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[bookmark: _Toc125921045]Executive Summary
Aston Martin (AM) has endured continual financial shortfalls since its initial public offering (IPO) in 2018. AM’s revenue growth is on a continual decline, and which have been dominated by increased cost of goods sold, highlighting inefficiencies with internal processes and financial management. AM has clear concerns regarding its poor cashflow resulting in the business taking on more debt than what could be offset by its assets. This report indicates that AM is to be perceived as a high risk to potential investors. This report provides a detailed analysis for the reasons not to engage in a joint venture with AM.
[bookmark: _Toc125921046]Introduction 
AM is a luxury, high-performance car manufacturer with more than 100 years of experience. The company was founded by Lionel Martin and Robert Bamford in 1913 in a small London workshop (Aston Martin 1, 2023). AM create sports Hypercars with extreme power and SUVs capable of reaching 60mph in 3.1 seconds (Aston martin 2, 2023). AM’s global brand is synonymous with style, luxury, performance and exclusivity.  Lagonda was founded in 1899 and AM in 1913. The two brands came together in 1947 when both were purchased.  The company is now listed on the London Stock Exchange as Aston Martin Lagonda Global Holdings plc (Aston Martin 3, 2023) since its IPO in 2018. 

This report will analyse AM’s economic performance and determine whether this company is a viable £5million joint venture. The analysis will examine AM’s annual reports focusing on the income statement, cash flow and balance sheets as well as notes provided. Performance indicators that will be utilised to help guide an investment decision will be profitability, liquidity, efficiency, investment and gearing ratios. 
[bookmark: _Toc125921047]Review of Financial Statements
When companies report annual financial information, the key statements included are profit/loss (Income statement); Statement of financial position (Balance sheet); Cash flow. 
Detailed review of the financial statements will identify any trends and any risks, as well as what cash movements took place, what wealth was generated and what the accumulative wealth of a business.  Together these statements provide insight into a company’s financial performance and health (Atrill & McLaney, 2019).
[bookmark: _Toc125921048]Use and Limitations of Ratio
Using financial ratios can provide a great deal of insight into a company’s performance, particularly when combined with an understanding of the company and its industry. In addition to providing measures of performance, ratios can be used to monitor key trends over time and compare a company’s performance (Alexander, p19, 2018). Although ratios offer a quick and useful method of analysing the position and performance of a business, they are not without their problems and limitations. 

The results of ratio analysis are dependent on the quality of financial statements used. Ratios will inherit the limitations of the financial statements on which they are based. 
There is also the problem of deliberate attempts to make the financial statements misleading, also known as creative accounting. Inflation, though recently less severe, is a problem. One effect of inflation is that the reported value of assets held for any length of time may bear little relation to current values. This means that comparisons, either between businesses or between periods, will be hindered. The restricted view given by ratios means it is important not to rely exclusively on ratios, thereby losing sight of information contained in the underlying financial statements. When comparing one figure with another, ratios measure relative performance and position and, therefore, provide only part of the picture. Furthermore, any differences in accounting policies, financing methods (gearing levels) and financial year-ends will add to the problems of making comparisons between businesses (Atrill & McLaney, 2019)
[bookmark: _Toc125921049]Ratio Analysis 
All ratio calculations are in the appendices for reference.
[bookmark: _Toc125921050]Profitability 

	Year
	2018
	2019
	2020
	2021
	4 Year Average
	YTD2021
	YTD 2022

	Gross Profit Margin 
	39.74%
	35.56%
	18.16%
	31.38%
	31.21%
	30.31%
	33.39%

	Operating Profit Margin 
	11.57%
	-10.47%
	-52.78%
	-6.98%
	-14.67%
	-8.84%
	-14.96%

	Net Profit Margin 
	-5.2%
	-11.79%
	-67.1%
	-17.28%
	-25.34%
	-7.75%
	-13.72%

	Return on Assets 
	-2.9%
	-5.27%
	-14.69%
	-6.66%
	-7.38%
	N/A
	N/A

	Return on Shareholders’ Equity 
	-12.7%
	-35.68%
	-51.05%
	-28.66%
	-32.02%
	N/A
	N/A

