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[bookmark: _Toc216738272]EXECUTIVE SUMMARY
This report explores how financial management information supports business decisions in two related ways. The first part analyses Amazon’s recent financial performance using ratio analysis for 2023 and 2024. The results show that profitability has improved strongly: gross margin, operating margin, net profit margin and ROCE all increased, and earnings per share almost doubled. Liquidity ratios (current and quick) remain low in textbook terms, but are supported by a negative cash conversion cycle and strong operating cash flow, so short-term solvency appears sound. Efficiency ratios confirm very effective working capital management, with slightly lower inventory and receivables days and higher payables days. Gearing has fallen and interest cover has risen sharply, indicating a conservative and resilient capital structure. Overall, Amazon’s financial position is strong with further scopes of improvement. Hence evidences-based recommendations are provided for better performance. The second part evaluates three investment options for Westward plc using discounted cash flow methods. All three projects fond to have positive NPVs with higher NPV, option B is preferred with an estimated IRR of about 32%, well above the cost of capital. Under capital rationing with a £2.5 million limit and divisible projects, the optimal combination is to undertake A and B in full and 56.25% of C, giving a total NPV of about £1.85 million. A balanced mix of retained earnings and medium-term debt is recommended to finance this programme while maintaining a moderate level of financial risk.
1. [bookmark: _Toc216738273]INTRODUCTION
This report explores how financial management information supports business decisions in two related ways. First, it analyses the recent financial performance of Amazon, using ratio analysis based on its 2023 and 2024 consolidated financial statements. By calculating and interpreting key profitability, liquidity, efficiency, gearing and investor ratios, the report assesses how effectively Amazon converts revenue into profit, controls working capital, structures its capital, and creates value for shareholders. The aim is not just describing the numbers but to critically evaluate and understand what those mean for Amazon at present and near future.
Second, the paper analyse different investment decision and select the best fitted one for Westward plc. Using discounted cash flow methods, especially Net Present Value (NPV) and Internal Rate of Return (IRR), the report examines which projects are financially acceptable at a 6% cost of capital. It then applies a capital rationing framework, where available funds are limited, and identifies the combination of projects that gives the highest total NPV.
The report also discusses the advantages and limitations of the investment appraisal methods used and reviews alternative sources of finance for Westward’s chosen investment programme. The conclusion brings together the main findings from both tasks and shows how financial analysis can support directors in making informed and consistent decisions.
[bookmark: _Toc216738274]2. TASK 1: FINANCIAL PERFORMANCE ANALYSIS OF AMAZON
[bookmark: _Toc216738275]2.1 COMPANY OVERVIEW AND FINANCIAL CONTEXT
Amazon is a global technology company operating mainly in e-commerce, cloud computing through Amazon Web Services (AWS), digital advertising and subscription services. It reports three main operating segments: North America, International and AWS, which reflect how management monitors performance and allocates resources (Amazon, 2024).
In 2024, Amazon generated net sales of about $638.0 billion, an increase of around 11% from $574.8 billion in 2023 (Amazon, 2024). Revenue grew in all segments, with AWS showing particularly strong growth, underlining its role as a key driver of profit. Operating performance improved even more. Operating income rose from $36.9 billion in 2023 to $68.6 billion in 2024, and the operating margin increased from about 6.4% to 10.8% (Amazon, 2024). Management attribute this to higher sales volumes, efficiency gains in fulfilment and logistics, growth in AWS and advertising, and a change in the estimated useful lives of servers, which reduced depreciation expense in 2024 (Amazon, 2024).
Strategically, Amazon continues to invest heavily in AI infrastructure, custom chips (such as Trainium), new AWS data centres, robotics and faster delivery networks. These investments support long-term growth but also increase capital intensity and exposure to technological and regulatory risk (Amazon, 2024).
[bookmark: _Toc216738276]2.2 METHODOLOGY AND DATA SOURCES FOR RATIO ANALYSIS
The ratio analysis is based on data from Amazon’s 2024 Annual Report and Form 10-K for the year ended 31 December 2024, which include comparative figures for 2023 (Amazon, 2024). Figures are taken from the consolidated statement of operations, balance sheet and relevant notes, including debt and earnings per share information.
Ratios are calculated for 2023 and 2024 using consistent definitions so that trends can be compared. Following standard guidance on financial statement analysis (Atrill, 2019), the ratios are organised into five groups:
· Profitability: gross profit margin, operating margin, net profit margin, return on capital employed (ROCE).
· Liquidity: current ratio, quick (acid-test) ratio.
· Efficiency (activity): inventory days, receivables days, payables days.
· Gearing (capital structure): debt-to-equity ratio, interest coverage.
· Investor: basic earnings per share (EPS).
Full ratio calculations and extracts of the financial statements are presented in the appendices. sections 2.3–2.7 focus on interpreting movements in these ratios and linking them to Amazon’s strategy and risk profile.
[bookmark: _Toc216738277]2.3 PROFITABILITY ANALYSIS
Amazon’s profitability improved across all major measures between 2023 and 2024. The gross profit margin increased from 46.98% in 2023 to 48.85% in 2024. This means Amazon retained a higher share of revenue after cost of sales. The improvement reflects growth in higher-margin activities such as AWS and advertising, as well as better cost efficiency in the retail network (Amazon, 2024). A rising gross margin suggests stronger pricing power and effective cost control (Atrill, 2019).
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FIGURE 2.1: GROSS PROFIT MARGIN FOR AMAZON, 2023–2024
The operating profit margin rose more sharply, from 6.41% to 10.75%, with operating income almost doubling from $36.9 billion to $68.6 billion (Amazon, 2024). This reflects scale economies, improved fulfilment efficiency, a richer mix of high-margin services, and the change in estimated useful lives of servers from five to six years, which reduced 2024 depreciation. Operating margin measures how effectively the firm converts sales into operating profit, so this increase indicates a much stronger underlying operating performance (Atrill, 2019).
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FIGURE 2.2: OPERATING PROFIT MARGIN FOR AMAZON, 2023–2024

