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[bookmark: _heading=h.3rdcrjn][bookmark: _Toc164873600]1.0 Part A: Company History and Events
[bookmark: _heading=h.26in1rg][bookmark: _Toc164873601]1.1 Brief history of the company
Sam Walton opened the first Walmart store in Rogers, Arkansas, in 1962. Walton opened the first Walmart Discount City store with the goal of keeping prices low by putting goods in self-service warehouses where the company would make little money from them. Walton focused on having basic home and family things that people in rural areas liked.
Adding more shops in Arkansas, Missouri, and nearby states helped the business grow quickly in the 1960s and 1970s. It went public on the New York Stock Exchange in 1983 and became the biggest store in the United States. This made it possible for the business to grow even more across the land. Walmart had grown to over 1,000 shops across the country by the late 1980s.
In the 1990s, Walmart opened shops in Mexico and Canada as part of its foreign growth. On top of selling food, it started selling other things like clothes, electronics, and toys. This made sales go up even more. In 2000, Walmart had more than 3,000 shops around the world.
In the 2000s, Walmart had some problems because internet shopping and cheap stores like Target were becoming more popular. But it changed by getting a better online footprint with a new website that came out in 2000. It also started to offer shopping, eye care, pharmacies, and food in many of its shops.
With more than 2.2 million workers around the world, Walmart is still the biggest private company in the world. It runs more than 11,400 shops in 27 countries under 56 different brands. Walmart has tried to change its image as a place where you can do all of your shopping in one place. The fact that the company makes more than $500 billion a year shows how far it has come since Sam Walton opened its first shop in Rogers, Arkansas.

[bookmark: _heading=h.lnxbz9][bookmark: _Toc164873602]1.2 Major events over the past five years
· Walmart paid $3.3 billion to buy the online store Jet.com in 2017 to help its internet business compete with Amazon.
· Walmart raised its workers' minimum wage to $11 an hour in 2018 and added more paid family leave as a reaction to political pressure over low pay.
· 2019: Walmart started delivering groceries the same day and started trying self-driving delivery with Ford and Gatik. It also began a new scheme to train employees.
· 2020: People shopped online more during COVID, which led to a rise in Walmart's online sales. To keep up with demand, it added more than 500,000 new people. Also, curbside service grew very quickly.
· 2021: Walmart put $1 billion into the drone delivery company DroneUp and said that test programs for drone delivery would start in 2022. It also bought drugstore companies MedicationAdvisor and FitRx.
· Walmart expanded its health care options in 2022 when it bought telehealth company MeMD. It also started offering new financial technology services, such as early access to wages. Walmart announced more rollbacks and dropped prices on necessities because of rising prices.

[bookmark: _heading=h.35nkun2][bookmark: _Toc164873603]2.0 Part B: Financial Performance Review
[bookmark: _heading=h.1ksv4uv][bookmark: _Toc164873604]2.1 Calculation of financial ratios
[bookmark: _heading=h.44sinio][bookmark: _Toc164873605]2.1.1 Profitability Ratio Analysis
[image: ]
Figure 1: Calculation of Profitability Ratios
(Source: Excel)
There is information about Walmart's ability to make money in its income statistics. The gross profit margin went up from 27.23% in 2019 to a high point of 33.47% in 2023, which shows that direct costs were better managed. During the same time period, however, the running profit margin dropped from 9.89% to 5.32%, which suggests that rising operating costs are cutting into earnings.
The net profit margin changed a lot, from 15.01% in 2019 to -4.35% in 2022. This might have been because of changes in things like tax and interest costs that aren't related to operations. Profits could stay stable if the net margin was carefully managed to its fullest.
Returns on assets (ROA) and equity (ROE) also went down. ROA went from 5.37 percent in 2019 to 1.15 percent in 2023, and ROE went from 10.13 percent to 2.08 percent. This shows that using current resources and funds put in by owners to make gains is becoming less efficient.
Overall, gross margins got better because costs were kept down, but rising running costs and interest rates are putting pressure on operating and net profits. As profits go down, steps need to be taken to make the best use of assets and property. These numbers need to be constantly checked to spot early warning signs of falling profit conversions. Increasing non-operating income while keeping costs low can help the bottom line grow faster again.