	Return on Capital Employed (ROCE)
	10.27%
	-7.87%
	-16.39%
	-3.99%
	-4.5%
	N/A
	N/A



A. [bookmark: _Toc125921051]Gross Profit (GP)
Gross profit margin has been consistent, excluding 2020, which was a turbulent year given the pandemic and supply chain issues.  There has been a compound annual growth rate (CAGR) of -5.73%.  As a potential investment opportunity, this is a poor indication. Compared to Ferrari who have a 5 year average of 51.2%, which is 20.89% higher than AM.  Cost of sales increased by 250.9 million. These costs were not related to staffing costs as production staff was reduced by 179 in 2021.  However, the increase could be attributed to supply chain issues post Covid, resulting in increased price of raw materials. Key contributors to the increased GP in 2021 were the introduction of project horizon, which has led to a 20% reduction in manufacturing costs and key actions on costs.
B. [bookmark: _Toc125921052]Operating Profit Margin and Net Profit Margin
Operating profit is on the decline and is showing no sign of improving and is showing continual decline.  In comparison to Ferrari’s figures in 2021, AM are 31.38% (Companies Market Cap, 2023) lower in operating profit, which is again another poor indication. The CEO states that key ‘improvements have contributed to a 20% manufacturing cost per unit reduction’ (Annual report, p22, 2022). However, this is not being witnessed in the financial performance. 

Net Profit Margin is continually declining and is a clear gauge that the company is not performing well or managing finances efficiently. Revenues have been consistent over the four year period excluding 2019, which was an anomaly due to Covid 19.  One key thing to note is the finance borrowing undertaken in 2020 was 1252.7, compared to 108.5 in 2021. 

C. [bookmark: _Toc125921053]Return On Assets (ROA)
It is an important overall measure of effectiveness, since it considers the level of income relative to the level of assets employed in the business. ROA has a CAGR of -23.1%, which again indicates that assets employed are not seeing the relevant returns. A potential contributing factor is the increase in cost of sales and would require further investigation.

D. [bookmark: _Toc125921054]Return on Capital Employed (ROCE) and Return on Shareholders’ Equity (ROSE)
ROSE has seen a dip and is on the rise according to ratios’ results.  The results show a big dip in 2019 because of the pandemic.  Share capital employed in 2020 resulted in a poor result as big increases in share capital, coincided in the biggest operating loss. The losses have been attributed to a pre-tax adjustment of £98m, largely relating to impairment of capitalised growth costs, owing to technology and cycle plan changes. The fall in takings, as well as higher costs, such as a £27m increase in depreciation and amortisation as DBX deliveries started, also contributed to the year-on-year profit decline (Annual Report, p16, 2021). In comparison to Ferrari, who boast a four year average of 22.2% ROCE, they are convincingly underperforming.
ROCE is another poor performing indicator showing YoY decline showing a CAGR of -21.57%.  Profits are not in line with capital expenditure, so questions need to be asked on the capital employed. If considerable capital has been expended for large capital equipment, then this can distort the image.
[bookmark: _Toc125921055]Liquidity (Efficiency)

