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Nestlé
Country of Origin: Switzerland
Revenue: $78.9 billion

INTRODUCTION:
Founded in 1866, Nestle is the largest food and beverage company in the world. which is located in Switzerland headquarters in Vevey. In the Beginning, the nestle company sold only infant’s cereal foods but its directly connected to various product such as chocolate, yogurt, water coffee, and frozen snacks foods in their portfolio. This big company have many kinds of department and quarter of a million people from 71 countries across the globe. Nestle brand operates in all part of the world and 39.1 % employee work in nestle which from Asia, Africa and Oceania. Nestle have very close an attractive people both of way their own efforts and through joint ventures with companies like Coca- Cola. Various kind of innovative products and business enthusiasm and acquisition. It is their encourage for future growth and creativity allowed Nestle to become the best player in nutrition that it is today. (Martil, 2019) 
Nestle have various kind of food compare to other companies like Coca- Cola, Tyson food, Unilever. Popular product of nestle company is Maggie and Nescafe, coffee are best product over the world everyone knows about Maggie and coffee because of nestle. Recently in the year of 2016 nestle faced big problem about own product of Maggie, which is one of best product of them and instead of at that huge effect on share market as well London stock Exchange nestle shares.
The Nestle company also have unique brand logo and which was founded in 1868 and logo based on Henri Nestle, who created first logo play on his family name Nestle, meaning of that nest in the German language because Henri had immigrated Switzerland from Germany. Then after some changes in the logo nest and adding nature of birds being fed to link the logo to his baby food products. (Martil, 2019) 

Competitors of Nestlé’s Globally 
Normally contender discovered look in organization income, speculation of sum, net benefit, turn over and item extend according to my perspective those are factor influencing to accomplish contender level amid aggregation and other organization which near settle income Coca-Cola, Unilever, and Tyson nourishment however they have one sustenance territory If have refreshments other one side have it just nourishment item. In addition, settle have both of items Beverage and nourishment items. Settle dominate its adversaries as the world's greatest sustenance association, readily announcing" extraordinary sustenance incredible life, '' not too extraordinary is Nestlé's reputation for corporate abuse every single through it exercises, stretching out from the displaying of new conceived tyke condition to the production of its chocolate and separated water. Settle has been the target of strong worldwide examination for its mighty exhibiting of new conceived tyke condition in countries with uncommon consumable water, provoking a decline in breastfeeding and extended danger for children. Settle is outstanding amongst other four water bundling associations on the planet, adding to the issue of plastic waste and furthermore the usurping of water that should remain a typical resource. (Alf Mohammad, 2009). 

Real Competitors: PepsiCo, Unilever, Coca-Cola, Tyson Food.


Part –B	
A critical review of the company’s financial performances including.
Ratio analysis 
Money related investigation is the way toward utilizing budgetary data to aid speculation and monetary basic leadership. Budgetary examination helps administrators with effectiveness investigation and identification of issue regions inside the organization. Additionally, it enables chiefs to recognize qualities on which the firm should fabricate. Remotely, money related examination is valuable for credit administrators assessing advance solicitations and speculators considering security buys.  (Atrill, 2008) 
Proportion investigation is determination, assessment and elucidation of money related information, alongside other appropriate data, to aid speculation and monetary basic leadership. Money related examination might be utilized inside to assess issues, for example, worker execution, the proficiency of activities, and credit strategies, and remotely to assess potential venture and the credit-value of borrower, in addition to other things. The examiner draws the money related information required in monetary examination from numerous sources. The essential source is simply the information given by the organization in its yearly report and require talks. The yearly report contains the salary explanation, the monetary record, and the announcement of income, and references to those announcements. Certain organizations are required by securities law to reveal extra data. Moreover, data that organizations are required to unveil through budget summary, other data is promptly accessible for budgetary examination. For instance, data, for example, the market costs of securities of traded on an open market enterprise can be found in the budgetary press and the electronic media every day. Thus, data on stock value records for ventures and for the market all in all is accessible in the money related press. (Darke, 2018)
Importance of Ratio
The ration analysis is a standout amongst the most compelling instruments of budgetary investigation. It is used as a gadget to think about and decipher the money related soundness of big business. A proportion is known as a manifestation like circulatory strain, the beat rate of the temperature of a person. It is with help of proportions that the fiscal summaries can be inspected more clearly, and decision produced using such examination. The utilization of proportions isn't investigation for knowing money related position of a firm like provider, financial specialists and so forth. The proportion examination conveys aides and signs particularly in spotting patterns towards better or poor execution.
1. Profitability ratios of Nestle (2013 - 2017) and coco cola (2017)
	Nestle
	2013
	2014
	2015
	2016
	2017
	Coca cola