[bookmark: _heading=h.2jxsxqh][bookmark: _Toc164873606]2.1.2 Liquidity Ratio Analysis
[image: ]
Figure 2: Calculation of Liquidity Ratios
(Source: Excel)
The liquidity measures for Walmart show how well the company can meet its short-term cash commitments. During the time period, the average ratio went from 1.125 to 1.44, but it always stayed above 1. This shows that Walmart had enough short-term assets to settle its bills over the years. Also, the quick ratio, which takes into account supplies, stayed close to or above 1, at 1.05 to 1.335. This means the business had enough short-term assets to meet its short-term commitments, even after taking into account product that wasn't as easily sold.
Even though it changed a lot, the cash ratio stayed at a good level most of the years, between 0.255 and 1.005; the only year it went down was 2023. This shows that Walmart usually kept a good amount of cash on hand to meet its daily cash flow needs. But the fact that the cash ratio fell to just 0.255 times current bills in 2023 worries some people about not having enough cash on hand. If it isn't fixed, it could make it harder to deal with unexpected cash flows.
To sum up, Walmart's current and quick ratios show that it can consistently meet its immediate debt obligations with its working assets. But the company needs to keep a close eye on the things that are causing the 2023 cash ratio to go down and make sure it has enough cash on hand, especially during times of economic instability. Walmart can keep its cash flow strong by making the most of its working capital, even when the company is growing.


[bookmark: _heading=h.z337ya][bookmark: _Toc164873607]2.1.3 Gearing Ratio Analysis
[image: ]
Figure 3: Calculation of Gearing Ratios
(Source: Excel)
Walmart's gearing rates show how the company uses debt and its capital structure over time. Over the years, the debt-equity ratio changed, but on the whole, it went up. It went from 110.43 percent in 2019 to 114.447 percent in 2021. This shows that Walmart has been taking on more debt compared to its stock. In the same way, the equity ratio, which shows how much of the total assets were paid for by owners' equity, went down from 72.44% in 2019 to 65.24% in 2021.
The debt-equity ratio is going up, while the equity ratio is going down. This means that debt financing is becoming more important than equity over this time. Taking out debt can increase results if used correctly, but it also increases the chance of failure and payment obligations. The rising ratio of debt to stock is something that should be looked at to make sure that leverage is managed.
The debt ratio, which compares total debts to total assets, also went up, from 67.55% in 2019 to a high point of 77.43% in 2020. It then went down a little, to 70.17% by 2023. This is another example of how bigger borrowings are being used to grow the asset base.
Overall, Walmart's gearing ratios were still within safe limits, but the fact that the debt-to-equity ratio has been rising over the years shows that more and more of its assets are being paid for by borrowing money instead of equity. To keep the right mix of debt and stock for growth while keeping risks in check, close tracking is suggested.

[bookmark: _heading=h.3j2qqm3][bookmark: _Toc164873608]2.1.4 Efficiency Ratio Analysis
[image: ]
Figure 4: Calculation of Efficiency Ratios
(Source: Excel)
The efficiently Walmart uses its assets and handles its debts by looking at its efficiency rates. The asset change ratio went down from 0.4309 in 2019 to 0.3574 in 2023, which suggests that using current assets to make sales is becoming less effective over time. Putting assets to good use through upgrades, development, or asset-light growth models can help bring in money.
The accounts receivable turnover went up from 2019 to 2021 but down in 2023, going from 6.72 times to 10.755 times. This shows that the average number of times Walmart gathered receipts in a year changed a lot. Better cash flows are indicated by faster recovery processes. Because of the drop in 2023, payment terms, collection methods, and customer credit risks may need to be looked at again.
The product change ratio went up and down too, going from 27.71 times to 37.56 times. Even though turnover stayed pretty high, which suggests that inventory moved quickly, it's still important to keep inventory levels at the right level compared to demand patterns to avoid write-offs and capital that's sitting idle.
In summary, Walmart can make better use of its resources by increasing the movement of its assets and debts. Taking charge of working capital ahead of time through lean processes, shorter cycle times, and more accurate demand forecasts can help improve business efficiency.


