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[bookmark: _Toc59013953]Introduction 
AstraZeneca is the public listed company and trading of shares in done in the London Stock Exchange, the company is started in the year  1999 as well as they are leading in pharmaceutical industry. In this report the financial report of the company will be analyzed and the data for the past 5 year will be taken. Also the part one of the report will focus on history of company its market share, competitors and many more. The second part of the report will focus on reviewing over the financial performance and the third part of the report will cover calculation of NPV, Payback Period and Average rate of return.


[bookmark: _Toc59013954]Part 1
AstraZeneca is global patient focused pharmaceutical company and we believe in innovation in order to give better experience to our patients as well as their faster recovery can take place from it. The strategic priority of our company includes giving better working environment to the employees, accelerate innovative science and deliver growth as well as focus more on leadership (AstraZeneca, 2020). The company has made global presence and in the emerging market it is strengthening its overall position. In the United Kingdom the company has captured the market share of 1.8% and it can be said that there are various competitors of the company that includes Procter & Gamble Health Ltd., AVEPHA Wintac Ltd., GlaxoSmithKline Pharmaceuticals Ltd. and many more (AstraZeneca, 2020).
In the major strategic changes the company is aiming towards reducing as well as eliminating emission by the year 2025 and therefore they are working on emission zero carbon strategy. Over the year the revenue of the company is followed by the increasing trend and therefore it will affect the organizational working directly at AstraZeneca. Also in order to get the business sustainability there are basic priority of the company that includes access to healthcare, environmental protection and the last is ethics as well as transparency. Different pipelines in the company are used for the purpose of therapy and it luces renal, oncology, metabolism, cardiovascular and respiratory (Morgan et al. 2018).
In the last five years it can be said that currently gross margin of the company is increased as well as the cash flow of the company is in plus of 3.90%. In terms of revenue there is 3.64% increase over the past five years as well as the demand of the product and series is increasing directly. Pascal Soriot is the executive direct and chief executive officer at AstraZeneca since the year 2012 (AstraZeneca, 2020). Leif Johansson is non-executive Chairman of the Board since the year June 2012 and Marc Dunoyer is executive director a swell as chief financial officer since 2013 (WSJ, 2020). It can be therefore is in the last five year there is no major change in the directors because all the above discussed members are the part of the organization since more than 5 years (AstraZeneca, 2020).
The company is more focusing on transformation the way they are working currently and steps are taken for overall improvement in the healthcare solutions. The management believes in innovation they are working on digital solutions so that better engagement of the patients can take place as well as overall it will benefit the organization working and thus the chances for better growth as well a success will increase. The company is carrying its operation in more than 19 countries after the merger of two European companies the sales as well as the operating profit of the company is increased (Morgan et al. 2018).
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 Calculation of key financial ratio
Profitability ratio 
Gross profit ratio of AstraZeneca
Formula = gross profit/revenue* 100
CACULATION
2015 = 20,062/24,708*100 = 81.1%
2016 = 18,876/23,002*100 = 82.06%
2017 = 18,147/22,465*100 =80.77%
2018 = 17,154/22,090* 100 = 77.65%
2019 = 19,463/24,384*100 =79.81%
Gross profit ratio of GlaxoSmith Kline
2015 = 15,070/23,923*100 = 62.99%
2016 = 18,599/27,889*100 = 66.68%
2017 = 19,844/30,186*100 = 65.73%
2 018 = 20,580/30,821*100 = 66.77%
2019 = 20,062/33,754*100 = 59.43%
	Year 
	GP of AstraZeneca
	GP of GlaxoSmith Kline

