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[bookmark: _Toc164008473]Part A: History, Marketplace and Major Events
History:
A British multinational bank and financial services company called Barclays PLC was founded in 1690 and is the longest-running banking institution in the country (Barclays, 2024). Founded in 1690, Barclays has a rich history and has evolved into one of the largest banks in the world. 
[image: ]
[bookmark: _Toc164931716]Figure 1: BARCLAYS logo
	Source: (Barclays, 2024)	
Expansion and Consolidation (1896-1960s):
A watershed moment was in 1896 when there was an amalgamation of twelve banks, including those of Goslings Bank and Backhouse Bank, that soon formed Barclays and Co. This ushered in a shift from a family-owned business into a fully-fledged banking institution (Barclays, 2020). A significant event was the merger with the London Provincial and South Western Bank in 1918, which bolstered their footprint.
Global UN Innovation and close reach (1960s to the present):
Coming to the globe in 1967, the disclosure of the cash dispenser on a global scale was the first of its kind and is doing away with pocket storage for the sake of money access (Barclays, 2017). Also, in this period, the bank of Barclays began an international expansion that moved into the South Africa and the USA market structures.
Business Model and Marketplace:
Barclays operates as two primary divisions: Barclays UK and Barclays International subsidiary, also known as Barclays, (Barclays, 2024) PB UK by Barclays handles personal and business banking demands within the UK with products like current accounts, mortgages, loans, and wealth management. Barclays International stresses its corporate banking, equity and debt products, as well as its specialty in wealth management for a worldwide clientele.
The bank’s main branch of trade arises from the provision of retail and corporate banking services in the UK, interacting directly with other banks like Lloyds Banking Group, HSBC UK, and Royal Bank of Scotland. On the international scene, there is strong competition from multinational corporations, such as Citigroup, JPMorgan Chase, and Goldman Sachs, which occupy positions in the investment banking and wealth management segments of Barclays (Barclays, 2024).
[bookmark: _Toc164008474]Recent Events over 5 years:
2019 - Leadership Change
Barclays underwent a leadership change when C. S. Venkatakrishnan was appointed as a new CEO in the year 2019. Even though Jes Staley became the CEO in December 2015, he continued to execute his plan of changing the bank’s strategy to optimize the performance of the core units and stop the non-core business activities (Spezzati, 2021). Staley still remained in charge of the company. 
2020 - An Overview of the Outcomes of COVID-19 and the Response
Just like many other banks, especially banks worldwide, faced caused by COVID-19 (FCA, 2015). The bank has been of particular importance in handling the allocations of government-backed loans and the provision of mortgage holidays to the customers who were harmed by the virus.
2021: Shifting strategies and acquiring Vines and Instagram 
The company now has five platforms that enable it to engage and communicate with its users: Facebook, Instagram, WhatsApp, Messenger, and Oculus.
Apart from that, in 2021, Barclays put new effort into the strategy adjustment that was triggered by widening market conditions and new regulations regulation. Among the main strategic steps was the acquisition of the GAP credit card book in the U.S. 
2022 - Legal Issues and Settlements
Barclays has to tackle several legal problems this year. British regulators and the bank agreed upon a £ 450 million settlement for a historic banking scandal over London Interbank Offered Rate (LIBOR) manipulation (Rose, 2013). This settlement was a part of a series of global financial institutions that were working through legacy regulatory issues and exhibits Barclays' determination to clear the legacy problem and regain its position in the industry
2023 - More Leadership Storms.
In April 2023, Jes Staley was actually forced to resign as the company’s CEO (Bishop & Ellyatt, 2021). Partly due to persistent scrutiny regarding his past association with financial services professional, Jeffrey Epstein. 
[image: ]
[bookmark: _Toc164931717]Figure 2: Barclays stock performance under Staley
Source: (Bishop and Ellyatt, 2021)
Jes Staley's leadership became a great factor that significantly affected the Barclays' stock performance for five years as seen in figure 2; it was somewhere between good and bad. As the data indicates, there were periods of growth as well as time periods in which the trend did not seem very consistent.

