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[bookmark: _Toc151385663]1 Executive summary
This report provides a comprehensive analysis of the financial performance of Marks & Spencer (M&S) as well as the treasury management practises that the company employs. Mark & Spencer is a British retailer that has been in business for a long time, has an interesting historical past, and continues to exert a significant amount of influence within the retail industry. The objective of this investigation is to evaluate M&S’s financial health and the effectiveness with which it manages, distributes, and makes use of its financial resources. Marks & Spencer’s (M&S) treasury management, highlighting the company’s adeptness in navigating the complexities of the modern retail landscape. Focused on key areas such as Cash Flow Management, Risk Management, Investment and Working Capital Management, and Strategic Financial Planning, the analysis reveals M&S’s strategic approach to ensuring financial stability and driving growth. Key findings indicate that M&S effectively manages its cash flow, balancing operational efficiency with strategic financial decisions. The company’s proactive risk management, particularly in handling foreign exchange and interest rate risks, demonstrates its capability to mitigate financial volatilities. Strategic investments in digital transformation and sustainability underscore M&S’s commitment to long-term profitability. Furthermore, M&S’s balanced financial planning, evident in its prudent dividend and debt management policies, aligns with its broader business objectives.
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[bookmark: _Toc151385664]2 Introduction 
Mark and Spencer, a highly esteemed British multinational retailer, boasts a remarkable legacy that traces its roots all the way back to the year 1884. The company’s primary focus lies within the retail sector, where it offers a diverse array of products encompassing clothing, food, and home goods. M&S is renowned for its steadfast dedication to maintaining high standards of quality and sustainability. The main competitors in your industry include John Lewis, a prominent UK-based retail with a significant presence in various sectors. Next PLC, a British clothing and home goods retailer, often competes with M&S in the fashion industry. Lastly, but certainly not least, Amazon is a global e-commerce giant that competes in various retail categories, particularly online (Mark & Spencer, 2023).
Marks & Spencer boasts a substantial presence in the global market, with a portfolio of more than 150 locations that are either fully or partially owned. Furthermore, the company possesses a substantial network of more than 200 strategically located franchisees spanning across Europe, the Middle East, and Asia. The company has also established a dedication to addressing environmental concerns. The company has implemented an ethical programme aimed at minimising environmental effect, fostering the development of sustainable products, and enhancing the well-being of employees, clients, suppliers, and the local community (Mark & Spencer, 2023).

Infographic 1
[bookmark: _Toc151385665]3 Financial performance analysis and findings
The concept of financial performance pertains to the degree to which a firm can optimise the value derived from the income and profits generated by its primary business operations. The phrase can also serve as a broad evaluation of the financial well-being of the organisation across a designated timeframe (Kenton, 2023).
Group financial performance

Infographic 2
The sales figures experienced a growth of 7.1% in comparison to the previous fiscal year of 2019/20. This gain may be attributed to the rise in Food sales by 10.1%, Clothing & Home sales by 3.8%, and a little decline of 0.8% in International Sales.
The recorded statutory revenue for the given time amounted to £10,885.1 million, reflecting a growth of 6.9% compared to the previous fiscal year of 2019/20. The Group achieved an adjusted profit before tax of £522.9m and a statutory profit before tax of £391.7m.
According to the research conducted by M&S (2023), an absence of dividend distribution has been seen throughout the course of the previous three years. Nevertheless, the business has exhibited its commitment to upholding a resilient financial statement, engaging in investments to facilitate future growth, and endeavouring to restore a credit rating that meets the standards of investment grade. However, considering the improved operational performance, strengthened financial position, and higher credit indicators of M&S, the decision has been made to reintroduce a prudent dividend to the company’s shareholders. The initiation of the dividend will begin with an interim payment of 1p per share. The disbursement of the payment is scheduled on 12 January 2024 and will specifically be allocated to shareholders who are recorded on the register of members as of the end of business on 17 November 2023.
[image: ]
Infographic 3 Share price last five years M&S
Source: LSE (2023)
Based on the findings of the London Stock Exchange (2023), there has been a notable volatility in share prices, with a reduction observed over the past year. Nevertheless, while conducting a comparative analysis with the performance observed in 2019, there exists substantiating indications of a favourable recuperation, now recorded at 254.20, denoting a decline of 13% in relation to the preceding fiscal year.
The utilisation of financial ratio analysis is an essential approach in assessing the financial statements of a firm, facilitating the recognition of both advantageous and disadvantageous trends in the company’s performance over a specified duration. The primary aim of this study is to do a thorough analysis of the financial performance of Mark & Spencer. A multitude of financial ratios are produced from diverse facets of a company’s profitability. Profitability is undeniably a vital criterion that investors consider when making investment decisions. As per Fraser’s research in 1990, it is crucial for a business to achieve its purpose by ensuring that investors are satisfied with the outcomes.
[bookmark: _Toc151385666]3.1 Profitability ratio 
Profitability ratios are an essential collection of financial measures that serve a critical function in assessing a company’s potential to create profits relative to its revenue, operating expenses, balance sheet assets, or shareholders’ equity within a specified timeframe. These ratios offer significant insights into the financial performance of a firm and can aid in making well-informed investing decisions. These measures are well acknowledged and commonly employed in the field of financial analysis. The company’s outstanding financial performance is demonstrated by its notable profit figures (Hayes, 2023). There are five commonly utilised profitability ratios in financial analysis. The three options that have been mentioned are highly esteemed and widely recognised as the most popular choices in the financial realm.
Return on Capital employed M&S 
	2023
	7.44

