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[bookmark: _Toc66898548]PART A.

[bookmark: _Toc66898549]TESCO BACKGROUND.
Tesco PLC is a large multinational company founded in Great Britain in the food and non-food sector, with its headquarters in Hertfordshire, England, United Kingdom.
  Among the retailers in the industry, it ranked third, based on the calculation of its profits, and ranked second to be the second largest retailer in the industry thanks to its revenues. Its stores are present in 12 countries, from Asia to Europe, and it is obviously among the leaders of the food market in the United Kingdom, present with a market share of 28.4%. it is also present in Ireland, Hungary, Malaysia and Thailand. (https://en.wikipedia.org/wiki/Tesco, s.d.)
Tesco has extraordinarily successful in sales and is very professional in the performance of its business. Tesco has been among the fastest in terms of expansion, starting with the UK, continuing with Eastern Europe, Ireland and Scotland. The rapid expansion can be grace for luck and time. Tesco gains its large number of shops simply by purchasing them from the weaker competitors. In the United Kingdom, the brand is acquired on a dozen chain of groceries and small and medium sized, which immediately made it in the acquisition of dozens of new shops in a commercial operation. (https://www.eeph.org.uk/business-model.php, s.d.)
Its strategy is based on buying a lot and selling cheaply.
Everyone knows that the more someone buys from a product, the cheaper the product will become.  Tesco has been successful in pursuing this policy over the last century.  Thanks to many purchases, it was able to maintain highly competitive prices to the point of starting self-production.
This way it can operate at much lower rates than its competitors who do not have the means to produce their own goods.
Tesco began selling its products online in the 1980s.
It has also recently begun diversifying its stores to make its products more widely available to more people.  This way, you do not have to go out of town to shop in a Tesco, just pop in for a quick store in a Tesco Express or Tesco subway that was set up for this reason.
Tesco is an oligopoly, although Tesco is one of the leading supermarkets, it still has competitors at its height, which together with Tesco, partially control the market.
Among Tesco's main competitors, we have Morrison, Sainsbury and Asda, which are part of the UK's Big Four. Just off the big four, we have Waitrose, another big chain. In recent years, they have been joined by German food chains, Aldi and Lidl, which have now become strong powers.
[bookmark: _Toc66898550]in 2015:
- Tesco has reported the worst results in its history with a record statutory pre-tax loss of £6.4bn for the year to the end of February. 
-Tesco risks £ 150 million from shareholders after accounting scandal.
[bookmark: _Toc66898551]In 2016:
-Tesco relies on Amazon with one-hour delivery.
-Tesco lowers sugar levels in own-brand soft drinks.
[bookmark: _Toc66898552]In 2017:
-Tesco solicits online sales tax to fund corporate rate cuts.
-Tesco and Carrefour have decided to enter a strategic alliance.
-Tesco designs a new discount chain to compete with Aldi and Lidl.
[bookmark: _Toc66898553]In 2018:
-Tesco works with WWF to monitor the environmental impact of food.
-Tesco will cut 1 billion pieces of plastic by 2020.
[bookmark: _Toc66898554]In 2019:
-Tesco to obtain energy directly from wind and solar farms
-Tesco will launch 750 stores in Thailand.
(https://www.theguardian.com/business/2014/dec/09/tesco-timeline-the-retail-giants-rise-and-fall, s.d.)
[bookmark: _Toc66898555]In 2020:
-Tesco joins a commercial alliance to feed NHS personnel as they fight the coronavirus.
-Tesco launches £ 30 million coronavirus community support package.
-Tesco rationes all product lines during the coronavirus crisis.
-Tesco's sales in the first quarter increased thanks to the increased e-commerce blockade.
-The coronavirus has brought unprecedented demand for food retailers, but it has also fundamentally changed the way we buy and consume food.
-Shoppers spent £ 155 million less in supermarkets last month as they returned to restaurants, pubs, and cafes during the Eat Out to Help Out program.
(https://www.bbc.co.uk/news/topics/c77jz3mdmlvt/tesco, s.d.)





















[bookmark: _Toc66898556]PART B.
[bookmark: _Toc66898557]CALCULATION OF KEY FINANCIAL RATIOS FOR THE PAST 5 YEARS. (FROM 2016 TO 2020)
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[bookmark: _Toc66898558]LIQUIDITY RATIOS.
Ratio between available assets and short-term liabilities. It expresses the ability of a company to meet its monetary commitments promptly and economically.
[bookmark: _Toc66898559]CURRENT RATIO.
The Current ratio is a financial index that indicates the liquidity rate of a company by measuring the ratio between current assets and current liabilities. ... In particular, the liquidity index indicates the ability of the company to meet current expenditure through its current income. This report by TESCO PLC has dropped from 82.2 (2016) to 73.4 (2020) [see appendix 4], which means that the performance of the last few years has dropped, which represents that the company is currently performing. worsening compared to its performance in previous years, however, it has current assets that can cover the liabilities. Although, not many are available, and therefore Tesco's management must take steps to strengthen its current operations.
[bookmark: _Toc66898560]QUICK RATIO.
Quick ratio, also called immediate liquidity ratio, is one of the indices used to simplify the understanding of the financial statements and the data reported therein.
A relationship that is working is Indicator> 1.0 and <2.0, which indicates an established liquidity situation. The indicators of the TESCO PLC quick report gradually decreased their value from 68.6 (2016) to 59.9 in (2020) [Appendix 5]. This shows that the Tesco finance team has exactly control of its liquid assets, which may cover future problems. To get an ideal position, it needs to be improved a little more.
[bookmark: _Toc66898561]PROFITABILITY RATIOS.
Profitability ratios measure a company's ability to generate value and produce income. They are part of the broader category of balance sheet ratios. Their function is to provide synthetic indicators that favour an easier comparison between financial statements of different years or even of different companies.



[bookmark: _Toc66898562]GROSS PROFIT MARGIN.
TESCO PLC's gross profit margin has been showing ups and downs over its past five years, with an increase of 5.3% (2016) to 7.1% (2011) [as the box shows] the Tesco team, must find ways to strike a balance between selling and purchasing costs, using advertising, discount programs and negotiations with suppliers, to reduce product costs, improve financial performance, so that the company widens its margins.
[bookmark: _Toc66898563]INTEREST COVER RATIO.
The interest coverage ratio defines the degree of coverage that the operating result can provide at the cost of financial charges. This report is also widely used by banks as a monitoring of the financial risk of the company. TESCO PLC's interest coverage ratios, like other data, are also fluctuating, with ups and downs over the past five years, but the 2020 figure of 1.1 is a good balance. (see appendix 8).
[bookmark: _Toc66898564]GEARING RATIO.
gearing ratio is a financial ratio that compares some form of equity (or equity) with debt or funds borrowed from the company. Gearing is a measure of the entity's leverage, which demonstrates the degree to which a firm's assets are funded by shareholder funds relative to creditor funds.
The debt-to-equity ratio is a measure of leverage that demonstrates the degree to which a company's operations are financed by equity versus debt financing. The debt / equity ratio of TESCO PLC shows, how the direction of the use of the loan is dependent on equity financing. The debt-to-equity ratio of Tesco has increased in recent years, from 39.9 times in 2016 to 45.7 times in 2018 and has fallen again to 40.6 times in 2020 (see Appendix 6), which shows, that TESCO has increased its debt to finance its commercial activities.
[bookmark: _Toc66898565]EFFICIENCY RATIOS.
It is an economic indicator that allows us to measure the actual performance of a company. In an economic activity, efficiency is expressed by the ratio between economic revenues and economic costs.
[bookmark: _Toc66898566]INVENTORY TURNOVER DAYS.
Inventory. indicates the number of times a certain product has been completely renewed in a warehouse over the period taken into consideration (a year, a month, a quarter, etc.). This is an important indicator for calculating how long it takes for the financial means invested in goods to be recovered.

If we start from this definition, and once we understand the meaning of rotation index, it is possible to divide goods into two broad categories:

High-turnover items: These products usually indicate that efficient management is taking place, because the capital, represented by the immovable goods on the shelves, moves frequently and brings benefits.
Low turnover products: this type of product must be closely monitored, as a product stopped in the warehouse can be interpreted as a sign of inefficient stock management. TESCO PLC is very efficient in this field, with incredibly low values from 17.4 days (2020) to 14.8 (2020) [refer to appendix 10].
[bookmark: _Toc66898567]PAYABLE TURNOVER DAYS.
The payable turnover ratio is the measure of the time that the company takes to cover its debts. The higher the turnover to pay, the more the company can grow, because it can dispose of the resources that have been used by other parties, to make a profit. TESCO PLC, in this field is not particularly good, has not achieved good results '' increase and decrease of the payment period from 59.2 days (2016) to 54.1 days in 2020 [refer to Appendix 13]
[bookmark: _Toc66898568]RECEIVABLE TURNOVER DAYS.
The turnover of credits calculates how efficient the company is in collecting the credits given to customers. The shorter the period of credit rotation, the more the company has a more efficient and high financial performance. TESCO PLC, has excellent values, with data that reached 7.9 (2020) from 9.5 (2016), demonstrating how TESCO PLC is timely in collecting, and therefore truly performing.








