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[bookmark: _Toc131573412]Part a) Introduction
If you were to conduct a survey to determine which shoe brand people like, Nike would undoubtedly rank high. Its slogan, "JUST DO IT," and its "swoosh" emblem are recognized over the world. That Nike is worth over $130 billion on the stock market is not surprising. By mass-producing high-quality athletic gear at affordable prices, Nike quickly rose to the top of the sportswear sector and ultimately dominated the market. There's a wide variety of controversial advertising, hard-to-find Nike Air Jordans, and time-sensitive deals to be had. In the past, people often referred to Nike as "Blue Ribbon Sports" (BRS). The group was founded in large part by field coach Bill Bowerman and one of his pupils, Phil Knight. In the 1920s, when they required more details on a reputable camera manufacturer, they looked to Japan instead of the United States. They discovered, while surveying the global market, that the United States was no longer keen on the unequaled German cameras and instead preferred the Japanese models. As they took a quick look around the world, they saw this. He was interested in comparing the quality of Japanese footwear to that of the most current products from American shoemakers Adidas and Puma. Realizing he could not avoid Japan indefinitely, he traveled back to the country in 1962. He posed as a wayward wanderer, but his real intent was clearly exploration. He saw a shoe shop as dawn was breaking, and it instantly caught his eye. In 1996, the duo launched their first retail location to sell their shoe collection. It was in 1978 when Blue Ribbon Sports formally changed their name to NIKE. Throughout time, the company began opening offices in a growing number of other nations (Nike (NKE),2021). The company now has over 650 outlets in more than 40 countries. They had an impact that people all across the globe are feeling even today. Professional athletes like Michael Jordan, LeBron James, and Cristiano Ronaldo sometimes double as marketing advocates for the companies they represent. Many sizable firms aid the bottom line of the corporation. The staggering $33 billion market capitalization of the corporation is a direct outcome of their efforts. Nike is able to stand out from the crowd in the footwear industry because its products are of such high quality and include innovative designs. This view simplifies the issue much too much. Take a look at this picture to get an idea of how far NIKE has come (MEYER, 2019). Michael Jordan, then a relatively unknown player, contacted Adidas in 1984 about becoming an athlete sponsor for his upcoming National Basketball Association (NBA) rookie season (NBA). In a short amount of time following its introduction, Nike's running shoes and equipment were practically universally preferred among distance runners. Nike's interest in sponsoring him grew as word of his skills spread, and the company eventually offered him a contract that was far more profitable than anything he could have negotiated with competitors like Adidas(Smith) (n.d.). Michael Jordan's extraordinary intelligence allowed him to become the game's all-time great. Through his business deal with Nike alone, he had profited close to a billion dollars. The catchphrase "JUST DO IT" was first used in 1988. Nike's "Just Do It" ad campaign was so successful that it almost tripled the company's share of the North American market for athletic footwear. For this reason alone, Nike's "Just Do It" ad campaign deserves to be considered one of the most successful in advertising history. The logo and the message seem to have been designed with care; they are both clean and simple. Beginning with the 2017–18 NBA season, Nike will have an official partnership with the NBA for a total of eight seasons. By this partnership, the world's most recognizable apparel brand, Nike, will get access to the NBA's rapidly growing international fan base (Nike, n.d.).
[bookmark: _Toc131573413]Part b)
[bookmark: _Toc131573414]Calculation of key financial ratios for the past 5 years
The relative value of a company's assets and liabilities may be better understood with the use of ratio analysis. The company's bookkeeping and accounting records should include these information (such as the balance sheet, P&L, and cash flowstatement). The future of a company may be predicted by analyzing its past, current, and projected financial state. The determination of a company's health, such as whether the business is thriving, stable, or failing, may require some degree of educated guesswork (Chron Contributor, 2020).
[bookmark: _Toc131573415]LIQUIDITY RATIO:
Having quick access to large quantities of money might prove to be crucial in the near future. Its financial health is good if its present short-term assets are worth more than its existing short-term obligations, such as trade payables, short-term borrowings, creditors, and the like. In addition, it shows whether or not the firm has sufficient funds to continue operating. With this ratio in mind, shareholders and long-term creditors may make well-informed decisions on dividend and interest payments. The following three ratios are used in particular for this liquidity assessment: (Indeed Editorial Team, 2021).
	LIQUIDITY RATIOS
	2017 - Nike
	2018 - Nike
	2019 - Nike
	2020 - Nike
	2021 - Nike
	2022 - Nike
	2017 - Adidas
	2018 - Adidas
	2019 - Adidas
	2020 - Adidas
	2021 - Adidas
	2022 - Adidas