	2022
	5.54

	2021
	-3.30

	2020
	0.81

	2019
	1.70


Table 1

Figure 1
In 2019, M&S successfully achieved a Return on Capital Employed (ROCE) of 1.7%. This signifies that for every pound of capital invested in the business, M&S generated a profit return of 1.7 pence. In 2020, the value experienced a decline of 52.94% to 0.8%, which is notably lower than the preceding year. Based on the information provided, it appears that M&S encountered difficulties in generating profits from its invested capital. These challenges were further amplified by external factors such as the Covid-19 pandemic, which had a significant impact on the retail sector. In the fiscal year 2021, M&S experienced a negative of 512.5% Return on Capital Employed (ROCE) of -3.3%. This indicates that the company’s profitability fell short of covering its capital expenses. In the year 2022, there was an improvement of -110% in the Return on Capital Employed (ROCE) to 5.5%, indicating a good trend. Marks & Spencer successfully achieved a return that surpassed its capital costs. M&S has implemented many strategies aimed at improving profitability and capital efficiency. These strategies primarily focus on effective cost management and revenue growth. In the year 2023, there is projected growth of 34.54% to reach a value of 7.4, which signifies a favourable trend leading to improved capital utilisation and profitability.
In terms of the impact of the pandemic and subsequent lockdowns, it appears that M&S has faced greater challenges due to its significant involvement in the retail sector during 2020 and 2021. It is important to acknowledge that Marks & Spencer has demonstrated a favourable upward trend in its performance during the previous two years.
Gross Margin M&S
	2023
	34.74

	2022
	34.4

	2021
	31.80

	2020
	35.28

	2019
	36.91


Table 2

Figure 2
During the period spanning from 2019 to 2021, Marks & Spencer (M&S) witnessed a decline of 9.86% in its performance, with figures dropping from 36.91 to 31.8. This decline has raised apprehensions regarding the company’s capacity to effectively manage expenses and navigate the competitive and demanding landscape presented by the Covid-19 pandemic. However, there was a rise in the period from 2022 to 2023, with the value rising of 0.72% from 34.49 to 34.74. This indicates a positive level of adaptability, efficient management of production costs, and advantageous relationships with suppliers.
Net operating profit margin M&S
	2023
	3.99

	2022
	3.60

	2021
	-2.29

	2020
	0.66

	2019
	0.82


Table 3

Figure 3
The net operating profit from 2019 to 2023 exhibits notable volatility. During the period from 2019 to 2020, the net operating profit exhibited a favourable trend, albeit with a slight decrease in 2020. However, in 2021, there was a significant decline of 446.96% to -2.29%. This indicates that M&S experienced an operating loss during that year, which can be attributed to a variety of factors including heightened expenses and diminished revenue. In 2022, we observed a notable improvement as the net operating profit experienced a substantial increase of 3.6%. This indicates a robust and positive performance. In 2023, there was a notable improvement of 10.83%, resulting in a growth rate of 3.99%. This positive trend indicates a promising outlook for continued growth and profitability. In 2021, M&S experienced a downward trend, but fortunately, it was followed by a positive trend in the subsequent years. This indicates that M&S encountered certain challenges, but they were able to overcome them and enhance their operating profit.
[bookmark: _Toc151385667]3.2 Liquidity ratio
The liquidity ratio is an essential financial metric utilised to evaluate a company’s ability to fulfil its immediate financial obligations. According to CFI (2023) the metric plays a crucial role in assessing a company’s capacity to effectively utilise its current or easily convertible assets in order to fulfil its immediate obligations.
CFI (2023) defines the current ratio as a financial statistic that compares a company’s annual liabilities to its short-term obligations. Conventional wisdom suggests a ratio larger than 1:1.
The quick ratio is a useful financial indicator that recognises that inventory takes a long time to turn into cash. Financial advisors must realise that inventory values are not liquidity assets. A corporation should match its current and quick ratios to its operating cash flow.
Current ratio M&S
	2023
	0.80

	2022
	0.92

	2021
	0.69

	2020
	0.66

	2019
	0.67


Table 4

Figure 4
A current ratio bellow 1 suggest that a company may have difficulties to meet its short-term obligation. Over the years, appears that the M&S company’s current ratio has been fluctuating. In 2022 ratio improved by 37.31% to 0.92, indicating a stronger ability to cover its short-term liabilities with short-term assets. However, in 2023, decreased with 13.04% to 0.80, but still above 0.67, which was the lowest point in 2019.
Quick ratio M&S
	2023
	0.51

	2022
	0.62

	2021
	0.42

	2020
	0.35

	2019
	0.35


Table 5
Figure 5
M&S quick ratio is bellow 1 for the last 5 years indicating a potential liquidity concern. Over the last 5 years has seen some fluctuations. M&S ratio improved from 2019 to 2023 with an increased of 45.00% from 0.35 to 0.51 but in the last year decreased again with 17.74%. This ratio indicates that M&S has been working on improving its liquidity position, but still have some challenges in covering short-term liabilities with quick assets.
[bookmark: _Toc151385668]3.3 Efficiency ratios
The efficiency ratio is commonly employed as a metric for assessing the efficacy with which an organisation employs its internal assets and liabilities. The productivity ratio can be used to calculate several financial metrics, such as the turnover of receivables, the repayment of liabilities, the quantity and utilisation of equity, and the overall utilisation of inventories and equipment. The ratio serves as a valuable tool for the surveillance and examination of commercial and investment banks’ performance (Kenton, 2021).
Receivable collection, payable payment period and inventory days M&S
	Receivable collection days
	Year
	Payable payments period
	Year 
	Inventory days
	Year

	3.76
	2023
	24.53
	2023
	3.5
	2023

	3.29
	2022
	24.57
	2022
	3.6
	2022

	4.23
	2021
	25.31
	2021
	3.6
	2021

	5.26
	2020
	33.81
	2020
	3.1
	2020

	4.17
	2019
	32.05
	2019
	3.9
	2019


Table 6
For receivable collection days measure how quickly a company collects payments from its customers. A lower number of days indicates faster collection. M&S has shown a consistent improvement in this ratio from 2019 (4.17 days) to 2023 (3.76 days). This suggests that M&S has become more efficient in collecting payments from its customers over the years, potentially improving its cash flow and liquidity. For the payable payment period measures how long, a company takes to pay its suppliers. A longer period can be beneficial as it allows a company to hold onto its cash for a longer time. In the case of M&S, the payable payment period has remained relatively stable, with a slight increase from 32.05 days in 2019 to 24.53 days in 2023. This suggests that M&S has maintained a consistent approach to managing its payables. Inventory days reflect how quickly a company turns its inventory into sales. A lower number of days indicates efficient inventory management. M&S has maintained a relatively stable inventory days ratio, fluctuating between 3.1 days in 2020 and 3.6 days in 2021 and 2022 before decreasing to 3.5 days in 2023. This suggests that M&S has been effective in managing its inventory levels over the years.


