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Fundamental analysis (FA) is a method that used to determine value of stock by analysis
economic and financial factors. Fundamental analysis includes anything that can affect
the security's value, from macroeconomic factors such as the state of the economy and
industry conditions to microeconomic factors like the effectiveness of the company's
management.
Fundamental analysis focus on key issues related to business and its performance. The
fundamental analyst initially takes a top-down approach to understand the fundamental
aspects. It involves analyzing shares (stocks) of companies by first analyzing the
economy, industry, and then the company. The overall health of the economy, both
current and future is firstly viewed.
After the analysis of the economy, the next step is to analysis the industry of which the
company is a part. This step of the analysis is refers to find out as much information as
possible about the industry and the inter-relationships of the companies in that industry.
The next step is to study the company and its products.

Fundamental Analysis

Objectives and goals of Fundamental Analysis:
Objective
1. It is an approah for Company stock valuation.
2. For projection on its business performance.
3. Evaluate management and make internal business decisions
4. Calculate a company’s credit risk
5. Make financial forecasts ,

Goals:
1. Predicting future price movement
2. Determining fair value
3. Management Evaluation
4. Analysing companies strength
5. Determining company’ablility to beat competitors

Some, often questions arises:
Is the company’s revenue growing?
Is it actually making a profit?
Is it in a strong enough position to beat out its competitors in the future?

Is it able to repay its debts?
These are very involved question, i.e.,whether the company’s stock a good
investment? Fundamental Analysis is an effective tool to help us answer
this question.

Fundamental analysts make use of two different methods:


The top-down approach makes the analyst start their analysis with global
economics (like GDP growth rates, inflation, interest rates, productivity, etc.) and
then narrow their research to regional or industry analysis (like total sales, price
levels, entry or exit from the industry, etc.).



The bottom-up approach is when the analyst starts with a particular business and
then moves on to a more macro analysis.

Following is the top down approach of Fundamental Analysis:

It is, thus, a stock valuation methodology that uses financial and economic analysis to
envisage the movement of stock prices. The relevant data and information for analysis

could include both financial and non-financial aspects such as estimates of growth,
demand for products sold, industry comparisons, economy-wide changes, changes in
government policies, etc. The outcome of such an analysis is a value (or a range of
values) of the stock of the company called its ‘intrinsic value’.

Following are the factor consider in the economic analysis, industry analysis and
company analysis:

