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[bookmark: _Toc175148028]1. Part A: Company Overview 
Background of the company: Glencore plc is a Swiss global natural resource company operating in commodity trading and mining industry. This company was established in 1947 by Mare Rich and its main office is in Baar, Switzerland (Glencore 2024). As this company was founded in 1974, and the title of the company is Marc Rich + Co AG and after that it has undergone many name changes and acquisitions. The biggest change had happened in 1994 when the business changed its name to Glencore International. But after combining with Xstrata in 2013, the firm has become one of the largest and most diverse global natural resource corporations (Glencore Plc, 2024b).
Business model of Glencore plc
[image: ]
Figure 1: Business Model of Glencore PLC
(Source: Glencore Plc, 2024a)
Glencore Plc is geographically, productively, and strategically diversified across global commodity production and marketing. Its market business and industrial integration set it apart from its peers in creating a unique culture and generating value. Its purpose is to responsibly source the commodities that advance everyday life. Also, this company aims to generate not only profit but also wants to make a positive contribution to society in a manner that is responsible, transparent, and respectful (Glencore Plc, 2024a).
Market Place and Competitors 
In 2023, the company has approx. $200 billion in revenue and a market value of over $70 billion. Glencore is a significant player in the global commodities market because to its significant holdings in the mining, oil and gas, and agricultural industries. The company works in more than 50 countries and has over 150,000 employees globally (Mining Technology, 2024). Major competitors of Glencore Plc in the mining industry, are prominent companies such as Anglo American Plc, BHP Billiton Group, Dowa Holdings, Rio Tinto, Cargill, Noble Group, Teck Resources, and Vale. Similarly, in the trading industry Koch Industries, Vitol, and Trafigura are rivals. With their significant market share and diverse portfolios, these companies pose a serious threat to Glencore's dominance in the global commodities market (Market Beat, 2024).
Analysis of major events over the past five years
2019: Glencore had a difficult year in 2019 as rising regulatory pressure and declining commodity prices significantly impacted company earnings. The retirement of its longtime CEO, Ivan Glasenberg, represented the end of an era for the company and was one of the major events (Bloomberg, 2019). 
2020: 2020 had a significant impact from the epidemic on the world economy, and Glencore was not an exception to the relatively lower level of activity. Nevertheless, the corporation profited greatly from the ensuing spike in demand for certain commodities as economies started to gradually recover (Glencore Plc, 2021). 
2021: For Glencore, 2021 was another strong year for shaping its ESG credentials. The Company set very ambitious targets for reduction in carbon emissions and increasing social impact. Glencore completed the sale of its agricultural business, marking a strategic shift away from farming (Glencore Plc, 2022).
2022: Operations in the Democratic Republic of the Congo are under closer examination due to allegations of corruption and human rights breaches, which presents significant legal and reputational concerns (Thomas, 2022). 
2023: Glencore was still having trouble transitioning to a low-carbon economy. The company declared its intention to invest billions of dollars in renewable energy projects, demonstrating its dedication to sustainability. However, the volatility of the commodities markets, which was made worse by ongoing geopolitical instability and economic concerns, had an effect on Glencore's performance (London Stock Exchange, 2022).


[bookmark: _Toc175148029]2. Part B
[bookmark: _Toc175148030]2.1. Ratio Calculation
[bookmark: _Toc175148031]2.1.1. Profitability Ratio
Formula for Net Profit Ratio = (Net Profit/Sales) * 100
All financial data has been taken form the annual reports of the company. 
	Amount in US $ million

	Year
	Net Profit
	Revenue
	Calculation
	Value

	2018
	2616
	219754
	= (2616 / 219754) x 100
	1.19%

	2019
	-1506
	215111
	= (-1506 / 215111) x 100
	-0.70%

	2020
	3946
	142338
	= (3946 / 142338) x 100
	2.77%

	2021
	4349
	203751
	= (4349 / 203751) x 100
	2.13%

	2022
	16511
	255984
	= (16511 / 255984) x 100
	6.45%


[bookmark: _Toc164854220]Table No. 1
[bookmark: _Toc175148032]2.1.2. Liquidity Ratios
Formula for Current Ratio = Current Assets / Current Liabilities
	Amount in US $ million

