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[bookmark: _Toc173937138]Part A). Introduction
Sainsbury’s was established in 1869, by John James Sainsbury along with his wife Mary Ann and initially started from a dairy shop. Over the years, it grew to be one of the biggest supermarket chains in UK famous for its quality products offered at reasonable prices (Sainsbury, 2024). The core strategy that guides Sainsbury’s operation is to sell affordable and quality foods and other products such as clothing, home products through supermarkets, convenience stores, and online stores. The marketplace strategy of the company is customer focused, affordable prices and a wide variety of products.
The main rivals of Sainsbury’s are Tesco, Asda and Morrisons all operating in the strongly competitive environment of the UK grocery retailing market. Nevertheless, Sainsbury has remained one of the key market players due to various strategic actions and constant innovation (Davey, 2024).
Over the years, Sainsbury has experienced some events that have affected it in one way or the other in the recent past. There were significant leadership changes between the period of 2019 and 2023 in the company. May 2020 saw Simon Roberts take over from Mike Coupe as the CEO, who is more inclined to customer management tactics (Singh, 2021). The objective of this change in its leadership was to steer the firm through the evolving retail environment, especially during the COVID-19 outbreak.
Covid-19 pandemic was the main factor that greatly impacted Sainsbury’s in the period under analysis. Another challenge meant that the company had to follow the changes in the consumer behavior: there was a significant increase in the internet purchases. Sainsbury’s focused on building up the online capabilities of the company and effectively increasing the delivery capacity for online orders (GOV.UK, 2023). This change of strategy was vital in sustaining sales and customers’ retention during the lockdown phases.
In 2019, Sainsbury’s tried to merge with Asda, but the UK Competition and Markets Authority (CMA) refused this merge because it would decrease competition and increase the prices for customers (Wood, 2019). This was a blow, and to compound the problem, Sainsbury’s was obliged to reconsider its development options.
Over the past decade, Sainsbury’s has experienced conditions such as profit warnings since the economic environment affects the company in aspects such as cost and demand. In order to counter these threats, the company declared cost reduction measures, closing of stores and better operational efficiency (Jefferson, 2022). Also, there are legal factors such as business rates legal cases and legal actions of employment relations issues that have affected the company’s financial and reputation aspects.
Nevertheless, Sainsbury’s has not being left behind in making some strategic moves in an effort to improve on its market standing. In 2021, it opened a strategic tie-up with the Ocado, the online grocery company to fortify its e-commerce and delivery services (Amin, 2022). These changes are expected to help create long-term growth and better operations of the collaboration.
Altogether, Sainsbury’s has been facing a very active and rather unfavorable environment during the last five years by changing a leader and adjusting to the market and investing in digitalization. Despite the competition, legal challenges, and economical restraints, the company is still working for the creation of value for customers and shareholders.
This report looks at the company’s revenue, market share and key business strategies from the year 2019 to 2023, management changes, effect of COVID-19, competition in the grocery retail industry in the UK.
[bookmark: _Toc173937139]Part B). Financial performance review
2.1. [bookmark: _Toc173937140]Profitability Ratios
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Gross Profit Margin
The Gross Profit Margin is the ratio of the revenue to the cost of goods sold or COGS and depicts the efficiency of a firm in producing its goods (Onyebuchi, 2022, p.9). For Sainsbury’s the Gross profit margin has been ranging between 6% and 8% in the last five years. This implies that during the period under review Sainsbury’s has maintained a stable measurements on controlling manufacturing costs.
Sainsbury’s gross profit margin is fairly constant as opposed to Tesco that has fluctuations in its margins; however, there is a slight decline in the year 2023. The level of operating margin was kept constant implying that Sainsbury has applied good measures in managing costs and setting the right prices. Thus, while Tesco’s and Sainsbury’s margins appear quite similar, the fact that Sainsbury’s margins have remained fairly stable even as Tesco’s margins have followed a similar pattern indicates that Sainsbury has been more effective in controlling its production costs and pricing strategies.
The group’s gross profit margins of 6% to 8% make it almost comparable to Sainsbury. Nevertheless, Tesco’s margins remain more fluctuating and were down in 2023. Thus, in relation to cost management, both companies are equally efficient, while Sainsbury’s has a somewhat more stable gross profit margin.
In order to improve the gross profit margin, Sainsbury’s should aim to manage the suppliers better and cope with supply chain management efficiently; and, use proper technology for the proper management of inventory (Fernie, 2023, p.23-46). Another advantage is that proper application of the new sophisticated demand forecasting methods can minimize overstock and markdowns, which can impact the profit.
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Net Profit Margin
The Net Profit Margin shows the amount of operating profit that is obtained for every dollar of sales revenue after accounting for the operating expenses, taxes, and COGS (Mahdi and Khaddafi, 2020, p.153-163). Sainsbury’s net profit margin has been within a range of 1% and 2%; there has been some fluctuation and a negative value in 2021.
Net profit margin of Sainsbury’s is less and fluctuating than Tesco which varies from 1% to 11%. Thus, the increase in Tesco’s margins in 2021 may be due to some extraordinary profits or some extra-ordinary performance. Sainsbury has more stable but lower margins, which signal operational problems or higher costs per sale.
