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company not being responsible for all costs of the restaurants that are being opened, the
total development costs averaged $40 million in 2019. @) The company owned 55% and

buildings for restaurants

McDonald's risk McDonald’s increase in the check is believed to have to have contributed
to decline in transaction considering the fact that the customers perceived the brand to

b0 onge ol @/ Th rms s dramatialy changing s eyttt n

chmophile ustomer that an affod 1 by e t igherprce. Ths s o st

the warm, causal and affordable family heritage. McDonald desire to leave the current
customer for a more technophile is costing the firm in that it is reducing its customer

bse
the future. The company continues to experience losses, and reduction in customer base
yet it still refuses to change its strategy.

MecDonald threat that has been identifies several risks in their filings with SEC. (@) The
firms states that for them to drive operating income growth, the business strategies have

wth. McDonald identifies competition as it's majorly risk that is hurting their
business. @) The firm competes in the IEO segment which is  highly competi
segment. It faces constant competition from the traditional, fast causal which include
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business. @

levels and spending habits. These economic conditions could be affected by factors such
as the hostilities, epidemics and government action in managing of national and
interntionaleconomic mates.

Foodborne illness poses a major risk and have in the past plagued the company. This is
majorly attributed to the decrease in sales and rise in cost of production and disposal
costs. It serves as a risk for companies that operates restaurant business considering any

outbreak could cause serious reputations to the brand.

Incidents stemming from either of these risk factors may also have significant legal costs
and liabilities (McDonalds, 2018) McDonald dividend policy Despite these and other
risks. several investors are still buying McDonald shares since they are still considered
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risks, several investors are still buying McDonald shares since they are still considered
cevaring In 2015, the company et 8. il tshareholde thougs

is made the achievement the
company’s return 825 billion over three years. The total returned to shareholders has
board of directors authorized purchase for up
to 815 billion on the company’s stock. € In 2019, 25 million shares were repurchased
for $5 billion bringing the total purchases to $74.5 million shares. In 2019 the company’s

with no specific expiration date. The amount of dividends have been on the rise yearly.

The 2019 full year dividend of $4.73 per share shows the quarterly dividend equals to $5
per share annual dividend.

Conclusion McDonald is a highly reputable organizations that has been in the [EC
business for many years growing as an organization. Over the years that they are in
operation, they have grown huge customer base and expanded their chain of restaurants
to many parts of the world. Its selling points has been delivery of quality, and safe
products to the clients. Over the years the company continues to experience a drop in the
number of clients. Some strategies seems not to be working well for McDonald. The
financial position of the company continues to drop calling for the need for the company
management to act to salvage the situation.
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Abstract The intent of this paper is to evaluate the financial performance of McDonald
Corporation. During the last 3 fiscal years to examine growth and evaluate risk. The goal
is to determine how growth was achieved as well as the risks and opportunity costs of

those decisions. @ Anotner student's paper
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e company has been able to remain competitive over the years
due to its robust networks and good management. With the environment initiatives and
‘huge emphasis on delivering quality and safe food, the company continues to obtain
competitive advantage.

© ntips/istrategicmanagem.

@ Anotner student's paper

Three Year Performance At the end of 2016 financial year, McDonald had $25.4 billion
in terms of its revenues. As of the 2019, there was a decrease in terms of its revenue flow
to approximately $21 billion. The financial analysis shows that this trend has been on a
steady decrease in the last three years. This shows that the firm s steadily losing its
market share to its competitors. This stands to indicate that the consumer trends that
were earlier predicted are now changing with the increasing advocacy to move from the
unhealthy food to more healthy ones. In order for the firms to enjoy its initial revenue
position, they have to re-evaluate the needs of the market and come up with the menu
that needs these needs (McDonalds, 2018).

MeDonalds obtains major of its cash from the operations it conducts. It also has a huge
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credit availability and with a huge capacity to fund discretionary spending such as the

capital expenditure, debts repayment and dividends.

billion) incr ere was also a 05% free cash flow

conversion a figure higher than in 2018 which was at 71%

ared to 2018 something th

7. The rising cash flows is

attributed to the lower tax payments.

