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1.Introduction 

The financial situation analysis is playing an very important role in financial market it can 

be used everywhere. The financial analysis is usually considered as an assessment of the 

viability, stability and profitability. The analysis of financial situation of a company can 

help the investor to determine their investment and help the operator to make right decision.  

This thesis will focus on the financial situation assessment of the Lockheed Martin Space 

System Company and use the data from the annual report of the company to calculate and 

to analysis. 

In general, we divide this these into six chapter. 

The first chapter is the introduction of main goal of this thesis. 

The chapter two will give a statement of the financial analysis methods of the Lockheed 

Martin Space System Company which used in this thesis. This chapter will list the methods 

and the formula and give briefly explanation about how to use this formula and what the 

meaning of its result.  

The chapter three will introduce the history and present financial situation of the Lockheed 

Martin Space System Company and the condition of the company for example the main 

product of the company, which industry the company belongs to, the status of the Lockheed 

Martin Space System Company in this industry, etc.  

In the chapter four we will use the financial analysis method to analyze the financ ia l 

condition of the Lockheed Martin Space System Company in detail.  

The chapter five, we get the result of the chapter four and then we use the result to get the 

prospects of the Lockheed Martin Space System Company in the next chapter.  

The chapter six we get the conclusion of the financial situation of the Lockheed Martin 

Space System Company, this conclusion will help the investor determine whether they 

invest their money on this company’s stock or bonds, also help the leadership of the 
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company find the problem of the company and to improve it. In this chapter, we will use 

the vertical common size analysis and the horizontal common size analysis to analysis the 

balance sheet, the income statement and the cash flow of the Lockheed Martin Space 

System Company from 2009 to 2014. 
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2. The statement of financial analysis methodology 

This chapter will introduce the financial analysis methods which will be used in the 

chapter four. In this thesis we will use five different methods to analysis the financial 

situation of the Lockheed Martin Space System Company by analysis the balance sheet, 

the income statement and the cash flow. The references are: Grent (2005), Sagner (2011), 

Brealey (2013), Fridson (2011), Ross (2012), Brigham (2007), Copeland (2000), Jorion 

(2001).  

 

2.1 The common-size analysis 

The common-size analysis is a kind of method used to analyze financial statement data and 

the changes of the data at a given particular period. This method is usually distributed into 

two parts, the horizontal common-size analysis and vertical common-size analysis. 

Horizontal analysis, is reflected in Company reports of financial condition also known as 

the financial statements information compare with the previous history or financ ia l 

situation of a given period, research on enterprise operating results changes or financ ia l 

condition development of the situation. The basic elements of the horizontal analysis is 

compare the same data item in different periods resource reports. The next is the vertical 

analysis. The vertical analysis is an analytical method that can be used for analysis of 

financial information. In a financial statement compare the single data in a table with the 

overall purpose, to get the location of this item in overall propose and the importance of 

this item. Through the vertical analysis we can find if there is any development of 

enterprises and the extent and the speed of development progress. There are three steps of 

the vertical common size analysis. The first step is to calculate the proportion of each item 

in the table, the second step is to determine the importance and the position of this item by 

the proportion of this item. The next step is to compare the ratios with the base period or 

the previous year’s data and observe the growth trend of it. Therefor the vertical analysis 

must be combine with the horizontal analysis to get a full play to the positive role of 

financial analysis.  
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2.2 The profitability ratios analysis 

The financial ratios analysis is the use of financial accounting and other information to 

assess a company’s financial performance and financial condition. Specifically, financ ia l 

ratios analysis use comparisons of financial data in the form of ratios to assess a company’s 

financial health and profitability. 

In this thesis we will use four kinds of ratios to analysis the financial statement of the 

Lockheed Martin Space System Company. The first kind of ratios are the profitability 

ratios measure the ability to generate profit from invested capital in the form of return 

during a period. Usually the higher the profitability ratios, the better competitive position 

of the company. The formulas below are the basic formulas of profitability ratios. 

Pr arg
Re

EBIT
Operating ofit M in

venue
                               (2.1) 

Pr arg
Re

EAT
Net ofit M in

venue
                                   (2.2) 

Net income
ROA

Total assets





                                                    (2.3) 

Net income
ROE

Equity


                                                     (2.4) 

Operating margin refers to the ratio of the operating profit and operating income. It is a 

measure of business efficiency indicators, reflecting the ability to obtain profits through 

business enterprise managers without considering the non-operating costs. The higher 

operating margin which indicating more operating profit enterprises merchandise sales 

offer, profitability is stronger; on the contrary, the lower this ratio the weaker corporate 

profitability of this company. Usually the sales volume, the average selling price per unit 

of product, the unit manufacturing costs, the cost control and management capability and 

the ability to control marketing costs will effect the operating profit margin. 
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Net profit margin is the net profit as a percentage of sales revenue. This index reflects every 

dollar of revenue brought about by how much net profit which represents earnings level of 

sales. The net profit margin is proportional to net profit and inverse relationship to sales. 

Company increase sales in the amount of revenue should be accompanied by a 

corresponding gain more profit, in order to make sales margin remained unchanged or 

improved. By analyzing the sales margin changes in the lift the enterprise should expand 

sales and pay attention to improve management, improve profitability in the same time.  

Generally speaking, the higher the profit margin can indicate corporate sales profitability 

is stronger. If a company is able to maintain a good net profit margin, its financial position 

is good, but it does not tell the the bigger absolute sales margin is better, we must also look 

at changes in the company's sales and net profit growth situation. 

Return on assets is an index which measure of how much profit per unit of assets to create. 

The return on assets is one of the most widely used index which measure of profitability. 

The higher the index, the better the effect of the use of corporate assets, which indicate that 

enterprises have achieved good results in increased income and savings funds, otherwise 

the opposite. 

Return on equity is the ratio of net profit after tax for the amount of the equity investment . 

This index is used to evaluate a company's ability of earn profit. However, the company's 

high return on equity does not mean a strong profitability. Since some industries do not 

require much assets investment, it usually has a higher return on equity, such as 

intermediary agency. But some industries need to invest a lot of basic construction in order 

to produce profit, such as defense constructer like the Lockheed Martin Space System 

Company. So it can not use return on equity alone to determine the company's profitability. 

In general, capital-intensive industries have high barriers to entry, and have less 

competitors, on the contrary the industries with high return on equity but low assets are 

easier to enter, but facing greater competition. So return on equity should be used to 

compare the same industry. 

2.3 The liquidity ratios 
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In this thesis the liquidity ratios will used to analyze the Lockheed Martin Space System 

company's liquid assets which in the form of cash or can be quickly converted in cash and  

short-term liabilities and obligations. The company needs appropriate liquidity to mainta in 

the operation of company, not lack of currency to bankrupt and not hold too much currency 

to jeopardize the operation. The formulas below are the basic ratios of liquidity ratios. 

Current assets
Current ratio

Current liabilities


 


                                        (2.5) 

Current assets inventory
Quick ratio

Current liabilities

 
 


                                   (2.6) 

secCash short term marketable urities
Cash ratio

Current liabilities

   
 


                       (2.7) 

The current ratio is means the ratio of current assets to current liabilities. Current ratio and 

quick ratio are indicators reflect short-term solvency. In general, the higher the current ratio 

and quick ratio shows high liquidity of corporate assets, the short-term liquidity is also 

stronger; otherwise means the liquidity is weak. But if the two ratios are too high it is not 

good. If the current ratio is too high, it means current assets relative to current liabilities is 

too much, it may because of inventory backlog or the company hold too much cash, or the 

both. The quick ratio is too high, means too much current assets relative to current liabilit ies 

which indicates the company hold too much cash. Enterprise inventory backlog, indicat ing 

poor business, there may be some problems of inventory; cash holdings too much, 

indicating poor corporate financial management, low efficiency of fund utilization. 

The cash ratio means the ratio of cash to current liabilities, reflect immediate liquidity. This 

ratio may display the ability of companies to repay the debt mature immediately. Cash ratio 

is generally believed that should more than 20%, but if this ratio is too high, it means that 

the enterprise has not been rational use of current liabilities and the cash assets have a low 

profitability. 
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2.4 Solvency ratios 

The Solvency ratios used in this thesis used to measure the Lockheed Martin Space System 

company’s ability to meets its long-term obligations. It reflects whether a company has 

enough cash flow to pay its liability. Size of the solvency ratios reflects the level of risk in 

operation of company. Such ratios are mainly debt ratio, debt-to-equity ratio and interest 

coverage and etc. The formulas below are the main basic ratios of solvency ratios. 

( )Total debt liabilities
Debt ratio

Total assets


 


                                       (2.8) 

Total debt
Debt to equity ratio

Equity


                                          (2.9) 

interest and taxes
coverage

Earning before
Interest

Interest payments

   
 


                        (2.10) 

Debt rate is the ratio of liabilities and assets of the enterprise, reflects the business capital 

and debt proportion. The lower the rate of contingent liabilities operating, the larger the 

enterprise invested capital is, thus the stability of the financial situation is better so the 

stronger of the company’s long-term solvency. On the contrary, the higher the proportion 

of long-term debt, the corporate has greater the pressure on repayment. In the case of the 

enterprise funds rate of return lower than the interest rate of long-term debt, the ability that 

company to repay interest and principle is less. But in the case that enterprise funds rate 

higher than interest rates of long-term debt, it will enhance the long-term solvency of 

enterprises. Thus, it is necessary to according to the specific circumstances of business and 

by the aid of contingent liability operating indicators to determine the rate size of long-

term solvency of the enterprise. In some companies with high debt ratios, if the economic 

efficiency of enterprises is relatively good, the debt management business is risky, but did 

not lose solvency, in normal operation it will increase the solvency of enterprises. 
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2.5 The activity ratios 

The activities ratios reflect the turnover rate and the efficiency of asset utilization, which 

can be used to evaluate a company's operating efficiency of its assets. The main basic ratios 

of activity ratios are average collection period, accounts receivable turnover and total assets 

turnover. The formula of these ratios are shown below. 