[bookmark: _heading=h.1y810tw][bookmark: _Toc164873609]2.2 Critical evaluation of calculated ratios using academic references
It's important to know the limits of ratios and use the right examples when looking at them. Ratios give a simple picture and need to be carefully understood (Brigham & Houston, 2012).
The success numbers show patterns, but they don't take into account how the economy as a whole affects the industry. The falling operating margin despite the rising sales margin suggests problems with cost control (Damodaran, 2015), but the exact causes of these costs are not known. Also, things that aren't operations, like taxes, change the net profit, which makes straight comparisons less useful.
Liquidity and gearing rates show the big picture, but choices about the company's long-term capital structure affect these. Even though there was enough cash on hand, the gearing trend may show that the company is moving more towards debt to make growth capital possible (Megginson et al., 2014).
Asset/receivables movement drops don't always mean that a business isn't working efficiently if you don't know what else is going on. New programs or the entry or growth of new markets could briefly raise asset bases and slow down turnovers (Drury, 2015).
Also, foreign companies with different fiscal years change the time of combined numbers, which makes it harder to compare one period to the next directly.
Ratios also don't take into account things that are qualitative. Better inventory management tools may have set the right amounts for just-in-time supply even though inventory movement went down (Kieso et al., 2018).
Comparative standards are also bad because they don't take into account how each company works. Some measures were higher than usual, but Walmart's size may mean that changes need to be made (Brealey et al., 2019).
Also, single numerical comparisons don't take into account the background of index value. Normal changes in the industry and big changes in the economy may be in line with raw changes (Penman, 2013).
Lastly, detailed comparison analysis can't be done when information is missing. Quantitative insights could be greatly improved by adding more operational information about the make-up of the business, capital spending, or management tactics (Wild et al., 2019).
To sum up, ratios show the way that a company's financial success is moving, but to draw firm conclusions, you need to carefully compare results to the specific qualitative circumstances that surround them. Multiple ratio and trend analyses over time have more useful strategy effects than a single numerical analysis.
[bookmark: _heading=h.4i7ojhp][bookmark: _Toc164873610]Profitability Ratios
The falling operating margin, even though the sales margin is steady, calls for a more in-depth look at the costs. Costs for SGA probably went up because of this, but it's still not clear why, like pay increases, problems with the supply chain, or investments in new areas. The changing net margin shows that earnings aren't growing steadily, which is made worse by non-operating things that change a lot. Plans to strategically lower costs may be needed for long-term gains.
[bookmark: _heading=h.2xcytpi][bookmark: _Toc164873611]Liquidity Ratios
Even though liquidity stayed good, the fact that the cash ratio is going down after 2022 is worrying on its own. Was this because of one-time losses or because of problems with the structure? To keep your options open, make sure that your methods for managing working capital and flexible funds are in line with how your cash flow will change in the future.
[bookmark: _heading=h.1ci93xb][bookmark: _Toc164873612]Gearing Ratios
The increase in debt, shown by the debt-equity shift, points to a risky capital structure plan that relies on borrowing money to grow. But low interest rates may have made this path more appealing, so the ability to pay back debt depends on how the economy is doing. Strict measures for debt covering and plans for refinancing help control the risks that come with it.
[bookmark: _heading=h.3whwml4][bookmark: _Toc164873613]Efficiency Ratios
Going down in asset production and debt collection processes are signs of resources not being used to their full potential, which again calls for a more in-depth look at the root causes to find ways to improve things. Working capital reduction programs that use lean methods or digital efforts may be able to free up capital that has been locked up and allow it to be re-invested.

Streamlining measurement systems to include missing qualitative factors along with data will help people make better strategic and tactical decisions. Alignments between departments are also made sure by regular communication between operations and finance.


