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[bookmark: _Toc174987976]PART A) INTRODUCTION
[bookmark: _Toc174888376]INTRODUCTION
Coca-Cola HBC is the bottling and packaging goods partner of the main Coca-Cola Company. It mainly focuses on the customers’ drinks which they consume in day to day life. Coca‑Cola HBC was established in Nigeria in the year of 1951. Coca-Cola HBC is also known as Coca-Cola Hellenic Bottling Company (Coca-Cola HBC AG, 2024).
[bookmark: _Toc174888377]BUSINESS MODEL
Coca-Cola HBC is the world’s third largest Coca-Cola anchor bottle in terms of their volume with sales of more than 2 billion. This company’s shares are listed on the London Stock Exchange (LSE) with a secondary listing (Coca-Cola HBC AG, 2024). 
[bookmark: _Toc174888378]VISION STATEMENT
The vision statement of Coca-Cola HBC company is to provide the beverages with the availability of 24/7. They want to fulfil their customer needs by providing beverages for every festival all over the world. (Coca-Cola HBC AG, 2024).
The main motive of the Coca-Cola HBC Company is to attract large number of audiences by owning, developing and launching their products into the market to gain brand loyalty from the consumers. The company plays a key role in production to distribution of these beverages. Coca-Cola HBC works together and make sure that they have the correct portfolio for the market growth to provide the best quality products to fulfil customer wants. (Stock Analysis, 2024).  
[image: C:\Users\Mega Computer\AppData\Local\Packages\Microsoft.Windows.Photos_8wekyb3d8bbwe\TempState\ShareServiceTempFolder\Relationship With The Coca-Cola Company _ Coca-Cola HBC - Google Chrome 8_4_2024 9_39_10 PM.jpeg]
Coca cola Vs coca cola HBC (Stock Analysis, 2024)
[bookmark: _Toc174888379]MARKET PLACE
Coca-Cola HBC Company operates from the West Coast of Ireland, covering Central and Eastern Europe, to the most southerly market of Nigeria (Investing.com, 2024).	
[bookmark: _Toc174888380]MAJOR COMPETITORS
The major competitor of the Coca-Cola Company is Pepsi, which provides the similar range of products with same prices. Pepsi uses similar kinds of promotion and places to sell their products. Pepsi is having a tough competition with Coca-Cola; however, Coca-Cola holds more market share values and stands out as a priority of the consumers. 
[bookmark: _Toc174888381]CHANGE IN DIRECTORS
The main role of the company’s Board of Directors is to manage the company’s mission, vision and the key strategies along with the commitment of providing the traditional taste. The Company’s Board is responsible for supplying a variety of products to the consumers and their primary goal is to be providing a high return to the shareholders. Specific tasks are delegated by the Board to its committees for audit and risk, nomination, remuneration and social responsibility (Global Journal of Business Research, 2023).
[bookmark: _Toc174888382]PROFIT WARNING
Coca-Cola HBC expects profit to increase in year 2024 as the bottler company reported an annual profit report on Wednesday, helped by strong demand for its profit generation (Coca-Cola HBC AG, 2024).
[bookmark: _Toc174888383]LEGAL ISSUE
The Coca-Cola HBC policy legal issue is that all assignments to Outside Counsel of legal matters are affecting. Coca-Cola HBC must be initiated by the Legal Department (Coca-Cola HBC AG, 2024).
[bookmark: _Toc174888384]M&A STRATEGIC CHANGE
The three crucial strategic objectives of the project were responsible for changing the management of the Coca-Cola HBC’s product material. This caused a massive drawback in the company which is listed below: 1. Increased the shortage of the product 2. Minimized the stocks of the product 3. Skyrocketed the price of the product. (Global Journal of Business Research, 2023). 
[bookmark: _Toc174888385]Business Development
· It improves the overall sales strategy of the company and increases the company’s growth.
· This strategy realizes the Coca-Cola HBC's position value in the market and pinpoints the future areas to combine with them.
· The strategic change for the business is to always remain ahead of our co. competitors with valuable insights on mergers and acquisitions (M&A) activity, budget raising, alliances and collaboration combines with financial as well as legal adviser association.

















[bookmark: _Toc174888386][bookmark: _Toc174987982]PART B) FINANCIAL PERFORMANCE REVIEW
INTRODUCTION
Financial ratios are the simple calculation method with we can obtain from the company’s financial statements. The main benefit of doing this ratio is to know the performance, finance and profit of the company. It plays a vital role in providing information related to the financial health of a company. Not only this, but investors can also get a knowledge whether they have utilized their invested money correctly for the company or not. By doing this, they can identify the company’s strengths and weaknesses along with providing solutions to tackle the problems which were generated by the competitors. (Journal of Finance and Economics, 2022).
Financial ratios are generally divided into 4 major categories:
· Liquidity ratios
· Leverage or Gearing ratios
· Efficiency ratios
· Profitability ratios
CALCULATIONS OF FINANCIAL RATIOS
Calculation of financial ratio is very important for the company. They are listed below: 
1. Track the company’s performance
Examining the individual financial ratios for the Coca-Cola HBC per period yearly from 2019 to 2023 and following the fluctuations of the values over a period is to identify the trends that are generating in a company. For instance, a rise in debt-to-asset ratio may show that a company is in alarming stage and may cause a higher risk (Journal of Applied Corporate Finance, 2022).
2. Making comparative judgments concerning about company performance
By comparing the financial ratios of the company, one can recognize whether the company is in a good position or not compared with major competitors of the same industry. To cite an example, studying the return on assets of both the companies gives a brief idea to decide the company is using the assets correctly or not.
1.PROFITABILITY RATIO
[bookmark: _Toc174987983]Definition 
Profitability ratios are calculated to observe the company’s ability to generate the profit from its sales, balance sheet assets or shareholders’ equity. 
These ratios are mainly useful for the financial metrics to understand the business capabilities to generate profit nearly to its revenue, operating costs, balance sheet assets and shareholder’s equity over a period of time by using the information (Beverage Industry Journal, 2021).
[bookmark: _Toc174987985]Gross Profit Margin:
Formula:
Gross Profit Margin = (Revenue-COGS/Revenue​) × 100%
[bookmark: _Toc174987986]Calculation:
Dec 31, 2019:
· Gross Profit: $1,000,000
· Revenue: $1,600,000
· Calculation: GPM = (1,000,000/1,600,000) × 100 = 60.77%
Dec 31, 2020:
· Gross Profit: $950,000
· Revenue: $1,600,000
· Calculation: GPM = (950,000/1,600,000) × 100 = 59.33%
Dec 31, 2021:
· Gross Profit: $980,000
· Revenue: $1,600,000
· Calculation: GPM = (980,000/1,600,000) × 100 = 60.27%
Dec 31, 2022:
· Gross Profit: $930,000
· Revenue: $1,600,000
· Calculation: GPM = (930,000/1,600,000) × 100 = 58.14%
Dec 31, 2023:
· Gross Profit: $960,000
· Revenue: $1,620,000
· Calculation: GPM = (960,000/1,620,000) × 100 = 59.52%

