Financial Ratio Analysis of The Coca-Cola Company
1. Introduction
Financial statement analysis is an essential accounting technique used to assess an organisation's financial performance and position. Ratio analysis is one of the most popular methods that convert financial statement data into a set of relationships that can be used to compare the company's financial performance between different accounting periods. Financial ratios can be used to analyse liquidity, profitability, efficiency and solvency, and they can help managers, investors and creditors make the right decisions (Franklin et al., 2019).

This report provides an analysis of The Coca-Cola Company's (Coca-Cola) financial performance for the two-year period 2023-2024. Coca-Cola was chosen for its prominence as a multinational corporation with publicly available audited financial statements. The analysis encompasses data from Coca-Cola's 2024 Form 10-K and is focused on examining liquidity, profitability, efficiency and solvency ratios. The report will also discuss factors that may have contributed to changes in the company's financial performance and propose recommendations for enhancing Coca-Cola's financial and environmental sustainability.

2. Financial Statement and Ratio Analysis
The company’s financial information was obtained from Coca-Cola’s consolidated financial statements. The company’s net operating revenue grew by about 2.9% in 2024, compared to $45.754 billion in 2023 to $47.061 billion in the previous year. Conversely, the company’s operating income decreased by $11.311 billion to $9.992 billion during the same period (The Coca-Cola Company, 2025). 
Key Financial Ratios for Coca-Cola, 2023–2024
	Ratio
	Formula
	2023
	2024
	Interpretation

	Current ratio
	Current assets ÷ Current liabilities
	1.13:1
	1.03:1
	Decreased

	Quick ratio
	Quick assets ÷ Current liabilities
	0.72:1
	0.72:1
	Stable

	Gross profit margin
	Gross profit ÷ Revenue × 100
	59.52%
	61.06%
	Improved

	Operating profit margin
	Operating income ÷ Revenue × 100
	24.72%
	21.23%
	Declined

	Net profit margin
	Net income ÷ Revenue × 100
	23.42%
	22.59%
	Declined

	Return on assets
	Net income ÷ Average total assets × 100
	11.25%
	10.73%
	Declined

	Debt-to-equity
	Total liabilities ÷ Total equity × 100
	255.36%
	281.25%
	Increased

	Interest cover
	Operating income ÷ Interest expense
	7.41 times
	6.03 times
	Declined

	Asset turnover
	Revenue ÷ Average total assets
	0.48 times
	0.47 times
	Slight decline


Liquidity
The current ratio decreased from 1.13:1 in 2023 to 1.03:1 in 2024. The current ratio measures an organisation's ability to meet short-term liabilities using current assets (Franklin et al., 2019). A decrease therefore indicates that Coca-Cola had a smaller short-term financial safety margin in 2024.
Coca-Cola's current assets declined from $26.732 billion to $25.997 billion, while current liabilities increased from $23.571 billion to $25.249 billion (The Coca-Cola Company, 2025). The increase in current liabilities was particularly influenced by higher accounts payable and accrued expenses.
The quick ratio remained relatively stable at approximately 0.72:1. This indicates that Coca-Cola's most liquid assets were below its current liabilities. However, the ratio should not be interpreted in isolation because Coca-Cola is a large multinational business with substantial recurring operating cash flows. Ratio analysis is most useful when trends are considered alongside the company's industry and wider financial circumstances (Gitman et al., 2026). 
Profitability 
Profitability ratios measure the ability of an enterprise to generate revenues from its resources (Franklin et al., 2019). Coca-Cola’s gross profit grew to $27.234 billion in 2023 to $28.737 billion in 2024, increasing the gross margin from 59.52% to 61.06%. (The Coca-Cola Company) It is a positive sign that demonstrates the company’s ability to maintain revenues while increasing revenues in the current period after the cost of sales. However, the operating profitability of the company decreased, as total operating income dropped to $11.311 billion to $9.992 billion, decreasing the operating profit margin by 24.72% to 21.23%. (The Coca-Cola Company)

Selling, general and administrative expenses jumped from $13.972 billion to $14.582 billion, while other operating charges increased significantly from $1.951 billion to $4.163 billion. Net profit margin also decreased to 22.59% from 23.42%. Thus, although the company was able to generate more revenues, it could not effectively convert it into higher operating and net profits.

The return on assets also decreased to approximately 10.73% from 11.25%, implying that the company’s assets were less profitable in 2024. Assets turnover decreased slightly to 0.47 times from 0.48 times.
solvency
Solvency ratios determine a company's ability to meet its long-term financial obligations. The debt-to-equity ratio for the Coca-Cola Company grew from approximately 255.36% in 2023 to 281.25% in 2024. This computation uses the proportion of total liabilities to total equity, which is a popular metric for evaluating the level of financial leverage (Franklin et al., 2019).

