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Company Jia:
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Net Profit Margin=3600/30000X 100%=12%

Total assets turnover=30000/24000=1.25 (times)

Equity multiplier=24000/12000=2

Rate of return on equity of Company Jia=12%X1.25X2=30%

Rate of return on _equity of Company Yi=24%X0.6X1.5=21.6%

Difference of rates of return on equity=30%—21.6%=8. 4%

Difference of rates of return on equity due to difference of net profit margins
= (12%—24%) X0.6X1.5=—10. 8%

Difference of rates of return on equity due to difference of total assets turnovers
=12%X (1.25—0.6) X1.5=11.7%

Difference of rates of return on equity due to difference of equity multipliers

=12%X1.25X (2—1.5) =7.5%
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Answer:

Net profit.margin reflects net profit earned per every Yuan sale. It can summarize
total operating results of enterprise. The greater net profit margin is, the stronger
profitability of the enterprise will have
Total assets turnover indicates times of turnover of total assets in one year. Or
it can illustrate sales revenue supported by each Yuan of total assets. It is an

indicator that reflects enterprise’ s operating capacity.
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Equity multiplier shows asset owned by each Yuan of shareholder’ s equity. It is

an indicator reflecting long—term solvency.

Net profit margin and total assets turnover could reflect operating strategy of

enterprise. Equity multiplier could show enterprise’ s financial policy. For

operating strategy, Company Jia adopts

“Low profit with high turnover”

method,

whereas Company Yi adopts “High profit with low turnover” principle. For financial

policy, Company-Jia deploys higher financial leverage. (5 4})
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