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Executive Summary  
This business report outlines the findings of an in-depth financial analysis study completed into Aston 

Martin Lagonda (AML) PLC, in order to guide the group’s Executive committee, around a potential 

£5M GBP joint venture opportunity. The data used to conduct this financial analysis has been 

extracted from AML annual reports over a five year period from 2018 to 2022 (Income Statement, 

Cash Flow Statement and Balance Sheet) and has been used to calculate a series of Financial Ratios 

(Profitability, Liquidity, Activity, Leverage and Investor Ratios).  

Critical evaluation of the Financial Ratios calculated, highlight that Aston Martin Lagonda has 

encountering a prolonged period of difficulty, following on from the global Covid-19 pandemic. 

Despite making efforts to increase its revenue to being back in line with  pre-covid levels, the company 

has continued to report a loss over the five year period from 2018 – 2022, with Negative Operating 

and Net Profit Margin ratios. The period of difficultly AML is encountering can further be reinforced 

through calculation and analysis of its Investor ratios, which are wholly unattractive. Throughout 2018 

– 2022, the company has consistently posted a negative Earnings per Ordinary Share (EPS) value, with 

zero dividends paid over this period (0% Dividend Yield Ratios) – figures which are unattractive from 

a from a return on investment and earnings potential perspective. 

Despite its recent poor performance in terms of its Profitability and Investor Ratios, it is evident to see 

that Aston Martin Lagonda has now turned a corner and is now passing through a transition period of 

financial stabilisation and recovery, following on from the covid-19 pandemic. This can be 

demonstrated through an improvement in its Liquidity, Activity and Leverage ratio values year on year 

from 2021, which have been realised under the leadership of Lawrence Stroll (Executive Chairman). 

With Lawrence at the helm, AML has increased its total assets, cash & cash equivalents and 

shareholder equity year on year, which has in turn improved its Liquidity (Current, Quick and Cash 

Ratios) and reduced its reliance on debt (Improved Gearing , Debt/Equity & Long Term Debt/Equity 

Ratios).  

The critical analysis of the Financial Ratios completed in this study, coupled with comparison of AMLs 

financial performance against competitors in the luxury motorcar market (McLaren) and the wider 

automotive industry, have led to an overall recommendation of “Not to Proceed” being provided to 

the group’s Executive committee. The risks currently associated with this joint venture project are 

deemed too significant for this £5M GBP opportunity to be pursued, at this point in time. It is however 

noted that AMLs financial performance is consistent and in some cases better, when compared to its 

competitors (McLaren Automotive), therefore a recommendation to complete further financial 

analysis into the performance of the company during the 2023 financial year is also provided, before 

a re-assessment of this £5M GBP joint venture opportunity is made. 

Although this business report has predominantly focused on the financial implications associated with 

performing this joint venture project, it is worth nothing that there are various other factors, aside 

from the field of finance that should also be considered in reaching a final decision. AMLs is an 

automotive powerhouse and its brand/image in the global market should be considered, alongside 

other topical areas such as its Corporate Social Responsibility (CSR) policies, and its Environmental 

policies.  
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Introduction 
Aston Martin Lagonda (AML) PLC is a FTSE 250 British Manufacturer of ultra-luxury high performance 

super cars (Aston Martin Lagonda, 2023). Originally founded in 1913 in London, the company has 

developed into an iconic global brand, which proudly retails its products in markets across the world. 

AML is a market leader when it comes to high performance super cars, which can be demonstrated 

through its most recent sales figures, producing a total revenue of £1.4bn across the sale of 6,412 

luxury cars (Aston Martin Lagonda, 2023).   

Despite facing challenging times recently through the global Covid-19 pandemic, AML is now in a 

period of financial recovery. With Lawrence Stroll (Executive Chairman) at its helm, the company now 

shares a vision to become the world’s most desirable ultra-luxury British brand (Aston Martin 

Lagonda, 2023).  It has made recent strides, to make this vision a reality, most notably with the 

resurgence of the AML brand within in Formula One Motor Racing (Aston Martin Lagonda, 2023).   

This business report outlines the findings of financial analysis completed into AML, over a five year 

period from 2018 – 2022. Through the use of AMLs Annual reports, a wide range of financial ratios 

have been calculated and critically evaluated. The evaluation of these ratios has allowed for a detailed 

understanding of AMLs financial position, in terms of both its year-on-year (YOY) performance and its 

performance against the wider market (McLaren). This report concludes with the provision of an 

overall recommendation around the potential to enter in a £5M GBP joint venture opportunity with 

AML. 

Financial Statements 

Financial Statements  
A Financial Statement is a document or record, which is used to convey the business activities of a 

company and outline its financial performance, over a given period (Davies, 2023a). The data 

contained within a company’s financial statement can be extremely powerful, when interpreted in the 

correct way, therefore it is no surprise that Financial Statements are audited by a series of government 

agencies and firms, to ensure accuracy and validity (Murphy, 2020). 

Use of Financial Statements  
Table 1 outlines key uses of financial statements. 

Financial Statement Use 
 

Description/Comments 
 

Financial Performance 

Financial statements are used to outline the financial health of an 
organisation, in an open and transparent manner, which is 
particularly important for potential investors/stakeholders 
considering investing within a business (Atrill, 2020). 

Management of Finances 
Businesses may use financial statements and reports to analyse their 
own financial performance, in order to identify ways in which they 
can improve (review of cash inflow/outflows) (Atrill, 2020). 

Decision Marking 
Financial Statements can be used to support the decision making 
process of an organisation, in terms of identifying opportunities for 
future growth, and highlighting business threats (Atrill, 2020). 

Legal Obligations 
Financial Statements can also be used to fulfil legal obligations, such 
as supporting the process of paying taxes (Atrill, 2020). 

Table 1 - Uses of Financial Statements 



 

5 
 

C2 - Confidential 

Types of Financial Statements 
There are various types of Financial Statements/Reports. The four main types of Financial Statement 

are outlined in Table 2. 

Type of Financial 
Statement/Report 

 
Description 

 

Balance Sheet 

The Balance Sheet outlines the overall financial health of an 
organisation. The Balance Sheet provides an overview of a company’s 
assets, liabilities and shareholders’ equity/capital owned by the 
business, at a given point in time (Atrill and Mclaney, 2018). 

 
Income Statement 

 

The Income Statement provides information around the earnings of a 
company, over a given period and contains information around 
Revenue, Expenses, Net Income and Earnings Per Share. The Income 
Statement indicates whether a company has experienced a profit or 
loss over a certain period (Davies, 2023a). 

Cash Flow Statement 

Cash Flow statements summarise the cash position of a company, in 
terms of cash inflows and cash outflows. The Cash Flow statement 
measures how well a company generates cash to pay its debtors and 
fund its operating expenses/investments (Davies, 2023a). 

Statement of Changes in 
Capital/Equity 

The statement of changes in capital or equity is a form of financial 
report, which tracks the total equity within a business, over a given 
time period (Arnold, 2013) 

Table 2 - Types of Financial Statements/Reports 

Limitations of Financial Statements 
Although financial statements contain highly useful information, they do have some limitations, as outlined in  

Table 3 below:- 

Financial Statement 
Limitation 

 
Description/Comments 

 

Past Performance Only 

Financial Statements are historical documents, which contain 
information around the past performance of an organisation only. 
They do not look forward and therefore introduce risk when used by 
potential investors  (Arnold, 2013) 

Interpretation Variation 
Financial Statements are open to interpretation by the user, which 
means financial analysts can often draw vastly different conclusions 
from them  (Arnold, 2013) 

Data Accuracy & 
Reliability 

Financial statements are based on information provided by the 
company itself, which can sometimes impact the statements 
reliability or accuracy. Despite being audited by regulatory bodies, 
poor financial management, oversight or fraudulent activity may 
mislead users into drawing false conclusions (Atrill and Mclaney, 
2018). 

 

Table 3 - Financial Statement Limitations 
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Financial Ratios 

Financial Ratios 
Financial Ratio analysis allows for the quantitative evaluation of an organisations financial 

performance, over a given period. Although a wide range of Financial Ratios exists, each ratio in 

essence measures the relationship between two or more components of an organisations financial 

statement (BDC, 2020). Financial Ratios are most effective when compared over a period of time, as 

they provide a detailed insight into the operations of a company, thus determining its financial health 

and market positon (Bloomenthal, 2023). 

