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[bookmark: _Toc233498870]Executive Summary
The information in this report addresses two financial management problems. The first section examines the financial performance and position of AstraZeneca Plc based on profitability, efficiency, liquidity and investment ratios for the two years 2024 and 2025. The second section assesses the investment opportunities available to Beard Plc using investment appraisal techniques, primarily the net present value and internal rate of return.
The ratio analysis indicates that there was an improvement in AstraZeneca's profitability in 2025. Key measures of operating performance, gross profit margin, net profit margin, return on capital employed, and earnings per share all rose, indicating the continuing improvement in operating performance and shareholder value creation. But the company's financial condition is also a source of worry. Debtor days, creditor days and inventory days were high, and asset turnover remained unchanged. This indicates that working capital is actually locked up for quite some time in Receivables, Payables, and inventory. Liquidity was also rather weak, as both the current ratio and quick ratio were less than 1, but this needs to be taken with a pinch of salt, since AstraZeneca is a big pharmaceutical company operating in a particular sector.
It seems that for Beard Plc, Project C offers the best investment opportunity as it has the greatest NPV and an acceptable IRR. If funds are short, then the priority is to be given to Project C, and if there are funds left over, then to Project B, whose profits are high. Overall, the company AstraZeneca is profitable and is an attractive investment opportunity, but working capital and liquidity are aspects that need to be monitored. Project C should be Beard Plc's choice, provided risks, strategic fit, environmental impact and practical feasibility are taken into consideration.
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[bookmark: _Toc233498871]Introduction
AstraZeneca Plc is a large-cap pharmaceutical company which operates in a very research-intensive and competitive industry. Financial statements analysis is a critical tool for determining how well a company is using its allocation of resources, how well it is earning a profit and how it's handling short-term debts and enriching shareholders. A system of understanding financial performance is provided by ratio analysis, which relates items in the financial statements to broader business meaning. For the company AstraZeneca, the analysis is made for the financial years 2024 and 2025, taking into account profitability, efficiency, liquidity and investment ratios. The ratios can be used to determine if the firm's performance is getting better or worse over the past two years or if it is making no net change.
The second area of analysis is on the Beard Plc capital investment decision. Investment appraisal is important to businesses as they have limited resources and must select the project that will generate the optimum financial and strategic return. Future cash flows can be compared by using methods like net present value and internal rate of return, which take the time value of money into account. But sometimes, numbers alone aren't enough. Other factors such as risk, project sensitivity, environmental impact, legal conditions, political stability and strategic fit should also influence the eventual decision. Thus, the report accounts for financial ratio analysis as well as investment appraisal to help in making informed decisions in the business. In general, the aim is to assess the financial standing of AstraZeneca and to advise the optimum investment to take for Beard Plc.


[bookmark: _Toc233498872]PART I
[bookmark: _Toc233498873]Main Findings 
The main findings are based on AstraZeneca Plc’s financial performance and position for 2024 and 2025. Profitability, efficiency, liquidity, investment and gearing are used to determine how well the company used its assets to generate profit, how effective it was in the use of its assets, how it used its working capital, how well it met short-term obligations, how much value it has created for the shareholders and how well it has controlled financial risk. These ratios offer a systematic way of assessing AstraZeneca's financial strength. The results are also considered in terms of improvement or weakness over the two years, with appropriate financial data and ratio interpretation and academic sources provided.
[bookmark: _kel7rklhwy01][bookmark: _Toc233498874]Profitability Ratios
Profitability ratios are used to measure how much revenue a company can generate against its expenses, revenue, assets, capital, etc., items. The common profitability ratios for the years 2024 and 2025 for both companies have been calculated and analysed below:
Gross profit (GP) ratio: This ratio demonstrates how much revenue exceeds the costs of goods sold (COGS) as a percentage. COGS is the cost of production. There are other expenses to cover, too. The GP ratio shows how much money is left to cover operating and other expenses and taxes after covering COGS (Franklin, Graybeal and Cooper, 2019b). A pharmaceutical company has comparatively less COGS than a retailer. In that sense, both companies are doing very well in covering their COGS with their respective revenue.
GP ratio for the year 2024:
AstraZeneca = 86.11% 
GP ratio for the year 2025:
AstraZeneca = 86.56%
AstraZeneca's gross profit margin underwent a marginal rise from 86.11% in 2024 to 86.56% in 2025. This is good as it indicates that the company retained a slightly larger share of revenue from sales and profits after accounting for the cost of sales, likely from improved pricing, product mix or cost management.
