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[bookmark: _Toc219049996]Executive Summary
Financial performance analysis has always been a core part of evaluating the effectiveness of a company in terms of use of assets and maintaining the core activities. This report has incorporated both ratio analysis as well as investment appraisal methods to deliver a comprehensive understanding of how both can be applied to real-world cases. For instance, in the first part of the report, the financial performance of AstraZeneca PLC has been evaluated using various ratios such as profitability ratios, liquidity ratios, efficiency ratios and others where the lacking has been identified and the recommendations have been curated in line with the problems identified. In the second part, investment appraisal methods including net present value and internal rate of return have been applied to the three options provided in the brief for Westward PLC and the most effective and value-maximizing option has been recommended to the managers of the company.
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[bookmark: _Toc219049997]Introduction
Financial decision-making is a core part of operating a successful business and this is why understanding and implementing comprehensive analytical frameworks including both quantitative and qualitative models are important to identify and invest in the most profitable and lucrative projects available (Andjelic and Vesic, 2017). This report will present a dual-focused examination. In the first part of the examination, the report will delve into the financial analysis of AstraZeneca PLC, ranging two years from 2023 to 204. In the second part of the examination, the report will delve into the two most important investment appraisal tools, which are the net present value method and the internal rate of return method. For the first part of financial ratio analysis, five critical dimensions will be evaluated, which are profitability, liquidity, efficiency, gearing and investor ratios. In the second part, for Westward PLC, both net present value and internal rate of return methods will be employed to come to a concrete decision for the managers to follow. Now, the pharmaceutical sector runs through an extensively complex macroeconomic context where patent expiry pressures, regulatory scrutiny, innovation cycles, etc., directly impact all of the operating companies in the sector. In this regard, AstraZeneca PLC is one of the leading companies with massive R&D expenses being incurred every single year in the effort of innovating and finding drugs for untreated diseases. The case of AstraZeneca PLC helps to understand how pharmaceutical MNCs navigate the challenging windows of operating in the pharmaceutical industry and still deliver value to their shareholders effectively. Moreover, in the second part of the report, fundamental questions regarding the use of net present value over internal rate of return, the continued popularity of non-discounting methods despite their inaccuracy and capital rationing will be elaborated in the report while acknowledging the limitations of both ratio analysis and financing sources which can be used by Westward PLC to fund its investment projects to make profits. Overall, this report will incorporate broader strategic, operational and stakeholder considerations into final investment decisions so that both quantitative and qualitative aspects are considered in deciding upon a project. 


[bookmark: _Toc219049998]Part One: Financial Performance Analysis of AstraZeneca PLC
[bookmark: _Toc219049999]Strategic Context and Financial Position of AstraZeneca PLC
As per the 2024 annual report of AstraZeneca PLC, the company has posted a total revenue of 54,073 million USD in the fiscal year, which is an increase of 18% based on actual exchange rates and an increase of 21% at constant exchange rates when compared to the base year of 2023. The company particularly focuses on oncology, cardiovascular-renal-metabolism and rare disease therapeutic areas, which are also the driving forces behind the revenue increments the company has achieved over one year period. The company has achieved 16% greater operating profit, and core EPS has grown by 13% (AstraZeneca, 2024). Moreover, the balance sheet of the company has remained quite exceptional, as well, with the company’s total assets reaching over $104,035 million by the end of 2024, which has grown from 2023’s $101,119 million. The increase has mainly materialised due to the growth management and strategic acquisitions made by the company in the same time period. At the same time, the company has faced a net debt increase of $24,570 million to fund its R&D operations as well as business development initiatives (Yahoo Finance, 2025). Overall, all five of the critical dimensions have improved in 2024 when compared to 2023.
[bookmark: _Toc219050000]Ratios & Interpretation
[bookmark: _Toc219050001]Profitability Ratio Analysis
Profitability ratio is an effective manner of measuring the capacity of a company’s management to generate returns based on available resources and create value for the owners or shareholders of the company (Rutkowska-Ziarko, 2020). Now, AstraZeneca PLC’s profitability metrics for the years 2024 and 2023 are provided below.
Gross Profit Margin
Formula = (Gross Profit / Total Revenue) * 100
2024:
Gross Profit: $43,866 million
Total Revenue: $54,073 million
Gross Profit Margin: (43,866 / 54,073) * 100 = 81.1%
2023:
Gross Profit: $37,543 million
Total Revenue: $45,811 million
Gross Profit Margin: (37,543 / 45,811) * 100 = 81.9%
Interpretation: The massive gross profit of over 80% has been maintained by the company in both 2024 and 2023, although the margin has declined by 80 basis points in 2024, which has been caused by a mixed range of reasons, including rising share-of-profit arrangements with collaboration partners as well as adverse geographic mix occurring. 
Operating Profit Margin
Formula = (Operating Profit / Total Revenue) * 100
2024:
Operating Profit: $10,003 million
Total Revenue: $54,073 million
Operating Profit Margin: (43,866 / 54,073) * 100 = 18.5%
2023:
Operating Profit: $8,193 million
Total Revenue: $45,811 million
Operating Profit Margin: (10,003 / 8,193) * 100 = 17.9%
Interpretation: It has increased in 2024 to 18.5% from 17.9% in 2023. It is because the company has been able to maintain its underlying profitability stability in 2024 as well as in 2023. Now, due to the impairment charges as well as discontinued vemircopan development and its cessation of promotional activities, have not been recorded in 2024, increasing the operating profit margin of the company.

