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Executive Summary


Using the consolidated balance sheets, income statements and cash flow statements included in Burberry’s 2015, 2016, 2017, 2018 ‘Annual Reports’ made public by Burberry Ltd, ratio analysis for profitability, efficiency, liquidity, gearing and investment of the financial years ending 30th April: 2014, 2015, 2016, 2017 and 2018 has been executed. With ration results of the years 2017 and 2018 being utilized to assess the current health of the company, benchmarking current against historic Financial results for years 2014 to 2016; Luxury Fashion Industry averages as published by consultancy firm Deloitte (2018); and a sample of direct competitors. Competitors chosen to benchmark against: Kering Group, J. Barbour & Sons Limited, and Hermès (see Appendix 3).
This report will discuss the steady decline on profits during the previous five years, while 2017-2018 saw a modest increase through a strategy of sustainability and incremental improvements. Concluding with recommendations that will increase shareholders wealth and continue the upward trend of how the company moving forward in the next five years.


1. Introduction 

Burberry is Britain’s highest ranked Luxury Goods Company (Deloitte, 2018), as well as the only Luxury fashion company in the FTSE 100 (London Stock Exchange, 2018). Designing, producing, marketing and distributing: Accessories, Beauty, Women’s, Men’s and  Children’s wear  under the one brand in Asia Pacific, EMEIA (Europe, Middle East, India and Africa) and the Americas (Burberry, 2018).
Having first joined the FTSE 100 in 2009 (Felsted & Hume, 2009), Burberry has seen financial performance and shares values fluctuate in the decade since. With the incoming CEO in Marco Gobbetti in 2017 and Creative Director, Overall sales having decreased by 1.2% for the 12 months up until 30th April 2018, under the new CEO compared to the previous 12 months. To counter the decline in sales Burberry are evolving their core strategies to drive growth and sustainability (Burberry, 2018). Gobbetti has set out strategy to transform Burberry by augmenting offering, both product and customer experience; while striving to construct a more agile, dynamic, sustainable organisation, by systematically simplifying, conscious efficacy, of operations, finance, marketing and people (Burberry, 2018).




2. Ratio Analysis Results


*for Ratio Analysis results for Burberry Ltd, 2014- 2018 please see Appendix 1.


*for competitor comparison ratios: Burberry/Kering please see appendix 2; Burberry/Hermès please see appendix 3; Burberry/J. Borbour & Sons please see appendix 4.


3. Evaluation Of Business Financial Performance 


3.1. PROFITABILITY 

3.1.1. Return on Capital Employed

ROCE increased3.35% between 2017 and 2018 from 21.39% to 24.64%. The high ROCE increase signifies growth, but may have been distorted by high reserve capital (McClure, 2018). 
McKinsey & Co (2017), forecast the Luxury Good market has increased 4-5% in 2018, thus, Burberry’s year is disappointing, Hermès reported revenue +14.3%, Barbour +10.8%; but Kering -19.98%. UK sales in Textiles Industry for the twelve months of 2016 to 2017 decreased (Office of National Statistic, 2018). This decrease is significant for the Luxury Goods sector as UK accounts for 5.6% ($1700 million sales) (Deloitte, 2017). Though a VUCA environment, exasperated by Brexit, Deloitte predicts British Luxury brands may capitalise on the weaker pound, with the UK becoming “the most affordable luxury market in the world to shop” (Deloitte, 2017:Deloitte, 2018). 
In comparison, Kering Group has a 2018 ROCE of 17.49% but with almost double growth from the year previous; Hermès has a higher ROCE of 32.48%. From these figure, it could be seen that despite decline in revenue growth, Burberry is still maintaining growth which averages the industry. 

3.1.2. Net Profit Percentage

Net Profit has increased 0.75% between 2017 and 2018, which although up from the low of 2017, it is still not at the 2016 16.02% level and far from the high of 2014, a decrease contributed by: increased operating costs, which includes employee costs of £468.1million in 2015 to £55.3 million in 2018; inflation; and, increasingly challenging trading conditions, such as the slowdown in the US markets. Net Profit has increased while revenue’s fallen between 2017 and 2018, due to ongoing activity cost saving activities which are on target to save Burberry £100million by 2018/2019 in accordance with sustainability strategy of imposed by new CEO. 
There is no standard method for calculating ratio (Antrill, 2017, p. 84), this may account for the variance between the Net Profit as calculated as Net Profit/Sales (Demonstrating Value, 2018) for the purpose of this report  and Deloitte’s (2018) 12.5% calculated with “combined Net profit margin based on total consolidated revenue and net income”. Deloitte’s (2018) Net Profit for Burberry is higher than Deloitte’s (2018) stated industry standard of 8.8%.

3.1.3. Gross Profit Percentage

Demonstrating how variable costs compare to sales (Drury, 2018),  Gross Profit is only slightly decreased in 2018 to 2017, from 69.89% to 69.43%. demonstrate the continuing high profit margins enjoyed by the company. As part of the new sustainability strategy, waste reduction has become a primary focus. Barbour’s figure is significantly smaller, at 52.21% in 2018, demonstrating the economies of scale that Burberry enjoys which is comparable to those that are larger with multiple brands, such as Kering which has a similar figure 65.47% in 2018. 


