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Business Review Aston Martin Utilising Their Published Financial Statements 

 

1. Executive Summary 

Aston Martin have experienced situations of financial instability more than seven times during their 

existence (Hussain, 2023), with the most recent financial reports indicating they require rescuing 

with further financial support. Primary concerns relate to short to midterm cashflows and liquidity, 

as finance activity outflows accelerate faster than operating activity inflows. Internal strategies 

require improved focus in the areas of overall business strategy, economic factors and competitive 

market conditions. Aston Martin should be encouraged to work on the recommendations in section 

5, with further emphasis on improving cashflow and operating activities in order to increase profits 

via stronger debtor and creditor control practices, improved inventory turnover and an improved 

cash control culture internally.  

2. Introduction  

Aston Martin is acknowledged as an iconic, exclusive and luxury sports car, global brand which was 

founded in 1913 by Lionel Martin and Robert Bamford (Aston Martin, 2017), trading as Aston Martin 

Lagonda Global Holdings PLC on the London Stock Exchange (LSE, 2023). Aston Martin have 

continuously expanded their presence around the world, with the dealer network spanning more 

than 160 locations and 53 countries. They have recently introduced a three-pillar product strategy 

focusing on front-engine, SUVs and mid-engine (Aston Martin, 2022). Majority of Aston Martin’s 

revenue is generated in the United Kingdom and through the production of petrol cars. However, 

they plan on launching their first electric vehicle (EV) in 2025, with every model will be available with 

an electrified powertrain by 2026 (Stafford, 2022).  

The following business report analyses financial statements and calculates a range of key financial 

ratios in order to measure the financial health of Aston Martin. The report will examine the profit 

and loss accounts, balance sheets, and cashflow reports from 2020, 2021 and 2022 H1 to critically 

evaluate the profitability, activity, liquidity, leverage and investor ratios. Analysis for each ratio is 

represented in section 4 and the conclusion and recommendations in section 5 highlights 

opportunities to improve financial management within the business.   
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3. Aston Martin Results 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1 – Summary of Aston Martin Annual Report Figures for the Period of 2020-2022 H1 (see 

appendix for full sent of results).  

4. Analysis 

4.1 Use and Limitations of Ratios 

Ratio analysis compares data from a company's financial statements including, income statements, 

balance sheets and cashflow reports, to reveal insights regarding profitability, liquidity, operational 

efficiency, and solvency (Bloomenthal, 2022). Ratio analysis is typically employed by investors and 

financial analysts to evaluate the financial health of companies, allowing them to dissect past and 

current financial statements. The comparative data can be utilised as an indicator of performance 

overtime and for comparison with industry averages. Although, Bloomenthal (2022) discusses how 

majority of financial ratios are used for internal decision making, often prompting managers to 

identify ways they can improve performance, it can be argued that calculating a single value 

through ratio analysis holds little to no value at all. Alternatively, ratio analysis must be considered 

along with comparable figures to determine whether a company’s financial health is strong, weak, 

improving or deteriorating, therefore requiring consistency in terms of annual financial analysis 

(Bloomenthal, 2022).  

Although financial ratios are useful for internal use within companies, the Corporate Financial 

Institute (CFI) (2022) argue that they have many limitations. For example, it is difficult to predict the 

future company performance based on financial ratios alone, as the information used is based on 

real past results that are released by the company, therefore they do not necessarily represent the 

future performance of the company. The inflationary effect also adds to the limitations of financial 

ratios mentioned by the CFI, as the financial statements are released periodically, with time 

differences between each release. Therefore, if inflation has occurred in these periods, real prices 

are not reflected in the statements. This means financial statements and ratios are not comparable 
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until they are adjusted for inflation. Furthermore, operational changes may lead to misleading 

conclusions regarding the company’s performance (CFI, 2022). Comparing ratios before and after 

changes in operational structure can skew the judgement of performance.  

A further factor which may affect the validity of ratio analysis is the ability for the data to be 

manipulated by the company. The CFI (2022) have recognised that the information may be 

manipulated by the company’s management to report a better result than its actual performance. 

This would lead to inaccurate ratio analysis as simple analysis such as this would not detect the 

misrepresentation of information provided. 