Figure: Profitability Ratios of AstraZeneca PLC for 2023 and 2024 (Source: Myself)
[bookmark: _Toc219050002]Liquidity Ratio Analysis
Liquidity ratios help to assess the capacity of a company to meet short-term obligations by managing the working capital of the company effectively, which mainly includes inventory, receivables and payables for a particular period of time (Noviyana et al., 2023). Now, the liquidity ratio analysis of AstraZeneca PLC for 2024 and 2023 is provided below.
Current Ratio
Formula = (Current Asset / Current Debt)
2024:
Current Asset: $25,827 million
Current Debt: $27,866 million
Current Ratio: (25,827 / 27,866) = 0.93:1
2023:
Current Asset: $25,054 million
Current Debt: $30,542 million
Current Ratio: (25,054 / 30,542) = 0.82:1
Interpretation: The current ratio for AstraZeneca PLC has improved sharply from 0.82:1 in 2023 to 0.93:1 in 2024. This showcases that the company’s short-term positioning has improved, but it is still far from perfect. Now, the difference has mainly come due to the reduction in current debts alongside increased current assets during the same time period.
Quick Ratio
Formula = (Quick Asset / Current Debt)
2024:
Quick Asset: $(25,827 – 5,288) million
Current Debt: $27,866 million
Quick Ratio: [(25,827 – 5,288) / 27,866] = 0.74:1
2023:
Quick Asset: $(25,054 – 5,424) million
Current Debt: $30,542 million
Quick Ratio: [(25,054 – 5,424) / 30,542] = 0.64:1
Interpretation: Just like the current ratio, the quick ratio of the company has improved, as well, mainly due to the decreasing current debt and inventories, with current assets still increasing, showcasing investments made in the more liquid assets of the company.

