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1. Introduction 

Financial statement analysis is crucial for one to understand the financial situation of a 

company. Management plans, coordinates, and controls; investors and loan providers project 

solvency and liquidity, and the government reviews borrowed money. From 2018 to 2022 the 

study looks at GSK Company using the price-to-book ratio, tax risk, bankruptcy forecast, 

regression analysis, and residuals-based approach. One of the drawbacks is the lengthy 

duration and problems with data collection or process execution. Data collection, analysis, 

discovery, and discussion provide benefits to management, investors, auditors, financial 

regulators, and the government 

 

 
2. Financial Statement Analysis 

While trend analysis and ratio analysis are valuable for assessing a company's 

financial strength, operational structure, and risk factors, the balance sheet and cash 

flow statement provide a snapshot of the company's financial status at a given point in 

time. Efficiency assessments measure an organization's use of all productive assets, as 

opposed to profitability ratios, which show the company's income created through 

good expense management. 

 
Efficiency assessment examines the organization's use of its whole productive assets, 

whereas profitability ratios demonstrate the revenue created by smart expense 

management. 

Evaluating the firm's capacity to satisfy debt calls for solvency. Higher ratios indicate 

greater performance; the sales margin/return on sales shows the company's net income 

relative to net revenue. The solvency ratio demonstrates a consistent, high safety net 

for investors; the retention ratio reveals the company's reinvestment percentage. 

 

2.1. Balance Sheet Analysis 

 
The balance sheet is separated into two basic parts. The left side presents assets, whereas the 

right side presents liabilities and shareholder equity. The upper portion of the balance sheet 

denotes current assets, while the lower section signifies long-term assets . Liabilities and 

shareholder equity are classified as current and long-term. Current items are anticipated to be 

liquidated or resolved within one year, whereas long-term items are expected to be converted 

or settled beyond one year. 

 

This financial statement is essential for assessing ratios that reflect the company's liquidity 

and solvency. 

 

The current ratio and quick ratio are two liquidity metrics that assess a company's ability to 

fulfill short-term liabilities. The current ratio is calculated as follows: 

 

The current ratio is calculated by dividing current assets by current liabilities. 

The fast ratio provides a more precise view by evaluating the most liquid current assets 

against current liabilities, calculated as follows: 
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Quick Ratio = (Cash + Cash Equivalents + Short-term Investments + Accounts 

Receivable)/Current Liabilities 

A current ratio or quick ratio that is lower than the standard may indicate possible difficulty 

in satisfying short-term obligations. A current ratio of 2:1 and a quick ratio of 1:1 are 

commonly used in manufacturing enterprises. Non-manufacturing enterprises often have 

lower current and quick ratios. 

Solvency ratios assess a company's ability to satisfy long-term obligations, such as the debt- 

to-equity ratio and the times interest earned ratio. The debt-to-equity ratio shows how much 

debt a company has in relation to its equity. 
 



4 
 

 
 



5 
 

 
 
 



6 
 

 
 

2.2 Income Statement Analysis 

GlaxoSmithKline's 2020-2022 income statement was reviewed. It comprises the company's 

annual profit or loss, as well as its revenues and expenses. This statement sums up the 

company's financial performance for the year. 

 

 
The results reveal that overall sales and revenues increased by 3.83% between 2020 and 

2021, and by 8.78% in 2022 compared to 2021. 

with an increase of 8.78% in 2022 over 2021, reaching 7,157 million pounds. 

 

 
Profit and EBITDA, which excludes depreciation, amortization, and other expenses, were 

53.66% in 2020 but fell to 51.17% in 2022, a 2.49% decrease. Depreciation and amortization 

increased by 916 million pounds in 2021 compared to 2020, and continued to grow in 2022 to 

3,282 million pounds from 2,376 million pounds in 2021. 

 

 
This increase is due to higher capital expenditures for the construction of a new respiratory 

product production facility. Taking these things into consideration, the annual profit dropped. 

Profit as a percentage decreased by 1.20% in 2021 when compared to2020 and then declined 

by 4.49% in 2022, yielding a profit margin of 5.02%. 
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2.3. Cash Flow Statement Analysis 

The cash flow statement for the fiscal year that ended on December 31, 2022, shows that 

there was £3,993 million in cash flow from investment activities and £931 million in total 

cash generated from operations. In contrast, the cash flow from finance activities was £1,410 

million. 

