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Abstract
This coursework deals with financial analysis of two of the largest banks doing business in the United Kingdom, which are listed on London Stock Exchange, namely Banco Santander C.A. against their main cоmpetitor Barclays PLC. The main purpose of this case study is to evaluate which is the better investment decision- to invest in Banco Santander or to choose investing in the other public company at the marketplace. This decision will be based on annual financial analyses of the both companies. In this case study will be measured the main performance indicators and the performance of the banks at the marketplace. It's necessary to be analysed and compared financial data from annual reports for 5 years and which challenges the both companies face on a global and national scale to increase their market share and what should be done to deal with it. 
Keywords: Banco Santander C.A,  Barclays 

Introduction
Banco Santander is the largest Spanish banking institution in the world. It is a multinational commercial bank which offers and various types of financial services. The bank is established and based in Santander in 1857, Spain and doing their business as Santander Group. According the statistics for 2017 Banco Santander is the 5th largest bank at the European market. It’s total market value of its investments that the bank manages is approximately $1.4 trillion. In all global financial centres Banco Santander maintains very strong presence. The bank has hubs in Madrid and Barcelona. Usually the bank is recognizable with its banking operations on the European bank marketplace but in the recent years their business was extended overseas. And now they have branches in South America’s and North American’s marketplaces as well as in Asia.
The company is a component of the Euro Stoxx 50 stock market index. In May 2016, Santander was ranked as 37th in the Forbes Global 2000 list of the world's biggest public companies.  The bank has large market capitalization and could be found in the trading list of Euro Stoxx 50 stock market index.
Globally the bank serves more than 102 million clients. The branches of the bank are approximately 14,400 worldwide as well as multi-channeling. Based on retail banking services Santander’s business model distributes various type of activities for individual and corporate customers, leasing, factoring, mutual fund services and stockbrokerage. The bank does geographical diversification in the countries from Europe, Latin America and the United States distributing their activities through local, legally independent and autonomous entities in terms of liquidity and capital aiming to minimise the risks from the global challenges in bank and financial industry.
Banco Santander SA. has strong competitors in UK marketplace. Its main competitors are: 
1. Barclays
2. Lloyds
3. RBS
In the next part will be presented financial analysis of Banco Santander and will be compared the last year with financial report 2018 of Barclays. 
Financial analysis of Banco Santander SA.
As it was stated in the introduction of the case study this part will be focused on the financial analysis of Banco Santander SA. based on performance ratios for the last 5 years and benchmarked against one of their main competitors in the United Kingdom- Barclays. In a good financial analysis of financial ratios should also be determined how the difference in policies of two similar banks (the policy can be conservative or aggressive) can impact their financial ratios.  The information for company’s profit is received from the calculations based on different kind of ratios. For the purposes of this case study will be used information from the financial reports of Banco Santander for the last 5 years. To make comparison between the main competitors it’s necessary to be calculated the same kind of ratios for Barclays. So when it’s used the same way of calculation for the ratios and it’s accurately calculated company’s profit it will be easier to make comparison and to evaluate which is a company worth investing. If the customers are satisfied from the service they receive in the bank offices then the business achieved its goals.  Comparing the results form calculated ratios from the different years and between the two public companies which are main competitors, will help to the investors to make informed decision in which company to invest, based on ratio analysis. The main financial information for the analysis will be predominantly income statements, cash flow statements and balance sheets which is part from the financial reports of the companies. For the purposes of this case study it’s necessary to be explained the calculated ratios their meaning and what they indicates as well. At the end of this coursework could be found the list of formulas and used ratios, shown at Appendix A at the end of the case study. 
Profits from provided financial and bank services of Banco Santander have been reduced by more than 20 % in the first quarter of 2018 as a result from increased level of inflation and  strong competition and increased provisions for bad loans.
The borrowers of the bank face difficulties to pay their monthly instalments. It’s very important the reason why the customers of the bank borrow loans. 
In month September 2014, Banco Santander announced publicly that there were negotiations to merge its asset management unit with that of Unicredit to create a European firm worth €350 billion in assets. In November same year, the bank acquired a 5.1 percent stake in Monitise Plc for £33 million. Three years later in 2017, Banco Santander purchased Banco Popular Español for a symbolic price of €1. 
To be made financial ratio analysis is necessary to be followed key steps using formulas for the calculations which are based on the information of financial reports- cash flow statements, income statements and balance sheets. From the calculation of the ratios will be made final judgement based on the produced information. For the purposes of the case study firstly is necessary to be shown what’s the company market positioning. After that it’s necessary to be calculated and analysed profitability, liquidity, gearing and efficiency ratios. As well the investment ratios will be researched along with Banco Santander’s dividend policy. 
There are some specifics and differences about analysing a bank financial statements that distinguish the analysing from most other kind of companies from another industries that investors compare. The first thing is that in bank financial statements there are no accounts receivables or inventory to gauge whether sales are rising or falling. The other important difference is that there are a few specific details of bank financial statements that include how income statement and balance sheet are usually laid out. When the investors understand how banks earn revenue and how to analyze what's driving that revenue, bank financial statements are relatively not difficult to grasp. 
The profitability ratios are a kind of financial measures that usually show the business's ability to earn  revenue, operating costs, balance sheet assets, and shareholders' equity over time, using data from a period under observation.