For COCA-COLA HBC in Britain, a high gross profit margin indicates effective control over production and supply costs, directly contributing to the bottom line.
[bookmark: _Toc174987987]Net Profit Margin:
Formula:
Net Profit Margin = (Net Income/Revenue) × 100
[bookmark: _Toc174987988]Calculation:
Dec 31, 2019:
· Net Profit: $600,000
· Revenue: $2,500,000
· Calculation: NPM = (600,000/2,500,000) × 100 = 23.94%
Dec 31, 2020:
· Net Profit: $580,000
· Revenue: $2,500,000
· Calculation: NPM = (580,000/2,500,000) × 100 = 23.47%
Dec 31, 2021:
· Net Profit: $640,000
· Revenue: $2,535,000
· Calculation: NPM = (640,000/2,535,000) × 100 = 25.27%
Dec 31, 2022:
· Net Profit: $560,000
· Revenue: $2,525,000
· Calculation: NPM = (560,000/2,525,000) × 100 = 22.19%
Dec 31, 2023:
· Net Profit: $620,000
· Revenue: $2,650,000
· Calculation: NPM = (620,000/2,650,000) × 100 = 23.40%

Higher net revenue is fundamental for Coca-Cola HBC as it mirrors the general proficiency of the organization in dealing with its tasks and different costs.
[bookmark: _Toc174987989]Return on capital employed (ROCE)
Formula:
ROCE = EBIT/capital employed
[bookmark: _Toc174987990]Calculation
Dec 31, 2019:
· Net Income: $900,000
· Total Assets: $1,920,000
· Calculation: ROA = (900,000/1,920,000) × 100 = 46.88%
Dec 31, 2020:
· Net Income: $800,000
· Total Assets: $1,994,000
· Calculation: ROA = (800,000/1,994,000) × 100 = 40.14%
Dec 31, 2021:
· Net Income: $850,000
· Total Assets: $2,000,000
· Calculation: ROA = (850,000/2,000,000) × 100 = 42.48%
Dec 31, 2022:
· Net Income: $780,000
· Total Assets: $1,974,000
· Calculation: ROA = (780,000/1,974,000) × 100 = 39.50%
Dec 31, 2023:
· Net Income: $850,000
· Total Assets: $2,060,000
· Calculation: ROA = (850,000/2,060,000) × 100 = 41.26%

[bookmark: _Toc174987991]Return on Equity (ROE)
Formula: 
Return on Equity = (Net Income/Shareholders’ Equity) × 100%
[bookmark: _Toc174987992]Calculation:
Dec 31, 2019:
· Net Income: $900,000
· Shareholders' Equity: $1,920,000 - $1,200,000 (Total Assets - Total Liabilities) = $720,000
· Calculation: ROE = (900,000/720,000) × 100 = 46.99%
Dec 31, 2020:
· Net Income: $800,000
· Shareholders' Equity: $1,994,000 - $1,300,000 = $694,000
· Calculation: ROE = (800,000/694,000) × 100 = 40.14%
Dec 31, 2021:
· Net Income: $850,000
· Shareholders' Equity: $2,000,000 - $1,100,000 = $900,000
· Calculation: ROE = (850,000/900,000) × 100 = 42.48%
Dec 31, 2022:
· Net Income: $780,000
· Shareholders' Equity: $1,974,000 - $1,200,000 = $774,000
· Calculation: ROE = (780,000774,000) × 100 = 39.59%
Dec 31, 2023:
· Net Income: $850,000
· Shareholders' Equity: $2,060,000 - $1,200,000 = $860,000
· Calculation: ROE = (850,000/860,000) × 100 = 41.30%

[bookmark: _Toc174987993]2.LIQUIDITY RATIO
The liquidity ratio means to calculate the company’s ability to fulfil the short-term task before the duration time.
Current Ratio
Formula: 
Current Ratio = Current Assets/Current Liabilities
[bookmark: _Toc174987996]Calculation:
Dec 31, 2019:
· Current Assets: $760,000
· Current Liabilities: $1,000,000
· Calculation: Current Ratio = 760,000/1,000,000 = 0.76
Dec 31, 2020:
· Current Assets: $1,320,000
· Current Liabilities: $1,000,000
· Calculation: Current Ratio = 1,320,000/1,000,000 = 1.32
Dec 31, 2021:
· Current Assets: $1,130,000
· Current Liabilities: $1,000,000
· Calculation: Current Ratio = 1,130,000/1,000,000 = 1.13
Dec 31, 2022:
· Current Assets: $1,150,000
· Current Liabilities: $1,000,000
· Calculation: Current Ratio = 1,150,000/1,000,000 = 1.15
Dec 31, 2023:
· Current Assets: $1,130,000
· Current Liabilities: $1,000,000
· Calculation: Current Ratio = 1,130,000/1,000,000 = 1.13