Figure: Liquidity Ratios of AstraZeneca PLC for 2023 and 2024 (Source: Myself)
[bookmark: _Toc219050003]Efficiency Ratio Analysis
The efficiency ratio is the evaluation of how effectively management of a company utilizes assets to generate revenues and manage the working capital cycles, at the same time (Gascón et al., 2017). Now, the efficiency ratio analysis of AstraZeneca PLC for 2024 and 2023 is provided below.
Asset Turnover Ratio
Formula = (Total Revenue / Total Assets)
2024:
[bookmark: _Hlk218051264]Total Revenue = $54,073 million
Total Asset: $102,577 million
Asset Turnover Ratio: (54,073 / 102,577) = 0.53 times
2023:
Total Revenue = $45,811 million
Total Asset: $98,801 million
Asset Turnover Ratio: (45,811 / 98,801) = 0.46 times
Interpretation: The asset turnover ratio has drastically improved in 2023 compared to 2024. As it showcases the capacity to generate a certain amount of revenue against each dollar of asset held, the greater it becomes, the better the revenue generation capacity of a company is considered to be. So, a ratio of 0.53:1 in 2024 compared to 0.46:1 in 2023 is a significant step up for the company.
Working Capital Turnover Ratio
Formula = (Total Revenue / Working Capital)
2024:
Total Revenue = $54,073 million
Working Capital: ($25,827 – $27,866) = ($2,039) million
Working Capital Turnover Ratio: (54,073 / -2,039) = Negative
2023:
Total Revenue = $45,811 million
Working Capital: ($25,054 – $30,542) = ($5,488) million
Working Capital Turnover Ratio: (45,811 / -5,488) = Negative
Interpretation: The negative working capital turnover ratio has only sustained because of the extensive capacity held by the company in terms of its operating cash flow generation and its ability to access the committed credit facilities whenever it requires them. The negative result is not essentially bad for the company, as it means that the company is relying on its suppliers and deferred payments to finance its own operations.

Figure: Efficiency Ratios of AstraZeneca PLC for 2023 and 2024 (Source: Myself)
[bookmark: _Toc219050004]Gearing Ratio Analysis
Gearing ratios are the ones which help to measure the financial leverage taken by a company and the capital structure a company uses to run its operations effectively. They are important to measure because they help to create balance between making additional expenses in certain areas, such as R&D and maximising the benefits for the shareholders (Bendjazia, 2023). Now, the gearing ratio analysis of AstraZeneca PLC for 2024 and 2023 is provided below.
Debt-to-Equity Ratio
Formula = (Total Debt / Total Equity)
2024:
Total Debt: $30,295 million
Total Equity: $40,871 million
Debt-to-Equity Ratio: (30,295 / 40,871) * 100 = 74%
2023:
Total Debt: $28.622 million
Total Equity: $39,166 million
Debt-to-Equity Ratio: (28,622 / 39,166) * 100 = 73%
Interpretation: The debt-to-equity ratio has marginally improved from 2023 to 2024, which reflects the strategic debt financing undertaken by the company to fund its growth investments. While doing so, the company also maintains its financial leverage taken quite prudently to keep it below the 1 mark. In 2024 alone, the company issued 6.5 billion USD of new bonds while repaying 4.7 billion USD in maturing debts.
Interest Coverage Ratio
Formula = (Operating Profit / Interest Expense)
2024:
Operating Profit: $10,003 million
Interest Expense: $1,391 million
Interest Coverage Ratio: 10,003 / 1,391 = 7.2x
2023:
Operating Profit: $8,193 million
Interest Expense: $1,132 million
Interest Coverage Ratio: 8,193 / 1,132 = 7.2x
Interpretation: The interest coverage ratio has remained stable at 7.2x, which showcases the extent of the company’s capacity to service its debt obligations effectively. The high ratio showcases the greater capacity of the company to pay off the interest payments efficiently and not be strained by the pressure arising from it.

Figure: Gearing Ratios of AstraZeneca PLC for 2023 and 2024 (Source: Myself)
[bookmark: _Toc219050005]Investor Ratio Analysis
Investor ratios are particularly important ones as they help to generate greater insights into the company’s market-based and per-share metrics in relation to equity shareholders, as well as potential investors, to make effective decisions (Pruchnicka-Grabias, 2022). Now, the investor ratio analysis of AstraZeneca PLC for 2024 and 2023 is provided below.
Dividend Payout Ratio
Formula = (Total Dividends / Net Profit) * 100
2024:
Total Dividends: $4,629 million
Net Profit: $7,035 million
Dividend Payout Ratio: (4,629 / 7,035) * 100 = 65.8%
2023:
Total Dividends: $4,481 million
Net Profit: $5,955 million
Dividend Payout Ratio: (4,481/ 5,955) * 100 = 75.2%
Interpretation: The dividend payout ratio has decreased in 2024 compared to 2023, showcasing the company’s strategic manoeuvre to retain more of its earnings for reinvestment in future expense requirements instead of paying them upfront to the shareholders. It is not an indication of financial weakness of the company, but rather only a strategic discourse undertaken by the company to fund its future operations or endeavours. 