	Operating Profit Margin
	0.10
	0.11
	0.13
	0.14
	0.11
	1.00

	NPV (Net profit)
	0.11
	0.16
	0.10
	0.09
	0.08
	0.05



Analysis 
Generally profitability ratio indicates the ability of the company to generate the profit relative to its associated expenses. It is used to measure the profit earned by the company after all expenses.    
Operating profit is a measure of profitability which is generated out of its operations. Higher the ratio favourable to the company to cover its reaming expenses and also to distribute to shareholders. If low operating profit it may result in loss after reducing all expenses other than operating expenses.
This ratio may increase due to one of the following factors
(i) Greater Sales Prices with continual Cost of Goods Sold
(ii) Lesser Cost of Goods Sold with continual Sales Prices
(iii) Mix of above mentioned two factors. (Collier, 2012)
Nestle has the operating profit in the year 2014 is 0.11 and in the year 2015 is 0.13 which is more than 2014 and in the year 2017 the company’s gross profit reduces to 0.11 which indicates company has failed to maintain growth in the company but maintained consistent profit over the years.
Coca cola the competitor company which has the operating margin of 1 which is more than the Nestle.
Net profit margin is used to measure the left out part of income after all expenses of business which indicates efficiency of the company to generate profit which can be distributable to shareholders of the company.
Nestle has net profit of 0.16 in 2014 and 0.08 in 2017 which has reduced comparatively and over the years the net profit of the company is reducing considerably. Company shall take appropriate measures to maintain the profit and to increase the profit. Decreasing trend is not appreciable for the company 
Coca cola has the net profit of 0.05 which is slightly less than the Nestle. Hence company shall take appropriate steps to improve financial structure of the company and to overcome downtrend of the net profit.   (Atrill, 2008)

2. Liquidity ratios of Nestle   (2013 - 2017) and coco cola (2017)
	Nestle
	2013
	2014
	2015
	2016
	2017
	Coca cola

	Quick Ratio
	0.78
	0.75
	0.63
	0.641
	0.630
	1.00

	Current Ratio
	1.01
	1.03
	0.88
	0.85
	0.89
	0.79

	Cash Ratio
	0.20
	0.226
	0.146
	0.212
	0.220
	0.12




Analysis 
Liquidity ratio which is denoted of organization strength to pay its limited debts without depending on the outside capital market. Liquidity ratio also indicates the ability of the company to pay its debt on time.
Liquidity ratio can be measured by using different tools like Quick ratio, current ratio & cash ratio.
Current ratio compares all the current liability with all current assets this calculation includes inventory in current asset which is not always a liquid. It may lead to some misrepresentation of liquid asset of company.  
Current ratio of Nestle in the year 2017 was 0.89. Which conveys that current ratio of Nestle is less than 1 which means that company can cover 90% of the debt with its current assets. In the year 2014 the current ratio was 1.03 which was more than 1 and it had sufficient current asset to cover its short term obligations. But over the years the company’s current asset is reduced. But there   is variation in the current ratio every year. Company shall maintain 1:1 current ratio to avoid stress in its downtime. 
Quick ratio is further refined technique to evaluate the most liquidity of the company which only considers most liquid assets. Quick ratio doesn’t consider the inventory. Which is not considered as most liquid asset.  
Nestle has quick ratio of 0.63 in the year 2017 and in the year 2014 the quick ratio was 0.75. Nestle doesn’t have the quick assets which can cover the current liability. It may need to borrow outside capital to cover the short term liability. Quick ratio is slightly decreased from 2014.  
It indicates money of quick assets available for each money of liability due on short term term. Traditionally, a quick ratio of 1:1 is considered to be a preferable ratio. However, this traditional law should not be used blindly since a firm having a quick ratio of more than 1, may not be meeting its short–term obligations in time if its current assets consist of doubtful and slow paying debtors while a company having a quick ratio of less than 1, may be meeting its short–term obligations in time because of its very efficient debtors management.

