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[bookmark: _Toc46343236]Executive summary
The report prepared a ratio analysis of Rangemaster Plc. this is a UK based manufacturing organisation, known for its high-quality kitchen appliances and home decor. The ratios of the financial performances of the organisation in the years 2018 and 2019 were compared. In the first place, the profitability ratio was analysed, whereby the net and gross profit rates were explored. The efficiency ratio, on the other hand, investigated the value of inventories and trade receivables. The trade payables and taxation policies of the organisation were explored under the family of liquidity ratio. The capital structure family, on the other hand, went on to investigate the liabilities and debt equity of the organisation. Finally, the investment ratio looked deep into the current investment opportunities of the company in terms of its liabilities and dividends. 

[bookmark: _Toc46343237]Main part
The main purpose of this report is to investigate the financial purpose of Rangemaster Plc. it shall discuss the various families of ratio and analyse the same in the organisational context to understand the current financial position of the company. In this context, it shall analyse the profitability, efficiency, and liquidity ratios of the company, while comparing the values generated in the years 2018 and 2019. It shall further discuss the capital structure and investment ratios of the company. The purpose shall be to understand its financial position and recommend ways for the company to improve the same. 
2019
	BALANCE SHEET RATIOS: Stability (Staying Power)

	1
	Current
	
	

	
	
	Current Assets
	 $                      2,120.00 
	1.892857

	
	
	Current Liabilities
	 $                      1,120.00 
	

	2
	Quick
	
	

	
	
	Cash + Accts. Rec.
	 $                      2,120.00 
	0.550649

	
	
	Current Liabilities
	 $                      3,850.00 
	

	3
	Debt-to-Worth
	
	

	
	
	Total Liabilities
	 $                      3,850.00 
	1.994819

	
	
	Net Worth
	 $                      1,930.00 
	

	
	
	
	
	

	INCOME STATEMENT RATIOS: Profitability (Earning Power)

	4
	Gross Margin
	
	

	
	
	Gross Profit
	 $                      1,340.00 
	0.268

	
	
	Sales
	 $                      5,000.00 
	

	5
	Net Margin
	
	

	
	
	Net Profit Before Tax
	 $                         630.00 
	0.126

	
	
	Sales
	 $                      5,000.00 
	



2018
	Ratios/ year
	2018

	LIQUIDITY RATIOS 
	 

	Current ratio
	1.83

	Acid test ratio
	1.12

	 
	 

	PROFITABILITY RATIO
	 

	Gross profit ratio
	27%

	Net profit ratio 
	11%

	Return on Capital Employed (ROCE)
	31%

	Return on Equity (ROE)
	31%

	 
	 

	EFFICIENCY RATIOS
	 

	Inventory turnover period
	75

	Receivables collection period 
	61

	Payables collection period 
	84

	 
	 

	CAPITAL STRUCTURE RATIOS 
	 

	Debt equity ratio 
	0.61

	Interest cover
	8.2

	 
	 

