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Executive Summary

The pages below contained a report that aimed to express and provide a succinct and insightful discussion on the review of the economic performance of AstraZeneca Plc. The empirical insights provided in the report were based on the overall computation of the ratios related to the enterprise. 
The annual report of the year 2023 was accessed for the purpose of calculating ten different financial ratios for the years 2022 and 2023 for the company. The obtained calculations and figures were then used in conjuction with scholarly material available online to evaluate the current state of affairs and the trend in the ratios by the organisation. Suitable decisions about the economic well-being of Astrazeneca were also made based on such analysis. 
Once the analysis part was done, the report discussed several limitations related to ration analysis and the implications of such limitations. Finally, suitable recommendations were provided to AstraZeneca based on obtained results to help improve financial management in the future. The recommendations were based on various results obtained from the analysis of the ratios and the range of aspects associated with the financial standing of the enterprise. The report was wound up by including several types of findings obtained from different sections in a succinct manner. 
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[bookmark: _Toc187391799]Introduction
Forbes (2024) informs that AstraZeneca Plc is one of the well-known companies in the UK. The company operates in the Drugs & Biotechnology sector. The main operations of the company include research, development, and the production of pharmaceutical products. The main disease and therapy areas for which the pipeline of the company is used are metabolisms, therapy, renal, oncology, cardiovascular, and respiratory. Founded on June 17th, 1992, the company headquarters is situated in Cambridge, United Kingdom. Pascal Soriot is the CEO of the company. The company employs a total of 1200 employees. 
This report focuses on presenting the true financial state of affairs of AstraZeneca Plc. The tool that will be used for analysing and exploring the overall final statement of Astrazeneca is ratio analysis. According to CFI (2025) the term “ratio analysis” is used to denote the analysis of the several parts of financial information contained in the annual accounts. A critical evaluation of several aspects of the monetary performance of the company will be presented. The possible reasons behind the changes in the financial ratio figures will be explained. In addition it, the possible limitations associated to the tool and technique used to analyse the financial standing of Astrazeneca i.e. ratio analysis will be considered. Based on the obtained findings and the scrutiny of the possible causes behind the change in financial ratio figures, AstraZeneca will be provided with suitable recommendations to uplift the overall management of finances of the enterprise in the future. 


[bookmark: _Toc187391800]Critical evaluation of the financial ratios
[bookmark: _Toc187391801]Profitability Ratios

