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Executive Summary
The analysis of AstraZeneca's financial and treasury management from 2018 to 2022 demonstrates the company's adaptable strategy for navigating the pharmaceutical sector. Significant changes in financial measures like ROIC, ROA, and ROE show how strategic choices affect asset usage and profitability. Modern financial theories are in line with AstraZeneca's dedication to strong investment management, which focuses on R&D and strategic acquisitions. The company's utilisation of interest rate derivatives and changing debt management tactics demonstrate how flexible they are in response to changes in the financial markets. All things considered, AstraZeneca's sound financial methods set it up for long-term success in providing cutting-edge medical solutions.

Terms of Reference
In response to requests from interested parties for a detailed analysis of AstraZeneca's monetary and treasury management processes for the years 2018 through 2022, the aforementioned financial report has been prepared. Key economic performance indicators, approaches to investing, managing debt, and risk mitigation are all covered in the analysis, all of which support the goal of giving readers a thorough grasp of the business's finances and decision-making procedures. The analysis evaluates AstraZeneca's economic and treasury management practices over the given period using best practices, financial theories, and data-driven insights.





[bookmark: _abp66oxjc0xu][bookmark: _Toc151381444]1. Introduction
Corporate finance is a cornerstone of the modern corporate landscape, tying together the financial, tactical, and functioning aspects of businesses in a complex manner. It is an ever-changing field that coordinates the distribution and enhancement of monetary assets to meet business goals and minimize financial hazards. The secret to making wise decisions in various financial endeavours, such as capital structure management, fundraising efforts, assessment of investments, and dividend policy formulation, is found within this complex field. This report looks critically at the accounting results and treasury oversight of AstraZeneca, a well-known public limited company (plc) in the UK, in an effort to explore the complexities of corporate finance.
The development of science and technology has become increasingly significant in society over the last few decades. The AstraZeneca industry is the topic of our discussion. Oxford is a British multinational pharmaceutical company with headquarters in Cambridge, UK. It was founded in April 1999. It is a production company that works in the pharmaceutical industry, generating various life-saving medications for the global market. The company's target markets include biopharmaceuticals and medications used to treat cancer (AstraZeneca, 2023). They have made a noteworthy contribution to the treatment of respiratory, renal, and metabolic diseases as well as cardiovascular disease. In addition, AstraZeneca is developing a number of other treatments that are still in the research and development stage. Pharmaceuticals have been used for thousands of years to treat illnesses and address concerns about human health. The long road to bring advancements in pharmaceuticals has been accelerated by new technology and cutting-edge research, and more advancement is imminent.
[bookmark: _n5s9gxgb1zwm][bookmark: _Toc151381445]2. Financial Performance Analysis Findings
[bookmark: _hbndqz2olyqx][bookmark: _Toc151381446]2.1 Ratio Analysis
[bookmark: _j7qt2hjogtbk]Resources such as money, obligation claims, transient stores, and appealing securities are highly responsive to market requests and can be converted into cash in less than a year. The financial obligations of the company that must be paid off within a year are indicated by the current liabilities. Undoubtedly, a higher current percentage is advantageous to the business. A company with a healthy current ratio has greater current resources than liabilities, meaning it can pay its debts over time. This range is between 1.2 and 2.
[bookmark: _Toc151381447]2.1.1 Ratios of profitability
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Figure 1: Ratio of Profitability
Following the deduction of all costs, including taxes, the net profit margin shows the proportion of each pound of revenue that is still profitable. Generally speaking, a higher net profit margin is preferable since it indicates efficient cost control. The profitability ratios for AstraZeneca from 2018 to 2022 show a variable financial picture. Interestingly, there was a noticeable change in the Return on Equity (ROE), which fell from 17.30% in 2018 to a meagre 0.40% in 2021 before rising to 9.10% in 2022 (Yuyan, 2023). This denotes a difficult time when the business struggled with issues related to profitability before turning things around. The Return on Assets (ROA), on the other hand, showed a similar trend, declining from 3.50% through 2018 to 0.10% in 2021 and then rising to 3.40% in 2022. The examination of profitability ratios shows that AstraZeneca can turn a profit. The continuous health of the net profit margin shows effective cost control. A high ROA also indicates that the business uses its resources efficiently to produce profits, which is a sign of good operational efficiency.
