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[bookmark: _Toc216386192]Introduction
General Electronics (GE) is a global corporation that engages in consumer electronics, including the design, manufacture, and sale of smart products, household products, computer products, and digital services. Over the past decade, the company has grown aggressively internationally, establishing operation hubs in Europe, Asia and North America. Nonetheless, it has experienced high turbulence in its financial performance between 2020-2024. The company experienced a significant decline in net sales as it fell to USD394.9 billion in 2024 compared to USD614.7 billion in 2020. Furthermore, the increased leverage, combined with the negative cash flows, has elevated the concerns of investors and creditors. However, the company has remained operationally active, having continued to invest in property, plant and equipment, signalling its intention to modernise production capacity, support long-term competitiveness, and maintain its innovation pipeline. Hence, this provides a platform to evaluate the root causes of its performance-related issues, and to recommend strategically prudent interventions which are capable of safeguarding and maximising its long-term shareholder wealth.


[bookmark: _Toc216386193]Financial Health Analysis of GE
[bookmark: _Toc216386194]Profitability Ratios of GE
Gross Profit Margin (see Appendix A)
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Figure 1. Gross Profit Margin of GE 
Source: Self-made, 2025
It quantifies the efficiency with which the organisation converts sales into gross profit (Brigham and Houston, 2021). In the case of GE, it stayed relatively steady at about between 2020 and 2022, indicating the same production efficiency. In 2023, however, the margin declined drastically. According to a report issued by GE (2023), the company experienced a sharp increase in its costs in the year owing to rising input costs, supply chain challenges and intensive price reductions in response to the pressure of inflation, delays in the supply of essential materials used in the production of products, labour skills shortages and other intricate global geopolitical pressures. The margin has returned to its previous state in 2024, indicating better cost management and the probability of supply chain normalisation, albeit at the cost of significantly reduced sales.
Net Profit Margin (see Appendix B)
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Figure 2. Net Profit Margin of GE 
Source: Self-made, 2025
It is a holistic indicator of profitability that indicates the ratio of the sales revenue that can be retained as profit after all expenses are subtracted (Brigham and Houston, 2021). In GE, the ratio decreased significantly in five years. In 2020, it stood at 6.28, which signifies a healthy profitability. However, in 2021 and 2022, it dropped drastically to 0.88 and 0.07, respectively, indicating increasing operating costs. In 2023, the company reported an extreme net loss, which resulted in a ratio of -23.36. This sharp decline was catalysed by a mix of declining sales, high operational costs, and increased finance costs. Despite the reduction of losses in 2024, the ratio was still negative at -6.08, which indicated a cost burden. Hence, the ongoing downward trend demonstrates that the firm is not in a position to make any profit on its core operations (Aminah, 2021). 
[bookmark: _Toc216386195]Liquidity Ratios of GE
Current ratio (see Appendix C)
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Figure 3. Current Ratio of GE 
Source: Self-made, 2025
It is a measure of the firm’s ability to pay off its short-term liabilities with its short-term assets of the firm (Atrill and McLaney, 2008). Throughout the years 2020-2024, the current ratio of GE decreased by 0.29, showing a decreasing trend of liquidity. This decline is mostly attributed to a drastic decline in current assets, especially cash (USD37,153m in 2020 to USD26,783m in 2024) and an increase in current liabilities, fuelled by higher dependence on credit (USD20,000m in 2020 to USD36,960m in 2024) and continuously high accounts payable. The consequences of this negative trend are alarming because this can lead to loss of short-term creditor confidence and escalation of the refinancing risk (Sunaryo, 2021).
Quick Ratio (see Appendix D)
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Figure 4. Quick Ratio of GE 
Source: Self-made, 2025
It shows the capacity of the firm to pay urgent debt obligations by employing only highly liquid assets such as cash and receivables (Atrill and McLaney, 2008). In the case of GE, the analysis shows that the quick ratio declined significantly in 2022 to 0.92. The decline is especially worrisome, caused by increasing inventories (hitting USD140,181m). The consequences of such situations are severe since they can impose strain on the cash flow, raise the chances of short-term borrowing, and increase financial risk (Sabilillah et al., 2025).
[bookmark: _Toc216386196]Efficiency Ratios of GE
Asset Turnover (see Appendix E)
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Figure 5. Asset Turnover of GE 
Source: Self-made, 2025
It is used to assess the efficiency of a company in terms of using its asset base to create sales (Atrill and McLaney, 2008). The analysis indicates that the asset turnover of GE decreased continuously between 2020 and 2023, followed by an increase in 2024. The fall of 2020-2023 was fueled by factors that included declining sales owing to revenue decreasing by USD200bn in three years. However, the steep growth in 2024 was not driven by a recovery in revenue but rather by a more severe decrease in the asset base (USD355bn to USD323bn) caused by impairments of PPE, lower levels of inventory, and lower working capital. Hence, this indicates an artificial inflation of the ratio that does not indicate real operational efficiency. 
Fixed Asset Turnover Ratio (see Appendix F)
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Figure 6. Fixed Asset Turnover of GE 
Source: Self-made, 2025
It evaluates the efficiency with which a company uses its long-term assets, e.g., machinery, plants, and equipment, to produce sales (Petty et al., 2015). In GE, the ratio grew steadily between 7.04 (2020) and 11.55 (2024). This improvement is, however, a misleading one since the company intentionally contracted the Net PPE annually with asset impairment, lower capital expenditure and divestment. In addition, as the net sales declined by 35 per cent, the rise in the ratio is primarily due to the decline of the asset base, rather than better performance. Therefore, the ratio increases the financial distress instead of reflecting the real operational strength.
[bookmark: _Toc216386197]Gearing Ratios of GE
[bookmark: OLE_LINK4]Interest Coverage Ratio (see Appendix G)
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Figure 7. Interest Coverage Ratio of GE 
Source: Self-made, 2025
It evaluates the capacity of a firm to pay its interest obligations using its operating earnings (Brigham and Houston, 2021). The ratio had been heavily impaired in the five years at GE. In 2020, it stood at 12.23, implying that the company was in a position to pay interest payments in excess of twelve times. Nevertheless, the ratio declined to 5.95 in 2021 and 7.67 in 2022, indicating decreasing operational profitability and slight gains in interest expenses. The greatest change was noticed in 2023 and 2024, when the ratio turned negative. This adverse change is occasioned by significant losses in EBIT due to the lowered sales, increased operating costs and increased dependence on short-term financing. This indicates that the business is no longer making sufficient operating profit to cover interest payments and has to resort to outside financing or the sale of assets to cover debt (Puspitasari et al., 2021). 
Debt-to-Equity Ratio (see Appendix H)
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Figure 8. Debt-to-Equity Ratio of GE 
Source: Self-made, 2025
It is used to assess the ratio of financing of a firm by creditors to shareholders to estimate the long-term liquidity risk of a firm based on its capital structure (Brigham and Houston, 2021). Throughout the five years, the ratio rose tremendously at GE as it portrays an expanding leverage and decreasing equity. This upward trend is caused by the growth in total liabilities and a decrease in shareholders’ equity. The upward trend indicates that the company is moving towards a greater reliance on debt financing, exposing it to greater financial risk, particularly since its profitability is falling, and the interest that the company covers is negative (Petty et al., 2015).
[bookmark: _Toc216386198]Investment Ratios of GE
Return on Assets (ROA) (see Appendix I)
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Figure 9. Return on Assets (ROA ) of GE 
Source: Self-made, 2025
It is used to determine the efficiency of a company in utilising its total assets to produce net income (Brigham and Houston, 2021). The ROA of GE exhibited a drastic downward trend over the past five years. The significant decline can be largely explained by the significant reduction of the net income, which shifted small profits in 2020-2022 to huge losses in 2023-2024. Concurrently, the company continued to hold a significant asset base, among which it retained a substantial amount of investment in PPE. This implies that the company was not getting adequate returns on its assets to meet operational and financial expenses. This continuing negative ROA suggests that the assets are starting to become a liability, thereby exposing the firm to the likelihood of financial distress (Saputra,2022).
Return on Equity (ROE) (see Appendix J)
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Figure 10. Return on Equity (ROE ) of GE 
Source: Self-made, 2025
It is used to measure the efficiency with which a company utilises the invested capital of shareholders to generate profit (Petty et al., 2015). The ROE of GE has a very negative trend over the five years. The drastic decrease can be directly attributed to the major net losses in these years caused by the increased costs, fall in demand, and the increase in interest rates. Since ROE uses the net income, any significant loss will instantly drag the ratio into negative figures, indicating demolition instead of the creation of shareholder value (Petty et al., 2015). These movements have serious implications as the progressive decline in ROE is a deterrent to equity investors, a demoralising factor in the market, and a pressure-inducing factor on the management to enhance efficiency in its operations (Saputra,2022).
[bookmark: _Toc216386199]Cash Flow Ratios of GE
Cash Flow Margin Ratios (see Appendix K)
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Figure 11. Cash Flow Margin Ratios 
Source: Self-made, 2025
It is a metric used to determine the effectiveness of a company in turning its revenue into real cash inflows resulting from operating activities (Petty et al., 2015). The analysis of GE shows that it had a strong negative trend in cash flow margin over the five years. This is a progressive deterioration of the cash-generating capacity of this firm. This degradation is associated with a decrease in net sales, an increase in operating costs, and poor working capital management. To the shareholders, this decreasing cash flow margin is a sign of operational inefficiency and to creditors, this ratio will provide incentive for more restrictive lending terms or an increase in the cost of borrowed funds (Petty et al., 2015).