3.1.4. Return on Assets and Net Return on Assets

Burberry’s ratios are smaller that all three companies used as comparisons for this report so demonstrating less efficiency on assets control by Burberry (Collier, 2015). There is a 3.24% increase in Return on Assets and a comparable 5.45% increase on Net Return on Assets between these two years. There had been a steady decline from 33.39% and 36.87% for net in 2014, down to 36.19% and 36.72% to 21.33% and 23.33% in 2017. The increase in 2018 maybe propped up by the decrease in assets in property and inventory between the two year, with a record high in Net assets for the year 2017. Although healthy, positive figures, a history of declining returns on assets needs examining to ensure that the company has in fact rebound through the difficulties. 

3.2. LIQUIDITY 

3.2.1. Current Ratio

Current Ratio is a healthy 2.79 in 2018 vs 2.29 in 2017, well above the illiquid 1.1 (Warner & Hussain, 2017). This is up considerably from the ideal ratio of 1.92 five years previous in 2014. Explanation to the 2.29 current ratio of 2017 which is a five year low is also found in 2017’s Net Cash flow with Purchase of shares through share buy-back reducing cash flow £97.2M and acquisitions of £68M. An increase consequential of the rise  in cash flow into the businesses by receivables from the selling off of part of the Beauty arm of the business gaining Cash flow of £149.8M in in 2018. 


3.2.2. Acid Test

Acid Test (Quick Ratio) is has steadily increased from 2014 at 1.25 to 2.01 in 2017 and then, 2.04 in 2018, signifying sufficient working capital in the business. The 26.88% difference between the Current and quick ratios, means that over quarter of the business’s current assets is finished goods (97.62%), work in progress (0.14%) and raw materials (2.23%). Burberry may has an inventory problem which is although is decreasing from the previous year, unsold stock not only uses up free capital that could be further invested but also, costs the company additional costs including storage and would thusly improve liquidity (ICAEW, 2009).

3.3. EFFICIENCY 

3.3.1. Capital Employed Turnover

In 2018, just £1.64 was made for every £1 of capital deployed. This is a relatively low amount, which may be improved by higher sales or lower cost of sales, signifying a need for greater efficiency in the journey to the customer (Collier, 2015). Despite a steady decrease in Capital Employed Turnover since 2014, 2018 has seen an increase of 9.3% in from the year previous to 1.64 times which is preferable, it still only equals 2015 figure due to increasing non-current liability. If the liability was to have remained at 2017 levels, while keeping their reduced equity, then turnover of capital employed would have increased to an equivalent level to Barbour 2018. 

3.3.2. Non-current Assets Productivity and Net Asset Productivity

Non-current Assets Productivity has increased to a five year high to 4.01, up 10.97% from 2017. The increase non-asset turnover can be explained by the decrease in the Non-current assets, with “property, plant and equipment” decreasing by 21.52%, along with modest reductions in mostly all non-Currents. This is positive for their efficiency strategy, with the company becoming leaner but maintaining general profitability. 
In comparison, Net Asset Productivity is only 1.64 times, demonstrating a inefficiency of cash kept in Current assets, with ‘cash and cash equivalents’ and ‘Inventory’ making up the lion’s share. Compared to other asset efficiency ratios is low and for the second year in arrow, equal to the turnover of capital Employed. This signifies a long running problem with working capital efficiency, where cash could be better invested to benefit growth (Antrill, 2017). 


3.3.3. Stock Turnover

Stock turnover has improved but a decrease in the amount held in the period between 2017 to 2018, with the Stock Turnover ratio at 2.03 times and 179.2 days in 2018 compared to 1.5 times and 221.4 days in 2017. 2018 ratio is at a five year high and has been increasing since the five year low of 1.55 times and 236.2 days in 2015. This change in ratios maybe the result of the policy change towards increased sustainability, cutting waste. 
To successfully analysis inventory turnover, it is important to assess which portion of the business the inventory is linked (Antrill, 2017). High level of stock is a prerequisite for wholesale to satisfy sales on a fashion Calendar which has a 2-4 times a year production cycle. Using new agile working methods, Burberry could look to reducing inventory further for its retail arm. 

3.3.4. Working Capital Turnover

Calculated by revenue divided by the working capital, as defined as current assets minus current liabilities. Working Capital Turnover has increased from 3 times the amount of working capital to sales in 2017 to 3.64 times in 2018 (17.58% increase) meaning that for every £1 of working capital employed Burberry makes £3.64. with comparison to the Kering this figure is very low but high compared to Hermes and Barbour. Cash surpluses in 2018 have been used for share buyback, but continuing this capital restructuring Burberry could imitate an increase efficiency, so should increase the working capital ratio by better inventory management (Dobbs & Rehm, 2006). 


