Task 1
EasyJet performance evaluation shown below in ratio analysis according to the five following areas (a) profitability, (b) Liquidity/solvency, (c) Working capital efficiency, (d) Long term financial structure, and (e) investors’ perspective
(a) Profitability Ratios (ability or generate wealth and long term prospect)

a.1 Gross Margin (the higher the better when compared between years)

	Years
	2014
	2015
	2016
	2017
	2018

	Gross Profit
	1738
	1800
	1861
	2029
	2513

	Sales
	4527
	4686
	4669
	5047
	5898


Formula: Gross profit X 100
=    Gross margin (%)


Sales

 ( Therefore

	Year 
	2014
	2015
	2016
	2017
	2018

	Gross Margin
	38.4%
	38.4%
	39.8%
	40.2%
	42.6%


a.2 Net operating margin 
(can compare with last year, competitors, the sector average)
	Years
	2014
	2015
	2016
	2017
	2018

	BPIT*
	581
	688
	498
	404
	460

	Sales
	4527
	4686
	4669
	5047
	5898


*PBIT = Profit before interest and tax/operating profit)

Formula: PBIT X 100 = Net operation margin (%)


        Sales

( Therefore

	Year 
	2014
	2015
	2016
	2017
	2018

	Net Operating Margin
	12.8%
	 14.7%
	 10.6%
	 8.0%
	 7.8%



a.3 Return on Capital Employed (indication of return on all money invested)
	Years
	2014
	2015
	2016
	2017
	2018

	Operating Profit (PBIT)
	581
	688
	498
	404
	460

	Capital Employed
	3,062
	2,366
	2,883
	3,175
	3,497

	(Equity +
	2,172
	1,555
	1,662
	1,676
	1,731

	Non-Current Liability)
	890
	811
	1,221
	1,499
	1,676

	Return on Capital Employed
	20.5%
	22.2%
	15.0%
	11.9%
	14.4%


Original (share) capital + retained profit + other reserves

Formula: 
PBIT X 100 
= Return on capital employed (%)

        Capital Employed

Non-current liability = long-term finance ig. Long term loan
a.4 Return on Shareholders’ Funds 
(measurement of the nominal return to shareholders)

Shareholders’ Equity = Original Capital/investment

Formula: Profit after tax X 100 = Return on shareholders’ funds


     Shareholders’ fund
	Years
	2014
	2015
	2016
	2017
	2018

	Profit after Tax
	491
	581
	426
	325
	466

	Shareholder’s Fund
	1,495
	1,555
	1,662
	1,676
	1,731

	Return on Shareholders’ Funds
	32.8%
	 37.3%
	 25.6%
	 19.4%
	 26.9%


(b) Liquidity Ratios (ability of the business to pay its way)


b.1 Current ratio 

(the organization should have sufficient assets to cover its current liabilities i.e. can pay immediate debt) Seemingly ratio 1:1 is would be needed 

Formula:
    Current Assets 
= Current Ratio (x:x)


  Current Liabilities
	Years
	2014
	2015
	2016
	2017
	2018

	Current Assets
	1,261
	1,279
	1,442
	1,734
	2,001

	Current liabilities
	1,420
	1,768
	1,569
	1,670
	2,060

	Current Ratio
	0.9:1
	0.7:1
	0.9:1
	1:1
	1:1



b.2 Acid Test
A stricter test of liquidity

	Years
	2014
	2015
	2016
	2017
	2018

	Current Assets
	1,261
	1,279
	1,442
	1,734
	2,001

	Current Stock
	
	
	
	
	

	Current liabilities
	1,420
	1,768
	1,569
	1,670
	2,060

	Current Ratio
	0.9:1
	0.7:1
	0.9:1
	1:1
	1:1


