Running head: COMPANY ANALYSIS
1

COMPANY ANALYSIS
5

Starbucks Company Analysis
Institutional Affiliation
Student’s Name
Date 



















Analysis of Fundamentals: Revenue Outlook of the company
Starbucks is a US company based in Seattle that specializes in making coffee. The main sources of revenue for the company come from the sales of the coffee products across its locations and the various convenience stores. Starbucks currently generates the bulk of its revenue primarily from its store segment which projected to account for close 85 % of the total revenues as per the financial report released in 2019. The licensed stores associated with the company have also been an important source of revenue; contributing to 10.4 %. (1Ok report)

The company's total revenues realized have grown steadily from 21.3 billion US dollars realized during the financial year 2016 to about 25 billion US dollars by the close of the financial year 2018. In terms of revenue operations of the corporation, this represents a positive and a recommendable increase of approximately 10.33 %. The company further recorded growth in sales in the financial year 2019 up to 27.4 billion US dollars, a growth that was primarily due to the company-owned store segments. The company-owned stores have been considered as the highest contributor to the corporation's steady increase in revenue. Over the previous years, the segment stores alone have recorded an increase in revenues from 16.8 billion US dollars to about 20.5 billion US dollars in 2019. It is estimated that this growth in revenue would continue through to the year 2020.

Licensed store segments have as well experienced good growth in revenue; revenues realized from this sector rose from 2.2 billion US dollars in 2016 to 2.7 billion US dollars in 2019. The report, however, indicated a fall in revenue in the consumer packaged goods with analysts arguing that the fall is associated with the Nestle competition. The expected revenue expected from this sector is about 1.5 billion US dollars.

Future Profitability and Competitive Performance of the company
The company has high faith in its experience in the market, coupled with its strategy going forward consisting of its mission on the expansion of its global store base. To increase the future profitability of the company, the corporation has opted to add more stores in the markets that have already proven to be profitable. The company also aims to expand its market base in fast-growing markets like China. The company has faced stiff competition from another beverage based company known as Nestle company, to ensure healthy competition in the future concerning packaged company products, Starbucks has decided to pursue new developments by bringing in new seasonal beverages to ensure the maintenance of its brand.

In general, the future profitability of the company relies on its ability to continuously roll out new products that generate enough buzz in the press and in social media sites to ensure customer engagement with the products. To ensure future customer loyalty, the company has planned to introduce loyalty and reward programs. It is, however, important to note that the future profitability of the company is not at risk if the customer demands do not change shortly. The company, however, faces a lot of challenges concerning its future success; the company faces tough competition in the international market mostly in the UK and China. The rival companies in the international market are expected to give Starbucks a run for its money if the profitable operations are to be maintained.
Access to Target Sources of External Finance
External sources of finance include; debentures, term loans, bank overdrafts, capital venture and factoring capital among others.  External sources of capital primarily mean funds obtained from outside sources to help run a business apart from the retained earnings. Based on the 1ok report, Starbucks Company's financial information guarantees the corporation undeniable access to the external sources of funds. Starbucks Company has access to the following sources of external finance;
Equity shares: The current shareholders’ rights are diluted to some extent; however this action requires legal approval. This has been possible since the investors have levels of confidence in the company.
Term loans: The Company also acquires term loans against its assets, from financial institutions
Venture capital: Starbucks has been investing in new companies at the initial stages. This is usually done after a rigorous analysis of the intended company before investing in it. 

It is, however, important to note that most of the finances used by the company are generated internally through the sales of its stocks. The sales account for close to 90 % of the total revenue, the company has made this possible by operating several stores across the country. The remaining 10 % comes from other sources of revenue which include the sales of the ready to drink products. The external sources of funds have led to the accumulation of debt burden of about 3 billion US dollars in debt over the past 3 years. The company now carries 9.2 billion dollars and the debt-equity ratio now exceeds 800%.
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