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[bookmark: _Toc1879242240]Executive Summary
The purpose of this report is to analyse the financial performance of Marks & Spencer Group plc [M&S] over the last two fiscal years. Marks & Spencer Group plc (M&S) has shown tremendous financial and strategic growth, which culminated in the 2023–2024 results. With a stronger balance sheet and better underlying operational performance because of the company's "Reshaping for Growth" strategy, M&S is now in its best financial position in almost thirty years. A strong picture is presented by the examination of important financial ratios. Profitability ratios have significantly improved, indicating more effective use of capital and assets, especially Return on Capital Employed (ROCE) and Return on Assets (ROA). A retail company with a high turnover rate and excellent inventory management is still characterised by liquidity ratios. With the company entering a net funds position, gearing has greatly improved, and financial risk has been significantly reduced. The market's growing appreciation of M&S's strategic change and enhanced financial stability is reflected in investor ratios. Again, maintaining the momentum of cost-cutting initiatives, strategically addressing the performance of the Ocado Retail joint venture, optimising capital allocation for sustained high returns, and making sure stakeholders are aware of the company's financial narrative are all important areas for ongoing focus, according to this evaluation.
The purpose of this report will be to carry out a thorough financial and strategic analysis of Jordons Plc's proposed business expansion, which assesses three different options: growing the retail location, establishing online sales, and manufacturing Roman blinds and curtains. With the highest positive NPV of £767,993.25, the analysis, which uses the Net Present Value (NPV) technique as the main appraisal method, shows that Option B: Develop Internet Sales is the most financially viable option. Its estimated 39.59% Internal Rate of Return (IRR) is much higher than the business's 6% cost of capital. The best course of action in the case of capital rationing with a £2,000,000 cap and divisible projects is to fully execute Option B and then invest a portion of Option A, yielding an NPV of £883,675.25. Beyond financial metrics, the report identifies important qualitative and quantitative factors that the Board should consider, further explains the theoretical strengths of NPV, and explains the ongoing practical appeal of non-discounting appraisal methods. Lastly, it offers guidance on possible funding approaches, weighing the benefits and drawbacks of different funding options to help Jordons Plc achieve its expansion goals.
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[bookmark: _Toc282750352]Introduction 
Marks & Spencer Group plc, a well-known British multinational retailer of food, clothing, home, and other retail businesses (MarketLine), is part of the prestigious FTSE 100 Index and has a rich history dating back to 1884, growing from a penny bazaar to a cornerstone of British retail known for its strength in both food and fashion/home goods [Marks & Spencer Group PLC]. Its strategic direction is encapsulated by the "Reshaping for Growth" plan, a comprehensive initiative designed to protect the M&S brand's enduring essence by setting ambitious targets to increase market share by 1% in both its UK food and fashion/home & beauty (FHB) businesses by 2027/28, as well as specific operating margin goals of more than 4% for Food and 10% for FHB. The strategic pivot has significantly improved the company's financial standing, resulting in its "best financial health for nearly 30 years," with a net funds position of over £400 million (Marks& Spencer Annual Report).
This report presents a comprehensive financial analysis of Marks & Spencer Group plc for the fiscal years ending March 2023 and March 2024. The primary goal is to critically evaluate M&S's financial health using key financial ratios, benchmark its performance against industry standards, identify underlying trends, and make strategic recommendations to the Board of Directors to improve its financial management. This evaluation is intended to inform decisions about M&S's financial health, operational effectiveness, and strategic trajectory in the dynamic UK retail landscape. 
Jordons Plc, a well-known manufacturer of high-quality internal wooden window blinds, is at a crossroads, considering opportunities for significant business growth. The Board of Directors has identified three primary options for a four-year strategic plan: A) expanding its successful retail outlet to include all products, B) expanding into internet sales, and C) diversifying into the production of curtains and Roman blinds. Each option requires significant initial capital investment and is expected to produce varying cash flows over a four-year period.
The aim is to provide a rigorous financial evaluation of these investment proposals by calculating the NPV for 4 years and evaluating the profitability of each investment while deciding which year will yield more profits for the business and providing recommendations for the chosen year. Also, given the best investment, the required IRR will be provided, coupled with strategic insights and practical advice on financing. The analysis incorporates a 25% corporation tax rate and 20% straight-line capital allowances, applying a 6% cost of capital. The objective is to equip the Board with the necessary information to make an informed decision about whether to undertake one of these projects, explore alternative opportunities, or consider possible ways to finance this investment so that it can grow through retained earnings and asset sales. The recommendation to provide further strategic sources of finance is to be flexible in chosen financial options and balance debts and equity to avoid future risks.