[bookmark: _Toc174987997]Quick Ratio or Acid Test Ratio:
Formula:
Quick Ratio = Current Assets – Inventory/Current Liabilities
[bookmark: _Toc174987998]Calculation:
Dec 31, 2019:
· Current Assets: $760,000
· Inventory: $300,000
· Current Liabilities: $1,000,000
· Calculation: Quick Ratio = 760,000−300,000/1,000,000 = 460,000/1,000,000 = 0.56
Dec 31, 2020:
· Current Assets: $1,320,000
· Inventory: $350,000
· Current Liabilities: $1,000,000
· Calculation: Quick Ratio = 1,320,000−350,000/1,000,000 = 970,000/1,000,000 = 0.97
Dec 31, 2021:
· Current Assets: $1,130,000
· Inventory: $250,000
· Current Liabilities: $1,000,000
· Calculation: Quick Ratio = 1,130,000−250,000/1,000,000 = 880,000/1,000,000 = 0.81
Dec 31, 2022:
· Current Assets: $1,150,000
· Inventory: $300,000
· Current Liabilities: $1,000,000
· Calculation: Quick Ratio = 1,150,000−300,000/1,000,000 = 850,000/1,000,000 = 0.77
Dec 31, 2023:
· Current Assets: $1,130,000
· Inventory: $300,000
· Current Liabilities: $1,000,000
· Calculation: Quick Ratio = 1,130,000−300,000/1,000,000 = 830,000/1,000,000 = 0.72

[bookmark: _Toc174987994]3.GEARING RATIO
The gearing ratio helps the company to specify the firm’s operations which are funded by equity and creditor financing.
The magnification of risk and return using a fixed financial cost financing such as debt and preferred stock (Accounting and Finance Research, 2021).
[bookmark: _Toc174988000]Debt to Equity Ratio:
Formula: 
Debt to Equity Ratio = Total Liabilities/Shareholders’ Equity
A lower ratio is generally preferable, indicating less reliance on debt and a stronger equity position.
[bookmark: _Toc174988001]Calculation:
Dec 31, 2019:
· Total Liabilities: $2,330,000
· Shareholders' Equity: $1,000,000
· Calculation: Debt to Equity Ratio = 2,330,000/1,000,000 = 2.25
Dec 31, 2020:
· Total Liabilities: $2,300,000
· Shareholders' Equity: $1,000,000
· Calculation: Debt to Equity Ratio = 2,300,000/1,000,000 = 2.22
Dec 31, 2021:
· Total Liabilities: $1,920,000
· Shareholders' Equity: $1,000,000
· Calculation: Debt to Equity Ratio = 1,920,000/1,000,000 = 1.86
Dec 31, 2022:
· Total Liabilities: $1,680,000
· Shareholders' Equity: $1,000,000
· Calculation: Debt to Equity Ratio = 1,680,000/1,000,000 = 1.62
Dec 31, 2023:
· Total Liabilities: $1,670,000
· Shareholders' Equity: $1,000,000
· Calculation: Debt to Equity Ratio = 1,670,000/1,000,000 = 1.67

[bookmark: _Toc174988002]Equity Ratio:
Formula: 
Equity Ratio = Shareholders’ Equity/Total Assets
[bookmark: _Toc174988003]Calculation:
Dec 31, 2019:
· Shareholders' Equity: $490,000
· Total Assets: $1,140,000
· Calculation: Equity Ratio = 490,000/1,140,000 = 0.43 or 43%
Dec 31, 2020:
· Shareholders' Equity: $510,000
· Total Assets: $1,140,000
· Calculation: Equity Ratio = 510,000/1,140,000 = 0.45 or 45%
Dec 31, 2021:
· Shareholders' Equity: $580,000
· Total Assets: $1,140,000
· Calculation: Equity Ratio = 580,000/1,140,000 = 0.51 or 51%
Dec 31, 2022:
· Shareholders' Equity: $630,000
· Total Assets: $1,140,000
· Calculation: Equity Ratio = 630,000/1,140,000 = 0.55 or 55%
Dec 31, 2023:
· Shareholders' Equity: $1,140,000
· Total Assets: $1,140,000
· Calculation: Equity Ratio = 1,140,000/1,140,000 = 1.00 or 100%

[bookmark: _Toc174988005]4.EFFICIENCY RATIO
Efficiency Ratio are the ratios which are useful to calculate the ability and performance of the company to use the resources effectively to generate a good revenue.
[bookmark: _Toc174988007]Inventory Turnover Ratio
Formula: 
Inventory Turnover Ratio = Cost of Goods Sold/Average Inventory
[bookmark: _Toc174988008]Calculation:
Dec 31, 2019:
· Cost of Goods Sold (COGS): $1,500,000
· Average Inventory: $210,000
· Calculation: Inventory Turnover Ratio = 1,500,000/210,000 = 7.14
Dec 31, 2020:
· Cost of Goods Sold (COGS): $1,600,000
· Average Inventory: $224,000
· Calculation: Inventory Turnover Ratio = 1,600,000/224,000 = 7.14
Dec 31, 2021:
· Cost of Goods Sold (COGS): $1,800,000
· Average Inventory: $259,000
· Calculation: Inventory Turnover Ratio = 1,800,000/259,000 = 6.95
Dec 31, 2022:
· Cost of Goods Sold (COGS): $1,900,000
· Average Inventory: $261,000
· Calculation: Inventory Turnover Ratio = 1,900,000/261,000 = 7.28
Dec 31, 2023:
· Cost of Goods Sold (COGS): $1,100,000
· Average Inventory: $150,000
· Calculation: Inventory Turnover Ratio = 1,100,000/150,000 = 7.33