[bookmark: _heading=h.2bn6wsx][bookmark: _Toc164873614]2.3 Comparison to a major competitor based on calculated ratios
[bookmark: _heading=h.qsh70q][bookmark: _Toc164873615]2.3.1 Financial Analysis of Universal Studios
[image: ]
Figure 5: Calculation of Profitability Ratios
(Source: Excel)
You can see how well Amazon makes money by looking at its earnings statistics. From 2019 to 2021, the gross profit margin stayed mostly the same, ranging from 18% to 20%. However, it went down a little to 17.65% in 2023, which suggests that margins may be under pressure.
During that time, the operating profit margin went from 8.65% in 2019 to 7.08% in 2023, a steady drop. This means that running costs are going up faster than income, which means that returns are getting smaller. Cost structures will need to be closely watched by management.
The net profit rate was more unstable, going up and down between 3 and 5 percent. This means that income from things other than operations, like interest costs, can have a big effect on results at the end of the day. For consistent profit growth, these non-core income and costs need to be managed well.
The returns on assets (ROA) and returns on equity (ROE) also went down. From 2019 to 2023, ROA went from 4.88% to 4.77% and ROE from 7.54% to 8.63%. This shows that capital is being used less efficiently.
Amazon is making money generally, but they will need to improve their earnings and returns to show that their growth is sustainable. Taking specific steps to improve operating leverage, working capital efficiency, and the optimal financing mix might help get profit conversion rates back to where they should be. As scale demands rise, it is important to act quickly.

[image: ]
Figure 6: Calculation of Liquidity Ratios
(Source: Excel)
Amazon's current numbers, which are usually between 6 and 9, show that it has a lot of cash on hand. This means that over the years, the company has likely kept enough current assets on hand to easily meet its short-term commitments.
The quick ratio, which takes into account inventory that isn't as easy to sell, was also above the safe level of 1, which is between 0 and 4. This shows that there are enough available resources, including inventory, to meet short-term obligations.
On the other hand, the cash ratio, which is a stricter measure of liquidity, went down from 1.755 in 2019 to a low of 0.225 in 2023. Even though it's still enough, this smaller buffer could make it harder to meet sudden cash wants.
There may be good reasons for cash to be used up, like sales or asset growth, but Amazon should keep a close eye on incoming and leaving cash flows to make sure liquidity is appropriate for the business's size and instability.
Overall, even though there is good current and quick covering, the falling cash ratio means that we need to find out why it's going down while businesses are growing. Companies the size of Amazon need to make sure they have enough cash on hand to cover their risks. Active control of working capital with digital tools and lean methods may be able to give up more cash.
The ability to settle short-term debt is still good, but keeping a healthy cash ratio during growth needs constant attention through improved cash conversion processes.

[image: ]
Figure 7: Calculation of Gearing Ratios
(Source: Excel)
Gearing rates have changed over the years to show Amazon's capital structure and use of debt. The debt-equity ratio slowly rose from 0.5466 in 2019 to a high point of 0.8361 in 2023, showing that the company was becoming more reliant on borrowing money.
During the same time period, the equity ratio went down from 0.9402 to 0.7941, which shows that ownership funds backing assets are decreasing. This changing ratio pattern shows that debt is being used more and more.
The debt ratio also went up, from 52.97% in 2019 to 68.33% in 2023. This shows that more and more of the company's assets are being paid for by debt instead of owners' stock.
When capital is used effectively, modest leverage can increase profits. However, relying too much on debt also raises financial risks, especially when the economy is bad. Amazon seems to be moving toward a place with a lot of debt.
To avoid over-gearing, close tracking is suggested. Possible limits on the amount of debt the company has or goals to lower the debt-to-equity ratio by issuing more stock or paying off debt faster could help the company's capital structure be more resilient.
A good debt-to-equity ratio is important in businesses that grow quickly. Overall, Amazon's rising loan levels show that this upward trend needs to be stopped.