3.3.5. Debt Collection Period

Debt Collection period has decreased by 9.2 days from the previous year to 27.6 days in 2018. Increased efficiency increases the working cash available to the organisation The figure could be distorted significantly due to Burberry’s sales model where retail customers often pay by cash direct at the point of sale; wholesale: revenue 2018 of £453M, and licencing: £30M, pay through credit.
Pressurising creditors into reducing payment periods could alienate important partnerships, reducing negotiation positions and put adverse pressure on the retail sector which is has suffered sizable difficulties (Warner & Hussain, 2017). 




3.3.6. Creditor Payment Period

Creditor Payment period has increased significantly from 44.7 days in 2017 to 73.7 days in 2018. Increase collection period signals increased efficiency in working capital, providing a cheap source of finance for the business (Antrill, 2017). Burberry must be mindful of not alienating suppliers, who due to the nature of current economic climate are also mindful of their own working capital. Increased pressure on these companies risk making suppliers insolvent, costing Burberry in the long term in terms of skills, quality, price and competitiveness it receives from its supply chain. 

3.4. GEARING 

3.4.1. Interest Cover

 Interest Cover which is the extent that the company can cover the interest on debt options, has more than halved from 2017 to 2018: 219.1 times to 117.3 times. The lowering of the ratio equates to increasing risk to the company, and indicates the businesses’ emergent fiscal strategy (Bhimani, 2017). Burberry has still a lot of scope to increase borrowing, without liquidity issues.  

3.4.2. Gearing 

The debt ration to equity of Burberry is at 28.02% in 2018. This is a decrease of over 7% since 2014 but an increase on the 2017 debt gearing of 24.85%, which also signal a change in debt risk policy under the new CEO, with relatively low risk with gearing under 50%. Many companies reduced their risk appetite regarding debt since the 2008 Crash (Kastelle, 2013), there is risk that shareholder value is not recognised while Burberry is not taking advantage of cheap debt finance to fund expansion, debt is often cheaper after tax than shareholder funds and so can be preferable (Antrill, 2017). With Burberry’s interest cover at still at such a high rate, the Return on Assets funded by higher debt may be in the businesses’ benefit. Capital investment must be given due diligence before any debt is incurred due to prospect of higher gearing causing “the average cost of capital” to increase and “market value of the business will decrease” (Myddelton, 2000, p.147).





3.5. INVESTMENT


3.5.1. Earnings Per Share

[bookmark: _Hlk535473045]The “weighted average number of ordinary shares in issue during the year” 2018 429.4 compared to 442.2 for the year 2017. This results in a Earnings per Ordinary Share is £0.95 for 2018 and £0.89 in 2017, showing an increased profitability for the shareholders of the company (ICAEW, 2009). The ‘Buy Back’ option that Burberry has been pursing lifts the price of the share as EPS is higher as there are less shares in circulation, while increasing divided back to shareholder while altering the equity gearing of the company (Antrill, 2017), a point of planned strategy for Burberry. Investing in assets which can be quickly turned to cash instead of long term physical assets such as property (Tori & Onaran, 2019) maybe a short term method of boosting shareholder wealth and attractiveness of the stock, it may effect long term productivity of assets (Dobbs & Rehm, 2006).

4. Limitations Of Ratio Analysis 

Only historical data can be assessed, so regressive in its outlook (Collier, 2015). Strategy changed under new administration, ratio analysis can thus assess the successfulness of former CEO, discussion to current CEO is limited to a snap shot of the current period: current strategy, though somewhat comparable, there is uncertainty in regards to future success. 
Burberry has seen -1% revenue growth in the period for 2017/2018. Burberry accounts for this loss by the reduced income received by the company by relinquishing control of their beauty line to Coyote (Burberry, 2018). The resulting loss offset the increase in 3% increase in revenue Burberry has received from their retail arm. The subsequent Ratio Analysis calculations can only be truly assessed by comparing to planned targets set by management of the organisation, who should have forecasted effects of strategy on cashflow (Antrill, 2017) . This information is not freely available for the use of this report.
Differences in accounting standards and interpretation of standards made comparison between international competitors difficult, this includes the difference in accounting periods (Collier, 2015). 







5. Conclusion
Burberry’s finances are in a reasonable position for an industry facing a VUCA environment, while being suitably positioned to take advantage of one of the few retail areas experiencing growth, which is the Luxury Goods sector, making laudable efforts to increase sustainable, and save costs through efficiency, working hard to retain shareholders value. 
Burberry is in a position to benefit from opportunities, while being buoyant enough to withstand competitors and environmental pressures. By expanding their appetite for risk and adjusting gearing, taking advantage of cheap debt compared to expensive equity to fund capital expansions, Burberry may be able to move into Deloitte’s top 10.



Recommendations 
· Burberry should look into expanding market share in growing and emerging economies of the EMEA where the retail sector is growing (Deloitte, 2018a), but Burberry has not experienced any significant growth.

· Burberry’s reduced presence Japan due to strategy of eliminating of licences, create the opportunity to reconnect and provide a cleaner, more focused message to consumers while taking financial advantage of the reduced cost associated with existing brand recognition. 


· Encourage sales, taking advantage of the weak pound by pricing their British manufactured goods more competitively against global competitors. 