[bookmark: _Toc66898569]COMPARISON MAJOR COMPETITOR OF TESCO.
[bookmark: _Toc66898570]ASDA
ASDA is a subsidiary of Walmart, which acquired it in 1999. The company owns 604 stores, of which 196 are supermarkets. Furthermore, ASDA also has superstores among its stores, much larger than normal stores, where you can find, in addition to food products, clothing and household products. The competitive strategy of ASDA is the use of lower prices always and in any case. It is also working on redefining the appearance of its stores, based on what the customer requires, including an improvement of its online sales, or delivery to your home. ASDA is also working to produce more products under its name.
(https://corporate.asda.com/our-story/our-history, s.d.)

[bookmark: _Toc66898571]SAINSBURY’S.
. Sainsbury's is the UK's third largest grocery chain with 1,304 locations. Compared to its competitors, Sainsbury's is considered the highest quality supermarket with products at fair prices. So excellent value for money. Therefore, the company, given the excellent quality of its products, can afford to play a little with prices and raise them. In addition, Sainsbury is promoting other services besides food sales, such as banking services, and is working on the convenience format strategy for its products.
(https://about.sainsburys.co.uk/making-a-difference/our-values/our-stories, s.d.)

[bookmark: _Toc66898572]MORRISON’S.
Morrison's operates 514 supermarkets including 150 grocery stores. In the UK, it ranks second in food production. Morrison’s has its own production, that is, it owns its own plants, where it collaborates with farmers to obtain poultry, meat, and agricultural products. Morrison’s has a strategic position in the market thanks to its prices, which is reducing, always making daily offers. Morrison's is expanding by opening smaller stores in more strategic locations.
(https://www.morrisons-corporate.com/about-us/company-history/, s.d.)
[bookmark: _Toc66898573]ALDI.
Aldi, born in Germany, then underwent a major expansion, with more than 10,000 stores in 18 countries, including the UK. Aldi is part of the discount category, with an offer of products at incredibly low prices. Its strategy is based on low prices and weekly offers of generic products.
It can be said that Aldi is the discounter elite.
(https://en.wikipedia.org/wiki/Aldi, s.d.)

[bookmark: _Toc66898574]LIDL.
Lidl, also born in Germany, also aiming for expansion, but compared to Aldi, is present in 28 countries, but with the same number of stores as Aldi. It too is a discount store, but with superior quality and more visible customer focus. Among Lidl's low costs, one is due to minimal staffing, to mitigate costs. Lidl, compared to Aldi, leads its market to choose local suppliers, who offer local products. In addition, its strong point, and the special weeks that are held every week, with specialties entirely dedicated to a nation, thus attracting different ethnic groups.
(https://en.m.wikipedia.org/wiki/Lidl, s.d.)

[bookmark: _Toc66898575]WAITROSE.
Waitrose was born as a grocer, then transformed into a supermarket, expanding to have 338 branches in the area. Waitrose, among its competitors, is the most prestigious supermarket. With the production of high-quality products, and an equally qualified staff. It focuses its strategy on quality and therefore loyalty of the regular customer. Some of its stores produce hot food in stores and in others, it has focused on selling non-food items.
(https://www.waitrose.com/content/waitrose/en/bf_home/branch_finder_a-z.html, s.d.)