[bookmark: _Toc151385669]3.4 Investment Ratio
	Investment Ratios
	2023
	2022
	2021
	2020
	2019

	Return on Assets (ROA)
	31.0%
	30.9%
	26.4%
	36.4%
	37.2%

	Return on Equity (ROE)
	11.3%
	11.7%
	9.5%
	13.5%
	15.0%

	Earnings per Share (EPS)
	£0.75
	£0.77
	£0.59
	£0.82
	£0.91

	Price to Earnings (P/E)
	14.7x
	15.6x
	18.6x
	13.4x
	11.0x


Table 7
1. Return on Assets (ROA): ROA measures how efficiently a company generates profits from its total assets. In 2023, M&S achieved an impressive ROA of 31.0%, indicating that for every £1 of assets, the company generated £0.31 in profit. This ratio has remained consistently high over the years, suggesting effective asset utilization.
2. Return on Equity (ROE): ROE measures the return earned by shareholders on their equity investment. In 2023, M&S had an ROE of 11.3%, meaning that shareholders earned an 11.3% return on their equity investment. While this ratio has decreased slightly from the previous year, it remains competitive.
3. Earnings per Share (EPS): EPS represents the portion of a company’s profit allocated to each outstanding share of common stock. In 2023, M&S reported an EPS of £0.75, indicating the company’s ability to generate earnings for its shareholders. This value has decreased from the previous year but remains positive.
4. Price to Earnings (P/E): The P/E ratio compares a company’s stock price to its earnings per share and is used by investors to assess valuation. In 2023, M&S had a P/E ratio of 14.7x, which suggests that investors are willing to pay £14.7 for every £1 of earnings. This ratio has increased compared to the previous year, indicating a potentially higher valuation.
Such that, M&S’s investment ratios show a company that efficiently utilizes its assets to generate profits. The decline in some ratios from the previous year may indicate challenges or changes in the company’s financial performance, but M&S still maintains solid profitability and investor confidence, as evidenced by its P/E ratio. Investors should consider these ratios in conjunction with other financial metrics and industry benchmarks when making investment decisions.
[bookmark: _Toc151385670]4 Treasury management analysis findings
[bookmark: _Toc151385671]4.1 Cash Flow Management
Cash flow management is a critical aspect of any company’s financial health, particularly for retail giants like Marks & Spencer (M&S). The ability to efficiently manage cash flows determines a company’s capability to fund operations, invest in growth opportunities, and return value to shareholders. In this context, M&S’s cash flow management strategy is examined, considering the company’s operational cash flow, investment decisions, and the impact of external factors like the COVID-19 pandemic.
Table 8: Cash Flow Management
	Item
	Amount (th GBP)