· Taking advantage of lower British manufacturing costs, the company should:

·  increase investment in British production of goods.

·  Improve in tangible assets such as the quality of skills that employees have by investing in employee development for both hard and soft skills. 


· Invest in better stock controls, to provide better efficiency and free up cash flow.

· Adopt a Just In Time approach, where product completion happens at the time of purchase. Luxury goods retailers like Burberry whom have their own manufacturing facilities, are poised to take advantage of such strategies. 


· Stringently adopt accounting/financial management models such as “The Miller Orr Model” (OpenTuition, 2018), where cash flows are fixed to an upper and lower limits, ensuring working capital is used efficiently, and excess is not dissipated but is ploughed back into investment in the business or to increase shareholder’s funds. This will also give the stakeholders confidence that the business will not become insolvent.

· Careful examination of strategy to decide on how cash surpluses should in future be spent, with the potential for increased revenue generation through acquisitions horizontally with suppliers or vertically with competitors such as J. Barbour & Sons Ltd. 



























References 

ATRILL, P., (2017), Financial Management for Decision Makers, Eighth Edition, Harlow: Pearson Education Limited.
BARBOUR, (2018), A history of J Barbour and Sons Ltd, avaliable [online] at  https://www.barbour.com/uk/our-history, accessed 02/01/2019.
BDC, (2018), 4 Ways To Strengthen Your Business Using Financial Ratios, available [online] at https://www.bdc.ca/en/articles-tools/money-finance/manage-finances/pages/using-financial-ratios-analyze-business.aspx, accessed on 29/12/2018.
BEKAERT, G., & HODRICK, R., (2018), International Financial Management,  First Edition, Cambridge: Cambridge University Press.
BHIMANI, A., (2017), Financial Management for Technology Start-ups: A Handbook for Growth. First Edition, London: Kogan Page Ltd.
BOF; MCKINSY & CO, (2017), The State of Fashion 2018, available [online] at https://cdn.businessoffashion.com/reports/The_State_of_Fashion_2018_v2.pdf, accessed on 15/12/2018.
BURBERRY, (2015), Annual Report 2014/15, available [online] at https://www.burberryplc.com/content/dam/burberry/corporate/Investors/Results_Reports/2015/5-annual_report_2014_15/Report_burberry_annual_r.pdf, accessed on 01/11/2018.
BURBERRY, (2016), Annual Report 2015/16, available [online] at https://www.burberryplc.com/content/dam/burberry/corporate/Investors/Results_Reports/2016/5-annual_report_2015_16/Report_burberry_annual_report_2015-16.pdf, accessed on 01/11/2018.
BURBERRY, (2017), Annual Report 2016/17, available [online] at https://www.burberryplc.com/content/dam/burberry/corporate/Investors/Results_Reports/2017/AnnualReport/Burberry_AR_2016-17.pdf, accessed on 01/11/2018.
BURBERRY, (2018), Annual Report 2017/18, available [online] at https://www.burberryplc.com/content/dam/burberry/corporate/Investors/Results_Reports/2018/Burberry_AnnualReport_FY17-18.pdf, accessed on 01/11/2018.
BURNS, P., (2008),  Corporate Entrepreneurship: Building the Entrepreneurial Organisation, Second Edition, Basingstoke: Palgrave Macmillan. 
BUTLER, S., (2017), Burberry's sales growth slows despite 'exceptional' UK performance, The Guardian, Fri 21 Apr 2017, available [online] at https://www.theguardian.com/business/2017/apr/19/slump-in-burberry-shares-as-global-sales-growth-slows#img-1, accessed on 05/01/2019.
CAPON, C., (2009), Understanding the Business Environment, Third Edition, Harlow: Pearson Education Limited.
COLLIER, P. M., (2015), Accounting for Managers, Interpreting Accounting Information for Decision Makers, Fifth edition. Chichester: John Whiley & Sons Ltd.
DELOITTE, (2017), Global Powers of Luxury Goods 2017: The New Luxury Consumer, [online] at https://www2.deloitte.com/content/dam/Deloitte/global/Documents/consumer-industrial-products/gx-cip-global-powers-luxury-2017.pdf, accessed on 20/12/2018.
DELOITTE, (2018), Global Powers of Luxury Goods 2018: Shaping the future of the luxury industry, [online] at https://www2.deloitte.com/global/en/pages/consumer-business/articles/gx-cb-global-powers-of-luxury-goods.html, accessed on 20/12/2018.
DELOITTE, (2018a), Global Powers of Retailing 2018 Transformative change, reinvigorated commerce, available [online] at https://www2.deloitte.com/content/dam/Deloitte/at/Documents/about-deloitte/global-powers-of-retailing-2018.pdf, accessed on 29/12/2018.
DEMONSTRATING VALUE, (2018), Financial Ratio Analysis, available [online] at https://www.demonstratingvalue.org/resources/financial-ratio-analysi accessed on 15/12/2018.