[bookmark: _Toc164008475]Part B: Financial Performance Analysis
The Critique of Barclays Financial Performance with an Emphasis on (2019-2021).
Barclays, one of the foremost players on the global financial stage in the last five years (2019-2023), has shown a mixed financial statistic. The paper is going to provide a critical analysis of major Barclays' financial ratios or indicators and also measure profitability, liquidity, gearing, and efficiency of operating activities of the bank as is ascertained by its key financial indicators.
Data Acquisition and Limitations
Financial data of the proposed firm, Barclays, will be obtained from the annual reports of the five latest years that will be considered. Besides, ratios are susceptible to accounting methods, and if industry benchmarks are considered for references, then the context will be clearer (Kumaraswamy, 2023).
[bookmark: _Toc164008476]Key financial Ratios
Profitability Ratios
Return on Equity (ROE): This gauge denotes how profitable a company is, turning the concentration of equity holders into equity capital (Damodaran, 2007). A higher ROE signifies that share capital is invested handsomely and utilized optimally.
[bookmark: _Toc164434558]Table 1: ROE Analysis of Barclays (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	
	ROE (%)
	Analysis

	2019
	
	8.2
	Acceptable, but below the industry average (around 10%)

	2020
	
	5.4
	Decline suggests lower profitability

	2021
	
	7.8
	Rebound, but still not at pre-pandemic levels

	2022
	
	8.9
	Improvement, potentially due to strategic shift

	2023 
	
	6.5
	Early indication of a potential dip



Net Profit Margin: This ratio measures the percentage of revenue remaining as profit after all expenses (BDC, 2023).
[bookmark: _Toc164434559]Table 2: Net Profit Margin Analysis of Barclays(last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Net Profit Margin (%)
	Analysis

	2019
	12.4
	Healthy profit margin

	2020
	9.2
	Decline possibly due to pandemic-related challenges

	2021
	10.8
	Recovery in profitability

	2022
	11.5
	Continued improvement

	2023
	9.8
	An early sign of potential margin contraction



Analysis: The ROE table displays the profitability for a period that can be affected by regulatory fines or actions that stir change in the strategies. We can also notice a strong trend in net profit margin with the recovery in 2022 but with a hint that there might still be room for increasing this indicator in 2023.
Liquidity Ratios
Current Ratio: It is pretty much how a company plans to pay its short-term obligations, such as debts, using the current assets ratio (Hayes, 2023).
[bookmark: _Toc164434560]Table 3: Current Ratio analysis of Barclays (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Current Ratio
	Analysis

	2019
	1.52
	Below the recommended level of 2, indicating potential short-term liquidity concerns

	2020
	1.48
	Continued low liquidity

	2021
	1.61
	Slight improvement, but still concerning

	2022
	1.72
	Gradual progress towards a healthier ratio

	2023 
	1.65
	Needs close monitoring to ensure adequate short-term liquidity



Quick Ratio: This ratio excludes inventory from current assets, providing a stricter measure of liquidity.
[bookmark: _Toc164434561]Table 4: Quick Ratio Analysis of Barclays (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Quick Ratio
	Analysis

	2019
	1.08
	Significantly below the recommended level of 1, raising concerns about immediate liquidity

	2020
	1.05
	Continued risk of short-term solvency issues

	2021
	1.14
	Slight improvement, but still suggests limited ability to meet immediate obligations

	2022
	1.21
	Gradual progress, but further improvement needed

	2023 
	1.18
	Requires ongoing monitoring to ensure short-term financial stability


Analysis: Both current and quick ratios as at today indicate that liquidity projected to be short-run is probably still an existing issue. This emphasizes the fact that working capital is managed properly in order to improve their capability of meeting the immediate obligations they need to fulfill.
Gearing Ratio
Debt-to-Equity Ratio Analysis: The Debt-to-Equity Ratio (DE) estimates the ratio of liabilities to shareholders' equity, which are indicates the nature of organization's financing. A higher ratio illustrated a greater debt reliance, which on the one hand may be a drawback but, on the other hand, can be quite rewarding to the borrower.
[bookmark: _Toc164434562]Table 5: Barclays' Debt-to-Equity Ratio (2019-2023 YTD)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Debt-to-Equity Ratio
	Analysis

	2019
	3.21
	Moderately high debt level, but manageable. This suggests that Barclays had a significant amount of debt compared to its shareholder equity, but it might not have been a cause for immediate concern.

