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Abstract 

It is more and more common to use the financial root statement analysis technology in 
the credit work of commercial banks, but the practical problems can not be ignored. 
Starting with the main problems existing in the analysis of financial statements in the 
credit work of commercial banks at present, this paper puts forward that in order to 
improve the quality of credit work, we must master the skills of financial statement 
analysis and skillfully use the technology of financial statement analysis. 
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1. Introduction 

With the rapid development of Chinese banking and financial industry, credit business has 
become the main business and bank income source of commercial banks in China. The quality 
of credit assets determines whether commercial banks can operate successfully. The quality of 
credit assets mainly depends on the management of credit risk.In the credit examination and 
approval of banks, loan applicant enterprises are usually required to provide financial 
statements. The financial statements include the complete financial statements audited by 
accounting firms for nearly three consecutive years and the detailed description of the changes 
in the increase or decrease of important accounting subjects. This is a method of credit risk 
assessment and credit approval decision based on financial statements provided by enterprises. 
This method is based on the audited financial statements provided by the enterprise. The bank 
grasps the financial situation of the enterprise through the financial statement information 
provided by the loan application enterprise, so as to make the decision of credit license, which 
focuses on the quantitative analysis of the data. At the present stage, financial analysis still plays 
a vital role in the credit approval decision of commercial banks in our country, so whether the 
financial statement analysis part of the review report written by the credit approvers of 
commercial banks can truly, objectively and comprehensively reflect the business situation of 
the enterprise, It plays an important role in whether the final business approvers can make 
scientific and reasonable credit decisions. 

2. The basic methods of financial report analysis 

The purpose of financial statement analysis is to make decisions, which are based on the true 
and effective data. In essence, the analysis of enterprise financial statements is to find and 
analyze problems through the analysis and comparison of financial data, and finally make 
decisions, and the analysis and comparison is the key link. According to the actual situation, 
there are many methods of financial statement analysis, the commonly used analysis methods 
are structural analysis, trend analysis, ratio analysis, comparative analysis, project quality 
analysis. 
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2.1. Structural analysis 

Structural analysis is to compare and analyze a part of the financial statements with the whole, 
so that the managers of the enterprise can adjust them according to the situation of each project. 
In the financial statements, the overall proportion is 100. The proportion of other projects is 
based on the whole. According to the increase or decrease of the percentage of each project, the 
relationship between the status and structure of each subject relative to the whole is analyzed, 
and the trend of the change of financial activities is judged. 

2.2. Trend analysis 

By summing up the financial and accounting data for many years, and taking the accounting 
data of a certain period as a basic analysis data, comparing the other items with this basic data, 
we can get a corresponding trend change. The trend analysis method can effectively show the 
change of capital and the change of operation and production in several consecutive years, so 
as to sum up the favorable part and improve it. 

2.3. Ratio analysis 

In order to find out the problems in the financial accounting index better, the ratio analysis 
method can be compared by the balance sheet and flow statement of more than two accounting 
periods. In order to compare the related subjects and calculate the ratio to determine the 
relevant characteristics of financial activities. 

2.4. Comparative analysis 

A basic method in the analysis of financial statements is comparative analysis, which is based 
on the corresponding financial indicators and other indicators of the same nature to compare, 
to analyze the financial situation of the enterprise and the corresponding operating situation, 
the use of funds. Comparative analysis is the most basic analysis method and is widely used in 
financial statement analysis. 

2.5. Quality analysis of subjects  

The project quality analysis method is mainly through the analysis of the amount, nature and 
status of each component subject of the financial statements, to find out the major subjects and 
abnormal subjects, to restore the real business situation of the enterprise, and to judge its 
financial situation in combination with the industry and business environment in which the 
enterprise is located. Based on this method, the analysis of enterprise financial statements 
mainly includes asset quality analysis, capital structure analysis, profit analysis and cash flow 
quality analysis, and finally rises to the overall quality analysis of financial situation. 