Cash ratio which generally considers only the cash and cash equivalent to evaluate the ability of company to cover the short term obligation with cash and cash equivalent 
Cash ratio of Nestle is 0.226 and in the year 2014 an in the immediate next year the cash ratio dropped 0.146 and in the year 2016 it has managed to improve its cash ratio. But the cash ratio can only payoff average of 20% liability by its cash and cash equivalent.  
Coca cola has cash ratio of 0.12 which quite less compared to Nestle. Nestle and coca cola both are in the same industry and considering the industry acceptable standard it is advisable to the company to increase its liquidity for managing competition effectively. (Bull, 2007)

3. Gearing ratios of Nestle   (2013 - 2017) and coco cola (2017)
	Nestle
	2013
	2014
	2015
	2016
	2017
	Coca cola

	Equity Ratio
	0.81
	0.85
	0.93
	0.99
	1.07
	1.03

	Capital Ratio
	0.43
	0.46
	0.48
	0.50
	0.51
	0.50



Analysis 
Gearing ratio evaluate the portion of debt to its equity. It shows company’s dependency on the debt. The excessive debt indicate the risk in the company and also shows the deficiency in investors fund to run the operation. Higher gearing ratio indicates high proportion of debt and lower gearing ratio indicates lower debt and lower financial risk.
Equity ratio measure portion of the total investment made in asset to total equity. Lower ratio indicates that company is using large amount of debt for its operation. Higher ratio is favourable to the companies for minimising the use of debt. (Collier, 2012)
Equity ratio of Nestle in the year 2017 is 1.07 and in the year 2014 and 2013 the equity ratio was 0.85 and 0.81 respectively. This indicates that in the year 2014 company had taken loan to invest in its assets and in the year 2017 equity ratio has increased to 1.07 which shows nestle has raised the investors fund and reduced the debt.
Coca cola the competitor of Nestle which presently has the equity ratio of 1.03 which is almost similar to the Nestle. This conveys that nestle is maintaining equity ratio as per the industrial standards.  
One more technique that is normally used to in the companies is capital ratio which measures the financial leverage of company.
Capital ratio of Nestle in the year 2014 was 0.46 and the year 2018 was 0.51. Which is indicating the increase of debt. In the project first year 2013 capital ratio was slightly similar.
Coca cola Company which has the capital ratio of 0.50 and Nestle having the capital ratio of 0.51 which indicates both the companies have same capital ratio and nestle is operation according to industry standards.         