[image: ]
Figure 8: Calculation of Efficiency Ratios
(Source: Excel)
The productivity rates for Amazon show how well the company uses its resources and handles its debts. Its asset change ratio went down from 1.0417 in 2019 to 0.973 in 2023, which shows that the gains from its existing assets are decreasing over time.
But things like entering new markets or making ongoing investments could briefly raise assets and make this number go down. As Amazon grows around the world, protecting the efficiency of its assets is still important.
The turnover of accounts receivable changed every year from 8 to 9 times, but in 2023 it went up to 9.3 times. This suggests that collection cycles are generally working well, but they could be better. Keeping an eye on debtor days and payment rules makes sure that sales are turned into cash on time.
Inventory change also went up and down between 16.5-22.58 times a year. Even though product moves quickly overall, it's still important to pay attention to the best amounts based on demand trends. Too much stock holds up capital, and not enough stock hurts sales.
Overall, ongoing organizational excellence drives can help improve how assets are used and how debts are managed. As Amazon grows, efforts to improve sourcing, cut down on cycle times, and make more accurate demand forecasts could help the company become more efficient.
Using methods like lean production and digital tools to optimize working capital can help make the resources and capital that are already being used more productive.

[bookmark: _heading=h.3as4poj][bookmark: _Toc164873616]2.3.2 Comparison of Companies Based on Ratios
[bookmark: _heading=h.1pxezwc][bookmark: _Toc164873617]Profitability Ratios:
Over the years, both Amazon and Walmart have kept their gross profit rates pretty fixed, ranging from 17 to 26 percent. But compared to Walmart, Amazon's operating and net profit margins went down, which shows that Walmart was better at using operating leverage and managing costs. Walmart also had higher returns on assets and stock, which shows that they were better at using their cash.
[bookmark: _heading=h.49x2ik5][bookmark: _Toc164873618]Liquidity Ratios:
Walmart always had strong current ratios above 1, and its quick ratios stayed close to or above 1, which showed that it could handle short-term debt well. Amazon's current and quick ratios, on the other hand, stayed good, but its cash ratio started going down. This shows that Amazon doesn't have as much cash on hand as Walmart, which has a better funding situation.

[bookmark: _heading=h.2p2csry][bookmark: _Toc164873619]Gearing Ratios:
While Amazon's gearing measures were going up, Walmart's debt-equity ratio was going up. This shows that both stores will be relying on more and more debt over time. But Amazon's change in debt-equity showed that the company was more reliant on borrowing money than Walmart's controlled rise. Amazon will have to keep a close eye on its risky capital structure.

[bookmark: _heading=h.147n2zr][bookmark: _Toc164873620]Efficiency Ratios:
At the same time that both businesses went global, their asset change rates went down. Walmart's goods turned over between 16.5-27.71 times more often than Amazon's (16.5-22.58 times). However, Amazon's accounts receivable turnover was higher than Walmart's, which means that Amazon had better cash conversion processes.
To sum up, Amazon did worse than Walmart on a number of important measures, even though it made money. Walmart was better at turning profits into cash, managing its liquidity, and keeping track of its working capital compared to other companies of the same size and type. By using tactics like Walmart does, Amazon can increase its profit margins, stop its cash from going down, and make better use of its capital. Both stores are having trouble keeping their numbers stable amidst rapid growth, but smart money management is still very important.
One big problem with the numbers is that they don't take into account how Amazon and Walmart's business models, markets they serve, and tactics are different. To fully compare the success of the big companies in different industries, you need to do advanced research that takes into account non-financial running measures and macroeconomic factors. Still, trends in financial ratios can help Amazon make smart decisions about what changes will help it create long-term value in the future.

[bookmark: _heading=h.3o7alnk][bookmark: _Toc164873621]2.4 Recommendations for improving financial management
[bookmark: _heading=h.23ckvvd][bookmark: _Toc164873622]2.4.1 Numeric Ratio Comparison:
· Increase working and net profit margins by reducing costs more closely. Walmart can make better use of their size benefits.
· Keep an eye on the trend of rising debt levels and think of ways to gradually rely less on debt financing over time, such as issuing more stock or paying off debt faster. This will make the best use of their cash.
· Working capital optimization programs that use lean methods, planning tools, and digital change across supply chain operations can help increase asset efficiency and inventory turnover even more.
· Look for ways to shorten the time it takes to collect on accounts receivable, such as by making seller credit programs stricter and digitizing payments.