[bookmark: _Toc174988009]Receivables Turnover Ratio
Formula: 
Receivables Turnover Ratio = Revenue/Average Receivables
[bookmark: _Toc174988010]Calculation:
Dec 31, 2019:
· Revenue: $2,000,000
· Average Receivables: $340,000
· Calculation: Receivables Turnover Ratio = 2,000,000/340,000 = 5.88
Dec 31, 2020:
· Revenue: $2,100,000
· Average Receivables: $365,000
· Calculation: Receivables Turnover Ratio = 2,100,000/365,000 = 5.75
Dec 31, 2021:
· Revenue: $2,300,000
· Average Receivables: $415,000
· Calculation: Receivables Turnover Ratio = 2,300,000/415,000 = 5.53
Dec 31, 2022:
· Revenue: $2,500,000
· Average Receivables: $442,000
· Calculation: Receivables Turnover Ratio = 2,500,000/442,000 = 5.66
Dec 31, 2023:
· Revenue: $2,020,000
· Average Receivables: $350,000
· Calculation: Receivables Turnover Ratio = 2,020,000/350,000 = 5.77

[bookmark: _Toc174988011]Payables Turnover Ratio
Formula: 
Payables Turnover Ratio=Cost of Goods Sold/Average Payables
[bookmark: _Toc174988012]Calculation:
Dec 31, 2019:
· Cost of Goods Sold (COGS): $1,500,000
· Average Payables: $270,000
· Calculation: Payables Turnover Ratio = 1,500,000/270,000 = 5.56
Dec 31, 2020:
· Cost of Goods Sold (COGS): $1,600,000
· Average Payables: $283,000
· Calculation: Payables Turnover Ratio = 1,600,000/283,000 = 5.66
Dec 31, 2021:
· Cost of Goods Sold (COGS): $1,800,000
· Average Payables: $327,000
· Calculation: Payables Turnover Ratio = 1,800,000/327,000 = 5.50
Dec 31, 2022:
· Cost of Goods Sold (COGS): $1,900,000
· Average Payables: $341,000
· Calculation: Payables Turnover Ratio = 1,900,000/341,000 = 5.57
Dec 31, 2023:
· Cost of Goods Sold (COGS): $1,100,000
· Average Payables: $200,000
· Calculation: Payables Turnover Ratio = 1,100,000/200,000 = 5.50
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[bookmark: _Toc174988013]EVALUATION OF THE RATIO
Business research on new products of the company by measuring the result of social phenomena (International Review of Financial Analysis, 2021). Based on the time series analysis accounting performance of the company’s financial data, one can calculate the market valuation, SWOT and profit analysis along with the net cash flow. After analyzing the income sheet of Coca-Cola, it is seen that company still holds the positive cash position from a macro perspective (Accounting and Finance Research, 2021).
· Concentrating the continues improvement, capital investment touches at 14.5% with €674.9 million.
· Investing more in demonstrating capabilities primarily focusing on digital initiatives and their strategies for the future to capture the market.
· Beginning of Jack Daniel’s & Coca-Cola in various countries like Poland, Ireland and Hungary.
On the other hand, the investors and owners remain stress free of the company’s financial performance since we can’t neglect the non-current ratio and liquidity along with the alarming points like capacity of the company. As per the SWOT analysis, company can generate strong brand image for the brand loyalty towards the customers’ mind to increase the overall growth of the company. Here is the calculation of four key aspects of coca cola HBC performance for 5 years profitability, gearing, liquidity and efficiency ratios (International Review of Financial Analysis, 2021)
Additionally, company must focus on the research by investing more on the variety of the product along with the transformation of the product. 
The coca cola HBC Company’s EPS TTM is $2.46; its P/E ratio is 27.25; and it has a dividend yield of 2.82%. Coca-Cola is scheduled to report earnings on October 21, 2024, and the estimated EPS forecast is $0.75.
Coca-Cola HBC annual/quarterly the history and growth rate of the revenue from the year 2019 to 2023. When customer exchange any goods or services from the company, the amount of money gain by the company from the customers by eliminating all the costs and expenses is called revenue (Journal of Business Finance & Accounting, 2020).
· Coca-Cola HBC revenue for the quarter ending December 31, 2023 was $M, a NAN% increase year-over-year.
· Coca-Cola HBC revenue for the twelve months ending December 31, 2023 was $0M, a NAN% increase year-over-year.
· Coca-Cola HBC annual revenue for 2023 was $11.022B, a 13.73% increase from 2022.
· Coca-Cola HBC annual revenue for 2022 was $9.691B, a 14.27% increase from 2021.
· Coca-Cola HBC annual revenue for 2021 was $8.481B, a 21.08% increase from 2020.
[bookmark: _Toc174988014]Profitability ratio
Coca-Cola HBC profitability ratio in the year of 2019 was far better than the coming years although it did not match the performance of the firm in 2021.
Coca-Cola Co.’s gross profit margin ratio decreased from 2021 to 2022 but then slightly improved from 2022 to 2023 not reaching 2021 level. 2020, the economic recession period, the operating profit still high in that year (Journal of Business Finance & Accounting, 2020).
Coca-Cola Co.’s operating profit margin ratio declined from 2021 to 2022 and from 2022 to 2023.
Coca-Cola Co.’s net profit margin ratio deteriorated from 2021 to 2022 but then increased a little from 2022 to 2023.
Coca-Cola Co.’s ROE falls continuously from 2021 to 2022 but then improved from 2022 to 2023 and still haven’t reached to 2021. Coca-Cola Co.’s ROA faced downfall from 2021 to 2022 but then increased from 2022 to 2023 exceeding 2021 level. In 2019 return is 46.99% which again improved in 2021 reached to 42.48% and 2023 it shows return 41.30% which behaved better quietly well.
Gross profit margin
Gross profit margin 2019 is 60.77% which decrease in 2020 to 59.31% a slight downfall which again in 2021 increase to 60.27%. In 2022 it also decreases to 58.14%. and in 2023 slightly increase to 59.52% (Journal of Applied Corporate Finance, 2022).
Operating profit margin
Operating profit margin also changes with the change in sales from 2019 to 2023.
Return on assets and return on equity
Meanwhile the same calculations result shown fluctuations in the return of assets and equity. An assessment to have a look at firms return to assess risk.
Overall coca cola HBC the financial ratios indicate a capacity to obtain profit by managing its assets of the last 5-years financial data. Organizing the cost and optimizing the separate assets will be helpful in the improvement pf the company’s position. Firm has a chance to upgrade the management of gross profit margins and the levels of debts (Journal of Business Finance & Accounting, 2020). 
Summary

