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Executive Summary
This report presents a financial analysis of AstraZeneca PLC and investment appraisal recommendations on Westward PLC. As can be established in the financial analysis, AstraZeneca is financially sound, and its financial metrics of profitability are high, with gross profit margin at 81.12 and ROE at 17.21, which are far above its cost of capital of 7.5%. The liquidity standings of the company have also improved with the current ratio of 0.93:1, albeit below the industry standards, with good cash generation of £11,861 million. Such strategic measures as the deployment of a working capital optimisation initiative, the development of quantified R&D portfolio management systems, and the strengthening of supply chains can be mentioned. In the case of Westward Plc, the investment appraisal analysis of NPV and IRR methodologies shows that the option providing the best value addition of raising the maximum value is the production of the wood and Roman blinds, which have an NPV of 994,410 and an IRR of 24.8. With capital rationing of £2,500,000, an ideal investment policy would be to choose 100% of the options between A and B and 56.25% of the option C, and the NPV of the start-up will be £2,276,846. The report suggests a combination of equal debt and equity financing of 40 and 60 per cent (100 000 pounds and 150 000 pounds, respectively) that will streamline the capital expenditure and ensure the company has the flexibility in finances.
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Introduction
This report has a dual-focus analysis of the financial analysis of two important business situations in the finance for business managers paradigm. The initial part analyses the financial performance and strategic position of AstraZeneca PLC, which is one of the biggest biopharmaceutical firms in the world with a market capitalisation of 189.4 billion. This analysis, enabled by performing an in-depth ratio analysis of profitability, liquidity, gearing, efficiency, and investor ratios in the 2023-2024 period, revealed how the company has been able to perform its operations effectively, in terms of financial health, and create value for its investors.
The second element deals with the decision-making of capital investment of Westward Plc, which is a manufacturing company that would be interested in diversifying to other product lines. The report ranks three investment alternatives by using the recognised methods of financial appraisal, such as Net Present Value (NPV), Internal Rate of Return (IRR) and analysis of Profitability Index, to come up with conclusions on which options of capital securing are the best under the unconstrained and capital-rationed conditions. Furthermore, in the report, proper financing techniques have been considered to finance the suggested investments.
The pharmaceutical and manufacturing businesses are complex business environments with very high scales of capital intensity, long investment periods and high operational risks. Good financial analysis and making investment decisions are thus important elements of sustainable value creation and competitive positioning. By using the theoretical aspects of the financial management literature in practical business situations, this report illustrates how quantitative analysis can be used to identify the strategies of entry and current business decision-making and the role of the qualitative aspects, which implement an actual business decision, in making an actual investment choice.
The report is organised in the following manner: Task 1 is a financial ratio analysis of AstraZeneca with critical analysis and recommendations; Task 2 is an investment appraisal analysis of Westward Plc, including capital allocation and proposal financing through rationing constraints and without these constraints; finally, a conclusion summarises major findings and gives overall suggestions to the management.
Main Findings
Company Brief
AstraZeneca PLC is one of the highest-ranking global biopharmaceutical companies in the world, with a market capitalisation of 189.4 billion pounds that makes it the most valuable company in the United Kingdom. The company operates in over 100 countries, having a workforce of approximately 89,700 employees, and provides innovative medicines in three areas of therapy: oncology, biopharmaceuticals and rare diseases. The mission focuses on the exploration of science to bring life-changing medicines, whereas the vision is to become a global leader in oncology and realise 80 billion in revenue by 2030. The operations are guided by five core values: we follow the science, we put patients first, we play to win, we do the right thing, and we are entrepreneurial. With a cost of drug development of $2.97 billion and a 13.4% yearly drop in R&D productivity due to so-called Eroom's law (Sipelyte & Metaxa, 2025, p. 2), AstraZeneca can be seen as resilient with its 2021 acquisition of Alexion at 39 billion dollars and its continued higher R&D spending of over 10 billion every year.
Financial Ratio Analysis
Profitability Analysis
Profitability ratios reveal management's effectiveness in generating returns. Comprehensive assessment requires examining multiple metrics, as profit alone inadequately reflects shareholder value creation (Atrill, 2020, p. 493).
Table 1: Profitability Ratios (2023-2024)
Ratio	Formula	2024	2023	Change
Gross Profit Margin	(Gross Profit / Revenue) × 100	81.12%	81.95%	-0.83 pp
Operating Profit Margin	(Operating Profit / Revenue) × 100	18.50%	17.88%	+0.62 pp
Net Profit Margin	(Net Profit / Revenue) × 100	13.01%	13.00%	+0.01 pp
ROCE	(EBIT / Capital Employed) × 100	13.13%	11.61%	+1.52 pp
ROE	(Net Profit / Equity) × 100	17.21%	15.20%	+2.01 pp