	Year
	2018
	2019
	2020
	2021
	4 Year Average
	YTD2021
	YTD 2022

	Current Ratios 
	0.68
	0.64
	1.10
	0.96
	0.85
	N/A
	N/A

	Acid Ratios 
	0.47
	0.41
	0.84
	0.74
	0.62
	N/A
	N/A

	Cash Ratios 
	0.18
	0.12
	0.61
	0.46
	0.34
	N/A
	N/A



A. [bookmark: _Toc125921056]Current Ratio
Current ratio measures the solvency of a business by comparing current assets with current liabilities (Marsh, p39, 2019).  The company has shown a consistent ability to stay solvent, but this has been aided by the large injection of share capital and investment since 2020 when billionaire Lawrence Stroll became executive chairman (Aston Martin 4, 2023).  The concern regarding this cash injection is that if Stroll decides to walk away, this will leave AM vulnerable.  In comparison, Ferrari has a consistent current ratio between 3-5 according to Macrotrends (2023).
B. [bookmark: _Toc125921057]Acid Ratio
Atrill & McLaney (p219, 2017) state the acid ratio is very similar to the current ratio, but more stringent as it removes stock from the calculation.  The rational for doing this is that many businesses struggle to convert stock into money quickly, as is the case with AM. According to the trend the company would seem to be improving and capable of covering its short term financial obligations.  However, this is not a true representation of how the business is performing as the huge injection of capital from Stroll is going to be a factor bolstering the ratio. Before Stroll’s injection the company would be viewed as having poor liquidity.
C. [bookmark: _Toc125921058]Cash Ratios
According to Umniati, Titisari and Chomsatu (2018), cash ratio is utilised to assess the abundance of working capital, a business requires to repay debts and finance sales. The impact of Stroll’s injection of cash on the cash ratio is the same as the acid ratio above. According to Investopedia 1 (2022), a calculation greater than 1 indicates a business has more money available than current debts, while a calculation below 1 means a company has more short-term debt than cash. This with AM’s poor turnover of stock and high DSO could be contributing factor to their poor cash flow.  AM has seen an increase in CAGR of 26.44% from the 2018 to 2021 which shows that they are taking appropriate action to improve cash flow.
[bookmark: _Toc125921059]Activity Ratios

	Year
	2018
	2019
	2020
	2021
	4 Year Average
	YTD2021
	YTD 2022

	Days Sales Outstanding (DSO)
	80.87
	92.12
	106.43
	81.83
	90.31
	N/A
	N/A

	Inventory Turnover
	2.25x
	3.51x
	2.45x
	3.72x
	2.98x
	N/A
	N/A

	Days Payable Outstanding (DPO)
	398.23
	398.92
	422.56
	350
	392.43
	N/A
	N/A



A. [bookmark: _Toc125921060]DSO
Debtors’ days is a sign of how effective an organisation is at gathering debts from its customers and how much trade credit it allows (Marsh, p42, 2019). The fewer days, the better.  Over the 4 year period AM have shown no significant improvement and are averaging 90.31. According to the 2021 annual report, AM attributed the increase in 2020 to the impact that Covid 19 had on customers’ ability to make repayments (Annual Report, p186, 2021).  This inability to turn cash outflows into cash inflows makes them unable to release capital reducing liquidity and increasing risk.  According to Marsh (2019), a poor DSO ratio is mainly associated with an inability to collect debts or slow rate of turnover of stock.
B. [bookmark: _Toc125921061]Inventory Turnover
Inventory turnover is pretty positive in terms of its own trends. The main anomaly is in 2020 when AM underwent a big destock of its dealerships resulting in the poor ratio experienced in 2020 (AM Annual Report, 2020). However, 2021 has seen greater improvements in stock management due to changing internal processes and efficiency in manufacturing and manufacturing planning resulting in supply meeting demand and not exceeding it.  Even though it has made significant improvements in turning over its stock, there is still room for improvement here. According to Investopedia (2021), the average inventory turnover ratio was 10.11. 

C. [bookmark: _Toc125921062]DPO
According to ratios, AM typically takes a considerable amount of time to repay its bills, which could be deemed as a positive as it gives them time to recover capital from debtors and provides a bit of breathing space. Additionally, it means that AM can retain funds for longer to maximise the benefits. However, on the flip side from an investors point of view, it can be viewed as a negative as it shows an inability to pay bills and highlight cash shortfalls, resulting in interest payments and financial penalties.  Additionally, it does show that AM’s brand has a strong ability to negotiate preferable terms regarding repayments.
[bookmark: _Toc125921063]Leverage ratios

	Year
	2018
	2019
	2020
	2021
	4 Year Average
	YTD2021
	YTD 2022

	Gearing 
	61.91%
	73.86%
	59.52%
	65.91%
	65.3%
	N/A
	N/A

	Debt/Equity 
	338 % or 3.38 times
	521% or 5.21 times
	248% or 2.48 times
	330% or 3.30 times
	359.25%
3.59 times
	N/A
	N/A

	Long Term Debt Ratio
	1.34
	2.34
	1.21
	1.63
	1.63
	N/A
	N/A

	Interest Cover Ratio 
	1.6
	-1.7
	-3.28
	-0.51
	-0.97
	N/A
	N/A



A. [bookmark: _Toc125921064]Gearing
This ratio demonstrates the level of a business’s external borrowing compared with its equity. An organisation is perceived as highly geared when it has a high degree of external borrowing compared to equity (Marsh, p43, 2019).  AM is consistently above 50%, which is highly geared and is subsequently high risk. AM has shown no indication of improving its credit risk and the ability to finance the business through borrowing would be limited if, for instance, Stroll walked away. 