	Year
	Current Assets
	Current Liabilities
	Calculation
	Value

	2018
	44268
	40372
	= 44268 / 40372
	1.10

	2019
	41410
	39008
	= 41410 / 39008
	1.06

	2020
	43212
	39441
	= 43212 / 39441
	1.10

	2021
	57776
	49459
	= 57776 / 49459
	1.17

	2022
	69223
	53420
	= 69223 / 53420
	1.30


Table No. 2
[bookmark: _Toc175148033]2.1.3. Gearing Ratio
Formula for Debt-Equity Ratio = Debt/Equity
	Amount in US $ million

	Year
	Debt
	Equity 
	Calculation 
	Value

	2018
	       26,424 
	         45,383 
	26,424 / 45,383
	0.582

	2019
	       17,556 
	         39,236 
	17,556 / 39,236
	0.447

	2020
	       14,710 
	         34,402 
	14,710 / 34,402
	0.428

	2021
	         6,000 
	         36,917 
	6,000 / 36,917
	0.163

	2022
	         100
	         45,219 
	100 / 45,219
	0.002


Table No. 3
[bookmark: _Toc175148034]2.1.4. Efficiency Ratio
Formula for Inventory Turnover Ratio = (Inventory/Cost of Sales) X 100
	Amount in US $ million

	Year
	Inventory
	Cost of Sales
	Calculation
	Value

	2018
	353
	210,698
	353/210,698
	0.612

	2019
	575
	210,434
	575/210,434
	0.997

	2020
	678
	138,640
	678/138,640
	1.785

	2021
	662
	191,370
	662/191,370
	1.263

	2022
	605
	228,723
	605/228,723
	0.965


Table No. 4
[bookmark: _Toc175148035]2.2. Ratio Analysis
[bookmark: _Toc175148036]2.2.1. Net Profit Margin
Profitability ratios are indicators of profitability that reveal a company's ability to produce money. They can also show how effectively a business controls its financial assets and returns to stockholders' equity (Pratiwi and Noveria, 2023).

Figure 2: Profitability Ratio Analysis of Glencore Plc (from 2018 to 2022)
The above given chart shows the net profit ratio of Glencore Plc from the financial year 2018 to 2022. As it is seen that net profit ratio of this company is 1.19% in 2018, -0.70% in 2019, 2.77% in 2020, 2.13% in 2021 and 6.45% in 2022. These ratio numbers show a significant fluctuation in net profit during this time period of 5 years. This can be seen (in Table No.1) that the net profit ratio of this company is 1.19% in 2018 which has decreased by -0.70% in 2019. As this drastic decline in this ratio is due to the grate loss of $-1506 million faced by the company in 2019. It is seen that the revenue of this company has no drastic decline whereas the net profit $2616 million in 2018 of this company turns into a loss of $-1506 million in 2019 (Glencore Plc, 2022). This data shows that this year the company has extreme high expenses and costs so that this company is unable to gain profit. 
However, in the fiscal year of 2020, the net profit ratio of this company has improved by 2.77% as the net profit ratio of this company has increased by $3946 million but the revenue has been decreased significantly during this time period (Glencore Plc, 2022). The figure of net profit shows that in this year the company implemented effective cost-cutting strategies to make income through its operations and sales after successfully managing its expenses (Tannady, et al., 2023). In the financial year 2021, it is seen that the net profit ratio of this company has been declined slightly by 2.13% due to the increase in revenue by $203751 million and net profit by $4349 million of the company. It is determined that this company has implemented effective strategies to boost its sales and to manage its expenditures and costs to generate more profit (Oktavian and Handoyo, 2023). In the fiscal year of 2022, it is seen that this company has successfully employed some effective and productive strategies to make more profit and to minimize its expenses and other costs. As the net profit ratio is higher in this year as compared to the other years, the net profit ratio is increased by 6.45% due to a significant increment in revenue by $255984 million and net profit by $16511 million (Glencore Plc, 2022). 
[bookmark: _Toc164854225][bookmark: _Toc175148037]2.2.2. Current Ratio
Liquidity ratios are indicators of financial health that assist determine a company's ability to pay its current debt commitments. They assist investors and lenders whether or not they should lend money or invest in a company (Hidayat and Dewi, 2023).

