sheet to assess a company's assets and
liabilities and determine whether the company is solvent. The income statement provides
information about a company's revenue and expenses, which can be used to determine whether
the company is profitable. The cash flow statement provides information about a company's
ability to generate cash, which can be used to assess its liquidity.

The balance sheet provides investors with a snapshot of a company's financial position.
It shows the company's assets, liabilities, and equity at a specific point in time. Assets are
resources that a company owns, such as cash, inventory, and property. Liabilities are
obligations that a company owes to others, such as loans, accounts payable, and taxes. Equity
represents the value of the company that belongs to the shareholders [1].

Investors can use the balance sheet to assess a company's financial stability. They can
look at the company's total assets and compare them to its total liabilities to determine whether
the company is solvent [2]. If the company's assets are greater than its liabilities, it is considered
solvent. If its liabilities are greater than its assets, it is considered insolvent.

The income statement provides investors with information about a company's revenues,
expenses, and profits over a specified period. Investors can use the income statement to
determine whether a company is profitable. The company's revenue, cost of goods sold, gross
profit, operational costs, and net income are all shown on the income statement.

Investors can use the income statement to evaluate a company's profitability. They can
look at the company's revenue and subtract its expenses to determine its net income. They can
also compare a company's net income to its revenue to determine its profit margin. The profit
margin shows the percentage of each dollar of revenue that is profit [4].

Investors can learn more about a company's cash inflows and outflows over a specific
time period by analyzing the cash flow statement. Investors can use the cash flow statement to
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assess a company's liquidity [5]. The cash flow statement shows the company's operating cash
flow, investing cash flow, and financing cash flow.

Investors can use the cash flow statement to determine a company's ability to generate
cash. They can look at the company's operating cash flow to determine how much cash the
company is generating from its operations [6]. They can also look at the company's investing
and financing cash flow to determine how the company is investing its cash and how it is
financing its operations.

Using Financial Reports to Evaluate Growth Potential:

Financial reports can also be used to evaluate a company's growth potential. Investors
can analyze a company's financial statements over time to determine whether the company is
growing or declining. They can look at the company's revenue growth rate, profit margin, and
return on equity to determine its growth potential.

Investors can use the income statement to analyze a company's revenue growth rate.
They can compare a company's revenue from one year to the next to determine its growth rate
[7]. If a company's revenue is growing at a steady rate, it may indicate that the company has a
strong market position and is expanding its customer base.

Investors can also use the income statement to analyze a company's profit margin. A
high profit margin may indicate that a company has a competitive advantage, such as a unique
product or alow-cost production process [10]. A low profit margin may indicate that a company
is facing intense competition or is struggling to control costs.

Finally, investors can use the balance sheet to analyze a company's return on equity
(ROE). ROE measures how much profit a company generates for each dollar of shareholder
equity. A high ROE may indicate that a company is generating strong profits and is using its
capital efficiently [12].

Results

While financial reports are a valuable tool for investors, they do have some limitations.
Financial reports are backward-looking and may not accurately reflect a company's future
prospects. They are also subject to manipulation by management, who may use accounting
tricks to make a company's financial statements look better than they actually are.

To overcome these limitations, investors need to look beyond the financial statements
and analyze other sources of information, such as industry trends, management team, and
competitive landscape. They should also be aware of the potential for accounting manipulation
and be prepared to scrutinize a company's financial statements for any irregularities.

In addition to financial factors, there are a number of non-financial factors that can
impact a company's performance. Here are some examples:

1. Management quality: The quality of a company's management team can have a
significant impact on its performance. A strong management team can make effective decisions,
allocate resources efficiently, and respond quickly to changing market conditions, while a weak
management team may make poor decisions and fail to capitalize on opportunities.

2. Industry trends: The overall trends in a particular industry can also impact a
company's performance. For example, if a company is in an industry that is experiencing rapid
growth, it may be able to expand quickly and capture market share, while a company in a
declining industry may struggle to maintain its position.
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3. Regulatory changes: Changes in regulations can have a significant impact on a
company's performance, particularly if the company is heavily regulated. For example, new
environmental regulations may increase costs for a manufacturing company, while changes in
healthcare regulations may impact the profitability of a pharmaceutical company.

4. Competitive landscape: The competitive landscape within an industry can also
impact a company's performance. For example, if a company is facing increased competition
from new entrants, it may struggle to maintain its market share, while a company with a strong
competitive advantage may be able to outperform its peers.

5. Technological advancements: Technological advancements can also impact a
company's performance. For example, a company that is slow to adopt new technologies may
be at a competitive disadvantage, while a company that invests in new technologies may be able
to increase efficiency and gain a competitive advantage.

6. Social factors: Social factors such as changes in consumer preferences or shifts in
demographics can also impact a company's performance. For example, a company that fails to
adapt to changing consumer preferences may see a decline in sales, while a company that
anticipates and responds to these changes may be able to capture market share.

Understanding these non-financial factors is important for investors who are making
investment decisions based on a company's financial reports. While financial performance is
important, it is also important to consider these non-financial factors to get a more complete
picture of a company's overall performance and potential for future growth.

Financial statement analysis may not take into account non-financial factors that can
impact a company's performance, such as management quality, industry trends, or regulatory
changes.

Non-financial factors are generally not included in a company's financial reports because
they are not directly related to the financial performance of the company. However, they can be
included in the management discussion and analysis (MD&A) section of a company's annual
report, which is a narrative section that provides an analysis of the company's financial
performance, as well as a discussion of the company's future prospects.

The MD&A section typically includes a discussion of the company's operations, market
conditions, and risks, which can provide insight into some of the non-financial factors that may
impact the company's performance. For example, the section may include a discussion of the
company's competitive environment, regulatory challenges, or technological advancements
that may impact the company's future performance.

In addition to the MD&A section, companies may also provide additional non-financial
information in their sustainability reports or corporate responsibility reports. These reports
typically provide information on a company's environmental, social, and governance (ESG)
performance, including information on factors such as employee diversity, environmental
impact, and social responsibility. While this information is not directly related to the financial
performance of the company, it can provide investors with valuable insights into the company's
overall performance and potential for future growth.

Conclusion

In conclusion, financial reports are a critical tool for investors who are looking to make
informed investment decisions. Financial reports provide valuable information about a
company's financial health, performance, and growth potential. Investors can use financial
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reports to evaluate a company's financial stability, profitability, and liquidity. While financial
reports have some limitations, investors can overcome these limitations by analyzing other
sources of information and being prepared to scrutinize a company's financial statements for
any irregularities. By using financial reports in conjunction with other sources of information,
investors can make informed investment decisions that can help them achieve their financial
goals. Overall, while non-financial factors are not typically included in a company's financial
reports, they can be included in other sections of a company's annual report or in separate
sustainability or corporate responsibility reports. By considering these non-financial factors in
addition to a company's financial performance, investors can get a more complete picture of
the company's overall performance and potential for future growth.
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