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Executive summary
The report has exists several factors on the ratio analysis of a company. It evaluates the financial position of the company. In the future estimation of the company it will help to know the state of the company. In the part of the company growth it helps to know the financial condition of company.  The analysis is being done by the company by taking the financial reports and the financial data of the company. All then data of the company is being better referred and calculated as the company is developing with time. The data is being calculated by taking the data of five years so as to better represent the data of the company.
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[bookmark: _Toc58516729]Introduction
Financial management helps to know the planning, organizing in a company, directing, and the controlling in a company. In the part of financial management in a company, it utilizes the entire find in the company. It helps in the financial decision making of a company. In financial management, it helps to focus on the proper use of the financial part of a company. The business operation, it helps to focus on the decision making of a company. 
The study has three parts which will evaluate the financial management of the HSBC Company. The study has included several financial ratios that will help to evaluate the financial condition of the company. 
[bookmark: _Toc58425009][bookmark: _Toc58516730]Part A)
Financial management is an important action of an organization and it includes the methods of organizing, monitoring, planning, controlling the financial resources of an organization. Financial management can help to achieve the objectives and goals of an organization. It is a crucial practice to control the financial activities of a firm such as funds utilization, funds procurement, and assessment of risk, payments, and accounting that are related to money. In other words, financial management can be defined as the application of principles of management based on the finance of the firm. Appropriate finance management can give proper service to the clients, makes sure the proper functioning of the company (Brown et al. 2016, p. 85).
Finance is the heart of a business and it requires achieving the business and its related requirements. It is the concern of each business to maintain enough amount of finance to run the business smoothly. The goal of the business can be achieved through this finance and assist in proper management. The importance of financial management in an organization includes savings promotion, enhance the firm value, profitability improvement, appropriate application of fund, fund acquisition, planning of finance, financial decision making, and so on.
In this report, the researcher has been choosing a finance company named HSBC holding Plc. This finance company's shares are traded on the London Stock Exchange. The statistics show the leading finance companies whose shares are traded on the London stock exchange and it is ranked according to its market capitalization. It is observed from this statistical report that HSBC holding Plc is the leading finance company. This company has almost 75.4 billion pounds of market capitalization value. HSBC is ranked as a leading company in May 2020 along with 620 other finance companies whose shares are trading on LSE or London Stock Exchange. The total market capitalization value is approximately 570 billion pounds (Herdjiono and Damanik, 2016, p. 89).
Brief History of HSBC
The initiation of HSBC is with a normal idea that is a local bank that can serve the global requirements. HSBC opens its first office in 1865 in Hong Kong. During this time the aim of HSBC has been to make a financial relationship between Asia, and Europe. Almost 150 years passed and the company maintained its policies to achieve the goal. It is stated that the company connected its customer to the opportunities. In recent days, HSBC holding plc is spread across almost 64 territories or countries and serves almost 40 million corporate, personal, and wealthy customers (hsbc.com, 2020).
The business model of HSBC
HSBC is a Hong Kong-based finance industry that overhaul and launches its business model to modify the main income source from the rate of interest to a business based on fee. It is reported that HSBC drops almost 35% quarterly profit. The change in business model is one of the biggest movements of the firm in the recent five years. The firm announced to compile the personal and wealth the banking to sell more products in a broad sector. 
Market place
HSBC holding Plc. serves almost 46 million customers by its international business such as markets, retail banking, global banking, wealth management, commercial banking, global private banking, and so on. The networks of this company cover North America, Europe, Asia, and so on.
Competitors of HSBC
The major competitors of HSBC are Citi, Bank of America, Standard Chartered, Goldman Sachs, Wells Fargo, UBS, Deutsche Bank, and so on.
Major events of HSBC
Several types of events occurred in HSBC holding plc in the past five years that are briefly discussed in this section. In April 2019, the company conducts an annual general meeting. In March 2019, the company conducts a presentation for global trade and receivable finance. In June 2019, HSBC conducts investor events named HSBC UK seminar for the investor, and in September 2019, it conducts an event for discussing HSBC Mexico Update (hsbc.com, 2020).
[bookmark: _Toc58516731]Part B) 
Calculation of the ratio to analyze the financial statement
In the part of the company, it has several ratios and other calculation that helps to know the condition of the financial position of a company. In this project, it has calculated the ratio from the annual report of HSBC. In the ratio calculator, it helps to know the total debt and the total assets of the company. In the ratio analysis, it compares with every item from the financial report of a company and it can help to analysis the position of the company as per the ratio analysis of the company. It reveals several part of the financial position of the company. In the ratio it has calculated the profitability of a company (Wahyu, 2017, p.43). The ratio analysis also helps in the operational process of a company. In the company operation, it helps to reveal the financial position of HSBC Company. In order to know the financial condition of the company, it helps to know the annual revenue of the company. From the annual report of the company, it has collected several parts that help in the financial calculator of HSBC Company. In the part of the financial report, it has collected several things in the part of the study (hsbc.com, 2020). From the ratio analysis of the HSBC Company, it has calculated several efficiencies and the solvency in the part of the financial analysis of HSBC Company. In order to the financial position of the company, it has estimated profitability ratio of the HSBC Company, liquidity of HSBC Company. Business analyst and the investor help to know the financial data of HSBC Company. The study has also calculated several other ratios to know the financial factor in the part of the company analysis. In the part of the capital estimation of the company, the gearing ratio is calculated on the basis of the debt values and the value of the total assets of the HSBC Company. In the part of the profitability ratio, it has calculated the net profit and gross profit ratio. The profitability ratio helps to know the financial position of the company (Damjibhai, 2016, p.32). The ratio has focused on the five years profit to know the growth or the losses that are incurred in the company. According to the estimation of the company, it has several ratio analyses that help to know the financial position of the HSBC Company. In order to check the liquidity of the company, it has calculated the liquidity ratios like quick ratio, the debt-equity ratio in the part of the company. The company has selected five ratios in the part of the calculation. 
Profitability ratio