Banco Santander Annual Revenue(Millions of US$)

	2014
	2015
	2016
	2017
	2018

	45,029
	78,040
	75,580
	79,234
	80,790





From the Banco Santander annual revenue history and growth rate from 2014 to 2018 it could be made the conclusion that the amount of money which company receives from its customers in exchange for the sales of services significantly increased during thе period under review.
Basically gross profits and operating profits are driven by the sales of the company. Barclays results in terms of these profits are comparable and it’s shown in the chart below. 
Tabl.1 Sales, Sales Growth and market share of Banco Santander SA (2014-2018) and Barclays(2014) in billion $
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays 
2018

	Revenue
	45029
	78040
	75580
	79234
	80790
	28212

	Sales growth(%)
	13.93
	8.20
	-3.538
	9.3509
	0.1310
	-4.885

	Gross profit
	171.6
	128.13
	55.02
	204.9
	237.87
	176.78

	Operating profit
	44.39
	20.19
	-48.34
	93.52
	118.61
	64.72


Source: Annual financial reports of Banco Santander SA and Barclays
For the purposes of this case study firstly should be cleared what’s gross profit and operating profit and what’s the difference between it. Gross profit is the difference between net sales and cost of goods sold. The gross profit doesn’t include operating expenses so it doesn’t show the actual profit of the company.
Operating profit is a profit from business operations (gross profit minus operating expenses) before deduction of interest and taxes. During this year Banco Santander has very good evolution of lending with growth in all units except Portugal which was    reduced from leverage ratio. In this year is observed as well as growth in deposits, consistent with falls in the average cost mainly in developed countries. 
From the financial data shown above clearly can be seen that gross profit and operating profit reduced in 2015 due to lag in the global economy and challenging economic situation. In the same year the inflation rate in United Kingdom was close to 0% as well in Euro zone. The United Kingdom maintained the robust pace of growth (2.2%) as in 2014, accomplished by a decline in the jobless rate close to pre-crisis. In this challenging financial landscape due to different circumstances in the global economy from the financial data it’s clearly that for 2014 Banco Santander has much better financial results than one of it’s main competitors Barclays. 
Tabl. 2 Profitablity ratios of Banco Santander SA (2014-2018) and Barclays (2018)
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	Operating profit margin
	0.31526
	0.30294
	0.30064
	0.32272
	0.3419
	0.1064

	operating income
	14196
	23642
	22723
	25571
	27628
	4572

	revenue
	45029
	78040
	75580
	79234
	80790
	28212


According the financial dictionary the operating profit margin shows a profitability or performance ratio which is usually used to calculate % of profit a company produces from its operations, prior to subtracting taxes and interest charges. From the received results from the ratios for operating profit margin can be made the conclusion that the operating income and the revenue significantly increase after 2014. Compared with Barclays there is a big difference in the calculated ratios. In 2014 Barclays has lower revenue and significantly lower operating income than Banco Santander.


