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[bookmark: _Toc225113476]Introduction
This report is a comparison of the financial performance of J Sainsbury plc within two years. The company is a major food retailer in the market in the United Kingdom. The analysis involves the consideration of the 2023/24 and 2024/25 financial reports. This has been analysed using published financial statements to evaluate the general business financial position. The report calculates key accounting ratios in order to establish the profitability, liquidity, efficiency and solvency performance. The comparison is a financial performance between two years to demonstrate the performance improvements or losses (Mishra and Celestin, 2025). The studies evaluate both internal and external forces, which will influence the results of finance. The report presents recommendations to improve financial performance and business sustainability. The discussion employs the concept of financial management to interpret the results of the ratios. It also indicates what could be of concern or what could be enhanced in the findings.
[bookmark: _Toc224988388][bookmark: _Toc225113477]1. Selection and Overview of Financial Statements
It provides significant financial statements that are being used in the performance analysis of J Sainsbury plc. Annual reports analyse them in the Consolidated Income Statement, Balance Sheet and Cash Flow Statement. It has two years of financial reports, including 2023/24 and 2024/25. These statements offer useful information on revenue, profit, cash flow and financial position (Setyopurnomo et al., 2025).
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The table shows revenue and profit are higher with a decrease in cash flow and an increase in debt margin. Numbers enable further ratio analysis and help evaluate the overall trend in financial performance.
[bookmark: _Toc224988389][bookmark: _Toc225113478]2. Ratio Analysis and Interpretation
[bookmark: _Toc224988390][bookmark: _Toc225113479]2.1 Liquidity Ratios
Liquidity ratios determine the ability of J. Sainsbury plc to settle short-term obligations. The ratios will help determine the short-term financial performance and effectiveness of working capital.
a) Current Ratio = Current Assets ÷ Current Liabilities
	Year
	Current Ratio

	2023/24
	0.66

	2024/25
	0.74


A current ratio below one means that there are insufficient current assets to cover the current liabilities. An increase of 0.66 to 0.74 shows a slight change in liquidity management. These are subject to improved inventory and supplier payment management (Saristiana et al., 2025).
b) Quick Ratio = (Current Assets − Inventory) ÷ Current Liabilities
	Year
	Quick Ratio

	2023/24
	0.48

	2024/25
	0.33


A sudden reduction in ratio indicates a reduced ability to meet the short-term liability without stock. The quick ratio is lower since a retailing business needs a huge inventory. The fall is a sign of greater reliance on inventory to build cash to fund daily operations.
[bookmark: _Toc224988391][bookmark: _Toc225113480]2.2 Profitability Ratios
Profitability ratios refer to the means by which a business can be profitable as a result of operations and sales. The ratios evaluate the general financial performance and cost management effectiveness.
a) Return on Capital Employed (ROCE) = Operating Profit ÷ Capital Employed
	Year
	ROCE (%)

	2023/24
	8.3%

	2024/25
	9.0%


Positive ROCE means that capital is better utilised to generate operating profits. The growth can be achieved by the increased operating income and better cost-control measures.
b) Net Profit Margin = (Profit after Tax ÷ Revenue) × 100
	Year
	Profit (£m)
	Revenue (£m)
	Margin (%)

	2023/24
	137
	30,615
	0.45%

	2024/25
	242
	31,555
	0.77%


An increase in net profit margin indicates more profitability and financial performance (Zavalii et al., 2025). It can be improved by better sales, good operations and customer demand.
[bookmark: _Toc224988392][bookmark: _Toc225113481]2.3 Efficiency Ratios
Efficiency ratios are calculated to see how the firm uses resources to generate sales and profits.
a) Inventory Turnover (Days) = (Average Inventory ÷ Cost of Sales) × 365
	Year
	Inventory Days

	2023/24
	23.20

	2024/25
	23.10


Efficiency ratios are calculated to see how the firm uses resources to generate sales and profits.
[bookmark: _Toc224988393][bookmark: _Toc225113482]2.4 Gearing and Solvency Ratios
The gearing ratios show financial risk and the extent of debt use in business operations.
a) Debt-to-Equity Ratio = Total Debt ÷ Total Equity
	Year
	Debt (£m)
	Equity (£m)
	Debt/Equity (%)

