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Financial Analysis of Coca Cola

A comprehensive Ratio Analysis and Recommendations for Future Improvement on the Company COCA COLA 2023-2024
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Introduction
In this report I will provide a detailed analysis of the company Coca Cola. I will use a set of financial statements which span over two years. Within this analysis I will include ratio calculations, comparisons of the company’s performance, recommendations to enhance financial stability and factors influencing performance changes. Coca cola is a global leader within the beverage industry, who consistently demonstrate a strong market presence and financial health. The purpose of this research is to examine the company's financials in greater detail to shed light on its profitability and operational effectiveness. (The Coca-Cola Company: Refresh the World. Make a Difference, n.d.)
To begin with, I will examine the key figures from the financial statements of Coca Cola for the year 2023 and 2024. The financial statements provide essential accounts such as net income, total assets, liabilities and revenues. By using these figures, I will be able to conduct a thorough ratio analysis and evaluate the company’s financial performance over time. (Financial Results, n.d.)





















Ratio Analysis
To assess Coca Cola’s performance comprehensively, I am going to use different financial ratios to analyse and calculate the company’s profitability. The ability of a business to turn a profit in relation to its revenue, assets, and equity is gauged by profitability ratios. They are essential for evaluating the operational effectiveness and financial stability of the business.
Gross Profit Margin is a key financial measure that helps assess how efficiently a company is generating profit from its core operations. 
2023: 
Gross Profit: 27.234   = £21.11 billion 
                              1.29
Net Revenue: 45.8   = £35.50 billion 
                              1.29
Gross Profit Ratio: 21.11   X 100 = 59.45%
                                       35.00
2024: 
Gross Profit: 28.737   = £22.28 billion 
                              1.29
Net Revenue: 47.1   = £36.51 billion 
                              1.29
Gross Profit Ratio: 22.28   X 100 = 60.99%
                                       36.51

By doing the Gross Profit Margin Ratio analysis, I have found that it shows a slight improvement from 2023 to 2024, indicating better cost management and pricing strategies. 
Trade Payable Days measures how long a company takes to pay its suppliers.
2023: 
Accounts Payable: 15.485   = £12.00 billion 
                                          1.29
Cost of Goods Sold: 18.566   = £14.39 billion 
                                              1.29
Trade Payable Days: 12.00   X 365 = 304 days
                                            14.39
2024:
Accounts Payable: 21.715   = £16.83 billion 
                                          1.29
Cost of Goods Sold: 19.464   = £15.09 billion 
                                              1.29
Trade Payable Days: 16.83   X 365 = 407 days
                                            15.09
This analysis shows me that coca cola extended its payment cycle in 2024 compared to 2023.







Mark Up Ratio measures the percentage increase from cost of goods sold to the selling price.
2023:
Gross Profit: 27.234   = £21.11 billion 
                             1.29
Cost of Goods sold: 18.566 = £14.39 billion 
                                              1.29
Mark up Ratio:  21.11   X 100 = 146.7% 
                                 14.39
2024:
Gross Profit: 28.737   = £22.28 billion 
                             1.29
Cost of Goods sold: 19.464 = £15.09 billion 
                                              1.29
Mark up Ratio:  22.28   X 100 = 147.6% 
                                 15.09
This analysis shows a slight increase in mark up ratio from 2023 to 2024 indicates improved pricing strategies. 

Inventory Ratio measures how efficient a company manages its inventory. It indicates how often a company sells and replaces its stock during a given period. 
2023: 
Cost of Goods sold: 18.566   = £14.39 billion 
                                             1.29
Average Inventory: 4.424 = £3.43 billion 
                                         1.29
Inventory turnover:  14.39 = 4.19
                                          3.43

2024:
Cost of Goods sold: 19.464   = £15.09 billion 
                                             1.29
Average Inventory: 4.728 = £3.66 billion 
                                         1.29
Inventory turnover:  15.09 = 4.12
                                          3.66

This indicates that Coca Cola turned over its inventory approximately 4.19 times in 2023 and 4.12 in 2024, showing a slight decrease in efficiency.