Tabl. 3  Profitability ratios of Banco Santander SA(2014-2018) and Barclays (2018)
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	Gross profit margin
	100%
	26.44%
	64.77%
	68.99%
	70.79%
	100%

	Gross profit
	42.92
	9,73
	48,95
	54,66
	57,19
	56

	Revenue
	42.92
	36.80
	75.58
	79.23
	80.79
	56


The financial dictionary defines the gross profit margin ratio as a % of sales (revenue) and it shows a bank's financial status and business model by revealing the amount of money left over from the revenue after deducting the cost of goods or services sold. From the provided financial data it’s clear that Banco Santander and Barclays the revenue of the companies is equal to the revenue of it so the gross profit margin for 2018 is 100%. After this year in 2015 there’s a significant difference between the gross profit and the revenue which are reduced and from 100% it is reduced to 26.44 %. After that in the period 2016-2018 the gross profit margin increased as a result of increased numbers of gross profit and the revenue.  Generally, the higher the gross profit margin the better. A high gross profit margin usually shows that the bank is able to manage well its cost of sales. It is indicator also that the bank has more to cover for operating, financing, and other costs.
Next ratios which will be calculated and the information will be analysed is liquidity ratios which help to be measured bank’s liquidity position. Liquidity ratios are an important class of financial metrics which determine a debtor's ability to pay off current debt obligations without raising external capital. Liquidity ratios are usually used to measure what’s the ability of the bank to pay its own debt obligations and its margin of safety through the calculation of metrics including the quick ratio, operating cash flow ratio and current ratio. For the purposes of this case study will be calculated cash ratio and current ratio and from the received information will be made analysis for the period 2014-2018 for Banco Santander and will be compared with the received data for the same ratios for bank Barclays for 2018. 
First it should be explained what shows current ratio and why is important to be calculated and analysed. The current ratio is a kind of liquidity ratio that shows if the company can pay easily its obligations which those due within one year.  It gives information to the analysts and potential investors what’s the company ability to maximize the current assets on its balance sheet to satisfy its current obligations and other payables.
Tabl. 4 Liquidity ratios of Banco Santander SA(2014-2018) and Barclays (2018)
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	current ratio
	 1.49
	1.41
	8.09
	1.3647
	 0.31
	1.50

	current assets
	1395
	1222.49
	1182.50
	1322.26
	307.98
	943.36

	current liabilities
	936.66
	865.17
	146.19
	968.87
	1004.84
	628.78


From the provided financial data it’s clear that in 2014 and 2015 the current assets are more than the current liabilities. Basically for high current ratio is considered anywhere above 1. If a company has high ratio which could be seen for Banco Santander between 2014-2017 that means that the bank is capable of paying their short-term obligations. The higher the ratio, the more capable the company. On the other hand, if the bank's current ratio is below 1, as it’s happened in 2018 this shows that the bank is not able to pay off their short-term obligations using cash because their current assets significantly decreased and their current liabilities increased as well. If the current ratio calculated for Banco Santander is compared with the same ratio for bank Barclays for 2018 it could be made the conclusion that both of them are capable to cover their short-term liabilities with cash as the value of the ratio is more than 1. 
The next liquidity ratio which will be calculated and analysed is cash ratio. The cash ratio  is liquidity  indicator which shows to analysts, and potential investors what’s the company's ability to pay off short-term obligations with its cash and cash equivalent. A ratio above 1 means that the company will be able to pay off its current liabilities with cash and cash equivalents, and have funds left over.



