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Introduction
This analysis focuses on the financial performance of the McDonald’s Corporation during both the 2023 and 2024 fiscal years by employing a ratio analysis. Ratio analysis is a critical component of financial statement analysis provided to evaluate a company's profitability, liquidity, efficiency and solvency. This report looks to measure the calculated ratios from both years and comments on trends in the performance of McDonald’s and possible reasons for these changes in the future. In addition, recommendations are given on how to improve the company from a financial perspective, sustainability perspective into the future. Academic literature and the company’s financial reports that can be accessed publicly, have been used to support information discussed in the report (Brigham & Houston, 2022; Wild, Subramanyam, & Halsey, 2014).
Overview of McDonald’s Corporation
McDonald's Corporation is one of the largest fast-food companies in the world operating in over 100 countries in more than 40,000 locations around the world. The company’s business model is based on a combination of company-operated restaurants mixed with franchised locations. In FY 2023, McDonald's reported revenue of just over USD 25.5 million which posted a slight increase of just over USD 25.76 million in FY 2024. Although the revenue increase in 2024 was modest, other signs of financial stability have varied. As well as revenue in previous fiscal years, financials in the balance sheet will also be included as part of the analysis. Financial reports will have been taken from the company’s annual + quarterly reports to complete this analysis (McDonald's Corporation 2024a; 2024b).



Overview of Financial Statements
The primary financial ratios that will be analysed are summarized in the table below: 
	Metric
	2023
	2024

	Revenue
	USD 25.5 billion
	USD 25.76 billion

	Net Income
	USD 6.18 billion
	USD 6.3 billion

	Total Assets
	USD 40.6 billion
	USD 44.8 billion

	Total Liabilities
	USD 36.2 billion
	USD 40.5 billion

	Shareholder Equity
	USD 4.4 billion
	USD 4.3 billion

	Current Assets
	USD 5.2 billion
	USD 5.1 billion

	Current Liabilities
	USD 5.3 billion
	USD 5.35 billion



The above data will be utilised to conduct the ratio analysis in this report and were estimated using publicly available financial information from McDonald’s reports (McDonald’s Corporation, 2024a; 2024b).
Ratio Analysis and Comparison
The report employs four key ratios to assess McDonald’s performance over the two-year period under examination, the current ratio, the net profit margin, the return on assets (ROA) and the debt-to-equity ratio.
1. Liquidity Analysis: 
Current Ratio: The current ratio assesses a company's ability to settle its short-term liabilities with its short-term assets. The formula can be described as follows: 
Current Ratio = Current Assets /Current Liabilities
For 2023 the calculation is reported as:
5.2 billion/5.3 billion= 0.98 
For 2024 the current ratio can be calculated as follows:   
5.1 billion/5.35 billion=0.95  
The current ratio indicates a reduction in willingness to pay for short term obligations year over year, from 2023 to 2024. According to Brigham and Houston (2022), if a firm's current ratio is less than 1, it may struggle to pay short-term liabilities without external financing.
2. Profitability Analysis
Net Profit Margin: The net profit margin represents the percentage of sales that counts as profit after all expenses are deducted and is calculated as follows:
Net Profit Margin=Net IncomeRevenue×100
For 2023, net profit margin is calculated as:
25.5 billion/6.18 billion​ ×100=24.24%
For 2024, net profit margin is calculated as:
6.3 billion/25.76 billion×100=24.47%
The analysis supports a small increase in net profit margin for 2024. Even though their revenue per this measure did not change much year over year, controlling costs and managing expenses slightly increased profitability. Efficiency improvements in operations can sometimes produce more profit margin growth with little revenue growth (Wild et al., 2014).
3. Efficiency Analysis: 
Return on Assets (ROA):  Return on Assets (ROA) indicates how effectively a company is using its assets to create profit. This formula for the following calculations is: 
ROA = Net Income /Total Assets× 100
In 2023 ROA is calculated: 
6.18 billion/ 40.6 billion × 100 = 15.23% 
In 2024 ROA is calculated:
6.3 billion /44.8 billion × 100 = 14.06%. 
With ROA dropping from 15.23% to 14.06%, it indicates that McDonald's was slightly less effective in its 2024 utilisation of total assets for profit than in the previous year. Lower ROA could be due to increased operational expenses or total assets growing without the same proportions in net income (Penman, 2013).
4. Solvency Analysis: 
Debt-to-Equity Ratio: The debt-to-equity ratio would signal how much a company finances its operations with loans versus funds owned. The formula here is: 
Debt-to-Equity Ratio = Total Liabilities/ Shareholder Equity
In 2023 the calculation is: 
36.2 billion /4.4 billion = 8.23 
In 2024 the calculation is: 
40.5 billion /4.3 billion =9.42. 
With debt-to-equity ratio increasing from 8.23 to 9.42, it indicates that in 2024, McDonald's had increased debt financing compared to 2023. More increasing dependency on debt financing creates risk when uncertainty in the economy is considered (Atrill & McLaney, 2020).