Gross Profit Margin (GPM)
In the views of Mahdi and Khaddafi (2020) GPM can be understood to be the ratio that signifies the balance that exists between the gross profit and the total revenue made during a particular period. In simpler terms, this is the percentage of every pound of sale that is left with the enterprise as gross margin after the deduction of the cost incurred to make the sales. As a measure of profitability, this informs about the capacity of the enterprise to make profits (Walsh 2003 and Drury 2018). The GPM of Astrazeneca during both years under review has been on the higher side. In 2022, the company recorded 72.06% of the revenue as gross margin. This increased to 81.95% during 2023. In other words, a percentage rise of 9.89% was recorded in 2023. The above rise in the GPM is mainly due to the steep rise of sales revenue by 3.29% during 2023. It is apparent the cost of sales did not enhance as much in 2023, which highlights efficient control by the company on inventory costs and direct costs such as purchases. 
Net Profit Margin (NPM)
Nariswari and Nugraha (2020) have described NPM as a profitability measure that comparison the NI to the revenue amount in a particular period. NPM assists in interpreting the efficiency that Astrazeneca is able to display while minimising its operational costs (Schroeder et al., 2022). The computations suggest that NPM for AstraZeneca Plc in 2022 was 7.42% while the 2023 margin was 13.01%. A 5.59% increase in the NPM highlights the improvement in AstraZeneca plc to control operational costs such as administration, finance, etc. However, the big gap between gross and net margin shows that these costs still continue to eat up a large chunk of the company sales. The income statement shows that while all the costs rose in 2023 for the company, the increase in selling costs and R&D costs was controlled and thus, NPM has improved. 
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Current Ratio (CR)
According to Heikal et al. (2014), CR helps in the examination of a company's capacity to cover or discharge short-term debt with the available assets of a short-term nature. In other words, Husna and Satria (2019) inform us about the extent to which the available current assets can pay off current obligations that are maturing soon. The ideal current ratio for any enterprise is 2 times (Marr 2012). However, the computations suggest that in 2022, AstraZeneca CR was 0.86 times, which further dipped to 0.82 times in 2023. Clearly, in none of the two-year periods short-term assets at the enterprise were adequate to cover the short-term obligations. This hints at severe liquidity risk, i.e., inability to pay short-term dues on time for the company under review here. A possible cause behind the dip in CR can be a higher rise in current dues in 2023 in comparison to current assets. Items such as trade and other payables and income tax payables jumped by $ 3,334 million and $ 688 million, respectively. This overshadowed the recorded rise in current assets in 2023. 
Quick Ratio (QR)
Sari et al. (2022) state that inventory is one such short-term asset that has the lowest level of liquidity. The QR represents the enterprise's capacity to pay off short-term debt regardless of the value of inventory lying in the warehouse. Thus, the computation of QR does not take inventory value into account. In Astrazeneca's case, the QR was 0.68 times in 2022, while it further dropped to 0.64 times in 2023. Apparently, the company has struggled big time in covering dues maturing soon without the contribution of inventory sales. The high gap between the current and quick ratio evidences this fact. A huge short-term obligation increase in 2023 is to blame for such a dire liquid situation at AstraZeneca. 
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Debt to Equity Ratio (DER)
Susilawati et al. (2022) have defined the DER as a ratio that presents a comparison between the size of debt and the size of equity for business enterprises. DER is the ratio of the total funds that the company has obtained from outside and the total funds that have originated from within. Also, this provides information as to how much of each dollar of capital is being used as collateral to the debt funds employed. As per calculations, 2022 was 160.36%, which declined to 158.18%. Despite the decline, the debt pressure on AstraZeneca plc is high in relation to employed capital. Though ideally, the debt-equity ratio is 2 times. Therefore, the company has done well to keep debts lower. A decline in percentage in 2023 augurs well for the company. In addition, a focus on reducing debt proportion as part of the new capital structure might be the reason behind the change in the ratio. 
Interest Coverage Ratio (ICR)
CFI (2025) contains a definition and explanation behind ICR. In simple words, ICR has been described as a financial ratio that assists in ascertaining how efficiently a firm is able to cover the financial costs associated with outstanding debts. Also known as times interest earned, this metric is of common use to lenders and creditors to judge the risk associated with extending funds on credit to enterprises. The calculations show that AstraZeneca's ICR during 2022 was 2.79 times, which further increased to 5.04 times in 2023. This increase pinpoints enhancement in the company's ability to cover the finance costs in 2023. The reason behind the increase is the huge development in operating margin in 2023. The margin improved by 54.14% in 2023, which has directly uplifted the company's capacity to cover finance costs on debt funds. 
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Inventory Turnover Ratio (ITR)
According to Amanda (2019), the ITR is a metric that highlights the change in the inventory levels of the company due to changes in the overall activity levels of the business enterprise as a whole. In simpler terms, the ITR shows the number of times inventory has been replaced during a period due to activity levels (sales) in the business. Nasution (2020) states that high inventory turnover denotes a high frequency of sales for the company. Also, a high ITR means that the company is quick in covering the cost of sales, which leads to the accomplishment of profits by the business enterprise. In the present case, the ITR of AstraZeneca plc stood at a mere 1.81 times in 2022, which further dipped to 1.63 times in 2023. In both years, sales have caused displacement at the company just twice. However, the income statement figures suggest an impressive improvement in sales during the year. Despite such a huge rise in sales, inventory has just been replaced twice due to high inventory purchases by the company during 2023. 