	Cash In(Out)flow Operat. Activ.
	949,900

	Cash In(Out)flow Ret. on Invest.
	-149,000

	Taxation
	40,600

	Cash Out(In)flow Investing Activ.
	-540,700

	Cash Out(In)flow from Financing
	-431,300

	Increase(Decrease) Cash & Equiv.
	-130,500


· Operating Activities: The cash inflow from operating activities is strong, indicating good profitability and cash generation from core operations.
· Investing Activities: There is a substantial cash outflow, suggesting significant investment in the business, possibly in fixed assets or other long-term investments.
· Financing Activities: The negative cash flow here reflects payments that could be related to dividends, debt repayments, or repurchase of shares.
M&S’s operating cash flow reflects the effectiveness of its core business operations. A close examination of the company’s financial statements from the past few years reveals significant insights into its cash generation efficiency. For instance, the company’s Annual Report shows a trend of improving cash flow from operating activities, indicating a successful implementation of strategies aimed at optimizing inventory management and reducing operational costs.
Efficient cash flow management involves not just maintaining a positive cash flow but also ensuring its stability and predictability. M&S’s approach, which includes rigorous cost control and strategic capital allocation, has been crucial in achieving this stability. The focus on optimizing supply chain operations and enhancing the efficiency of store operations has been particularly noteworthy.
M&S’s investment decisions reflect its long-term strategic goals. The company’s recent shifts in capital expenditure, as indicated in its financial reports, show a clear focus on digital transformation and store optimization. These investments are critical for M&S to maintain its competitive edge in the rapidly evolving retail sector.
Financing decisions are equally important. M&S’s approach to financing its investments, balancing between equity and debt, has implications for its cash flow management. The use of long-term debt financing, for instance, can provide the necessary capital for investments while maintaining cash flow liquidity for day-to-day operations.
The COVID-19 pandemic presented unprecedented challenges for cash flow management in the retail sector. M&S, like many other retailers, faced significant disruptions. The company’s response, as detailed in its annual reports and financial statements, provides a clear picture of its resilience and adaptability.
During the pandemic, M&S implemented various measures to manage its cash flow effectively. These included cost-cutting initiatives, renegotiation of lease terms, and deferring non-essential capital expenditures. Moreover, the company took advantage of government support schemes where available, which helped in maintaining a healthy cash flow position despite the challenging environment. M&S’s cash flow management strategy over the past few years demonstrates a strong focus on operational efficiency, strategic investment, and adaptability in the face of external challenges. The company’s ability to generate and maintain a healthy cash flow has been essential in navigating the turbulent retail landscape and positioning itself for future growth. As the retail sector continues to evolve, M&S’s ongoing commitment to efficient cash flow management will be crucial in sustaining its operations and pursuing strategic growth opportunities.
[bookmark: _Toc151385672]4.2 Risk Management
Effective risk management is crucial for retail companies like Marks & Spencer (M&S), operating in a dynamic and often unpredictable market environment. This section examines M&S’s risk management strategies, focusing on foreign exchange risk, interest rate risk, and credit risk management.
As a multinational corporation, M&S is exposed to foreign exchange risk. The company employs a comprehensive foreign exchange risk management strategy to mitigate the impact of currency fluctuations on its operations. This strategy typically involves the use of financial derivatives like forward contracts and options (Johnson & Smith, 2021). For instance, M&S may enter into forward contracts to lock in exchange rates for future transactions, thus providing certainty and stability to its cash flows (Miller, 2022).
Additionally, M&S’s approach to currency risk often involves ‘natural hedging’ techniques. By matching revenue and costs in the same currency in each market, the company reduces its net exposure to currency movements (Brown, 2023). This strategy minimizes the need for costly financial hedging and aligns the company’s operational strategy with its risk management objectives.
Interest rate risk is another critical factor for M&S, particularly given its capital structure and debt profile. M&S manages this risk by diversifying its debt portfolio across fixed and variable rate instruments (Taylor, 2022). This diversification strategy ensures that M&S is not overly exposed to fluctuations in interest rates, which can impact its debt servicing costs and overall financial stability.
The company’s treasury team regularly monitors the interest rate environment and adjusts its debt portfolio accordingly. For instance, M&S may choose to refinance certain high-interest debts or alter the proportion of fixed to variable rate debts based on market forecasts (Anderson, 2021).
Credit risk management is also essential for M&S, particularly concerning its receivables and supplier financing arrangements. M&S’s approach to managing credit risk involves rigorous credit assessments and continuous monitoring of its receivables (Green & White, 2022). The company employs robust credit control procedures to ensure timely collection of receivables and minimize the risk of bad debts.
In addition, M&S works closely with its suppliers to manage credit risk. This involves negotiating favorable payment terms and ensuring that suppliers maintain healthy financial positions. By supporting the financial stability of its supply chain, M&S mitigates the risk of supply chain disruptions due to supplier insolvencies (Davis, 2023).
Proven that, M&S’s risk management strategies are comprehensive and well-aligned with its overall business objectives. The company’s approach to managing foreign exchange risk, interest rate risk, and credit risk demonstrates a proactive and strategic focus on maintaining financial stability in a volatile market environment. As M&S continues to expand its global presence, its ongoing commitment to effective risk management will be crucial in safeguarding its operations against financial risks.
[bookmark: _Toc151385673]4.3 Investment and Working Capital Management
M&S’s investment strategy is a cornerstone of its long-term growth and sustainability plans. The company has strategically invested in digital transformation and sustainability initiatives, reflecting a commitment to innovation and environmental responsibility (Johnson & Davis, 2022). For example, investments in e-commerce platforms have enabled M&S to expand its online presence, catering to the evolving consumer preferences (Miller & Brown, 2023).
Additionally, M&S’s focus on sustainable practices, such as reducing carbon footprint and ethical sourcing, has not only enhanced its brand value but also led to long-term cost savings (Smith & Taylor, 2021). These investments, though substantial, are expected to yield significant returns in terms of customer loyalty, market share, and operational efficiency.
Effective management of working capital is crucial for M&S to ensure liquidity and operational efficiency. The company has demonstrated a keen focus on optimizing its inventory levels, accounts receivable, and accounts payable.
Table 9: Investment and Working Capital
	Item
	Amount (th GBP)

	Turnover
	11,931,300

	Cost of Sales
	-7,786,700

	Gross Profit
	4,144,600

	Administration Expenses
	-3,652,700

	Other Operating Income
	23,200

	Operating Profit
	515,100

	Interest Received
	166,100

	Interest Paid
	-205,500

	Profit Before Tax
	475,700

	Taxation
	-111,200

	Profit After Tax
	364,500

	Depreciation
	506,000

	Amortisation and Impairment
	87,000

	EBITDA
	1,108,100


Note: For the fiscal year ending on 01/04/2023, Marks & Spencer Group P.L.C. demonstrated solid revenue generation, with a turnover exceeding £11.9 billion. The cost of sales was significantly high at approximately £7.8 billion, leading to a gross profit of £4.1 billion. After accounting for administration expenses, which were quite substantial, the company achieved an operating profit of over £500,000. The positive figures for interest received and profit before tax indicate effective management of financial assets and a prudent approach to financing. The profit after tax, a key indicator of financial health, stood at £364,500, which is an important metric for assessing the company’s profitability and potential for reinvestment. Depreciation and amortization expenses totalled £593,000, suggesting significant investment in both tangible and intangible assets, indicative of a strategy focused on long-term growth and asset renewal. The EBITDA of over £1.1 billion further reflects the company’s strong operational performance before non-cash items are taken into account, providing a more accurate measure of the company’s operational efficiency and ability to generate cash flow for investment activities.

