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1. Executive Summary  
 
It is clear AML is a strong brand but not a strong company.  The utilisation of established and consistently applied 
financial ratios allow analysis of AM’s steering through a changing economic and internal business strategy and external 
business conditions, including Covid. Historic ratios however  indicate that AML are failing to reach almost all commonly 
accepted ratios and internal change should be considered. Maintaining payment of debt levels erode ability to properly 
apply capital within the business, hampered by long payment and invoicing that indicate weak collection and possible 
quality issues. The strength of the AML brand continues to be mostly in emotive terms, 70% of any brand is ‘intangible’ 
(Ref 1), and is above its questionable financial performance levels 
 
Wider reports are more encouraging, in common with other high value car makers, Porsche and Jaguar, AML has 
realised a sports utility vehicle (SUV) is an essential part of the models offered, and DBX SUV model built in Wales has 
helped volume and contribution, assisting the higher performance vehicles into production.   
 
Under recent leadership of Lawrence Stroll, AML is returning to F1 and other motorsports. These sectors will drive AML’s 
increasing range of vehicles,  raising company and brand value to the targeted desirable high net-worth individuals 
(HNWIs) in new Far East and Middle East markets.  
 
Recent improvements in AML share prices are linked to Lawrence Stroll increasing his stake in AML, giving greater 
visibility and stability to AML initiated by Stroll.  AML is building new 40,000 ft2 premises for AML F1 in Silverstone, 
including a new wind tunnel. Involvement in F1 will give AML access to these facilities and the R&D funded within that 
programme. This will partly mitigate the high R&D burden on AML, allowing better investment in road car development.   
 
 

2. Introduction 

Aston Martin Lagonda (AML) are a British founded and based car company, founded in 1913, and based across central 
England, and most recently in Wales, attracting Welsh Development Bank funding (Ref 2). AML is a premier luxury car 
brand, but despite its history, quality and ‘brand factor’ (Ref 2) it has been insolvent on many occasions.  However, the 
AML  brand is reported by Ken Alys (Ref 3) to be the 7th strongest in the UK (above Rolls-Royce, but, surprisingly, below 
Jaguar).  
 
This report will analyse the recent past of AML using their reported financial data from published accounts by using  
financial accounting ratios to reveal AML’s performance,  and to assess AML’s suitability for a collaboration on a 
proposed Joint Venture project, conjectured to be around of £5m value.  
 
The report will draw together the readily available financial data and calculate ratios, for presentation within this report. 
(calculations will be outlined for clarity in Appendix 3).   We propose to analyse the data from 2018 to the latest available 
- the Q3 2022 briefing.  
 
This report will also reference other published information to give  general, economic and industry background to AML’s 
operations, including other industry ratios and profit levels (Ref 4). The conclusion to this report will be one or more 
recommendations to guide whether this proposed Joint Venture should be pursued by this company.   
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3. Aston Martin Lagonda Ratio Results (See Refs 8-12).   

       

 

 

4. Analysis of Financial Ratios 

   

4.1 Explanation of the limitations of ratios   

The use and application of financial ratios allows complex sets of reported financial numbers to be more 

understandable. By utilising simple algebra, addition, subtraction, multiplication and division, elements of the 

company’s financial statements can be combined in various accepted groups of guiding ratios which give normalised 

results. These results allow comparison of companies to themselves over time, to others who compete in the same 

sectors, or by removing the distortions of scale (Ref 5, p217)(Ref 6), allow the comparison of similar sector companies 

across a wide range of turnover. This allows any existing (or potential) stakeholders to make a relatively straightforward 

analysis and guide often critical business decisions on that company. Ratios have many uses across company 

information, the known logical relationships formed by ratios allowing managerial decisions to be made internally at 

many levels within the company and externally by interested parties of all types.   

