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Introduction 
Financial performance management refers to the strategic process of monitoring, controlling, and evaluating financial resources to attain a specific business goal. Every organisation requires finances to acquire physical resources, conduct production activities, and other operational activities (Augustyn et al., 2021). Eventually, effective financial management assures businesses to make strategic investments in resources and opportunities in such a manner that the returns obtained are higher than the financing cost. However, the actual problem that withstands is the effective utilisation of the capital by means of financial planning and controlling (Liu et al., 2022). The current report delves into the financial performance evaluation of General Motors and the feasibility of the investment opportunities for the firm. The comparison of the firm with its potential competitor Ford Motors has been done to aid in determining the financial strengthening of the firm in the competitive market. 
[bookmark: _mzc7uca7j6wc][bookmark: _Toc163230855]Part A: Background of the Company 
Industry review
General Motors is a prominent American based- automobile manufacturing firm that engages in the designing, production, and sales of trucks, cars, and automobile parts. The firm even offers automotive financing services from the General Motors financial firm (Forbes.com, 2024). The company was founded in the year 1908 with its headquarters located in Detroit, Michigan. The company mainly operates through four segments GM International, Cruise and GM Financial, and GM North America. The employee strength of the company in the financial year 2023 was 97,012. 

[image: ]
[bookmark: _Toc164762693]Figure 1: Revenue of the company in the last 10 Years
(Source: Statista.com, 2024)
The revenue generated during the financial year 2023 has been 171.84 billion with a remarkable increase from 156.7 billion observed during the year 2022. A significant increase of 9.63 billion has been acquired with 3.4% in the market outside of North America (Statista.com, 2024). 
Business Model 
The company operates in a business model that manufactures premium quality automobiles, a diverse vehicle portfolio, and innovation. It mainly abides by the generic strategy that is based on Porter’s model that increasingly focuses on cost leadership (Globaldata.com, 2024). The model aids in creating a competitive advantage on the basis of the low cost of products. The firm even offers leasing and financing options to customers by means of financial services and GM financial sectors (Annualreports.com, 2023). It allows the firm to purchase and lease vehicles with the payment plans. The company operates within a diverse business model and has efficient manufacturing capabilities and a global supply chain that allows it to develop economies of scale for production and product development. 
Market place
The firm has a substantial presence within the pivotal automobile market across the globe inclusive of China, Europe, North America, and emerging markets. 
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[bookmark: _Toc164762694]Figure 2: Revenue of the firm region-wise
(Source: Statista.com, 2023)
During the financial year 2023, General Motors generated around 157.7 billion in terms of revenue and sales from the prominent automotive sector. The figure compared to 143.97 billion during the year 2022 (Statista.com, 2023). The sector of the North American region contributes to 141.5 billion in the overall automotive sector. 
Major Competitor
The major competitors of General Motors are Toyota Motors, Ford Motors Company, Volkswagen Group, Tesla Inc, Hyundai Motor Group, and Honda Motors. The competitors with other regional players as well as new entrants highly contribute to the competitive landscape of General Motors. 
Major events in the past five years
During the financial year 2019, General Motors announced a strategic partnership with Rivian Motors, an electric vehicle start-up with an investment of $ 500 million in the firm. In the year 2020, the firm accelerated its efforts in EVs and announced plans for introducing the electric GMC (Annualreports.com, 2023). This has been a strategic entry mark of the firm in the electric pickup trust sector as well as expansion of the EV lineup and competition with the prominent competitors with Tesla and other manufacturers. During the year 2021, the company severely faced challenges because of the global semiconductor shortage. This led to high-level disruption in the production schedules and closures of plants affecting the vehicle revenue and deliverables (theverge.com, 2021). During the financial year 2022, the company formed strategic partnerships for advancing autonomous and electric vehicle initiatives (Annualreports.com, 2022). It involved strategic collaborations with tech firms, automotive manufacturers, and start-ups to leverage expertise and acceleration of resources. In the year 2023, GM launched the Ultrium platform which is a flexible electric vehicle for underpinning a vast range of electric vehicles across multiple brands. 
[bookmark: _u8zfze21pqhq][bookmark: _Toc163230856]Part B: Critical evaluation of the firm’s financial performance