	Gross profit ratio
	 
	 
	 
	 
	 

	 
	2019
	2018
	2017
	2016
	2015

	Gross profit 
	13,347.00
	19,890.00
	17,167
	7,112
	18,867

	sales
	56,098.00
	53,780.00
	51,445
	47,966
	51,419

	 
	 
	 
	 
	 
	 

	Ratio ( GP/sales)
	23.79229206
	36.9840089
	33.369618
	14.82716924
	36.69266225


Table1: projection of ratio
(Source: created by the researcher)
In the part of the gross profit, it has calculated the gross profit margin on the basis of the earnings of the company. In the part of the gross profit ratio, the performance of the company is based on the sales and production of the company. As HSBC is a financing sector the company, the gross profit has included the cash generation in the part of the study (Osadchy et al. 2017, p.38). In the part of the cash generation in the company, it has calculated the gross profit on the basis of the revenue and the expenses of the company. In order to know the gross profit ratio of the HSBC company, it has been collected the last five year gross profit of the HSBC company that helps to evaluate the financial condition of the company.  

Liquidity ratio
Liquidity ratio helps to know the financial position of the company in order to know the ability of the debtors to pay off the debt of HSBC Company. In the organizational factor, the company has decided to evaluate the financial decision making of the company. From the liquidity ratio of the company, it evaluates the ability to pay off the debt ability of the company to pay off the overall debt of the company (Bugreev, 2016, p.30).  In the part of the estimation of the debt of HSBC Company, the current asset of the company is calculated 77454 for the year of 2019. On the basis of the ratio calculation, the company has decided to calculate the total ability to solve the debt of the company. In the part of the liquidity ratio,  
	Current ratio

	 
	2019
	2018
	2017
	2016
	2015

	current asset
	77,454
	97,500
	27,946
	30,768
	30,768

	current liability
	86,791
	62,486
	61,902
	132,783
	125,580

	 
	 
	 
	 
	 
	 

	Ratio (CA/CL)
	0.892419721
	1.56035
	0.45146
	0.231716
	0.24501

	


