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Executive Summary
financial management is considered to be one of the prominent prospectuses that is used by companies in terms of formulating their financial performance. Subsequently, the concerned report is focused towards formulating a financial comparison of Rolls Royce and Bae Systems against the overall performance of their business over the recent five financial years. Following this, three of the prominent investment appraisal tools are being used to compare two of the investments. Following this, the advantages and shortfalls of the investment appraisal techniques have been discussed. Furthermore, in the last some of the prominent non-financial factors has been identified that are required to be considered by an individual while making the choice of investment. 
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[bookmark: _Toc173258882]Part A: Introduction
[bookmark: _Toc173258883]History of the organisation
In 1998, Rolls-Royce Motor Cars Limited, a division of BMW was founded after the brand's licensing from Rolls-Royce Holdings plc and its acquisition of trademarks from Volkswagen AG. After VW bought Bentley and the former Rolls-Royce factories, the business started producing Rolls-Royce automobiles in 2003. The previous CEO of the firm, Torsten Müller-Ötvös, sought to bring back quality standards. China became the world's second-largest market in 2010 after sales there grew by 600%. Müller-Ötvös, who is now the CEO of BMW UK, will retire in 2023. Brownridge has been the CEO of the corporation for the longest (Azevedo and Olschewski, 2020).
[bookmark: _Toc173258884]Marketplace and major competitors
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Figure 1: Global deliveries of Rolls-Royce automobiles from FY 2007 to FY 2023
(Source:  Statista, 2024)
In the fiscal year 2023, Rolls-Royce Motor Cars delivered over 6,000 automobiles, an increase of 11 vehicles over the prior year. The launch of the Spectre model helped the premium car company, a fully owned subsidiary of BMW, post record sales. International sales of new light vehicles, however, fell sharply in 2020 after being stagnant from 2016 to 2019. Since 90% of completed cars are exported from the UK, manufacturers located there are concerned about the UK's possible exit from the EU. With the UK supplying only 10% of the components for Rolls-Royce cars, the US and China are anticipated to become important trade partners. Rolls Royce's major competitors include models like the Rolls-Royce Ghost and Cullinan, Bentley and Maybach are rival luxury automakers to Rolls-Royce. Other competitors include the Mercedes-Maybach S-Class, Maserati Quattroporte, BMW 7 Series, Bentley Mulsanne, and Bentley Flying Spur (Brutailer, 2018).
[bookmark: _Toc173258885]Recent events
In the recent financial year of 2023, the organisation released “Rolls-Royce Spectre” one of its electric cars that is fully automated (BMW Group, 2024). Based on the present requirements of the consumers, it is expected that this new product line will provide a broader change within the automobile segment as a whole. 
[bookmark: _Toc173258886]Profitability
The organisation has observed a broader transformation in the profitability of its business. Certainly, it can be noted that between 2019 to 2022 the company was running at a loss. However, by the end of the year 2023, the organisation has formulated a standard profit. 
[bookmark: _Toc173258887]Strategic Change
In terms of considering the recent change, it can be ascertained that the organisation is now formulating a transformation towards electronic automated vehicles that are sustainable in nature. The key reason behind this transformation is just that there is a broader requirement for electronic and conventional vehicles in the recent time period. 
[bookmark: _Toc173258888]Part B: Financial Performance Review
[bookmark: _Toc173258889]Calculation of the key financial ratios
Profitability Ratios
	Profitability Ratios

	Ratio
	Formulas
	2019 (in £m)
	2020 (in £m)
	2021 (in £m)
	2022 (in £m)
	2023 (in £m)

	Gross Profit Margin
	(Gross Profit/ Revenue) * 100
	(942 / 16587) * 100
	(187 / 11491) * 100
	(2136 / 11218) * 100
	(2757/ 13520) * 100
	(3620/ 16486) * 100

	
	