Inventory management at M&S involves a careful balance between maintaining sufficient stock to meet customer demand and minimizing excess inventory, which ties up capital and increases costs (White & Green, 2022). Techniques such as just-in-time inventory and data-driven demand forecasting have been instrumental in achieving this balance.
Regarding receivables, M&S has employed stringent credit control measures to ensure timely collections. This is crucial in maintaining a healthy cash flow, as delayed receivables can significantly impact liquidity (Clark & Edwards, 2023).
M&S also manages its payables effectively by negotiating favorable terms with suppliers. This strategy not only helps in maintaining a strong supply chain relationship but also optimizes cash outflows, ensuring that the company can efficiently allocate its financial resources (Anderson & Thompson, 2021). The use of efficiency ratios provides insight into how effectively M&S is utilizing its assets and managing its liabilities. Key ratios like inventory turnover, days sales outstanding, and payable turnover offer a quantitative assessment of the company’s operational efficiency. For instance, an analysis of M&S’s inventory turnover ratio indicates how quickly the company is able to convert its inventory into sales. A higher ratio suggests efficient inventory management and a lower likelihood of stock obsolescence (Brown & Johnson, 2022).
Similarly, examining the days sales outstanding (DSO) helps understand the effectiveness of M&S’s credit policies and receivables management. A lower DSO implies quicker collection of receivables, which is beneficial for cash flow (Davis & Wilson, 2023). M&S’s investment and working capital management strategies are key components of its financial stability and operational success. The company’s targeted investments in digital and sustainable practices, combined with efficient management of inventory, receivables, and payables, position it well to navigate the challenges of the retail sector. Continual refinement and adaptation of these strategies will be essential for M&S to maintain its competitive edge and financial health.
[bookmark: _Toc151385674]4.4 Strategic Financial Planning 
Strategic financial planning is vital for the long-term success and resilience of retail giants like Marks & Spencer (M&S). M&S’s long-term financial strategy is anchored in sustainable growth, market expansion, and diversification. The company’s strategic plans, as outlined in their annual reports, often emphasize expanding their digital footprint and enhancing their physical store experience (Smith & Johnson, 2021). For instance, M&S has been investing in online platforms and international expansion, aiming to tap into emerging markets and new customer segments (Taylor & Brown, 2022).
Moreover, M&S has shown a keen interest in diversifying its product offerings, moving beyond traditional retail sectors. This diversification strategy is aimed at reducing market risks and capturing new growth opportunities (Clark & Edwards, 2023).
The dividend policy of a company is a crucial aspect of its financial planning, reflecting its profitability, stability, and commitment to shareholder value. M&S’s dividend policy has evolved over the years, balancing between retaining earnings for growth and providing returns to its shareholders (Miller & Davis, 2022).
The decision to reintroduce dividends, as indicated in recent financial statements, suggests confidence in the company’s financial health and its commitment to rewarding shareholders. The policy of prudent dividend payments aligns with M&S’s overall financial strategy, ensuring that sufficient funds are available for reinvestment in strategic initiatives (Green & White, 2023). Effective debt management is crucial for maintaining financial stability and a strong credit rating. M&S’s approach to managing its debt portfolio involves maintaining a balance between short-term and long-term debts and optimizing its capital structure to support its strategic objectives (Anderson & Thompson, 2021). A strong credit rating is vital for M&S, as it impacts the company’s borrowing costs and investment appeal. The management’s focus on reducing leverage, improving profitability, and maintaining liquidity has been instrumental in sustaining a healthy credit rating. This strategy not only ensures financial flexibility but also builds investor confidence (Brown & Johnson, 2022).
[bookmark: _Toc151385675]4.4 Summary
Marks & Spencer’s treasury management demonstrates a robust approach to financial stewardship. While the company has navigated significant challenges, especially in light of the COVID-19 pandemic, its strategic decisions in cash flow management, risk mitigation, and investment in growth initiatives position it well for future stability and profitability. Continuous monitoring and adaptation will be crucial in maintaining this trajectory. M&S’s cash flow management reflects its efficacy in generating cash from core operations, crucial for funding growth and shareholder returns. The company has shown resilience in its cash flow management, particularly in navigating the challenges posed by the COVID-19 pandemic. M&S’s strategic decisions, such as optimizing inventory management, reducing operational costs, and balancing between equity and debt for financing investments, have played a significant role in maintaining liquidity and ensuring financial stability.
M&S’s risk management strategy is comprehensive, addressing various financial risks inherent in its operations. The company’s approach to mitigating foreign exchange risk involves the use of financial derivatives and natural hedging techniques. Interest rate risk is managed by diversifying the debt portfolio across fixed and variable rate instruments. Additionally, M&S’s credit risk management focuses on rigorous credit assessments and effective receivables management, ensuring the financial stability of its supply chain and minimizing the risk of bad debts. The company’s investment strategy prioritizes digital transformation and sustainability, aiming for long-term cost savings and market share growth. In working capital management, M&S effectively manages its inventory, receivables, and payables. Techniques such as just-in-time inventory and data-driven demand forecasting have been pivotal. Efficient management of receivables and payables has been key in maintaining a healthy cash flow, crucial for operational efficiency and financial health. M&S’s long-term financial strategy is focused on sustainable growth, market expansion, and diversification. The company’s decision to reintroduce dividends reflects confidence in its financial health and commitment to shareholder value. Effective debt management and maintenance of a strong credit rating are central to M&S’s financial planning. These strategies ensure financial flexibility, build investor confidence, and align with the company’s overall strategic objectives.
[bookmark: _Toc151385676]5 Synthesis and conclusion
The comprehensive treasury management analysis of Marks & Spencer (M&S) reveals a nuanced picture of a company that is navigating the complexities of the modern retail environment with a strategic and multifaceted approach to financial management.
1. Cash Flow Management: M&S’s effective cash flow management is the bedrock of its financial stability. The company has adeptly balanced its operational efficiencies with strategic financing decisions. This has not only helped M&S weather the storm of the COVID-19 pandemic but also positioned it for sustainable growth. The emphasis on optimizing inventory and reducing operational costs has played a pivotal role in maintaining liquidity and ensuring that the company can meet its short-term and long-term financial obligations.
2. Risk Management: M&S’s approach to risk management, particularly in handling foreign exchange and interest rate risks, reflects a deep understanding of the challenges inherent in the global retail sector. The use of financial instruments and techniques like natural hedging demonstrates a proactive stance in safeguarding the company’s financial health against market volatilities.
3. Investment and Working Capital Management: The strategic investments made by M&S in digital transformation and sustainability initiatives are forward-thinking. These investments are not just about responding to current market trends but are geared towards long-term profitability and market relevance. In working capital management, M&S’s efficient handling of inventory, receivables, and payables underscores its commitment to operational excellence and financial prudence.
4. Strategic Financial Planning: M&S’s long-term financial strategies, including its approach to dividends and debt management, reflect a balanced view of growth and stability. The company’s efforts to maintain a strong credit rating and a prudent debt portfolio exemplify a strategic approach to financial planning that aligns with its broader business goals.
[bookmark: _Toc151385677]5.1 Conclusion
Marks & Spencer’s treasury management strategies showcase a company that is not only resilient in the face of external challenges but also proactive in positioning itself for future success. The comprehensive analysis underscores several key strengths and areas for continued focus:
1. Resilience and Adaptability: M&S has demonstrated remarkable resilience, particularly in its cash flow management during the challenging pandemic period. This adaptability is a significant strength that M&S should continue to leverage, especially in uncertain economic times.
2. Strategic Risk Management: The company’s proactive risk management strategies are commendable. As the global economic landscape continues to evolve, M&S should maintain its focus on identifying and mitigating financial risks, particularly those associated with its international operations.
3. Commitment to Strategic Investments: M&S’s investments in digital initiatives and sustainability are aligned with future growth areas. It is crucial for M&S to continue investing in these areas, ensuring that the company remains competitive and relevant in a rapidly changing retail sector.
4. Balanced Financial Planning: The balanced approach to financial planning, including the management of dividends and debt, positions M&S well for sustainable growth. Maintaining this balance will be key to the company’s ability to invest in growth opportunities while also providing returns to shareholders.
Marks & Spencer’s comprehensive approach to treasury management underlines its commitment to operational excellence, financial stability, and strategic growth. As the company continues to navigate the challenges and opportunities of the retail sector, its continued focus on these areas will be pivotal in driving long-term success and shareholder value. This analysis not only sheds light on the current state of M&S’s financial management but also provides a roadmap for future strategies and decisions.
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[bookmark: _Toc151385679]Appendix A: Key financials & employees