Accounts receivables Turnover Ratio (ATR)
Amanda (2019) also informs about ATR in the paper. The general sense meaning of ATR has been described as a metric that describes the relationship between the sales revenue and the accounts receivables of the enterprise. Beaver (2024) informs that this ratio is used in business accounting to quantify how well enterprises manage the credit funds lent to customers. This involves the evaluation of the time taken to collect the dues by the enterprise over different time periods. The ATR for AstraZeneca plc has remained more or less similar during the two years under consideration. In 2022, the ratio figure was 4.40 times, which declined insignificantly to 4.05 times in 2021. Every three months, the company collects the outstanding dues from the customers. However, a dip in such turnover shows that the collection period for AstraZeneca has increased significantly. Therefore, the possible cause of the dip in turnover can be due to dealing with risky customers by the organisation during 2023. 
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Earnings Per Share (EPS)
Humaerah et al. (2022) have discussed the impact of EPS and DPS on the overall prices of the stocks of the pharmaceutical organisations. This is a metric that is used by the investors to gauge the overall achievement that the management has made in earning income for the people who have bid for the shares of the enterprise. As per Arsal (2021), shareholders are interested in knowing about EPS as it is a measure of a company's success during a period. As per Atrill (2020), it is computed by total NI during a year by the number of shares outstanding or held by the general public. In 2022, the basic EPS for the company under review was $ 2.12, which significantly increased to $ 3.84. It is, therefore, apparent that the amount of income that the company has earned on each outstanding share has increased in recent times. The possible cause behind such an increase is clearly the significant increase in the net income of the company in 2023. 
Dividend Per Share (DPS)
Bowman (2024) informs that the general sense meaning of the term DPS is exactly what it sounds like. In other words, this is the amount of dividend that is paid by the company on all the outstanding shares. Ahmad (2018) suggested that there exists a positive and significant influence of the DPS on the prices of stocks of the companies. Therefore, it is easy to understand that this metric has a high level of significance to the investors. In the case of AstraZeneca, the DPS was 2.90 in 2022, and the amount did not change in 2023. This is mainly due to the static dividend policy adopted by the company. 
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As a technique of financial statement evaluation, ratio analysis suffers from certain limitations that need to be kept in mind while forming an opinion about the manner in which AstraZeneca plc has fared in the two years under review – 
· According to Frecknall-Hughes et al., (2007) the biggest Limitation associated with ratio analysis is that it is purely based on the numeric and monetary results of a business organisation. This technique completely overlooks all the other factors that have a bearing on its financial standing. 
· Gadoiu (2014) has provided an interesting insight into this regard and has stated that companies may use different accounting treatments and accounting policies for different items. This is where the comparison of performance purely based on financial ratios is rendered worthless. 
· As per Faello (2015), the calculation of the financial ratios is based on the accuracy of the numerator as well as the denominator. If either of these are misstated, then is chances of incorrect analysis are very high. 
· Bragg (2024) opines that financial ratios are computed based on historical information. In case there is any change in the business model, structure, or strategy in the current year, past ratios cannot be useful in performance analysis. 
· According to BBC (2025) human element is completely ignored in financial ratio analysis. 
· CFI (2025) states that seasonal effects are necessary to be taken into stride while carrying out financial ratio analysis. If the same is not done, there are high chances of false and misleading interpretations of the accounting information. 
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The above financial ratio analysis has assisted in deriving useful insights associated with the company's performance over the two-year period. The following points may assist Astrazeneca to improve its financial performance and management in the future – 
· Immediate control of administration overhead and research and development costs is necessary for the company. This can assist the firm in bridging the gap between high GPM and low NPM in the coming years. 
· Serious steps are needed to revive the liquid state of the enterprise. The firm needs to reduce short-term obligation pressure in the coming years. An effort to raise sales can be helpful in this regard. 
· The company is presently underutilising the equity capital. Issuance of more equity capital can prevent the risk of overcapitalisation through debt and reduce the pressure of fixed financial payments. 
· The inventory displacement and collection duration are both low for the company. The company needs to raise sales frequently. Efforts such as advertising, supplier negotiation, and incentivising collection department can be helpful. 
· Presently, the company is catering to the investors well in terms of dividend distribution. However, a static dividend policy might discourage investors. The firm should declare higher dividends in the coming years. 
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The above pages of the report aimed at financial performance evaluation of the case study organisation – AstraZeneca Plc. The technique used for the purpose of such analysis used in the report was financial ratio analysis. A range of aspects associated with the financial standing of the company were reviewed and evaluated in the report. A total of ten different financial ratios were computed for the years 2022 and 2023, and suitable and appropriate interpretation of the figures was made on the basis of the analysis carried out. The evaluation and the possible cause of the change in the financial ratio figures were presented using a range of credible sources. The obtained figures were interpreted to explain the shift in the economic standing of the company over the two-year period. 
The analysis of the financial ratios of the company revealed that while AstraZeneca was good at generating gross margin from sales revenue, the costs related to R&D and administration ate up a large chunk of the net income of the company. Liquidity was one aspect of the financial position of the organization in which the current state of the firm was found to be worst. The company was found to be operating under serious threat of default to pay short-term dues. Sales frequency and collection speed of the firm were also found to be slow, as communicated by the efficiency ratios. Further, the company was found efficient at using long-term obligations. The investor performance of the firm was also found to be satisfactory. 
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BUSINESS REPORT OF GREENACRES PLC
Executive Summary
The below pages of the report present the significance and explanation of the various techniques of capital appraisal that assisted the higher authorities of the firm in measuring the feasibility of the investments over the period. Further, it suggested various methods that were used by the firm, such as IRR, NPV, ARR, and payback period.
Moreover, it determined the present-day value of the investment options available and calculated the IRR of the chosen investment option. Further, it explained the importance of the NPV. It provided the necessary reasoning as to why enterprises preferred the method to examine projects' potential for earning profits and revenue over the years. 
Apart from that, it also explored several non-fiscal factors that were to be recognized by the top management of the entity before selecting any project or investment. Further, it suggested factors like economic condition, inflation rate, and monetary and fiscal policies of the government and central banks of the nation. Moreover, it also suggested that the project's time limit also influenced the decision. 
Later in the report, some recommendations were also suggested to the firm for further improvements. Moreover, it suggested that the final decision regarding the investment selection was based on the results of the NPV and non-monetary factors were equally significant in assessing the potential of the investment over the years. 
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Introduction
As informed by Atrill (2020), business enterprises use several capital appraisal methods to choose the most practical project that boost the firm's profitability in the coming years. Further, out of the several methods, enterprises recognise the NPV method as the most viable and appropriate appraisal technique. As per Drury (2021), moreover, some of the other prominent capital appraisal techniques that the entities will use are IRR, ARR, and the payback period of the projects. 
As suggested by Bhimani (2022), the NPV method technique would be recognised as the suitable and highly appropriate capital evaluation method to judge the capability of a particular project over a period. Further, it uses the discounting rate to ascertain the current value of investments of the several investment options. As Saunders et al. (2021) defined; the IRR is calculated to determine the return offered by that specified project and investment to the firm over the years. As per Vipond (2025), the ARR technique is used to ascertain the regular profit or cash flow produced by that investment for the entity in the coming years. Moreover, it is computed by distributing the average cash flow by the starting outlay of that project. According to Sadeghi et al. (2022), simultaneously, the period of payback method assists the management of the firm in ascertaining the period in which the firm regenerates the starting outlay of that project.  
The report would compute the current value of the investment options with the help of the NPV. In addition, it will also determine the IRR of the chosen investment option to examine the profitability of that specified investment option over the period. Apart from that will also suggest the significance of the method of NPV and why the given method is preferred over other methods. In the end, it also suggests the recommendation to the higher authorities of the furniture manufacturing entity. 