[bookmark: _Toc2147165840]Task 1. 
1. [bookmark: _Toc1017115748]Financial Ratios Analysis (2023 & 2024)
According to Chobater (1989), financial ratios are the relationship between two figures taken from an organisation 's operating statement, balance sheet, and related records. In this section, Marks & Spencer's financial ratios for 2023 and 2024 are thoroughly examined and compared to pertinent industry averages.
A. [bookmark: _Toc2061074236]Profitability Ratio
Profitability ratios are crucial for businesses to assess their success in generating earnings compared to revenue, assets, and equity, providing insights into operational efficiency and financial viability, as they help evaluate a company's financial viability [Peter 2020].
· Operating Profit Margin:
This ratio calculates the portion of revenue that is left over after operating costs are paid. [Bragg, 2012] Between 2023 and 2024, M&S's statutory operating profit margin grew from 5.2% to 6.0%. The 2024 margin is greater than the 2023 margin, which was about in line with the average for the retail sector. Without affecting demand, this increase might be the result of higher sales of goods and services, which would help the corporation achieve its goal of "strong financial progress."
· Net Profit Margin:
According to Nariswari et al. (2020), this ratio shows the proportion of revenue that is converted into net income. With a net profit margin of 3.0% in 2023 and 3.3% in 2024, M&S outperformed the UK retail benchmark in both the grocery (2.1%) and clothing (3.1%) segments, which account for sizable amounts of the company's operations. Despite difficulties facing the industry, this solid margin points to efficient cost control.
· Return on Capital Employed (ROCE):
ROCE indicates the link between the average long-term capital investment in the firm and the operating profit earned over a given period, indicating how effectively a company uses its capital to generate profits [Singh and Yadav 2013]. In 2024, M&S's ROCE increased from 9.71% in 2023 to 12.89%. M&S's exceptional capital return generation surpasses the FTSE 100 benchmark of 3.26%, indicating improved profit-making efficiency and a focus on disciplined capital allocation, demonstrating its superior ability to generate returns.
· Return on Equity (ROE): 
According to Kharatyan et al. (2016), ROE shows the profit made for every unit of shareholders' equity. Compared to the overall FTSE 100 average of 3.6%, M&S's return on equity (ROE) climbed from 12.9% in 2023 to 15.2% in 2024, indicating more efficiency in making money for shareholders' investments. M&S's rising ROE demonstrates its superior return to shareholders due to its disciplined capital allocation and stronger balance sheet, indicating a more conservative financial structure rather than relying on leverage for equity returns, despite a robust ROCE.
· Return on Assets (ROA): 
ROA gauges how well a business makes use of its resources to produce profits [Keter et al. 2023]. M&S's return on assets (ROA) increased from 3.9% in 2023 to 4.8% in 2024, surpassing the FTSE 100 average of 0.15%. This suggests that the business is making more money for each pound of assets it uses. The rise in ROA indicates better asset use, which is consistent with the "Reshaping for Growth" strategy's emphasis on shop optimisation and operational effectiveness.
[bookmark: _Toc828674503]B. Liquidity Ratios
Liquidity ratios assess a company's ability to meet its short-term obligations, which is crucial for operational stability and financial flexibility [Hasidi et al. 2024].
· Current Ratio:
According to Herrick (1944), this ratio shows how much current assets cover current obligations. From 0.80 times in 2023 to 0.86 times in 2024, M&S's current ratio showed a little improvement. Both numbers fall short of the majority of retail industry norms as well as the universally recognised healthy benchmark range of 1.5–3.0. This suggests that M&S relies on quick inventory turnover or longer payment terms with suppliers because it has more current liabilities than current assets.
· Quick Ratio (Acid-Test Ratio):
Apart from inventories, this ratio assesses a company's capacity to satisfy short-term obligations with its most liquid assets [Gunawan 2023]. From 0.51 times in 2023 to 0.55 times in 2024, M&S's fast ratio increased. The low current ratio and low quick ratio in M&S's retail operations are normal for large inventory organizations, indicating a reliance on inventory conversion for short-term requirements. This is particularly relevant in the food division, where inventory is perishable and turnover is rapid.
[bookmark: _Toc816957335]C. Efficiency Ratios
Efficiency ratios measure how effectively a company is utilising its assets to generate sales and manage its operations [Rashid 2021].
· Inventory Turnover:
This ratio indicates how many times inventory is sold and replaced over a period [Yusup et al. 2023]. M&S's inventory turnover increased from 15.6 times in 2023 to 16.7 times in 2024. This is significantly higher than the average UK retailer [10.86 times], indicating highly efficient inventory management and rapid sales conversion. This high and improving inventory turnover is a critical driver of M&S's liquidity and overall operational efficiency, particularly important given its low current and quick ratios. It validates the effectiveness of their supply chain and merchandising strategies. 
· Asset Turnover:
This ratio assesses how well a business generates sales revenue from its assets [Patin et al. 2020]. From 2023 to 2024, M&S's asset turnover increased from 1.2 to 1.4 times. M&S is generating more revenue from sales per pound of assets, indicating better use of its current asset base and successful income generation from new investments. This improvement suggests either increasing sales from existing infrastructure and stores or increasing productivity through strategic asset base optimisation.
[bookmark: _Toc706011312]D. Gearing Ratios
Gearing ratios assess the extent to which a company's operations are financed by debt versus equity, providing an indication of financial risk and long-term solvency [Ezennia and Amahalu 2024]. 
· Debt-to-Equity Ratio:
The percentage of debt financing in relation to equity financing is shown by this ratio [Ghosh and Moon 2010]. From 1.2 in 2023 to 1.10 in 2024, M&S's debt-to-equity ratio improved significantly, matching retail industry benchmarks. This indicates increased solvency and decreased financial leverage. In 2025, M&S reduced net debt by £900m and had net funds of over £400m, reducing risk and increasing growth potential by transitioning from a net debt position to a net cash position.
· Interest Coverage Ratio:
This ratio assesses how well a business can use its operating profits to pay for its interest costs. In 2024, M&S's interest coverage increased from 3.01 times in 2023 to 4.21 times. The company's ability to use operating income to pay interest payments has improved due to effective debt management and higher operating profit. By 2025, this ratio will be strengthened by reducing debt and moving to a net funds position, enhancing its debt-to-equity ratio.
E. Investor Ratios
Investor ratios, which represent profitability, valuation, and returns, offer information about the company's performance from the viewpoint of its shareholders [Lee 2014]
· Earnings Per Share (EPS): 
The percentage of a company's earnings allotted to each outstanding share is known as EPS. Healthy growth was demonstrated by M&S's basic EPS, which rose from 18.5p in 2023 to 21.9p in 2024. This suggests that the business is making more money for its owners per share. Despite the complicated financial environment, the robust growth in basic EPS in 2024 highlights the underlying operational enhancements.
