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Preface and Acknowledgements

This book draws on, develops and extends the content of a previous book – and, I hope, makes some of the techniques of analysis and forecasting clearer. It also draws heavily on the content and techniques from an accounts module I ran, as part of a university MBA course, to help nonspecialists understand what accounts show – and what they cannot show.

During my professional career, I had occasion to use accounts on a regular basis. Although trained as an economist, I had little initial familiarity with published accounts and I was thrown in ‘at the deep end’ when I became a financial journalist and had to make sure I understood what I was writing about.

Later, as a stock-broking analyst and then an investment fund manager (but admittedly with a company secretary’s qualification boosting my technical understanding), I found that even what appeared to be quite complicated accounts could reveal large amounts of information to a non-specialist who was prepared to exercise some diligence in breaking the information down and some intelligence in connecting disparate pieces of information together – perhaps derived from other, complementary sources.

When I spent ten years as a ‘company doctor’ called in to help companies that were experiencing some form of financial or organisational difficulty, I became particularly aware of the nuancing techniques that a skilfully prepared set of accounts could be subjected to. During this time, I encountered many instances of the decline of professional standards among some accounting firms – which often adversely affected the companies to which they were auditors and advisers.

Not being an accountant myself (although I had a professional qualification which at one time allowed the formal audit of company accounts), I was often subjected to an initially condescending attitude from some of the firms whose work I sometimes questioned. Some readers may consequently attribute what they may interpret as critical remarks about accounting concepts – or even accountants – they may find in the text, to a legacy of my interactions with the profession. I had better set the record straight here and state that I really do not hold all the accounting profession in contempt!

I am particularly grateful to Mr Stephen R Jones, company secretary of Rotork plc; Mr Graham Martin, executive director of Tullow Oil plc; Mr Paul Lister, company secretary of Associated British Foods plc; Mr Keith Ruddock, company secretary of Weir Group plc and Mr Philip Hudson Group Company secretary of Drax plc, for granting permission to use information from their published company accounts (not all of which are used or referred to, however). Because of their simplicity and clarity, I have drawn examples mostly from Rotork’s 2013 accounts – which is not to say that others are not clear or suitable! I would strongly suggest readers study the equivalent tables in the accounts of other companies as a means of expanding their comprehension and familiarity with published accounts. All those I have listed would be suitable for this.

I am also grateful to the many students from non-technical backgrounds, to whom I lectured over a period of ten years or so on MBA courses – many of whom initially thought numbers were ‘hard’ and analysing accounts was a task too far – in helping me to develop techniques to try to convince them otherwise. I hope that these techniques will prove to be of use to readers of this book.

Stephen Bloomfield
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