Monthly Financial Metrics Tracker

This comprehensive tracker helps business owners monitor and evaluate critical financial performance
indicators on a monthly basis. By consistently tracking these seven essential metrics, youll gain valuable
insights into your company’s financial health, operational efficiency, and potential areas for improvement.
The following sections detail each metric, explain what they reveal about your business, and provide
guidance on setting appropriate targets to drive sustainable growth and profitability.



EaGrasp
How to Use This Tracker

The Monthly Financial Metrics Tracker is designed to provide a structured approach
to monitoring your business's financial performance. By recording data consistently,
youll develop a clearer understanding of trends and be better positioned to make
informed decisions.

Gather Your Financial Data

Collect information from your accounting system, including profit and loss
accounts, balance sheets, debtor reports, and cash flow forecasts. Ensure all
data is accurate and up-to-date.

Set Realistic Targets

Establish meaningful targets for each metric based on industry benchmarks,
your historical performance, and strategic goals. Be ambitious yet realistic
about what your business can achieve.

Record Monthly Results

At the end of each month, calculate each metric and record the values in
the appropriate column. Be consistent with your timing to ensure
comparability.

Analyse Trends and Take Action

Compare results against targets and previous periods. Identify
patterns, investigate significant variations, and develop action plans
to address issues or capitalise on positive trends.

For maximum benefit, schedule a monthly financial review meeting to discuss the
metrics, analyse performance, and implement improvement strategies. This
consistent approach transforms financial monitoring from a reactive task into a
proactive management tool.



Profitability Metrics

Profitability metrics provide critical insights into how effectively your business converts turnover into profit.

These fundamental indicators help you understand if your pricing strategy, cost controls, and overall

business model are efficient.

Metric What it Tells
You

Gross Margin How

% profitable
your work is
before
overheads

Net Profit % Overall
business
profitability

Gross Margin Percentage

Gross margin represents the percentage of
turnover that exceeds your direct costs of
delivering goods or services. It's calculated as:

(T'urnover — CostofGoodsSold) +
Revenue x 100

A healthy gross margin indicates your core
business activities are fundamentally profitable. If
this figure is declining, you may need to review
pricing strategies, supplier costs, or production
efficiencies.

Your Target Month1

Month 2 Month 3

Net Profit Percentage

Net profit percentage shows how much of each
pound of revenue remains as profit after all
expenses. It's calculated as:

NetProfit +~ Turnover x 100

This comprehensive metric accounts for all
business costs, including overheads, taxes, and
interest. Declining net profit percentage may
indicate rising operational costs, ineffective pricing,
or challenges with scaling the business model.

Industry benchmarks vary significantly, but most successful small and medium businesses aim for gross

margins of 50-70% and net profit percentages of 10-20%. Service businesses typically achieve higher

margins than product-based companies. Monitor these metrics closely to ensure your business model

remains viable and competitive.



Liquidity and Cash Flow Metrics

Liquidity metrics assess your business's ability to meet short-term financial obligations (debts) and

maintain adequate cash reserves. Even profitable businesses can fail due to cash flow challenges, making
these metrics essential for sustainable operations.

Metric What It Tells
You

Debtor Days How quickly

clients pay

Short-term
financial
health

Current Ratio

Cash Runway How long you

(months) could
operate with
current cash

Debtor Days

This metric reveals how
long, on average, your
customers take to pay their
invoices. Calculate it using:

(Debtors +
Turnover) x 365

Lower debtor days improve
cash flow and reduce the
risk of bad debts. If your
figure exceeds the target of
45 days, consider
implementing tighter credit
control measures, offering
early payment discounts,
or revising payment terms.

Your Target Month1
Under 45
Above 1.2

Current Ratio

The current ratio measures
your ability to pay short-
term obligations using:

CurrentAssets =
CurrentLiabilities

A ratio above 1.2 indicates
good short-term financial
health, while figures below
1.0 suggest potential cash
flow problems. Monitor this
ratio monthly to ensure
your business maintains
adequate liquidity.