4.2 Profitability 

 

Figure 2 – A Graph Showing Overall Aston Martin Profitability Ratios for period 2020-2022 H1. 

a) Gross Profit Margin 

Gross Profit Margin = (Gross Profit ÷ Sales) x 100                                         

For businesses such as manufacturers and producers of goods, a gross profit of 50-70% would be 

considered healthy (BDC, 2022). However, Davidson (2022) argues that direct expenses should not 

exceed 40%, leaving you with a minimum gross profit margin of 60%. Financial year 2021 saw an 

increase of 13.2% in gross margin and a further increase in H1 2022 of 3.34%, although Aston 

Martin’s gross profit remains low, with an average of 28.1% from 2020-2022 H1. The increase in cost 

of goods sold (COGS) in 2021 require further root-cause investigation, but may have been influenced 

by inflation, wages, materials, logistics and potential property, plant or equipment investments. H1, 

2022 has already generated 47% of 2021 COGS, which indicates similar overall figures for COGS for 

2022. Aston Martin must conduct an investigation into the drivers of cost increases to identify ways 

of improving gross margin levels and improve efficiency of managing their COGS. There are many 

improvements which could be employed by Aston Martin in order to improve their gross margin 

level, such as; streamlining processes to increase output, increasing pricing, identifying opportunities 

to reduce costs, building relationships with new suppliers to reduce supplier costs and implementing 

design changes to increase production and machine efficiencies.  

A Graph to Show Changes in Aston Martin Profitability Ratios 
from 2020-2022 H1

Gross Margin %

Operating Profit %

Net Profit %

Return on Assets

Return on Shareholder Equity
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b) Operating Profit & Net Profit 

Operating Profit Margin = (Operating Profit ÷ Sales) x 100 

Net Profit Margin = (Net Income ÷ Sales) x 100 

For most businesses, operating profit margins above 15% are considered healthy (Girsch-Bock, 

2022). However, Aston Martin are operating at a loss and have averaged an operating loss of -25.5% 

from 2020 – H1 of 2022. This is an indicator that Aston Martin’s core operations are not profitable 

and changes are needed within their operations in order to increase revenues and decrease costs to 

regain an operating profit. Further investigations are required into their operating expenses in order 

to determine the driving force of their operating loss. However, it is evident that there was an 

increase in revenue in 2021 whilst operating costs remained stable. This increase may be a result of 

the pandemic as vehicle sales and production was more stable in 2021 than 2020 resulting in 

increased revenues in 2021 following the plummet in the UK automotive industry during the covid-

19 pandemic.  

Further to the operating losses, Aston Martin have experienced average net losses of -46% from 

2020 – H1, 2022. In 2021, they reported a 45.8% reduction in operating loss and 49.8% reduction in 

net loss compared with the previous year. The improvement in both operating loss and gross margin 

suggests there have been positive changes driven by the company. As the reduction in operating loss 

was significantly more than the increase in gross margin, it is likely that there has been a reduction in 

overheads as well as the increase in gross profit.  

The revenue for H1 2022 has reached 49% of the revenue achieved overall for financial year 2021, 

predicting a revenue similar to that of 2021. With gross margin of H1, 2022, being higher than 2021 

so far, it suggests that the return on revenue has improved for 2022, which may be a result of 

stronger revenue per unit, smaller COGS per unit or a combination of the two.  

c) Return on Assets 

Return on Assets = (Net Income ÷ Assets) x 100 

Generally, a return on assets (ROA) of above 5% is considered good, with figures above 20% being 

excellent (Hargrave, 2022). Aston Martin have consistently over the last 2.5 years generated a 

negative ROA, with the average ROA from 2020 – H1, 2022 being -10.6%.  

d) Return on Equity 

Return on Equity = Net Income ÷ Shareholder’s Equity 

Aston Martin’s return on equity is negative, with an average for the period 2020 – H1, 2022 of -52%. 

It is evident that the reoccurring net losses over the past financial years has resulted in increased 

borrowing in order to remain operational. In line with other profitability ratios mentioned in this 

report, the return on equity confirms that Aston Martin are failing to generate a profit.  
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4.3 Liquidity 

 

Figure 3 – A Graph Showing Overall Aston Martin Liquidity Ratios from 2020-2022 H1. 

a) Current Ratio 

Current Ratio = Current Assets ÷ Current Liabilities 

Aston Martin’s current ratio has a negative trend over the past 2.5 years as short-term liabilities 

have seen an increase of 12% in 2021 and a further 5% so far in H1, 2022. The current ratio has 

depleted from 1.10 in 2020 to 0.96 in 2021 and then 0.80 in H1, 2022. H1, 2022 has seen a heavy 

investment in inventory and a decline in the value of current assets. The acceleration in current 

liabilities in H1, 2022 is driven by increased short term borrowings and an increase in trade-payables 

