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[bookmark: _Toc214658550]Introduction  
Monetary management has come out to be a critical component of strategic decision making in the modern corporate environments, and therefore, a strong analytical consensus is required to meet the mounting competitive pressure and regulatory rigidity across the globe as well as the accelerating market uncertainty. In this framework, the ability to interpret financial data and use sophisticated methods of assessment is the key to the assessment of the organisational performance and the long-term investment decisions (Florian, 2021). Effective financial analysis not only increases the quality of managerial judgement but also strengthens corporate governance systems in that the stakeholders obtain clear, dependable, and comparable performance indicators (Frias et al., 2023). The report has been placed in that bigger financial management context and covers two complementary analytical tasks indicating managerial obligations in the real world.  
The former can be considered as the thorough consideration of the financial performance of one of the FTSE 100 financial institutions the biggest Barclays PLC, the size of which, its risk exposure and diversified services can provide an ample base of ratios analysis. In this endeavour, by analysing two years of financial statements, key profitability, liquidity, efficiency, and gearing and investor ratios are used to assess the operational and financial direction that the firm is undertaking. The phenomenon of ratio analysis is one of the most common diagnostic tools in the area of financial management because it allows converting complex accounting information into significant indicators, but has its own shortcomings, such as the presence of different accounting policies, economic fluctuations, and backward-looking quality of reported data (Bhimani, 2022). These deliberations shape a critical evaluation which leads to suggestions towards improvement of a financial management at Barclays.  
The second activity takes the form of discussing the long term capital investment decision making based on the case of Westward Plc with the application of net present value (NPV), internal rate of return (IRR) and profitability index (PI), to three possible investment options. Techniques of investment appraisal are a key to deciding on whether a project will yield good returns and also, whether it can fit the corporate risk appetite and the financial ability (Rao et al., 2023). The report, by combining theoretical insights and real-life calculations is aimed at analysing the strategic options available to Westward and making the most viable investment decision based on the financial considerations. The analysis ends by determining the right sources of finance that will fund the proposed expansion programme.  
[bookmark: _Toc214658551]2.1 Task 1 Financial Ratio Analysis of Barclays PLC 
[bookmark: _Toc214658552]2.1.1 Overview of Barclays PLC  
Barclays PLC is a leading company in the United Kingdom with its headquarters in London and spread over 40 countries in the world and is one of the largest and most recognised financial institutions. Barclays is a universal bank and as such it provides a wide range of services such as retail banking, credit services, corporate lending, investment management and international investment banking, through the main segments of the Barclays UK and Barclays International. The bank is listed on the London Stock Exchange and is a component of the FTSE 100 Index, thus the bank is at the centre of the European and global financial systems, thus making its financial performance of significant concern to its stakeholders, regulators, and investors. The banking industry is alone sensitive to interest-rate risks, capital structure including Basel III, credit cycle, inflation, and macroeconomic uncertainty (Khan, 2024). Therefore, ratio analysis is a very necessary instrument to evaluate not only the profitability but also the liquidity position, efficiency of operations, financial position, and attractiveness of the investor in such a hostile environment.  
The review of the finances of the Barclays 2022 and 2023 financial statements provides an insight into how the bank reacted to the uncertainty in the economy generated by the inflationary pressures, increased interest rates, geopolitical tensions, and global financial instability. These years are also characterised by important regulatory scrutiny after failure of other banks like the Silicon Valley Bank and the Credit Suisse which indirectly affected the liquidity management and investor sentiment in the whole banking industry in the world. Using the set financial ratios, this section will analyse the recent performance of Barclays and report the implications to strategic management. Although ratio analysis gives useful quantitative variables, interpreting it in the banking industry must depend on industry knowledge especially since the regulatory capital and liquidity expectations of financial institutions are specific to them (Khan, 2024).  