Re
360

Re

Account ceivable
Average Collection Period

venue


                          (2.11) 

Re
Re

venue
ceivable turnover

Average receivables
 


                               (2.12) 

Revenue
Total assets turnover

Average total assets
  

 
                               (2.13) 

Average collection period is reflected in current assets receivables return rate, it is a 

supplementary indicators receivables turnover. The average receivables collection period 

is shorter, indicating stronger liquidity of the receivables. If the actual payback period 

exceeds a predetermined enterprise repayment period, showing that the funds operational 

efficiency is not high. 

Accounts receivable turnover ratio is the average number of times in a given period 

(usually a year) accounts receivable converted to cash. Also known as accounts receivable 

ratio is a measure of the degree of flow indicators enterprise accounts receivable, it is the 

business credit and accounts receivable average balance of the net in a given period of ratio. 

In general, the higher the accounts receivable turnover, the shorter the average collection 

period, indicating recovery of accounts receivable is faster. Otherwise, the company's 

working capital will be too sluggish in accounts receivable, affecting the normal capital 

turnover. 
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2.6 The Du Pont analysis 

By using the DuPont analysis, we need to decompose the return on equity:  

Re

Re

Net income venue Total assets
ROE

venue Total assets Equity

 
  


                            (2.14) 

Which can be computer like this: 

argROE Net profit m in Asset turnover Leverage                             (2.15) 

We can still continue to decompose the net profit margin to more details, the return on 

equity can be computed as: 

Re

Re

Net income EBT EBIT venue Total assets
ROE

EBT EBIT venue Total assets Equity

 
    


             (2.16) 

Where 
Net income

EBT


 is the tax burden, 

EBT

EBIT
 is the interest burden, 

Re

EBIT

v
 is the 

operating profit margin, 
Rev

A
 is the assets turnover and 

A

E
 is the financial leverage.  

There are some methods to analyze the influence on each item of return on equity, now 

we describe four methods here. 

1.The gradual changes method 

It is a method enables to quantify the changes in the basic ratio caused by the changes in 

the component ratio. In the case of decomposition with 3 component ratios: 

∆𝑋𝑎1 = ∆𝑎1 ∗ 𝑎2,0 ∗ 𝑎3,0                                               (2.17) 

∆𝑋𝑎2 = 𝑎1,1 ∗ ∆𝑎2 ∗ 𝑎3,0                                               (2.18) 

∆𝑋𝑎3 = 𝑎1,1 ∗ 𝑎2,1 ∗ ∆𝑎3                                               (2.19) 

X means the basic ratio and ∆X is the absolute change in the basic ratio. a presents the 

component ratio and ∆a is the absolute change in the component ratio. This method is 

used to analyze the influence of each item in return on equity. 
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2.The logarithmic method 

In this method we need just one formula for the impact quantification regardless of how 

many component ratios we have, it is also a advantage of this function. The formula is: 

 
ln

ln
ai

ai

x

xI
X

I
                                                    (2.20) 

where X means basic ratio and ∆X is absolute change in the basic ratio. l x presents the 

index of change in basic ratio and 𝑙𝑎𝑖  is the index of change in component ratio. 

3.The functional decomposition method 

The functional decomposition method works with the relative changes in basic and 

component ratios. The functions are: 

∆𝑋𝑎1 =
1

𝑅𝑥
∗ 𝑅𝑎1 ∗ (1 +

1

2
∗ 𝑅𝑎2 +

1

2
∗ 𝑅𝑎3 +

1

3
∗ 𝑅𝑎2 ∗ 𝑅𝑎3) ∗ ∆𝑋               (2.21) 

∆𝑋𝑎2 =
1

𝑅𝑥
∗ 𝑅𝑎2 ∗ (1 +

1

2
∗ 𝑅𝑎1 +

1

2
∗ 𝑅𝑎3 +

1

3
∗ 𝑅𝑎1 ∗ 𝑅𝑎3) ∗ ∆𝑋               (2.22) 

∆𝑋𝑎3 =
1

𝑅𝑥
∗ 𝑅𝑎3 ∗ (1 +

1

2
∗ 𝑅𝑎1 +

1

2
∗ 𝑅𝑎2 +

1

3
∗ 𝑅𝑎1 ∗ 𝑅𝑎2) ∗ ∆𝑋               (2.23) 

4.The integral method   

The integral method helps to analysis functional decomposition in basic and component 

ratios. The function is: 

'

j

j

a

a x

x

R
X Y

R
                                                        (2.24) 

2.7 The sensitivity analysis 

The sensitivity analysis is a financial analysis method which used to determine the different 

value of an item’s change will impact other items under a given set of assumptions and 

identify important investment projects’ economics indicators’ sensitivity factors from 

many uncertain factor. Then analysis, estimates of its impact on the project and the degree 



16 

of sensitivity of indicators, and determine the ability of the project to bear a risk and 

uncertainty. 

The sensitivities analysis helps to determine which risks have the greatest potential impact 

on the project. It keeps all the other uncertainties at the reference value, each element of 

uncertainty to inspect the project to have how much impact on the target level. 

The goals of the sensitivity analysis are: identify the impact of changes in the economic 

benefits of the project sensitivity factor, analysis the reasons for the changes in sensitivity 

factor and provide the basis for further uncertainty analysis; analysis the change of the 

uncertainties such as the changes in the scope or limit the value of the economic benefits 

of the project to determine the project's ability to bear risk; compare the size of sensitivity 

of different projects so that to choose insensitive investment program from economic value 

in similar circumstances. 
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3. The history and present financial situation of the Lockheed 

Martin Space System Company 

In this chapter we will introduce the Lockheed Martin Space System Company and its 

financial situation. 

3.1 The introduction of the Lockheed Martin Space System Company 

Lockheed Martin (NYSE: LMT) is an American global aerospace, defense, security and 

advanced technologies company with worldwide interests. It was formed by the merger of 

Lockheed Corporation with Martin Marietta in March 1995. It is headquartered in Bethesda, 

Maryland, in the. Washington, DC, area. Lockheed Martin employs approximately 126,000 

people worldwide. The company is now leading by Marillyn A. Hewson the current 

president and chief executive officer. 

Lockheed Martin is one of the largest companies in the aerospace, defense, security, and 

technologies industry; it is the world's largest defense contractor based on revenue for fiscal 

year 2014.In 2013, 78% of Lockheed Martin's revenues came from military sales; it topped 

the list of US federal government contractors and received nearly 10% of the funds paid 

out by the Pentagon. In 2009 US government contracts accounted for $ 38.4 billion (85%), 

foreign government contracts $ 5.8 billion (13%), and commercial and other contracts for 

$ 900 million (2%). 

Lockheed Martin operates in five business segments: Aeronautics, Information Systems & 

Global Solutions, Missiles and Fire Control, Mission Systems and Training, and Space 

Systems The company received the Collier Trophy six times, including in 2001 for being 

part of developing the X-. 35 / F-35B Lift Fan Propulsion System, and most recently in 

2006 for leading the team that developed the F-22 Raptor fighter jet. Lockheed Martin is 

currently developing the F-35 Lightning II and leads the international supply chain, leads 

the team for the development and implementation of technology solutions for the new 

USAF Space Fence (AFSSS replacement), and is the primary contractor for the 

development of the Orion Spacecraft command module. The company also invests in 
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healthcare systems, renewable energy systems, intelligent energy distribution and compact 

nuclear fusion. (information from the website of the Lockheed Martin Space System 

Company)  

3.2 The financial situation of the Lockheed Martin Space System 

Company 

The Lockheed Martin Space System Company is the world largest defense contractors and 

one of the largest high technology company, the financial situation of this company keep 

growing these years even suffered the financial crisis. 

In 2015, the aeronautics department of the Lockheed Martin Space System Company has 

approximately $ 15.5 billion in sales, the sales are including the aircraft used both for the 

military and the civil use and aeronautical research and development lines of business. The 

information systems & global solutions department (IS&GS), with about $ 5.6 billion in 

2015 sales that includes C4I, federal services, government and commercial IT solutions. 

Missiles and fire control department, with approximately $6.8 billion in 2015 sales that 

includes the Terminal High Altitude Area Defense System and PAC-3 missiles as some of 

its high-profile programs. Mission Systems and Training with approximately $9.1 billion 

in 2015 sales, which includes Sikorsky military and commercial helicopters, naval systems, 

platform integration, simulation and training and energy programs lines of business. Space 

Systems, with approximately $9.1 billion in 2015 sales which includes space launch, 

commercial satellites, government satellites and strategic missiles lines of business.  

From these sales information of each department of the Lockheed Martin Space System 

Company, we can find the aeronautics department and the space system department occupy 

the high proportion of the total sale. Also with high speed development of technology of 

the world, the Lockheed Martin Space System Company also focus on the data sharing 

system and the centralized control system for both military and civil use like the C4I system 

and the commercial IT innovation. This we can indicated from the $ 5.6 billion sales of the 

information systems & global solutions department in 2015. Meanwhile as the biggest 

defense contractor, we can find the terminal high altitude area defense system and the PAC 
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missiles are some of the company’s high profile programs with about $ 6.8 billion sales in 

2015. Also as the largest high technology defense contractor the Lockheed Martin Space 

System Company was responsible for the develop and manufacture of the newest aircraft 

F-22, F-35 for the United State Air Force. 