The net profit margin of Tesco is relatively higher and fluctuates more compared to Sainsbury’s. Thus, Tesco has greater overall margins, although the fact that they fluctuate points at non-sustainable results influenced by one-off factors. Sainsbury’s lower but less volatile margins reflect consistent operational issues or inferior cost management.
Thus, to increase its net profit margin, Sainsbury’s should tackle the problem of operational efficiency and administrative/operating expenses (Stühlinger, 2022, p.211-237). Economies of scale, outsourcing activities that are not central to the organization’s core competence, and focusing on more profitable product or service lines could increase the profit margin.
Return on Assets (ROA)
One of the financial ratios commonly used to assess a firm’s performance is Return on Assets (ROA), which compares the income generated on assets with the total amount of assets held by the firm (Usmonov, 2022, p.333-344). Over the past years, the Sainsbury’s reached and sometimes even negative ROA which means that the company faced difficulties in turning its assets into income.
Sainsbury’s low and negative ROA indicates problems with the efficient use of assets and generation of profits. This is contrary to the Tesco Company that has displayed higher and fluctuations in the ROA meaning the company has used its assets better and in a more erratic manner. A lower ROA is evident with Sainsbury’s, showing that the company has poor efficiency in terms of turning its assets into profitable results.
The analysis of assets utilization reveals that Tesco’s ROA is better than that of Sainsbury thus showing that Tesco uses assets more efficiently. Extraordinary income and/or operational fluctuations might be the reason for Tesco’s fluctuations in ROA, while Sainsbury’s persistently low ROA shows it has not adequately managed its assets.
In relation to the asset management, Sainsbury’s should consider completing and maintaining the right mix of assets through increased investment in higher return projects, disposal of non-profitable assets and increasing operational efficiency (Ikhsan et al. 2022, p.810-824). Flows and the implementation of technology could enhance ROA through better asset usage, while frequent appraisals might help in this regard as well.
The Return on Capital Employed (ROCE)
ROCE focuses on the effectiveness of the business in generating profits from capital investments (Aldubhani et al. 2022, p.70-81). Sainsbury’s ROCE has been as low as 0% and as high as 7% that depicts a steady but comparatively lower returns than Tesco.
Thus, Sainsbury’s ROCE is relatively stable but below Tesco’s average of 5% to 8%. It can also be seen that Tesco’s ROCE is decreasing, which signifies that the management is not utilizing capital as efficiently as before; however, Sainsbury’s ROCE is less volatile though lower than before.
Tesco’s higher average ROCE signify better capital management though it is decreasing. The closer to 1, but lower ROCE of Sainsbury indicates better, although less efficient management of capital compared to Tesco’s fluctuating performance.
Thus, in order to improve ROCE for Sainsbury’s, the company should concentrate on capital projects with higher returns on capital, decrease capital expenses as well as improve its capital structure (Jelassi et al. 2020, p.125-171). It was suggested that more capital could be employed in growth areas and that operational efficiency could be enhanced which could more than likely mean better returns on capital employed.
Return on Equity (ROE)
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The ROE quantifies the amount of profit that is generated by shareholders’ investment (Magni, 2021, p.279-302). Hence, Sainsbury’s ROE has ranged between -0.04 to 0.08, which point to the difficulty of creating value for shareholders.
Sainsbury’s had low ROE that sometimes was close to negative, which pointed to problems with creating value for shareholders, which could stem from operating issues or financial issues. Tesco’s higher but more fluctuating ROE, which reached 0.80 in 2021, signify better operating profitability compared to the previous year but the impact of non-recurring items cannot be ruled out.
This shows that Tesco has better ROE than Sainsbury, meaning that Tesco has a better value for profitability using equity funds than Sainsbury. However, Tesco has fluctuating profitability, whereas Sainsbury’s ROE is constant although low, meaning that the companies still face difficulties in generating returns and profits.
Thus, to increase the ROE, Sainsbury’s should attempt to increase the net income by increasing the total revenues and decreasing the cost, while at the same time, not compromising the equity (Cevikcan and Kose, 2021, p.369-391). Appraising the share repurchases, dividend management, and reinvestment plans can help in creating better returns for the shareholders.
2.2. [bookmark: _Toc173937141]Efficiency Ratios
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Asset Turnover Ratio
It is the ratio of Total Sales to Total Assets; this ratio indicates the efficiency of a business in using its assets to generate sales (Firman and Salvia, 2021, p.154-165). Sainsbury’s ratio has ranged from 1.04 to 1.23, which suggests that though it is maintaining stable efficiency, it is lower than that of Tesco.
Sainsbury’s asset turnover ratio is always lesser than Tesco, which varies between 1.09 to 1.43. This rise illustrates that Groceries & Other’s asset turns are better than Tesco’s and that it reached its maximum in 2023. Thus, Sainsbury’s stable but lower ratio indicates lesser efficacy in the utilisation of assets.
The Asset Turnover Ratio is also higher and improving compared to the previous year proving that Tesco is more efficient in converting assets into revenues. The lower and more stable ratio of Sainsbury’s implies that there is a room for the improvement of the management of assets.
To improve the efficiency of the asset utilization of Sainsbury’s it is advised that it should reduce and get rid of the idle assets, focus on the successful high return projects and should boost up the productivity of the assets (Deo, 2021, p.10-22). In order to increase the Asset Turnover Ratio, there is need to conduct performance check on assets as well as make strategic investments.