	5.68%
	1.63%
	19.04%
	20.39%
	21.96%

	Net Profit Margin
	(Net Profit/ Revenue) * 100
	(-1311 / 16587) * 100
	(-3169 / 11491) * 100
	(121 / 11218) * 100
	(-1274 / 13520) * 100
	(2404 / 16486) * 100

	
	
	-7.90%
	-27.58%
	1.08%
	-9.42%
	14.58%


Table 1: Profitability Ratios
(Source: Prepared by self)
Liquidity Ratios
	Liquidity Ratios

	Ratio
	Formulas
	2019 (in £m)
	2020 (in £m)
	2021 (in £m)
	2022 (in £m)
	2023 (in £m)

	Current Ratio
	(Current Assets/ Current Liabilities)
	(16054 / 14976)
	(14331/ 13700)
	(13287 / 11159)
	(16011 / 13918)
	(18111/ 14926)

	
	
	1.07
	1.05
	1.19
	1.15
	1.21

	Quick Ratio
	(Current Assets - Inventory)/ Current Liabilities
	(16054 - 4320) / 14976
	(14331- 3690)/ 13700
	(13287 -3666)/ 11159
	(16011- 4708) / 13918
	(18111- 4848) / 14926

	
	
	0.78
	0.78
	0.86
	0.81
	0.89


Table 2: Liquidity Ratios
(Source: Prepared by self)
Gearing Ratios
	Gearing Ratios

	Ratio
	Formulas
	2019 (in £m)
	2020 (in £m)
	2021 (in £m)
	2022 (in £m)
	2023 (in £m)

	Debt-to-Equity
	(Total debt/ Total equity)
	(35599/1114)
	(34365/4517)
	(33286/(4278)
	(33286/6016)
	(35141/3,629)

	
	
	31.96
	7.61
	7.78
	5.53
	9.68

	Debt-to-Asset
	(Total debt/ Total assets)
	(35599/34485)
	(34365/29848)
	(33286/29008)
	(33286/29008)
	(35141/31512 )

	
	
	1.03
	1.15
	1.15
	1.15
	1.12


Table 3: Gearing Ratios
(Source: Prepared by self)
Efficiency Ratios
	Efficiency Ratios

	Ratio
	Formulas
	2019 (in £m)
	2020 (in £m)
	2021 (in £m)
	2022 (in £m)
	2023 (in £m)

	Inventory Turnover Ratio
	(Cost of goods sold/ average inventory)
	
	
	
	
	

	
	
	(16587/4320)
	(11824/3690)
	(9082/3666)
	(10763/4708)
	(12866)/4848)

	Receivable Turnover Ratio
	(Cost of goods sold/ accounts payable)
	3.84
	3.20
	2.48
	2.29
	2.65

	
	
	(16587/8460)
	(11824/8460)
	(9082/6017)
	(10763/6983)
	(12866)/6896)

	
	
