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	[bookmark: _Toc127181575]Executive summary
This financial report is an investigative  Summaryising Aston Martins financial statements from 2020 to quarter 3 2022. It will detail a comprehensive understanding on the possibility that Aston moderator on a research project. this report will also include qualitative issues Aston martin has had to overcome, strategy and planned developments.


This report has found that the collaboration between Aston Martin Could be a viable option in the next 24 months but however whilst they are In the midst of a cash flow difficulties and restructuring changes, It would be prudent to approach a collaboration with cautionrestraint. With Lawrence Stroll and The Saudi Arabia’s investment fund financially supporting them, and the imminent release of new cars in 2023, Aston Martin are very capable to deliver a return on their investments.

with an addition of a strong strategy, the vision of appealing to a wider customer base and take control over their supply issues could see Aston Martin reduce their debts and recover losses














[bookmark: _Toc127181576]Introduction
The purpose of this report is to clarify the viability of future collaborations between our senior management team and Aston Martin PLC. In depth calculations will be used to educate the reader on the Aston Martin financials between the years 2020 to 2022. 

The key calculations for determining the viability of this venture include profitability, liquidity, gearing, efficiency, and investor ratios for a minimum of the past 2 years.



Review of the financial statements (highlighting any trends and risks, utilizing financial ratios and information researched outside the financial statements.)
 The data that has been collected for this report has been obtained from Aston Martin’s 2020 to 2021 end of year reports combined with their latest 2022Q3 figures that are found on both the Aston Martin website and Companies House. whenWhen analysing a company’s finances, they will refer to financial ratios and interpret financial statements to establish a company’s strengths and weaknesses.
 Please refer to the following links:


https://find-and-update.company-information.service.gov.uk/company/01199255number of different ratios that can be used but an analyst will need to select appropriate data

https://www.astonmartinlagonda.com/investors/annual-report

This report will give a better understanding into Aston Martins business practises and to see how they are performing. this report will also take into consideration future strategies development plans restructuring and what that might do to affect their financials and years to come.




[bookmark: _Toc127181577]Explanation of the use of Financial Statements. 

What is ratio analysis:
Ratio analysis provides data for analysing and interpreting the financial position of a business. Aston Martin’s financial model will give an intricate understanding of their fiscal stability and their forecast projections. Aston Martin create a quarterly and yearly financial statement to outline their cash flow requirements for the forthcoming year and appraise their targets. 

Using ratio analysis simplifies accountancy statistics and satisfies stakeholders and the wider management team. It highlights operational efficiency, profitability, and where the company requires further resources to improve performance. 

Ratio analysis limitations:
However, ratio analysis data can be manipulated to disguise the true financial situation. This could be for several reasons. Firstly, financially to obscure management override of control, to satisfy financial covenants and to maintain financial stability in the eyes of stakes holders. Secondly, and holistically, to keep stakeholders happy and maintain equity in by discouraging them from selling their shares.  
External circumstances, such as pandemics, recessionsrecessions, and natural disasters which can also have a great effect on, can also greatly affect the supply chain, the workforce and customers’ spending powers, due to disruption of the supply chain and customer finances. External inflation has a wider effect on the company’s debts, gearing, cost per unit and profitability but also the workforce’s personal finances - which can affect morale and consequently talented headcount. 	Comment by Lauren Bhaduri: I don’t think we have the cause and effect right here?

Ratio analysis only uses historical quantitative data and does not consider forecasting evolving qualitative environments which can be overlooked. For example, the effects that Covid-19 had on the workforce and subsequently great impact on Aston Martin’s operating capacity, stock levels and lead times. Operational changes and structural difficulties play an important aspect in production levels, which in turn affects the company’s turnover, cashflow, customer satisfaction and net assets. 
[bookmark: _Toc127181578]Calculations
(Profitability, liquidity, gearing, efficiency, and investor ratios for a minimum of the past 2 years.)