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Inventory Turnover Ratio
The Inventory Turnover Ratio indicates the efficiency in managing and disposing off inventories (Panigrahi et al. 2021, p.149-170). Sainsbury’s has had a ratio varying from 14.00 to 16.79, which means a lower inventory turnover than that of Tesco.
Sainsbury is less effective in managing inventories than Tesco according to the measurements of the Inventory Turnover Ratio in the two companies. Tesco has managed its inventory and sales well, and this is evidenced by a record turnover of £52.42 billion in 2021. This may be due to Sainsbury’s holding too much stock or inventory which does not move as fast as the products being sold at Tesco.
Tesco has a higher Inventory Turnover Ratio which is an indication that the firm effectively manages and sells inventories. This means that Sainsbury’s has a lower turnover ratio than Tesco which can signify ineffective stock control.
In order to increase the inventory turnover, Sainsbury’s should pay attention to the following factors: the proper management of inventory, better demand forecasting, the use of JIT inventory strategies (Sarisa, 2021). As for the factors that may help increase turnover rates, more effective supply chain control and real-time data tracking are also important.
2.3. [bookmark: _Toc173937142]Gearing Ratios
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Debt to Total Assets Ratio
The Debt to Total Assets Ratio compares the extent to which a firm’s total assets were financed via debt. Sainsbury’s ratio has varied from 0.64 to 0.74 meaning that the company relies on debt but in a more stable manner compared to Tesco (Zaman, 2021, p.114-132).
Consequently, Sainsbury’s Debt to Total Assets Ratio although high, indicates that it uses more of debt financing than equity financing but it fluctuates less than Tesco’s which reached 77% in 2019. Some related risks include high interest costs and high sensitivity to the general economic conditions due to high debt levels seen in Tesco.
From the above calculation Sainsbury has a lower and a more stable figure which means that it manages its debts better than Tesco. Sainsbury’s shows somewhat less financial risk because of its lower debt.
Sainsbury’s should go on confirming debt management strictly and effectively by increasing working capital control, retaining profit control, and using equity fund (Hashmi and Iqbal, 2022, p.676-697). The reduction of the debt level and interest expenses will also improve the financial structure.
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Debt to Total Equity Ratio
The Debt to Total Equity Ratio shows how much of the total resources has been financed through debt out of the total equity (Firman and Salvia, 2021, p.154-165). Sainsbury’s ratios have been fluctuating between 178% and 281% meaning that the firm relies on debts but has a less fluctuating trend than Tesco.
Sainsbury’s use more consistent yet, high Debt to Total Equity Ratio suggest a significant amount of debt funding. Tesco’s ratio are higher varying between 215% and 331% implying higher financial leverage and risk. This shows that sainsbury’s is volatile less than Tesco, which implies that sainsbury has a better capital structure compared to Tesco.
Sainsbury’s Debt to Total Equity Ratio is lower and less volatile than Tesco’s higher and volatile ratios thus Sainsbury’s has less risk and better capital structure management than Tesco.
Regarding the Debt to Total Equity Ratio, Sainsbury’s needs to embrace equity and possibly go for new share issues, retain its earnings, or attract more investors (Siegel, 2021). Improved working capital and renegotiation of costly credit can also increase the ability to manage risks and improve the company’s financial position.
2.4. [bookmark: _Toc173937143]Liquidity Ratios
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Current Ratio
The Current Ratio aims at computing the ability of a specific company to clear its short-term obligations with its current assets. It is computed using the formula current assets divided by current liabilities (Tumanggor, 2020, p.137-146). For Sainsbury’s it varied from 0.60 to 0.68 over five years.
By evaluating the Current Ratio of Sainsbury’s it proves that the liquidity position is moderate, whereby the ratio oscillates around or slightly in excess of 0.60. This may mean that the company won’t be in a position to meet its current liabilities through its current assets. The ratio has, however, slightly increased from 0.60 in 2020 to 0.68 in 2023 and still below the recommended one; an ideal value of 1.00, which may suggest that the company is having cash flow problems.
With regards to the Current Ratio, it was recorded that Tesco had a Current Ratio that fell between 0.62 to 0.76, However, Sainsbury’s liquidity position is relatively poor. Thus Tesco has better liquidity position with higher ratio and better coverage of short term liabilities.
In terms of recommendations, Sainsbury’s should focus on its liquidity and attempt to work on the management of current assets and liabilities. Some of the ways may include inventory management, improving collection of receivables and negotiating improved payment terms from the suppliers (Wuave, Yua, and Yua, 2020, p.30-44). Bringing the current ratio to above 1.00 would ensure a safer liquidity buffer and enhance the firms’ financial position.
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Quick Ratio or Acid Test Ratio
The Quick Ratio, also known as the Acid Test Ratio, assesses a firm’s capacity to pay current liabilities without using inventory proceeds (Abas, Kawatu and Kewo, 2020, p.72-78). This is arrived at by deducting the inventory figure from the current assets figure and then dividing the result with the current liabilities figure. In the case of Sainsbury’s, the ratio varied from 0.46 to 0.52.
Sainsbury’s Quick Ratio implies that it has little ability to meet its current obligations if they are due immediately without resorting to the sale of inventory. It remained below 0 for the entire period and fluctuated in a rather stable manner having the highest value of 0.60, confirms that most of the current assets are made up of inventory, which may not be readily realized in the shortest time possible. Though, it increased slightly from 0. 46 in 2020 to 0.52 in 2023 the proportion continues to be low.