[bookmark: _Toc66898576]TESCO’S VISION.
Tesco's vision is made up of some elements, which summarize what the company wants to aim to be.
-It wants to expand more and more. outside Europe, in the world.
-His business is evolving more and more, always growing with new opportunities.
wanted and needed all over the world.
- focuses on innovation, always looking for new ideas.
-modern, innovative, and full of ideas.
- focuses on the trust and loyalty of employees, colleagues, and the company in which it is present.
The vision of a company is the description of its present and future objectives, its strategies, and methods, and how it works in the sector in which it operates.
Tesco's main purpose (mission) is simple:
"Let's improve what matters, together."
(https://www.tescoplc.com/media/754529/little-helps-plan-report-2019_final.pdf, s.d.)
Tesco initially focused on selling exclusively food products, but unlike others, it immediately proposed its own brand of products. This has led him to have a competitive advantage in his industry and helped him to fill the needs of his customers. Its brand is Tesco Value, which plays on value for money, offering good quality products at reduced prices, designed for people in need. In addition, it has not only created Tesco Value, but other ranges as well, including, Tesco's Finest, which has higher quality at an obviously higher price, prepared by Tesco's top chefs. Among the ranges, we can find, Organic, Healthy Living, Tesco Kids, Free from, all designed to satisfy every different type of customer.
The most dangerous competitor of Tesco is Morrison, because it is the chain with the widest range of products and cheaper, even more than Tesco.
They have their own brand, just like Tesco, but unlike Tesco, they also produce non-food items, ranging from home products, make-up and even toys. However, they do not enjoy the popularity that Tesco has, and are only present in metropolises.
[bookmark: _Toc66898577]ASDA STRATEGY.
Asda focuses its strategy on customer focus. He has just launched new initiatives that aim to put the customer at the centre of the decisions made by the company. Its goal is customer satisfaction-
Since January, Asda has improved its online panel, but it already worked very well, to give the possibility to have a priority at product launches. First online, then in the stores.
Among the social strategies, we also have, Your Asda, launched in August, blogs, with the video part, connected to cameras, which allow you to see how and when Asda employees work, that is, a look at the jobs. At work processes, it comes to Aisle Spy.
Moreover, among the strategies it has, competitive prices, creation of new products and new brands. Aim for speed of service and friendly interaction. It offers its employees a friendly, comfortable working environment where it must be pleasant to work.
In addition, it is always continuously developing trendy useful products and services.
(https://corporate.asda.com/newsroom/2020/02/18/asda-reiterates-its-focus-on-driving-growth-where-customers-care-as-it-reports-fourth-quarter-trading, s.d.)


[bookmark: _Toc66898578]MORRISON STRATEGY.
There is a continuous innovation and research of the updated. They always do development in their stores, always implementing new ideas, brought in by customers and employees. With their always fashionable look, they attract trendy customers, where those who buy are also interested in this. it is always a search for innovation even in producing their products, with their brand. This creates customer loyalty; in fact it works on having the largest number of repeat customers. Among the novelties, we have an agreement with the delivery applications, that is, the possibility, not only through amazon, but also through the Deliveroo app, to have the possibility to comfortably have the shopping at home by choosing from one of the stores that owns a of the widest ranges of products in circulation. Present with both Amazon and Deliveroo in almost all its stores.
(https://www.morrisons-corporate.com/about-us/strategy/, s.d.)

[bookmark: _Toc66898579]LIDL STRATEGY.
Among his strategies, recently, one above all, very innovative, the launch of a chatbot, Margot, the name, conceived to give advice to customers on the choice of the best wines, based on tastes, or food accompanied with wine. Customers get in touch with an online wine expert, who will recommend the wine suitable for the situation, the event. For example, tell Margot that you are eating a chicken tikka masala and she could recommend a nice fresh Chardonnay, or with some fish, a white with bubbles, a red with meat, and so on. Furthermore, you are investing heavily in your suppliers, playing the cards of local production, choosing suppliers from the area where you operate. You are also doing market analysis that lead him to the sale of the most requested products, especially in the weeks dedicated to nations, offering those products, which perhaps, in other shops, are not available. therefore, playing on uniqueness.
(https://www.chatbotguide.org/lidl-chatbot, s.d.)

[bookmark: _Toc66898580]WAITROSE STRATEGY.
Waitrose, as a strategy, is trying to be more competitive on prices, to outperform the competition, especially Tesco, while with Sainsbury there is a sort of competition for quality. However, his strategy is not to cut prices permanently, but to invest more than half a billion pounds in weekly promotions. Waitrose wants to distance himself from the term discount, he is, and wants to remain a top of the range, with the quality that we can find not only in its products, but also in its service, where it educates its employees to make a customer experience an experience, and not just shopping.
As mentioned earlier, it is concentrating on producing fresh, hot food in place, to enjoy a ready-made, gourmet-quality meal.
Waitrose is not a supermarket, and more than that, it has a range of medium-high and high-end customers. 
(https://www.marketingweek.com/waitrose-boss-our-strategy-is-to-do-the-opposite-of-what-everyone-else-is-doing/, s.d.)