The net profit margin also improved strongly, from 5.29% in 2023 to 9.29% in 2024. This was driven by the stronger operating result, lower interest expense and more favourable non-operating items than in the previous year (Amazon, 2024).
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FIGURE 2.3: NET PROFIT MARGIN FOR AMAZON, 2023–2024
ROCE increased from around 10.15% to 15.40%, showing that Amazon generated a higher return from the capital invested in the business. This suggests that recent spending on technology, logistics and data centres is beginning to deliver improved returns (Atrill, 2019).
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FIGURE 2.4: ROCE FOR AMAZON, 2023–2024
Overall, Amazon’s profitability in 2024 was very strong. However, part of the improvement comes from changes in accounting estimates (for example, server lives) rather than only from cash-based performance, so directors should be cautious when projecting 2024 margins into the future.
[bookmark: _Toc216738278]2.4 LIQUIDITY ANALYSIS
Liquidity ratios show a stable but lean position. The current ratio increased only marginally from 1.05 in 2023 to 1.06 in 2024, and the quick ratio rose from 0.84 to 0.87. On a narrow textbook view, a current ratio close to 1.0 and a quick ratio below 1.0 might suggest limited short-term buffer against shocks (Atrill, 2019). 
[image: ]
FIGURE 2.5: CURRENT RATIO FOR AMAZON, 2023–2024
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FIGURE 2.6: QUICK RATIO FOR AMAZON, 2023–2024
For Amazon, context is important. The company operates with fast inventory turnover, relatively short receivable periods and very long payables days, so it collects cash from customers well before it pays suppliers. This creates a negative cash conversion cycle, which reduces the need to hold large liquid balances. The increase in quick assets (cash, marketable securities and receivables) was slightly faster compared to the increase in current liabilities which created a slight improvement in quick ratio. The big picture is of a company that’s efficiently using its working capital — not one that’s running out of liquidity.
There is still a trade-off. It is likely that holding a large amount of cash will lead to lower returns and be regarded as excessive under many circumstances, but insufficient liquidity can increase refinancing risk, particularly when the economy enters recession (Atrill, 2019). Amazon is also providing much of the capital expenditure to support AI infrastructure and logistics (Bitter, 2025). The retention of a reasonable level of liquidity in the form of cash and marketable securities provides some optionality to finance these projects without being solely dependent on new borrowings.
Overall, the liquidity ratios appear low compared with some traditional benchmarks, but they are consistent with Amazon’s business model and strong underlying cash generation. They should still be monitored closely, especially if trading conditions weaken or if suppliers or credit markets become less accommodating.
[bookmark: _Toc216738279]2.5 EFFICIENCY (ACTIVITY) ANALYSIS
The efficiency ratios show how Amazon manages working capital. Inventory days fell slightly from 39.91 days in 2023 to 38.27 days in 2024. This means goods are held in stock for fewer days before being sold. For a retailer with a very broad product range and complex fulfilment operations, a fall in inventory days suggests improvements in demand forecasting, stock control and the regional layout of fulfilment centres (Amazon, 2024). 
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FIGURE 2.7: INVENTORY DAYS FOR AMAZON, 2023–2024