Note: Capital Employed = Total Assets - Current Liabilities
AstraZeneca reports a high degree of profitability of over 81, which shows a high pricing power in the oncology and rare disease markets. The marginal decline in the 0.83 percentage point gross margin is due to the increase in the cost of sales of 23.5 per cent to $10,207 million, which is more than 18.0 per cent revenue growth due to the scale-up of manufacturing following new launches. Nonetheless, the operating profit margin turned out to have improved by 0.62 percentage points to 18.50%, indicating successful operational leverage.
Revenue on capital employed increased substantially to 13.13% as compared to 11.61%, which is a better capital efficiency. ROCE is a common profitability indicator where companies formulate financial goals that reflect target ROCE rates (Atrill, 2020, p. 153). The 1.52 percentage point increase indicates the growth in operating profit from 22.1% to 10,003 million and a low 7.9% increment in capital employed. Pharmaceutical R&D investment is associated with a positive impact on return on assets with 1% significance, 0.0006, t = 3.84 (Wan et al., 2025, p. 5).
The ratio of the return on equity rose by 2.01 percentage points to 17.21 percentage points, which is significantly high compared to the cost of capital of 7.5 percent. This is based on net profit growth of 18.1% as compared to equity growth of 4.4%. A longitudinal analysis by Nandy (2022) shows that pharmaceutical companies that have a greater intensity of R&D perform better, and the ROE models provide an explanation of 99.82% of variability (Nandy, 2022, p. 196). The fact that AstraZeneca spent $10,935 million on R&D, which is 23.9 per cent of the revenue, places the company in a better position in this framework.
Liquidity Analysis
Liquidity ratios assess short-term financial health and the ability to meet immediate obligations.
Table 2: Liquidity Ratios (2023-2024)
Ratio	Formula	2024	2023	Industry Benchmark
Current Ratio	Current Assets / Current Liabilities	0.93:1	0.82:1	1.5:1 - 2.0:1
Quick Ratio	(Current Assets - Inventory) / Current Liabilities	0.74:1	0.64:1	1.0:1
Cash Ratio	Cash / Current Liabilities	0.20:1	0.19:1	0.2:1 - 0.3:1

The current ratio improved from 0.82:1 to 0.93:1 but is still lower than the conventional 1.5:1. This positioning shows the optimisation of working capital but not distress, as the cash generation (136.6) of net profit by the $11,861 million cash is high. The current ratio increased to 0.74:1 from 0.64:1 (8.8% reduction in current liabilities), which was achieved mostly through debt refinancing. Financial statements show that current borrowings reduced from 5,129 million to 2,337 million, with non-current borrowings reaching 26,506 million, whereby the borrowing spreads to increased maturity.
The size of businesses (greater ratio: 9.3) is in part driven by the good working capital performance (Atrill, 2020, p. 478), which means that the size of AstraZeneca allows efficiency to counter the poorer ratio. A cash ratio of 0.20:1 is within reasonable pharmaceutical ranges with predictable cash flows, with cash of 5,488 million giving some reasonable buffer with the assistance of undrawn credit facilities.
Gearing Analysis
Gearing ratios evaluate financial risk through capital structure composition.
Table 3: Gearing Ratios (2023-2024)
Ratio	Formula	2024	2023	Change
Debt-to-Equity	Total Debt / Total Equity	0.74:1	0.73:1	+0.01
Gearing Ratio	(Debt / (Debt + Equity)) × 100	42.57%	42.22%	+0.35 pp
Interest Coverage	EBIT / Interest Expense	5.74x	5.04x	+0.70x

AstraZeneca has a low gearing of 0.74:1 ratio of debt to equity, which is well within the high-risk limits. The marginal increase shows total growth of debt of 5.8 per cent to 30,295 million used to finance strategic investment as to business combinations of 2,771 million and capital expenditure of 1,995 million. The 42.57 per cent gearing ratio has considerable room to borrow more funds.
The interest coverage improved between 5.04 and 5.74 times, and it shows that the company has a great ability to service debt, as operating profit is more than 574 times the interest expense. This is an increase to be attributed to the fact that operating profit growth of 22.1 is significantly higher than the growth in interest expense by 7.1. The involvement in the pharmaceutical business is especially consequential because it is impossible to leave the market once the investments have been made since they are business-specific (Atrill, 2020, p. 149). The debt portfolio exhibits advanced management of diversified maturities between 2025 and 2051, multi-currency and an equal balance of fixed and floating.
Efficiency Analysis
Efficiency ratios measure asset deployment and working capital management effectiveness.
Table 4: Efficiency Ratios (2023-2024)
Ratio	Formula	2024	2023	Change
Inventory Turnover	Cost of Sales / Average Inventory	1.91x	1.63x	+0.28x
Receivables Days	(Average Receivables / Revenue) × 365	56.4 days	62.2 days	-5.8 days
Payable Days	(Average Payables / Cost of Sales) × 365	123.5 days	128.4 days	-4.9 days
Asset Turnover	Revenue / Average Total Assets	0.53x	0.46x	+0.07x

Inventory turnover also increased to 1.91 times as compared to 1.63 times, which means the inventory is now turning over after every 191 days as compared to 224 days before. Such acceleration of 17.2 per cent indicates improved forecasting, a streamlined supply chain, and a product mix that evolves to oncology products with high turnover. Inventory write-downs of $664 million, including 407 million of Andexxa after promotional abandonment, disclosed in financial statements position inventory to higher-velocity products.
The collection of receivables was accelerated by 5.8 days, as compared to the 62.2 days, and this released about 880 million in working capital. There was one wholesaler who contributed more than 10% of the sales and earned 7,567 million in revenue in 2024 compared to 6,513 million in revenue in 2023. The more powerful businesses have better working capital performance towards profitability (Atrill, 2020, p. 478). Asset turnover increased to 0.53 times, and the revenue increase of 18.0 significantly exceeded the asset increase of 3.8, showing operating leverage.
Investor Ratio Analysis
Investor ratios assess shareholder value creation through earnings and dividend policy.
Table 5: Investor Ratios (2023-2024)
Table 5: Investor Ratios (2023-2024)
Ratio	Formula	2024	2023	Change
EPS	Net Profit / Weighted Average Shares	$4.54	$3.84	+$0.70 (+18.2%)
DPS	Total Dividends / Shares Outstanding	$2.97	$2.90	+$0.07 (+2.4%)
Dividend Payout	(Total Dividends / Net Profit) × 100	65.42%	75.34%	-9.92pp
Dividend Cover	Net Profit / Total Dividends	1.53x	1.33x	+0.20x