[bookmark: _Toc214658553]2.1.2 Methodology and Sources of Data 
The analysis is based upon the published Annual Reports of Barclays, namely, the audited consolidated income statements, financial position statements, and other applicable notes of 2022 and 2023. The ratio categories are profitability, liquidity, efficiency, gearing, and investor performance which have been made with reference to the strategic financial evaluation of the module. The ratios are computed in accordance with universal formulas that are common in financial management texts (Khan, 2024). The detailed numerical workings are as follows in the Appendix.  
However, when considering the banking industry, it is critical to note that there are industry-related factors. As an example, the conventional current ratio will not be sufficient to describe the liquidity of banks but through Liquidity Coverage Ratios and net stable funding ratios (NSFR), which indicate regulatory compliance under Basel III (Bhimani, 2022). Similarly, one should take asset turnover ratios with caution since banks have large financial assets that yield interest earnings and not physical assets that yield sales. Regardless of these subtleties, conventional ratios can be quite valuable sources of comparative information when applied in combination with contextual knowledge.  
The methodology of this task also adds the element of a critical assessment, correlating the trends of ratios and macroeconomic variables, managerial decisions, and theoretical models. Section 2.1.5 summarises the drawbacks of ratio analysis such as its historicity, accounting variability and inability to compare with other sectors. On balance, such systematic approach will guarantee the balanced synthesis of the quantitative analysis and the qualitative, theory-based interpretation.  


[bookmark: _Toc214658554]2.1.3 Financial Ratio Calculations (2022 -2023)  
The subsequent ratios are the ones calculated out of the published financial statements of Barclays. The calculations in full can be found in the Appendix.  
A. [bookmark: _Toc214658555]Profitability Ratios  
	Ratio
	Formula
	2023
	2022

	Net Profit Margin
	Profit after tax / total income
	4,292m / 25,378m = 16.9%
	5,023m/24,958m = 20.1%

	Return on Equity (ROE)
	PAT / total equity
	4292 /63832 = 6.7%
	5023/67655 = 7.4%

	Return on Assets (ROA)
	PAT/Total assets
	4,292/1,543,749=0.28%
	5,023 / 1,513,307= 0.33%



B. [bookmark: _Toc214658556]Liquidity Ratios  
	Ratio
	Formula
	2023
	2022

	Current ratio
	Current assets/Current liabilities
	1,048,705/1,008,320 = 1.04
	1,015,627/989,924 = 1.03

	Cash Ratio
	Cash and equivalents/ Current liabilities
	250,885/ 1,008,320 = 0.25
	244,179/ 989,924 = 0.25



C. [bookmark: _Toc214658557]Efficiency Ratios
	Ratio
	Formula
	2023
	2022

	Cost-to-Income Ratio
	Operating costs / Total income
	15905 / 25378 = 62.6%
	15737 / 24958 = 63.1%

	Asset Turnover
	Total income / Total assets
	25,378/ 1,543,749= 0.016
	24,958/ 1,513,307= 0.0165





D. [bookmark: _Toc214658558]Gearing Ratios
	Ratio
	Formula
	2023
	2022

	Debt-to-Equity  
	Total Liabilities/Total Equity
	1,479,917/63,832  =23.2
	1,445,652/67,655 = 21.3

	Interest Coverage
	Operating profit / interest expense
	6841/ 7819 = 0.88
	7497/ 5965= 1.26



E. [bookmark: _Toc214658559]Investor Ratios
	Ratio
	Formula
	2023
	2022

	Earnings Per Share (EPS)
	PAT / Shares in issue
	4292/ 15596m = 27.5p
	5023/ 15589m = 32.2p