[bookmark: _Toc66898581]IN UK MARKET.
In the UK food sector, some supermarkets, such as Tesco and Asda, adopt price-cutting strategies to attract customers, and create market share. h Between the two competitors, the prices are similar, comparable. The competition between the two giants was born in 2005. Since 2000 their market shares have grown. Tesco started with 27, 1 and Asda with 16.9, while Sainsbury, another competitor, was already at the top since 1995, ranking first in the UK food sector, but which has since been surpassed by its other competitors. mentioned above. So, the dominant chains, currently, we can say that they are Tesco and Asda, who walk hand in hand, made the best, thanks to their winning strategy on the low prices of the products offered, especially non-food items. Furthermore, among their initiatives, there is in the oven to open a dozen more shops each year during the year. And this for each year to follow, but also more shops.
The two competitors compete in a strategic game, which we can compare to the game of "HAWK-DOVE", conceived and named by Maynard Smith and Price (1976). aggression among competitors in economic systems. In fact, play has been particularly useful in studying in academic environments and has been central to game theory of evolution. Also called, chicken game, mostly known as hawk-dove game or snowdrift game. It is a conflict model, where there is a continuous confrontation between two players in game theory. The meaning of this game is not to look like a "chicken", that is the reason for the name, and therefore give in. Therefore, it means that the two opponents challenge each other, without anyone ever losing, even if, in some cases the best solution for both, or one of the two, is to leave the game, because, in this way, resources and time are wasted on something that does not pay off, therefore useless. The theory, therefore, argues, that one competes, only to assert one's supremacy, which does not lead to any results.
(Wikipedia, s.d.)
In fact, the price struggles, in the oligopoly of the British food sector, saw Tesco and Asda as main protagonists. In fact, we can say, that they are the most competitive, and the current data can be seen.
But, all this "work", on the part of food chains and no longer large, have harmed the small family-run shops, which Covid has put even more against the wall, leading them to bankruptcy. While, it can be said, that this pandemic has "benefited" supermarket chains, and not only in the United Kingdom, but throughout the world. Given that, with the restrictions in place, in the UK, takeaway-only restaurants and closed pubs, the only "leisure" place remained the supermarket. Therefore, it is clear that, in the last year, all supermarkets have seen collections never had. I assume, the tallest ever. But many of them have taken initiatives, fundraisers, which have helped, not only many hospitals on their knees, but also key workers, such as doctors, nurses, all health personnel, but also those who have contributed, to the production of everything that could be useful for protection from the virus.
(https://www.slideshare.net/mbafinance2010/a-strategic-game-tesco-and-asda-uk, s.d.)





















[bookmark: _Toc66898582]RECOMMENDATION ON HOW TO IMPROVE THE FINANCIAL MANAGEMENT OF THE COMPANY.
Tesco needs to focus a little more on selling non-food products, create weeks dedicated to some nationality, like Lidl does.
-Pay more attention to quality.
- Tesco needs to have a wider range of products from other countries, now widely available in other supermarkets such as Waitrose and Sainsbury.
- It should have a more attractive look, it should pay attention to the renovation of some stores, that is, it should not only focus on new openings, but also analyse the older stores on the market.
- should involve customers more closely, with initiatives, offers and promotions.
-It should enter Amazon Fresh as Morrison and Asda are already present.
















[bookmark: _Toc66898583]PART C.
Year   Projected Cash Flows (£m)          Cumulative cash flows
                    A                                                       
0                 -30                                                   -30
1                  0                                                      -30
2                 15                                                     -15
3                 20                                                     +5
4                 10                                                    +15

1) PBP= 3 full years + 15/15= 3

2) ARR = (0+15+20+10)/4=11250,
11250/30000*100= 37.5%

                B

0 -50                                                 -50

1 15                                                  -35

2 15                                                   -20

3 15                                                   -5

4 27                                                  +22

1) PBP= 3 Full years + 20/22= 3,09 

2) ARR = (15+15+15+27)/4=18000,
18000/50000*100= 36%

3) NPV and IRR

	Cost of capital 
	11.8%
	

	Year 
	A
	B

	0
	-30
	-50

	1
	0
	15

	2
	15
	15

	3
	20
	15

	4
	10
	27

	
	
	

	IRR
	15%
	15%

	NPV
	2.71
	3.43




The better project is the project B because higher net present value, this mean the project will give to the company more money in the future.