[bookmark: _Toc151381448]2.1.2 Ratios of Liquidity
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Figure 2: Current Ratio and Quick Ratio
· The current ratio, also known as the working capital ratio, assesses how well the company can use its current resources to meet its short-term obligations. If the company's current ratio is more than 1, it means that its short-term liabilities are covered by its short-term assets. A ratio of less than one indicates a liquidity issue (Westrop et al. 2022).
· The quick ratio, sometimes referred to as the acid-test ratio, is a more exacting indicator of liquidity since it does not include inventory in the calculation of current assets. It offers information about AstraZeneca's capacity to pay short-term debt without turning to the sale of inventory.
The cash flow ratios for AstraZeneca show significant variations between 2018 and 2022. The quick ratio dropped from 0.72 in 2018 to 0.680 in 2022, indicating a decline in the company's ability to meet its immediate financial commitments with its most liquid assets (Macrotrends, 2023). This raises the possibility of a problem preserving short-term liquidity, that could be caused by a number of things, such as adjustments to capital expenditures or operational activities. On the other hand, there were notable fluctuations in the current ratio, which is a more comprehensive indicator of liquidity in the short term that encompasses all current assets, throughout this time. From 0.96 in 2018 to 1.16 in 2021, it increased, but by 2022 it had fallen to 0.86. Such changes in the current ratio could be the result of variations in the makeup of current assets and liabilities, pointing to the necessity of cautious management of the analysis (Stockanalysis, 2023).
[bookmark: _4yefoc763wfl][bookmark: _vedyseruuo2c][bookmark: _Toc151381449]2.1.3 Leverage Ratios
[image: ]
Figure 3: Interest Coverage Ratio and Asset Turnover
Interest Coverage Ratio evaluates how well the business can use operating income to pay for interest costs. A lower likelihood of defaulting on interest payments is indicated by a higher interest coverage ratio. The leverage ratios of AstraZeneca show careful money management. The company's debt-to-equity ratio remains balanced, indicating that its operations have not been overleveraged. The risk of financial distress is also decreased by the interest coverage ratio, which shows a strong ability to meet interest obligations. There were variations in the interest coverage ratio during this time, which gauges the company's capacity to pay debt interest. It was 2.48 in 2018, fell steadily to 0.79 in 2021, and then increased to 2.85 in 2022 (Campião, 2023). These variations could be a result of shifting company profits as well as the effect of interest costs on profitability. AstraZeneca's asset utilisation efficiency was measured by the asset turnover ratio, which went from 0.36 in 2018 to 0.46 in 2022. This increase in asset utilisation efficiency suggests that the company is becoming more efficient at earning money from its assets. Leverage ratio dynamics indicate the company's ability to adjust to changing economic circumstances and its deliberate efforts to improve the state of its finances over time.
The financial performance analysis of AstraZeneca demonstrates a stable dividend policy, a balanced financial structure, a strategic approach to financing sources, and forward-thinking investment in development and research. Analysis of ratios, capital rationing techniques, and a working capital management evaluation highlight the company's sound financial practices and sound decision-making (Hot et al. 2019). These results offer a basis for understanding AstraZeneca's sound financial standing and its capacity to manoeuvre through the intricate pharmaceutical market. This analysis is a crucial component of the report since it establishes the foundation for the treasury management analysis that follows, which will look more closely at the relationship between management choices and these financial performance findings.

[bookmark: _Toc151381450]2.2 Capital Structure Analysis
The capital structure of AstraZeneca, which outlines how it combines debt and equity to fund its operations, is a crucial component of its financial structure. The company has notably kept a stable and well-balanced capital structure over the last five years. The debt-to-equity ratio has not changed much over this time, suggesting that AstraZeneca has handled its debt commitments sensibly. This ratio's stability indicates that the company has refrained from taking on excessive debt, which could have put the company's finances at risk.