Figure 3: Current Ratio Analysis of Glencore Plc (from 2018 to 2022)
The above given table graph represents the current ratio of Glencore Plc from 2018 to 2022. As the graph shows that the current ratio of this company is 1.10 in 2018, 1.06 in 2019, 1.10 in 2020, 1.17 in 2021 and 1.30 in 2022. As there are not a significant fluctuation in the current ratio of the company. As it can be seen that in 2018 this ratio is 1.10 which shows that this company has $1.10 to pay its $1 debt. This data shows that this company has enough liquid resource to fulfil its immediate debt obligations (Glencore Plc, 2022). However, this ratio has a slight decline in 2019 when it is 1.06 due to a significant decrease in current assets’ value as it has decreased by $41410 million from $44268 million and a slight decrease in current liabilities by $39008 million from $40372 million (in Table No. 2). This decline in current assets shows that it can be possible that in this year the value of some assets is depreciated or this company is not able to use its current assets effectively to make income (Aslamiah, et al., 2023).
However, in 2020, the current ratio of this company has improved by 1.10 as it is seen that this year the company is able to improve the value of its assets as the assets value have been increased by $43212 million from $41410 million. Whereas, the overall value of the current liabilities has a slight increment by $39441 million as compared to the previous year when it was $39008 million (Glencore Plc, 2022). This improvement in current ratio shows that this company has used some effective financial strategies to use its resources effectively to fulfil its short-term debt obligations (Chairunisa, et al., 2023). The outcomes of the fiscal year 2022 show that due to the successful implementation of effective strategies this company is able to gain a higher current ratio in 2022 as the ratio is improved by 1.30 as in this year the total assets’ value has increased significantly by $69223 million whereas current liabilities also increased by $53420 million but this company has more current resources as compared to the total current liabilities which shows that this company is able to meet its short-term debt obligations effectively (Glencore Plc, 2022). 
[bookmark: _Toc175148038]2.2.3. Debt-Equity Ratio
A financial measure called the debt-to-equity ratio (D/E ratio) compares the entire amount of debt held by a corporation to its total amount of equity (Rahmawati and Hadian, 2022). 

Figure 4: Gearing Ratio Analysis of Glencore Plc (from 2018 to 2022)
The above given chart shows the 5 years trend of gearing ratio of Glencore Plc from 2018 to 2022. As to analyse the gearing ratio, debt-to-equity ratio is determined important as it shows the overall proportion of debts and equity status of a company (Colline, 2022). As the above given graph shows that the D/E ratio of this company is 0.58 in 2018, 0.45 in 2019, 0.43 in 2020, 0.16 in 2021 and 0.00 in 2022. It can be seen that the D/E ratio is declining over this time period as it is 0.58 in 2018 and reach at 0.00 in 2022. This data shows that this company has more reliance on its own equity funds which is a good sign as it shows that this company has decreased it overall long-term debt in these years (Glencore Plc, 2022). As it is seen that in 2018 the total equity of this company is $45,383 million which is much higher than its total debt value in 2018 as it has $26,424 million debt in 2018. As it can be seen (in Table No. 3) that the equity level has decreased in 2019 by $39,236 million and the debt has declined by $17,556 million and that is the reason the D/E ratio declined by 0.45 in 2019. 
Similarly, in 2020, the equity level has declined by $34,402 million and the debt has declined by $14,710 million and due to this the D/E ratio declined by 0.43 in 2020 (Glencore Plc, 2022). Furthermore, in 2021, the equity level has improved by $36,917 million whereas the debt has declined by $6000 million and due to this reason, the D/E ratio declined by 0.16 in 2021. The equity of this company has improved significantly in 2022 by $45,219 million whereas the debt level of this company has decreased by $100 million which leads to the D/E ratio of 0.002 in 2022 (Glencore Plc, 2022). As this trend shows that the financial condition of this company is strong as it has more equity as compared to the overall long-term debt which reduce some potential financial risks for this company as this company has implemented effective risk management strategies which has improve and strengthened its financial stability (Tarsono, 2021). 
[bookmark: _Toc175148039]2.2.4. Inventory Turnover Ratio
By contrasting the average inventory level with the cost of goods sold (COGS), the inventory turnover ratio evaluates how well a business maintains its stock (Rahayu and Ilham, 2023).

