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[bookmark: _2gmt985bv11o]1. Introduction 
Vega Salmon was established in 2004 as a Danish salmon processor. But at present, there are parts of the Danish equity fund Maj Invest Holding A/S. The company generates revenue mainly from the processing, selling and marketing of high-quality fish and seafood products. The company sells their product in Germany and Denmark (Vega-salmon.DK,  n.d). The company sells salmon, halibut and trout in the wholesale market by processing these products in various ways, such as marinated, smoked, fresh and frozen. At present total of 235 people are employed in Vega Salmon A/s. The headquarters of the company is situated in Denmark (Vega-salmon.DK,  n.d).                
[bookmark: _ycgacj799fdt]1.1 Financial statement analysis and ratios used 
Vega Salmon A/s company's source of capital is equity capital. The company incurred operating expenses through debt financing. The shareholder fund of the company in 2020 was DKK67.038 million, but the  2021 capital fund was reduced to DKK65.318 million because the company transferred some portion of their capital fund to translation and hedging reserve (Vega salmon n.d.). The company took short-term loans in 2020 from a financial institution for approximately DKK3 million; for these reasons, short-term loans increased to DKK19.01 million as compared to previous years. Also, the company will take a long-term loan of DKK42 million in 2021 to mitigate its operating expenses  (Vega-salmon.DK,  n.d). The company incurred expenses to assets construction of DKK1.7 million in 2021. The company revenue has decreased for the last five years. In 2018 revenue of the company was DKK1482.63 million, but in 2019, revenue decreased to DKK1170.59 (Vega salmon n.d.). In 2020 revenue decreased to DKK1086.70 million. In 2021 sales revenue decreased to DKK1070.92 million as compared to previous years. This report calculated various profitability and investment ratios to better understand the performance of the company. This ratio includes gross profit ratio, operating ratio, net profit ratio and price earning ratio. Also, calculate the interest coverage ratio, debt to assets ratio and debt to assets ratio (Vega salmon n.d.).             
[bookmark: _xuktct8tufyj]2. Analysis of Profitability and Investment Ratio 
[bookmark: _rmlitkdhi5mk]2.1 Profitability Ratios
[bookmark: _keig7nyess13]2.1.1Gross Profit Ratio
The gross profit ratio of the company increased in  2021 by 2 per cent as compared to the previous year, 2020 and by 3 per cent as compared to following the previous year, 2019. The sales volume of the company has increased as compared to the last two years, but the sales revenue has decreased because of the lower average fish prices (Husain and Sunardi, 2020). In 2020 sales volume was 17 tons, but in 2021 sales volume increased to 19 tons. Gross profit ratio increases due to the raw material cost of processing food decreasing in 2021 as compared to the previous year (WIDAGDO et al. 2020).    
[image: ] Diagram 1: Gross profit Ratio
[bookmark: _wjnsx73moa3t]2.1.2 Operating profit Ratio
The company incurred an operating loss for the last two years. In 2019 and 2020 operating loss of the company was -0.9 and -0.4 per cent. It is because covid 19 pandemic has affected business for the last two years. Due to covid 19 pandemic, the company fails operates normally. But in 2021, the company earned a positive operating profit because the company's raw material and other expenses were reduced as compared to previous years (Sari and Sedana, 2020). The company also can earn a healthy operating profit because staff cost increases to DKK78.45 as compared to previous years.  
[image: ]
Diagram 2: Operating Profit ratio
[bookmark: _ddjj9z23j3vy]2.1.3 Net profit Ratio
The net profit company decreased in 2021 as compared to previous years. In 2021 the company earned an interest income of DKK1.033, but in 2021 the company earned an interest income of DKK389. The company's financial income includes interest income, net gains on receivables, payables regarding transactions denominated in foreign currencies, amortisation of financial income and receiving a refund from income tax  (Husain and Sunardi, 2020). In the year 2021 financial expenses of the company increased by DKK1 million because this year, the company took additional loans from financial institutions.  
[image: ]
Diagram 3: Net Profit ratio
[bookmark: _g5jmr2d2w5xr]2.2 Investment Ratio
[bookmark: _sde1welfx87f]2.2.1 Return on equity
The Return on equity of the company decreases in 2021 as compared to the two previous years. It is because the company's income reduced in 2021 as compared to other previous years. Return on equity defines how efficiently the company is using its equity financing to generate profit. The company is not using its equity finance to generate profits  (Husain and Sunardi, 2020). Earning per share defines companies ability to refund its shareholders. The company is providing DKK-45.75, -0.37 and -0.48 to its shareholders in 2021,2020 and 2019, respectively. Earnings per share increased in 2020 because the loss of the company decreased, and also the company used additional shares in 2020 (Vega salmon n.d.). 