Main Findings
Brief overview of the investment options
The firm's top management has evaluated various investment options for the coming years. Further, it has examined three options for investment. Moreover, the preliminary outlay (a) is £ 660,000, and investment (b) is £ 1,000,000. In addition, the investment (c) outlay is £ 1,700,000 over the period. Moreover, to assess the viability of investment options the NPV is computed by using the discounting rate of 6 percent. Apart from that, the IRR of the chosen investment has also been determined over the period. 
Capital appraisal methods
1. NPV
As defined by Marchioni and Magni (2018), the NPV is considered the most suitable and appropriate method that most business enterprises use to measure the success of outlay options. Further, it uses the time value of money (TVM) to ascertain the up-to-date price of the investment over the period; apart from that, it also uses the discounting factor to determine the current worth of the cash flow offered by the investments over the years to the firm. In addition, the present date value of the asset is calculated by subtracting the final worth of cash outflows from the cash arrivals over the period. 
The calculation of the NPV has suggested that the three investment options have generated positive cash flow over four years. Further, the computation of the NPV has suggested that the final value of the investment (a) after the four years would be £ 752,892.95, and its initial outlay is £ 660,000. Moreover, the present value of investment (b) would be £ 1,301,418.63 while its starting outlay is £ 1,000,000. Simultaneously, the present value of investment (c) is £ 1,315,807.90 over four years, while its starting outlay is £ 1,700,000 over the period. 
Hence, the determination of the NPV has been suggested that all the investments are viable for the firm as they help increase the firm's profitability in the coming years. But the most suitable investment option would be investment (c) as the starting expenditure of that investment is £ 1,700,000 while its present value after the four years would be £ 1,315,807.90 over the year of four years. 
So, it is recommended to the top authorities of an entity to continue with investment (c) in the future as it enhances the firm's profitability over the years. 
2. ARR
As informed by Magni (2019), the method of ARR tells the percentage of return the investment offers to the enterprise over the project's total lifespan. Further, it uses average cash flows and an original outlay of the plan to ascertain the return percentage. Moreover, it does not recognise TVM. 
3. Period of Payback 
As described by Dai et al. (2022), the entity's management uses this technique of capital appraisal to determine the period in which the firm can recover its starting amount of investment over the years. Further, it is also considered the prominent non-discounting method of project assessment. 
4. IRR
As per Maravas and Pantouvakis (2018), the IRR is computed to regulate the minimum profit rate that assists the entity's management in achieving the break-even point in the coming period. Further, if the IRR surpasses the cost of outlay, the firm selects or chooses that project or investment.
The identification of the IRR indicates the rate of return of the chosen investment is offered by the investment (c) would be 32 percent. Further, it is the lowest among all the investment options as other projects offered 48 and 45 percent returns, respectively, to the firm. However, the final decision on the investment has been made based on the results of the NPV. 
Most suitable capital appraisal method and why NPV is preferred
Based on the above findings of the information connected to the various capital appraisal methods, it is suggested that the NPV option is the appropriate project assessment technique. As Magni and Marchioni (2020) and Gaspars-Wieloch (2019) suggest, the recommended option recognises the TVM while ascertaining the present value of the project options explored by the firm's authorities over the period. As Knoke et al. (2020) suggested, the chosen method is also easy to understand, widely used, and adopted by many business firms to ascertain the updated worth of projects over the years. As mentioned by Atz et al. (2021), apart from determining the current value of the investment, it also assisted the firm in identifying the revenue and profit generated by that specified project and investment option over its lifespan. Over the years, it is also recognised as the primary method for selecting the most viable and profitable option for projects and investments. 
As mentioned by Dobrowolski and Drozdowski (2022), simultaneously, the technique of NPV also helps the investors determine the amount of cash that is to be repaid by the firm's authorities on the present worth of the project or investment. In addition, it is also used by the higher authorities to ascertain the benefits and advantages of the investment option in the coming years. 
As informed by Le (2021), the method of IRR and NPV uses the discounting rate to ascertain the final value of the project and investment over the years. Further, if the result of the IRR suggests the return is more than the discounting factor then, in that case, the top management of the entity would choose the selected project. However, if the calculated arrival is lower than the discounting rate, in that case, the investment is not selected or chosen by the higher management of the enterprise over the years. 
As per Rajgopal et al. (2020), moreover, the higher authorities of the entity limitedly use the method of IRR if the rate of discounting is not given; then, in that case, it is hard to identify the IRR, and it is difficult to choose and select that project for the long term. Moreover, in that case, the management of the firm uses the technique of NPV to identify the effectiveness and viability of that, project, and it is also predominately used by the investors and stakeholders connected to the firm. 
Abuseif and Gou (2018) suggest that companies do not consider the PBP technique to ascertain the viability and profitability of the investment. Further, the recovery time does not use the TVM and only tells the period in which the company has regenerated or recouped the amount of initial investment in the coming years. Moreover, to overcome the shortcomings of the other project assessment methods, the entities have used IRR and NPV to judge the likelihood of the investment or project earning profits and revenue over the years. Subsequently, the technique of IRR also has some issues and hindrances that affect profitability, so this would be the main reason why the firms preferred the method NPV to ascertain the plan's potential and investment over the period. 
The use of the non -discounting method by the decision-makers
As recommended by Shrotriya (2018), the non-discounting method is used by various business enterprises to ascertain the potential of the project to earn a profit over the years. As per Mollah et al. (2023), further, the primary motive of the firms in using these techniques as they do not use the TVM and are easy to calculate. According to Siziba and Hall (2021), it also assists the firm in quick and fast decision-making regarding the investment or project. Apart from that, in some of the projects, some of the project's discounting factor is not given or provided, and, in that case, it is complex for the firm to decide the viability of the project without the discounting factor it saves time and effort and also facilitates quick decision making. 
As mentioned by Kengatharan and Nurullah (2018), the non-discounting techniques are primarily used and implemented by small and marginal business enterprises to ascertain the viability of the projects. Further, non-discounting methods that are prominent are payback period and ARR which the higher authorities of the firm have widely used over the years. As discussed by Oloke et al. (2022), the cash flows earned in the future are to be considered as same as the current value of that project or investment for the firm. Apart from that, the primary aim behind using the PBP technique is to determine the liquidity position of the firm and the level of risk connected to that specified project or investment. 
Other factors that the firm should recognise before an investment decision is made
As per La Torre et al. (2020), the management of the enterprise has to consider various factors while selecting any project or investment. Further, it includes both economic and non-economic decisions that influence the viability of the chosen project in the future. As Zahera and Bansal (2018) recommended, the primary factor affecting the selection decision is government policies, which include tax rebates and additional allowances offered by the development authorities to the projects for their long-term sustainability in the future. The influence of these factors is either direct or indirect on it in the future. 
As informed by Thuy et al. (2019), in addition, several microeconomic factors that affect the project selection are the prevailing rate of interest and changes in the monetary and fiscal policies of the government and the nation's central bank. Further, the economy's current condition, either in recession or boom, has significantly influenced the cost of manufacturing in the coming years. 
As per Joghee et al. (2020), the project timeline or deadline also directly impacts the investment selection over the years. Further, some projects and investments required extra time to complete them within the prescribed time limit. Moreover, because of the increase in the time limit, the charge of the investment will also increase in the future, significantly influencing the group's overall profitability. As recommended by Roy Chowdhury et al. (2019), further, the fiscal productivity of the entity also impacts the selection of the investment or project as it is directly connected to the enterprise's profitability over the years.
Optimal Investment Policy
As suggested by Arratia-Martinez et al. (2021), the selection of the optimal policy of investment is carried out on the following assumptions that are stated below. The total fund of £ 2,500,000 will be distributed among the different projects to maximize the NPV in the future. 
For determining the proportion of the funds, firstly, the ratio of NPV to cost has been determined, and based on the result; the plans are hierarchical based on the results of this ratio. After that, the funds are allocated to them based on their ranks, and at the end, the final NPV would be determined by adding the NPVs of the projects funded by the available capital. 
The required calculation has been demonstrated in the below table – 
Investment 	Initial Cost (£) 	NPV (£)	NPV to cost ratio 
A	660,000	2072892.953	3.14
B	1,000,000	1301418.633	1.30
C	1,700,000	1315807.908	0.77