After reviewing Aston Martin’s financial statements, results show that turnover hasve improved year on year since the bail out by Stroll in 2020e 2021. With sales increased by 71.89% between the years 2020 and 2021 this had a substantial increase in the Gross profit margin of 205.4%, the extreme contrast in figures could be put down to Covid-19 and the site closures of both their UK factories for varying amounts of time. 	Comment by Lauren Bhaduri: has

 We should also consider that due to Covid-19, the company had a great deal of financial help from the UK government in 2020 - something that was not uncommon throughout the British automotive industry. However, Aston Martin did not receive financial help in 2021. this needs to be considered in context when reviewing how viable the company’s finances and turnover are when obtaining a meaningful comparative.
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Please click onto Excel Document to see entire ratio formulas and figures.



Explain calculations 


Missing figures are not provided by Aston Martin

After reviewing Aston Martins financial statements from 2020 to Q3 2022, Aston Martin had a lower-than-expected capital expenditure cost in 2021 as they took a controlled and disciplined view on investment spending throughout 2020 (Green, 2020), probable, alternatively due to factory closuresit could be argued, 19 the closures are both factories, which in turn had a negative effect on car availability to sell and complete outstanding customer orders. Wwhereas by Q3 of 2022 they had increased their capital expenditure to £213m due to a new model development that which will be going into production in 2023. Aston Martin Martin’s financial reports indicate an increase of in spending of £78m year on year for their new product development, with an emphasis on changing their outlook from settling liabilities to an investment-focused future for their new models. This commitment to strategic spending speaks to the long-term goals of Aston Martin, it’ its acquisitive nature and the possibly the aim to increase market share (Elliott, 2021). The capital investment spends, although a short-term cash outflow, will allow for increased and more efficient production where they can benefit from economies of scale and ultimately increase both revenue and the bottom-line profit figure. 	Comment by Lauren Bhaduri: ??	Comment by Lauren Bhaduri: Not sure what we’re trying to say here? Why is this as an alternative?

Do we mean two factories were closed down which reduced operational capacity and consequently supply. (BUT then we say turnover has increased)

However, Aston martin missed their profit target in 2022 by struggling to deliver the limited-edition Valkyrie on time to customers, with Stroll siting ‘Electrical supply issues that were effecting affecting the entirety of the automotive issue globally’ as the cause (Sweney, 2022). We should highlight that this can be disruptive to Aston Martins’ super luxury branding, as they fail to deliver to high-earning clientele, this could be off-putting for a customer to repeat purchase.. Aston martin Martin are is however projecting that in 2023 with a full year of DBX sales and the launch of a new front enginefront-engine sports car (Chauhan, 2023), that the company will beere on track to achieve a target of 2bn revenue and ultimately £500m in adjusted profits by 2024-2025. Aston’s new approach to growing sales to 10,000 cars each year by 2024-2025 also seems ambitious when by Q4 of 2022, sales of cars sat at just over 6000. HoweverNevertheless, these projections are attractive and if delivered could be more favourablefavorable to collaborate with. EBITDA rose to £137.9m, up from a loss of £70.1m in 2020. This was driven by a higher number of Special edition car sales and improved manufacturing efficiency.	Comment by Lauren Bhaduri: 	Comment by Lauren Bhaduri: I think we’ve given context but how does it link to their capacity to collaborate with us?

Revenue by market shows a strong presence in the UK, Americas, Rest of Europe, Middle East and Africa and Asia Pacific. However, for the first half of 2022 they had difficulty meeting high levels of demand for new cars and had been hit by the wider supply chain shortage and the global shortage for semiconductors and logistics issues due to Brexit and importing parts to the UK. Resulting in 350 Aston Martins SUV’s not making it to customers on time, costing the company 80 million. However, despite the troubles, Aston Martin has secured further finance from Saudi Arabia’s public investment fund, which will help cover the costs of the company’s debts which grew to 1.3 billion by June 2022 (Jolly, 2022).

Critical analysis
Aston Martin approaches assets and stock from a ‘global luxury strategy’. CEO Moers saw asset control as a key step to restore the element of exclusivity and to create excitement around the brand. Rather than stockpiling, Aston Martin embraced the ‘build- to-order’ business tactic. 	Comment by Lauren Bhaduri: What other assets? Surely just stock?