Ratios are particularly useful to those judging financial performance of a company for potential investing, potential to 

supply them, and for existing shareholders to observe the company’s activities in utilising, preserving and , hopefully, 

growing, their invested equity.  However, retail companies will not be comparable directly with manufacturing as the 

levels of stock or inventory, and the investment in expensive plant/assets, are incomparable and the ratios would show 

this - retail of any size should be comparable with other retail. Some analysts use specialist data create their own ratios 

for their own industry or sector, relevant to their size of offering, market or similar activity.     

Ratios are very useful for particular indicators, but have their limitations. Different ratios give information and clarity to 

different stakeholders - overall management will be using the profitability ratios, finance and procurement teams use  
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liquidity ratios which are looking at cash, stock and liabilities. The operations and procurement team will focus  on 

stock/inventory turn and lead-ins for changes in production. Investors and equity holders will looking at the Investors 

Ratios,  and suppliers may use AMLK ratios to decide if they wish to trade with AML, or continue doing so.   

Ratios – particularly from the Balance Sheet - utilise information at a crystalised moment, in time – they are limited to 

commenting upon that time frame, and the economic conditions inside, and outside, the company. The cash levels 

within the company will also vary vastly during the trading year, and a pure ratio assessment of one cash position in a 

financial year will have limited operational benefit. A trend of the cash ratios and liquidity will be better viewed over a 

number of years of the cash-related ratios.   

Additionally, ratios generation at a moment in time can mean they include non-recurring activities, such as  the effects 

of Covid 19 or the departure of a CEO, which occurred in June 2020. In this sense they are only comparable in the 

context of that event, in the case of Covid 19, or that company, in the case of the senior staff governance. Average levels 

of stock held is again not accounting for seasonal sales or demand. Significant alterations to the structure of the 

company or its operational goals can certainly affect the financial ratios (Ref 5) and the reading of media and financial 

reporting outside the company is important in the proper assessment of the trends affecting the company, inside and 

outside the organisation.   

Ratios may not be considered solely, but alongside other data points and sources. They can often raise more questions 

than answers – the ‘Notes to the Financial Statements’ are as useful as the ratios, in many cases. In short the ratios 

clarify and prompt where the questions should really be asked on a company’s financial health and wellbeing. 

 

4.2 Profitability Ratios 

 

a) Gross margin ratio  - the margins indicate a level of 39.7% in 2018, where typical industry average 

would be 22% (Ref UK). This ratio drops to 18.15% in 2020, when the reduced levels of turnover 

(down to £611.8m as opposed to £997m in 2019, and £1096 in 2018) which possibly reflects 

reduced sales activity due to Covid restrictions – this will have increasingly impacted profitability 

due to fixed costs. In 2021 the ratio climbs again to 31%, rising to 33.4% into 2022. This ratio is 

higher than industry standard, which is a sign of the high market positioning of AML products. This 

might indicate a healthy company as there is no absolute gross margin value, only a relative to other 

years and companies – however this ratio measure doesn’t yet include the costs of operations.   

 

b) Operating Profit Margin –is used to show trading profit and before interest and taxation – the 

best indicator of financial performance as it excludes the effect of financing type. Starting at 

11.5% in 2018, the ratio drops in 2019, drop drastically in 2020, increasing to finishing figure of 

negative 14.90% in 2022 Q3.  Industry average at present is -0.6% (Ref 7). Clearly this best 

indicator shows the company is not operating effectively, by industry and general understanding. 

  

 

c) Net Profit Margin – This ratio commences at 7.7% in 2018, dropping into the red in 2019, again 

dropping radically to -50% in 2020, to recover slightly to negative 22.50% in 2022 Q3. Industry 
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average at present is -9.78% (Ref 7) – this increases the evidence demonstrated by the OPM 

above.  

 

d) Return on Assets – from a level of -4.1% in 2018, after a slight recovery in 2019, the ROA drops to 

-10.99% in 2020, rising to  -8.03 in 2021. Reported ROA in 2022 Q3 (Ref 7) is down to -17.55%. 