Figure: Investor Ratios of AstraZeneca PLC for 2023 and 2024 (Source: Myself)
[bookmark: _Toc219050006]Analysis of Ratios Calculated
The ratios calculated and interpreted in the previous section do not tell any stories, which is the major aspect of undertaking one such initiative. Now, the analysis of ratios calculated is provided below, including limitations of using ratio analysis as well as recommendations to AstraZeneca to do better in the future.
[bookmark: _Toc219050007]Strategic Context and Reasonings behind Current Performance
AstraZeneca’s 2024 financial performance has improved mainly due to three underlying reasons. One of the three reasons is the successful commercialisation of the company’s innovative oncology medicines, which are generating substantial revenues for the company. Now, the total revenue stemming from Oncology has increased by 24%, which is also 41% of total revenues. There are other major medicines such as Tagrisso, Imfinzi, Calquence, Lynparza, etc., which are constantly driving the expansion the company is having currently (AstraZeneca, 2024). 
The second of three reasons is the operational efficiency initiatives undertaken by the company, including its PAAGR program, which has already delivered over 1.5 billion USD in annual run-rate pre-tax benefits by the end of 2024. The focus of the program has largely remained on integrating the systems, standardising its processes and optimising its manufacturing for maximum outputs (Gopal Samy and Senthilkumar, 2025). 
The last reason is the company’s geographic diversification, which has strengthened materially as revenues in the USA have grown by 22%, emerging markets have grown by another 22% as well as the European market has grown by 26%. As the geographic mix has commemorated a similar level of growth, the dependency on a particular market can be said to be quite minimal for the company (AstraZeneca, 2024). As the geographic mix is now quite balanced, the company can be expected to capture growth opportunities effectively.
[bookmark: _Toc219050008]Limitations of Using Ratio Analysis
There are quite a lot of challenges when using ratio analysis to base any decision. Firstly, ratio analysis is historical focus, meaning past performance does not reflect prospective conditions of a company. Whilst 2024 financial performance has proven to be very effective for the company, it is not yet guaranteed that the company will achieve a similar level of results in the next year, as well. This is because macroeconomic variables will not remain the same. Also, the ratio analysis does not incorporate aspects such as patent expiry, regulatory pricing interventions, etc., which hold out information (Faello, 2015).
Then, again, companies have full sway over the accounting policies they implement in recording transactions, as the International Financial Reporting Standards show leniency in making judgments by the companies themselves. For instance, revenue recognition timing and fair value measurements can significantly alter the financial reports made by a company (Thomas et al., 2019). 
More importantly, there are many pharmaceutical-specific sectoral factors which complicate the use of many traditional ratio interpretations. For instance, the results derived in one ratio may seem excessively high or low, but it may be considered as the industry norm for the company in question (Shah, 2020). 
[bookmark: _Toc219050009]Recommendations
Now, there are certain recommendations for the company to follow in order to enhance its financial performance significantly. These recommendations are as follows.
The company has posted a very high gross margin of 81.1%, which is very strong. However, the company still has many opportunities to arrest margin compression by incorporating next-generation manufacturing technologies. By incorporating a continuous manufacturing process and implementing artificial intelligence to control quality, the company can further increase its gross margins. At the same time, the company should focus on its sustainability commitments by enhancing its Scope 1 and 2 emissions.
Although the company has achieved 7% in dividend growth in 2024, it has maintained a dividend payout ratio of over 60%. If it wants to ensure pipeline investments whilst maintaining its progressive dividend policy, the company should focus on greater earnings retention and commit more to its R&D expenses. 
The company can also enhance its capital structure by incorporating more flexibility into the structure by refinancing its short-term obligations into longer-dated maturities, so that the financing risk can be reduced effectively. This will help the company to achieve greater financial flexibility so that it can pursue strategic acquisitions. Moreover, the company’s recent bond issuances are quite attractive in terms of their long-term financing costs compared to the historical standards maintained by the company.