	2015
	81.1%
	62.99%

	2016
	82.06%
	66.68%

	2017
	80.77%
	65.73%

	2018
	77.65%
	66.77%

	2019
	79.81%
	59.43%




Analysis and evaluation
As per the gross profit ratio of AstraZeneca it can be said that in the last five years the profitability of the company is decreased in the last five years that is from 2015-2019. In the year 2015 the gross profit ratio of AstraZeneca was 81.1% then in the year 2016 the gross profit ratio was 82%, in the year 2017 is was 80%, in the year 2018 it was 77% and in the year 2019 it remained at 79% (AstraZeneca, 2020). Overall it can be said that there is no particular trend followed because in some year it is decline and in some year it is increasing. As compared to the year 2018 it can be said that the gross profit ratio of the company is increased and thus the company has made increased sales which impacted positively on the GP ratio. Also increased in the gross profit ratio will have positive results in the business as well as the major stakeholders of AstraZeneca will get positively affected from it (AstraZeneca, 2019).
Comparison
By comparing the gross profit of two companies that is AstraZeneca and GlaxoSmith Kline it can be said that the gross profit of Glaxo Smith Kline is followed by the declining trend and on the other hand AstraZeneca is having increased gross profit ratio (GSK, 2017). Therefore it can be said that higher the profitability means overall better image of AstraZeneca as compared to Glaxo Smith Kline. In the year 2015 the gross profit ratio of AstraZeneca was 81% and the gross profit ratio of Glaxo Smith Kline is 62% therefore it is clear that AstraZeneca is having higher profitability and over the past 5 year same trend is followed and thus the AstraZeneca is having better position as compared to its competitors that is Glaxo Smith Kline (AstraZeneca, 2019).
Recommendations 
From the above gross profit ratio it is recommended to AstraZeneca that as compared to its competitors the company is made better position in terms of gross profit but on the other hand it becomes important to increase the profitability in order to attraction maintain and retain the stakeholders in the organization. It is recommended that the company should work on advertisement in order to gain business positive results and thus overall impact will fall on increased profitability of AstraZeneca Kulchev, 2017). Another recommendation that will give positive results to AstraZeneca is conducting promotional events and thus business profitability will be increased from it. The company should work more on innovation in order to come up with better organizational approaches as well as patient will get faster recovery and the impact will fall on profitability (Kulchev, 2017).
Net profit ratio of AstraZeneca
Formula = net profit/ revenue* 100
CACULATION
2015 = 3,069/24,708*100 = 12.42%	
2016 = 3,552/23,002*100 =15.44%
2017 = 2,868/22,465*100 =12.76%
2018 = 2,050/22,090*100 =9.28%
2019 = 1,227/24,384*100 =5.03%
Net profit ratio of GlaxoSmith Kline
2015 = 8,372/23,923*100 = 34.99%
2016 = 1,062/27,889*100 =3.80%
2017 = 2,169/23,923*100 =9.06%
2018 = 4,046/30,821*100 =13.12%
2019 = 5,268/33,754*100 =15.60%
	Year 
	NP of AstraZeneca
	NP of GlaxoSmith Kline

