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Business Overview
McDonald's Corporation is a globally operating company that publishes audited annual accounts and has a stable multi-year history of reporting results, making it a suitable firm for ratio analysis. Ratio analysis is an effective way to convert raw accounting figures into various forms of financial performance, including profitability, liquidity, efficiency and financial risk, which help readers analyse how well the business has performed (Hassan, 2018; Rashid, 2021; Olayinka, 2022). The analysis will use McDonald’s annual reports for 2024 and 2023 as the primary source of financial statement information. Additionally, McDonald’s 2025 10-K contains 2024 and 2023 figures as well as the prior year (2023) and prior to (2022) year comparative information. According to McDonald’s, the revenue from operations was equal to $25,920 million during 2024 as compared with $25,494 million during 2023; the operating profit was $11,712 million and $11,647 million, respectively; and the net profit was $8,223 million and $8,469 million, respectively. In addition, McDonald’s total assets were $55,182 million and $56,147 million in 2024 and 2023, respectively; while current assets were $4,599 million and $7,986 million, respectively; and current liabilities were equal to $3,861 million and $6,859 million in 2024 and 2023, respectively.





Ratio Calculation
Operating profit margin
Formula = Operating Profit/Revenue × 100
2024: 11,712/25,920 × 100 = 45.2%
2023: 11,647/25,494 × 100 = 45.7%
Net profit margin
Formula = Net Profit/Revenue × 100
2024: 8,223/25,920 × 100 = 31.7%
2023: 8,469/25,494 × 100 = 33.2%
Return on assets 
In 2024, ROA was calculated to be 14.9%.
8,223/55,182 x 100 = 14.9%
In 2023, ROA was calculated to be 15.1%.
8,469/56,147 x 100 = 15.1%
Current ratio 
In 2024, the current ratio is calculated to be 1.19:1.
4,599/3,861= 1.19:1
In 2023, current ratio equals 1.16:1.
7,986/6,859 =1.16 

Asset turnover 
The asset turnover ratio for the years ending 2024 and 2023 was calculated as follows: 
25,920/55,182 = 0.47:1 (2024) 
25,494/56,147 = 0.45:1 (2023)
Interest coverage ratio 
The interest coverage ratio for the years ending 2024 and 2023 was calculated as follows: 
11,712/1,506 = 7.78 (2024) 
11,647/1,361= 8.56 (2023)
Free cash flow conversion percentages reported by the management of McDonald’s for the years ending 2024 and 2023 were 81% and 86%, respectively.
Overall, it is evident from using the above ratios that McDonald’s Company remains quite profitable for the year ending December 31, 2024, yet demonstrates some decline in profitability compared to 12/31/2023 results. For instance, operating and net profit margins declined from 45.7% to 45.2% and from 33.2% to 31.7%, respectively. Consequently, although total revenue increased, there was a corresponding decrease in profit as a percentage of revenue. In addition, the ROA declined from 15.1% to 14.9%, suggesting that there was a comparable decline in profits generated from total assets owned by McDonald’s for the year ending December 31, 2024. Based on changes that occurred and ratio analysis techniques, it may be concluded that ratio analysis provides valuable information about both growth and changes related to the quality of earnings and efficiency of an organisation (Hasidi et al., 2024; Rashid, 2021).
The current ratio improved slightly from 1.16 to 1.19 during the period ending December 31, 2024, indicating that in the short term, McDonald's has matched up to its short-term liabilities with short-term assets, but compared to less levered companies, they still have a relatively low amount of liquidity. This, however, is not attributed to an increase in Cash and Equivalents. Cash and Equivalents dropped dramatically (down from $4.6 in 2023 to $1.1 in 2024), but a decrease in Current Liabilities was much greater and occurred due to large reductions in short-term borrowings and Current Maturity on LTC reduced from $2.2B to 0 at December 2024 using the balance sheet format.
Efficiency was more mixed. The Asset Turnover increased slightly from 0.45 to 0.47 for McDonald’s in 2024, suggesting that the company used its assets somewhat more efficiently to create revenue in 2024. This could be a by-product of the continued expansion of the company's restaurants and the franchise-based business model, which results in generating strong revenue as a percentage of owned operating assets (Zhang, Jiang, and Zhao, 2022; Shahid et al., 2014). Additionally, despite the increased cash flows from operations, the Company experienced a weakening in interest coverage from 8.56 to 7.78, reflecting increased cost of financing, which would have reduced the company’s ability to cover interest payments. The implications of increasing debt costs can have an impact on continued future profitability and overall resiliency of the Company (Tang et al., 2020).