	1.96
	1.40
	1.51
	1.54
	1.87


Table 4: Efficiency Ratios
(Source: Prepared by self)
[bookmark: _Toc173258890]Critical evaluation of the ratios
The relevance of the profitability ratio lies in the evaluation of the key income that an organisation is able to generate from its key operational activities (Lowe et al., 2020). An organisation generally has different options to maintain a profit for its business. Certainly, based on this two of the prominent profitability ratios have been computed for Rolls Royce against the past five financial years. The first profitability ratio that has been computed is of gross profit margin. The gross profit margin of the organisation is computed to be 5.68% in 2019, which has decreased to 1.63% while reaching the end of the financial year of 2020. However, in the very next financial year, it has been noted that the value of the ratios has reached 19.04% by the end of the year 2021. Again, in the year 2022, the gross profit margin has reached 20.39% and 21.96% in the very next financial year of the same. In terms of comparing the overall gross profit margin of the company, it can be ascertained that the profitability of the company has increased over time. 
The very next profitability ratio that has been computed is the net profit margin. The relevance of net profit margin lies in the evaluation of the overall income that an organisation is able to maintain by means of managing the operational activities (Mulyadi, 2020). Based on this, it can be observed that the organisation has generated a net loss of about -7.90% during the financial year of 2019 which in turn has increased to -27.58% towards the end of the year 2020. Apparently, the organisation has somehow managed to maintain a profitability of 1.08% in 2021 which has again changed into a loss by the end of the year 2022. However, while reaching the end of the year 2023, the company is noted to have a net profit margin of 14.58% as a whole. In terms of comparing the overall profitability of the company, it has been observed that right from the beginning of the year 2019 the company was generating a loss. However, while reaching the end of the year 2023, the company has somehow managed to maintain a standard profit margin to support its business. 
The second category of ratios that have been computed is the liquidity ratio. The liquidity ratios are mainly used for the evaluation of the liquidity level of the companies in terms of repaying the obligations that are outstanding (Štangová, 2021). In any business, higher liquidity is considered to be having a positive attribute to their operational activities. Based on this, it can be ascertained that the first liquidity ratio that has been computed is the current ratio. The current ratio of the company is computed to be 1.07 times for the financial year of 2019 which has further decreased to 1.05 times towards the end of the very next financial year. Again, for the year 2021, the current ratio of the company was standing at 1.19 times which has further decreased to 1.15 times by the end of the year 2022. Again, in the year 2023, the organisation is observed to have a current ratio of about 1.21 times which is the highest in all the past five financial years. 
[bookmark: _heading=h.2s8eyo1]The second liquidity ratio that had been computed is the quick ratio which basically relates the relevance of the company in terms of using their quick assets within the business. In this aspect, the quick ratio of the organisation was standing at 0.78 times against both the financial year of 2019 and 2020. After that, the company observed a broader increase within their quick ratio wherein the value of the ratio was standing at 0.86 times during the end of the year 2021. Apparently, in the year 2022, the quick ratio of the company was computed to be 0.81 times which has turned to 0.89 times towards the end of the very next financial year of 2023. Thus, by means of comparing the overall liquidity level of the company, it can be noted that over time the value of ratios of current assets has increased for the company in terms of managing the obligations that are standing during the accounting period. 
The debt-equity ratio determines what part of the company’s capital is financed through debt. It determines how much of a corporation is funded by borrowing in relation to shareholders’ investments (Nuryani and Sunarsi, 2020). In an event when a business relies heavily on borrowed funds, it becomes more leveraged. In this case, if such an enterprise has problems with finance, its peril will be higher too.
From 2019 to 2023, Rolls-Royce's debt-equity ratio was not constant and reached its peak at 31.96 in 2019 but fell to 7.61 the next year, that is 2020. In other words, the high proportion recorded for the initial year means that most funds were raised using credit facilities which can be very risky, especially during economic recessions. Although there was some progress made towards reducing this figure over subsequent years when compared against each other they still remained relatively high until another rise occurred in 2023 where it went up again hitting 9.68%. Recent surge might indicate difficulties encountered while trying to manage equity or could simply imply the need for more borrowing either because of investment requirements or any other strategic considerations. This inconsistency shows unstable financial management practices adopted by the firm which raises questions regarding its long-term sustainable growth plan as well as the overall risk exposure level of the organization.
Further, the debt-to-asset ratio demonstrates the extent to which a company’s assets are financed through debt, i.e. it shows how much leverage a company is concerned with. In case, this number is higher than one, it means that the business owes more money than it actually possesses and such a situation can scare away investors or lenders (Shahfira and Hasanah, 2021).
[bookmark: _heading=h.17dp8vu]From 2019 to 2023, Rolls-Royce’s debt-to-asset ratio stayed rather unchanged at around 1.03 – 1.15. This consistency implies that most of its assets have been funded by debt thus maintaining a high level of leverage throughout this period. Having an above-one ratio all the time indicates that liquidity might become problematic for the corporation because it may lack enough property to offset obligations. Such an amount of riskiness can be especially dangerous for enterprises operating in volatile industries like aerospace where external events such as economic recessions or shifts in regulations could have significant impacts on financial stability.
The rate of inventory turnover is calculated by the number of times a company buys and sells its inventory over a certain period. Suppose it has a larger ratio, this means that it uses its stocks more efficiently thus incurring low preservation costs while also keeping them updated (Amanda, 2019).
Rolls-Royce’s rate of turnover for inventory has shown negative progress where it declined from 3.84 during 2019 to 2.29 by 2022 then rose slightly to 2.65 during 2023. Such a dip signifies that goods were kept for long and this might have resulted due to; reduced need, ineffective production or problems within the supply chain management. Though some improvement was made in the same year which could be an indication towards solving these challenges generally looking at the trend line indicates difficulties faced with matching output levels against customer demand thereby resulting in higher storage expenses and lower profits.
The ratio of receivables’ turnover is a measure of how efficiently a firm collects its accounts receivable (Eretnaet al., 2021). In case this ratio is high, it means credit and collection policies are good which will in turn improve cash flow.
Rolls-Royce’s receivable turnover ratio fell from 1.96 times in 2019 to 1.40 times in 2020 and then rose gradually until it reached 1.87 times by the end of 2023. This decline at first may suggest problems with collecting money owed by customers or extending credit terms which can stretch on-hand cash flows thin. The later increases imply stricter credit policy enforcement or better collection strategies adopted over time while still keeping up low levels of efficiency throughout this period thus signifying there are more opportunities for enhancements in credit management practices since too much capital might be tied down as accounts receivable at such points within the organization.
[bookmark: _Toc173258891]Comparison to major competitors
Profitability Ratios
	Profitability Ratios
	Rolls Royce's
	Bae Systems Plc