 

 
Thus, at the end of the year, the cash position was £6,049 million, and the overall cash and 

cash-equivalent net flow was £(4,472) million. A total of £488 million in cash flow was 

created in 2021, of which £3,975 million came from investing activities A cash flow of 

£(478) million was received from financial activity in the interim. 

At the end of the year, the cash position was £10,521 million, with total cash and cash 

equivalent net flow of £(4,965) million. The expected increase in cash flow from operations 

in 2022 is £443 million. 

Trade securities, accounts receivable and payable are all more effectively managed 

Tax payment outflows increased by £250 million in 2022, more than compensating the 

marginal increase in the effective tax rate of 19 percent. 

The preponderance of the £432 million increase in cash flow from financing activities was 

accounted for by the increase in dividend payments to equity shareholders, which rose from 

£1,973 million in 2021 to £2,013 million in 2022. Additionally, a total of £399 million was 

spend on buybacks in 2021, which was higher than in 2022. 

However, in reaction to the pandemic, the corporation prioritized cash preservation, which 

resulted in a reduction in lease payments to £701 million for the year. Operating cash flow 

increased significantly from £16 million in 2020 to £488 million with an additional £491 

million in 2021. 
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3. Performance Evaluation 

 

 
The financial situation of the company will be described in this part from several angles: 

profitability, efficiency, solvency, and market. Profitability ratios will help to clarify how 

well, by careful expenditure control, it generates revenues. The efficiency assessment will 

then ascertain how well the company uses its whole productive capacity to create profits. 

Profitability This portion will measure the company’s ability to generate profits through the 

effective management of expenses. The sustainable growth rate is used to reveal the 

company’s rate of growth with a specific amount of liabilities and net income. The sales 

margin/return on sales is an indication of the company's net income in relation to the net 
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revenue, of which a higher ratio is desirable. In terms of ROI, for each share of the firm, it  

made £38.96 of net income, compared to £37.80 in the previous year. The retention ratio is a 

percentage of net income that is retained for reinvestment in the firm. The company tends to 

retain 51% of its net income. With this information in conjunction with the ROE, an investor 

can see the amount of profit that is reinvested by the firm to generate more earnings. The 

solvency ratio also teaches that, regarding equity, the company received £250.60 compared to 

its debt in the previous year, reflecting a stable high safety net offered to shareholders. 

3.1. Profitability 

This part deals with profitability. Using this ratio, one may show the company's profitability. 

These ratios will show to the company how effectively its resources produced income. 

 

 
As the figure shows, a company's performance is mostly indicated by revenue growth, which 

determines its margins of gross profit. 

 

 
It is encouraging to observe annual increases. The company's recognition has grown over 

time. This is demonstrated by the increased gross profit. 

As an ethical company, it is concerned about their raw materials because it is important to be 

accurate in delivering well-being products to consumers. 

2. Operating Profit Margin: As we can see from the trend, operating profit has increased. It 

shows that the company can manage its expenses in investing and covering administration 

3.2. Efficiency 

The Department of Financial Management of GSK stresses the effective use of operational 

activities and resources. Assets have historical costs and values that should be considered 

when applying methodologies of systematic approach. While the short-term debt and 

inventory represent the quick part of the equation, the operational component is the building 

and use of the operational asset structure of the company. Since it shows a company's 

competitive advantage, efficiency is absolutely important for creditors, possible investors, 

and rivals. Using good management techniques helps GSK become more efficient and 

significantly lowers the unconverted sales index as well. 
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3.3. Short-term Solvency 

 
A company's short-term solvency is a key sign of its ability to meet its short-term financial 

obligations. The current ratio, along with the current assets and current liabilities, tells us 

what it is. The current ratio, which shows how liquid assets are, has gone down over the last 

five years, which means the short-term finances are in good shape. 