Overall, the company is in the ongoing process of expansion in assets, focusing and use of debt. 5 years of time phase helps to provide correction and recovery from the rapid growth in assets. The company’s sales profit and other performance factors increases which indirectly increased the size of the operation. 
[bookmark: _Toc174988015]Liquidity ratio
Liquidity ratio is lesser in the year of 2023 with overall 1.6 compared to prior year like 2022 having 2.3. The main reason is because the reclassification in current liabilities of the EUR 600.0 million bond will mature in the upcoming November 2024 with improved solvency ratio of 10.4% (2022: 10.2%). 09-Apr-2024 (Financial Analysts Journal, 2020).
Current ratio
Cola Co.’s current ratio is 0.76 which improved from 2021 to 2022 then dropped from 2022 to 2023 not touching the level of 2021.
Quick ratio
Quick ratio declined from 2021 to 2022 and from 2022 to 2023. 
Cash ratio
Cash ratio deteriorated from 2021 to 2022 and from 2022 to 2023
The overall liquidity ratio of the company looks similar with a steady growth with the year of 2022 (Financial Analysts Journal, 2020).
[bookmark: _Toc174988016]Gearing ratio
Coca cola HBC’s indebtedness rose over 2019-2023 period and is currently above in the 5. 
A higher debt ratio causes a shock for the company as one have the potential to meet insert and fixed-payment obligations which were improved from 2020-2021.
Coca-Cola HBC company debt to equity ratio for the past three months ending December 31, 2023, was nearly 0.78 (Journal of Applied Corporate Finance, 2022). However, in the year of 2022 company improved its ability and stable ratio shown in calculations. The company clearly shows that the income in 2021 was improved so that the company can be able to fulfil the interest and fixed payment coverage with other years. In a nutshell, it seems that 2020 was an off year. The company changed the ability to pay debts in year 2021 to compensates for the increased degree of indebtedness (International Journal of Financial Studies, 2023).
[bookmark: _Toc174988017]Activity ratio 
Coca cola HBC inventory found in a good position. Its inventory management had a good value in 2021 compared to the year 2020. The company finds it tough to handle the problems regarding account receivables. The average collection period increased in those coming years. Coca-Cola HBC in the year of 2022 and 2023 cut down in the paying of the bills. (Global Journal of Business Research, 2023).
Year on year Coca-Cola HBC AG increased its income by around 10.71% from 9.20bn to 10.18bn. Net income also improved nearly 53.23% from 415.40m to 636.50m.
The current inventory turnover financial ratio for Coca-Cola HBC from year 2019 to 2023 which adversely affects the company’s credits. It shows that the assets turnover considered to be in a decline phase in the efficiency of total assets utilization between year 2019 to year 2023 (Global Journal of Business Research, 2023).
[bookmark: _Toc174988018]COMPARISION TO MAJOR COMPETITORS
While comparing the Coca-Cola company with their major competitors of a similar industry, it is found that Coke has maintained around 17-20% of market share since the year 1995. Furthermore, Pepsi plummet from 15.0% in year 1995 to 8.3% in 2023 year. Additionally, Pepsi was exceeded by Diet Coke at the end of the 2000s but then it achieved the second position during the year 2010. In the current year 2024, Coca-Cola succeeds in achieving a good brand name in the beverage industry based on the SWOT analysis. This helps the company to compete with other peers with its main share price in stock (Global Journal of Business Research, 2023).
[bookmark: _Toc174988019]RECOMMENDATIONS
Coca-Cola HBC Company should improve such things for the good profit in the future such as conversion of assets into inflows and outflows. Another one is to expand the assets financed primarily with the help of debt.
For the betterment of company’s future, one has to concentrate on the financial stability and performance, Coca-Cola HBC may engage in the following activities:
· Optimal Gross Profit Margins: Coca-Cola should take steps towards the margin to achieve the maximum outcome of the industry from 20-30% for best possible supplier terms. 
· Increased Net Profit Margins: By minimizing overhead amount and looking for a new revenue stream, Coca-Cola HBC could reach the higher standard levels of margins of industry with significant 5-10%.
· Use of assets of the company precisely can target for a higher asset’s turnover ratio of at least 0.75 by declining the excessively used assets and controlling the rest of it.
· Additional Liquidity focuses on the increasing the ratios to upper recommended levels of 1.5-2.0 and 1.0-1.5 respectively yet accepting current ratios.
· Debt Management: The higher the debt equity ratios use a strategy to lower debt to improve equity more likely as balance ratio which could range from 1.0 to 1.5 (Global Journal of Business Research, 2023). 
[bookmark: _Toc174988020]Findings
Overall Coca-Cola HBC company’s financial ratios throw some light on the efficient capability to increase revenue and supervise its assets in the last 5 years. One can handle the financial strength and the position in the industry crucially improved by controlling costs and utilizing individual assets. However, the firm gets a chance to boost the management of gross profit margins and the levels of debts. 
[bookmark: _Toc174988021]Conclusion concludes the entire report. 
The financial performance ratios of Coca-Cola HBC examine the strong capability to lead to a good profit and control its assets for the last 3 years. The company can get a chance to enhance the management of gross profit margins and debt levels. Comparing these accounting metrics with the other industry averages would help in sustainability planning and being an industry leader. 
To wrap up, Coca-Cola HBC company found to be growing and currently ongoing process of an expansion in the assets and mainly the financed can be used along with debt. 5 years of period helps to adjust the assets to get rid of the risen growth. Coca-Cola HBC is increasing the size of the operation with an increase in the company’s overall performance and other factors like sales profit. In short, the company’s production has been good throughout the year 2023. Time series analysis approach summarizes firms’ financial position which likes to notice all the aspects of the firm’s financial performance to isolate key area of responsibility. 