Month 2

Month 3

Cash Runway

This critical metric
estimates how many
months your business
could continue operating
with current cash reserves:

CashBalance +
MonthlyCashBurnRate

Most financial experts
recommend maintaining a
mMinimum 3-6 month
runway. Businesses with
seasonal fluctuations or
growth plans should aim
for longer runways to
provide additional security.

Maintaining healthy liquidity metrics requires balancing growth investments with prudent cash

management. Consider establishing minimum acceptable thresholds for each metric and develop

contingency plans for addressing potential shortfalls before they become critical issues.



Operational Efficiency Metrics

Operational efficiency metrics help you understand how effectively your business utilises its resources.

These indicators reveal opportunities to improve productivity, reduce waste, and enhance overall business

performance.
Metric WhatIt Tells Your Target
You
Revenue per Output per
Head (£) employee
Stock Efficiency in
Turnover converting
stock to sales
Revenue per Head

This productivity metric measures the average
revenue generated by each employee, calculated
as:

Turnover —~ Numberof Employees

Revenue per head varies significantly by industry,
with knowledge-based and technology businesses
typically achieving higher figures than labour-
intensive operations. A declining trend may
indicate reduced efficiency, while increases
suggest improved productivity or successful
scaling of your business model.

When setting targets, consider both industry
benchmarks and your specific business stage.
Early-stage businesses often have lower figures,
which should increase as operations mature and
efficiency improves.

Month1 Month 2 Month 3

Stock Turnover

For product-based businesses, stock turnover (or
inventory turnover) measures how efficiently you
convert inventory into sales:

Costof GoodsSold =

AveragelnventoryValue

Higher turnover rates generally indicate better
inventory management and working capital
efficiency. However, extremely high rates might
suggest stock shortages that could affect
customer satisfaction.

Low turnover rates often reveal excess inventory,
potential obsolescence issues, or misalignment
between purchasing and sales forecasts. Consider
category-specific analysis to identify problem
areas and implement targeted improvements.

Improving operational efficiency requires balancing multiple factors including process optimisation,
appropriate staffing levels, and effective resource allocation. These metrics help identify imbalances and
guide targeted improvements to enhance overall business performance.



Metric Calculation Guide

Accurate and consistent calculation methods are essential for meaningful performance monitoring. Use

this guide to ensure all team members understand how to properly calculate each metric.

Gross Margin %

Formula: (Revenue - Cost of Goods Sold) + Revenue
x 100

Data Sources: Profit & Loss Statement

Example: If monthly revenue is £100,000 and COGS
is £40,000, then Gross Margin % = (£100,000 -
£40,000) + £100,000 % 100 = 60%

O

Debtor Days

Formula: (Accounts Receivable + Annual Revenue)
x 365

Data Sources: Balance Sheet, Profit & Loss
Statement

Example: If accounts receivable is £50,000 and
annual revenue is £600,000, then Debtor Days =
(£50,000 + £600,000) x 365 = 30.4 days

(D

Cash Runway

Formula: Cash Balance + Monthly Cash Burn Rate
Data Sources: Balance Sheet, Cash Flow Statement

Example: If cash balance is £120,000 and monthly
cash burn is £30,000, then Cash Runway = £120,000
+ £30,000 = 4 months

Net Profit %
Formula: Net Profit + Revenue x 100

Data Sources: Profit & Loss Statement

Example: If monthly revenue is £100,000 and net
profit is £15,000, then Net Profit % = £15,000 + £100,000
x 100 =15%

NE

Current Ratio

Formula: Current Assets + Current Liabilities
Data Sources: Balance Sheet

Example: If current assets are £80,000 and current
liabilities are £60,000, then Current Ratio = £80,000 +

£60,000 = 1.33
o i
S
Revenue per Head

Formula: Total Revenue + Number of Employees
Data Sources: Profit & Loss Statement, HR Records

Example: If monthly revenue is £100,000 and you
have 5 employees, then Revenue per Head =
£100,000 + 5 = £20,000 per employee

For Stock Turnover, calculate using: Cost of Goods Sold + Average Inventory Value. If monthly COGS is
£30,000 and average inventory is £90,000, then Stock Turnover = £30,000 + £90,000 = 0.33 turns per month

(or 4 turns per year).