[image: ]
Figure 4: debt-to-equity ratio
Data on AstraZeneca's debt-to-equity ratio provides important information about the capital structure as well as financial risk management of the business during the previous five years. With a debt-to-equity ratio of 0.77 in 2023, the capital structure appears to be somewhat conservative. This implies that the business relies less on debt and more on equity financing, which lowers the risk of debt and leverage (Lau et al. 2021). It fits in with the cautious strategy that pharmaceutical companies frequently employ due to their lengthy R&D cycles and requirements for stability. The debt-to-equity ratio did not change from 0.76 in 2022 to 2021, indicating a persistent inclination towards a capital structure that is balanced (Astrazeneca, 2023). AstraZeneca's dedication to upholding a steady financing strategy is demonstrated by this stability, which may be advantageous to stakeholders.
[bookmark: _k7w53kmpkm5d][bookmark: _Toc151381451]2.3 Sources of Finance
The investigation explores AstraZeneca's funding sources, looking at the ways in which the business has raised money to fund its ventures and operations. AstraZeneca has mostly depended on a mix of equity and debt financing over the last five years. Bonds and loans are the sources of debt financing, whereas the issuance of shares is the source of equity financing. AstraZeneca has taken a balanced approach in selecting its financing sources. Debt financing has been strategically employed, frequently through partnerships and strategic acquisitions, to seize growth opportunities. When seeking to increase the company's financial versatility or raise capital for large-scale projects, the equity side has been tapped. AstraZeneca has been able to take advantage of debt as well as equity thanks to this strategy.
According to AstraZeneca's balance sheet, the company has a capital structure that is primarily equity-focused. Its reserves and surplus are expected to grow to a total of Rs. 583.69 crores by 2023, with an annual equity capital of Rs. 5.00 crore (AstraZeneca, 2020). The company notably reports other long-term obligations and provisions, with very little long-term borrowing displayed. Trade payments, other current liabilities, and immediate provisions make up the majority of the current liabilities; there are no short-term borrowings. 
[bookmark: _ypi1nan61i73][bookmark: _Toc151381452]2.4 Operating Profit
[image: ]
Figure 5: Operating Profit
An important consideration when evaluating the financial health of a company is its financial activity. AstraZeneca has been forward-thinking in allocating its cash reserves for expansion and creativity over the last five years. To stay competitive, AstraZeneca must constantly conduct research and development in the pharmaceutical industry. As a result, the business has always committed a sizeable percentage of its earnings to its R&D projects. AstraZeneca's strategic decision to invest in research and development is a reflection of its dedication to innovation as well as the creation of novel medications and treatments (Statista, 2023). The company's emphasis on research and development investment demonstrates its commitment to remaining at the leading edge of pharmaceutical advancements.
[image: ]
Figure 6: Dividend growth of the company
(Source: Stockanalysis, 2023)
· AstraZeneca's dedication to rewarding shareholders is demonstrated by its steady dividend distribution pattern.
· The percentage of earnings given as dividends, or the dividend payout ratio, has not changed over time.
· The dividend payout ratio's consistency shows AstraZeneca's sound financial management and commitment to maximising shareholder value.
· The company's strong financial position is demonstrated by its ability to continue paying dividends in spite of the capital-intensive nature of the pharmaceutical industry.
[bookmark: _upqkcn8turpx][bookmark: _lqo2fcz4stgb][bookmark: _Toc151381453]3. Treasury Management Analysis 
An essential component of AstraZeneca's economic plan is cash and liquidity management, which makes sure the business has the money on hand to pay short-term debts, take advantage of business opportunities, and fend off financial crises. AstraZeneca's achievement in this domain, as determined by analysing data from 2018 to 2022, is as follows:
[bookmark: _u1i83m8gnwqo][bookmark: _Toc151381454]3.1 Investment Management
AstraZeneca's liquid assets fluctuated over the course of the five years, peaking at $6.33 billion in 2019 and falling to a low of $4.83 billion in 2018. It was valued at $6.17 billion as of 2022 (Astrazeneca, 2019). A number of variables, including investments, managing debt, and operating cash flows, can be blamed for this variability. 