	
	2019
	2020
	2021
	2022
	2023
	2019
	2020
	2021
	2022
	2023

	Gross profit ratio
	5.68%
	1.63%
	19.04%
	20.39%
	21.96%
	8.64%
	8.25%
	9.11%
	9.36%
	9.36%

	Net profit ratio
	-7.90%
	0.78
	0.86
	0.81
	0.89
	8.37%
	7.11%
	9.79%
	7.87%
	8.41%


Table 5:  Comparison of Profitability Ratios
(Source: Prepared by self)
The above-indicated table (Table 5), is relating the comparison of profitability ratios of Rolls Royce and Bae Systems for a period of five financial years. In the years 2019 and 2020, the gross profit margin of Bae Systems was observed to be higher than that of Rolls Royce. However, from the year 2021, a different scenario can be seen wherein the gross profit margin of Bae Systems has increased at a higher level as compared to that of Rolls Royce. However, in terms of considering the net profit margin, a different scenario can be observed. Rolls Royce was having a loss in their business from 2019 to 2022. On the other hand, Bae Systems was able to maintain a standard level of profit margin within their business. However, by the end of the year 2023, it can be observed that the overall profit margin of Rolls Royce is higher than that of its competitor. 
Liquidity Ratios
	Liquidity Ratios
	Rolls Royce's
	Bae Systems Plc

	
	2019
	2020
	2021
	2022
	2023
	2019
	2020
	2021
	2022
	2023

	Current Ratio
	1.07
	1.05
	1.19
	1.15
	1.21
	1.01
	1.00
	1.01
	3.20
	1.08

	Quick Ratio
	0.78
	0.78
	0.86
	0.81
	0.89
	0.92
	0.91
	0.92
	3.10
	0.97


Table 6:  Comparison of Liquidity Ratios
(Source: Prepared by self)
The table presented above (Table 6), is relating the tabular presentation of the comparison of the two liquidity ratios for the concerned companies against the recent five financial years. Based on the data and the ratios it can be noted that in all the five financial years, the current ratio of Rolls Royce was higher than that of the Bae Systems. This implies that Rolls Royce was using its current assets in a more efficient format for the outstanding business obligations as compared to that of its competitor. However, on the other hand, a different scenario can be observed in the case of the quick ratio of the companies. In the past five financial years, the quick ratio of Bae Systems was higher than that of Rolls Royce. This indicates that Bae Systems was more efficient in terms of using its quick assets over the period for business requirements. 
Gearing Ratios
	Gearing Ratios
	Rolls Royce's
	Bae Systems Plc