Shortly after adopting this approach, Moers stepped down with immediate effect resulting in Aston Martin having three CEOs in three years, a knock for shareholders’ confidence. During 2021, Aston Martin’s share prices decreased by 59%. Furthermore, Aston diluted shares in 2022 with a view to boosting funds for their future, IMPLICATIONS. (Gearing ratio here maybe?) Reducing shareholders voting rights to put into the hands of experienced key management? Looking to increase financial capital?

Aston Martin faces large interest charges due to investing heavily in their infrastructure within the last 10 years. As a result, loans need to be repaid as quickly as possible to avoid the impact of high-interest rates and to prevent these expenditures costs from eating into their profits. Projected interest costs for 2023 alone currently stand at £130m. Aston Martin ended 2022 with a net debt of £892m which was only reduced to £833 by the end of quarter 3. Aston’s new approach to growing sales to 10,000 cars each year by 2024-2025


· Explain large spends
· Projections for the next few years, more money into their sales, 
· Redundancies (if applicable) change to staffing.
· Government intervention (covid)
Critically evaluate the ratios calculated. In your analysis. (You should consider possible reasons for changes in ratios over the period and discuss the limitations of ratio analysis.) Aston Martin approaches stock from a ‘global luxury strategy’. CEO Moers saw asset control as a key step to restore the element of exclusivity and to create excitement around the brand. Rather than stockpiling, Aston Martin embraced the ‘build- to-order’ business tactic, this can be seen in their slight increase of 0.99% of their assets being held. Aston Martin are actively trying to manage costs and increase efficiency, which will have an impact on their profit margin, which they saw grow from 18% in 2020 to 33% by Q3 2022.

Shortly after adopting this approach, Moers stepped down with immediate effect resulting in Aston Martin having three CEOs in three years (Gallagher, 2022), a knock for shareholders’ confidence. During 2021, Aston Martin’s share prices decreased by 59%. Furthermore, Aston diluted shares in 2022 to boost funds for their future and increase their financial capital, reducing shareholders voting rights and in turn could displease shareholders. With shareholders equity standing at 660.4p in 2021 and dropping to 180.20p by Q3 in 2022, it does leave Aston martin financially vulnerable (HARRINGTON, 2022), further diluting the value of a share to raise financial capital. However, raising capital by continuing to decrease shares will decrease your gearing ratio which sat at 1.739% at the end of 2021 (slightly higher that the year previously at 1.22%). As these figures are very small, it would suggest that the company has a small financial leverage.

Aston Martin faces large interest charges due to investing heavily in their infrastructure within the last 10 years. As a result, loans need to be repaid as quickly as possible to avoid the impact of high-interest rates and to prevent these expenditures costs from eating into their profits, however, a large proportion of their loans are from their parent company owned by Lawrence Stroll their executive chairman – who took the position in 2020 when Aston Martin was in dire cash flow problems (Ziady, 2020). Large portions of Aston Martins Projected interest costs for 2023 alone currently stand at £130m. Aston Martin ended 2022 with a net debt of £892m which was only reduced to £833 by the end of quarter 3. 
Profitability ratio   
Revenue by market shows a strong presence in the UK, Americas, Rest of Europe, Middle East and Africa and Asia Pacific. However, for the first half of 2022 they had difficulty meeting high levels of demand for new cars and had had been hit by the wider supply chains shortage and the global shortage for semiconductors and logistics issues due to Brexit and importing parts to the UK. With 350 of Aston Martins SUV’s not making it to customers on time, costing the company 80 million. However despite the troubles, Aston Martin has secured further finance from Saudi Arabia’s public investment fund, which will help cover the costs of the companies debts which grew to 1.3 billion by June 2022.

actively trying to manage costs and increase efficiency (impact on margin %)

Liquidity Ratio
· Debt

Activity Ratio/ Leverage Ratio:
· Investors
· Cash flow
· Other sales regarding servicing and sport



Potential other aspects of the financial statements 
(2021 only)
· Front end:
Project Horizon –-> actively trying to manage costs and increase efficiency (impact on margin %)


