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Section 1: Executive Summary 

The purpose of the paper is to present the recommendations on a potential joint venture opportunity 

for a £5 million project with Aston Martin Lagonda Holdings Plc. The conclusions of the paper have 

been drawn through the analysis of the company’s financial statements (income statement, balance 

sheet and cash flow statements) and calculations of the resulting financial ratios (profitability, 

liquidity, efficiency, leverage, etc.) The paper addresses the importance and relevance of the trends 

these metrics present, whilst also identifying limitations and risks to their use. 

Additionally, the importance of contextualisation of these results is considered, in order to understand 

the true position and performance of the company. SWOT analysis is used to compare these findings 

to those of an industry competitor.  

The company’s annual report from 2021 has been analysed (as this is the most recent full-year report 

available) in order to present any additional information, outside of the financial reports, which may 

be necessary to form a conclusive decision on the opportunity. The unprecedented backdrop of the 

COVID-19 pandemic and the resulting new leadership team presented some challenging times for 

Aston Martin; however, they continue with a clear vision for the future; to establish a culture of 

operation excellence and engineering innovation.  

It is suggested that the potential joint venture is considered not only from the perspective of the 

financial performance of Aston Martin Lagonda Holdings Plc – but also from an environmental, social, 

ethical, and technological stand-point. It is important to consider the economic climate over the past 

few years, and the impact that the global pandemic has had on the supply chain around the world 

(Deloitte, 2020).  

The conclusions to the findings of the paper suggest that with the strategy of the new leadership team 

in place at Aston Martin, it is a long time since core business was in such good health (Aston Martin 

Lagonda Holdings Plc.). There have been significant improvements across most areas of the financial 

statements, particularly the income statement. The financial ratios also indicate that the company’s 

performance with respect to profitability and efficiency have improved. It is apparent after reviewing 

both the balance sheet and cash flow statements that investment spend has increased, which of 

course does impact the amount of debt and hence the liquidity ratios of the company. Although, with 

the overall improving business performance and brand value, combined with its manufacturing 

capabilities, there is an opportunity to take advantage of strategic and operational risks. It is clear that 

the company strives to be technological driven and innovative, and the investment demonstrates a 

long-term plan for the longevity and success of the company. Their focus with regards to 

environmental impact and employee engagement show strong, ethical core values.  

It is recommended that the £5 million joint venture project with Aston Martin Lagonda Holdings Plc is 

pursued, based on both the financial and non-financial information analysed to present this report.   
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Section 2: Introduction 

2.1 Aston Martin Lagonda Global Holdings plc - is the iconic luxury British sports car manufacturer 

(Aston Martin, 2022). Lagonda founded in 1899 and Aston Martin in 1913, the two brands combined 

in 1947 when both were purchased by the late Sir David Brown. The company is listed on the London 

Stock Exchange (London Stock Exchange, 2023) and in 2021 employed over 2,000 people – its revenue 

£1.1 billion pounds.  Its sports cars are produced in Gaydon, England and its SUVs in St Athan, Wales.  

In 2020, Lawrence Stroll became the Company’s Executive Chairman. This saw significant investment 

to ensure that the excellence that defines the company’s products also extended to how the business 

was run. Cutting-edge technology continues to push new boundaries in British engineering mastery. 

2021 was a pivotal year for the company – it marked the completion of Tobias Mores’ first full year as 

Chief Executive Officer. With a new leadership team and against the challenging global backdrop of 

the COVID 19 pandemic, the company had a clear vision for the future; to establish a culture of 

operation excellence and engineering innovation (Aston Martin Lagonda Holdings Plc.) 

2.2 Financial Statements - There are three core statements used for financial reporting: the income 
statement, the balance sheet, and the cash flow statement. Each of these intricately link together to 
present the financial picture of the company. The primary purpose of the income statement is to 
present the performance of the business throughout each period and is used to assess profitability. 
The purpose of the balance sheet is to display the company’s assets, liabilities, and shareholders’ 
equity at a point in time. The cash flow statement takes the net income and adjusts it for any non-
cash expenses. This statement provides the reasoning for the changes in company’s cash and cash 
equivalents (Schmidt, 2023). 
 
