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Introduction  

This report analyses the financial performance and position of Domino’s Pizza Group plc by 

examining its financial statements for the years ending 29 December 2019 and 27 December 

2020. Financial ratio analysis is used to evaluate the company’s profitability, liquidity, and 

financial stability during this period. Ratios such as gross profit margin, net profit margin, 

current ratio, quick ratio, debt ratio and return on assets are calculated using figures from the 

company’s published annual reports. These ratios help to show trends in performance and 

provide insight into how effectively the company is managing its costs, assets, and liabilities. By 

comparing the results between the two years, the report aims to assess whether the financial 

position of Domino’s improved or declined and what this may indicate about the overall 

performance of the business. 

 

Financial Statements Used  

The financial information used in this report has been taken from the published annual reports of 

Domino’s Pizza Group plc for the financial years ending 29 December 2019 and 27 December 

2020. The key financial statements used for the analysis are the Group Income Statement and the 

Group Balance Sheet. These statements provide important information about the company’s 

revenue, profit, assets, and liabilities. The figures taken from these statements have been used to 

calculate a range of financial ratios including profitability, liquidity, and solvency ratios. 

Analysing these financial statements allows a comparison to be made between the two years to 

assess changes in the company’s financial performance and financial position.  
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Financial Ratio Calculations  

The following financial ratios have been calculated using figures from the Domino’s Pizza 

Group plc financial statements for 2019 and 2020. 

 

Ratio  Formula  2019  2020 

Gross Profit 

Margin  

  Gross Profit ÷ 

Revenue ×100 

 

 46.2% 46.8% 

Net Profit Margin   Profit for the period ÷ 

Revenue ×100 
0.6% 7.9% 

Current Ratio  Current Assets ÷ 

Current Liabilities 

 

1.15:1 1.27:1 

Quick Ratio  (Current Assets − 

Inventory) ÷ Current 

Liabilities 

1.05:1  1.19:1 

Debt Ratio  Total Liabilities ÷ 

Total Assets ×100 

 

111.7%  101.5% 

Return on Assets  Profit for the period ÷ 

Total Assets ×100 

 

0.8% 6.7% 

 

Ratio Analysis 

Profitability Analysis 

Profitability ratios measure how effectively a company generates profit from its revenue. The 

gross profit margin increased slightly from 46.2% in 2019 to 46.8% in 2020. This suggests that 

Domino’s maintained good control over its cost of sales despite a small decrease in revenue 
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during the period. A stable gross profit margin generally indicates that a company is managing 

its production and operating costs effectively. 

The net profit margin improved significantly from 0.6% in 2019 to 7.9% in 2020, showing that 

Domino’s overall profitability increased considerably (Domino’s Pizza Group plc, 2021). Net 

profit margin measures how much profit a company earns after all expenses have been deducted 

(Atrill & McLaney, 2019). The improvement suggests that Domino’s became more efficient at 

converting revenue into profit during 2020. However, this may reflect short-term COVID-19 

demand rather than sustainable long-term improvement.  

One explanation for this increase is the impact of the COVID-19 pandemic during lockdown 

periods (Domino’s Pizza Group plc, 2021). During this time, many restaurants were forced to 

close or reduce operations, while takeaway and delivery services experienced higher demand. As 

Domino’s primarily runs through delivery and takeaway services, the company may have 

benefited from changes in consumer behaviour during lockdown periods. 

Liquidity Analysis  

Liquidity ratios measure a company’s ability to meet its short-term financial obligations (Atrill & 

McLaney, 2019), using its current assets. The current ratio increased from 1.15:1 in 2019 to 

1.27:1 in 2020, indicating improved ability to cover short-term liabilities. A ratio above 1 

suggests the company can meet its financial commitments, reflecting stronger short-term 

financial stability. 

Similarly, the quick ratio increased from 1.05:1 in 2019 to 1.19:1 in 2020. As this excludes 

inventory, it provides a more conservative measure of liquidity. This improvement suggests 

Domino’s strengthened its short-term financial position, although this may be temporary as 

trading conditions normalise. 

This improvement may be linked to increased demand for food delivery during the COVID-19 

pandemic, as customers relied more heavily on takeaway services. This likely improved cash 

flow and liquidity, highlighting how external factors positively influenced financial performance. 

Solvency Analysis  

Solvency ratios measure a company’s ability to meet its long-term financial obligations and 

assess financial risk (Atrill & McLaney, 2019). The debt ratio decreased from 111.7% in 2019 to 

101.5% in 2020. Although still above 100%, indicating liabilities exceed assets, the reduction 

suggests a slight improvement in financial stability. 

A high debt ratio indicates reliance on borrowed funds. However, the decrease may suggest 

Domino’s improved its financial position by managing liabilities more effectively or increasing 

its asset base, although the business stays highly leveraged and exposed to financial risk. 
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Return on Assets  

Return on assets (ROA) measures how efficiently a company uses its assets to generate profit 

(Atrill & McLaney, 2019). Domino’s return on assets increased significantly from 0.8% in 2019 

to 6.7% in 2020, indicating a strong improvement in the company’s efficiency. 