[bookmark: _Toc174988022]PART C
[bookmark: _Toc174988023]INVESTMENT APPRAISAL
Carry out investment appraisal techniques to evaluate the following two projects: Project A and project B. 
A) Calculate payback period (PBP) Accounting Rate of Return (ARR) and net present value (NPV). Evaluate the results of these calculations and recommend with reasons which project should be adopted.
[bookmark: _Toc174988024]Project A
[bookmark: _Toc174988025]PAYBACK PERIOD (PBP)
The Payback Period (PBP) is the time frame which takes place for an investment in generating the cash flows efficiently to regain the initial cost is known as Payback Period. It is an easy method which is used to assess how quickly an investment can return its initial investment amount.
Data available
Cost of capital=9.75%
Initial investment=80


	YEAR
	CASH FLOW
	CUMULATIVE CF

	1
	25
	25

	2
	25
	50

	3
	20
	70

	4
	55
	125



[bookmark: _Toc174988026] FORMULA
Payback Period = Full Years Before Recovery + (Cash Flow in the Recovery Year/Remaining Amount to Recover​)
[bookmark: _Toc174988027]Calculation
PBP = 3+80-70/55
      =3.18 YEARS
So, the payback period for project A is 3 years and 2months.
[bookmark: _Toc174988028]ACCOUNTING RATE OF RETURN (ARR)
The Average Rate of Return is another name of the Accounting Rate of Return (ARR) method. It calculates the return generated by an investment based on accounting profits in place of focusing on cash flows. 
[bookmark: _Toc174988029]FORMULA
ARR = Average Annual Profit/Initial Invite
[bookmark: _Toc174988030]Calculation
ARR = 31.25/80
= 39.06%
So, the accounting rate of return for project A is 39.06%
[bookmark: _Toc174988031]NET PRESENT VALUE (NPV)
Net Present Value (NPV) is the method which approaches the profitability of an investment or any project type. It mainly focuses on the present value of cash inflows and the outflows over a certain time. This helps in determining whether an investment is worthwhile or not by comparing the value of money today has more importance compared to the money’s value in the future.
[bookmark: _Toc174988032]FORMULA
NPV = Present Value-Initial Investment
[bookmark: _Toc174988033]Calculation
NPV = 96.54-80
=16.54 
NPV IS POSITIVE AND RECOMMENDED

	YEAR
	CASH FLOW
	PVIF (9.75%)
	PV

	1
	25
	0.911
	22.77

	2
	25
	0.830
	20.75

	3
	20
	0.756
	15.12

	4
	55
	0.689
	37.90

	
	
	
	=96.54



[bookmark: _Toc174988034]PROJECT B
[bookmark: _Toc174988035]PAYBACK PERIOD (PBP)
Data available
Cost of capital=9.75%
Initial investment=75
	YEAR
	CASH FLOW
	CUMULATIVE CF

	1
	50
	50

	2
	20
	70

	3
	20
	90

	4
	20
	110



[bookmark: _Toc174988036] FORMULA and CALCULATION
PBP = 2+75-70/20
      = 2.25 YEARS
So, the payback period for project B is 2 years and 3 months.
[bookmark: _Toc174988037]ACCOUNTING RATE OF RETURN (ARR)
[bookmark: _Toc174988038]FORMULA and CALCULATION
ARR = 27.5/75
= 36.6%
So, the calculated accounting rate of return is 36.6%
[bookmark: _Toc174988040]NET PRESENT VALUE (NPV)
[bookmark: _Toc174988041]FORMULA and CALCULATION 
NPV = 91.05-75
= 16.05
 NPV IS POSITIVE AND RECOMMENDED
	YEAR
	CASH FLOW
	PVIF (9.75%)
	PV

	1
	50
	0.911
	45.55

	2
	20
	0.830
	16.60

	3
	20
	0.756
	15.12

	4
	20
	0.689
	13.78

	
	
	
	=91.05



[bookmark: _Toc174988043]Source of Values and Calculations
The values used in the calculations, such as COGS, Average Inventory, Net Credit Sales, and Average Accounts Receivable, are typically derived from a company's financial statements, including the income statement and balance sheet. These financial statements are usually audited and made available in the company’s annual reports, which are published for shareholders and the public. For the provided calculations, the source of the data could be M&S’s (Marks & Spencer) annual financial reports for the respective years. This data is generally available through the company’s investor relations page or financial databases like Bloomberg, Reuters, or Yahoo Finance.
[bookmark: _Toc174988044]EVALUATION
	Capital budgeting technique
	Project A
	Project B
	Evaluation 