[bookmark: _3u48eguzif46][bookmark: _Toc151381455]3.1.1 Turnover Ratio for Short-Term Investments
This ratio assesses how well AstraZeneca controls its investments for a short time in order to produce returns. According to the “Efficient Market Hypothesis (EMH)”, information that is currently accessible should be the basis for short-term investment decisions (Ehiedu and Obi,  2022). The EMH is supported by AstraZeneca's strategy, which maximises returns on short-term investments. AstraZeneca increased the amount of money it made from short-term investments by improving its turnover ratio.
“Short-Term Investments Turnover Ratio = Revenue / Average Short-Term Investments”
“Average Short-Term Investments = (Short-Term Investments in the Current Year + Short-Term Investments in the Previous Year) / 2” (Patin et al. 2020)
[image: ]
Figure 7: Turnover Ratio for Short-Term Investments
The ability of AstraZeneca to effectively use its short-term investments to produce revenue is shown by the Short-Term Investments Turnover Ratio. Researchers have noted that the organisation had $849 million in investments for the short term in 2018, but the revenue amount was not disclosed. Nonetheless, the turnover considerably improved in the years that followed, particularly in 2021 and 2022. In 2022, AstraZeneca's turnover ratio of 288.09 meant that for each dollar that was utilised in short-term investments, the company made $288.09 in revenue (Leaver and Murphy, 2020). This improvement points to the company's recent efficient management of the company's liquid assets, which may have been fueled by improved investment and cash flow strategies.
[bookmark: _a9ldbkxsb91m][bookmark: _Toc151381456]3.1.2 Long-Term Investments Turnover Ratio
This ratio assesses how well AstraZeneca manages its long-term investments in order to produce returns. Investment choices can be influenced by the “Capital Asset Pricing Model (CAPM)”. AstraZeneca wants to maximise the growth of its investment portfolio over the long run by weighing the risk and return of long-term investments. Plant, equipment, and real estate are examples of long-term assets in which AstraZeneca has invested.
“Long-Term Investments Turnover Ratio = Revenue / Average Long-Term Investments”
“Average Long-Term Investments = (Long-Term Investments in the Current Year + Long-Term Investments in the Previous Year) / 2”
[image: ]
Figure 8: Turnover Ratio for Long-Term Investments
How well AstraZeneca controls its investments that will continue to produce income is shown by the Long-Term Investments Turnover Ratio. In comparison to 2018, the turnover ratio increased dramatically in 2022. For each dollar that was invested in long-term investments made by AstraZeneca in 2022, $49.83 in revenue was produced (Astrazeneca, 2018). This shows that the business has an effective long-term investment approach and that it is effectively generating income from its long-term investments.
[bookmark: _pax60b5325tj][bookmark: _Toc151381457]3.1.3 Net Cash Position Ratio
This ratio assesses AstraZeneca's financial standing by indicating whether or not it has more debt or cash. It is computed as total debt minus cash and cash equivalents. According to Harry “Markowitz's Modern Portfolio Theory (MPT)”, diversification can lower risk (Cui and Cheng,  2022). Through the distribution of its investments across several industries and geographical areas, AstraZeneca's diversification strategy reduces risk. Through clever investments in the healthcare industry, AstraZeneca has expanded its product products and services and geographic presence, thereby diversifying its investment portfolio. R&D expenditures are comparable to call possibilities on future projects, according to the Real Options Theory. AstraZeneca is pursuing the option to move forward with possible lucrative drug development projects by making significant investments in research and development. Research and development (R&D) is where a large amount of AstraZeneca's investments go towards creating new medications and treatments.


[image: ]
Figure 9:  Net Cash Position Ratio
AstraZeneca's financial stability can be inferred from the Net Cash Position Ratio, which shows whether the company has more cash on hand or more debt. An organisation with a negative net cash standing has more debt compared to cash. With a net cash position of -$13.43 billion in 2018, AstraZeneca was heavily indebted. Nonetheless, over time, the net cash position steadily improved, hitting -$22.83 billion in the year 2022 (McEwan et al. 2020). This indicates a change in focus towards debt reduction and increased liquidity, both of which can be wise financial moves.