[bookmark: _heading=h.ihv636][bookmark: _Toc164873623]2.42 Qualitative Factors:
· To keep up with how retail is changing, speed up the move to digital services and trade. Smart investments should be made in areas like data, supply chain technology, and e-commerce.
· Renew the focus on being price competitive by keeping your costs low and improving the customer experience with omnichannel offers.
· Look into ways to grow that aren't organic, like making selected deals in areas that work well together, to increase the number of customers you can serve.
· Improve the ability to keep good employees by offering competitive pay and promoting a culture of equality and work-life balance. This is especially important when there aren't enough workers.

Putting these suggestions into action and keeping an eye on their finances on a daily basis will help Walmart make more money, use their capital more efficiently, and keep growing in an industry that is becoming more and more digital.
[bookmark: _heading=h.32hioqz]
[bookmark: _heading=h.1hmsyys][bookmark: _Toc164873624]3.1 Project Evaluation 
[bookmark: _heading=h.41mghml][bookmark: _Toc164873625]3.1.1 Payback Period calculation and interpretation
[image: ]
PBP                                       2.5               1 

Figure 9: Calculation of Payback Period
(Source: Excel)
Payback period is the amount of time needed to get back the money that was put into a project in the beginning. It shows how much money a project will make or how liquid it is.
Payback time is important because it helps figure out how quickly the money that comes in from a project will cover the money that was spent on it in the beginning. B shorter payback time is better because it means the money will be returned faster and there is less danger in the investment.
[bookmark: _heading=h.2grqrue][bookmark: _Toc164873626]3.1.2 Accounting Rate of Return calculation and interpretation
[image: ]
	ARR                          0.2529 -   25.29%
	        0.7575 -  75.75%           



Figure 10: Calculation of Accounting Rate of Return (ARR)
(Source: Excel)
Accounting Rate of Return (ARR) shows how profitable a business is compared to the amount of money that was put into it. To find it, split the project's net income by the average amount of money that was put into it.
The accounting rate of return (ARR) calculation table demonstrates that  investment project B achieves a much higher ARR of 76%  than A project ARR of 25%. The ARR measures a project's profitability in proportion to the capital spent. It is an indicator of investment efficiency. Project B ARR of 76% indicates that for every $1 spent, the project is predicted to return $0.75 yearly. This is far better than project A 25% ARR. A greater ARR indicates a more efficient use of capital to create profits. According to the ARR study, project B investment looks to be very lucrative compared to the capital needed, outperforming project A alternative, implying that it will contribute more to long-term value creation.

[bookmark: _heading=h.vx1227][bookmark: _Toc164873627]3.1.3 Net Present Value calculation and interpretation
[image: ]
NPV                              571.12           1995.67
Figure 11: Calculation of Net Present Value (NPV)
(Source: Excel)
Net present value (NPV) is a way to figure out if an investment is a good idea by reducing all of its future cash flows to the present. It thinks about how much money is worth over time.
The net present value (NPV) calculation table reveals that Project B projected investment project has a much greater NPV of £1995.67 than Project B NPV of just £571.12. NPV considers the time value of money by discounting all future cash flows to get their present value, allowing for comparison of investment possibilities. A positive NPV implies that a project's predicted benefits surpass its expenses in present value terms. The substantially greater NPV for project B indicates that it will create much better long-term returns above the cost of capital than project A choice. As a result, based on the NPV analysis, which assesses a project's whole lifecycle benefits, project B initiative looks to have considerably larger long-term shareholder value creation potential and is the better risk-return option than project A proposal.

[bookmark: _heading=h.3fwokq0][bookmark: _Toc164873628]3.1.4 Project recommendation based on all three calculations
[bookmark: _heading=h.1v1yuxt]Walmart should proceed with project B  investments since all three indicators indicate that this project B has a strong possibility of producing money and is a good use of the company's funds. The payback period is short, the yearly return rate is high , and the net present value is large . The initiative will generate a lot more money than it costs.

According to these financial evaluations, Walmart's investment on project B seems to be the greatest method to swiftly recoup expenditures, generate a lot of money, and optimize long-term corporate value given limited resources.
[bookmark: _Toc164873629]3.2 Sensitivity analysis 
A sensitivity analysis checks how changes in factors that go into the project affect important results like NPV. This helps figure out how risky an investment is because beliefs can change.