Types of Financial Ratios 
Financial Ratios can be categorised into five key areas as outlined by Figure 1 and Table 4:-  

 

 

 

  

 

 

Financial 
Ratios

Profitability 
Ratios

Gross Profit 
Margin

Operating 
Profit Margin

Net Profit 
Margin

Return on 
Assets

Return on 
Equity

Liquidity 
Ratios

Current Ratio

Quick Ratio

Cash Ratio

Activity Ratios

Days Sales 
Outstanding

Days Payable 
Outstanding

Inventory 
Turnover

Cash 
Conversion 

Cycle

Leverage 
Ratios

Gearing Ratio

Debt/Equity 
Ratio

Long Term 
Debt/Equity 

Ratio

Interest 
Coverage

Investor 
Ratios

Earnings Per 
Ordinary 

Share

Dividend 
Coverage 

Ratio

Price Per 
Earings Ratio

Dividend Yield 
Ratio

Figure 1 - Financial Ratios (Davies, 2023b) 
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Uses of Financial Ratios  
Key uses of Financial Ratios are outlined in Table 5:- 

Financial Ratio Use 
 

Description 
 

Investment 
Investors may make use of financial ratios, particularly Investor ratios, to 
make an assessment of the earnings potential of a firm and predict its 
future growth, before proceeding with an investment (Jaiswal, 2022). 

Strategic Planning 

A company may perform financial ratio analysis into its own organisation, 
to support strategic future planning to aid growth. Ratio analysis may be 
used to identify consumer patterns/behaviours, identify signs of trouble or 
highlight future risks/issues (Jaiswal, 2022). 

Market Analysis 
A company may make use of financial ratio analysis to understand its 
position within the global market and ensure it is performing in line with 
its competitors (Jaiswal, 2022). 

Benchmarking 

Firms may make use of financial ratio analysis across their 
industry/market, to support the setting of internal targets/goals. This 
often involves performing financial ratio analysis of competitor firms 
(Jaiswal, 2022). 

Table 5 - Uses of Financial Ratios 

 

 

 

 

Financial Ratio Type 
 

Description 
 

Profitability Ratios 
Ratios, which measure the overall performance and effectiveness of a firm 
(i.e. its ability to generate income in terms of revenue, its operating costs, 
and assets) (Hayes, 2021). 

Liquidity Ratios 
Ratios, which measure a firm’s ability to pay its current obligations, both in 
the short and long term (CFI Team, 2020) 

Activity or Efficiency 
Ratios 

Ratios that indicate how effective and efficient a firm is at using its 
resources and assets (Kenton, 2020) 

Leverage Ratios 
Ratios, which outline the relationship between debt and equity in an 
organisation, in terms of financing its assets and its ability to pay its short-
term obligations (CFI Team, 2023) 

Investor Ratios 
Ratios used to assess the earnings potential of a firm and predict its future 
performance (Davies, 2023b) 

Table 4 - Types of Financial Ratios 
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Limitations of Financial Ratios 
Financial ratios solely focus on quantitative factors, therefore have several limitations, as outline in 

Table 6:- 

Financial Ratio 
Limitation 

 
Description/Comments 

 

Historical Information 
Financial ratio analysis makes use of financial statements, which contain 
historical data. This introduces a level of risk into the financial analysis 
completed, as it does not provide a look forward (Vaidya, 2019). 

Size of Business 

Financial Ratios do not consider the size of a business, which can make 
direct comparisons between businesses difficult. Larger businesses 
generally have more bargaining power in the market place and 
therefore have more potential of utilizing economies of scale – this is 
not highlighted in ratio analysis (Vaidya, 2019). 

Inflation Effects 

Ratio analysis does not account for the impact of inflation in its 
calculations, which can often provide misleading results. E.g. A firms 
increase in revenue YOY may purely be linked to rising inflation, as 
opposed to increased revenue through additional sales (Davies, 2023d). 

Accounting Policy 
Changes 

Financial Ratio analysis does not account for the impact of accounting 
policy changes between firms (E.g. One company may report 
depreciation based on the straight light method, where as another may 
make use of the declining balance method) (Davies, 2023d). 

Operational Changes 

Ratio analysis does not account for operational changes within an 
organisation. Historical data used to calculate ratios for a company may 
be irrelevant for a firm who has recently changed its business strategy 
or model (Davies, 2023d). 

Seasonal Changes 
Financial ratio analysis does not account for seasonality changes, which 
may impact a business. E.g. A firm stockpiling inventory during busier 
periods of the year (e.g. summer or winter) (Davies, 2023d). 

Manipulation/Creative 
Accounting 

Financial statements can be subject to poor financial management, 
oversight; creative accounting or fraudulent activity may mislead users 
into drawing false conclusions – e.g. a firm may deliberately withhold 
paying its suppliers until the start of a new year, to maximise its cash & 
cash equivalent levels (Davies, 2023d). 

Market Conditions 
Ratio analysis does not account for changing market conditions on 
business performance. E.g. significant losses in revenue due to a global 
pandemic (Vaidya, 2019). 

Comparison of 
Different Industries 

Financial ratios should not be used to directly compare businesses 
across different industries, as they do not take into account the 
dynamics of a company, or the industry it operates in (Vaidya, 2019). 

Table 6 - Financial Ratio Limitations 

Financial Statements and Ratios Summary 
Financial Statements and Ratios are highly valuable items in terms of financial analysis, but should not 

be considered as the sole source of information, when assessing the financial health and performance 

of an organisation (Murphy, 2020).  
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Aston Martin Lagonda Ratio Analysis & Critical Evaluation  
A critical analysis of AML’s financial ratios between 2018 – 2022 has been conducted, to assess this 

feasibility of this joint venture opportunity. Key findings derived from the analysis completed are 

presented within this section of the Business Report, whilst details around financial ratio definitions 

and calculations preformed are outlined within the Appendices of this report. 

Profitability Ratios 
Table 7 and Figure 2 - Figure 3 outline the profitability ratios calculated for AML during 2018 – 2022. 

Ratio definitions and formulae/raw data used to calculate the profitability ratios are captured in 

Appendix A.  

 2018 2019 2020 2021 2022 

Gross Profit Margin % 39.74 35.56 18.16 31.38 32.62 

Operating Profit Margin % 6.64 -3.68 -52.78 -6.98 -10.26 

Net Profit Margin % -5.21 -10.47 -67.10 -17.28 -38.20 

Return on Assets % -2.77 -4.68 -14.69 -6.66 -17.00 

Return on Equity -12.71 -29.09 -51.05 -28.66 -68.31 
Table 7 - Aston Martin Lagonda - Profitability Ratios 

Gross Profit Margin (%) 
The Gross Profit Margin (GPM) for AML has dropped from a period high of 39.74% in 2018, to a period 

low of 18.16% in 2020, before recovering to a healthy 32.62% in 2022. The significant reduction in 

GPM during 2018 – 2020 can be explained by a sudden reduction in sales revenue, due to covid-19. 

The increase in GPM during 2020 – 2022, can be explained through a significant increase in AML 

revenue, which more than doubled from £611.8M GBP to £1381.6M GBP. This coincides with the 

appointment of Lawrence Stroll as Executive Chairman of AML, the return of AML into Formula One 

Racing and the introduction of new products such as the V12 Vantage (Aston Martin Lagonda, 2023). 

Through the operational changes instilled under Stroll’s leadership and the resurgence of the Aston 

Martin brand in Formula 1, AML has now shown recovery from the challenges of the pandemic, with 

its 2022 Gross Profit Margin value of 32.62%, being very close to that of 2018s (pre-covid levels). 

Further recovery may have been possible for AML, however recovery may have been stifled with parts 

of the world facing a cost of living crisis, caused by the high levels of inflation, low wage growth and 

the Russian Invasion of Ukraine (Aston Martin Lagonda, 2023). 

Operating Profit Margin & Net Profit Margin 
Both the Operating Profit Margin (OPM) and Net Profit Margin (NPM) of AML, follow a similar trend 

over the period 2018 – 2022, as outlined in Figure 2. Both OPM and NPM fall from a period high in 

2018 (OPM 6.64% & NPM -5.21%), to a period low in 2020 (OPM -52.78% & NPM -67.10%), before 

significantly increasing in 2021. 