[bookmark: _a5hkm58ffjs2][bookmark: _Toc151381458]3.2 Working Capital Management 
A business's capacity to satisfy short-term obligations and maintain liquidity is directly impacted by its working capital management, making it an essential component of its financial operations. The working capital management of AstraZeneca has changed significantly in the last few years. The analysis that follows includes an examination of the company's strategic choices, the application of pertinent theories and frameworks, and a numerical comparison of the major components of working capital for the years 2018 through 2022. The ability of the business to keep track of its short-term liabilities with its assets indicates how well it manages working capital. Total current assets rose by roughly 30% over the five-year period, from $15.56 billion in 2019 to $20.34 billion in 2022 (Ahmed and Schippert, 2020). A strategic emphasis on short-term investment management may be indicated by the rise in current assets. But from $18.12 billion in 2019 to $21.61 billion in 2022, total current liabilities also increased. This may indicate a greater requirement for short-term loans to pay for mounting short-term debt.
[image: ]
Figure 10:  Working Capital Management
Strong financial oversight and improving liquidity are critical, as AstraZeneca has continuously shown. As the balance sheet data shows, keeping a sizeable amount of money and its equivalent serves a number of purposes. In addition to enabling speedy investment in opportunities and guaranteeing the company's ability to fulfil its short-term financial responsibilities on time, it offers a safety net to cover unforeseen expenses and market uncertainties. The “theory of Cash and Equivalents Growth” emphasises the significance of a growing trend in reserve accumulation, and AstraZeneca's track record of growing the amount of cash and equivalents over time supports this theory (Diaw, 2021).
The quick ratio's slight decline from 2021 to 2022 could indicate adjustments to inventory control procedures. Since inventory management has a direct impact on liquidity, it is an essential component of working capital. Through efficient inventory management and turnover, AstraZeneca is able to release capital that would otherwise be invested in unsold goods. The “Inventory Turnover Theory” highlights how important it is to quickly convert inventory into revenue. This strategy lowers carrying costs and lowers the possibility of out-of-date or expired inventory. The choices made by AstraZeneca in this area support their working capital strategy by guaranteeing effective resource use.
[bookmark: _jaoxz7ng3l7][bookmark: _Toc151381459]3.3 Debt Management
Working capital management is significantly impacted by the company's active debt management policies. AstraZeneca reduces the amount of money it has to pay back in principal and interest by continuously lowering its long-term debt levels. The company's working capital position is strengthened and its ability to allocate assets more flexibly is improved by the corresponding decrease in financial obligations. The business's debt reduction strategy is guided by models such as the Debt/Equity Ratio and the Debt/EBITDA Ratio, which are in line with the fiscal tenets of prudent leverage. A healthier ratio of assets to liabilities results from lower debt levels, which supports overall financial stability.
[image: ]
Figure 11: EBITDA
Before taxes, interest, and non-cash costs like depreciation and amortisation are taken into consideration, the company's profitability as a whole is shown by EBITDA. A greater EBITDA suggests that the business makes a significant profit from its core activities. From $8,423 million in 2021 to $7,562 million in 2022, AstraZeneca's EBITDA fell. A number of factors, such as changes in product sales, R&D expenses, and market conditions, can be blamed for this decline (Astrazeneca, 2022). According to financial theory, keeping an acceptable EBITDA is essential for managing debt since it shows how well the business can pay off debt and cover interest costs. 
The way AstraZeneca manages its debt varies. In 2020, debt growth climbed by 11.81%, but in 2019, it fell by -4.64%. This suggests that the business may have optimised its debt structure by implementing strategic measures. According to the Pecking Order Theory, businesses should, whenever possible, favour internal financing (keep the earnings) over outside funding (debt). AstraZeneca adopts this theory and reduces its economic risk by cutting debt. AstraZeneca has made efforts to lower its debt-to-equity ratio, demonstrating a commitment to minimising financial leverage. 