	CURRENT RATIO
	2.93
	2.50
	2.10
	82.48
	2.71
	2.80
	2.50
	2.10
	82.48
	2.71
	2.80
	2.79

	ACID OR QUICK RATIO
	2.238
	1.802
	1.533
	1.473
	2.009
	11.99
	1.802
	1.533
	1.473
	2.009
	11.99
	0.76

	CASH RATIO
	0.695
	0.703
	0.567
	1.007
	1.022
	0.76
	0.703
	0.567
	1.007
	1
	0.79
	0.80



[bookmark: _Toc131573416]CURRENT RATIO
The current ratio, derived from the balance sheet, is often used as a proxy for a company's liquidity and profitability. It is important to include any outstanding debts or expenses in the overall assets while doing so. A 2:1 ratio is not only ideal for this purpose, but also faultless in and of itself. If the current ratio is more than 2, more debt exists than there is cash on hand. Even if there is plenty of money in the company's coffers, this situation persists. Inactive savings and checking accounts are subject to the same fate. In the case that a business has an inventory turnover ratio of less than one, it may face financial difficulties. Neither an exceptionally high nor a very low currentratio is desirable.
[bookmark: _Toc131573417]QUICK RATIO
The fast ratio, often known as the "acid test ratio," is a metric used to bridge the gap between a company's current resources and its long-term obligations. It's a way to calculate how much of a buffer you need to weather financial storms. The ratio may also be used to assess a company's ability to meet its immediate financial commitments. The best possible ratio is one to one. Companies with a high current ratio have sufficient liquid assets to meet their immediate liabilities. If the amount is insufficient, payments toward debts will be put on hold until the company can strengthen its financial position.
[bookmark: _Toc131573418]CASH RATIO
The cash ratio measures a company's cash on hand in relation to its current short-term debt. This is because the company's ability to meet its immediate financial commitments is an extremely important factor to consider. A ratio of 0.5:1 is suggested. Companies with a higher ratio of cash on hand to total debt are more likely to be able to meet their financial commitments. If the ratio is below the target range, it indicates that the company does not have enough cash on hand to meet its current financial obligations (Barnes, 2006).
[bookmark: _Toc131573419]Gearing or Leverage ratios:
A statement of the debt in proportion to the total assets.
	GEARING OR LEVERAGE RATIOS
	2017 - Adidas
	2018 - Adidas
	2019 - Adidas
	2020 - Adidas
	2021 - Adidas
	2022 - Adidas
	2017 - Nike
	2018 - Nike
	2019 - Nike
	2020 - Nike
	2021 - Nike
	2022 - Nike

