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Ratio Analysis of Ford Comparing Between Years 2022/2023
A ratio analysis and future recommendations for future improvements of Ford years 2022 and 2023.
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Introduction/Overview
In this report, I will provide a detailed financial analysis of Ford. I will be looking at a variety of financial ratios using resources from their financial report from the years 2022 and 2023 and comparing both to see which year had been more successful for Ford. I will be digging deep into areas such as profitability, liquidity and efficiency. We can learn a lot about the company's overall performance, financial stability, and operational efficacy during the chosen time frame by examining these key performance indicators. Understanding Ford's financial resource management in the context of a cutthroat and quickly changing automotive market will be made easier with the aid of this report. After the analysis I will assess where Ford can make further improvements to continue growing and prevent losses. 
Ford Motors Co is an automotive corporation founded in Detroit, Michigan in the USA. Ford was founded by Henry Ford and a group of investors in 1903. The company came out with the Model T in 1908 and by 1923, they were producing more than half of all the USA’s automobiles (The Editors of Encyclopaedia Britannica, n.d.).
As one of the largest automotive companies in the world, Ford’s financials are influenced by global economic conditions, competition, and innovation trends.



Ratio Analysis
To see Ford’s performance overall, I am going to use a set of various financial ratios to analyse their profitability. The ability of a company to generate income in relation to its costs is measured by its profitability. It shows how well a business makes use of its assets and capital to turn a profit. In essence, a company is deemed profitable when its revenue growth exceeds its expenses and operational costs. (Indeed, 2025).
Gross Profit Margin:
The gross profit margin is used to calculate a business's profitability and financial health. It is the profit that remains after their costs of sales. (Bloomenthal, 2024).
Formula: 
(Gross Profit/Revenue) X 100
In millions, Ford’s gross profit in 2022 is $23,660 and $25,64 in 2023.
In millions, Ford’s revenue in 2022 is $158,057 and $176,191 in 2023.
2022:
(23,660/158,057) X 100
=14.97%
2023:
(25,641/176,191) X 100
=14.55%
By comparing both profit margins, we can see that Ford are less profitable in the second year meaning they made less income than the previous year.
Markup:
Markup refers to the selling price of a good or service compared to its cost the business pays for it. (Team, 2023).
Formula:
(Gross Profit/Cost of Sales) X 100
Ford Cost of Sales in millions:
2022: $134,397
2023: $150,550
2022:
(23,660/134,397) X 100 =17.60%
2023:
(25,641/150,550) X 100 =17.03%
Looking at both percentages, we can see that markup is less in the second year meaning that the difference between selling price and the cost of the good or service is less compared to the first year.
Net Profit Margin:
The net profit margin is used to see the percentage of net profit a business makes in relation to its total revenue (Palasciano, 2025). 
Formula:
(Net Profit/Revenue) X 100
Ford Net Profit in millions:
2022: $6,276
2023: $5,458
2022:
(6,276/158,057) X 100 =3.97%
2023:
(5,458/176,191) X 100 =3.10%
Looking at both net profit margins, we can see that 2022 has a higher net profit margin, meaning they take back more profit after all expenses are paid for compared to 2023.
Liquidity Ratios
Current Ratio
The current ratio measures a company’s ability to pay back short-term payments or ones due within a year (Fernando, 2024).
Formula:
Current Assets/Current Liabilities
Ford Current Assets in millions:
2022: $116,476
2023: $121,481
Ford Current Liabilities in millions:
2022: $96,866
2023: $101,531
2022:
116,476/96,866 
=1.20
2023:
121,481/101,531
=1.19
As we can see with this ratio analysis, Ford have a better current ratio in 2022 so there is a slight decrease in liquidity from 2022 to 2023.
Liquid Capital Ratio:
The liquid capital ratio is a financial metric that assesses a company’s ability to meet its immediate liabilities using its most liquid assets (Hayes, 2025).
Formula:
(Current Assets–Inventory)/Current Liabilities
Ford’s Inventory:
2022:14,080
2023:15,651
2022:
(116,476–14,080)/96,866 = 1.06
2023:
(121,481–15,651)/101,531 = 1.04
By comparing both liquid capital ratios, we can see that the first year is more than the second. This means the company was more capable of paying off debt with already available cash. 
Efficiency Ratios
Trade Receivable Days:
Trade receivable days is the amount of time it takes a company to pay on its outstanding invoices (Schibsted, 2023).
Formula:
(Trade Receivables/Credit Sales) X 365
Ford Trade Receivables:
2022:15,729
2023:16,601
Ford Credit Sales:
2022:69,605
2023:80,095
2022:
(15,729/69,605) X365 =82 days
2023:
(15,601/80,095) X 365 =71 days
By looking at this ratio, we can see that Ford is more efficient with paying for outstanding invoices in 2023 compared to 2022 by 11 days.
Inventory Turnover
Inventory turnover is a ratio that shows how many times a business sells and replaces their inventory in a year. A higher inventory management indicated efficient inventory management and strong sales performance (Team, 2025).
Formula:
(Average Stock / Cost of Sales) X 365
Ford average stock:
2022:
(14,080 / 134,397) X 365 = 38.2 days
2023: 
(15,651 / 150,550) X 365 = 37.9 days
As we can see with this ratio, Ford appear to replace and sell their stock slightly more often than last year meaning they are managing thei inventory better than last year.