(+15.3%). With a ratio of <1.00, Aston Martin have less assets than liabilities, suggesting they are 

taking on too much debt or their cash balance is depleting. The industry standard is 1.3-1.4 which 

indicates that a business has enough current assets in their current business to cover liabilities. A 

ratio under 1.00 indicates that the company’s debts due in a year or less are greater than its assets 

(Fernando, 2022). It is possible for current ratios to be skewed, for instance if a retailer fails to offer 

credit to customers, this can reflect a high payable balance in relation to the receivable balance on 

the balance sheet, efficient supply chains will also help reduce inventory volumes which makes 

current assets shrink against current liabilities, which could show a lower ratio.  However, as Aston 

Martin have a consistent negative trend in current ratio, along with negative profitability ratios, 

further investigation into cash balance and debt is prudent. 

b) Quick Ratios 

Quick Ratio = (Cash + Cash Equivalents) ÷ Current Liabilities 

According to Seth (2022), a result of 1 for quick ratio is considered to be the normal quick ratio, 

with anything below 0.8, suggesting the business is at risk. A quick ratio of 1 indicates that the 

company is fully equipped with exactly enough assets to be instantly liquidated to pay off its 

current liabilities. Recent quick ratios for Aston Martin are below the industry average, declining 

from 0.84 in 2020 to 0.48 in H1, 2022. In this case, Aston Martin could be at risk of a liquidity crisis 

as the quick ratio figures suggest that they would find it difficult to meet short-term obligations 

such as repaying their loans and paying their employees or suppliers. Improvements should be 
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A Graph to Show Changes in Aston Martin Liquidity Ratios 
from 2020 - 2022 H1
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made with asset managements and account receivables in order to improve liquidity. Renegotiation 

with lenders could also be explored as a way of recovering liquidity.  

c) Cash Ratios 

Cash Ratio = (Cash + Cash equivalents) ÷ Current Liabilities 

Although there is no industry standard for cash ratios, ideally, the cash ratio would be >1 as this 

would indicate that there is more cash and cash equivalents than current liabilities, but this is 

uncommon. However, on occasions a higher cash ratio may also reflect that the company is 

inefficiently utilising cash or not maximising the potential benefit of low-cost loans or potentially 

accumulating a protective capital cushion to protect them from a future profitability crisis (Kenton, 

2022).  Aston Martin have had a cash ratio of <1 consistently over the last 2.5 years, with H1, 2022 

results being as low as 0.16, indicating that they have insufficient cash to cover their short-term 

debts. However, a thorough investigation would need to be conducted into the inventory 

management and credit terms with suppliers and customers to identify any possible conditions 

which may skew the balance sheets.  

4.4 Activity Ratios 

 

Figure 4 – A Graph Showing the Overall Changes in Aston Martin Activity Ratios for the Period of 

2020-2022 H1. 

a) Days Sales Outstanding 

Days Sales Outstanding = Trade and Other Receivables ÷ Average Revenue Per Day 

According to Kenton (2022), a number below 45 for days sales outstanding (DSO) is considered 

healthy. Although, it is more important to monitor the trend of DSO, as an increase in the number 

can mean that the company’s cash flow is at risk. The average DSO from 2020 – H1, 2022 is 95.4. The 

recent DSO figure of 97.8 (H1, 2022) for Aston Martin is significantly higher than the 45, industry 

standard, indicating there is a significant cash flow problem. Further investigation into the collection 

activities as well as lending criteria is warranted in order to identify reasons why cash flow is at risk.  

 

2020 2021 2022 H1

Days Sales Outstanding 106.67 81.81 97.84

Inventory Turns 2.45 3.72 1.40

Days Payable Outstanding 422.01 354.90 434.99
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b) Inventory Turnover 

Inventory Turnover = Cost of Goods Sold ÷ Average Inventory 

Inventory Days = 365 ÷ Inventory Turnover 

Inventory turnover has overall declined since 2020 and sits 223 days above the average inventory 

days for the auto industry. The average inventory turnover ratio for the auto industry is 10.11 or 36 

days (Maverick, 2021). Aston Martin’s current average inventory turnover ratio sits at 1.4, suggesting 

weak sales and marketing or overstocking. However, the comparative figures include averages from 

all auto motive related businesses and not premium auto motive brands alone. With Aston Martin 

being a premium, slow-moving, high-margin company, it could be expected to have a turnover 

below the average. The reduction from 2021 to 2022 in inventory turnover may be a cash saving 

approach as a low inventory turnover ratio can be an advantage during periods 

of inflation or supply chain disruptions, if it reflects an inventory increase ahead of supplier price 

hikes or higher demand, which is something that has been experienced since Brexit and the Covid-