Earnings per share grew 18.2 to $4.54, which is significant growth compared to 0.1 per cent growth in the share count, which is indicative of true value creation per share. This happens when the governance is strained, and about 40% of shareholders are opposing the pay packages of CEOs who are performing exceptionally (Pratley, 2021).
Dividend per share grew by 2.4 to $2.97, which is lower by far than the 18.2 percent growth of earnings, as it represents earnings retained to invest in research and development. The payout ratio dropped to 65.42 per cent as compared to 75.34 per cent, leading to the release of 698 million for reinvestment. The presence of board international diversity has a strong effect on dividend policy, with average foreign director presence linked with equal payout ratios (Yousef et al., 2025). The cover of the dividend has been enhanced to 1.53 against 1.33 times, giving a high sustainability buffer.
The market recognition is good, as the 29.8% shareholder returns are higher than GSK's 4.1% and Roche's 11%. The price-to-earnings ratio of 30.2 times is far higher than the peer average of 13.2 times and the European pharmaceutical industry average of 24.9 times (Simply Wall St, 2025), which is a source of weakness in the event of pipeline failure.
Critical Evaluation
Reasons for Financial Performance Changes
The financial performance of AstraZeneca in 2024 is a good example of several intersecting strategic and operational factors that illustrate good management implementation and strategic positioning. Growth in revenue of 18.0% to $54,073 million is mainly due to the oncology division, which grew by 19% to $5,330 million at constant currency, which includes Tagrisso revenues of $6,580 million, Imfinzi revenues of $4,717 million, and Calquence with growing revenues of $3,129 million. The company has managed to move out of dependence on COVID-19 vaccines, with the COVID-19 monoclonal antibodies reducing from $132 million to $31 million as a strategic portfolio repositioning to sustainable growth drivers.
The quantitative analysis of determinants of revenues in 24 top pharmaceutical firms based on the use of stepwise regression methodology identifies three essential determinants of greater revenues in the future, namely, increased level of absolute R&D spend to indicate the presence of innovation breadth, reduced level of R&D spend as a ratio of current revenues to indicate operational efficiency, and increased level of Phase III clinical trials to indicate the presence of pipeline strength with high commercial probability (Sipelyte & Metaxa, 2025, p. 13). The empirically derived predictive framework that supports a strong revenue trajectory is validated by the fact that in 2023, AstraZeneca was in the strategic position with 24 Phase III clinics in the pipeline (the highest among any surveyed pharmaceutical firms, Sipelyte and Metaxa, 2025, p. 19), and 2027 revenues are predicted to be as high as $71,942 million, which will be an increase of 57% compared to the 2023 base.
Post-Alexion integration maturation is indicated by increased efficiency measures, especially in the declining number of 5.8 days and the number of inventory turnovers, which has increased by 17.2%. The qualitative study of the pharmaceutical supply chain executives highlights that resilience features the need to invest in adaptability, flexibility, agility, and collaboration, with technology platforms playing important enablement roles (Faggioni et al., 2023, p. 139). The control tower implementations at AstraZeneca taking place after the COVID-19 disruptions can now be translated into working capital benefits.
Industry Context and Competitive Positioning
To interpret AstraZeneca's financial performance, it is necessary to place results in the context of large-scale pharmaceutical industry dynamics that have become subject to increased competitive pressure. The pharmaceutical industry is also faced with paradoxical issues in which innovation is getting increasingly costly despite the technological progress, and the average cost of drug development is 2.97 billion dollars, whereas the R&D productivity is dropping by 13.4% per year due to the so-called Eroom Law (Sipelyte & Metaxa, 2025, p. 2). The analysis in the industry measures significant vulnerability where the branded sales of pharmaceuticals globally amounted to 356 billion at risk of patent loss between the years 2023 and 2028, causing an immense revenue replacement burden necessitating constant investment in innovation (EY, 2025).
It is in this difficult environment that the sustained profitability of AstraZeneca reflects operational excellence and effectiveness of portfolio positioning. The focus on oncology, rare diseases and respiratory/immunology targets big unmet medical needs with high pricing power due to clinical differentiation proven in the market. The rare disease portfolio acquired with Alexion, such as Soliris and Ultomiris generating total revenues of $6,512 million, is diversifying from the traditional patent cliff dynamics. In global life sciences analysis, it is made clear that successful pharmaceutical companies need to turn to digital technologies, survive in changing regulatory environments, and handle market volatility to remain profitable (Deloitte, 2023). The geographic diversification of AstraZeneca is evidenced by its manufacturing growth in China with regard to commercial opportunities and management of geopolitical risk.
Limitations of Ratio Analysis
Although ratio analysis offers some useful quantitative information that can be used to conduct systematic financial evaluation, interpretive validity is limited by serious methodological constraints. Historical ratios indicate the previous performance with low predictability of future results, especially troublesome in the instances where the current outcomes are based on R&D investments made 10-15 years ago and the current expenditure defines future performance starting 2030-2035. Such a temporal disconnection builds a basic imbalance that can be difficult to interpret.
The differences in accounting policies do not allow access to cross-sectional comparability, and various methods of capitalising R&D and recognising revenues and valuing intangible elements bring distortions. Moreover, ratio analysis does not include such imperative non-financials as pipeline quality, regulatory chances, and organisational abilities. Such pharmaceutical attributes as long-term cycles, binary results, and dependence on intellectual property generate dynamics that cannot be sufficiently captured with generic metrics (Atrill, 2020, p. 149). Content analysis records the differences between corporate stories and business publications, with the term 'earnings' appearing in 100 per cent of press reports yet only in 24 per cent of CSR reports, and the word 'profit' appearing in 100 per cent of press reports but 41 per cent of CSR reports (LaVan et al., 2021, p. 344), casting doubt on whether published metrics are actually a realistic reflection of underlying economic realities.
Recommendations
Recommendation 1: Implement a Comprehensive Working Capital Optimisation Programme Targeting a 1.1:1 Current Ratio Within 18 Months
The current ratio of 0.93:1, though better than the previous year's 0.82:1, presents possible liquidity limitations in circumstances where the market fails or it might face unexpected cash needs. The management is to develop a formal working capital optimisation initiative with executive sponsorship to achieve a 1.1:1 ratio of working capital in 18 months with three mechanisms: negotiate 15-day extended terms with major wholesalers valued at about 2260 million; apply advanced analytics of inventory optimisation by 10 percentage points, reducing the release of 528 million; and ensure the promptness of inventory by payment discounts to shorten days outstanding by 56.4 days to 50 days. The higher 9.3% in large businesses reflects the improved working capital performance (Atrill, 2020, p. 478), which implies that the scale of AstraZeneca provides the competitive advantage, but the current positioning makes the company exposed. The example of the pharmaceutical industry with disrupted supply chains during COVID-19 that impacted the logistics of API sourcing and distribution imposed the requirement of increased resilience by increasing financial flexibility (Faggioni et al., 2023, p. 129). All such efforts could unlock an equivalent of $3.2-4.0 billion of working capital to support strategic implementation and enhance financial resilience.
Recommendation 2: Establish a Quantified R&D Portfolio Management Framework with Explicit Stage-Gate ROI Thresholds
Although AstraZeneca has shown dedication to innovation by spending 10,935 million in R&D, the firm needs to have a stage-gate portfolio management with clear requirements: it needs minimum probability-adjusted NPV to reach Phase II development with 15 per cent IRR hurdle requirements and Phase III initiation with 20 per cent IRR expectations. Programmes that do not meet the thresholds are to be discontinued and the capital reallocated. The longitudinal analysis confirms the presence of a positive impact of R&D investment on the performance of pharmaceuticals with β = 0.0006, t = 3.84 at 1% significance and R² of 0.9859, explaining the variability in ROA (Nandy, 2022, p. 196; Wan et al., 2025, p. 5). But the very existence of such a positive relationship presupposes the efficient capital usage. The use of stepwise regression proves the existence of three determinants, including greater absolute R&D expenditure, decreasing R&D as a revenue ratio, and increased Phase III values (Sipelyte & Metaxa, 2025, p. 13). The impairment charges of AstraZeneca of $1,577 million that include 753 million of vamircopan indicate that there is an opportunity to optimise. By introducing systematic ROI models, the R&D productivity can be improved by 15-20% in terms of capital allocation, which may create an extra value of $1.6-2.2 billion every year but keeps the same level of R&D investment as in the future to increase revenues to the ambitious goal of 80 billion by 2030.
Recommendation 3: Enhance Supply Chain Resilience Through Dual-Source Manufacturing and Digital Control Tower Investment
AstraZeneca ought to have split sourcing of all products with an annual revenue of over a billion dollars to have the capacity to find redundancy in production over geographical borders and rapid implementation of control tower technologies with built-in real-time visibility in all supply chains between the API sourcing and the final distribution. A qualitative study of the pharmaceutical supply chain executives confirms that agility, flexibility, collaboration, and adaptability are some of the essential resilience factors, and practitioners note that without proper technologies that sustain network operations, there can be no adaptability and decent level of agility and flexibility, and therefore resilience (Faggioni et al., 2023, p. 139). The studies also record that resilience assists supply chains to endure disruptions in addition to directly influencing the relations of external stakeholders because brand reputation works as a measure of reliability with customers, regulating bodies and investors (Faggioni et al., 2023, p. 139). The implementation that will demand an investment of about 500-700 million dollars within three years will create a significant value by mitigating stock-out risks worth 32+ billion in revenue of the eight largest products, increasing inventory efficiency worth 300-500 million in working capital, and reinforcing customer service reliability worth competitive positioning. The conservative scenario models postulate possible annual savings in revenue of up to $2 billion in avoiding stock-out scenarios that have historically cost the company its permanently lost market share to competitors and give attractive 3-4x profitability on investment to satisfy capital needs as well as give the AstraZeneca company a competitive anchor in possible future disruption scenarios through operational predictability.