	Dividend Yield   
	Dividend/ Share price
	8p/ 154p = 5.2%
	7.25p/ 180p = 4.0%

	Price/Earnings Ratio    
	Share price/ EPS
	154/27.5=5.6
	180/32.2=5.6



[bookmark: _Toc214658560]2.1.4 Critical Evaluation of Ratio Movements
[bookmark: _Toc214658561]Profitability Analysis
The profitability ratios of Barclays show a significant decrease in 2022-23, indicating that the earnings power worsened. The net profit margin reduced to 16.9% as compared to 20.1% before it is a factor of both internal and external pressure. On the outside, the bank was exposed to macro-economic inflation, high funding costs, geopolitical uncertainty, and reduction in investment-banking volumes which are well known in the literature to undermine the performance of global banks (Financial Times, 2023). Barclays reduced changes in internal structure as well as maintained investment in compliance and digital infrastructure, which increased its cost base internally.
The decline in the return on equity (ROE) of 7.4 to 6.7 is consistent with the fact that Lius (2024) notes that the banking profitability is highly sensitive to the cycles of credit impairment. Barclays announced increased impairment reserves, which is a precautionary measure in relation to an estimated increase in the rates of default on both personal and corporate lending in the context of inflationary pressures. 
Return on assets (ROA) also decreased which is also reflective of the growth of total assets that were not accompanied by a corresponding growth of profit. This is consistent with the observation of Khan (2024) that in most cases, asset growth exceeds the gains in operational efficiency in the larger banks. Compared to their peers (including HSBC and Lloyds), which enjoyed strong recoveries in 2020 that were backed by improved net-interest margins, Barclays did not achieve better ROE, which demonstrates that the company underperforms in relation to the industry standards in 2023. As a result, the profitability of the bank, still positive in the discussion, indicates that more strict cost management and the diversification of the drivers of performance, especially in the investment-banking division of the business, which had a high degree of the revenue volatility, is necessary.
[bookmark: _Toc214658562]Liquidity Analysis
The current ratio of Barclays also showed a modest improvement as it increased by 1.03 to 1.04 which indicates a stable liquidity. However, Bhimani (2022) argues that traditional liquidity ratios are of little use to the banking industry due to the unique nature of bank liabilities which are most often customer deposits and the high liquidity of financial assets. In line with this, regulatory liquidity measures are mainly monitored by the banks. In 2023, Barclays maintained a liquidity coverage ratio (LCR) of more than 150 per cent, which is significantly higher than the required minimum of 100 per cent, which implies that it has strong liquidity buffers to overcome short-term stress situations.
On the contrary, cash ratio was at the same level (0.25), meaning that only 25 per cent of current liabilities were supported by cash. Although this is a small amount, it is customary among the banking institutions to invest capital in liquid securities that generate returns and at the same time fulfil the function of liquidity. The regulatory frameworks require the maintenance of high quality liquid assets (HQLA) which Barclays enhanced in 2023 to address the market-wide contagion concerns that arose as a result of numerous banking failures globally. The liquidity is therefore seen to be strong even with the low values being reported by the traditional liquidity ratios.


[bookmark: _Toc214658563]Efficiency Analysis
Efficiency ratios represent slight improvements in operations. The price-to-earnings ratio fell by 63.1 to 62.6 percent, which confirms the argument given by Luna-Pereira and Caicedo-Rolón (2022) that a well-managed cost strengthens financial sustainability. This improvement was achieved by Barclays despite inflationary pressures and heavy investments in technology and also refers to better discipline in expenses. The long-term effect of digital transformation including closing branches, the growth of online banking services, and automating the processes presumably added to these efficiency gains, but the materialisation of the long-term cost savings is not yet realised.
The turnover of assets was also low at 0.016 which is typical of big multinational banks. Since banks are mainly interested in charge and not the use of physical assets, the ratios of asset turnover are not as high as in the manufacturing or retail industries. Rao et al. (2023) make it clear that these ratios are optimally assessed based on trend but not absolute values. The marginal deterioration in asset turnover can be explained by the growth in the total assets, which is caused by the growth in deposits and cash reserves that are in the form of high-quality liquid assets (HQLA) that can earn lower returns.
[bookmark: _Toc214658564]Gearing Analysis
The gearing ratios of Barclays are concerning as to the management of leverage. The debt to equity ratio has increased in 21.3 and now stands at 23.2 and it is a reflection of the fact that the bank is increasingly relying on leverage, which is also a common trait in the banking sector, and at the same time, it is a risky trait. Even though banks have traditionally been running at high leverage levels, growth in a turbulent market environment may increase the level of risk since higher levels of debts increases exposure to interest rate risks and the possibility of write-downs of the non-performing loans. The interest-coverage ratio worsened considerably, decreasing to 0.88, which is lower than the critical value of 1.0 and, therefore, the interest payments exceeded operating earnings in 2023. Such depreciation is also in line with the current increase in global interest rates, which increased wholesale borrowing expenses and cost of subordinated debt. According to Frias et al. (2023), the interest-coverage ratio of less than 1 indicates that the required interest payments cannot be met in full using operating incomes, hence indicating a high level of financial strain and a negative outcome on credit ratings. It therefore follows that Barclays will have to actively deal with this risk in order to retain investor confidence and meet regulatory capital adequacy requirements.
[bookmark: _Toc214658565]Investor Analysis
There are further difficulties indicated by investor-focused ratios. The earnings per share (EPS) has been decreasing by 32.2 p to 27.5 p which is due to reduced net profit. However, the bank also raised its level of dividend pay-out, which raised dividend yield to 5.2%. Although this strategy benefits the shareholders, it could reduce retained earnings to stock buffers. Bhimani (2022) warns that increasing dividends even when profitability is decreasing can reduce financial strength, especially a bank with high leverage. The price to earnings ratio stood at 5.6 meaning that the market holds Barclays in low esteem in comparison to its earnings. This can be the perception of risk in the market, subdued growth expectations or undervaluation opportunities. Considering the uncertainty in the sector, investors might be cautious and will not take a vigorous position on pricing of Barclays until better opportunities of expansion of profits become evident.
[bookmark: _Toc214658566]2.1.5 Ratio Analysis Limitations.
The ratio analysis is a great tool to use, but it has a number of limitations that are worth being mentioned. To begin with, the method is fundamentally historical, and it may not be able to reflect modern or future circumstances, which is a relevant issue in the quickly changing financial services industry (Lius, 2024). Second, the benchmarking ratios between banks is complex due to the presence of business model heterogeneity, geographic presence, and regulatory schemes. The wide international presence of Barclays such as the one in the country, makes the institution more vulnerable to foreign-exchange fluctuations and geopolitical risks compared to companies that are based in local markets.
Thirdly, the application of the accounting policies according to IFRS, and especially the impairment conventions provided by IFRS 9, has a strong impact on the bank profitability, which makes the inter-annual comparability potentially misleading (Bhimani, 2022). Fourth, macro-economic volatility; this is the fluctuation of interest rates and inflationary pressures, can misrepresent important financial ratios, which mask underlying operational performance. Lastly, some ratios, such as the current ratio, have little diagnostic utility to the banking institutions because liquidity is regulated by regulatory authorities, and not through traditional working-capital ratios.  