This ratio is a measure on how well the company is using the high-cost assets to generate growth 

and income.  These ratio levels are poor by any standards, the company should seek to maximise 

this figure but a positive ratio seems unachievable   

 

e) Return on Shareholder Equity -  This ratio starts in 2018 in the positive, at 20% - but declines 

from 2019 to -38.2% in 2020, -29.10% in 2021. Reported ROE in 2022 Q3 (Ref 7) is -74.49%. This 

ratio indicates that equity employed within AML is being eroded consistently throughout the 

period of study.    

 
 

4.3 Liquidity Efficiency Ratios  

 

 

The Liquidity Ratios attempt to illustrate the company’s ability to deal with short term liabilities 

should the company be called upon to settler all of these at one point. Understandably, the inability 

to be unable to meet these demands would be technically trading whilst insolvent, however, the 

likelihood of all demands coming together would be low. The Liquidity Ratios are applied using a 

progressive level of test of the company’s ability to pay, in terms of rising demands reducing the 

categories of asset available to set against these liabilities. 

   

a) Current Ratio – from a start at 0.67 and 0.66 in 2018 and 2019, the CR rose to 1.1 in 2020, 

reducing again to  0.96 in 2021. The purpose of this ratio is to compare the companies exposure 

to paying back current liabilities using all short term means available. Ideal levels need to be at 

around 1.5 to be healthy, less than 1.0 is considered worthy of some serious scrutiny on costs 

levels.  AML approaches minimum acceptable around unity only in 2020 and 2021, possibly due 

to higher cash not spent out on stock levels and COGs at the lower sales levels of this year, noted 

above. This would certainly warrant deeper scrutiny of cost and debt levels.  

 

b) Quick Ratio/Acid Test Ratio – in an attempt to raise the level of scrutiny, the Quick Ratio removes 

the cost of stock/inventory (generally the average stock held over the year) from the above ratio, 

giving a slightly higher level of potential risk. This leaves the ratios at 0.49 in 2018, reducing to 

0.44 in 2019. The ratio increases in 2020 to 0.84, then 0.73 in 2021, possibly due to the influence 

of higher cash and lower costs to debtors at lower sales levels. An acceptable low QR is 1.2, - he 

minimum acceptable level for this ratio is commonly accepted at 0.8 – under the more usual 

operating conditions pertaining in 2018  and 2019, AML was significantly below this level of 0.8, 

and therefore exposed to short term inability to repay liabilities.  

 
c) Cash Ratio – at yet a higher level of scrutiny, the cash ratio attempts to show the potential for the 

company to repay its liabilities using only cash. Unsurprisingly, this results in a low ratio, 0.5 being 
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considered ‘normal’. ALML’s results give 0.18 in 2018, 0.13 in 2019, rising to 0.61 in 2020, before 

dipping to a worryingly unsustainable 0.023 in 2021. A normally accepted level would be 0.5 - 

AML are only around this level of confidence during the unusual year of 2020, and more normally 

nowhere near this.   

 
Clearly, affecting all of these ratio levels are the issues rising wage levels brought around by Brexit, 

higher cost levels to solve materials shortages due to the Covid pandemic slow-down.  

 

 

4.4 Activity Ratios  

   

Activity Ratios assess the company’s efficiency in using the assets to produce goods and raise funds. 

They bring in elements that examine stock levels, how long customers are taking to pay for finished 

goods, and how long suppliers are allowing the company to leave payment for goods, services and 

materials supplied.  higher cost levels to solve materials shortages due to the Covid pandemic slow-

down. 

a) Days Sales Outstanding (DSO) – this ratio is a measure of the cash collection from customers, with 

this figure moving outwards from 235.7 in 2018 to a level of 349.8 in 2020, before returning to 

243.5 in 2021. This indicates a large outgoing of potentially available cash sitting in uncollected 

receivables for long periods – probably in the hands of dealerships who may have moved those 

goods on, or received cash in the process already. These performance vehicles are not fast 

moving consumer goods and a long period for DSO is to be expected – however, the periods 

shown for DSO is an unacceptable use of equity and cash within the business.  