19 pandemic (Fernando, 2022). The War in Ukraine has also had an impact on inventory turnover as 

Aston Martin had more than 350 cars awaiting parts by the end of June 2022, causing the company 

to take a £80 million hit to its cash reserves (Hunt, 2022). The inability to produce finished vehicles 

has a major impact on inventory turnover, and may influence management to increase orders on 

supplies to prevent downtime in the future due to supply chain disruptions. A large driver was a 

£105m increase in inventories, reflecting a significant number of ordered vehicles awaiting final 

parts at the end of June 2022. The past three years have proven that political contingency plans are 

critical for the survival of companies throughout pandemics and political upheavals such as War. 

Although there may be valid reasons for lower inventory turnover, Aston Martin should aim to 

increase their inventory turnover as it may help reduce the amount of capital that they have tied up 

in stock and reduce the cost of storage, having the potential to increase profitability. Employing 

inventory management systems such as ‘Just in Time’ helps reduce stock piling and increases money 

available.  

c) Days Payable Outstanding 

Days Payable Outstanding = Trade and Other Payables ÷ Average COGS Per Day 

The average days payable outstanding (DPO) for the period of 2020 to H1, 2022 is 403.9. In-depth 

qualitative research should be conducted to identify industry average insights, in order to assess and 

compare year on year performance. However, with the current DPO, Aston Martin may be at risk of 

jeopardising their relationships with creditors with future terms may not being as favourable to the 

company.  A better balance between cash in-flow and out-flow is needed in order to enhance cash 

flow.  

 

 

 

 

 

 

 

https://www.investopedia.com/terms/i/inflation.asp
https://www.investopedia.com/terms/s/supplychain.asp
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4.5 Leverage Ratios 

 

Figure 5 – A Graph Showing Overall Changes in Aston Martin Leverage Ratios for the Period of 

2020-2022 H1. 

a) Gearing 

Gearing = Non-current Liabilities ÷ (Equity + Non-current Liabilities) x 100 

Boyte-White (2021) explains how investors and lenders would consider companies with a gearing 

ratio below 25% to be low risk, whilst ratios between 25-50% are considered to be the norm for well 

established companies. With Aston Martin’s most recent gearing ratio being 78.9%, it is apparent 

that they are highly leveraged and are at great financial risk, making them more susceptible to loan 

default and bankruptcy when lower profits and higher interest rates may be experienced.  

 

b) Debt/Equity Ratio & Long-Term Debt/Equity Ratio 

Debt/Equity Ratio = (Total Liabilities ÷ Shareholder’s Equity) x 100 

Long Term Debt/Equity Ratio = (Long Term Debt ÷ Shareholder’s Equity) x 100 

Generally, the debt-to-equity (D/E) ratio should not exceed 2 times or 200% (Fernando, 2022). 

However, the optimal D/E ratio varies by industry so should always be compared to competitors. 

Aston Martin’s D/E ratio exceeds the 2 times/200% rule with the average for the period of 2020 – 

H1,2022 being 4 times (400%), experiencing a 33% increase from 2020-2021. The major increase of 

almost 97% in D/E ratio in H1, 2022 is due to the 43% reduction in shareholder’s equity. When 

comparing these figures to companies in the same industry such as Ferrari, who averaged a D/E ratio 

of 1.4 over the past 5 years (Appendix 1.0), it is clear that Aston Martin are more leveraged. It is 

common for manufacturing and automotive companies to experience D/E ratios above 2, 

occasionally high D/E ratios can enable a company to grow and generate additional income 

(Fernando, 2022). However, Aston Martin’s D/E and long-term D/E ratio trends suggests that they 

have become more dependent on long term debt to form its capital structure, with liabilities and 
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cashflow outlooks remaining a concern which may hinder further lending in the short term with 

interest coverage ratio also raising concern.  

c) Interest Coverage 

Interest Coverage = (Operating Profit ÷ Interest Charge) x 100 

An interest coverage ratio of less than 1.5 (150%) is generally considered the minimum acceptance 

(Hayes, 2022). In 2020, Aston Martin were performing above this, with an interest coverage ratio of 

1.76 (176%). However, the past 1.5 years have seen an average interest coverage ratio of 0.42 

(0.42%), questioning the ability for Aston Martin to manage outstanding debt. The outcome of all 

leverage ratios raises concerns as the trend over the last three years forecasts a heavier reliance on 

long-term debt.  