Quick Ratio of Tesco is fluctuated from 0.50 to 0.61, which is above Sainsbury’s, in most cases. Tesco has a better Quick Ratio that indicates a better capability of the firm in the payment of the current liabilities without using the inventory significantly, meaning that in terms of liquidity, Tesco has an advantage over Sainsbury.
Based on the Quick Ratio, Sainsbury’s should work on how to minimize inventory amounts and how it can increase its inventory turn. Cashing up and working on accounts receivable are other ways to boost it as well (Ahmed, 2022). Proper cash flow management and cost control measures will enhance the Quick Ratio performance and improve the company’s liquidity position.
[bookmark: _Toc173937144]Part C). Investment appraisal
2.1. [bookmark: _Toc173937145]Evaluation and Recommendation for Sainsbury's Investment Projects A and B
Sainsbury’s is analyzing two investment projects, Project A and Project B, with different financial characteristics and cash flow patterns. To determine the optimal choice, we will evaluate key financial indicators: Out of these, the most commonly used methods are: Net Present Value (NPV), Payback period, and Accounting Rate of Return (ARR). 
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Figure 1: Project A Calculations
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Figure 2: Project B Calculations
Net Present Value (NPV) 
NPV calculates the profitability of an investment by finding the present value of future cash flows by using the cost of capital (Shou, 2022, p.826-830). In terms of NPV, both projects are almost the same, but project A gives £16,573 while project B is slightly lower at £16,077. Thus, even though Project A has a slightly better NPV, which means a slightly better profitability, this difference is not significant enough to clinch the deal. 
Payback Period 
The payback period is a measure that evaluates the time necessary to get the initial investment back (Dai et al. 2022, p.185-189). Project B has a better payback period compared to Project A, 2 years and 4 months, which is 33 months, in contrast to 3 years and 3 months, Thus, a shorter payback period is one more advantage of Project B as far as Sainsbury’s is concerned; it enables the company to secure the invested amount faster and, therefore, to minimize the risks and possibly, start reinvesting earlier. 
Accounting Rate of Return (ARR):
ARR takes into account the net annual accounting returns that an investment can make considering the cost of the investment. Project A has an ARR of 60% while the second project (Project B) has an ARR 47%. This implies that profitability is likely to be higher for Project A than for Project B due to generation of higher returns in relation to the cost incurred in the course of the project’s life cycle. 
Cash Flow Analysis 
Analyzing the annual cash flows, it can be seen that Project B gives more initial cash flows, 50,000 pounds in the first year, as compared to the initial cash flows of 25,000 pounds of Project A in the first year. Nonetheless, a comparison with the data on cash inflow in Project A reported £55,000 in the Year 4, while in the case of Project B, the cash inflow has been consistent from the Year 2 £20,000. From this, it can be deduced that Project A might have more value creation in the long run, while Project B is likely to have more short-term cash generation benefits (Ivaniš, Filipović, and Ivaniš, 2021). 
2.1. [bookmark: _Toc173937146]Risk Considerations 
Owed on Project B’s payback period to mean that it is less risky since the investment on the project is recovered in a shorter time, especially when undertaking the projects in uncertain economic periods. Project A is somewhat riskier in terms of payback period, however, its ARR is higher, indicating better performance during the project’s life cycle. 
Strategic Fit 
Sainsbury’s SWOT analysis and the strategic priorities should also inform the decision. If consideration is given to the fact that one requires cash today and one wants to recover the investment as soon as possible then Project B is more appropriate. On the other hand, if Sainsbury’s is willing to wait for better returns in the long-run and bear the risks that come with it, then Project A would be more fruitful. 
Recommendation 
With respect to the financial characteristics and business consequences, it is suggested to implement Project B. It is important to note that the short payback period and the cash flow positive nature of the capital expenditure supports the risk reduction and the enhancement of company liquidity that is so important in the current market (Ullah et al. 2023, p.360-366). If Project A reveals increased long-term profitability, then Project B is more reasonable to implement under the current conditions due to the immediate advantages.
3.3. [bookmark: _Toc173937147]An evaluation of PBP, ARR and NPV
Sainsbury’s, like any other large company, is always on the lookout for profitable investment opportunities. For proper decisions making, appropriate capital budgeting methods are crucial. This paper provides a critical evaluation of three traditional techniques, namely Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) and their suitability for Sainsbury’s investment appraisal. Also, it emphasizes the notion of assessing and recognising non-financial aspects in the decision-making and evaluation criteria.
Payback Period (PBP)
The Payback Period (PBP) is one of the simplest methods and aims at determining the time that is needed to recover the initial investment in a project (Reksono, and Rahim, 2023). The fact that it is simple is a major strength, because it will be easily grasped by managers. It also emphasizes cash receipts, which are very essential for the survival of any business.
Nevertheless, the following are the limitations of PBP: It does not take the time value of money into consideration, which implies that cash flows that would be received in the future are given the same value as the current cash flows. This can lead to suboptimal decisions especially when evaluating long-term investments with huge initial costs but which yield large revenues in the future. Also, PBP does not show consideration for cash flows beyond the payback period, which may lead to rejection of profitable projects by the company (Study Smarter, 2023).