Financial performance analysis aims to determine the financial and operational constraints of the firm with the evaluation of the financial statements and accounting methods used. Based on the research work of Kumara and Abhilash (2015), the automobile is regarded to be the most essential sector for the development of the economy. The core purpose behind the financial performance evaluation of General Motors is to utilise the firm’s performance for fetching opportunities and directing organisational improvements. For obtaining the financial performance overview of General Motors the financial ratios for the prior five years have been computed from 2019 to 2023. The four major categories of ratios namely profitability, liquidity, gearing, and efficiency ratios. 
[bookmark: _oollinrlhpib][bookmark: _Toc163230857]Computation of the ratios for the past five years
Profitability Ratios- The ratio measures what percentage of growth a firm earns relative to sales, profits, and assets for its own capital. Based on the views of Jihadi et al., (2021), the ratio indicates the ability of the firm to manage assets and generate revenue from them. The ratios offer insights into how effectively a firm utilises its resources and generate value for creditors, management, and investors to assess the financial performance. 
[image: ]
[bookmark: _Toc164762695]Figure 3: Profitability ratio of General Motors
(Source: Self-created)
The graphical representation illustrates the profitability performance of General Motors from the year 2019 to 2023. It can be obtained that the ROE has risen from 15% to 16% in the years 2019 to 2023. As mentioned by Uwah et al., (2023), the higher ROE denotes the better performance of the firm and it is able to generate more profits with a lower amount of equity investment. On top of that, it can be seen that the ROE of the firm has been higher during the financial year 2021 with 17%. The ROE performance from 2019 to 2023 has been 15%, 14%, 17%, 15%, and 16% respectively. It can be seen that the ratio has been in a fluctuating trend over the years. According to the reports of Bloomberg.com (2024), the company highly relied on the North American division where the sales of the truck and sport utility vehicles tend to stay lofty. 
The company even expects a capital expenditure of about $ 10.5 billion to $ 11.5 billion which is considerably lower than the estimates owing to the slowdown of the electric vehicles projects. Apart from this, the OPM of the firm has been evaluated which seems to be decreasing in 2023 compared to 2022. However, the ratio is improved from 2019 where it stood at 4%, and transitioned to 5% in the year 2023. Nevertheless, the ratio in the financial year 2021 and 2022 has been at its peak which is 7%. 
Liquidity Ratios
These are financial metrics that gauge the ability of the firm to meet short-term obligations by easily converting its assets into cash and cash equivalents. Based on the views of Kalbuana et al., (2022), liquidity ratios are essential to determine the short-term ability of the firm to manage short-term considerations and enhance financial stability. The higher the ratio the better the financial performance of the company is evaluated to be. 
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[bookmark: _Toc164762696]Figure 4: Liquidity Ratios
(Source: Self-created)
The above graph presents the liquidity performance of General Motors and depicts the relationship between current assets and current liabilities. As per the view of Pattiruhu and Paais (2020), maintaining an adequate balance between current liabilities and current assets that are crucial for tackling liquidity efficiently. The current ratio has been calculated by dividing the current assets by the current liabilities. The ratio has increased from 0.88 times to 1.08 times from 2019 to 2023 (Yahoo.com, 2023). During the financial year 2021, the ratio was 1.10, in 2020, it was 1.01 and in 2019 it was 0.88 times. 
The rise in the ratio states that the company has integrated more efficient cash management strategies during the period which resulted in increasing levels of “cash and cash equivalents”. However, the ratio slightly measured a decrease in 2023 as compared to 2022 which changed from 1.10 to 1.08. Although the ratio is not substantially weaker or has considerable variances. The current assets of the company have increased from 74, 992,000 in the year 2019 to 101618000 in the financial year 2023. On the other hand, the current liabilities of the company have increased from 84905000 in the year 2019 to 94445000 in 2023. The significant transition has created major changes in the liquidity performance of the firm. 
The Quick ratio of the GM has been calculated which shows that there has been improvement in the performance. It is clearly observed that the ratio has increased from 2019 to 2023 from 0.76 times to 0.90 times indicating a higher rate of liquidity and ability to mitigate the short-term liabilities. The ratio during the financial year 2019 to 2023 has been 0.76, 0.88, 0.93, 0.93, and 0.90 times respectively (Yahoo.com, 2023). Nevertheless, the transition of the ratio from 2022 to 2023 by 0.03 going downwards is to be taken into focus. The changes could be due to optimisation in the inventory management and account payment process that led to the change. Furthermore, in line trend, the current liabilities of the firm have even increased with time as compared to current assets. 
Efficiency Ratios