Table 1 – Determination of NPV to cost ratio
The above table demonstrates the NPV to cost ratio, and the ranks of the investments are Investment A > Investment B > Investment C. Hence, the available funds are allocated in the desired manner. 
The allocation of the funds has been suggested below – 
Investment A funds fully = £ 660,000
Investment B funds fully = £ 1000,000
The remaining funds would be £ 2,500,000- (£ 660,000+ £ 1,000,000)= £ 840,000
Therefore, the investment C gets £840,000 in the proportion of the yielding contribution of its NPV = 840,000/1,700,000 * 1,315,807.90 = £650,163.90
So, the final NPV of the divisible projects would be = 2,072,892.95 + 1,301,418.63 + 650,163.90 = £ 4,024,475.48
Recommendation
Based on the above findings, some suitable recommendations have been suggested to the management of the firm for enhancing its profitability in the future – 
It is recommended to the firm that out of the available option of the investment the management of the firm has chosen the investment option (c) as it helps them increase its profitability in the coming years. 
The higher authorities of the entity also consider the non-financial factors while selecting the project and investment such as the monetary and fiscal policy of the government. Further, some of the microeconomic factors such as the rate of interest inflation level. 
Further, the firm also calculates other methods and techniques of capital appraisal, such as payback period, IRR, and ARR, apart from the NPV to assess only the viability of the investment. However, the final decision is made based on the results of the NPV. 




