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PART I


[bookmark: _Toc227410896]Executive Summary

[bookmark: _Toc227410897]The first of the report analyses the financial health and other factors of two of the leading companies listed in the London Stock Exchange: AstraZeneca and Unilever Plc. using some common ratios. Beginning with the profitability ratios, gross profit ratios of both the companies have been in the industry standard for the two years, but both took a huge leap in terms of their net profit ratio in 2025, which could be due to a major event boosting their profitability. Return on capital employed (ROCE) for AstraZeneca increased quite a bit. Both the companies proved to be quite profitable for the years, possibly due to major events like AstraZeneca making about $1 billion from finally selling 16 of their newly developed drugs and Unilever taking a few important financial decisions, such as demerging a low-margin unit or executing a productivity plan saving $670 millions. However, their efficiency ratios are not very promising, especially, in terms of managing liabilities and receivables. Debtors’ and creditors’ days are both far from the standard even for blue-chips. Similarly, they fell slightly behind of efficient use of assets and inventory, judging by their stock days, asset turnover, and stock turnover ratios of the two years. Efficiency should definitely be improved. Likewise, analysis of their liquidity using current and quick ratios proves that both the companies do not have enough current assets to meet their current liabilities any given period. This should not be a problem for such profitable and stable large-scale businesses, but should still be put under consideration for better financial health and safety.
1.1 Introduction

Two companies used for the first part of this report are AstraZeneca and Unilever Plc. Both of them are publicly listed on the London Stock Exchange and are in the FTSE 100 index. The annual reports of the past two years of these companies have been used for this report. This part of the report aims to calculate ratios and analyse them to evaluate their individual financial health and make recommendations to the management for the improvement of the companies.

[bookmark: _Toc227410898]1.2 Profitability Ratios

Profitability ratios are used to measure how much revenue a company can generate against its expenses, revenue, assets, capital, etc. items. The common profitability ratios for the years 2024 and 2025 for both the companies have been calculated and analysed below:

i) Gross profit (GP) ratio: This ratio demonstrates how much revenue exceeds costs of goods sold (COGS) in percentage. COGS is the cost of production. There are other expenses to cover too. GP ratio shows how much money is left to cover operating and other expenses and taxes after covering COGS. A pharmaceuticals company has comparatively less COGS than a retailer. In that sense, both the companies are doing very well in covering their COGS with their respective revenue.
GP ratio for the year 2024:
AstraZeneca = 86.11% 
Unilever = 46.7%
      GP ratio for the year 2025:
AstraZeneca = 86.56%
Unilever = 46.94%



ii) Net profit ratio: The net profit ratio or the net profit margin measures efficiency and financial health. A low ratio suggests high risks whereas a high ratio suggests good management and proper risk mitigation. Both the companies had a huge leap from the previous year in terms of this ratio. 
Net profit ratio for the year 2024:
            AstraZeneca = 13%
Unilever = 12.13%
Net profit ratio for the year 2025:
AstraZeneca = 17.42%
Unilever = 19.82%

iii) Return on capital employed (ROCE): This ratio shows how efficiently a company uses its capital to generate profit. AstraZeneca had a spike in this ratio as well, proving a huge return on their capital base. On the other hand, Unilever has a lean efficiency.
ROCE for the year 2024:
AstraZeneca = 19.61%
Unilever = 18.98%
ROCE for the year 2025:
AstraZeneca = 26.5%
Unilever = 19.66%

Both the companies are very strong and profitable. Major events like 16 drugs generating a record-breaking $1billion in revenue for AstraZeneca or a successful productivity plan saving £670 millions for Unilever ensured an increase in the companies’ individual profitability. Long-term R&D projects finally ended with the production and selling of major drugs. For Unilever, they also demerged a low-margin ice-cream unit, helping cut off unnecessary expenses. (AstraZeneca, 2026) (Unilever, 2026)