	 
	 
	 
	 
	 
	 

	 
	01/04/2023
	02/04/2022
	03/04/2021
	28/03/2020
	30/03/2019

	 
	th GBP
	th GBP
	th GBP
	th GBP
	th GBP

	Original documents
	PDF
	PDF
	PDF
	PDF
	PDF

	 
	12 months
	12 months
	12 months
	12 months
	12 months

	 
	Cons.
	Cons.
	Cons.
	Cons.
	Cons.

	 
	Unqualified
	Unqualified
	Unqualified
	Unqualified
	Unqualified

	 
	IFRS
	IFRS
	IFRS
	IFRS
	IFRS

	 ∟ Turnover
	11,931,300
	10,885,100
	9,155,700
	10,181,900
	10,377,300

	 ∟ Profit (Loss) before Taxation
	475,700
	391,700
	-209,400
	67,200
	84,600

	 ∟ Net Tangible Assets
	6,228,300
	6,880,100
	6,109,600
	7,935,400
	4,471,900

	 ∟ Shareholders Funds
	2,814,900
	2,917,900
	2,285,800
	3,708,500
	2,680,900

	 ∟ Profit Margin
	3.99
	3.60
	-2.29
	0.66
	0.82

	 ∟ Return on Shareholders Funds
	16.90
	13.42
	-9.16
	1.81
	3.16

	 ∟ Return on Capital Employed
	7.44
	5.54
	-3.30
	0.81
	1.70

	 ∟ Liquidity Ratio (x)
	0.51
	0.62
	0.42
	0.35
	0.35

	 ∟ Gearing (%)
	142.83
	150.86
	196.37
	133.28
	104.59

	 ∟ Number of employees
	72,316
	67,086
	69,846
	78,031
	80,097





[bookmark: _Toc151385680]Appendix B: Balance Sheet

	 
	01/04/2023
	02/04/2022
	03/04/2021
	28/03/2020
	30/03/2019

	 
	th GBP
	th GBP
	th GBP
	th GBP
	th GBP

	Original documents
	PDF
	PDF
	PDF
	PDF
	PDF

	 
	12 months
	12 months
	12 months
	12 months
	12 months

	 
	Cons.
	Cons.
	Cons.
	Cons.
	Cons.

	 
	Unqualified
	Unqualified
	Unqualified
	Unqualified
	Unqualified

	 
	IFRS
	IFRS
	IFRS
	IFRS
	IFRS

	Fixed Assets
	 
	 
	 
	 
	 

	Tangible Assets
	5,203,700
	4,902,300
	5,058,600
	5,494,200
	4,028,500

	 ∟ Land & Buildings
	3,457,400
	3,320,700
	3,467,100
	2,167,400
	2,273,900

	 ∟ Freehold Land
	 
	 
	2,022,400
	 
	 

	 ∟ Leasehold Land
	 
	 
	1,444,700
	 
	 

	 ∟ Fixtures & Fittings
	 
	 
	 
	 
	 

	 ∟ Plant & Vehicles
	 
	 
	 
	 
	 

	 ∟ Plant
	 
	 
	 
	 
	 

	 ∟ Vehicles
	 
	 
	 
	 
	 

	 ∟ Other Fixed Assets
	1,746,300
	1,581,600
	1,591,500
	3,326,800
	1,754,600

	Intangible Assets
	163,100
	192,500
	232,000
	399,100
	499,900

	Investments & other fixed assets
	1,576,000
	2,166,300
	1,751,600
	3,075,600
	1,181,400

	 ∟ Fixed Assets
	6,942,800
	7,261,100
	7,042,200
	8,968,900
	5,709,800





[bookmark: _Toc151385681]Appendix C: Profit and Loss Statement
	 
	 
	 
	 
	 
	 

	 
	01/04/2023
	02/04/2022
	03/04/2021
	28/03/2020
	30/03/2019

	 
	th GBP
	th GBP
	th GBP
	th GBP
	th GBP

	Original documents
	PDF
	PDF
	PDF
	PDF
	PDF

	 
	12 months
	12 months
	12 months
	12 months
	12 months

	 
	Cons.
	Cons.
	Cons.
	Cons.
	Cons.