Figure 5: Efficiency Ratio Analysis of Glencore Plc, from (2018 to 2022)
The above given graph shows the trend of inventory turnover ratio of Glencore Plc from 2018 to 2022. As it is seen that the inventory turnover of this company is 0.61 days in 2018, 0.99 days in 2019, 1.78 in 2020, 1.26 in 2021 and 0.96 in 2022. As this trend of inventory turnover shows that this company is able to use effectively its stock in these years as it is seen that this company is able to sell or restock its inventory within 1 day in 2018 (Glencore Plc, 2022). Additionally, it is determined that this company is able to sell its inventory in 1 days in 2019 also. Although, this has increased slightly in 2020 by 1.78 days but is shows the capability of this company to sell its stock to make revenue effectively (Glencore Plc, 2022). Similarly, the similar trend has been noticed in the next years 2021 and 2022. The inventory turnover rate has improved to 1.263 days, indicating a potential recovery in the firm towards effective inventory control by 2021. This enhanced feature has indicated that Glencore is able to lower the amount of time inventory had been kept on hand, simplify processes, and maybe take advantage of a better market. As a result, the cost of sales increased to $191,370 million (Glencore Plc, 2022). 
The inventory turnover is 1.26 days in 2021 which has decreased in 2022 by 0.96 days which suggesting that the corporation is converting its inventory into sales more quickly than it has in the previous two years. In a high-demand market, excellent inventory management and sales success are demonstrated by the $228,723 million increase in cost of sales, which is accompanied by a decrease in inventory days (Glencore Plc, 2022). This trend of inventory turnover represents the overall status of the company’s capability to sell and use its inventory effectively to boost sales and to increase income. This low turnover actually suggests that the company has managing its inventory well, which most likely resulted in lower holding costs and a lower risk of expiration (Siregar and Harahap, 2021).
[bookmark: _Toc175148040]2.3. Competitor Analysis
Anglo-American Plc has been selected to compare the financial ratios of Glencore Plc as it helps in identifying if Glencore Plc is performing well in its industry.
[bookmark: _Toc175148041]2.3.1 Net Profit Ratio

Figure 6: Comparison of Net Profit Ratio
This chart shows the net profit ratio of Glencore Plc and Anglo-American Plc and it is determined that the net profit ratio of Anglo-American Plc is 12.85% in 2018, 11.87% in 2019, 8.21% in 2020, 20.60% in 2021 and 12.85% in 2022. Whereas, net profit ratio of Glencore Plc is 1.19% in 2018, -0.70% in 2019, 2.77% in 2020, 2.13% in 2021 and 6.45% in 2022 (Glencore Plc, 2022). As it is seen that during these time period the net profit ratio of Anglo-American Plc is higher as compared to the Glencore Plc. This data shows that the Anglo-American Plc is performing well in this industry as it has implemented more effective strategies to manage its expenses and costs. Additionally, this company is able to make sufficient income through its operations and sales (Anglo American, 2022). 
[bookmark: _Toc175148042]2.3.2 Current Ratio

Figure 7: Comparison of Current Ratio
The current ratio of both companies is represented by the above given chart. As it is seen that the current ratio of Glencore Plc is 1.10 in 2018, 1.06 in 2019, 1.10 in 2020, 1.17 in 2021 and 1.30 in 2022 (Glencore Plc, 2022). Whereas, the current ratio of Anglo-American Plc is 1.95 in 2018, 1.85 in 2019, 1.93 in 2020, 1.78 in 2021 and 1.89 in 2022. As it is determined that both companies have sufficient current resources to meet its short-term liabilities but after comparing the value of both companies, it is found out, that Anglo American Plc is performing well and has a strong financial status in the industry as the current ratio of this company is higher than Glencore Plc (Anglo American, 2022). 
[bookmark: _Toc175148043]2.3.3 Inventory Turnover Ratio