Let's say that initial investments of both projects increases 10% and cash inflow fall 10%. We'll look at how both projects' NPV changed:
[bookmark: _heading=h.4f1mdlm][bookmark: _Toc164873630]Sensitivity Analysis Table:
                                                                  A                                        B
	Investment 10% increase
	-5500
	-1100

	Year 1           10% FALLS
	2250
	1350

	Year 2           10% FALLS
	1800
	900

	Year 3           10% FALLS
	900
	900

	Year 4           10% FALLS
	-397.8
	-423

	NPV
	               -999.49
	1596.11



Amazone should go with Project B. Project B’s NPV is still very high at £1596.11, even though its sales have dropped by 10%. Project A’s NPV, on the other hand, drops to £-999.49.

[bookmark: _heading=h.2u6wntf][bookmark: _Toc164873631]3.3 Critical discussion of PBP, ARR, and NPV techniques
[bookmark: _heading=h.19c6y18][bookmark: _Toc164873632]3.3.1 Advantages of each technique
Payback Period (PBP)
· The PBP is a simple and clear way for investors to figure out how long it will take for the original investment cost to return.
· In particular, the return time is shortened for accomplishments that need to cost a lot of money or be paid for a long time.
· PBP helps figure out how risky the project is, and shorter payback times, which mean less risk, make it easier to figure out.

Accounting Rate of Return (ARR)
· The ARR is a key sign of a project's success because it shows how the project's yearly gains are related to the money that was put into it at the start.
· It is easy to figure out and could be useful to include in other methods of capital planning.
· ARR is the first step in figuring out the exact percentage of return on an investment by comparing all of the possible investments.

Net Present Value (NPV)
· People use NPV to figure out the present value of cash flow by discounting future cash flow by a certain amount.
· It gives a clear, unbiased picture of how much money a project will make over its full life.
· Most of the time, NPV is best because it shows how long these projects would be useless.

[bookmark: _heading=h.3tbugp1][bookmark: _Toc164873633]3.3.2 Shortcomings of each technique
Payback Period (PBP)
· PBP doesn't think about compound interest, so they don't look at the difference between the time value cash flow they get at the beginning of a project and at the end (Eferakeya et al., 2022).
· It's not the best way to show that the project might not always be profitable, since it only talks about the return on the original investment and not the value created as a whole.
· PBP doesn't make a difference between projects with the same payback times but different risk assessments and cash flow trends.

Accounting Rate of Return (ARR)
· ARR doesn't take into account how much money changes over time, which could lead to wrong conclusions about whether a project will make money.
· The earnings that were used are account earnings, but they could be changed by different accounting rules and methods, which would give a false picture of how well the project was doing financially.
· ARR that doesn't look at the scope or the length of time doesn't give us the important information we need to make a choice.

Net Present Value (NPV)
· On the other hand, the accuracy of NPV depends directly on how well the cash flow predictions are made and how well the discount rate is used.
· Need more time to do NPV because the financial modeling and forecasting will be more complicated.
· How much the net present value is doesn't really tell you much about whether the project will send or receive value.

[bookmark: _heading=h.28h4qwu][bookmark: _Toc164873634]3.4 Discussion of non-financial factors to consider
Even though the financial research is helpful, it's also important to look at non-financial factors to get a full picture of these business possibilities. For instance, it's important to think about how customer desire for each store's goods and services might change in the next few years. It is also important to carefully look at macroeconomic and business trends, technology changes, and competition forces. Changes to rules about taxes, data privacy, environmental standards, and other things could have an effect on profits. It's important to think about how resilient the supply chain is to outside shocks like pandemics. Each company's plan and its ability to come up with new ideas, move into new areas, and carry out its operations even when things are unclear will be key to its success. Long-term results will also be affected by the skills, attitude, and level of involvement of the workforce. A full detailed analysis of these non-financial factors would go along with the numbers and give a more complete picture of the risks and benefits, which is needed to really choose the best investment as market conditions change.
[bookmark: _heading=h.nmf14n]
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