[bookmark: _Toc214658567]2.1.6 Recommendations for Improving Financial Management
According to the analysis, it is possible to make a number of strategic recommendations:  
Strengthen Cost Management: Barclays can be recommended additional reorganisation programme to minimise operating costs. Increasing automation, simplifying product lines, and improving efficiencies on processes are expected to support profitability and competitiveness.  Individuals and institutions lend credit assets to minimise the risk of loss as a consequence of an asset defaulting or default swapping credit and vice versa to maximise the risk exposure of the asset at issue (Buckley, 2009). 
Enhance Credit Risk Controls: The improvement of predictive credit modelling, the firming of the lending standards and the diversification of loan portfolios are likely to reduce the impact and expenses of the impairments and strengthen the assets quality.  
Manage Gearing and Interest Coverage Risks: Barclays should aim at reducing the reliance on wholesale funding and increase the stable deposits. It is estimated that refashioning more expensive debt instruments and capital-strengthening are going to improve the interest-coverage ratios.  
Rebalance Dividend Policy: A more conservative dividend policy, adjusted to the profitability, would enable capital conservation, reduce leverage and increase resilience in a downturn environment.  
Make Investor Communication Better: Enhanced disclosure of the risk exposures, transformation programmes, and future profitability is expected to uplift the market mood and strengthen the bank valuation.  
[bookmark: _Toc214658568]2.1.7 Summary of Findings  
To conclude, Barclays had major financial issues in 2023, especially due to a reduction in profitability, increased gearing, and reduced interest-coverage ratios. It was stable with liquidity, there was a slight increase in operational efficiency, and dividend yield went up. These results indicate that the management ought to focus on cost control and reduction, mitigation of risks and capital increase to enable long-term performance sustainability. Irrespective of the strong weaknesses that have been revealed through ratio analysis, Barclays is basically healthy due to strong liquidity positions coupled with the diversification of its operations.  
[bookmark: _Toc214658569]2.2 Task 2 Investment Appraisal and Financing Report Westward Plc 
[bookmark: _Toc214658570]2.2.1 Introduction  
Investment appraisal is a critical component of strategy financial management, as it allows organisations to appraise long term capital projects and identify which opportunities will produce the best shareholder value. Managers in the situation where the demand is variable, where cost pressures are rising and where uncertainty prevails should embrace robust approaches to appraisal so as to promote the efficient utilisation of limited financial resources (Luna-Pereira and Caicedo-Rolón, 2022). Westward Plc, a manufacturing company that covers high-quality curtains is considering three growth strategies, namely: (a) expanding its retail store, (b) sales via the internet, and (c) manufacturing wooden and Roman blinds. Both choices involve capital investment and have cash flows within a period of four years. In this section, the proposals are evaluated utilising the net present value (NPV) technique, the impacts on the tax and capital-allowance are considered, the internal rate of return (IRR) of the preferred project is computed and the investment choices in a capital-rationing scenario are analysed. The discussion also explains the theoretical superiority of NPV over other methods, the persistence of non-discount methods, and outlines the most common sources of financing that Westward Plc can use.  
[bookmark: _Toc214658571]2.2.2 NPV Evaluation of the Three Projects (6% Discount Rate)
Discount Factors: The discount factors, as calculated using the Option A, are displayed below: 
Table 1: Option A
	Year
	Discount Factor @6%