	
	2019
	2020
	2021
	2022
	2023
	2019
	2020
	2021
	2022
	2023

	Debt-to-Equity
	31.96
	7.61
	7.78
	5.53
	9.68
	3.65
	4.59
	2.54
	1.76
	3.01

	Debt-to-Asset
	1.03
	1.15
	1.15
	1.15
	1.12
	0.78
	0.82
	0.72
	0.64
	0.75


Table 7:  Comparison of Gearing Ratios
(Source: Prepared by self)
In 2019, Rolls-Royce showed a debt-to-equity ratio of 31.96 and then declined to 9.68 in 2023. Such variations expose the mismanagement of the capital structure within an organization. The figure for this indicator was quite high in 2019 thereby signifying overdependence on loans; however, they might have restructured or serviced some before reducing them that much. On the other hand, BAE Systems has always had lower levels with less volatility ranging between 1.76 and 4.59 during the same period showing more conservative approach to financing its activities which is characterized by low-risk perception associated with high indebtedness.
Rolls-Royce consistently reported a debt-to-asset ratio around 1.15, meaning most assets are funded through borrowing money hence they have higher financial leverage and could be more sensitive to economic downturns or interest rate changes than companies with smaller ratios like BAE systems that recorded figures ranging from 0.64 – 0.82 implying stronger equity base as well as lower reliance on debt capitalization which aligns better with stable operational performance over time leading to reduced financial risks at all levels for BAE Systems .
Efficiency Ratios
	Efficiency Ratios
	Rolls Royce's
	Bae Systems Plc

	
	2019
	2020
	2021
	2022
	2023
	2019
	2020
	2021
	2022
	2023

	Inventory Turnover Ratio
	3.84
	3.20
	2.48
	2.29
	2.65
	20.03
	20.61
	21.88
	19.74
	18.09

	Receivable Turnover Ratio
	1.96
	1.40
	1.51
	1.54
	1.87
	17.53
	15.19
	3.83
	3.86
	13.12


Table 5:  Comparison of Efficiency Ratios
(Source: Prepared by self)
The inventory turnover ratio of Rolls-Royce fell from 3.84 in 2019 to 2.65 in 2023 which denotes that there is a decline in the rate at which inventories are sold over a given period. This could mean that there are difficulties with forecasting demand or managing stock levels which might result in higher holding costs and/or obsolescence risks. Conversely, BAE Systems recorded significantly higher figures for this ratio; ranging between 18.09 - 21.88. Such frequent changes in ownership demonstrate effective control over stocks as well as speedy conversion of them into sales hence indicating good operational efficiency coupled with strong demand from customers.
Between years, receivables’ turnover ranged from 1.40-1.96 for Rolls-Royce showing their relatively slow collection process. The company can better its performance here by looking into issues around cash flows or credit policies since when it takes long to collect such debts, they may find themselves having liquidity problems. On the other side however, BAE systems had much bigger numbers on this ratio where at one point reached the highest ever figure;17.53 (2019) before slightly stabilizing at 13.12 (2023). This shows that the firm managed credits efficiently throughout the year thereby enabling healthy inflow of funds needed either for further investment purposes within their business entities and debt reduction initiatives
[bookmark: _Toc173258892]Recommendation for improvement
Based on the financial comparison of the companies, the following recommendations can be made for Rolls Royace that can formulate a better approach towards the growth and development of their business:
· The organisation is recommended to maintain a lower expenditure within their business. It has been observed that in the recent four financial years, the business was running at a loss. However, in 2023, the company has somehow managed to maintain a certain margin of profit. Certainly, in this context, the company is recommended to maintain a lower expense in their business that can help to acquire an adequate level of profit margin. 
· The efficiency ratios of Rolls Royce are also observed to be at a lower level. Based on this, it is recommended that the company use a higher level of their internal resources which are mainly their assets and inventory for meeting the business requirements. 
· Rolls Royce is also noted to have a higher proportionate of debt within their business as a result of which their entire operational activities are affected. In this aspect, it is recommended that the company minimise the debt obligations within their business so as to have a stable operational activity. 
[bookmark: _Toc173258893]Part C: Investment appraisal
[bookmark: _Toc173258894]Calculation of the investment appraisal techniques and their evaluation
Payback Period
	Calculation of the Payback Period