 

4.6 Investor Ratios 

 

Figure 6 – A Graph Showing Overall Changes in Aston Martin Earnings Per Ordinary Share for the 

Period of 2020-2022 H1.  

a) Earnings Per Ordinary Share & Price Per Earnings Ratio 

Earnings Per Ordinary Share = Net Income ÷ Number of Shares 

Price Per Earnings Ratio = Market Value Per Share ÷ Earnings Per Ordinary Share 

Earnings per ordinary share (EPS) has followed the same trend as operating profit and net profit, 

although all have a negative return, there was an improvement of 46.5% in EPS from 2020 to 2022 

H1, influencing investor confidence despite the absence of dividends.  

 

 

 

 

2020 2021 2022 H1

Earnings Per Ordinary
Share

-543 -165.9 -290

-600

-500

-400

-300

-200

-100

0

A Graph to Show Changes in Aston Martin 
Earnings Per Ordinary Share from 2020-2022 H1



12 
 

b) Dividend Cover & Dividend Yield Ratio 

Dividend Cover = (Net Income ÷ Dividend Proposed and Paid) x 100 

Dividend Yield Ratio = (Dividend Per Share ÷ Market Value Per Share) x 100 

 

These calculations are based on the results available and as no dividend was paid in this period, the 

above ratios relating to dividend are incalculable.   

5. Conclusions and Recommendations  

Aston Martin have utilised a pricing strategy as well as foreign exchange benefits allowing them to 

improve gross margin in 2022 H1, contributing to their target of a 40% contribution margin from 

future products. It is evident that H1 2022 provided a challenging operating environment for the 

whole automotive industry, including supply chain and logistic disruptions, resulting in an 8% decline 

in wholesales in H1 2022. A £33m outflow in this period was also influenced by supply chain and 

logistics disruptions, due to a significant number of ordered vehicles awaiting final parts at the end 

of June, resulting in a £105m increase in inventories in H1 2022. In light of this, the principal risks 

and uncertainties were reassessed at the end of H1 2022 to reconsider business risks associated with 

political instability, particularly related to the conflict in Russia and Ukraine.  

The significant leveraging and existing levels of debts held by Aston Martin is likely to cause difficulty 

when obtaining additional financing, which puts the business at risk during unforeseen events which 

may cause economic shock. Successful collection of planned deposits is critical to the company’s 

liquidity requirements, which may improve the balance between cash in-flow and cash out-flow. 

Further investment has been made by Mercedes Benz and the implementation of a strategic 

cooperation agreement (SCA) has been deployed which will influence further investment into the 

company as well as reduced capital expenditure for product development purposes.  

It is evident that Aston Martin are aware of their highly leveraged situation and are making strategic 

moves to improve their financial position. I have made the following high priority recommendations 

based on the past three years financial reports in order to improve cash control culture and process 

improvements, with the aim to increase cashflow.  

Recommendations: 

• Continue to develop contingency plans for potential socio-economic and political issues 

internally as well as with partners/investors.  

• Work on optimising inventory health by introducing enterprise resource planning (ERP) 

systems. 

• Consider renegotiating payables windows at contract renewals stage. 

• Implement quick pay discounts, late payment penalties and credit limit freezes and 

reductions. 

• Continue to develop and accelerate joint venture partnerships and SCAs. 

• Explore options of selling old plant, property and equipment. 

• Consistently review business activities, key financial ratios and innovation strategies and 

compare with companies within the same sector (Lotus, Ferrari, Lamborghini etc.). 
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6. Appendices 

 

1.0 – Ferrari Debt-Equity Ratios Figures from Past 5 years (YCharts, 2023) 

 

 

 

 

 

 

 

2.0 – Aston Martin Income Statement 2020  
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2.1 – Aston Martin Balance Sheet 2020 
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2.2 – Aston Martin Cashflow 2020 
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3.0 – Aston Martin Income Statement 2021 
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3.1 – Aston Martin Balance Sheet 2021 
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3.2 – Aston Martin Cashflow 2021 
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4.0 – Aston Martin Income Statement 2022 H1 
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4.1 – Aston Martin Balance Sheet 2022 H1 
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4.2 – Aston Martin Cashflow 2022 H1 
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