	1
	0.943

	2
	0.890

	3
	0.840

	4
	0.792



The values are equal to the concise discount tables that are often used in capital-budgeting practise (Lius, 2024).  


[bookmark: _Toc214658572]2.2.3 Incorporating Corporation Tax and Capital Allowances.  
Capital allowances are available at 20 per cent rate in a straight-line manner over four years with Westward Plc paying a 25 per cent rate of corporation-tax. This means that every project is provided with a tax relief of:  
· Capital allowance= initial investment x 20%.  
· Tax saving= Capital allowance x 25.  
Since the scrap value of all the projects is zero, this tax advantage increases annual post-tax cash flows. Annual tax saving (TS) of each project is as tabulated below:  
	Project
	Initial Cost (PS1000)
	Capital allowance (20%)
	Tax saving at 25%

	A
	600,000
	120,000
	30,000

	B
	1,000,000
	200,000
	50,000

	C
	1,600,000
	320,000
	80,000



These tax savings are summed to the after tax operating cash flows on a yearly basis.  
[bookmark: _Toc214658573]2.2.4 NPV Calculation for Each Project
[bookmark: _Toc214658574](A) Retail Expansion Project
Step 1 – After-tax operating cash flows.  
	Year
	Cash Flow (PSK)
	Tax 25%
	After Tax CF
	Add Tax Saving
	Aggregate CF

	1
	200
	50
	150
	30
	180

	2
	400
	100
	300
	30
	330

	3
	500
	125
	375
	30
	405

	4
	700
	175
	525
	30
	555



Step 2 – Discounted cash flows  
	Year
	Total CF
	DF @6%
	PV

	1
	180
	0.943
	169.7

	2
	330
	0.890
	293.7

	3
	405
	0.840
	340.2

	4
	555
	0.792
	439.6


Total PV of inflows = 1 243.2 k.  
NPV(A) = PV inflows - initial cost 
= 1243.2k -600k
= 643.2k (positive).  
Project A, therefore, is a financial project.  
[bookmark: _Toc214658575](B) Internet Sales Development
able to implement the policy through e-commerce and several other online marketing channels that the firm would have access to.  
Step 1 – After‑tax cash flows  
	Year
	CF
	Tax
	After-Tax
	Add TS
	Total CF

	1
	400
	100
	300
	50
	350

	2
	450
	113
	338
	50
	388

	3
	720
	180
	540
	50
	590

	4
	980
	245
	735
	50
	785



Step 2 – Discounted cash flows  
	Year
	Total CF
	DF
	PV

	1
	350
	0.943
	330.1

	2
	388
	0.890
	345.3

	3
	590
	0.840
	495.6

	4
	785
	0.792
	621.7



Total PV of inflows = 1 792.7 k.  
NPV (B) = 1 792.7 k − 1 000 k = 792.7 k.  
Project B produces more NPV compared to A.  
[bookmark: _Toc214658576](C) Wooden and Roman Blinds Project.  
Step 1 – After‑tax cash flows  
	Year
	CF
	Tax
	After-Tax
	Add TS
	Total CF

	1
	450
	113
	338
	80
	418

	2
	700
	175
	525
	80
	605

	3
	900
	225
	675
	80
	755

	4
	1,200
	300
	900
	80
	980



Step 2 – Discounted cash flows  
	Year
	Total CF
	DF
	PV

	1
	418
	0.943
	394.2

	2
	605
	0.890
	538.5

	3
	755
	0.840
	634.2

	4
	980
	0.792
	776.2


Total PV of inflows = 2 343.1 k.  
NPV(C)  = 2 343.1 k − 1 600 k = 743.1 k.  
[bookmark: _Toc214658577]2.2.5 Ranking of Projects by NPV  
	Project
	NPV (£000)
	Rank