Figure 8: Comparison of Efficiency Ratio
As the inventory turnover ratio of both companies is represented by the above given chart. As it is seen that the inventory turnover ratio of Glencore Plc is 10.28 in 2018, 10.55 in 2019, 6.07 in 2020, 6.73 in 2021 and 6.82 in 2022 (Glencore Plc, 2022). Whereas, the inventory turnover ratio of Anglo-American Plc is 4.82 in 2018, 5.48 in 2019, 3.32 in 2020, 4.58 in 2021 and 3.92 in 2022. As this inventory turnover ratio of both companies shows both companies are able to use their inventory stock to boost sales and can make income but as comparing this ratio of both companies it is determined that Glencore Plc has the ability to sell its inventory more frequently and, in less time, as compared to the inventory turnover ratio of Anglo-American Plc (Anglo American Plc, 2022).
[bookmark: _Toc175148044]2.3.4 Debt-to-Equity Ratio

Figure 9: Comparison of Gearing Ratio
The D/E ratio of Glencore Plc is 0.58 in 2018, 0.45 in 2019, 0.43 in 2020, 0.16 in 2021 and 0.00 in 2022. As this ratio shows that the financial condition of this company is strong as it has more equity as compared to the overall long-term debt which reduce some potential financial risks for this company. Whereas the D/E ratio of Anglo-American Plc is 0.30 in 2018, 0.34 in 2019, 0.41 in 2020, 0.37 in 2021 and 0.42 in 2022. Which shows that the financial condition of this company is also strong as it rely on equity as compared to the debt, but in comparison of Glencore Plc, Anglo-American Plc has higher D/E ratio which shows that this company has more debt as compared to Glencore Plc.
Overall, it can be determined that Anglo-American Plc is performing well and has a strong financial position as compared to Glencore Plc.
[bookmark: _Toc175148045]2.4. Recommendations
Based on the analysis of the ratio statistics for Glencore Plc from 2018 to 2022, some recommendations have been provided to enhance the company's financial performance and position:
Improve Profitability Management Process: It is imperative that Glencore's financial performance be stabilised and enhanced. To do this, it may be necessary to closely monitor expenses, improve operational efficiency, and look into potential new revenue streams. By identifying and addressing factors that contribute to fluctuations in profitability, such as unstable commodity prices or ineffective procedures, Glencore may try to produce more consistent and long-lasting earnings (Toumeh, et al., 2023).
Enhance Risk Management: Glencore should prioritise strengthening its risk management protocols to enhance risk management, taking into account variations in profitability and liquidity metrics. In order to mitigate the impact of fluctuations in commodity prices, comprehensive risk assessments must be carried out, effective hedging strategies must be implemented, and adequate financial reserves must be maintained to withstand any market disruptions or downturns (Ilham, et al., 2023).
Optimize Capital Structure: Working capital management may be improved much further by Glencore. By reducing the time, it takes to collect accounts receivable, streamlining inventory management processes to reduce carrying costs, and negotiating favourable terms for supplier payments, cash conversion cycles can be reduced (Gerged, et al., 2023). Glencore may increase its ability to meet short-term obligations and seize growth possibilities by effectively managing its working capital. To attain a balanced capital structure and lower financial risk, the company should concentrate on improving the management of its debt-to-equity ratio (Cevikcan and Kose, 2021). In order to resolve this, the business needs to carefully examine its debt commitments, interest rates, and payback plans. In order to provide sufficient finance for upcoming expansion projects while preserving financial stability, the company should also assess its equity financing options (Odhiambo, et al., 2022).
Inventory Management Practices: To maximise inventory turnover and boost operational efficiency, the business should concentrate on improving its inventory management procedures. There is opportunity for improvement, especially in maintaining a constant turnover rate, even though the inventory turnover ratio fluctuated over time, reflecting shifts in sales performance and inventory management (Kehinde Busola, et al., 2020). This can be accomplished by the business putting in place sophisticated inventory tracking systems to precisely measure lead times, demand trends, and stock levels. In order to cut lead times and lower the possibility of excess inventory or stockouts, the business should also optimise its supply chain procedures (Orobia, et al., 2020).