[bookmark: _Toc66898584]PAYBACK PERIOD.
The payback period (PBP) is an indicator used in corporate finance to assess the attractiveness of an investment.
It identifies the number of periods that it is necessary to wait for the positive flows of the investment to compensate for the expenses incurred.
The payback period is a criterion that can only improperly be defined as the "economic evaluation of investments"; in fact, it does not give any information about the profitability of the projects; it instead informs about the riskiness of the same, riskiness expressed in terms of time.
Long paybacks will have to correspond to substantial economic returns, while limited levels of profitability may be accepted in the presence of short PBPs.
In the formulation of the payback, we are referring to, both the number of flows and their temporal distribution are taken into account.
Advantages of Pay Back Period (PBP)
-Easy to calculate and understand.
-Once defined, the calculation method is unique and does not lend itself to interpretations like other more sophisticated methods.

Disadvantages of Pay Back Period (PBP)
To calculate it, use cash flows as the value. In fact, unlike profits, they are not affected by accounting variables.
In other words, the payback period must be the time needed to repay the investment with the operating cash flow, that is, coming from the company's characteristic management.

[bookmark: _Toc66898585] INTERNAL RATE OF RETURN (IRR).
Internal Rate of Return.
The Internal Rate of Return (IRR) is a measure of the profitability of an investment project or, in general, of any economic activity that makes it possible to identify the effective rate of return and based on this make informed decisions regarding the opportunity to undertake the project or not.
Advantages of IRR.
The IRR can be useful for a company to determine the level of growth and expansion resulting from a new project, as compared to a greater investment in existing operations.
Being a uniform calculation for investments and projects of various kinds, it can be used to define possible alternatives, starting from a common basis.
Disadvantages of IRR.
As mentioned earlier, the IRR tends to overestimate the potential earnings of a future project or investment, considering a net present value of zero. As a result, it is usually used in conjunction with other budget calculation measures, such as the modified internal rate of return.
The IRR also proven ineffective when comparing projects of different duration, as short-term projects often show a high IRR value, while long-term ones often report lower values. The result is not necessarily a true representation of the possible profitability of a project or investment.
[bookmark: _Toc66898586]ACCOUNTING RATE OF RETURN (ARR).
The accounting rate of return (ARR) is a simple investment valuation technique for evaluating fewer complex projects and their benefits.

Advantages of Accounting Rate of Return.
ARR is an effective tool to grasp a general idea on the advisability of proceeding with a project in terms of profitability.
Disadvantages of Accounting Rate of Return.
Ignore the time value of money. Accounting income in future years is assumed to have the same value as accounting income in the current year.
It does not consider the increased risk of long-term projects and the increased variability associated with prolonged projects.
It is only a financial guide for projects. Sometimes projects are proposed and implemented to improve other important variables such as safety, environmental concerns, or government regulations.
It is not an ideal comparative metric between projects because different projects have different variables such as time and other non-financial factors to consider.
2. it is simply an averaging technique which doesn't take under consideration the varied impacts of external factors on over-all profits of the firm.
3. This method also ignores the time factor (time value of money) which is extremely crucial in business decision.
4. This method does not determine the fair rate of return on investments. It is left at the discretion of the management. So, use of this arbitrary rate of return may welt cause serious distortions within the selection of capital projects.

[bookmark: _Toc66898587]NET PRESENT VALUE (NPV).
The net present value is an index that expresses a dynamic investment planning. Investors use the NPV to determine the value of future deposits and payments at present. In this way it is possible to compare the capitals of different calculation ranges and evaluate their various investment possibilities based on profitability.

Advantages of net present value.
they have the advantage of processing more complex situations, such as different cash flows over time intervals or a change in the discount rate.
The net present value is much more popular due to the relative simplicity of the calculation process.

Disadvantages of net present value.
The net present value method is especially problematic for the following points:

The calculation of the net present value is based on the hypothesis of a perfect capital market.
In several places, the calculation is based on subjective assumptions that have a decisive influence on the measurement of the net present value.
The net present value method starts from a highly simplified capital market, especially for the equation between the lending rate and the borrowing rate. Tax rules are not even considered. In practice, these conditions are not met. It is therefore an index, which cannot be transported to a real level without any reservations.

Furthermore, there is a risk that entrepreneurs plan unprofitable investments due to incorrect forecasts. Both the discount rate and the value of the cash flows are based on prognosis and are established rather haphazardly with an insufficient database. All assumptions for the calculation of the net present value should be sufficiently commented and substantiated, for example through concrete banking offers, specific data, or financial information from previous years.
[bookmark: _Toc66898588]




Tesco recommend directions.