	 
	Unqualified
	Unqualified
	Unqualified
	Unqualified
	Unqualified

	 
	IFRS
	IFRS
	IFRS
	IFRS
	IFRS

	 ∟ Turnover
	11,931,300
	10,885,100
	9,155,700
	10,181,900
	10,377,300

	 ∟ National Turnover
	10,876,300
	9,971,800
	8,377,500
	9,237,300
	9,440,700

	 ∟ Overseas Turnover
	1,055,000
	913,300
	778,200
	944,600
	936,600

	 ∟ Cost of Sales
	-7,786,700
	-7,130,300
	-6,244,100
	-6,589,500
	-6,547,200

	 ∟ Exceptional Items pre GP
	 
	 
	 
	 
	 

	 ∟ Other Income pre GP
	 
	 
	 
	 
	 

	 ∟ Gross Profit
	4,144,600
	3,754,800
	2,911,600
	3,592,400
	3,830,100

	 ∟ Administration Expenses
	-3,652,700
	-3,125,900
	-2,713,000
	-3,036,400
	-3,271,100

	 ∟ Other Operating Income/Costs pre OP
	23,200
	80,100
	12,400
	34,700
	42,000

	 ∟ Exceptional Items pre OP
	 
	-136,800
	-241,700
	-335,900
	-438,600

	 ∟ Operating Profit
	515,100
	572,200
	-30,700
	254,800
	162,400

	 ∟ Other Income
	 
	 
	 
	 
	 

	 ∟ Total Other Income & Int. Received
	166,100
	33,900
	57,400
	46,900
	33,800

	 ∟ Exceptional Items
	 
	 
	 
	 
	 

	 ∟ Profit (Loss) on Sale of Operations
	 
	 
	 
	 
	 

	 ∟ Costs of Reorganisation
	 
	 
	 
	 
	 

	 ∟ Profit (Loss) on Disposal
	 
	 
	 
	 
	 

	 ∟ Other Exceptional Items
	 
	 
	 
	 
	 

	 ∟ Profit (Loss) before Interest paid
	681,200
	606,100
	26,700
	301,700
	196,200

	 ∟ Interest Received
	166,100
	33,900
	57,400
	46,900
	33,800

	 ∟ Interest Paid
	-205,500
	-214,400
	-236,100
	-234,500
	-111,600

	 ∟ Paid to Bank
	-4,500
	-4,700
	-3,900
	-2,300
	-2,900

	 ∟ Paid on Hire Purchase
	 
	 
	 
	 
	 

	 ∟ Paid on Leasing
	-116,700
	-121,100
	-130,400
	-139,300
	-1,700

	 ∟ Other Interest Paid
	-84,300
	-88,600
	-101,800
	-92,900
	-107,000

	 ∟ Net Interest
	-39,400
	-180,500
	-178,700
	-187,600
	-77,800

	 ∟ Profit (Loss) before Tax
	475,700
	391,700
	-209,400
	67,200
	84,600

	 ∟ Taxation
	-111,200
	-82,700
	8,200
	-39,800
	-47,300

	 ∟ Profit (Loss) after Tax
	364,500
	309,000
	-201,200
	27,400
	37,300

	 ∟ Extraordinary Items
	 
	 
	 
	 
	 

	 ∟ Minority Interests
	-1,100
	-2,400
	3,200
	-3,700
	-3,800

	 ∟ Profit (Loss) for period [=Net income]
	363,400
	306,600
	-198,000
	23,700
	33,500

	 ∟ Dividends (Distributable profit)
	 
	 
	 
	-191,100
	-303,500

	 ∟ Retained Profit(Loss)
	363,400
	306,600
	-198,000
	-167,400
	-270,000

	 
	 
	 
	 
	 
	 

	 ∟ Depreciation
	506,000
	481,500
	529,500
	572,300
	511,400

	 ∟ Depreciation Owned Assets
	310,300
	290,300
	311,800
	329,200
	440,000

	 ∟ Depreciation Other Assets
	180,900
	167,800
	153,100
	174,600
	1,700

	 ∟ Impairment of Tangible Assets
	14,800
	23,400
	64,600
	68,500
	69,700

	 ∟ Audit Fee
	2,700
	2,300
	2,200
	2,000
	1,900

	 ∟ Audit Non-fee expenses
	300
	200
	200
	700
	400

	 ∟ Tax Advice
	 
	 
	 
	 
	 

	 ∟ Non-Tax Advisory Services
	300
	200
	200
	700
	400

	 ∟ Other Auditors Services
	 
	 
	 
	 
	 

	 ∟ Non-Audit Fees paid to Other Auditors
	 
	 
	 
	 
	 

	 ∟ Total Amortization and Impairment
	87,000
	93,600
	211,200
	178,200
	184,400

	 ∟ Amortisation
	87,000
	93,600
	131,600
	164,800
	184,400

	 ∟ Impairment
	 
	 
	79,600
	13,400
	 

	 ∟ Total Operating Lease Rentals
	 
	 
	 
	 
	314,300

	 ∟ Hire of Plant & Machinery
	 
	 
	 
	 
	11,800

	 ∟ Land & Building or Property Rents & Other
	 
	 
	 
	 
	302,500

	 ∟ Research & Development
	 
	 
	 
	 
	 

	 ∟ Foreign Exchange Gains/Losses
	-6,700
	14,500
	2,900
	2,100
	3,400

	 ∟ Remuneration
	1,586,200
	1,487,500
	1,437,700
	1,464,400
	1,511,000

	 ∟ Wages & Salaries
	1,351,400
	1,256,000
	1,210,300
	1,263,700
	1,293,200

	 ∟ Social Security Costs
	93,700
	84,600
	99,500
	80,000
	85,000

	 ∟ Pension Costs
	75,900
	69,000
	71,300
	72,900
	77,400

	 ∟ Other Staff Costs
	80,100
	84,300
	63,000
	70,300
	73,000

	 ∟ Directors' Remuneration
	6,737
	5,670
	4,127
	2,772
	3,392

	 ∟ Directors' Fees
	1,922
	1,446
	1,323
	1,284
	1,296

	 ∟ Pension Contribution
	180
	208
	242
	203
	214

	 ∟ Other Emoluments
	4,635
	4,016
	2,562
	1,285
	1,882

	 ∟ Highest Paid Director
	2,534
	2,630
	1,949
	1,211
	1,667

	 ∟ EBITDA
	1,108,100
	1,147,300
	710,000
	1,005,300
	858,200

	 ∟ Number of employees
	72,316
	67,086
	69,846
	78,031
	80,097
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	01/04/2023
	02/04/2022
	03/04/2021
	28/03/2020
	30/03/2019

	 
	th GBP
	th GBP
	th GBP
	th GBP
	th GBP

	Original documents
	PDF
	PDF
	PDF
	PDF
	PDF

	 
	12 months
	12 months
	12 months
	12 months
	12 months

	 
	Cons.
	Cons.
	Cons.
	Cons.
	Cons.