· Price-to-Earnings (P/E) Ratio: 
This ratio shows how much investors are ready to pay for each unit of earnings by comparing a company's share price to earnings per share [Banjar and Saleh 2023]. In 2023 and 2024, M&S's calculated P/E was 20.23 and 17.10, respectively. This suggests that the value is changing. The 2024 P/E was higher than the overall FTSE 100 average (13), but it was somewhat in line with the UK stock market average (18.13). This implies that investors are placing a higher value on M&S, most likely because of the company's impressive, adjusted earnings performance or projected future growth.
[bookmark: _Toc729783535]2. Critical Evaluation of Financial Performance
· The corporation has reduced risk by transitioning from a net debt position to a net funds position, allowing for greater financial freedom and potential for future investment. This restructuring has resulted in M&S's "best financial health for nearly 30 years," increasing market resilience and enabling internal expansion plans. The strengthened cash flow and balance sheet have led to a dividend for shareholders [Almeida et al. 2011].
· M&S's "Reshaping for Growth" strategy has led to improved adjusted operating profit and strong trends in return on equity and return on capital employed. The food industry has seen significant growth, with volume and value share increasing by 3.6% and sales increasing by 8.6% in 2024. M&S's future profitability and asset utilisation are supported by investments in additional stores and structural cost reduction [Boyani 2024].
· M&S's high inventory turnover and improved asset turnover demonstrate its operational proficiency in managing its retail presence. High inventory turnover is crucial for fresh stock and cash conversion, while increasing asset turnover indicates efficient use of property, plant, and equipment. Maintaining these efficiency gains and optimizing the company's asset base requires continuous investments in logistics and in-store procedures
· Over the last two years, Marks & Spencer's financial performance has significantly improved, with notable gains in balance sheet strength and operational profitability. To determine its actual health and strategic direction, the business must differentiate between statutory and adjusted financial data. The Board should emphasise strategic de-risking of the balance sheet and ongoing improvement in core retail operations to prevent misunderstandings of headline statutory data.
[bookmark: _Toc335012615]3. Limitations to ratio analysis
· A financial ratio consists of a denominator and a numerator, which can be inaccurate if either is misstated. Human error, such as a mistake in gathering information from financial statements or earnings management strategies like falsifying accruals, can cause data misstating. This can lead to incorrect conclusions drawn by scholars and users of financial statements, as they may get results from their analysis that are misleading [McNichols 2000, and Beaver 1966].
· A ratio per share is not crucial in financial and operating ratios, as it is merely a hint for research and analysis. Ratios do not indicate viable research directions without reliable standards. Establishing appropriate standards is not always simple and is continually revised after being established. Therefore, a ratio per share is not a reliable tool for managerial decisions [Paton 1928, and Peter 2016].
· M&S, a multi-segment shop, faces challenges in finding comparable standards due to the significant differences in average ratios among retail sub-sectors. A composite "retail average" may not accurately reflect M&S's blended business model's best performance, requiring a more sophisticated strategy of understanding that overall ratios are a combination of various business lines or using segment-specific benchmarking.
· Because they are based on historical financial performance, ratios might not necessarily predict future outcomes, especially in a retail market that is changing quickly. Historical ratios may not adequately reflect the continuous structural changes that are a part of M&S's "Reshaping for Growth" plan [Nikolaos 2020].
· Seasonal variations and short-term shifts in financial status, which are frequent in the cyclical retail sector, may not be reflected in balance sheet ratios, which show a financial position at a particular moment in time. For instance, seasonal enterprises frequently have a fiscal year-end that falls during a period of low economic activity [Geoffrey 1998].
[bookmark: _Toc2017706399]4. Recommendation 
To further improve financial management and support the "Reshaping for Growth" strategy, the following suggestions are made in light of the critical assessment of M&S's financial performance.
· Boost Margin Resilience and Core Profitability 
M&S should continue reducing structural costs and improving operational efficiency, focusing on in-store procedures and logistics. The company's significant improvement in adjusted operating profit and net profit in 2024 demonstrates the effectiveness of these initiatives. The goal of saving over £500 million by 2027-2028 is a solid starting point. Proactive cost management improves the perceived quality of earnings, making earnings more predictable and valuable. Consistent operational efficiency, represented in adjusted profits, reassures investors [Xu 2023, and Jain 2024].
· Optimise Shareholder Interaction and Value Proposition
M&S needs to clearly communicate its financial performance, operational growth, and dividend policy to the market. The difference between statutory and adjusted earnings may cause confusion for investors, and concerns over shareholder returns may arise due to its low yield. Open and honest information about the reinvestment plan for long-term growth is crucial. Proactive and transparent communication can help M&S control investor expectations and foster trust by outlining the effects of adjusting items and reinvesting retained earnings for future growth. This transparency supports the optimistic message of "Reshaping for Growth." [Li 2023].
· Maximise Capital Distribution for Long-Term Development
The current capital deployment strategy, a "disciplined capital allocation," has improved ROCE and ROA by prioritising high-return investments like new Food and Full Line stores. M&S's net funds position allows it to make strategic investments, ensuring financial stability and higher returns. M&S's robust balance sheet allows it to finance its capital investment with internal resources or minimal borrowing, acting as a buffer against economic downturns and rising interest rates. This strategic advantage should be used to accelerate growth initiatives in line with the "Reshaping for Growth" plan [Jones 2004, and Atrill 2006].
· Strategic Management of the Ocado Retail Joint Venture
The Ocado Retail joint venture is facing a £248.5 million impairment due to high delivery and leasing costs, affecting statutory profitability. To prevent further value erosion, the JV needs a clear route to profitability or a reassessment of the partnership's structure. Resolving the Ocado difficulties is crucial for M&S to improve transparency, strengthen investor confidence, and create a more favorable financial picture. Addressing this could result in increased operational profitability, restructuring, or divestiture for the Food and Fashion, Home & Beauty, and joint venture segments [Detti 2023].