[bookmark: _Toc227410899] 1.3 Efficiency Ratios

Efficiency ratios measure how efficiently a company uses its assets and manages its liabilities. Common efficiency ratios of the years 2024 and 2025 of the companies have been calculated and analysed below:

i) Asset turnover ratio: Every company aims to use its assets efficiently. Asset turnover ratio signifies whether a company has underutilised or have idle assets. The higher the ratio, the better. For every £1 owned in assets, the companies generate about £.5 or £.6 in revenue respectively, which is not very efficient. But the ideal ratio varies among the industries.
            Asset turnover ratio for the year 2024:
            AstraZeneca = .51
Unilever = .65
Asset turnover ratio for the year 2024:
AstraZeneca = .51
Unilever = .71

ii) Debtors’ days: This signifies how soon debtors pay back their credit. A low ratio of about 30 days or less is acceptable in terms of risk. For both companies, the average return of debt is about a year, which is a high-risk ratio. It increases the chances of default loans, hampering a company’s financial wellbeing. Even for large companies, this is not preferable.
            Debtors’ days of AstraZeneca: 232 days
            Debtors’ days of Unilever: 225 days

iii) Creditors’ days: Similar to the debtors’ days ratio, this signifies how soon the company can pay back their debt. The ideal is within 60 days at most. Belated payment of payables risks a company’s reputation and credit rating. So, both the companies should be more prompt regarding repayments.
Creditors’ days of AstraZeneca: 409 days
Creditors’ days of Unilever: 228 days
iv) Stock days: This is also known as inventory days and shows how soon a company sells its inventory. 60 days at most is acceptable. A low ratio ensures efficiency by saving storage cost and preventing expiration of inventory. Unilever, being a retail company, has expectedly a short cycle. Pharmaceuticals or similar companies generally have a longer cycle.
Debtors’ days of AstraZeneca: 217 days
Debtors’ days of Unilever: 62 days

v) Stock turnover ratio: Similarly, stock turnover ratio shows how often a company replaces its stocks and refills its inventory. AstraZeneca, being a pharmaceutical company, replaced its stocks less than 2 times in the previous year, which is quite normal. A retail company like Unilever is expected to do so more frequently to ensure efficient use of inventory and high sales.
Stock turnover ratio of AstraZeneca for the year 2025: 1.7 times
Stock turnover ratio of Unilever for the year 2025: 5.8 times

AstraZeneca and Unilever both are slightly inefficient in utilising their assets. Their stock turnover and efficient use of inventory is a positive aspect. But a big concern is how slow the companies are to pay off their debts and to collect receivables.

[bookmark: _Toc227410900]1.4 Liquidity Ratios

Liquidity ratios help measure its ability to pay of its current liabilities with its current assets. The ratios being consistently below 1 pose high risk for future liquidity crisis and may lead to bankruptcy as the worst-case scenario. However, for big and stable companies, the criterion is more flexible compared to a start-up. Two of the most used liquidity ratios for the years 2-24 and 2025 have been calculated for both the companies:




i) Current ratio: Current ratio is the most common ratio to measure a company’s ability to pay off short-term debts. Having this ratio below 1 is quite risky, or that both the companies don’t have enough current assets to pay off their short-term debt, and Unilever is in a tighter spot. But the ratio has slightly improved the next year. This may cause a liquidity crisis in the long-run.
Current ratio for the year 2024:
            AstraZeneca = .92
            Unilever = .76
      Current ratio for the year 2025:
            AstraZeneca = .93
            Unilever = .78

ii) Quick ratio: Quick ratio measures if the company can pay off its short-term debt using only its most liquid assets like cash. This is surely a red flag for both the companies, if their current ratio is less than 1. Unilever can only meet about 50% of its debts on an emergency. But even though this is low and risky, big, reliable, and stable companies like AstraZeneca or Unilever do not usually ever face a liquidity crisis.
Quick ratio for the year 2024:
AstraZeneca = .71
            Unilever = .55
      Quick ratio for the year 2025:
            AstraZeneca = .73
            Unilever = .60

Neither of the companies seem to hold enough current assets to meet their current debts at any time. They may face a liquidity shortage during difficult times. Their overall economic stability and reputation perhaps cause creditors to overlook the situation.