	INVESTORS' RATIOS 
	 

	Earnings per share (EPS)
	0.51

	Price Earnings Ratio (PE ratio)
	5.4

	Dividend Per share (DPS)
	0.3

	Dividend Yield 
	0.11

	Dividend Cover 
	1.7



· Profitability
Profitability ratios refer to the analysis of the ability of a business organisation in terms of generating earnings in its revenue. Other than this, the balance sheet assets, operating costs, and shareholder equity also play a major part in this ratio. A profitability ratio is developed either between a company and its competitor, or between its profitability in two years. When the profitability rate of the host company is bigger than that of its rival or that in the current year, it is indicated that the company is at profit (Nalurita, 2017). The gross profit margin is one of the most universally used types of profitability ratios. This is mainly because companies such as Rangemaster Plc might experience seasonality. In such cases, they need to compare the profit margin of a specific quarter from the two years. Profit margins, on the other hand, are used to measure the profitability of the company at various cost levels. 
In context to Rangemaster Plc, the sales revenue is currently at £5,000,000 in 2019 from £4,550,000 in 2018. The cost of sales is also enhanced up to £3,660,000 from £3,330,000 in the previous year. There is a 9% increase in the overall sales flow of the company from the previous year. The current gross profit is at £1,340,000, which is improvement since in the previous year it was at £1,220,000. This goes to show an increase of about 8.9% in the gross profit margin of the company. The profit level before and after taxation differs largely. In 2019, it has amounted to £960,000 before taxation and to £880,000 after. This is a profit since in 2018; the amounts were at £820,000 and £720,000, respectively. The net profit ratio has enhanced for about 30% in comparison to the previous year. 
Therefore, it might be stated that analysing the profitability ratio is majorly important to understand the positioning of an organisation. In this context, the enhancement of profitability ratio of Rangemaster Plc goes to reveal the improvement of the company from its performance in the previous year. Its new innovative ideas and operations have helped the company outperform itself (Pando et al., 2019). This is also a great performance indicator, and the authorities of the organisation might be able to understand their current strategic position. They might also undertake strategies in the direction of improving the same in the future. 
· Efficiency 
The term of efficiency ratio analysis aims to explore the abilities of an organisation to utilise its assets and manage the workflow effectively. These mainly involve the receivable and asset turnover ratios. These investigate the strategies of the company and their success in managing their assets. The inventory efficiency of an organisation is estimated in its inventory turnover ratio. It explores the number of times the inventory has been sold. The asset turnover, on the other hand, helps to determine the amount of revenue generated from the assets of the organisation (Chang et al., 2017). The receivables turnover ratio is used to measure the effective strategies of a company while handling its debts and liabilities. In context to Rangemaster Plc, for instance, the efficiency ratio analysis might be effective to understand the current assets and receivable situation. The following study investigates the details of the same. 
The value of the current assets of the company and its comparison with that in 2018 shows vast difference. For instance, the value of the inventories is currently at £740,000, from being at £690,000 in the previous year. This is a clear increase of about 6.75% in the period of one year. The value of trade receivables, on the other hand, has also increased vastly. For instance, it has reached up to £820,000 from £760,000 in 2018. This is also an increase of 7.31% in the value of trade receivables. This goes to show the increase and improvement in their trading activities over the year. Further, there has been a decrease in the value of liabilities in long-term loans sector. While the company was indebted to over £1,000,000 in 2018, it currently has loans of only £800,000. This goes to show the improvement with a decrease of 20% in the current liabilities of the organisation. 
Therefore, the efficiency ratio is a major help for understanding the increase or decrease in the level of efficiency of an organisation over a span of time. It helps to gain insights regarding the issues and drawbacks, and therefore can be worked to avoid the same (Pyza et al., 2017). In the above-mentioned study, it might be observed that the values of assets of Rangemaster Plc have increased from the previous year. This means that the authorities have generated more revenue over their assets in 2019. The decrease in liabilities and loans show that the company can recover from its debts with the help of their increased profitability and revenue. 
· Liquidity 
This type of ratios is determinants regarding the ability of an organisation to repay the debts and loans without having to raise external capital. These are used to measure the debt obligations of an organisation and its liabilities in its operations. Operating cash flow ration, quick ratio and current ratio are used in this process. The term liquidity refers to process of converting assets into cash value. These are mostly observed in a comparative view, that is, in the external and internal forms (Bunker et al., 2019). The internal analysis uses several accounting periods to compare the value of the same accounting methods. External analysis, on the other hand, compares the liquidity of one organisation to another from a different industry. Current ratio analyses the ability of an organisation to pay its debts, while the quick ratio calculates its ability to deal with the short-term liabilities. A liquidity crisis occurs when the company is unable to meet its liabilities and debts. 
In the first place, the total amount of current ratio of Rangemaster Plc is at £3,850,000 in 2019. It has increased from £3,610,000 in 2018. An increase of about 6.23% might be noticed between the two years. Among the liabilities, a difference of £200,000 might be observed among the long-term goals of the company. The trade payables, on the other hand, have increased to £870,000 in 2019 from £770,000. Although there is an increase in the liabilities of the company, it should be considered that is has expanded its operations in the past year, and thereby garnered more trades. The taxation policies, on the other hand, have increased to £250,000 in 2019 from £210,000 in 2018. This is again because of the increased operations to the international market in the recent times. However, the reduction in long-term loans has proven that the company is able to manage its liabilities effectively. 