Efficiency ratios even called activity ratios measure how efficiently the firm is using its liabilities and assets for generating revenue and profits. Based on the ideology of Bintara (2020), with the proper analysis of the ratio stakeholders are able to evaluate the effectiveness of the firm’s operations and evaluate the areas that need improvements. The ratio enables the firm to benchmark its performance with the industry average and competitors. By doing so the firm will be able to make up points and analyse areas where they are excelling or lagging and required to incorporate strategies for effective performance (Bătae et al., 2020). 
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[bookmark: _Toc164762697]Figure 5: Efficiency ratio
(Source: Self-developed)
The above graph denotes the efficiency performance of the company for the past five years. In the financial year 2024, the CEO of the firm plans to reduce the cost and sales of Electric Vehicles to 250000 in the year 2024 (Annualreports.com, 2023). The efficiency ratio of the firm has been determined using the “Inventory turnover period” and “Trade receivables period”. The inventory turnover period of GM has been 9.28 in 2023 as compared to 10.64 in the financial year 2019. Furthermore, the ratio during the years 2020, 2021, and 2022 has been 10.63, 8.40, and 8.83 respectively. Based on the research work of Pattiruhu and Paais (2020), the decrease in the inventory turnover ratio is beneficial for the firm. It indicates that the company is taking less time to sell off its inventories and rapidly convert them into cash. As a result of the decreasing number of days, the company is capable of enhancing its liquidity and ability to make higher capital investments in other areas as well. 
The trade receivable period of the company during the year 2019 was 88.93 which changed to 109.29 in the year 2023. Based on the ideology of Nariswari and Nugraha (2020), an increasing ratio is that the cash valuation of the firm is tied with accounts receivables for an increasingly longer period before being collected. Thus, as a negative implication of this, the firm might face cash flow constraints making it incredibly challenging to mitigate the financial obligations and make strategic investments in growth prospects. The ratio during the year 2020 to 2022 has been 102 days, 97.84 days, and 109 days respectively. 
Gearing Ratios
Gearing ratios are even termed leverage ratios that measure the extent to which the operations of the firm are financed in terms of debt and equity. As mentioned by Kalbuana et al., (2022), the ratio allows creditors, investors, and management to assess the financial risk of the firm. The obtainment of the gearing ratio offers insights into the financial structure, equity, and risk profile for meeting the financial obligations. The lower the ratio the lower the financial risk of the company is observed to be during the financial year (Augustyn et al., 2021). 
[image: ]
[bookmark: _Toc164762698]Figure 6: Gearing Ratio
(Source: Self-created)
The “Debt to equity” ratio of the firm has been determined for the firm during the financial year 2019 to 2023. The ratio has decreased over the years from 2.23 in 2019 to 1.91 in the year 2023. The debt amount of the company has increased in 2023 to 122648000 as compared to 102676000 in the year 2019. Thus, the equity valuation of the firm has equally increased over the years from 45957000 in 2019 to 64286000 in the year 2023 (Yahoo.com, 2023). The ratio in the year 2020 was 2.46 times which decreased to 1.85 times in 2021 and 1.71 times in 2022. Although the ratio of the company has been better than in 2019, still the performance has exhibited symptoms of higher financial risk in 2022 as compared to 2021 with an increase in ratio by 0.20 times.
Moving on to the “interest coverage ratio” which is calculated with the help of the formula operating profit/ interest expense. The ratio has increased from 7 times in 2019 to 10 times in the year 2023. Furthermore, going ahead the ratio remains equal for the prior three years (Yahoo.com, 2023). Thus, the ratio depicts that the firm is highly financed by equity sources of financing instead of debt financing. Furthermore, the company has a generous amount of earnings for covering the interest obligations comfortably (Rahmiyanti and Nugroho, 2020). The increasing ratio tendency indicates that the firm has a higher level of flexibility to obtain growth opportunities. 
[bookmark: _Toc163230858]Comparison of the firm with its major competitor based on the financial ratios
In the current competitive business environment, any organisation is required to conduct a comprehensive financial performance analysis by focusing on past financial health as well as the competitor's financial status to take corrective actions. As discussed by Alarussi, (2021), financial performance analysis of an organisation from different perspectives and points of view such as profitability and liquidity not only highlights areas of weakness and strength but also suggest possible steps for addressing identified challenges and financial obstacles. A comparison of the financial health of General Motors has been conducted by considering the financial status of its core competitor Ford Motors for over the last 5 years under four different financial ratios.
Profitability performance comparison
[image: ]
[bookmark: _Toc164762699]Figure 7: Comparison of Profitability performance
(Source: Self-created)