[bookmark: _Toc227410901]1.6 Investment Ratios

i) Earnings per share (EPS): EPS is perhaps the most common metric for shareholders to choose a stock. AstraZeneca had a massive 45% within a year. Unilever’s had about 6% growth, which is quite normal. A steady growth is usually considered rather safer than a sudden leap.
EPS for the year 2024:
Unilever = 2.45
AstraZeneca = 4.54
EPS for the year 2025:
Unilever = 2.60
AstraZeneca = 6.6

ii) Dividend cover:



1.1 [bookmark: _Toc227410902]Gearing Ratios
i) Ratio 1
ii) Ratio 2
iii) Interest cover
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[bookmark: _Toc227410904]Executive Summary

Beard Plc. considers expanding the business with three alternative projects in mind, each of which with different expenditure and different expected returns over the next four consecutive years. This report begins with an analysis of the net present values (NPVs) and internal rates of return (IRRs) of each of the projects. With the discount rate of 5%, project (C), having the highest NPV, should be selected, as NPV is arguably the best method for decision-making. Alternatively, project (B) and (C), having the same IRR, are equally acceptable. Either way, project (A) does not seem profitable in the long-term. The management can also apply other methods, like the payback period or ARR, if the non-discounting models are more preferable. Besides, there are varied non-financial factors to keep in mind regarding the investment decision, such as environmental impact, political and legal environment of the region, ethical boundaries, financial and technological feasibility and resources, work safety, economic stability, etc. Lastly, the profitability index (PI) has been used to create an optimal investment policy for a fund of £150,000, since the projects are divisible. According to the policy, project (c), being the most profitable, should be fully invested in. The remaining fund of £50,000 should be invested in the second most profitable project, project (B).


[bookmark: _Toc227410905]2.1 Introduction 

Beard Plc. produces handbags and is considering to expand the business. The four-year plan consists of:
i) Expanding the retail outlet to include all products.
ii) Develop into internet sales, and
iii) Produce purses and wallets

Beard Plc. has four investment opportunities, and the company has to choose one based on profitability and other factors. So, a table including the expenditures and expected year-end cashflows of each of the projects for the four consecutive years has been created below:
	
	Expenditure
	Year 1 Cashflow
	Year 2 Cashflow
	Year 3 Cashflow
	Year 4 Cashflow

	(A)
	£600,000
	£100,000
	£180,000
	£210,000
	£200,000

	(B)
	£900,000
	£220,000
	£270,000
	£350,000
	£400,000

	(C)
	£1,000,000
	£250,000
	£310,000
	£400,000
	£430,000




[bookmark: _Toc227410906]2.2 Analysis of Net Present Value and Internal Rate of Return

Many methods can be used to determine which project is to be undertaken. One of them is the 
Net present value (NPV), which is a method used to calculate the present value of all expected future year-end cashflows of each of the projects for comparison. The project with the highest NPV is considered the most profitable in the value of the project and is selected. Money 
devalues or gains in value over time due to inflation and deflation. Therefore, £1 today does not hold the same value as £1 a year later, which makes it hard for a decision-maker to compare among projects in different time periods. A discount rate is used to discount the future value into the present. The discount rate used in this report is the 5% cost of capital. To calculate NPV, all the expected future year-end cashflows are summed up and divided with the discount rate. The initial expense is then subtracted to derive the expected future profit in the present period.


Using the table above, NPVs of each of the three projects have been calculated below:

NPV of project (A): 
NPV of project (B): 
NPV of project (C): 

NPV of project (C) is £208,163.31, which is the highest among the all three projects. Therefore, this is the most profitable project and should be selected.

Internal rate of return (IRR), on the other hand, denotes the expected annual return percentage of an investment. IRR makes the NPV equal to zero, or it is the break-even interest rate. IRR also considers the time value of money. IRR can be calculated in more than one way. IRRs of each of the projects have been calculated below:

IRR of project (A): 0 = 
IRR of project (B): 0 = 
IRR of project (C): 0 = 

Project (A) has the lowest IRR and NPV both. Besides, the IRR is the same as the cost of capital. So, this project should not be chosen. Project (B) and (C), however, have the same IRR of 13%, which is 8% greater than the cost of capital, ensuring the perfect recovery of the cost. In this case, the one with the highest NPV or project (C) should be chosen.

