[image: A logo of a university of wales

Description automatically generated]
Student name: Alina Jubea
Student ID: 2023149
Lecturer Name: Jia Miao
Module code: LCMB7005
Module: Corporate Finance


Report for Marks and Spencer financials 2019-2024






Table of Contents
Introduction	3
Part B	4
1. Liquidity Ratios	4
1.1 Current Ratio	4
1.2 Quick Ratio (Acid-Test Ratio)	5
Leverage Ratios	6
2.1 Debt-to-Equity Ratio	6
Interest Coverage Ratio	7
Part B2	9
M&M Theory (1958) Capital Structure Irrelevance Theory	9
M&M Theory (1962) with taxation	9
Trade off theory	10
Pecking order Theory	10
Average Annual Share Returns	11
Changes in the way capital is held	11
Changes in the returns on shares	12
This is how leverage and return are linked.	12
Part C	13
1.Making the switch to digital and going online	13
2. Stores that have closed and significant changes	14
3.Three projects to save the earth	14
4. Issues and the Future	15
Dividends pay-out	15
List of references:	19
Appendix:	22













[bookmark: _Toc174984772]Introduction
Marks & Spencer is a British retail institution with a long history of high quality. It has always sought new ways to improve its food and clothing offerings through strategic relationships and modernising its operations. In February 2019, Marks & Spencer (M&S) bought a 50% stake in Ocado's retail business as part of a strategic £750 million move that put M&S into the online grocery market. With this joint company, M&S made its first big move into online food delivery, a market it hadn't been in before. The partnership was meant to change M&S's food business using Ocado's cutting-edge technology and delivery network. This would allow M&S to offer a complete online grocery service (Neate, 2019). This was a significant event because people were increasingly shopping online, and the COVID-19 outbreak sped up this trend even more. The deal put M&S in an excellent situation to take advantage of the growing trend of shopping for groceries online, which significantly increased its market reach and competitiveness (BBC news, 2020).

The COVID-19 pandemic hugely affected M&S and caused its retail business to slow down a lot. Many actual stores had to close because of lockdowns and other restrictions caused by the pandemic. This was especially true for M&S's clothing and home sections. This caused sales and profits to drop sharply, and in the 2020 fiscal year, the company reported its first loss in 94 years. The pandemic sped up the need to go digital and reorganise operations. As a result, M&S had to increase its online footprint and cut costs by closing stores and letting people go. The company also reviewed its business plan to adapt to the retail environment after the pandemic (M&S, 2021).

Due to the COVID-19 pandemic making the retail climate even tougher, Marks & Spencer (M&S) undertook a significant restructuring program during the 2019–20 fiscal year. As part of the company's larger plan to streamline operations and focus on its more profitable food business, it called for closing stores that weren't doing well, mainly in the clothing and home sections. According to the strategic report, M&S wanted to make its business leaner and more flexible by closing some stores and putting money into digital platforms to adapt to customers' shopping. As part of the restructuring, the number of employees was cut, and new tools were added to make things run more smoothly. These steps were part of M&S's "Never the Same Again" program, which aimed to speed up the company's makeover in response to significant changes in the retail world (M&S, 2020).

Marks & Spencer started improving after a rough patch in 2022 and 2023. It became profitable again thanks to its food business and online operations, mainly thanks to its relationship with Ocado. The company's renewed focus on value and quality helped it regain market share. The clothes and home segments stabilised due to better product offerings and better matching of customer tastes. M&S has also promised to have net-zero carbon emissions by 2040. To do this, it has started several sustainability initiatives meant to lower its impact on the environment and keep up with changing customer expectations and government rules (M&S, 2023).

[bookmark: _Toc174984773]Part B

[bookmark: _Toc174984774]1. Liquidity Ratios
[bookmark: _Toc174984775]1.1 Current Ratio
The Current Ratio is calculated as:



	Year
	Marks & Spencer (Current Ratio)
	Tesco (Current Ratio)

	2020
	0.66
	

	2021
	0.69
	

	2022
	0.92
	

	2023
	0.8
	

	2024
	0.86
	1.24


Source: Author’s Calculations based on M&S Annual Report and Tesco PLC Annual Report (Appendix)