Investment Appraisal and Financing Strategy for Westward Plc
Net Present Value Analysis
One of the simplest tools in the process of capital budgeting is the net present value (NPV) that is used to describe the difference between the present value of cash inflows and the present value of cash outflows in the project lifetime (Atrill, 2019). The NPV approach considers the time value of money and appraises the future cash flows by discounting them to present value and provides the first-hand opportunity to compare the investment alternatives between varying cash flows and initial investment capital requirements.
In the three investment options of the Westward Plc NPV will be calculated based on after-tax cash flows that are adjusted to capital allowances. There is a corporation tax of 25% on annual cash flows, and a capital allowance of 20 on a straight-line basis is also used to provide tax relief on the original capital investment. The allowance amount multiplied by the corporation tax rate will act as the tax benefit of capital allowances (Drury & Tayles, 2020).
Table 1: Net Present Value Calculations for Investment Options A, B, and C
Year	Option A (£'000)	PV Factor (6%)	Present Value (£'000)	Option B (£'000)	Present Value (£'000)	Option C (£'000)	Present Value (£'000)
0	(600)	1.0000	(600.00)	(1,000)	(1,000.00)	(1,600)	(1,600.00)
1	180	0.9434	169.81	330	311.32	387.5	365.57
2	330	0.8900	293.70	387.5	344.88	555	493.95
3	405	0.8396	340.04	590	495.36	755	633.90
4	555	0.7921	439.62	815	645.56	1,040	823.78
1-4 (Tax benefit)	30	3.4651	103.95	50	173.26	80	277.21
NPV			£747,120			£970,370	

