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1. Executive Summary 

 
The sales revenue of the Hi-Tech in the accounting year 2017 indicates that the amount of the sales 

revenue has increased with a comparison of the amount of the sales revenue of the Hi-Tech in the 

accounting year 2016. In the accounting year 2017, the sales revenue of the Hi-Tech has been 

increased by 25.02%. In the accounting year 2016 and 2017, the net profit margin of the Hi-Tech 

was respectively 4.05% and 5.14%. In the accounting year 2017, the net profit margin of the Hi-

Tech has been increased by 1.09% and this increase of the net profit margin is blessings for this 

business organization to expand in the market. In the accounting year 2016 and 2017, the interest 

coverage ratio of the Hi-Tech was respectively 25.16 times and 9 times. In the accounting year 

2017, the interest coverage ratio of the Hi-Tech has been decreased by 16.16 times and this result 

of the financial ratio states that the Hi-Tech has more interest expense in this year. The NPV has 

taken little time for calculation. The calculation of NPV has considered both cash flow and the 

time value of the money. For the consideration of the time value of the money, it can provide actual 

and prudent investment decision. 

 

 

 
 

 

 

 

 

 

 



Page 4 of 15 

www.infoharvardresearchuk.com 
 

 

 

Part-One: Business Performance Analysis 
 

2. Analysis of the statement of the profit or loss 

 

2.1 Sales analysis 

In the accounting year of the 2016 and 2017, the sales revenue of the Hi-Tech was respectively 

2022 million and 2528 million. The sales revenue of the Hi-Tech in the accounting year 2017 

indicates that the amount of the sales revenue has increased with a comparison of the amount of 

the sales revenue of the Hi-Tech in the accounting year 2016. In the accounting year 2017, the 

sales revenue of the Hi-Tech has been increased by 25.02%. This increase in the sales revenue of 

the Hi-Tech is a significant portion of the information technology sector and the competitive 

business world (Berk and DeMarzo, 2017). The sales revenue of the Hi-Tech has been increased 

in the accounting year 2017 from the accounting year 2016 because of commencing the new range 

of products in the national and international market.  The cost of the goods sold of the Hi-Tech has 

been also increased in the accounting year 2017 with rising of the sales revenue. The amount of 

the gross profit has been also increased in the accounting year 2017 along with the amount of the 

sales revenue and cost of the goods sold. 

2.2 Profitability ratio 

2.2.1 Gross profit margin: The business organization like Hi-Tech has calculated and analyzed 

the gross profit margin to assess the profitability with comparing the two basic variables like sales 

revenue and gross profit (Rahman, 2015). This financial ratio provides results with considering 

the cost of goods sold and without considering the administrative and another non-operating cost. 

In the accounting year 2016 and 2017, the gross profit margin of the Hi-Tech was respectively 

25.57% and 21.40%. In the accounting year 2017, the gross margin of the Hi-Tech has been 

decreased by 4.57% and this reduction is alarming for this business organization to meet its 

operating cost.  The gross profit margin of the Hi-Tech in the accounting year 2017 indicates that 
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the Hi-Tech cannot use its raw materials efficiently and cost of the raw materials has been 

increased with a comparison of the sales revenue. To keep its gross profit margin, the Hi-Tech 

needs to give emphasize on using raw materials efficiently or on increasing the price of the 

products. 

2.2.2 Net profit margin: The business organization like Hi-Tech has calculated and analyzed the 

net profit margin to assess the profitability with comparing the two basic variables like sales 

revenue and net profit (Satish, 2002). This financial ratio provides results with considering both 

the cost of goods sold, the administrative and another non-operating cost. In the accounting year 

2016 and 2017, the net profit margin of the Hi-Tech was respectively 4.05% and 5.14%. In the 

accounting year 2017, the net profit margin of the Hi-Tech has been increased by 1.09% and this 

increase of the net profit margin is blessings for this business organization to expand in the market.  