The reference text (Tracy, 2012) says that the Current Ratio is one of the most important ways to determine if a company can meet its short-term commitments. The Current Ratio for Marks & Spencer (M&S) has slowly increased from 0.66 in 2020 (Marks and Spencer plc financial statements 2020, no date) to 0.86 in 2024 (M&S, 2024). The ratio is still below 1.0, meaning that M&S may still be unable to fully cover its current bills with its current assets (Tracy, 2012). According to the book's discussion of financial principles, a Current Ratio below 1.0 can be a sign of liquidity problems. This means that M&S may need to keep working on ways to improve its liquidity (Tracy, 2012) To get the ratio above 1.0, these tactics include better inventory management, better collection of receivables, and lowering short-term debts (Tracy, 2012). While it's good that M&S's ratio has been steadily increasing, the company is still open to financial pressures, especially if there are quick or unexpected needs for its cash flow.

On the other hand, Tesco has a much better liquidity situation, as shown by its Current Ratio of 1.24 as of 2024 (Tescoplc.com, 2024). This number shows that Tesco's current assets easily cover its short-term debts, showing that it is in better financial health and running its business more efficiently than M&S. If Tesco's current ratio is above 1.0, the company will be safer in terms of liquidity. This gives it more financial flexibility and strength to handle short-term obligations. The higher ratio also means that Tesco only needs as much outside funding or asset sales as possible to meet its responsibilities, which makes it more competitive in the market. This comparison shows that M&S still has problems with liquidity, even though it has improved. It also shows that the company needs to keep improving its liquidity to be as financially stable as rivals like Tesco.


[bookmark: _Toc174984776]1.2 Quick Ratio (Acid-Test Ratio)

The Quick Ratio is calculated as:



	Year
	Marks & Spencer (Quick Ratio)
	Tesco (Quick Ratio)

	2020
	0.35
	

	2021
	0.42
	

	2022
	0.62
	

	2023
	0.51
	

	2024
	0.85
	1.05


Source: Author’s Calculations based on M&S Annual Report and Tesco PLC Annual Report (Appendix)

The Quick Ratio is a crucial measure of a company's ability to pay its short-term debts with its most liquid assets, excluding its goods. The source mentioned says that the Quick Ratio is especially important for companies that work in places where products don't change hands as quickly. It shows how liquid the company is right now (Swayne, W Jack Duncan and Ginter, 2008). Marks & Spencer's (M&S) Quick Ratio went from 0.35 in 2020 (Marks and Spencer plc financial statements 2020, no date) to 0.85 in 2024 (M&S, 2024), which shows that the company worked hard to improve its liquidity by better controlling its liquid assets. Even though M&S has made progress, its Quick Ratio is still below the recommended level of 1.0. This means the company may still need to sell goods.

On the other hand, Tesco has a better liquidity situation because its Quick Ratio of 1.05 in 2024 (Tescoplc.com, 2024) is higher than the benchmark of 1.0. This means that Tesco can meet its short-term obligations without selling off inventory. This higher Quick Ratio shows that Tesco can better handle its cash flow, which gives the business more financial freedom and security in its operations. The comparison between M&S and Tesco shows that M&S still needs to improve its cash flow to reach the same level of financial security as Tesco. The gap between the two companies' Quick Ratios shows how important it is to keep your cash flow strong.

[bookmark: _Toc174984777]Leverage Ratios

[bookmark: _Toc174984778]2.1 Debt-to-Equity Ratio
The Debt-to-Equity Ratio is calculated as:



	Year
	Marks & Spencer (Debt-to-Equity Ratio)
	Tesco (Debt-to-Equity Ratio)

	2020
	1.13
	

	2021
	1.79
	

	2022
	1.31
	

	2023
	1.29
	

	2024
	1.11
	0.62


Source: Author’s Calculations based on M&S Annual Report and Tesco PLC Annual Report (Appendix)

When a business compares its debt to its owners' equity, the Debt-to-Equity Ratio shows how much debt the business has. It is a vital sign of how much financial debt a company has. As the author mentioned, this number is essential for figuring out how risky a business is, especially when the economy is uncertain, like during the COVID-19 pandemic (Pamela Peterson Drake and Fabozzi, 2012). At 1.79, Marks & Spencer had the highest Debt-to-Equity Ratio ever (Marks and Spencer, n.d.). This is likely when the company took out more loans to deal with the pandemic's effects on its finances. Although the company may have needed this much debt to stay open during a tough patch, it increased its financial risk by making it more reliant on debt financing. By 2024, the Debt-to-Equity Ratio had dropped to 1.11 (M&S, 2024), which showed that M&S was trying to lower its debt and increase its equity. Lowering the percentage is a good sign because it shows that the business has been working to reduce the risks of having a lot of debt. However, it still shows that the company rests too much on debt compared to equity.

