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Financial analysis 
Introduction
For this assignment I have chosen Kingfisher plc, which owns B&Q. I picked this because I work in landscaping, so it links to the type of work I understand and the kind of products they sell.
[bookmark: _Int_tzU4l1DO]This report looks at two years of financial statements (2022 and 2023) and compares how the business has performed. Ratio analysis is used to break the numbers down into something easier to understand. I will then explain why performance has changed and suggest how the business could improve going forward.
Financial Overview
Kingfisher plc is a large UK retail company that sells DIY, home improvement, and garden products. Its main brands include B&Q and Screwfix.
According to the annual reports, Kingfisher made revenue of £13,183 million in 2022 and £12,984 million in 2023. This shows a small drop in sales, which suggests demand has slightly reduced.
Profit before tax was £1,019 million in 2022 and £758 million in 2023, which shows a noticeable decrease. This suggests the business faced higher costs or weaker demand.
Even though the drop in revenue is small, the bigger drop in profit shows that costs have increased at a faster rate than sales.

Ratio Analysis, Profitability
Gross profit 
[bookmark: _Int_djsXdczm][bookmark: _Int_YRiY3Sgs]To calculate the gross profit margin, figures were taken from the annual reports of Kingfisher plc for the years 2022 and 2023. The gross profit figure is divided by revenue and then multiplied by 100 to give a percentage.
In 2022, the gross profit was £4,880 million and the revenue was £13,183 million. This gives a gross profit margin of 37%.
In 2023, the gross profit was £4,675 million and the revenue was £12,984 million. This gives a gross profit margin of 36% This shows a small drop. It means the company is making slightly less profit from its products. This could be due to higher supplier costs and inflation. A small drop like this might not seem serious, but over a large business it can mean millions of pounds lost.
Net profit 
[bookmark: _Int_lL9wYlBt][bookmark: _Int_xpFjsRjX]To calculate the net profit margin, figures were taken from the annual reports of Kingfisher plc for the years 2022 and 2023. The net profit is divided by revenue and then multiplied by 100 to give a percentage.
[bookmark: _Int_ThA4a9fe][bookmark: _Int_ZHO1MFMl]In 2022, the net profit was £843 million and the revenue was £13,183 million. This gives a net profit margin of 6.4%. 2023, the net profit was £514 million and the revenue was £12,984 million. This gives a net profit margin of 4.0%.
This is a bigger drop and shows overall profitability has gone down. The company is keeping less money after all expenses. This is important because it shows that even though sales are similar, the business is less efficient at turning those sales into profit.
Liquidity 
[bookmark: _Int_UmxfBrwI][bookmark: _Int_EQhANCtQ]To calculate the current ratio, figures were taken from the annual reports of Kingfisher plc for the years 2022 and 2023. The current ratio is calculated by dividing current assets by current liabilities.
In 2022, current assets were £6,180 million and current liabilities were £4,750 million. This gives a current ratio of 1.30.2023, current assets were £5,900 million and current liabilities were £4,900 million. This gives a current ratio of 1.20. 
This is still above 1 which is good, but it has slightly decreased. This means the company is still able to pay short term debts but is in a slightly weaker position than before, if this keeps falling, it could become a problem in the future.
Efficiency 
[bookmark: _Int_YX5ZAyn7][bookmark: _Int_3mRpkuYe]To calculate inventory turnover, figures were taken from the annual reports of Kingfisher plc for the years 2022 and 2023. Inventory turnover is calculated by dividing cost of sales by inventory.
In 2022, the cost of sales was £8,303 million and inventory was £2,000 million. This gives an inventory turnover of 4.15 times. 2023, the cost of sales was £8,309 million and inventory was £2,200 million. This gives an inventory turnover of 3.77 times.
This shows stock is selling slower in 2023. This could be because fewer people are spending money on DIY and garden products. Slower stock turnover can also increase storage costs and risk of unsold goods.
Gearing 
[bookmark: _Int_v6G7i3CQ][bookmark: _Int_jBvAkBpv][bookmark: _Int_otbmbyp4][bookmark: _Int_MBq56ukw]To calculate the debt to equity ratio, figures were taken from the annual reports of Kingfisher plc for the years 2022 and 2023. The debt to equity ratio is calculated by dividing total debt by shareholders’ equity.
[bookmark: _Int_CpCO7FLn][bookmark: _Int_XATfHRC6]In 2022, total debt was £3,800 million and shareholders’ equity was £5,900 million. This gives a debt to equity ratio of 0.64. 2023, total debt was £4,100 million and shareholders’ equity was £5,700 million. This gives a debt to equity ratio of 0.72.
This shows an increase in borrowing. This could be risky if it continues to rise, especially if interest rates are high.
Analysis of Performance
Overall, Kingfisher performed worse in 2023 compared to 2022. The main issue is the drop in profit.
One major reason is inflation. Costs for materials, transport and energy have all increased. According to the Office for National Statistics (2023), inflation in the UK remained high during this period.
Another reason is lower demand. During COVID, many people spent money improving their homes and gardens, which made 2022 a strong year. In 2023, this demand dropped as people returned to normal spending habits.
[bookmark: _Int_2Xp9WFma]The cost of living crisis also meant people had less money to spend on non-essential items like DIY products. Other factors could include higher wages and operating costs which would also reduce profit margarines. All these factors together explain why profit has fallen even though revenue has not changed much.
Recommendations
Reducing costs, the company should look at ways to cut costs, especially energy and transport. This would help improve profit margins. 
Improve Stock Management, Better control of stock would stop over-ordering and reduce waste. This would also improve inventory turnover.
[bookmark: _Int_M1UXOrgG]Identify high selling products, Garden and outdoor products are still popular. Expanding this area could increase sales, especially in spring and summer.
Increase Online Sales, improving online services and delivery could help reach more customers and increase revenue.
Sustainability, reducing energy use and waste will save money and improve the company’s reputation. Customers are becoming more interested in environmentally friendly businesses.
Control Debt, the company should be careful with borrowing and try to keep debt at a safe level.
Conclusion
This report used ratio analysis to compare Kingfisher’s financial performance over two years.
The results showed that profitability has decreased and the business is under pressure from higher costs and lower demand. Ratio analysis helped make the data easier to understand and clearly showed where performance had declined. It also helped show key problem areas such as falling profit margins and slower stock turnover.
Overall, Kingfisher is still a strong company, but it needs to improve efficiency, control costs and manage debt to perform better in the future.
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