In the case of Sainsbury’s, PBP could be applied for measuring the feasibility of short-term projects with immediate returns, for instance, store redecoration or equipment replacement. Nevertheless, for the strategic, long-term investments such as new stores or technological groundwork, PBP does not work well because of these reasons.
Accounting Rate of Return (ARR)
The Accounting Rate of Return (ARR) looks at the average annual profit of a project and expresses it as a percentage of the cost of the investment (ClearTax, 2021). It is simple to compute and comprehend as compared to other costs. ARR also employs accounting profits that senior management is conversant with.
However, this research also points to some drawbacks of ARR. Like PBP, it does not consider the concept of the time value of money which can cause some discrepancies. Also, ARR is calculated with reference to accounting profit, which is often managed through accounting entries, thus the results are questionable. Moreover, ARR does not take into account the size of a project and, therefore, it is rather challenging to compare the project of different sizes (NI Business Info, 2023).
Although ARR is acceptable for presenting a rough picture of the profitability, it is not very helpful for making sophisticated investment decision at Sainsbury’s due to the following reasons. It is more useful for the first pass filter of projects rather than the last evaluation of a project.
Net Present Value (NPV)
Another more advanced technique is the Net Present Value (NPV) that estimates the present value of all the expected future cash flows discounted at a particular rate of return deemed appropriate (Fortaleza, Neto and Miranda, 2020, p.1087-1100). One of the main advantages of this approach is that it takes into account the time value of money, which is essential for analyzing long-term investment projects. A project with NPV greater than zero is considered a goodwill project while one with NPV less than zero should be rejected.
As a result, NPV is considered to be the most accurate method of capital budgeting among all of the above-discussed techniques. It includes cash flows, time value of money and the cost of capital of the particular firm. Nevertheless, NPV entails the determination of the appropriate discount rate and the future cash flows which might be difficult to obtain (Focacci, 2022, p.79-98).Therefore, for Sainsbury’s, NPV is the most appropriate model to use, to assess large investments like new store outlets, supply chain management enhancement or technology integration. NPV takes into consideration the time value of money and offers a clear indication of profitability hence aiding in decision making. 
3.4. [bookmark: _Toc173937148]Non-Financial Factors 
Although the financial analysis is useful and important, there are other factors that are also important in investment management. These factors include: 
· Strategic Fit: The project should be in coherent with the overall business strategy and goals of Sainsbury’s (Holbeche, 2022). 
· Risk Assessment: Assessment of possible risks, which may occur at the implementation of the project, like market risks, technological risks, regulatory risks etc. 
· Social and Environmental Impact: Another factor that needs to be analysed in relation to the project is the firm’s policy on sustainability and corporate social responsibility, which has been embraced by Sainsbury’s. 
· Stakeholder Impact: The organizational and social effects of the project on its employee, customers, suppliers, and the community should be determined (Pfajfar et al. 2022, p.46-61). 
· Intangible Benefits: Any expected improvements from the process including the increase in brand reputation, customer loyalty or satisfaction of employees should be considered to be of a qualitatively different nature. 
Thus, the company is able to make more balanced investment decisions that will create value for the business over the long run by including qualitative factors.  Therefore, even though PBP and ARR have straightforward formulas that can be applied easily, their drawbacks mean that they are not ideal when it comes to making sophisticated investment evaluations for Sainsbury’s. NPV on the other hand is considered to be a more advanced technique of valuation of projects as compared to UIR. Nevertheless, the non-financial factors need to be taken into account for proper decision-making processes other than relying on financial analysis. The fundamental approach to Sainsbury’s capital budgeting is the usage of quantitative and qualitative evaluations.
[bookmark: _Toc173937149]Conclusion
In conclusion, it is evident that Sainsbury’s has experienced a tough time from the year 2019 to 2023 as they have a lot of issues to manage and deal with which include leadership issue, COVID-19 pandemic and high competition in the UK grocery retail industry. From the financial ratios analysis it is found out that although Sainsbury’s performance has been comparatively better in some aspects, it has a lot of catching up to do to with its major rival Tesco in terms of profitability efficiency and liquidity ratios.
Thus, to enhance its competitive advantage, Sainsbury’s needs to work on increasing the overall operational efficiency, increasing the efficiency of stocks, and making a strong online presence. The management of debt at the company seems to be more sound than that at Tesco, which is good news; however, there are opportunities for enhancement on asset turnover and liquidity.
For the large-scale and long-term investment decisions, Sainsbury’s should rely on the NPV technique as the leading tool; however, the company should also take into account non-financial factors, including strategic cogency, risk, and social responsibilities. Thus, the ability of the company to adjust to the new trends in consumers’ behavior, including the rising popularity of online shopping, will play a critical role in its performance.
Thus, Sainsbury’s has to innovate, rationalize and concentrate on customer satisfaction strategies to sustain the competitive position in the changing grocery retail market in the UK. Thus, Sainsbury may try to overcome its operational threats and take advantage of the opportunities to enhance its financial performance and move up in the market.
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DESCRIPTION