From the OPM and NPM ratios calculated (negative values), it is clear to see that AML has encountered 

continued Operating Profit Losses during 2019 – 2022 and continued Net Profit Losses during 2018 – 

2022. As was the case with GPM, the large Operating and Net Profit Losses experienced by Aston 

Martin Lagonda in 2020 (OPM -52.78% & NPM -67.10%), can be explained by the downturn in revenue 

arising from the Covid-19 pandemic. 

Despite significantly increasing its revenue and GPM during 2021 – 2022, AML has experienced a YOY 

increase in Operating Profit Loss and Net Profit Loss over this time period.  
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The increase in Operating Profit Loss during 2021 – 2022 can be explained through significant increases 

in the firms Distribution expenses and Administrative and other Operating expenses, caused by an 

increased investment in brand and product launches to support new products, higher costs linked to 

inflationary pressure and a £96M increase in depreciation and amortisation charges (Aston Martin 

Lagonda, 2023). 

The increase in Net Profit Loss between 2021 – 2022 can be explained through a significant increase 

in Finance expenses for 2022 (more than doubling from £173.3M GBP in 2021 to £368.7M GBP in 

2022) (Aston Martin Lagonda, 2023). 

Return on Assets & Return on Equity 
The Return on Assets (ROA) and Return on Equity (ROE) ratios for AML between 2018-2023 (Figure 3) 

follow a similar trend to the OPM and NPM, however it is worth noting that all values during this 

period are negative values. This further reinforces the loss making position of AML and illustrates poor 

utilisation of its assets to generate profits and returns for investors. Despite increasing, it’s assets YOY 

to £3104.3M GBP in 2022 and increasing shareholder equity between 2021 and 2022 to £772.5M GBP, 

the firm has recently posted somewhat poor ROA and ROE figures (-17.00% & -68.31% respectively), 

as a direct result of its significant Net Profit Loss during 2022.  

The magnitude of ROE ratios calculated for AML, signify that there are problems within the 

organisation in terms of its ability to provide returns on equity, which is concerning for this joint 

venture opportunity (Fernando, 2022).  
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Figure 2 - Aston Martin Lagonda - Profitability Ratios 1 
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Figure 3 - Aston Martin Lagonda - Profitability Ratios 2
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Liquidity Ratios 
Table 8 and Figure 4 outlines the Liquidity ratios calculated for AML during 2018 – 2022. Ratio 

definitions and formulae used to calculate the ratios outlined in Table 8 are captured in Appendix B.  

 2018 2019 2020 2021 2022 

Current Ratio 0.68 0.66 1.10 0.96 1.08 

Quick Ratio (Acid Test Ratio) 0.47 0.43 0.84 0.74 0.81 

Cash Ratio 0.18 0.13 0.61 0.46 0.56 
Table 8 - Aston Martin Lagonda - Liquidity Ratios 

Current Ratio, Quick Ratio & Cash Ratio 
The AML Current, Quick and Cash Ratios all follow a similar trend, increasing to a period high in 2020, 

before falling slightly in 2021 and then increasing again in 2022 (Figure 4). The significant increase in 

AML liquidity ratios to their peak value in 2020 (Current Ratio 1.10, Quick Ratio 0.84 and Cash Ratio of 

0.61) can be illustrated through a large increase in the firms Current Assets between 2019, from 

£567.5M GBP to £889.5M GBP. This was largely down to the a shift in Operating strategy within AML 

during 2020, through the launch of “Project Horizon” – a company wide transformation programme, 

covering all areas of the business (Aston Martin Lagonda, 2021).  Project Horizon involved “aggressive 

destocking of the Aston Martin dealership network” and through this activity, AML saw a significant 

increase in its Cash and Cash equivalents, up from £107.9M GBP in 2019, to £489.4M GBP in 2020 

(Aston Martin Lagonda, 2022). 

Although its Liquidity ratios slightly decreased between 2020 and 2021 (due to costs of implementing 

Project Horizon), AML did realise a 20% reduction in manufacturing costs per unit through Project 

Horizon, which can be reflected in the positive shift in its 2022 Liquidity Ratios (Current Ratio 1.08, 

Quick Ratio 0.81 and Cash Ratio of 0.56) (Aston Martin Lagonda, 2022). Efficiency work completed 

through Project Horizon and coupled with the implementation of its new product ranges has to date, 

increased revenues, increased gross margin and improved free cash flow. AML is heading in the right 

direction in terms of Liquidity and is on track to achieve its goal of becoming free cash flow positive in 

2024 (Aston Martin Lagonda, 2023).
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Figure 4 - Aston Martin Lagonda - Liquidity Ratios

0.68 0.66

1.10

0.96

1.08

0.47 0.43

0.84

0.74

0.81

0.18
0.13

0.61

0.46

0.56

0.00

0.20

0.40

0.60

0.80

1.00

1.20

2 0 1 8 2 0 1 9 2 0 2 0 2 0 2 1 2 0 2 2

R
A

TI
O

YEAR

ASTON MARTIN LAGONDA - LIQUIDITY RATIOS (2018 - 2022)

Current Ratio Quick Ratio (Acid Test Ratio) Cash Ratio



 

15 
 

C2 - Confidential 

Activity Ratios 
Table 9 outlines the Activity Ratios calculated for AML during 2018 – 2022. Ratio definitions and 

formulae used to calculate the Activity ratios outlined in Table 9, are documented within Appendix C. 

 

 2018 2019 2020 2021 2022 

Days Sales Outstanding 
(DSO) - Days 

81.02 92.05 106.67 81.81 66.58 

Inventory Turnover 
(Stock Turns per year) 

4.00 3.51 2.45 3.72 3.85 

Days Payable 
Outstanding (DPO) - Days 

391.30 404.07 427.47 354.90 347.20 

Days Inventory 
Outstanding (DIO) - Days 

91.32 103.93 148.75 98.15 94.70 

Cash Conversion Cycle 
(CCC) - Days 

-218.95 -208.10 -172.05 -174.94 -185.92 

Table 9 - Aston Martin Lagonda - Activity Ratios 

Days Sales Outstanding (DSO) 
Aston Martins DSO ratios between 2018 – 2022 further illustrates the firm is heading in the right 

direction from a financial standpoint, with its DSO falling from a high 106.67 days in 2020, to a period 

low of 66.58 days in 2022. Over this period the firm has almost reduced its DSO by half, which indicates 

AML is now receiving payments for its goods and services, considerably quicker. Although AMLs DSO 

Ratio of 66.58 Days in 2022, is somewhat higher than the automotive industry-benchmarking figure 

of 45 days (Kenton, 2017), the positive YOY trend of a decreasing DSO ratio, reinforces good process 

under Stroll’s leadership. AML is now promptly receiving payments from its customers, which reduces 

a level of risk within its cash flow and allows the firm to use these funds more efficiently, in order to 

generate new business.   

Inventory Turnover 
AMLs Inventory Turnover ratios falls from a period high of 4.00 stock turns per year in 2018 to a period 

low of 2.45 in 2020 before increasing again through to 3.85 in 2022. The firms low inventory turnover 

ratio of 2.45 in 2020 can be attributed to a downturn in sales during the Covid-19 pandemic, where 

the firm’s inventory was moving slowly (i.e. tied up capital) (Hayes, 2023c). 

AML has made good progress during 2020 – 2022 in terms of boosting its Inventory Turnover ratio. 

More stock turns are beneficial in enabling valuable capital to be released and reduce the risks 

associated with stock obsolescence. AMLs Inventory Turnover ratio of 3.85 days in 2022, is now close 

to pre-covid levels (4.00 in 2018) and can be attributed a shift in the firms operating strategy, to:- 

- Destock its dealership network (Aston Martin Lagonda, 2021).   

- Introduce routine monitoring of dealer stock level (Aston Martin Lagonda, 2021).   

- Shift to a build to order strategy (Aston Martin Lagonda, 2023). 

Days Payable Outstanding (DPO) 
Aston Martins DPO is somewhat high during 2018 – 2022. The DPO increases from 391.30 days in 

2018, to a period high of 427.47 days in 2020, before falling to a period low of 347.20 days in 2022. A 

higher DPO is desirable for AML, as it means the company can takes longer to pay its obligations, 

meaning it can retain funds for longer and thus increasing working capital and free cash flow. This is 
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desirable, as it enables the firm to use these retained funds to explore new opportunities, to maximise 

their benefits. 

