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Introduction
This research provides a focused financial analysis of McDonald's Corporation, assessing its financial performance in fiscal years 2021 and 2022. This study attempts to examine McDonald's financial health and strategic execution in a competitive global market scenario by examining financial statements and analysing ratios such as liquidity, profitability, efficiency, and leverage indicators. Key insights suggest a mixed financial performance, with strong revenue streams but rising operating costs and strategic initiatives weighing on profitability and liquidity ratios. This research presents a foundational analysis to support strategic suggestions to improve McDonald's operational efficiency, cost management, and long-term financial sustainability. These insights are critical for stakeholders to make educated decisions that will influence future growth and stability in the rapidly changing fast-food business.
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This financial analysis of McDonald's Corporation is based on precise financial data from 2021 and 2022, obtained from the company's publicly available financial statements. The calculation and interpretation of key financial ratios are central to this analysis: liquidity ratios assess the company's ability to meet short-term obligations; profitability ratios evaluate profit generation efficiency; efficiency ratios measure asset utilisation effectiveness; and leverage ratios determine the financial risk associated with debt levels. This set of ratios provides a full perspective of McDonald's financial health and operational success, allowing for a balanced comparison examination over the two years.
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Liquidity ratios 
McDonald's liquidity has been assessed using the current and quick ratios, which are significant measures of the company's capacity to meet short-term liabilities with short-term assets. In 2022, the current ratio was 1.02, slightly lower than 1.06 in 2021. This minor decline implies a tighter liquidity position, which could indicate a reduction in working capital or an increase in short-term liabilities. The fast ratio, which removes inventories from current assets to provide a more stringent evaluation of liquidity, followed suit, showing a fall corresponding to a slight dip in highly liquid assets. These ratios indicate the importance of proper liquidity management, particularly the maintenance of adequate quantities of cash or cash equivalents.
Current Ratio (Current Assets / Current Liabilities)
2022: Current Ratio = 4,354,584 / 4,261,400 = 1.02
2021: Current Ratio = 4,020,100 / 3,802,100 = 1.06
Quick Ratio (Current Assets - Inventories) / Current Liabilities
2022: Quick Ratio = (4,354,584 - 0) / 4,261,400 = 1.02 (Assuming negligible inventory)
2021: Quick Ratio = (4,020,100 - 0) / 3,802,100 = 1.06