Performance Analysis
By comparing the ratio calculations, we can see a small decrease from the first to the second year, we can see a decline in Ford’s profitability and liquidity ratios, but an improvement in efficiency. The decrease in net profit shows that Ford may not have controlled their expenses effectively. One large impact of this can be the ZEV mandate where vehicle companies are fined for not producing enough electric vehicles. This mandate is for countries to meet their net zero goals effectively (Tisshaw et al., 2025). Many things can affect this, such as: 
· Higher costs, e.g. cost of goods sold and operating expenses.
· Lower revenues due to reduced sales or price cuts.
· Non-recurring expenses such as legal fees and write-offs.
· Higher current liabilities – more short-term debt.
· Decrease in current assets like cash and receivables.

Ratio analysis is important for businesses to see their financial condition, profitability, efficiency, liquidity and how they use their money. It also helps businesses see if they have been growing comparative to the previous year and to see where any further improvements can take place (GeeksforGeeks, 2023).


Ford Sustainability
Through long-term projects and open reporting, Ford is committed to sustainability. They have been supporting the UN Sustainable Development Goals, addressing human rights, and tackling climate change for the past 25 years by aligning business activities with social and environmental objectives. Ford demonstrates outstanding climate leadership by being the first American carmaker to sign the Paris Climate Agreement. They demonstrated their dedication to a more sustainable and fair transport future in 2023 by releasing an Integrated Sustainability and Financial Report and a Climate Change Report outlining their road to carbon neutrality and climate risk measures (Ford, 2025). Ford collaborates with other companies to enhance its technological capabilities and market reach. For example, it relies on Volkswagen's MEB platform for new EV models like the upcoming Explorer and Capri SUVs (Normand, 2024). A strong opportunity for Ford’s sustainability would be to accelerate EV adoption. Even while Ford is making EV investments, quickening the shift might improve the company's standing in the changing car industry. This change could also be facilitated by investments in battery technology and charging infrastructure. 


Recommendations
As Ford’s profitability ratios are declining, they should: 
· Controlling costs- Cut unnecessary spending to improve efficiency.
· Pricing strategy and review- Reassess pricing and value proposition to improve revenue.
· Optimizing its product line- Cut out unprofitable products to save money on materials and manufacturing.
· Operational efficiency- Invest in automation, streamline supply chains.
As Ford’s liquidity ratios are also declining, they should:
· Improving cash flow- Speed up receivables and negotiate better payment terms with suppliers.
· Reduce short-term debt- Aim for longer terms where possible.
· Build cash reserves- Increase working capital through equity, asset sales and improved sales.


Conclusion
In summary, Ford’s financial ratio analysis shows a mixed performance over the 2022/2023 period. While the decline in profitability and liquidity shows challenges in strong earning and maintaining short-term in financial stability, the improvement in efficiency ratios is a positive indicator of operational management and use of resources. The increased efficiency shows that Ford is doing well in managing its operations and maximising its asset use, which can support future profitability if it’s maintained. However, for Ford to improve its profitability and liquidity they should control costs, growing revenue and optimising working capital. These efforts will be crucial for ensuring long-term resilience and supporting the company’s sustainability and innovation goals in a competitive automotive industry.
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