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Executive Summary
Dell Technologies Inc is an American multinational electronic brand. The company has been aggressively generating changes in the operational scope. The firm’s brief history has been aligned with evidence-based information about annual revisions. Financial performance of Dell Technology Inc has been assessed in this report. Profitability, liquidity, gearing, and efficiency has been assessed for the company by comparing the outcomes with closest competitor HP Inc. This report has also evaluated the performance of Dell Technology in terms of critical observations from the annual reports. Further, recommendations have been aided to inform suitable scope for improved financial management. the scope of NPV, ARR, and Payback period has been computed for both projects. The next part evaluates project B is feasible for investment by the company. It is an imperative aspect for the management to consider non-financial factors for considering investment at any project.
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[bookmark: _11q1na9leydw][bookmark: _uxqlto179jwe][bookmark: _Toc162546876]Part A
[bookmark: _uapo84spaca5][bookmark: _Toc162546877]Brief History
Dell Technologies Inc is an American multinational firm headquartered in Texas. This firm was developed with a purpose of developing technologies that drive human progress (Dell Technologies, 2024). The sole strategy of the firm has been described as leveraging its strengths to extend its leadership and captivate new growth opportunities. The firm has been operating with an employee strength of 133000 (Statista, 2023). Alongside the vision of the firm has been to establish itself as the most essential technology partner. Currently, the firm is operating under the leadership of CEO, Michael Dell (Dell, 2024). The product range offered by Dell includes computers, peripheral devices, printers, data storage devices, software and servers.
[bookmark: _yt8mxjyqgsa7][bookmark: _Toc162546878]Industry
Dell Technologies has been currently operating within the computer hardware and software industry along with diversified services within networking, consultancy and cloud computing domains. (echCrunch, ZDNet)
[bookmark: _vyrswv8jdo76][bookmark: _Toc162546879]Business Model
Dell Technologies have been operating with a direct business model by catering to diverse customer suggestions. The company has developed a separate communication platform named Dell IdeaStorm (Dell, 2024). Customers offer diverse suggestions upon current and future products and services on this platform. Dell uses such suggestions to revise their products and ensure maximum customer satisfaction.
[bookmark: _df65aaldkba1][bookmark: _Toc162546880]Market Place
The target market of Dell includes employees, businessmen, and students. Dell has been effectively operating within American, European, Middle- Eastern, African, and Asian countries. It has been globally operating across 180 countries with two business units (Statista, 2024). The business units are segregated in terms of infrastructure solutions and client solutions.
[bookmark: _kzuzdghf0uk0][bookmark: _Toc162546881]Major Competitors
The closest competitors of Dell have been optimised as HP Inc, IBM, Lenovo, Apple, Microsoft, Samsung, and Oracle (Global Data, 2024). 
[bookmark: _7oftb8oikjza][bookmark: _Toc162546882]Major Events over Past 5 Years
2023: Chuck Whitten, COO had resigned Dell after lay-off of 6650 employees (CRN, 2023). The company had radically compensated core sellers to channelise the deals through their new channel thereby leading to further lay-offs.
2022: Dell Technologies had announced their collaboration with Amazon Web Service, Azure, and Snowflakes during 2022 (CRN, 2022). It was introduced to establish new ransomware, new cloud experience and expanded SaaS ecosystem.
2021: Dell had been optimising the scope of using other chips manufactured by AMD and Nvidia by replacing their age old partner Intel. The firm had launched new “PowerEdge” servers during this year that used AMD chips (CRN, 2021). The firm was inclined towards using more innovative chips.
2020: Project APEX offered Dell to scale up their business to new heights. The flexible consumption approach enabled Dell to pay for only those services which have been used by the firm (Forbes, 2020). This will suggest the company to focus more on strategic business goals due to deployment of IT services to third parties.
2019: The “Dell EMC Partner Program” officially ended during 2019. “Dell Technologies Partner Program” was newly introduced as a channel for channelling easier sales and increased profitability (CRN, 2024). Different products purchased through this program shall be accountable towards tier status and revenue facilitating increased time for partners to motivate sales.
[bookmark: _Toc162546883]Part B: Critical review of financial performance
[bookmark: _j996shw7xzen][bookmark: _Toc162546884]Computation of financial ratios
Profitability
	Details ($, 2023)
	Formula
	Amount (Mn)