	2015
	12.42%
	34.99%

	2016
	15.44%
	3.80%

	2017
	12.76%
	9.06%

	2018
	9.28%
	13.12%

	2019
	5.03%
	15.60%




Analysis and evaluation
The net profit ratio of AstraZeneca was 12% in the year 2015 but on the other hand in the year 2016 the net profit of the company is 15% after this the net profit of the company is followed by declining trend. In the year 2019 the net profit of the company is 5.03% this means that with the increase in the business expenditure the profitability of the company is declining (AstraZeneca, 2019). The decline in the net profit at AstraZeneca will affect negatively on the stakeholders as well as the internal management will get affected from it. Also it can be said that AstraZeneca may lose its market share as well as the negative impact will fall on the investors of the company.  On the other hand thus decline in the net profit is not good sign for the company and same financial performance in the coming years will affect negatively on the entire organization (AstraZeneca, 2019).
Comparison
By comparing the net profit of Glaxo Smith Kline and AstraZeneca it can be said that Glaxo Smith Kline has made better performance in the last five years and on the other hand in terms of net profit AstraZeneca the net profit is declining over the years. In the year 2019 the AstraZeneca there is 5.0% net profit but on the other hand the net profit in of Glaxo Smith Kline is 15% and it clearly shows that the net profit of AstraZeneca is declining as well as the company the increased its overall expenditure and thus the declining trend is followed in the net profit (GSK, 2019).
Recommendations 
From the above it can be recommended that AstraZeneca should work and increase their efforts for increasing the net profit in order to gain better results in the business as well as it will support in gaining the competitive advantage. Also it is recommended to work on innovation because innovative product will lead to increased price of the goods and services and thus the overall positive impact will fall on profitability of AstraZeneca (Kulchev, 2017).
Liquidity ratio
Current ratio of AstraZeneca
Formula = current asset /current liabilities 
CACULATION
2015 = 16,007/ (14,869) = -1.07
2016 = 13,262/ (15,256) = -0.86
2017 = 13,150/ (16,383) = -0.80
2018 = 15,591/ (16,292) = -0.95
2019 = 15,563/ (18,117) =-0.85
Current ratio of GlaxoSmith Kline
2015 = 16,587/ (13,417) =-1.23
2016 = 16,711/ (19,001) =-0.87
2017 = 15,907/ (26,569) =-0.59
2018 = 16,927/ (22,491) =-0.75
2019 = 19,491/ (24,050) =-0.81
	Year 
	Current ratio of AstraZeneca
	Current ratio of GlaxoSmith Kline

	2015
	-1.07
	-1.23

	2016
	-0.86
	-0.87

	2017
	-0.80
	-0.59

	2018
	-0.95
	-0.75

	2019
	-0.85
	-0.81




Analysis and evaluation
The current ratio of the company is followed by the declining trend and it will affect operational efficiency of the business in the year 2015 at AstraZeneca the current ratio was -1.07, in the year 2016 it was -0.86, in the year 2017 it was -0.8, in the year 2018 it was -0.95 as well as in the year 2019 it is -0.85. The current ratio is declining as well as increasing but on the other hand there is no proper trend followed (AstraZeneca, 2019).
Comparison
As compared to the current ratio of AstraZeneca from the current ratio of GlaxoSmith Kline it can be said that in the year 2019 the current ratio at AstraZeneca is -0.85 and the current ratio of GlaxoSmith Kline is -0.81. On the other hand the current ratio in the year 2018 at AstraZeneca was -0.95 and the ratio of GlaxoSmith Kline were -0.75. As compared to both the companies in terms of current ratio GlaxoSmith Kline has made better position but on the other hand both the companies are facing problems because they have low current ratio (GSK, 2019).
Recommendations 
From the above it can be recommended that after comparing the current ratio of both the companies it becomes important for AstraZeneca to improve its current ratio because it affects the operations of the business. The company has currently negative current ratio and therefore it is important to increase the current ratio at AstraZeneca because the company will have increased chances for operational efficiency. For this it is recommended that the company should reduce is expenses or the company should sell of its fixed assets because it will increase the liquid fund in the business and the positive impact fall on the current ratio of AstraZeneca (Kulchev, 2017).
Quick ratio of AstraZeneca
Formula = Current asset – stock/ current liabilities 
CACULATION
2015 = 16,007 – 2,143/ (14,869) =-0.93
2016 = 13,262- 2,334/ (15,256) = -0.71
2017 = 13,150 -3,035/ (16,383) =-0.61
2018 = 15,591 -2,890/ (16,292) =-0.77
2019 = 15,563 - 3,193/ (18,117) =-0.68
Quick ratio of GlaxoSmith Kline
2015 = 16,587-4,716/ (13,417) = -0.88
2016 = 16,711- 5,102/ (19,001) =-0.61
2017 = 15,907 - 5,557/ (26,569) =-0.38
2018 = 16,927- 5,476/ (22,491) =-0.43
2019 = 19,491 - 5,947 / (24,050) = -0.56
	Year 
	Quick ratio of AstraZeneca
	Quick ratio of GlaxoSmith Kline