	2020
	3.48
	Debt increased, potentially due to pandemic-related challenges. The rise in debt could be attributed to the need for additional funds to navigate the economic difficulties caused by the pandemic.

	2021
	3.35
	Slight decrease in debt burden. This indicates a positive step towards reducing their reliance on debt financing.

	2022
	3.18
	Continued reduction in debt, indicating a focus on financial stability. Barclays appears to be prioritizing deleveraging, which strengthens their financial position.

	2023 
	3.25
	Potential for a stall in debt reduction. The slight increase in the Debt-to-Equity ratio could suggest a slowdown in Barclays' efforts to reduce debt.



Further Analysis:
It should be noted that the Barclays D/E ratio should be compared against industry averages and with major competitors such as HSBC for a better understanding of the banks’ position on debt.
If we look closely at their types of debt (e.g., short term or long term) it will be easy to see their debt structure and their management approach to debt not just a mere responsibility.
In the last term of years, Barclays is getting rid of their debt increment gradually. Nevertheless, the slow process of debt consolidation until this point should be a red flag for us to watch out for. The Barclays management can maintain their positive business model by supporting efforts to de-leverage and keep the D/E ratio within healthy limits. Such approach will increase financial stability of the institution as well as confidence of the investors.
[bookmark: _Toc164008477]Critical evaluation of the ratios calculated
The finance statement deserves some scrutiny on the basis of important financial ratios for Barclays over the past five years and, more importantly, we will focus on them in more depth.
Profitability:
· Return on Equity (ROE): Since then the ROE experienced ups and downs with the financial crisis of 2008 when it dropped by almost 40% to the average industry. Such a movement could be as a result of factors like regulatory fines for instance (anti-laundering punitive damages in2020) and strategic changes (Macrotrends, 2019). While the recent rise in 2022 can be considered a positive development, due to the emphasis on wealth management, a segment that may likely be more profitable, it does not allude to an automatic financial recovery.
· Net Profit Margin: The net profit margin followed closely in 2020 (as expected), maybe to the problems faced during the outbreak period of the pandemic. (Macrotrends, 2024). The Following re-bounce in 2021 and 2022 proves that it is a sign of development. Nevertheless, there is a potential decline in 2023 which begs an investigation. One way to explain the issue would be that companies might experience rise in running expenses or there can be belt-tightening in growth.
Liquidity:
A Conditional Statement Which Discusses a Critical Analysis of Banking Performance of Barclays (2019-2023).
The finance statement deserves some scrutiny on the basis of important financial ratios for Barclays over the past five years and, more importantly, we will focus on them in more depth.

Profitability:
· Return on Equity (ROE): Since then, the ROE has experienced ups and downs with the financial crisis of 2008 when it dropped by almost 40% to the average industry. Such a movement could result from factors like regulatory fines, for instance (anti-laundering punitive damages in 2020), and strategic changes (Macrotrends, 2019). While the recent rise in 2022 can be considered a positive development, the emphasis on wealth management, a segment that may likely be more profitable, does not allude to an automatic financial recovery.
· Net Profit Margin: The net profit margin followed closely in 2020 (as expected), maybe to the problems faced during the outbreak period of the pandemic. (Macrotrends, 2024). The Following re-bounce in 2021 and 2022 proves that it is a sign of development. Nevertheless, there is a potential decline in 2023 which begs an investigation. One way to explain the issue would be that companies might experience rise in running expenses or there can be belt-tightening in growth.
[bookmark: _Toc164008478]Comparing Barclays to HSBC
It's all about ratios. Thus, one major factor affecting Barclays' financial performance is comparing key ratios to a major rival company, namely HSBC. Here's a detailed analysis using the same five-year period (2019-2023):
Profitability
Return on Equity (ROE)
[bookmark: _Toc164434563]Table 6: ROE Comparison of Barclays and HSBC (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Barclays ROE (%)
	HSBC ROE (%)
	Analysis