[bookmark: _Toc175148046]3. Part C: Investment Appraisal of Projects
[bookmark: _Toc175148047]3.1 Computation and evaluation of NPV, PBP and ARR
[bookmark: _Toc175148048]3.1.1 Net Present Value (NPV)
NPV is the value that compares cost of investment with present value of all future cash flows. This is one of the most important investment appraisal methods to decide for project selection (Michelon et al, 2020).
	NPV computation for project A

	Year
	initial investment (£m)
	Inflow (£m)
	PV factor @0.75%
	Present value (£m)

	0
	(5,000.00)
	-
	1.000
	(5,000.00)

	1
	
	2,500.00
	0.993
	2,481.39

	2
	
	2,000.00
	0.985
	1,970.33

	3
	
	1,000.00
	0.978
	977.83

	4
	
	(442.00)
	0.971
	(428.98)

	
	
	NPV
	0.57

	NPV computation for project B

	Year
	Initial investment (£m)
	Inflow (£m)
	PV factor @0.75%
	Present value (£m)

	0
	(1,000.00)
	-
	1.000
	(1,000.00)

	1
	
	1,500.00
	0.993
	1,488.83

	2
	
	1,000.00
	0.985
	985.17

	3
	
	1,000.00
	0.978
	977.83

	4
	
	(470.00)
	0.971
	(456.16)

	
	
	NPV
	1,995.67



From the computation above, it can be seen that NPV is higher for project B at £1,995.67 million as compared to project A and thus, project B should be considered for investment opportunity for its feasibility to generate more cash for the company.
[bookmark: _Toc175148049]3.1.2 Payback Period (PBP)
PBP is another determinant to measure the time period a project takes to cover its investment (Michelon et al, 2020).
Formula of PBP	=	Year before the positive cumulative cash flow + (cumulative cash	flow before the payback year/ cash inflow of the payback year)
	Payback Period computation

	Project A
	Project B

	Year
	initial cost
	Inflow
	Cumulative cash flow
	initial cost
	Inflow
	Cumulative
cashflow

	0
	(5,000.00)
	-
	(5,000.00)
	(1,000.00)
	-
	(1,000.00)

	1
	
	2,500.00
	(2,500.00)
	
	1,500.00
	500.00

	2
	
	2,000.00
	(500.00)
	
	1,000.00
	

	3
	
	1,000.00
	500.00
	
	1,000.00
	

	4
	
	(442.00)
	
	
	(470.00)
	

	
	
	PBP
(years)
	2.50
	
	PBP
(years)
	0.67



From the computation of PBP of both projects it is seen that project B should be accepted as company can recover its invested income within a year as the PBP of project B is 0.67 year whereas the project A has higher PBP as compared to project B.
[bookmark: _Toc175148050]3.1.3 Accounting Rate of Return (ARR)
ARR is another important investment appraisal method that compares average net income with the investment amount to understand what percentage of investment a project is generating as income (Keršytė, 2011).
ARR formula	=	(Net income/ useful life) / Investment cost
It is assumed that the project A has net income £500m whereas project B has net income £1000m.
Now average net income 
Project A	=	500/4	=	125m
Project B	=	1000/4	=	250m
ARR project A	=	125/5000	=	2.5%
ARR project B		=	250/1000	=	25%
Thus, it can be seen that project B has higher ARR (25%) as compared to the project A which has 2.5% ARR. As it is seen that project B is suitable for the company’s investment choice. 
On the basis of all three methods project B has greater potentials to generate income in less time so, project B should be accepted. 	
[bookmark: _Toc175148051]3.2 Computation of NPV and PBP when investment increase and inflow decrease 
In this scenario, the company is seeking to increase investments by 10% in both projects individually. This decision to increase investment can be driven by growth potential and market trend for developing solutions to meet sustainable development objectives and ensure sustainability (Michelon et al, 2020). Now, it has been assumed that Glencore has decided to increase investments into both projects by 10% however cash inflow will decline by 10%.  This change will have significant impact on NPV and PBP of both projects and thus it becomes important to reevaluate NPV and PBP. 
NPV when investment rise by 10% and cash flow declines by 10%
Project A
	NPV computation for project A

	Year
	initial cost
	Inflow
	PV factor @0.75%
	Present value

	0
	(5,500.00)
	-
	1.000
	(5,500.00)