Conclusion
The above pages of the report demonstrate the description of the various methods of capital appraisal. Further, it described techniques like NPV, IRR, and ARR. Moreover, it also states the method of the payback period. It also calculated the NPV of the available option of the investment in front of the firm's management. The results of the NPV suggested that all the investments had a positive present value over the four years. Still, the current value of investment (c) was higher among all the options explored by the higher authorities of the furniture manufacturing group. Simultaneously, it also computed the IRR of the chosen plan, and it was found that the selected investment had provided a 32 percent return to the entity over four years. However, it was recommended to the entity that the final selection decision be made based on the results of the NPV. 
In addition, for expansion, the firm's authorities might explore some of the prominent avenues of finance, just as using equity finance and taking credit from the financial institution. Further, equity finance is cheaper and does not put extra pressure on the firm for regular payments, while it has some drawbacks, such as increasing opportunity cost and the large chunks of funds being blocked in one place. On the other hand, acquiring credit from the banks has increased monetary pressure on the firm and requires regular repayments. Moreover, it also has some benefits, such as providing large funds and varied opportunities to the entity's management. Hence, it was suggested to the higher authorities of Greenacres Plc to rely more on equity funds for further expansion as it assists them in attaining higher profitability in the coming years.
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[bookmark: _Toc187066104]NPV