Factors affecting McDonald's performance
Comparatively, McDonald's performed worse in 2024 based on margin compression due to relatively low sales growth and pressure on their profitability and working capital. The Company announced that Global Comps declined by 0.1% in 2024 after strong sales momentum was established in 2023. The annual report for 2025 describes how the Company's 2024 performance was impacted by poor product sales in portions of the International Development Licensed Markets segment, mainly out of France, where similar results can be seen, but also by negative comparable sales from China as well! Furthermore, the impacts of the ongoing War in the Middle Eastern region have continued to affect the company's financial results in International Development licensed markets. It was also reported that the company had incurred restructuring charges and losses related to the sale of its South Korean business and the acquisition of the Israeli operation.
In contrast, the company had a very solid recovery year in 2023 with an increase in operating income of 24% from the prior year, an increase in net income of 37% from the prior year, and an increase in cash provided by operations of 30%. This overall improvement in 2023 can be directly attributed to improvements in sales-driven franchise margin and operating performance, with the help of an even higher level of positive comps generated in 2023, in addition to increased free cash flow.
Research has helped to understand why shifts in a company's operational results a good indicator of a company’s future operating performance. Strong cash generation produces strong operating performance, as cash generated from operations can be used in a company's reinvestment strategy, used to pay debt service and for providing returns to owners of stock (Laghari, Ahmed & López García, 2023)Free cash flow for McDonald’s from 2023 to 2024 declined from $7.3 billion to $6.7 billion, respectively, and the free cash flow conversion declined from 86% to 81% for the same time period; hence the belief that a weaker cash conversion contributed to the relatively softer financial results. In addition, marketing, customer satisfaction, and business model strength comprise the core factors for McDonald’s success. Therefore, slower guest counts and softer consumer demand can all lead to quick downward pressure on margins and earnings (Rumagit et al., 2022; Qiu, 2022; An, 2024).
Financial Improvement and Sustainability Recommendations
To restore comparable sales growth levels, a focus on developing value-led marketing initiatives, innovating products on the menu, and creating a more personalised digital commerce environment should be the priorities for McDonald’s. Some research supports the continued belief that the strength of the McDonald’s brand, customer satisfaction with the service levels, and the company’s ability to deliver high-quality marketing capabilities are key contributors to their ability to achieve long-term competitive success (Chea, 2023; Rumagit et al., 2022; An, 2024).
To improve cash conversion efficiencies, McDonald’s should focus on controlling capital expenditures and closely monitoring working capital growth. The increase in capital expenditures from $2.4 billion in 2023 to $2.8 billion in 2024 resulted in an overall decrease in the free cash flow for 2024. Therefore, companies that have adopted improved cash flow management practices often report stronger performance and resilience in their overall business activities (Laghari et al., 2023).
Along with their focus on operating efficiencies and improved cash conversion processes, McDonald’s should invest in improving their ability to monitor their overall borrowing costs and debt exposures. There was a significant increase in the interest cost from $1,361 million in 2023 to $1,506 million in 2024, and the company’s interest coverage ratio demonstrates a weakening position. By ensuring that refinancing risk is minimised and prioritising the efficient allocation of capital, McDonald’s will be better equipped to achieve profit improvements in the future (Loughran, 2026).
As part of their overall sustainability strategy, McDonald’s should continue to invest in areas such as carbon accounting, energy saving initiatives, packaging reduction initiatives, and sustainable sourcing initiatives. Trends in sustainability reporting and carbon accountability are increasingly tied to long-term value creation and risk mitigation (Onat et al., 2025). McDonald’s has established framing environmental sustainability efforts as a long-term value creation driver in its annual reporting, thus enhancing their brand and business efficiency through stronger execution, which will continue to enhance these advantages and provide further investment return on capital.
Conclusion
The overall financial ratios demonstrate that McDonald’s retained their financial strong position during 2024; however, their overall performance in 2024 slightly decreased from 2023. McDonald’s profitability ratios ran comparatively lower, the company’s interest coverage ratio weakened, and the company’s free cash flow conversion decreased; liquidity and asset efficiency slightly improved. The primary takeaway of the ratio analysis of McDonald’s financial statements demonstrates that McDonald’s has sustained itself and has not seen an overall decline; the company continues to have the opportunity to turn from a relatively strong company during 2023 to a managing for cash flow driven company during 2024 as a result of slower comparable sales, weaker international market conditions, costs associated with their restructuring, and increased capital investments. Overall, ratio analysis converts financial statements into specific, quantifiable criteria regarding profitability, liquidity, efficiency, and risk and demonstrates that the ratio analysis process continues to be a useful analytical approach to assessing business performance and aiding financial decision making (Rashid, 2021; Olayinka, 2022; Abdusalomova, 2026).
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