3. Financial statement analysis framework of credit approval decision 

3.1. Analysis of Financial Statements Based on Credit Approval Decision 

From the point of view of credit analysis, bank review statements mainly start from the 
perspective of creditors, mainly through statement analysis, judgment and speculation of the 
solvency of enterprises. Therefore, the financial statement analysis framework based on credit 
approval decision can generally consist of the following parts :1, enterprise solvency analysis ;2, 
enterprise cash flow ability analysis ;3, credit situation analysis ;4, development prospects and 
financial crisis prediction ;5, comprehensive enterprise financial credit situation evaluation. 

3.2. Basic framework for financial statement analysis based on credit approval 
decisions 

The bank must strengthen the creditor's perspective and meet the requirements of bank credit 
risk. According to the five aspects mentioned in the above thinking, it mainly focuses on how to 
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explain the substantive risk of controlling credit examination and approval, and how to control 
the substantive risk from three aspects."What does the enterprise borrow to do, what is the 
source of repayment, what measures can not be taken ". The above three aspects mainly divide 
the substantive contents of controlling credit risk into the following nine aspects in the actual 
work of bank credit examination and approval: the initial judgment of audit report opinion type, 
the analysis of assets and liabilities, the analysis of operating ability, the analysis of profitability, 
the analysis of cash flow status, the analysis of overall financial situation, the cross-validation 
analysis of financial statement analysis method and non-financial information, the analysis of 
financing, the analysis of correlation relationship, and the composition of comprehensive audit 
of statements. 

3.2.1. Initial audit report opinion type 

In the work of bank examination and approval, in addition to requiring enterprises to provide 
spot financial statement analysis, enterprises are also required to provide audited financial 
statements for nearly three years. According to the relevant regulations of our country at 
present, the types of audit report opinions audited by certified public accountants are generally 
divided into the following types: unqualified audit reports, qualified audit reports, negative 
audit reports, and audit reports that can not (refuse) express opinions. In the examination and 
approval of bank credit, we should pay attention to the reasons for the formation of the audit 
report of the three types of audit opinion. 

3.2.2. Asset-liability analysis 

Firstly, we analyze and judge the change trend of assets and liabilities in the past three years, 
and then analyze the key accounting subjects, as well as the accounting subjects with great 
changes.  The quality of assets is the key to analyze the balance sheet,in the process of bank 
review, the examiners are required to understand the size of the assets and liabilities of the 
enterprise and the trend of the increase or decrease of the indicators in the last three years or 
longer. Compare the industry and business of the enterprise to make a preliminary judgment 
on its situation. Then according to the due diligence data provided by the audit bank, the 
financial situation of the enterprise is combed one by one to determine whether the abnormal 
data exists. Generally speaking, the assets of the enterprise can be divided into three categories, 
the actual book value assets, the assets that need to be amortized by stages, and the assets with 
uncertain book value. 

3.2.3. Operational capability analysis 

Enterprise operation ability mainly refers to the efficiency and benefit of enterprise operating 
assets. The efficiency of operating assets mainly refers to the turnover rate or turnover speed 
of assets. The benefit of operating assets usually refers to the ratio between the output of the 
enterprise and the occupation of assets. 

The analysis of enterprise operation ability is to calculate and analyze the index reflecting the 
efficiency and benefit of enterprise assets operation, to evaluate the operation ability of the 
enterprise, and to point out the direction for the enterprise to improve the economic benefit. 

First, the analysis of operation ability can evaluate the efficiency of enterprise asset operation. 

Second, the analysis of operating ability can find the problems existing in the operation of assets. 

Third, operational capacity analysis is the basis and supplement of profitability analysis and 
solvency analysis. 

3.2.4. Profitability analysis 

The analysis of profitability is mainly based on the profit statement, first combing the changes 
of each subject in the income statement item by item, and finding out the reasons for the change 
of the abnormal subject. Focus on the main business income increase or decrease changes, 
whether in line with the development trend of the industry, focus on the comparison with the 
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borrower's financial data in the same period, whether to complete the profit in order, pay 
attention to the analysis of the net profit margin index of sales. At the same time, we should pay 
attention to the quality of income, mainly from the continuous stability of income, sales net 
interest rate. 