4. Efficiency ratios of (2013 - 2017) and coco cola (2017)
	Nestle
	2013
	2014
	2015
	2016
	2017
	Coca Cola

	Assets Turn over
	0.66
	0.68
	0.71
	0.67
	0.68
	3.22

	
Fixed Assets Turn over
	3.21
	3.22
	3.34
	3.24
	3.23
	2.68



Analysis 
Efficiency ratio is generally used to analyse how effectively the company is using its assets in generation of revenue.  If the ratio is high which means that company is using its assets effectively in generating income. And also it means that less investment is enough to generate good revenue. Same way if efficiency ratio is less it means that company needs more assets to generate revenue and also it is not utilising its assets effectively. 
Asset turnover ratio -This ratio conducted the capacity of the firm to generate revenue using total assets. It shows how well company has generated the revenue with the help of all its resources.
Nestle has asset turnover ratio of 0.68 in the year 2017 and in the year 2014 and 2013 the ratio was 0.68 and 0.66 respectively, which means that there is no change in the ratio. Even though the asset turnover ratio was increased in the year 2015 to 0.71 it again dropped in the year 2016 to 0.67. Thus it shows company has not made appropriate efforts to improve the utilisation of assets in generation of its revenue.
Coca cola which has asset turnover ratio of 3.22 which is higher is an excellent ratio. This indicate that Coca cola is utilising its assets effectively and with less resources generating high revenue. Compared to this nestle is not utilising is assets compared to industrial requirement. 
Fixed asset turnover ratio: This ratio is used to evaluate the operating performance of a business comparing net sales with net fixed asset.
Generally high fixed asset turnover ratio indicates company is operating effectively in generating its revenue using less fixed asset and low ratio indicates that the company is being over invested in fixed asset. And needs new product to revive the sales.
Fixed asset turnover ratio of Nestle is 3.23 in the year 2017 and 3.22 in the year 2014. Which shows consistency in the ratio and utilization of fixed asset to generate revenue. During the year 2015 the company’s performance was slightly high compared to other years.
Coca cola which has fixed asset ratio of 2.68 which is less compared to nestle. Nestle is performing well in utilisation fixed asset to generate its revenue. (Kenton, 2019) 


LIMITATIONS OF RATIO ANALYSIS

Examination of Ratio is a notable key of money related examination and investigation of parts. It used to picture and concentrate information from budget summaries. It concentrates on ratios that provide the efficiency, profitability, financing leverage, and other various information about a concern. The ratios can be utilised for both vertical analysis and horizontal analysis. While they are a common form of analysis, there are several limitations of ratio analysis analysts should be aware of.

1. Erroneous Results if Based on Improper Accounting Data:

[bookmark: limitations-2-no-idea-of-probable-happen]Accounting ratios can provide appropriate results only if the data (on which they are based) are correct. Sometimes, the data given in the financial statements is pretended by window dressing, i.e., showing position better than what actually is.
2. No Idea of Probable Happenings in Future:
[bookmark: limitations-3-variation-in-accounting-me]Ratios are an effort to make an analysis of the previous financial statements; so they are past documents. Now-a-days keeping in view the difficulties of the business, it is crucial to have an impression of the probable happenings in near future.
3. Difference in Accounting Methods:
The two concern’s results are comparable with the aid of accounting ratios only if they use the similar accounting methods or bases. Comparison will become hard if the two concerns use the various methods of providing depreciation or valuing inventories.
Comparison of financial statements of such companies by way of ratios is bound to be misleading.
[bookmark: limitations-4-price-level-changes-] 4. Price Level Changes: 
[bookmark: limitations-5-only-one-method-of-analysi]Switch in value levels make correlation for various years troublesome. For instance, the proportion of income to add up to resources in 1997 would be a lot higher than in 1983 because of increment in costs, settled resources being appeared at expense and not at market esteem.

5. Only One Method of Analysis:
[bookmark: limitations-6-no-common-standards]
Ratio examination is just a beginning stage and gives only couple of data required for the board basic leadership. In this way, to have a point by point extensive investigation of budget summaries, proportions ought to be used alongside different techniques for examination.

6. No Common Standards:

[bookmark: limitations-7-different-meanings-assigne]It is difficult to set out a well-known standard for examination since circumstances contrast from business to business and the idea of every industry is unique.


. Recommendations to improve financial management of Nestle 
Nestle shall plan for the future business as its profits are decreasing year after year it should have clear business plan about its financial goals and working capital requirement for future plans. This will help company to achieve its gaol and have clear picture of future path. And by projecting the cash flow it can check its performance and conduct business effectively 
Nestle shall manage its cost by reducing unwanted costs. By finding alternative ways to cut the cost. Company shall look for vendors who can provide discount over purchased so that company can reduce its purchasing cost and utilise the amount in working capital. If the vendors are providing discount it will be add on to the working capital of the company. 
Nestle shall increase its customer coverage by introducing its units in new geographical area which will result in raise in volume and inflation in profit as the company has huge demand from customers all over the world hence they should consider for expansion of business.
Company shall look for new technology and automation process which will help in reduction of human intervention and increase the effectiveness of production which will help in reaching the customer expectation without any delay.
Investment should be raised instead of looking of loans, should prefer aggressive investment in improving the quality and marketing of product, if the brand value of nestle is build further then increase in customer growth can be expected.
Future it is very important to concentrate on drop of net profit of the company by eliminating the possible expenses which are not necessary in the operation of company. (PEAVLER, 2019)        