	B
	792.7
	1st

	C
	743.1
	2nd

	A
	643.2
	3rd


Recommendation (NPV Rule)
Project B (Internet Sales Expansion) should be chosen by Westward Plc because it produces the largest NPV and hence maximises shareholder wealth.
[bookmark: _Toc214658578]2.2.6 Approximate IRR of Project B
The internal rate of return (IRR) is a rate of discount, such that the net present value (NPV) equals zero. It is commonly estimated by choosing two discount rates such that one has a positive and the other a negative NPV (Ren, 2022).  
[bookmark: _Toc214658579]Step 1: Select discount rates  
· At 6 %, NPV(B) = +PS792.7 k (positive)  
· To determine the present value (PV) at 20% discount, the value is recalculated;  
	Year
	CF
	DF(20%)
	PV

	1
	350
	0.833
	291.6

	2
	388
	0.694
	269.0

	3
	590
	0.579
	341.6

	4
	785
	0.482
	378.4


PTV = 1, 280.6, and 
NPV at 20% = £1,280.6k − £1,000k = +£280.6k
The NPV is still positive which means that a greater discount rate is required.  
At 30 %:  
	Year
	CF
	DF(30%)
	PV

	1
	350
	0.769
	269.2

	2
	388
	0.592
	229.8

	3
	590
	0.455
	268.5

	4
	785
	0.350
	274.8



Total PV = 1,042.3, so NPV @ 30 % = +PS42.3 k.  
The NPV remains positive thus a higher rate should be tested.  

At 35 %:  
	Year
	CF
	DF(35%)
	PV

	1
	350
	0.741
	259.3

	2
	388
	0.549
	213.1

	3
	590
	0.406
	239.5

	4
	785
	0.301
	236.4



Total PV = 948.3, giving NPV @ 35 % = –PS51.7 k.  
[bookmark: _Toc214658580]Step 2: Interpolate IRR  
[image: ]
Let: 
 [image: ]
IRR=30+42.3−(−51.7)42.3​(5) IRR=30+42.394(5)=30+2.25=∗∗32.25
IRR = 30 + \frac{42.3}{94}(5) = 30 + 2.25 = **32.25%**IRR=30+9442.3​(5)=30+2.25=∗∗32.25
In such a way, approximate IRR of Project B is 32% and it is significantly higher than 6% cost of capital.
[bookmark: _Toc214658581]2.2.7 Interpretation of Results
The analysis shows that Project B maximises the shareholder value, providing the greatest NPV and significantly high IRR compared to the required rate of return. It thus has a good projected profitability and low risk profile in comparison to the capital cost, within the modern consumer patterns that incline towards online retailing. The expansion into the internet sales also expands the operating spectrum of Westward, which allows it to grow on a scale and avoids depending on street traffic. Project C would be the most efficient in the relative scale, as it has a high capital requirement despite the high NPV of the project. Project A, though being profitable has the smallest NPV and is therefore the least value-added to the firm.
[bookmark: _Toc214658582]2.2.8 Theoretical Rationales of NPV Utilisation.
The NPV is generally accepted in scholarly literature as the most theoretically appropriate method of assessing an investment opportunity that has a long payback period. It is better than other cost estimation methods because its value is directly measured through the value creation: The NPV is used to determine the present value of future cash inflows and compare it to the amount spent on the project, thus, measuring the increment in the shareholder wealth. NPV fully embraces the concept of the time value of money, one of the foundational concepts that hold that money obtained in the present is more valuable than money obtained in the future because it has the ability to earn and be affected by inflation (Frias et al., 2023). In addition, NPV uses cash flows, not accounting profit which minimises distortion by depreciation policy, accounting accruals, and other subjective accounting treatments.
NPV also works in line with the cost of capital of the firm, where only projects that are able to produce returns more than the amount of cash needed are taken. This is in line with the current financial theory, such as discounted cash-flow valuation model which is commonly used in corporate finance and capital markets. NPV adheres to the rational decision-making of an economy in that it chooses the projects that maximise shareholder wealth, at present value, which is the main financial goal of most companies (Khan, 2024). As a result, NPV is reflected as superior theoretically as well as practical as compared to other investment appraisal methods.