It has been observed that the role of General Motors has been quite better over the last 5 years as compared with its competitor Ford Motors. As the ROE of the company will exist at 16% in 2023 whereas its competitor will be able to maintain ROE at 10%. However, Ford Motor has achieved the highest ROE in the last 5 years of financial health in 2021 at 37%. Apart from this, the operating margins of any organisation reflect how much an organisation generates revenue and controls its operating cost. As opined by Alhassan and Islam, (2021), the operating ratio of General Motors has been estimated at 5% for 2023 which has been having a straight line in the last 5 years which indicates that the company has maintained a stable operating margin. Nevertheless, it has been suggested that companies should maintain more than 15% to achieve a positive profitability ratio. However, the operating margin of its competitor Ford Motors will fluctuate at 3% in 2023 which will increase from 0% in 2019 to -3% in 2020. It indicates better performance ability of the company. 
Efficiency performance comparison
[image: ]
[bookmark: _Toc164762700]Figure 8: Comparison of Efficiency performance
(Source: Self-created)

The efficiency performance of any business organisation mainly depends on how much an organisation efficiently maintains its relationship with key stakeholders as well as considers financial benefits (Rashid, 2021). In the current case scenario, the efficiency and health of both organisations are compared by using the inventory turnover period and trade receivable period. The inventory turnover period of both organisations has been stable at around 9 days to 14 days. However, General Motors has maintained a low inventory turnover period as compared with its competitors. Apart from this trade receivable period of any business organisation reflects how much an organisation efficiently collects its credit sales amount from debtors. The trade reusable period of general motor has been flex fitting between 109 days in 2023 which has been slightly increased from the last 5 years whereas its competitor for motor has suffered from a slightly high receivable turnover period of around 128 days in 2023 which has been slightly decreased from last 5 years. Therefore, it has been observed that both organisations have better inventory turnover periods and nevertheless suffer from high trade receivable periods which may reduce their operating capital capacity as well as financial strength.
Liquidity performance comparison
[image: ]
[bookmark: _Toc164762701]Figure 9: Comparison of Liquidity performance
(Source: Self-developed)
The liquidity health of any business entity is quite important for managing their regular and day-to-day business operations and paying short-term obligations to their creditors and suppliers (Zaitoun and Alqudah, 2020). The current ratio of General Motors has been slightly increased to 1.08 times in 2023 whereas Ford Motors has maintained a current ratio of 1.20 times for the last 5 years. On the other hand, the quick ratio of both organisations is quite better as it has fluctuated around an ideal quick ratio of 1 time. However, it has been observed that Ford Motor has maintained better liquidity performance as compared with its competitor General Motors.
Financial gearing performance comparison
[image: ]
[bookmark: _Toc164762702]Figure 10: Comparison of Gearing performance
(Source: Self-developed)
The financial gearing performance of General Motors is quite better as compared with its competitor Ford Motor (Effiong and Ejabu, 2020). Debt equity ratio of General Motors has been fluctuating around 1.91 Times which is low compared with its competitor Ford Motor. Apart from this, the interest coverage ratio of General Motors is also better with the highest interest coverage ratio obtained in 2023 whereas its competitor has maintained the highest interest coverage ratio of 5 times in 2022 which has been reduced to 4 times in 2023. Overall, general Motors has maintained better financial health from different perspectives compared with its competitive Ford Motor. As discussed by Wuave et al., (2020), the main reason behind the better financial performance is high revenue growth, and effective business operations which optimise resource allocation and control over all manufacturing and operation costs. Apart from this, both organisations have suffered from high receivable turnover periods which may reduce their overall financial strength by limiting their cash reserves.
[bookmark: _Toc163230859]Recommendation on enhancing the financial management of the firm
Based on an analysis of the financial health of both organisations it has been noted that General Motors has maintained better financial performance compared with its competitors never the list required to consider some key areas like low operating margin and ROE ratio. As suggested by AL MOMANI et al., (2021), General Motors is required to increase its existing revenue by implementing digital and targeted marketing strategies to attract more consumers towards business operations. Apart from this, the company is also required to select alternative suppliers of resources and ensure favourable terms and prices which may reduce overall manufacturing costs and report expenditure (Sogomi et al., 2022). As a result, the company can increase overall business revenue and reduce costs which may result in high profitability. In addition, the company is also required to increase its castles as well as reduce current obligations to improve overall liquidity performance which may assist in attracting more suppliers and investors to engage with the organisation's business process. However, the general motor has a better interest coverage ratio nevertheless required to reduce its debt capital to maintain a balanced capital structure. These steps not only exist to reduce depth capital but also to maintain sustainability in capital structure.