In all the financial situation of the Lockheed Martin Space System Company is keep 

Growth in recent years especially after the 11th Sep 2001, the whole world is in the war on 

terror. Its got a huge development because the allies lead by the United State start a war 

against the terrorism for example the war in Afghanistan and the second Gulf War. 
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4. Financial Analysis of the Lockheed Martin Space Systems 

Company 

This chapter use five methods to analysis the financial situations of the Lockheed Martin 

Space Systems Company. These methods are common-size analysis, financial ratio 

analysis, pyramidal decompositions, influence quantification and sensitivity analysis. All 

of these methods of analysis are shown in chapter 2. 

4.1 Common-size analysis 

It is a kind of method used to analyze financial statement data and the changes of the data 

at a given particular period. This method is usually distributed into two parts, the horizonta l 

common-size analysis and vertical common-size analysis.  

The horizontal common-size analysis is used to analyze the variation of financial statement 

data according to the change of time or the date changes with respect to a given period as 

a benchmark data. This method will help to predict the company’s future development and 

the industry economic situation by compare the fluctuation of each item in a particular 

period. 

The vertical common-size analysis refers to analysis of the changes in the proportions of 

selected benchmarks. The vertical common-size analysis will indicate the company’s 

finance proportion on each item. It can show the health conditions like the company’s 

profitability and debt-paying ability to the investors to help them decide whether it could 

be profitable to invest in this company. 

4.1.1 Common-size analysis of balance sheet 

To analyze the balance sheet by using common-size analysis method we need to analyze 

the variation trend of current assets, non-current assets, current liabilities, non-current 

liabilities and stockholders’ equity by horizontal common-size analysis at the same time 

we use the proportion of current assets, non-current assets, current liabilities, non-current 

liabilities and stockholders’ equity to analyze the structure of each part by vertical 
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common-size analysis. The particular period of Lockheed Martin Space Systems Company 

to analysis is from 2009-2014. 

4.1.1.1 Vertical common-size analysis 

From the graph below. 

Tab 4.1.1 The proportion of current assets from 2009 to 2014 (%) 

Current 

Assets 

2009 2010 2011 2012 2013 2014 

Cash and 

cash 

equivalents 

19.16 17.59 25.42 13.70 19.63 11.73 

Receivables, 

net 

48.58 44.80 43.03 47.37 43.77 47.72 

Inventories, 

net 

17.50 18.50 17.60 21.20 22.33 23.38 

Deferred 

income taxes 

6.53 8.08 9.50 9.16 8.16 11.77 

Other 

current 

assets 

8.23 11.03 4.46 8.57 6.10 5.40 

Chart 4.1.1 The proportion of current assets from 2009 to 2014 
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From the analyze (show in Tap 4.1.1and Chat 4.1.1) we can find the net receivable take up 

nearly one half of current assets. It occupies a very high percentage of all current assets. 

This condition is due to the Lockheed Martin Space Systems Company’s most order forms 

are from US government and military, the defense budget is fixed in each year. Many 

equipment purchasing can not be paid until the next fiscal year. Also the cash and cash 

equivalents with the addition of net inventories occupy about another 40% of current asset 

in proportion. 

Tab 4.1.2 The proportion of non-current assets from 2009 to 2014 (%) 

Non current 

assets 

2009 2010 2011 2012 2013 2014 

Property, plant 

and equipment, 

net 

19.97 20.50 19.36 18.85 20.59 19.22 

Goodwill  43.95 43.23 42.61 41.81 45.27 43.90 

Deferred 

income taxes  

16.70 15.67 18.43 19.39 12.47 16.22 

Other 

noncurrent 

assets  

19.38 20.59 19.60 19.95 21.68 20.67 

Chart 4.1.2 The proportion of non-current assets from 2009 to 2014 
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According the Tap 4.1.2and Chat 4.1.2 it is not difficult to find the whole proportion of 

Property, plant and equipment, Deferred taxes and other noncurrent assets is only about 

58% in average. However, the Goodwill itself takes about 42% of non-current assets in 

average. So the goodwill takes a very high proportion of non-current assets. Usually the 

high proportion of goodwill in high-tech industrial enterprises however the Lockheed 

Martin Space Systems Company can be seen it grasps the core of science and technology 

so it is not strange this company have a high goodwill. 

Tab 4.1.3 The proportion of current liabilities from 2009 to 2014 (%) 

Current liabilities 2009 2010 2011 2012 2013 2014 

Accounts payable 18.97 14.27 18.71 16.77 12.56 14.13 

Customer advances 

and amounts in 

excess of costs 

incurred 

47.17 51.66 52.75 53.50 57.10 52.11 

Salaries, benefits and 

payroll taxes 

15.40 16.40 13.72 13.57 16.27 16.43 

Other current 

liabilities 

18.46 17.67 14.82 16.17 14.07 17.33 

Chart 4.1.3 The proportion of current liabilities from 2009 to 2014 
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From the Tap 4.1.3and Chat 4.1.3, we can find the the Customer advances and amounts in 

excess of costs incurred takes up approximately 51% of all current liabilities in proportion 

each year. The Accounts payable and the Salaries, benefits and payroll taxes only take up 

about 31% of current liabilities in total. The Customer advances and amounts in excess of 

costs incurred takes up such a high proportion of current liabilities is probably because of 

the sales on credit of company’s products (We inform in previous page: the costumes 

sometimes need to pay until the next fiscal year.) also the company need to finish the 

research and development mission from the DOD (Department of Defense) and itself, so 

the the high proportion of this item is very common. 

Tab 4.1.4 The proportion of non- current liabilities from 2009 to 2014 (%) 

Non-current 

liabilities  

2009 2010 2011 2012 2013 2014 

Accrued pension 

liabilities  

53.37 52.47 54.49 57.73 46.46 50.59 

Other post-

retirement benefit 

liabilities  

6.45 6.00 5.14 4.61 4.48 4.88 

Long-term debt, 

net  

24.91 24.83 26.07 23.27 30.53 27.34 

Other noncurrent 

liabilities  

15.27 16.70 14.29 14.39 18.54 17.18 

Chart 4.1.4 The proportion of non- current liabilities from 2009 to 2014. 
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The Tap 4.1.4 and Chat 4.1.4 report the situation of the non-current abilities of the company. 

They show the retirement benefit hold a very large proportion, the Accrued pension 

liabilities and the Other post-retirement benefit liabilities take almost 60% of the whole 

non-current liabilities. But it is not strange that the biggest defense contractor of the world 

with more than one hundred years’ history have a large quantity of retirement benefit. 

Tab 4.1.5 The proportion of Liabilities and Stockholders’ equity from 2009 to 2014 (%) 

 2009 2010 2011 2012 2013 2014 

Total current liabilities 30.48 31.82 32.00 31.44 30.73 29.97 

Total non-current 

liabilities 

57.76 57.61 65.36 68.46 55.68 60.86 

Total stockholders’ 

equity 

11.76 10.57 2.64 0.10 13.59 9.17 

Chart 4.1.5 The proportion of Liabilities and Stockholders’ equity from 2009 to 2014 
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so the data is regular in that time’s financial environment and company nature. Also 

because of the total non-current liabilities is much more then the total current liabilit ies, 

nearly twice as much as, so the company has low pressure on repayment and have more 

money on production and operation. 

4.1.1.2 Horizontal common-size analysis 

From the graph below. 

Tab 4.1.6 The Current Assets from 2009 to 2014 (In $ 10000) 

Current Assets 2009 2010 2011 2012 2013 2014 

Cash and cash 

equivalents 

239100 226100 358200 189800 261700 144600 

Receivables, net 606100 575700 606400 656300 583400 588400 

Inventories, net 218300 237800 293700 293700 297700 288200 

Deferred 

income taxes 

81500 103800 133900 126900 108800 145100 

Other current 

assets 

102700 141700 62800 118800 81300 66600 

Total current 

assets 

1247700 1285100 1409400 1385500 1332900 1232900 

Chart 4.1.6 The Current Assets from 2009 to 2014. (In $ 10000) 
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The data of current assets is shown in Tap 4.1.6 and Chart 4.1.6. These two graphs report 

that cash and cash equivalents fluctuant a lot from 2009-2010, especially between 2011 

and 2012 the amount rapidly decrease to $ 1,898 million from $ 3,582 million also between 

2013 and 2014 the amount from $2,617 million to $1,446 million. The other items are keep 

steady increase and decrease during these six years. 

Tab 4.1.7 The Non-Current Assets from 2009 to 2014 (In $ 10000) 

Non current 

assets 

2009 2010 2011 2012 2013 2014 

Property, 

plant and 

equipment, 

net 

452000 455400 461100 467500 470600 475500 

Goodwill  994800 960500 1014800 1037000 1034800 1086200 

Deferred 

income taxes  

377900 348200 438800 480900 285000 401300 

Other 

noncurrent 

assets  

438700 457500 466700 494800 495500 511400 

Total Non 

current assets 

2263400 2221600 2381400 2480200 2285900 2474400 

Chart 4.1.7 The Non-Current Assets from 2009 to 2014 (In $ 10000) 
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The Tap 4.1.7 and Chart 4.1.7 show the non-current assets items were keep growing in a 

moody environment from 2009 to 2014. 