Net Profit Margin measures the percentage of Net Profit relative to Net Revenue.
2023:
Net Profit: 10.71   = £8.30 billion 
                       1.29
Net Revenue: 45.8   = £35.50 billion 
                              1.29
Net Profit Ratio: 8.30   X 100 = 23.37%
                                  35.50
2024:
[bookmark: _Hlk193800912]Net Profit: 10.63   = £8.24 billion 
                       1.29
Net Revenue: 47.1   = £36.51 billion 
                              1.29
Net Profit Ratio: 8.24   X 100 = 22.57%
                                  36.51
This shows a slight decrease in Coca Cola’s Net Profit Ratio from 2023 and 2024.
Return on Capital Employed (ROCE) measures how efficiently a company generates profit from its capital. 
2023:
Earnings before Interest and Tax: 12.44   = £9.64 billion 
                                                                      1.29
Capital Employed: 69.11   = £53.57 billion 
                                        1.29
ROCE: 9.64   X 100 = 18.0%
              53.57
2024:
Earnings before Interest and Tax: 13.23   = £10.25 billion 
                                                                      1.29
Capital Employed: 69.26   = £53.70 billion 
                                        1.29
ROCE: 10.25 X 100 = 19.1%
               53.70
This shows improvement in Coca Cola’s ROCE from 2023 to 2024 indicating better efficiency in utilizing its capital. 













Current Ratio measures the company’s ability to cover its short-term liabilities with its short-term assets.
[bookmark: _Hlk193801724]2023:
Current Assets: 26.73   = £20.72 billion 
                                   1.29
Current Liabilities: 23.77   = £18.27 billion 
                                         1.29
Current Ratio: 20.72    = 1.13
                               18.27
2024:
Current Assets: 26.00   = £20.16 billion 
                                   1.29
Current Liabilities: 25.52   = £19.57 billion 
                                         1.29
Current Ratio: 20.16    = 1.03
                               19.57
This indicates that Coca Cola’s liquidity slightly decreased from 2023 to 2024 as it dropped from 1.13 to 1.03.
Liquid Ratio measures the company’s abilities to meet its short-term liabilities without relying on inventory. 
2023:
Current Assets: 26.73   = £20.72 billion 
                                   1.29
Inventory: 4.42 = £3.43 billion
                      1.29
Current Liabilities: 23.57   = £18.27 billion 
                                         1.29
Liquid Ratio: 20.72 – 3.43    = 0.95
                                  18.27

2024:
Current Assets: 26.00   = £20.16 billion 
                                   1.29
Inventory: 4.73 = £3.66 billion
                      1.29
Current Liabilities: 25.25   = £19.57 billion 
                                         1.29
Liquid Ratio: 20.16 – 3.66    = 0.84
                                  19.57

This analysis shows a decline in liquidity position from 2023 to 2024. 


Trade Receivable Days measures how long it takes for Coca Cola to collect payments from customers.
[bookmark: _Hlk193802675]2023:
Accounts receivable turnover: 13.42
Trade receivable days: 365   = 27.2 days
                                               13.42
2024:
Accounts receivable turnover: 13.19
Trade receivable days: 365   = 27.7 days
                                               13.19
By doing this analysis it shows that Coca Cola slightly increased the time it takes to collect payments from its customers in 2024 compared to 2023. (Income Statement, 2025 & Investor Relations, n.d. & Stock Analysis on Net, n.d.)





