	1
	
	2,250.00
	0.993
	2,233.25

	2
	
	1,800.00
	0.985
	1,773.30

	3
	
	900.00
	0.978
	880.05

	4
	
	(397.80)
	0.971
	(386.09)

	
	
	NPV
	(999.49)



It is seen that increase in investment cost and decrease in cash inflow will make project A’s NPV negative which presents value of all future cash inflow will be less than the initial investment. It is a loss-making scenario having no potential to generate cash from the project. 
Project B 
	NPV computation for project B 

	Year
	initial cost
	Inflow
	PV factor @0.75%
	Present value

	0
	  (1,100.00)
	                -   
	                                              1.000 
	        (1,100.00)

	1
	 
	      1,350.00 
	                                              0.993 
	         1,339.95 

	2
	 
	         900.00 
	                                              0.985 
	            886.65 

	3
	 
	         900.00 
	                                              0.978 
	            880.05 

	4
	 
	       (423.00)
	                                              0.971 
	           (410.54)

	 
	 
	 NPV 
	         1,596.11 



Considering the same scenario of 10% increase in investment and 10% decrease in cash inflows, it can be seen that NPV of project B decreases from its previous level as computed in point 1 of this part. NPV for the project B still positive (£1,596.11 million). Despite decrease in cash inflows and increase in investment, NPV for Project B is positive that makes it a potential project to be considered for investment.
PBP when investment rise by 10% and cash flow declines by 10%
Project A
	Payback Period computation  

	Project A

	 Year 
	 initial cost 
	 Inflow 
	 Cumulative cash flow 

	0
	  (5,500.00)
	                -   
	                  (5,500.00)

	1
	 
	      2,250.00 
	                  (3,250.00)

	2
	 
	      1,800.00 
	                  (1,450.00)

	3
	 
	         900.00 
	                     (550.00)

	4
	 
	       (397.80)
	                     (947.80)

	 
	 
	 PBP 
	                              -   


 
Increased initial cost of investment by 10% becomes 5,500 million however decrease in each year’s cash flow by 10% may not make the project A recover its investment amount in the 4 years of life of the project.
Project B
	Payback Period computation  

	 
	 Project B  

	 Year 
	 initial cost 
	 Inflow 
	 Cumulative cash flow 

	0
	  (1,100.00)
	                -   
	                  (1,100.00)

	1
	 
	      1,350.00 
	                      250.00 

	2
	 
	         900.00 
	 

	3
	 
	         900.00 
	 

	4
	 
	       (423.00)
	 

	 
	 
	 PBP 
	                         (0.81)