At 0.62 in 2024, Tesco's Debt-to-Equity Ratio was much lower, showing that they were more innovative with their money during and after the COVID-19 disaster (Tescoplc.com, 2024). Since Tesco's ratio was smaller, it relied less on debt to run its business, which made it better able to handle the unstable economy. It's clear that M&S and Tesco had different plans during the pandemic because their Debt-to-Equity Ratios are different. M&S may have gotten the cash it needed quickly from its higher leverage, but Tesco stayed in better financial shape by lowering its exposure to the risks that come with having a lot of debt. To ensure long-term strength and stability, this example shows how important it is to carefully handle financial leverage, especially when the economy is uncertain.

[bookmark: _Toc174984779]Interest Coverage Ratio

The Interest Coverage Ratio is calculated as:

​	


	Year
	Marks & Spencer (Interest Coverage Ratio)
	Tesco (Interest Coverage Ratio)

	2020
	3.15
	

	2021
	-0.17
	

	2022
	3.17
	

	2023
	13.07
	

	2024
	17.13
	5.07


Source: Author’s Calculations based on M&S Annual Report and Tesco PLC Annual Report (Appendix)

The Interest Coverage Ratio is a crucial way to figure out if a business can meet its interest commitments with the money it makes from operations. According to the book, a high-interest coverage ratio usually means that a company is doing well financially because it makes enough money to cover its interest costs (Aswath Damodaran, 2002). The Interest Coverage Ratio for Marks & Spencer (M&S) went from 3.15 in 2020 (M&S, 2020) to 17.13 in 2024 (M&S, 2024), a considerable jump. This significant jump shows that M&S has dramatically improved its ability to make money compared to the cost of paying its debts over time. However, during the COVID-19 pandemic, M&S's Interest Coverage Ratio dropped sharply to -0.17 in 2021 (Marks and Spencer, n.d.). This showed how badly the company was affected by lower sales and higher debt payments during this challenging time. The unfavourable ratio shows that M & S needed more operating income in 2021 to pay its interest costs. This shows how much financial stress the company was under during the pandemic.

However, Tesco maintained a better interest coverage ratio throughout the pandemic. In 2024, Tesco had a ratio of 5.07 (Tescoplc.com, 2024), which was lower than M&S's 2024 (M&S,2024) number but stayed stable and positive even during the worst of the COVID-19 disaster. Tesco's relatively steady ratio shows that it was better able to handle its debts even though the pandemic caused problems in the economy. This stability may have been caused by Tesco's more cautious financial management, which included less total debt and a more comprehensive range of income streams that helped lessen the effects of the pandemic. The comparison between M&S and Tesco shows how financially stable the two companies are to different degrees. Tesco has been able to meet its interest obligations more consistently, while M&S has had a lot of problems but has eventually come back strongly as the economy has started to recover.

[bookmark: _Toc174984780]Part B2

[bookmark: _Toc174984781]M&M Theory (1958) Capital Structure Irrelevance Theory

In perfect markets, with no taxes, bankruptcy costs, or unequal knowledge, the Modigliani-Miller (M&M) theorem proposed in 1958 says that a company's capital structure does not affect its overall value. This theorem changed the way corporate finance is thought about by saying that financing decisions don't affect a company's value. However, it can only be used in the real world if markets are perfect. The linked study paper takes these limitations very seriously. It shows how tax benefits of debt, bankruptcy risks, and agency costs cause significant changes from what the M&M theorem says should happen. For example, the fact that interest can be deducted from taxes makes debt financing more appealing, but the costs that could come with getting into financial trouble make people less likely to take on too much debt. Capital structure choices are also made harder because managers and investors sometimes have different information, and conflicts of interest are often present. These complications show that the M&M theory is a useful theoretical framework, but it needs to be changed in real life to reflect that markets aren't perfect. Even though the M&M theory is still essential in corporate finance, its principles must be changed when used in real life. (Villamil, A.P., 2008).