	DEBT TO EQUITY
	0.280
	0.354
	0.383
	1.168
	0.737
	0.680
	0.218
	0.261
	0.277
	0.538
	0.424
	0.404

	DEBT TO CAPITAL
	0.214
	0.250
	0.266
	0.363
	0.319
	0.312
	0.190
	0.206
	0.214
	0.334
	0.276
	0.263



[bookmark: _Toc131573420]DEBT TO EQUITY RATIO
Considering the needs of both internal and external stakeholders is critical when analyzing a company's financial statement. With the help of this report, shareholders may judge how the company's debt level affects its liquidity. More than a one-third disparity between gold and silver is undesirable. As a result, there is one loan for every two outstanding shares, or a debt ratio of 1:1. A debt-to-equity ratio of less than two and a manageable number of unsecured creditors are hallmarks of a financially stable organization. Lenders have less risk of losing their investment. Instability in the financial condition is indicated by the presence of a large number of long-term creditors in comparison to short-term creditors, a lack of lender safety, and a debt-to-equity ratio of more than two (Aggarwal, 2021).
[bookmark: _Toc131573421]DEBT TO CAPITAL RATIO
When deciding whether or not to invest in the company, you may want to give this ratio some attention. Just dividing a company's total loans and liabilities by its total assets and equity yields the debt to equity ratio. When analyzing thesecurity of an investment in a given firm, a ratio with a lower value signifies a fewer risk,while a ratio with a bigger value indicates a greater risk.
[bookmark: _Toc131573422]PROFITABILITY RATIOS:
These ratios may be useful in gauging the financial stability of a business. A company's financial health may be gauged in part by its profit margin. The owner's financial health may be gauged by whether or not they can afford an expense of this kind (Team, 2021).
	PROFITABILITY RATIOS
	2017 - Adidas
	2018 - Adidas
	2019 - Adidas
	2020 - Adidas
	2021 - Adidas
	2022 - Adidas
	2017 - Nike
	2018 - Nike
	2019 - Nike
	2020 - Nike
	2021 - Nike
	2022 - Nike