2023 2022 2021 2020 2019 2023 2022 2021 2020 2019

EFFICIENCY RATIOS

Asset Turnover 

= Sales = 31,491.00 £  

1.20          

29,895.00 £  

1.11          

29,048.00 £  

1.15          

28,993.00 £  

1.04          

29,007.00 £  

1.23          

65,762.00 £  

1.43           

61,344.00 £                  

1.24           

57,887.00 £         

1.26           

58,091.00 £        

1.09           

63,911.00 £   

1.10           

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Inventory Turnover

= Cost of Goods sold = 29,409.00 £  

15.49        

27,514.00 £  

15.31        

27,283.00 £  

16.79        

26,977.00 £  

15.58        

27,000.00 £  

14.00        

62,034.00 £  

24.71         

56,750.00 £                  

24.26         

53,538.00 £         

25.88         

53,810.00 £        

22.12         

59,215.00 £   

22.63         

Inventory 1,899.00 £     1,797.00 £     1,625.00 £     1,732.00 £     1,929.00 £     2,510.00 £     2,339.00 £                     2,069.00 £            2,433.00 £           2,617.00 £     
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DESCRIPTION

2023 2022 2021 2020 2019 2023 2022 2021 2020 2019

GEARING RATIOS

Debt to Total Assets Ratio

= Total Debt = 18,905.00 £  

72%

18,489.00 £  

69%

18,558.00 £  

74%

20,164.00 £  

72%

15,085.00 £  

64%

33,888.00 £  

73%

33,693.00 £                  

68%

33,177.00 £         

72%

39,778.00 £        

75%

44,777.00 £   

77%

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Debt to Total Equity Ratio

= Total Debt = 18,905.00 £  

261%

18,489.00 £  

220%

18,558.00 £  

281%

20,164.00 £  

259%

15,085.00 £  

178%

33,888.00 £  

277%

33,693.00 £                  

215%

33,177.00 £         

269%

39,778.00 £        

298%

44,777.00 £   

331%

Total Equity 7,253.00 £     8,423.00 £     6,604.00 £     7,773.00 £     8,456.00 £     12,230.00 £   15,644.00 £                   12,325.00 £          13,369.00 £         13,548.00 £   
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DESCRIPTION

2023 2022 2021 2020 2019 2023 2022 2021 2020 2019

LIQUIDITY

Current Ratio

= Current Assets = 7,893.00 £    

0.68          

6,742.00 £    

0.68          

7,073.00 £    

0.60          

7,586.00 £    

0.63          

7,581.00 £    

0.66          

12,725.00 £  

0.72           

12,189.00 £                  

0.76           

10,202.00 £         

0.65           

13,608.00 £        

0.73           

13,791.00 £   

0.62           

Current Liabilities 11,614.00 £   9,868.00 £     11,717.00 £   12,047.00 £   11,417.00 £   17,721.00 £   16,125.00 £                   15,721.00 £          18,656.00 £         22,284.00 £   

Quick Ratio/ Acid Test Ratio

= Current Assets-Inventory 5,994.00 £    

0.52          

4,945.00 £    

0.50          

5,448.00 £    

0.46          

5,854.00 £    

0.49          

5,652.00 £    

0.50          

10,215.00 £  

0.58           

9,850.00 £                    

0.61           

8,133.00 £           

0.52           

11,175.00 £        

0.60           

11,174.00 £   

0.50           

Current Liabilities 11,614.00 £   9,868.00 £     11,717.00 £   12,047.00 £   11,417.00 £   17,721.00 £   16,125.00 £                   15,721.00 £          18,656.00 £         22,284.00 £   
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Description

Year 0 

(£K)

Year 1

(£K)

Year 2

(£K)

Year 3

(£K)

Year 4

(£K)

Year 0 1 2 3 4

Invesment Costs (80,000)

Annual Cashflows 25,000 25,000 20,000 55,000

Net Cash Flow (80,000) 25,000 25,000 20,000 55,000

Cost of Capital (CoC) 9.75%

Discount Factor  1.00 0.91 0.83 0.76 0.69

Present Value (PV) (80,000) 22,779 20,755 15,129 37,909

Net Present Value 16,573

Cummulative Cashflow (80,000) (55,000) (30,000) (10,000) 45,000

Payback Period 3.22 or 3 year 3 months

Annual Depreciation -                 20,000                      20,000           20,000           20,000          