[bookmark: _Toc174984782]M&M Theory (1962) with taxation 

The 1962 expansion of the Modigliani-Miller (M&M) theorem, which includes corporate taxes in the capital structure debate, has much empirical evidence supporting the theory's claim that debt financing can raise a company's value because interest can be written off on taxes. Several studies have shown that companies with higher corporate tax rates use more debt in their capital structures. This is because debt provides a tax shelter that lowers their general tax burden and raises their net income. For instance, studies have regularly shown a link between borrowing money and a company's value in places with high taxes, which supports the M&M prediction. However, empirical results also show that the theory has problems when used in the real world. The tax shield can lose some of its benefits due to financial crisis costs, agency problems, and flaws in the market. For example, having too much debt can make you more likely to file for bankruptcy, which could cancel out the tax benefits of interest deductions. In addition, the fact that tax rules vary from place to place makes it harder for the M&M theorem to be used everywhere. Because of these problems, the M&M theory with taxes may give us helpful information, but companies need to think about more things when choosing their capital structure (Jaros and Bartosova, 2015).

[bookmark: _Toc174984783]Trade off theory 

Imad Zeyad Ramadan's empirical study on the trade-off theory in Jordanian industrial firms shows that the theory can be used in a complex way. The study looked at data from 2000 to 2014 and found that some parts of the trade-off theory are true, but others do not match how Jordanian companies act. Notably, the study found that profitability and leverage are related in a way that goes against the trade-off theory, which says that successful firms would use more debt to get the most tax breaks. This means that more profitable Jordanian firms tend to prefer equity over debt. This difference might be because of how the economy is doing in Jordan. Companies there might think that the risks of high borrowing, like going bankrupt, outweigh the possible tax benefits. On the other hand, the study supported the theory about firm size: more prominent companies were more likely to borrow money because they had more accessible access to credit markets and could borrow money for less money. Even though the link between growth possibilities and leverage made sense theoretically, it was not statistically significant. This means that other things, like industry effects, may also significantly impact capital structure decisions in Jordan (Ramadan, 2015).

[bookmark: _Toc174984784]Pecking order Theory

José López-Gracia and his colleagues studied Spanish small and medium-sized businesses (SMEs) to see how the trade-off and pecking order theories of capital structure could be used in these businesses. Using data from a large group of Spanish small and medium-sized enterprises, the study shows that while both theories help explain how these businesses handle their finances, neither thoroughly explains why they choose the capital structure they do. The trade-off theory says that companies weigh the tax advantages of debt against the risks of going bankrupt. This theory has some support, especially for bigger small businesses that use debt financing more often. On the other hand, the pecking order theory says that companies prefer to use their own money to pay for things and will only borrow money when they don't have enough, which seems more popular, especially among smaller companies. Because they don't want to take risks and can't quickly get money from capital markets, these smaller companies tend to avoid getting equity from outside sources and instead depend on their funds first, then debt. The study finds that the pecking order theory better describes how small businesses in Spain choose to get money, while the trade-off theory may explain how more significant, more established SMEs act (López-Gracia and Sogorb-Mira, 2008).

[bookmark: _Toc174984785]Average Annual Share Returns 

Here are the calculated annual returns for Marks and Spencer over the past five years:

	Year
	Beginning Price (£)
	End Price (£)
	Annual Return (%)

	2019-2020
	179.82
	107.81
	-40.03

	2020-2021
	107.81
	141.2
	30.97

	2021-2022
	141.2
	129.92
	-7.98

	2022-2023
	129.92
	217.2
	67.17

	2023-2024
	217.2
	329.1
	51.54


Source: Author’s calculations according to Yahoo Finance 

Product=0.5997×1.3097×0.9202×1.6717×1.5154=1.8316
CAGR=1.831651​−1=12.86%

The average annual return over this period is approximately 12.86% (Yahoo finance , n.d.).

Over the last five years, Marks & Spencer (M&S) has undergone significant changes in its capital structure, responding to share increases and capital changes. These changes reflect the company's astute financial decisions and its adaptability to the evolving economic landscape. They also hint at a potential correlation between leveraging (debt) and stock performance, a factor that M&S has navigated with agility.