	GROSS MARGIN
	0.804
	0.780
	0.807
	0.767
	0.812
	0.820
	0.435
	0.436
	0.436
	0.440
	0.442
	0.447

	OPERATING MARGIN
	0.138
	0.122
	0.122
	0.083
	0.156
	0.069
	0.105
	0.108
	0.108
	0.120
	0.136
	0.138

	NET PROFIT MARGIN
	0.022
	0.009
	0.019
	0.012
	0.023
	0.007
	0.125
	0.119
	0.108
	0.087
	0.123
	0.141

	RETURN ON CAPITAL
	0.270
	0.262
	0.302
	0.122
	0.237
	0.107
	0.219
	0.223
	0.240
	0.105
	0.227
	0.201

	RETURN ON EQUITY
	0.222
	0.094
	0.186
	0.119
	0.233
	0.253
	0.287
	0.308
	0.322
	0.266
	0.325
	0.394



[bookmark: _Toc131573423]Return on Equity:
Revenue is the sum of money left over after paying for all of a company's operating costs. Keep in mind that the total number of contributions includes both established groups and solo artists. In addition, the sums they put into the business will be split down. A high ratio is an indication of a successful business. As of 2021, Adidas will be able to boast a higher ROI than Nike. Throughout the prior five years, Nike's return on equity (ROE) began off well but has subsequently declined because to the COVID-19 scenario. Return on equity is another term for return on investment. The year 2021 has come and gone, and they're back to being who they always were (Adidas Annual Report,n.d.). When a firm is successful, it may reinvest its profits to further grow. At the very least, we'd want to see a 15 percent ROI. If a company's return on equity is 15% or more, it may be considered successful. It is achievable for a firm to achieve a high rate of return on equity if the owner invests his or her own money and has few urgent financial commitments. Divide the yearly net income by the totalshareholder equity to determine the rate of return. A company's health may be gauged by looking at its return on equity, and this return can be dissected to reveal the advantages and disadvantages of the business. Return on investment (ROI) measures the amount of money made by a business in relation to the amount of money invested by shareholders. Investors generally use high rates of return as a standard when evaluating the performance of their investments. If you look at the data, you'll see that Adidas offers more bang for your buck than Nike, its main competitor. Despite Adidas having more revenue per client, Nike has a higher return on capital utilized. The future of a corporation may be predicted by examining its rate of return on capital employed (ROCE) through time. Companies with high ROCE that have been steadily growing their returns on invested capital are more attractive to investors than those with low ROCE that may eventually drop. In the 2020-21 fiscal year, Nike is projected to have a ROCE of 0.237%, while Adidas is predicted to get a ROCE of 0.107%. A high ratio is a sign of a successful company (HAYES, 2021).
[bookmark: _Toc131573424]GROSS PROFIT MARGIN
A company's "gross profit margin" is its net profit after subtracting all expenses. Determine how much cash remains after all of a company's current expenses have been paid. NIKE has a substantially larger gross profit margin, even though ADIDAS has a higher net profit margin. The company's gross margin changed because of all its efforts. The year 2017 had an all-time high of 0.804, and since then it has fluctuated between higher and lower values. In 2021, NIKE's gross profit margin will be larger than Adidas'. There have been several shifts over the last five years, with 2021 displaying the most noteworthy development (Beaver, 2020). This ratio indicates a company's ability to satisfy its short-term financial obligations when it is high. The opposite is true when this percentage is low. This ratio, which reveals information about the firm's financial health, may be used to determine the company's value. Your company's success may be evaluated by comparing its ratio to that of similar businesses and the sector as a whole (Beaver,2020). According to the data, Nike's gross profit margin will be greater than ADIDAS' in 2021.
[bookmark: _Toc131573425]OPERATING PROFIT MARGIN
The term "operational profit margin" is used to refer to the amount of revenue that remains after all operating expenses have been deducted. Before deducting for things like amortization, interest, and taxes, "operating income" is the same thing as "net profit." This ratio is useful in two primary contexts. Because of its malleability, the corporation may be compared to enterprises in almost any industry. There is a worrying resemblance between the commercial practices of the pharmaceutical sector and the telecoms industry. The information may also be compared to those of similar firms in the market. The ratio might help the firm determine the cause of the sales decline. Executives are often heavily involved in the allocation of financial resources, including the construction of new buildings, the acquisition of cutting-edge equipment, and the establishment of employee pay rates. The operational profit margin is the most informative indicator when assessing a company's management efficiency in relation to other metrics like the gross profit margin and the net profit margin (Fioravanti, 2020). After the year 2020, Nike should expect a considerable decline in operational profit due to the widespread COVID-19 outbreak. ADIDAS's operating net profit ratio improved in 2021 from the previous year's 6.89 percent.
[bookmark: _Toc131573426]NET PROFIT MARGIN
The NetProfit Margin is the amount of net profit as a percentage of total sales. The financial health of a business may be accurately determined by using this ratio. The bottom line, or net profit, is the only metric that should be shared with current investors and others who may be interested in investing in the future. This would directly cause Nike's net profit margin to surpass that of ADIDAS by 2021. The P/F ratio for Nike is expected to rise from 0.22 in 2017 to 0.233 in 2021. In 2021, Adidas only had 0.07% of the market share.
[bookmark: _Toc131573427]EFFICIENCY RATIOS
Examining Nike’s efficiency ratio is one way to gauge the efficacy of its activities. In addition, it evaluates the income and costs of a firm to estimate its profitability. Companies have widely varying standards. Those in a similar line of employment to the business stand to gain the most.
	Year
	Adidas Asset Turnover
	Nike Asset Turnover
	Adidas Fixed Asset Turnover
	Nike Fixed Asset Turnover

