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1. Introduction
B&M European Value Retail S.A. (B&M) is part of the UK discount retail industry, selling products such as groceries, homeware, and toys. B&M’s business has grown quickly over the last few years both within the UK and outside of the UK, with products that include groceries, home goods, and toys. This analysis considers B&M financial performance through ratio analysis, using the FS for the years ending March 2023 and March 2024, to show how their financial position has changed, and factors that might account for differences in performance. Based on this, we will offer strategic recommendations for sustainable growth and improving the company's financial position











2. Financial Overview
FY2023 and FY2024 financial statements indicate strong growth for B&M. FY2023 revenue was £4,983.0 million and FY2024 revenue was £5,484.0 million, an overall increase of 10.06%. FY2023 Operating profit was £536.0 million, which increased to £608.0 million in FY2024, indicating that profitability is trending in the right direction. Pre-tax profits increased from £436.0 million to £498.0 million. Retained profit again reflected growth, moving from £348.0 million in FY2023 to £367.0 million in FY2024. (B&M European Value Retail S.A., 2024).
3. Ratio Analysis 
Ratio analysis is an important measure of financial performance. By measuring profitability, liquidity, efficiency, and leverage ratios the financial health of the organisation can be evaluated. The following ratio analysis will evaluate two years of B&M.
· Profitability Ratios: These ratios simply measure the firm's ability to generate profit relative to its sales revenues, assets, and equity.
· Gross Profit Margin: Gross profit margin is the percentage of revenue that exceeds its cost of goods sold (COGS) indicating how well the company is converting sales into profits by producing its products efficiently or how well it is controlling procurement costs. The formula for gross profit margin calculation is shown below:
Gross Profit Margin= (Operating Profit Revenue) ×100
Gross Profit Margin= (Revenue Operating Profit​) ×100
Using the ratio for fiscal year 2023:
Gross Profit Margin= (536.04,983.0) × 100= 10.76%
Gross Profit Margin= (4,983.0536.0​) × 100= 10.76%
Using the ratio for fiscal year 2024:
Gross Profit Margin= (608.05,484.0) × 100= 11.09%
Gross Profit Margin= (5,484.0608.0​) × 100= 11.09%
The increase in the gross profit margin from 10.76% in fiscal year 2023 to 11.09% in fiscal year 2024 indicates B&M was able to manage its production costs efficiently or to negotiate materials at better prices and increased overall operating efficiencies. This confirms the argument stated in Drury, 2013, that managing production costs is an important lever to increase gross profitability.
4. Net Profit Margin
The net profit margin measures the percentage of revenue remaining after all expenses have been deducted. It shows how effectively the company can manage in controlling its expenses with respect to its revenue. The formula for net profit margin is:
Net Profit Margin = (Retained Profit / Revenue) × 100
For FY2023:
Net Profit Margin = (348.0 / 4,983.0) × 100 = 6.99%
For FY2024:
Net Profit Margin = (367.0 / 5,484.0) × 100 = 6.69%
The slight decline in net profit margin from 6.99% to 6.69% indicates that, while B&M experienced a growth in revenue and operating profit, the company could incur higher operating expenses or costs, possibly due to expanding stores or inflationary pressures. This trend is consistent with findings by Wood (2015), who indicates that higher revenues can do very little to offset higher operational costs and consequently hurt net profitability.
· Liquidity Ratios: Liquidity ratios assess the company’s ability to pay current obligations in the near-term. Although exact data for current assets and current liabilities is needed for exact calculations, some general conclusions can be made about liquidity.
· Current Ratio: The current ratio assesses a company’s ability to pay short-term liabilities with short-term assets. A current ratio of over 1 indicates a company can meet its obligations. A higher current ratio indicates better liquidity.
· Quick Ratio: The quick ratio measures the ability to pay off short-term liabilities with no reliance on inventory. A quick ratio greater than one is ideal for the company’s financial stability. 
· Efficiency Ratios: Efficiency ratios analyse how well a company utilises its assets to generate revenue.
· Inventory Turnover: This ratio is a measure of how efficiently a company is managing inventory in its operations. A higher inventory turnover ratio shows a company that is selling inventory successfully and very quick, which is important for managing cash flow and reducing holding costs in inventory.
Inventory Turnover = Cost of Goods Sold Average Inventory
Inventory Turnover=Average Inventory
· Asset Turnover Ratio: The asset turnover ratio measures how effective a company is at using its assets to generate sales. A higher turnover ratio indicates better utilisation of company assets.
Asset Turnover Ratio = Revenue Total Assets
Asset Turnover Ratio = Total Assets Revenue
Having a higher asset turnover ratio tells us that B&M is using its asset base effectively to generate revenue. The increase in revenue and profit from FY2023 to FY2024 suggests B&M has used its assets efficiently and effectively in its operations, as Dyson (2010) indicated efficiency of assets are important to profitability.
· Leverage Ratios: Leverage ratios assess the degree to which a company is using debt to finance the activities of the company.
· Debt-to-Equity Ratio: The Debt-to-Equity ratio measures the share of capital in financing the operation of company activities. A higher ratio indicates greater leverage and risk, while a lower ratio indicates an approach to using debt that is less aggressive. In the absence of specific debt information, care should be taken to closely monitor this ratio to ensure that the company does not become over-leveraged.
5. Performance Analysis 
B&M's performance from FY2023 to FY2024 shows very strong growth over this period, especially with its revenue and operating profit. The increase of 10.06% indicates that B&M is well-positioned to meet expanding consumer demand. Furthermore, the increase in gross profit margin indicates that B&M improved their procurement process or lowered their production costs. However, the slight decrease in net profit margin raises concerns about increasing operating costs, which may be attributable to expansion or inflationary pressures. Choi and Wang (2009) state that companies often experience margin compression during fast-paced times of expansion, as companies incur greater marketing, logistics and infrastructure costs.
6. Performance Influencing Factors
There are three influencing factors that had an impact on B&M’s performance during FY2023 and FY2024. 
· Market Expansion - B&M has expanded its store count both in the UK, and Europe. This led to incremental revenue growth; the fact that additional stores were opened in new markets likely increased net profit margin pressures due to the costs associated with opening new stores, marketing and establishing supply chains (Kothari, 2001). 
· Cost Pressures - Increased operational costs from inflation, supplier costs, and vendor logistics created and applied cost pressures on B&M's profitability. Drury (2013) suggested that managing costs is vital for continued profitability when a company is growing. 
· Supply Chain Efficiency: The effective management of its supply chain has been a major contributor to B&M’s gross profit margin improvement. The likely introduction of more effective procurement practices that enable the company to ensure greater consistency with pricing while still being able to manage production costs (Wood, 2015).