PART –C
Investment Appraisal Methods 
An assessment of the desirability of an investment cash flow, using different methods such as related to financial Account rate of return, and Net present value of firm (NPV), also cash flow return period which also called as payback period of investment amount in the project and the last one is important factor is called Internal rate of return (IRR). All this an integral part of capital budgeting and relevant to personnel, Marketing and training.

Capital budgeting process
A) Project recognition and generation:
Initially in capital market is to bring out a project for added good amount of money. There could be partially change basis for adopting investment amount in a firm. It could be produce of a new product development in the project manufacturing cost reduce and increase of product output.
B) Project Screening and analysis:
Analyse both of way marketing as well as investment method then judge the longing proposal. This has compared of the organization to augment its capital market value. Use time value and money method in this step.
Evaluating the benefits and the cost needs to be done. The total amount of cash flow (inflow and outflow) with corelated to selection of project so determine good cash flow then choose completely and give to be done for the same.
C) Project Selection:
There is no such designated method for the adoption of a proposal or a project for funding  as various  businesses have different demands. That is why, the acceptance of an investment project is done based on the adoption method and showing process which is based for every business keeping in mind the aim of the investment being adopted.
Once the project has been accomplished, the different options for increasing or acquiring funds have to be covered by the finance team. This is called establishment of the capital budget. The average cost of investment has to be decreased. A in-depth  process for periodical reports and tracing the proposal for the lifetime needs to be consolidated  in the initial phase itself. The final selections are based on   market conditions, Economic constituents, viability and profitability.
D) Implementation:
Money is invested and thus proposal is executed. The various kind of responsibilities like costing, ruction, price market. Selling cost, Manufacturing cost etc. Mainly prerequisite process which end of conclusion by which can minimize the cost allotted. The business then grows up and focusing and appropriate the execution of the project.


E) Performance review:
Performance review gives capital credit contains collating of actual diminishing with the standard ones. Look after performance review good for selection process because it gives capital credit it shown total capital credit of the project.  (Drury, 2008)
Projected Cash flow 
	Year
	Project A
	Project B

	0
	-60
	-100

	1
	0
	30

	2
	30
	30

	3
	40
	30

	4
	20
	55




Payback Period 
The compensation time frame is the time allotment required to recuperate the expense of a venture. The compensation time of a given speculation or task is a critical determinant of whether to attempt the position or undertaking, as longer recompense periods are regularly not attractive for venture positions.
	Project
	Payback Period

	A

	2.75

	B
	3.18







Analysis 
Payback period method is the simplest method and traditional technique to select the project. It is a measure to analyse how much time a project takes to recoup the investment made. Always companies prefer the lower payback period projects for investments.
In the above two project, project A has payback period of 2.75 year and project B has 3.18 year. Accordingly the lower project is more favourable hence project A can be selected for investment according to this method.    
Advantages
· Payback period is generally considered as very easy to calculate and simple to understand.
· It considers the project that returns the investment early. This helps to the company suffering from lack of working capital to recover the amount quickly from propose investment.  
· This only indicates the efficiency of the project by considering early cash flow. 
Disadvantages 
· This method does not consider the cash flow that after payback period. This method does not consider entire cash flow for its decision-making process.
· It does not consist time value of money.
. 