B. [bookmark: _Toc125921065]Debt/Equity Ratio (D/E)
According to Fields (p147, 2016), the D/E ratio determines the risk from the viewpoint of both the business and current and prospective creditors. The principal danger to the business is that both principal and interest expenses on debt are fixed costs. The payments must be paid even if the organisations business and its cash flow decline. The other risk to the company is that if its ratios decline, it might violate its loan agreements. AM’s 4 year average D/E is 3.59 times compared Ferrari’s 1.385 4 year average (Macrotrends 1, 2022). Both are performing consistently within their respective ranges, but AM’s ratio is considerably higher putting them at a greater risk and subsequently having a weakened ability to leverage.

C. [bookmark: _Toc125921066]Long Term debt
The long-term debt-to-total-assets ratio is a measurement representing the percentage of a business’ assets financed with long-term debt (Investopedia 2, 2020).  This ratio indicates that AM has £1.63 long term debt for each pound it has in assets.  This indicates that AM has a considerable amount of long term debts and would be viewed as high risk for potential investors/lenders. 

D. [bookmark: _Toc125921067]Interest Cover Ratio
This ratio helps to determine a business’ riskiness relative to its current debt. AM would be viewed as a high risk investment, with not enough money to fund interest payments on the operating profit alone. Subsequently, this weak position puts AM’s shareholders at a greater risk, if lenders decided to act against the company to recover any interest due, if a worst case scenario occurred again, such as the covid-19 pandemic (Atrill & McLaney, (p224, 2017). AM has made significant inroads in 2021 compared to 2020, showing they are moving in a positive direction nearly having enough operating profit to cover interest. 
[bookmark: _Toc125921068]Investor ratios 

	Year
	2018
	2019
	2020
	2021
	4 Year Average
	YTD2021
	YTD 2022

	Earnings Per Share (£) (EPS)
	-0.31
	-0.496
	-5.43
	-1.659
	-1.97
	N/A
	N/A

	Dividend Yield 
	0
	0
	0
	0
	0
	N/A
	N/A

	Dividend Cover Ratio 
	0
	0
	0
	0
	0
	N/A
	N/A

	Price/Earnings (PE) Ratio (£)
	-29.26
	-7.76
	-0.136
	-0.30
	-9.364
	N/A
	N/A



A. [bookmark: _Toc125921069]EPS & PE Ratio
According to Holmes, Sugden, and Gee (2008), EPS is a key measure of a business’ profitability. It is a measure of its ability to pay dividends and is the most widely used measure of growth. In this regard AM has performed extremely poorly since the IPO.  The ratio has reduced because the share price has declined drastically since trading on the stock exchange. To compare this with Ferrari who has a 4 year average of $4.67, which with an exchange rate of 1.2, equates to £3.73, which is considerably better than AM.
The same theme applies to PE ratio. Ferrari has a 4 year average of $4.53 (£3.624) compared to AM’s £-9.364.  From an investors perspective, AM is a far less attractive option when compared to Ferrari. The PE ratio is the ratio for valuing a company by assessing its current share price relative to its EPS (Investopedia 3, 2022). Additionally, Atrill & McLaney (p230, 2017) state that PE is a measure of market confidence in the future of a business and according to AM’s PE, confidence is low.
B. [bookmark: _Toc125921070]Dividend Yield and Dividend Cover Ratio
As no dividend was offered it was not possible to calculate these ratios.  However, in the appendices, the calculation that would have been applied is visible there as evidence of understanding on how to calculate ratios. 
[bookmark: _Toc125921071]Conclusion 
Atrill & McLaney (p196, 2017) state that ratios help us to identify which questions to ask, rather than provide the answers. They help to highlight the financial strengths and weaknesses of a business but cannot explain why those strengths or weaknesses exist or why certain changes have occurred. There are a multitude of questions that require further investigation, such as the increase in COGS, supply chain strategy, financing decision making, receivables management and expense control.