· Their key risks: brand/reputational damage, liquidity, retaining talent, supply chain disruption 
· Interest rate risk: bilateral RCF (revolving credit facility) but interest variability was based on the BoE base rate – may be a consideration for 2023 and onwards due to uncertainty and variable interest rates 
· Entity is a going concern, have has intercompany guarantees, parental support and debt to fund working capital requirements (Can refer to gearing here)
· Manage Going concern concerns well and produce a prudent stress test forecast analysis 
· Primary statements: cash flow hedging to spread risk. 
· No grant income in 2021 (so careful when we talk about this above)
· Large interest payments, but predominantly intercompany – so no worries of breaching a financial covenant here
· Large R+D costs capitalized  (sports cars – so luxury good with high margin   link to ratios above) which shows willingness and strategy to grow 
· Most stock is Parts for resale or Finished Goods, as opposed to WIPp – better for working capital
· Large payables figure but predominantly intercompany so reduced supply chain and business risk here 
· RestructuringRestructuring during the 2021 year2021-year reduced headcount 
· 
· 
· 
[bookmark: _Toc127181579]Conclusion and highlighting your recommendations. 
As it stands Aston Martin is currently not profitable however the company has been making aI conceited effortconcerted effort into changing their its strategy and business model regarding our stocking levels and their sales targets. Aston Martin performed poorly in 2020, which was an extremely challenging year for the automotive industry. with a new CEO appointed, it seems that Aston Martins financial focus is to reduce their overheads and increase the sales, which was evident in the slightly improved by 2022 figures.with the new CEO appointed, 	Comment by Lauren Bhaduri: Why first person here? 

With Aston Martin bringing out multiple new cars, sales are growing and interest in the brand is getting greater. Aston Martin they also havehas a new the approach to target a widerlook at a customer base, With the SUV sales targeting wealthy women and developing a luxury sports car at a lower price point that they previously haven't focus on and creating a more affordable car, with Aston Martin stating that all new products will have profit margins of plus 40%. Aston Martin has projections of growth in the between 27% between 2020 and 2025, and reach wholesale volumes of 10,000 units by 2024 to 25 growing the revenue to £2BN and adjusting their EBITDA to £500m.	Comment by Lauren Bhaduri: Need to reword 


A growing concern is their issue with tackling their cash flow and supply issues, with the UK leaving the eu, it found longer lead times for parts to be imported, 
As Aston Martin havehas had a tumultuous five years, collaborating with them should be done so with cautiousn approached. with caution  Band based on the financial data it is showing steady progress and Aston Martins finances are more favourable, especially with the financial backing Lawrence Stroll and The Saudi Arabia investment fund. The recommendation on whether Aston Martin would be a good candidate for collaboration project, would be to wait until the 2024-25 financial year has finished, and to see ifthey have delivered on their projections.




[bookmark: _Toc127181580]Appendix An appendix showing the calculations of all ratios utilized
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[image: ]Figure 1 (Dheeraj Vaidya, 2022)
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Ratios Calculation Formulas

2020 year end 

£

 Ratio 

2021 year 

end £

 Ratio 

2022 9 

months (YTD)

Gross profit Gross profit/ Sales x 100 111.1 18        343.7 31        286

611.8 1095.3 857.20              

Operating Profit Operating LOSS/ Salesx100 -322.9 53 -       -76.5 7 -         148.40 -             

611.8 1095.3 857.20              

Net Profit MarginNet Loss/Sales x 100 -410.5 67 -       -189.3 17 -       -518

611.8 1095.3 857.20              

Return on AssetsNet income/ Assets x 100 -410.5 15 -       -189.3 7 -         -518

2794.8 2842.5 3394

Return on Equitynet income/ Shareholders equity -258.5 0.32 -   -189.3 0.29 -   -518

804.10 660.40 785.00

Current Ratio Current Assets/ Current Liabilities 889.5 1.10    867.9 0.96    1416


Microsoft_Excel_Worksheet.xlsx
Sheet1

		Ratios		Calculation Formulas		2020 year end £		Ratio		2021 year end £		Ratio		2022 9 months (YTD)		2022 year end pro-rated		Ratio						Ratio		Difference		Actual figures 2022 (Q3)



		Gross profit

tc={F5D8B804-904C-43EC-AF55-302512C09BA3}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Assume we're saying GP margin right?		Gross profit/ Sales x 100		111.1		18		343.7		31		286		381.33		33						343.7/1095.3x100								*Adjusted to £M