[bookmark: _9v5cug2h2jy3][bookmark: _Toc163230860]Part C: Determination of investment opportunities
[bookmark: _pvn13j8klwvd][bookmark: _Toc163230861]1. Suggestion on new investment opportunities
Investment is a key financial aspect that needs to be considered by any business organisation at its initial stage to arrange the necessary environment and process for performing business operations around targeted business locations (Dai et al., 2022). In the current digital business landscape, each business organisation significantly invests in innovative technology and Research and development to innovate unique products and services to acquire a better competitive advantage in the business industry. The current sections are also focused on a detailed analysis of the financial feasibility and availability of two proposed projects. The company has invested in innovating and developing new automobile parts and digital sensors to enhance the effectiveness and premium features of its vehicle product. However, the company has an investment opportunity such as Proposal A needs to invest in 5000 whereas in the proposal the company is required to invest around 1000. The project has an expected project life cycle of 4 years after that the project will be completed or closed by the organisation.
Net present value
NPV is the economic worth of any project which depends on initial investment and total cash inflow in the entire project life cycle. As opined by Agung and Zuhri, (2023), NPV reflects how much a project is worth or how financially benefited an organisation is after recovering its entire initial investment. This investment appraisal technique is considered by an organisation while focused on optimising overall project work and organisational value. NPV of project Proposal A has been estimated at 0.57 after deducting the total initial investment from the total cash inflow in the entire project life cycle. However, the NPV of Project B has been estimated at 1995.67. NPV of both projects has been estimated at a discount rate of 0.75% which is too low from the perspective of current economic uncertainty and business dynamics [Referred to appendix 1].
Payback period
The payback period of any project reflects the minimum time required by investors as well as a project manager to recover the initial investment (Sinaga et al., 2023). A project should have a payback period longer than its project life cycle to recover any cell investment within the inter-project life cycle. From the current perspective, the company will require 2 years and 5 months to recover its initial investment while considering Proposal A for business expansion. Apart from this period of the project has been estimated at 7 months which is too low as compared with the payback period of project a. It has been noted that the company was able to recover the initial investment earlier in the project due to low initial investment as well as better caste inflow in the entire 3 years [Referred to appendix 1].
Average rate of return
The average rate of return of any project mainly depends on a misal investment and aggregate cash inflow in the entire project life cycle (Huang et al., 2022). As initial investments of both projects are significantly different compared with each other which may make a significant difference in their ARR. The ART of Proposal A has been estimated at 1.16% which is too low compared with an ideal ARR of 15 to 20%. Apart from this, the ART of Proposal B has been calculated at 203.00% after considering investment and cash inflow or cash outflow in the entire project life cycle [Referred to appendix 1].
After considering these three investments of result parameters of both proposals it can be concluded that Proposal B is more suitable for a company to make such an investment. As in Proposal B, the company can generate a positive NPV value which is economically beneficial for the company as well as recover in a Cell investment within 1 year which reflects this project is less risky. However, the art of Proposal B is also too high as compared with Proposal A witch as compared with Proposal A witch as compared with Proposal A which makes it more viable as compared with Proposal A.
[bookmark: _nbsux8isuhwp][bookmark: _Toc163230862]2. Comment on investment viability under new assumptions
It has been expected that the initial investment of both project proposals will be increased by 10% as well as entire gas inflow or outflow will decline by 10%. This case scenario will hurt the overall financial visibility and viability of both projects. After considering this assumption it has been observed that the NPV value of Proposal A has declined to a negative value of -999.49 for Proposal A however Proposal B will also experience a declined NPV value of 1596.11. in addition, the average rate of return of Proposal A has been estimated at -17.23%. On the other hand, the ART of Proposal B has been estimated at 147.91% which is still high compared with the ideal IRR rate which makes it more viable for engagement as compared with other investment opportunities for the company [Referred to Appendix 2].
After considering the current assumptions it has been suggested that the company should take corrective actions to mitigate these possible challenges for the current purpose project. As argued by Sarasmitha and Utami, (2023), the company can identify alternative suppliers for different components and resources used in the project. On the other hand, the company can also adopt effective product promotion and efficient operating processes for the project which may be assisted to avoid a chance of a decline in overall cash inflow for the project in the future.
[bookmark: _yqe3cmz2cm2k][bookmark: _Toc163230863]3. Advantages and shortcomings of the PBP, ARR, and NPV techniques
	Evaluation Technique
	Advantages
	Shortcomings