The net profit margin of the Hi-Tech in the accounting year 2017 indicates that the Hi-Tech can 

reduce it's administrative and another cost efficiently with a comparison of the sales revenue. To 

keep its net profit margin, the Hi-Tech needs to give emphasize on reducing the administrative and 

another non-operating cost prudently.  

2.2.3 Return on capital employed ratio: The business organization like Hi-Tech has calculated 

this financial ratio to evaluate the uses of the employed capital in the case of generating the 

operating profit (Slorach, 2000). The calculation of this ratio assists the finance manager to assess 

both profitability and efficiency. The business organization like Hi-Tech has calculated and 

analyzed the return on employed capital to assess the profitability with comparing the two basic 

variables like operating profit and total employed capital. This financial ratio provides results with 

considering both operating profit and total employed capital in the business organization. In the 

accounting year 2016 and 2017, the return on the employed capital of the Hi-Tech was respectively 

14.53% and 17.39%. In the accounting year 2017, the return on employed capital of the Hi-Tech 

has been increased by 2.86% and this result of the financial ratio states that the Hi-Tech can use 

its invested capital prudently to produce the operating profit. The return on capital employed ratio 

of the Hi-Tech in the accounting year 2017 indicates that the Hi-Tech can reduce it's administrative 

and another cost efficiently with a comparison of the accounting year 2016. To keep its return on 

capital employed, the Hi-Tech needs to give emphasize on reducing the administrative and another 

non-operating cost prudently.  
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3. Analysis of the statement of the financial position 

  

3.1 Efficiency ratio 

3.1.1 Inventory turnover ratio: The business organization like Hi-Tech has calculated and 

analyzed the inventory turnover ratio to assess the efficiency of the business organization to turn 

the inventory into actual sold with comparing the two basic variables like cost of goods sold and 

average inventory (Stewart, Berk and DeMarzo, 2013). In the accounting year 2016 and 2017, the 

inventory turnover ratio of the Hi-Tech was respectively 12.54 times and 6.85 times. In the 

accounting year 2017, the inventory turnover ratio of the Hi-Tech has been decreased by 5.69 

times and this result of the financial ratio states that the Hi-Tech cannot turn its inventory into sold 

efficiently in this period. In the accounting year of 2017, the cost of the holding inventory of the 

Hi-Tech has been increased due to inefficient management of the inventory. 

3.1.2 Accounts receivable turnover ratio: The business organization like Hi-Tech has calculated 

and analyzed the accounts receivable turnover ratio to assess the efficiency of the business 

organization to turn the accounts receivable into actual cash with comparing the two basic variables 

like sales and accounts receivables (Belloc, 1967). In the accounting year 2016 and 2017, the 

accounts receivables turnover ratio of the Hi-Tech was respectively 8 times and 6.68 times. In the 

accounting year 2017, the accounts receivables turnover ratio of the Hi-Tech has been decreased 

by 2.68 times and this result of the financial ratio states that the Hi-Tech cannot turn its accounts 

receivables into cash efficiently in this period. In the accounting year of 2017, the cost of the 

finance of the Hi-Tech has been increased due to inefficient management of the accounts 

receivables. 

3.1.3 Accounts payable turnover ratio: The business organization like Hi-Tech has calculated and 

analyzed the accounts payable turnover ratio to assess the efficiency of the business organization 

to pay the accounts payable during the particular accounting period with comparing the two basic 

variables like cost of goods sold and accounts payables (Krebs, 2009). In the accounting year 2016 

and 2017, the accounts receivables turnover ratio of the Hi-Tech was respectively 10.90 times and 
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8.11 times. In the accounting year 2017, the accounts receivables turnover ratio of the Hi-Tech has 

been decreased by 2.79 times and this result of the financial ratio states that the Hi-Tech can hold 

the accounts payable for the long term in this period. In the accounting year of 2017, the cost of 

the finance of the Hi-Tech has been decreased due to efficient management of the accounts 

payables. On the other hand, the Hi-Tech may face the financial distress if this company pay the 

accounts payable due to a liquidity crisis.  