[bookmark: _Toc216386200]Working Capital Management Analysis of GE
[bookmark: _Toc216386201]Assessment of Cash Operating Cycle (CoC) 
The management of working capital is imperative to GE, especially with its reduced liquidity status, declining profitability, and increasing leverage in 2020-2024. Working capital entails the capital that is engaged in day-to-day activities. It is usually measured using the Cash Operating Cycle (CoC) (Atrill and McLaney, 2008). The ratio that indicates how many days it takes to recover cash invested in inventory and receivables in the form of sales. Hence, an increased cycle signifies operational rigidity and possible liquidity stress (Brigham and Houston, 2021). 
Inventory Days (see Appendix L)
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Figure 12. Inventory Days
Source: Self-made, 2025
It is a measurement of the duration of stock holding before a sale occurs. A smaller value reflects the higher turnover, while higher values are an indicator of slow-moving inventory that can either raise storage costs, obsolescence or pressure on the cash flow (Atrill and McLaney, 2008). The analysis of GE shows that its inventory days significantly increased to 131 days from 100 days between 2020 and 2022, which shows that there was a sluggish movement of inventory. Potential causes of this could be slow sales of consumer electronics after the pandemic, surplus production compared to the predicted sales, poor inventory planning or purchasing in response to the obsolescence of technology due to the high rate of changes, etc (Rompotis, 2025). 
Receivables Days (see Appendix M)
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Figure 13. Receivables Days
Source: Self-made, 2025
It reveals the average number of days in which the company collects the payments of the customers (Atrill and McLaney, 2008). During 2020-2022, the company had a comparatively steady collection period of 75-78 days, which showed a stable cycle of credit. In 2023 and 2024, however, the collection period surged dramatically, at 97.6 days in 2023 and 105.5 days in 2024. This degradation is parallel to the declining profitability, implying that customers are postponing payments because of the economic strain or less confidence in the service levels at GE. 
Payable Days (see Appendix N)
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Figure 14. Payable Days
Source: Self-made, 2025
It indicates the duration of time the firm requires to settle its suppliers (Atrill and McLaney, 2008). The analysis shows that the payables of GE rose in 2020-2023, leading to the prolongation of payable days. This demonstrates that GE had actually postponed payments to alleviate the liquidity constraints. In 2024, however, the ratio dropped drastically, indicating a reduction in the number of payable days. This abrupt decrease suggests that suppliers increased their credit conditions in response to GE’s increased financial risk, or GE tactically shrank outstanding payables to normalise supplier relationships (Kithinji, 2022). Nonetheless, a declining ratio decreases the availability of free cash flow, forcing the company to secure additional short-term funding. 
Cash Operating Cycle (CoC) (see Appendix O)
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Figure 15. Cash Conversion Cycle (CoC)
Source: Self-made, 2025
The CoC indicates that the efficiency of the GE’s working capital has declined over the years. The inventory days have been on the rise, which implies slower stock turnover and increased holding costs. The receivables days were also continuously high, indicating poor credit management and sluggish customer payment. Conversely, the payables days have most frequently been unable to counter the increasing inventory and receivables period, constraining the inherent cash-flow buffer suppliers offer. This has led to a longer overall CoC. This complicates liquidity, financing requirements, and raises short-term financial risk for GE.
[bookmark: _Toc216386202]Working Capital Improvement Strategies
The CoC analysis shows that GE is undergoing a declining rate of receivables collection, unstable inventory turnover, and ineffective use of supplier credit. Hence, the company should implement specific changes in all the major elements of working capital (inventory, receivables, and payables) to stabilise short-term solvency and strengthen liquidity, which should be supported by the principles of financial management.
Enhancing Inventory Control
Drury (2008) asserts that better inventory turnover positively impacts the working capital cycle of the firm, which leads to faster cash recovery. Therefore, excess inventory stock can be minimised by adopting lean inventory management systems, real-time demand order projections and ABC categorisation. 
Rapid Receivables Collection
According to Petty et al. (2015), the quicker the receivables are collected, the better the operations become liquid. Therefore, the company is recommended to tighten its credit policy, offer early-payment discounts, use automated invoicing and strengthen creditworthiness assessments. Moreover, the implementation of receivables financing methods such as factoring or invoice discounting can also assist in the conversion of the credit sales into cash faster. 
Optimisation of Supplier Payment Strategies
Although the company cannot overstretch the payables to the point where its relationships with suppliers become unsustainable, it is necessary to stabilise the payable days at an optimal level. The short-term cash pressure can also be lowered by negotiating longer payment terms, dynamic discounting, and consolidating purchases to take advantage of bargaining power (Collier, 2012).
[bookmark: _Toc216386203]Financing Options Comparison
To facilitate recovery of liquidity and stabilisation of the working capital cycle, GE needs to analyse the comparative appropriateness of short and long-term financing instruments. The short-term financing, such as revolving credit facilities, trade credit extension, and commercial paper, provides quick access to funds at a reduced cost (Petty et al., 2015). Therefore, it is suitable for addressing seasonal working capital strains. Nevertheless, the decreasing interest coverage ratio of the firm, as well as the fluctuating operating cash flows, indicate that excessive use of short-term borrowing might increase the risk of refinancing (Brigham and Houston, 2021). Conversely, long-term financing, such as corporate bonds, long-term bank loans and equity issuance, offers stability while lessening pressure on liquidity in the short term (Petty et al., 2015). However, it is generally more costly and often dilutes ownership. Hence, as GE has been increasing its debt-to-equity ratio, equity or hybrid financing could be a more sustainable path to recapitalisation without having to introduce excessive leverage. 