	"Net Income"
	"[Net Income/ Total Revenue] *100"
	3211

	"Total Revenue"
	
	88425

	"Net Income Margin"
	
	3.63%


Table 1: “Net Income Margin- Profitability”
(Source: Self-developed)
This table shows the Net Income, Total Revenue, and calculated Net Income Margin for 2023. It also includes the formula used to calculate the Net Income Margin.
Net income of Dell Technologies Inc. has been computed as 3.63% implying 96.37% totalled as expenses during 2023. The scope of expenses is too high for this company since profitability is significantly low in terms of sales generated during the year. As stated by (Surur et al., (2020)), effective control over direct and indirect expenses could generate increased profitability. Both direct and indirect expenses of Dell have remained considerably high producing low profitability.
Liquidity
	Details ($, 2023)
	Formula
	Amount (Mn)

	"Current Assets"
	"Current Assets/ Current Liabilities"
	35947

	"Current Liabilities"
	
	48494

	"Current Ratio"
	
	0.74


Table 2: “Current Ratio- Liquidity”
(Source: Self-developed)
Current ratio of Dell Technologies Inc. has been computed as 0.74 implying lack of adequate current assets (Wall Street Prep,). The sum of current liabilities is extensively high as compared to short-term liabilities. Increased access of current assets suggests financial solvency of a firm during an accounting period (Vu, Truong, and Dinh, 2020). Current liabilities of the firm are required to be minimised for sustaining financial solvency.
Gearing
	Details ($, 2023)
	Formula
	Amount (Mn)

	"Total Debt"
	"Total Debt/ Total Equity"
	84398

	"Total Equity"
	
	-2309

	"Debt to Equity Margin"
	
	-36.55


Table 3: “Debt to Equity Margin- Gearing”
(Source: Self-developed)
Debt margins of Dell Technologies Inc. have remained extensively high causing a major gap between debts and equities. The sum of equity has been negatively reported due to previous deficit and treasury stock. As discussed by (Budhathoki and Rai (2020)), optimal use of debts with equity capital could help the firm reduce the WACC during an accounting period. Growth in accumulated profits will help Dell to improve its gearing margin.
Efficiency
	Details ($, 2023)
	Formula
	Amount (Mn)

	"Closing Inventory"
	"[Closing Inventory/ Cost of Goods Sold] *365"
	3622

	"Cost of Goods Sold"
	
	67556

	"Inventory Days"
	