[bookmark: _Toc174984786]Changes in the way capital is held

The debt-to-equity ratio has changed over time in M&S's financial structure, showing how much debt the company has used to run its business. M&S has taken on more debt in times of high debt to keep cash on hand when the economy is terrible or pay for intelligent investments and acquisitions. For example, M&S, like many other businesses, M&S took on more debt during the COVID-19 pandemic to help them deal with the economic problems. Taking on more debt can give you the money you need for operations and growth, but it also raises your financial risk by making interest costs go up and the chance of going bankrupt if sales go down.

[bookmark: _Toc174984787]Changes in the returns on shares

Yahoo Finance (n.d.) says that the results on M&S shares have been very different over the last five years, going from a loss of -40.03 per cent per year to a gain of 67.1 per cent per year. Many things, such as the state of the market, the success of the company, and the mood of investors, cause this variation. When businesses take on a lot of debt, their stock price may increase. This is especially true if the extra debt is used well to boost growth and earnings. But this connection can be challenging to understand. Having more debt can make your finances riskier, making your results less stable. During economic instability, investors may worry about the company's ability to keep its promises, which can cause stock prices to drop.

[bookmark: _Toc174984788]This is how leverage and return are linked.

There are various perspectives on the relationship between leveraging and returns. As Jaros and Bartosova (2015) suggest, the Modigliani-Miller theory from 1962 posits that, with taxes, a company's value can increase by leveraging more debt due to the tax advantages. However, these potential benefits must be balanced against the increased risk of financial distress and higher bankruptcy costs associated with higher debt levels (Myers, 1984). For M&S, periods of increased leveraging have been associated with tremendous success and increased volatility. This aligns with the notion that debt can amplify gains during economic upswings and losses during downturns, offering a promising outlook for M&S's future.


Companies with a lot of debt can do worse during economic downturns or times of insecurity, as M&S did when the market was challenging. When the costs of financial trouble go up, investors tend to be less willing to take risks. This may have made M&S less successful in years when the market wasn't as receptive to higher debt levels.

Finally, having more debt can increase share returns because of the tax benefits, but it also raises financial risk, which makes stock performance more unstable. M&S's capital structure and share returns have changed significantly in the last five years. This shows how necessary leverage is for investment returns (Villamil, A.P., 2008). However, the connection between debt and profits is complicated and depends on the economy as a whole as well as the specifics of each company. To make intelligent choices about capital structure and handle the risks that come with them, you need to understand this relationship deeply (Jaros, J. and Bartosova, V., 2015).

[bookmark: _Toc174984789]Part C 

As a significant British store, Marks & Spencer (M&S) has recently made several important investments to improve its business plan and adapt to changes in the market. These investments are in many different strategic areas, like going digital, building connections, closing stores, and starting projects to make the company more environmentally friendly. This review looks closely at these significant investments and what they mean for the long-term growth and success of the business.


[bookmark: _Toc174984790]1.Making the switch to digital and going online

One of M&S's most essential efforts over the past few years has been going digital, primarily through its partnership with Ocado. In 2019, M&S paid £750 million for a 50% share in Ocado's retail business (Neate, R., 2019). This was the first time the company sold food online. The money M&S spent on this was a smart move to improve its online presence, especially in food shopping, where it had fallen behind rivals. M&S could use Ocado's advanced logistics and shipping system because it worked with Ocado. This made it easy for the company to cash in on the growing trend of food shopping online, which was sped up even more by the COVID-19 pandemic (Marks and Spencer, n.d.). 

This spending has worsened things for M&S and helped it reach more people online. The amount of money M&S spent on the deal needed to be lowered, which hurt their earnings in the short term as they tried to make it in the challenging online grocery market. It's also essential for Ocado to keep and get people, which is only sometimes possible in a market that's becoming more competitive. No matter what, M&S's choice to spend in this is a smart one that will help the business stay relevant in the future of shopping.

[bookmark: _Toc174984791]2. Stores that have closed and significant changes

M&S has spent much money on reorganising its physical shops because of changes in the retail world, mainly because people shop less in stores. Some stores, primarily clothes and home stores were not doing well for the company, so it closed them to focus on its food business, which is doing better and making more money overall (M&S, 2020). "Never the Same Again" is M&S's larger plan to make things run more efficiently, cut costs, and move the company's business model towards more digital (M&S, 2021). This change is part of that plan.