[bookmark: _Toc216386204]Strategic Financial Restructuring Plan
The falling profitability, deteriorating liquidity, increasing leverage and decreasing efficiency ratios of GE have demonstrated that there is a need to have a holistic financial restructuring strategy. The plan should be targeted at stabilising the solvency, restoring creditworthiness and enhancing the long-term strategic flexibility. Hence, the proposed restructuring plan includes several aligned measures, each of which is discussed in its consequences on shareholder value, debt structure, operations and the ethical aspects of the world.
Divestiture of Non-Core or Underperforming Assets
The implementation of an efficient divestiture programme would enable GE to refocus its portfolio on high-margin consumer electronics products while terminating operations that generate negative margins or sluggish asset turnover (Feldman and Sakhartov, 2022). The company is now operating in an excessively diversified portfolio of smart products, home appliances, computer hardware, and digital services, most of which experience decreasing margins. Hence, divestiture would enable it to sell assets that are either not synergistic or capital-intensive with the long-term strategic vision. Economically, disposing of non-core businesses will create an instant cash flow that can be deployed to deleverage the balance sheet, refinance working capital, and increase liquidity ratios, which directly responds to issues raised in the Altman Z-Score analysis (Parrino et al., 2025). Therefore, divestiture, in this case, enhances the balance sheet through a reduction in leverage, allowing cash reserves to be used in strategic priorities such as digital product growth or research and development (Brigham and Houston, 2021). To the shareholders, divestiture adds value through redistributing capital to businesses that have a higher ROA and ROE potential (Parrino et al., 2025). Furthermore, divestiture operationally decreases managerial complexity. Nevertheless, the company will have to deal with taxation effects, such as capital gains tax liability and transfer pricing requirements, on the sale of assets across jurisdictions during this divestiture (Atrill and McLaney, 2008). There are also ethical concerns regarding the responsible management of the workforce (Parrino et al., 2025). Therefore, retraining support and open communication should accompany the process of divesting. Overall, divestiture can be a long-term financial recuperation tool, stakeholder confidence, and international competitiveness, if done in a responsible fashion. 
Strategic Merger or Alliance
A merger or strategic partnership with a more innovative, technologically advanced competitor would help GE progress faster in the innovation, market penetration, and cost aspects. It can offer significant advantages to the company, including economies of scale, technology exchange, and expanded market access (Brigham and Houston, 2021). Furthermore, the value of shareholders increases when a merger delivers synergies to boost profitability, margins and cash flows in the future (Brinster, 2021). It also substantially changes the debt structure as it allows for renegotiating loan conditions, getting lower interest rates as a result of higher credit quality, and attaining a more effective capital structure (Parrino et al., 2025). In the case of GE, where the interest coverage ratio has turned into a critical negative, a merger may boost the confidence of creditors. Nonetheless, in multi-national operations, mergers present challenges such as regulatory compliance issues, anti-trust approval and currency exposure (Malik et al., 2023). As an example, consolidated performance can be affected by exchange rate volatility because revenues can be denominated in yen, euro, or USD. Moreover, the ethical considerations include responsible integration practices, customer information protection in system mergers, and integrity of the supply chain (Malik et al., 2023). Hence, when well governed, it would give GE a groundbreaking chance to revive its strategic momentum.
Equity Injection to Restore Solvency
An equity injection (by a rights issue, strategic investor, or private placement) would supply GE with the necessary capital immediately to lower leverage and replenish the working capital (Parrino et al., 2025). In the case of GE, where leverage has been excessive, the infusion of equity is necessary to achieve solvency and regain market confidence. The injection will enhance the equity base, debt-equity ratio, and long-term investments, which cannot be financed using debt due to the current financial limitations. Moreover, since the equity capital has no fixed repayments (Parrino et al., 2025), it would alleviate the tense cash flows of GE, as well as dependence on debt financing. To shareholders, a properly designed rights issue retains ownership, which enhances long-term financial stability (Brigham and Houston, 2021). Moreover, the higher the equity, the stronger the debt-to-equity ratio (Brigham and Houston, 2021), which would enable GE to secure superior interest conditions as well as extend the maturity. Nonetheless, the cross-border equity investment is mandatory to comply with the foreign ownership law, exchange-control law, and tax treaties (Parrino et al., 2025). Thus, when done properly, equity injection will help GE restore financial flexibility and invest in innovation and operational enhancements that will ensure long-term competitiveness.
Debt Restructuring to Enhance Solvency 
With deteriorating interest coverage and increasing leverage, debt restructuring must be a key part of the turnaround plan of GE. This involves bargaining down of interest rates, increasing maturity dates, long-term borrowing of short-term ones or the consideration of partial debt-equity swaps (Parrino et al., 2025). To shareholders, it enhances the future anticipated cash flows through lowering financial risk. Nevertheless, debt-to-equity swaps can also lead to temporary dilution (Parrino et al., 2025), which should be communicated effectively to ensure that investors remain confident.
Long-Term Financial Sustainability through Operational Restructuring
Alongside funding solutions, the operational reorganisation is required to aid the financial restoration of GE. This includes the streamlining of supply chains, production process optimisation, cutting of overheads and technological induced efficiencies (Parrino et al., 2025). Reorganisation of operations increases shareholder value by improving the earnings performance over time (Niu et al., 2025). The agility of the business is also enhanced by the reduced complexity of operations. Nonetheless, any reorganisation that deals with downsizing of the workforce should be done in a responsible manner, whereby fair severance procedures, retraining, and observation of the CSR guidelines should be maintained (Parrino et al., 2025). It should also take into account regulatory differences between markets, labour variations, cross-border tax incentives and variable manufacturing costs as a result of inflation or currency fluctuations (Parrino et al., 2025). Hence, a sustainable success requires balancing the global effectiveness and the local compliance.