	20


Table 4: “Inventory Days- Efficiency”
(Source: Self-developed)
Inventory holding period of Dell Technologies Inc. is computed as 20 days. Due to decreased shelf life of goods, saleability of the company is exceedingly low. As informed by (Perez et al. (2021) ), reduced inventory holding period ensures increased saleability of products by an organisation. Increasing sales in competitive areas are likely to improve the current inventory holding period by considerable margins.
[bookmark: _8322zpmbebfo][bookmark: _Toc162546885]Critical evaluation of computed ratios
Profitability
Profitability ratios are computed to evaluate the financial performance of an organisation during a given period of time (Corporate Finance Institute ). As discussed by (Choiriyah et al. (2020)), it assesses the scope of returns based on sales generated during the year. This measure reflects the net sum of expenses dealt by the firm to sustain adequate returns. In case of this company, it has been observed that the profitability margin is below 4%. Thus, more than 96% has been spent by the company during 2023. Based on the income statement, it has been derived that Dell’s sales have declined since previous year by significant margins (Dell Technologies, 2024). Net revenue generated from products have reduced by considerable proportions thereby affecting net funds available for meeting annual expenses. It has been observed that direct costs of the firm have been significantly high acquiring at most 76% of the annual sale. Thus, a very low sum of funds is available for meeting the indirect expenses during the year. 
Low sales phenomenon has been majorly affecting the net income margin. However, profitability margin has increased since previous year because the sum of gains during 2022 was $2442 million while sales were $79250 (79,250,000,000) (Dell Technologies, 2024). Growth in sum of profitability suggests improved financial performance of the company. As described by (Liu et al. (2020)), an increased amounts of profits with reduced sales are beneficial for an organisation. This trend of profitability is expected to improve in future years thereby escalating financial performance of the firm. Increased control over expenses could majorly improve profit retention of Dell Technologies.
Liquidity
Liquidity of an organisation suggests the scope of current assets over short-term liabilities (FinanceJup). This phenomenon equates the sum of short-term assets with current scope of indebtedness of the firm. As per (Sonia and Khafid (2020)), measuring this aspect will help to govern the current assets by gathering sufficient funds to manage the current liabilities. However, in case of Dell Technologies, it has been observed that current assets fell short of the sum of current liabilities. It implies that working capital of the company is negative thereby causing disruption in business operations. It has been derived that current assets are only 74% of current liabilities (Dell Technologies, 2024). Thus, 26% of the short-term liabilities are uninsured against current assets. This will require the company to introduce more funds for managing optimal business operations.
Based on the liquidity position of Dell Technologies, it has been assessed that financial solvency of the firm is currently in a disrupted state. There is a major lack of funds experienced by the company while managing short-term business operations. It has been observed that decline in current assets are in higher proportion than that of current liabilities. This has led to reduced control over current liabilities of the firm. There has been a continuous dearth in terms of working capital of the firm since previous year. Significant reduction in current liabilities could help to manage the company’s liquidity position (Zimon et al., 2021). This phenomenon will also help to manage the firm’s working capital thereby reducing pressure on debt funds. Reducing payment days to creditors will eventually help to reduce the gap in liquidity.
Gearing
Gearing margin assesses the scope of debt and equity funds maintained by the company during a given period (AccountingTools). It evaluates the proportion of debt holdings against equity owned by the shareholders. As described by Godfrey et al. (2021), this computation also informs the scope of financial expenses to be qualified by the firm during year end. Computed outcome suggests debt funds are exceedingly high for Dell Technologies. However, proportion of equity is reported negatively due to the existence of treasury stock and accumulated losses since previous years. Although the firm has paid-up common stock worth $8926 million, the sum of treasury and accumulated losses are producing negative values (Dell Technologies, 2024). Increased sum of accumulated profits could help the firm to generate positive outcomes in this context.
Gearing margin is an effective indicator of financial flexibility of an organisation. It reflects the dependence upon debt funds along with the scope of financial expenses that have to be dealt. It has been observed that total liabilities and shareholder’s funds have improved since previous year but are subject to affect the current solvency status. Although Dell Technologies have generated increased funds from issuance of common stocks, the sum of treasury stock is significantly high during 2023 (Dell Technologies, 2024). This phenomenon is majorly affecting the gearing outcome. Due to extensive deficit in shareholder’s funds, the gearing margin is appropriating a negative outcome. The company could minimise this sum of debts by generating substantial profits and thereby improving the valuation in markets.
Efficiency
Efficiency of an organisation depends upon the ability of managing the cash operating cycle for sustaining adequacy of working capital (Wall Street Mojo). It emulates the scope of acquiring funds by managing debtors, creditors, and inventory during an annual period. Efficiency accounts for computing the days taken to acquire funds from debtors and selling inventory along with paying out creditors. In case of Dell Technologies, it has been observed that inventory holding period is 20 days implying a reasonably shortened span of time to sell the produced goods. Based on this aspect, it has been viewed that closing inventory has reduced since 2022 suggesting increased saleability (Dell Technologies, 2024). Alongside, it can be ascertained that the company has managed efficiency in terms of selling the products in such a competitive market.
Cost of sales considered for computation suggests decline by considerable margins since 2022. The reduction in closing inventory has been greater in proportion than compared to cost of sales. This phenomenon has resulted in a reduced inventory holding period for the company. As stated by Wang, (Akbar and Akbar (2020)), reduced inventory holding period suggests escalated scope of sales during the year. It will help Dell Technologies to sustain adequate funds by selling the stock. It is expected to deliver the company with a competitive advantage during current and future years. Firms are expected to generate increased availability of funds by ensuring reduced shelf-life of products in the company’s portfolio. Significant growth in profits are also ascertained through escalated efficiency of generating funds from market operations.
[bookmark: _3lqlbyxk5f1a][bookmark: _Toc162546886]Comparison with HP
An optimal competitor of Dell Technologies could be identified as HP Inc (TechTarget)2024. Both companies have a similar type of product portfolio and operate in equivalent international markets. The scope of “profitability, liquidity, gearing, and efficiency” are measured and compared for both firms to illustrate the scope of competence and future potential. These measures will help to assess the financial performance of both companies during 2023. The computed outcomes of both companies during the recent years are tabulated below.