Factors Behind Year-to-Year Performance  
The ratio analysis supports various factors that accounted for change in the company performance differences between 2023 and 2024. 
· Slowed Revenue Growth: In 2023 revenue growth was quite good at just about 10%. However, revenue growth dropped sharply to around 1% in 2024. This slowed growth may have been due to some hesitation in spending from the consumer caused by macroeconomic pressures particularly related to inflation and rising cost of living factors. Given the consumers are more conscious of their spending, the fast-service restaurant industry may also produce lower normalised growth even with stable customers' influx (McDonald's Corporation, 2024a; 2024b).  
· Impact from Health and Safety Incident: The other reason for the company's performance during 2024 was due to a health incident. Incidences related to E. coli were observed by a few to several food suppliers to McDonald's late in 2023, meaning consumers perceived a drop in goodwill with the company's health and safety record, and the health incident contributed to a decline in sales indicate in the U.S. store operations, mostly (Wall Street Journal, 2024). Incidents of this nature and type can have short-term damaging implications for consumer trust and the impact on performance demonstrates and can influence broader systemic revenue performance impact.  
· Operating Cost Pressure: Moreover, it seemed that for operating costs, more notably with respect to labour costs and food inputs costs, that operating costs were expanded upward, influencing financial ratios. Management maintained a steady net income margin but appeared to be less efficient in utilising the expanded base of assets to produce profits, as shown with the expense of utilising assets in the return on assets indicates a degrading position. 
· Increase Leverage: The substantial increase in debt and equity from 2023 to 2024 also suggests that equity was utilised more levered within the capital stack in debt financing. While debt can be a viable source of expansion and growth, over-extending, can increase interest expense and overall financial risk, particularly in an economic downturn (Atrill & McLaney, 2020).
Recommendations for Financial and Sustainable Improvement
Based on the ratio analysis and performance factors identified, several recommendations for improving McDonalds financial performance and sustainable improvement are proposed.
· Improve Liquidity Management: The company should take steps to improve the current ratio by increasing current assets or decreasing current liabilities, by improving its inventory management practices, and perhaps collect receivables more efficiently. This would provide improved levels of liquidity to McDonalds, thereby positioning the company in a better position to meet its short-term obligations and reduce the risk of financial distress (Brigham & Houston, 2022).
· Expand Product Offerings: In response to the development of slower revenue growth, McDonald's may want to expand its menu items, for example, by offering health-focused and sustainable food choices. Both innovations, such as plant-based meals, address changing consumer preferences and position the company within the sustainability realm (Harvard Business Review, 2021).
· Improve Capital Structure: Considering the increase in the debt-to-equity ratio, the company should consider its capital structure. Reducing debt capacity, alternatives and methods such as equity financing or structured debt pay-downs should be explored as avenues to reduce exposure to overall financial risk (Lev, 1969).
· Invest in Technology and Supply Chain Risk Management: Investing in technology, such as sophisticated Point of Sale systems and supply chain monitoring, can streamline process busy tasks and improve costs. Additionally, higher quality controls in the supply chain can reduce the potential for health and safety issues, protecting the brand. The effective management of risk means healthier financial performance (Altman, 1968).
· Build Operational Efficiency: To address the slight deterioration in return on assets, McDonald’s should look to improve operational efficiency through automation in restaurant operations or better resource management so that increased asset bases can better return on increased investments (Penman, 2013).
Conclusion 
Overall, the financial ratios analysis of McDonald’s Corporation will provide transaction performance over 2023 and 2024 to highlight company performance. The analysis has suggested the company is stable in terms of profitability and has improved slightly in net profit margin, however, the company is vulnerable to liquidity and asset efficiency with a declining current ratio and return on assets. Added debt financing also creates vulnerability as shown with the increase in the debt-to-equity ratio as the economy is unstable. There were slow revenue growth rates, operational cost pressures, and the potential fallout from the adverse health event that affects the analysis. In some combination, improved liquidity management, product dispersion, increased capital management, risk management, and operational efficiency will help provide opportunity for stability for McDonald’s, allowing them to create long-term sustainability. 
Overall, the ratio analysis effort was effective for analysing the financial analysis of McDonald’s. Financial ratios offer the means of simplifying increasingly complicated financial statements that occur and provide a more succinct measure that implies more meaning by adding context for the user. Consequently, it was easier to develop understanding of the company strengths and weaknesses. This welcomed the opportunity to improve the company's internal strategic capacities and to align with strategic planning opportunities for the capability to continue performing for long-term competitive market opportunities.
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