To demonstrate it’s necessary to assume this information was pulled in the table below:
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	Cash ratio
	 0.3808
	0.345
	1.73
	0.31
	 3.06
	3.51

	Cash 
	356 698
	299044
	252952
	301583
	307981
	481577

	current liabilities
	936.66
	865.17
	146.19
	968.87
	1004.84
	137136



From the provided information it’s clear that the cash ratio in 2016 and 2018 for Banco Santander is very good, the bank can pay off its liabilities on time because it has more available cash than current liabilities which is good indicator for investors, creditors and financial analysts. Barclays is with better cash ratio result so it’s clear that in 2018 the bank had better result in managing cash and current liabilities. Cash ratio also determines how much credit can be created from deposits. From the calculated ratios it’s clear that in 2014, 2015 and 2017 the cash ratio was around 0.3. These results are not good indication for the creditors. Usually cash ratio below 1 means that the bank needs more than just its cash reserves to pay off its current liabilities and the bank has potential short-term liquidity issues.
Next ratios which will be calculated and analysed are gearing ratios. First will be defined what measure gearing ratios. These financial ratios measure the proportion of shareholder's equity (or capital) to debt, or funds borrowed by the firm. Gearing is an indicator which measures  the entity’s financial leverage. This ratio also shows the degree to which a firm's activities are funded by shareholders' funds versus creditor's funds.
Gearing ratios are indicative of financial leverage that demonstrates the degree to which a company's operations are funded by equity capital versus debt financing. Gearing ratios are debt to equity ratio,debt to capital ratio, debt ratio, equity ratio and times interested earned. 
In this case study will be calculated and analysed debt to equity ratio and debt to capital ratios. 
First it should be explained what measures the debt to equity ratio. This kind of gearing ratio is very important metric in corporate finance which is used to evaluate a company's financial leverage and it indicates potential financial risk. It is a measurement of the degree to which a company is financing its operations through debt versus wholly owned funds. More specifically, it reflects the ability of shareholder equity to cover all outstanding debts in the event of a business downturn.
In other words, for every dollar in equity for 2014 Banco Santander has 2.34 dollars in leverage. A ratio of 1 indicates that creditors and investors are balanced with respect to the company’s assets. Its considered that the D/E ratio is very important financial indicator because it measures potential financial risk and shows it to the potencial investors and analysts. 
Tabl. 6 Gearing ratios of Banco Santander SA(2014-2018) and Barclays (2018)
	[bookmark: _Hlk6494798]Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	debt to equity ratio
	2,34
	4,04
	10,07
	3,81
	4,04
	5.17

	total liabilities
	279.41
	443.38
	1144.94
	460.83
	513.18
	887.01

	total shareholder's equity
	119.26
	109.66
	113.65
	120.75
	126.79
	171.73



From the provided financial data in the table above it’s clear that debt to equity ratio of  Barclays for 2018 is higher than this one of Banco Santander for the same year which means that for every dollar in equity Barclays has 5.17 dollars in leverage. For a good debt to equity ratio is considered to be between 1 to 1.5 The ideal debt to equity ratio is not equal for all industries because some industries use more debt financing than others. This indicator shows to the lenders if the bank is enough financially stable to make loan payments every month. And for the potential investors, this ratio indicates how big is the risk of investing in a company. If the debt to equity ratio is higher, that means that the investment is risky. So from the information above it’s clear that 2016 was riskier for the investors from one side but from another side it indicates an aggressive growth strategy by the bank because it has taken on debt. For investors, this means potentially increased profits with a correspondingly increased risk of loss. If the extra debt that the bank takes on enables it to increase net profits by an amount greater than the interest cost of the additional debt, then the bank should deliver a higher return on equity (ROE) to investors. Basically the reason for carrying higher amounts of debt from the banks is that they own substantial fixed assets in the form of branch networks.
The next very important indicator that will be calculated and analysed is debt to capital ratio. 
The debt-to-capital ratio measures the financial leverage of the bank and it shows to the analysts and potential investors what’s the financial structure of the company and whether or not to make the investment in it. The investment is riskier if all else being equal and the debt to capital ratio is higher. Thus, using total capital gives a more accurate vision of the company's health. While most companies are used to finance their financial operations through a mixture of debt and equity, looking at total debt or net debt of a company may not give an accurate picture of its financial health. Interest-bearing debt includes bank loans, notes payable, bonds payable, etc. Non-interest bearing debt includes accrued expenses, trade payable, etc.
Tabl. 8 Gearing ratios of Banco Santander SA (2014-2018) and Barclays (2018)
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	Debt to capital ratio
	70%
	80%
	90%
	79%
	80%
	99%