	2023/24
	6,549
	8,420
	77.8%

	2024/25
	6,608
	7,693
	85.9%


The high gearing ratio is an indication that more debt financing has been used to operate the business. An increase in the debt level may elevate the financial risks in the uncertain economies (Abubakar and Anyonje, 2025).
[bookmark: _Toc224988394][bookmark: _Toc225113483]3. Comparative Performance Analysis
[bookmark: _Toc224988395][bookmark: _Toc225113484]3.1 Revenue and Profit Trends
J Sainsbury plc generated more revenue in the 2023/24-2024/25 financial years. The growth stood at approximately 940 million, and the level of sales performance kept improving. Good food sales and good control of costs were the main drivers of growth. Its underlying operating profit also increased, which reflects improved operations in the core retail business (Wang et al., 2026). Statutory profit after tax increased with good overall financial performance of the company. All improvements are better cost management, better margins, and reduced non-underlying financial losses.
[bookmark: _Toc224988396][bookmark: _Toc225113485]3.2 Cash Flow and Free Cash Generation
The same financial period had increased profit but decreased the retail free cash flow. The cash flow declined to £531 million during the two reporting years as opposed to £639 million in the last year. It declined because of high capital expenditure and low working capital inflows. Low cash flow may strain short-term liquidity and day-to-day operations of the business. The company expects future cash flows to remain stable to support dividends and shareholder returns.
[bookmark: _Toc224988397][bookmark: _Toc225113486]3.3 Operational and Competitive Factors
The retail business environment of J. Sainsbury plc is very competitive, and the intensity of the industry is high. Business faces the challenge of increasing costs, wage rates and customer buying behaviour. The firm implemented cost-cutting initiatives to manage the increased operation and labour expenses (Efendi et al., 2025). Part of the actions included layoffs and savings in different areas of operation. The measures helped the company to stay profitable amid the external forces of the economy and market competition.
[bookmark: _Toc224988398][bookmark: _Toc225113487]4. Why Performance Changed Year‑on‑Year
[bookmark: _Toc224988399][bookmark: _Toc225113488]4.1 Positive Drivers
· Effective Cost Management: The effective cost management improved the operating margins and the overall profitability of business operations. The company had introduced tight control of the cost and increased efficiency in the different retail business activities.
· Strength in Food Sales: The positive growth in the competitive retail market was reflected in high food sales in terms of revenue and market share. Grocer products specialisation appeared to bring in more customers and an increase in the cumulative sales volume rates (Salisa et al., 2025).
· Strategic Reallocations: The strategic relocations led to better store performance in terms of space maximising and high-demand product areas. The entry into EV charging and clothing also added to additional income and business growth.
[bookmark: _Toc224988400][bookmark: _Toc225113489]4.2 Challenges Affecting Performance
· Cash Flow Decline: The decline in cash flow put a strain on the liquidity despite the company recording an improved result in terms of profits within the identical period.
· Rising Labour Costs: The rising prices of labour were added to the prices of operations, the wages grew, and the state policies were changed.
· Debt Pressure: The debt level also went high, financial risk also increased and solvency concerns in the long term increased.
[bookmark: _Toc224988401][bookmark: _Toc225113490]5. Recommendations for Improving Financial Sustainability
To improve future financial performance and sustainability, it is possible to recommend the following:
· Companies should work to improve the efficiency of working capital to enable financial performance and stability. The inventory should be controlled, and the management should bargain with the suppliers. Demand forecasting technology will also assist in reducing excess stock and improving inventory turnover.
· Businesses ought to improve liquidity positions by raising cash reserves and enhancing cash flow management (Ndruru, 2025). The company has the duty to manage receivables and payables to facilitate day-to-day operations.
· The management ought to reduce the management debt as days progress to reduce financial risk and the cost of paying interest. Less debt coverage will improve solvency status and long-term financial sustainability.
· Companies should invest in high-margin products to improve profitability and general business. Focusing on own-label manufacturing and retailing can help increase revenue and profit margins. The literature also establishes that working capital management is part of the degree of liquidity and profitability. It is discovered that less financial leverage has the stability of a business during hard economic times.
[bookmark: _Toc224988406][bookmark: _Toc225113491]Conclusion
In summary, this report evaluates the two-year financial performance of J Sainsbury plc. Analysis shows that the company has increased in profit and has improved overall performance of operations during the study period. Increasing ROCE and profit margins indicate that costs are controlled and value is created. Results have shown a positive growth in revenue and increased efficiency in the biggest retail operations. However, liquidity ratios are low and indicate the risk of short-term financial stress. Cash flow performance worsened and showed that it was struggling to stay at high levels of financial flexibility (Ullah et al., 2025). Ratio analysis presents weaknesses and strengths and helps to comprehend financial position. Findings reveal that financial ratios are critical in evaluating business performance and decision-making. Future focus on working capital and debt reduction can bring about long-term sustainability. In addition to this, an increment in profitability margin and minimisation of cost in terms of operation can also support the overall financial well-being.
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Financial Item 2023/24 2024/25
Revenue (Sales) (Em) £30,615.00 | £31,555.00
Retail underlying operating profit (Em) £ 966.00 [ £ 1,036.00
Underlying profit before tax (Em) £ 701.00 | £ 761.00
Statutory profit after tax (Em) £ 137.00 | £ 242.00
Retail free cash flow (Em) £ 639.00| £ 531.00
Net debt (incl. leases) (Em) £ 5,554.00 | £ 5,758.00
Dividend per share (p) £ 13.10 | £ 13.60
Return on capital employed (%) 8.30% 9.00%





