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Overview
This report investigates the financial health of Tesco PLC for the years ending 25 February 2023 and 24 February 2024 and will look at both periods exclusively based on Tesco's own Annual Reports (Tesco PLC, 2023; Tesco PLC, 2024). It includes a full ratio analysis: profitability, efficiency, liquidity, leverage, and coverage analysing the company's performance for two consecutive years. Calculations are presented for 2023/24 with corresponding amounts for 2022/23 with academic literature being used to inform interpretations and recommendations. Also include a sustainability section addressing progress on Tesco's Planet Plan and then recommendations specifically for improving financial performance and environmental impact.
Financial Performance Summary
	Metric
	2022/23
	2023/24
	Change

	Revenue (£ m)
	65 322 (Tesco PLC, 2023)
	68 187 (Tesco PLC, 2024)
	+ 4.4 %

	Cost of sales (£ m)
	61 516 (Tesco PLC, 2023)
	62 836 (Tesco PLC, 2024)
	+ 2.1 %

	Gross profit (£ m)
	3 806 (=65 322–61 516)
	5 351 (=68 187–62 836)
	+ 40.6 %

	Operating profit (£ m)
	1 409 (Tesco PLC, 2023)
	2 821 (Tesco PLC, 2024)
	+ 100.1 %

	Profit before tax (£ m)
	882 (Tesco PLC, 2023)
	2 289 (Tesco PLC, 2024)
	+ 159.5 %

	Net profit (£ m)
	736 (Tesco PLC, 2023)
	1 192 (Tesco PLC, 2024)
	+ 62.0 %

	Total assets (£ m)
	45 922 (Tesco PLC, 2023)
	47 039 (Tesco PLC, 2024)
	+ 2.5 %

	Total equity (£ m)
	12 230 (Tesco PLC, 2023)
	11 665 (Tesco PLC, 2024)
	– 4.6 %

	Net debt/equity (×)
	2.75× (calc.)
	3.03× (calc.)
	–




Tesco delivered top-line growth of 4.4 % year-on-year amid a difficult macroeconomic environment that has included ongoing food inflation and the stabilisation post-pandemic (Tesco PLC, 2024). Operating profit doubled compared to the previous year, indicative of good cost control and margin management (Tesco PLC, 2024), while net profit growth increased by more than 60 %, aided by a favourable comparison for impairments (Tesco PLC, 2023; Tesco PLC, 2024).
Ratio analysis and comparisons
All ratios for 2023/24 have been provided with full workings, with the 2022/23 figures provided as comparisons:
	Ratio
	Formula & Workings (2023/24)
	2022/23
	2023/24

	Gross margin
	(Revenue – Cost of sales) / Revenue × 100 = (68 187 – 62 836) / 68 187 × 100
	5.8 %
	7.85 %

	Operating margin
	Operating profit / Revenue × 100=2 821 / 68 187 × 100
	2.16 %
	4.14 %

	Net profit margin
	Net profit / Revenue × 100 = 1 192 / 68 187 × 100
	1.13 %
	1.75 %

	Return on assets
	Net profit / Total assets × 100 = 1 192 / 47 039 × 100
	1.52 %
	2.53 %

	Return on equity
	Net profit / Total equity × 100=1 192 / 11 665 × 100
	4.53 %
	10.22 %

	Asset turnover
	Revenue / Total assets= 68 187 / 47 039
	1.42×
	1.45×

	Current ratio
	Current assets / Current liabilities= 8 823 / 13 350
	0.78×
	0.66×

	Debt-to-equity
	Total liabilities / Equity=35 374 / 11 665
	2.75×
	3.03×

	Interest coverage
	Operating profit / (Finance costs – Finance income) = 2 821 / (825 – 267)
	2.64×
	5.05×