	total liabilities
	279.41
	443.38
	1144.94
	460.83
	513.18
	1512706

	total shareholder's equity
	119.26
	109.66
	113.65
	120.75
	126.79
	171.73

	total shareholder's equity+total liabilities
	398.67
	553.04
	1258.59
	581.42
	639.97
	1529879



Basicaly from a pure risk perspective as better debt ratios are considered lower ratios (0.4 or lower) but also it depends from the industry or business sector of the company so according different opinions of financial analysts for good ratio is considered to be between 0.4-0.6. So in this case the ratio for the last 5 years for Banco Santander and for 2018 for Barclays is more than 0.6 and not less than 0.7 which means that risk for the investors is higher. From the provided financial calculations in the table above is clear that Barclays has approx. 3 times more total liabilities than Banco Santander and even more total shareholder’s equity which makes Banco Santander better choice for investment according this indicator compared with its competitor but the both banks will need a stable cash flow and strong earning power and to reduce their debts. In this way they would reduce the financial risk and would attract more investors. If the banks go to bankrupt would be paid first on the debt holders- so in this case the stock holders are most at risk from a high value of this leverage ratio. Although there is a case in which the higher value of debt to capital ratio would be acceptable- if return on assets (ROA) is greater than interest payment on debt.
The last two ratios which will be calculated and analysed are from the group of efficiency ratios- asset turnover and fixed asset turnover. For the purposes of this case study is necessary to be clarified what’s efficiency ratio and what does it measure. The efficiency ratio or activity ratio is usually used to measure what’s the ability of  a company to turn assets into income. It  can calculate the turnover of receivables, the repayment of liabilities, the quantity and usage of equity, and the general use of inventory and machinery. This ratio is very good indicator  to track and analyze how well commercial and investment banks manage their assets. It is very important indicator for the banks.
A lower efficiency ratio means that a bank is operating better.
An efficiency ratio of 50% or under is considered optimal. If the efficiency ratio increases, it indicates that a bank's expenses are increasing or its revenues are decreasing and should be made changes in management  of the expenses and to be explored what’s the reason for the decreasing of the revenue. 



	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	asset turnover 
	0.0267
	0.0524
	0.051
	0.04853
	0.0468
	0.0186