Because of changed consumer habits and the need to reduce wasteful operations, these closings had to happen. However, they have cost a lot in terms of money and reputation. People have lost their jobs because M&S stores have closed, and the company's name has become less well-known in some places. People have also thought focusing on cutting costs was reacting rather than proactive, making them wonder about the company's long-term plan.

[bookmark: _Toc174984792]3.Three projects to save the earth

M&S has also invested heavily in protecting the earth. As promised, the company will not have any net carbon pollution by 2040. To help it achieve this goal, it has started several projects. The company wants to use less plastic, make more goods from eco-friendly materials, and use less energy in all its processes (M&S, 2021).

These investments help M&S meet the needs of customers who want to do better things for the earth but also have some issues. Changing your habits to be better for the planet can be very expensive, especially at first. Also, M&S needs to ensure that its greener efforts are properly woven into its general business plan. If they aren't, people might see them as shallow or as a way to make more money. However, if these plans work, they could strengthen M&S's brand, bring in customers who care about the environment, and give the business a long-term edge over its competitors.

[bookmark: _Toc174984793]4. Issues and the Future

M&S has spent a lot of money on these critical areas, but how they will affect its long-term ability to compete still needs to be clarified. As shopping habits change, the company is well-positioned to handle it thanks to its move to digital and its growth through its relationship with Ocado. However, the business has to deal with significant issues, such as high costs and tough competition. In the same way, M&S's store closings and reorganisation are essential steps, but they still need to fully fix the problems in the clothing and home areas (M&S, 2021).

The efforts to be more environmentally friendly are a good start, but they need to be carefully added to the business's general plan for them to have a real impact. To stay competitive in a market that is going green and becoming more digital, M&S also needs to keep coming up with new ideas and adapting to the times.

Finally, Marks & Spencer's most recent investments show that the company is working hard to change with the times in the retail market. Putting money into these things could lead to long-term growth, but they also have many risks and issues. These projects will only work if M&S can solve these issues, reach its environmental goals, and develop new ideas as market conditions and customer needs change.

[bookmark: _Toc174984794]Dividends pay-out
	Type
	Announcement Date
	Ex-Dividend Date
	Payment Date
	Currency
	Declared Dividend
	Actual Dividend
	Calculation

	Final
	22-May-24
	30-May-24
	05-Jul-24
	GBP
	2p
	2p
	No change 

	Interim
	08-Nov-23
	16-Nov-23
	12-Jan-24
	GBP
	2p
	1p
	Decreased by 50% 

	Interim
	06-Nov-19
	14-Nov-19
	10-Jan-20
	GBP
	4.1p
	3.9p
	Decreased by 4.88% 

	Final
	27-Feb-19
	30-May-19
	12-Jul-19
	GBP
	11.9p
	7.1p
	Decreased by 40.34% 



Source: (Dividendmax.com, n.d.)

In the past five years, Marks & Spencer (M&S) has had a lot of trouble with its dividend plan. This shows how the business has worked with problems inside the business and economic pressures from outside the company. They changed how they paid dividends from 2019 to 2024 (Dividendmax.com, n.d.) because of the COVID-19 outbreak and the need to balance returns to shareholders with the business's long-term health.

In 2019, M&S maintained its steady dividend payout streak. It paid out a final dividend of 7.1p per share and an interim dividend of 6.8p per share, for a total of 13.9p per share for the year (Dividendmax.com, n.d.). A big part of M&S's plan to return value to owners was to pay dividends. This was done even though the retail industry struggled with falling profits and more fierce competition. However, things changed a lot when COVID-19 broke out in 2020. It was hard for M&S to decide to stop paying dividends because it was having trouble paying its bills. It was an intelligent move to suspend to save money, keep cash on hand, and focus on current business needs during unprecedented economic trouble.

Even in 2021, M&S didn't pay dividends because the company wanted to keep its funds stable during an ongoing instability. M&S won't be giving out bonuses in 2020 and 2021, which shows how much the pandemic has cost them. This choice was made because of a sharp drop in income, the need to keep cash flow steady, and a strong desire to lower debt. For a first-quarter return of 3.9p per share, M&S slowly started paying dividends again in 2022 as the business improved (Dividendmax.com, n.d.). Even though this payout was much less than before the pandemic, it was still a good sign of progress towards healing because it struck a good balance between giving owners their money back and keeping the company's finances open.

