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Introduction 
This report examines the financial performance of Subway Corporation, a leading quick-service restaurant company known for its made-to-order sandwiches and salads. This review will examine financial statements and conduct a ratio analysis to analyse Subway's operational efficiency and financial health over the last two years. The analysis will help identify financial performance patterns, analyse the sources of any significant changes, and offer measures for future improvement and sustainability. This comprehensive evaluation aims to give stakeholders a clear picture of Subway's financial trajectory and ability to navigate the competitive fast-food industry landscape.






















Financial Statements Overview
Subway Corporation's financial review for 2020 and 2021 demonstrates major fiscal changes, as seen by the presented income statements and cash flow analysis. Subway's total revenues in 2020 were $689,087 thousand, climbing by 19.4% in 2021 to $822,882 thousand. The net income increased dramatically from $7,500 thousand in 2020 to $43,092 thousand in 2021, showing an increase of nearly 474%. This significant increase in net income is mostly due to better operational efficiencies and an increase in franchise revenues, which rose from $640,205 thousand in 2020 to $776,555 thousand in 2021. 
The cash flows from operating activities also show a favourable trend, with a significant increase from $146,597 thousand in 2020 to $18,533,000 in 2021. However, cash flows from investing operations showed a larger outflow in 2021, reaching $(45,581) thousand compared to $(9,481) thousand in 2020, owing mostly to greater investments in intangibles (Document, Cash Flow Statement). These financial statements demonstrate Subway's recovery and growth potential beyond 2020, demonstrating strong financial performance despite economic constraints.
Ratio Analysis
Liquidity ratios 
Current Ratio: This metric assesses a company's capacity to repay its short-term creditors with short-term assets. The current ratio is calculated as current assets divided by current liabilities. 
Profitability Ratios
Net Profit Margin: This ratio indicates how effectively a company converts revenue into actual profit. Calculated as Net Income/Total Revenues×100.
2020: $7,500k/$689,087k×100=1.09%
2021: $43,092k/$822,882k×100=5.24%
The net profit margin increased dramatically between 2020 and 2021, showing higher efficiency in translating revenues into actual profit, which could be attributable to lower operational expenses or increased sales productivity.
 

Comparative Analysis
Subway Corporation's comparative financial analysis from 2020 to 2021 reveals significant gains in profitability and operational efficiency. Based on the financial statistics, we see a large increase in the net profit margin from 1.09% in 2020 to 5.24% in 2021. This significant increase in profitability implies that Subway has efficiently controlled its operations and costs to improve its financial performance, which is consistent with the financial management principles highlighted by Drury (2020) in "Management and Cost Accounting."
The growth in franchise revenues from $640,205 thousand in 2020 to $776,555 thousand in 2021 demonstrates Subway's strategic focus on extending its franchise model, which is an important component of its business plan (Document, Income Statement). This is consistent with the ideas offered by Wood (2015) in "Frank Wood's Business Accounting 1," which emphasises the value of revenue management and strategic business growth through franchising. Furthermore, the analysis of Subway's cash flows shows a drop in net cash provided by operational operations, which could suggest changes in working capital management or major non-cash changes. This component of financial analysis, which is critical for evaluating a company's liquidity and operational efficiency, is well covered by Attrill and McLaney (2015) in "Management Accounting for Decision Makers."
The net profit margin is a major indicator of Subway's financial improvement. This finding is corroborated by Weetman (2016), who contends that profitability ratios are critical for determining a company's potential to make earnings in comparison to its spending and other costs.
The 19.4% increase in total sales from 2020 to 2021 highlights Subway's operational growth and greater market efficacy, which mirrors strategic ideas outlined in Weetman's "Financial Accounting: An Introduction". Such expansion demonstrates efficient market strategies and operational efficiencies, both of which are critical to sustaining a competitive advantage in the fast-food industry.
In summary, Subway's financial improvements in 2021 compared to 2020 demonstrate excellent strategic management and financial planning, both of which are critical for preserving sustainability and profitability in a competitive market setting. These findings are in line with theoretical frameworks and ideas offered in the fundamental accounting and financial management literature.