Receivables days decreased from 33.18 days to 31.73 days, indicating that Amazon is collecting money from customers a little faster. Because many retail sales are settled immediately by card or bank transfer, receivables mainly relate to AWS, advertising and third-party services. A small reduction in days suggests better collection processes without obvious evidence of strained customer relationships (Singh et al., 2021).
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FIGURE 2.8: RECEIVABLES DAYS FOR AMAZON, 2023–2024
Payables days increased from 101.79 to 105.56 days. Amazon is taking slightly longer to pay suppliers relative to how quickly it turns inventory and collects cash. When inventory days, receivables days and payables days are combined, Amazon’s cash conversion cycle is negative, and became more negative in 2024. In practice this means the company receives cash from customers long before it pays suppliers, using trade credit as a source of finance. This position is typical for large retailers and platforms with strong bargaining power (Atrill, 2019).

FIGURE 2.9: PAYABLES DAYS FOR AMAZON, 2023–2024
This strategy helps Amazon because a negative cash conversion cycle frees up cash for investment and reduces the need to borrow. But if Amazon delays payments too much, it can hurt smaller suppliers and damage relationships, so directors must check that this approach stays sustainable and does not create reputational or operational risk.
[bookmark: _Toc216738280]2.6 GEARING (CAPITAL STRUCTURE) ANALYSIS
Debt-to-equity ratio fell from 0.29 in 2023 to 0.18 in 2024. Long-term debt decreased compared to retained earnings on better profits (Amazon, 2024). Amazon is consequently financing more of its assets from shareholders’ equity and less with long-term debt at a high cost. 
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FIGURE 2.10: DEBT-TO-EQUITY RATIO FOR AMAZON, 2023–2024

The interest coverage ratio improved to 28.51 times from 11.58 times. The operating income more than doubled and the interest expense dropped from $3.2 billion to $2.4 billion (Amazon, 2024). This indicates that Amazon is able to meet its interest obligations, and short-term solvency risk for the company is low. 
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FIGURE 2.11: INTEREST COVERAGE RATIO FOR AMAZON, 2023–2024
According to finance theory, a certain amount of debt is good, because the interest is deductible and can help lower the overall cost of capital. But high gearing also has a downside risk profile, particularly if cash flows are erratic (Atrill, 2019). Amazon’s cautious gearing seems appropriate in light of the size of its planned capital expenditure and exposure to regulatory and technological risk. 
A reasonable question is whether Amazon is now under-leveraged. A very low debt-to-equity ratio may mean the company is not fully taking advantage of cheap long-term borrowing to enhance returns to equity holders. At the same time, the balance sheet includes significant lease liabilities and other long-term commitments, and the group is investing heavily in assets whose useful life and future demand are uncertain, such as AI infrastructure (Amazon, 2025).
Overall, the gearing and interest cover ratios indicate a strong and conservative capital structure. This supports resilience but may leave some room to optimise the mix of debt and equity once the current investment cycle matures.
[bookmark: _Toc216738281]2.7 INVESTOR RATIOS
The main investor ratio considered is basic earnings per share (EPS). EPS almost doubled from $2.95 in 2023 to $5.66 in 2024, while the weighted average number of shares changed only slightly (Amazon, 2024).