	2015
	-0.93
	-0.88

	2016
	-0.71
	-0.61

	2017
	-0.61
	-0.38

	2018
	-0.77
	-0.43

	2019
	-0.68
	-0.56




Analysis and evaluation
For the last five years by using the financial report of the company the calculation of the quick ratio is taken and it is taken out that in the year 2015 the quick ratio of the company was -0.93 and in the year 2016 it was -0.71. In the year 2017 the quick ratio of the company was -0.61 and in the year 2018 it was -0.77. In the year 2019 the quick ratio is -0.68 and from the last five quick ratios it can be said that overall position of the short term liquidity is improved but it requires positive quick ratio because it will lead to better business operations at AstraZeneca (AstraZeneca, 2019).
Comparison
By comparing the quick ratio of AstraZeneca from the quick ratio of GlaxoSmith Kline it can be said that Glaxo Smith Kline is performing better in terms of quick ratio (GSK, 2017). On the other hand there is declining position of AstraZeneca in terms of quick ratio and thus it can be said that the company will have financial difficulties in paying off its current liabilities and thus the overall image and operation of the business will get affected from it. By comparing both the companies’ quick ratio it can be said that Glaxo has higher quick ratio as compared to the quick ratio of AstraZeneca (GSK, 2016).
Recommendations 
From the above it can be recommended that AstraZeneca can improve its quick ratio by increasing the current level of sales and thus the sales can be increased by attracting the customer toward the product and services of the company (Kulchev, 2017).
Gearing ratio of AstraZeneca
Debt to equity ratio of AstraZeneca
Formula = Debt to equity ratio = total debt/ total equity 
CACULATION
2015 = (7,762)/18,509 = -0.41
2016 = (10,657) /16,669 = -0.63
2017 = (12,679)/16,642 =-0.76
2018 = (13,003)/14,044 = -0.92
2019 = (11,904)/14,596 =-0.81
Debt to equity ratio of GlaxoSmith Kline
2015 = (10727) /8,878 =-1.20
2016 = (13,804)/4,963 =-2.78
2017= (13,178)/3,489 =-3.77
2018 = (21,621)/3,672 =-5.88
2019 = (25,215)/18,357 =-1.37
	Year 
	Debt Equity of AstraZeneca
	Debt Equity of GlaxoSmith Kline

	2015
	-0.41
	-1.20

	2016
	-0.63
	-2.78

	2017
	-0.76
	-3.77

	2018
	-0.92
	-5.88

	2019
	-0.81
	-1.37




Analysis and evaluation
From the last five year debt to equity ratio it can be said in the year 2015 the debt to equity ratio was -0.41, in the year 2016 the debt to equity ratio was -0.63, in the year 2017 the ratio was -0.76. In the year 2018 the debt to equity ratio was -0.92 and in the year 2019 the debt to equity ratio is -0.81.  Thus with the decline in debt equity ratio it will have the positive impact on the stakeholders of the company as well as the chances for loss in the business will be less and the investors will get attracted towards the company (AstraZeneca, 2020).
Comparison
The debt equity ratio of Glaxo Smith Kline is higher than the debt equity ratio of AstraZeneca it means that more risk is associated with Glaxo Smith Kline and there is relatively less risk at AstraZeneca (GSK, 2016). With the increased debt in equity at GlaxoSmith Kline the stakeholders will negatively get affected and at AstraZeneca the stakeholders will get positively affected from it (AstraZeneca, 2020).
Recommendations 
From the above it can be recommended that it is good for AstraZeneca to reduce the debt equity ratio and thus by increasing the equity overall improvement in the debt equity ratio can be made as well as it have positive results in the business (Kulchev, 2017).