Net profit ratio: The net profit ratio or the net profit margin measures efficiency and financial health (Damodaran, 2017). A low ratio suggests high risks, whereas a high ratio suggests good management and proper risk mitigation. 
Net profit ratio for the year 2024:
AstraZeneca = 13%
Net profit ratio for the year 2025:
AstraZeneca = 17.42%
Net profit margin increased from 13.00% in 2024 to 17.42% in 2025. This is a major improvement as more money was turned into actual profit, indicating a more effective management of either finance charges or operating costs, or superior revenue growth.
Return on capital employed (ROCE): This ratio shows how efficiently a company uses its capital to generate profit. AstraZeneca had a spike in this ratio as well, proving a huge return on its capital base (Chen and Kieschnick, 2018). 
ROCE for the year 2024:
AstraZeneca = 19.61%
ROCE for the year 2025:
AstraZeneca = 26.5%
ROCE improved from 19.61% in 2024 to 26.50% in 2025. This is good for AstraZeneca as it demonstrates that the company achieved greater returns on the capital employed, which means greater efficiency in the use of long-term resources.
[bookmark: _Toc233498875]Efficiency Ratios
Efficiency ratios measure how efficiently a company uses its assets and manages its liabilities. Common efficiency ratios of the years 2024 and 2025 of the companies have been calculated and analysed below:
Asset turnover ratio: Every company aims to use its assets efficiently. Asset turnover ratio signifies whether a company has underutilised or has idle assets (Boțoc and Anton, 2017). The higher the ratio, the better. For every £1 owned in assets, the companies generate about £.5 or £.6 in revenue respectively, which is not very efficient. But the ideal ratio varies among the industries.
Asset turnover ratio for the year 2024:
AstraZeneca = .51
Asset turnover ratio for the year 2024:
AstraZeneca = .51
The 2024 and 2025 asset turnover ratios were 0.51 times, respectively, which are in line with these levels. However, this indicates that AstraZeneca has not bettered its asset-generating capabilities, which might be fine for a capital-intensive pharmaceutical company.
Debtors’ days: This signifies how soon debtors pay back their credit. A low ratio of about 30 days or less is acceptable in terms of risk (Altaf and Shah, 2018). 
Debtors’ days of AstraZeneca: 232 days
The debtors' days were also high (around 223 days). This is not optimal as it would imply that it takes some time for AstraZeneca to receive the payment, which could impact cash flow, although it can be a standard practice in large international pharmaceutical businesses.
Creditors’ days: Similar to the debtors’ days ratio, this signifies how soon the company can pay back their debt (Anton and Afloarei Nucu, 2021). The ideal is within 60 days at most. Belated payment of payables risks a company’s reputation and credit rating. So, both companies should be more prompt regarding repayments.
Creditors’ days of AstraZeneca: 409 days
The creditors' days stood at 409 days, which indicates that suppliers of AstraZeneca waited for a long time for payment. This can help keep cash flowing, but it may put the supplier relationship at risk if deemed to be excessive.
Stock days: This is also known as inventory days and shows how soon a company sells its inventory. 60 days at most is acceptable (Altaf and Shah, 2018). A low ratio ensures efficiency by saving storage costs and preventing the expiration of inventory. 
Debtors’ days of AstraZeneca: 217 days
Days of inventory were approximately 217 days. This is high, but may be partly attributable to AstraZeneca's pharmaceutical business, where the production cycles, regulation process and safety stock and distribution cycles may be longer than in normal retail businesses.
Stock turnover ratio: Similarly, the stock turnover ratio shows how often a company replaces its stocks and refills its inventory (Aktas, Croci and Petmezas, 2015). AstraZeneca, being a pharmaceutical company, replaced its stocks less than 2 times in the previous year, which is quite normal. 
Stock turnover ratio of AstraZeneca for the year 2025: 1.7 times
Stock turnover was 1.7 times, indicating that stock was slowly replaced during the year. Not very efficient, but it could be understandable for AstraZeneca as pharmaceutical products can take a longer time to produce and have a longer time in the QC process.
[bookmark: _6sdh8n725blt][bookmark: _Toc233498876]Liquidity Ratios
Liquidity ratios help measure its ability to pay off its current liabilities with its current assets. The ratios being consistently below 1 pose a high risk for future liquidity crisis and may lead to bankruptcy as the worst-case scenario (Akgun and Karatas, 2020). However, for big and stable companies, the criterion is more flexible compared to a start-up. Two of the most used liquidity ratios for the years 2-24 and 2025 have been calculated for both companies:
Current ratio: The current ratio is the most common ratio to measure a company’s ability to pay off short-term debts (OpenStax, 2022). 