@ The rise in the cash investing activities is majorly due to strategic acquisitions of a

real estate entity, and offset lower capital expenditures. The cash in investing activities

was at $2.5 billion in 2018 which is higher in $3.0 billion compared to 2017. This is

majorly attributed to lower proceeds that came from the sale of restaurant businesses in

2018 that also includes the comparison to proceeds that were received in 2017 associated

with the sale of the company

businesses in China and Hong Kong coupled with higher

capital expenditures.
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ies totaled to $5.9 billion in 2018 which is a rise
of $639 million compared to 2017 something attributed to higher treasury stock

to meet the short-term funding needs through continued access to
commercial paper borrowings in line with credit agreements. In terms of the cost of
goods, McDonalds cost in comparison to the revenue had dropped from about 22% in
last three years to the 14.1%. The cost of goods as percentage of revenues continue to
drop. This is and indicator that the organization is coming up with various means in
which to reduce the gross profit margin. Some of the changes that have been adopted by
the organization include re-negotiating with its vendors. The company also has come up
with ways which eliminate the middle men in the supply chain and develop a more
robust supply system with the vendors. Its act to purchase the warehouses and farms
would help to ensure low product costs.

McDonald’s cash flow McDonald's cash position has been on a downward trend from
$7.6 billion to $808 million. There are plenty of things that could have caused the
organization to have this current position. There are possibilities that the company is
exploiting its ability to generate cash flows from the restaurants from a continuous basis.
This means that the company is able to pay any of the debts the moment they arises. For
this to happen, it means having low cash balance would trigger a strategic move. The
second reason is that the company could likely be running out of cash something
attributed to low costs and lack of revenue growth. This, is however, unlikely for
McDonald and thus seams more of a strategic plan rather than the liquidity issues.
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‘The cash flow statement provides the information on the company’s cash receipts and
the cash payments during an accounting period, they link cash flow information on
ending and beginning cash balance. It consists of three pars which are cash flows
provided in the operating activities, provided in investing activities and the once used in
financing activities. McDonald Corporation has had a steady increase in the net
operating cash flow over the last five years. In 2015, the net operating cash flow was at
6.54b, 6.06b, 5.55b, 6.07b, and 8.12B in 2019. In terms of operating activities, Net
income before extra ordinaries have been increasing over the last five years. It reached
its peak in 2019 which was at $6,025 up from $5,024 in 2018. The company’ net income
growth has been significantly dropping over the last five years. In 2010 it was 1.71% down
from 14.10% in 2018. In 2017 it was at 10.79% which was an upward trend compared to
2016 which was at 3.47%. The company’s depreciation and depletion has been slightly
depreciating over the last five years. In 2019 the depreciation was 1,618 compared to
1,482 in the previous year. The amortization of intangible assets has been on the rise
with 2010 being the highest with 226. The deferred taxes and credit have been on a slow
rise. The funds from operation have been increasing over the five years with 2019 being

the year being the highest with §7,284 and 2018 being at $7430.

McDonalds investing activities has experienced and steady downtward trend except for
the year 2016. In 2015 it was at -1.42b, -1.16b, 736M, -2.46b and -3.07B in 2010. The last
vear was the worst year in terms of net investing cash flow. The downward trend in
investing activities can be attributed to the drop in the capital expenditures over the
vears. The company has not been investing or acquiring more assets over the last five
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vears. The capital expenditures were very high with 2019 being the leading with -2.39b.
There has also been a drop in the net assets from acquisition with over with the huge

drop being experienced in 2019 with -540.0M (McDonalds, 2018) By the end of 2010, the

ional der

ought about

d by the increase in ney

restaurants.

(@ The new the restaurants investments were majorly concentrated in markets that have

strong returns and provide opportunities for long-term growth. The average
developmental costs vary depending on the types of restaurants being built and the real

estate constructions present in each marker. The costs which include land, buildings and

equipment are managed using optimally-sized restaurants together with design

efficiencies and the company’s global sourcing network with best practices. Despite the
company not being responsible for all costs of the restaurants that are being opened, the

total development costs averaged $40 million in 2019. (@) The company owned 55% and

50% land for restaurants in the consolidated market and approximately 80% of the

buildings for restaurants.

McDonald’s risk McDonald’s increase in the check is believed to have to have contributed