[bookmark: _Toc1330824884]Tasks 2. 
A. [bookmark: _Toc562035245]Investment Appraisal using Net Present Value (NPV)
NPV is a fundamental capital budgeting technique used to assess the profitability of a project by discounting all future cash flows back to their present value and comparing this sum to the initial investment [Shou 2022]. Because it considers the time value of money and uses a discount rate, such as the 6% cost of capital for Jordans Plc, to discount future cash flows, net present value (NPV) is a superior tool for evaluating investments. This rate, which accounts for inherent risk, is the lowest allowable rate of return for the business. A project with a positive net present value (NPV) has the potential to increase shareholder wealth by producing more value than it costs. Usually, corporation tax is paid one year behind schedule. The taxable profit is decreased by capital allowances, which are tax-deductible amounts for capital expenditures. The tax benefit of these allowances is realised when corporate tax is paid, which is also one year behind schedule. To fully account for the impact of these lag tax payments, the NPV calculation for a four-year project must be extended to Year 5.

NPV= Cash Flow / [1+ r] ^ n – Initial Investment.
[bookmark: _Toc1960785306]Option A: Expand Retail Outlet
The initial investment for this option is £600,000. The annual capital allowance (CA) on a straight-line basis over four years is £600,000 * 20% = £120,000. The corporation tax rate is 25%. The "year-end cash flows" provided are assumed to be operating cash flows (OCF) before corporation tax and capital allowances.
The NPV calculation for Option A is:


	Periods 
	Cash Flow [£)
	Capital Allowance
	Corporation Tax [25%]
	Net Cash Flow [£)
	Discount Factor [6%]
	Present Value [£)

	0
	
	
	
	[600000]
	10000
	600000

	1
	200000
	120000
	
	200000
	0.9434
	188650

	2
	300000
	120000
	20000
	280000
	0.8900
	249200

	3
	400000
	120000
	45000
	355000
	0.8396
	297958

	4
	500000
	120000
	70000
	430000
	0.7921
	340603

	5
	
	
	95000
	95000
	0.7473
	[70993.5]

	NPV
	
	
	
	
	
	405,447.5


It is determined that Option A's Net Present Value is £405,447.5. The project is financially feasible and is anticipated to increase Jordons Plc's value, according to this positive net present value [Shou 2022].
Option B: Develop Internet Sales
This option entails an initial expenditure of £1,000,000. The annual capital allowance is £1,000,000 * 20% = £200,000.
The NPV calculation for Option B is:
	Periods 
	Cash Flow [£) 
	Capital Allowance
	Corporation Tax [25%]
	Net Cash Flow [£)
	Discount Factor [6%]
	Present Value [£)

	0
	
	
	
	[1000000]
	10000
	1000000

	1
	400000
	200000
	
	400000
	0.9434
	377360

	2
	450000
	200000
	50000
	400000
	0.8900
	356000

	3
	650000
	200000
	62500
	578500
	0.8396
	493265

	4
	980000
	200000
	112500
	867500
	0.7921
	687091.75

	5
	
	
	[195000]
	[195000]
	0.7473
	[145723.5]

	NPV
	
	
	
	
	
	767993.23


Option B's Net Present Value is £767,993.25, according to the calculation. Significant value creation is indicated by this strong positive net present value.
Option C: Produce Curtains and Roman Blinds
This option requires the largest initial expenditure of £1,600,000. The annual capital allowance is £1,600,000 * 20% = £320,000.
The NPV calculation for Option C is:
	Periods 
	Cash Flow [£) 
	Capital Allowance
	Corporation Tax [25%]
	Net Cash Flow [£)
	Discount Factor [6%]
	Present Value [£)

	0
	
	
	
	[1600000]
	10000
	1600000

	1
	400000
	320000
	
	400000
	0.9434
	377360

	2
	700000
	320000
	20000
	680000
	0.8900
	605200

	3
	850000
	320000
	950000
	755000
	0.8396
	633998

	4
	110000
	320000
	132000
	967500
	0.7921
	766341.75

	5
	
	
	[195000]
	[195000]
	0.7473
	[145723.5]

	NPV
	
	
	
	
	
	637176.25


According to calculations, Option C's net present value is £637,176.25. Its financial viability is demonstrated by the positive net present value (NPV).
All three choices have positive net present values (NPVs), indicating that each project is both financially feasible and would add value to Jordons Plc if it were implemented. Nonetheless, there are notable differences in the NPV magnitudes. Maximising shareholder wealth is the aim of capital planning, and project B, assuming no capital limitations, has the biggest positive net present value [Bierman 2020].
Recommendation For Chosen Investment
Based on the Net Present Value (NPV) analysis, Option B: Develop Internet Sales is the recommended investment for Jordons Plc. Its recommendations are as follows:
Option B is the most financially appealing option since it provides the largest rise in the company's value in current terms, even if all three options have positive net present values (NPVs) and are thus technically acceptable. 
Maximising shareholder wealth is any company's top financial goal. Jordons Plc directly connects its investment selection with this core objective by choosing the project that adds the highest benefit in the present [Wang 2021].
B. [bookmark: _Toc2041839822]Internal Rate of Return (IRR) Analysis
This gives management an interpretation of the suggested Option B's significance by providing an approximate Internal Rate of Return (IRR). The discount rate at which a project's cash flows' Net Present Value (NPV) equals zero is known as the Internal Rate of Return, or IRR. It is a percentage return that is intuitively comparable to the cost of capital and indicates the "effective compounded interest rate" of an investment [Peter 2003].