Profitability Ratios
Profitability Ratios such as net profit margin and return on assets (ROA) provide insight into McDonald's profitability and operational efficiency. The net profit margin fell from 32.48% in 2021 to 26.65% in 2022, indicating a more difficult year for maintaining profitability. This was mostly due to rising operational costs and perhaps higher material prices, which impacted the cost of sales. The ROA also fell from 14.01% in 2021 to 12.24% in 2022, showing that assets were used less effectively to create profit. This shows that, while revenue may be increasing, it is not translating as efficiently into net income, possibly due to an expanded asset base or inefficient asset utilisation.
Net Profit Margin = (Net Income / Revenue) * 100
2022: Net Profit Margin = (6,177,400 / 23,182,600) * 100 = 26.65%
2021: Net Profit Margin = (7,545,200 / 23,222,900) * 100 = 32.48%
Return on Assets (ROA) = (Net Income / Total Assets) * 100
2022: ROA = (6,177,400 / 50,435,600) * 100 = 12.24%
2021: ROA = (7,545,200 / 53,854,300) * 100 = 14.01%
Efficiency ratios
The asset turnover ratio, which evaluates how efficiently a company uses its assets to generate sales, improved slightly from 0.43 in 2021 to 0.46 in 2022. This improvement suggests that McDonald's has slightly improved its ability to use its assets to create revenue. However, the difference is not considerable, implying that, while there are improvements, major gains in operational efficiency may still be required to influence overall financial health significantly.
Asset Turnover Ratio = Revenue / Total Assets
2022: Asset Turnover Ratio = 23,182,600 / 50,435,600 = 0.46
2021: Asset Turnover Ratio = 23,222,900 / 53,854,300 = 0.43
Leverage ratios
The debt-to-equity ratio measures the extent to which a firm finances its activities with debt rather than entirely owned money. McDonald's demonstrated a concerning trend in this area, with the ratio predicting increased financial leverage and a prolonged negative equity position in 2022. This scenario of high leverage and negative shareholder equity highlights a possible risk scenario in which debt levels may become unsustainable if profitability does not improve or asset prices fall.
Debt to Equity Ratio = Total Debt / Total Equity
2022: Debt to Equity Ratio = 56,439,000 / -6,003,400 = -9.40 (Note: Negative equity indicates financial distress)
2021: Debt to Equity Ratio = 58,455,300 / -4,601,000 = -12.71
These figures provide some important insights into McDonald's financial health: 
· Liquidity: There is a modest drop in liquidity between 2021 and 2022, indicating stricter cash flow management. 
· Profitability: There is a significant decline in profitability, indicating higher costs or decreased sales efficiency. 
· Efficiency: A little increase in asset utilisation shows better management, however minor. 
· Leverage: High negative debt-to-equity ratios imply an increase in debt and financial risk, which is exacerbated by negative equity values. 
These measures provide a picture of the financial issues and operational dynamics that McDonald's has experienced during the study period, leading to potential strategic decisions to improve financial stability.
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McDonald's financial results in fiscal years 2021 and 2022 were inconsistent with macroeconomic factors and strategic initiatives having a substantial impact. In 2021, McDonald's reported a good net profit margin of 32.48%, which fell to 26.65% in 2022. This drop is mostly due to growing operating expenses, such as labour and commodities, which increased as a result of global inflationary pressures during the pandemic recovery (McDonald's Corporation, 2022). Such financial consequences are consistent with Weetman's analysis of how external economic forces can affect business financial performance (Weetman, 2016).
McDonald's Corporation's return on assets (ROA) fell from 14.01% in 2021 to 12.24% in 2022, indicating a reduction in the efficiency with which profits are generated from its assets. However, the asset turnover ratio improved slightly, from 0.43 in 2021 to 0.46 in 2022, showing a tiny rise in asset utilisation to generate sales. According to Wood (2015), these measures are crucial for determining a company's efficiency in managing its resources to maximise income.
Strategically, McDonald's continued investment in digital innovation and market expansion reflects its long-term growth strategy, which is consistent with the strategic management principles discussed by Choi and Wang (2009), who emphasise the importance of aligning corporate strategies with stakeholder expectations to maintain financial performance. These initiatives, while initially pricey, aim to improve customer interaction and operational efficiencies, which are critical as the company adapts to changing consumer tastes and a competitive market landscape (McDonald's Corporation, 2022).
Overall, McDonald's financial strategies and outcomes during these years demonstrate the delicate balance between immediate financial impacts and strategic positioning for future success, echoing Dyson's (2010) insights on the importance of understanding financial accounting not only from a practitioner's standpoint but also from a strategic one. These efforts are critical for McDonald's as it navigates changing economic conditions and a competitive global marketplace.
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To improve its financial health and competitive position, McDonald's should execute various strategic measures: 

· Cost Efficiency and Reduction Strategies: To lower expenses, McDonald's can improve its supply chain and inventory management. Implementing lean management approaches can help to streamline operations and reduce waste, potentially cutting operational costs (Weetman, 2016). Such measures will be critical in minimising the impact of rising raw material and labour prices (McDonald's Corporation, 2022).
· Focus on High-Margin Products and Services: McDonald's should put more emphasis on high-margin items like speciality beverages and premium menu selections, which typically have higher profit margins than ordinary menu items. Expanding the digital ordering system may help improve customer experience and increase sales volumes in these profitable areas (Wood, 2015).
· Debt Management and Financing Strategies: Effective debt management is critical for McDonald's, especially given its negative equity position. Refinancing existing debt at lower interest rates and extending term profiles can help to decrease financial risk and increase liquidity (Dyson, 2010).
· Investments in Sustainability and Technology: Investing in sustainable practices not only solves environmental issues, but can also result in long-term economic benefits, such as lower energy use (Walls, Berrone, and Phan, 2012). Furthermore, improving technical capabilities, particularly in automation and artificial intelligence for customer service and operational efficiency, will put McDonald's at the forefront of innovation while potentially increasing margins (Choi and Wang, 2009).
Implementing these ideas will involve careful planning and execution, but it should result in better financial stability and ongoing market leadership for McDonald's.











Conclusion 
McDonald's financial analysis revealed a drop in profitability and liquidity between 2021 and 2022, principally owing to rising operational costs and significant strategic initiatives. These trends highlight the relevance of the offered measures, which include improving cost efficiency, focusing on high-margin items, practising careful debt management, and boosting investments in sustainability and technology. Implementing these measures is critical for McDonald's to preserve market leadership and financial stability. The ratio analysis gave critical insights into the company's operational and financial efficiencies, which guided these strategic recommendations to ensure McDonald's can effectively adjust to changing market conditions and keep its competitive advantage.
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