3.2.5. Cash flow analysis 

Cash flow mainly includes three aspects: the cash flow generated by the enterprise through 
investment, the cash flow generated by the enterprise through financing, and the cash flow 
generated by the daily production and operation of the enterprise. 

First, the analysis of cash flow statement contains a large amount of enterprise accounting data, 
which can help the management of the enterprise and the users of the statement to objectively 
identify the cash flow, cash storage, cash flows and so on. 

Second, in the process of analyzing the data of the enterprise income statement, some data are 
floating to a certain extent, and the accuracy of the data in the statement of cash flow is higher 
than that in the statement of flow statement analysis can objectively and fairly reflect the profit 
situation of the enterprise. 

Third, the cash flow statement analysis is more about the behavior of investors, they based on 
the objective and fair evaluation of enterprises, speculate on the future development prospects 
of enterprises, economic trends. 

3.2.6. Cross-validation analysis of financial statement analysis methods and non-
financial information 

(1) Oral approval 

The so-called oral approval method refers to the daily sales of the enterprise according to the 
oral description of the relevant personnel of the enterpriseCross-validation of sales, monthly 
sales or annual sales. If the company's sales are weak, Then need the relevant personnel to 
explain separately, For enterprises operating daily consumer goods or fast consumption 
industry related staff should be based on single-day sales cross-validation.  

(2) Process approval 

The flow approval method is based on the verification of the flow of funds involved in daily 
production and operation in the bank settlement account. Mainly for the proportion of the flow 
of goods related to the production and operation of enterprises to speculate on their sales and 
sales income, the incoming and outgoing goods include both inter-enterprise goods and 
individual industrial and commercial enterprises. If the relevant business personnel of a foreign 
trade company verbally explain that all the sales flow of the company is public account, then 
the total sales amount of the enterprise can be calculated by using a similar method according 
to the customer's public account flow. 

(3) Bookkeeping 

If all the capital flow of an enterprise is recorded by handwritten account book, then the total 
sales of the enterprise can be obtained by calculating the current account of the account book. 
Taking a hardware sales store as an example, according to its manual record of sales flow, the 
total monthly sales of the store can be obtained by adding up and calculating the sum, and at 
the same time, it can be compared and cross-checked with the sales income provided by the 
enterprise to the bank. 

(4) Classification methodology 

If an enterprise is engaged in the sale of a variety of products, the total sales volume of the 
enterprise is calculated by using the sales quota of a known product and its proportion, that is, 
the method of classification and approval. Taking a tobacco and wine seller as an example, after 
actual verification, we know that the sales of cigarettes are about 20,000 yuan, and the 



Volume 2 Issue 1, 2021 

DOI: 10.6981/FEM.202101_2(1).0034 

245 

Frontiers in Economics and Management 

ISSN: 2692-7608 

proportion of cigarettes in all commodities is 20 yuan. It can be verified that the enterprise 
provides a check with our bank's income and actual income. 

(5) Bill approval law 

If an enterprise sells a commodity without the company's public account, but makes a 
commitment to settle the account to the customer by invoicing, it can calculate and verify the 
total sales amount according to the VAT invoice of the enterprise. This approval method 
requires additional attention to whether the enterprise has the act of invoicing. For example, if 
about 60% of the factory's sales revenue needs to develop VAT invoices, and the total amount 
of VAT invoices actually issued is about 5 million yuan, The total sales of the textile factory are 
about 8.3 million yuan, that is ,5 million yuan /0.6=8.33 million yuan. That is, the sales income 
and the enterprise to the bank sales income comparison verification. 