[bookmark: _Toc216386205]Investment Appraisal For GE
The above sections of this report have indicated that GE is under serious financial stress, which is depicted by dropping profitability, narrowing liquidity, increasing leverage, and a worsening and inefficient working capital cycle. These vulnerabilities limit the ability of the firm to pursue high-risk or capital-intensive projects without stringent financial due diligence. Simultaneously, the strategic investment is vital in restoring the long-term competitiveness, enhancing the technological abilities, and stabilising the future cash flows. Hence, this section compares three capital projects suggested to be undertaken under a comprehensive investment appraisal framework. 
[bookmark: _Toc216386206]Payback Period (PBP) of The Projects
The PBPs of the projects are summarised below (see Appendix P):
	Project
	Initial Investment (£m)
	Payback Period (Years)

	A
	40
	3.4 years

	B
	30
	5.00 years

	C
	50
	3.6 years


In this method, the project which yields a recovery of its initial investment within the shortest duration is the most desirable (Parrino et al., 2025). Therefore, Project A is the most suitable one as it will allow GE to recuperate its investment in the least time possible, which will allow it to be financially secure within the short term and reduce the possibility of being exposed to seasonal variations of the cash flow. Despite this, it is worth mentioning that this strategy has several flaws. It does not take into consideration the time value of money. Consequently, the present cash flows are seen to be equivalent to future cash flows. It also disregards all the cash inflows above the point of payback. This predisposes choices potentially against projects that are good in the long-term terms of profitability. Therefore, project C, which has higher cash flows in the long term, was not chosen. In addition, the methodology fails to deal with the risk of the entire project. Regardless of these deficiencies, it is a useful initial screening instrument where the liquidity pressure is high, which is a legitimate rationale to select Project A.
[bookmark: _Toc216386207]Average Rate of Return (ARR) of The Projects
The ARRs of the projects are summarised below (see Appendix P): 
	Project
	Initial Investment (£m)
	Average Annual Profit (£m)
	ARR (%)