C. Interpretation of Investment Appraisal Results for Management

I. Theoretical Arguments for NPV as the Best Investment Appraisal Method.
NPV expressly reduces future cash flows to their present value to account for the Time Value of Money (TVM). This recognises the basic idea that money that is available now, given its potential for growth and the effects of inflation, is worth more than the same amount in the future. Since it offers a realistic gauge of a project's true potential, this is essential for precise profitability assessment, especially for long-term initiatives [Rekker 2024]. 
NPV follows a clear decision-making rule: projects with a positive NPV are accepted, while those with a negative NPV are rejected. By offering a transparent and fair indicator of profitability based on economic logic, this objective evaluation method streamlines decision-making.
II. Reasons for the Continued Popularity among Decision Makers of Non-Discounting Methods.
Simplicity and Understanding: Non-discounting techniques are comparatively easy to compute and understand. A greater variety of decision-makers, including those without substantial financial knowledge, can use them because of their simplicity. Compared to discounting techniques, which frequently call for either repetitive procedures or a better comprehension of financial concepts like the time value of money, the calculations required are simpler [Ding and Runeson 2020].
Fast Decision-Making: These techniques can offer a quick evaluation of a project's feasibility, which is especially helpful for short-term initiatives or as a preliminary screening procedure. For companies that prioritise liquidity or quick returns, the payback period, for example, provides a clear indication of how long it will take to recoup the initial investment. This makes it possible to quickly filter data before doing a more thorough examination.
III. Other Factors to Consider Before an Investment Decision is Made.
A comprehensive strategy necessitates considering a wider range of qualitative and quantitative criteria, even while quantitative financial measurements like NPV and IRR offer a strong basis for investment decisions. Since financial models are based on assumptions that might not account for all the intricacies of the real world, these criteria frequently distinguish successful investments from unsuccessful ones.
· Quantitative Factors
Overall Financial Health of Jordans Plc: The Board should evaluate the company's present liquidity, solvency, and debt levels prior to making a major expansion commitment. Even a very successful investment shouldn't put an excessive amount of burden on the business's finances or jeopardise its capacity to fulfil its current commitments [James 2022]. 
A more thorough examination of the underlying market data, such as the entire addressable market, past growth trends, and future estimates, is crucial, even when anticipated cash flows take market assumptions into account. This offers a more thorough comprehension of the prospective revenue [James 2022].
· Qualitative Factors
The investment must be in line with the long-term strategic objectives, vision, and key strengths of Jordans Plc. For instance, expanding into Roman blinds and curtains (Option C) may make use of current supply chains and production knowledge, but it may also necessitate the acquisition of substantial new skills in design, sourcing materials, and marketing for a distinct product category. Growing online sales (Option B) is in line with current retail trends, but it requires a strong e-commerce infrastructure and knowledge of digital marketing [TutorChase].
Market Conditions and Competitive Landscape: It's critical to have a solid grasp of the dynamics of the target market, changing consumer preferences, level of competition, and potential for market disruption. What potential responses might current rivals have to Jordons Plc's growth? Could market share be eroded by replacement items or new competitors? [TutorChase].
D. Optimal Investment Policy under Capital Rationing
When a business has more desirable investment options (projects with positive net present values) than it has available finances to pursue, this is known as capital rationing. Because of this, limited cash must be strategically allocated to initiatives that have the highest potential return on investment [Nukala et al., 2021]. It is feasible to work on a portion of a larger project if the projects are divisible. Then, projects are ranked according to their profitability index (PI) to establish the best investment strategy. The present value of future cash flows produced per unit of initial investment is measured by the PI. Until the funding limit is reached, the projects with the greatest PI should be chosen first. By maximising the total value generated within the allocated budget, this strategy guarantees the most effective distribution of limited money [Diana and Maria 2020].
 Profitability Index [PI] = Present Value of Future Cash Flows / Initial Investment   
Where Present Value of Future Cash Flows = NPV + Initial Investment (absolute value).