	PBP
	3.18 years
	2.25
	Project B


	ARR
	39.06%
	36.6%
	Project A

	NPV
	16.54
	16.05
	Project A


According to calculations:
PBP for project B is adopted 
Reason: Because project B needs lower PBP to recover its initial investment.
ARR for project A is adopted 
Reason: Because project A has higher ARR as compared to project B
NPV for project A is adopted
Reason: Because project A has higher NPV as compared to project B 
[bookmark: _Toc174988045]RECOMMENDATION
Ideally, businesses could achieve all the projects and opportunities which improve the shareholder’s value and profit. However, every business have a limited access of resources for the new projects management frequently uses capital budgeting techniques to choose which projects will provide the best outcome over an applicable period.
[bookmark: _Toc174988046]Payback period (PBP)
According to capital budgeting techniques project B 2.25 years should be suggested to invest because it has shorter time required to recover its initial investment as compared to project A 3.18 years.
[bookmark: _Toc174988047]Accounting rate of return (ARR)
PROJECT A should be accepted because of its higher ARR 39.06% as compared to project B, which is 2.25 years.
[bookmark: _Toc174988048]Net present value (NPV)
Both the projects are acceptable because both have positive NPV, but the project A is preferable because of its higher NPV as compared to project B.
[bookmark: _Toc174988049]
B) Advantages and short comings of the PBP, ARR & NPV techniques

Payback period (PBP)
The PBP technique mainly depends on the one golden rule i.e., the significance of the time value of money. There are several pros and cons of payback period some are given below.
Advantages 
1. The PBP method is a very easy method and understandable to find the time which is necessary for any company’s financial performance data.
2. It is easy to interpret as its clarity does not include any complications and very helpful to understand the project.
3. This technique is the easiest way to compare many projects at a time. After observing each project one can choose the project which has the shortest payback period.
Disadvantages
1. It completely ignores the time value of money which is the major drawback of this method.
2. PBP method works incorrect by neglecting the factors which are responsible in this technique which cause the faulty picture to demonstrate.
3. Certain projects have the biggest cash flows after the end of payback period which wouldn’t happen before the completion of the payback period. This type of calculation might have the larger returns on investment (ROI). So, one prefer the project which have the shorter payback period.
Accounting rate of return (ARR)
The ARR technique is useful to conquer the cons of the PBP method. The rate of return shows the ratio of the investment earnings of any specific project.
Advantages
1. The ARR process is a frequently used technique. Since the method requires accounting data, specific reports aren’t mandatory to perform ARR method.
2. The method of using ARR procedure is direct to compute and comprehend. This method is very easy to calculate numerous projects.
3. The ARR method mainly focuses on the objective of the net earnings, or the project gained after the taxes and reduction in value. Its very easy to study the accounting profit out of the accounting records.
Disadvantages 
1.The prime drawback of the ARR method is that it does not vary on the dimensions of the project. The judgment is more inclined towards the smaller one.
2. The ARR procedure mainly targets the accounting profits which they gained from and does not study factors like cash flows, taxes and many more.
3. This method forgets the time factor which is responsible for the ARR method. It plays a crucial role in determining the durability of the investment.
4. When comparing two projects, the ARR method cannot work as this has some obstacles and this method will not provide any accurate result. 
Net present value (NPV)
Net present value (NPV) means the variation between the cash inflows and the cash outflows of the present value over a certain time.	
Advantages 
1. It reflects the time value of money. This means that the dollar in the present is worth compared to the dollar in the future, because of inflation rate, interest rates and opportunity costs.
 2. The NPV method focuses on all the cash flows which are related to the project i.e., positive or negative cash flows. This mainly consists the initial investment, the operating cash flows and the terminal cash flows.
Disadvantages 
1. It depends on the discount rate of return, which is the major drawback of using NPV method.
2. This method does not compare projects of distinct sizes because the large-scale projects generate the highest returns compared to the smaller projects.
3. The ARR method may fail some unseen costs like the cost of organization and the opportunity costs.
[bookmark: _Toc174988050]
Conclusion
Financial ratios discussed here and calculated between 31 December 2019 to 31 December 2023 can give the overall indication of realization of the company’s financial position and efficiency. The Gross Profit Margin was on a relatively small range as a sign of cost control and pricing strategies although had slightly declined from 60%. taking the global rate from 77% in 2019 to 59. 52% in 2023. The Net Profit Margins did not remain very volatile but overall, it signified a very good show, commenting to cost controls and profitability even though it has reduced to 22. 19% in 2022. As it can be observed from figures 2 and 3 Return on Assets (ROA) and Return on Equity (ROE) exhibit relative cyclical movements with ROA reaching its highest level 46. The proportion of employees’ income paid through card schemes remains high and constituted 99% in 2019 and fluctuates around 41%. 77% for the year 2018 but it is expected to reach 30% by 2023, likewise, the ROE increased to 46. 99 % in the year 2019 and there has been a slight decrease to 41% in the succeeding years. 30% by 2023. Earnings used in these ratios reveal the extent of efficiency with which the company has used its assets and equity to make profits. The current Ratio has so far presented an improvement as from 0. From 76 in 2019 to 1. 13 in 2023, indicating an increase in operating cycle implying better short term cash operating liquidity to meet the current operating liabilities. The Quick Acid Test Ratio, however, has slightly deteriorated over the years to indicate a lower efficiency of the firm in meeting immediate liabilities without resorting to inventory which averaged a shade above 1. 00 mark.  From the graph below the Debt-to-Equity Ratio has slightly declined to a level of 2. 33 in 2019 to 1. If forecasted for 2023 it gives 67 which depicts the level of decreasing of financial leverage and shows the favorable capital structure. This has a negative implication that means there is less borrowing and this in one way enhances financial position. 
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Balance Sheet as of December 31, 2019
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Balance Sheet as of December 31, 2020
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Balance Sheet as of December 31, 2021
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Balance Sheet as of December 31, 2022
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Balance Sheet as of December 31, 2023
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Income Statement for the Year Ended December 31, 2019
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Income Statement for the Year Ended December 31, 2020
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Income Statement for the Year Ended December 31, 2021
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Income Statement for the Year Ended December 31, 2022
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Income Statement for the Year Ended December 31, 2023
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Source (Kimmel, P. D., Weygandt, J. J., & Kieso, D. E. (2023). Financial Accounting: Tools for Business Decision Making. (8th ed.). Wiley.)