Chart 4.1.8 The Total Assets from 2009 to 2014 (In $ 10000) 

 

The Chart 4.1.7 represent the company’s total assets. From 2010 to 2012 the total asset 

grew rapidly, there are nearly $ 400 million increase in these two years. It conformed to 
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Tab 4.1.8 Details of non-current liabilities from 2009 to 2014 (In $ 10000) 

Current 

liabilities 

2009 2010 2011 2012 2013 2014 

Accounts 

payable 

203000 162700 226900 203800 139700 157000 

Customer 

advances and 

amounts in 

excess of costs 

incurred 

504900 589000 639900 650300 634900 579000 

Salaries, benefits 

and payroll taxes 

164800 187000 166400 164900 180900 182600 

 

Other current 

liabilities  

197600 201400 179800 179800 156500 192600 

Total current 

liabilities 

1070300 1140100 1213000 1215500 1112000 1111200 

Chart 4.1.9 Details of current liabilities from 2009 to 2014 (In $ 10000) 
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Tab 4.1.9 Details of non-current liabilities from 2009 to 2014 (In $ 10000) 

noncurrent 

liabilities  

2009 2010 2011 2012 2013 2014 

Accrued pension 

liabilities  

1082300 1060700 1350200 1527800 936100 1141300 

Other 

postretirement 

benefit liabilities  

130800 121300 127400 122000 90200 110200 

Long-term debt, 

net  

505200 501900 646000 615800 615200 616900 

Other 

noncurrent 

liabilities  

309600 336300 354100 380700 373500 387700 

Total non 

current 

liabilities 

2027900 2020200 2477700 2646300 2015000 2256100 

Chart 4.1.10 Details of non-current liabilities from 2009 to 2014 (In $ 10000) 
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Chart 4.1.11 Details of total liabilities from 2009 to 2014 (In $ 10000) 
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 Tab 4.1.10 Details of shareholders’ equity from 2009 to 2014 (In $ 10000) 

Stockholders’ 

equity 

2009 2010 2011 2012 2013 2014 

Common 

stock, $1 par 

value per 

share 

37300 34600 32100 32100 31900 31400 

Retained 

earnings 

1235100 1237200 1193700 1321100 1420000 1495600 

Accumulated 

other 

comprehensive 

loss 

-859500 -901000 -1125700 -1349300 -960100 -1187000 
 

Total 

stockholders’ 

equity 

412900 370800 100100 3900 491800 340000 

The total stockholders’ equity showed in Tap 4.1.10 seems a little strange, here is a huge 

change in 2012 from $ 1001 million in 2011 to $ 39 million in 2012. Explanation given by 

the Lockheed Martin Space Systems Company says this situation was due to the annual re-

measurement of the funded status of our postretirement benefit plans at December 31, 2012 

and 2011. 

Tap 4.1.11 Details of liabilities and shareholders’ equity from 2009 to 2014 (In $ 10000) 

 2009 2010 2011 2012 2013 2014 

Total liabilities 3098200 3160300 3690700 3861800 3127000 3367300 

Total 

stockholders’ 

equity 

412900 370800 100100 3900 491800 340000 
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Chart 4.1.12 Details of liabilities and shareholders’ equity from 2009 to 2014 (In $ 10000) 
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strategy make the company keep healthy and keep the monopoly on some core technologies 

which make the company become better and more competitiveness in the internationa l 

market.   

4.1.2 Common-size analysis of cash flow 

The common-size analysis of cash flow can be divided into two parts. The vertical 

common-size analysis use proportion of operation activities, financial activities and 

investment activities to analysis the structure of cash flow and the horizontal common-size 

analysis use development tendency of operation activities, financial activities and 

investment activities to analysis the change and the trend of cash flow from 2009 to 2014. 

4.1.2.1 Vertical common-size analysis 

From the graph below. 

Tab 4.2.1 The proportion of operation activities from 2009 to 2014 (%) 

 2009 2010 2011 2012 2013 2014 

Net earnings 95.30 82.49 62.43 175.85 65.57 93.48 

Depreciation 

and 

amortization 

40.72 32.17 23.70 63.29 21.78 25.71 

Stock-based 

compensation 

3.28 2.59 3.69 10.70 4.16 4.24 

Deferred 

income taxes 

4.85 4.74 -0.05 59.58 -0.11 -10.37 

Goodwill 

impairment 

charges 

-- -- -- -- 4.29 3.08 

Severance 

charges 

-- 4.14 3.20 3.07 4.42 0.00 

Changes in 

assets and 

liabilities 

-44.15 -26.13 7.03 -212.49 -0.11 -16.14 
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Chart 4.2.1 The proportion of operation activities from 2009 to 2014 

 

The Tab 4.2.1 and the Chart 4.2.1 represent the proportion of operation activities in cash 
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Chart 4.2.2 The proportion of financial activities from 2009 to 2014 

 

The data of cash flow in financial activities is not complete, some items like Premium paid 
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Chart 4.2.3 The proportion of investment activities from 2009 to 2014 

 

From tab 4.2.3 and the chart 4.2.3, the capital expenditures occupies a very high percentage 
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Chart 4.2.4 The proportion of three activities in cash flow from 2009 to 2014 

 

In the chart 4.2.4 and the Tab 4.2.4, the operation activities and the financial activities take 

up the most proportion of cash flow but the financial activities are negative. So the 

proportion of operation activities are higher than both the financial and the investment 

activities. 
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4.1.2.2 Horizontal common-size analysis 

From the graph next. 

Tab 4.2.5 The detail of operation activities from 2009 to 2014 (In $ 10000) 

Operation 

activities 

2009 2010 2011 2012 2013 2014 

Depreciation 

and 

amortization 

129200 114100 100800 98800 274500 99400 

Stock-based 

compensation 

10400 9200 15700 16700 18900 16400 

Deferred 

income taxes 

15400 16800 -200 93000 -500 -40100 

Goodwill 

impairment 

charges 

-- -- -- -- 19500 11900 

Severance 

charges 

-- 14700 13600 4800 20100  

Changes in 

assets and 

liabilities 

-140100 -92700 29900 -331700 -500 -62400 

Net earnings 302400 292600 265500 274500 298100 361400 

Chart 4.2.5 The detail of net earnings from 2009 to 2014 (In $ 10000) 
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in operation activities fluctuate widely, from $ 4253 million in 2011 sharply decrease to 

$1561 million in 2012 and then grow fast to $ 4546 million in 2013.The cause of the big 

fluctuation is the big change in assets and liabilities which shows in the tab 4.2.5. 

Tab 4.2.6 The detail of financial activities from 2009 to 2014 (In $ 10000) 

 2009 2010 2011 2012 2013 2014 

Repurchases 

of common 

stock  

-185100 -242000 -246500 -99000 -176200 -190000 

Proceeds 

from stock 

option 

exercises  

-- -- -- 44000 82700 30800 

Dividends 

paid 

-90800 -96900 -109500 -135200 -154000 -176000 

Repayments 

of long-term 

debt  

-- -- -- -- -15000 -- 

Premium 

paid on debt 

exchange  

-- -- -- -22500 -- -- 

Other, net  128300 2600 144100 10400 -8100 3800 

Chart 4.2.6 The detail of financial activities from 2009 to 2014 (In $ 10000) 
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The chart 4.2.6 and the tab 4.2.6 show the details of financial activities from 2009 to 2014. 

In these six years the cash flow of financial activities moved up and down sharply from the 

$ 1476 million in 2009 increase to $ 3363 million in 2010 then decrease to nearly $ 2000 

million and keep stable in 2011 and 2012 at last turn back to $ 3300 million level slowly 

in two years. 

Tab 4.2.7 The detail of investment activities from 2009 to 2014 (In $ 10000) 

Investment 

activities 

2009 2010 2011 2012 2013 2014 

Capital 

expenditures 

-85200 -82000 -98700 -94200 -83600 -84500 

Acquisitions 

of businesses 

and 

investments in 

affiliates  

-43500 -14800 -64900 -25900 -26900 -89800 

Other, net  -23100 64900 82300 2400 -1600 -89800 
 

Chart 4.2.7 The detail of investment activities from 2009 to 2014 (In $ 10000) 
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strong fluctuation also keep growth in general, this can represent that the financial situation 

is getting better even it was still in the economic recession period. 

Chart 4.2.8 The detail of Net change in cash and cash equivalents from 2009 to 2014 (In 

$ 10000) 

 

The chart 4.2.8 shows the net change in cash and cash equipment also means the net cash 

flow. Due to the wave of operation, financial and investment activities the net cash flow 

wave as well. From the $ -135 million in 2009 to $ -389 million in 2010 then to $ 1321 
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4.1.3 Common-size analysis of income statement 

There are two part of the common-size analysis of income statement. The vertical common-

size analysis use proportion of net sale, cost of sale and earnings (loss) Per Common Share 

to analysis the structure of Income statement and the horizontal common-size analysis use 

development tendency of net sale, cost of sale and operation profit to analysis the change 

and the trend of income statement from 2009 to 2014. 

4.1.3.1 Vertical common-size analysis 

Tab 4.3.1 The proportion of net sales from 2009 to 2014 (%) 

Net sales 2009 2010 2011 2012 2013 2014 

Products 81.29 79.58 79.41 80.15 78.69 79.15 

Services 18.71 20.42 20.59 19.85 21.31 20.85 

 

Chart 4.3.1 The proportion of net sales from 2009 to 2014 
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20% in proportion of the net sale. This condition is due to the the Lockheed Martin Space 

Systems Company not only sells its product but also need to help the customer mainta in 

and repair the products they made because the customer usually do not have the abilities to 

maintain or to manufacture the component to repair the product when the products broke 

down. 

Tab 4.3.2 The proportion of cost of sales from 2009 to 2014 (%) 

Cost of sales 2009 2010 2011 2012 2013 2014 

Products 79.78 77.81 77.04 77.92 76.14 79.23 

Services 18.53 19.90 19.89 19.50 20.86 20.80 

Severance and other 

charges 

0.00 0.52 0.32 0.11 0.49 0.00 

Other unallocated 

corporate costs 

1.69 1.77 2.75 2.47 2.52 -0.03 

 

Chart 4.3.2 The proportion of cost of sales from 2009 to 2014 
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Lockheed Martin Space Systems Company is a high technology manufacture company, the 

high proportion of cost on product and services of total cost of sale is not strange. 