	2017
	0.818
	0.907
	4.774
	4.589

	2018
	0.907
	0.912
	4.589
	4.564

	2019
	0.912
	0.675
	4.564
	4.435

	2020
	0.675
	0.651
	4.435
	5.011

	2021
	0.651
	0.959
	4.400
	4.366



[bookmark: _Toc131573428]ASSET TURNOVER RATIO	
The asset turnover ratio shows how many items or services are sold relative to the total amount of assets. This ratio might help you figure out whether a firm has the means to generate a profit from its overall assets. A high ratio is indicative of efficient use of resources by the organization, which bodes well for future profit expansion. How quickly and easily a company can turn its assets into usable cash is measured by this ratio. Nike's asset turnover rate was erratic and difficult to forecast. Both 2017's (0.818) and 2021's (0.658) asset turnover rates were below those of Adidas (1.018). Adidas clearly has a better handle on their resources than Nike does.
[bookmark: _Toc131573429]FIXED ASSET TURNOVER RATIO
Annual sales are divided by the total fair market value of fixed assets to arrive at the turnover of such assets. For the sake of this debate, "Total fixed assets" implies "Plant, Property, and Equipment." It details the best ways in which the company's PPE (a kind of fixed asset) might be used. The higher the ratio, the more likely it is that the company is investing in machinery and other long-term assets in order to raise its short-term earnings. It's conceivable that the corporation is spending money in this way to boost its stock price. It is preferable for the turnover ratio of fixed assets to be greater than 2.5. For 2021, the fixed asset turnover rates of Nike and Adidas are both 5.001, while that number is lower for Adidas at 4.00. The share of sales that Nike invests in infrastructure as well as other long-term assets is growing. It would be difficult to find two companies that are more different from each other than these two.
[bookmark: _Toc131573430]Investment returns ratio
	
	Adidas
	
	
	
	
	Nike
	
	
	

	Investment Return Ratios
	2017
	2018
	2019
	2020
	2021
	2017
	2018
	2019
	2020

	Return on Equity
	0.182
	0.085
	0.169
	0.081
	0.151
	0.067
	0.230
	0.322
	0.240

	Return on Assets
	0.341
	0.197
	0.445
	0.315
	0.448
	0.190
	0.154
	0.179
	0.128



	Investment Return Ratios
	2021
	2022

	Return on Equity
	0.253
	0.219

	Return on Assets
	0.470
	0.389



[bookmark: _Toc131573431]RETURN ON EQUITY RATIO
Return on equity is calculated by dividing net income by the total amount of equity that appears in the books as a percentage. One of the most crucial aspects of a company's success is how quickly it can begin making a profit. A higher ratio is often seen as a sign of a more stable financial position. When the two companies are compared head-to-head, it is clear that Nike is more successful and lucrative than ADIDAS. Comparing Adidas to Nike in 2021, we get a ratio of 0.228 for Adidas and 0.448 for Nike. Nevertheless, Nike has had far greater success than Adidas.
[bookmark: _Toc131573432]RETURN ON ASSETS
A company's return on assets indicates the pace at which it may reinvest its earnings. Profitability is easily seen after taking into account the cost of capital expenditures. A high ROA implies that a business is efficiently using its assets to generate profit and grow, whereas a low ROA suggests that it is not. Profits at Nike have been on the rise, and this ratio demonstrates the company's efficient use of its assets. In comparison to Adidas' ROI of 0.067 percent in 2021, Nike's ROI is 0.151 percent that year. Adidas should take full use of its present infrastructure.
[bookmark: _Toc131573433]Conclusion and recommendations
To rephrase, Nike is growing in both monetary and intangible ways. The return on investment for Adidas was much higher than that of Nike. On the other hand, Nike's gross profit margin has been growing over the last five years. Conversely, Adidas often has a smaller Gross Profit Margin than Nike. Investors should put their money into businesses that can provide a good return on their capital (ROCE). If one were to evaluate the two firms based on their return on capital employed (ROCE), one would find that Nike fares better than Adidas. Using this information, we are able to make a rough calculation of the company's output. It is great for a corporation to earn profits from its physical assets if raising the asset turnover ratio is a priority. Value of its holdings is stable or rises over time. Profit maximization from each worker is in the best interest of the firm. The efficiency improves as the ratio grows (Corry, 2019). The speed with which a business may transform its assets into cash is one measure of its liquidity. The current ratio is a valuable indicator of a company's liquidity and ability to meet short-term commitments (such as those incurred in trade, interest, and debt). The ability to swiftly turn assets into cash and put that money to work paying down debt is reflected in a company's Quick ratio. If the company's liquidity ratio is less than one, it may be able to meet its current financial commitments. If it has sufficient cash on hand, it may also meet the interest payments on any short-term loans it may have taken out. The general rule of thumb is that a cash ratio of less than 1 but more than 0.5 is preferred. The gearing ratio is found by dividing the available funds from shareholders by the available funds from creditors. It becomes more challenging for a corporation to meet its loan obligations on time if its interest coverage ratio is low. The inability to handle one's financial situation is shown in a pattern of late bill payments (CARLSON, 202).
[bookmark: _Toc131573434]PART 3
[bookmark: _Toc131573435]Payback period:
Payback period refers to the time it takes for an investment to create enough profit to cover the cost of the original expenditure. The time in an organization's development when profits begin to accrue. It's computed so you can choose the strategy that best utilizes your assets, and it's computed so you may pick that strategy (KAGAN, 2021).
	YEAR
	CASH FLOWS Project A
	Cumulative Project A
	CASH FLOWS Project B
	Cumulative Project B