2.3 Financial Ratios - are created using the numerical values from a company’s financial statements. 
They are used to perform quantitative analysis and asses a company with respect to its profitability, 
liquidity, efficiency, leverage, etc. There are three main purposes of analysis using financial ratios: 
firstly, to track the performance of the company (Srivastav, Importance of Financial Statements, 2023). 
Calculating individual financial ratios per period and evaluating their change over time can highlight 
trends which may be developing. They can also help to understand the trajectory of operations. 
Secondly, the analysis can be used to make comparative judgements regarding company performance. 
Comparing results with those of competitors can indicate performance with respect to industry 
average. However, for an accurate comparison, ratio analysis can only be compared with other 
companies the same size and type. Thirdly, ratio analysis may be used to strive for specific internally 
or externally set benchmarks (Srivastav, Objectives of Financial Statements, 2023).  
 
2.4 Limitations and Risks - Financial statements and ratio analysis aim to provide an assessment of 

the company’s past performance and current position. The financial analysis helps stakeholders and 

other users make economic decisions (CFI Team, 2022). Nevertheless, it is important to remember the 

limitations and risks. For example, using any financial statement or financial ratio in silo may skew the 

perception of the company (Bloomenthal, 2022). Additionally, financial statements and ratios do not 

provide reasoning or rationale for all results, for example external contributing factors such as global 

pandemics, recessions or supply chain problems could not be identified from these results alone – 

context is important (Parikh, 2020). Similarly, whilst the financial performance of a company is often 

one of the most important metrics for investors, considerations should also be made towards other 

core values of the company such as environmental, social, ethical, technological, and industrial 

decision-making.  

Another type of analysis used to evaluate a company’s competitive position is SWOT (Kenton, 2022). 

This assesses internal and external factors, plus current and future potential to develop strategic 
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planning. It is designed to facilitate a data-driven look at the strengthens and weaknesses of an 

organization, its initiatives or within its industry. (See appendices 1.1).  

Section 3: Review of Financial Statements 
 
3.1 Income statement, balance sheet and cash flow – The primary purpose of the income statement 
is to present the performance of the business throughout each period and is used to assess 
profitability. The company’s sales revenue is presented at the very top, and then deducts the cost of 
goods sold (COGS) to find the gross profit. This is impacted by other operating expenses and income, 
to reach net income – as known as “the bottom line” (CFI Team, 2022).  
 
The purpose of the balance sheet is to display the company’s assets, liabilities, and shareholders’ 
equity at a point in time (see appendices 1.2).  As the name suggests, the two sides of the balance 
sheet must balance, meaning assets must equal liabilities plus equity (Economic Times, 2023). The 
asset section begins with cash and equivalents, which should equal the balance found at the end of 
the cash flow statement. The balance sheet then displays the ending balance in each major account 
from period to period. From the income statement, the net income flows into the balance sheet as a 
change in retained earnings (adjusted for payment of dividends).  
 
The cash flow statement takes the net income and adjusts it for any non-cash expenses. Changes in 
the balance sheet can be used to calculate chase inflows and outflows. The cash flow statement 
displays the change in cash per period, as well as the beginning and ending balance of cash. This 
statement provides the reasoning for the changes in company’s cash and cash equivalents. For 
example, from operating activities, from investing activities and financing activities. Notes to the 
financial statement provide additional information such as disclosures of significant exchanges of 
items that did not involve cash, the amount paid for income taxes and the amount paid for interest 
(Averkamp, 2023).  
 
3.2 External factors and non-financial information - The business model is centred around the brand 

and its heritage, with an extensive dealer network, innovative partnerships, and world class supply 

base. It’s people, skills and innovation are at the heart of its transformational journey to become an 

ultra-luxury British performance brand. The focus is on style, luxury, performance, and exclusivity – 

aiming to become most desirable from a customer perspective and experience focus. Creating special 

models for VIP customers, and winning awards for functionality and beauty, this all helps generate 

brand awareness – including desirability and relevance.  