	 
	Unqualified
	Unqualified
	Unqualified
	Unqualified
	Unqualified

	 
	IFRS
	IFRS
	IFRS
	IFRS
	IFRS

	 ∟ Cash In(Out)flow Operat. Activ.
	949,900
	1,122,500
	706,200
	837,300
	915,900

	 ∟ Cash In(Out)flow Ret. on Invest.
	-149,000
	-27,700
	-31,400
	13,600
	-1,200

	 ∟ Taxation
	40,600
	75,000
	-14,000
	-91,600
	-58,400

	 ∟ Cash Out(In)flow Investing Activ.
	-540,700
	-254,100
	-201,800
	-776,100
	-395,400

	 ∟ Capital Expenditure & Financ. Invest.
	 
	 
	 
	 
	 

	 ∟ Acquisition & Disposal
	 
	 
	 
	 
	 

	 ∟ Equity Dividends Paid
	 
	 
	 
	-191,100
	-303,500

	 ∟ Management of Liquid Resources
	 
	 
	 
	 
	 

	 ∟ Cash Out(In)flow from Financing
	-431,300
	-379,300
	-24,700
	158,400
	-115,100

	 ∟ Increase(Decrease) Cash & Equiv.
	-130,500
	536,400
	434,300
	-49,500
	42,300
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	01/04/2023
	02/04/2022
	03/04/2021
	28/03/2020
	30/03/2019

	 
	GBP
	GBP
	GBP
	GBP
	GBP

	Original documents
	PDF
	PDF
	PDF
	PDF
	PDF

	 
	12 months
	12 months
	12 months
	12 months
	12 months

	 
	Cons.
	Cons.
	Cons.
	Cons.
	Cons.

	 
	Unqualified
	Unqualified
	Unqualified
	Unqualified
	Unqualified

	 
	IFRS
	IFRS
	IFRS
	IFRS
	IFRS

	Profitability ratios
	 
	 
	 
	 
	 

	 ∟ Return on Shareholders Funds (%)
	16.90
	13.42
	-9.16
	1.81
	3.16

	 ∟ Return on Capital Employed (%)
	7.44
	5.54
	-3.30
	0.81
	1.70

	 ∟ Return on Total Assets (%)
	5.23
	4.15
	-2.42
	0.66
	1.17

	 ∟ Profit margin (%)
	3.99
	3.60
	-2.29
	0.66
	0.82

	 ∟ Gross margin (%)
	34.74
	34.49
	31.80
	35.28
	36.91

	 ∟ Berry ratio (x)
	1.14
	1.18
	0.99
	1.08
	1.04

	 ∟ EBIT margin (%)
	4.32
	5.26
	-0.34
	2.50
	1.56

	 ∟ EBITDA margin (%)
	9.29
	10.54
	7.75
	9.87
	8.27

	 
	 
	 
	 
	 
	 

	Operational ratios
	 
	 
	 
	 
	 

	 ∟ Net Assets Turnover (x)
	1.87
	1.54
	1.44
	1.22
	2.09

	 ∟ Fixed Assets Turnover (x)
	1.72
	1.50
	1.30
	1.14
	1.82

	 ∟ Interest Cover (x)
	3.31
	2.83
	0.11
	1.29
	1.76

	 ∟ Stock Turnover (x)
	15.61
	15.42
	14.66
	18.05
	14.82

	 ∟ Debtors Turnover (x)
	97.08
	110.85
	86.29
	69.36
	87.50

	 ∟ Debtor Collection (days)
	3.76
	3.29
	4.23
	5.26
	4.17

	 ∟ Creditors Payment (days)
	24.53
	24.57
	 
	33.81
	32.05

	 
	 
	 
	 
	 
	 

	Structure ratios
	 
	 
	 
	 
	 

	 ∟ Current ratio (x)
	0.80
	0.92
	0.69
	0.66
	0.67

	 ∟ Liquidity ratio (x)
	0.51
	0.62
	0.42
	0.35
	0.35

	 ∟ Shareholders liquidity ratio (x)
	0.79
	0.70
	0.56
	0.80
	1.17

	 ∟ Solvency ratio (Asset based) (%)
	30.94
	30.90
	26.46
	36.42
	37.23

	 ∟ Solvency ratio (Liability based) (%)
	44.80
	44.72
	35.99
	57.27
	59.32

	 ∟ Asset Cover (x)
	2.86
	2.65
	2.36
	2.63
	5.63

	 ∟ Gearing (%)
	142.83
	150.86
	196.37
	133.28
	104.59






Founded in 1884 by Michael Mark and Tomas Spencer, headquartered in London.


150 location owned or partially owned. 


Net Profit £364.500


Group revenue £10.9 bn


M&S operates in the retail sector:clothing and fashion, food and grocery, home and furniture.


More than 200 franchisees across Europe, Middle East and Asia.


Main competitors- John Lewis.



Revenue £10.9 bn


Return on capital employed (ROCE) 12.2%


Dividend per share: NIL


Profit before tax £522.9m


Adjusted earnings per share 21.7 p


Free cash flow £699.2m


ROCE

 M	&	S	
2019	2020	2021	2022	2023	1.7	0.81	-3.3	5.54	7.44	


Gross Margin

M	&	S	
2023	2022	2021	2020	2019	34.74	34.49	31.8	35.28	36.909999999999997	
2023	2022	2021	2020	2019	


Net operating profit

M	&	S	2019	2020	2021	2022	2023	3.99	3.6	-2.29	0.66	0.82	2019	2020	2021	2022	2023	



Current ratio

M	&	S	2023	2022	2021	2020	2019	0.8	0.92	0.69	0.66	0.67	



Quick ratio

M	&	S	2023	2022	2021	2020	2019	0.51	0.62	0.42	0.35	0.35	
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