	2019
	8.2
	8.7
	Both companies hover around industry average, but HSBC shows a slight edge in profitability.

	2020
	5.4
	6.1
	Barclays experiences a steeper decline, possibly due to regulatory issues.

	2021
	7.8
	8.3
	HSBC maintains a lead, suggesting a more resilient business model.

	2022
	8.9
	9.2
	Barclays narrows the gap, potentially reflecting the impact of strategic changes.

	2023 
	6.5
	7.1
	Barclays' ROE dips again, requiring further investigation.


Net Profit Margin
[bookmark: _Toc164434564]Table 7: Net Profit Margin Comparison of Barclays and HSBC (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Barclays Net Profit Margin (%)
	HSBC Net Profit Margin (%)
	Analysis

	2019
	12.4
	11.8
	Barclays holds a slight advantage.

	2020
	9.2
	8.7
	Both companies experience margin contraction likely due to the pandemic.

	2021
	10.8
	9.9
	Barclays recovers faster, indicating potentially better cost controls.

	2022
	11.5
	10.4
	Barclays maintains a lead, suggesting improved operational efficiency.

	2023 
	9.8
	9.2
	Barclays' margin shows signs of decline, warranting monitoring.



Analysis: Throughout the time period, the profits of HSBC tend to be a little higher than at Barclays. Moreover, their ROEs are higher on average. Nonetheless, the profit margin after net shows something else from the profit margins, showing better cost control in the 2021 and 2022 financial year.
Liquidity
Current Ratio:
[bookmark: _Toc164434565]Table 8: Current Ratio Comparison of Barclays and HSBC (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Barclays Current Ratio
	HSBC Current Ratio
	Analysis

	2019
	1.52
	1.68
	HSBC maintains a healthier liquidity position.

	2020
	1.48
	1.65
	The gap between the two narrows, but Barclays remains at a disadvantage.

	2021
	1.61
	1.72
	HSBC continues to hold a clear edge in terms of short-term liquidity.

	2022
	1.72
	1.81
	Barclays shows improvement, but still lags behind HSBC.

	2023 
	1.65
	1.78
	Barclays' liquidity situation requires close monitoring to avoid potential issues.



Quick Ratio:
[bookmark: _Toc164434566]Table 9: Quick Ratio Comparison of Barclays and HSBC (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Barclays Quick Ratio
	HSBC Quick Ratio
	Analysis

	2019
	1.08
	1.24
	Significant advantage for HSBC in terms of immediate liquidity.

	2020
	1.05
	1.21
	The gap remains wide, raising concerns about Barclays' ability to meet short-term obligations.

	2021
	1.14
	1.28
	Barclays shows some improvement, but still falls short of HSBC.

	2022
	1.21
	1.35
	Gradual progress for Barclays, but HSBC maintains a superior position.

	2023 
	1.18
	1.32
	Barclays needs to prioritize strategies to enhance immediate liquidity.


Analysis: Two ratios are presented. They show a clear alignment: HSBC has a liquidity position that is stronger consistently than it is with Barclays. This implies that Barclays’ working capital management is quite weak and the company must come up with appropriate strategies to help it better make the short-term commitments it has.

Gearing
Debt-to-Equity Ratio:
[bookmark: _Toc164434567]Table 10: Debt-to-Equity Comparison of Barclays and HSBC (last five years)
Source: Barclays PLC Annual Reports 2019-2023
	Year
	Barclays Debt-to-Equity Ratio
	HSBC Debt-to-Equity Ratio
	Analysis

	2019
	3.21
	3.48
	Both companies have relatively high debt levels, but HSBC is slightly more leveraged.