Current ratio for the year 2024:
AstraZeneca = .92
Current ratio for the year 2025:
AstraZeneca = .93
The current ratio improved slightly from 0.92 in 2024 to 0.93 in 2025. The ratio is good, although it is not 1:1, meaning that there are not enough current assets to cover current liabilities, but liquidity should be monitored.
Quick ratio: Quick ratio measures if the company can pay off its short-term debt using only its most liquid assets like cash (Koller, Goedhart and Wessels, 2020). 
Quick ratio for the year 2024:
AstraZeneca = .71
Quick ratio for the year 2025:
AstraZeneca = .73
The quick ratio increased from 0.71 in 2024 to 0.73 in 2025. While this is a small improvement, the ratio is still less than one, indicating that AstraZeneca may still be looking to cash generation and working capital management to cover short-term obligations (Koller, Goedhart and Wessels, 2020).
[bookmark: _3re19aiacn1w][bookmark: _Toc233498877]Investment Ratios
Earnings per share (EPS): EPS is perhaps the most common metric for shareholders to choose a stock. AstraZeneca had a massive 45% within a year. 
EPS for the year 2024:
AstraZeneca = 4.54
EPS for the year 2025:
AstraZeneca = 6.6
EPS increased from 4.54 in 2024 to 6.60 in 2025. This is favourable to the shareholders as it indicates greater earnings per ordinary share, making the company more interesting to the investors (Hillier et al., 2020).
[bookmark: _usw32hnveuod][bookmark: _Toc233498878]Summary of Financial Position
In terms of profitability, AstraZeneca has excellent financial health; its situation in terms of shareholder value is also favourable; working capital efficiency is not; and short-term liquidity is unfavourable. Gross profit margin, net profit margin and ROCE in 2025 are higher, indicating that the company earned higher profit from sales and capital invested in 2025. That's good, as it shows improved operating performance and value creation. But the efficiency ratios tell a more conservative story. The asset turnover was unchanged, debtor days, creditor days and inventory days were all high, indicating that cash is locked up for extended periods in the receivables and stock (Damodaran, 2017). While this can be due to the pharmaceutical business, it nonetheless puts strain on working capital. Liquidity is also an issue, as both the current ratio and quick ratio are less than 1. Hence, AstraZeneca is profitable and an attractive company for investors; its liquidity and working capital management should be monitored.
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[bookmark: _Toc233498880]Analysis of Net Present Value and Internal Rate of Return
Many methods can be used to determine which project is to be undertaken. One of them is the 
Net present value (NPV) is a method used to calculate the present value of all expected future year-end cash flows of each of the projects for comparison (Franklin, Graybeal and Cooper, 2019a). The project with the highest NPV is considered the most profitable in terms of the project and is selected. Money devalues or gains in value over time due to inflation and deflation. Therefore, £1 today does not hold the same value as £1 a year later, which makes it hard for a decision-maker to compare among projects in different time periods (Damodaran, 2017). A discount rate is used to discount the future value into the present. The discount rate used in this report is the 5% cost of capital. To calculate NPV, all the expected future year-end cash flows are summed up and divided by the discount rate. The initial expense is then subtracted to derive the expected future profit in the present period.
Using the table above, NPVs of each of the three projects have been calculated below:
NPV of project (A): 
NPV of project (B): 
NPV of project (C): 
NPV of project (C) is £208,163.31, which is the highest among all three projects. Therefore, this is the most profitable project and should be selected.
Internal rate of return (IRR), on the other hand, denotes the expected annual return percentage of an investment. IRR makes the NPV equal to zero, or it is the break-even interest rate. IRR also considers the time value of money. IRR can be calculated in more than one way. IRRs of each of the projects have been calculated below:
IRR of project (A): 0 = 
IRR of project (B): 0 = 
IRR of project (C): 0 = 
Project (A) has the lowest IRR and NPV both. Besides, the IRR is the same as the cost of capital. So, this project should not be chosen. Project (B) and (C), however, have the same IRR of 13%, which is 8% greater than the cost of capital, ensuring the perfect recovery of the cost. In this case, the one with the highest NPV or project (C) should be chosen.