Tab 4.3.3 The proportion of earnings (loss) Per Common Share from 2009 to 2014 (%) 

Basic 

Earnings 

(Loss) Per 

Common 

Share  

2009 2010 2011 2012 2013 2014 

Continuing 

operations 

99.11 90.41 100.51 100.00 98.92 100.00 

Discontinued 

operations 

0.89 9.59 -0.51 0.00 1.08 0.00 

 

Chart 4.3.3 The proportion of earnings (loss) Per Common Share from 2009 to 2014 

 

According to the chant 4.3.3 and the tab 4.3.3, it is not difficult to find that the continuing 

operations occupy the highest proportion of basic earnings (loss) per common share, more 

than 95% in average and in some years like 2011, 2013, 2014 the proportion is even equal 

or more than 100%. The high proportion of continuing operations is good for the 
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the lower risk the company will bankrupt. So the high proportion of continuing operations 

of basic earnings (loss) per common share indicate that the Lockheed Martin Space 

Systems Company is operation healthy, almost have no risk of bankrupt. 

4.1.3.2 Horizontal common-size analysis 

From the graph next 

Tab 4.3.4 The Detail of net sales from 2009 to 2014 (In $ 10000) 

Net sale 2009 2010 2011 2012 2013 2014 

Products 3576300 3644800 3692500 3781700 3569100 3609300 

Services 823200 935500 957400 936500 936500 950700 

Chart 4.3.4 The Detail of net sales from 2009 to 2014 (In $ 10000) 

 

From the tab 4.3.4 and the chart 4.3.4, the variation trend of the total net sale is growing 

slowly and wave slowly during the six years, from the rock button of $ 43995 million in 

2009 then grow to top point of $ 47182 million in 2013 and slowly went back to $ 45358 

million in 2013, at last improve slowly in 2014 and maybe will keep the growth trend in 

the future. This condition quite much the international security and financial situations. 
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Tab 4.3.5 The Detail of cost of sales from 2009 to 2014 (In $ 10000) 

Cost of sale 2009 2010 2011 2012 2013 2014 

Products -3175600 -3265500 -3296800 -3349500 -3134600 -3196500 

Services -737600 -835000 -851400 -838300 -858800 -839300 

Severance 

and other 

charges 

0 -22000 -13600 -4800 -20100 0 

Other 

unallocated 

corporate 

costs 

 

-67100 -74200 -117700 -106000 -103600 1300 

 

Chart 4.3.5 The Detail of cost of sales from 2009 to 2014 (In $ 10000) 

 

The tab 4.3.5 and the chart 4.3.5 indicate the trend of total cost of sales from 2009 to 2014. 

From these two graph, the total cost of sales wave stable in these six years, from $ 39803 

million in 2009 to $ 42986 million in 2012 and then fall back to $ 40345 million in 2014, 

the first period is probably because of the high inflation rate caused by the quantitat ive 

easing policy from the federal reserve and since 2013 the federal reserve cut down the 
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amount of quantitative easing so that the inflation rate went down which cause the decrease 

of the total cost of sales. 

Tab 4.3.6 The Detail of net earnings from 2009 to 2014 (In $ 10000) 

 2009 2010 2011 2012 2013 2014 

Net earnings 302400 292600 265500 274500 298100 361400 

 

Chart 4.3.7 The Detail of net earnings from 2009 to 2014 (In $ 10000) 

 

The net earnings also known as earning after tax. From the chart 4.3.7, the net earning 

growth first decrease from 2009 to 2011 then start to increase from 2011 to 2014 and the 

growth rate increase a lot since 2013. In the tab 4.3.7 the net earning first drop to the rock 

button till $ 2655 million in 2011 and then increase to the top place in the tab, $ 3614 

million. The situation indicated in chart 4.3.7 and tab 4.3.7 match the economic condition 

of the world at that time. 
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Tab 4.3.8 The Detail of earnings (loss) Per Common Share from 2009 to 2014 (In $ 10000) 

 2009 2010 2011 2012 2013 2014 

Continuing 

operations 

779 726 794 848 919 1141 

Discontinued 

operations 

7 77 -4 0 10 0 

Sum 786 803 790 848 929 1141 

 

Chart 4.3.8 The Detail of earnings (loss) Per Common Share from 2009 to 2014 (In $ 10000) 

 

The basic earning per common share represent the profitability of company. From the chart 

4.3.8, the amount of basic earning per common share keep increasing from 2009 to 2014 

and the growth rate keep increase too. From the tab 4.3.8, it shows the most growth of the 

basic earnings per common share is from the continuing operations and the amount of 

discontinued operations which item can increase the risk of bankrupt of the company wave 

sharply, from the top point of $ 0.77 million in 2010 to $ 0 in 2014, but the amount is too 

small that can not effect the whole situation.   
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4.2 Financial ratios analysis 

The financial ratios analysis is the use of financial accounting and other information to 

assess a company’s financial performance and financial condition. Specifically, financ ia l 

ratios analysis use comparisons of financial data in the form of ratios to assess a company’s 

financial health and profitability. 

In this part, there are five kinds of ratios will be used, they are: the profitability ratios which 

analyze the the company’s ability to generate profit from invested capital, the liquid ity 

ratios which measure company’s ability to meets its immediate and short-term obligations, 

solvency ratios which measure company ́s ability to meets its long-term obligations, asset 

management ratios which measure the efficiency of assets usage and the market ratios 

which evaluate the economic status of your company in the wider marketplace. 

4.2.1 The profitability ratios 

The profitability ratios measure the ability to generate profit from invested capital in the 

form of return during a period. Usually the higher the profitability ratios, the better 

competitive position of the company. The formulas below are the basic formulas of 

profitability ratios. 

The profitability ratios are calculated according to (2.1), (2.2), (2.3) and (2.4). 

Tab 4.4.1 The profitability ratios from 2009 to 2014 (%) 

 2009 2010 2011 2012 2013 2014 

OPM 10.04 8.94 8.65 9.40 9.93 12.26 

NPM 6.87 6.39 5.71 5.82 6.57 7.93 

ROA 8.61 8.34 7.00 7.10 8.24 9.75 

ROE 73.24 78.91 265.23 7038.46 60.61 106.29 
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Chart 4.4.1 The tendency of the profitability ratios from 2009 to 2014 

 

From the tab 4.4.1, we can find the operating profit margin is about 10% in average, it is a 

common point, compare with 8% of the Boeing Company and 13% of the General Dynamic 

Company. The net profit margin of the Lockheed Martin Space Systems Company is 

probably 6.5% in average, also it is still a very common point because the main competitors 

the Boeing Company and the General Dynamic Company still have the similar ratios. Next 

is the return on asset, the return on asset of the Lockheed Martin Space Systems Company 

is probably 8.3% in average and as usual there is not too much different with the return on 
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year due to the annual re-measurement of the funded status of our postretirement benefit 

plans. Compare with other competitors the return on equity is really much higher than 

others, the Boeing Company about 65%-70% in average and the General Dynamic 
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ratios are also in a growth trend. The growth trend not only indicate the economy recovery 

and the tense situation of international security but also tell investors the high profitability 

of the Lockheed Martin Space Systems Company. 

4.2.2 The liquidity ratios 

The liquidity ratios analyze company's liquid assets which in the form of cash or can be 

quickly converted in cash and short-term liabilities and obligations. The company needs 

appropriate liquidity to maintain the operation of company, not lack of currency to 

bankrupt and not hold too much currency to jeopardize the operation. The formulas below 

are the basic ratios of liquidity ratios. 

The liquidity ratios are calculated according to (2.5), (2.6) and (2.7). 

Tab 4.4.2 The Liquidity ratios from 2009 to 2014 

 2009 2010 2011 2012 2013 2014 

Current 

Ratio 

1.17 1.15 1.16 1.14 1.20 1.11 

Quick Ratio 0.79 0.72 0.80 0.70 0.76 0.66 

Cash Ratio 0.22 0.20 0.30 0.16 0.24 0.13 

Chart 4.4.2 The tendency of liquidity ratios from 2009 to 2014 
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The chart 4.2.2 represent three different types ratios which indicate the liquidity of the 

Lockheed Martin Space Systems Company. The current ratio of the company smoothly 

waves around the 1.2, this amount of current ratio is not high, usually the current ratio of 

one company is over 2, but compare with the main competitor like the Boeing Company, 

the General Dynamic Company and the United Technologies Corporation we can find this 

industry, the defense contractor, are all have a current ratio around 1.2, overall the current 

ratio of the Lockheed Martin Space Systems Company is not so bad in this industry. The 

next ratio is the quick ratio, usually the common quick ratio of a company is over 1, but 

like the current ratio, the quick ratio of the Lockheed Martin Space Systems Company is 

only about 0.7 and its main competitors’ quick ratios are even lower than 0.5 in average. 

The last ratio is the cash ratio, in the chart 4.2.2 the cash ratio of the Lockheed Martin 

Space Systems Company is about 0.2 in average still lower than the common amount with 

its competitor. The low liquidity ratios are really industry characteristic. This condition is 

probably caused by three reasons: first these kind of companies are all high technology 

companies, the need a large quantity of currency invest in research and development. 

Second the main customers of these kind of companies are the governments, usually they 

use the sales on account and the government need to use the part of budget which spread 

in many years to pay the bill, so that the non-current asset of company is very high which 

indirectly caused the low amount of current assets, then cause the low liquidity ratios. The 

last reason is these kind of companies are too big to fail, even they have the low liquid ity 

ratios and even they have a bad management the government still will not allow them to 

bankrupt instead the government will still purchase a lot in these companies and give them 

bailout because they hold the core technology and if they bankrupt it will caused a lot of 

serious problems like the divulgence of secret, the huge increase of unemployment rate and 

the threat of national security.  