One of the most important profitability metrics is the EBITDA Margin, which shows EBITDA as a percentage of total revenue. Stronger operational efficiency is indicated by a higher EBITDA margin. The EBITDA margin for AstraZeneca dropped from 31.65% in 2021 to 20.21% in 2022. This decrease should be taken into account since it might affect the business's capacity to pay off its debt. According to “financial theories”, a business should aim for steadily rising profit margins in order to service its debt. Expenses for depreciation and amortisation show how long-term asset costs are distributed over their useful lives. In 2022, AstraZeneca's depreciation and amortisation costs climbed to $6,530 million from $3,149 million in 2021 (AstraZeneca, 2021). Higher capital expenditures, which represent investments in long-term assets, could be the cause of this increase. The way these costs are treated in accounting affects net income and, in turn, the capacity to pay off debt is elemental. The selection of depreciation methods can carry considerable weight, as sound accounting practises are emphasised by financial theory. 
[image: ]
Figure 12: EBIT
EBIT is a metric used to assess a company's profitability that is calculated after deducting operating costs but before taxes and interest. For example, EBIT at AstraZeneca dropped from $5,274 million in 2021 to $1,032 million in 2022. The aforementioned factors affecting EBITDA can be linked to this decrease. The significance of EBIT in evaluating a company's capacity to cover interest costs, a vital component of debt management, is highlighted by financial theory. EBIT is shown as a percentage of total revenue by the EBIT Margin. It shows the percentage of revenue that is kept after operating expenses are paid but before taxes and interest are taken into consideration. AstraZeneca's EBIT margin dropped from 19.81% in 2021 to 2.76% in 2022. Because it affects the company's ability to pay down its debt, this decline in EBIT margin is an important aspect of debt management. Strong profit margins are recommended by financial theories in order to support debt repayment.
According to the data analysis, AstraZeneca's EBITDA, EBITDA margin, EBIT, and EBIT margin decreased in 2022 as opposed to 2021. The company's ability to pay interest costs and debt repayment obligations may be affected by these changes, which may have an impact on its debt management strategies. In order to support its debt management goals, AstraZeneca may need to concentrate on increasing profitability margins, reducing depreciation and amortisation costs, and improving overall operational efficiency in order to comply with financial theories and models.
[bookmark: _t5vhciph3iok][bookmark: _Toc151381460]3.3 Risk Management
For any company, including AstraZeneca, risk management is an essential component of financial management. Important insights are obtained from a thorough examination of the company's risk management plans and how well they adhere to financial theories and industry best practices.
· Market Risk: AstraZeneca is a part of the pharmaceutical sector, which is associated with a number of market risks. These include modifications to laws governing drug prices, variations in exchange rates, and the effect of world economic conditions on healthcare expenditures. The company is subject to exchange risk due to its presence in several foreign markets. As per well-known risk management theories that advocate limiting exposure to volatile currencies, AstraZeneca uses hedging strategies to reduce currency risk.
· Credit Risk: With regard to trade receivables in particular, credit risk is a major concern for the pharmaceutical industry. Setting credit limits and evaluating customer creditworthiness are two aspects of AstraZeneca's risk management process. To reduce this risk, the business might make use of financial derivatives or credit insurance. AstraZeneca strives to optimise its exposure to credit risk in accordance with financial models in order to sustain strong cash flows (Bbc, 2023).
· Operational Risk: This category includes a number of variables, such as problems with product quality, supply chain interruptions, and regulatory compliance. It is crucial to guarantee consistent product quality in the pharmaceutical industry. AstraZeneca invests in quality assurance and control procedures and follows good manufacturing practices (GMP). This strategy emphasises the value of operational excellence in reducing operational risks, which is consistent with risk management theories.
· Strategic Risk: This type of risk is associated with variables such as shifts in the dynamics of the market, patent expirations, and competition. The lifecycles of AstraZeneca's pharmaceutical products present strategic risks. In line with financial theories that suggest portfolio diversification and innovation to be risk mitigation strategies, the company uses M&A activities, research and development investments, and diversification strategies to manage these risks.