NPV is considered the best method for investment appraisal, because it is very realistically applied to find which investment has the most yield in terms of wealth in today’s monetary value. The cost of capital, used to discount the future values, is a realistic market-based rate derived from the actual cost of the investment, and it’s thought that the cashflows are re-invested at this rate. Besides, NPV follows the concept of time value of money, or that it discounts the future cashflows back to their present values, which helps in realistic comparison among yields from projects throughout different time periods.

IRR is less reliable because it considers that re-investment occurs at the rate of IRR, which is quite high, such as it’s as high as 13% for project (B) and (C). IRR is a percentage and does not give a clear figure like NPV. So, it’s not always applicable in some analyses and makes its use limited. IRR also doesn’t account for the change in cost of capital. So, it provides the same rate despite an increase or decrease in capital expenditure. IRR can also give two different rates for the same project. In case of conventional cashflows, there’s a big outflow at the start or year 0 or the initial investment and provides inflows throughout the consecutive years. In case of non-conventional cashflows, there’s a major outflow at first, known as the initial investment, followed by inflows for perhaps a couple of consecutive years and outflows again, which generally happens if the project requires a major fee or incurs a huge cost in the near future. IRR isn’t flexible enough to account for non-conventional cashflows and ends up giving two different percentages, which becomes confusing in terms of decision-making. Surely, NPV is again the better choice of the two.

Despite NPV allegedly considered to be the best method, non-discounting methods, such as accounting rate of return (ARR), the payback period, profitability index (PI), etc. are getting popular among decision-makers, because the discounting rate is sometimes hard to find and can be subjective. In such cases, non-discounting is the feasible option. In some volatile industries, cashflows in the far future are uncertain. Methods like NPV are not very helpful here. Also, methods like the payback period are easy to understand and interpret.

[bookmark: _Toc227410907]1.4 Other Factors of Consideration

There are multiple other financial and non-financial factors that should be considered before choosing an investment. Financial methods other than NPV and IRR used to select a project are:

i) Payback period: this method shows the amount of time it takes for the investment to recover the initial expenses. The project with the potential of the earliest recovery is chosen. There’s a method of discounted payback period, where it accounts for the time value of money too, which makes the method more realistic and applicable. The calculation requires the initial investment to be divided by the annual cashflow. This method is highly used for its simplicity.
ii) Accounting rate of return (ARR): ARR takes non-cash items like depreciation, amortisation, and accruals into account. ARR is the average profit expected over the lifetime of a project relative to the capital invested. In this method, the average annual accounting profit is divided by the initial investment or the average investment. The project with the highest average profit is selected. NPV or IRR can be used for a short period of time, but since ARR uses the whole lifetime, it’s often unrealistic and far-fetched, making it inapplicable for a lot of companies. The more we calculate into the future, the more assumptive it turns, which is highly risky. Besides, this method doesn’t account for the time value of money. Still, managers might use ARR to align with the profit & loss statement or for its simplicity.
iii) Profitability index (PI): PI is the ratio of payoff of investment or simply, how much money a project generates for every pound invested in it. If it’s greater than 1, the project is profitable, and the most profitable project is selected.

Non-financial factors should include, but not limited to, the following ones:
i) Even with a comparatively higher NPV, if the return is sensitive to fluctuations, it’s a high-risk project, and better be avoided. For example, some industries are very volatile and a little setback may push the project to face a huge loss. Sometimes, the higher the risk, the higher the profit / loss. Most businesses prefer a healthy amount of risk.
ii) There might be qualitative factors in disfavour of some of the projects, such as a project that requires deep-sea drilling or deforestation has a high environmental impact, gambling expansion or data monetisation usually has risks of negative public perception, or a project dealing with open-pit mining or high-altitude construction may create a risky work environment, etc. If the company cannot proceed with enough safety measures, despite profitability, such projects should not be chosen over a safe and ethical, but a less profitable one.
iii) The legal and political environment can cause some projects to be not accepted despite the theoretic high profitability. Such as, discounting rates turn volatile in a politically and economically unstable country. The discount rates can vary unpredictable, which makes the equations impractical. Definitely, the non-discounting methods can be used here still. But most would rather invest in a politically stable country where the future of the investment can be more reliably predicted.
iv) The investment has to align with the company’s long-term goal. It can be a pilot project or a long-term one, but the project must be a strategic fit. The company should be able to provide the resources and a feasible condition to carry out the project. If it lacks technical feasibility, practicality, resources, this creates a higher risk and always a higher potential condition of failure. A company may often choose a more practical, predictable, and feasible project with moderate expected revenue over a high-risk, high-profit project.