AM financial analysis show that the company is in distress financially and is displaying poor cash flow, increased COGS, continuing decrease in net profit margins and revenue not seeing any improvement over last 4 years.  CEO Stroll comments on strong revenue growth in q3 2022.  This is correct compared to 2020, but when you look at AM’s performance over the last 4 years, it has seen no improvement. Delays in accounts receivables are affecting free cashflow limiting AM’s ability to reinvest and make necessary improvements. Poor cash flow is having considerable effect on EPS and PE ratios, which depicts a lack of confidence in AM’s finances. 

The annual report and comments from the leadership recognise the issues the company are facing and is in congruence with the financial statements, recognising the current challenges and the leadership are taking proactive steps to improve things i.e., Project Horizon. Key things recognised include supply chain, cost controls in relation to marketing and expenses and manufacturing efficiencies. However, the inability to make a profit in the last 4 years and the £654 million equity raised in 2022, which is highly likely to be a result of Strolls actions have masked underlying issues with AM’s financial stability.  The financial statements provided are comprehensive and provide a detailed analysis offering segmented analysis, which is admirable given the financial perils AM are in.
The main concern is how highly geared AM making them a high risk investment opportunity. Questions need to be asked by the shareholders on how they plan on safeguarding a long term future.  Brand sentiment is still strong, and demand is strong so there is hope for the AM.  
[bookmark: _Toc125921072]Decision 
Poor profitability, highly geared, poor cash flow, depleted stock price, slow turnover of stock and no dividend offered are the key reasons why it is not recommended to enter a joint venture with AM at this moment in time. More details are required on the type of joint venture to further assist in decision making process.


[bookmark: _Toc125921073]References 

Aston Martin 1, “Heritage”, 2023. [Online]. Available at: https://www.astonmartinlagonda.com/about-us/heritage. (Accessed 07.01.2023)
Aston Martin 2, “Our World”, 2023. [Online]. Available at: https://www.astonmartin.com/en-gb/our-world/intensity-driven. (Accessed 07.01.2023)
Aston Martin 3, “About Us”, 2023. [Online]. Available at: https://www.astonmartinlagonda.com/about-us. (Accessed 07.01.2023)
Aston Martin 4, “Lawrence Stroll - Executive Chairman, Aston Martin Lagonda”, 2023. [Online]. Available at: https://media.astonmartin.com/lawrence-stroll-executive-chairman-aston-martin-lagonda/ 
[bookmark: _Hlk124712195]Atrill, P. and McLaney, E.J. (2019). Accounting and finance for non-specialists. Eleventh edition. Harlow: Pearson.
Companies Market Cap, “Operating Margin for Ferrari (RACE)”, 2023. [Online]. Available at: https://companiesmarketcap.com/ferrari/operating-margin/#:~:text=According%20to%20Ferrari's%20latest%20financial,an%20Operating%20Margin%20of%2024.40%25
Fields, E, (2016). The Essentials of Finance and Accounting for Nonfinancial Managers. 3rd ed. AMACOM
Fitzgerald, R. and Fitzgerald, R. (2002). Business Finance for Managers: An Essential Guide to Planning, Control & Decision Making. London: Kogan Page.
Fridson, M and Alvarez, F. (2011). Financial Statement Analysis A Practitioner’s Guide. 4th ed. Hoboken: Wiley.
Holmes, G, Sugden, A and Gee, P. (2008). Interpreting Company Reports and Accounts. 10th ed. Harlow, England: FT Prentice Hall.
Investing, “Ferrari NV (RACE)”, 2023. [Online]. Available at: https://uk.investing.com/equities/ferrari-nv-ratios 
Investopedia, “Key Financial Ratios to Analyze the Auto Industry”, 2021. [Online]. Available at: https://www.investopedia.com/articles/active-trading/082015/key-financial-ratios-analyze-automotive-industry.asp 
Investopedia 1, “Cash Ratio: Definition, Formula, and Example”, 2022. [Online]. Available at: https://www.investopedia.com/terms/c/cash-ratio.asp#:~:text=The%20cash%20ratio%20is%20a,such%20as%20easily%20marketable%20securities 
Investopedia 2, “Long-Term Debt-to-Total-Assets Ratio: Definition and Formula”, 2020. [Online]. Available at: https://www.investopedia.com/terms/l/long-term-debt-to-total-assets-ratio.asp 
Investopedia 3, “P/E Ratio - Price-to-Earnings Ratio Formula, Meaning, and Examples”, 2020. [Online]. Available at: https://www.investopedia.com/terms/p/price-earningsratio.asp#:~:text=In%20essence%2C%20the%20price%2Dto,pay%20per%20dollar%20of%20earnings. 
Macrotrends, “Ferrari Current Ratio 2015-2022 | RACE”, 2023. [Online]. Available at: https://www.macrotrends.net/stocks/charts/RACE/ferrari/current-ratio#:~:text=Current%20ratio%20can%20be%20defined,September%2030%2C%202022%20was%204.47.
Macrotrends 1, “Ferrari Debt to Equity Ratio 2015-2022 | RACE”, 2023. [Online]. Available at: https://www.macrotrends.net/stocks/charts/RACE/ferrari/debt-equity-ratio 
Umniati, R, Titisari, K,  Chomsatu, Y (2018), ‘‘The Influence of Current Ratio, Inventory Turnover Ratio, Cash Turnover and Debt To Equity Ratio Against The Return on Investment in The Production of Industrial Companies Listed on The Stock Exchange of Malaysia in 2016’ (2018) Benefit (Surakarta, Indonesia), 3(1), pp. 23–30. 