Efficiency ratio 
 Asset turnover of AstraZeneca
Formula = revenue/ total assets
CACULATION
2015 = 24,708/60,056 =0.41
2016 = 23,002/62,526 =0.36
2017 = 22,465/63,354 =0.34
2018 = 22,090/60,651 =0.36
2019 = 24,384/61,377 =0.39
Asset turnover of GlaxoSmith Kline
2015 = 23,923/53,446 =0.44
2016 = 27,889/59,081 =0.47
2017 = 30,186/56,381=0.53
2018 = 30,821/58,066 =0.53
2019 =33,754/79,692 =0.42
	Year 
	Asset turnover ratio of AstraZeneca
	Asset turnover ratio of GlaxoSmith Kline

	2015
	0.41
	0.44

	2016
	0.36
	0.47

	2017
	0.34
	0.53

	2018
	0.36
	0.53

	2019
	0.39
	0.42




Analysis and evaluation
In the year 2019 the asset turnover ratio at AstraZeneca is 0.39, in the year 2018 it was 0.36, in the year 2017 it was 0.34, in the year 2016 it was 0.36 and in the year 2015 it was 0.41. Over the year changes in the asset turnover ratio has taken place but improvement in the year 2019 has taken place and thus it will affect the entire business because the company is now better use of its available resources (AstraZeneca, 2020).
Comparison
By comparing the asset turnover ratio of AstraZeneca and the asset turnover ratio of GlaxoSmith Kline it can be said that GlaxoSmith Kline has higher asset turnover ratio in all the last five years (GSK, 2017). Therefore it can be said that the competitor GlaxoSmith Kline is making better use of the asset and thus therefore improvement is this ratio is taking place (AstraZeneca, 2020).
Recommendations 
Thus it is recommended to AstraZeneca that the company can improve its asset turnover ratio by increasing the current revenue in the business because it is the easiest way to improve the asset turnover ratio. Also by involving in the promotional events the company can make proper use of its assets and thus it will impact on better asset turnover ratio at AstraZeneca (Kulchev, 2017).
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1. Payback Period
	Year 
	Projected cash flows 
A
	Projected cash flows 
B

	0
	-85
	-90

	1
	10
	25

	2
	20
	30

	3
	40
	35

	4
	55
	40



	Year 
	Projected cash flows
A
	Cumulative flows A
	Projected cash flows
B
	Cumulative flows B

	0
	-85
	-85
	-90
	-90

	1
	10
	-75
	25
	-65

	2
	20
	-55
	30
	-35

	3
	40
	-15
	35
	0

	4
	55
	40
	40
	40



Payback period for Project A	
15/55 
=0.27 
3 year +0.27 year
The payback period for the project A is 3.27 years.
Payback period for project B
35/35 =1
2+ .1 year
Therefore the Payback Period for project B is 2.1 year
Analysis: from both the projects payback period it can be said that the project A is having higher payback period and on the other hand project B is having lesser payback period. Therefore it can be said that project B should be selected because is payback period is 2.1 year and project A will not be selected because its payback period is 3.27 years.
2. Net present value 
Calculation of net present value for the project A
	Year 
	Projected cash flows
A
(£m)
	Rate of discount 10.5%
1.105
Below is the present value
	Calculation

	0
	-85
	-85
	-85

	1
	10
	9.04
	10/1.105

	2
	20
	16.37
	20/1.105^2

	3
	40
	29.64
	40/1.105^3

	4
	55
	36.89
	55/1.105^4



9.04 + 16.37 +29.64 +36.89 =91.94
91.94-84
Here, the net present value of the project A is 6.94 (£m) and it is positive therefore it can be said that the investment is preferable. 