	total assets
	1,683,287
	1,488,225
	1,481,876
	1,632,498
	1,723,399
	1512706

	revenue
	45029
	78040
	75580
	79234
	80790
	28212



An asset turnover ratio for of 0.0468 for 2018 means that every $1 worth of assets generated $0.0468 worth of revenue. Comparing the same ratio for Barclays it indicates that the main competitor generated more than twice lower worth of revenue in dollars. 
 The efficiency of bank performance can be indicated by the higher the asset turnover ratio. It’s makes more attractive investment for investors. The lower asset turnover ratio of a bank usually indicates that the assets are not used efficiently to generate revenue. In this case for increasing the asset turnover it could be recommended to increase the revenue as offering new bank products, better interests for loans and savings accounts to attract more customers, to improve the efficiency, to sell assets, accelerate collections and so on.
According the conception fixed asset turnover is indicator which gives information what proportion of the revenue is generated from fixed asset investment. It’s very useful ratio for bank industry because it is usually used for capital- intensive companies like banks. Generally the higher fixed asset ratio, the more effective the company’s investments in fixed assets have become and indicates that the bank spent less money in fixed assets for each dollar from the revenue. Whereas, a declining ratio indicates that a company has over-invested in fixed assets. Fixed asset turnover provides very useful information for both investors and management about whether or not a company is becoming more efficient in the use of its fixed assets by comparing its value with its historical records or industry average. As the ratio for different industries is different, the investors should compare a bank’s fixed asset turnover ratio to other banks competitors. The higher fixed asset turnover ratio compared with its competitors indicates that the company is using its fixed assets to generate revenue better than the other companies from the same sector.

Tabl. Efficiency ratio Fixed asset turnover Banco Santander (2014-2018) and Barclays (2018)
	Banco Santander
	2014
	2015
	2016
	2017
	2018
	Barclays (2018)

	Fixed asset turnover
	 0.00339
	 0.065
	 0.0615
	 0.05953
	 0.05707
	 0.0273

	Revenue 
	45029
	78 040
	75580
	79234
	80790
	28212

	Fixed assets
	 1326589
	 1189181
	 1228924
	 1330915
	 1415418
	 1031129



Part C
For the purposes of the case study will be compared two projects A and B and will be calculated the payback period for them. 
	
	Cashflow
	
	Cashflow
	

	year
	Project A
	
	Project B
	

	0
	-85
	
	-90
	

	1
	10
	-75
	25
	-65

	2
	20
	-55
	30
	-35

	3
	40
	-15
	35
	0

	4
	55
	40
	40
	

	summary year 1-4
	125
	
	130
	

	difference between summary years 1-4 and year 0
	40
	
	40
	

	Payback period for project A is 3, 27 years
	
	
	Payback period for project B is 3 years
	



So in this case it’s clear that the better project is definitely Project B because for will be paid out in shorter period of time. So it’s worth to invest in project B. 
Calculating NPV for project A and for project B
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	Cashflow
	
	Cashflow
	

	year
	Project A
	
	Project B
	

	0
	-85
	85
	-90
	90

	1
	10
	9.0497
	25
	22.62

	2
	20
	16.39
	30
	24.59

	3
	40
	29.629
	35
	25.93

	4
	55
	36.89
	40
	26.83

	NPV
	
	6.96
	
	9.97

	summary year 1-4
	125
	91.96
	130
	99.97



From the provided calculations above is definitely better alternative to be chosen project B because it is with better NPV. 
Net Present Value shows what’s the difference between the present value of cash inflows and PV of cashoutflows over the time frame. NPV is important part of investment planning and helps in capital budgeting to be chosen the project which would be better investment. Basically the project with positive NPV is considered as profitable. When there are two projects with positive NPV it should be selected this one with higher NPV. If the project is with negative NPV should be rejected because it will result in net loss. 

Calculation of IRR Internal Rate of return 

	
	Cashflow
	Cashflow

	year
	Project A
	Project B

	0
	-85
	-90

	1
	10
	25

	2
	20
	30

	3
	40
	35

	4
	55
	40

	IRR
	13%
	15%



After comparing the both project the right choice in this case would be Project B because IRR for it is higher with 2% than IRR of Project A. 
Internal rate of return calculates the profitability of potential investments and rely on the same formula as NPV does. The main result that this calculation of IRR achieves is to give an idea to the general manager which project would generate more return in the period under observation. For the general manager is important to choose this project which is with higher IRR and next step would be to reject the project with lower IRR because the second one wouldn’t add value to the bank. 