NPV is considered the best method for investment appraisal, because it is very realistically applied to find which investment has the highest yield in terms of wealth in today’s monetary value. The cost of capital, used to discount the future values, is a realistic market-based rate derived from the actual cost of the investment, and it is thought that the cash flows are reinvested at this rate (Brealey et al., 2022). Besides, NPV follows the concept of time value of money, or that it discounts the future cash flows back to their present values, which helps in realistic comparison among yields from projects throughout different time periods.
IRR is less reliable because it considers that re-investment occurs at the rate of IRR, which is quite high, such as it’s as high as 13% for projects (B) and (C). IRR is a percentage and does not give a clear figure like NPV. So, it’s not always applicable in some analyses and makes its use limited. IRR also doesn’t account for the change in cost of capital. So, it provides the same rate despite an increase or decrease in capital expenditure (Chen and Kieschnick, 2018). IRR can also give two different rates for the same project. In case of conventional cashflows, there’s a big outflow at the start of the year 0 or the initial investment and provides inflows throughout the consecutive years. In case of non-conventional cashflows, there’s a major outflow at first, known as the initial investment, followed by inflows for perhaps a couple of consecutive years and outflows again, which generally happens if the project requires a major fee or incurs a huge cost in the near future. IRR isn’t flexible enough to account for non-conventional cash flows and ends up giving two different percentages, which becomes confusing in terms of decision-making. Surely, NPV is again the better choice of the two.
Despite NPV being allegedly considered to be the best method, non-discounting methods, such as accounting rate of return (ARR), the payback period, profitability index (PI), etc., are getting popular among decision-makers, because the discounting rate is sometimes hard to find and can be subjective. In such cases, non-discounting is the feasible option. In some volatile industries, cash flows in the far future are uncertain (Boțoc and Anton, 2017). Methods like NPV are not very helpful here. Also, methods like the payback period are easy to understand and interpret.
[bookmark: _65ybzhxmbz13][bookmark: _Toc233498881]Other Factors of Consideration
There are multiple other financial and non-financial factors that should be considered before choosing an investment. Financial methods other than NPV and IRR used to select a project are:
i) Payback period: This method shows the amount of time it takes for the investment to recover the initial expenses. The project with the potential for the earliest recovery is chosen. There’s a method of discounted payback period, where it accounts for the time value of money too, which makes the method more realistic and applicable (Baños-Caballero, García-Teruel and Martínez-Solano, 2020). The calculation requires the initial investment to be divided by the annual cash flow. This method is highly used for its simplicity.
ii) Accounting rate of return (ARR): ARR takes non-cash items like depreciation, amortisation, and accruals into account. ARR is the average profit expected over the lifetime of a project relative to the capital invested. In this method, the average annual accounting profit is divided by the initial investment or the average investment (Anton and Afloarei Nucu, 2021). The project with the highest average profit is selected. NPV or IRR can be used for a short period of time, but since ARR uses the whole lifetime, it’s often unrealistic and far-fetched, making it inapplicable for a lot of companies (Altaf and Shah, 2018). The more we calculate into the future, the more assumptive it turns, which is highly risky. Besides, this method doesn’t account for the time value of money. Still, managers might use ARR to align with the profit & loss statement or for its simplicity.
iii) Profitability index (PI): PI is the ratio of the payoff of investment, or simply, how much money a project generates for every pound invested in it. If it’s greater than 1, the project is profitable, and the most profitable project is selected.
Non-financial factors should include, but not be limited to, the following:
i) Even with a comparatively higher NPV, if the return is sensitive to fluctuations, it’s a high-risk project, and better be avoided. For example, some industries are very volatile, and a little setback may push the project to face a huge loss. Sometimes, the higher the risk, the higher the profit/loss. Most businesses prefer a healthy amount of risk.
ii) There might be qualitative factors in disfavour of some of the projects, such as a project that requires deep-sea drilling or deforestation has a high environmental impact, a gambling expansion or data monetisation usually has risks of negative public perception, or a project dealing with open-pit mining or high-altitude construction may create a risky work environment (Aktas, Croci and Petmezas, 2015). If the company cannot proceed with enough safety measures, despite profitability, such projects should not be chosen over a safe and ethical, but less profitable one.
iii) The legal and political environment can cause some projects to not be accepted despite the theoretical high profitability. Such as, discounting rates turn volatile in a politically and economically unstable country (Akgun and Karatas, 2020). The discount rates can vary unpredictably, which makes the equations impractical. Definitely, the non-discounting methods can still be used here. But most would rather invest in a politically stable country where the future of the investment can be more reliably predicted.
iv) The investment has to align with the company’s long-term goal. It can be a pilot project or a long-term one, but the project must be a strategic fit. The company should be able to provide the resources and a feasible condition to carry out the project. If it lacks technical feasibility, practicality, or resources, this creates a higher risk and always a higher potential condition of failure (OpenStax, 2022). A company may often choose a more practical, predictable, and feasible project with moderate expected revenue over a high-risk, high-profit project.
