
How To Read A Financial 
Report

Lesson 3
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The previous year’s financial report, and Profit and 
Loss Account. (P&L’) is usually found at the beginning 
of the company report, after statements from the 
Chairman and CEO.

You might also find it in financial reports from 
independent financial companies like Bloomberg.

You will find additional details in the financial 
reports at the end of the company report.

Depending on the role you are applying for, and your 
level of seniority, you can use the report in different 
ways. 

We will focus on how to use the P&L to assess how 
the company is performing, and what the 
company’s key priorities are for the coming year. 
And then how to develop your own questions for the 
interview.

Reading Financial Reports
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"My policy is reading every annual 
report in sight that can further my 

knowledge about anything” 

Warren Buffet

In the following example, we provide a financial 
summary from the Esprit company report,  and will 
explain the definition of terms used in a retail 
brand’s Profit and Loss account.

We will then show you how to read the report to 
draw conclusions about the company’s recent 
performance.

In this example, you should certainly be asking some 
questions in the interview about the reasons for the 
poor performance, and what plans the company has 
to turn it around!
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P&L Definitions
Whilst definitions for the terms used in a P&L do vary a little 
from company to company, most of the below are standard .

       Revenue
   Sales, turnover, or income generated

       Controlled space
  Stores and Concessions run by the company and controlled by them. Excludes 
franchise

                                  Gross Profit Margin
  Sales minus the cost of sales (cost of production and purchasing the products                     
including some logistics charges

        OPEX

   Operating costs : The costs of all personnel, logistics, marketing , IT etc

                      Exceptional items/costs
Costs which are made on a one off/exceptional basis. For example , major 
restructuring including store closures and redundancies

        LBIT
                              Loss before interest and tax. EBIT is earnings (or profit) before interest or tax 

                     
                     Net Profit or Loss

           
    Gross profit margin minus opex and minus exceptional costs
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● In this example revenue 
has dropped by 12.9% 
compared to the 
previous year in local 
currency (without any 
impact from exchange 
rates). 

● However, the cost of 
making those goods 
has only dropped by 
11.1%. 

● This has resulted in a 
gross profit that is 
performing worse than 
sales at -14.7% A very 
bad sign.

● Whilst costs (OPEX) 
have been kept under 
control, and have been 
reduced by 16.6% 
compared to the 
previous year, 
unfortunately, this is 
not enough. 

● Total costs of 7088 are 
more than the Profit 
made of 6501. 

The company is therefore 
making a loss. 

P&L Analysis
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EXERCISE

Company Research and Financial 
Reports

You will need 30-45 mins to 
complete this exercise. You need 
access to the Internet via phone, 
tablet or computer. 

Select a key competitor of your 
choice, or a company that you are 
interested in working for, to 
research.

Search for the company online. 
Download the financial report & 
company report.

Download the question checklist 
and ensure that you find answers 
to all the questions.
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Exercise Questions 
Checklist

How is the company 
performing  - last year 
and the last 3 years

What was the 
company turnover? 
What was the 
company profit?

How is the company 
structured?
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What are the 
company’s strategic 
goals? 

What are their growth 
plans? 

What challenges do 
they face? 

Exercise Questions 
Checklist
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Who are their 
competitors? 

What does the 
company’s brand 
stand for – values and 
brand essence? 

What is the 
company 
culture/company 
values?

Exercise Questions 
Checklist
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Company Research Notes
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Notes
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