When calculating these metrics, ensure you use consistent time periods and data sources to maintain

comparability. For the most accurate insights, calculate metrics based on the same accounting principles

each month and verify data accuracy before analysis.



Setting Appropriate Targets

Establishing meaningful targets for each metric is crucial for driving business improvement. Effective targets

should be challenging yet achievable, based on a combination of industry benchmarks, historical
performance, and your strategic objectives.

Gross Margin %

Net Profit %

Debtor Days

Current Ratio

Cash Runway

0

B Low Performance

25
B Average Performance

75

B High Performance

The chart above provides generic benchmarks as a starting point for target setting. However, these figures

should be adjusted based on your specific circumstances:

Industry-Specific
Adjustments

Different sectors have
vastly different financial
profiles. Manufacturing
businesses typically have
lower gross margins than
consulting firms. Research
industry-specific
lbenchmarks through trade
associations, business
networks, or market reports
to ensure your targets are

appropriate for your sector.

Business Lifecycle
Considerations

Early-stage businesses
often prioritise growth over
profitability, while mature
businesses focus more on
efficiency and cash
generation. Adjust your
targets based on your
company’s current stage
and strategic priorities.
Growth-focused
businesses might accept
lower profitability if revenue
is increasing significantly.

Progressive
Improvement

Rather than setting fixed
targets, consider
implementing progressive
improvement goals. For
instance, if your current
debtor days figure is 60,
aim to reduce it by 5 days
each quarter until you
reach your long-term
target of 30 days. This
approach creates
achievable milestones and
mMaintains momentum.

Review and adjust your targets at least annually to ensure they remain relevant and challenging. As your

business evolves and market conditions change, your financial targets should adapt accordingly. Consider
involving key team members in the target-setting process to improve understanding and commitment to

achieving these goals.



Taking Action on Your Metrics

Tracking metrics only delivers value when the insights drive meaningful business improvements. This

section provides guidance on interpreting results and implementing appropriate actions to address issues

or capitalise on opportunities.

Q

Identify Patterns and Anomalies

Look for consistent trends across multiple months
and significant deviations from expected
performance. Consider external factors
(economic conditions, seosonolity) and internal
changes (pricing adjustments, new hires) that
might explain variations.

Develop Action Plans

Create specific, time-bound improvement
strategies with clear ownership and
accountability. Prioritise actions that address the
most critical issues or offer the greatest potential
impact. Document these plans and review
progress regularly.

5

Investigate Root Causes

Dig deeper into concerning metrics by breaking
down the data further. For declining gross
margins, analyse profitability by product line or
service category. For increasing debtor days,
examine individual customer payment patterns
and review credit control processes.

A

Measure Impact

After implementing changes, closely monitor
relevant metrics to assess effectiveness. Be
prepared to refine your approach if initial actions
don't deliver the expected improvements.
Celebrate and communicate successes to
reinforce the value of data-driven decision
making.

“The Monthly Financial Metrics Tracker is most valuable when it becomes the foundation for regular
business reviews and strategic planning. Schedule dedicated time each month to analyse these metrics
and use the insights to inform both operational and strategic decisions.”

Remember that financial metrics tell part of your business story but should be considered alongside other

performance indicators. Customer satisfaction, employee engagement, and market positioning are equally

important dimensions of business success that complement these financial measures.

By consistently tracking, analysing, and acting upon these seven critical metrics, you'll develop a deeper

understanding of your business dynamics and be better positioned to navigate challenges and capitalise

on opportunities. This disciplined approach to financial management is a hallmark of successful,

sustainable businesses.



How Grasp Can Help

We don't just prepare your accounts. We help you understand them.

Whether you're building a dashboard, planning a price rise, or simply trying to get control of your cashflow
our advisory support is built to make sense of the numbers.

We can help with:

Monthly finance check-ins

KPI and dashboard design

Profitability reviews

A full workshop on understanding your accounts and key metrics