	Details ($, 2023)
	DELL
	HP

	"Net income Margin"
	3.63%
	6.07%

	 
	 
	 

	"Current Ratio"
	0.74
	0.73

	 
	 
	 

	"Debt to Equity Margin"
	-36.55
	-35.62

	 
	 
	 

	"Inventory Days"
	20
	59


Table 5: Comparative outcome of Dell and HP
(Source: Self-developed)
Profitability
[image: ]
Figure 1: Profitability Position
(Source: Self-developed)
Profitability of companies is an effective indicator of financial success attained during the accounting period. Based on the graphical presentation, it is evident that HP has performed better in terms of generating end of the year profits. However, size of business operations for both companies differ during the given accounting period. It can be ascertained that the net income of HP Inc is marginally above Dell Technologies’. As opinionated by (Dirman (2020)), proportion of expenses during an accounting period is an effective indicator of profitability to be managed by the company. Revenue of HP Inc, on another hand is lower than that of Dell Technology. This is a considerable factor for evaluating the competency of Dell Technology against HP Inc. Although increased revenue provides Dell with greater market share, HP Inc has been managing increased profitability to ensure improved financial performance. Based on the outcome, it is evident that the financial performance of HP Inc is better than that of Dell Technology. Direct and indirect expenses of HP Inc are efficiently controlled to appropriate increased profitability during 2023 (HP, 2024). A major point of concern for Dell Technologies is the increasing scope of competitiveness optimised for HP Inc. Sum of indirect expenses for HP Inc is considerably lower than Dell Technology’s. This phenomenon is creating a major difference in profitability of both firms.
Liquidity
[image: ]
Figure 2: Liquidity Position
(Source: Self-developed)
Liquidity measures a company's ability to meet its short-term obligations. Both Dell Technologies and HP Inc. have similar liquidity positions, but their current assets are lower than their current liabilities in 2023【NetSuite】. This shortfall indicates that both firms struggle to maintain sufficient working capital.
HP Inc. has lower current liabilities, almost half that of Dell Technologies, suggesting a lower risk of financial insolvency【HP, 2024】. Dell Technologies, with higher current liabilities, faces greater solvency risk due to its larger operations and the need for substantial daily funding. This can impact the company's ability to continue as a going concern, posing a challenge for its competitiveness.
Excess current assets are beneficial for meeting short-term obligations, but both companies lack this buffer【Al-Kahtani, 2023】. Dell's higher liabilities suggest it may require additional investment to maintain operations, increasing financial risk compared to HP Inc.
Gearing
[image: ]
Figure 3: Gearing Margin
(Source: Self-developed)
[bookmark: _GoBack]Capital structure is a mix of debt and equity funds. Comparing Dell Technologies and HP Inc., HP's debt-to-equity ratio is better than Dell's. Both companies have negative shareholder funds due to high debt usage in 2023, impacting financial expenses【CFA Institute】.