[bookmark: _Toc214658583]2.2.9 Reasons as to why Non-Discounting Methods still Fret Popularity.
Non-discounting methods like the payback period and accounting rate of return (ARR) are still common in most organisations even though NPV has the theoretically beneficial features. This is due to the fact that their underlying simplicity and the ease of interpretation have made them useful even to this day especially in the hands of managers and stakeholders that are not highly skilled in finance. Ren (2022) observes that the payback period is preferred as it focuses on liquidity and reduction of risk as it shows how quickly one can recoup the initial investment. It is particularly relevant in the case of smaller or liquidity-limited companies, in which a quick recovery of cash may supersede long-term profitability. The approach is also an intuitive way of risk protection, as the projects with the short payback period are favoured and the exposure to the future uncertainties is reduced.
Moreover, it uses ARR since it reflects standard profitability metrics in the financial statements making it available to the non-financial managers. The simplicity of both the payback and ARR make them fit well in the preliminary screening or in-house communication albeit not as sophisticated as needed in a decisive investment evaluation. Their user-friendliness, familiarity and low computation needs have made these methods continue in practitioner use even after their theoretical deficiencies were realised. In such a way, they tend to complement but not to substitute discounting tools such as NPV in corporate decision-making.
[bookmark: _Toc214658584]2.2.10 Capital Rationing Scenario (£2.5m Budget)
In this case, the capital budget under the scenario of capital ratios is PS2.5m. Projects can be broken down and accordingly, allocation is based on the profitability index (PI):
PI= PV of inflows/ Initial cost
	Project
	PV of Inflows (£000)
	Cost
	PI

	A
	1,243.2
	600
	2.07

	B
	1,792.7
	1,000
	1.79

	C
	2,343.1
	1,600
	1.46


Ranking based on PI given capital rationing government results are as follows –
Project A (2.07), 
Project B (1.79), and 
Project C (1.46).


Budgetary Allocation
The budgetary allocation follows as follows:
· Entirely fund Project A - PS 600,000 in amount.  
· Contribute to Project fund B to the extent of PS 1000 k.  
Total used: PS 1,600 k; remaining: PS 900 k.
· The balance PS900k is spent in the proportion on Project C:
[image: ]
The complete project NPV of C = PS 743.1 k, the partial project NPV is:
[image: ]
Total NPV at PS 2.5m constraint is thus:
The NPV (A) + NPV (B) + NPV (C partial)
= 643.2 +792.7 +418.0 = PS1, 853.9k.
Accordingly, the optimal investment combination in the context of rationing will be to fund Projects A and B in their entirety and partially fund Project C, and the overall NPV will be PS1.8539m.
A + B + 56% of C (Total NPV = PS1.854m).
[bookmark: _Toc214658585]2.2.11 Financing Recommendations
A proper financing plan is also the key to ensuring that Westward Plc would be in a position to undertake the proposed investment programme without jeopardising financial stability. Bank loans are considered one of the most available external funds and have predictable terms of repayment and capitalisation of the already existing relationship with the financial institutions. However, loan financing can turn to be expensive in times of high interest rates and can require high collateral. Equity financing is also considered as the alternative source as the capital is also raised by issuing shares which avoids the payment of the mandatory interest payments and which could also enhance the capital base of the company. Nonetheless, new equity issues always lead to a dilution of the ownership and usually, have a higher cost of capital especially to the firms that are going to grow and need to convey a message of financial health to the investors.
Another internal way of financing the expansion is retained earnings, which means westward is not only able to avoid interest but also dilution. However, retained profits are limited and too much exploitation can limit liquidity in the future. Another vehicle which may be valid is leasing which can be acquired to purchase the equipment required in the projects by reducing the cash outflows and maintaining the working capital but it may prove to be more costly in the long run. Also, government grants or subsidies may ease the financial strain, yet, such sources are usually competitive and accessible to those firms that meet certain eligibility requirements.
Based on these considerations, balanced financing strategy seems the most suitable choice in Westward Plc case. An amalgamation of moderate bank borrowing aided by retained earnings would provide the required capital and continue with reducing financial risk. This mixed approach maintains flexibility, does not over leverage, and ensures that the operations remain liquid which allows the firm to exploit growth opportunities in a sustainable manner whilst ensuring that the long term financial liabilities are dealt with in a responsible manner.
[bookmark: _Toc214658586]2.2.12 Summary
This is seen in the appraisal which conclusively shows Project B as the best option since it has a better NPV and strong IRR. The value is maximised under capital rationing where the combination of Projects A, B and 56% of C is considered. NPV is still the most theoretically well-founded appraisal method, and non-discounting methods still have an appeal as a result of their simplicity. An equal-balanced financing plan is also proposed to support the growth of the Westward Plc in a cost effective and sustainable way.