The tab 4.4.2 indicate that the growth trend of three liquidity ratios. From the tab 4.4.2 we 

can find that all three ratios are very smooth, nearly no big change during six years. So the 

operators of the Lockheed Martin Space Systems Company are quite good at control the 

liquidity of company. 
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4.2.3 Solvency ratios 

The Solvency ratios measure company’s ability to meets its long-term obligations. It 

reflects whether a company has enough cash flow to pay its liability. Size of the solvency 

ratios reflects the level of risk in operation of company. Such ratios are mainly debt ratio, 

debt-to-equity ratio and interest coverage and etc. The formulas below are the main basic 

ratios of solvency ratios. The solvency ratios can calculate by the formula (2.9), (2.10) and 

(2.11) 

Tab 4.4.3 The Solvency ratios from 2009 to 2014 

 2009 2010 2011 2012 2013 2014 

Debt ratio 0.88  0.89  0.97  1.00  0.86  0.91  

Debt-to-equity 

Ratio 

7.50  8.46  36.87  990.21  6.36  9.90  

Interest Coverage 

Ratio 

14.18 11.74 11.24 11.58 12.87 16.45 

Chart 4.4.3 The tendency of the Solvency ratios from 2009 to 2014 
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From the chart 4.4.3, it indicates that the debt ratio of the Lockheed Martin Space Systems 

Company is around 0.9 in average, it is a litter higher than other companies in the same 

industry for example the 0.6 of the Boeing Company and the 0.25 of the General Dynamic 

Company. So the Lockheed Martin Space Systems has a higher risk in operation than other 

its competitions because the debt ratio shows how many assets the company needs to sell 

to pay off its liability so the lower debt ratio the less asset the company use to pay its 

obligation. Also the high debt ratio means high risk to the investors and debt holders, 

because the company may have not assets to pay its liability that will cause the Lockheed 

Martin Space Systems Company become harder to raise capital in the financial market than 

other competitors, it will increase the cost of financial. The next ratio is the debt-to-equity 

ratio which shows the relationship between debt and equity. The debt-to-equity ratio of the 

Lockheed Martin Space Systems Company is shown in the tab 4.4.3, this tab indicates that 

the Lockheed Martin Space Systems Company has a debt-to-equity ratio even more than 7 

in average. It is unimaginable because usually the debt-to-equity ratio of company is 0.5 

even less like the 0.5 of the Boeing Company and the 0.3 of the General Dynamic Company.  

In general, the higher the debt to equity ratio indicates that the company’s debt capital is 

higher in total capital, therefore the level of protection for the debt capital is weaker; the 

lower the debt-equity ratio, the company's own financial strength is strong, and thus the 

level of protection for debt capital is higher. So the high debt-to-equity ratio of the the 

Lockheed Martin Space Systems Company maybe will jeopardize the operation of the 

company. The last main basic solvency ratio is the interest coverage ratio which tells the 

extend to which the company ś operating profit is able to meet current interest payments.  

In the tab 4.4.3 we can find the interest coverage ratio of the Lockheed Martin Space 

Systems Company is 12 in average. It is a very low amount because a higher interest 

coverage ratio indicates stronger solvency, offering grater assurance that the company can 

service its debt from operation earning and the lower interest coverage ratio indicate the 

company have some problem about service its debt from operation earning or the operation 

earning can not afford the debt, usually if the company’s interest coverage ratio is lower 

than 2.5, this company has already had serious problem on financial leverage which should 

be noticed by the investors. Even though the interest coverage ratio of the Lockheed Martin 

Space Systems Company is much higher than 2.5 but compare with its main competitors 
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for example the 20 in average of the Boeing Company and the 35 in average of the General 

Dynamic Company it is quite low. But from the chart 4.4.3 the interest coverage ratio is on 

a growth trend which indicate the operators of the Lockheed Martin Space Systems 

Company are trying to increase this ratio to avoid the company get in trouble. 

4.2.3 The Activity Ratios 

The activities ratios reflect the turnover rate and the efficiency of asset utilization, which 

can be used to evaluate a company's operating efficiency of its assets. The main basic ratios 

of activity ratios are average collection period, accounts receivable turnover and total assets 

turnover. 

The activity ratios are calculated according to (2.12), (2.13) and (2.14). 

Tab 4.4.4 The Activity ratios from 2009 to 2014 

 2009 2010 2011 2012 2013 2014 

ACP 49.74 45.38 46.95 50.08 46.30 46.45 

ART 7.24 7.93 7.67 7.19 7.77 7.75 

TAT 1.25 1.30 1.23 1.22 1.25 1.23 

Chart 4.4.4 The tendency of Activity ratios from 2009 to 2014 
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From the tab 4.4.4 and the chart 4.4.4, we can see the average collection period of the 

Lockheed Martin Space Systems Company is around 50 days in average. If the average 

collection period is shorter, that indicating the company’s accounts receivable has higher 

liquidity. The evaluation standard of this index is based on the business credit conditions 

specified in the repayment period of accounts and corporate credit policy as the basis, if 

the actual payback period exceeds a predetermined enterprise repayment period, showing 

that the funds operational efficiency is not high. Compare with its main competitors, the 

average collection period of the Lockheed Martin Space Systems Company is lower than 

the General Dynamic Company and the United Technology Corporation but a little higher 

than the Boeing Company. This condition is strange but good, because the main customer 

of the Boeing Company are not only the governments but also the business airlines and 

most of the airline companies will repayment on time but the governments sometimes not, 

however the main customers of the defense contractors are the government so it is not 

strange the Lockheed Martin Space Systems Company has a longer average collection 

period than other common companies but in the same industry it has a short average 

collection period which is good. The next ratio is the total assets turnover this ratio is a 

measure of the efficiency of enterprise asset management. In general, if the total assets 

turnover is high, it shows total assets turnover is fast and the sales ability is strong also the 

high the efficiency of asset utilization. The average value of total assets turnover of the the 

Lockheed Martin Space Systems Company from 2009 to 2014 is about 1.2 much higher 

than its competitors which indicate the company has a stronger sale ability and the 

efficiency of asset utilization is higher than its competitors. 

4.3 The Du Pont Analysis 

DuPont analysis used to evaluate a company's profitability and return on shareholders' 

equity level, a classical evaluation method enterprise performance from a financial point 

of view. The basic idea is to corporate ROE financial ratios progressively broken down 

into a number of product, which helps in-depth analysis and comparison of business 

performance.  

The Du Pont analysis can be divided into four kinds of methods which are indicate below.  

And calculate by the formula (2.15) 
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We use DuPont analysis step by step, we need to decompose ROE, so we can calculate by 

the formula (2.16). 

1. The gradual changes method 

It is a method enables to quantify the changes in the basic ratio caused by the changes in 

the component ratio. In the case of decomposition with 3 component ratios, calculate by 

the formula (2.17), (2.18) and (2.19). 

X means the basic ratio and ∆X is the absolute change in the basic ratio. a presents the 

component ratio and ∆a is the absolute change in the component ratio. This method is 

used to analyze the influence of each item in ROE. 

 

Tab 4.4.5 The Detail of gradual changes method from 2009 to 2011 

 2009-2010  2010-2011 Order 

Δ a Δxai Order Δ a Δxai Order 

EAT/Revenue -0.005 -5.17% 3 -0.007 -8.58% 2 

Revenue/Asset 0.053 2.89% 2 -0.076 -4.09% 3 

Asset/Equity 0.954 7.96% 1 28.413 199.00% 1 

 

Tab 4.4.6 The Detail of gradual changes method from 2011 to 2013 

 2011-2012  2012-2013  

Δ a Δxai Order Δ a Δxai Order 

EAT/Revenue 0.001 5.02% 2 0.008 912.50% 1 

Revenue/Asset -0.007 -1.47% 3 0.033 217.93% 2 

Asset/Equity 953.797 6769.67% 1 -984.308 
 

-8108.28% 
 

3 
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Tab 4.4.7 The Detail of gradual changes method from 2013 to 2014 

 2013-2014  

Δ a Δxai Order 

EAT/Revenue 0.0135 12.48% 2 

Revenue/Asset -0.0234 -1.36% 3 

Asset/Equity 3.5455 34.56% 1 

 
From the tab 4.4.5, tab 4.4.6, tab 4.4.7, the influence of each item in ROE is 

different in different years, however some items like the the return on assets 

ratios always have the similar influence level and the asset-to-equity ratio 

always has the biggest influence of the whole ROE. 

2. The logarithmic method 

In this method we need just one formula for the impact quantification regardless of how 

many component ratios we have, it is also an advantage of this function. Calculate by the 

formula (2.20). 

where X means basic ratio and ∆X is absolute change in the basic ratio. l x presents the 

index of change in basic ratio and 𝑙𝑎𝑖  is the index of change in component ratio. 

Tab 4.4.8 The Detail of logarithmic method from 2009 to 2012 

 2009-2010 2010-2011 2011-2012 

Δxai Order Δxai Order Δxai Order 

EAT/Revenue -5.57% 3 -17.70% 3 38.75% 2 

Revenue/Asset 3.16% 2 -9.21% 2 -11.26% 3 

Asset/Equity 8.08% 1 213.24% 1 6745.74% 1 
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Tab 4.4.9 The Detail of logarithmic method from 2012 to 2014 

 2012-2013 2013-2014 

Δxai Order Δxai Order 

EAT/Revenue 178.91% 1 15.23% 2 

Revenue/Asset 39.68% 2 -1.53% 3 

Asset/Equity -7196.44% 3 31.98% 1 

 

From the tab 4.4.8 and tab 4.4.9, we can find the asset-to-equity ratio has the biggest 

influence in all three component ratios in general and the net profit margin influence least 

in sometimes. 