 

The higher DSO in 2020 may reflect the Covid periods where shipping of finished goods may have 

been vested into store, or stored at retailers to keep production moving, whilst no active 

customers were purchasing at the point of sale. Active steps need to be taken to enforce the 

earlier settlement of payment for vehicles supplied – the customers passion for these vehicles 

would stand a hard-ball approach to getting the sales proceeds into AML’s coffers far more 

quickly.  

 

b) Inventory Turnover – this ratio presents the number of times inventory, or stock, is turned 

through the business in a calendar year – the AML ratios commencing with 4.53 for 2018, 3.51 in 

2019, 2.45 in 2020 and 3.71 in 2021. The 2018 level is reducing as the sales slow into 2091 and 

further into 2020, before rising again into 2021. With the value of precision-engineered stock 

items it would prove worthwhile to reduce the ordering lead times by placing just-in-time 

provisions in place, with less cash outstanding in ordered and stored parts. 

 

c) Days Payable Outstanding  - this ratio sets the volume of payables over the cost of goods sold 

every day – this represents the measure of how AML is holding off on paying for supplied goods. 

For these periods, the DPO is at 391 for 2018, 404 for 2019, 427 for 2020 and 355 for 2021. Once 

again the year 2020 stands out as unusual as a maxima, with the level around 350-370 probably 

representing a norm for AML. This high level of DPO ratio is representative of the level of 
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confidence of that the suppliers of goods and services have towards AML – connection with this 

highly desirable brand leading to a higher level of patience with this debtor than would be usually 

tolerated.   

  

  

4.5 Leverage Ratios  

 

Leverage ratios indicate a company’s ability to repay debt, and the understanding of how the 

company deals with existing debt will indicate the ability – or otherwise- to generate further income 

to repay and increase to debt levels. 

a) Gearing Ratio – this ratio sets the long term debt against the equity plus long term debt, the 

closer to unity implying the heavier the debt burden over the long term. AML GR shows 0.64 in 

2018, 0.73 in 2019, 0.59 in 2020, and 0,66 in 2021. With this ratio, as value in excess of 0.5 is 

considered highly geared, and less likely to be able to take on further debt. Less than 0.25 would 

be considered low gearing, whilst 0.25 – 0.5 the normal comfortable range. AML is outside this 

range in all the years of study shown above.  

b) Debt/Equity Ratio -   in this ratio a direct comparator is given of total debt over equity – AML ratio 

values here are 3.58 for 2018, 5.21 for 2019, 2.47 for 2020, and 3.3 for 2021. The 2022 figure is 

2.04 (Ref UK)  all are way in excess of the industry figure from the same reference  at 1.49.   

c) Long term debt/Equity Ratio – here the values can be seen to be lower multipliers of the equity, 

at 1.77 in 2018, 2.82 for 2019, 1.47 for 2020 and 1.93 for 2021.  2022 figure (published, Ref 7) is 

1.18 – the commensurate Industry standard is 0.58.   

d) Interest Coverage Ratio – this ratio demonstrates the number of times Operating Profit will cover 

the existing interest charges borne by the company.  Here the ratios are 3.48 for 2018, 0.10 for 

2019, and -2.73 for 2020, -0.63 for 2021, and projected -7.93 for 2022. These negative ratios 

mean there is no Operating Profit to cover the existing Interest Charges.  It remains to be 

explained whether AML recognise that even contractual debt commitments would not be 

covered and will be eroding equity within the company.  