	Payback Period (PBP)
	●      Simple to understand and calculate.
●      Emphasises liquidity by indicating the time taken to recover the initial investment.
●      Useful for projects with high-risk or uncertain future cash flows
	●      Ignores the time value of money, leading to incomplete analysis.
●      Doesn't consider cash flows beyond the payback period, neglecting long-term profitability.
●      Doesn't consider profitability, making it inadequate for assessing overall project value.
 

	Accounting Rate of Return (ARR)
	●      Easy to calculate and interpret.
●      Provides a percentage return, making it comparable across projects.
●      Consider the entire stream of accounting profits over the project's life.
	●      Ignores the time value of money, leading to inaccurate profitability measurement.
●      Relies on accounting profits, which can be manipulated through accounting practices.
●      Doesn't consider cash flow timing or project risk.

	Net Present Value (NPV)
	●      Consider the time value of money by discounting cash flows.
●      Incorporates all cash flows over the project's life, providing a comprehensive view.
●      Reflects the project's impact on shareholder wealth maximisation.
●      Allows for easy comparison of projects by comparing NPVs.
	●      This may result in complex calculations for projects with multiple cash flows.
●      Doesn't account for the scale of the project, leading to potential bias in favour of larger projects.
●      Doesn't provide insight into the project's risk or liquidity.