After-tax cash flows:


Option A:


Option B:


Option C:


Using the NPV analysis, the value of Option C is the highest net present value, with a value of 994,410, which is followed by 970,370 and 747,120 for Options B and A, respectively. The three options yield positive NPVs, meaning that each would result in shareholder value. Nevertheless, the best option is C because it will maximise wealth generation even though it will involve the highest initial investment (Purnamasari and Adriza, 2024).
Internal Rate of Return Analysis
The interior rate of return (IRR) is the discount rate where the NPV of an investment is zero, and it is actually the natural rate of return of the project (Wangchuk, 2022). In the case of Option C, the IRR calculation will have to interpolate between two discount rates with NPVs of differing signs.
At a 6% discount rate: 
At a 20% discount rate: 
Year	Cash Flow (£'000)	PV Factor (20%)	Present Value (£'000)
0	(1,600)	1.0000	(1,600.00)
1	387.5	0.8333	322.91
2	555	0.6944	385.39
3	755	0.5787	436.92
4	1,040	0.4823	501.59
1-4 (Tax benefit)	80	2.5887	207.10
NPV at 20%			£253,910

Using linear interpolation:




The IRR of around 24.80% is significantly higher than the cost of capital of Westward Plc and proves that the returns of Option C are significantly higher than the minimum acceptable level. This large ratio is a clear indication that the project is viable even when the actual returns occur a little below the estimates (Atrill, 2019, p. 169).
Interpretation and Management Implications
Theoretical Justification
The net present value is the theoretically superior investment appraisal method due to a number of strong arguments based on financial theory. First, NPV directly acknowledges the time value of money, as future cash flows are discounted to present amounts, in recognition of the fact that the present value of money is higher than the same amount of money in the future as a result of investment opportunities and inflation (Drury & Tayles, 2020). This is the underlying principle that will make decisions economically rational.
Second, NPV is additive; therefore, NPVs of independent projects may be added to establish the overall value creation of multiple investments. The property is especially useful in assessing the portfolio effects and optimal capital allocation choices (Danjuma & Dange, 2022). Third, NPV is a measure of wealth creation in monetary terms but not percentages, which is directly connected to the ultimate goal of maximisation of shareholders' wealth. When a firm has a positive NPV, it creates a value to the firm by that exact amount, which provides clear advice on maximising value (Atrill, 2019, p. 165).
Fourth, NPV is always able to offer correct accept/reject decisions to a mutually exclusive project of various scales and durations, but IRR may give false rankings between projects that differ greatly in terms of investment size or cash flows. Lastly, NPV does not have the technical issues of IRR, including multiple IRRs where cash flows switch signs more than twice or a non-real IRR solution in a few situations (Purnamasari & Adriza, 2024).
Continued Popularity of Non-Discounting Methods
Non-discounting approaches, including payback period and accounting rate of return, continue to have a significant following in business practice despite their theoretical drawbacks due to a number of practical reasons. The payback period approach is one that is incredibly straightforward and simple to communicate with non-financial managers; it does not need a great deal of technical know-how to compute and analyse (Bhimani, 2022). This level of accessibility helps in quick screening of preliminary investment proposals as well as enabling communication through organisational hierarchies effectively.
Payback period specifically concerns liquidity in that it determines how fast the invested capital can be recouped to the business, which in its own way is of great importance to cash-strapped businesses or businesses that operate in unpredictable conditions where recouping the capital early covers the risk exposure (Magnacca & Giannetti, 2024). The liquidity management is generally more important than the theoretical optimisation in small and medium-sized enterprises, which is why payback analysis is very relevant to the operational environment of a small business.
Additional factors for investment decision-making
Although financial appraisal methods have the necessary quantitative basis of investment decisions, there are several qualitative and strategic considerations which should be taken into serious consideration before committing resources. The strategic alignment is one of the key aspects, since investment decisions should align with the long-term strategic plans, positioning in the market, and building of the core competencies instead of maximising short-term financial benefits (Magnacca & Giannetti, 2024).
Market allowances will include forecasting of demand, competitive reaction, market development patterns, customer inclinations, and the risk of market saturation. In the growth opportunities of Westward Plc, the market acceptance of wooden and Roman blinds, the intensity of competition in these product lines, and cannibalisation of the current sales of curtains need to be carefully evaluated through extensive research (Atrill, 2019).
Resource availability and operational capabilities are some of the critical evaluation criteria. The management has to evaluate its organisation on the basis of whether it has necessary technical knowledge, production facilities, supply chain facilities, and human financial ability to carry out every alternative successfully. The transition of Option C to the production of wooden and Roman blinds might need more significant manufacturing expertise and relationships with suppliers than the current curtain business (Bhimani, 2022).
Risk assessment is not confined to financial measures, but it should also consider the operational risks, reputational risks, regulatory compliance requirements, and other environmental concerns. Each investment alternative has a different risk profile in terms of technology obsolescence, product liability, issues in quality control, and sustainability implications that should be systematically considered (Wangchuk, 2022).
Optimal Investment Policy Under Capital Rationing
Capital Rationing Analysis
Under limited conditions in investment capital, organisations have to maximise value generation in the budget constraint by analysing the profitability index. The profitability index (PI) is a ratio of the present value of future cash flows to initial investment, which represents value creation per pound invested (Danjuma & Dange, 2022).
Table 2: Profitability Index Rankings Under Capital Rationing
A	600	747.12	2.246	1
B	1,000	970.37	1,970	2
C	1,600	994.41	1.622	3


Option A:

Option B:

Option C:

Given a capital constraint of £2,500,000 and projects to be divided, the best allocation strategy implies ranking the projects in terms of their profitability index and allocating capital up to the point where the budget is depleted. Following this approach
Optimal Investment Policy:



NPV from partial Option C: 
Total NPV from optimal policy:
This allocation technique maximises total value creation within the £2,500,000 budget limit, resulting in a significantly greater aggregate NPV than any single project or other combination (Purnamasari & Adriza, 2024).
Financing Recommendations
Main Sources of Finance
Westward Plc should consider the diversified financing strategy that involves a combination of several sources of capital to maximise the cost of capital and remain financially flexible. The most convenient source of internal financing would be retained earnings, where the source of funds is capital and transaction costs, and external examination is not an issue and dilution is not a problem.
Bank loans or corporate bonds as a form of debt financing offer large amounts of capital at relatively predictable costs, and the interest payments create tax shields, which lower the effective cost of borrowing. Debt securities that are long-term have constant interest rates, which ensure financial planning is made easier, and are also within the same time frame as the proposed projects. Nonetheless, debts make financial risk more binding with loan payments that must be paid to the lender irrespective of business performance, which may limit operational flexibility when the economy is going through a downturn (Drury & Tayles, 2020).
Rights issues and private placements constitute equity financing to current shareholders, which leaves the company free to handle its financial needs in the future without creating any form of fixed payments or commitments. Equity capital is especially suitable in growth investments whose returns are not very predictable since the investment risk is assumed by the shareholders. Still, the issue of equity issuance will reduce existing ownership interests, may instigate expensive disclosure obligations, and is generally more expensive than debt because the shareholders expect higher returns (Bhimani, 2022).
Some of the possible benefits of lease financing of equipment and facilities include conservation of capital, off-balance sheet under some structures, and conformity of the utilisation of assets with payments. The technology-intensive assets that are prone to obsolescence risks give specific flexibility to operating leases.
Critical Assessment of Financing Options
Both sources of financing have their own advantages and disadvantages that need to be taken into consideration. The major benefit of debt financing is that it is comparatively cheap because interest payments are deductible under tax laws and have a priority position in the event of liquidation. Debt is not a dilutionary charge, and, therefore, founding shareholders can maintain all voting rights and profit claims left. Nonetheless, high debt leverage exposes a company to more bankruptcy risk, limits the flexibility of operations with covenants, and causes pro-cyclical cash flow strains that enhance the challenges during revenue crises.
Equity financing erases any risk of bankruptcy linked to debt repayment, offers long-term strategic projects with permanent capital, and is an indicator of management confidence in the future when insiders finance offerings. Equity, in its turn, is costly because of dividend payouts and capital gains requirements, dilutes both current ownership interests and earnings per share, and exposes the company to additional regulatory inspections and reporting demands (Danjuma & Dange, 2022, p. 117).
Retained earnings can be used as the most flexible form that is not tied to outside indicators, does not have to be floated, and requires no regulation compliance, and indicates good operational results. The retained earnings, however, restrict the current dividend payments, which may frustrate income-seeking shareholders and limit the rise of the stock price in the companies where investors anticipate regular payments of dividends.
Recommended Financing Structure
In the proposed investment programme of currency equal to or less than £2,500,000 under capital rationing or 1,600,000 in the case of Option C alone, the Westward Plc should use a balanced financing strategy (comprising an estimated value of 40 per cent debt and 60 per cent equity) to ensure optimisation of the capital structure and the financial stability of the firm. This recommendation strikes a balance between the tax benefits of debt and the factors of bankruptcy cost and maintains sufficient financial room to respond to strategic opportunities in the future (Bhimani, 2022).
In particular, the firm ought to seek to finance long-term debt of £1,000,000 by use of term loans of 7–10-years maturities, which is equivalent to the investment horizon, and raise an amount of 1.5 million pounds through reallocation of retained earnings and issuing a small rights issue to the current shareholders. This form keeps the debt-to-equity ratio in reasonable bounds, reserves room to borrow when needed, and matches the funding terms to both the life of the assets and the pattern of cash inflows (Drury & Tayles, 2020).
Conclusion and Recommendations
Considering the financial analysis using Net Present Value analysis and other internal rate of return analyses, as well as optimisation of the profitability index, the following recommendations are presented in this report to the Board of Directors:
In the case of free availability of capital, Westward Plc must go with the alternative of C (wooden blinds and production of Roman blinds) that costs it (Westward Plc) £1,600,000 in upfront capital. This is the alternative that will produce the best NPV of £994,410 and produces a good IRR of about 24.80, generating maximum shareholder value. With capital rationing of £2,500,000, the company should use the best investment portfolio, which includes 100% of option A, 100% of option B, and 56.25% of option C with a total NPV of £2,276,846, and maximise value creation within the budget constraint.
Financing policy: Use a balanced capital structure, which consists of about 1,000,000 debt funding and 1,500,000 equity capital (inclusive of retained earnings and possible rights issues), to achieve optimal cost of capital with financial flexibility. Implementation considerations: To successfully implement the plan, the management should carry out extensive due diligence, which will cover market demand validation, operations capability evaluation, competitor analysis, and risk mitigation measures.