FIGURE 2.12: BASIC EARNINGS PER SHARE FOR AMAZON, 2023–2024
This reflects the strong growth in net income from $30.4 billion to $59.2 billion (Amazon, 2024). A rising EPS is important because it links total profit to each share and underpins valuation measures such as the price-earnings ratio (Atrill, 2019).
However, the increase in EPS is driven partly by changes in depreciation estimates and by non-operating items that may not repeat. EPS also does not reveal the amount of capital or risk required to generate those earnings. It should therefore be read together with ROCE and gearing ratios (Deepakshi et al., 2025).
Amazon does not pay a regular cash dividend. Instead, it reinvests most earnings into technology, AWS, AI and logistics projects (Amazon, 2024). This makes Amazon a growth-oriented stock, where investors mainly expect value through capital gains. In return for potential long-term growth, shareholders accept higher short-term uncertainty (Chiang, 2019).
[bookmark: _Toc216738282]2.8 LIMITATIONS OF RATIO ANALYSIS
Ratio analysis is useful but has important limitations.
· Ratios are based on historical financial statements, which may not reflect current market values, inflation or rapid technological change, especially in digital businesses (Atrill, 2019).
· Results are affected by accounting policies and estimates. Extending server lives from five to six years reduced 2024 depreciation and increased profit, even though cash flows did not change (Amazon, 2024).
· Ratios can mislead if companies with very different business models are compared or if sector norms are ignored. For example, a current ratio close to 1.0 may be risky for a small manufacturer but normal for a large retailer with a negative cash conversion cycle.
· Ratios are backward-looking and do not directly show qualitative factors such as innovation, customer loyalty or regulatory pressure (Atrill, 2019).
For these reasons, ratios should be interpreted together with narrative disclosures, cash flow analysis and knowledge of the wider business environment.
2.9 OVERALL EVALUATION AND RECOMMENDATIONS TO AMAZON DIRECTORS
The ratio analysis suggests that Amazon is in a strong financial position. Profitability has improved across all major measures. Margins are higher, ROCE has risen from about 10% to over 15%, and EPS has almost doubled. Liquidity appears lean on simple ratios, but the negative cash conversion cycle and strong operating cash flow support short-term solvency. Efficiency ratios show very effective working capital management, and gearing and interest cover indicate a conservative and resilient capital structure.
Based on this analysis, four recommendations are made to the board:
1. Keep checking if profits are sustainable: Amazon should regularly check what is driving its profit margins and ROCE in each business segment, and test what happens if AWS or advertising grows more slowly. This will help make sure profits come from real long-term performance, not just accounting changes.
2. Be efficient but fair with suppliers: Amazon should keep managing inventory and customer payments tightly, but review how long it takes to pay suppliers, especially smaller ones. This will protect both cash flow and good relationships in the supply chain. 
3. Explain clearly how cash is used and financed: Amazon should use its strong cash flow and low debt to create a clear plan for how it spends money on growth projects, share buybacks and any extra borrowing. A transparent policy will help investors understand and trust its financial decisions.
4. Communicate clearly about accounting changes and risks: Provide clear explanations of how changes in useful lives and other estimates affect reported earnings and returns. This will help investors understand performance and support trust in reported figures.
These actions would help Amazon maintain strong financial performance while managing the risks that come with heavy investment in AI and infrastructure.
[bookmark: _Toc216738283]3. TASK 2: WESTWARD PLC INVESTMENT APPRAISAL
[bookmark: _Toc216738284]3.1 PROJECT INFORMATION AND KEY ASSUMPTIONS
Westward plc manufactures high-quality curtains and is considering three mutually independent expansion projects:
· Option A – Retail expansion: expand the existing retail outlet to stock and sell the full product range.
· Option B – Internet sales: develop an online channel to reach a wider customer base.
· Option C – Wooden and Roman blinds: move into blinds, broadening the product portfolio.
Each project requires a different initial capital outlay: A needs £600,000, B needs £1,000,000, and C requires £1,600,000. For each project, the directors have provided expected cash inflows at the end of years 1–4. Corporation tax is 25%, and capital allowances are available at 20% per year on a straight-line basis on the initial cost. All cash flows occur at the end of each year. The directors want to know which option creates most value, whether the projects are attractive given the firm’s cost of capital, and how the overall investment programme might be financed. 
[bookmark: _Toc216738285]3.2 METHODOLOGY: NPV, IRR AND CAPITAL RATIONING
The main appraisal method used is Net Present Value (NPV). For each project, the expected pre-tax cash flows for years 1–4 are adjusted for:
· Capital allowances at 20% per year on the initial investment. 
· Taxable profit each year, calculated as cash flow before tax minus capital allowances. 
· Corporation tax at 25%. 
This gives after-tax cash flows for years 1–4. These cash flows are then discounted at 6%, which is taken as Westward’s cost of capital. NPV is the sum of the discounted after-tax cash flows minus the initial investment. NPV is used as the primary decision rule because it is consistent with the objective of maximising shareholder wealth and reflects the time value of money (Brealey et al., 2017; Atrill, 2019).
For the project selected as the best option, the Internal Rate of Return (IRR) is estimated by calculating NPVs at two discount rates and interpolating between them. This gives the discount rate at which NPV would be zero. A further analysis considers a capital rationing scenario where total investment funds are limited to £2,500,000 and the projects are divisible. In this case, NPV per £ invested (profitability index) is used to find the combination of projects that maximises total NPV (Mellichamp, 2019).
[bookmark: _Toc216738286]3.3 NPV RESULTS AND INTERPRETATION
Using the approach described above, the NPVs at a 6% discount rate are as follows.
TABLE 3.1: NPV RESULTS FOR OPTIONS A, B AND C AT 6%
	Option
	Description
	Initial outlay
	NPV at 6% (approx.)
	Decision