3.1.4 Asset turnover ratio: The business organization like Hi-Tech has calculated and analyzed 

the asset turnover ratio to assess the efficiency of the business organization in the utilization of the 

asset to increase the sales revenue during the particular accounting period with comparing the two 

basic variables like sales and total assets (Hiriyappa, 2008). In the accounting year 2016 and 2017, 

the asset turnover ratio of the Hi-Tech was respectively 1.72 times and 1.54 times. In the 

accounting year 2017, the asset turnover ratio of the Hi-Tech has been decreased by 0.18 times 

and this result of the financial ratio states that the Hi-Tech cannot utilize its total asset to increase 

its sales revenue. To keep its asset turnover ratio at a satisfactory level, the Hi-Tech needs to give 

emphasis on the efficient and prudent utilization of its current and fixed asset.  

3.2 Liquidity ratio 

3.2.1 Current ratio: The business organization like Hi-Tech has calculated and analyzed the 

current ratio to assess the liquidity of the business organization to pay the short-term liability 

during the particular accounting period with comparing the two basic variables like current assets 

and current liabilities (Brentani, 2004). In the accounting year 2016 and 2017, the current ratio of 

the Hi-Tech was respectively 3.67% and 1.98%. In the accounting year 2017, the current ratio of 

the Hi-Tech has been decreased by 1.69% and this result of the financial ratio states that the Hi-

Tech has not an adequate current asset to pay its current liabilities. To keep its current ratio at a 

satisfactory level, the Hi-Tech needs to give emphasize on efficient management of the current 

asset and to decrease the current liabilities. 

3.2.1 Quick ratio: The business organization like Hi-Tech has calculated and analyzed the quick 

ratio to assess the amount of the most liquid asset of the business organization to pay the short-

term liability during the particular accounting period with comparing the two basic variables like 

quick asset assets and current liabilities (Frankfurter and Wood, 2003). In the accounting year 2016 
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and 2017, the quick ratio of the Hi-Tech was respectively 2.80% and 1.11%. In the accounting 

year 2017, the quick ratio of the Hi-Tech has been decreased by 1.69% and this result of the 

financial ratio states that the Hi-Tech has not adequated the most current asset to pay its current 

liabilities. To keep its quick ratio at a satisfactory level, the Hi-Tech needs to give emphasize on 

efficient management of the current asset and along with decreasing the inventory level. 

3.3 Gearing ratio 

3.3.1 Capital gearing ratio: The business organization like Hi-Tech has calculated and analyzed 

the capital gearing ratio to assess capital structure of the particular business organization during 

the particular accounting period with comparing the two basic variables like amount of the 

common stock and fixed interest-bearing capital (Lease, 2000). In the accounting year 2016 and 

2017, the capital gearing ratio of the Hi-Tech was respectively 2% and 0.88%. In the accounting 

year 2017, the capital gearing ratio of the Hi-Tech has been decreased by 1.12% and this result of 

the financial ratio states that the Hi-Tech has taken more long-term debt in this year. To take this 

long-term debt, the Hi-Tech has to pay more interest to the lenders. The stockholders of the Hi-

Tech will get low dividend because of paying higher interest to lenders. 

3.3.2 Interest coverage ratio: The business organization like Hi-Tech has calculated and analyzed 

the interest coverage ratio to assess the ability to make an interest payment of the business 

organization during the particular accounting period with comparing the two basic variables like 

earnings before interest and tax (EBIT) and interest expense (Bena and Hanousek, 2006). In the 

accounting year 2016 and 2017, the interest coverage ratio of the Hi-Tech was respectively 25.16 

times and 9 times. In the accounting year 2017, the interest coverage ratio of the Hi-Tech has been 

decreased by 16.16 times and this result of the financial ratio states that the Hi-Tech has more 

interest expense in this year. To take this long-term debt, the Hi-Tech has to pay more interest to 

the lenders. The stockholders of the Hi-Tech will get low dividend because of paying higher 

interest to lenders. 