DOBBS, R., & REHM, W., (2006), The value of share buybacks, Mckinsey Quarterly, available [online] at https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/the-value-of-share-buybacks. (accessed on 02/01/2019).
DRURY, C., (2018), Management and Cost Accounting, Tenth Edition, Hampshire: Centage Learning EMEA.
DUNSTAN, R., (2018), Key Ratios, Week 4: Analysis and Interpretation of Financial Statements 1, SMBA7100D - Financial Management Moodle, available [online] at https://moodle.uwtsd.ac.uk/course/view.php?id=4394.
FELSTED, A., AND HUME, N., (2009), Burberry to check in to FTSE 100, [online] at https://www.ft.com/content/c0fe1d0a-9bf2-11de-b214-00144feabdc0 (accessed on 20/11/2018).
HERMÈS, (2017), 2017 Registration Document Including The Annual Financial Report, available [online] at https://finance.hermes.com/var/finances/storage/original/application/343ce7e59ed850b4c12ef8ff8505abfc.pdf, accessed on 15/12/2018. 
INVESTOPEDIA, (2019), Working Capital, available [online] at https://www.investopedia.com/terms/w/workingcapital.asp. (accessed on 05/01/2019).
J.BARBOUR & SONS,LIMITED, (2017), Annual Report and Financial statements for Year Ending 30st April 2017, found [online] at https://document-api-images-prod.s3.eu-west-1.amazonaws.com/docs/ow_GYbI2BIIjRJw3B6a5aUkfMnv6emgYIctRyZEL3FU/application-pdf?X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Content-Sha256=UNSIGNED-PAYLOAD&X-Amz-Credential=ASIAWRGBDBV3NZQESX7X%2F20190102%2Feu-west-1%2Fs3%2Faws4_request&X-Amz-Date=20190102T193200Z&X-Amz-Expires=60&X-Amz-Security-Token=FQoGZXIvYXdzEJH%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaDCpb9LtaJW7J4Y0l2yK3AwpipHDMxcOzLVH0ZG1SQxK3SsBmGJQ%2Bz8R5AkdZZLwqdHB1S2xLBwrijnhjyIk1TJ%2Fwo3CjNKQlOxFPFShhhOmfkvDiPmb1rCtaWGgRtg6YG0igQnhglwpOveqPFgq%2FELCBgzmWN7HeNGj3mCeR1ZxLIC1jwrWffFOL3JfYjN5SSOHqmlJwyWnJ4mKbZLKBkuyRwmK0AM%2FklrSOlU%2FRebBY48YRKPip6ZmbY9sQPbi%2Fkzt6Ak%2BoThi%2B7EqypHaM57HGbi0k86ci83NLovxadChQQBXGK37Ox0cYxgIHphkLc%2FSf847CcTEwICD5%2B%2FgB7D6dllyptwibpSb47pSMEYoOTSfXOTOYed9oU1TvIjHkAYvyFqGzoEPld%2Flrl8d98SnqhlP%2BQPa4wMbOaBPnZZFZ5shUKlFs2WGkvMD9mxBBSnmewURUcehehYdlhcTwjZVQF0n06iMUcYr%2BMaDKIPPlGy0d1ReajJt5htXcfIz48YOh7BjBm8NYiCPgzODFbmuuq%2F3XO5tnXtmIkZrxLY1mQhnIKCFvxhPcI6vBfOaeXWkfSA33znrOOmaab3SDN%2BAMn1DdHOMo8LWz4QU%3D&X-Amz-SignedHeaders=host&X-Amz-Signature=19d1c0269e5ad212d33b49263698a280e3266643d15e59804cd4aace23195372, accessed 15/12/2018.
KERING, (2017), Reverence Document 2017, [online] at http://www.kering.com/sites/default/files/document/kering-ddr_va_vdef-290317-miseenligne.pdf, accessed 15/11/2018.
KERING, (2017a), Debt Financing and other information, [online] at http://www.kering.com/en/finance/debt-financing, accessed 15/12/2018.
LONDON STOCK EXCHANGE, (2018), Burberry Group plc, available [online] at https://www.londonstockexchange.com/exchange/prices-and-markets/stocks/new-and-recent-issues/new-recent-issue-details.html?issueId=605. Accessed 20/12/2018.
LVMH, (2018), 2017 Annual report, available [online] at  https://r.lvmh-static.com/uploads/2018/03/lvmh_ra_2017-va.pdf, accessed on 15/12/2018.
MCCLURE, B., (2018), Spotting profitability with return on capital employed, Investopedia, available [online] at https://www.investopedia.com/articles/stocks/05/010305.asp, accessed on 03/01/2019.
MYDDELTO, D. R., (2000), Managing Business Finance, First Edition, Harlow: Pearson Education Limited.
OFFICE OF NATIONAL STATISTICS,(2018), Retail sales, Great Britain: November 2018, available [online] at https://www.ons.gov.uk/businessindustryandtrade/retailindustry/bulletins/retailsales/november2018, accessed on 29/12/2018.
OPENTUITION, (2018), ACCA Financial Management (FM) Notes: Chapter 3 Manageing Working Capital, available [online] at https://opentuition.com/acca/fm/acca-financial-management-fm-notes/, (accessed on 02/01/2019).
ROBINSON P. K., HSIEH L., (2016), Reshoring: a strategic renewal of luxury clothing supply chains, Operations management research : advancing practice through research. Vol.9(3-4), p.89-101
TIM KASTELLE, (2013), Few People Understand The Difference Between Risk And Genuine Uncertainty, Business Insider, available [online] at https://www.businessinsider.com.au/difference-between-risk-and-uncertainty-2013-3, (accessed on 02/01/2019).
TORI, D. AND ONARAN, O., (2019). Financialisation, financial development, and investment: evidence from European non-financial corporations. Socio-Economic Review, mwy044, https://doi-org.ezproxy.uwtsd.ac.uk/10.1093/ser/mwy044. 
WARNER, S. & HUSSAIN, S., (2017), The Finance Book, First Edition, Harlow: Pearson Education Limited.
