[bookmark: _Toc125921074]Appendix 

All information collected from yearly and quarterly reports can be found on the Aston Martin website, refer to reference Aston Martin 4 (2023).
1. Calculations of ratios 
Gross profit margin = Gross profit/revenue * 100
	Year
	Revenue (£Millions)
	Cost of sales (£Millions)
	Gross profit (£Millions)
	Gross profit % (to two decimal places)

	2018 
	1096.5
	(660.7)
	435.8
	39.74%

	2019
	997.3
	(642.7)
	354.6
	35.56%

	2020
	611.8
	(500.7)
	111.1
	18.16%

	2021
	1095.3
	(751.6)
	343.7
	31.38%

	YTD 2021 Q3
	736.4
	(514.5)
	221.9
	30.31%

	YTD 2022 Q3
	857.2
	(571)
	286.2
	33.39%



Operating Profit
	Year
	Revenue (£Millions)
	GPM – COGS = Operating Profit (£Millions)
	Operating Profit Margin = Gross profit margin – COGS/revenue * 100 (to two decimal places)

	2018
	1096.5
	126.9
	11.57%

	2019
	997.3
	(104.4)
	-10.47%

	2020
	611.8
	(322.9)
	-52.78%

	2021
	1095.3
	(76.5)
	-6.98%

	YTD 2021
	736.4
	(65.1)
	-8.84%

	TYD 2022
	857.2
	(128.2)
	-14.96%



Net Profit Margin
	Year
	Revenue (£Millions)
	Net Income (£Millions)
	Operating Profit Margin = Net Income/revenue * 100 (to two decimal places)

	2018
	1096.5
	(57.1)
	-5.2%

	2019
	997.3
	(117.6)
	-11.79%

	2020
	611.8
	(410.5)
	-67.1%

	2021
	1095.3
	(189.3)
	-17.28%

	YTD 2021
	736.4
	(57.1)
	-7.75%

	TYD 2022
	857.2
	(117.6)
	-13.72%



Return on Assets = Net Income / Total Assets * 100
	Year
	Net Income (£Millions)
	Total Assets (£Millions)
	Return on assets = Net Income/total assets * 100 (to two decimal places)