 

Leading through innovation, and a breath-taking portfolio, the return to Formula 1 for the first time 

in more than 60 years exploited marketing and promoted media presence. Accelerating growth and 

driving profitability are fundamental aspects which can be achieved through attracting and retaining 

world-class talent. Twenty-four apprentices graduated through the apprentice scheme in 2021, and 

STEM programmes see regular engagement with local schools to promote careers in manufacturing 

and inspire the next generation. The pillars of Aston Martin’s strategy centre around the “I AM” culture 

and include aspects such as embedding their I AM values, driving improvements for diversity and 

inclusion, a focus on employee engagement, clear communication and growing the team to meet the 

business’ future capability needs. The organisational values are honest, transparent, accountable, and 

courageous.  

 

The Environmental, Social Governance (ESG) strategy shows a commitment to tackling climate change 

and creating a better environment. Aston Martin aims to achieve net-zero emissions arising from their 
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manufacturing facilities by 2030, and across their entire supply chain by 2039. Embracing 

electrification within their products is a key element of the future innovation strategy – by 2030, the 

sport/GT and SUV portfolio will be fully electrified. The first plug in hybrid electric vehicle is expected 

to launch in 2024 and the first battery electric vehicle is targeted to launch in 2025 (Aston Martin 

Lagonda Holdings Plc.). 

 

Section 4: Analysis of Financial Ratios 

 
The results of this quantitative analysis can be used by parties both internal and external to the 
company. Internal users may include management team, employees, and owners – whilst external 
users include financial analysts, retail investors, creditors, competitors, tax and regulatory authorities 
and industry observers (Bloomenthal, 2022). Generally, ratios should not be used in isolation; it is only 
in combination they can provide a comprehensive view of the company from different angles. There 
are a few limitations to ratio analysis: ratio analysis information is historic -it is not current, it does not 
consider external factors, it does not measure the human element of a company, and it may be difficult 
to compare with other businesses as they may not be willing to share the information (BBC, 2023).  
 
4.1 Profitability Ratios - are used to convey how well a company can generate profits from its 

operations. Just three examples of these types of ratios are profit margin, return on assets, and return 

on equity. Profit margins can measure profitability at various levels – the margins shrink as layers of 

additional costs are taken into consideration, such as the cost of goods sold, operating expenses and 

taxes. These are calculated as gross margin, operating margin, and pre-tax margin (see appendices 

1.3).  

 

Return on assets is used to measure how effective a company is in deploying its assets to generate 

sales and profit. The greater assets the company amasses, the more sales and potential the company 

may generate. Economies of scale help to lower cost and improve margins – returns may grow at a 

faster rate than assets, ultimately increasing return on assets.  

 

Return on equity is a fundamental ratio for shareholders because it is a measure of a company’s ability 

to earn a return on its equity investments. This ratio is calculated as net income divided by the 

shareholders’ equity. The ratio can rise due to higher net income being generated from a larger asset 

base funded with debt. Therefore, this may increase without any additional equity investments 

(Hayes, Profitability Ratios: What They Are, Common Types, and How Businesses Use Them, 2022).  

 

4.2 Liquidity Ratios - are used to demonstrate a company’s ability to pay off its short-term debt 

obligations without raising external capital. There are three types of liquidity ratios including the 

current ratio, quick ratio, and cash (or working capital) ratio. The current ratio demonstrates a 

company’s ability to pay off its current liabilities with its total current assets. This includes cash, 

accounts receivables and inventories. The higher this ratio, the better the company’s liquidity position.  

 

The quick ratio, also known as the acid-test ratio demonstrates a company’s ability to meet its short-

term obligations with its most liquid assets and therefore excludes inventories from its current assets. 

The cash ratio demonstrates the number of times a company can pay off current debts with cash 

generated in the same period. A value greater than one, indicates that the company has generated 

more cash in a period than what is needed to pay off its current liabilities. The opposite indicates not 
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enough cash generated therefore more capital is required (Hayes, Understanding Liquidity Ratios: 

Types and Their Importance, 2022) .  

 

4.3 Efficiency / Activity Ratios - can evaluate how efficiently a company uses its assets and liabilities 

to generate sales and maximise profits. Some fundamental efficiency ratios for a company are 

inventory turnover, days sales outstanding and days payable outstanding. Inventory turnover is a 

measure of how often a company replaces inventory relative to its cost of sales. Generally, the higher 

the ratio, the better – this suggests strong sales. Low inventory turnover ratio might be a result of 

overstocking; alternatively high inventory turnover may suggest insufficient inventory levels to 

support sales activity.  