3.4 Shareholder ratio 

3.4.1 Dividend per share: The investor of the business organization like Hi-Tech has calculated 

and analyzed the dividend per share to assess the investment opportunity and gain per share during 

the particular accounting period with comparing the two basic variables like dividend paid and a 
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number of common stock outstanding (Berk and DeMarzo, 2017). In the accounting year 2016 

and 2017, the Hi-Tech has paid dividend respectively with £30 and £0. There has no information 

about a number of the outstanding common stock to calculate the dividend per share. 

3.4.2 Earnings per share: The investor of the business organization like Hi-Tech has calculated 

and analyzed the earnings per share to assess the investment opportunity and earnings per share 

during the particular accounting period with comparing the two basic variables like net income 

and number of common stock outstanding (Rahman, 2015). In the accounting year 2016 and 2017, 

the Hi-Tech has net income respectively with £82 and £130. There has no information about the 

number of the outstanding common stock to calculate the earnings per share 

 

4. Analysis of the cash flow statement  

 

The operating profit of the Hi-Tech is 225 million in the accounting year of 2017. On the other 

hand, the cash flow from the operation of the Hi-Tech is (28) million. The cash flow from the 

operation of the Hi-Tech is negative. This negative cash flow from the operation indicates that the 

Hi-Tech cannot make cash from its operation. In this case, the cash outflow is higher than cash 

inflow from the operation. This negative cash flow is alarming for the Hi-Tech because negative 

cash flow from the operation may create the financial distress for the particular business 

organization (Slorach, 2000). This negative cash flow from the operation has been created because 

of increasing the inventories, accounts receivables, interest payment, and tax payment. In that case, 

the Hi-Tech has to give emphasize on decreasing the inventories and accounts receivables. 

The cash flow from the investing activities of the Hi-Tech is (324) million and this cash flow is 

also negative. That means the Hi-Tech has made an investment in the accounting year 2017.  

In the accounting year 2017, the Hi-Tech has collected money from the external sources with 

issuing the long-term debt. For this reason, the cash flow from the financing activities of the Hi-

Tech is positive in the accounting year 2017.  
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The cash conversion cycle of the Hi-Tech for the accounting year 2016 is 41.24 days and cash 

conversion cycle for the accounting year 2017 is 62.91 days. 

  

 

5. Analysis of the product line 

 

In the year 2017, the Hi-Tech has earned revenue with 2528 million. Among this total revenue, 

the 41.62% revenue has earned from selling laptops and 30.93% revenue has earned from the 

selling tablets. In the year 2016, the Hi-Tech has earned revenue with 2022 million. Among this 

total revenue, the 51.28% revenue has earned from selling laptops and 28.82% revenue has earned 

from the selling tablets. The results of the accounting year 2016 and 2017 indicate that the revenue 

from the selling of the laptop is decreasing year by year. On the other hand, the revenue from the 

selling of the tablet is increasing year by year. In that case, the management of the Hi-Tech has to 

decrease the price of the laptop to keep the market share and to get a competitive advantage. The 

management of the Hi-tech has to keep the existing pricing strategy for the product line of tablets.  

For the new product line like laptop/tablet hybrids and wearable technology, the Hi-tech has to 

follow the premium pricing strategy to get more profit and to recover the fixed cost and research 

and development cost.  

The Hi-Tech has to take enormous marketing campaign for both new products to attract the 

customers. To attract the customer, the Hi-Tech can provide discount and raffle draw offer for the 

customers (Stewart, Berk and DeMarzo, 2013). 
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Part-Two: Investment Appraisal Analysis 
 

6. Management forecast 

 

The management has forecasted its revenue for the next 5 years for the project of the Asian market. 

The management forecast of the Hi-Tech has shown that the sales revenue will be increased year 

by year. The management of the Hi-Tech has not shown the basis of this forecast for this sales 

revenue. For this reason, the forecast for this sales revenue has been controversial. In that case, the 

management of the Hi-Tech has to provide the basis of the sales revenue forecast for making a 

prudent financial decision.  