Although the AML DPO has decreased to its lowest value of 347.20 days in 2022, the figure does seem 

relatively high which may not be solely good news. AML is a larger firm, which means it will have 

greater negotiation powder in terms of its payments, however the high DPO may also signify a cash 

shortfall within the company and an inability to pay its creditors right away (Borkar, 2019). Similarly, 

AMLs high DPO may signify that the firm is not taking advantage of early payment discounts/credits, 

which may be on offer from its suppliers.  

Cash Conversion Cycle 
The Cash Conversion Cycle (CCC) outlined in Figure 5 is a financial ratio and theory that outlines the 

time taken by a firm (in days), to covert its investment in raw materials and other resources, into cash 

flow from sales of inventory (Hayes, 2015). The CCC helps to evaluate the efficiency of a company’s 

operations and management.  AMLs DSO and DPO ratios can be used in accordance with Days 

Inventory Outstanding (DIO) ratio, to calculate its CCC for the 2018 – 2022 period. 

 

Figure 5 - Cash Conversion Cycle 

 

AML has a negative CCC ratio throughout 2018 – 2022. Its CCC peaked in 2018 at (-218.95 days), before 

reducing to -185.92 days in 2022, in line with its reducing DPO ratio. This negative CCC ratios exhibited 

by Aston Martin indicate the firm is in a desirable position, with inventory being sold by the firm, in 

advance of paying for it. In simple terms, this indicates that AMLs vendors are financing its business 

operations, which means the firm will have a greater liquidity in terms of its working capital (Hayes, 

2015). 
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Leverage Ratios 
Table 10 outlines the Leverage ratios calculated for AML during 2018 – 2022. Ratio definitions and 

formulae used to calculate the Leverage ratios outlined in Table 10 are captured in Appendix D 

 2018 2019 2020 2021 2022 

Gearing Ratio % 63.93 73.86 59.52 65.91 62.54 

Debt/Equity Ratio % 358.66 521.65 247.57 330.42 301.85 

Long Term Debt/Equity 
Ratio % 177.21 282.53 147.05 193.35 166.98 

Interest Coverage % 87.39 -47.48 -307.23 -47.43 -78.82 
Table 10 - Aston Martin Lagonda - Leverage Ratios 

Gearing Ratio 
AML gearing ratios between 2018 – 2022 have fluctuated from a high of 73.86% in 2019 to a low of 

59.52% in 2020, with a five-year average-gearing ratio of 65.15%. Data outlined in Table 10, 

demonstrates that Aston Martin’s is a highly geared business, with all of its gearing ratios, exceeding 

the 25-50% optimum gearing ratio range expected from a well-established organisation. Although 

AMLs gearing ratios have shown signs of decreasing between 2021 – 2022, it is clear to see that there 

is a high level of financial risk associated with AML, as its gearing ratios indicate the firm has been 

using more debt, than equity, to fund its operations  

Debt/Equity Ratio & Long Term Debt/Equity Ratio 
The Debt/Equity ratios and Long Term Debt/Equity ratios for AML during 2018 – 2022, follow a similar 

trend, increasing to their peak in 2019 (Debt/Equity Ratio – 521.65% & Long Term Debt/Equity Ratio 

– 282.53%), before falling considerably to a period low in 2020 (Debt/Equity Ratio – 247.57% & Long 

Term Debt/Equity Ratio – 147.05%). This change in ratio signifies that the AML business is working 

hard to reduce its reliance on debt, both in the long and short terms, which is desirable from an 

investment perspective. This has been realised through AMLs Project Horizon scheme, which has 

allowed the company to raise its equity through destocking of its dealer networks, forming a long-

term strategic partnership with Mercedes-Benz and other bond refinancing (Aston Martin Lagonda, 

2021).   

Despite the good work completed in terms of raising equity in 2020, AMLs Debt/Equity Ratio and Long 

Term Debt/Equity ratios are still considered high, with 2022 values of 301.85% and 166.98% 

respectively. In simple terms, these ratios indicate that AMLs current debt in 2022 is just over three 

times greater than its equity, whereas its long-term debt is over 1.5 times its equity. The magnitude 

of these ratios show that there is still a high level of financial risk associated with AML. The firm is still 

heavily reliant on debt and therefore has a higher probability of loan default/bankruptcy. This is not 

attractive from a joint venture project perspective.  

Although AMLs debt/equity ratios are high, it is worth noting that the firm is a large global brand, with 

well-established roots and products. This coupled with its high DPO ratios (Table 9), outline that the 

organisations high reliance on debt/gearing may be irrelevant in this case. The firm may simply be 

using debt to fund organisation growth, which will bring future benefit (Boyle, 2022). 
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Interest Coverage 
AMLs Interest Coverage ratios during 2018 – 2022 are very concerning, with all values falling below 

100%. The Low Interest coverage ratios calculated indicate that AML is currently spending parts of its 

cash reserves to meet its interest obligations, as its profits alone are not sufficient to do this -  highly 

undesirable position. This approach means there is a greater chance the company will not be able to 

service its debt in the near future, unless it borrows more funds (takes on additional debt), which may 

put the firm at further risk of bankruptcy (Maverick, 2021). 

AMLs Interest Coverage Ratio is negative between the 2019 – 2022 period, which can be explained by 

the Operating Losses made by the firm during this period (Table 7). Peaking at -307.23% in 2020, the 

Interest Coverage Ratio of AML has recovered slightly to -78.82%, in 2022, however this figure is still 

a long way off the minimum acceptable Interest Coverage Ratio of 2 or 200%, for a large firm with 

consistent revenues (Maverick, 2021). From an investment perspective AMLs poor Interest Coverage 

Ratios are worrying, as there is a high level of risk surrounding the firms ability to service its debt and 

receive future credit from its lenders to support growth. 

Further analysis will need to be completed into the nature of Aston Martin’s debt and interest 

obligations. If the firm’s borrowings are based on variable interest rates, then there is great risk that 

the current economic climate may add further pressure onto the firm’s finances, with interest rates 

soaring within the UK (Maverick, 2021). 
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Investor Ratios 
Table 11 and Figure 7 outline the Investor ratios calculated for AML during 2018 – 2022. Ratio 

definitions and formulae used to calculate the Investor ratios outlined in Table 11, are captured in 

Appendix E of this report.  

 2018 2019 2020 2021 2022 

Earnings Per Ordinary Share (p) -31.02 -49.65 -543.13 -165.89 -124.46 

Dividend Cover % 0.00 0.00 0.00 0.00 0.00 

Price Per Earnings Ratio -253.23 -67.22 -3.70 -8.16 -1.24 

Dividend Yield Ratio % 0.00 0.00 0.00 0.00 0.00 
Table 11 - Aston Martin Lagonda - Investor Ratios 

Earnings per Ordinary Share (EPS) 
AMLs EPS ratios are negative during the 2018 – 2022, which is expected due to the Net Loss posted by 

the firm through this period. The firms EPS follows a similar trend to its NPM, falling to period low of 

-543.13p in 2020, before recovering slightly to -124.46p in 2022. Despite making significant losses in 

2022 (Net Loss of -£527.7M GBP & NPM of -38.20%), the recovery in EPS ratio during this year can be 

explained through an increase in the number of AML shares to 424.7 Million. This increase can be 

attributed to capital raising completed by AML, through a four for one rights issues scheme completed 

in September 2022, alongside the placing of new ordinary shares to the Saudi Arabia Public Investment 

Fund (PIF) in return for £78M GBP of investment (Mathews, 2022). 

Although AMLs EPS ratios are not desirable from a financial perspective, the fact that the firm has 

recently managed to seek significant investment from one of the world’s largest sovereign investment 

funds is positive. This financial backing shows the true value of the AML brand and highlights the 

potential for long-term benefits/significant returns on equity. This can be reflected through Figure 6, 

which provides an overview of the AML share price, between 2020 – 2022 (Lansdown, 2023).  

Although Figure 6 indicates a fall in the AML share price from 2020 onwards (partly due to poor 

financial performance and share dilution), it is clear to see that AMLs share price is starting to recover. 