[bookmark: _Toc219050010]Part – Two: Investment Appraisal for Westward PLC
[bookmark: _Toc219050011]Strategic Context and Available Opportunities for Westward PLC
Westward PLC is a popular manufacturer of high-quality curtains, facing major strategic decisions in terms of the company’s business expansion for a four-year planning time horizon. Currently, there are three options for the company with initial investment requirements ranging from £600,000, £1,000,000 and £1,600,000. The initial offer is applicable for the company’s retail outlet expansion, the second offer is applicable for internet sales platform development, and the last offer is applicable for product diversification into wooden and Roman blinds. Each of the offers has its own advantages and disadvantages, alongside each having distinct risk-return profiles. In this report, net present value, internal rate of return and other appraisal methods will be elaborated below.
[bookmark: _Toc219050012]Net Present Value, Internal Rate of Return and Other Appraisal Methods
[bookmark: _Toc219050013]Net Present Value
Net present value is the superior investment appraisal method, which helps measure absolute wealth change in terms of its present value. Now, the wealth change results from project acceptance for which the net present value method can be used to discount all future cash flows to present value by applying the firm’s cost of capital, from which the initial investment is to be deducted (Shou, 2022). Now, the three options are evaluated below using net present value at 6% discount rate using their respective capital allowance and tax shield.
Option – A: Retail Outlet Expansion
The initial investment required is £600,000, with a capital allowance per annum calculated to £120,000, and the tax shield arising is £30,000 per annum. Now, the after-tax cash flow is calculated for the project.
	Year
	Pre-Tax Cash Flow
	Tax (25%)
	Tax Shield
	After-Tax Cash Flow

	0
	(£600,000)
	
	
	(£600,000)

	1
	£200,000
	(£50,000)
	£30,000
	£180,000

	2
	£400,000
	(£100,000)
	£30,000
	£330,000

	3
	£500,000
	(£125,000)
	£30,000
	£405,000

	4
	£700,000
	(£175,000)
	£30,000
	£555,000


Option – B: Internet Sales Development
Initial Investment required is £1,000,000, with capital allowance per annum calculated to £200,000, and tax shield arising is £50,000 per annum. Now, the after-tax cash flow is calculated for the project.
	Year
	Pre-Tax Cash Flow
	Tax (25%)
	Tax Shield
	After-Tax Cash Flow

	0
	(£1,000,000)
	
	
	(£1,000,000)

	1
	£400,000
	(£100,000)
	£50,000
	£350,000

	2
	£450,000
	(£112,500)
	£50,000
	£387,500

	3
	£720,000
	(£180,000)
	£50,000
	£590,000

	4
	£980,000
	(£245,000)
	£50,000
	£785,000


Option – C: Wooden and Roman Blinds
Initial Investment required is £1,600,000, with capital allowance per annum calculated to £320,000, and tax shield arising is £80,000 per annum. Now, the after-tax cash flow is calculated for the project.
	Year
	Pre-Tax Cash Flow
	Tax (25%)
	Tax Shield
	After-Tax Cash Flow

	0
	(£1,600,000)
	
	
	(£1,600,000)

