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Ratio Calculation Table
	Ratio
	Formula
	FY2024
	FY2025
	Movement

	Gross profit margin
	Gross profit / Revenue × 100
	37.1%
	37.6%
	Improved

	Operating profit margin
	Operating profit / Revenue × 100
	11.1%
	10.2%
	Declined

	Net profit margin
	Profit for the period / Revenue × 100
	6.7%
	5.7%
	Declined

	Current ratio
	Current assets / Current liabilities
	1.32:1
	1.35:1
	Slight improvement

	Quick ratio
	(Current assets − Inventory) / Current liabilities
	0.34:1
	0.46:1
	Improved

	Return on assets (ROA)
	Profit for the period / Total assets × 100
	10.1%
	8.0%
	Declined

	Return on equity (ROE)
	Profit for the period / Equity × 100
	50.0%
	42.4%
	Declined

	Asset turnover
	Revenue / Total assets
	1.51x
	1.39x
	Declined

	Debt-to-equity*
	Interest-bearing borrowings / Equity
	1.24x
	1.51x
	Increased


(for all calculations see Appendix)
Introduction to Financial Ratios
Analysing the ratios of a company's financial performance by using financial ratios is an effective way of determining how profitable, liquid, efficient and financially risky a company is over time. Financial ratios allow the conversion of raw accounting data into an easier-to-compare metric, making them useful tools for supporting decision-makers when evaluating performance, as well as for making investment decisions (Olayinka, 2022), and are still one of the most widely used tools for assessing how well a business is performing (Lubis, 2023). B&M European Value Retail S.A. is an ideal company to analyse because they have published audited annual financial statements for several years, and they operate in a highly competitive environment within the value-retail sector. An examination of B&M's most recent two years of data shows that while their sales have been increasing, their profitability and return on investment have both been decreasing.

B&M European Value Retail S.A - profitability
B&M's gross profit margin increased slightly from 37.1% in FY2024 to 37.6% in FY2025. This indicates that B&M's purchasing decisions continued to be positive, as did their management of product mix, and they maintained pricing discipline despite a difficult market. With regards to the FY2025 report issued by B&M, it stated that "the gross margin was achieved from a robust gross margin despite challenging trading conditions".
B&M's gross margin of 37.6% was not enough to offset the decline in their total profit from both an operating profit margin of 11.1% (FY2024) to 10.2%, and their net profit margin of 6.7% (FY2024) to 5.7%. Therefore, while B&M generated more revenue, they were able to retain less as operating and net profit than they did in the previous year. For example, B&M's total operating profit declined from £608 million to £566 million, and the profit attributable to B&M's shareholders declined from £367 million to £319 million during the same period. Research on the relationship between profitability and operating performance has confirmed that while profitability measures, like operating and net profitability and margin, are required for evaluating operating performance, they should not be used in isolation (Lee 2023; Saputra 2022). This is evident in B&M's operating performance and demonstrates how gross margin growth indicates good operating performance, and that a decrease in operating and net margin represents cost pressures under gross profit.
Liquidity Analysis
Liquidity improves slightly. The current ratio increased from 1.32:1 to 1.35:1, and the quick ratio increased from 0.34:1 to 0.46:1, indicating that B&M was able to pay short-term obligations and has marginally enhanced its short-term liquidity position.
The improvement in liquidity is primarily due to an increase in current assets, particularly cash and cash-equivalent financial assets. B&M had £217 million cash and £153 million cash-equivalent financial assets in FY2025 compared to £182 million cash and £4 million cash-equivalent financial assets in FY2024.
However, the quick ratio remains below 1; this is typical of retailers with significant amounts of inventory classified as part of their working capital. In addition, as Rahiminezhad Galankashi and Mokhatab Rafiei (2022) state, performance measurement in supply chains must not utilise only one indicator; in the case of retailers, liquidity must be assessed in conjunction with inventory turnover and cash generation. B&M generated positive operating cash; however, cash operating performance decreased from £862 million to £784 million, reflecting a decrease in cash performance even though balance sheet liquidity improved marginally.