	A
	40
	2.8
	7.00%

	B
	30
	0
	0%

	C
	50
	5
	10%


The approach considers the profitability of an investment by determining the expected percentage value based on accounting values instead of cash flows, such as PBP (Brigham and Houston, 2021). Thus, solely on ARR, Project C would be chosen since it has the highest profitability to the extent of investment size, which indicates a greater likelihood of improving shareholder returns.  Nevertheless, this method has multiple weaknesses, such as (i) it is based on accounting profit, which is not the best measure of performance because it includes non-cash items such as depreciation, (ii) it does not consider time-value of money, seeing profits in early and later years as equal, (iii) it does not address project risk, which restrict its applicability in strategic investment decisions (Parrino et al., 2025). Thus, although ARR prefers Project C, the investment decision should incorporate discounted cash flow methods of NPV and IRR to have a robust evaluation.
[bookmark: _Toc216386208]Net Present Value (NPV) of The Projects
The NPVs of the projects are summarised below (see Appendix Q)
	Project
	NPV (£m)
	Outcome

	A
	1.31
	Acceptable

	B
	–7.25
	Reject

	C
	4.23
	Best Option


The method evaluates the feasibility of any project by discounting future cash flow at the cost of capital incurred by the company to assess whether the investment is generating value to the shareholders (Atrill and McLaney, 2008). It is the most stable measure used in capital budgeting because it includes the time value of money, the risk-adjusted cost of capital, and absolute value creation (Brigham and Houston, 2021).  The analysis shows that at a 10 per cent discount rate, Projects A and C develop positive NPV, which implies that they will increase the shareholder wealth, whereas Project B generates a negative NPV, which implies that it will destroy value and should be discarded. Among the viable options, Project C has the highest NPV, which implies high profitability in the long term and better performance in the discounted cash flow. Therefore, based on the NPV, Project C would have to be selected because it would leave the shareholders with the maximum value.
[bookmark: _Toc216386209]Profitability Index (PI) of The Projects
The PIs of the projects are summarised below (see Appendix R)
	Project
	PI

	A
	1.04

	B
	0.76

	C
	1.1


It offers a ranking-based choice instrument that is especially useful in cases where capital is rationed (Brigham and Houston, 2021). A score greater than one in this analysis indicates that it is more efficient in transforming investment into net present value (Parrino et al., 2025). According to the analysis, Project C has the best performance (PI = 1.1), which indicates the highest value creation per pound invested. Hence, with the capital rationing restriction (£60m maximum investment), the PI ranking indicates that Project C should be the priority investment. 
[bookmark: _Toc216386210]IRR of The Projects
The IRRs of the projects are summarised below (see Appendix S)
	Project
	IRR (%)
	Comment

	A
	11.6%
	Above cost of capital 

	B
	0–2%
	Below cost of capital

	C
	13.1%
	Above cost of capital


It is a measure of the discount rate at which the NPV of a project will turn out to be zero, which will give a percentage of returns that can be directly compared with the required returns of the firm (Petty et al., 2015). Of the three projects, Project C has the highest IRR, 13.1 per cent, which is higher than the cost of capital of the firm (10%) and also higher than the returns given by Projects A and B. Project C has an average IRR of 11.6, which is still attractive, but lower than that of Project C. Project B, however, does not have a positive NPV at all discount rates. Hence, according to IRR, Project C is the best choice as it has the highest potential return and value addition to shareholders. Nevertheless, the primary weakness of IRR is that it can be misleading when applied to projects with nonstandard cash flows or that compare mutually exclusive projects of varying magnitude (Brigham and Houston, 2021).
[bookmark: _Toc216386211]Investment Recommendation
According to the comparative analysis of investment appraisal, Project C proves to be the most viable project in consideration of the current financial constraints and strategic priorities of GE. Whereas Project A performs well in the PBP, Project C dominates the alternatives on value-based metrics, specifically ARR, NPV, PI, and IRR, which are often regarded as the best indicators of shareholder value creation (Brigham & Houston, 2021). The IRR of project C is still considerably greater than the 10 per cent cost of capital, which implies a high profitability potential even in unstable discount rates. Furthermore, it has the highest NPV compared to the other two projects. Project C also meets the investment capacity under capital rationing of £60m. Notably, despite the fact that Project C has a lower early cash recovery than Project A, its higher and growing cash flows in the later years coincide with the requirement of GE to restore long-term value after recent drops in profitability, liquidity, and asset turnover. Hence, Project C is the most strategically aligned investment option given the distressed financial status of GE.


[bookmark: _Toc216386212]Conclusions
The financial performance analysis of GE from 2020-2024 demonstrates that the company is in severe, though solvable, financial distress. The profitability analysis demonstrates that the gross, operating, and net margins dropped drastically due to decreasing revenues, cost increases, and decreased operational efficiency. The liquidity stresses are reflected in the worsening of the quick and current ratios, whereas the cash operating cycle demonstrates the continued inefficiencies in the management of receivables and inventory. The gearing analysis also depicts the increasing leverage and decreasing interest coverage, which are indicative of the significant solvency risk. The analysis of working capital of the company also revealed that prolonged receivable and inventory turnover, coupled with shortening of payable days, have made the cash unavailable when it is most required. Consequently, the company was suggested to make reforms, such as the tightening of credit control, inventory rationalisation, dynamic discounting, and a more balanced approach of short- and long-term financing, which would offer realistic exit points towards stabilisation of operational cash flow and a renewed sense of liquidity discipline. There were also strategic restructuring alternatives, including the sale of non-core assets, equity injection, selective mergers, and global tax-effective financing, that were found to fortify the balance sheet, enhance shareholder value, and re-establish financial strength. Moreover, the investment opportunities of the company were evaluated carefully to support the greater strategic necessity of focusing on investments that would provide the company with a significant future competitive advantage. Hence, the report shows that the shareholder value can be maintained in GE with an integrated turnaround plan that is both financially sound, internationally receptive, and morally accountable.
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[bookmark: _Toc216386215]Appendix A 
	[bookmark: OLE_LINK2]Year
	Net Sales (£m)
	Gross Profit (£m)
	Gross Profit Margin = Gross Profit ÷ Net Sales
	Gross Profit Margin