	0
	-80
	-80
	-75
	-75

	1
	25
	-55
	50
	-25

	2
	225
	170
	-30
	-55

	3
	20
	190
	35
	-20

	4
	35
	225
	-20
	-40

	5
	15
	240
	15
	-25



The first order of business is to tally up the total revenue generated by these two efforts. During Project A's first year, the total is (-80+25), or -55. The plan is to go on like way for the foreseeable future, at least until all cash flows cancel out. After we've recouped our original investment, we'll be in a secure financial position from which to expand. There will be no net cash outflow from Project A when the third and fourth quarters are over.
PBP for Project A = 3 years + (10/55) = 3.18 years
PBP for Project B = 2 years + (5/20) = 2.25 years
No one has time to wait around these days, so it's no surprise that instantaneous profit generators are in high demand. Due to the shorter payback time, Project B is favored over Project A. Funding is also needed for Project B.
[bookmark: _Toc131573436]Annual Rate of Return
After we have collected all of this data, we will be able to calculate the project's ROI. This will help us decide whether we should continue investing resources into this endeavor. This data is useful when seeking to choose the course of action that will provide the most profit to the firm from a set of alternatives.
Return on capital employed (ROCE)=
Average investment =
If the expected rate of return (ARR) is satisfactory, the project will be approved. A lower ARR is unacceptable. Quite a few businesses use this strategy while assessing and reviewing many projects.
	Annual Rate of Return
	Project A
	Project B

	TOTAL INCOME
	125 (sum of cash flowsA)
	110 (sum of cash flowsB)

	COST ON PROJECT
	(80)
	(75)

	TOTAL PROFIT
	45
	35

	TOTAL ANNUAL
	11.25
	8.75

	ACCOUNTING PROFIT
	
	


[bookmark: _Toc131573437]Net present Value
Inaccurate predictions about the value of money in the present and the future cause worry. You'll need to know about net present value if you want to succeed at this. Cash flow analysis may be improved by using this technique. This is the result that may be attained by deducting the expected cash outflows from the expected cash inflows from the investments. It's evidence that an asset's worth has grown over time.

	Year
	PROJECTED CASH FLOW
	Company's cost of capital is currently at 9.75 per cent

	
	A
	 B
	A
	B

	0
	-80
	75
	
	