  Table 2: projection of ratio
(Source: created by the researcher)
From the ratio calculation of the company, it has calculated the ratio for 2019 is 0.89 and in 2018 the ratio analysis of HSBC Company is estimated at 1.56 at the end of 2018. The company has estimated the financial statement as per the annual record of the company the ideal current ratio is calculated 2:1. The ratio should help to know the value of HSBC. It is essential to make the current ratio for the company that will help to know the financial condition of the company. The ratio helps to calculate the total ability to pay off the debt of the HSBC. According to the financial condition of the company, it has to calculate on the basis o0f the financial position of the company. 
Gearing ratio
In the part of the gearing ratio of HSBC Company, it helps to know the financial position of a company. In the part of the gearing ratio, it helps to know the equity of the owner that will help to estimate the debt of the company. The company has borrowed a huge fund in the further process of the company (Grafova, 2017, p.48). According to the gearing ratios it estimates the leverage of the company that is estimated on the basis of the financial position of the company. In the part of the gearing, it estimates the debt of the company and it also helps to evaluate the ability to resolve the debt of a company. 

	Gearing ratio
	 
	 
	 
	 
	 

	 
	2019
	2018
	2017
	2016
	2015

	Total debt
	236,323
	196,093
	169,639
	155,683
	157,152

	total assets
	2,715,152
	2,558,124
	2,521,771
	2,374,986
	2,409,656

	Ratios (total debt/total assets)*100
	8.703858937
	7.66550019
	6.7269788
	6.555112325
	6.521760782


Table3: projection of ratio
(Source: created by the researcher)
In the part of the gearing ratio, it will help to estimate the capital gearing ratio on the basis of the financial leverage of the company. The HSBC Company helps to demonstrate the activities of the basis of the financial stability of the company. In the part of the financial metrics, the company has various leverage and the financial stability of the HSBC Company on the basis of the total debt and total assets of the company. The total debt of the HSBC Company is estimated at 236,323 for the year 2019 and in the year 2018, the total debt is calculated 196,093. The ratio is calculated on the basis of the gearing ratios of the HSBC Company. The gearing ratio is calculated on the basis of the total debt divided with the total assets of HSBC Company. The gearing ratio is calculated in 2019 is 8.703 and in the year 2018, the estimation is 7.6655(approx).    
Efficiency ratio
In the part of the efficiency ratio, it has calculated the measurement in the part of the efficiency of the company. In the part of the measurement of the efficiency ratios, it is similar to know the cash generation, and also the income of a company. In the part of the efficiency calculation, it includes the measurement on the basis of the cash effectiveness and the income of the company. It helps to liquidate the inventory of a company. In the part of the efficiency ratio, it includes inventory turnover ratio, the ratio of the assets turnover, and the receivable turnover ratios, return to equity.

	Return on Equity

	 
	2019
	2018
	2017
	2016
	2015

	Net income
	71,024
	63,587
	63,776
	59,836
	71,092

	shareholders’ equity
	183,955
	186,253
	190,250
	175,386
	188,460

	 
	 
	 
	 
	 
	 

	Ratio (Net income/shareholders equity)
	0.38609
	0.3414
	0.33522
	0.341167
	0.3772259