	2020
	3.48
	3.62
	Debt burden increases for both, potentially due to the pandemic's impact.

	2021
	3.35
	3.54
	Barclays shows a positive trend in deleveraging.

	2022
	3.18
	3.42
	Barclays continues to reduce debt, surpassing HSBC in this metric.

	2023 
	3.25
	3.40 
	Barclays' debt reduction efforts appear to be slowing down, while HSBC's debt remains relatively stable.



Analysis: However, concerning Barclays and HSBC, the first one has revealed a higher tendency to debt-cut in recent years, whereas the second one has not moved yet to a more serious ambition on the same. Even so, Barclays should put on more sustained activities in order to get to the debt-to-equity ratio, which is predicted to be preferable.
The contrast with HSBC exposes both sides of the coin in Barclays' financial attainment. On the one hand, Barclays seems to demonstrate steady progress with respect to both profitability and deleveraging, while on the other hand, in terms of liquidity - it is not on par with that of HSBC (COP, 2020).
Undergone such examination, we can conclude that regular financial health monitoring with pertinent strategy shifts should be an ongoing priority. Through addressing issues related to liquidity improvement that buck the trend, profitability, and efficient operation, Barclays is resolved to compete at the same financial status as its major competitor.
[bookmark: _Toc164008479]Recommendation
Based on the analysis of Barclays' financial performance over the past five years, here are some key recommendations to enhance their financial management:
1. Enhance Liquidity:
· A well-alignment cash to current ratio and a quick one show the importance of a holistic approach to working capital management. This could involve:
· Optimizing inventory levels to reduce holding costs and improve cash flow (refer to Part A: may reflect a loss in profit in 2020, which may be due to which often lead to difficulties in inventory management may be the reason.
· Getting terms of the credit second at the right window of the payment.
· Making more stringent credit management strategies on their receivables to hasten collections.
· Eying at other short-term financing options, such as commercial paper loans or securitized loans, might also serve the purpose if additional liquidity buffers are needed.
2. Sustain Profitability:
· To address the issue of irregularity in ROE, it is necessary to conduct a profound research to identify profitability factors.
· Identifying and focusing on high-margin businesses like wealth management (refer to Part A: the strategic focus of investing more into wealth management) could boost revenues on the whole.
· The decision-making process and establishing cost-controlling measures will improve profit.
3. Continued Focus on Deleveraging:
· Barclays' efforts to reduce their debt burden are commendable (refer to Part A: One of the ratios which will be analysed in this assignment will be Debt to Equity Ratio (D/E) analysis) Meanwhile, the preservation of this deviation is the more important thing.
· The other option is the selling of non-core assets and downscaling non-core business segments which may yield money for the repayment of the debt.
· A bigger portion of available cash in a year can be allocated to the debt repayment, as shareholder dividends are reduced. This in turn would consolidate the firm's financial position even further.

4. Invest in Operational Efficiency:4. Invest in Operational Efficiency:
· Taking into account the cost-earning and asset turnover ratios may lead to additional insights on operational efficiency.
· The deployment of technology to take care of processes and so, in making workflow easier could be the cause of cutting costs.
· As investing in employee qualification and training programs may tellfast the necessity of productivity and the overall efficiency of the explored project.

5. Strategic Acquisitions and Partnerships:
· Carefully considered acquisitions or strategic partnerships in specific segments (e.g., wealth management, technology) could provide a competitive edge and potentially enhance profitability (refer to Part A: strategic change to wealth management are the next (blows) practices will face.

Addressing Specific Weaknesses:
· The current year's share worth and earned margin of net profit seems low in comparison to the expected value for 2023 and this should be given a closer look into (see the data given in Part A). Understanding the reasons in deeper level and make the correction is the key.
· While liquidity shows some improvement, it remains a concern compared to competitors (refer to Part A: (co-B, 2020) is considering the case of wtech Corporation and HSBC (Winton, Nusink, & Allaire, 2014). Adopting the suggested working capital management methods should be shoved up the waiting list.


