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What Are the 5 Financial KPIs
Every Business Owner Should CFO
Track in 2026?

There is no shortage of metrics available to business owners. The challenge is not
access to data. It is knowing which numbers actually matter.

The right KPIs should answer three questions:

e How is the business performing?

e Where is it exposed to risk?

e What needs to change?

In working with growing and exit-minded
companies, five financial KPIs consistently stand
out. Each provides a different lens into the
business: profitability, liquidity, efficiency, cash

flow, and risk.

1. Return on Equity (ROE) 2. Current Ratio
The All-in Performance Metric Your Short-term Solvency Check

What it measures: Current assets divided by

What it measures: How effectively the business o
current liabilities.

generates profit from the capital invested.
Why it matters: This is an early indicator of

Why it matters: ROE connects the full financial liquidity risk.

picture, including: profitability, —operational |t gnswers: Can we meet our short-term
efficiency, balance sheet structure, and use of obligations without strain?

leverage. A healthy current ratio means:

It answers a fundamental question: Are we * Vendors can be paid on time
e Payroll is covered

creating real value with the capital at risk?
* The business has operating flexibility

Revenue growth alone does not guarantee value A weak ratio can signal:

creation. ROE forces discipline by showing ) .
¢ Tight cash conditions

* Overextension
consuming capital. * Increased risk of disruption

whether growth is productive or simply

What to watch: What to watch:

e Sudden declines

e Ratios below roughly 1.2 to 1.5, depending
on the industry

* Impact of leverage * The quality of current assets

e Consistency over time

e Comparison to cost of capital
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3. Inventory Turnover
How Efficiently Inventory is Managed

What it measures: Cost of goods sold divided by
average inventory.

Why it matters: Inventory is often one of the
largest uses of cash. Turnover shows.
e How quickly inventory moves
* Whether inventory levels are aligned with
demand
e How much cash is tied up in operations

Low turnover can indicate:
* Excess or obsolete inventory
e Capital tied up unnecessarily

Higher turnover, within reason, typically reflects:
e Efficient operations
¢ Strong alignment with demand

What to watch:
* Slow-moving inventory
* Trends over time
e Alignment with sales forecasts

4.Days Sales Outstanding (DSO)
How Quickly Revenue Becomes Cash

What it measures: The average number of days
it takes to collect receivables.

Why it matters: Revenue does not equal cash.
DSO answers: How fast do we actually get paid?

Higher DSO may indicate:
e Cash tied up in receivables
* Increased credit risk
* Collection challenges

Lower DSO reflects:
* Strong collections
* Better cash flow
* Healthier working capital

What to watch:
e Trends over time
* Variability across customers
e Alignment with payment terms

5. Breakeven Point
Your Margin of Safety

What it measures: The level of revenue
required to cover all fixed and variable costs.

Why it matters: Breakeven defines the
baseline for survival.

It answers: How much do we need to sell to
stay in business?

Understanding breakeven provides:
* Visibility into risk
* Insight into cost structure
* A foundation for scenario planning

The key drivers behind breakeven are:
e Gross margin consistency
* Fixed operating cost discipline

If either weakens, breakeven rises and risk
increases.

HOW THESE 5 KPls WORK TOGETHER

KPI WHAT IT TELLS YOU

Are we creating

ROE
value overall?

=

z Can we survive
Current Ratio
short-term pressure?

Are we using cash

Inventory Turnover o 1 )
efficiently in operations?

Are we convertin

DSO : g

revenue into cash quickly?

How much risk is built

Breakeven Point F
into our cost structure?

© G @

Together, they provide a complete,

balanced view of your business.
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What Strong Performance Looks Like
You are operating from a position of strength when:

* ROE is consistent and exceeds the cost of capital
Liquidity is stable and predictable

Inventory moves in line with demand
Receivables are collected on time

Breakeven remains well below current revenue

The Bigger Picture
Most owners focus on revenue and profit. That is only part of the story.
These five KPIs provide a deeper understanding of:

* Risk exposure

e Operational efficiency
e Cash flow health

e True value creation

Bottom Line
If you understand these five metrics, you understand how your business actually works.

In 2026, with tighter margins, higher capital costs, and increased competition, that level of
clarity is not optional. It is a competitive advantage.

Simonson CFO can review your financials, calculate these KPIs, and provide a clear,
actionable assessment of where your business stands and where it can improve.
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