(6) Third-party channel verification methodology 

The so-called verification through third-party channels is that banks can compare and verify 
the relevant information provided by enterprises with the information provided by banks 
themselves from third-party channels, mainly referring to the information queried and verified 
on professional platforms, so as to verify. Identify the authenticity of bank information provided 
by an enterprise. The most basic, the bank needs through the enterprise to provide the normal 
maintenance of production and operation of the various costs, such as monthly utilities, 
employees' wages, payment vouchers and social security payment documents, to cross-check 
to verify whether the enterprise is in the normal production and operation of the authenticity. 
For example, import and export enterprises involved in applying for international trade 
financing business can log on to the customs information network, the third party shipping 
information platform to understand the relevant information related to customs clearance, 
goods and transactions of import and export enterprises, and at the same time verify the 
authenticity of documents such as customs declaration, bill of lading, waybill, entry and exit 
record list, so as to ensure the authenticity of business transaction background under trade, 
and ensure the consistency of enterprise capital flow, goods flow and information flow. 

3.2.7. Financing analysis 

The income obtained by the enterprise using the original capital at the time of its establishment 
for production, operation and investment is the endogenous financing of the enterprise. 
Generally speaking, the capital held by the enterprise itself and its rights and interests are 
embodied in the depreciation of the enterprise, the internal fund-raising of the enterprise, the 
funds raised by the enterprise owner himself and the funds retained for profit. The funds raised 
by the enterprise owner themselves include various financing, such as investment funds 
obtained through the bank and investment funds obtained by issuing bonds. The main function 
of financial institutions such as banks is to provide different services to different customers in 
order to solve the financial crisis in the course of operation or to solve the personal capital 
needs in time. In the process of solving these problems, the support provided by financial 
institutions is mainly reflected in the form of money, which is manifested in the investment of 
eligible credit customers through credit loans. In helping these enterprises solve the crisis, but 
also to obtain part of the income. 

The types of financing of enterprises usually include short-term loans, long-term loans, notes 
payable, debts payable and financial leases payable, etc. Debt financing channels generally 
include banking channels, bond markets, and other channels. During G bank credit approval, 
enterprises are required to provide a detailed list of interbank financing in bank financing 
channels. It mainly includes the type, amount, term and financing conditions of financing in and 
out of each bank's statement. The above four points are mainly as follows: 
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(i) Types of financing 

This paper mainly analyzes the main forms of the existing financing methods of enterprises, 
which are composed of, whether the types of financing are consistent with the payment 
methods of the production and operation activities of enterprises in the past, and whether they 
meet the actual demand for settlement funds in the production and operation of enterprises. 
Whether the financing mode of the enterprise in the bank is obviously weaker than that of the 
enterprise in other financial institutions. If it is weaker than the other bank's financing method, 
it is necessary to start with the contents of the financial statements, and analyze whether there 
is a pledge that can be provided to the bank as a guarantee to enhance the effectiveness of the 
bank's loan guarantee, so as to further slow down the financing risk of our bank. 

(ii) Amount of financing 

It mainly analyzes the proportion of the amount of financing in the bank, and analyzes whether 
the amount of interest-paying debt matches the income, profitability and cash flow of the 
business activities. In general, the total amount of interest-paying debt of productive 
enterprises can not exceed sales income. Trade circulation enterprises generally pay interest 
debt can not exceed the annual sales income of 30-50. Service enterprises (refers to one-time 
investment can generate cash flow for many years, such as highways, hydropower stations, 
tourist attractions, etc.) should cover at least daily management, operation, maintenance and 
debt service expenses. 

(iii) Duration of financing 

This paper mainly analyzes whether the existing financing period of the enterprise matches the 
settlement cycle in its business activities, which accords with the actual settlement demand. 
Whether the release time of our president's short-term financing and the arrangement of the 
maturity time of his bank's financing are reasonable to avoid the risk of "short debt long use" 
or "receiving" other bank financing and term mismatch. 

(iv) Financing conditions 

Financing conditions mainly focus on financing pricing and guarantee methods, in which 
financing pricing needs to understand the financing costs of enterprises in other banks, 
compare with our bank, and price level in the same industry. 