 

 

Figure 6 - Aston Martin Lagonda - Share Price (2020 - 2023) - (Lansdown, 2023) 



 

20 
 

C2 - Confidential 

Dividend Coverage Ratio 
AML has not paid any dividends to its shareholders during 2018 – 2022, meaning we are unable to 

calculate its dividend coverage ratios for analysis. Despite this, the formula used to calculate Dividend 

Coverage is outlined in Appendix E. 

The fact that AML has not paid dividends to its shareholders over this period is alarming and 

unattractive from an investment perspective. Zero Dividend Coverage further reinforces that AML is 

still passing through a period of financial difficulty following on from the covid-19 pandemic, which is 

echoed through its poor profitability ratios. Despite this AML’s Chief Financial Officer (CFO) has 

assured stockholders that the company is on track to be free cash positive by 2024, where it will 

provide its first dividends, in recent times (Fernando, 2021). 

The fact that AML has not paid dividends for a prolonged period of time, highlights a level of financial 

risk in the company, as it may lead to the potential sale of shares by its investors. This is a major factor 

of consideration for the joint venture opportunity, as there may be a knock on effect of share sale 

onto AMLs stock price. 

Price per Earnings (P/E) Ratio 
AMLs P/E ratio for the period between 2018 – 2022 is negative throughout (Figure 7), based on its 

negative EPS for the same period. The AML P/E ratio has shown YOY improvements through 2018 – 

2022, increasing from a peak of -253.23 in 2018 to -1.24 in 2022. The shift in P/E ratio for AML from 

2018 – 2022 implies its stock was previously over valued in 2018, with investors expecting high future 

growth which was ultimately not realised (Girardin, 2022). AMLs stocks value is now more 

representative of the company’s performance, as illustrated by the P/E ratio of -1.24 in 2022. Further 

work is required by AML in the coming years to make both its EPS and P/E ratios, positive values. 

Dividend Yield Ratio 
As previously outlined, AML has not paid dividends to its shareholders during 2018 – 2022, meaning 

it has a dividend yield ratio of zero through this period. Despite this, the formula used to calculate 

Dividend Yield ratio is outlined in Appendix E. AMLs 0% Dividend Yield ratio throughout the period 

from 2018 – 2022, is unattractive from an investment perspective and indicates there is a high level 

of risk with this joint venture project. Zero dividend yields over a prolonged period may force investors 

and shareholders to lose patience with the firm and move their funds elsewhere (Davies, 2023d).  
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Figure 7 - Aston Martin Lagonda - Investor Ratios

2018 2019 2020 2021 2022

Earnings Per Ordinary Share (p) -31.02 -49.65 -543.13 -165.89 -124.46

Price Per Earnings Ratio -253.23 -67.22 -3.70 -8.16 -1.24
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Ratio Analysis - Summary of Findings 
To further the critical analysis completed into the financial performance of AML, a direct comparison 

has been completed against one of its key competitors, McLaren Automotive. Detailed calculation of 

Financial Ratios for McLaren Automotive are outlined in Appendix G of this report. 

Profitability Ratio Summary 

Profitability Ratio analysis into AML illustrates that the firm has faced a challenging few years, where 

it has been operating at a loss. Attributed largely to a downturn in revenue as a result of covid-19, the 

firm has made significant losses YOY, in terms of its Gross, Operating and Net Profit margins. Although 

signs of recovery are now present under the leadership of Lawrence Stroll, it is evident to see that the 

firm is still under utilising its assets and equity with negative ROA and ROE ratios.  

Although AMLs profitability ratios indicate the firm has faced a prolonged period of financial difficulty, 

comparison against McLaren Automotive’ Profitability Ratio’s for the same period (Table 12), 

demonstrates the following:-  

- AMLs poor financial performance in terms of profitability over the past five years has been 

wholey consistent with the wider luxury automotive market. Both AML and Mclaren have 

posted a Net loss through this period as outlined in  Figure 10, indicating that that the Covid-

19 pandemic has had a significant impact on the automotive sector, as a whole. 

- AML looks to be be outperforming the market and it’s competitors, in terms of recovery post 

the pandemic, as demonstrated by it’s Revenue and Gross, Operating and Net Profit Ratios 

(Figure 8 – Figure 10). Prior to the Covid-19 pandemic (2018 – 2020), McLaren Automotive 

posted higher revenue and NPM ratios than AML, however the opposite is now true for the 

period between 2021 – 2022. Both AMLs revenue (£1381.5M GBP) and NPM ratio (-38.20%) 

are higher that of McLaren (revenue of £627.8M GBP and Net Profit Ratio -53.31% 

respectively.  

 2018 2019 2020 2021 2022 

Gross Profit Margin  % 28.64 30.16 18.76 27.31 19.39 

Operating Profit Margin % -0.31 1.67 -37.67 -23.59 -20.91 

Net Profit Margin  % -4.79 -2.23 -35.55 -22.28 -53.31 

Return on Assets % -3.79 -1.85 -16.42 -9.30 -23.99 

Return on Equity  -25.50 -11.91 -61.56 -22.01 -80.50 
Table 12 - McLaren Automotive - Profitability Ratios 
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Figure 8 - Aston Martin Lagonda vs McLaren Automotive – Revenue 

 

Figure 9 - Aston Martin Lagonda vs McLaren Automotive - Gross Profit Margin 

2018 2019 2020 2021 2022

Aston Martin 1096.5 997.3 611.8 1095.3 1381.5

Mclaren 1257.0 1486.1 772.8 610.4 627.8

1096.5

997.3

611.8

1095.3

1381.5

1257.0

1486.1

772.8

610.4 627.8

0.0

200.0

400.0

600.0

800.0

1000.0

1200.0

1400.0

1600.0

R
ev

en
u

e 
(£

M
 G

B
P

)
REVENUE - ASTON MARTIN LAGONDA VS MCLAREN 

(2018 - 2022)

39.74

35.56

18.16

31.38 32.62

28.64

30.16

18.76

27.31

19.39

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

45.00

2 0 1 8 2 0 1 9 2 0 2 0 2 0 2 1 2 0 2 2

G
R

O
SS

 P
R

O
FI

T 
M

A
R

G
IN

 R
A

TI
O

 %

YEAR

ASTON MARTIN LAGONDA VS MCLAREN - GROSS 
PROFIT MARGIN % (2018 - 2022)

Gross Profit Margin - Aston Martin % Gross Profit Margin - Mclaren %



 

24 
 

C2 - Confidential 

 

Figure 10 - Aston Martin Lagonda vs McLaren Automotive - Net Profit Margin 

Liquidity Ratio Summary 

Liquidity Ratio analysis into AML indicates that the firm has a strong focus on increasing its Liquidity, 

as part of its operating strategy. With the introduction of Lawrence Stroll as its Executive Chairman, 

the firm has instilled a series of measures, which have successfully boosted its Current, Quick, and 

Cash Ratio’s to an acceptable level. The firm is on track to become free cash flow positive by 2024 

(Aston Martin Lagonda, 2022), which indicates that it will soon have sufficient funds to either invest 

back into its business for further growth, or distribute to shareholders. Although AML has made good 

progress in increasing its Liquidity ratios, further work is required to continue this upward trajectory, 

towards a cash ratio of above 1.0, which will reduce a significant level of risk within the business 

(Davies, 2023b). 

Comparison of AMLs Liquidity Ratios to the Liquidity Ratios of McLaren (Figure 11 and Table 13), show 

similar performance and trends between AML and McLaren in terms of liquidity. Both AMLs and 

McLaren’s Current and Quick ratios are similar in magnitude, which indicates that AMLs financial 

performance in terms of liquidity is in line with the wider automotive market. Comparison of AMLs 

Cash ratio to McLaren’s Cash ratio further strengthens the view that the firm may be outperforming 

its rivals in the market, in terms of its recovery post covid-19. The AML Cash Ratio between 2020 – 

2022, is significantly higher than that of McLaren, which indicates the firm is in a stronger position, in 

terms of cash flow.  

 2018 2019 2020 2021 2022 

Current Ratio  0.82 0.81 1.12 1.65 1.21 

Quick Ratio (Acid Test Ratio)  0.59 0.60 0.87 1.07 0.80 

Cash Ratio  0.14 0.08 0.14 0.23 0.24 
Table 13 - McLaren Automotive - Liquidity Ratios
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Figure 11 - Aston Martin Lagonda vs McLaren Automotive - Liquidity Ratios
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Activity Ratio Summary 

AML Activity ratios indicate that the firm is making good progress in becoming more efficient in 

utilising its resource and assets. DSO and DPO ratios for AML are favourable for the organisation in 

terms of maximising its cash flow, with inventory being sold by the firm, in advance of paying for it. 