However, HP Inc. has lower debt in its capital structure, with $38,073 million, compared to Dell's higher debt【HP, 2024】. This lower debt proportion reduces risk, offering a competitive advantage. Dell Technologies, with higher debt, faces greater financial strain from loan repayments. Reducing debt can help both companies minimize future financial expenses. While HP Inc. has a better capital structure due to lower debt, it needs to generate sufficient profits to improve its shareholder funds【Afiezan, Wijaya, and Claudia, 2020】.
Efficiency
[image: ]
Figure 4: Efficiency Scale
(Source: Self-developed)
[bookmark: _mrjqupinzxz8][bookmark: _Toc162546887]Inventory days measure the time it takes to sell produced stock, reflecting a company's saleability and market performance. Dell Technologies has a significantly lower inventory days count compared to HP Inc., indicating faster stock turnover and higher saleability. This advantage contributes to Dell's higher sales revenue and lower closing inventory, which provides a competitive edge over HP Inc【Dell Technologies, 2024】.
Dell's reduced inventory days suggest an efficient sales cycle, minimizing excess stock and associated costs. In contrast, HP Inc.'s longer inventory days indicate a slower turnover, potentially impacting working capital due to excess stock from previous years. To remain competitive, firms should reduce closing inventory to maintain asset flexibility and avoid increased costs from overstocking.Recommendations for improving financial management
Few recommendations are proposed to ensure improvement in terms of financial management.
Controlling direct and indirect expenses
 By sourcing raw materials locally and employing local labor for manufacturing, Dell Technologies can reduce production costs. This strategy not only cuts expenses but also leads to economies of scale. The company should consider recruiting local talent to manage its global manufacturing operations. Activity-based costing techniques can ensure accurate cost estimations and reduce unnecessary expenses, leading to more competitive pricing.
Offering discounts to customers for immediate payment
 Providing discounts for early payments can boost cash flow and reduce inventory and trade receivable periods. This strategy encourages customers to pay sooner, improving liquidity and working capital. It also strengthens competitiveness, as it can attract more customers and increase market share through competitive pricing.
Repayment of debts
[bookmark: _Toc162546888]Reducing debt lowers financial expenses and risks of insolvency. By repaying debts with profits from recent years, Dell Technologies can improve its debt-to-equity margin. This reduction in financial obligations increases the company's financial flexibility and reduces the burden of loan repayments. It can also help the company maintain a more stable capital structure, providing security against economic downturns and reinforcing the scope of going concern.
Part C
[bookmark: _9zhvllo1mhzl][bookmark: _Toc162546889]1. Computation of Project Appraisal Techniques
Payback Period
	Year
	Cash Flow - A (£,m)
	Cumulative Cash Flow (£,m)

	0
	-5000
	-5000

	1
	2500
	-2500

	2
	2000
	-500

	3
	1000
	500

	4
	-442
	58

	Payback Period
	2 years 6 months

	Year
	Cash Flow - B (£,m)
	Cumulative Cash Flow (£,m)

	0
	-1000
	-1000

	1
	1500
	500

	2
	1000
	1500

	3
	1000
	2500

	4
	-470
	2030

	Payback Period
	8 months


Table 6: PBP
(Source: Self-developed)
The payback period measures the time it takes for a project to generate enough cash flow to recover the invested capital. Project B has a shorter payback period than Project A, indicating it recovers its investment more quickly. Project A requires five times the investment of Project B, leading to a longer payback time. Consistent cash flows with a lower investment result in faster returns【Nukala and Prasada Rao, 2021】.
Given its shorter payback period, Project B is more favorable for investment. It offers a quicker return on investment due to lower initial capital and high cash flows in the early years.
Accounting Rate of Return
	Year
	Cash Flow - A (£,m)

	0
	-5000

	1
	2500

	2
	2000

	3
	1000

	4
	-442

	"Accounting Rate of Return"
	25.29%

	Year
	Cash Flow - B (£,m)

	0
	-1000

	1
	1500

	2
	1000

	3
	1000

	4
	-470

	"Accounting Rate of Return"
	75.75%


Table 7: ARR
(Source: Self-developed)
Accounting returns compare average income to average investment to assess a project's return potential. According to (Noury et al. (2020)), average cash flows are based on expected income during a given year. The accounting rate of return (ARR) for Project B is 75.75%, indicating it offers much higher returns than Project A, which has an ARR of 25.29%. This difference shows Project B is more profitable than Project A. Higher operating cash flows increase average earnings, which leads to better returns on investment. Since Project B requires lower average investment, its ARR is significantly higher, confirming its profitability advantage over Project A【Noury et al., 2020】.
Net Present Value
	Year
	Cash Flow - A (£,m)
	Discounting factor @ 0.75%
	Present Value (£,m)

	0
	-5000
	1
	-5000

	1
	2500
	0.993
	2481.39

	2
	2000
	0.985
	1970.33

	3
	1000
	0.978
	977.83

	4
	-442
	0.971
	-428.98

	"Net Present Value"
	0.57

	Year
	Cash Flow - B (£,m)
	Discounting factor @ 0.75%
	Present Value (£,m)