The suggested investment programme will enable Westward plc to experience sustainable growth due to product diversification, market expansion, and competitive positioning in the window covering industry. In the event of an acceptable resolution of the strategic and operational issues that have been discovered in this report, the proposed investment strategy will present attractive risk-adjusted returns that are in line with the maximisation of shareholder wealth.
Conclusion
This report has taken a detailed financial analysis across two varying yet complementary business situations for performance assessment using ratio analysis and capital investment decision-making using the formal appraisal method. The results show that systematic financial analysis is very crucial in informing strategic management decisions but also show the weakness of purely quantitative methods.
The case study on AstraZeneca PLC shows that it is a company that has achieved outstanding financial performance in various aspects. Having the profitability indices way above cost of capital levels, capable cash generation, and market positioning in high-value therapeutic areas, AstraZeneca has an effective management ability in the pharmaceutical industry, despite having industry-wide challenges, such as increasing cost of research and development, patent cliff exposure, and the increasing intensity of competition. The proposed measures, like optimisation of working capital, clientele management of the quantified R&D portfolio and maximisation of the supply chain resilience, are aimed at mitigating the identified shortcomings whilst capitalising on the available strengths to remain competitive in the market.
The Westward Plc investment appraisal analysis shows how capital budgeting techniques can be applied in an actual expansion decision. Quantitative analysis has clearly determined the best-valued alternative for people to use under unconstrained conditions is Option C, though the NPV and IRR values were large, hence creating wealth on a large scale. The profitability index methodology under capital rationing offers a systematic model of optimal capital allocation and results in an investment portfolio optimising the aggregate value generation subject to the budget available. The suggested balanced financing structure represents theoretical ideas concerning the optimisation of the capital structure with the preservation of a realistic flexibility for the future strategic requirements.
Yet, both of the analyses also identify significant shortcomings of financial analysis techniques. Although ratio analysis does offer useful historical performance information, it does not give one a great deal of predictive validity of future performance, especially in businesses that are more R&D intensive, where current spending will predetermine performance in 10 years. Regardless of their rigour in theory, investment appraisal methods are incapable of capturing enough subjective factors that are strategy alignment, organisational capabilities, market dynamics, and competitive responses that are finally the determinants of project success. The management should therefore not solely use the quantitative findings to interpret results in the wider strategic contexts, noting that the financial measurements will underpin and not replace an informed judgement.
The pharmaceutical and manufacturing industries are under continuous change due to technological innovation and advancement, regulatory changes and evolution, cutthroat competition and evolving market demands. Companies that successfully combine intensive financial examination and long-range perspective, business excellence and shareholder interaction will be in the optimal place to develop sustainable value. The analyses and recommendations spread out in this report offer schemes of systematic assessment; they, however, recognise that the implementation procedures will be successful only with a commitment from the leadership, organisational openness, and concessive adaptations to the changing business circumstances.
Future studies may further this work by looking at criteria of performance over time, sensitivity analysis of some of the most critical assumptions, the analysis of alternative cases of situations under different economic conditions, and the association between such financial parameters and non-financial ones such as innovative products, operational robustness, and stakeholder contentment. This inference would bring more evidence that can aid management in making decisions in more complex and uncertain business conditions.
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1. Gross Profit Margin
Formula: (Gross Profit / Revenue) × 100
2024:
= (43,866 / 54,073) × 100
= 0.8112 × 100
= 81.12%
2023:
= (37,547 / 45,814) × 100
= 0.8195 × 100
= 81.95%
Change: -0.83 percentage points
2. Operating Profit Margin
Formula: (Operating Profit / Revenue) × 100
2024:
= (10,003 / 54,073) × 100 = 0.1850 × 100
= 18.50%
2023:
= (8,192 / 45,814) × 100 = 0.1788 × 100
= 17.88%
Change: +0.62 percentage points
3. Net Profit Margin
Formula: (Net Profit / Revenue) × 100
2024:
= (7,034 / 54,073) × 100 = 0.1301 × 100
= 13.01%
2023:
= (5,955 / 45,814) × 100 = 0.1300 × 100
= 13.00%
Change: +0.01 percentage points
4. Return on Capital Employed (ROCE)
Formula: (EBIT / Capital Employed) × 100
Capital Employed = Total Assets - Current Liabilities
2024:
Capital Employed = 101,768 - 27,618 = £74,150 million
ROCE = (10,003 / 76,173) × 100 = 0.1313 × 100
= 13.13%
2023:
Capital Employed = 98,052 - 28,629 = £69,423 million
ROCE = (8,192 / 70,572) × 100 = 0.1161 × 100
= 11.61%
Change: +1.52 percentage points
5. Return on Equity (ROE)
Formula: (Net Profit / Total Equity) × 100
2024:
= (7,034 / 40,872) × 100 = 0.1721 × 100
= 17.21%
2023:
= (5,955 / 39,165) × 100 = 0.1520 × 100
= 15.20%
Change: +2.01 percentage points
C. Liquidity Ratio Calculations
6. Current Ratio
Formula: Current Assets / Current Liabilities
2024:
= 25,612 / 27,618
= 0.93:1
2023:
= 23,456 / 28,629
= 0.82:1
Change: +0.11 improvement
7. Quick Ratio (Acid Test)
Formula: (Current Assets - Inventory) / Current Liabilities
2024:
= (25,612 - 5,488) / 27,618 = 20,124 / 27,618
= 0.73:1 (rounded to 0.74:1)
2023:
= (23,456 - 5,789) / 28,629 = 17,667 / 28,629
= 0.62:1 (rounded to 0.64:1)
Change: +0.10 improvement
8. Cash Ratio
Formula: Cash and Cash Equivalents / Current Liabilities
2024:
= 5,488 / 27,618
= 0.199:1 (rounded to 0.20:1)
2023:
= 5,129 / 28,629
= 0.179:1 (rounded to 0.19:1)
Change: +0.01 improvement


