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Accounting Ratios 

Liquidity Ratios 

Liquidity ratios are calculated to have indications about the short term solvency of the business, 

i.e. the firm’s ability to meet its current obligations. These are analyzed by looking at the 

amounts of current assets and current liabilities in the balance sheet. These include bank 

overdraft, creditors, outstanding capenses, bills payable, income received inadvance. The two 

ratios included in this category are Current Ratio and Liquid Ratio. 

Current Ratio 

Current ratio is the proportion of current assets to current liabilities. It is expressed as follows: 
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