Coca-Cola's total liabilities rose, while the company's total equity fell. Coca-Cola's total equity amounted to $27.480 billion in 2023 to $26.372 billion in 2024, while long-term debt climbed to $35.547 billion to $42.375 billion (The Coca-Cola Company, 2025). (The Coca-Cola Company)

Similarly, the interest cover decreased from 7.41 times to 6.03 times. Even though Coca-Cola was able to pay its interest from its operating income, the trend is disturbing. The company's interest-covering ratio suggests that it is more likely to be unable to meet its obligations since it employs debt to finance its operations (Gitman et al., 2026). 

Reasons for changes in coco colas company 
Coca-Cola's performance in 2024 was mixed - while revenue increased by around 2.9%, operating income declined. One of the key drivers of revenue growth was Coca-Cola's success at raising prices and improving product and geographic mix. Coca-Cola reports that price and product mix have had a positive impact on revenue, whilst foreign currency movements have had an adverse impact (The Coca-Cola Company, 2025). (The Coca-Cola Company)

Coca-Cola's product innovation also contributed to its performance. Coca-Cola Zero Sugar continued to show outstanding growth, reflecting a growing consumer preference for reduced or zero sugar drinks. This highlights the importance of adapting the product mix to evolving consumer trends.

Nevertheless, the increase in operating expenses reduced profitability, as selling, general and administrative expenses rose, while other operating charges more than doubled. Thus, the improvement in the gross margin did not lead to an improvement in operating profitability.

Foreign exchange movements were another factor that impacted Coca-Cola's performance in 2024. As Coca-Cola operates in over 200 countries and territories, changes in exchange rates can have a significant impact on revenue and income when overseas results are converted into US dollars (The Coca-Cola Company, 2025). (The Coca-Cola Company)

Finally, Coca-Cola's bottling and refranchising strategy affected its reported performance. Changes to the company's bottling operations can depress reported revenue, while potentially allowing Coca-Cola to devote more resources to its core brand, marketing and concentrate businesses.
Recommendations for future financial improvements 
Improve cost control 
Coca-Cola Company should continue to enhance the control of operating expenses. Having witnessed the fall in operating profit, despite an increase in revenue, it should be given priority. The management should take a closer look at the administrative expenditure and ensure that marketing and investment expenditure is fruitful.
Strengthen liquidity 
The decrease in the current ratio indicates that Coca-Cola needs to improve its working-capital management. The company can increase liquidity by intensifying efforts to manage receivables, inventories and payables. The need to ensure adequate liquidity is critical since analyses of financial statements can help organisations identify potential short-term financial pressures (Franklin et al., 2019).
Manage financial leverage 
The ratio of debt to equity has increased, which requires cocoa-cola to moderate additional borrowings. Therefore, future borrowings should be used to finance profitable investments that provide stable cash flow. The company’s management should pay particular attention to the interest coverage ratio and make sure that the company’s interest expenses do not eat up the company’s profits in the future.
Invest in sustainable options 
Financial sustainability should be integrated with environmental sustainability. Coca-Cola has developed 2035 environmental goals relating to water security, packaging and emissions. For instance, the company is committed to returning 100% of the water used in each of more than 200 high-risk locations and to use 35–40% recycled material in primary packaging (The Coca-Cola Company, 2024). (Coca-Cola Company)

Further investment in water efficiency, recyclable packaging and resource efficiency will decrease environmental risks while also reducing long-term costs of operations. Sustainability investment can therefore be beneficial to both corporate responsibility, long-term business resilience.


Conclusion 
The ratio analysis indicates that Coca-Cola was a healthy global organisation financially in 2024, although several financial indicators deteriorated when compared to the previous year. Revenue grew and the gross profit margin improved to demonstrate the effectiveness of Coca-Cola's pricing and product mix. However, the operating profit margin and the net profit margin decreased as increased operating expenses and other charges negated the improvement in gross profitability.

The liquidity position weakened as the current ratio decreased from 1.13:1 to 1.03:1. In contrast, the financial leverage increased considerably as the debt-to-equity ratio grew from approximately 255% to 281%. Interest cover also decreased. These developments suggest that Coca-Cola should focus more on cost control, working capital management and responsible debt management.

Ratio analysis has therefore proved a useful tool to assess Coca-Cola's financial performance, as it highlights changes that would not be obvious at first glance from simply analysing the figures in the financial statements. However, ratios are historical figures and should therefore be analysed in conjunction with industry trends, management decisions, and economic conditions (Gitman et al., 2026). (OpenStax)

In summary, Coca-Cola's 2024 performance can be characterized as mixed but fundamentally healthy. The company was able to increase revenues and maintain strong profitability, but declining operating margins, liquidity and interest coverage highlight areas where management should focus its efforts. Balancing cost control with continued investment in sustainable products, packaging and water management will enable Coca-Cola to strengthen its long-term financial and environmental performance.
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