3. The functional decomposition method 

The functional decomposition method works with the relative changes in basic and 

component ratios. Calculate by the formula (2.21), (2.22) and (2.23) 

Tab 4.4.10 The Detail of functional decomposition method from 2009 to 2012 

 2009-2010 2010-2011 2011-2012 

Δxai Order Δxai Order Δxai Order 

EAT/Revenue -5.58% 3 -20.73% 3 68.01% 2 

Revenue/Asset 3.16% 2 -10.74% 2 -19.84% 3 

Asset/Equity 8.09% 1 217.79% 1 6725.05% 1 

Tab 4.4.11 The Detail of functional decomposition method from 20012 to 2014 

 2012-2013 2013-2014 

Δxai Order Δxai Order 

EAT/Revenue 463.87% 1 15.33% 2 

Revenue/Asset 101.40% 2 -1.56% 3 

Asset/Equity -7543.12% 3 31.90% 1 

From the tab 4.4.10 and the tab 4.4.11, the functional decomposition method indicate that 

the asset-to-equity have the biggest influence of the ROE and the net profit margin with 

the asset turnover have a small influence of the ROE. 
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4. The integral method   

The integral method helps to analysis functional decomposition in basic and component 

ratios. The function can be calculated by formula (2.24) 

                                                
Tab 4.4.12 The Detail of integral method from 2009 to 2012 

 2009-2010 2010-2011 2011-2012 

Δxaj Order Δxaj Order Δxaj Order 

EAT/Revenue -4.77% 3 -7.14% 3 5.09% 2 

Revenue/Asset 2.87% 2 -3.82% 2 -1.46% 3 

Asset/Equity 7.58% 1 197.29% 1 6769.60% 1 

 

Tab 4.4.13 The Detail of integral method from 2012 to 2014 

 2012-2013 2013-2014 

Δxaj Order Δxaj Order 

EAT/Revenue 1082.73% 1 14.06% 2 

Revenue/Asset 228.90% 2 -1.27% 3 

Asset/Equity -8289.48% 3 32.90% 1 

 

From the tab 4.4.12 and the tab 4.4.13, we can find the asset-to-equity still has the strongest 

influence of the whole ROE and the net profit margin has the least influence. 

From the four methods of the Du Pont Analysis we can find that the asset-to-equity ratio 

have the strongest influence of the ROE in general and the net profit margin have the least 

influence of the ROE in general. The total asset turnover is a little lower than its 

competitors which result in low rates of return on total assets and equity compensation.  

However, from the perspective of performance evaluation, DuPont analysis only includes 

financial information, not fully reflect the strength of enterprises, so it has many limitations. 

For example, too much emphasis on short-term financial results, it may encourage short-

term behavior of the company's management but long-term value creation of enterprises is 

ignored. 
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4.4 The sensitivity analysis 

Sensitivity analysis means to identify impact on investment projects economic indicators 

from a number of sensitive factors of uncertainty factors, and analysis, which estimates the 

impact of the project and the degree of sensitivity of economic indicators, and then judge 

the project uncertain risk affordability. 

Tab 4.5.1 The sensitivity analysis of EBIT change in gradual change method  

EBIT Change value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 5472000 0.30% 10.82% 34.56% 45.68% 

10% 5016000 5.84% 5.28% 34.56% 45.68% 

0% 4560000 12.48% -1.36% 34.56% 45.68% 

-10% 4104000 20.60% -9.49% 34.56% 45.68% 

-20% 3648000 30.75% -19.64% 34.56% 45.68% 

Tab 4.5.2 The sensitivity analysis of EBIT change in logarithmic method 

EBIT 

Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 5472000 0.40% 13.30% 31.98% 45.68% 

10% 5016000 7.48% 6.22% 31.98% 45.68% 

0% 4560000 15.23% -1.53% 31.98% 45.68% 

-10% 4104000 23.80% -10.10% 31.98% 45.68% 

-20% 3648000 33.37% -19.68% 31.98% 45.68% 

Tab 4.5.3 The sensitivity analysis of EBIT change in functional decomposition method 

EBIT 

Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 5472000 0.41% 13.39% 31.90% 45.68% 

10% 5016000 7.55% 6.28% 31.90% 45.68% 

0% 4560000 15.33% -1.56% 31.90% 45.68% 

-10% 4104000 23.98% -10.37% 31.90% 45.68% 

-20% 3648000 33.80% -20.53% 31.90% 45.68% 
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Tab 4.5.4 The sensitivity analysis of EBIT change in integral method 

EBIT 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 5472000 0.34% 12.21% 33.13% 45.68% 

10% 5016000 6.69% 5.52% 33.47% 45.68% 

0% 4560000 14.06% -1.27% 32.90% 45.68% 

-10% 4104000 22.03% -7.57% 31.22% 45.68% 

-20% 3648000 29.93% -12.68% 28.43% 45.68% 

Chart 4.5.1 The sensitivity analysis of EBIT change  

 

From the tab 4.5.1 to 4.5.4 and the chart 4.5.1, when use the sensitivity analysis of EBIT 

change, the ROE will not change because of the formula (4.2.15) also the influence of asset 

to equity ratio will not change. The influence of net profit margin will increase with the 

decrease of the EBIT because of the decrease of net profit margin. At the same time the 

influence of asset turnover share the same trend of the change of the EBIT change, it means 

if the EBIT increase the influence of asset turnover will increase and vice versa. 

Tab 4.5.5 The sensitivity analysis of EAT change in gradual change method 
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10% 397540 19.79% -1.50% 38.02% 56.31% 

0% 361400 12.48% -1.36% 34.56% 45.68% 

-10% 325260 5.17% -1.23% 31.11% 35.05% 

-20% 289120 -2.14% -1.09% 27.65% 24.42% 
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Tab 4.5.6 The sensitivity analysis of EAT change in logarithmic method 

EAT 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 433680 33.25% -1.70% 35.38% 66.94% 

10% 397540 24.22% -1.61% 33.71% 56.31% 

0% 361400 15.23% -1.53% 31.98% 45.68% 

-10% 325260 6.29% -1.45% 30.21% 35.05% 

-20% 289120 -2.95% -1.36% 28.37% 24.42% 

Tab 4.5.7 The sensitivity analysis of EAT change in functional decomposition method 

EAT Change value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 433680 33.30% -1.74% 35.38% 66.94% 

10% 397540 24.31% -1.65% 33.64% 56.31% 

0% 361400 15.33% -1.56% 31.90% 45.68% 

-10% 325260 6.35% -1.47% 30.16% 35.05% 

-20% 289120 -2.63% -1.38% 28.43% 24.42% 

Tab 4.5.8 The sensitivity analysis of EAT change in functional decomposition method 

EAT Change value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 433680 32.88% -1.37% 35.43% 66.94% 

10% 397540 23.28% -1.33% 34.36% 56.31% 

0% 361400 14.06% -1.27% 32.90% 45.68% 

-10% 325260 5.45% -1.19% 30.79% 35.05% 

-20% 289120 -2.01% -1.07% 27.50% 24.42% 

Tab 4.5.2 The sensitivity analysis of EAT change 
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From the tab 4.5.5 to tab 4.5.8 and the chart 4.5.2, we can find that with the decrease of the 

EAT the influence of both net profit margin and asset to equity ratio decrease but the slop 

of influence change of net profit margin is much higher than the asset to equity ratio does, 

actually the change of the asset to equity ratio is very small. But with the change of EAT 

there is no change of the influence of the asset turnover. Also because of the formula 

(4.2.15) the ROE decrease with the decrease of EAT. 

Tab 4.5.9 The sensitivity analysis of equity changes in gradual change method 

Equity 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 408000 12.48% -1.36% 16.85% 27.96% 

10% 374000 12.48% -1.36% 24.90% 36.02% 

0% 340000 12.48% -1.36% 34.56% 45.68% 

-10% 306000 12.48% -1.36% 46.37% 57.49% 

-20% 272000 12.48% -1.36% 61.14% 72.25% 

Tab 4.5.10 The sensitivity analysis of equity changes in functional decomposition method  

Equity 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 408000 13.80% -1.40% 15.55% 27.96% 

10% 374000 14.46% -1.47% 22.98% 36.02% 

0% 340000 15.23% -1.56% 31.90% 45.68% 

-10% 306000 16.14% -1.66% 42.81% 57.49% 

-20% 272000 17.24% -1.80% 56.43% 72.25% 

Tab 4.5.11 The sensitivity analysis of equity changes in logarithmic method 

Equity 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 408000 13.80% -1.39% 15.55% 27.96% 

10% 374000 14.46% -1.45% 23.01% 36.02% 

0% 340000 15.23% -1.53% 31.98% 45.68% 

-10% 306000 16.14% -1.62% 42.98% 57.49% 

-20% 272000 17.24% -1.73% 56.75% 72.25% 
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Tab 4.5.12 The sensitivity analysis of equity changes in functional decomposition method 

Equity 
Change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 408000 13.64% -1.24% 15.56% 27.96% 

10% 374000 13.88% -1.26% 23.40% 36.02% 

0% 340000 14.06% -1.27% 32.90% 45.68% 

-10% 306000 14.20% -1.29% 44.58% 57.49% 

-20% 272000 14.31% -1.30% 59.24% 72.25% 

Chart 4.5.3 The sensitivity analysis of equity changes 

 

The tab 4.5.8 to tab 4.5.12 and the chart 4.5.3 reflect that with the decrease of equity the 

influence of asset to equity will increase. The influence of asset turnover almost no change 

like the net profit margin. Also the ROE will increase with the decrease of the equity. 