Calculation of net present value for the project B
	Year 
	Projected cash flows
B
(£m)
	Rate of discount 10.5%
1.105
Below is the present value
	Calculation

	0
	-90
	-90
	-90

	1
	25
	22.62
	25/1.105

	2
	30
	24.56
	30/1.105^2

	3
	35
	25.94
	35/1.105^3

	4
	40
	26.82
	40/1.105^4



22.62 +24.56 +25.94 +26.82 = 99.94 (£m)
=99.94-90
The net present value of the project B is 9.94 (£m) and it is positive therefore it can be said that the investment is preferable. 
Analysis: as per the net present value of both the projects it can be said that both the project A and B are giving positive net present value. But on the other hand the selection of the project should be done which has higher net present value therefore it can be said that the net present value of the project A is less as compared to the project B. project B is having net present value of 9.94 and on the other hand the Project A is having the net present value of 6.94 therefore the decision for the selection of project B will be taken.
3. Accounting rate of return 
Accounting rate of return for the project A	
	Step 1 calculation of average annual profit 
	(£m)

	Inflow, 
	

	1
	10

	2
	20

	3
	40

	4
	55

	TOTAL = 
	125

	LESS DEPRICIATION 
	-12.5

	TOTAL PROFIT 
	112.5

	
	

	Average annual profit 
	

	Total profit/ number of years
	

	112.5/4
	28.125

	
	

	Step 2: calculation of average investment 
	

	Total + depreciation/2 
	

	125+12.5/2 =68.75
	68.75

	
	

	Step 3: calculation of Accounting rate of return 
	

	Average annual profit/ average investment 
	

	28.125/68.75
	0.40


Depreciation is assumed at the rate of 10% per annum with the straight line method and therefore the amount of depreciation is 12.5.
Accounting rate of return for the project B
	Step 1 calculation of average annual profit 
	(£m)

	Inflow, 
	

	1
	25

	2
	30

	3
	35

	4
	40

	TOTAL = 
	130

	LESS DEPRICIATION 
	-13

	TOTAL PROFIT 
	117

	
	

	Average annual profit 
	

	Total profit/ number of years
	

	117/4
	29.25

	
	

	Step 2: calculation of average investment 
	

	Total + depreciation/2 
	

	130+13/2 =71.5
	71.5

	
	

	Step 3: calculation of Accounting rate of return 
	

	Average annual profit/ average investment 
	

	29.25/71.5
	0.40


Depreciation is assumed at the rate of 10% per annum with the straight line method and therefore the amount of depreciation is 13.
Thus from both the projects that is project A and Project B average rate of return is same there is no difference in the accounting rate of return and that is 0.40. Therefore in terms of accounting rate of return both the projects are better the company and thus the decision for any project can be taken.
Advantages and disadvantages 
Payback period 
One of the major advantages of payback period its simplicity as well as it is considered as easiest method which helps in taking better decision. On the other hand one of the major disadvantages of this method is it does not focus on the time value of money and therefore it can be said taking into consideration time value of money is most important aspect therefore this is biggest limitation of this method (Wan et al. 2020).
Accounting rate of return
The accounting rate return method does not requires any special reports in order to get information therefore it can be said that this is easy, simple method and understanding also becomes easy from it. One of the major disadvantages for this method is it requires profitability because it works on the aspect of business profits rather than consideration the cash flow of the business. It is also getting affected with the non-cash items like depreciation therefore this are the disadvantages attached with the method (S Bawaneh, 2018).
Net present value
By taking the time value of money into consideration it can be said that this is one of the major advantages of the method and on the other hand it does not takes into consideration the hidden cost therefore this is the disadvantage (Gaspars-Wieloch, 2019).
Non-financial factors 
It becomes important in the business to address the non-financial factors because it overall affects the business performance and operational efficiency gets impacted from it. The non-financial indicator includes strong management team and it can be said at AstraZeneca there is strong management team and thus the business is getting positively affected from it. The company has also maintained diversified human capital therefore it can be said that it is also impacting affirmatively on the entire business and thus innovative business practices are promoted (AstraZeneca, 2019).
[bookmark: _Toc59013957]Conclusion 
From the above it can be said that the report was mainly into three parts where in the first part of the report the information related to company history, its competitors is explored. Then in the second part of the report the ratio analysis is done as well as its discussion, comparison and recommendation is made. In the last part of the report calculation and analysis of payback period, net present value and accounting rate of return is done.
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