	2020
	6,14,680
	1,76,256
	176,256 ÷ 614,680
	28.67%

	2021
	6,01,602
	1,73,016
	173,016 ÷ 601,602
	28.76%

	2022
	5,42,751
	1,52,292
	152,292 ÷ 542,751
	28.06%

	2023
	4,20,457
	97,560
	97,560 ÷ 420,457
	23.20%

	2024
	3,94,879
	1,13,994
	113,994 ÷ 394,879
	28.87%


[bookmark: _Toc216386216]Appendix B
	Year
	Net Sales (£m)
	Net Income (£m)
	Net Profit Margin = Net Income ÷ Net Sales
	[bookmark: OLE_LINK1]Net Profit Margin

	2020
	6,14,680
	38,572
	38,572 ÷ 614,680
	6.28%

	2021
	6,01,602
	5,301
	5,301 ÷ 601,602
	0.88%

	2022
	5,42,751
	407
	407 ÷ 542,751
	0.07%

	2023
	4,20,457
	-98,238
	–98,238 ÷ 420,457
	-23.36%

	2024
	3,94,879
	-24,029
	–24,029 ÷ 394,879
	-6.09%


[bookmark: _Toc216386217]Appendix C
	Year
	Current Assets (£m)
	Current Liabilities (£m)
	Current Ratio = Current Assets ÷ Current Liabilities
	Current Ratio

	2020
	3,26,843
	1,79,510
	326,843 ÷ 179,510
	1.82

	2021
	3,37,146
	2,16,787
	337,146 ÷ 216,787
	1.55

	2022
	3,38,040
	2,16,473
	338,040 ÷ 216,473
	1.56

	2023
	2,58,851
	1,61,148
	258,851 ÷ 161,148
	1.61

	2024
	2,42,494
	1,58,291
	242,494 ÷ 158,291
	1.53


[bookmark: _Toc216386218]Appendix D
	Year
	Current Assets (£m)
	Inventory (£m)
	Current Liabilities (£m)
	Quick Ratio = (Current Assets – Inventory) ÷ Current Liabilities
	Quick Ratio

	2020
	3,26,843
	1,20,430
	1,79,510
	(326,843 – 120,430) ÷ 179,510
	1.15

	2021
	3,37,146
	1,34,469
	2,16,787
	(337,146 – 134,469) ÷ 216,787
	1.09

	2022
	3,38,040
	1,40,181
	2,16,473
	(338,040 – 140,181) ÷ 216,473
	0.92

	2023
	2,58,851
	88,273
	1,61,148
	(258,851 – 88,273) ÷ 161,148
	1.06

	2024
	2,42,494
	79,355
	1,58,291
	(242,494 – 79,355) ÷ 158,291
	1.03


[bookmark: _Toc216386219]Appendix E
	Year
	Net Sales (£m)
	Total Assets (£m)
	Asset Turnover = Net Sales ÷ Total Assets
	Asset Turnover

	2020
	6,14,680
	5,10,290
	614,680 ÷ 510,290
	1.2

	2021
	6,01,602
	5,10,348
	601,602 ÷ 510,348
	1.18

	2022
	5,42,751
	5,04,163
	542,751 ÷ 504,163
	1.08

	2023
	4,20,457
	3,55,872
	420,457 ÷ 355,872
	0.82

	2024
	3,94,879
	3,23,354
	394,879 ÷ 323,354
	1.22


[bookmark: _Toc216386220]Appendix F
	Year
	Net Sales (£m)
	Net PPE (£m)
	Fixed Asset Turnover = Net Sales ÷ Net Property, Plant & Equipment
	Fixed Asset Turnover

	2020
	6,14,680
	87,285
	614,680 ÷ 87,285
	7.04

	2021
	6,01,602
	74,647
	601,602 ÷ 74,647
	8.06

	2022
	5,42,751
	62,791
	542,751 ÷ 62,791
	8.64

	2023
	4,20,457
	44,619
	420,457 ÷ 44,619
	9.42


[bookmark: _Toc216386221]Appendix G
	Year
	Income before tax
	Interest income (expenses)
	EBIT = Income before tax – Interest expense
	Interest Expense (£m)
	Interest Coverage Ratio = EBIT ÷ Interest Expense

	2020
	43,905
	-1,422
	43,905 – (1,422) = 45,327
	1,422
	31.87

	2021
	16,080
	-566
	16,080 – (566) = 16,646
	566
	29.41

	2022
	11,393
	-2,200
	11,393 – (2,200) = 13,593
	2,200
	6.18

	2023
	-92,254
	-4,332
	–92,254 – (4,332) = –87,922 
	4,332
	–20.29

	2024
	-18,598
	-3,361
	–18,598 – (3,361) = –15,237
	3,361
	–4.53


[bookmark: _Toc216386222]Appendix H
	Year
	Total Liabilities
	Total Equity
	Debt-to-Equity Ratio = Total Liabilities ÷ Total Shareholders’ Equity

	2020
	1,96,989
	3,13,301
	0.63

	2021
	2,34,399
	2,75,949
	0.85

	2022
	2,35,757
	2,68,406
	0.88

	2023
	1,76,952
	1,78,920
	0.99

	2024
	1,70,249
	1,53,105
	1.11


[bookmark: _Toc216386223]Appendix I
	Year
	Net Income (Loss) (£m)
	Total Assets (£m)
	ROA = Net Income ÷ Total Assets
	ROA (%)