[bookmark: _GoBack]
(WORDS= 2,700)
Appendix 1:  Results of Burberry Ratio Analysis
	Financial year ending=
	April 31st 2014
	April 31st 2015
	April 31st 2016
	April 31st 2017
	April 31st 2018

	Profitability
	
	
	
	
	

	Return on Capital Employed
	34.49%
	28.56%
	23.56%
	21.39%
	24.64%

	Net Profit
	19.12%
	17.45%
	16.02%
	14.26%
	15.01%

	Gross Profit
	71.19%
	69.97%
	70.1%
	69.89%
	69.43%

	Return on Assets
	33.39%
	27.65%
	22.69%
	21.33%
	24.57%

	Return on Net Assets
	36.87%
	30.33%
	24.87%
	23.33%
	28.78%

	Liquidity
	
	
	
	
	

	Current Ratio
	1.92 times
	2.3 times
	2.77 times
	2.29 times
	2.79 times

	Acid Test
	1.25 times
	1.55 times
	1.87 times
	2.01 times
	2.04 times

	Efficiency
	
	
	
	
	

	Capital Employed Turnover
	1.80 times
	1.64 times
	1.46 times
	1.5 times
	1.64 times

	Working Capital Turnover
	4.02 times
	3.35 times
	2.63 times
	3 times
	3.68 times

	Non-Current Assets Productivity
	3.9 times
	3.01 times
	3.07 times
	3.57 times
	4.01 times

	Net Asset Productivity
	1.75 times
	1.58 times
	1.42 times
	1.5 times
	1.64 times

	Stock Turnover
	1.68 times
	1.74 times
	1.55 times
	1.65 times
	2.03 times

	Stock Turnover in days
	216.6 days
	210.3 days
	236.2 days
	221.4 days
	179.2 days

	Debtor Collection Period
	36.3 days
	37.7 days
	41.4 days
	36.8 days
	27.6 days

	Creditor Payment Period
	58.5 days
	56.4 days
	55.7 days
	44.7 days
	73.7 days

	Gearing
	
	
	
	
	

	Gearing 1
	35.15%
	29.31%
	25.62%
	24.85%
	28.02%

	Investment
	
	
	
	
	

	Earnings Per Ordinary Share
	£1661.5
	£1705.5
	£1573
	£1438.5
	£1468

	Interest Cover
	139.2 times
	115.9 times
	175.2 times
	219.1 times
	117.3 times







Appendix 2: Key Financial Ratios
Richard Dunstan (2018)
Moodle: Financial Management SDMA7100D

Analysis & Interpretation of Accounts - (Some Key Ratios)

Profitability
	(P) Return on Capital Employed =
	Profit before Interest and Tax
          Capital Employed 

	x 100%

	
 (N.B Capital Employed = Ordinary Shares + Reserves (retained profits) + Long Term    Loans+ Finance Leases + Hire Purchase Agreements )

(Profit before interest and tax is also known as operating profit)



	
(P)  % Net Profit =

	
Profit before Interest and Tax
                  Sales

	
x 100%

	

	(  Net Profit = Profit before interest and tax or operating profit)


	
	
	

	(P) % Gross Profit =
	             Gross Profit
                  Sales

	x 100%

	
	
	

	(  Gross Profit = Sales – Cost of Sales)


	

	(P) % Return on Assets =
	Profit before Interest Tax
Non Current Assets+Current Assets-Current Liabilities

	x100%

	(P) % Return on Net Assets=
	Profit before Interest and Tax
*Non Current Assets + Current Assets – Current Liabilities – Long Term Liabilities

( *Net Assets )
	x100%

	
	
	



                                                               Liquidity
	(L) Current Ratio =
	Current Assets
Current Liabilities



	(L) Quick Ratio or Acid Test=
	Currents Assets- Stock
Current Liabilities




                                                             Efficiency
	(E) Capital Employed Productivity  
	Sales
Capital Employed


	(E) Working Capital Turnover =
	Sales           or               Sales
Working Capital             C.Assets -C.Liabilities