Calculation of ARR Accounting rate of return 

	
	Cashflow
	Cashflow

	year
	Project A
	Project B

	0
	-85
	-90

	1
	10
	25

	2
	20
	30

	3
	40
	35

	4
	55
	40

	Average cash flow
	31.25
	32.5

	Depreciation
	-21.25
	-22.50

	Average Income
	10
	10

	Average investment
	42.5
	45

	ARR
	24%
	22%



The accounting rate of return is very helpful metric used in capital budgeting which determines the annual rate of return of a project and helps to the general manager when it should be chosen a profitable project for investment. In this case it should be chosen project A because it is with higher rate of return.  
With the global banking stock market having experienced a period of weakness over last year, it’s perhaps easier now to unearth cheap shares. After all, stock prices are generally lower, and this could mean there are wider margins of safety on offer. It seems this is the case with Banco Santander. The global banking stock has recorded a 28% decline in its share price in the last year, which suggests that investors are pricing in the impact of potential risks facing the business. It’s really impressive growth outlook which could generate high returns in the future which is not valid for all stocks.
Margin of safety

With the uncertain outlook of the world economy, now could be a good time to consider the investment prospects of Santander. Certainly, after its poor share price performance over the last year, it may experience continued paper losses in the short run. There are additional risks such as a rising US interest rate, slowing China growth and the potential for a global trade war which could hurt its financial prospects to a significant degree. But its share price now seems to offer an equally significant margin of safety.
For example, Santander has a P/E ratio of around 7 which suggests that investors may have priced in challenges for the world economy that may not materialise over the medium term. Its dividend yield of 6.2% appears to be very affordable given its earnings forecasts, due to be covered 2.3 times by profit in the current year. And with its bottom line expected to rise by 9% this year, its strategy appears to be working very well.
According the forecast for the world economy it should grow by 3.5% in 2019 which suggests that Santander’s shares could be a surprisingly sound recovery option. With a low valuation, income potential and a bright earnings outlook, the stock may be underrated by investors at the current moment.
Conclusion
According the financial analysis Banco Santander’s is a company worth investing in at the current share price because  the optimistic prospect is encouraging for the bank, which is very good indicator that it’s worth diving deeper into other factors such as the strength of its balance sheet, in order to take advantage of the next price drop. 
In the previous few years Banco Santander significantly increased its revenue and expanded its business overseas achieving serious growth through investments and merger and acquisition transactions. According to the provided financial data Santander reported total assets worth of approx. 1266.3 billion euros in 2014 and reached growth to over 1.44 trillion euros by 2017. The financial data indicates that Banco Santander is better choice than Barclays for both conservative investors which have to make a decision in which company to invest when looking for growth industries. Usually the future forecasts from financial analysts are made for the next 3 years there are real chances Banco Santander to continue growing up according to the key financial performance indicators calculated in this case study. It should be mentioned that if Banco Santander continues to grow in the next years that would reflect on the stock’s price. It would be good investment decision for one investor to choose Banco Santander and it’s better to do it as soon as possible because there’s a high probability the price of the shares to continue grow up in the future and would make very good profit. 
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Formulas
Appendix 1
Operating profit margin=operating profit/total revenue
Gross profit margin=Gross profit/revenue x100
Current ratio=current assets/current liabilities 
Quick ratio=current assets-inventory/current liabilities
Debt to equity ratio= total liabilities/total shareholder’s equity x 100
Debt to capital ratio= total liabilities/ total liabilities+ total shareholder’s equity x 100
Asset turnover=total revenue/
Fixed asset turnover=Revenue/Fixed assets

Payback period= Initial investment- opening cumulative cash flow/closing cumulative cash flow-opening cumulative cash flow


	        C1       C2         C3           Cn
NPV= – I0 + _____ + _____ + _____ + . . .+ ____
	            (1+r)    (1+r)2   (1+r)3      (1+r)n


IRR = R1 +  NPV1 × (R2 – R1)
                    (NPV1 – NPV2)

ARR = average annual profit / average investment



​Cash ratio=cash/current liabilities




image1.png
Cash
Current Liabilities

Cash Ratio =




image2.png
Cash
Current Liabilities

Cash Ratio =