						611.8				1095.3				857.20		1,142.93



		Operating Profit

tc={EF85FDB1-9F3E-42E3-B68F-4AA7AC6C1368}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Same here OP margin?		Operating LOSS/ Salesx100		-322.9		-   53		-76.5		-   7		-   148.40

tc={1FE1A21D-7F11-4472-B00F-095727FCC073}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Op loss due partly to accelerated depreciation and amortisation		-   197.87		-   17						677.3/1095.3 x100

						611.8				1095.3				857.20		1,142.93



		Net Profit Margin		Net Loss/Sales x 100		-410.5		-   67		-189.3		-   17		-518		-   690.67		-   60						268.2/1095 x 100

						611.8				1095.3				857.20		1,142.93



		Return on Assets		Net income/ Assets x 100		-410.5		-   15		-189.3		-   7		-518		-   690.67		-   20						268.2/905.2 x100

						2794.8				2842.5				3394



		Return on Equity		net income/ Shareholders equity		-258.5		-   0.32		-189.3		-   0.29		-518		-   690.67		-   88						268.2/660.4

						804.10				660.40				785.00		1,046.67



		Current Ratio		Current Assets/ Current Liabilities		889.5		1.10		867.9		0.96		1416				1.31						2842.5/905.2

						808.3				905.2				1082



		Quick ratio/ Acid Test		Current Assets, less stock/ Current Liabilities		682.1		1.00		671.1		1.00						ERROR:#DIV/0!						2842.5/905.2

						808.3				905.2



		DSO		Accounts recievable (IE debtors)/ Average revenue per day		177.9		106		243.5		81						ERROR:#DIV/0!						2182.1/3.00082192

						1.6761643836				3.0008219178



		Inventory Turn over		Cost of goods sold/ Average inventory		-500.7		-   2		-751.9		ERROR:#VALUE!						-98/112,246.8						766/19.7

						300.5				??





		DPO		Accounts Payable (IE Creditiors)/ Average COGS Per Day		578.9		703		721		2,685						ERROR:#DIV/0!						219.1/2.09863014

						0.8232876712				0.2684931507





		Debt/ equity ratio		long term debt/ stock holders equity x 100		113.5		14		114.3		17						759.7/804.1 x 100						891.6/6.6 x100

						804.10				660.4



		interest coverage		EBITDA/ Intrest charge x 100

tc={D2D562A9-D533-4B6A-9BE0-2F5A52C847E9}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    earnings before interest, taxes, depreciation, and amortization
Reply:
    havent calced this		-178.1		97		123.5		-   71		79.8		106.40		ERROR:#DIV/0!						137.9/4.1 x 100

						-183.1				-173.7



		Earnings per Ordinary share		Net income/ number of shares				543.00				165.90						156.10						268.2/115.5





		Dividend cover		EPS/Dividend per share x 100				ERROR:#DIV/0!		165.90		2,514						543.0/6.6 x100						4.8/200.8 x100

										6.6



		Price Per earnings		Market value per share/ EPS				0.10/543.0				0.10/543.0						0.10/543.0						 0.100000000/ 4.8 x 100

		Dividend yield ratio		dividend per share/EPS x 100				6.6/543x100				6.6/543x100						6.6/543x100						6.6/4.8 x 100

		Average revenue per day		Annual revenue/365				- 0		1095.3		3						- 0						1095.3/365





		Average cogs per day

tc={C25215DC-1FFA-482E-8684-9F74C06D332A}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Cost of goods sold		

tc={EF85FDB1-9F3E-42E3-B68F-4AA7AC6C1368}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Same here OP margin?		

tc={D2D562A9-D533-4B6A-9BE0-2F5A52C847E9}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    earnings before interest, taxes, depreciation, and amortization
Reply:
    havent calced this										

tc={1FE1A21D-7F11-4472-B00F-095727FCC073}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    Op loss due partly to accelerated depreciation and amortisation		Cogs/365				-   0		-751.9		-   0						-   0						2.09863014/365







Assume we're saying GP margin right?



Same here OP margin?



Op loss due partly to accelerated depreciation and amortisation



earnings before interest, taxes, depreciation, and amortization



havent calced this



Cost of goods sold
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