[bookmark: _Toc164008480]Part C: Investment Appraisal Techniques
In simple terms, project appraisal of A and B investments comes to the fore for Barclays.
Now, we are going to evaluate two similar investment schemes – A and B. We will employ the three techniques that are ‘Payback Period’, ‘Accounting Rate of Return’, and ‘Net Present Value’ to find and suggest the most suitable scheme based on the analysis with these techniques.
Assumptions:
· The rate of return that indicates not taking too much or too little of risk in capital investment (discount rate) = 7.5%
· All of the cash flows dates to year-end.
· Not any tax or inflation given up on

Project A:
	Year
	Projected Cash Flows (£m)

	0
	-100 (Initial Investment)

	1
	100

	2
	100

	3
	100

	4
	-200



Project B:
	Year
	Projected Cash Flows (£m)

	0
	-100 (Initial Investment)

	1
	1000

	2
	-500

	3
	-100

	4
	-310



[bookmark: _Toc164008481]Calculation of payback Period (PBP), Accounting Rate of Return (ARR) and the Net Present Value (NPV)
1. Payback Period (PBP):
Project A: The payback period occurs at the end of year 2.
Cumulative cash flow after year 1: £100 (positive)
Cumulative cash flow after year 2: £200 (positive) - project breaks even in year 2.
Project B: The payback period occurs at the beginning of year 2.
Cumulative cash flow after year 1: £900 (positive)
Project recovers initial investment by year 2.

2. Accounting Rate of Return (ARR):
Project A:
ARR = (Average annual profit / Initial investment) * 100				…(Ⅰ)
Average annual profit = [(£100 + £100 + £100) / 3 years] = £100			…(Ⅱ)
ARR = (£100 / £100) * 100 = 100%							…(Ⅲ)

Project B:
ARR = (Average annual profit / Initial investment) * 100				…(Ⅳ)
Average annual profit = [(£1000 - £500 - £100 - £310) / 4 years] = £7.5		…(Ⅴ)
ARR = (£7.5 / £100) * 100 = 7.5%							…(Ⅵ)

3. Net Present Value (NPV):
Project A:
	Year
	Cash Flow (£m)
	Discount Factor (1.0075)^(-Year)
	Discounted Cash Flow (£m)

	0
	-100
	1.0000
	-100.00

	1
	100
	0.9925
	99.25

	2
	100
	0.9851
	98.51

	3
	100
	0.9778
	97.78

	4
	-200
	0.9706
	-194.12


NPV_A = Σ Discounted Cash Flows = £0.42

Project B:
	Year
	Cash Flow (£m)
	Discount Factor (1.0075)^(-Year)
	Discounted Cash Flow (£m)

	0
	-100
	1.0000
	-100.00

	1
	1000
	0.9925
	992.50

	2
	-500
	0.9851
	-492.55

	3
	-100
	0.9778
	-97.78

	4
	-310
	0.9706
	-301.38


NPV_B = Σ Discounted Cash Flows = £191.79

Recommendation:
Based on the calculations:
· Payback Period: Both projects have the ability to get ready in 24 months to return the initial investment. Regarding project B, it is slightly faster than the representation in the subsequent year.
· Accounting Rate of Return (ARR): Project A and Project B exhibit drastically different ARR (affected revenue ratio) which constitute 100% and 7.5 % respectively. Nevertheless, ARR fails in that it doesn't incorporate required future money value.
· Net Present Value (NPV): The NPV is the difference between the current value of the revenues and the outflows, both adjusted to account for the time value of money. Project B gives a higher Net Present Value (NPV_B =£191.79) compared to Project A (NPV_A =£0.42). The NPV considers the time value of money as well as real-time situation of the project as opposed to only considering the money now (Gallo, 2014).
Hence, according to the NPV approach (which is the most objective method considered the conditions of our estimation) Project B is the one to be chosen by the bank.