M&S raised its dividend payment to 6.0p per share by 2023 (Dividendmax.com, n.d.). This showed that it was doing better financially and had more faith in its ability to get back on its feet. Even though the payout went up, it was still less than the 13.9p per share M&S gave out in 2019 (Dividendmax.com, n.d.). It shows that the business stayed careful with its dividend plan to protect its long-term funds.

It has been five years, and M&S's decisions about payouts have been affected by many things. One of the most important was how profitable the company was. As of 2019, the company gave out 13.9p per share (Dividendmax.com, n.d.). However, payouts would not happen in 2020 and 2021 because of the pandemic cut into income (Dividendmax.com, n.d.). As M&S got used to shopping again after the pandemic, dividends resumed in 2022, and earnings rose (Dividendmax.com, n.d.). It was also important to monitor cash flow and liquidity, especially during the pandemic when dividends had to be cut to save money and keep things running efficiently.

The amount of debt M&S had also greatly affected the dividends it chose. During the outbreak, the business took on more debt, which must be carefully watched. When the company stopped paying out, it had time to focus on paying off its debt and keeping its assets in good shape. By 2023, M&S's finances were better, so the company could raise its dividends (Dividendmax.com, n.d.). This showed a more balanced approach to handling debt and gave shareholders a return on their investment.

M&S's dividend strategy was also changed by the money it spent on growth areas, like e-commerce and digital change. Because the company wants to stay competitive in the long run, it put these investments at the top of its priorities during the pandemic. This was done by taking money away from dividends and putting it into essential projects to help the company grow. Despite these issues, M&S had to carefully control what shareholders expected and ensure that the reasons for stopping dividends and slowly starting them up again were made clear to investors to keep their trust.

M&S planned to give owners steady returns even though the company made less money before the pandemic. The 2019 payment of 13.9p per share showed this way to work (Dividendmax.com, n.d.). However, a significant change had to be made because of the pandemic. There were no more payments in 2020 and 2021 (Dividendmax.com, n.d.). The company is slowly getting better and paying dividends more slowly. This is shown by the slow start of payments again in 2022 and the rise to 6.0p per share in 2023 (Dividendmax.com, n.d.).

Regarding dividends during the pandemic, M&S did what other shops did, similar to what its competitors did. To save money, many shops stopped or cut dividends. Many shops have done the same thing as M&S did with their careful return of dividends in 2022. They are trying to find a good balance between giving shareholders a good return on their money and leaving their finances open so they can invest in growth in the future.

Because of the bad economy right now, M&S's decisions about dividends have helped protect shareholder value. People couldn't get rewards during the pandemic because it would cost too much. This helped the company stay financially stable, which would help the business get through the tough time and get better afterwards. After the pandemic, the company slowly returned to work and raised its dividends. This shows that it wants to give owners value while protecting its long-term financial health.

Dividends were stopped for a while and then slowly started up again, which was suitable for M&S's finances. By not spending money during the pandemic, the company could lower its debt, keep its cash on hand, and invest in important areas like digital change. This would set the company up for future growth. The return on dividends shows that the company knows how to keep its finances safe while giving shareholders value.

M&S has paid dividends over the past five years in a way that fits with its general business plan based on slow growth over time (Dividendmax.com, n.d.). Because of the pandemic, the company stopped giving rewards and put the money into growth opportunities instead. It's all part of a long-term plan to make the business more enjoyable. Finally, after the pandemic, M&S is starting to see some gains again. This shows that the company is confident in its finances and future.

After this, M&S should keep giving dividends in a way that takes into account both the needs of owners and the need to spend money in the business. The company could adapt to changing economic conditions and keep the trust of its owners if it had a dividend policy that was easy to change based on cash flow and profit. M&S can also stay competitive in the retail world, which is constantly evolving, by focussing its investments on essential areas such as digital change and supply chain resilience. This will ensure steady growth over the long run.
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Appendix:
Current Ratio Calculations:

Marks and Spencer
	Year
	Current Assets (£ million)
	Current Liabilities (£ million)
	Current Ratio Calculation
	Current Ratio