	2020
	38,572
	5,10,290
	38,572 ÷ 510,290
	7.56%

	2021
	5,301
	5,10,348
	5,301 ÷ 510,348
	1.04%

	2022
	407
	5,04,163
	407 ÷ 504,163
	0.08%

	2023
	-98,238
	3,55,872
	–98,238 ÷ 355,872
	–27.60%

	2024
	-24,029
	3,23,354
	–24,029 ÷ 323,354
	–7.43%


[bookmark: _Toc216386224]Appendix J
	Year
	Net Income (Loss) (£m)
	Total Shareholders’ Equity (£m)
	ROE = Net Income (Loss) ÷ Total Shareholders’ Equity
	ROE (%)

	2020
	38,572
	3,13,301
	38,572 ÷ 313,301
	12.31%

	2021
	5,301
	2,75,949
	5,301 ÷ 275,949
	1.92%

	2022
	407
	2,68,406
	407 ÷ 268,406
	0.15%

	2023
	-98,238
	1,78,920
	–98,238 ÷ 178,920
	–54.90%

	2024
	-24,029
	1,53,105
	–24,029 ÷ 153,105
	–15.69%


[bookmark: _Toc216386225]Appendix K
	Year
	Operating Cash Flow (OCF) (£m)
	Net Sales (£m)
	Cash Flow Margin = Operating Cash Flow (OCF)/ Net Sales
	Cash Flow Margin (%)

	2020
	73,392
	6,14,680
	73,392 ÷ 614,680
	11.94%

	2021
	40,283
	6,01,602
	40,283 ÷ 601,602
	6.69%

	2022
	10,926
	5,42,751
	10,926 ÷ 542,751
	2.01%

	2023
	25,190
	4,20,457
	25,190 ÷ 420,457
	5.99%

	2024
	14,822
	3,94,879
	14,822 ÷ 394,879
	3.75%


[bookmark: _Toc216386226]Appendix L
	Year
	Inventory (£m)
	Cost of Sales (£m)
	Inventory Days=(Inventory​/Cost of Sales)*365
	Inventory Days

	2020
	1,20,430
	4,38,424
	(120,430 ÷ 438,424) × 365
	100.2 days

	2021
	1,34,469
	4,28,586
	(134,469 ÷ 428,586) × 365
	114.5 days

	2022
	1,40,181
	3,90,459
	(140,181 ÷ 390,459) × 365
	130.9 days

	2023
	88,273
	3,22,897
	(88,273 ÷ 322,897) × 365
	99.7 days

	2024
	79,355
	2,80,885
	(79,355 ÷ 280,885) × 365
	103.1 days


[bookmark: _Toc216386227]Appendix M
	Year
	Accounts Receivable (£m)
	Net Sales (£m)
	Receivables Days=(Accounts Receivable​/Net Sales)×365
	Receivables Days

	2020
	1,29,433
	6,14,680
	(129,433 ÷ 614,680) × 365
	76.9 days

	2021
	1,29,215
	6,01,602
	(129,215 ÷ 601,602) × 365
	78.4 days

	2022
	1,12,346
	5,42,751
	(112,346 ÷ 542,751) × 365
	75.5 days

	2023
	1,12,596
	4,20,457
	(112,596 ÷ 420,457) × 365
	97.6 days

	2024
	1,14,182
	3,94,879
	(114,182 ÷ 394,879) × 365
	105.5 days


[bookmark: _Toc216386228]Appendix N
	Year
	Accounts Payable (£m)
	Cost of Sales (£m)
	Payables Days=(Accounts Payable/Cost of Sales ​)×365
	Payables Days

	2020
	83,229
	4,38,424
	(83,229 ÷ 438,424) × 365
	69.3 days

	2021
	92,707
	4,28,586
	(92,707 ÷ 428,586) × 365
	78.9 days

	2022
	71,373
	3,90,459
	(71,373 ÷ 390,459) × 365
	66.7 days

	2023
	57,033
	3,22,897
	(57,033 ÷ 322,897) × 365
	64.4 days

	2024
	72,031
	2,80,885
	(72,031 ÷ 280,885) × 365
	93.5 days


[bookmark: _Toc216386229]Appendix O
	Year
	Inventory Days
	Receivable Days
	Payable Days
	CCC = Inventory Days + Receivable Days – Payable Days

	2020
	100.2
	76.8
	69.3
	107.7 days

	2021
	114.4
	78.4
	79
	113.8 days

	2022
	131
	75.5
	66.7
	139.8 days

	2023
	99.7
	97.6
	64.4
	132.9 days

	2024
	103.1
	105.4
	93.5
	115.0 days


[bookmark: _Toc216386230]Appendix P
PBP Calculation
Project A
	Year
	Cash Inflow (£m)
	Cumulative Cash Flow (£m)

	0
	–40
	–40

	1
	10
	–30

	2
	12
	–18

	3
	14
	–4

	4
	10
	6 

	5
	8
	14


Hence, PBP = 3 + (4 ÷ 10) = 3.4 years
Project B
	Year
	Cash Inflow (£m)
	Cumulative Cash Flow (£m)

	0
	–30
	–30

	1
	6
	–24

	2
	6
	–18

	3
	6
	–12

	4
	6
	–6

	5
	6
	0 


Hence, PBP = 5.0 years
Project C
	Year
	Cash Inflow (£m)
	Cumulative Cash Flow (£m)

	0
	–50
	–50

	1
	5
	–45

	2
	10
	–35

	3
	20
	–15

	4
	25
	10 

	5
	15
	25


Hence, PBP = 3 + (15 ÷ 25) = 3.6 years
[bookmark: _Toc216386231]Appendix Q
ARR Calculation
Project A
(i) Annual Depreciation= (Initial Investment ÷ 5) = 40 ÷ 5 = £8m per year
(ii) Accounting profit = (Net cash inflow – Depreciation)
	Year
	Net Cash Inflow (£m)
	Accounting Profit (£m)