Table 1: Advantages and shortcomings of the PBP, ARR and NPV techniques
(Source: Irwanto, 2022)
[bookmark: _ls07jtfcpp1v][bookmark: _Toc163230864]4. Overview of non-financial factors management needs to consider
There are different non-financial aspects which significantly influence the financial benefits and initial investment of the project. The financial performance of any project manual depends on business activities as well as changes in cost and expenditures due to inflation and demand in the global market.
Market demand and competition: demand of product and competition in which organisations operate. For example, General Motors operating in the automobile industry may experience no demand for products that the current proposal has proposed as well as competition may also increase (Sokolov, 2023). Therefore, the company will experience low cash inflow in the future as compared with forecasted at the current time which may reduce the overall NPV value and financial viability of the project.
Technology Trend: in the current cutting-edge market each organisation focuses on innovating and implementing effective technology and solutions to enhance the overall satisfaction of targeted consumers at the global level. Apart from this, the company will also face challenges while its competitors such as Ford Motor innovate similar products or features for their automobile products and provide them at more affordable and cheapest prices, the company will face a price war for the product and be required to reduce the overall price of its product which decline overall cash inflow or business revenue as compared with the company expected. Therefore, technology trends are also a significant influencer to any project whether related to technology or not.
Regulatory environment: government regulations and norms also influence overall project performance by changing standards and laws regarding products and features. Any organisation is required to comply with all regulations and rules of government while engaged in any project related to innovation or manufacturing of the product (Huang et al., 2023). Therefore, Government regulations and dynamic policy features can also have a negative impact as well as a positive impact on the overall project by influencing its manufacturing and specification.
These are the potential external or non-economic aspects that are required to be considered by General Motors while considering any investment opportunity in the future. However, among all aspects, inflation and demand and supply of products are key drivers of overall project outcomes.
[bookmark: _vi385b7mdjha][bookmark: _Toc163230865]Conclusion 
The entire conclusion can be drawn from the financial performance evaluation of General Motors for the past five years. The overall performance of the company is stated to be better in terms of profitability with ROE being higher in 16% from 14% in the year 2019 to 2023. However, the operating profit margin of the company tends to be fluctuating over the years. It denotes that the firm has maintained a moderate level of profitability in its financial operations. However, there is still some sort of scope for performance improvements. Moving ahead to the efficiency ratio both the ratio conducted moderate levels of efficiency in collecting receivables and inventory. The liquidity ratios remained stable with the ratios remaining above the threshold limit of 1.0 depicting adequate short-term ability of the company. Moving ahead the gearing ratio of the company is supposed to be better as it has lower financial risk.
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	Investment Proposal A in Normal Case 

	NPV. Payback, ARR, IRR Calculation 

	Years
	Cash Flows 
	Discounting Factor @10%
	Discounted Cash Flows

	0
	-£      5,000 
	1.00
	-£               5,000 

	1
	 £      2,500 
	0.99
	 £               2,481 

	2
	 £      2,000 
	0.99
	 £               1,970 

	3
	 £      1,000 
	0.98
	 £                  978 

	4
	-£         442 
	0.97
	-£                  429 

	Costs of Capital
	0.75%

	Payback (Years)
	2.5

	Net Present Value
	 £                 0.57 

	ARR
	1.16%



	Investment Proposal B in Normal Case 

	NPV. Payback, ARR, IRR Calculation 

	Years
	Cash Flows 
	Discounting Factor @10%
	Discounted Cash Flows

	0
	-£      1,000 
	1.00
	-£      1,000 

	1
	 £      1,500 
	0.99
	 £      1,489 

	2
	 £      1,000 
	0.99
	 £         985 

	3
	 £      1,000 
	0.98
	 £         978 

	4
	-£         470 
	0.97
	-£         456 

	Costs of Capital
	0.75%

	Payback (Years)
	0.7

	Net Present Value
	 £ 1,995.67 

	ARR
	203.00%




[bookmark: _Toc163226718][bookmark: _Toc163230870]Appendix 3: Investment Proposals in Assumption case
	Investment Proposal A in Assumption case 

	NPV. Payback, ARR, IRR Calculation 

	Years
	Cash Flows 
	Discounting Factor @10%
	Discounted Cash Flows

	0
	-£      5,500 
	1.00
	-£               5,500 

	1
	 £      2,250 
	0.99
	 £               2,233 

	2
	 £      1,800 
	0.99
	 £               1,773 

	3
	 £         900 
	0.98
	 £                  880 

	4
	-£         398 
	0.97
	-£                  386 

	Costs of Capital
	0.75%

	Payback (Years)
	3.6

	Net Present Value
	-£            999.49 

	ARR
	-17.23%

	IRR
	-11.60%



	Investment Proposal B in Assumption case 

	NPV. Payback, ARR, IRR Calculation 

	Years
	Cash Flows 
	Discounting Factor @10%
	Discounted Cash Flows

	0
	-£      1,100 
	1.00
	-£      1,100 

	1
	 £      1,350 
	0.99
	 £      1,340 

	2
	 £         900 
	0.99
	 £         887 

	3
	 £         900 
	0.98
	 £         880 

	4
	-£         423 
	0.97
	-£         411 

	Costs of Capital
	0.75%

	Payback (Years)
	0.8

	Net Present Value
	 £ 1,596.11 

	ARR
	147.91%

	IRR
	84.85%
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