	Options 
	Initial Investment [£)
	NPV [£)
	PV of Future Cash Flow [£)
	Profitability Index [£)

	A
	600000
	405447.5
	1005447.5
	16757

	B
	1000000
	767993.25
	1767993.25
	17680

	C
	1600000
	637176,25
	2237176.25
	13982



A measure called the Profitability Index (PI) allows for a direct comparison of return per pound invested by normalising the net present value (NPV) by original investment. It is essential for the effective distribution of finite resources, particularly in times of capital scarcity. To maximise total value within the allocated budget, PI gives priority to initiatives that produce the highest present value per unit of capital invested.
[bookmark: _Toc1686917555]Optimal Investment Policy and Resulting Total NPV
Assuming funds are limited to £2,000,000 and projects are divisible, the optimal investment policy is determined by ranking projects based on their Profitability Index (PI) from highest to lowest:
1. Option B (PI = 1.7680)
2. Option A (PI = 1.6757)
3. Option C (PI = 1.3982)
Therefore, the optimal investment policy will be:
· Invest in Option B: This project has the highest PI and requires an initial investment of £1,000,000.
Provided funds = £2,000,000 - £1,000,000 = £1,000,000.
NPV from Option B = £767,993.25.
· Invest in Option A: With £1,000,000 remaining, this project can be carried out, where Option A has the next highest PI project, requiring £600,000. 
Funds remaining = £1,000,000 - £600,000 = £400,000.
NPV from Option A = £405,447.5.
· Invest a fraction of Option C: With £400,000 remaining, and Option C requiring £1,600,000, Jordons Plc can undertake 25% of Option C (£400,000 / £1,600,000 = 0.25).
NPV from 25% of Option C = 0.25 * NPV_C = 0.25 * £637,176.25 = £159,294.06.
Funds remaining: £400,000 - £400,000 = £0.
Total NPV = £1,332,734.81
Strategic reassessment of project selection is necessary for capital rationing. Using the Profitability Index, Jordans Plc may optimise overall value creation with constrained resources. This approach makes the best of a poor situation by guaranteeing the maximum present value return for each pound invested. This real-world use of financial theory aids in the development of an ideal investment portfolio.
E. [bookmark: _Toc213011896]Financing the Proposed Investment Programme
Internal Sources of Finance
· Retained Earnings: Profits that are reinvested in the company instead of being paid to shareholders are known as retained earnings, and they have several benefits, including being the least expensive source of funding, being readily available, and having the potential to support expansion. They may, however, be subject to short-term shareholder demands and prior profitability constraints, as they are invested in the company and may be earning income elsewhere [Peter and Eddie 2017].

· Working Capital Management: Improving the efficiency of managing current assets and liabilities, including shortening trade credit durations, debt collection, and stock holdings, is the goal of working capital management. Although it has benefits like rapid cash release and no outside expenses, it could sour relations with customers.
External Sources Of Finance
· Share capital is the process of issuing new shares to investors to raise significant amounts of money fast and to provide permanent capital that is not repaid. However, as future gains must be distributed to all shareholders, particularly institutional ones, it may result in dilution of ownership and loss of control for current shareholders [Glen 2013].

· Long-term loans backed by business real estate, commercial mortgages have lower interest rates and steady monthly payments spread out over ten to fifteen years. However, if payments are not made, the collateralised property may be repossessed [Glen 2013].

· By eliminating significant upfront capital expenditures and providing maintenance and repair coverage, leasing or hire purchase will enable Jordon to utilise productive assets without immediate full ownership. Leases provide frequent equipment upgrades and are more accessible than traditional loans. But over time, they may become more costly, and if payments are not made, they run the risk of being repossessed [Glen 2013].

F. [bookmark: _Toc589293793]CONCLUSION 
Jordans Plc should move on with Option B: Develop Internet Sales considering the thorough financial analysis, especially the Net Present Value (NPV) and Internal Rate of Return (IRR) metrics. With an NPV of £767,993.25, this option delivers the greatest value generation for the business. It also shows a strong return, with an approximate IRR of 39.59%, which is much more than the business's 6% cost of capital. The goal of maximising shareholder wealth is best served by this decision. For a budget of £2,000,000, the best course of action is to invest in Option B in its entirety, Option A in its entirety, and Option C in its entirety. This will yield an NPV of £1,332,734.81. For a well-rounded conclusion, it is advised to do a comprehensive assessment of qualitative aspects, including market conditions, management team competencies, potential technological or regulatory concerns, and the strategic alignment of the expansion of internet sales with Jordons Plc's long-term strategy. Additionally, a well-rounded strategy should be used to finance the suggested investment program for Jordans Plc. First, for cost-effectiveness and control preservation, leverage retained earnings. Commercial mortgages and other long-term debt should be considered when determining capital needs. Equity finance through venture capital or private equity may be considered if outside funding or strategic knowledge is required. Jordans Plc's risk tolerance, control preferences, and long-term strategic goals for flexibility and financial stability should all be reflected in the financing mix that is selected.