	A
	Retail expansion
	£600,000
	£643,168
	Accept

	B
	Internet sales
	£1,000,000
	£792,231
	Accept

	C
	Wooden and Roman blinds
	£1,600,000
	£742,480
	Accept


All three projects have positive NPVs, so each one would add value if undertaken alone. Option B has the highest NPV, followed by Option C, then Option A.
[image: ]
FIGURE 3.1: COMPARISON OF NPV FOR OPTIONS A, B AND C AT 6%
In theory, if there were no financial or managerial constraints, Westward should accept all independent projects with positive NPV, since each increases shareholder wealth (Brealey et al., 2017). If only one project can be chosen, Option B is preferred because it has the largest NPV and also offers a strategic move into internet sales.
[bookmark: _Toc216738287]3.4 IRR FOR THE PREFERRED PROJECT
While NPV shows value added in money terms, the IRR shows the project’s percentage return. For Option B, NPV is about £792,000 at a 6% discount rate. By calculating NPVs at higher rates and interpolating, the IRR for Option B is estimated at about 32%.
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FIGURE 3.2: NPV PROFILE FOR OPTION B AND APPROXIMATE IRR
An IRR of around 32% is well above the 6% cost of capital, suggesting that the project would still be attractive even if the cost of capital increased or cash flows were lower than forecast. This supports the NPV decision.
However, IRR has some weaknesses. It can rank projects differently from NPV when scale and timing differ, and it assumes interim cash flows are reinvested at the IRR, which is often unrealistic (Atrill, 2019). For that reason, IRR here is treated as supporting evidence, and the main decision is still based on NPV.
[bookmark: _Toc216738288]3.5 CRITICAL DISCUSSION OF INVESTMENT APPRAISAL METHODS
[bookmark: _Toc216738289]3.5.1 WHY NPV IS PREFERRED IN THEORY 
NPV is widely recommended in finance theory because it:
· Uses cash flows rather than accounting profit.
· Recognises the time value of money through discounting.
· Incorporates risk by using a discount rate that reflects the cost of capital.
· Has an additive property, which allows the NPVs of different projects to be added when considering a portfolio under capital rationing (Brealey et al., 2017; Mellichamp, 2019).
In Westward’s case, NPV at 6% gives a clear and consistent way to compare all three projects and identify which ones add the most value.
[bookmark: _Toc216738290]3.5.2 WHY NON-DISCOUNTING METHODS ARE STILL USED
Despite its strengths, many firms still use methods such as Payback Period and Accounting Rate of Return (ARR), often alongside NPV (Anabtawi, 2018). The Payback Period measures how long it takes to recover the original investment from net cash inflows. It is simple and focuses on liquidity and risk because shorter payback means less time exposed to uncertainty. However, it ignores the time value of money and disregards cash flows after the payback point (Vujnović et al., 2022).
ARR compares average annual accounting profit with the initial or average investment. It links directly to financial statements, which some managers find intuitive, but it uses profit instead of cash flow and ignores timing (Atrill, 2019). For Westward, payback and ARR could provide extra information, especially if the board is very sensitive to short-term liquidity. Still, when there is a conflict, NPV should guide the final decision, because it best reflects shareholder value (Anabtawi, 2018).
[bookmark: _Toc216738291]3.5.3 QUALITATIVE AND STRATEGIC CONSIDERATIONS
Investment appraisal should also consider non-financial factors (Atrill, 2019; Drury, 2020), such as:
· Strategic fit: Option A supports the current retail strategy and may strengthen Westward’s brand in physical stores. Option B builds an online channel, which may be essential for long-term competitiveness as more customers research and buy online. Option C extends the product range into blinds, which may reduce dependence on curtains but may also stretch the brand. 
· Market trends: The growth of e-commerce suggests that an internet sales channel (Option B) could give strong long-term benefits. At the same time, there may be growing demand for integrated window-covering solutions, which supports Option C. The board should consider customer preferences, competitor behaviour and likely changes over the next four years.
· Operational capabilities: Internet sales require digital and logistics skills. Blinds may need new machinery and production know-how.
· Risk and flexibility: Online operations can often be scaled more flexibly than large physical expansions.
· Regulatory and reputational issues: Data protection for online customers or safety standards for new products may bring extra compliance costs.
Because Option B combines the highest NPV with a strong strategic move into online sales, it appears particularly attractive.
[bookmark: _Toc216738292]3.6 CAPITAL RATIONING AND OPTIMAL INVESTMENT POLICY
The assignment also asks what happens if available capital is limited to £2,500,000 and the projects are divisible. In this case, Westward can invest in fractions of projects, and cash flows scale in proportion. When funds are limited, textbooks recommend using the profitability index (PI) to rank projects (Atrill, 2019; Drury, 2020). Using PI = NPV ÷ initial cost:
· Option A: 643,168 ÷ 600,000 ≈ 1.07
· Option B: 792,231 ÷ 1,000,000 ≈ 0.79
· Option C: 742,480 ÷ 1,600,000 ≈ 0.46
TABLE 3.2: PROFITABILITY INDEX AND RANKING UNDER CAPITAL RATIONING
	Option
	Full cost
	NPV at 6%
	PI (NPV / cost)