Net Cash inflow (80,000)          5,000                        5,000             -                 35,000          

Accounting Rate of Return

60%

PROJECT A
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Description

Year 0 

(£K)

Year 1

(£K)

Year 2

(£K)

Year 3

(£K)

Year 4

(£K)

Year 0 1 2 3 4

Invesment Costs (75,000)

Annual Cashflows 50,000 20,000 20,000 20,000

Net Cash Flow (75,000) 50,000 20,000 20,000 20,000

Cost of Capital (CoC) 9.75%

Discount Factor  1.00 0.91 0.83 0.76 0.69

Present Value (PV) (75,000) 45,558 16,604 15,129 13,785

Net Present Value 16,077

Cummulative Cashflow (75,000) (25,000) (5,000) 15,000 35,000

Payback Period 2.33 or 2 year 4months

Annual Depreciation -                 18,750                      18,750           18,750           18,750          

Net Cash inflow (75,000)          31,250                      1,250             1,250             1,250            

Accounting Rate of Return

47%

PROJECT B
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DESCRIPTION

2023 2022 2021 2020 2019 2023 2022 2021 2020 2019

LIQUIDITY

Current Ratio

= Current Assets = 7,893.00 £    

0.68          

6,742.00 £    

0.68          

7,073.00 £    

0.60          

7,586.00 £    

0.63          

7,581.00 £    

0.66          

12,725.00 £  

0.72           

12,189.00 £                  

0.76           

10,202.00 £         

0.65           

13,608.00 £        

0.73           

13,791.00 £   

0.62           

Current Liabilities 11,614.00 £   9,868.00 £     11,717.00 £   12,047.00 £   11,417.00 £   17,721.00 £   16,125.00 £                   15,721.00 £          18,656.00 £         22,284.00 £   

Quick Ratio/ Acid Test Ratio

= Current Assets-Inventory 5,994.00 £    

0.52          

4,945.00 £    

0.50          

5,448.00 £    

0.46          

5,854.00 £    

0.49          

5,652.00 £    

0.50          

10,215.00 £  

0.58           

9,850.00 £                    

0.61           

8,133.00 £           

0.52           

11,175.00 £        

0.60           

11,174.00 £   

0.50           

Current Liabilities 11,614.00 £   9,868.00 £     11,717.00 £   12,047.00 £   11,417.00 £   17,721.00 £   16,125.00 £                   15,721.00 £          18,656.00 £         22,284.00 £   

GEARING RATIOS

Debt to Total Assets Ratio

= Total Debt = 18,905.00 £  

72%

18,489.00 £  

69%

18,558.00 £  

74%

20,164.00 £  

72%

15,085.00 £  

64%

33,888.00 £  

73%

33,693.00 £                  

68%

33,177.00 £         

72%

39,778.00 £        

75%

44,777.00 £   

77%

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Debt to Total Equity Ratio

= Total Debt = 18,905.00 £  

261%

18,489.00 £  

220%

18,558.00 £  

281%

20,164.00 £  

259%

15,085.00 £  

178%

33,888.00 £  

277%

33,693.00 £                  

215%

33,177.00 £         

269%

39,778.00 £        

298%

44,777.00 £   

331%

Total Equity 7,253.00 £     8,423.00 £     6,604.00 £     7,773.00 £     8,456.00 £     12,230.00 £   15,644.00 £                   12,325.00 £          13,369.00 £         13,548.00 £   

EFFICIENCY RATIOS

Asset Turnover 

= Sales = 31,491.00 £  

1.20          

29,895.00 £  

1.11          

29,048.00 £  

1.15          

28,993.00 £  

1.04          

29,007.00 £  

1.23          

65,762.00 £  

1.43           

61,344.00 £                  

1.24           

57,887.00 £         

1.26           

58,091.00 £        

1.09           

63,911.00 £   

1.10           

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Inventory Turnover

= Cost of Goods sold = 29,409.00 £  

15.49        

27,514.00 £  

15.31        

27,283.00 £  

16.79        

26,977.00 £  

15.58        

27,000.00 £  

14.00        

62,034.00 £  

24.71         

56,750.00 £                  

24.26         

53,538.00 £         

25.88         

53,810.00 £        

22.12         

59,215.00 £   

22.63         

Inventory 1,899.00 £     1,797.00 £     1,625.00 £     1,732.00 £     1,929.00 £     2,510.00 £     2,339.00 £                     2,069.00 £            2,433.00 £           2,617.00 £     

PROFITABILITY RATIOS

Gross Profit Margin

= Gross Profit = 2,004.00 £    

6%

2,366.00 £    

8%

1,765.00 £    

6%

2,016.00 £    

7%

2,007.00 £    

7%

3,661.00 £    

6%

4,633.00 £                    

8%

3,965.00 £           

7%

4,098.00 £          

7%

4,696.00 £     

7%

Total Revenue 31,491.00 £   29,895.00 £   29,048.00 £   28,993.00 £   29,007.00 £   65,762.00 £   61,344.00 £                   57,887.00 £          58,091.00 £         63,911.00 £   