[bookmark: _Toc214658587]Conclusion
This report has discussed two key elements of financial decision making including the assessment of the financial performance of Barclays PLC and capital investment appraisal of Westward Plc. An in-depth ratio analysis of the 2022 and 2023 financial statements of Barclays indicates that the company has evidently weakened its profitability, experienced increased gearing demands, and worsened interest coverage, but liquidity is stable, and the efficiency has slightly improved. These events highlight the macroeconomic pressures that global banks are facing in 2023, such as high-interest rates, increased credit risk, and increased regulatory pressure. Although such pressures have been experienced, Barclays is operationally sound due to high liquidity buffer and diversified revenues. However, the bank needs to emphasise cost-cutting, risk-management improvement, and capital enhancement to ensure that it is able to recover its profitability and investor confidence.
This second section of analysis covered the appraisal of three possible investment projects to Westward Plc. The application of the net present value (NPV) as the primary decision tool, with the support of other aids, including internal rate of return (IRR), profitability index (PI), and capital rationing analysis, Project B (Internet Sales Development) turned out to be the most financially feasible, as the higher net present value value, and a high IRR of about 32 per cent. This project is in line with the changing consumer preference to online shopping and provides the long-term potential growth which can be scaled. At the rationing of the capital, the optimal investment combination would involve the implementation of both Projects A and B at full implementation and 56 percent of Project C which gives a total NPV of PS1.854 million. The analysis also supports the theoretical advantage of NPV since it corresponds to the maximisation of shareholder wealth, but the practical practicality of non-discounted approaches is recognised because of their simplicity.
Lastly, it is recommended that Westward Plc should use a balanced financing plan that will involve the use of retained earnings and medium term borrowing so that it can continue growing long term and remain financially stable. In general, both reviews highlight the significance of informed and evidence-based financial choices when it comes to improving organisational performance and sustainable growth.
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Income Statements 
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Balance Sheet 
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[bookmark: _Toc214658591]Calculation of Ratios
	Category
	Ratio
	2023
	2022

	Profitability
	Net Profit Margin
	16.9%
	20.1%

	Profitability
	ROE
	6.7%
	7.4%

	Profitability
	ROA
	0.28%
	0.33%

	Liquidity
	Current Ratio
	1.04
	1.03

	Liquidity
	Cash Ratio
	0.25
	0.25

	Efficiency
	Cost-to-Income
	62.6%
	63.1%

	Efficiency
	Asset Turnover
	0.016
	0.0165

	Gearing
	Debt-to-Equity
	23.2
	21.3

	Gearing
	Interest Coverage
	0.88
	1.26

	Investor
	EPS
	27.5p
	32.2p

	Investor
	Dividend Yield
	5.2%
	4.0%

	Investor
	P/E Ratio
	5.6
	5.6



[bookmark: _Toc214658592]Calculation of NVPs
	Project
	Year
	Cash Flow
	Tax
	After Tax CF
	Tax Saving
	Total CF
	Discount Factor 6%
	PV

	A
	1
	200
	50
	150
	30
	180
	0.943
	169.7

	A
	2
	400
	100
	300
	30
	330
	0.89
	293.7

	A
	3
	500
	125
	375
	30
	405
	0.84
	340.2

	A
	4
	700
	175
	525
	30
	555
	0.792
	439.6

	B
	1
	400
	100
	300
	50
	350
	0.943
	330.1

	B
	2
	450
	113
	338
	50
	388
	0.89
	345.3

	B
	3
	720
	180
	540
	50
	590
	0.84
	495.6

	B
	4
	980
	245
	735
	50
	785
	0.792
	621.7

	C
	1
	450
	113
	338
	80
	418
	0.943
	394.2

	C
	2
	700
	175
	525
	80
	605
	0.89
	538.5

	C
	3
	900
	225
	675
	80
	755
	0.84
	634.2

	C
	4
	1200
	300
	900
	80
	980
	0.792
	776.2
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