Days sales outstanding is a ratio to establish how effective a company is at collecting cash from 

customers that paid on credit. If this ratio increases, the company is taking longer to collect cash 

payments whereas the opposite indicates that it is becoming more efficient in this respect and 

therefore has more free cash flow (Wall Street Prep, 2023).  

On the other hand, days payable outstanding is a measure of the number of days a company takes on 

average before paying outstanding supply invoices for purchases made on credit. This metric can 

present the bargaining power of the company within its supply chain – it implies the extent to which 

the company has negotiated favourable terms. The more a supplier relies on a customer, the more 

negotiating leverage that buyer holds. Therefore, here a low ratio value indicates low bargaining 

leverage and therefore less free cash flow, and vice versa.   

4.4 Leverage Ratios - measures the amount of capital that comes from debt. Common ratios evaluated 

in this respect are gearing ratio, debt to equity ratio and interest coverage. The first measures the 

proportion of company’s borrowed funds to its equity. A high gearing ratio indicates a company is 

using debt to pay for its continuing operations. Those industries with large and ongoing fixed asset 

requirements typically have high gearing ratios.  

 

The debt-to-equity ratio calculates the weight of total debt against the total shareholders’ equity. This 

highlights how a company’s capital structure is tilted either towards debt or equity financing. A high 

ratio in this respect can be advantageous because it shows that a company can easily service its debt 

obligations through cash flow and is using the leverage to increase equity returns. Conversely, if debt 

to equity ratio is too high, the cost of borrowing will increase, as will the cost of equity. As a result, 

the company’s WACC will increase, driving share prices down. (Corporate Finance Institute Team, 

2022) 

 

The interest coverage ratio gives an understanding of how easily a company can pay its interest 

expenses. It is predominantly used by lenders, creditors, and investors to determine the risk 

associated with lending money to the company. A low interest coverage ratio means a greater 

company’s debt and therefore risk of bankruptcy. This is also an indication that insufficient operating 

profits are available to meet interest payments and therefore exposes vulnerability to volatile interest 

rates. However, a ratio too high also suggest that the company is overlooking opportunities to magnify 

their earnings through leverage. Lower than 1 implies poor financial health, above 3 would be 

reassuring for investors.  
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4.5 – Investment ratios - are also commonly known as market value ratios are used to present the 

current share price of a publicly-held company’s stock. These ratios are commonly used by current 

and potential investors to determine whether a company’s shares are over or under priced. Earnings 

per share does not reflect the market price of a company’s share but can be used by investors to derive 

the price they think the shares are worth. The price per earnings ratio is used to compare the same 

ratio results for competing companies, to evaluate their share pricing. The dividend yield is the return 

on investment to investors if they were to buy the shares at the current market price. The dividend 

cover can measure the number of times that a company can pay dividends to its shareholders, 

although this ratio is a fairly poor indicator of future risk.  

 

4.6 – Financial ratio calculations -  
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Section 5: Conclusion and Recommendations 

5.1 Financial Information –  

• Income statement reflects improvement in all areas in 2021, with comparison to 2020 

company performance.  

• The greatest improvement is seen within the operating income, demonstrating an emphasis 

to reduce manufacturing costs.  

• With anticipated sales growth (revenue), due to product portfolio and also the recovery from 

the global pandemic, positive net income and operating income would be expected in 2022.  

• Whilst current assets have decreased, total assets have increased. This demonstrates the 

consideration to a long-term business model and strategy for the business.  

• Total liabilities have increased by a greater amount than current liabilities which shows 

realistic expectations for performance improvements. This echoes the CFO statement, “we 

will continue to monitor our liquidity needs and maintain a prudent approach to managing 

our balance sheet”.  

• The book value has decreased in comparison to 2020, although shows an improvement from 

the performance in 2018. It is recommended that this is analysed further to understand 

whether this is a reflection of the overall UK market condition. Comparison to Porsche SE 

highlights that their book value increased from 2020 to 2021, however, this company does 

operate primarily within the UK market – therefore is not a fair comparison in this regard.  