Tab 4.5.13 The sensitivity analysis of assets changes in gradual change method 

Assets 

change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 4448760 12.48% -13.32% 46.52% 45.68% 

10% 4078030 12.48% -7.89% 41.08% 45.68% 

0% 3707300 12.48% -1.36% 34.56% 45.68% 

-10% 3336570 12.48% 6.61% 26.59% 45.68% 

-20% 2965840 12.48% 16.57% 16.63% 45.68% 

 

-10.00%

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

20% 10% 0% -10% -20%

p
ro

p
o

rt
io

n

change

EAT/REV

REV/ASSET

ASSET/EQUITY



67 

Tab 4.5.14 The sensitivity analysis of assets changes in logarithmic method  

Assets 

change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 4448760 15.23% -16.36% 46.81% 45.68% 

10% 4078030 15.23% -9.28% 39.74% 45.68% 

0% 3707300 15.23% -1.53% 31.98% 45.68% 

-10% 3336570 15.23% 7.04% 23.42% 45.68% 

-20% 2965840 15.23% 16.62% 13.84% 45.68% 

Tab 4.5.15 The sensitivity analysis of assets changes in functional decomposition method 

Assets 

change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 4448760 15.61% -17.07% 47.14% 45.68% 

10% 4078030 15.46% -9.55% 39.78% 45.68% 

0% 3707300 15.33% -1.56% 31.90% 45.68% 

-10% 3336570 15.25% 7.08% 23.35% 45.68% 

-20% 2965840 15.23% 16.60% 13.85% 45.68% 

Tab 4.5.12 The sensitivity analysis of equity changes in functional decomposition method 

Assets 

change 

value EAT/REV REV/ASSET ASSET/EQUITY ROE 

20% 4448760 11.73% -10.38% 44.33% 45.68% 

10% 4078030 12.92% -6.77% 39.53% 45.68% 

0% 3707300 14.06% -1.27% 32.90% 45.68% 

-10% 3336570 14.93% 6.55% 24.20% 45.68% 

-20% 2965840 15.22% 16.75% 13.71% 45.68% 
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Tab 4.5.4 The sensitivity analysis of assets changes 

 

In the chart 4.5.4 and tab 4.5.12 to 4.5.16, the tendency of the influence of net profit margin 

and asset to equity ratio is opposite, with the decrease of the asset the influence of net profit 

margin is increase but the influence of asset to equity ratio is decrease. And the ROE and 

the influence of asset turnover will not change with the change of the asset. 
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5. Results and The prospects of the Lockheed Martin Space System 

Company 

From the analysis in chapter 4 we can get some result. 

First from the common-size analysis of the balance sheet operation situation of the 

Lockheed Martin Space Systems Company is getting better, even suffering the economic 

recession since 2008. The company keep a stable positive development during these years. 

The analysis of the income statement indicates the company’ net sale and the operating 

profit keep growing in the past six years and the control of cost of sales is good and the 

total cost of sales is in a slowly decrease trend. In the analysis of the cash flow of the 

Lockheed Martin Space System Company we can find that the company seems still keep 

in stable in its financial situations. 

From the analysis of financial ratios, we use four different types of ratios. In the analysis 

of profitability ratios, we find the ratio keep at a high level and keep growth compare with 

other same industry company the growth trend not only indicate the economy recovery and 

the tense situation of international security but also tell investors the high profitability of 

this company. The liquidity ratios analysis indicate all three ratios are very smooth, nearly 

no big change during these six years means the operators of the Lockheed Martin Space 

Systems Company are quite good at control the liquidity of company. The solvency ratios 

analysis indicate that the company seems has some problem in its equity because the debt-

to-equity ratio is too high even compare with the company in the same industry. The 

leadership of the company need to take action to operate the company and make it healthy.  

In the activity ratio analysis, the result indicate the company has a stronger sale ability and 

the efficiency of asset utilization is higher than other companies in the same industry. 

Which means the Lockheed Martin Space System Company has more competitiveness than 

its competitors.  

As the biggest cooperator of the Department of Defense and NASA (National Aeronautics 

and Space Administration) of United State, the Lockheed Martin Space System Company 

even occupy a quite large proportion of the defense budget of the United State government 
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once for a time. In the coming foreseeable future the Lockheed Martin Space System 

Company will keep a growth trend in its operation and to decrease the cost and increase 

the competitiveness the company maybe purchase some small defense contracts or the part 

of other big high technology company, for example the Lockheed Martin Space System 

Company purchased the Sikorsky Aircraft Corporation (once belong to the United 

Technologies Corporation) in the price of $ 9 billion. And the Lockheed Martin Space 

System Company can also merge with some big high technology company to increase its 

competitiveness for example the Lockheed Martin Space System Company wants to merge 

with the Northrop Grumman but this project was reject by the United State Congress, in 

the reason of prevent monopoly and corruption. 

In the future the Lockheed Martin Space System Company maybe be will establish 

partnership with the Space X (Space Exploration Technology) or even purchase it to get 

its technology on rocket reuse. And the Lockheed Martin Space System Company can 

purchase the aviation department of the General Electric Company to strength its research 

and development on aircraft and reduce the cost, because the Lockheed Martin Space 

System Company has a very weak ability on the development of jet engine and the jet 

engine is one of the most important and most expensive part of the modern jet aircraft. 

The leadership of the Lockheed Martin Space System Company will keep concentrate on 

the relationship with the Department of Defense and the United State government and try 

to maintain its image because in 2000 due to the Lockheed Martin Space System Company 

provide secret massages to the AsiaSat which holding by the Chinese government, it was 

fined $ 13 million by the US government this is the biggest taint of this company. 

In general, the Lockheed Martin Space System will keep stable growth in the future unless 

the world war break the operating of the company will not get huge change. And the 

Lockheed Martin Space System Company has a trend to become too big to fail. 
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6.Conclusion 

From the financial analysis of common-size analysis, financial ratios analysis, Du Pont 

analysis and the sensitivity analysis, we can inform that the Lockheed Martin Space System 

Company has a good and stable financial situation. Because the Lockheed Martin Space 

System Company is the largest defense contractor in the world and master the core technic, 

its products like PAC-3 missile and F-35 Flashlight aircraft still have no one could compere 

with them so far. The operator of the company work cautious and conscientious and the 

profitability of the company is good which attract a lot of investor. 

This thesis is divided into six part to analysis the Lockheed Martin Space System Company:  

the introduction, the conclusion, the financial analysis methodology statement, the history 

and the present financial situation of the Lockheed Martin Space System Company, the 

financial analysis of the Lockheed Martin Space System Company and the result and 

prospect of this company. In this thesis we choose the data of financial condition from the 

company’s annual report from 2009 to 2014 to analysis the financial situation of the 

Lockheed Martin Space System Company. 

In the part of the history and the present financial situation of the company we can find that 

the company develops very stable and have a very good financial situation. In 2015, the 

Lockheed Martin Space System Company has approximately $ 46.1 billion in total sales 

which not include other services. And the total assets of the company are $ 491.28 billion. 

So that is not strange the Lockheed Martin Space System Company is the biggest and most 

powerful defense contractor in the world. 

In the part of financial analyze we use the financial data to analyze the company. In 4.1 we 

use the vertical and horizontal common-size analysis to analysis the balance sheet, the 

income statement and the cash flow of the Lockheed Martin Space System Company. From 

the analysis, the result shows the company’s total asset was increasing during 2009 to 2014 

but the liabilities keep stable nearly with no change during these six years. The profitable 

of the company was increase in six years and are all positive which indicate the company 

keep earning money and the financial situation is well. In 4.2 we use four kinds of financ ia l 
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ratios to analysis the company. The profitable ratios analysis in 4.2.1 indicate the Lockheed 

Martin Space System Company’s profitability is better than other company in the same 

industry like the Boeing Company and the General Dynamic. The same situation in 

liquidity ratios analysis and the activity analysis but in the solvency ratios analysis the debt 

to equity ratios is much higher than other company in the same industry because the 

Lockheed Martin Space System Company had some problem in equity control. But in 

general the financial situation of Lockheed Martin Space System Company is healthy and 

this company is safety in invest. 

The part of Du Pond analysis also known as pyramid decomposition. From this analysis 

we can find in general the asset-to-equity ratio have the strongest influence of the ROE in 

general and the net profit margin have the least influence of the ROE. The total asset 

turnover is a little lower than its competitors which result in low rates of return on total 

assets and equity compensation.  

The next part is the sensitivity analysis. From the analysis in this part, we can indicate when 

the EBIT change the influence of net profit margin will increase with the decrease of the 

EBIT because of the decrease of net profit margin, when the EAT change, both net profit 

margin and asset to equity ratio decrease but the slop of influence change of net profit 

margin is much higher than the asset to equity ratio does and if the equity change the 

influence of asset turnover almost no change like the net profit margin. Also the ROE will 

increase with the decrease of the equity and if the asset change influence of net profit 

margin and asset to equity ratio is opposite, with the decrease of the asset the influence of 

net profit margin is increase but the influence of asset to equity ratio is decrease. 

The result and the prospect part indicate the Lockheed Martin Space System will keep 

stable growth in the future unless the world war break the operating of the company will 

not get huge change. And the Lockheed Martin Space System Company has a trend to 

become too big to fail. So may be in few years later the US government will take some 

action to avoid the too big to fail situation for example divided the whole big company into 

several small wholly-owned subsidiaries. This may be one of the risk to the investor but in 

the view of the company at present this risk is very low. 
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In all the the Lockheed Martin Space System Company is a good company to invest and it 

has a great future. 
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