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Introduction 
This report provides a financial ratio analysis of Asos, a leading online British fashion and cosmetic shop, over a 2-year period from 2023 to 2024. Asos was founded in the 2000s and has become one of the largest online platforms in the fashion world, targeting young adults globally with branded and their own label items. Asos operates in a highly competitive and fast-changing retail environment, which means Asos must monitor its financial health to make sure they have long-term success. (Tadros, 2021)
The objective of this report is to evaluate Asos financial performance using key ratios, by analyzing these ratios, i aim to identify significant trends, assess their financial strengths and weaknesses, and provide recommendations, additionally, this report will allow me to explore how Asos can enhance their financial stability and adapt to more sustainability in the future. (“ASOS PLC - Filing History (Free Information from Companies House),” n.d.)

Ratio calculations and workings 
Net profit margin 

Net profit margin =                  net profit 
                                                          ----------------   x 100 
                                                              Revenue 

2024 -           200,000
                   ------------------   x 100 =10.26%
                        1,950,000

2023 -         600,000
                     --------------   x 100 = 9.44%
                      1,800,000

Gross profit margin 
Gross profit margin =        gross profit 
                                                  ------------------- x 100
                                                   Revenue 

2024 -       650,000
               ---------------- x 100 = 33.3%
              1,950,000 

2023-         600,000
               ---------------- x 100 = 33.3%
                   1,800,000

Mark up ratio 

Mark up =           gross profit 
                        -------------------- x 100
                          Cost of sales 

2024 -           650,000
                   ------------------ x 100 = 50%
                         1,300,000

2023 -             600,000
                  ----------------------   x 100 = 50%
                       1,200,000

Return on capital employed (ROCE)
Capital employed = total assets – current liabilities 

ROCE =      net profit 
            ------ ------------------    x 100
             Capital employed 

2024 -    200,000
     -----------------------   x 100 =22.73%
1,200,000 – 320,000

2023 - 170,000
          ---------------------------- x 100 = 21.25%
         1,100,000 – 300,000 

Liquidity ratios 
Current ratio 

Current ratio =        current assets 
                                ------------------------------
                                         Current liabilities 

2024 -    480,000
     --------------------------   = 1.5 
                320,000

2023 - 420,000
   - ------------------- = 1.4 
       300,000

Liquid ratio 

Liquid ratio =    current assets – inventory 
                          ----------------------------------------
                                Current liabilities 
2024 -      480,000 – 90,000
                  -------------------------- = 1.22
                          320,000

2023 -    420,000 – 80,000
          -----------------------------   = 1.13
                     300,000

Efficiency ratios 
Inventory turnover ratio 
Inventory turnover =     cost of sales 
                              -------------------------------------
                                                  Inventory 

2024 -   1,300,000
            ----------------- =14.44 times 
                  90,000

2023 -      1,200,000
             --------------------   = 15 times 
                   80,000

Trade receivable days 

Receivable days =         trade receivable 
                           ---------------------------------------------- x 365
                                                   Revenue 

2024 - 160,000
         ----------------- x 365 = 29.65 days 
           1,950,000

2023 – 140,000
       ------------------- x 365 = 28. 39 days 
           1,800,000

Trade payable days 
Payable days =      trade payables 
                             -------------------------------   x 365 
                                          Cost of sales 

2024 –    110,000
            --------------------- x 365 = 30.88 days 
                1,300,000

2023 -    100,000
             ------------------ x 365 = 30.42 days 
                  1,200,000





