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ABSTRACT

Business concerns having run into financial crises in recent years were listed (OTC) firms in most cases. Closely overseen by

competent authorities of the government, those firms have enacted quite strict internal control systems and audit systems which have,

nevertheless, still failed to shore those firms up from critical financial crises. There are numerous causes to possibly lead to financial

crises, notably failure in the principal lines, the embezzlement by the management, excessive outward investment or credit

expansion, short-term insolvency, failure in speculation in the stock markets, funneling of corporate interests, excessive indebtedness,

check bouncing or stock price shoring for subsidiaries. How shall we find out alarms of abnormalities through the figures in the

financial statements to remind the management to take right countermeasures in time and, in turn, avert the financial crises and

prevent unnecessary losses and damages in the resources in the society and interested parties? This is a very important lesson to

financial managers today. Business crises are always the focus in the mind of business management and business administration

related scholars. Methods used for business diagnoses are normally classified into three categories, i.e., business characteristic

diagnosis, fundamental management diagnosis and enterprise function diagnosis. The term “business characteristic diagnosis” as

set forth herein denotes analytical studies to probe into enterprises and find out problems. The efforts in fundamental management

diagnosis and enterprise function diagnosis are to diagnose business operation environments, enterprise organization, strategies,

leaders, management functions and enterprise functions. Methods adopted for managerial analyses include: Ratio analysis,

comparative analysis, trend analysis, chart analysis, index analysis, differential analysis as well as analyses into a variety of quantity

models and chances. In practical analysis, choices of appropriate methods depend upon the purposes, characteristics and needs in

the analyses. The Study aims at analyses into five financial aspects (i.e., profitability analysis, growth analysis, productivity analysis,

activity power analysis and stability analysis) to diagnose financial performance in businesses. On grounds of business operation

characteristics, we pick up eighteen major financial items for major financial ratios and weighted average level of the enterprises into

comparative analyses. In turn, we assess whether we could monitor common abnormalities through current and previous financial

statements and thus build sound alarm system of possible financial crises. To verify the practicality of the five financial aspects, we

pick up five cases out of listed, OTC firms to case analyses as well as comprehensive analyses. With comparison in detail, we notice

that eight financial ratios show common alarms of abnormalities, i.e., operating profitability, EPS ratio, earning growth rate,

proprietor equity return rate, total asset return rate, operating fund revolving rate, inventory turnover ratio and net worth ratio.

Further through empirical analyses into three years prior to occurrence of financial crises of the subject cases, a good number out of

the eight common alarms have surfaced, adequately reconciling with the conclusions and facts yielded in the present study. The

conclusions yielded in the present study function as handy reference to academic, financial, industrial spheres, investors, creditors as

well as government organizations in relevant studies and policymaking. In practice, there are still lots of restrictions. At the moment

amidst the prolonged slowdown, entrepreneurs are still subject to heavy risks of financial crises. Further as concluded in the study: It

is imperative to establish the precautious alarms against financial crises.
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