Sources: Revenue, cost of sales, profits, assets, liabilities, equity and finance costs: Tesco PLC (2024); comparative figures: Tesco PLC (2023).
Key financial observations
1. Profitability
There was an improvement in gross margin between 2023/24 to 2022/23, from 5.8 % to 7.85 %, attributed to efficiencies within the supply-chain and recovery of income from commercially and operationally related income (Tesco PLC, 2024). Operating margin multiplied nearly two-fold with this result, with positive assistance from a lower-than-anticipated impairment charge recorded, and a strong retail trading performance during the fiscal year (Tesco PLC, 2024).
2. Efficiency
Asset turnover increased slightly (1.42× to 1.45×), meaning a slightly more efficient use of assets to produce sales, due to investment in digital initiatives and store-format optimisation (Tesco PLC, 2024).
3. Liquidity & Working Capital
The current ratio dropped from 0.78× to 0.66×, signalling tighter supplier-payment terms common in retail, but also close to the reduced liquidity available in the short-term (Tesco PLC, 2024).
4. Solvency & Coverage
Debt to equity grew moderately, while coverage more than doubled to 5.05×, showing ample capacity to meet debt obligations (Tesco PLC, 2024).

Sustainability Analysis
Tesco's Planet Plan sets out a broad set of overarching principles to mitigate environmental impact, setting targets for six key strategic pillars, with all pillars verified through the Science Based Targets initiative. Tesco plans to achieve its net-zero Scope 1 and 2 emissions by 2035 then full value-chain net-zero by 2050, and provide more rigorous corporate assurance (Tesco PLC, 2024).
Between February 2023 and February 2024, Tesco was able to deliver a 13.2 % reduction in its Scope 1 and 2 greenhouse gas emissions, year on year, from 1 047 142 tCO2e to 909 089 tCO2e. This reduced impact is the outcome of substantive investment into energy efficiency, refrigeration replacement, and optimising logistics, and illustrates the company's carbon management strategy which is consistent with SBTi pathways (Tesco PLC, 2024).
The pillar, "Improve Our Products" implemented trials of low-carbon fertiliser on 1 300 ha over farms within the UK, resulting in further greenhouse gas and nitrous oxide emissions reduction of up to 50 %, representing clear traction. Tesco intends, in 2024/25 to scale this trial to 13 000 ha, and to only source and subsequently sell own brand, produce where the product has LEAF Marque certification by 2025 (Tesco PLC, 2024). In "Decarbonise Transport" pillar, it states that 11 percent of its home delivery fleet is now electric, and Tesco is operating 571 electric vans in the fleet. The rollout occurred at the same time as 2,500 charging points installed at stores and depots, that decreased diesel consumption and associated emissions intensity. The company can find time to phase in EVs into its fleet by 2030 (Tesco PLC, 2024). 
With respect to the "Reduce Store Emissions" commitments, Tesco committed to using 100 percent renewable electricity for all its UK operations, covering more than 2,700 stores, and potential carbon footprint savings. The company undertook sites solar photovoltaic testing at 100 stores to generate 20 gigawatt-hours of energy per year to compensate for its grid consumption. Other initiatives included a £60 million funded investment in decarbonisation of refrigeration with improvement to heat pumps (Tesco PLC, 2024). 
For the "Support Sustainable Consumption", Tesco initiated Future Farmer programme, where it trains 75 next generation growers every year in regenerative agricultural techniques; in addition, the Better Baskets campaign removed 96.9 billion calories from own brand products by means of nutrition reformulation and recipe innovation. All of which support sustainable consumption to support healthier objectives and reduce environmental cost across global sustainable supply chains (Tesco PLC, 2024). 