In the case of sales forecast, the management of the Hi-Tech has only considered the variable cost. 

But in this real business world, the business organization has to spend a particular portion of the 

fixed cost to produce the particular goods. The ignorance of the fixed cost is not relevant to making 

a right financial decision. In that case, the management of the Hi-Tech has to consider the fixed 

cost to make a prudent financial decision (Stewart, Berk and DeMarzo, 2013).  

7. Investment Appraisal Techniques  

   

7.1 Payback periods 

The business organization like Hi-Tech has calculated and analyzed the payback period to assess 

the required year to give out the initial investment is known as the payback periods. The payback 

periods for the project of the Hi-Tech in Asia is 4 years. This payback period indicates that the Hi-

Tech has to require 4 years to recover its initial investments from its project. The interpretation of 
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the payback period is understandable among both accounting and non-accounting people. The 

payback period has taken little time for calculation. The calculation of the payback period has only 

considered time period but it has not considered the time value of money. For the ignorance of the 

time value of the money, it cannot provide actual and prudent investment decision (Krebs, 2009). 

 

7.2 Accounting rate of the return 

The business organization like Hi-Tech has calculated and analyzed the accounting rate of the 

return to assess the rate of the return from the particular project. The Accounting rate of the return 

for the project of the Hi-Tech in Asia is 18%. This accounting rate of return indicates that the Hi-

Tech can generate £18 revenue by making an investment with £100. The interpretation of the ARR 

is understandable among both accounting and non-accounting people. The Accounting rate of the 

return has taken little time for calculation. The calculation of ARR has only considered accounting 

profit and initial investment but it has not considered the time value of money. For the ignorance 

of the time value of the money, it cannot provide actual and prudent investment decision (Krebs, 

2009). 

 

7.3 Net Present Value 

The business organization like Hi-Tech has calculated and analyzed the Net Present Value to assess 

the viability of the project. The net present value for the project of the Hi-Tech in Asia is 110 

million. This Net Present Value indicates that this project is viable for Hi-Tech and this project 

can generate positive cash flow for this business organization. The interpretation of the NPV is 

understandable among both accounting and non-accounting people. The NPV has taken little time 

for calculation (Krebs, 2009). The calculation of NPV has considered both cash flow and the time 

value of the money. For the consideration of the time value of the money, it can provide actual and 

prudent investment decision. 
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8. Sources of the finance for the proposed project  

 

The Hi-Tech can use either the internal source or external source for launching the project in Asia. 

The Hi-Tech has the retained earnings with the amount of £869 million. On the other hand, the 

project requires the £500 million. So the Hi-Tech can use the internal source to launch the project 

easily. But dividend per share will be reduced when the Hi-Tech has used funds from its internal 

sources. The uses of the internal sources also lead to increase the cost of the capital for the proposed 

project (Stewart, Berk and DeMarzo, 2013).  

Another source for the project of the Hi-Tech is taking a loan from the bank. The Hi-Tech can take 

a loan from the bank with lower interest rate with a comparison of the cost of the internal source. 

In that case, the bank loan is more appropriate for the proposed project of the Hi-Tech.   

9. Non-financial factors 

  

Besides financial factors, the business organization needs to consider the different types of the 

non-financial factors at the time of making a decision of business expansion. Firstly, the 

management of the Hi-Tech has to consider the customer perception of the Asian about new 

technology before launching a new product line. Positive customer perception about technology 

will provide extra benefit to Hi-Tech. negative customer perception may in vain the project.  

The threat of the new entrant is another consideration for launching the new project in the market. 

The threat of the new entrants may reduce the sales volume and profitability of the business 

organization. To protect from the threat of the new entrants, the Hi-Tech can take the legal action 

like trademark registration and patent registration (Stewart, Berk and DeMarzo, 2013).  
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