	(E) Non Current Asset Productivity 
       
	Sales
Non Current Assets



	(E) Net Asset Productivity  =
      
	Sales
Non Current Assets +Current Assets-Current Liabilities



	(E) Stock Turnover or in days =
	Cost of Sales       OR           Stock             x365
         Stock                          Cost of Sales



	(E) Debtor Collection Period =
     ( Receivables )
	                       Receivables         x 365 days
                              Sales (credit)



	(E) Creditor Payment Period =
     ( Payables )
	             Payables      x 365 days
                     Cost of Raw Materials



	
	

Gearing



	(G) Gearing  =
	Long Term Borrowings   x 100%
* Long Term Borrowings+ Ordinary Shares and Reserves

( *Long Term Capital Employed )

Or

Long Term Borrowings                                                      x  100%
Shareholders’ Funds

 





                                                                 Investment  
	(I)Earnings per share =
	Profit after Interest and Tax
Number of Ordinary Shares Issued



	(I) Dividend Cover =
	Profit after Interest and Tax
Dividend Paid



	(I) Dividend Yield =
	Dividend per Share              x 100%
Market Value Per Share



	(I) Interest Cover =
	Profit before Interest and Tax
Interest on Long Term Borrowings



	(I)Return on Equity =
	Profit after Interest and Tax  x 100%
Ordinary Shares + Reserves



	(I) Price / Earnings (P/E) =
	Current Share Market Price
Earnings per Share





(Dunstan, 2018)







Competitor Analysis
Appendix 3: Comparison of a Sample of Direct Competitors

Competitors chosen to benchmark against, with consideration to size, product mix and geographical location: 
· Kering SCA Group: French parent company to Global Luxury Fashion brands such as Alexander McQueen, Gucci and Balenciaga, as well as lifestyle brands such as Volcum and Puma, each brand with its own product divisions which include accessories, women’s & men’s wear, and often children’s wear plus beauty (Kering Group, 2018). Global Competitor (Drury, 2018, p. 10), directly comparable to Burberry Kering is no. 5 in Deloitte’s Top 100 luxury goods companies by sales, Burberry: no.18 (Deloitte, 2018); 
· Hermès International SA, the French luxury goods brand, with fourteen separate product divisions.(Hermès, 2018), number 12 in the Deloitte top 100 (Deloitte), six places above Burberry in terms of sales. Both brands are comparative in terms of stores, second-party retailers stocking goods, online presents and products offerings making Hermes a direct competitor to Burberry.
· J. Barbour & Sons Limited : Private British Company, of luxury heritage brand, no. 93 on Deloitte’s Top 100 luxury goods companies by sales (Deloitte, 2018). Barbour like Burberry has roots in traditional British Heritage Apparel, is diversifying, having released a modern menswear collection shown at BFW in 2016 and a new ready-to-wear collection for A/W 2018 (Barbour, 2018), taking the company from a niche market to a emergent, direct competitor for Burberry.














Appendix 4: Burberry vs. Kering Group Ratio Analysis
	
	Burberry

	Burberry
	Kering
Group
	Kering Group
	

	Financial year ending=
	April 31st 2017
	April 31st 2018
	December 31st 2016
	December 31st 2017
	

	Profitability
	
	
	
	
	

	Return on Capital Employed
	21.39%
	24.64%
	7.44%
	14.14%
	

	Net Profit
	14.26%
	15.01%
	11.14%
	17.49%
	

	Gross Profit
	69.89%
	69.43%
	62.9%
	65.47%
	

	Return on Assets
	21.33%
	24.57%
	7.17%
	13.66%
	

	Return on Net Assets
	23.33%
	28.78%
	11.54%
	21.43%
	

	Liquidity
	
	
	
	
	

	Current Ratio
	2.29 times
	2.79 times
	1.15 times
	1.27 times
	

	Acid Test
	2.01 times
	2.04 times
	0.65 times
	0.8 times
	

	Efficiency
	
	
	
	
	

	Capital Employed Turnover
	1.5 times
	1.64 times
	0.67 times
	0.81 times
	

	Working Capital Turnover
	3 times
	3.68 times
	16.7 times
	9.96 times
	

	Non-Current Assets Productivity
	3.57 times
	4.01 times
	0.67 times 
	0.85 times
	

	Net Asset Productivity
	1.5 times
	1.64 times
	0.64 times
	0.78 times
	

	Stock Turnover
	1.65 times
	2.03 times
	1.89 times 
	1,98 times
	

	Stock Turnover in days
	221.4 days
	179.2 days
	193.2 days
	184.3 days
	

	Debtor Collection Period
	36.8 days
	27.6 days
	35.26 days
	32.23 days
	

	Creditor Payment Period
	44.7 days
	73.7 days
	87.25 days
	84.73 days
	

	Gearing
	
	
	
	
	

	Gearing 1
	24.85%
	28.02%
	27.08%
	26.22%
	

	Investment
	
	
	
	
	

	Earnings Per Ordinary Share*
	£1438.5
	£1468
	£1.56 
(€1.74)
	£3.31
(€3.70)
	

	Interest Cover
	219.1 times
	117.3 times
	6.84 times
	4.17 times
	


*Euro to Pound exchange rate of 1 Euro= 0.90 pound sterling as of December 20th 2018 (Google, 2018).