7. Recommendations for Financial Improvement 
· Cost Control and Efficiency: B&M must look to improve on cost management with continuing improvement on controlling aspects such logistics and administrative expenditure. Better cost control will provide the ability to continue with profitability whilst continuing to expand (Lucey, 2009).
· Improved Inventory Management: B&M would also benefit from investing in improved technologies to control its inventories and to enhance more rapid rates of inventory turnover, thereby reducing holding costs whilst improving liquidity, which is a major factor for asset financing as it continues to grow. 
· Strategic Expansions: B&M need to initiate a more strategic expansion plan. Not only just geographically expansion, but also potentially partnership opportunities, franchising or competing for growth through online. All these ideas will continue to expand market share without incurring heavy relative growth costs (Choi & Wang, 2009).
· Sustainability Initiatives: To improve long-term sustainability, B&M could amend or begin initiatives to integrate on balance sustainability pop up by first sourcing products sustainably, and second be able to continue operational strategies towards ultimate efficiency. According to Walls et al. (2012), a solid corporate governance plan can help deliver some structure that aligns and sets a foundation for operational engagement towards environmental sustainability, can end up being meaningful to corporate and ultimately to help produce overall corporate governance relations and long-term supply chain performance.

8. Conclusion
The case study's statistics and ratio analysis of B&M European Value Retail S.A. demonstrate the company's financial stability over a period of at least two fiscal years. B&M has consistently shown strong improvement through revenue and gross profit margin growth rates even though reverses and declining rates through net profit margins indicates challenges across operations and managing its cost base. Strategic recommendations that focus on improved cost parameters, inventory control and long-term sustainable initiatives will help B&M continue with its profitability and long-term financial sustainability. Overall, the ratio analysis has played a key role to better understanding on balance financially where B&M could improve and would be responsible for identifying its strengths and criteria for combined improvement of operational areas.
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