• There has been a greater increase overall in the total assets compared to the overall increase 

in total liabilities. This would suggest that the strategy towards resources accrual is beneficial 

in the long term.  

• The cash flow from operating activities has significantly improved in 2021 compared to the 

two years prior. 

• The cash flow from both investing and financing activities remains negative though, which 

means the net change in cash remains negative as well.  The company doesn’t appear to be 

over-investing due to cash availability but recognises that financing both short term and long 

term is necessary to pursue goals and take some business risk.  

5.2 Non – financial information –  

• ESG strategy shows commitment to responsible and economic growth, and conducting 

business in an ethical and transparent manner.  

• Strategic priorities to transform and help realise strategic goals and reinforce competitive 

position.  

• Strategy surrounding the I AM culture – aspects such as embedding core values, driving 

improvements for diversity and inclusion and focus on employee engagement.  

• Healthy dealer stock, with supply to match demand – driving an improved, more efficient 

operating footprint and a balance sheet to support medium term plan. 

• Long term vision for the company includes supporting and engaging with the next generation 

through apprenticeship schemes and STEM programmes with local schools.  
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Section 7: Appendices 

1.1 SWOT analysis – strengths, weaknesses, opportunities, and threats 

Aston Martin with comparison to Porsche SE 

Aston Martin - Strengths:  

• Manufacturing capabilities 

• Brand value 

• Improved business performance 

Aston Martin - Weaknesses: 

• Increase in debt 

Aston Martin - Opportunities: 

• Market outlook: electric vehicles 

• Contract agreements 

• Electric vehicles: the US 

Aston Martin - Threats: 

• Dependence on few suppliers 

• Regional and economic influences  

• Competition 

Porsche SE – Strengths: 

• Brand portfolio 

• Operational network 

• Improved operating performance 

Porsche SE – Weaknesses:  

• Decrease in vehicles delivered 

Porsche SE – Opportunities:  

• Strategic partnership 

• Global automotive manufacturing market 

• Global hybrid and electric vehicles market 

Porsche SE – Threats:  

• Stiff competition 

• Increase in raw materials costs 

• Automotive emission standards 

 

1.2 – Key terms – balance sheet 

• Assets are company owned resources – divided into current and non-current or long term.  

• Liabilities are debts or obligations (the amount owed to creditors) – divided into current and 

long term.  

• Shareholders’ or owner’s equity is known as the book value of the company. 
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1.3 – Key terms – profitability ratios 

• Gross margin is how much a company makes after accounting for the cost of goods sold.  

• Operating margin is the percentage of sales left after covering cost of goods sold and 

operating expenses. 

• The pre-tax margin shows a company’s profitability after further accounting for non-operating 

expenses.  

• Net profit margin is a company’s ability to generate earnings after all expenses and taxes.  
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Profitability ratios:  

Gross profit = revenue – cost of goods sold 

Gross margin = gross profit / sales 

Operating profit margin = operating profit / sales 

Net profit margin = net income / sales 

Return on assets = net income / total assets 

Return on equity = net income / shareholder’s equity 

Liquidity ratios:  

Current ratio = current assets / current liabilities 

Quick ratio = current assets less stock / current liabilities  

Cash ratio = cash and cash equivalents / current liabilities 

Efficiency / activity ratios:  

Total trade and other receivables = non-current + current  

Average revenue per day = annual revenue / 365 days 

Days sales outstanding (DSO) = trade and other receivables / average revenue per day 

Inventory turnover = cost of goods sold / average inventory 

Total trade and other payables = current + non-current 

Average cost of goods sold per day = annual cost of goods sold / 365 days 

Days payable outstanding (DPO) = trade and other payables / average cost of goods sold per day 

Leverage ratios:  

Gearing ratio = non-current liabilities / (equity + non-current liabilities) 

Debt (equity) ratio = total liabilities / stockholder’s equity 

Long term debt (equity) ratio = long term debt / stockholder’s equity 

Interest coverage = operating profit / finance expense 

Investment ratios:  

Earnings per ordinary share = net income (profit after tax) / number of shares 

Dividend cover = net income (profit after tax) / dividend proposed and paid 

Price per earnings ratio = market value per share / earnings per share 

Dividend yield ratio = dividend per share / market value per share 
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