	0
	-1000
	1
	-1000

	1
	1500
	0.993
	1488.83

	2
	1000
	0.985
	985.17

	3
	1000
	0.978
	977.83

	4
	-470
	0.971
	-456.16

	"Net Present Value"
	1995.67


Table 8: NPV
(Source: Self-developed)
Net Present Value (NPV) is a key measure for evaluating project profitability. Projects with higher NPV indicate greater expected returns and are usually preferred for investment. In comparing two projects, Project B has a much higher NPV of $1,995.67 million, while Project A's NPV is only $0.57 million, indicating a significant difference in expected profitability【Le, 2021】. Project B's lower initial investment and higher projected cash flows make it a better choice for the company. The expected returns for Project B are substantially higher, reinforcing its favorability for investment.

Recommendation with Reasons
Based on the observed projects, Project B is feasible for investment by the company. It has been quantified that Project B has a comparatively lesser payback period, and high ARR and NPV. Thus, Project B is expected to be profitable in future for this company.
[bookmark: _h50k88r2pyvx][bookmark: _Toc162546890]2. Scope of NPV due to change in Initial Investment and other Cash Flows
	Year
	Cash Flow - A (£,m)
	Discounting factor @ 0.75%
	Present Value (£,m)

	0
	-5500
	1
	-5500

	1
	2250
	0.993
	2233.25

	2
	1800
	0.985
	1773.30

	3
	900
	0.978
	880.05

	4
	-486.2
	0.971
	-471.88

	"Net Present Value"
	-1085.28

	Year
	Cash Flow - B (£,m)
	Discounting factor @ 0.75%
	Present Value (£,m)

	0
	-1100
	1
	-1100

	1
	1350
	0.993
	1339.95

	2
	900
	0.985
	886.65

	3
	900
	0.978
	880.05

	4
	-517
	0.971
	-501.78

	"Net Present Value"
	1504.87


Table 9: Revised NPV
(Source: Self-developed)
Comment
In case of Revised cash flows for Project A and Project B affected their Net Present Value (NPV). With a 10% escalation in initial investment and a 10% reduction in other cash flows, Project A's initial investment increased from $5,000 million to $5,500 million, resulting in a negative NPV, indicating it is not worth investing in. Project B's initial investment rose from $1,000 million to $1,100 million, with only a minor reduction in other cash flows. This led to an NPV of $1,504.87 million, suggesting Project B is profitable for the company.
[bookmark: _eh84yxaxbg31][bookmark: _Toc162546891]3. Advantages and Disadvantages
[bookmark: _w1alvd2u01v9][bookmark: _Toc162546892]Payback Period (PBP)
Advantage: Simple for non-financial experts. It shows how long it takes to recover the invested capital in a project, helping identify risk in mutually exclusive projects【Di Foggia, 2021】.
Disadvantages: Ignores the time value of money and cash flows beyond the payback period. Does not consider qualitative factors affecting cash flows.
Accounting Rate of Return (ARR)
Advantage: Easy to execute. It directly compares average income against average investment【Sim et al., 2020】.
Disadvantages: Does not consider the time value of money. Relies on accrual-based earnings and isn't suitable for comparing projects of different sizes.
Net Present Value (NPV)
Advantage: Accounts for the time value of money by discounting cash flows. Considers all cash flows for evaluating a project's feasibility【Lu and Yin, 2021】.
Disadvantages: Relies on uncertain cost-of-capital estimates. Projects with higher NPVs are preferred, making it hard to compare different-sized projects.

4. Non-financial factors to be considered
Managerial Roles:
Managers are crucial for project success. They must clearly understand project objectives and assign the right people to the right roles. Proper management ensures efficient collaboration, reduces waste, and boosts profitability【Orieno et al., 2024】.
Technical Resources:
Companies need to evaluate their resources to meet project requirements. Efficient resource allocation minimizes costs and maximizes profitability. Proper assessment of financial and non-financial resources helps determine the feasibility of a project【Haakman et al., 2021】.
Social Acceptance:
The success of an investment project depends on marketability and societal acceptance. Understanding cultural factors and the target market helps gauge potential demand and profitability. It’s vital to consider the surrounding market and marketing expenses against expected cash flows【Liu, Alli and Yusoff, 2024】.
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