	Particulars
	Cashflow for A
	Cumulative
Cashflow for A
	Cashflow for B
	Cumulative
Cashflow for B

	0
	-£80,000,000.00
	-£80,000,000.00
	-£75,000,000.00
	-£75,000,000.00

	1
	£25,000,000.00
	-£55,000,000.00
	£50,000,000.00
	-£25,000,000.00

	2
	£25,000,000.00
	-£30,000,000.00
	£20,000,000.00
	-£5,000,000.00

	3
	£20,000,000.00
	-£10,000,000.00
	£20,000,000.00
	£15,000,000.00

	4
	£55,000,000.00
	£45,000,000.00
	£20,000,000.00
	£35,000,000.00

	Payback period
	3.2
	2.3


Table 6: Payback Period
(Source: Prepared by self)
In the field of investment payback period is associated with the determination of the time that a certain investment is taking in terms of covering the cost of investment (Olayinka, 2022). Generally, a lower payback period is relevant for having a standard profit margin. Based on this, the table presented above relates the comparison of the payback period of two of the investment options. Certainly, it can be noted that the investment “A” will take a time of 3 years and 2 months to cover the cost of the investment. On the other hand, investment “B” will take 2 years and 3 months to cover the cost of investment and generate profit from the same. In this aspect, it can be ascertained that from the prospectus of the payback period, investment “B” will be relevant for covering the cost of investment within a short period of time. 
Net Present Value
	Calculation of the Net Present Value

	Years
	9.75% Discounting
Factor
	Cash flows
in £ for A
	Discounted
cash inflow for A
	Cash flows
in £ for B
	Discounted
cash inflow for B

	1
	1.11
	£25,000,000.00
	£27,700,831.02
	£50,000,000.00
	£55,401,662.05

	2
	1.23
	£25,000,000.00
	£30,693,441.58
	£20,000,000.00
	£24,554,753.26

	3
	1.36
	£20,000,000.00
	£27,207,482.84
	£20,000,000.00
	£27,207,482.84

	4
	1.51
	£55,000,000.00
	£82,903,687.32
	£20,000,000.00
	£30,146,795.39

	Present Value of the cash flows
	£168,505,442.77
	£137,310,693.54

	Initial Investment
	£80,000,000.00
	£75,000,000.00

	NPV
	£88,505,442.77
	£62,310,693.54


Table 7: Net Present Value
(Source: Prepared by self)
The relevance of net present value (NPV), is related to the evaluation of the future return that a certain investment is generating in the future course of action (Fitzgerald, 2022). On the basis of this, it can be ascertained that from the investment “A”, the NPV will be £88,505,442.77 and from the investment “B” the NPV will be about £62,310,693.54. By means of considering the future prospectus of both investments, it can be ascertained that option A will be the most appropriate one over here as it has a higher NPV after a period of four financial years. 
Accounting Rate of Return
	Calculation of ARR