	A – Retail
	600000
	643168
	1.07

	B – Internet
	1000000
	792231
	0.79

	C – Blinds
	1600000
	742480
	0.46


To maximise total NPV within the £2.5 million budget, Westward should:
1. Invest fully in Option A (highest PI).
· Cost: £600,000
· NPV: £643,168
· Remaining funds: £1,900,000
2. Invest fully in Option B (next highest PI).
· Cost: £1,000,000
· NPV: £792,231
· Remaining funds: £900,000
3. Invest the remaining £900,000 in Option C.
· Full cost of C is £1,600,000, so Westward can invest 56.25%.
· Fractional NPV ≈ 0.5625 × 742,480 ≈ £417,645.
The total NPV from this optimal mix is: 
£643,168 (A) + £792,231 (B) + £417,645 (partial C) ≈ £1,853,044.

FIGURE 3.3: ALLOCATION OF FUNDS AND TOTAL NPV UNDER CAPITAL RATIONING
This analysis shows that under capital rationing with divisible projects, Westward should fully undertake A and B and invest the remaining funds in C.
[bookmark: _Toc216738293]3.7 FINANCING THE INVESTMENT PROGRAMME
Finally, Westward must decide how to finance the chosen investment programme. Under the capital rationing solution, total spending is £2.5 million. The main sources of finance along with their advances and disadvantages are discussed in table 3.3.
TABLE 3.3: POSSIBLE SOURCES OF FINANCE FOR WESTWARD’S INVESTMENT PROGRAMME
	Source of finance
	Key advantages
	Key disadvantages

	Retained earnings
	No issue costs, no dilution, flexible
	Limited amount, may restrict other investments

	Bank loans / term loans
	Tax-deductible interest, fixed repayment schedule
	Higher gearing, covenants, must be repaid even if cash is tight

	Corporate bonds
	Suitable for larger, long-term funding
	Issue costs, adds to long-term obligations

	New equity
	No compulsory interest, strengthens balance sheet
	Dilutes ownership, usually higher cost than debt

	Leasing / hire purchase
	Spreads payments, matches asset use with payments
	Total cost may be higher, creates fixed payment commitments