Table 4: projection of ratio
(Source: created by the researcher)
In the part of the financial statement of return to the equity ratio analysis is divided the net income by the shareholder equity. The net income of the company is estimated at 71,024 and the net income of HSBC Company. In the part of the net income of HSBC company the shareholder equity is estimated on the year of the 2019 and 2018 is estimated at 183955, 186253. 
Critical evaluation of the ratio calculation 
In the part of the ratio calculation, the company can know about the financial condition of the company. It also helps in the future estimation of the company. According to the ratio analysis of the company it has based on the revenue and expenses of the company which is occurred throughout the year. From financial information, it helps to evaluate the financial position of HSBC. In the part of the external analysis, it helps to determine the financial health of a company. In the part of the upward and the downward trend in the company, it has compared with the other financial position that evaluates the health of the financial state of HSBC Company (Akhmadeev, 2018, p.43). In the part of, the ratio analysis the ratio calculation has been done on the basis of the data of the last 5 years. In the calculator, it has calculated several ratios like profitability ratio, liquidity ratio, gearing ratios and the efficiency ratio for the HSBC Company. In the part of the ratio calculation of HSBC Company, the ratio is estimated on the basis of the assets and the liabilities of the company.       
Profitability ratio: In the part of the profitability ratio of the company, it helps to evaluate the financial position of a company. In the part of the profitability ratio, the company estimates the effective usage of assets and the liabilities of the company.
From the profitability ratio OF HSBC Company, it helps to evaluate the financial position of a company. In the gross profit ratio of the company, it has seen that the ratio is estimated on the basis of the gross profit of the company. In the part of the gross profit, the ratio has exposed that the gross profit has decreased from the previous year. In the part of the estimation of the company, it has seen that the company. According to the future estimation of the company, the profitability part of the HSBC Company is estimated at 13347 gross profits in 2019. The company has made a loss from 2018 to 2019.                 
Liquidity ratio: In the part of the liquidity of HSBC Company, the current ratio of the company is estimated by dividing the current assets from current liabilities. In the part of the current ratio, it is calculated on the basis of the current assets and the current liability of a company. From the analysis, it has seen that the company has totally utilized the portion of the assets and liabilities in the year 2019 and 2018. The utilization of the company helps to calculate the ratio and the ability of the liquidity of the company. The company has the ability to pay off its debt on the basis of the liquidity of a company.       
Gearing ratio: 
In the gearing ratio, the company has decided over the debt. In the HSBC Company, it has estimated several debts and several liabilities on the basis of the utilization of the assets and the liabilities of HSBC Company. In the part of the gearing ratio, the total debt of the company is estimated in 2019 is 13664 which has lowered from the previous year. The ratios are estimated on the basis of the capital values of HSBC. The gearing ratio is calculated to know the capital rotation in the company. It also helps to evaluate the ability to pay off the debt with respect to the company.  
Efficiency ratio
In the part of the efficiency ratio calculation, it helps to manage the debt on the basis of a certain time period. The efficiency ratio is calculated on the basis of the return to equity. In the year 2019 the net income of the company is 71024. According to the efficiency of the company, it helps to know the net income of the on the basis of the return on equity. The ratio is calculated that expose the company to increased efficiency in the part of the study. In 2018 the return on equity was 0.34 and in the year 2019, the return to equity is estimated at 0.38. It shows that the company is increasing the level of return in equity.  
Comparison to the major competitor  
In the part of the comparison, it has several other companies in UK that are dealing with the financial affairs in the state. In London, there have several key competitors that create several effects on the HSBC Company.  Lloyds and the standard chartered are the key competitors of HSBC. In order to compare the financial position of the company, it has estimated the ratios of the two companies. It helps to know the financial position of the company it helps to know the financial position in the part of a company. The HSBC Company has faced several losses from 2018 to 2019. In response to the losses, the company has decided to compare the ratios with the key competitor of the company. 
Ratio analysis of the Lloyds bank
	 
	2019
	2018
	2017
	2016
	2015

	Current ratio
	3.03614
	2.78424
	2.53223
	1.62546
	1.96949

	Current assets
	55443
	54663
	52521
	47452
	58417

	Current liabilities
	18261
	19633
	20741
	29193
	29661


Table 5: projection of ratio
(Source: created by the researcher)
In the part of the liquidity ratio of the Lloyds Company, The ratio is estimated on the basis of the five year estimation. According to the current ratio of the company are 3.03614 which is much more than the current ratio of the HSBC company (annualreports.com, 2020). The ratio is estimated at 0.83 for 2019 and the Lloyds bank current ratio is 3.03. The idea ratio for the current ratio is 2:1. It indicates that the liquidity of the Lloyds has increased in the year 2019. The company has the ability to resolve the debt of the company.    