 

Current Ratio = Current Assets / Current Liabilities 

2019 Current Ratio = 21,772 / 12,983 = 1.677 

2020 Current Ratio = 24,292 / 14,021 = 1.733 

 
2021 Current Ratio = 29,028 / 15,765 = 1.838 
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2022 Current Ratio = 32,181 / 16,594 = 1.938 

 
2023 Current Ratio = 36,030 / 17,806 = 2.024 

Current Ratio (Average) = 1.829 

District Ratio = Equity / Time Deposits = (Current Assets – Current Liabilities) / Time 

Deposits 

 

2019 District Ratio = (21,772 – 12,983) / 18,958 = 0.465 

 
2020 District Ratio = (24,292 – 14,021) / 19,480 = 0.526 

 
2021 District Ratio = (29,028 – 15,765) / 19,984 = 0.662 

 
2022 District Ratio = (32,181 – 16,594) / 19,154 = 0.815 

 
2023 District Ratio = (36,030 – 17,806) / 19,554 = 0.933 

 
District Ratio (Average) = 0.662 

 

 

 

 

 

 

 
 

3.4. Long-term Solvency 

 

The long-term commitment provides a view of a company’s capacity in meeting its long-term 

financial duties. The first two ratios examine the company’s position from a long-term 

solvency viewpoint. Debt-to-equity is the standard for checking asset ownership relative to 

creditors. If the debt-to-equity share is considerably more than one, a firm can bear a 

substantial risk for the creditor. The debt-to-equity ratio also reflects on the capital structure 

equilibrium. An assessment of market and industry standards implies that such a financial 

management approach is protected against a business in terms of high-grade creditworthiness. 

The higher the leverage position, the higher the debt and the greater the hazard. The long- 

term debt-to-assets proportion, therefore, reflects the actual and future creditors’ willingness 

to lend funds. The development of the values of these norms over the years is critical. The 

average values for the industry or for larger long-term ratios are supposed. This is the ratio of 

long-term debt to assets in the case of a company. There is a major cause compared to the 

criteria: the average industry ratio is 35 percent greater than in the previous period. As a 

result, the company has enhanced its solvency considerably. In the recent years, the trend in 
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the industry shows that the leverage position has decreased. Long-term security was also a 

primary variable influencing the interest pressures of a business, similar to interest protection. 

A history of stable above-average account flow may illustrate the results of long-term 

finance. Long-term safety is then useful when the industry’s general sense of financial 

policies is exploited and financed. Since the company has a lower standard than its larger 

sector, potential investors assume that the market suggests that it is not managing policy- 

based risk well. If the company does not recognize a comparable standard for the complete 

sector, its unstable solvency will cause asset holders uncertainty and prejudice the firm. It 

appears that the company has supported the majority of its investments over the years. 

Because of this strategy, and similar credit measures, continued growth may be observed in 

the firm. 

 

3.5. Market-based Ratios 

Profitability and market-based ratios can be implemented to evaluate financial performance. 

EPS, price-earnings ratio, and dividend yield ratio are employed to evaluate the 

organization's performance. Although the financial situation is favorable, these ratios exhibit 

substantial variability. The range of capital gains for investors is from 41.39% to 6.17%, 

while they receive fewer dividends. The company's market interests may be adversely 

affected by a downward-sloping dividend yield. The company's securities may be improperly 

valued as a result of investors' decision to sell their shares at low profits in a declining 

market. This decrease in profit may be attributed to supply irregularities, decreased prices, or 

increased utility in comparison to income generation. 

 

 
3. Strategic Recommendations Based on Analysis 

Suggestions call for a methodical approach to enhance development and progress. By 

considering the company's whole capital and personnel structure to guarantee a rather 

low level of financial risk, quick action could be taken to increase financial liquidity. 

 

The study has revealed several flaws in the financial performance of the company 

over the years. Cooperation and integration might offer several operational 

efficiencies that would help to create a more sustainable economic situation. First, the 

discovery and growth of the financial structure of the company should help to build 

management of liquidity and profitability strategies. At last, this would put the 

business on a strategic road to attain stability and expansion in the next years. 