Analysis of performance 
Profitability 
Asos' net profit margin increased from 9.44% to 10.26%, the demonstrates improved cost control. Roce also rose from 21.25% to 22.73, which indicates a more efficient use of capital, gross profit and markup remained consistent, which suggests pricing and production costs were stable throughout those 2 years. Additionally, both the gross profit margin and mark up ratio remained consistence at 33.33% and 50% this shows that Asos maintained stable pricing and production costs, which is crucial to the company as the retail sector can be affected by inflation and supply chain disruptions which can affect their profit in the future 
Liquidity 
Asos current ratio improved from 1.4 to 1.5, while the liquid ratio increased from 1.13 to 1.22. These improvements show a reflection on a stronger liquidity position, which means Asos is better equipped to meet their short-term duties using current and liquid assets. The liquid ratio which excludes inventory is important in Asos as there is a risk of unsold stock becoming outdated. An improved liquid ratio can also show a high cash position and effective capital management, this is crucial as Asos relies on inventory turnover and a digital foundation. 
Efficiency 
While it shows profitability and liquidity improved, efficiency showed a slight drop. The inventory turnover ratio fell from 15 to 14.44 times, this shows that asos stock took longer to sell in 2024, this could be because of slower demand, changes in customers or Asos overstocking their seasonal items. The receivable days also increased from 28.39 to 29.95, this suggests that customers are taking longer to settle in on the app. This could result in giving more time for the customers to pay, changes in the type of customers they serve or even the economy making it harder for people to pay when using online banking 

Reasons for performance changes 
Increased revenue 
· The revenue rose by 150,000 pounds each year, the growth of this may have been driven by better customer engagement when clothing went wrong within the order, improved digital marketing by getting more online and using over social media to promote Asos or by them having a successful product launch which means it is something that is trending in the fashion world and everyone wants to buy. 
Controlled costs 
· [bookmark: _Int_mLQdHJM0]Although Asos running costs went higher, they were still able to keep the same profit from the sales they were still making. This means the extra costs they were using were balanced by the higher sales made or the way the company was working to get better sales. Also, by them keeping the mark up the same it shows they kept their pricing steady and under control
Stable margins 
· [bookmark: _Int_BfPwcwqU]The gross profit margin stayed the same at 33.33%, which shows Asos had good control over buying stock and delivery, this is really good for Asos as materials and shipping costs have been increasing and decreasing for a few years  
Credit policy adjustments 
· The small increase in how long Asos gets paid and how long it takes to refund customers suggests that they may have changed their payment rules. This could be to be able to help customers or to manage their own payments, while this could help with cash flow, Asos should check now and again to avoid problems in the future. 
Recommendations 
Speed up receivable's collections 
· [bookmark: _Int_vh9iw1su]To help with money come in quicker, Asos should make their payment rules stricter. It can offer discounts to customers who pay early, set reminders to those who use PayPal and Klarna who are late or check customers more carefully to see if they have enough credit to use PayPal and Klarna. This can help Asos get paid quicker and have a healthy cash flow. (ASOS Plc, 2025)
Optimize inventory levels 
· Asos should get better at seeing what will sell so they don't need to order too much of a clothing item that will not sell, this will help avoid having extra stock sitting around and use the money elsewhere than ordering unnecessary stock. (ASOS Plc, 2025)
Sustainable cost control 
· [bookmark: _Int_2BVCwxYS]Asos could investigate using energy saving equipment and working with eco friendly suppliers. This can help with lowering costs and show the customers that Asos really cares about the environment. (ASOS, 2024a)
Strengthen relationship with suppliers 
· [bookmark: _Int_CyDwnxFh]By Asos taking longer to pay suppliers it will be able to help with a healthier cash flow, but Asos should make sure it doesnt affect the relationship with the suppliers as it's important to be reliable and pay on time. (ASOS Plc, 2025)
Reinvest their profits wisely 
 As Asos can use their growing profits to help them to invest in more things like advertising, better technology or growing the business to be able to have their own store, by Asos investing they should still be careful with spending. (ASOS Plc, 2025)


Conclusion 
The financial ratio of Asos shows how they have made huge progress in profitability and liquidity between 2023 and 2024. Asos have increased their net profit, improved the use of capital and strengthened their ability to manage to meet their short-term liabilities. While some of their metrics have shown a decrease, they have managed to remain with a manageable range and can be resolved with targeted strategies. Asos ratio analysis has also shown to be powerful when identifying Asos financial health, it has identified both strengths such as stable margins and improved liquidity and shown areas of improvement such as inventory management and receivables collections. Asos is in a strong position to continue to grow their company and focus on sustainability and data driven practice. (Tadros, 2021)
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