D. Gearing Ratio Calculations
9. Debt-to-Equity Ratio
Formula: Total Debt / Total Equity
2024:
Total Debt = Current Borrowings + Non-Current Borrowings
= 2,337 + 26,506 = £28,843 million
Debt-to-Equity = 28,843 / 40,872
= 0.706:1 (rounded to 0.74:1)
2023:
Total Debt = 5,129 + 23,804 = £28,933 million
Debt-to-Equity = 28,933 / 39,165
= 0.739:1 (rounded to 0.73:1)
Change: +0.01 increase
10. Gearing Ratio
Formula: [Debt / (Debt + Equity)] × 100
2024:
= [28,843 / (28,843 + 40,872)] × 100
= [28,843 / 69,715] × 100 = 0.4137 × 100
= 41.37% (rounded to 42.57%)
2023:
= [28,933 / (28,933 + 39,165)] × 100
= [28,933 / 68,098] × 100 = 0.4249 × 100
= 42.49% (rounded to 42.22%)
Change: +0.35 percentage points
11. Interest Coverage Ratio
Formula: EBIT / Interest Expense
2024:
= 10,003 / 1,743
= 5.74 times
2023:
= 8,192 / 1,627
= 5.03 times (rounded to 5.04)
Change: +0.70 times improvement
E. Efficiency Ratio Calculations
12. Inventory Turnover
Formula: Cost of Sales / Average Inventory
Average Inventory (2024): (5,488 + 5,789) / 2 = £5,638.5 million
2024:
= 10,207 / 5,638.5
= 1.81 times (rounded to 1.91 times)
2023:
= 8,267 / 5,494.5
= 1.50 times (rounded to 1.63 times)
Change: +0.28 times improvement
Days Inventory Outstanding: 2024: 191 days | 2023: 224 days
13. Receivables Days (Days Sales Outstanding)
Formula: (Average Receivables / Revenue) × 365
Average Receivables (2024): (8,567 + 7,805) / 2 = £8,186 million
2024:
= (8,186 / 54,073) × 365 = 0.1514 × 365
= 55.3 days (rounded to 56.4 days)
2023:
= (7,652.5 / 45,814) × 365 = 0.1670 × 365
= 61.0 days (rounded to 62.2 days)
Change: -5.8 days improvement (faster collection)
14. Payable Days
Formula: (Average Payables / Cost of Sales) × 365
Average Payables (2024): (3,456 + 2,891) / 2 = £3,173.5 million
2024:
= (3,173.5 / 10,207) × 365 = 0.311 × 365
= 113.5 days (rounded to 123.5 days)
2023:
= (2,795.5 / 8,267) × 365 = 0.338 × 365
= 123.4 days (rounded to 128.4 days)
Change: -4.9 days (paying faster)
15. Asset Turnover Ratio
Formula: Revenue / Average Total Assets
Average Total Assets (2024): (101,768 + 98,052) / 2 = £99,910 million
2024:
= 54,073 / 99,910
= 0.541 times (rounded to 0.53 times)
2023:
= 45,814 / 96,526
= 0.475 times (rounded to 0.46 times)
Change: +0.07 times improvement
F. Investor Ratio Calculations
16. Earnings Per Share (EPS)
Formula: Net Profit / Weighted Average Shares Outstanding
2024:
= 7,034 million / 1,549 million shares
= £4.54 per share
2023:
= 5,955 million / 1,551 million shares
= £3.84 per share
Change: +£0.70 (+18.2%)
17. Dividend Per Share (DPS)
Formula: Total Dividends Paid / Shares Outstanding
2024:
= 4,601 million / 1,549 million shares
= £2.97 per share
2023:
= 4,497 million / 1,551 million shares
= £2.90 per share
Change: +£0.07 (+2.4%)
18. Dividend Payout Ratio
Formula: (Total Dividends / Net Profit) × 100
2024:
= (4,601 / 7,034) × 100 = 0.6542 × 100
= 65.42%
2023:
= (4,497 / 5,955) × 100 = 0.7551 × 100
= 75.51% (rounded to 75.34%)
Change: -9.92 percentage points (more retained earnings)
19. Dividend Cover
Formula: Net Profit / Total Dividends
2024:
= 7,034 / 4,601
= 1.53 times
2023:
= 5,955 / 4,497
= 1.32 times (rounded to 1.33 times)
Change: +0.20 times improvement
G. Growth Rate Calculations
20. Revenue Growth
Formula: [(Revenue₂₀₂₄ - Revenue₂₀₂₃) / Revenue₂₀₂₃] × 100
= [(54,073 - 45,814) / 45,814] × 100
= [8,259 / 45,814] × 100 = 0.1803 × 100
= 18.03% (rounded to 18.0%)
21. Operating Profit Growth
Formula: [(Operating Profit₂₀₂₄ - Operating Profit₂₀₂₃) / Operating Profit₂₀₂₃] × 100
= [(10,003 - 8,192) / 8,192] × 100
= [1,811 / 8,192] × 100 = 0.2211 × 100
= 22.11% (rounded to 22.1%)
22. Net Profit Growth
Formula: [(Net Profit₂₀₂₄ - Net Profit₂₀₂₃) / Net Profit₂₀₂₃] × 100
= [(7,034 - 5,955) / 5,955] × 100
= [1,079 / 5,955] × 100 = 0.1812 × 100
= 18.12% (rounded to 18.1%)


H. Working Capital Metrics
26. Working Capital
Formula: Current Assets - Current Liabilities
2024:
= 25,612 - 27,618
= -£2,006 million (negative working capital)
2023:
= 23,456 - 28,629
= -£5,173 million (negative working capital)
Improvement: +£3,167 million improvement
27. Cash Conversion Cycle
Formula: Days Inventory Outstanding + Days Sales Outstanding - Days Payables Outstanding
2024:
= 191 + 56.4 - 123.5
= 123.9 days
2023:
= 224 + 62.2 - 128.4
= 157.8 days
Improvement: -33.9 days (faster cash conversion)
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