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Introduction 
The financial analysis of McDonald's Corporation from 2019 to 2022 aims to clarify the company's fiscal dynamics and assess its operational effectiveness over this time. This study examines the company's financial statements and does a detailed ratio analysis, which is an important tool for stakeholders seeking to understand the organization's financial health and stability. By evaluating the liquidity, profitability, and solvency ratios, this analysis provides a detailed picture of how successfully McDonald's has managed its resources in the face of changing economic conditions. This report's principal objectives are dual. First, it will evaluate McDonald's financial performance over four years, offering a clear picture of trends and movements in important financial measures. This understanding is critical for investors, creditors, and management because it provides a foundation for making educated decisions. Second, the paper intends to use the ratio analysis results to make strategic recommendations that could improve McDonald's financial resilience and growth potential. These recommendations will focus on operational efficiency, cost management, and revenue creation, to strengthen the company's financial position and ensure its long-term viability in the competitive fast-food business.











Financial Performance Overview
McDonald's Corporation's financial performance from 2019 to 2022 demonstrates a dynamic landscape with various degrees of sales, cost management, and net income fluctuations. Total revenues fell from $23,164,400 in 2019 to $19,207,800 in 2020, a year marked by significant worldwide economic shocks (Attrill & McLaney, 2015). However, revenues quickly recovered, rising to $23,182,600 by 2022, demonstrating resilience and an effective market adaptation approach (Drury, 20).                                             Net income likewise fluctuated, falling from $6,025,400 in 2019 to $4,730,500 in 2020 before rising to $6,177,400 in 2022. These changes in net income represent McDonald's operational issues, which were overcome by strategy modifications (Lucey, 2009). The cost of revenue, as a proportion of total revenue, narrowed from 47.66% in 2019 to 43.02% in 2022, indicating greater effectiveness in managing operating costs.
A thorough analysis of the balance sheet gives important information about the company's financial soundness. Notably, total assets increased from $47,510,800 in 2019 to $50,435,600 in 2022, while total liabilities also increased, showing a higher level of leverage over time. The solvency position, as evidenced by negative shareholder equity in all years, raises concerns about long-term financial sustainability and emphasises the importance of a strong financial strategy (Drury, 20).
 In summary, McDonald's financial health has been relatively stable over the last few years, with hints of revenue and net income recovery beginning around 2020. According to the report, while McDonald's has successfully navigated short-term financial difficulties, higher liabilities and a negative equity position highlight the necessity of smart financial management in enhancing future stability and growth.
Ratio Analysis
Ratio analysis is a quantitative method for assessing several aspects of a company's financial stability and performance. By assessing liquidity, profitability, and solvency measures, stakeholders can assess McDonald's financial health and operational efficacy over time. 

