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Financial Analyst Interview Questions
Introduction

A person who evaluates the information to assist companies makes excellent financial decisions
is called a financial analyst. They help in accomplishing this through consolidating & analyzing
information, generating reports on status & potential dangers, plus developing the financial
models.

The financial analyst needs to have a better eye for detail & organization for one to precisely
report on business status. Also, they need to be capable to take the information they evaluate &
utilize it to make creative new methods to improve sales and productivity. Below are interview
questions for financial analysts.

1. What’s financial modeling?

This is a quantitative analysis that is commonly utilized for either overall corporate finance or
asset pricing. It’s the procedure wherein some company’s expenses & earnings are considered to
anticipate the influence of today’s choices in the future.

Financial model turns-out to be a more impactful tool with the following responsibilities:

e Estimate valuation of a business

e Strategic planning

e Compare competition

e Test various scenarios

e Measure impacts of changes at economic policies
e Budget planning & allocation

Because financial modeling is among the utmost primary key-skills, one can share the experience
about utilizing various financial models containing the consolidation model, reduced cash flow
model, leveraged buyout model, initial public offering model, etc.

2. What are the 3 financial statements?

The balance sheet displays a company’s assets, shareholders’ and liabilities equity. An income
statement shows the company’s expenses, revenues, & net income. The cash flow statement
displays cash inflows & outflows from the 3 areas. They include operating activities, financing
activities, and investing activities.



3. What does a corporation’s budgeting process seem like?

The best budget should have buy-in from every department in a company. It’s realistic though
strives for success. Also, it’s risk-adjusted to enable for a margin-of-error, & is tied to the
company’s general strategic plan. For one to achieve this, the budget requires an iterative process
that includes every department. This can be zero-based or building off from the previous year.
However, it depends on the kind of business you are running as to the better method. It is
significant to have a better budgeting/planning calendar that any person can follow.

4. Explain cash flow statement
Cash flow statements have three main categories

e Financing activities
e Investing activities
e Operating activities

After you’ve calculated the total cash from the above-listed categories, count an opening-cash
balance, & explaining all-important adjustments, you’ll arrive at the total change at cash.

Benefits of using cash flow statement include

e Provides data & information about a company’s liquidity status

e Highlights changes at account balances on the balance sheet

e Gives an estimation of accessible free-cash-flow

e Helps at outlining the firm’s capability to change the cash flows status in future

e Helps in showing the company’s capability to meet growth requirements in the future
Why do you need to be a financial analyst?

Here the interviewer may ask the question to understand more about you & your professional
goals. The answer here needs to be given an in-depth description of why you need to be a
financial analyst.

Sample response

| need to be a financial analyst the reason being | am a detail-oriented individual with an
inquisitive mind. Also, I enjoy assisting others, & | need to pursue a career where | combine my
logical habits with a need to assist & serve people.

6. Which process do you utilize to create precise sales reports?

Here an interviewer requests this question to find out whether you’ve got a procedure for
conducting financial-analyses. The answer needs to offer an informed account of steps you can



take to complete this process for you to demonstrate your professionalism & efficiency at this
position.

Sample response

| realize that the best method of producing perfect financial reports is enlisting the assistance of
industry-designed software tools. | utilize Balanced-Scorecard to verify a company's present
financial status before analyzing additional specific areas, like liabilities & operating income.

7. What’s your strength that will benefit your career as a financial analyst?

Asking this, an employer might be attempting to see how a current professional capability is best
as the financial analyst. The answer needs to identify some strength of yours that directly relates
to your career. You can also include some examples for maximizing your statement impact.

8. If you could utilize just a single statement to review overall company health, which
statement will it be & why?

Cash is king. This cash flow statement offers a true image of the amount of cash the company
will generate. Ironically, this often receives the smallest attention. One can perhaps pick a
dissimilar answer for the question, but you require offering the best justification.

9. When one spots an irregularity in a corporation’s financial records, what will you
do?

With this question, the hiring manager needs to understand that, when you spot an odd
happening, you’ll take appropriate actions. This question will allow them to gain some insights
regarding the way you react to probable problems & what you will do to overcome the situation.

10. When can a company consider providing debt in place of equity?

A corporation should continually optimize its capital structure. When it has a taxable income, it
can be beneficial from the tax shield of offering debt. If a firm has instantly steady cash flows &
is cable to make essential interest payments, then it can make sense which provides debt if it
drops the company’s weighted normal capital cost.

11. Which is inexpensive, equity or debt?

Debt is inexpensive the reason being it’s funded before equity & has a warranty backing it.
Furthermore, debt positions ahead of the equity at business liquidation. There are cons and pros
to financing using equity vs. debt that a business requires to consider. It’s not better to utilize
debt financing just because it is cheaper. Moreover, the best answer to this question might
highlight tradeoffs if there’s a follow-up needed.

12. How can you calculate WACC?



Weighted-Average Cost-of-Capital (WACC) is calculated by taking debt percentage to total
capital and then multiplied by debt interest rate and then multiplied by 1 minus the actual tax
rate, plus a percentage of equity-to-capital, multiplied by necessary return at equity.

13. What occurs on the income statement if an inventory moves up through $10?
Nothing will happen.

This question is tricky and just the balance sheet & cash-flow statements are impacted by
purchasing an inventory.