	ROE
	0.05869
	0.1013
	0.08144
	0.05844
	0.02318

	Net income
	2459
	4400
	3547
	2514
	956

	Total equity
	41900
	43434
	43551
	43020
	41234


Table 6: projection of ratio
(Source: created by the researcher)
In comparison to the return on equity value, the net income is estimated on the basis of the rate of return of the company. The condition of the HSBC Company is much better than the Lloyd Company. In the part of the return on equity, the HSBC Company provides more return to the equity members.     
	Gross profit ratio
	0.24571
	0.36455
	0.32956
	0.25499
	0.09333

	gross profit
	4143
	5960
	5275
	4238
	1644

	revenue
	16861
	16349
	16006
	16620
	17615


Table 7: projection of ratio
(Source: created by the researcher)
In the part of the profitability ratio, the gross profit of the Lloyds is estimated 0.24571 in the year 2019 and the total profit is estimated 4143 in 2019. The HSBC Company has earned 13347 in the year 2019. The gross profit is estimated on the basis of the future estimation of the company. In the part of the company, it has several impacts on the basis of the company. 
	Debt to asset ratio
	0.94975
	0.93706
	0.93949
	0.94031
	0.94176

	Total debt
	791993
	747399
	762966
	768978
	759708

	Total assets
	833893
	797598
	812109
	817793
	806688


  Table 8: projection of ratio
(Source: created by the researcher)

In the debt-equity ratio, the company has estimated the solving the debt in part of the Lloyds company. The total debt of the company is estimated in 2019 is 79993 and in comparison to the HSBC company, it has revealed that the company can resolve its debt. 
Ratio analysis of Standard chartered bank     
	Current ratio

	 
	2019
	2018
	2017
	2016
	2015

	current asset
	77,454
	97,500
	27,946
	30,768
	30,768

	current liability
	86,791
	62,486
	61,902
	132,783
	125,580

	 
	 
	 
	 
	 
	 

	Ratio (CA/CL)
	0.892419721
	1.56035
	0.45146
	0.231716
	0.24501


Table 9: projection of ratio
(Source: created by the researcher)
From the current ratio, the current ratio and the current liability is based on the utilization of HSBC Company. Compared with the standard chartered, it has seen that HSBC has efficiently utilized the assets and liabilities of the company. 
	Return on Equity
	 
	 
	 
	 
	 

	 
	2019
	2018
	2017
	2016
	2015

	Net income
	27,946
	63,587
	30,768
	59,836
	71,092

	shareholders’ equity
	183,955
	186,253
	190,250
	175,386
	188,460

	 
	 
	 
	 
	 
	 

	Ratio (Net income/shareholders equity)
	0.15192
	0.341401
	0.16172
	0.341167
	0.3772259


Table 10: projection of ratio
(Source: created by the researcher)
In the part of the return to equity, the company has evaluated the return portion to the equity of the standard chartered company. In the part of the analysis and the comparison, it has seen that the company has the efficiency to evaluate the return to equity. The company has provided a good return to its equity by comparing it with the key competitor.  
	Gross profit ratio

	 
	2019
	2018
	2017
	2016
	2015

	Gross profit 
	89,724.00
	25,479.00
	45,798
	69,712
	23,974

	sales
	84,431
	184,361
	153,691
	141,614
	51,419

	 
	 
	 
	 
	 
	 

	Ratio ( GP/sales)
	106.2690244
	13.820168
	29.798752
	49.22677136
	46.6247885


Table 11: projection of ratio
(Source: created by the researcher)
In the part of the gross profit ratio, the company has estimated the gross profit for the 5 years. In comparison with the HSBC Company, the condition of the standard chartered bank is good. The overall gross profit of the company is greater than HSBC. 
	Gearing ratio

	 
	2019
	2018
	2017
	2016
	2015

	Total debt
	13,664
	18,974
	10,184
	14,840
	8,955

	total assets
	5,052
	3,747
	1,627
	7,028
	4,967

	Ratios (total debt/total assets)*100
	270.4671417
	506.378436
	625.93731
	211.1553785
	180.2899134