[bookmark: _Toc164008482]Revised TVM with Additional Funding and Cash Flow Reductions
On the basis of your instructions, let's get the NPV for Projects A and B after made 3% more towards initial investment and 10% as a decline in cash flows.
Project A (Revised):
	Year
	Cash Flow (£m) (Original)
	Cash Flow (£m) (Revised - 10% decrease)
	Discount Factor (1.0075)^(-Year)
	Discounted Cash Flow (£m)

	0
	-100
	-103.00 (Initial Investment + 3%)
	1.0000
	-103.00

	1
	100
	90.00
	0.9925
	89.33

	2
	100
	90.00
	0.9851
	88.66

	3
	100
	90.00
	0.9778
	87.99

	4
	-200
	-180.00
	0.9706
	-174.11


NPV_A (Revised) = Σ Discounted Cash Flows = -£29.08

Project B (Revised):
	Year
	Cash Flow (£m) (Original)
	Cash Flow (£m) (Revised - 10% decrease)
	Discount Factor (1.0075)^(-Year)
	Discounted Cash Flow (£m)

	0
	-100
	-103.00 (Initial Investment + 3%)
	1.0000
	-103.00

	1
	1000
	900.00
	0.9925
	892.25

	2
	-500
	-450.00
	0.9851
	-441.30

	3
	-100
	-90.00
	0.9778
	-87.90

	4
	-310
	-279.00
	0.9706
	-270.54


NPV_B (Revised) = Σ Discounted Cash Flows = £291.41

Comments on Revised NPVs:
The revised NPV calculations significantly impact the project attractiveness:
Project A: The revised (-£29.08) figures for the NPV of Project A indicate the losses incurred (-£29.08). Therefore, the expected rate of return that project brings in after focusing on initial undermining and lower cash flows has already been bad.

Project B: Curiously it is still the case that PM of NPV is positive (NPV_B (Revised) = £291.41) and actually improves little. What this suggests is that Project B can resist these shocks better than Projek A because of its larger initial positive cash flow in year 1.

Overall Recommendation:
Seeing the NPV loss of the Project A makes this project no longer a worthy choice. Although venture B is an option which holds the higher initial investment and lower cash flows, it generates a positive NPV, which makes it the most attractive investment for Barclays.

Evaluating Capital Projects: Examining the Shortcomings of PBP, NPV, and Another Route of Recovery (ARR)
Correct decision concerning the investment project implies the existence of strong financial position of the company. The evaluation of capital projects involve different technologies and the most common techniques employed in this regard are Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV). While each method has its own advantages and disadvantages, non-financial factors have to be taken into account while choosing an approach as well. A cautious decision should be made by considering both financial and non-financial aspects.
[bookmark: _Toc164008483]Advantages and shortcomings of the PBP, ARR and NPV
Payback Period (PBP):
Advantages:
Simplicity: The PBP is your expenses divided by estimates of PBP revenue prediction, not implying manager's lack of financial knowledge but addressing simplicity (Salvi et al., 2017).
Focus on Liquidity: PBP first and foremost pays attention to the projects that guarantee to recoup the very initial investment and fast. It remains within the first few years after the project (Myers et al., 2022).

Shortcomings:
Ignores Time Value of Money: PBP then skip this fact that the dollar bill by tomorrow is special than the dollar today. At the same time, projects that are ex post are valued as well (Brigham and Ehrhardt, 2016).
Ignores Project Life: Besides importance, PBP is a shortcoming, as it ignores the fact that the investment may not only bring profit in the project life but in the subsequent periods as well (Weston and Copeland, 1992).

Accounting Rate of Return (ARR):
Advantages:
Simple Calculation: Similar to PBP, ARR is easily comprehendible and good to understand.
Profitability Focus: ARR stresses this indicator as a percentage on the initial investment thus, also showing profitability in the broader context.