 

4.6 Investor Ratios  

 

  The Investor Ratios are measures of the attractiveness – or otherwise- of investing in AML.  

a) Earnings per Ordinary Share (EPS) – this ratio is a measure of the net income per Ordinary Share 

in the company. For AML the figures start at 31.0p in 2018, and then dive into -49.6p in 2019,-   

543p  in 2020, and from published data (Ref 7) -165.9p in 2021, and -155.7p in 2022 Q3. This 

probably indicates that Equity is being increasingly outbalanced by cash tied up into goods and 

materials, and high costs within the company.  
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b) Dividend Cover – this ratio is a measure of how many times the Net Income could pay the 

dividend, which has been awarded and paid. However, for all the years here, AML  did not declare 

or pay any dividend - the ratio here is meaningless, apart from indicating that there is clearly 

underlying imbalance within the company’s operations. (Bentley Motors – a comparable 

manufacturer – showed profits in all but one year 2018-2023, but  declared no dividend)(Ref 15).  

c) Price per Earnings Ratio -   for this Dividend per share is divided by the Market value of each 

share. In other words, for any share purchased, what is the return to investors for his market 

value outlay, for any declared dividend. This can indicate whether to invest, a ready indicator 

shown in most financial pages against all trading shares. In this case, for 2019 onwards, the 

Earnings Per Share values are negative. The only meaningful Price to Earnings Ratio would be 

based on the discernible positive EPS value available :  

Share Price 31/12/2018= 7,856.22p, EPS 2018= 31.0p, P/E ratio 7856.22/31= 253.42p. (Ref7). 

 

5. Conclusions:  
 
AML are failing consistently to reach accepted industry ratios at comfortable, or even acceptable, level. The IPO 
in 2018 brought in funds and dilutions of the share stock with further issues since further diluting the share 
capital.   The company is a long way from dividends but investors are not likely to be driven by them - Bentley 
during same period made profits but issued no dividends (Ref 15).  Customers and investors are HNW and 
arguably aren’t in it for dividend’s in the short term.  
 
In terms of progressing any joint venture with AML to the valuer of £5m, the ratios studied in this report would 
strongly advise against this– we would note some further recommendations below. 
 

6. Recommendations 
 
From the ratio study enclosed, some general recommendations might include:  
 

• AML should consider reducing numbers of vehicles AND MODELS produced to concentrate on cost 
control and invoicing. Some media darkly suggest that AML should cease production of vehicles 
completely. 

• AML urgently need to bring debt levels under control and use credit control to use cash more wisely than 
paying debt. 

• AML has a high count of admin against technical/production staff and to this would reduce cost levels 
and increase operational productivity. 

• AML should focus on procurement to just in time to reduce stock outlay and encourage better planning.  
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APPENDICES. 

APPENDIX 1 – Income Statements, Balance Sheet & Cashflow for Aston Martin Lagonda 2018 to 2022 Q3. 

2018 YE 31st December  

Income Statement 2018
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Balance sheet 2018 
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Cash Flow 2018 
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2019  YE 31st December  

Income Statement 2019 

 

https://moodle.uwtsd.ac.uk/course/view.php?id=7469
https://moodle.uwtsd.ac.uk/course/view.php?id=7469


P a g e  | 15 

 

 

Simon Shuker  Financial Management & Planning (ACPA7002) Assignment 1         January 2023 

 

Balance sheet 2019 
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Cash Flow 2019 
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2020 YE 31st December  

Income Statement 2020 
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Balance sheet 2020
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Cash Flow 2020 
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2021 YE 31st December  

Income Statement 2021 
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Balance sheet 2021 
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Cash Flow 2021 
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2022 Q3 Report  

Income statement, Cashflow, Balance Sheet at  Q3 2022 – comparisons to prior years. 
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2022 Q3 Report  

Income statement, Cashflow, Balance Sheet at  Q3 2022  - Quarter comparisons within 2022 
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APPENDIX 2 – Notes on calculation of ratios and representation in this report.  
 

Where items are not present in the accounts/financial statements, the ratios that utilize them have not been 
calculated.  For instance, as no dividends have been declared so the Dividend Cover and Dividend Yield ratios 
are not calculable,  and are shown as zero 
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 APPENDIX 3 – Base Aston Martin Lagonda figures for 2018 to 2023 and Ratio Calculation Workings.   
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APPENDIX 4 – AML Share Price fluctuation 2019 – present (Ref 97) 

 

 
 

APPENDIX 5 – Global Operating Profit and Financials – Bentley Motors 2009-2021 

 

Bentley Motors – Operating profit (Ref 98). 
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APPENDIX 6 - Aston Martin Lagonda Global Holdings PLC (AML) – Ratios against industry levels.(RefUK). Feb 2023. 
 