This increase suggests that Domino’s was able to generate higher profits from its assets during 

2020, reflecting improved efficiency. However, this may be driven by external demand rather 

than improved asset utilisation alone, particularly due to increased takeaway and delivery 

demand during the COVID-19 pandemic.  

 

Discussion of Overall Financial Performance 

The overall financial performance of Domino’s Pizza Group plc improved between 2019 and 

2020, based on the results of the financial ratio analysis. Using profitability, liquidity and 

solvency ratios offers a structured way to assess how the business performed across the two 

years, directly addressing the requirements of the assignment. 

Profitability improved significantly, particularly in relation to net profit margin and return on 

assets. Using profitability ratio analysis, this indicates that Domino’s became more efficient at 

converting revenue into profit and making better use of its assets. This suggests that the company 

strengthened its operational performance during 2020 (Domino’s Pizza Group plc, 2021). A key 

reason for this improvement is the impact of COVID-19. During 2020, many competitors 

experienced declining sales due to restrictions, while Domino’s delivery-focused model allowed 

it to benefit from increased demand. In practice, this shows how a business model aligned with 

external conditions can create a competitive advantage. 

Liquidity also improved, with both the current and quick ratios increasing. From a theoretical 

perspective, liquidity ratios measure a company’s ability to meet short-term obligations, meaning 

Domino’s improved its short-term financial stability. This suggests reduced financial risk in the 

short term and stronger cash flow management. However, this improvement may partly reflect 

temporary trading conditions during COVID-19, meaning it may not be fully sustainable in the 

long term. 

At the same time, the debt ratio, although reduced, stays above 100%, meaning liabilities still 

exceed assets. Using solvency ratio analysis, this highlights that Domino’s continues to rely 

heavily on debt financing. This suggests that while short-term performance improved, there is 

still a level of long-term financial risk. However, the reduction in the ratio does indicate some 

progress in improving the company’s financial structure. 
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Overall, the ratio analysis shows that Domino’s financial performance improved during 2020, 

mainly due to increased demand during COVID-19 and effective cost management. However, 

some of this improvement may be influenced by external conditions rather than long-term 

structural change, which is important when evaluating future performance. Overall, some of 

these improvements may be temporary rather than long-term structural changes.  

 

Recommendations 

Based on the financial analysis, several recommendations can be made to improve Domino’s 

future financial performance and sustainability, directly addressing the requirements of the 

assignment. 

Firstly, Domino’s should focus on reducing its debt ratio, as a level above 100% indicates a 

higher level of financial risk. From a solvency perspective, lowering reliance on debt would 

improve long-term financial stability. This could be achieved by using retained profits to reduce 

liabilities or restructuring existing debt. This suggests that strengthening the balance sheet would 

make the company more financially secure. 

Secondly, Domino’s should continue investing in its delivery and digital systems. The strong 

improvement in profitability during 2020 shows that its business model is highly effective 

(Domino’s Pizza Group plc, 2021). Particularly during COVID-19. This suggests that 

maintaining and improving online ordering and delivery efficiency will help sustain this 

advantage. In practice, this could support continued growth even as market conditions change. 

Another important area is cost control. Although profitability improved, maintaining a stable 

gross profit margin is essential for long-term success. This suggests that Domino’s should 

continue managing supplier costs, labour and operational efficiency. However, rising costs such 

as wages and supply chain pressures may create challenges, meaning the company must balance 

cost control with maintaining service quality. 

Finally, Domino’s should consider diversifying its revenue streams. The strong performance 

during COVID-19 may not be permanent, and relying heavily on delivery demand could create 

risk. This suggests that expanding product offerings or entering new markets could improve 

long-term resilience. 

Overall, these recommendations aim to strengthen Domino’s financial position by reducing risk, 

maintaining profitability and improving long-term sustainability. 
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Conclusion  

In conclusion, the ratio analysis shows that Domino’s Pizza Group plc improved its financial 

performance between 2019 and 2020. Profitability increased significantly, particularly in terms 

of net profit margin and return on assets, suggesting that the company became more efficient at 

generating profit. 

Liquidity also improved slightly as both the current ratio and quick ratio increased, showing that 

Domino’s has strengthened its ability to meet short-term financial obligations. Although the debt 

ratio stays high, the decrease between the two years suggests some improvement in the 

company’s financial structure. 

Overall, the results suggest that Domino’s performed strongly during 2020 despite the challenges 

created by the COVID-19 pandemic. The company’s focus on delivery and takeaway services 

may have allowed it to adapt successfully to changing consumer behaviour. However, some of 

this performance may be influenced by temporary external conditions, meaning long-term 

sustainability will depend on maintaining efficiency and reducing financial risk.  
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