Efficiency & Return Analysis
B&M's return on assets (ROA) decreased from 10.10% in FY2024 to 8.00% in FY2025, return on equity (ROE) decreased from 50.00% in FY2024 to 42.40% in FY2025, and the asset turnover ratio decreased from 1.51x in FY2024 to 1.39x in FY2025.These alterations show that the company was less efficient at using its assets and the funds from shareholders in FY2025 than it was in FY2024.
However, this does not imply that the firm became weaker, but rather that asset expansion outstripped profit expansion. The company’s total assets increased from £3.625 million to £4.007 million, supported by nearly £195 million in higher non-inventory stocks, currently recognised financial assets, and continued expansion of stores (and infrastructure). Research indicates return ratios are particularly meaningful in measuring performance as they relate to profit generation (Lubis, 2023; Lee, 2023). For B&M, those ratios point toward a decreased level of efficiency in FY2025.
Reasons for Better or Worse Performance
B&M performed not just on an annualised basis, but also in almost every profitability and return measure during FY2024. This better performance reflected stronger like-for-like sales momentum and effective operating leverage. UK like-for-like sales increased by 3.7% during the period, including the addition of 47 gross new B&M retailers to the UK. France achieved a revenue increase of 19.2%, including the addition of 15.3% new Heron Foods retailers. Additionally, this report discusses volume-driven, strict cost controls and expanding gross margins.
Conversely, FY2025 was a more difficult year, which the firm is characterising as “challenging” due to a tougher macroeconomic climate and rising prices for its customers. While total sales continued to grow due to new stores, UK like-for-like sales fell by 3.1%. The report comments that free cash flow was reduced due in part to increased stock levels and financing costs. The following are reasons why the ratios changed:
· Increase in revenue was not sufficient to offset the decline in same-store sales.
· Gross margin remained stable, indicating strong purchasing and pricing.
· An increase in operating and finance costs reduced profit margins.
· An increase in inventory caused an increase in cash and reduced cash generation.
· An increase in borrowings resulted in greater financial leverage as evidenced by an increase in the debt-to-equity ratio from 1.24 to 1.51.
The findings of the ratio analysis suggest that leverage can enhance or detract from the success of a business based on history and capital structure (Ali et al., 2022; Sinebe et al., 2025). Additionally, companies that operate under uncertain conditions require the flexibility to absorb unexpected events and to continue to invest in their business efficiently (Wu et al., 2024). 
Recommendation for Improvement and Sustainability
The first area B&M must improve is increasing same-store sales in the current UK market. The 2025 report has referenced the improvement of space, merchandising, and distribution, all of which should remain a priority moving forward, since increasing existing store sales will increase profit without a corresponding investment in new capital.
Secondly, B&M should improve inventory management. The inventory increased from £776 million to £883 million, resulting in a decrease in free cash flow. Improved forecasting, replenishment, and analytics would assist in reducing excess inventory without impacting the availability of stock. Evidence suggests that companies leveraging business intelligence and A.I. to enhance financial decision-making and forecasting quality will perform better (Renaldo, 2022; Kureljusic & Karger, 2024; Cao et al., 2024).
Third, B&M must manage financing pressures and maintain flexibility. As financing costs and borrowings continue to increase, B&M should focus on allocating capital as efficiently as possible, timing the expansion phases appropriately, and preserving cash flow generation. Financial flexibility plays a critical role when companies face investors with varying opinions of the current trading environment (Wu et al., 2024).
Fourth, B&M should consider developing their sustainability strategy. Improvements in energy efficiency, decreasing packaging, increasing distribution efficiency, and disclosing their supply chain will lead to a decrease in long-run costs and increased resiliency. A growing body of research has linked the performance of businesses to sustainability reporting and the utilisation of green accounting techniques (Khan & Gupta, 2024; Nicolo et al., 2025; Rashid & Jaf, 2023). Additionally, investing in human capital, systems and intellectual resources will help support the future performance of B&M (Bataineh et al., 2022). 
Conclusion
Overall, the above ratio analysis demonstrates that B&M is still a large, profitable, and liquid retailer at the year-end of FY2025, but it underperformed in FY2024. Improvements in revenue and gross margin do not offset declines in operating margin, net margin, return on assets, return on equity, and asset turnover. The primary factors appear to be lower same-store sales, increased inventory, higher financing, and a more rigorous cost environment, although new store openings continued to support nominal revenue growth.
Overall, the ratio analysis provides a clearer picture of the financial position of B&M. In conclusion, the ratio analysis confirms that B&M's core business continues to remain resilient as well as highlighting the areas of pressure developing on profit conversion, efficiency, and leverage. The primary conclusion of the ratio analysis is that while B&M maintains a solid financial position, its future improvement will be dependent on increasing same-store sales, controlling working capital, disciplined financing and implementing more sustainable practices.
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Appendix 
a. Profitability Ratios
Gross Profit Margin
Formula: Gross Profit ÷ Revenue × 100
FY2024 = 2,035 ÷ 5,484 × 100 = 37.1%
FY2025 = 2,092 ÷ 5,571 × 100 = 37.6%
Operating Profit Margin
Formula: Operating Profit ÷ Revenue × 100
FY2024 = 608 ÷ 5,484 × 100 = 11.1%
FY2025 = 566 ÷ 5,571 × 100 = 10.2%
Net Profit Margin
Formula: Profit for the year ÷ Revenue × 100
FY2024 = 367 ÷ 5,484 × 100 = 6.7%
FY2025 = 319 ÷ 5,571 × 100 = 5.7%
b. Liquidity Ratios
Current Ratio
Formula: Current Assets ÷ Current Liabilities
FY2024 = 1,046 ÷ 794 = 1.32: 1
FY2025 = 1,343 ÷ 997 = 1.35: 1

Quick Ratio (Acid Test)
Formula: (Current Assets − Inventory) ÷ Current Liabilities
FY2024 = (1,046 − 776) ÷ 794 = 270 ÷ 794 = 0.34: 1
FY2025 = (1,343 − 883) ÷ 997 = 460 ÷ 997 = 0.46: 1
c. Efficiency Ratios
Asset Turnover
Formula: Revenue ÷ Total Assets
FY2024 = 5,484 ÷ 3,625 = 1.51 times
FY2025 = 5,571 ÷ 4,007 = 1.39 times
d. Profitability (Return Ratios)
Return on Assets (ROA)
Formula: Profit ÷ Total Assets × 100
FY2024 = 367 ÷ 3,625 × 100 = 10.1%
FY2025 = 319 ÷ 4,007 × 100 = 8.0%
Return on Equity (ROE)
Formula: Profit ÷ Shareholders’ Equity × 100
FY2024 = 367 ÷ 734 × 100 = 50.0%
FY2025 = 319 ÷ 752 × 100 = 42.4%


e. Gearing Ratio
Debt-to-Equity Ratio
Formula: Borrowings ÷ Equity
FY2024 = 911 ÷ 734 = 1.24 times
FY2025 = 1,135 ÷ 752 = 1.51 times
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