	NPV of plan A 

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	
	1.000
	660000.000

	1
	300.000
	0.943
	283018.868

	2
	400.000
	0.890
	355998.576

	3
	450.000
	0.840
	377828.677

	4
	500.000
	0.792
	396046.832

	 
	 
	 
	 

	Net Present Value 
	2072892.953


Table 2 – NPV of Investment A


	NPV of plan B

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	-1.000.000
	1.000
	-1000000.000

	1
	500.000
	0.943
	471698.113

	2
	550.000
	0.890
	489498.042

	3
	700.000
	0.840
	587733.498

	4
	950.000
	0.792
	752488.980

	 
	 
	 
	 

	Net Present Value 
	1301418.633


Table 3 - NPV of Investment B


	NPV of plan C

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	-1.700.000
	1.000
	-1700000.000

	1
	500.000
	0.943
	471698.113

	2
	800.000
	0.890
	711997.152

	3
	1.050.000
	0.840
	881600.247

	4
	1.200.000
	0.792
	950512.396

	 
	 
	 
	 

	Net Present Value 
	1315807.908


Table 4 - NPV of Investment C
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	IRR of plan C

	Period 
	Cashflows (£)

	Initial Investment 
	-1,700,000

	1
	500,000

	2
	800,000

	3
	1,050,000

	4
	1,200,000

	 
	 

	IRR
	32%


Table 5 - IRR of the chosen investment

	Investment 
	Initial Cost (£) 
	NPV (£)
	NPV to cost ratio 

	A
	660,000
	2072892.953
	3.14

	B
	1,000,000
	1301418.633
	1.30

	C
	1,700,000
	1315807.908
	0.77



	
	
	
	

	
	
	
	

	Net Present Value of the investment A 

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	
	1.000
	660000.000

	1
	300,000
	0.943
	283018.868

	2
	400,000
	0.890
	355998.576

	3
	450,000
	0.840
	377828.677

	4
	500,000
	0.792
	396046.832

	 
	 
	 
	 

	Net Present Value 
	2072892.953

	
	
	
	

	
	
	
	

	Net Present Value of the investment B

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	-1,000,000
	1.000
	-1000000.000