Thus, the liquidity ratio analysis helps the leaders and managers understand the growing financial conditions of an organisation. They might be able to generate information regarding their liabilities and debts from the liquidity condition. They might be able to understand if their liabilities are increasing (Hindradjaja, 2019). Based on this, they might take measures to handle their debts and loans to maintain their business structure efficiently. They might take financial advices in case they realise they are unable to schedule their loans and repay the same in time. They might also face issues with the burdens of interest rates if they fail to recover from the same. 
· Capital structure
A capital structure aims at understanding the long-term capital of an organisation. This combines the debt and equity of the organisation. It is a known fact that capital plays a part in funding the development of a venture. One of the major components of this structure is that of equity. It consists of the preferred and common stock of an organisation along with its retained earnings. Debt is another part of the capital structure. It refers to liabilities and loans of an organisation in terms of its investment schemes (Aggarwal and Padhan, 2017). Capital structure often is considered the long-term loan section of a balance sheet. Three types of ratios might be associated with that of capital structure, including debt and debt to equity ratios. They help in deriving information regarding the capital position of the company. The capitalisation ratio, on the other hand, compares the debt and equity to understand the position of the current capital structure. 
In context to Rangemaster Plc, the equity rate has remained the same in both the years, at £1,000,000 ordinary shares of £1. The retained earnings, however, have increased to reach £930,000 in 2019 from £630,000 in 2018. This goes to reveal a sharp increase of 32% approximately between the two years in terms of equity. The overall current liabilities of the organisation are at £3,850,000, increasing from £3,610,000 in 2018. This shows a slight 2.59% increase in the debt ratio. The capitalisation ratio goes to show the predominance of equity increase over that of debt. Moreover, the reduction in long-term loans reveals that the company is able to repay its interests and move to increase the revenue rate. The debt equity percentage is currently at 2.61, revealing the upper hand of the organisation to deal with the situation. Therefore, the company might be able to recover from the loans structure. 
The concepts of debt and equity play a major part in determining the financial positioning of an organisation. The healthy blend between debt and equity helps to manage the financial growth of an organisation (Kumar et al., 2017). The upper hand of equity encourages investors to fund the organisation as it reveals the strength of the organisation to deal with the same. Moderate utilisation of leverage increases the opportunities regarding financial resources. On the other hand, companies with more leverage or debt than equity fail to grab the financial resources and investors for their operations. 
· Investment
The investment ratio is another important financial aspect of an organisation. It plays a major part in funding the major important activities of the organisation. 	This is used to analyse the performances of an organisation in terms of its financial aspects. Attributes such as price earnings ratio, earnings per share and earnings yield are comprised of this ratio family. The ordinary shareholders are of great importance in terms of investment ratios (Kahraman et al., 2016). Apart from them, other stakeholders such as potential investors, analysts, and rival companies also play a big part. The profitability capital ratio of an organisation might be of importance since it helps to analyse the investment opportunities within the same. 
High revenue does not necessarily contribute to high earning dividends. It rather investigates productivity in terms of the profitability of an organisation. Solvency ratio, on the other hand, reveals the ability of the organisation to deal with-it long-term loans. Another type of ratio might be that of valuation ratio which integrates the publicly traded stock price of an organisation to understand its market value. The price to earnings ratio helps to compare the stock price of the company with its earning based on per share. 
Rangemaster Plc has observed a significant improvement in context to its investment ratios. This might be observed in the increase of its ordinary dividends. While it was about £300,000 in 2018, it increased to reach £330,000 in 2019. This goes to show a sharp rise of 9% in the dividends of the organisation. This goes to show the ability of the organisation to handle its investments and treat them with respect. The investors might take interest in funding within the same since the company has been able to handle its long-term loans and liabilities effectively.
The investment ratio family is therefore mandatory to understand the financial performance of an organisation. It helps in understanding the position of the company within the market. Using this, the authorities might be able to generate loans and investment for their operations (Jäger and Schmidt, 2016). They might also be able to improve their reputation within the market by identifying their issues and loopholes. The managers and leaders might be able to convince the investors and stakeholders by producing their documents regarding the investment ratio. This way, they might impress and retain them long term in the business market. 

[bookmark: _Toc46343238]Conclusion
Therefore, it might be observed that financial performance of an organisation is majorly important to understand it position in the market. This report investigated the performances of Rangemaster Plc, a British based manufacturing organisation. It has provided the citizens with high quality cookers, kitchen appliances, and interior decorations over the years. The report analysed the various ratios to understand the deeper aspects of the financial performance of the organisation and compared it between 2019 and 2018 performances. It investigated the profitability ratio in the first place, analysing the sales revenue, gross and net profit amounts of the organisation. The net profit ratio has increased 30% over the year, revealing the proficiency of its performance quality. The efficiency and liquidity ratios of the organisation were also analysed. An increase of 6.23% in the liquidity amount might be observed. The capital structure and investment ratios of the organisation were also analysed. 
The company might be able to stabilise its financial position if they take interest in their liability ratios. They need to bring down the same to become more impressive to the investors and stakeholders. For this, they need to be able to generate greater revenues to repay the loans and debts in the current position. They also need to reduce taking new loans to recover from their current situation. This way, they might be able to improve their financial performance further and therefore become large within the industry.
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