 

Suggestions call for a methodical approach to enhance development and progress. By 

considering the whole capital and personnel structure of the company to guarantee a 

reasonably low degree of financial risk, quick action could be taken to strengthen 

financial liquidity. Ignorance of this could cause financial loss. A diversification 

strategy can either open or increase opportunities for expansion outside of the main 

lines of operations of the company. It should also help to consolidate activities, 

increase corporate stability, classify the income of the company, create suitable 

primary market options as well as necessary nutrients for possible organizational 

development. 
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5. New Investment Project Recommendation 

 

GSK could invest to ensure development in the further possibility of its business in order to 

seize more sponsorship opportunities and to see itself as an outstanding force in the 

international pharmaceutical market. In the course of developing increasingly integrated 

healthcare solutions, GSK has systems through which it verifies and quantifies the added 

value to patients, payers, and the company. The combination of digital, data, and science is 

also being heard as part of a recent event. We cannot say whether the proposed combination 

individually might have an effective effect. 

 

We would see a number of industrial partners that might be interested in working with GSK. 

Below are the capital structure requirements needed for the new proposed investment project. 

GSK will be safe against overstated future operations. Whether national or international, the 

investment is a dangerously excessive enterprise. Return rates must increase significantly 

from the board's average return of projects only for differences that are more volatile. In 

addition, this strategy helps GSK recover marginally from its current investment portfolio, 

resulting in long-term wealth for shareholders. We appreciate the complexity of this 

investment approach in the company, but it is of utmost importance for us when it comes to 

generating innovations to meet market demands. 

 

5.1 - Overview of Investment Project 5.1.1. Investment Project. The specific recommended 

project is investing in renewable energy by selecting a wind farm as part of an ongoing 

development chain. The main objective of this wind farm project is to participate in 

organizing a comprehensive energy company that will be involved in all phases of renewable 

energy production. The objective of the investment project is to invest in renewable energy 

by selecting a wind farm as part of an ongoing development chain in which there are 

orientations and time to build. The project has positioned itself as a selected investment 

project in the energy sector, in line with the growth and profit strategy. The business plan for 

this project is from 2021 to 2030. The project covers the goals of minimizing the financial 

risk by expressing costs and general conditions in USD. It then presents the expected growth 

of the energy market as an opportunity for a profitable investment, with an estimated growth 

of electricity demand exceeding 4% by 2035. The project justifies wind energy by the 

African market. There is almost zero percent of demand being satisfied in consumption. The 

project also presents the causes of these low consumption levels and the opportunities for 

investment in the member countries. Finally, the above aims to exploit the opportunity of 

non-polluting energy production. After presenting the renewable energy sector, it highlights 

significant risks such as the clear concealment of the project by competitors and the need to 

find the right experts in this field. This program focuses on the strategic axis of alignment. 

"Expertise in the optimal management of energy within a developing structure." The cost is 

$80. Commitments come first. This project will be implemented over a 15-year timeframe. 

 

The product being sold is electricity.The customers are the private sector and the public 

government. The average management and maintenance costs per year come to $240,000- 

$260,000. The payback period of the project is between 7 to 9 years. From 2015 to 2045, 

there are 20 megawatts of electricity produced. The trend is clearly growing. The project is 

supported and recommended. They have already issued three bonds. The price of electricity 

used is more than 13 cents per kilowatt. With this amount of dollars, we will divide five 

groups by 4,000. The descent comes to 400,000 Malagasy ariarys, which is less than 0.07 

euros. We have already proposed standards. A process has already been proposed that is not 
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yet applied in the country. It will only be able to be announced when the project is executed. 

We will take two renewable energy cycles before we increase production. 

 

5.2. Capital Structure Requirement 

 

Capital structure needs determine the mix of securities that are used to maximize risk and 

value. These needs also determine where projects get their money and where investments are 

made. Debt and common stock can be turned into cash with the technology equipment from 

the GSK acquisition. This gives stockholders a fixed rate of return. Derivatives finance is a 

key alternative to equity when equity isn't available. It can change a company's finances and 

how the market sees it. GSK will create liquidity for investors and other parties through 

preferred outlets. This will show that it is a financially smart company that knows how to get 

value for its shareholders. Functional finance, which is another name for management of 

finances, looks at operational risk and relationships before donations. Because of this part, 

GSK's project's funding levels are set, and decisions about capital investments are made. 