This position is highly desirable and shows the negotiation power of AML within the automotive 

sector, as it indicates AMLs vendors are effectively financing its business operation (demonstrated by 

its negative CCC ratios).  

Comparison of the AML Inventory Turnover Ratio to that of McLaren (Table 14), further reinforces the 

positive work that has been completed by AML in terms of inventory management. Following on from 

the Covid-19 pandemic, AML has exhibited higher inventory turnover ratios that those of McLaren 

(2021 and 2022), indicating it is performing better than the market average in this area. 

 

 2018 2019 2020 2021 2022 

Inventory Turnover 5.77 6.76 4.75 2.88 2.79 
Table 14 - McLaren Automotive - Activity Ratio 

Leverage Ratio Summary 

Leverage Ratio analysis completed into AML indicate that there is high level of risk associated with 

investing in the firm, as it is a highly geared organisation (gearing ratios consistently over the 50% 

threshold) (Hayes, 2020). AML also has high a high reliance on both short and long-term debt (High 

Debt/Equity ratios), which is unfavourable from an investment perspective. From the comparison of 

AMLs Gearing Ratios to McLaren’s (Figure 12 & Table 15), it is clear to see that both firms have a similar 

reliance on debt, to equity. Similarly, both firms are geared around the 60% mark (2022). Although 

AML is a highly geared organisation, it appears that leverage of this magnitude is consistent with the 

winder automotive industry average. 

 2018 2019 2020 2021 2022 

Gearing Ratio %  71.11 70.49 60.07 44.98 57.66 
Table 15 - McLaren Automotive - Gearing Ratios 
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Figure 12 - Aston Martin Lagonda vs McLaren Automotive - Gearing Ratio 

 

Investor Ratio Summary 

Investor Ratio analysis completed indicates that investment into AML is highly undesirable at this 

moment in time, due to the loss making nature of the business. Negative EPS, P/E and ROE ratios over 

the five-year analysis period, coupled with a zero dividend yield, strongly indicate that there may not 

be any short to medium term returns on investment on the £5M GBP injected, as part of this joint 

venture opportunity. Whilst minimal, there is also risk that any funds invested may be lost without 

return, if the firm is unable to keep up with payments on its liabilities. 

Comparison of AMLs Dividend Yield to that of McLaren provides further weight to the fact that 

investment in AML is low risk. Review of the McLaren Annual Reports between 2018 – 2022 highlight 

that McLaren has also not paid any dividends over this time period. From this we can deduce that the 

past five years have been a period of difficulty for the automotive sector as a whole, not just AML. 
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Conclusion and Recommendations 
Analysis of AML’s financial statements between 2018 – 2022, completed alongside the calculation and 

interpretation of its financial ratios has been most useful in determining the overall financial health of 

the company. Based on the financial analysis completed, an overall recommendation of “Not to 

Proceed” with the £5M GBP joint venture project has been provided, at this moment in time.  

Through the calculation and interpretation of AML’s financial ratios, it is evident that a £5M GBP 

investment in ALM has a high level of risk associated with it, rendering this joint venture opportunity 

undesirable. AML has been operating with significant losses for a prolonged period (Net Profit Margin 

-38.20% in 2022), and its inability to provide any returns to its investors during this time (0% Dividend 

Yield/ Negative EPS), is a major cause for concern. This coupled with the general structure of the AML 

business (highly geared business with an average-gearing ratio of 65.15%) and its high reliance on both 

long term and short-term debt, cast further doubt over the merits of a joint venture project (Average 

Long Term Debt Ratio of 193.42% & Average Debt/Equity Ratio of 352.03%). 

Table 16 , summaries the rationale behind the recommendation provided to the Executive Committee, 

against several key Financial/Other Indicators. A RAG (Red, Amber, and Green) status has been 

included within the table, to highlight the AML position against each financial indicator, in terms of its 

bearing on the overall recommendation provided around this joint venture opportunity.  

(Red = Poor performance vs Indicator, Amber = Average performance vs indicator, Green = Good 

performance vs indicator) 

 
Indicator 

 
Comments 

RAG status 
(Joint 

Venture Opp) 

Revenue 

AML revenue figures posted indicate the firm has recovered well 
from the covid-19 pandemic, to a level where it is currently 
outperforming its competitors. Revenue levels for AML have 
increase YOY from 2020, despite a cost of living crisis, which places 
a level of confidence in the firm’s products and brand. 

 

Profitability 

AMLs profitability ratios indicate that there is a high level of risk 
associated with the firm and its operations. YOY losses in terms of 
Gross, Operating and Net Profit imply that the firm has various 
inefficiencies, coupled with tough conditions across the 
automotive sector.  

 

Cash & 
Liquidity 

AML has made good progress over the past few years, to boost its 
cash reserves, via Project Horizon. Further work is required to 
continue to increase Cash reserves, to a level where the AML Cash 
Ratios are above 1. 

 

Days Sales 
Outstanding & 
Days Payables 
Outstanding  

AML has positive payment terms in place with both of its suppliers 
and customers, as outlined through its DSO and DPO ratios. This is 
attractive from an investment perspective, as the level of risk is low 
- Aston martin’s vendors are effectively financing its business 
operation. 

 

Inventory 

AML is managing its inventory well as demonstrated by its 
Inventory Turnover ratios. Over recent years, the firm has made 
good progress in de-stocking its dealerships and thus reducing its 
overall inventory levels, to ensure it utilises working capital 
effectively/minimises the risk of redundant stock. 
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Gearing 

AML is a highly geared business, with Gearing Ratios around the 
60% mark. Despite this, it appears AML’s gearing ratios are 
consistent with other firms in the automotive sector; implying risk 
of investment is low. 

 

Debt 
AML has poor Debt/Equity & Long Term Debt/Equity ratios. The 
magnitude of these ratios indicate there is a high level of financial 
risk with AML, as it is heavily reliant on debt.  

 

Interest 
AML has poor interest coverage ratios, which indicate there is a 
high level of Risk surrounding its ability to service its debt and 
receive future credit from its lenders to support growth.  

 

Share Price 

The AML share price has fallen considerably over the past 3 years 
from 800.00p per share in 2020 to 334.00p per share in 2022 
(Lansdown, 2023).  However, the AML share price has now started 
to recover, which emphasises market confidence in the firm is 
starting to increase. 

 

Shareholder 
Returns & 
Dividends 

AMLs investor ratios do not provide confidence around a joint 
venture opportunity with the firm. The firm’s inability to provide its 
shareholders with any returns/dividends over the past five years is 
a significant risk in terms of current and future shareholder equity.  

 

Leadership 

Lawrence Stroll has years of experience within the automotive 
industry, coupled with a proven track record of delivering results in 
this sector. The stature of AML with Stroll at the helm, makes a joint 
venture opportunity highly appealing, however there is a risk that 
market confidence in AML will fall, under any change in leadership.  

 

Brand/Image 

AML is a global brand that operates at the forefront of the 
automotive industry and the world of Formula One motor racing. A 
partnership with AML will help raise the profile of our company, on 
a global scale, especially through the growth of Formula One 
racing. 

 

Corporate 
Social 

Responsibility 
(CSR) 

AML has recently received funding from the Saudi PIF – a group 
operated by Saudi Arabia’s Crown Prince (Saker-Clark, 2022). Any 
association with AML may negatively impact the brand image of 
our company, as the firm has received backing from a country, 
which has a poor human rights record. 

 

Sustainability  

AML has ambitions to become a world leading sustainable 
organisation, with sustainability being a key pillar of its CSR policy. 
This is positive from a joint venture project perspective, in terms of 
company image. 

 

Global 
Economic 
Climate 

The UK and other countries are facing a cost of living crisis. There 
is a risk that AML may be impacted as result of this, through a 
reduction in sales and downturn in revenue. 

 

Comparison 
to Market 

AML appears to be outperforming its competitors in the luxury 
automotive market. Despite making losses, the firm is recovering 
quickly, which make investment now sensible (invest ahead of the 
curve for maximum returns).   