	Year
	Cashflow for A
	Cashflow for B

	1
	£25,000,000.00
	£50,000,000.00

	2
	£25,000,000.00
	£20,000,000.00

	3
	£20,000,000.00
	£20,000,000.00

	4
	£55,000,000.00
	£20,000,000.00

	Average
	£31,250,000.00
	£27,500,000.00

	Initial Investment
	£80,000,000.00
	£75,000,000.00

	ARR
	39.06%
	36.67%


Table 8: Accounting Rate of Return
(Source: Prepared by self)
The main function of the accounting rate of return (ARR) is the evaluation of the aggregate return that a certain investment is able to generate against a certain accounting period (Penman,2021). Based on this, the table presented above compares the ARR of both investments. It can be certainly observed that investment “A” will generate an ARR of 39.06% for the future four financial years. At the same time the investment “B” is observed to have an ARR of about 36.67% against the same financial years. Based on the comparison of ARR, option A is observed to have a better percentage in the future course of action. 
[bookmark: _Toc173258895]Critical discussion over the advantages and shortcomings
Investment appraisal techniques	Advantages	Shortcomings
Net Present Value (NPV)	The NPV focuses on the time value of money (Weber, 2021). As a result of this, the future return of a certain some of money can be easily computed in a systematic manner. 	The NPV of a certain investment is also integrated with the profitability prospectus that can be acquired in the future course of action (Repalli, 2024). 	The NPV is based on the estimated cash flows that may affect the future outcome of investment in case there is any change within the financial prospectus. 	The NPV is also complicated to compute as compared to the other investment appraisal techniques (Magni, 2020). 
Payback Period (PBP)	The major advancement involved within the PBP is just that it helps towards the evaluation of the time after which a certain investment can generate income (Bai,  2021).	The PBP also formulates a relevant and systematic evaluation of the time that is required to cover the overall cost of the expense involved with the same.  	The payback period does not consider the time value of money as a result of which the future value of the investment is ot possible to be evaluated (Dai, 2021). 	The payback period is also based on the estimated cash flows of the investment and is integrated with having a short-term approach. 
Accounting Rate of Return (ARR)	The ARR measures the growth rate of a certain investment (Anwar, 2022). As a result of this, it becomes easier to measure the aggregate growth and development that a certain investment has observed over the period. 	ARR also considers the time value of money in terms of relating the future prospectus of a certain investment. 	The calculation of ARR is also quiet complicated that consists of different stages. 	Unlike all the other techniques, ARR is also integrated with the use of estimated cash flows of an investment. 

Table 9: Advantages and Shortcomings of the different investment appraisal techniques
(Source: Prepared by self)
Non-financial factors
There is a wide range of non-financial factors that must be considered when making a choice for investment. In this respect, a brief explanation of these non-financial factors is discussed below:
· Economic condition- The economic condition of a certain country acts as a prominent non-financial factor in terms of affecting the decisions of investment (Sukharev, 2020). In case the economic condition of a country is not favourable, then there is a higher chance that the investment that is made will not be fruitful in nature. Certainly, it is necessary for an individual to consider the economic condition of the countries before making the choice of investment. 
· Need of the consumers- There is a constant change in the preferences of the consumers (Thiele, 2021). In this aspect, it becomes quite difficult for the companies to understand the market requirements in an adequate manner. However, without having an adequate understanding of the market requirements, it is difficult to formulate the decisions of investment. On the basis of this, it can be ascertained that the needs of the consumers are also an active non-financial factor that can affect the decisions of investment. 
· Risk factors- The evaluation of the risk is quite necessary for any investment in a very initial stage (Gompers, 2022). The key reason behind this aspect is just that an investment generally comes with a wide range of risks involved with the same that can further affect a project. These risks can also formulate a broader negative impact on the different projects. Thus, on the basis of this, it can be ascertained that the risk factors are one of the most important non-financial prospectuses of an investment that is required to be considered by an individual before making the decision of investment. 
· Technological prospectus- The technological involvement of an investment is generally considered to have a broader positive attribute in the future course of action. The key reason behind this aspect is just that the use of technological appliances can diversify the overall productive segment. In this context, the technological prospectus or the technological involvement of a project also acts as a major non-financial factor before making the decision to invest. 
· Legal and regulatory compliance- The legal and regulatory compliance involved with a certain investment is necessary to be considered before associating with a certain investment (Laplane, 2023). The main reason behind this aspect is just that legal compliance focuses towards the maintenance of a systematic balance within the different rules and regulations. Certainly, it can be ascertained that the legal and regulatory compliance of an investment is also necessary to be considered before associating with a certain investment. 
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