14. What is negative working capital?

This is common in other industries, like grocery retail & restaurant business. With a grocery
store, clients pay upfront, inventory moves comparatively faster, though suppliers normally give
30-day credit and can be more. Thus, the company gets cash from clients before it requires the
cash to wage suppliers. Thus, negative working capital refers to a sign of competence in
businesses which has a low inventory & accounts receivable. In different situations, negative-
working capital signals that a company is going through financial issues if it does not have
sufficient cash to pay the current liabilities.

15. What’s working capital?

This is normally stated as existing assets without current liabilities. At banking, working capital
is normally stated more closely as existing assets less the current liabilities. Other times it is
more narrowly stated as accounts achieved plus inventory without accounts payable.

16. When does one capitalize instead of expense a buy?

If a purchase is used in business for one year and above, it’s capitalized & depreciated depending
on the corporation’s accounting policies.

17. How will an inventory write-down distress three financial statements?

A balance sheet, asset account of inventory decreased by write-down amount, & so is equity
shareholders’. The income statement is affected with expense in any cost-0f-goods sold or
different line products for write-down amount, decreasing net income. On the cash flow
statement, a write-down is placed back to cash from operating doings, as it is a non-cash
expenditure.

18. How does one record PPE & tell us why it’s important?

There are 4 places to consider when making accounting for Plant, Property, and Equipment on a
balance sheet. These includes

e Initial purchase



e Additions (capital-expenditures)
e Depreciation
e Dispositions

Apart from these four, you can also have to contemplate revaluation. For numerous businesses,
PP&E remains the major capital asset that creates revenue, cash flow, and profitability.

19. Why would companies merge? What are the main factors drive that mergers &
acquisitions?

There are numerous reasons why a company goes via the M&A procedure. To get synergies to
enter the new markets, get new tech, eradicate a competitor, & since it is “accretive” to monetary
metrics.

20. Suppose you were the CFO of this company, what will keep one up a night?

With this kind of question, you need to step back and offer a high-level summary of the company
existing financial position or the company’s position in the industry in general. Highlight a thing
on every of 3 financial statements.

Balance sheet: Capital assets, Liquidity, Credit metrics, leverage, and Liquidity ratios, return on
assets), & return on equity.

Income statement: Margins, profitability & growth rates

Cash flow statement: Long-term and short-term cash flow profile, everyone requires to raise
return or money capital on shareholders.

Non-financial statement: Government regulation, Company culture, conditions in capital
markets.

21. Which of the process do you utilize in creating an exact sales report?

This question will help the interviewer identify whether you’ve got a process of conducting
financial studies. Your answer needs to offer some informed account of steps you need to take
for completing the process to show professionalism & efficiency in the position.

22. Which financial procedures are you conversant with for making an analysis?

This question helps the interviewer in finding out how familiar you’re with the industry
language. The answer needs to include more methods & a brief narrative of how the way you
apply the methodologies to the analysis.

Sample response



| am experienced in operating with the vertical, trend, and horizontal analysis to measure a
company's monetary progress over some period. With my past job, | utilized ratio analysis in
determining my corporation’s liquid assets with relation to liabilities

23. What do you consider to be the best metric evaluation for examining some
company’s stock?

There’s no certain metric that depends on the way you put the answer & make an interviewer
understand the value of the certain parameter which you mention.

The major intention of the question is to check your ability to critical thinking & logical skills.
The question offers you some chance to show your competencies of identifying possible pros &
cons linked to the availability of investment options. This may assist one in scoring better for the
eClerx aptitude-test to some financial analysts.

Normally, the technical analysts utilize some kinds of charts for checking the stock price, which
forms the basics of selecting the appropriate.

e Bar charts (assist in tracking periodic lows and highs of stock cost)
e Line charts (assist in tracking everyday movements)

e Point chart (assist in defining stock momentums)

24. Explain quarterly expense & forecasting models

Analysis of revenue & expenses that are foretold to be made or incurred in the future is known as
quarterly forecasting.

To this, mentioning to income statement with a full monetary model operates well. However,
creating some realistic models remains a challenge, & thus the function of a financial analyst.
Like an expert, you require to model incomes with high degrees of precision and detail.

The expense model speaks of what expense groups are enabled on a certain kind of work order
that makes the basis of constructing a budget. Moreover, to make the model efficient, an expense
projection model is made. This helps in classifying a variable & fixed cost that forms a
foundation of precisely forecasting a company’s anticipated loss of profit.

25. What’s the variation between a ledger and a journal?

Journal refers to a book where every financial transaction will be recorded for 1st time. Ledger
refers to those particular accounts that are taken from the original journal.

26. What’s the difference between a balance sheet and a P&L statement?

The balance sheet summarizes the financial position of an organization for some particular point
in time. profit & loss statement displays revenues & expenses at a set of period.



27. What’s ‘cost accountancy’?

This is an app of costing & methods, techniques, and cost accounting principles to science, art, &
practice of control cost & profitability ascertainment and presentation of data for decision-
making managers.

28. List the financial statements that you know
4 major financial statements are available. They include
Income statements
Balance sheets
Shareholder equity Statements
Cash-flow statement
29. What’s NPV and where can it be used?

Net Present Value refers to the variance between present cash inflows value & current value of
cash-outflows. Moreover, NPV is utilized in capital budgeting for analyzing the profitability of a
projected project or investment.

30. Explain capital structure?

Capital structure is the way a company finances its general operations & growth through using
various funds sources.

Conclusion

Getting a financial analyst job is easy when with the required skills and sufficient preparations.
Furthermore, this article has 30 questions that are likely to be interviewed for a financial analyst
job.