Table 12: projection of ratio
(Source: created by the researcher)
In the part of the gearing ratio, the company has decided to calculate the total debt compared to the standard chartered bank. In the part of the total debt, the company has decided to evaluate its gearing ratio on the basis of the ratio analysis of the company. 
Recommendation
The HSBC Company can increase the profit margin and should utilize the assets and the liabilities in the part of the financial calculation the company needs to look after the financial position of the company that helps to increase the overall performance of the company. In the part of the company, the overall financial position is not really good. The company needs to analyze its profit margin and should decrease the expenses of the company. 
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PART C) 

	A
	NPV
	Initial investment 
	85
	Discount factor
	11%
	 

	 
	 
	Year
	Cash inflow
	Discount factor value
	 present value of cash flow
	 

	 
	 
	1
	10
	0.904977376
	9.049773756
	 

	 
	 
	2
	20
	0.81898405
	8.189840503
	 

	 
	 
	3
	40
	0.741162036
	14.82324073
	 

	 
	 
	4
	55
	0.670734875
	26.82939498
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	total cash flow
	58.89224997
	 

	 
	 
	 
	 
	NPV
	-26.10775003
	 


Table 13: projection of NPV
(Source: created by the researcher)
	B
	NPV
	Initial investment 
	90.00
	discount factor
	11%
	 

	 
	 
	year
	cash inflow
	discount factor
	present value of cash flow
	 

	 
	 
	1
	25
	0.904977376
	22.62443439
	 

	 
	 
	2
	30
	0.81898405
	24.56952151
	 

	 
	 
	3
	35
	0.741162036
	25.94067128
	 

	 
	 
	4
	40
	0.670734875
	26.82939498
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	total cash flow
	99.96402216
	 

	 

	 
	 
	 
	NPV
	9.96
	 


Table 14: projection of NPV
(Source: created by the researcher)

From the NPV analysis of the company it has seen that for the project of B the NPV is about to the plus figure. That indicates project B is more beneficial for the company. In the calculation of the NPV for project A is -26 and for project B the calculation is estimated 9.96. For task B the NPV value is higher than A.  

	A
	PAYBACK PERIOD
	 
	 
	 

	
	YEAR
	CASH FLOWS
	CUMULATIVE CASH FLOWS
	 

	
	0
	-85
	-75
	 

	
	1
	10
	-65
	 

	
	2
	20
	-45
	 

	
	3
	40
	-5
	 

	
	4
	55
	50
	 

	
	 
	 
	 
	 



	PAYBACK CALCULATION
	3.125
	YEAR



Table 15: projection of Payback
(Source: created by the researcher)

	B
	PAYBACK PERIOD
	
	
	

	
	YEAR
	CASH FLOWS
	CUMULATIVE CASH FLOWS

	
	0
	-90
	-65
	

	
	1
	25
	-40
	

	
	2
	30
	-10
	

	
	3
	35
	25
	

	
	4
	40
	65
	

	
	5
	32000
	32065
	

	
	
	
	
	

	
	PAYBACK CALCULATION
	2.285714286
	YEARS
	


Table16: projection of Payback
(Source: created by the researcher)

From the payback period of the company it has calculated that in project B the initial amount is returned in 2.2 years. In case of project A the initial investment has returned in 3.1. The project B is more beneficial for the company.   


	A
	

	Average rate of return
	31.25

	Initial investment 
	85

	accounting rate of return
	0.367647


Table.17: projection of ARR
(Source: created by the researcher)

	B
	

	Average rate of return
	32.5

	Initial investment 
	90

	Accounting rate of return
	0.361111


Table 18: projection of ARR
(Source: created by the researcher)

