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If you are a stock market investor or desire to be one and are intimidated by the financial statements of a company, “Warren Buffett and the Interpretation of Financial Statements” is the book for you. The authors, Mary Buffett and David Clark walk readers through the three major financial statements line by line. Each line has its own chapter and each chapter is only two or three pages long. The book is small and the print is large making it a very inviting and educational journey. Throughout it all, is a smattering of wisdom and anecdotes quoted from the master investor himself, Warren Buffett.
One of the richest men in the world, Warren Buffett is renowned for his buy and hold strategy for investing. Although day-trading has become popular, Buffett maintains his billions through long-term investing in companies with a durable competitive advantage. Through the overview of each line of the financial statements, readers learn what sorts of numbers Buffett feels a good company should have. The authors point out why he shies away from cheap stocks or companies with high research and development costs. Ratios such as gross profit margin are defined along with examples of companies that consistently carry the percentages Buffett looks for. 
Several chapters explain where Buffett begins his search for an exceptional company and where to go for financial information. From there, readers are led through the income statement with lessons ranging from what types of expenses to keep a careful eye on to what numbers to look for in net earnings. Walking through the balance sheet the reader learns why less property, plant and equipment a company has can be a good thing. A couple of paragraphs about retained earnings in chapter 45 explain why it is one of the most important numbers on a balance sheet in determining whether it will make Buffett superrich. The cash flow statement is covered in only three chapters, but the authors give a good description of the three sections it is broken down into and why it is used.
According to Warren Buffet, “You have to understand accounting and you have to understand the nuances of accounting. It’s the language of business and it’s an imperfect language, but unless you are willing to put in the effort to learn accounting-how to read and interpret financial statements-you really shouldn’t select stocks yourself.”   With the economy in a recession and stock prices so low, this is a good time to learn more about the language of business. This book can not tell you which company to invest in, but it can help you determine whether a company is worth investing in at all.
Sheilah Moyle graduated Summa Cum Laude in May 2009 from Western Carolina University earning a BSBA degree in both accounting and finance.  During Spring Semester, Sheilah read this book to compliment her course work and to enhance her knowledge of investments. For previously reviewed books, visit our Web site at www.wcu.edu/cob.