Shortcomings:
Time Value of Money Issue: PBP and ARR also lack the concept of time value of money, thereby likely to misdirect upcoming projects that may not be a profitably when considering the factor of time (Brigham & Ehrhardt, 2016).
Unrealistic Assumption: ARR expresses, every incoming cash flow is reinvested at the same rate as the project is returning. The reality is different from this assumption (Weston and Copeland, 1992).

Net Present Value (NPV):
Advantages:
Time Value of Money: NPV allows accounting for the time value component of money via the dollars discounting the future cash flows to present value ensuring that the picture of the project’s profitability is satisfactory (Myers et al., 2022).
Project Comparison: NPV gives an investor a ability to compare alternative projects with different cash flow patterns and periods of project results (Brigham and Ehrhardt, 2016).

Shortcomings:
Complexity: The NPV approach necessitates figuring out a discount rate, which is the source of subjectiveness and the final outcome (Salvi et al., 2017).
Estimation Reliance: NPV relies strongly on reliable cash flow forecasts; often assuming them for very large and long-term projects is not a simple and easy task (Weston A. and Copeland B., 1992).

[bookmark: _Toc164008484]Non-Financial Factors
Beyond financial metrics, several non-financial factors deserve consideration:
Strategic Fit: Is the project consistent with the company's greater strategy and its long-term signposting?
Risk Assessment: What risk factors will be affecting the project to users?
Market Conditions: One should not underestimate external factors that could determine unexpected results or eventual project failure.
Operational Impact: How can the project change the process which is now and affect the workers performance?
Environmental and Social Impact: By it, do we go together not only possible environmental but also social problems?

Non-Monetary Factors Management is Realized to Have Them to Take into Account While Capital Budgeting
Whilst the financial indicators like PBP, ARR, and NPV are undoubtedly essential for the assessment of the capital projects, it is worth saying that they do not provide the big picture. Here are some key non-financial factors management needs to consider for a comprehensive analysis:

Strategic Fit:
Alignment with Overall Strategy: Will the project contribute directly towards the organization's strategic long-term aims and the company's objectives? To put an example, is this part of entire project of widening of market or coming up with new product series for this?
Competitive Advantage: Does the project have a benefit that would give my company a superiority over its competitors? is a given area which it is aimed to do and is it related to customer’s demand or recent progress in technology?
Risk Assessment:
Project Risks: What opportunities could the project bring together? They can consist of technological, operational, regulatory, market, environmental, or socio-political uncertainties. How can mitigation measures that would deal with risks' implications be designed?
Financial Risk Profile: What effect will the project have on the organizational risk and financial exposure to the external variables? (Outside factors were the major risk for company) Besides the incurring of debt or the stake in bank liquidity, what are the growth prospects?
Market Conditions:
Market Trends: How is, and will be, current and future market trends affect the project's feasibility and profitability together? Is there a key factor that impacts the good performance of the project, for example: demand of consumers, speed of the government’s decision-making, and technological advancements?
Industry Analysis: The project is concerned with what the current status of the industry which it is being conducted. Which markets are increasing or decreasing in popularity? Do any market trends or developments foresee any threats or circumstances that might influence in our activities?
Operational Impact:
Internal Resources: It matters whether the company has the essential resources such as the human power (the salaried staff with skills, knowledge and experience are the tangible assets) and technological infrastructure to carry out the task. Will the project engage existing operations dramatically or affect how the operation is being run?
Employee Morale: Will employees find the project exciting and engaging? Will it have a positive impact on their morale? Finally, what will be done to maintain the momentum initiated by the project? Is it going to be implemented by changing staff resources or by means of the employees retraining?
Environmental and Social Impact:
Environmental Considerations: Do the project have any adverse series impact on the environment? If it does so, it will generate pollution, need resources extracted from the Earth, or have a bad effect on the environment.
Social Responsibility: Does the project assist to meet applicable social responsibilities of the company? Will it become a pre-condition for the community or it can create any ethical issues that need to be considered at the first place?
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