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Financial Analysi

- annual sales were 2/3 of what they had been only 2
years earlier

- negative equity position of $84 million

« 1980s: preference for toy industry, low
unemployment and interest rate: interest rate |’ =>

debt becomes cheaper
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Industry Analysis

factors of success: economy,
demography, seasonality, successful
product introduction on a regular basis

1983 1984 1985 1986 1987
2991 % 0,14 %
218,99 71,54
2017 1,51
39,07 19,30
58,31 75,83

Company analysis

- "high-wire act of the toy industry
- 2 notable recoveries
- skeptical for 3rd recovery
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- decreasing sales since 1984 T ey Py ey ey ey prey
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« satisfactory current ratio, but it is fluctuating
and the major portion of current assets are
accounts receivable
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- high degree of deBendency on - on the firm's capital: relative importance of

borrowing long term debt is increasing
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frustrating interest earned interest ratio
(over the last years)
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Values

the ratio infers the company's overall net loss
over the last years

NEet prom margin
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» decreasing ROE (except 1985)

REWrn on equity

- ROA shows volatility over the years
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SWOT Analysis

Strenghts Weaknesses
« 2 notable recoveries « sales reduction => negative equit
* current ratio position

* negative sales growth

+ dependency on debt

- precarious capital position

- reduction in stock price

Opportunities Threats
- 6th year of overall strength for the - only largest companies were
economy able to minimize sales and

- lowest unemployment and interest rates profit volatility through
« increasing birth rates (demography) diversification
- consolidation of toy industry - fortune depends on strength

- consolidation of basic and technology- of new products
enhanced toys - lack of exciting new toy
introductions
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inancing and
estructuring Options

precarious capital position
- creditors were wary of lending any more
- new equity from outsiders was virtually not possible

Alternatives

1. hopes that products will do well
2. merge

3. issuance of more equity at right market price
4. restructure/ renegotiate debts (debt/ equity
swap or issuance of common stock/ warrants)
5. liquidation
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Alternatives 1 & 2

2. Alternative

« merger beneficial
only if a synergy
happens

- value of total assets <
toal value of
liabilities

- firm's sale cannot
cover costs

Alternative
 weak sales
- skeptical recovery

- limited prospects of
increasing sales
negative net income
negative net worth
default for loans

no new equity

=> NO
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