[bookmark: _9gl898ku8th1][bookmark: _Toc233498882]Optimal Investment Policy for Beard Plc.
If funds are limited to £1,500,000, the company should undertake divisible projects or fractions of a project. The optimal investment policy is a strategic framework to reach a business’s goals efficiently for a given level of risk or to minimise risks for a targeted amount of profit. Simply defined, this policy is the structure of investment that provides the maximum total NPV. So, multiple assets or investments are mixed (Koller, Goedhart and Wessels, 2020). There are a lot of different ways to create and apply the optimal investment policy, but given the limited funds and the divisibility of the projects, in this case, the policy can be ideally framed using the profitability index or PI.
The profitability index (PI) (also called the value investment ratio) shows which project generates the most money per pound. This ensures the highest total NPV is earned within a fixed budget. If the budget is larger than the expenditure required to undertake the most profitable project, the rest of the fund is invested in the second most profitable one and a third or in fractions (Hillier et al., 2020). There are two formulas for this. Both provide the same value, but are chosen based on the information at hand. The formulas are:
i) The standard formula requires the division of the present values of all future cash flows by the initial investments.
ii) The NPV-based formula requires the NPVs to be divided by the initial investments and added to 1.
The decision rules of PI are:
· PI > 1: accept the project as it generates more revenue than the investment
· PI = 1: break-even point
· PI < 1: reject the project as it yields less than the initial investment
The calculation of the individual PI for each project is shown below:
Project (A): 
Project (B): 
Project (C): 
Project (C) generates the highest value, because for every £1 invested, the yield is £3.08. This project should be given the utmost priority, followed by projects (B) and (A), which yield £.19 and £.007 respectively for each £1 invested. Based on this decision, the investment policy requires £100,000 to be invested in project (C) (Franklin, Graybeal and Cooper, 2019b). The remaining £50,000 should be invested in the second most lucrative project, which is (B). With this fund, only (100/900,000x50,000) 5.55% of the total expense can be borne by the second project.
The resulting total NPV from this investment policy has been calculated below:

 Utilising the limited fund of £150,000, investing both in projects (C) and (B) fractionally gives us the NPV of £217,897.89, which is the highest NPV possibly derived from a mix of investments, using the optimal investment policy.
[bookmark: _5i10n0433kbe]


[bookmark: _Toc233498883]Conclusion
In conclusion, the analysis reveals that the financial performance of AstraZeneca has positively increased in 2025, especially in terms of profitability and shareholder value. The positive development of gross profit margin, net profit margin, return on capital employed, and earnings per share shows that the company was more successful in turning sales and capital into profit. This is good news for investors and indicates good business. But the analysis also reveals that making AstraZeneca profitable is not the only approach that can be taken to measure the company's financial standing (Damodaran, 2017). A less optimistic picture is formed by the efficiency and liquidity ratios of the company. Higher days in inventory, days in creditors and debtor days indicate that working capital is tied up in the operating cycle for a long period of time. Current and quick ratios were also less than 1, indicating that short-term liquidity needs to be closely monitored.
Based on the investment appraisal of Beard Plc, Project C is the most attractive one as it has the highest net present value and has a good internal rate of return. Project B also has a positive IRR, but Project C generates more value (Franklin, Graybeal and Cooper, 2019a). Project A is the worst alternative and should be eliminated. Final decision should not be based only on numerical appraisal, however. Additionally, prior to implementation, one should consider the risk, sensitivity to market fluctuations, environmental footprint, legal issues, and strategic fit.
Final Recommendation
The maximum contribution to shareholder wealth (in terms of NPV) is Project C, which should be selected by Beard Plc. If money is in short supply, the project with the highest profitability index (Project C) should be done first, and the rest of the available funds should be used for Project B. This is because, if no further funding is forthcoming after the "good projects" have been investigated, Project A should not be considered (Brealey et al., 2022).
Prior to final approval, the long-term strategy, market uncertainty and feasibility of operation, environmental impact, legal requirements, etc., non-financial risks for Project C also need to be reviewed by the Board. Sometimes a project that has the greatest monetary return could be inappropriate because too much risk is involved or too little fit is. As such, Project C is recommended, provided a satisfactory risk and feasibility assessment is carried out.
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