Net Profit Margin

= Net Profit = 207.00 £      

1%

677.00 £      

2%

280.00 -£      

-1%

152.00 £      

1%

219.00 £      

1%

744.00 £      

1%

1,483.00 £                    

2%

6,147.00 £           

11%

973.00 £             

2%

1,270.00 £     

2%

Total Revenue 31,491.00 £   29,895.00 £   29,048.00 £   28,993.00 £   29,007.00 £   65,762.00 £   61,344.00 £                   57,887.00 £          58,091.00 £         63,911.00 £   

Return on Assets

= Net Income = 207.00 £      

1%

677.00 £      

3%

280.00 -£      

-1%

152.00 £      

1%

219.00 £      

1%

744.00 £      

2%

1,483.00 £                    

3%

6,147.00 £           

13%

973.00 £             

2%

1,270.00 £     

2%

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Return on Capital Employed

= EBIT = 562.00 £      

4%

1,156.00 £    

7%

60.00 £        

0%

650.00 £      

4%

312.00 £      

3%

1,525.00 £    

5%

2,560.00 £                    

8%

1,736.00 £           

6%

2,206.00 £          

6%

2,649.00 £     

7%

Capital employed 14,544.00 £   17,044.00 £   13,445.00 £   15,890.00 £   12,124.00 £   28,411.00 £   33,226.00 £                   30,057.00 £          34,491.00 £         36,041.00 £   

Return on Equity

= Net Income 207.00 £      

0.03          

677.00 £      

0.08          

280.00 -£      

(0.04)         

152.00 £      

0.02          

219.00 £      

0.03          

744.00 £      

0.06           

1,483.00 £                    

0.09           

6,147.00 £           

0.50           

973.00 £             

0.07           

1,270.00 £     

0.09           

Total Equity 7,253.00 £     8,423.00 £     6,604.00 £     7,773.00 £     8,456.00 £     12,230.00 £   15,644.00 £                   12,325.00 £          13,369.00 £         13,548.00 £   
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DESCRIPTION

2023 2022 2021 2020 2019 2023 2022 2021 2020 2019

PROFITABILITY RATIOS

Gross Profit Margin

= Gross Profit = 2,004.00 £    

6%

2,366.00 £    

8%

1,765.00 £    

6%

2,016.00 £    

7%

2,007.00 £    

7%

3,661.00 £    

6%

4,633.00 £                    

8%

3,965.00 £           

7%

4,098.00 £          

7%

4,696.00 £     

7%

Total Revenue 31,491.00 £   29,895.00 £   29,048.00 £   28,993.00 £   29,007.00 £   65,762.00 £   61,344.00 £                   57,887.00 £          58,091.00 £         63,911.00 £   

Net Profit Margin

= Net Profit = 207.00 £      

1%

677.00 £      

2%

280.00 -£      

-1%

152.00 £      

1%

219.00 £      

1%

744.00 £      

1%

1,483.00 £                    

2%

6,147.00 £           

11%

973.00 £             

2%

1,270.00 £     

2%

Total Revenue 31,491.00 £   29,895.00 £   29,048.00 £   28,993.00 £   29,007.00 £   65,762.00 £   61,344.00 £                   57,887.00 £          58,091.00 £         63,911.00 £   

Return on Assets

= Net Income = 207.00 £      

1%

677.00 £      

3%

280.00 -£      

-1%

152.00 £      

1%

219.00 £      

1%

744.00 £      

2%

1,483.00 £                    

3%

6,147.00 £           

13%

973.00 £             

2%

1,270.00 £     

2%

Total Assets 26,158.00 £   26,912.00 £   25,162.00 £   27,937.00 £   23,541.00 £   46,132.00 £   49,351.00 £                   45,778.00 £          53,147.00 £         58,325.00 £   

Return on Capital Employed

= EBIT = 562.00 £      

4%

1,156.00 £    

7%

60.00 £        

0%

650.00 £      

4%

312.00 £      

3%

1,525.00 £    

5%

2,560.00 £                    

8%

1,736.00 £           

6%

2,206.00 £          

6%

2,649.00 £     

7%

Capital employed 14,544.00 £   17,044.00 £   13,445.00 £   15,890.00 £   12,124.00 £   28,411.00 £   33,226.00 £                   30,057.00 £          34,491.00 £         36,041.00 £   

Return on Equity

= Net Income 207.00 £      

0.03          

677.00 £      

0.08          

280.00 -£      

(0.04)         

152.00 £      

0.02          

219.00 £      

0.03          

744.00 £      

0.06           

1,483.00 £                    

0.09           

6,147.00 £           

0.50           

973.00 £             

0.07           

1,270.00 £     

0.09           

Total Equity 7,253.00 £     8,423.00 £     6,604.00 £     7,773.00 £     8,456.00 £     12,230.00 £   15,644.00 £                   12,325.00 £          13,369.00 £         13,548.00 £   
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