[image: ]        
Diagram 4:Return on Equity
[bookmark: _jmtwv3cuinm1]3. Analysis of Equity and Solvency 
[bookmark: _qwk4tdkq5z9h]3.1 Equity Ratio
The equity ratio of the company measures the financial metric. Financial metrics define the amount of leverage used by the company. The equity ratio of the company defines that the company is using 22 per cent of its equity finance to mitigate its short-term and long-term obligation and debt (Baraja and Yosya, 2019). The company will get benefits if the company use only equity finance. The company do not need to repay its loan and interest expenses. The company faces problems if the company do not earn profit in a particular period. If the company have less credit score, then the company will not get easy debt finance from the market; for this reason, equity finance is preferable to debt financing. With equity financing, the company will create informal partnerships with more knowledgeable or experienced individuals or organisations (Mazzorana-Kremer, 2019). They will help get potentially benefit from their business network and their knowledge. There is also a drawback to using equity finance. The company will lose full or part of the operational control. The equity investor of the company expects a desirable profit. It is because trade-off means the organisation should provide value to those from whom the company receives benefits. Also, ownership sharing creates conflict due to different visions, different ways of running a business and management styles (Tetřevová and Svědík, 2018).    
[image: ]
Diagram 4: Equity Ratio
[bookmark: _gtyf21pjshtu]3.2 Solvency Ratio
The debt-to-equity ratio of the company increased in 2021 as compared to the previous year. It is because the company's debt increased in 2021. In 2020 debt of the company 0nly DKK16 million also the company issues additional equity shares. For these reason debt to equity ratio was less as compared to 2021. The current ratio of the company defines the ability of the company to mitigate its short-term obligation from liquid assets (Baraja and Yosya, 2019). In 2021 current ratio improved as compared to previous years because collect credit sales from debtors. Also, the company received an income tax refund in 2021, which was due in 2020. There are certain advantages of debt financing. The company do not need to share its ownership (Ignasiak-Szulc et al. 2018). Therefore no conflict will arise between the different partners. The company will get interest benefits during tax computation. The company can easily create a budget if the company is aware of the principal and interest expenses of debt financing. But the company have to provide collateral to the lender; The company will have to put some business assets at potential risk. Also, there is a possibility of bankruptcy if the company fails to repay its debts  (Tetřevová and Svědík, 2018).     
[image: ]
Diagram 5: Debt to equity
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Diagram 6: Debt to assets
[image: ]
Diagram 7: Current Ratio
4. Recommendation 
The company is not generating enough profit for the last four years. Net profit ratio of the company -91, -1,-1, 1 and 56 per cent in 2021, 2020, 2019, 2018 and 2017, respectively. Also, the company's return on equity for 2021, 2020 and 2019 is -15, -14 and -28 per cent (Vega salmon, n.d). On the basis of the above ratio and Return, it is recommended that the company's financial performance is not good for the last three years. From the investor's perspective, it is not a good company to invest in. The company's financial performance effects due to covid 19 pandemic. But the company's long-term goal is to deliver product quality product in an accurate time. The company focuses more on food safety and reducing its product price to get a competitive advantage. The company use considerable resources to develop a high-quality product. Through this development, the company can offer diversified and good quality products (Vega salmon, n.d). The company also focuses on the development of environmentally friendly product packaging. An investor can invest in this company after considering its long-term goals of the company. It is because the company can create huge customers based on its future policy.               
5. Conclusion 
This report provides a small background of Vega Salmon A/s. The company sells salmon, halibut and trout in the wholesale market by processing these products in various ways, such as marinated, smoked, fresh and frozen. This report also analyses profitability ratios such as Gross profit, net profit, and operating. Discuss the benefits and drawbacks of equity financing and debt financing. The company do not need to repay its loan and interest expenses. The company faces problems if the company do not earn profit in a particular period. Also, provide recommendations related to investment in the company. 
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[bookmark: _x41noikgeqm7]Appendix
Appendix 1 Profitability Ratio
	Gross profit ratio =
	Gross profit
	*100
	