3.2.8. Relationship analysis 

At present, the related relations and related transactions in the borrowing enterprises are the 
important problems that haunt the bank credit approval work. Related party transactions 
mainly include three forms of related party transactions: group members, group members, 
their enterprises and enterprises outside the scope of the list, and non-group related 
enterprises. The purpose of related party transactions includes reducing transaction costs, 
improving operational efficiency, increasing synergy, and so on. It also includes whitewashing 
statements, adjusting profits, transferring assets, evading taxes and even evading debts. The 
most important related risk faced by banks is that enterprises use related party transactions to 
obtain financing and cover up uses. In the process of examination, we need to make full use of 
the function of banking system module, the credit information system of the people's Bank of 
China and the industrial and commercial registration system to verify the relationship between 
enterprises. 

3.2.9. Comprehensive report review 

In the process of loan approval, loan examiners will also use the method of comprehensive audit 
of statements. This method is mainly based on the comprehensive experience of loan examiners, 
and uses the reports provided by loan enterprises. Audit the rationality of related subjects 
between tables. This method is more a truth-checking process. The loan examiner looks for the 
suspicious points in the report form, and then synthetically uses the relevant financial 
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indicators to analyze whether the suspicious points are true or not.Enterprises that do not meet 
the requirements of loan approval often empty their minds to whitewash reports, but in the 
process there will always be some clues, loan examiners need to be bold in the process of 
reviewing the statements of loan enterprises to be careful to verify. 

Loan enterprises try to make financial fraud, the most common is to increase the profits of 
enterprises, through the fiction of certain transactions, this method is not easy to detect, but 
enterprises need to improve a lot of work. Of course, there have been enterprises directly 
colluding with CPA. Either way, loan reviewers will face a distorted set of reports. The common 
means of false profit increase in financial fraud enterprises are false recognition of income, false 
reduction or hidden cost, false increase of assets. False recognition of income loan enterprises 
do not follow the principle of income realization, fictitious transactions to achieve the purpose 
of increasing income. 

(1) Cost reduction or concealment 

Loan enterprises less or not calculate the cost, but also enterprises to adopt accounting policy 
changes, one-time write-off costs. Recently, due to the introduction of a new accounting system 
on goodwill, many enterprises have adopted the method of changing accounting policies to 
sterilize the related amortization at a time. 

Assets inflated 

(2) As a result of fictitious profits, the correlation between enterprise assets is bound to 
change. In order not to be detected, enterprises often use the means of increasing 
assets to deal with the false increase in profits. 

In the process of auditing the statements of such enterprises, loan auditors put forward higher 
requirements for the comprehensive quality of loan auditors. Once there was a false increase 
in income to defraud loans. The main business of the enterprise was education. It made up a 
large number of transactions in the purchase of stored value cards (parents put money in the 
cards in advance, waiting for the actual purchase hours to get preferential treatment), and 
retained a large amount of cash on the account. This part of the fund is recognized as accounts 
received in advance. In general, the transaction is normal for training institutions, but the loan 
auditor is acutely aware that the company's financial costs are unusually high if loans, accounts 
payable and long-term accounts payable are few. The loan approver suspects that there is a 
certain connection between the higher financial expenses of the enterprise and the accounts 
received in advance, because the sales model adopted by the enterprise in advance generally 
does not pay interest. As a result, the loan auditor asked the enterprise to further supplement 
the relevant information, and the enterprise needed to re-hire the firm to re-audit the 
statements that had been audited and commented on. 

4. Conclusions 

As one of the main business, the development of loan business is directly related to the 
development and survival of banks. At present, in the credit approval decision of commercial 
banks in China, the credit approval analysis method based on financial statements is still the 
main credit approval basis of each bank.It is important to note that, as opposed to the 
examination and approval method which is interpreted only through financial statement 
analysis, commercial banks construct a basic framework based on credit approval analysis, 
including initial judgment of audit report opinion type, asset-liability analysis, operational 
capability analysis, profitability analysis, cash flow analysis, cross-validation analysis of 
financial statement analysis method and non-financial information, financing analysis and 
correlation analysis. Applying the analysis framework to the actual credit approval work of 
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banks, they can grasp the real situation of loan application enterprises from many angles and 
provide an effective basis for the final credit decision. 
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