	1
	£450,000
	(£112,500)
	£80,000
	£417,500

	2
	£700,000
	(£175,000)
	£80,000
	£605,000

	3
	£900,000
	(£225,000)
	£80,000
	£755,000

	4
	£1,200,000
	(£300,000)
	£80,000
	£980,000


Present Value Factor Calculation
	Year
	PV Factor

	1
	0.9434

	2
	0.8900

	3
	0.8396

	4
	0.7921


Calculation of Option A’s NPV
PV Year 1: £180,000 × 0.9434 = £169,812
PV Year 2: £330,000 × 0.8900 = £293,700
PV Year 3: £405,000 × 0.8396 = £340,038
PV Year 4: £555,000 × 0.7921 = £439,616
Total PV of Inflows: £1,243,166
Less: Initial Investment: £600,000
NPV Option A: £643,166
Calculation of Option B’s NPV
PV Year 1: £350,000 × 0.9434 = £330,190
PV Year 2: £387,500 × 0.8900 = £344,875
PV Year 3: £590,000 × 0.8396 = £495,364
PV Year 4: £785,000 × 0.7921 = £621,800
Total PV of Inflows: £1,792,229
Less: Initial Investment: £1,000,000
NPV Option B: £792,229
Calculation of Option C’s NPV
PV Year 1: £417,500 × 0.9434 = £393,869
PV Year 2: £605,000 × 0.8900 = £538,450
PV Year 3: £755,000 × 0.8396 = £633,898
PV Year 4: £980,000 × 0.7921 = £776,258
Total PV of Inflows: £2,342,475
Less: Initial Investment: £1,600,000
NPV Option C: £742,475
Conclusion: The company should invest in Option B as it has the highest net present value of all the options available to it based on the acceptance criteria for projects using the net present value appraisal method.
[bookmark: _Toc219050014]Internal Rate of Return
Internal rate of return is the discount rate at which the net present value of a project equals zero, which showcases the inherent rate of return of a project, helping to understand the minimum required return based on which a project is either accepted or rejected (Magni, 2010). On one hand, it helps to communicate with people with no knowledge of such appraisal methods efficiently and on the other hand, it can make the comparison of various projects easier to undertake.
In order to calculate the internal rate of return of a project, firstly, two discount rates need to be identified at which both positive and negative net present values can be achieved, after which, through interpolation, the zero-NPV rate is calculated. Now, as Option B has been chosen as the most value-generating project for Westward PLC, the internal rate of return for the project is calculated below.
NPV at 6% discount rate has been calculated to be £792,229, which is a positive net present value. Now, for achieving the negative net present value, the discount rate is being set at 37% and calculated below.
Present Value Factor Calculation
	Year
	PV Factor