Causes of Performance Variations
Subway Corporation's significant increase in financial performance from 2020 to 2021 can be ascribed to several strategic and operational changes that are consistent with key management accounting principles and financial strategy.
First and foremost, the huge rise in franchise revenues indicates that the franchise model has been successfully expanded and optimised. This could be ascribed to strategic measures targeted at expanding the number of franchises while enhancing the operational efficiency of current ones. According to Drury (2020) in "Management and Cost Accounting," good cost management and strategic investment in company models such as franchising can result in significant increases in profitability.
Second, the increase in net profit margin from 1.09% in 2020 to 5.24% in 2021 is largely due to cost-cutting efforts and better operational efficiencies. Wood (2015), in "Frank Wood's Business Accounting 1," emphasises the significance of stringent financial controls and operational efficiency as major elements in increasing profit margins.
Furthermore, Subway's emphasis on adjusting to market trends, such as presenting healthier options and embracing digital marketing, may have helped them attract a larger consumer base and boost sales. To sustain revenue growth, Attrill and McLaney (2015) emphasise the importance of responding to changing market conditions and consumer preferences in "Management Accounting for Decision Makers."
These strategic measures highlight a holistic approach to corporate management that promotes financial stability and growth, as outlined in the cited academic sources, demonstrating the effectiveness of Subway's strategic financial management throughout this time.
Recommendations
To improve its financial performance and sustainability, Subway Corporation should strategically focus on three critical areas: 
· Product Line Diversification: It is critical to expand the menu to include novel items that address changing dietary choices and health trends. As the market becomes more health-conscious, Subway may attract new consumers while retaining old ones by adding gluten-free, vegan, and high-protein options. This technique is consistent with Attrill and McLaney's (2015) suggestions, which emphasise the importance of properly adapting product offerings to shifting consumer demands.
· Enhanced Digital Presence: In an era dominated by digital transactions, Subway's online ordering systems and mobile app functionality must be improved. Improving these platforms can increase consumer comfort, streamline processes, and promote sales efficiency. Investing in technology to incorporate advanced features such as personalised marketing, loyalty programmes, and an interactive menu might dramatically improve customer engagement and satisfaction, in line with current consumer preferences for digital solutions.
· Sustainability Initiatives: Emphasising sustainability is both a moral responsibility and a competitive advantage. Subway should adopt more ecologically friendly methods, such as sourcing ingredients locally, decreasing packaging waste, and lowering energy consumption throughout their operations. Walls, Berrone, and Phan (2012) describe how such measures can improve a brand's reputation and attract environmentally concerned consumers, which is becoming increasingly crucial in today's market. Furthermore, implementing a transparent sustainability reporting structure can help Subway successfully communicate its initiatives, hence increasing consumer trust and loyalty.
· Cost Management: A constant focus on cost-cutting techniques is critical for preserving profitability. Subway should improve its supply chain management to achieve cost savings while preserving quality. Implementing waste-reduction initiatives and obtaining better terms with suppliers can result in large savings. As Drury (2020) points out, efficient cost management is critical for increasing profitability in a competitive environment.
· Community Engagement and Corporate Responsibility: In addition to environmental initiatives, Subway should become more involved in the communities it serves. Sponsoring local events, donating to charitable causes, and getting involved in community development projects can all help improve public perception and brand loyalty.

By implementing these measures, Subway can not only enhance its financial performance but also position itself as a sustainability leader in the fast-food business. These efforts are expected to result in long-term benefits such as increased consumer loyalty, improved brand image, and higher overall profitability.
























Conclusion 
Subway Corporation's financial analysis over the last two years shows considerable increases in profitability and operational efficiencies, demonstrating the strength of Subway's business model. We identified important strengths through extensive ratio analysis, such as greater franchise revenue and higher net profit margins. Ratio analysis plays an indispensable role in strategic financial planning because it gives essential insights that assist educated decision-making, which is critical for ensuring financial stability and growth. Examining historical performance and present financial health allows us to better plan for future improvements and sustainability initiatives. These evaluations are critical for continuous improvement and ensuring that Subway remains competitive in the fast-food industry, capable of adapting to changing market dynamics and consumer preferences.
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