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The gearing ratio is the ratio of the company’s liabilities,
when the cash account is overdrawn, to its assets, and
indicates the debt burden of the company.

» 0 indicates no liabilities (debt)
» 1 indicates serious debt problems
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OPERATIONAL SHAREHOLDERS INVESTMENTS

and liabilities

| Cashaccount | Capitalbase | Investments |
Start % 5 Start % 5 Start % 5 Gearing Start % .

Per | Status Yeariqtr co| e End period s e End period cor| e End period ratio e End period
1 [History 2023(07) | 1.000,000) -13.06% 263,420 4000000 -0E3%| 3,975,000 1] .00 % 1] Qo00f 5000000  -3711% 4844420
2 |History 2023 [12) 263,420 1996 % B35,893| 2975000 -0E63%| 3,950,156 1] .00 % 1] Qooof 42444200 -409% 4646054
3 [History 2023 [33] B35,893) 2947 X% 430,823 2950156 .34 % 4,160,995 0 10000 % 102,400 0.000) 4845054 233% 4754218
4 |Histony 2023 Q4] 430,823 15091 & -249.830|  4.160,335 5.34%| 4383088 102,400 60290 % 19,767 0043 4,754,218 208 %| 4852965
5 |EarlyYearz | 2024 [01] 249890 1426 % -286536( 4,383,028 34 % 4EF17035 19767 011 % ¥18,939 0.054| 4852965 407 % 5060452
E |Earlyearz | 2024 [02] -285 536 1.02 % -2e2 624 4.617.035 383%| 4736866 ¥18933, -F2RX BEE. 366 0052 5080433 283% Bi181.102
7 |EarlyYearz | 2024 (03] 282624 1068 % 252,725 4,796,866 290%| 43935823 BEE.366 239% E32. 735 0045 5181103 257 % B3e5253
2 |Earlyearz | 2024 [04] 252,725 10662 & 14201 4935823 441 % 5153412 B32,795 228 % (S 0.000) 5365893 932%| 58530z

In the example shown, at the end of period 6, the gearing ratio is the :-
Absolute value of the Cash Account / (Capital Base + Investments)
282,624 / (4,796,866 + 666,866)
=0.052

How does the gearing ratio affect the company ?
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The company will be viewed as being vulnerable to both
interest rate rises, and its ability to service its debts
from its future profit flows. Consequently, this will have
a depressing affect on the company share price.

Conversely, if the gearing ratio decreases then the
company will be viewed as being more financially
sound, and the company share price will increase.
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Capital base T investments |

Start % 5 Start % 5 Start % 5 Gearing Start % .
Per | Status Year/qtr | et End period e e End period e e End period ratio e I End period
Hiztory 20223[21) | 1,000,000 -13.06 % 263,420 4,000,000 063 % 3975000 1] .00 % 1] 0,000 5000000 3171 %] 4844 420

Higtary 2023 [02) 963.420) -13.96 0 0.000) 4844420 -403 4,646,054
Higtary 2023 (33 635,833 -23.47 430,823 3950156  5.34 4160935 0] 100.00 102,400 0.000) 4546054 233 4,754,218
Higtary 2023 [04) 430,5823] 150.91 -243.830( 4160935 534 4,383.058 102,400 602.90 19,767 0.043 4754213 208 4,852,965

% B35,838) 329750000 063X % %
% % % %
% % % %
Early*ears | 2024 [G7] 243,890 14.26%| -285536| 4383083 534% 4617035 19767 011 % 718,353 0054 4852965 4073 5050433
% % % %
% % % %
% EA % A

3,950,156 0 0.00

Early“ears | 2024 (2] 285536 1.02 282624 4617035 383 4,736,866 18,933 725 EEE,366 0052 5050433 253 5181108
Early“ears | 2024 Q3] 282624 1052 252,725 4736866 290 4,935,823 BBE.AEE| 233 B32.795 0045 51831103 357 5,365,893
Early*ears | 2024 (4] -262,725( 105.62 142001 43935823 4.4 5153412 E22.795) 225 £33.1589 0000 &3ERE93) 932 5,865,802

00 =] OO e D

= During period 5 the increasing gearing ratio had a negative affect on the company share price, reducing it
= During periods 6,7 and 8 the falling gearing ratio had a positive affect on the company share price, increasing it

KEY POINTS
Whilst the company is growing a certain level of gearing is usually necessary to make full use of the cash account
overdraft to expand the capital base and diversify through investments.