 

Table 16 - Conclusion and Recommendations 

Although a recommendation of “Not to Proceed” has been provided, a recommendation to revisit this 

opportunity again in early 2024 has also been made. It is clear to see that AML has recently turned a 

corner after working through a period of financial stabilisation and recovery, and is now operating at 

a level where it is outperforming its competitors (McLaren). In a short space of time, the company has 
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successfully boosted its cash reserves (£583.3M GBP - 2022), significantly increased its stock turnover 

levels (3.85 turns in 2022) and attracted significant financial backing from global a powerhouse, the 

Saudi PIF (£78M GBP). In parallel to this, significant effort has also been made to boost the AML name 

and brand globally both through the stature of Lawrence Stroll and the rejuvenation of the AML 

Formula One team. Based on this, it is recommended that further financial analysis into AML is 

completed, in 2024, upon release of the AML 2023 annual report.   

To further the financial analysis completed into AML, investigation into additional financial ratios 

could be completed, such as the calculation of solvency ratios, ROCE (Hayes, 2023a) or ROI (Vaidya, 

2012)). Similarly, further investigation into AML’s market position could be completed, through 

comparison to additional firms such as Ferrari.  
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Appendices  

Appendix A – Profitability Ratios 
Aston Martin Lagonda Raw Data Table (2018 – 2022) 

 

Profitability Ratios 

Profitability Ratios, measure the overall performance and effectiveness of a firm in terms of its ability 

to generate income in terms of revenue, its operating costs, and assets (Vipond, 2020). 

Gross Profit Margin (GPM) compares gross profit to revenue generated through sales and outlines the 

profitability of a firm, taking into account the costs associated with producing its goods of services 

(Vipond, 2020), 

 

𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝐺𝑟𝑜𝑠𝑠 𝑃𝑟𝑜𝑓𝑖𝑡

𝑆𝑎𝑙𝑒𝑠
 𝑥 100 

Equation 1 (Davies, 2023b) 

Operating Profit Margin (OPM) compares operating profit to revenue generated through sales and 

outlines the earnings of a firm after operating expenses have been satisfied, but before income taxes 

and interest expenses are deducted (Vipond, 2020). 

 

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑆𝑎𝑙𝑒𝑠
 𝑥 100 

Equation 2 (Davies, 2023b) 
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Net Profit Margin (NPM), is the ratio of net income over revenue generated to sales and is often 

referred to as the bottom line. NPM provides the final position of a company in terms of profitability, 

after all expenses, including taxes and interest payments have been taken into account (Vipond, 2020) 

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑆𝑎𝑙𝑒𝑠
 𝑥 100 

Equation 3 (Davies, 2023b) 

Return on assets (ROA) outlines the ratio of net income/earnings relative to the company’s total assets 

and outlines the effectiveness of a company, in deploying its assets to generate sales revenue and 

profits (Davies, 2023b) 

 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑓 𝐴𝑠𝑠𝑒𝑡𝑠 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝐴𝑠𝑠𝑒𝑡𝑠
 𝑥 100 

Equation 4 (Davies, 2023b) 

Return of equity (ROE) outlines the ratio of net income relative to shareholder equity and indicates 

the ability of a firm to earn returns on shareholders equity investments.  ROE is a powerful financial 

ratio from as it provides an understanding around the profitability of an organisation and indicates 

how efficiently it is able to generate those profits (Fernando, 2022).  

 

 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐸𝑞𝑢𝑖𝑡𝑦 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑆ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟 𝐸𝑞𝑢𝑖𝑡𝑦
  

Equation 5 (Davies, 2023b) 

 

 

Aston Martin Lagonda Profitability Ratios Calculated (2018 – 2022) 
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Appendix B – Liquidity 
Liquidity ratios measure a company’s abilities to pay off its debt obligations, without raising external 

capital. In simple terms, the higher the ratio, the better the company’s liquidity position is (Hayes, 

2023b). There are three main types of Liquidity ratios, as outlined below:- 

Current Ratio (Low Test Level) – The current ratio measures the ability for a company to pay off its 

current liabilities (payable within one year), in terms of its current assets, such as cash, accounts 

receivables and inventories (Davies, 2023e). 

 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
  

Equation 6 (Davies, 2023e) 

Quick Ratio (Medium Test Level) – The Quick ratio or Acid Test Ratio measures the ability for a 

company to pay off its current liabilities/short term obligations, in terms of its current assets, however 

it only considers the company’s most liquid assets only, therefore inventory/stock is discounted from 

the calculation (Davies, 2023e). 

 

𝑄𝑢𝑖𝑐𝑘 𝑅𝑎𝑡𝑖𝑜 (𝐴𝑐𝑖𝑑 𝑇𝑒𝑠𝑡) =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠 𝐿𝑒𝑠𝑠 𝑆𝑡𝑜𝑐𝑘

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Equation 7 (Davies, 2023e) 

Cash Ratio (High Test Level) – The cash ratio is the strongest test of liquidity of and measures the 

ability for the company to pay of its current liabilities in terms of its most readily available assets, cash 

and cash equivalents (Davies, 2023e). 

 

𝐶𝑎𝑠ℎ 𝑅𝑎𝑡𝑖𝑜 =
𝐶𝑎𝑠ℎ & 𝐶𝑎𝑠ℎ 𝐸𝑞𝑢𝑖𝑣𝑎𝑙𝑒𝑛𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

 

Equation 8 (Davies, 2023e) 

 

Aston Martin Lagonda Liquidity Ratios Calculated (2018 – 2022) 
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Appendix C – Activity Ratios 
 

Day Sales Outstanding, often referred to the average collection period, outlines the average number 

of days that it takes for a firm, to collect payment for the sales of its goods or services (Kenton, 2017), 

 

𝐷𝑎𝑦𝑠 𝑆𝑎𝑙𝑒𝑠 𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 (𝐷𝑆𝑂) =
𝑇𝑟𝑎𝑑𝑒 𝑎𝑛𝑑 𝑂𝑡ℎ𝑒𝑟 𝑅𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 𝑝𝑒𝑟 𝐷𝑎𝑦
 

 

Equation 9 (Davies, 2023e) 

 

Inventory Turnover measures the efficiency of a company in terms of managing its inventory and 

outlines the number of times inventory has been sold, within one accounting period. (Kenton, 2017), 

 

 

𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 =
𝐶𝑜𝑠𝑡 𝑜𝑓 𝐺𝑜𝑜𝑑𝑠 𝑆𝑜𝑙𝑑

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦/𝑆𝑡𝑜𝑐𝑘
 

Equation 10 (Davies, 2023e) 

Days Payable Outstanding (DPO) indicates the average time, a company takes to pay its creditors, 

which may include suppliers, vendors or financiers (Kenton, 2017), 

 

𝐷𝑎𝑦𝑠 𝑃𝑎𝑦𝑎𝑏𝑙𝑒 𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 (𝐷𝑃𝑂) =
𝑇𝑟𝑎𝑑𝑒 𝑎𝑛𝑑 𝑂𝑡ℎ𝑒𝑟 𝑃𝑎𝑦𝑎𝑏𝑙𝑒𝑠

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 𝑝𝑒𝑟 𝐷𝑎𝑦
 

Equation 11 (Davies, 2023e) 

 

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 𝑃𝑒𝑟 𝐷𝑎𝑦 =
𝐴𝑛𝑛𝑢𝑎𝑙 𝑅𝑒𝑣𝑒𝑛𝑢𝑒

365
 

Equation 12 (Davies, 2023e) 

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐶𝑂𝐺𝑆 𝑃𝑒𝑟 𝐷𝑎𝑦 =
𝐴𝑛𝑛𝑢𝑎𝑙 𝐶𝑂𝐺𝑆

365
 

Equation 13 (Davies, 2023e) 
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The Cash Conversion Cycle (CCC) is a financial ratio that outlines the time taken by a firm (in days), to 

covert its investment in raw materials and other resources, into cash flow from sales of inventory 

(Rieva Lesonsky, 2016).   

𝐶𝑎𝑠ℎ 𝐶𝑜𝑛𝑣𝑒𝑟𝑠𝑖𝑜𝑛 𝐶𝑦𝑐𝑙𝑒 (𝐶𝐶𝐶) = 𝐷𝐼𝑂 + 𝐷𝑆𝑂 − 𝐷𝑃𝑂 

Equation 14 (Hayes, 2015) 

Where DIO = Days of Inventory Outstanding 

DSO = Days Sales Outstanding 

DPO = Days Payable Outstanding 

 

Aston Martin Lagonda Activity Ratios Calculated (2018 – 2022) 

 

 

 

Appendix D – Leverage Ratios 
 

Gearing Ratio is a measure of the funding of a company’s operations, in terms of shareholder equity 

and debt (White, 2023). 