	2018
	(57.1)
	1970.2
	-2.9%

	2019
	(117.6)
	2231.1
	-5.27%

	2020
	(410.5)
	2794.8
	-14.69%

	2021
	(189.3)
	2842.5
	-6.66%



Return on Shareholders’ Equity
	Year
	Net Income (After tax) (£Millions)
	Shareholders Equity (£Millions)
	Return on Shareholders Equity = Net Income/Shareholders Equity * 100 (to two decimal places)

	2018
	(57.1)
	449.4
	-12.7%

	2019
	(117.6)
	329.6
	-35.68%

	2020
	(410.5)
	804.1
	-51.05%

	2021
	(189.3)
	660.4
	-28.66%



Return on Capital Employed – ROCE = operating profit / (Non-Current liabilities + Share Capital + Share Premium + Other Reserves
	Year
	Operating Profit (£Millions)
	Share Capital + Reserves (£Millions)
	Non-Current Liabilities (Millions)
	Non-current liabilities + Share Capital + Share Premium + Other Reserves
	ROCE %

	2018
	126.9
	439.2
	796.4
	1235.6
	10.27%

	2019
	(104.4)
	315.5
	1011.3
	1326.8
	-7.87%

	2020
	(322.9)
	787.8
	1,182.4
	1970.2
	-16.39%

	2021
	(76.5)
	641.8
	1276.9
	1918.7
	-3.99%



Liquidity 
Current Ratios = Current assets / Current liabilities 
	Year
	Current Assets (£Millions)
	Current Liabilities  (£Millions)
	Current Ratio 

	2018
	551.6
	815.4
	0.68

	2019
	567.5
	890.2
	0.64

	2020
	889.5
	808.3
	1.10

	2021
	867.9
	905.2
	0.96



Quick Ratios = Current Assets – Stock / Current Liabilities 
	Year
	Current Assets (£Millions)
	 Stock (£Millions)
	Current Assets – Stock (£Millions)
	Current Liabilities (£Millions)
	Quick Ratio 

	[bookmark: _Hlk124702301]2018
	551.6
	165.3
	386.3
	815.4
	0.47

	2019
	567.5
	200.7
	366.8
	890.2
	0.41

	2020
	889.5
	207.4
	682.1
	808.3
	0.84

	2021
	867.9
	196.8
	671.1
	905.2
	0.74



Cash Ratios = Cash and Cash Equivalents / Current Liabilities 
	Year
	Cash and Cash Equivalents (£Millions)
	Current Liabilities (£Millions)
	Quick Ratio 

	2018
	144.6
	815.4
	0.18

	2019
	107.9
	890.2
	0.12

	2020
	489.4
	808.3
	0.61

	2021
	418.9
	905.2
	0.46



Days Sales Outstanding (DSO) = Trade and Other Receivables / Average Revenue per Day
	Year
	Trade and Other Receivables
(Used Total Receivables) (£Millions)
	Average Revenue per Day = Revenue / 365 (£Millions)
	Days Sales Outstanding

	2018
	242.6
	1096.5/365 = 3
	80.87

	2019
	251.5
	997.3/365 = 2.73
	92.12

	2020
	178.8
	611.8/365 = 1.68
	106.43

	2021
	245.5
	1095.3/365 = 3
	81.83



Inventory Turnover = Cost of Goods Sold / Average Inventory Stock (Current period + previous period/2)
	Year
	Cost of Goods Sold (£Millions)
	Average Inventory/Stock = Inventory / 365 (£Millions)
	Inventory Turnover

	2018
	660.7
	165.3 + 127.76 / 2 = 293.06
	2,25 Times 

	2019
	642.7
	200.7 + 165.3 / 2 = 183
	3.51 Times 

	2020
	500.7
	207.4 + 200.7 / 2 = 204.05
	2.45 Times 

	2021
	751.6
	196.8 + 207.4 / 2 = 202.1
	3.72 Times 



Days Payable Outstanding = Trade and Other Payables / Average COGS per Day
	Year
	Trade and Other Payables (£Millions)
	Average COGS per Day (£Millions)
	Days Payable Outstanding