	
	
	Sales 
	
	

	
	
	
	
	
	

	
	2021
	=
	(104.09/1070.92)*100
	10%

	
	2020
	=
	(85.12/1086.7)*100
	8%

	
	2019
	=
	(78.53/1170.59)*100
	7%

	
	2018
	=
	(122.77/1482.63)*100
	8%

	
	2017
	=
	(126.89/1433.56)*100
	9%



	Operating Ratio
	Operating profit
	*100
	

	
	
	Sales
	
	

	
	
	
	
	
	

	
	2021
	=
	(8.23/1070.92)*100
	0.8%

	
	2020
	=
	(-4.8/1086.7)*100
	-0.4%

	
	2019
	=
	(-10.19/1170.59)*100
	-0.9%

	
	2018
	=
	(-2.98/1482.63)*100
	-0.2%

	
	2017
	=
	(-16.38/1433.56)*100
	-1.1%



	Net profit Ratio
	Net profit 
	*100
	

	
	
	sales
	
	

	
	
	
	
	
	

	
	2021
	=
	(-974/1070.92)*100
	-91%

	
	2020
	=
	(-9.14/1086.7)*100
	-1%

	
	2019
	=
	(-11.83/1170.59)*100
	-1%

	
	2018
	=
	(17.69/1482.63)*100
	1%

	
	2017
	=
	(808/1433.56)*100
	56%


Appendix 2 Investment ratio
	Return on equity =
	Net Income
	
	

	
	
	Shareholder Equity
	
	

	
	
	
	
	
	

	
	2021
	=
	(-974/65.32)
	-14.9112

	
	2020
	=
	(-9.14/67.03)
	-0.13636

	
	2019
	=
	(-11.83/42.17)
	-0.28053



	Earning per share =
	Net income
	
	

	
	
	Number of share outstanding
	

	
	2021
	=
	(-974/24.58)
	-45.7492

	
	2020
	=
	(-9.14/24.58)
	-0.37185

	
	2019
	=
	(-11.83/21.29)
	-0.48129



Appendix 3 Equity and solvency ratio
	Equity ratio
	Equity
	
	

	
	
	Total equity and liability
	
	

	
	
	
	
	
	
	

	
	
	2021
	=
	(65.31/287.44)*100
	0.227213

	
	
	2020
	=
	(67.04/320.83)*100
	0.208958

	
	
	2019
	=
	(42.18/284.26)*100
	0.148385

	
	
	2018
	=
	(69.86/331.60)*100
	0.210676

	
	
	2017
	=
	(83.49/347.07)*100
	0.240557



	Debt to assets
	Total debt/ total assets

	
	
	
	
	
	

	
	2021
	=
	(61/287.44)
	0.212218

	
	2020
	=
	(16/320.83)
	0.049871



	Current Ratio 
	Current Assets 
	
	

	
	
	Current Liability
	
	

	
	
	
	
	
	

	
	2021
	=
	(488/163.49)
	2.984892

	
	2020
	=
	(164/235.55)
	0.696243
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