𝐺𝑒𝑎𝑟𝑖𝑛𝑔 𝑅𝑎𝑡𝑖𝑜 =
𝑁𝑜𝑛 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝐸𝑞𝑢𝑖𝑡𝑦 𝑝𝑙𝑢𝑠 𝑁𝑜𝑛 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 𝑥 100 

Equation 15 (Davies, 2023c) 

The Debt to Equity Ratio is a financial ratio which compares the funds borrowed by a firm (debt), to 

its shareholder equity. The Debt to Equity Ratio takes into account all debt owed by a business (short 

term, long term and other fixed payments) and is calculated by dividing firms’ total liabilities to its 

shareholder equity (Davies, 2023c). 

 

𝐷𝑒𝑏𝑡/𝐸𝑞𝑢𝑖𝑡𝑦𝑅𝑎𝑡𝑖𝑜 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠 𝐸𝑞𝑢𝑖𝑡𝑦
 𝑥 100 

Equation 16 (Davies, 2023c) 

The Long Term Debt to Equity ratio is solely focuses on the total amount of long-term debt owed by 

a business, against its shareholders equity (Davies, 2023c). 
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𝐿𝑜𝑛𝑔 𝑇𝑒𝑟𝑚 𝐷𝑒𝑏𝑡/𝐸𝑞𝑢𝑖𝑡𝑦𝑅𝑎𝑡𝑖𝑜 =
𝐿𝑜𝑛𝑔 𝑇𝑒𝑟𝑚 𝐷𝑒𝑏𝑡

𝑆𝑡𝑜𝑐𝑘ℎ𝑜𝑙𝑑𝑒𝑟𝑠 𝐸𝑞𝑢𝑖𝑡𝑦
 𝑥 100 

Equation 17 (Davies, 2023c) 

Interest Coverage ratio is another leverage ratio, which outlines the ease at with a company can repay 

interest on its outstanding debt. Where as Debt/Equity ratios outline the level of debt within an 

organisation, the Interest Coverage ratio outlines a company’s ability to service its debt. It is calculated 

by dividing Earnings before Interest and Tax (EBIT) or Operating profit, by interest expenses over a 

given period and indicates a company’s ability to pay of its debts (Davies, 2023c). 

 

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐶ℎ𝑎𝑟𝑔𝑒
 𝑥 100 

 

Equation 18 (Davies, 2023c) 

Aston Martin Lagonda Leverage Ratios Calculated (2018 – 2022) 

 

 

 

Appendix E – Investor Ratios  
 

The Earnings per Ordinary Share (EPS) ratio provides a measure of the profitability of a firm, through 

comparison of its net income, over its total number of shares issued. In simple terms, a firm with a 

higher EPS ratio, is considered to be more profitable than one with a lower EPS ratio (Mathews, 

2022). 

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑃𝑒𝑟 𝑂𝑟𝑑𝑖𝑛𝑎𝑟𝑦 𝑆ℎ𝑎𝑟𝑒 (𝐸𝑃𝑆) =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑁𝑜. 𝑜𝑓 𝑆ℎ𝑎𝑟𝑒𝑠
 

 

Equation 19 (Davies, 2023d) 

Dividend Coverage measures the number of times a company can pay dividends to its shareholders in 

terms of its profits and is calculated by dividing net income over the dividends proposed and paid by 

a company. Dividend Coverage ratios are useful analysis tools as they allow analysts and investors to 

estimate the future dividend potential of an organisation. A company with a dividend coverage ratio 

of great than one is desirable has a low risk of dividend payment potential, where as a company with 

a dividend coverage of less than one, is highly unlikely to pay dividends to its shareholders (Mathews, 

2022). 
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𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝐶𝑜𝑣𝑒𝑟 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝑃𝑟𝑜𝑝𝑜𝑠𝑒𝑑 𝑎𝑛𝑑 𝑃𝑎𝑖𝑑
 𝑥 100 

Equation 20 (Davies, 2023d) 

 

Price per Earnings (P/E) Ratio is a financial ratio used to value a company that measures it current 

share price in terms of its Earnings per Share (EPS). A company’s P/E ratio is powerful as it can be used 

to determine if a company is over or under valued. In simple terms, the P/E ratio tells an investor how 

much they would have to pay to receive £1 of earnings (Girardin, 2022). 

 

 

𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝐸𝑎𝑟𝑖𝑛𝑔𝑠 𝑅𝑎𝑡𝑖𝑜 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑃𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝐸𝑃𝑆
 𝑥 100 

Equation 21 (Davies, 2023d) 

 

Dividend Yield Ratio is a financial ratio which outlines the relationship between how much a company 

pays out in dividends each year, to its overall stock price. It is computed by dividing the dividend paid 

per share, by the market value of each share (Finance, 2023). 

 

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝑌𝑖𝑒𝑙𝑑 𝑅𝑎𝑡𝑖𝑜 =
𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒
 𝑥 100 

Equation 22 (Davies, 2023d) 

 

Aston Martin Lagonda Investor Ratios Calculated (2018 – 2022) 

 

Aston Martin Share price Data (2018 – 2022) 

 
(Finance, 2023) 
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Appendix F – Aston Martin 5 Year Ratio Calculations & Accompanying Financial 

Statements 
Aston Martin Lagonda – 2022 Financial Statements - Values highlighted in yellow 

Income Statement 

 
(Aston Martin Lagonda, 2023) 
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Balance Sheet 

 

(Aston Martin Lagonda, 2023) 
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(Aston Martin Lagonda, 2023) 
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Aston Martin Lagonda – 2021 Financial Statements - Values highlighted in yellow 

Income Statement 

 

(Aston Martin Lagonda, 2022) 
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Balance Sheet 

 

(Aston Martin Lagonda, 2022) 
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Key Notes to Financial Statement 

 

 

 

 

 

(Aston Martin Lagonda, 2022) 
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Aston Martin Lagonda – 2020 Financial Statements - Values highlighted in yellow 

Income Statement 

 
(Aston Martin Lagonda, 2021) 
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Balance Sheet 

 

(Aston Martin Lagonda, 2021) 
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Key Notes to Financial Statement 

 

(Aston Martin Lagonda, 2021) 
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(Aston Martin Lagonda, 2021) 
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Aston Martin Lagonda – 2019 Financial Statements - Values highlighted in yellow 

Income Statement 

 

(Aston Martin Lagonda, 2020) 
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Balance Sheet 

 

(Aston Martin Lagonda, 2020) 
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Key Notes to Financial Statement 

 

 

 

 

 

(Aston Martin Lagonda, 2020) 
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Aston Martin Lagonda – 2018 Financial Statements - Values highlighted in yellow 

Income Statement 

 

(Aston Martin Lagonda, 2019) 
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Balance Sheet 

 

 

(Aston Martin Lagonda, 2019) 
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Key Notes to Financial Statement 

 

 

 

(Aston Martin Lagonda, 2019) 
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Appendix G – McLaren 5 Year Ratio Calculations & Accompanying Financial 

Statements 
McLaren Automotive Raw Data Table (2018 – 2022) 

 

 

 

McLaren Automotive Financial Ratios Calculated (2018 – 2022) 
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McLaren – 2022 & 2021 Financial Statements - Values highlighted in yellow 

Income Statement 

 

 

 

(McLaren Holdings Limited, 2023) 

(McLaren Holdings Limited, 2022) 
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Balance Sheet 

 

 

 

(McLaren Holdings Limited, 2023) 

(McLaren Holdings Limited, 2022) 
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McLaren – 2020 & 2019 Financial Statements - Values highlighted in yellow 

Income Statement 

 

 

 

 

(McLaren Holdings Limited, 2021) 

(McLaren Holdings Limited, 2020) 
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Balance Sheet 

 

 

(McLaren Holdings Limited, 2021) 

(McLaren Holdings Limited, 2020) 
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McLaren – 2020 & 2018 Financial Statements - Values highlighted in yellow 

Income Statement  

 

(McLaren Holdings Limited, 2019) 
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Balance Sheet 

 

 

(McLaren Holdings Limited, 2019) 

 

 

 

 

 