	1
	0.7299

	2
	0.5328

	3
	0.3888

	4
	0.2838


Internal Rate of Return of Option B
PV Year 1: £350,000 × 0.7299 = £255,465
PV Year 2: £387,500 × 0.5328 = £206,460
PV Year 3: £590,000 × 0.3888 = £229,392
PV Year 4: £785,000 × 0.2838 = £222,783
Total PV of Inflows: £914,100
Less: Initial Investment: £1,000,000
NPV at 37%: (£85,900)
Now, IRR is = 6% + [792,229 / {792,229 – (-85,900)}] = 34%
Interpretation: Option B generates 34% of the internal rate of return, which exceeds the cost of capital of 6% and, creating a gap of 28%. What this gap means is that there exists a significantly greater value creation opportunity for the project, even if there exist certain errors in the estimation of the cash flows.
[bookmark: _Toc219050015]Net Present Value: The Superior Investment Appraisal Method
Net present value helps to quantify the amount of wealth change that can be achieved by undertaking a project. The NPV of a project directly represents the amount of wealth a project can generate for the shareholders of a company. Now, there are various reasons as to why NPV is a superior investment appraisal method compared to other discounting and non-discounting methods. These reasons are as follows.
Direct Wealth Measurement: Net present value directly showcases the amount of value which gets added to a firm’s overall value. As Option B is expected to yield £792,229 in net present value, it is expected that the firm value will increase precisely by that amount. In this regard, the use of IRR only shows the percentage return, which is not in conformity with absolute wealth impacts (Willigers et al., 2017).
Time Value of Money Recognition: Net present value recognises that money in today’s date is more valuable than money in a later date. This is because identical amounts of money tend to lose value in the future due to inflation. This is why net present value uses discounting in order to calculate the present value of all cash flows available to a firm, which showcases the inherent project risk and financing costs (Shou, 2022).
Comprehensive Cash Flow Consideration: Unlike non-discounting methods such as payback period, net present value utilises all of the cash flows available to a project over a specific period of time, for which the results derived tend to be accurate in real-life, as well (Willigers et al., 2017).
[bookmark: _Toc219050016]Non-Discounting Methods
There are many reasons as to why non-discounting methods, such as payback period, accounting rate of return, etc., are still popular despite discounting methods such as net present value, internal rate of return and others yielding more accurate results to base a decision. These reasons are as follows.
1. Non-discounting methods are simpler to use as they tend to answer complex questions in a simple figure. For instance, accounting rate of return provides an immediate understanding of a project’s profitability, whereas payback period helps to calculate the time required to recoup the initial investment (Chadha and Sharma, 2019).
2. Discounting methods such as net present value and internal rate of return do not showcase any risk proxies arising due to liquidity. For firms that are cash-constrained, shorter payback periods help to make decisions more decisively as the availability of funds remains limited (BULAMA and MUSA, 2023).
3. As non-discounting methods are easier to use and implement, they tend to work as great initial screeners to commit resources to use more complicated appraisal methods. This tiered approach helps to create balance between analytical rigour and practical resource constraints (Olakunle and Ogundeyi, 2011).
[bookmark: _Toc219050017]Factors Affecting Investment Decisions
Quantitative models provide necessary decision input from one perspective only, but an investment decision cannot be based on quantitative aspects only, as there are also qualitative aspects involved, as well (Jaiyeoba and Haron, 2016). Now, the major factors affecting investment decisions are outlined below.
1. Strategic Fit and Alignment: Projects offering profitability as a viability criterion are not sufficient on their own to make a decision. Rather, it is important that the project is also strategically fit and aligned with the objectives of a company. For instance, a company that operates in the pharmaceutical sector undertaking a project in foreign exchange does not make any sense (Jaiyeoba and Haron, 2016).
2. Implementation Feasibility and Capabilities: To execute projects successfully, a business must also have operational capabilities, management expertise and organisational prudence, as well. If a business is well-aware of its strengths and weaknesses, it can also prevent too much optimism or pessimism from being mixed in the analysis (Abdul Kareem et al., 2023).
3. Stakeholder Impacts and Social License: Making an investment decision not only affects the business itself but also other stakeholders such as employees, customers, suppliers, communities, etc. (Jaiyeoba et al., 2018). For instance, undertaking Option A as the strategic investment can increase employability as well as high-street presence for the company. Option B can disrupt existing distributor relationships and reduce reliance on the physical presence of the company. Option C can further diversify its products and reduce the overall risk of existing products for the business. This is why the company needs to move beyond just quantitative aspects and incorporate qualitative factors, as well. 
[bookmark: _Toc219050018]Capital Rationing
It is an important process for companies with budget constraints, as it helps to prevent the acceptance of all positive-NPV projects and rather helps to invest in projects which align directly with optimal capital allocation (Beraldi et al., 2012). As funds available to Westward PLC are limited to £2,500,000, it must make choices amongst the available options to make the most out of its available funds. In order to make capital rationing of the available £2,500,000 fund, using the profitability index is a great way to optimally curate the investment policy for the company. Now, the profitability index of the company’s three options is calculated below.
Formula of Profitability Index = Net Present Value / Initial Investment
· Option A: £643,166 / £600,000 = 1.072
· Option B: £792,229 / £1,000,000 = 0.792
· Option C: £742,475 / £1,600,000 = 0.464
Based on the above calculations, the company can adopt the following investment policy.
Step – 01: Invest fully in Option A as it has the greatest profitability index and can be covered using the available funds.
Step – 02: Invest fully in Option B as it has the second greatest profitability index and can still be covered using the available funds.
Step – 03: Invest partially in Option C as the company will have only £900,000 funds available to the company. For this reason, the company should invest 56.25% into the third option and leverage the most out of the available funds.
Total NPV = £643,166 + £792,229 + £417,642 [0.5625 * 742,475] = £1,853,037
[bookmark: _Toc219050019]Financing Sources
Utilising available financing sources is a crucial step towards making an investment policy because making the right choice in choosing the most adequate financing source is also crucial for a company. Now, there are various types of financing sources available for Westward PLC to fund its investment projects. They include equity financing and debt financing through which it can issue new ordinary shares, leverage its available retained earnings or take a bank loan. All of these financing sources have their advantages and disadvantages, which are all laid out below.
Advantages of Using Ordinary Share Issuance
· There is no fixed obligation to repay the capital financed with no interest payments attached, unlike loans (Nashtaei et al., 2017).
· There is no requirement to put up collateral for issuing equity.
Disadvantages of Using Ordinary Share Issuance
· Ownership dilution is one of the major problems that issuing new shares has.
· Equity financing typically bears more costs to finance any projects or initiatives than debt financing does (Nashtaei et al., 2017).
Advantages of Using Retained Earnings
· There is no issuance cost involved with retained earnings, which can be used without running into the risk of diluting ownership (Royer, 2017).
· It is immediately available to a business without having to wait for clearance or approval from any parties.
Disadvantages of Using Retained Earnings
· There exists an opportunity cost for shareholders as they can invest the retained earnings in other projects if received through dividends.
· Using retained earnings can reduce financial flexibility to fulfil future unexpected needs (Royer, 2017).
Advantages of Using a Bank Loan
· Interest payments have the feature of tax deductibility, which reduces the effective cost to borrow and the overall financing.
· There is no ownership dilution involved, which preserves both control and earnings of the owners of a company (Nashtaei et al., 2017).
Disadvantages of Using Bank Loan
· There exist fixed repayment obligations for companies, and if not repaid, the company can run into bankruptcy (Nashtaei et al., 2017).
· Collateral is a major part of why bank loans remain inaccessible to many businesses.
[bookmark: _Toc219050020]Recommendations
Based on the above description of the advantages and disadvantages of all the available sources, Westward PLC should opt for a mixed financing strategy by incorporating both equity financing and debt financing so that financing costs can be better optimised.