The "Eliminate Waste & Protect Nature" pillar provides estimates of a 38 percent decline in operational food waste and diverted surplus product from wastage. There are estimates of achieving 86 percent recyclability in their own branded packaging, and expansion to offer LEAF Marque certification to all UK growers. The Nature programme offered a grant program for biodiversity and soil-health projects on 200 farms (Tesco PLC, 2024). Governance of Tesco’s Planet Plan is maintained at board level through a Sustainability Committee, meeting four times a year to review progress. Executive leadership integrates environmental KPIs in remuneration and reviews for capital allocation. TCFD disclosures (Annual Report pages 39–45) cover scenario analysis on climate risk, climate risk management and metrics (Tesco PLC, 2024).
Drivers of Performance
1. Inflation & Cost Discipline
Sustained food inflation was mitigated by large-scale procurement using scale, dynamic pricing, and "Save to Invest" savings of £550 m while not impacting margins (Atrill & McLaney, 2023; Tesco PLC, 2024).
2. Banking Disposal & Classification
Sale of Tesco Bank (completed February 2024) allowed Tesco to classify its results as discontinued operations, removing volatility in credit-loss provisions and achieving greater focus on core retail income (Tesco PLC, 2024).
3. Non-core Impairments
A net reversal of impairments for charges (£28 m release vs £982 m charge in prior year) materially improved statutory profit comparisons (Tesco PLC, 2023; Tesco PLC, 2024).
4. Working Capital Optimisation
CDPs performed tight payables; whilst improved cash conversion weakened current ratio, elevating short-term liquidity risks in volatile circumstances (White, Sondhi & Fried, 2021).
5. Sustainability Investment
Investments of £1.9 bn on low-carbon agriculture, renewables and waste reduction projects established stronger-long-term cost structures and enhanced brand positioning but reduced free cash flow in the short term (Eccles, Ioannou & Serafeim, 2014; Tesco PLC, 2024).
6. Digital & Convenience Expansion
Investments in online grocery and convenience formats executed higher basket values and operating leverage and reinforced efficiency metrics (Tesco PLC, 2024).
Recommendations
1. Improve Liquidity Management
· Negotiate to former supplier terms to limit average payables days and align to peer-average current ratio (c. 0.8×), (Brigham & Ehrhardt, 2022).
· Maintain cash reserves of at least £5 bn and consider a revolving credit facility to provide backstop on market volatility.
2. Maximise Capital Structure
· Use surplus cash to retire high-cost lease obligations, targeting debt-to-equity ≤ 2.5×.
· Raise green bonds to finance of renewable energy and low-carbon initiatives at favourable margins (Eccles et al., 2014).
3. Drive Margin Protection Via Analytics
· Use scale-based AI-passive procurement and dynamic pricing tools to avoid inflation in input costs and adjust category profitability across stores.
· Scale Clubcard-enabled personalised attrition promotions to ever-increasing gross margin per transaction (Tesco PLC, 2024).
4. Accelerate Sustainable Agriculture
· Accelerate commercial availability of low-carbon fertiliser on an area equivalent 13 000 ha; and retailer regenerative agriculture incentives on a minimum of 50 % of own-brand supply.
· Promote further capacity on site renewables (solar PV, heat pumps) to target a 30 % reduction in store emissions by 2027.
5. Amplify Growth-Sourced Revenues
· Expand margin-accretive channels, especially Tesco One Stop and data partnerships for revenue diversification.
· Utilise loyalty data for targeted services products cross-buying opportunities, post-bank sale.


6. Embed ESG into Executive Incentives
· Link executive compensation and accountability into Planet Plan KPIs, on Scope 1 and 2 emissions; waste-reduction metrics.
Conclusion
Ratio analysis clarified Tesco's transformation over two years: both operating and net margins have doubled; returns on assets and equity have improved markedly; and interest cover achieved a comfortable position of 5×, regardless of ever-increasing leverage. It was integrated within sustainability metrics, and therefore nudged an easier, more comprehensive view, linking performance across financial health and environmental guardianship. Disciplined thought led to actionable insights and targeted recommendations focused on improving liquidity health, maximise capital, while fast-tracking the net-zero trajectory, positioning Tesco for sustainable resilience and long-term value.
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