	1
	10
	2

	2
	12
	4

	3
	14
	6

	4
	10
	2

	5
	8
	0


Total Accounting Profit = £14m
Average Accounting Profit = 14 ÷ 5 = £2.8m
(iii) ARR for Project A = (Average Annual Accounting Profit/ Initial Investment) = 2.8 ÷ 40 = 7.0%
Project B
(i) Annual Depreciation= (Initial Investment ÷ 5) = 30 ÷ 5 = £6m per year
(ii) Accounting profit = (Net cash inflow – Depreciation)
	Year
	Net Cash Inflow (£m)
	Accounting Profit (£m)

	1
	6
	0

	2
	6
	0

	3
	6
	0

	4
	6
	0

	5
	6
	0


Total Accounting Profit = £0
Average Accounting Profit = 0
(iii) ARR for Project A = (Average Annual Accounting Profit/ Initial Investment) = 0 ÷ 30 = 0
Project C
(i) Annual Depreciation= (Initial Investment ÷ 5) = 50 ÷ 5 = £10m per year
(ii) Accounting profit = (Net cash inflow – Depreciation)
	Year
	Net Cash Inflow (£m)
	Accounting Profit (£m)

	1
	5
	-5

	2
	10
	0

	3
	20
	10

	4
	25
	15

	5
	15
	5


Total Accounting Profit = £25m
Average Accounting Profit = 25 ÷ 5 = £5m
(iii) ARR for Project A = (Average Annual Accounting Profit/ Initial Investment) = 5 ÷ 50 = 10.0%
[bookmark: _Toc216386232]Appendix R
NPV Calculation
Present Value Factors at 10%
	Year
	10% Discount Factor

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683


Project A
	Year
	Cash Inflow (£m)
	DF 10%
	Present Value (£m)

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.91

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97

	Total PV of inflows
	
	
	41.31

	Initial investment
	
	
	-40

	NPV
	
	
	 1.31


Project B
	Year
	Cash Inflow (£m)
	DF 10%
	Present Value (£m)

	1
	6
	0.909
	5.45

	2
	6
	0.826
	4.96

	3
	6
	0.751
	4.51

	4
	6
	0.683
	4.1

	5
	6
	0.621
	3.73

	Total PV of inflows
	
	
	22.75

	Initial investment
	
	
	-30

	NPV
	
	
	 –7.25


Project C
	Year
	Cash Inflow (£m)
	DF 10%
	Present Value (£m)

	1
	5
	0.909
	4.55

	2
	10
	0.826
	8.26

	3
	20
	0.751
	15.02

	4
	25
	0.683
	17.08

	5
	15
	0.621
	9.32

	Total PV of inflows
	
	
	54.23

	Initial investment
	
	
	-50

	NPV
	
	
	4.23


Appendix R
 PI Calculation
	Project
	Initial Investment (£m)
	PV of Cash Inflows (£m)
	PI = PV / Initial Investment

	A
	40
	41.67
	1.04

	B
	30
	22.71
	0.76

	C
	50
	55.03
	1.1



[bookmark: _Toc216386233]Appendix S
IRR Calculation
Project A
NPV at 10%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.10)^t)
	PV (£m)

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.91

	3
	14
	0.751
	10.52

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97


NPV(10%) = 41.31− 40.00 = 1.324 (£m)
NPV at 20%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.20)^t)
	PV (£m)

	1
	10
	0.8333
	8.33

	2
	12
	0.694
	8.33

	3
	14
	0.579
	8.10

	4
	10
	0.482
	4.82

	5
	8
	0.402
	3.21


NPV(20%) = 32.80−40.00 = −7.2 (£m)
IRR = r1+[NPV1 ÷ (NPV1−NPV2)]×(r2−r1) 
IRR = 0.10+[1.324 ÷ (1.324−(−7.195)]×(0.20−0.10)
= 0.11555 
Hence, IRR = 11.6%
Project B
NPV at 10%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.10)^t)
	PV (£m)

	1
	6
	0.909
	5.45

	2
	6
	0.826
	4.96

	3
	6
	0.751
	4.51

	4
	6
	0.683
	4.1

	5
	6
	0.621
	3.73


NPV(10%) = 22.75 -30 = –7.25 (£m)
NPV at 5%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.05)^t)
	PV (£m)

	1
	6
	0.952
	5.714

	2
	6
	0.907
	5.444

	3
	6
	0.864
	5.184

	4
	6
	0.823
	4.938

	5
	6
	0.784
	4.704


NPV(5%) = 25.984–30 = –4.016 (£m) (still negative)
NPV at 0%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.00)^t)
	PV (£m)

	1
	6
	1
	6

	2
	6
	1
	6

	3
	6
	1
	6

	4
	6
	1
	6

	5
	6
	1
	6


NPV (0%) = 30 – 30 = £0 (break-even point)
IRR = r1 + [NPV1 ÷ (NPV1 − NPV2)] × (r2 − r1) 
IRR = 0+[0÷ (0−(− 4.016)]×(5−0)
= 0%
Hence, IRR = 0%
Project C
NPV at 10%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.10)^t)
	PV (£m)

	1
	5
	0.909
	4.55

	2
	10
	0.826
	8.26

	3
	20
	0.751
	15.02

	4
	25
	0.683
	17.08

	5
	15
	0.621
	9.32


NPV(10%) = 54.23-50 = 4.23 (£m)
NPV at 20%
	Year
	Cash flow (£m)
	Discount factor (1/(1+0.20)^t)
	PV (£m)

	1
	5
	0.833
	4.17

	2
	10
	0.694
	6.94

	3
	20
	0.579
	11.58

	4
	25
	0.482
	12.05

	5
	15
	0.402
	6.03


NPV(20%) = 40.77− 50.00 = –9.23 (£m)
IRR = r1 + [NPV1 ÷ (NPV1 − NPV2)] × (r2 − r1) 
IRR = 0.10+ [4.23 ÷ (4.23−(–9.23)] ×(0.20−0.10)
= 0.1314 
Hence, IRR = 13.1%
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