· Financial Risk: Interest rate risk and managing debt are examples of financial risk. Despite having a strong capital structure, AstraZeneca is heavily indebted. Following theories that recommend optimising debt structure for cost efficiency, the company employs interest rate derivatives to reduce its dependency on fluctuating interest rates in order to manage financial risk.
· Regulatory Risk: Pharmaceutical businesses must comply with stringent regulations. In this sense, AstraZeneca's risk management entails ongoing regulatory monitoring, legal support, and compliance measures. Reducing regulatory risk necessitates following regulatory frameworks and best practices.
AstraZeneca uses a complex risk management approach that is consistent with general financial theories as well as industry-specific theories. The company uses a combination of risk avoidance, risk reduction, and risk transfer to manage its exposure to market, credit, functional, tactical, monetary, and regulatory risks. This all-encompassing strategy is a reflection of AstraZeneca's dedication to upholding a strong risk management system to protect its financial future and future viability in the pharmaceutical sector.
[bookmark: _gdde99atws2n][bookmark: _Toc151381461]4. Synthesis and Conclusions
Examining AstraZeneca's treasury and accounting procedures from 2018 to 2022 reveals some interesting patterns and strategies the company has used. Over the course of these five years, AstraZeneca's revenue increased significantly, with a particularly noteworthy uptick in 2021. These adjustments are in line with the requirement for strategic financial planning in order to preserve the best possible balance between reinvestment and shareholder value return. The detrimental effects of ROA can be summed up as follows: from the standpoint of financiers and investors, COVID-19 may have a major influence on a company's future financial performance if it was more profitable than its rivals before COVID-19. The stock cost of a productive company is probably going to be higher than that of a low-useful company, given a positive assessment of anticipated future returns.
ROA, or return on assets, is yet another important metric. It gauges how profitable the business can make use of all of its assets. With a return on assets (ROA) of 3.50% in 2018, AstraZeneca made $0.035 for every dollar of assets. In 2021, the ROA dropped to 0.10%, indicating a sharp decline in asset efficiency. The ROA increased to 3.40% in 2022. Changes in net income and asset allocation both require strategic decisions to maximise asset utilisation, can be attributed to the dynamics depending on this metric.
An indicator of a company's profitability with regard to both debt and equity capital is return on capital, or ROIC. AstraZeneca's return on invested capital (ROIC) for 2018 was 11.02%, is indicating prudent capital use. In 2022, this percentage fell to 1.51%, but it rose to 7.47% the following year. Changes in net income are reflected in the ROIC trend, which highlights the importance of risk management and efficient capital allocation. It's clear that AstraZeneca manages its investments with caution. The business has routinely committed significant funds to research and development (R&D), a strategic move in line with contemporary financial theories. AstraZeneca's research and development (R&D) expenditures increased from $5.932 billion in 2018 to $9.762 billion in 2022, demonstrating the company's commitment to innovation and product development.
In addition, the business has made strategic acquisitions that are backed by theories that promote market expansion and diversification. AstraZeneca made a big acquisition of Alexion Pharmaceuticals in 2019 to strengthen its position in treating rare diseases and diversify its business. The choice to buy this item is in line with financial theories that highlight diversification as a tactic to lower risk and create opportunities for growth. AstraZeneca has a significant amount of long-term debt, and it has changed over time how it manages this debt. The company's long-term debt increased from $17.807 billion in 2018 to $29.232 billion by 2022. The Modigliani-Miller theorem, which recommends that companies optimise their capital structure by taking a mix of equity and debt financing into consideration, is consistent with this increase in debt.
AstraZeneca's financial policies are vital to the company's continued goal of offering patients around the globe cutting-edge medical solutions, particularly in light of the rapidly changing healthcare landscape. The company's financial strategies highlight how crucial it is to keep a careful balance between risk mitigation, debt management, and reinvestment in order to secure long-term success in a very dynamic sector.
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