Performance Analysis
By comparing the ratio calculations, we can clearly see that Coca Cola has shown a steady improvement in their financial performance from Year 2023 to Year 2024. Successful operational strategies and market expansion are demonstrated by the rise in revenue and net profitability. The increased gross and net profit margins show that the business has successfully controlled expenses and raised profitability. While the current ratios point to successful long-term debt management, the improvement in liquidity ratios shows improved short-term financial health. 
There are several factors which could have contributed to Coca Colas performance in Year 2024. These could include: 
· Market expansion – Coca Cola has expanded its presence into emerging markets which targets new customer bases and increases sales.
· Cost efficiency -They have increased operational effectiveness and cost control. Coca-Cola has increased its profitability by streamlining its production processes and using cost-cutting strategies.
· Brand Strength – By having strong brand presence and using effective marketing campaigns, coca cola are a globally recognized brand, and successful strategies have driven consumer demand and sales. 
· Innovation – Coca cola has innovated its product offerings by introducing new beverages and leveraging technology to enhance consumer experience.
· Sustainability Initiatives – The company has undertaken initiatives to reduce its environmental footprint, by using less plastic, enhancing recycling efforts which has resonated well with customers. (Sustainability, n.d.)
Ratio analysis is a critical tool for evaluating a company's financial reports as it provides valuable insights into its performance and financial health. By doing ratio analysis on the 2023 and 2024 financial reports of Coca-Cola, it can help assess various aspects of the company’s performance, such as profitability, efficiency and financial stability. By doing this we can assess the company’s strengths and weaknesses. By comparing ratios over different time periods, I can spot trends and determine whether the company is succeeding or deteriorating. Ratios allow us to compare a company’s performance with that of other companies which helps to evaluate competitiveness. It facilitates the proactive management of financial difficulties by assisting in the identification of possible dangers, such as problems with liquidity or excessive debt. (Effortless Financial Analysis Software for Professionals - ReadyRatios, n.d.)

 





Sustainability within Coca Cola 
Coca cola is working hard to balance sustainability with profitability by using several initiatives like using Sustainable packaging and increasing the use of recycled materials. Coca-Cola reduces waste while cutting costs associated with raw materials by improving collection rates for bottles and cans. In addition to helping the environment, efficient water use and replenishment procedures provide a dependable supply chain for their goods. In line with worldwide environmental trends, Coca-Cola may save energy expenses by reducing emissions across their operations. Sales are increased while resource consumption is decreased by catering to health-conscious consumers with lower-sugar beverages and smaller packaging sizes. Maintaining product standards and profitability requires a consistent supply of high-quality ingredients, which is ensured by supporting farmers. (Sustainability, n.d.-b)

Future Improvements for Coca Cola
By considering some of the following strategies, Coca cola could potentially enhance and sustain their financial performance – 
Diversify product portfolio – By expanding into healthier options, such as low sugar, plant based or functional drinks to cater to changing consumer preferences. They could also invest in product lines such as ready to drink coffee and teas to capture new market segments. 
Strengthen digital marketing – They could utilize using AI to create personalized marketing campaigns and increase focus on digital first strategies such as social media to engage in younger audiences. They could use advanced technology to streamline operations and reduce costs. 
Optimize Supply Chain – Coca Cola could implement cost saving measures in production and distribution to improve operational efficiency. 
Enhance Brand Loyalty – The company could introduce loyalty programmes and exclusive offers to retain customers. They could partner with events, sports, and cultural initiatives to reinforce brand visibility. (The Coca-Cola Company Is Always Innovating and Exploring the Future of Best-in-class Brands and Experiences, 2024)
With respect to Coca Cola and their focus on sustainability, they could commit to ambitious sustainability goals, such as achieving net-zero emissions and reducing plastic waste. They could highlight these efforts in marketing to appeal to environmentally conscious consumers. (Coca-Cola Sustainability Initiatives | Coca-Cola GB, n.d.)









Conclusion
After completing a thorough financial analysis of Coca-Cola, the main conclusions show that Coca-Cola has improved its financial performance significantly, as seen by improved current, liquidity, and profitability measures. This report gives practical suggestions for maintaining future development and being able to achieve better financial sustainability.
Coca-Cola has shown to consistently increase its revenue and profitability, showing great financial health and resilience. The company's success may be credited to its strategic objectives, cost-effective management, and dedication to innovation. Coca-Cola can continue to boost its financial results and hold onto its position as the world's leading beverage company by implementing the suggested changes. By providing useful information about the company's financial strengths and weaknesses, the ratio analysis has influenced the future for long-term growth. 
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