[bookmark: _Toc227410908]1.5 Optimal Investment Policy for Beard Plc.

If funds are limited to £1,500,000, the company should undertake divisible projects or fractions of project. The optimal investment policy is a strategic framework to reach a business’s goals efficiently for a given level of risk or to minimise risks for a targeted amount of profit. Simply defined, this policy is the structure of investment that provides with the maximum total NPV. So, multiple assets or investments are mixed. There are a lot of different ways to create and apply the optimal investment policy, but given the limited funds and the divisibility of the projects, in this case, the policy can be ideally framed using the profitability index or PI.

The profitability index (PI) (also called the value investment ratio) shows which project generates the most money per pound. This ensures the highest total NPV is earned within a fixed budget. If the budget is larger than the expenditure required to undertake the most profitable project, the rest of the fund is invested in the second most profitable one and a third or in fractions. There are two formulas for this. Both provides the same value, but is chosen based on the information at hand. The formulas are:
i) The standard formula requires the division of the present values of all future cashflows by the initial investments.
ii) The NPV-based formula requires the NPVs to be divided by the initial investments and added to 1.

The decision rules of PI are:
· PI > 1: accept the project as it generates more revenue than the investment
· PI = 1: break-even point
· PI < 1: reject the project as it yields less than the initial investment

The calculation of individual PI for each project has been calculated below:
Project (A): 
Project (B): 
Project (C): 

Project (C) generates the highest value, because for every £1 invested, the yield is £3.08. This project should be given the utmost priority, followed by projects (B) and (A) which yield £.19 and £.007 respectively for each £1 invested. Based on this decision, the investment policy requires £100,000 to be invested in project (C). The remaining £50,000 should be invested in the second most lucrative project, which is (B). With this fund, only (100/900,000x50,000) 5.55% of the total expense can be bore of the second project.

The resulting total NPV from this investment policy has been calculated below:

 
Utilising the limited fund of £150,000, investing both in project (C) and (B) fractionally gives us the NPV of £217,897.89, which is the highest NPV possibly derived from a mix of investments, using the optimal investment policy.

[bookmark: _Toc227410909]1.6 Recommendation

The Board of Beard PLC. has been recommended to invest in project (C), if the qualitative and other factors support, since it has the highest NPV and IRR. If there’s a fund limit beyond £1,000,000, a fraction of the second most profitable project with the same IRR as project (C), project (B) should be invested in. Project (A) is the least profitable one in every measure taken to test profitability. Therefore, this should be rejected unless the fund has a higher limit to invest in both the other two projects and still not be run out of. If the environment is highly volatile and the projects are very sensitive to changes, the Board should carefully evaluate if using a method based on a fixed discount rate is practical. In case of such environment, other methods such as ARR or payback period should be considered more.

[bookmark: _Toc227410910]
Appendix

Annual reports of Unilever:
Year 2024: https://www.unilever.com/files/unilever-annual-report-and-accounts-2024.pdf
Year 2025: https://www.unilever.com/files/unilever-annual-report-and-accounts-2025.pdf
Annual reports of AstraZeneca:
Year 2024: https://www.astrazeneca.com/investor-relations/annual-reports/annual-report-2024
Year 2025: https://www.astrazeneca.com/investor-relations/annual-reports/annual-report-2025

Other sources:

AstraZeneca, 2026. Full Year and Q4 2025 results. [Online] 
Available at: https://www.astrazeneca.com/media-centre/press-releases/2026/full-year-q4-2025-results.html
[Accessed 18 April 2026].
Unilever, 2026. Sharper focus and disciplined execution driving competitive performance. [Online] 
Available at: https://www.unilever.com/news/press-and-media/press-releases/2026/sharper-focus-and-disciplined-execution-driving-competitive-performance/
[Accessed 18 April 2026].