The accounting rate of return the company has estimated the several facts on the basis of the estimation of accounting rate of return. The project A reflects that the accounting rate of return will be 0.367 and for project B 0.361. In this case the project B is more beneficial for the company.
On the all over calculation NPV, payback period, accounting rate the company should invest on the project B it will be more beneficial for the company in the organization affair.  
Investment appraisal techniques
The investment appraisal technique is a crucial method to measure the advantages of investments in terms of finance. The vital techniques that can be used in a firm are accounting return rate, analysis of sensitivity, and risk of investment, cash flow discounted, and so on. During applying these techniques a finance manager can avoid any costs that are not an obvious part of a particular investment.
Investment appraisal is a path through which a business assess the possible projects, and investments attractiveness depends on the financial techniques, and various capital budgeting. It is used as a form of fundamental analysis that assists in recognizing the long-term trades and also perceived profitability of the company (Herdjiono and Damanik, 2016, p.5)
There is the various path by which a business or firm can move its investment appraisals. In this section, the researcher has been discussed three important investment appraisal technique that HSBC can apply to calculate details of two provided projects. They are the Payback period, Net present value (NPV), and Accounting Rate of Return (ARR).
Investment Appraisal is crucial for the trades due to it are a part of fundamental analysis. It is capable of visualizing the trader whether the company contains any long-term potential or not. 
1. Payback period or PBP
In this provided sum it is directed to calculate three investment appraisal techniques. One of the investment appraisal techniques is the Payback Period or PBP. The payback period is the time amount that is assumed before the investment and returned as an income form. During the comparison of more than two investments, the investors, or managers mainly compare the projects to visualize the short PBP the project with high PBP has more chance of high risk. 
The calculation of the Payback period requires making a table and then using a simple formula to get the results. The table must contain the projected cash flow of the company. It is one of the simple capital budget techniques that measures the year of a project to return its initial investment according to the expected inflows of cash (Atmadja and Saputra, 2018, p. 93).
Accounting Rate of Return (ARR)
ARR or accounting rate of return is the percentage rate of return that is anticipated from the asset or investment in comparison with the investment's initial cost. ARR is applied to create decisions of capital budgeting. For example, if a business requires deciding to continue as specific investment in an acquisition or project then ARR measurement can assist to determine to choose the right path. 
There are formula is used by the traders to calculate the accounting rate of returns that is;
ARR= average annual profit/ average investment
In order to calculate the ARR the first step is to calculate the annual net profit of the investment. If the investment is a fixed asset then measure depreciation expense after that measure annual net profit by subtracting depreciation expense with annual revenue. At last, apply the above formula that provides the accounting rate of return (Siminica et al. 2017, p.15).
Net Present Value (NPV)
Net present value or NPV is a process that is applied to measure the recent value of future cash flows created by the project, such as investment of initial capital. It is mostly applied in the budgeting of capital to establish a project that provides a great profit.  The NPV formula is different for a different consistency and number of cash flows. It is one of the main elements of corporate budgeting and a well-known way to determine the viability of the proposed project. The measurement of NPV contains several financial topics in a single formula they are the value of time, money, cash flows, terminal value, salvage value, discount rate, and so on (Sorsa and Vaara, 2020, p. 34).
2. Advantages and shortcomings of ARR, NPV, PBP
PBP or Payback period
This method requires very small inputs, and very easy to calculate in comparison with other capital budgeting methods. It only needs annual cash flow and the initial cost of the project. It helps the financial manager to calculate easily the payback period of the project.
The disadvantage of PBP is that it avoids the time value of money that is an important concept of business.
ARR or accounting rate of returns
Advantages are like it depends on the accounting information, so, no other special reports are needed for ARR determination. It is an easy method to measure and understand and this method depends on accounting profit and calculates the investment profitability.
Disadvantages are like it avoids time value of money, it avoids the cash flow investment. This process does not involve the project terminal value.
NPV or Net Present Value 
Advantages of NPV involve that it is the only capital budgeting technique that includes the time value of money and assists the manager in making the best decision. 
The disadvantage of NPV involves it never includes the hidden cost of the company that is used by the manager to compare several projects (Sorsa and Vaara, 2020, p. 85).
[bookmark: _Toc58516733]Conclusion
It is concluded that the company has several facts on the financial state of a company. In the part of the financial analyze the company has used to the ratio analysis in the part of the project. According to the financial condition of the company, it has exposed the financial position of the company. It also revealed the steps that the company should take in the part of their business operation. In the part of the business analyze, it helps to evaluate the financial position of HSBC Company. It has also help to evaluate the financial state of a company. The study has also revealed several facts on the basis of the key competitors of the company.   
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