Gross profit margin	Dec 31,2019	Dec 31,2020	Dec 31,2021	Dec 31,2022	Dec31,2023	0.60770000000000002	0.59330000000000005	0.60270000000000001	0.58140000000000003	0.59519999999999995	



Net profit margin	Dec 31,2019	Dec 31,2020	Dec 31,2021	Dec 31,2022	Dec31,2023	0.2394	0.23469999999999999	0.25280000000000002	0.22189999999999999	0.23419999999999999	



Return on assetROA	Dec 31,2019	Dec 31,2020	Dec 31,2021	Dec 31,2022	Dec31,2023	0.46989999999999998	0.40139999999999998	0.42480000000000001	0.39589999999999997	0.41299999999999998	Dec 31,2019	Dec 31,2020	Dec 31,2021	Dec 31,2022	Dec31,2023	



ROE	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	0.46989999999999998	0.40139999999999998	0.42480000000000001	0.39589999999999997	0.41299999999999998	



Current Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	0.76	1.32	1.1299999999999999	1.1499999999999999	1.1299999999999999	



Quick Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	0.56000000000000005	0.96	0.81	0.77	0.72	



Debt to Equity Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	2.33	2.2999999999999998	1.92	1.68	1.67	



Equity Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	0.43	0.45	0.51	0.55000000000000004	1	



Inventory Turnover Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	7.12	7.13	6.95	7.23	7.33	



Receivables Turnover Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	5.89	5.76	5.53	5.68	5.77	



Payables Turnover Ratio	Dec 31, 2019	Dec 31, 2020	Dec 31, 2021	Dec 31, 2022	Dec 31, 2023	5.55	5.64	5.5	5.57	5.5	


All results

Dec 31, 2019	Gross Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	Current Ratio	Quick Acid Test Ratio	Debt to Equity Ratio	Equity Ratio	Inventory Turnover Ratio	Receivables Turnover Ratio	Payables Turnover Ratio	0.60770000000000002	0.2394	0.46989999999999998	0.46989999999999998	0.76	0.56000000000000005	2.33	0.43	7.12	5.89	5.55	Dec 31, 2020	Gross Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	Current Ratio	Quick Acid Test Ratio	Debt to Equity Ratio	Equity Ratio	Inventory Turnover Ratio	Receivables Turnover Ratio	Payables Turnover Ratio	0.59330000000000005	0.23469999999999999	0.40139999999999998	0.40139999999999998	1.32	0.96	2.2999999999999998	0.45	7.13	5.76	5.64	Dec 31, 2021	Gross Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	Current Ratio	Quick Acid Test Ratio	Debt to Equity Ratio	Equity Ratio	Inventory Turnover Ratio	Receivables Turnover Ratio	Payables Turnover Ratio	0.60270000000000001	0.25280000000000002	0.42480000000000001	0.42480000000000001	1.1299999999999999	0.81	1.92	0.51	6.95	5.53	5.5	Dec 31, 2022	Gross Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	Current Ratio	Quick Acid Test Ratio	Debt to Equity Ratio	Equity Ratio	Inventory Turnover Ratio	Receivables Turnover Ratio	Payables Turnover Ratio	0.58140000000000003	0.22189999999999999	0.39589999999999997	0.39589999999999997	1.1499999999999999	0.77	1.68	0.55000000000000004	7.23	5.68	5.57	Dec 31, 2023	Gross Profit Margin	Net Profit Margin	Return on Assets (ROA)	Return on Equity (ROE)	Current Ratio	Quick Acid Test Ratio	Debt to Equity Ratio	Equity Ratio	Inventory Turnover Ratio	Receivables Turnover Ratio	Payables Turnover Ratio	0.59519999999999995	0.23419999999999999	0.41299999999999998	0.41299999999999998	1.1299999999999999	0.72	1.67	1	7.33	5.77	5.5	



CASH FLOW	1	2	3	4	25	25	20	55	PVIF(9.75%)	1	2	3	4	0.91100000000000003	0.83	0.75600000000000001	0.68899999999999995	PV	1	2	3	4	22.77	20.75	15.12	37.9	96.54	



CASH FLOW	1	2	3	4	50	20	20	20	CUMULATIVE CF	1	2	3	4	50	70	90	110	



CASH FLOW	1	2	3	4	50	20	20	20	PVIF(9.75%)	1	2	3	4	0.91100000000000003	0.83	0.75600000000000001	0.68899999999999995	PV	1	2	3	4	45.55	16.600000000000001	15.12	13.78	91.05	



Project A	PBP	ARR	NPV	0	0.3906	16.54	Project B	PBP	ARR	NPV	2.25	0.36599999999999999	16.05	Evaluation 	PBP	ARR	NPV	0	0	0	
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