	2020
	2,153.30
	3,250.90
	2,153.3 / 3,250.9
	0.66

	2021
	2,155.00
	3,122.30
	2,155.0 / 3,122.3
	0.69

	2022
	2,182.30
	2,370.80
	2,182.3 / 2,370.8
	0.92

	2023
	2,155.00
	2,706.40
	2,155.0 / 2,706.4
	0.8

	2024
	2,153.30
	2,516.20
	2,153.3 / 2,516.2
	0.86


	
Tesco PLC 2024


	Year
	Current Assets (£ million)
	Current Liabilities (£ million)
	Current Ratio Calculation
	Current Ratio

	2024
	14,600
	11,774
	14,600 / 11,774
	1.24



 Quick Ratio
Marks and Spencer
	Year
	Current Assets (£ million)
	Inventory (£ million)
	Current Liabilities (£ million)
	Quick Ratio Calculation
	Quick Ratio

	2020
	2,153.30
	776.9
	3,250.90
	(2,153.3 - 776.9) / 3,250.9
	0.42

	2021
	2,155.00
	764.4
	3,122.30
	(2,155.0 - 764.4) / 3,122.3
	0.45

	2022
	2,182.30
	706.1
	2,370.80
	(2,182.3 - 706.1) / 2,370.8
	0.62

	2023
	2,155.00
	764.4
	2,706.40
	(2,155.0 - 764.4) / 2,706.4
	0.51

	2024
	2,153.30
	776.9
	2,516.20
	(2,153.3 - 776.9) / 2,516.2
	0.55


Tesco PLC 2024
	Year
	Current Assets (£ million)
	Inventory (£ million)
	Current Liabilities (£ million)
	Quick Ratio Calculation
	Quick Ratio

	2024
	14,600
	2,850
	11,774
	(14,600 - 2,850) / 11,774
	1.05



Debt-to-Equity Ratio
Marks and Spencer
	Year
	Total Debt (£ million)
	Total Equity (£ million)
	Debt-to-Equity Ratio Calculation
	Debt-to-Equity Ratio

	2020
	3,133.20
	2,773.90
	3,133.2 / 2,773.9
	1.13

	2021
	4,215.50
	2,360.50
	4,215.5 / 2,360.5
	1.79

	2022
	3,808.20
	2,908.10
	3,808.2 / 2,908.1
	1.31

	2023
	3,715.30
	2,872.90
	3,715.3 / 2,872.9
	1.29

	2024
	3,133.20
	2,824.00
	3,133.2 / 2,824.0
	1.11


Tesco PLC 2024
	Year
	Total Debt (£ million)
	Total Equity (£ million)
	Debt-to-Equity Ratio Calculation
	Debt-to-Equity Ratio

	2024
	13,500
	21,700
	13,500 / 21,700
	0.62



Interest Coverage Ratio
Marks and Spencer 
	Year
	Operating Income (£ million)
	Interest Expense (£ million)
	Interest Coverage Ratio Calculation
	Interest Coverage Ratio

	2020
	714.2
	227.1
	714.2 / 227.1
	3.15

	2021
	-94.9
	555.8
	-0.1707449
	-0.17

	2022
	590.8
	186.4
	590.8 / 186.4
	3.17

	2023
	1,291.60
	98.8
	1,291.6 / 98.8
	13.07

	2024
	1,846.40
	107.8
	1,846.4 / 107.8
	17.13


Tesco PLC 2024
	Year
	Operating Income (£ million)
	Interest Expense (£ million)
	Interest Coverage Ratio Calculation
	Interest Coverage Ratio

	2024
	2,600
	512
	2,600 / 512
	5.07



	Year
	Start Price (£)
	End Price (£)
	Annual Return Calculation
	Annual Return (%)

	2019-2020
	179.822983
	107.806114
	(107.806114179.822983−1)×100=−40.03%(179.822983107.806114​−1)×100=−40.03%
	-40.03%

	2020-2021
	107.806114
	141.201767
	(141.201767107.806114−1)×100=30.97%(107.806114141.201767​−1)×100=30.97%
	30.97%

	2021-2022
	141.201767
	129.921463
	(129.921463141.201767−1)×100=−7.98%(141.201767129.921463​−1)×100=−7.98%
	-7.98%

	2022-2023
	129.921463
	217.195435
	(217.195435129.921463−1)×100=67.17%(129.921463217.195435​−1)×100=67.17%
	67.17%

	2023-2024
	217.195435
	329.100006
	(329.100006217.195435−1)×100=51.54%(217.195435329.100006​−1)×100=51.54%
	51.54%
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