Considering the advances and disadvantages, for Westward, a mixed approach is likely to be best. Given that the projects all have positive NPVs and the IRR for the preferred project B is well above the cost of capital, it is reasonable to use a combination of retained earnings and medium-term debt to fund the programme. This would:
· Keep gearing at a moderate and manageable level.
· Benefit from the tax shield on interest.
· Avoid excessive dilution of existing shareholders.
Equity might be considered if the company already has high debt levels or if it wants to reduce financial risk significantly. Leasing could be used for equipment within Option C to reduce upfront cash needs.
Overall, by selecting the projects with the highest NPVs, applying profitability index under capital rationing, and choosing a sensible mix of internal funds and debt finance, Westward plc can expand its operations and support long-term shareholder value in a controlled and financially sound way.
[bookmark: _Toc216738294]4. CONCLUSION
The analyses in this report show how financial information can be turned into clear, actionable guidance for managers and investors. For Amazon, ratio analysis indicates a period of very strong financial performance. Profitability has improved across all major measures, returns on capital have risen, liquidity remains lean but well supported by a negative cash conversion cycle, and gearing and interest cover suggest a conservative and resilient capital structure. At the same time, the discussion highlighted that part of the improvement reflects accounting changes and unusually favourable market conditions, so directors should test the sustainability of current returns and manage supplier and investment risks carefully.
For Westward plc, discounted cash flow techniques provided a structured way to compare three expansion options. All projects produced positive NPVs at a 6 percent cost of capital, with the internet sales project offering the highest value and a strong IRR. Under capital rationing, ranking projects by profitability index led to a mix that maximises total NPV within a £2.5 million budget. The review of financing options showed that a balanced combination of retained earnings and debt is likely to support growth while keeping risk at a manageable level.
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	Ratio
	Formula
	2023 Result
	2024 Result

	Gross profit margin
	Gross profit ÷ Net sales × 100
	270,046 ÷ 574,785 × 100 = 46.98%
	311,671 ÷ 637,959 × 100 = 48.85%

	Operating margin
	Operating income ÷ Net sales × 100
	36,852 ÷ 574,785 × 100 = 6.41%
	68,593 ÷ 637,959 × 100 = 10.75%

	Net profit margin
	Net income ÷ Net sales × 100
	30,425 ÷ 574,785 × 100 = 5.29%
	59,248 ÷ 637,959 × 100 = 9.29%

	Return on capital employed (ROCE)
	Operating income ÷ Capital employed × 100
	36,852 ÷ 362,937 × 100 = 10.15%
	68,593 ÷ 445,463 × 100 = 15.40%

	Current ratio
	Current assets ÷ Current liabilities
	172,351 ÷ 164,917 = 1.05
	190,867 ÷ 179,431 = 1.06

	Quick ratio (acid test)
	Quick assets ÷ Current liabilities
	139,033 ÷ 164,917 = 0.84
	156,653 ÷ 179,431 = 0.87

	Inventory days
	Inventories ÷ Cost of sales × 365
	33,318 ÷ 304,739 × 365 = 39.91 days
	34,214 ÷ 326,288 × 365 = 38.27 days

	Receivables days
	Receivables ÷ Net sales × 365
	52,253 ÷ 574,785 × 365 = 33.18 days
	55,451 ÷ 637,959 × 365 = 31.73 days

	Payables days
	Payables ÷ Cost of sales × 365
	84,981 ÷ 304,739 × 365 = 101.79 days
	94,363 ÷ 326,288 × 365 = 105.56 days

	Debt-to-equity ratio
	Long-term debt ÷ Total equity
	58,314 ÷ 201,875 = 0.29
	52,623 ÷ 285,970 = 0.18

	Interest coverage ratio
	Operating income ÷ Interest expense
	36,852 ÷ 3,182 = 11.58
	68,593 ÷ 2,406 = 28.51

	Basic EPS (USD per share)
	Net income ÷ Basic weighted-average shares
	30,425 ÷ 10,304 = 2.95
	59,248 ÷ 10,473 = 5.66
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Payables days	
2023	2024	101.78567561093263	105.5585709557201	


Basic earnings per share (EPS)	
2023	2024	2.9527368012422359	5.6572137878353859	


Capital allocation under £2.5m limit

Amount invested £	
A – Retail	B – Internet	C – Blinds	600000	1000000	900000	NPV used £	
A – Retail	B – Internet	C – Blinds	643168	792231	417645	
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See accompanying notes to consolidated financial statements.
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See accompanying notes to consolidated financial statements.
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A – Retail 600000 643168 1.07 2500000 600000 1.00 643168

Option NPV at 6% (£) B – Internet 1000000 792231 0.79 1000000 1.00 792231

A – Retail 643168 C – Blinds 1600000 742480 0.46 900000 0.56 417645
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Option Amount invested £ NPV used £

A – Retail 600000 643168
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Total funds available
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