


In this report I will be obtaining a set of financial statements for Matalan for  2021/2022 and 2022/2023. I will be carrying out a ratio analysis and comparison of how the business has performed in the previous two years. Using the ratio calculations as well as evidence and research I will identify why the business may have performed better or worse than the previous year. Making recommendations as to how the business could make financial improvements in the future and become more sustainable. Concluding with how the ratio analysis has helped me conduct a financial analysis of Matalan.

MATALAN FINANCIAL YEAR 2021/2022
Gross profit margin =  Gross profit / Revenue x 100
149.7 / 1.027.1 x 100 = 14.5%
Mark up = Gross profit / Cost of Sales x 100
149.7 / 877.4 x 100 = 17%
Net profit margin = Net profit /  Revenue x 100
89.7 / 1.027.1 x 100 = 8.7%
Current ratio = Current assets / Current Liabilities
289.1 / 691.1 = 0.4:1
Liquid capital ratio = Current assets – Inventory / Current liabilities
289.1 – 125.1 / 691.1 = 0.2:3
Trade Receivables / Credit Sales x 365 days
30.8 / 1,027.1 x 365 = 10.945 days







MATALAN FINANCIAL YEAR 2022/2023
Gross profit margin =  Gross profit / Revenue x 100
11.8 / 65.3  X 100 = 18%
Mark up = Gross profit / Cost of Sales x 100
11.8 / 77.1 X 100 = 15.3%
Net profit margin = Net profit /  Revenue x 100
17.2 / 65.3 x 100 = 26.3%
Current ratio = Current assets / Current Liabilities
271.3 / 240.3 = 1.1:2
Liquid capital ratio = Current assets – Inventory / Current liabilities
271.3 – 137.3 / 240.3 = 0.5:1
Trade Receivables / Credit Sales x 365 days
38.9 / 65.3 x 365 = 217 days







The gross profit margin shows the amount of profit made before deducting selling, general, and administrative costs, which is the firm's net profit margin (Bloomenthal.A.2024). While carrying out the gross profit margin for 2021/2022 they had a 14.5% net profit margin and in 2022/2023 they had 18.% net profit, this has gone up by 4.5%. This could be because of the Covid pandemic which gave Matalan the only choice to go online, reducing staff costs with the implantation of the furlough scheme, (gov.uk 2021).
The difference between the selling price and the cost of an item or service is called the markup, sometimes referred to as the price spread. It is especially evident in retail settings, as merchants raise the selling price of their products by a predetermined amount or percentage in order to turn a profit,(Simon and Fassnacht.2019.pg1-28.). Matalan had a 17% mark-up in 2022 and in 2023 they had 15.3% 2% lower than the previous year, this could be due to rising manufacturing cost that has spread worldwide since the Covid pandemic, (Shedlesky.A.2021).

Net profit margin is a ratio of profit to revenue that shows how much of each pound in revenue collected by the company translates into profit, it is expressed as a percentage,(CFI.2024). Matalan only had 8.7% in 2022 this could be because of the Covid pandemic and the popularity of ecommerce shopping. in 2023 they had 26.3% although the revenue has increased the cost of sales has been reduced dramatically which has resulted in a 18% rise. In order to improve this Matalan could review their supplier base in order to source cheaper materials, however this could affect the quality of the products. They could become more efficient in reducing their power cost for example reducing the lighting certain times of the day and sourcing a more cost-effective energy supplier.


The current ratio is a liquidity ratio that measures a company’s ability to pay short-term obligations or those due within one year. It tells the investors and analysis how the company can maximise the current assets on its balance sheet to satisfy its current debt and other payables,(Javed.R.2023). Matalan’s current ratio in 2022 was 1.1:2 and in 2023 it was 0.4:1, this is extremely poor for such a big company, they are showing that they are in a lot of debt as the ratio should be ideally 2:1.

Trade receivables also referred to as accounts receivables, are the total amounts of money earned from the sale of goods and services which has been billed but have not been sent by the buyer yet (Deskera,2024). The trade receivables for Matalan in 2022 was 10.945 days and in 2023 the trade receivables were 217.4 days. It was at its lowest in 2021/2021 this could have been due to the majority of their customers were shopping online as the Covid pandemic was occurring. Once the pandemic was over and Matalan re-opened their doors it took a considerable amount of time before customers felt confident to return to shopping within the store, although many customers still combined online and visiting the store physically.

Liquid capital ratio is a measure of the business’s ability to pay its short-term financial obligations with its liquid assets, such as cash, receivables, and marketable securities, (Two Teachers,2023). Liquid Capital also called quick assets, which is an asset that is ready to convert into cash.
When calculating Matalan liquid capital ratio in 2022 their ratio was 0.2:3 and in 2023 it was 0.5:1. It could be surmised that Matalan will struggle to cover immediate obligations. Ideally a Liquid Capital Ratio of one or higher is often considered healthy.


MATALAN AND ITS SUSTAINABILITY.

Matalan has a programme called Our Environment, Social and Corporate Governance, and through that they measure their impact on the environment and society, making sure they are transparent about the way they run their business. Matalan’s actions and ambitions are focused on four key areas: Planet, People, Product and Good Business. According to Matalan report in 2013/2014, they are making satisfactory progress in their carbon intensity as it has been reduced by 58% (Barlow,2022). In the Coronavirus pandemic Matalan’s greenhouse emissions were extremely high, this was because of the online only. During the previous year their greenhouse emissions were below, which presented at 22%,(Barlow,2022).
By acquiring a zero-carbon electricity rate, Matalan might cut their carbon emissions by more than 47%. For this reason, Matalan will need to find an electricity tariff that binds the supplier to producing a volume from renewable sources equal to Matalan's yearly use. 

	

CONCLUSION.
After all my research and all the ratio calculations of Matalan cashflow and balance sheets, I have found out that they have had a lot of challenges to overcome regardless of having a 29.2% increase in revenue in 2022, despite the inflation pressures the company managed to maintain a positive momentum. The Covid pandemic had a significant impact on Matalan as it did many businesses worldwide. Matalan had reduced footfall in physical stores which led to decreased sales revenue. Matalan accelerated it focus on e-commerce. Looking at all the ratio, Matalan has not got the ability to pay its short-term finance obligations. Matalan’s deferred tax went down in 2023 from  17.6 in 2022  to 11.4, Therefore, the overpayment becomes an asset to the company. When I was carrying out the research and calculating the ratio using the income statement  and balance sheet, I found out that there were two different names on them, the reason for this is that Maryland Holdco Limited submits an auditor report to the members of Missouri Topco Limited,(Palmer.el,2023). After all my research my considered opinion is that if Matalan do not improve their profit margin considerably, the company may go into receivership within the next few years.
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