[bookmark: _Toc219050021]Conclusion
In this comprehensive financial analysis of AstraZeneca PLC and Westward PLC, both ratio analysis and investment appraisal analysis have been provided. In doing so, the importance of rigorous and analytical frameworks has been upheld effectively. Through the dual-examination of AstraZeneca PLC’s 2024 financial results and Westward PLC’s investment opportunities, fundamental financial management principles have been unveiled whilst highlighting their practical use cases in terms of both quantitative and qualitative assessments of companies. Now, from the ratio analysis of AstraZeneca PLC, it has been established that the company has made substantial progress in terms of profitability, efficiency, and gearing metrics. Gross profit margin has increased with the company’s operating cash flow exceeding almost 12 billion USD. Moreover, Debt-to-Equity has remained conservative at 0.60x. Moreover, the company has delivered record distributions to its shareholders with 7% dividend increases while increasing its R&D expenses by 24% from 2023 to 2024. Again, the company is enroute to achieve its Ambition 2030 objectives, too. Yet, the critical analysis undertaken of the ratio analysis has revealed that ratio analysis has its limitations, and all the results derived must be interpreted with caution for optimum results in the future. Now, as for Westward PLC, the investment appraisal showcases that Option B has the most optimum value ongoing for itself with a net present value of £792,229. Again, the IRR has been calculated to reach 34%, creating a marginable spread between the cost of capital and itself, making the project very viable and lucrative for the company to undertake. From the integrated analysis undertaken, three insights can be found. Firstly, financial metrics are able to only guide a decision-maker, but cannot establish any solid grounds. For solid decision-making, the decision-maker must move with caution and be aware of other qualitative factors, such as the regulatory environment and its impact on the company, long-term sustainability imperatives of the company, etc., so that the decision made is effective. In this report, financial analysis has been underpinned using the necessary theoretical foundation alongside effective quantitative models.
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Financial Statement of AstraZeneca PLC


2023	
Current Ratio	Quick Ratio	0.82	0.64	2024	
Current Ratio	Quick Ratio	0.93	0.74	



2023	
Efficiency Ratio	0.46	2024	
Efficiency Ratio	0.53	



2023	
Debt-to-Equity Ratio	Interest Coverage Ratio	0.73	7.2	2024	
Debt-to-Equity Ratio	Interest Coverage Ratio	0.74	7.2	



2023	
Dividend Payout Ratio	0.752	2024	
Dividend Payout Ratio	0.65800000000000003	



2023	
Gross Profit Margin	Operating Profit Margin	0.81899999999999995	0.17899999999999999	2024	
Gross Profit Margin	Operating Profit Margin	0.81100000000000005	0.185	
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