Formulas applied:
i) Gross profit ratio = 
AstraZeneca, 2024 = 43,866/50,938 =86.11% 
Unilever, 2024 = (52,479-27,976)/52,479 = 46.7%
AstraZeneca, 2025 = 48,106/55,573 = 86.56%
Unilever, 2025 = (50,503-26,794)/50,503 = 46.94%
ii) Net profit ratio = 
AstraZeneca, 2024 = 7,041/54,073 = 13%
Unilever, 2024 = 6,369/52,479 = 12.13%
AstraZeneca, 2025 = 10,233/58,729 = 17.42%
Unilever, 2025 = 10,011/50,503 = 19.82%
iii) ROCE = 
AstraZeneca, 2024 = 10,003/51,003= 19.61%
Unilever, 2024 = 11,200/58,991 = 18.98%
AstraZeneca, 2025 = 13,743/51,851 = 26.5%
Unilever, 2025 = 9,037/45,963 = 19.66%
iv) Asset turnover ratio = 
AstraZeneca, 2024 = 54,073/104,035 = .51
Unilever, 2024 = 52,479/79,750 = .65
AstraZeneca, 2025 = 58,729/114,074 = .51
Unilever, 2025 = 50,503/70,741 = .71
v) Debtors’ days = 
Average receivables of AstraZeneca of 2024 and 2025 = (10,289+8,335)/2 = 9,312
Debtors’ days = (9,312/15,177) x365 = 232 days
Average receivables of Unilever of 2024 and 2025 = (4,852+4,227)/2 = 4,539.5
Debtors’ days = (4,539.5/7,346) x365 = 225 days
vi) Creditors’ days = ×365
Average payables of AstraZeneca of 2024 and 2025 = (25,280+22,465)/2 = 23,872.5
Creditors’ days = (23,872.5/10,633) x365 = 409 days
Average payables of Unilever of 2024 and 2025 = (16,939+16,690)/2 = 16,814.5
Creditors’ days = (16,814.5/26,815) x365 = 228 days
vii) Stock days = 
Average inventory of AstraZeneca of 2024 and 2025 = (6,325+5,780)/2 = 6,052.5
Stock days = (6,052/10,633) x365 = 217 days
Average inventory of Unilever of 2024 and 2025 = (4,043+5,177)/2 = 4,610
Stock days = (4,610/26,815) x365 = 62 days
viii) Stock turnover ratio = 
Stock turnover ratio of AstraZeneca = 10,633/6,052.5 = 1.7 times
Stock turnover ratio of Unilever = 26,815/4,610 = 5.8 times
ix) Current ratio = 
AstraZeneca, 2024 = 25,827/27,866 = 92.68%
Unilever, 2024 = 19,194/25,234 = 76.06%
AstraZeneca, 2025 = 28,723/30,617 = 93.81%
Unilever, 2025 = 17,066/21,662 = 78.78%
x) Quick ratio = 
AstraZeneca, 2024 = (25,827-5,780)/27,866 = 71.94%
Unilever, 2024 = (19,194-5,177)/25,234 = 55.58%
AstraZeneca, 2025 = (28,723-6,325)/30,617 = 73.15%
Unilever, 2025 = (17,066-4,043)/21,662 = 60.12%[footnoteRef:1] [1:  All the monetary figures are in million dollars.] 

xi) EPS = 
Neither of the companies has preferred shares.
AstraZeneca, 2024 = 
Unilever, 2024 = 6,369/19,112,255 = 2.45
AstraZeneca, 2025 = 
Unilever, 2025 = 10,011/15,628,385 = 2.60
xii) Dividend cover = 
AstraZeneca, 2024 = 4.54
Unilever, 2024 = 2.45/
AstraZeneca, 2025 = 6.6
Unilever, 2025 = 2.6/