	1
	25
	50
	22.83
	45.7

	2
	25
	20
	20.85
	16.7

	3
	20
	20
	15.23
	15.23

	4
	55
	20
	38.26
	14

	Total
	
	
	97.17 
(80)+ 97.17 
	91.63
(75)+ 91.63


We may make a well-informed choice about whether or not to pursue a project by factoring in both the expected and unanticipated cash flows. In terms of NPV, Project A is preferable than Project B, which only has an NPV of $16.63. Project A should be selected over Project B because it has a greater net present value (Gallo, 2014).
[bookmark: _Toc131573438]Recommendations
While Project A has a larger NPV and lower ARR, Project B has a shorter Pay Back Period based on the study of capital investment. This occurred even though Project A had a higher ARR. The decision to go with Option A was taken despite the fact that Project B had a better PBP.
[bookmark: _Toc131573439]Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value: advantages and disadvantages (NPV)
[bookmark: _Toc131573440]Advantages and Dis-Advantages of Payback Period (PBP)
[bookmark: _Toc131573441]Advantages: 
Simple to implement: The approach's key selling point is the ease with which the necessary calculations may be performed. The concept of payback time may be easily understood by those who are not experts. 
Developed for Organizations: That Put a Premium on Quick Access to Cash and Other Liquid Assets This strategy was developed to help firms quickly recoup their initial investments and stabilize their finances. delay in responding: Since the calculation is so straightforward, management can quickly and reliably ascertain when a project will begin to turn a profit. Potentially substantial time savings may arise from using this method.
Helping You Feel Better Despite Your Financial Struggles: If the corporation goes forward with this strategy, it will benefit its numerous customers and partners in significant ways. He will be more prepared to protect his property because of his increased awareness of potential threats. For certain companies, the priority may lie in maximizing short-term profits rather than investing in their future growth.
[bookmark: _Toc131573442]Disadvantages
Ignores inflation's impact on the economy entirely: Nevertheless, the method under review does not account for the passage of time when estimating a company's degree of impact. A business that focuses only on one issue runs the danger of losing out on lucrative prospects.
It's hard to conceive of the possibility: The return technique is simplistic because it fails to take into account the nuanced ways in which companies really function, such as the fact that investments in capital are never a one-time event. This is only one way in which the return method overlooks important details about how companies really function. 
Couldn't give a hoot about their salary: It's not always the case that a project's success can be gauged by how quickly it pays off. The cash flow from the project may decrease or cease entirely after the payback period, or even while it is still in place. Without thinking about how much money will be made back on the project: Some companies won't put money into something until they know for sure it will pay off. This would suggest that the strategy places less emphasis on the financial feasibility of the project.
[bookmark: _Toc131573443]Advantages and Dis-Advantages of Annual Rate of Return
The method outlined in this piece is straightforward and simple to implement. It provides estimates for the business's expected yearly profit. When managers compare the ARR to the LNR, they can rapidly decide whether an investment is worthwhile.
Managers will be able to make choices much more rapidly if they have precise estimates of the time and money required to accomplish a certain project. ARR's implementation is simpler than that of competing approaches. The annualized rate of return (ARR) would be rather high in a perfect world. There is zero consideration given to the possibility that delaying the project may result in significant cost increases. Cash flow, which is measured in a variety of ways, takes a back seat to profits for this analysis. The ARR may not be the most useful metric to utilize when deciding between two businesses if Project A has a higher IRR in the first few years but Project B has a higher IRR in the following years. The fact that COVID-19 and other similarly ambitious long-term endeavors are inherently uncertain is not even remotely considered. There had been no warning signs that things would improve so rapidly until quite recently. They began putting the pieces of the jigsaw back together after the unanticipated change in circumstances.
[bookmark: _Toc131573444]Advantages and Dis-Advantages of Net Present Value
[bookmark: _Toc131573445]Advantages
Easily adaptable to new contexts and circumstances Knowing the cash flows and the discount rate is all that's needed to apply the NPV method to any company proposal, no matter how fanciful. Rising prices for essentials In contrast to cash-on-cash returns, NPV factors in the value of time. We find ourselves in this position because the time is opportune to make investments with a long-term horizon in the forest. In order to select the most optimal choice, Businesses often use the "Net Present Value" (NPV) technique for evaluating investments and projects. Maximizing One's Income