Accounting rate of return
The accounting rate of return (ARR), also known as the simple or average rate of return, measures the amount of profit, or return, expected on an investment. It divides the average profit by the initial investment to derive the ratio or return that can be expected. ARR does not consider the time value of money or cash flows, which can be an integral part of maintaining a business. (Kenton, 2019)
	Project
	Accounting Rate of Return

	A

	25%

	B
	22.5%




Analysis 
This method indicates the relationship between the average profit and average investment. Generally higher ARR will be preferable for investment and lower ARR will be discarded. 
Project –A has ARR of 25% and project be has ARR of 22.5% which means that the project A is more effective in generating its profit with respect to investment made hence project A will be preferable than project B 
Advantages 
· Accounting rate of return this method is simple to calculate and to evaluate proposed project.
· This method generally considers the profitability of the project and based on profitability capacity of the project will be selected.
Disadvantages    
· This method also doesn’t consider present value of method which is major drawback in this method 
· Accounting rate of return can be calculated using different methods hence the outcome of the same may differ and it will affect in the decision making process.
· This does not consider the cash flow it considers profitability 
Net Present Value (NPV)
[bookmark: _GoBack] This is done by taking all the cash flows which would arise as result of accepting the project and discounting them to find their present value. The discount rate used would generally be the company’s weighted average cost of capital.
A positive NPV signifies that the project produces a return higher than the costs of paying the company’s finance and increases the investors wealth. 
A negative NPV would mean that the project should not be adopted as the cost of funding it exceeds its return. (Kenton, 2019)


	Project
	NPV

	A

	5.1

	B
	7.1


Analysis 
This method is considered as best and the widely accepted method in selecting the project. This is modern method of investment appraisal. Major advantage of this key is utilize the time value pf cash in calculating the outcomes.
Project A has NPV of 5.1 and project B has NPV of 7.1. Generally positive NPV is favourable and the project having positive NPV will be undertaken. Hence in the given case both the projects are having positive NPV and both projects can be selected according to the nature and requirement of project.
Advantages   
· Major advantage of this method is that this considers the time value of money. By discounting it refers to present value of money in calculation of NPV.
· NPV is widely used and it considers the entire cash flow of economic life of a project which will help in better decision making.
Disadvantages 
· This method will be affected with variation in future cash flow , salvage value etc 
· Estimation of appropriate cost of capital is a challenge in this method 
Internal Rate of Return (‘IRR’)
Very similarly to the NPV technique, Internal rate of return involves discounting the project’s cash flows. However, under this technique the cash flows are discounted not once but twice, higher rate will be preferable. (Kenton, 2019)





	Project
	                                 IRR

	A

	15.29

	B
	14.97


Analysis 
The project A has IRR of 15.29 and project B has IRR of 14.97. Generally the higher rate is preferable and project having higher rate of return will be accepted. In the above two projects project A has higher IRR compared to project B. Project A has slightly higher IRR. Hence between both the projects, project A will be selected. 
Advantages 
· Project selection is gives better Internal Rate of Return since depended on percentages return.
· IIR Provide maximum amount if profitability by which can assume revenue.
· It gives perfect idea to investment in share market as well shareholders ‘wealth.
· Internal rate discloses the total cash inflow and outflow.

         Disadvantages 
· It includes monotonous calculations.
· The outcomes of Net Present Value method and Internal Rate of Return method may vary when the projects under appraisal differ in their dimensions, life and timings of cash inflows.
Conclusion:
According to the cash flows and the calculations Project-A seems to be a better investment opportunity. The Payback period of the Project-A is 2.75 that is lower than Project-B that means this project will give a return in this stipulated time. Moreover comparing ARR and IRR for the both projects, Project – A will be giving much higher returns i.e. 25% and 15.29% respectively than that of project – B i.e. 22.5% and 14.98%. While the Project – B will be returning more in terms of the actual value as the input cashflow is higher in the project than Project – A. This means Project – B will grow to 7.1 on an input of 100 m while Project – A will only grow to 5.1 on an input of 60 m only. Hence if 100m is invested in Project – A will be more beneficial advisable; this will increase the wealth of investors and also financial liquidity of company. 
Non-financial factors to be considered in decision making. 
Political and legal factors: Every company operating globally shall take in to account and should follow the law of the respective land. Hence the company shall consider all law and political factors before investment.
Cultural factors: Company shall consider the cultural factors before investing in the projects.
Ethical factors: Every company has the ethical standards with respect to its own operations hence these factors to be considered while undertaking any of the investments.
Technology: changing technology and automation need to be undertaken 
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