	1
	500,000
	0.943
	471698.113

	2
	550,000
	0.890
	489498.042

	3
	700,000
	0.840
	587733.498

	4
	950,000
	0.792
	752488.980

	 
	 
	 
	 

	Net Present Value 
	1301418.633

	
	
	
	

	
	
	
	

	Net Present Value of the investment C

	Period 
	Cashflows (£)
	Rate of Discounting 
	Present Value (£)

	0
	-1,700,000
	1.000
	-1700000.000

	1
	500,000
	0.943
	471698.113

	2
	800,000
	0.890
	711997.152

	3
	1,050,000
	0.840
	881600.247

	4
	1,200,000
	0.792
	950512.396

	 
	 
	 
	 

	Net Present Value 
	1315807.908



	IRR of investment A 

	Period 
	Cashflows (£)

	Initial Investment 
	-660,000

	1
	300,000

	2
	400,000

	3
	450,000

	4
	500,000

	 
	 

	IRR
	45%



	IRR of investment B

	Period 
	Cashflows (£)

	Initial Investment 
	-1,000,000

	1
	500,000

	2
	550,000

	3
	700,000

	4
	950,000

	 
	 

	IRR
	48%



	IRR of investment C

	Period 
	Cashflows (£)

	Initial Investment 
	-1,700,000

	1
	500,000

	2
	800,000

	3
	1,050,000

	4
	1,200,000

	 
	 

	IRR
	32%



Profitability Ratios

Gross Profit Margin	
2023	2022	0.81951932941869854	0.72061509323352479	Net Profit Margin	
2023	2022	0.13012158651852168	7.4248607697684391E-2	Year


Margin




Liquidity Ratios
Current Ratio	2023	2022	0.82031301159059711	0.85927813486479343	Quick Ratio	2023	2022	0.64272149826468605	0.68056136614307994	Year
Ratio (Times)
Debt to Equity Ratio
Debt to Equity Ratio	2023	2022	1.5818056477557059	1.6035673808624318	Interest Coverage Ratio
Interest coverage ratio	2023	2022	5.038745387453881	2.7912332838038627	Efficiency Ratios
ITR (Times)	2023	2022	1.6335078534031413	1.8112848998684399	ART (Times)	2023	2022	4.0456572614474275	4.3988098189933051	Investor Ratios
DPS	2023	2022	2.8967075532601667	2.8972868217054262	EPS	2023	2022	3.84	2.12	2
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Particulars

$m $m

Gross Profit Margin

Formula = (Gross Profit/ Total Revenue)x 100

Gross Profit 37503 31960
Total Revenue 45811 44351
Margin (%) 81.95% 72.06%

Net Profit Margin

Formula = (Net Profit/ Total Revenue)x 100

Net Profit 5961 3293
Total Revenue 45811 44351
Margin (%) 13.01% 7.42%
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Particulars 2023 2022
$m $m
Current Ratio
Formula = (Current Assets/Current Liabi
Current Assets 25054 22593
Current Liabilties 30542 26293
Ratio (Times) 082 0.86
Quick Ratio
Formula = (Quick Assets/ Current Lial
Quick Assets 17894
Current Liabilties 26293
Ratio (Times) 0.68
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Particulars 2023 2022

$m $m

Debt to Equity Ratio
Formula = (Total Debt/ Total Equity)

Total Debt 61953 59425

Total Equity 39166 37058
Ratio (%) 158.18% 160.36%

Interest coverage ratio
Formula = (EBIT/Total Interest)

eBiT 8193 3757

Total Interest 1626 1346

Ratio (Times) 5.0 279
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Particulars 2023 2022
$m $m
Inventory Turnover Ratio
Formula = (Cost of Sales/ Average Inventory)
Costof sales 8268.0 12391.0
Average Inventory 50615 6841.0
TR (Times) 163 181
Accounts receivable Turnover Ratio
Formula = (Sales/ Average Accounts receivables)
sales 45811.0 443510
Average accounts receivables 113235 10082.5
ART (Times) 205 240
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Particulars 2023
$
Dividend per share
Formula = (Dividend paid/ Number of shares)

Dividend paid 4487 4485
Numberof shares 1545 1548
DPS 290 290

Earnings per share
Eps 3.84 212





image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





image2.png