The net present value (NPV) approach is useful since it may potentially boost a business' bottom line. Investing in promising businesses is one method to reach this goal.
Present value is calculated by discounting future cash flows at the market interest rate and the level of commercial, financial, and operational risk involved (NPV).
[bookmark: _Toc131573446]DISADVANTAGES:
The difficulty of comparing several works It is hard to create meaningful comparisons of projects of different sizes using NPV as a comparison tool. Hence, the NVP for ambitious endeavors would be higher than for less ambitious ones for the same reason. The advantages of a higher rate of return on an initial investment may be nullified by the lower net present value of a smaller project (NPV). Major dissatisfaction with the fact that just monetary inputs and outcomes are considered in this approach. No hidden costs are included into the NPV calculation, in case that was in any way up for debate. Because of this, the expected benefit may be overstated. Success in reaching one's objectives is a portent of things to come: Managers' expectations for a project's conclusion are more likely to be satisfied if they are reasonable. Yet, the financial group's results show that the corporation's predicted flow of cash may be overlyoptimistic. This approach might be skewed in some way. Prediction blunders: A project's estimated cash flow is unlikely to be realistic if it is expected to take a long time to complete. As a result of potential changes after rebates:
Discount rates are one factor that might be considered when using the NPV method. The net present value may seem extremely different depending on your point of view.
[bookmark: _Toc131573447]References
1. Adidas Annual Report. (n.d.). Retrieved from https://www.adidas-group.com/media/filer_public/0a/d5/0ad5f4dd-770c-470b-b95a-76053da2721c/financial_supplement_fy2021_en.pdf
2. Aggarwal, D. (2021). Which financial ratios can best reflect the health of an FMCG business? The Economic Times. https://economictimes.indiatimes.com/markets/stocks/news/which-financial-ratios-can-best-reflect-the-health-of-an-fmcg-business/articleshow/81123470
3. Corry, W. (2018, May 9). The marketing blog. Retrieved from 5 milestones in the Nike logo evolution to fame: https://www.themarketingblog.co.uk/2018/05/5-milestones-in-the-nike-logo-evolution-to-fame/
4. Fioravanti, R. (2020, April 30). MBA student perspectives. Retrieved from hbs: https://digital.hbs.edu/platform-digit/submission/nike-just-do-it-differently/
5. HAYES, A. (2021, August 22). ROCE. Retrieved from https://www.investopedia.com/: https://www.investopedia.com/terms/r/roce.asp
6. How to develop non-financial kpis. (2012, November). Retrieved from CIMA: https://www.cimaglobal.com/Research--Insight/How-to-develop-non-financial-kpis/
7. MEYER, J. (2019, August 14). History of Nike. Retrieved from Thestreet: https://www.thestreet.com/lifestyle/history-of-nike-15057083
8. Nike. (n.d.). Retrieved from Fortune: https://fortune.com/company/nike/
9. Nike (NKE). (2021). Retrieved from Forbes: https://www.forbes.com/companies/nike/?Sh=6caf2fb56eb5
10. Nike, Inc. (n.d.). Retrieved from britannica: https://www.britannica.com/topic/Nike-Inc
11. Smith, L. (n.d.). Nike Case Study. Retrieved from thrive: https://thriveglobal.com/stories/nike-case-study/
12. Team. (2021, July 28). Profitability Ratio. Retrieved from https://cleartax.in/: https://cleartax.in/s/profitability-ratio
13. 
Barnes, P. (2006). The analysis and use of financial ratios: A review article. Journal of Business Finance and Accounting, 14(4), 449-461.
14. Beaver, S. (2020, October 23). Gross Profit Margin. Retrieved from https://www.netsuite.com: https://www.netsuite.com/portal/resource/articles/financial-management/gross-profit-margin.shtml
15. CARLSON, R. (2020, July 09). Calculating-gearing-ratio. Retrieved from https://www.thebalancesmb.com: https://www.thebalancesmb.com/calculating-gearing-ratio-393228
16. Chron Contributor. (2020, November 19). Pros-cons-average-accounting-return-method. Retrieved from https://smallbusiness.chron.com: https://smallbusiness.chron.com/pros-cons-average-accounting-return-method-34428.html
17. Gallo, A. (2014, November 19). A Refresher on Net Present Value - Harvard Business Review. Retrieved from https://hbr.org: https://hbr.org/2014/11/a-refresher-on-net-present-value
18. HAYES, A. (2021, August 22). ROCE. Retrieved from https://www.investopedia.com/: https://www.investopedia.com/terms/r/roce.asp
19. Indeed Editorial Team. (2021, August 30). What are liquidity ratios? Retrieved from https://www.indeed.com: https://www.indeed.com/career-advice/career-development/liquidity-ratios
20. KAGAN, J. (2021, December 01). Payback period. Retrieved from https://www.investopedia.com: https://www.investopedia.com/terms/p/paybackperiod.asp