Appendix 5: Burberry vs. Hermès International SCA Ratio Analysis
	
	Burberry

	Burberry 

	Hermès
	Hermès
	

	Financial year ending=
	April 31st 2017
	April 31st 2018
	December 31st 2016
	December 31st 2017
	

	Profitability
	
	
	
	
	

	Return on Capital Employed
	21.39%
	24.64%
	38.83%
	32.48%
	

	Net Profit
	14.26%
	15.01%
	0.56% **
	0.96% **
	

	Gross Profit
	69.89%
	69.43%
	44.2%
	46.12%
	

	Return on Assets
	21.33%
	24.57%
	73.93%
	82.07%
	

	Return on Net Assets
	23.33%
	28.78%
	41.79%
	82.83%
	

	Liquidity
	
	
	
	
	

	Current Ratio
	2.29 times
	2.79 times
	6.98 times
	6.46 times
	

	Acid Test
	2.01 times
	2.04 times
	NA
	NA
	

	Efficiency
	
	
	
	
	

	Capital Employed Turnover
	1.5 times
	1.64 times
	0.05 times
	0.07 times
	

	Working Capital Turnover
	3 times
	3.68 times
	0.07 times
	0.08 times
	

	Non-Current Assets Productivity
	3.57 times
	4.01 times
	0.45 times
	0.44 times
	

	Net Asset Productivity
	1.5 times
	1.64 times
	0.06 times
	0.06 times
	

	Stock Turnover
	1.65 times
	2.03 times
	NA
	NA
	

	Stock Turnover in days
	221.4 days
	179.2 days
	NA
	NA
	

	Debtor Collection Period
	36.8 days
	27.6 days
	1537.3 days
	1056.1 days
	

	Creditor Payment Period
	44.7 days
	73.7 days
	1464.8 days
	1554.5 days
	

	Gearing
	
	
	
	
	

	Gearing 1
	24.85%
	28.02%
	1.16%
	0.99%
	

	Investment
	
	
	
	
	

	Earnings Per Ordinary Share*
	£1438.5
	£1468
	£18.15
(€20.28)
	£12.95
(€14.47)
	

	Interest Cover
	219.1 times
	117.3 times
	
	
	


** Net Profit calculated for core business activities which is comparative with Burberry. True Net Profit which includes profit from licencing is 714.08% 2016 and 1335.55% 2017. 
*Euro to Pound exchange rate of 1 Euro= 0.90 pound sterling as of December 20th 2018 (Google, 2018).
Appendix 6 : Burberry vs. J. Barbour & Sons Ltd Ratio Analysis
	
	Burberry
	Burberry

	Burberry
	J.Barbour & Sons Ltd
	J.Barbour & Sons Ltd

	Financial year ending=
	April 31st 2016
	April 31st 2017
	April 31st 2018
	April 31st 2016
	April 31st 2017

	Profitability
	
	
	
	
	

	Return on Capital Employed
	23.56%
	21.39%
	24.64%
	30.9%
	26.53%

	Net Profit
	16.02%
	14.26%
	15.01%
	13.76%
	15.97%

	Gross Profit
	70.1%
	69.89%
	69.43%
	52.22%
	52.1%

	Return on Assets
	22.69%
	21.33%
	24.57%
	30.37%
	24.72%

	Return on Net Assets
	24.87%
	23.33%
	28.78%
	30.36%
	24.79%

	Liquidity
	
	
	
	
	

	Current Ratio
	2.77 times
	2.29 times
	2.79 times
	4.82 times
	5.62 times

	Acid Test
	1.87 times
	2.01 times
	2.04 times
	3.37 times
	4.33 times

	Efficiency
	
	
	
	
	

	Capital Employed Turnover
	1.46 times
	1.5 times
	1.64 times
	2.25 times
	1.66 times

	Working Capital Turnover
	2.63 times
	3 times
	3.68 times
	2.52 times
	1.72 times

	Non-Current Assets Productivity
	3.07 times
	3.57 times
	4.01 times
	17.79 times
	16.45 times

	Net Asset Productivity
	1.42 times
	1.5 times
	1.64 times
	2.21 times 
	1.55 times

	Stock Turnover
	1.55 times
	1.65 times
	2.03 times
	316 times
	2.86 times

	Stock Turnover in days
	236.2 days
	221.4 days
	179.2 days
	115.5 days
	127.6 days

	Debtor Collection Period
	41.4 days
	36.8 days
	27.6 days
	25.27 days
	36.15 days

	Creditor Payment Period
	55.7 days
	44.7 days
	73.7 days
	79.32 days
	95.20 days

	Gearing
	
	
	
	
	

	Gearing 1
	25.62%
	24.85%
	28.02%
	1.4%
	0.42%

	Investment
	
	
	
	
	

	Earnings Per Ordinary Share
	£1573
	£1438.5
	£1468
	£75.15
	£78.40

	Interest Cover
	175.2 times
	219.1 times
	117.3 times
	119.8 times
	314.9 times
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