[bookmark: _Int_gv9DRCA9]Over the last two years, Marks & Spencer Group plc has shown a strong financial turnaround, as evidenced by notable gains in underlying operational profitability, effective asset utilisation, and a notable strengthening of its balance sheet that has led to a net funds position. Even though non-recurring items, like the Ocado impairment, have affected the statutory results, the core retail business's positive trajectory is still visible. The company's improved financial health is evident in its increased resilience and significant capacity for strategic investments in the future. Also, the robust performance in the Food and Fashion, Home & Beauty segments demonstrates the effectiveness of the "Reshaping for Growth" strategy. M&S's improved financial health has been largely attributed to its disciplined approach to financial management, which includes strict cost control and strategic capital allocation. If M&S keeps up its disciplined strategy execution, proactively resolves operational issues in its joint ventures, and keeps open lines of communication with all of its stakeholders about its financial performance and strategic decisions, it will be well-positioned for long-term growth.
G. [bookmark: _Toc1989003783]Strategic Recommendations for Financing
· Private equity or venture capital could be taken into consideration if expansion calls for more funding than debt or retained earnings, or if strategic knowledge is preferred. Although ownership is diluted, this offers substantial funding and insightful strategic advice, particularly for new market entry or technology advancements [Lerner and Leamon 2023].
· Jordons can maintain a healthy debt-to-equity ratio and take advantage of the tax deduction for debt interest payments while avoiding undue financial risk. Financial risk and the cost of capital are balanced in an ideal capital structure [Gkoo 2020].
· Again, Jordons is advised to keep an eye on the prices of various financing choices. Since the financing mix is used as the discount rate in NPV calculations, it has a direct impact on the company's total cost of capital, which in turn affects the feasibility of upcoming initiatives.
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[bookmark: _Toc265599461]APPENDIX

Calculating Ratios Analysis for M&S for the Year 2023-2024
Profitability Ratios
Operating profit margin = operating profit / sales * 100
2023 = (620.30m/11931.30m)*100%=5.2%
2024 = (794.70m/13040.1m) * 100%=6.09% 
Net profit margin = net profit / sales * 100
2023 = (363.40m/11931.30m )*100%=3.05 %
2024 = (431.20m/13040.1m)*100%=3.31%
Returned on capital employed = profit before interest and tax / total liability less current assets * 100
2023 = 620.30m (9097.80m-2706.4m) *100%=9.71%
2024 = 794.70m (8682.20m-2516.20m)*100%=12.89%
Return on owners' equity = profit after interest and tax / ordinary shares + reserves * 100
2023 = 363.40m/2810.50m *100%=12.93%
2024 = 431.20 / 2831.20m *100%=15.23%
Asset turnover margin = profit after interest and tax / total assets - current liability * 100
2023 = 363.40m / 9097.80m*100%=3.92%
2024 = 431.20m / 8682.20m*100%=4.85% 
Liquidity ratio
Current ratio = current assets / current liability
2023 = 2155.00m / 2706.40m*100%=0.8 times 
2024 = 2153.30m / 2516.20m*100%=0.86 times 
Acid test = current asset – stock / current liability
2023 = 2155.00m –(764.4m/2706.40m)*100%=0.5 times 
2024 = 2153.30m (776.9m/2516.20m)*100%=0.55 times 
Efficiency ratio
Assets turnover = revenue / total assets
2023 = 11931.3m / 9097.80m=1.2 times 
2024 =13040.1m / 8682.20m=1.4 times 
Inventory turnover = revenue / inventories 
2023 = 11931.3m / 764.4m=15.6 times 
2024 = 13040.1m / 776.9m=16.7 times 
Gearing 
Debt- to- equity Ratio = Total borrowing / Total Equity 
2023 = 3628.0m / 2810.50m=1.2
2024 =3133.2m / 2831.20m=1.10
Interest Coverage Ratio= operating profit / Finance cost
2023=620.30m / 205.5m=3.01 times 
2024=794.70m / 188.4m=4.21 times 
Investment 
Earnings per share = profit after interest and tax / number of ordinary shares issued
2023 = 0.1
2024 = 0.23
Price per earnings ratio = market value per share / earnings per share
2023 = 374.30 / 18.5= 20.23 times 
2024 = 374.30 / 21.9= 17.10 times.
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