Liquidity ratios 
Liquidity ratios measure a company's ability to satisfy short-term obligations without obtaining extra funds. The two primary liquidity ratios are the Current Ratio and the Quick Ratio. 
The Current Ratio assesses a company's capacity to repay its short-term liabilities with short-term assets. It is determined by dividing total current assets by total current liabilities.
· 2019: 0.98 (Current Assets: $3,557,900; Current Liabilities: $3,621,000)
· 2020: 1.01 (Current Assets: $6,243,200; Current Liabilities: $6,181,200)
· 2021: 1.78 (Current Assets: $7,148,500; Current Liabilities: $4,020,000)
· 2022: 1.43 (Current Assets: $5,424,200; Current Liabilities: $3,802,100)
Quick Ratio is a more stringent test of liquidity, excluding inventory from current assets.
· 2019: 0.97 (Quick Assets: $3,507,700; Current Liabilities: $3,621,000)
· 2020: 1.00 (Quick Assets: $6,192,100; Current Liabilities: $6,181,200)
· 2021: 1.76 (Quick Assets: $7,093,900; Current Liabilities: $4,020,000)
· 2022: 1.41 (Quick Assets: $5,372,200; Current Liabilities: $3,802,100)
Profitability Ratios
Profitability ratios measure a company's ability to generate profit from its sales and other operations.
Gross Margin is calculated by dividing the gross profit by total revenue and reflects the percentage of revenue that exceeds the cost of goods sold.
· 2019: 52.36% (Gross Profit: $11,179,400; Total Revenue: $21,364,400)
· 2020: 50.76% (Gross Profit: $9,752,100; Total Revenue: $19,207,800)
· 2021: 54.18% (Gross Profit: $12,580,200; Total Revenue: $23,222,900)
· 2022: 56.98% (Gross Profit: $13,207,200; Total Revenue: $23,182,600)
Net Profit Margin shows the percentage of revenue remaining after all expenses.
· 2019: 28.20% (Net Income: $6,025,400; Total Revenue: $21,364,400)
· 2020: 24.63% (Net Income: $4,730,500; Total Revenue: $19,207,800)
· 2021: 32.50% (Net Income: $7,545,200; Total Revenue: $23,222,900)
· 2022: 26.66% (Net Income: $6,177,400; Total Revenue: $23,182,600)
Solvency Ratios
Solvency ratios assess a company's long-term stability and its ability to meet long-term obligations.
Debt to Equity Ratio is calculated by dividing total liabilities by shareholders' equity. It indicates the proportion of equity and debt used to finance the company's assets.
· 2019: Negative due to negative shareholders' equity (-$8,210,300)
· 2020: Negative due to negative shareholders' equity (-$7,824,900)
· 2021: Negative due to negative shareholders' equity (-$4,601,000)
· 2022: Negative due to negative shareholders' equity (-$6,003,400)
The patterns in these ratios indicate that, while McDonald's has a very constant liquidity profile, its profitability varies according to external market conditions. The negative debt-to-equity ratio indicates severe leverage and financial risk, emphasising the importance of prudent debt management and proactive financial planning.
Recommendation
Based on a detailed ratio analysis of McDonald's financial data from 2019 to 2022, various strategic recommendations can be made to improve the company's long-term viability and financial health. Each of these recommendations is based on current best practices for corporate sustainability and financial management. 
· Cost-cutting strategies: McDonald's should continue to look for new ways to lower operational expenses without sacrificing quality. One successful strategy could be to adopt energy-efficient technologies in all sites, which can greatly cut energy expenses. Adopting more sustainable practices, such as trash reduction and recycling, can help reduce operational costs over time (Attrill and McLaney, 2015).
· Revenue Diversification: Having many revenue streams might help to stabilise financial performance in the face of market volatility. McDonald's might broaden their menu options to include more nutritious, sustainable, and plant-based options to appeal to a wider demographic, particularly ecologically and health-conscious consumers (Wood, 2015). Furthermore, increasing digital interaction through mobile apps and delivery services might provide new revenue streams.
· Technology Investment: Investing in technology, particularly automation and artificial intelligence, can boost operational efficiency while lowering labour costs. Technologies that improve inventory management and streamline the supply chain can result in significant cost savings and reduced environmental impact, aligned with sustainability objectives (Drury, 20).
· Enhancements in Supply Chain Management: McDonald's should prioritize the sustainability of its supply chain by partnering with suppliers who adhere to responsible environmental practices. This not only ensures the sustainability of resources but also strengthens consumer trust in the brand's commitment to environmental stewardship (Lucey, 2009).
· Strategic Debt Management Initiatives: Effective debt management is critical to McDonald's financial viability. To lessen reliance on borrowing, the company should explore restructuring existing debt on more favourable terms and focusing on generating more cash flow from operations (Attrill & McLaney, 2015).
By following these measures, McDonald's may improve its financial sustainability, lessen its environmental impact, and create a stronger, more resilient business model that is in line with current consumer values and market expectations. These enhancements will not only contribute to a better balance sheet but will also help the company meet its long-term strategic goals in sustainability and corporate responsibility.






Conclusion 
The comprehensive ratio analysis of McDonald's financial statements from 2019 to 2022 yielded vital insights into the company's financial health and operational efficiencies. This analysis identified patterns and movements in liquidity, profitability, and solvency ratios, which are critical for informed strategic decision-making.
The liquidity ratios showed a relatively consistent ability to satisfy short-term obligations, with a modest decline in liquidity from 2021 to 2022. This highlights the importance of prudent financial management in maintaining operational fluidity. Profitability ratios revealed unpredictability in McDonald's ability to create earnings over time, with a significant recovery in gross margin by 2022, indicating better cost management. However, the net profit margin decreased somewhat, highlighting potential opportunities for improving operational efficiency.
The solvency ratios were a key discovery, revealing constant negative shareholder equity, indicating significant leveraging and financial risk. This raises serious concerns about the company's long-term financial viability and the urgent need for strategic financial reorganisation.
The recommendations, which include cost reduction through sustainable practices, revenue diversification, technological investments, supply chain improvements, and strategic debt management, are intended to address these results. If applied correctly, these measures have the potential to stabilise McDonald's financial metrics while also aligning the corporation more closely with modern sustainability principles. This connection could strengthen McDonald's competitive advantage and future financial sustainability, ensuring the company's resilience in the face of changing market difficulties and consumer preferences. Thus, the insights derived from this ratio analysis are critical not only for current financial analysis but also for determining a sustainable and profitable course forward.
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