	2018
	720.8
	660.7/365 = 1.81
	398.23

	2019
	711.5
	642.7/365 = 1.76
	398.92

	2020
	586.4
	500.7/356 = 1.37
	422.56

	2021
	730.8
	751.6/365 = 2.06
	350



Gearing Ratio = Long Term (non-current) Liabilities / Share Capital + Reserves + Long Term (non-current) Liabilities * 100
	Year
	 Long Term (non-current) Liabilities (£Millions)
	Share Capital + Reserves + Long Term (non-current) Liabilities (£Millions)
	Gearing Ratio

	2018
	730.5
	449.4 + 730.5 = 1179.9
	61.91%

	2019
	1014
	358.9 + 1014 = 1372.9
	73.86%

	2020
	1182.4
	804.1 + 1182.4 = 1986.5
	59.52%

	2021
	1276.9
	660.4 + 1276.9 = 1937.3
	65.91%



Debt/equity = Total Liabilities​​ / Total Shareholders’ Equity * 100
	Year
	Total Shareholders’ Equity (£Millions)
	Total Liabilities​​
(£Millions)
	Debt/equity

	2018
	449.4
	1520.8
	338 % or 3.38 times

	2019
	358.9
	1872.2
	521% or 5.21 times

	2020
	804.1
	1990.7
	248% or 2.48 times

	2021
	660.4
	2182.1
	330% or 3.30 times



Long Term Debt = Long-Term Debt/ Total Shareholders’ Equity * 100
	Year
	Long-Term Debt (Non Current Borrowings)
(£Millions)
	Total Shareholders’ Equity
	Long Term Debt

	2018
	604.7
	449.4
	1.34

	2019
	839.1
	358.9
	2.34

	2020
	971.3
	804.1
	1.21

	2021
	1074.9
	660.4
	1.63



Interest Cover Ratio = Operating Profit / Interest Payable (used Total Finance Expense) 
	Year
	Operating Profit (£Millions)
	Interest Payable (used Total Finance Expense) (£Millions)
	Interest Cover Ratio

	2018
	126.9
	79.1
	1.6

	2019
	(104.4)
	61
	-1.7

	2020
	(322.9)
	98.4
	-3.28

	2021
	(76.5)
	151.3
	-0.51



Earnings Per Share (£) = Net Income (After tax) (£Millions)/ Number of Ordinary Shares in Issue (Millions)
	Year
	Net Income (After tax) (£Millions)
	Number of Ordinary Shares in Issue (Millions)
	Earnings Per Share (£)

	2018
	(62.7)
	202.1
	-0.31

	2019
	(113.2)
	228
	-0.496

	2020
	(419.3)
	77.2
	-5.43

	2021
	(191.6)
	115.5
	-1.659



Dividend Yield = Dividend Per Share (£Millions) / Market value Per Share (GB pound) (To two DP’s) * 100
	Year
	Dividend Per Share (£Millions)
	Market value Per Share (GB pound) (To two DP’s)
	Dividend Yield

	2018
	0
	9.07
	0

	2019
	0
	3.85
	0

	2020
	0
	0.74
	0

	2021
	0
	0.50
	0



A. Dividend Cover Ratio = Net Income (profit after tax)(£Millions) / Dividend Announced for The Year (£Millions)

	Year
	Net Income (profit after tax) (£Millions)
	Dividend Announced for The Year (£Millions)
	Dividend Cover Ratio

	2018
	(57.1)
	6
	-9.52

	2019
	(117.6)
	9.8
	-12

	2020
	(410.5)
	13.1
	-31.34

	2021
	(189.3)
	No Dividend Paid
	0



P/E ratio = Market value Per Share (GB pound) (To two DP’s)/ Earnings Per Share (GB pound) (To 2 DP’s)
	Year
	 Market value Per Share (£’s) (To two DP’s)
	Earnings Per Share (£’s)
(To 2 DP’s)
	P/E ratio (To 2 DP’s) (£’s)

	2018
	9.07
	-0.31
	-29.26

	2019
	3.85
	-0.496
	-7.76

	2020
	0.74
	-5.43
	-0.136

	2021
	0.50
	-1.659
	-0.30
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