Aston Martin Lagonda Global Holdings PLC (AML) 

 
184.00 +6.30    +3.55% 

• Ratios 

AML Ratios 

  

Advanced Ratios 

Name Company Industry 

     

P/E Ratio TTM -2.24 29.52 

Price to Sales TTM 1.01 1.13 

Price to Cash Flow MRQ 7.01 8.29 

Price to Free Cash Flow TTM -4.34 7.74 

Price to Book MRQ 1.56 2.76 

Price to Tangible Book MRQ 1.52 5.11 
 

     

Profitability: TTM vs 5 Year Average Margins 
 TTM (%) 

  
 5 Year Avg. (%) 
Gross marginOperating marginPretax marginNet Profit margin-60%-40%-
20%0%20%40% 
Pretax margin 

 TTM (%)-44.12%  

 5 Year Avg. (%)-22.92% 

  

Gross margin TTM 33.55% 22.07 

Gross Margin 5YA 33.51% 20.77 

Operating margin TTM -12.81% -0.6 

Operating margin 5YA -4.35% -4.52 

Pretax margin TTM -44.12% -7.13 

Pretax margin 5YA -22.92% -9.78 

Net Profit margin TTM -45.14% -10 

Net Profit margin 5YA -20.79% -9.78 
 

     

Revenue/Share TTM 1.74 14.23 

Basic EPS ANN -1.66 -0.12 

Diluted EPS ANN -1.66 -0.13 

Book Value/Share MRQ 1.12 2.57 
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Name Company Industry 

Tangible Book Value/Share MRQ 6.74 2.56 

Cash/Share MRQ 1.1 1.47 

Cash Flow/Share TTM -0.04 0.8 
 

     

Management Effectiveness: TTM vs 5 Year Average Margins 
 TTM (%) 
  
 5 Year Avg. (%) 
Return on EquityReturn on AssetsReturn on Investment-80%-60%-40%-20%0% 

Return on Equity TTM -74.49% -0.97 

Return on Equity 5YA -27.64% 0.3 

Return on Assets TTM -17.55% -3.37 

Return on Assets 5YA -10.38% -0.36 

Return on Investment TTM -6.39% 5.04 

Return on Investment 5YA -2.04% 4.13 
 

     

EPS(MRQ) vs Qtr. 1 Yr. Ago MRQ -153.75% -537.94 

EPS(TTM) vs TTM 1 Yr. Ago TTM -68.13% -84.05 

5 Year EPS Growth 5YA 0% -7.12 

Sales (MRQ) vs Qtr. 1 Yr. Ago MRQ 32.79% 14.33 

Sales (TTM) vs TTM 1 Yr. Ago TTM 12.79% 9.07 

5 Year Sales Growth 5YA 13.04% 3.98 

5 Year Capital Spending Growth 5YA -9.83% -7.16 
 

     

Quick Ratio MRQ 0.98 0.82 

Current Ratio MRQ 1.31 1.4 

LT Debt to Equity MRQ 181.54% 58.11 

Total Debt to Equity MRQ 204.74% 149.04 
 

Efficiency     

Asset Turnover TTM 0.39 1.49 

Inventory Turnover TTM 5.25 5.52 

Revenue/Employee TTM 551.02K 470.55K 

Net Income/Employee TTM -247.71K -48.18K 

Receivable Turnover TTM - 11.64 
 

     

Dividend Yield ANN - 0.03 

Dividend Yield 5 Year Avg. 5YA - 2.2 

Dividend Growth Rate ANN 0% -0.78 
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Name Company Industry 

Payout Ratio TTM - -3,494.67 
 

TTM = Trailing Twelve Months  5YA = 5-Year Average  MRQ = Most Recent Quarter 
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