Working on projects is usually more complex than you think, so many variables must be analysed, in addition to financial calculations. Data needs to be analysed, sample studies done, involving a large financial team. Not only financial calculations, but also analyses are carried out, such as that of sensitivity, which studies and analyses the risks that could exist to the project. The effects of both positive and negative trends influenced by the various tax regulations must be calculated.
The key aspects must be highlighted, which must be monitored to be linked to the expected cash flows.
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Proftability Ratios  Formula  2020 2019 2018 2017 2016

Gross Pofit margin Gross Profit  4.580,00 £            4.696,00 £         3.350,00 £         2.902,00 £         2.844,00 £        

Sales 64.760,00 £         63.911,00 £       57.491,00 £       55.917,00 £       53.933,00 £      

7,1 7,3 5,8 5,2 5,3

ROCE Profit before tax 1.315,00 £            1.617,00 £         1.298,00 £         145,00 £             202,00 £            

Ordn share+reserves+long borrowing  10.153,00 £         9.840,00 £         8.159,00 £         10.443,00 £       13.396,00 £      

13,0 16,4 15,9 1,4 1,5

Net profit margin  Net profit 973,00 £               1.270,00 £         992,00 £             58,00 £               256,00 £            

Sales 64.760,00 £         63.911,00 £       57.491,00 £       55.917,00 £       53.933,00 £      

1,5 2,0 1,7 0,1 0,5

Liquidity Ratios 

Current Ratio  Current Asset 13.164,00 £         12.578,00 £       13.660,00 £       15.417,00 £       14.684,00 £      

Current Liabilities 17.927,00 £         20.973,00 £       19.584,00 £       19.234,00 £       17.866,00 £      

73,4 60,0 69,8 80,2 82,2

Quick Ratio  Current Assent - Interventories 10.731,00 £         9.961,00 £         11.396,00 £       13.116,00 £       12.254,00 £      

Current Liability  17.927,00 £         20.973,00 £       19.584,00 £       19.234,00 £       17.866,00 £      

59,9 47,5 58,2 68,2 68,6

Gearing Ratio Total liability -Current liability 21.122,00 £         22.493,00 £       24.015,00 £       20.034,00 £       17.422,00 £      

Capital Employed  52.017,00 £         56.800,00 £       52.588,00 £       45.509,00 £       43.668,00 £      

40,6 39,6 45,7 44,0 39,9

Shareholder's ratio  Shareholders funds 13.253,00 £         13.432,00 £       8.138,00 £         (8.778,00) £        8.616,00 £        

Capital employed 52.017,00 £         56.800,00 £       52.588,00 £       45.509,00 £       43.668,00 £      

25,5 23,6 15,5 -19,3 19,7

Interest cover  Net profit before interest and tax 1.315,00 £            1.617,00 £         1.298,00 £         145,00 £             202,00 £            

Interest  1.244,00 £            1.089,00 £         631,00 £             874,00 £             892,00 £            

1,1 1,5 2,1 0,2 0,2

Efficency ratios

Asset turnover ratio Sales 64.760,00 £         63.911,00 £       57.491,00 £       55.917,00 £       53.933,00 £      

Total Asset 52.302,00 £         56.898,00 £       52.737,00 £       30.490,00 £       43.904,00 £      

1,2 1,1 1,1 1,8 1,2

Inventory Turnover days    Inventory  2.433,00 £            2.617,00 £         2.264,00 £         2.301,00 £         2.430,00 £        

Cost of sales 60.180,00 £         59.215,00 £       54.141,00 £       53.015,00 £       51.089,00 £      

14,8 16,1 15,3 15,8 17,4

Receivable Turnover days Accounts receivable  1.396,00 £            1.550,00 £         1.415,00 £         1.475,00 £         1.406,00 £        

Sales 64.760,00 £         63.911,00 £       57.491,00 £       55.917,00 £       53.933,00 £      

7,9 8,9 9,0 9,6 9,5

Payable Turnover days Trade payable  8.922,00 £            9.131,00 £         8.773,00 £         8.875,00 £         8.293,00 £        

Cost of sales 60.180,00 £         59.215,00 £       54.141,00 £       53.015,00 £       51.089,00 £      

54,1 56,3 59,1 61,1 59,2
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