As computed in table above, it is evident despite increase in initial investment and decrease in cash inflows by 10%, project B is generating higher inflows in the first year than the investment. As a result, PBP for this project becomes 0.81 years which shows its ability to make profit which makes it suitable for the company as the company can recover its fund within 0.81 year. 
Final investment decision 
Comparing both NPV and PBP for project A and B considering the case of 10% increase in investment and 10% decrease in cash inflows, it can be seen that project B is better option with positive NPN and PBP of under 1 year. 
[bookmark: _Toc175148052]3.3. Advantages and shortcomings of the PBP, ARR and NPV technique
PBP
Simplicity in computation is one of the biggest advantages of PBP as it does not include time value of money and thus, can be computed calculating cumulative cashflow. This approach makes it easy to understand and use. In addition, it is easy to understand liquidity of the investment. It also shows how long money is at risk before being returned, which allows for a quick assessment of the risk involved with an investment (Zhang, 2021). The primary disadvantage of the payback period is that it ignores the money's time value. Without being discounted to their present value, all cash flows are handled under the payback period as though they occur at the end of each year. Another disadvantage is the payback period's disregard for any future cash flows. During the payback phase, the project's profitability and return on investment once it breaks even are not considered (Miletic and Latinac, 2020). 
ARR
ARR analysis is one of the easiest ways to evaluate an investment. It does not necessitate complex and substantial computations. Unlike NPV and IRR processes, ARR does not need cash flow accounting. Throughout the project's duration, the ARR strategy covers the whole revenue stream and profitability. It provides an extensive understanding of the profitability of an investment project as a consequence (Keršytė, 2011). ARR considers only profitability when evaluating investments; it does not consider capital flows. The ARR technique completely ignores the time value of money, which states that a sum of money now is worth more than the same amount in the future. Most companies that employ ARR as an evaluation technique use a non-deterministic cutoff point to set project boundaries (Cribben and Zeinali, 2023).
NPV
NPV is an important investment appraisal technique to make informed decision as it includes time value of money and thus remain more effective in producing real comparison of cash inflows with investment amount. It converts all cash flows in present value which becomes easy to compare with initial investment (Michelon et al, 2020). However, it becomes irrelevant when determining feasibility of two or more different sized investment projects. Inaccurate forecasts of future cash inflows are necessary for NPV. The discount rate is the most crucial component of the calculation as it greatly affects NPV. The discount rate establishes the present value of future cash flows. NPV does not factor in the unpredictable cost of capital (Andor et al, 2015). 
[bookmark: _Toc175148053]3.4 Non financial factors 
In addition to financial measures like NPV and PBP, the management needs to determine several non-financial aspects while deciding whether to invest in the project.
Strategic Alignment: The project has to support the firm's long-term strategic goals pertaining to entry into new markets or improving sustainability performance.
Regulatory and Compliance Issues: Management will need to address any impending regulatory changes that may impact project viability or create further operational risk related to compliance requirements (Sospeter and Awuzie, 2024).
Environmental Impact: Environmental sustainability is important for the project, more so in industries where environmental impact has come under criticism. A positive environmental impact of the projects will also improve corporate reputation.
Market and Technological Changes: It is important to consider the possible influence of evolving technology and shifts in demand on the project's capacity to remain profitable or become outdated (Shwiyat, et al., 2024).
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Net Profit Ratio
2018	Glencore Plc	1.1904220173466701E-2	2019	Glencore Plc	-7.0010366740891929E-3	2020	Glencore Plc	2.7722744453343457E-2	2021	Glencore Plc	2.1344680516905447E-2	2022	Glencore Plc	6.4500125007812992E-2	

Current Ratio
2018	Glencore Plc	1.0965025265035184	2019	Glencore Plc	1.0615771123872026	2020	Glencore Plc	1.0956111660454857	2021	Glencore Plc	1.1681594856345661	2022	Glencore Plc	1.2958255335080495	

Gearing Ratio 

2018	Debt-Equity Ratio	0.58224445276865788	2019	Debt-Equity Ratio	0.44744622285656033	2020	Debt-Equity Ratio	0.42759141910354048	2021	Debt-Equity Ratio	0.1625267491941382	2022	Debt-Equity Ratio	2.2114597846038171E-3	


Efficiency Ratio

2018	Inventory Turnover in days	0.61151505946900298	2019	Inventory Turnover in days	0.99734358516209354	2020	Inventory Turnover in days	1.78498268897865	2021	Inventory Turnover in days	1.2626325965407326	2022	Inventory Turnover in days	0.96546914827105268	


Net Profit Ratio

Glencore Plc 	2018	2019	2020	2021	2022	1.1904220173466694E-2	-7.0010366740891911E-3	2.772274445334345E-2	2.134468051690544E-2	6.4500125007812992E-2	Anglo-American Plc	2018	2019	2020	2021	2022	0.1285	0.1187	8.2100000000000006E-2	0.20599999999999999	0.1285	



Current Ratio

Glencore Plc 	2018	2019	2020	2021	2022	1.0965025265035173	1.0615771123872026	1.0956111660454857	1.1681594856345661	1.2958255335080495	Anglo-American Plc	2018	2019	2020	2021	2022	1.95	1.84	1.93	1.78	1.89	



Inventory Turnover Ratio

Glencore Plc 	2018	2019	2020	2021	2022	10.28	10.55	6.07	6.73	6.82	Anglo-American Plc	2018	2019	2020	2021	2022	4.82	5.48	3.32	4.58	3.92	



Debt-to-Equity Ratio

Glencore Plc 	2018	2019	2020	2021	2022	0.58224445276865788	0.44744622285656033	0.42759141910354048	0.1625267491941382	2.2114597846038171E-3	Anglo-American Plc	2018	2019	2020	2021	2022	0.3	0.34	0.41	0.37	0.42	
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