 

5.3. NPV and WACC Analysis 

 
One important way to figure out how much an investment is worth is to look at its Net 

Present Value (NPV). To find it, take the project's market value and take away any prices that 

go with it. 

 

The NPV is looked at when deciding whether to buy or lease a product. It's written as ∑ [Ct / 

(1+r)^t] - C0. So that the WACC and NPV can be found, a lot of different situations are 

considered, like buying Covagen shares. There are several important pieces of information 

needed for this analysis. These include the target debt/equity ratio, cash reserves, paid-in 

capital, goodwill, intangible assets, deferred tax assets, tax loss carry-forwards, asset 

impairments, the most recent share price, the investment amount, and assumptions about a 

25% ownership dilution. For a full study, important to know the holding company's needed 

rate of return on investment (WACC). Covenant compliance also sets the maximum amount 

of debt that the controlling company can have. This keeps the debt-to-equity ratio below 

53%. 

 

5.4. Suggestions for Funding Sources 

 

GSK Company's Lack of Investment in R&D 

 

It might be good to not put enough money into research and development, but there are risks, 

such as higher debt costs, higher gearing, and even a possible downgrading. 

 

• Because of these risks, the growth-oriented R&D choice model is not as appealing. 

 

• Giving out stock is pointless and costs a lot of money. 

 

• Suggested: a 50/50 split between debt and stock; however, giving out shares could lead to 

negative net profits. 
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• Don't base market choices on the results of clinical trials or financing in euros. • Pick the 

cheapest choice that doesn't have many problems. 

 

6. Making a choice about return earnings 

 

 
 

SK will look at choices like scrip dividends, interim and special dividends, and stock 

dividends to figure out the return on earnings. This choice will depend on how profitable and 

liquid GSK is. GSK will keep a good amount of the extra net profit if it is positive. The 

company has a good current ratio of 2:1. Its long-term debt-to-equity ratio, interest coverage 

ratio, and profits per share have all gone up since the beginning. Since the total amount of 

dividends paid has already surpassed 25%, it is suggested that intermediate and special 

dividends be issued. 

 

 
 

In the second half of the year, GSK's earnings and cash flow got better, with an average net 

profit after taxes, depreciation, and dividends that can be paid out. When interim and special 

payouts are taken out, the average net profit that is left over after taxes, depreciation, and 

dividends is 77,717 per share. Also, there are 436,651 outstanding shares, and the average 

number of owners is 436,651. This means that the payout rate is higher, at about 18%. 

 

 

 

 

7. Evaluation of Paying Return Earnings 

 

In 2018 to 2021, GSK followed a policy of paying a cash dividend to shareholders each 

quarter. The total gross amount paid in respect of the 2022 charge for the ordinary shares of 

the company amounted to 3,248,000,000 (2021 – 3,240,000,000, 2020 – 3,146,000,000, 2019 

– 3,212,000,000). With gross cash payment in respect of B shares held in treasury of 610,000 

(2021 – 523,000, 2020 – 1,132,000, 2019 – 2,521,000). No dividends were paid in 2020, 

given that the board chose to pause dividends under its commitment to maintain a strong 

balance sheet while managing the impacts of the COVID-19 pandemic. 

 

Profitability and dividend policy affect the company's dividend policy and share distribution. 

GSK's dividend plan ensures sufficient resources for business expansion and strategic goals 

due to its cash-generating capacity and conservative approach. Dividend-paying companies 

attract investors who expect long-term stock price growth. Paying cash dividends does not 

restrict strategic uses of revenues and profits, such as acquisitions or reinvestment. A good 

financial plan balances business funding and shareholder profits. The goal of a corporation 

remains, but low profits may put investors off. Cash distributions may raise share prices 

because owners want larger returns. 
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8. Conclusion 

 

 
This research analyzes GSK's 2018–2022 profitability, efficiency, liquidity, solvency, and 

investment potential. Despite sales and profit problems, GSK has rising efficiency ratios, 

solid liquidity, low solvency ratios, and investment opportunities. The report recommends 

GSK implement strategic changes to increase profit margin and growth. Management and 

stakeholders must understand firm finances. The essay suggests studying macroeconomic and 

industrial developments in the European pharmaceutical industry. 
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