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Coca-Cola Company
Overview 
Coca-Cola Company is the largest beverage firm in the world. The company has over 500 nonalcoholic brands including juices, energy drinks, and water, among others. The firm started operations in the year 1886 in the United States, but currently, the firm operates in over 200 countries ("Form 10-K", 2017). The firm prides itself with globally recognized nonalcoholic brands such as Coca-Cola, Fanta, Sprite and Diet Coke. One of the critical successes factors of the company is its efficient distribution system that makes it possible to distribute the products to every part of the world. The company has a network of company controlled or owned distribution and bottling operations, retailers, wholesalers to reach to as many customers as possible. The competitors to the company include PepsiCo, Nestle, Mondelez International Inc. among others. 
Financial Status
The financial ratio gives a clear reflection of the financial health of a firm. They help to establish the performance and state of a firm’s operations that would otherwise be not reflected by individual item in the financial statements (Ittelson, 2009). The ratios help in identifying different aspects of a firm’s performance including profitability, liquidity, and financial leverage of a firm among others. This article determines the profitability, liquidity and the financial leverage of Coca-Cola Company. 
Profitability of Coca-Cola Company 
This ratio determines the ability of the firm to generate profit by utilizing resources at its disposal. For instance, a firm can be assessed in determining the extent to which it uses the assets in making income.
Return on Assets
This ratio shows the ability of a firm to utilize the assets in generating income. A high value indicates the firm optimally uses assets in generating income and vice versa. 
Return on assets = Income / Total assets 
Year 2014: ROA = $7,124 m / $ 92,023 m = 0.077 = 7.7%
Year 2015: ROA = $7,366 m / $89,996 m = 0.082 = 8.2%
Year 2016: ROA = $6,550 m / $ 87,270 m = 0. 075 = 7.5% 
The return on assets showed an improvement from year 2014 to year 2015. However the ratio dropped in year 2016. This indicates that year 2015 was profitable to the business. 
Return on Sales 
Return on sales indicates the percentage of income generated from dollar sales. 
Return on sales = Net Income / Net sales 
ROS: Year 2014: $7,124 m / $45,998 = 0.155 = 15.5%
Year 2015: $7,366 m / $44,294 = 0.166 = 16.6%
Year 2016; $6,550 m / $41,863 = 0.156 = 15.7%
This profitability ratio indicates the same trend in the return on assets. Besides, year 2015 had the highest return on sales and almost 1% decline in the year 2016. 
Return on Equity
Return on equity relates to the percentage of income generated by every dollar of shareholders’ equity. 
Return on equity = Net income / Equity 
Year 2014: ROE = $7,124 m / $30,561 m = 0.233 = 23.3%
Year 2015: $7,366 m / $25,764 m = 0.286 = 28.6% 
Year 2016: $6,550 m / $23,220 m = 0.282 = 28.2%
Return on equity has been increasing from year 2014 to year 2016. This indicates the firm has a positive trend in maximizing the shareholders wealth. 
Coca-Cola Liquidity Status 
The liquidity of a firm is essential in normal operations (Ittelson, 2009). The liquidity status shows the ability of the firm to meet short-term obligations when they fall due. 
Current ratio = Current assets / Current liabilities (Drake, 2017)
Year 2014: $32,986 / $32,374 = 1.02
Year 2015: $33,395 / $26,930 = 1.24
Year 2016: $34,010 / $26,532 = 1.28
The firm’s current ratios for the three years are above one indicating that the firm has no problem in paying the short term obligations when they fall due. 
Net working capital = Current assets – Current liabilities
Year 2014: $32,986 - $32,374 = $612 
Year 2015: $33,395 - $26,930 = $6,465 
Year 2016: $34,010 - $26,532 = $7,478
The firm has an efficient working capital management. It can pay short term obligations and remain some operating liquidity cash. Thus, the firm has a healthy operating liquidity. 
Comparison to PepsiCo
PepsiCo is the major competitor to Coca-Cola Company in the nonalcoholic beverage industry. The company had recorded net income of $6,558m, $5,501m and $6,379m for years 2014, 2015 and 2016 respectively ("2016 Annual Report", 2017). However, Coca-Cola net income for the same period was higher with $7,124m, $7,366m and $6,550m for years 2014, 2015 and 2016 respectively. This indicates that the firm generates more income than the competitor. 
When considering profitability comparison, it is essential to consider some profitability ratio of PepsiCo.
Return on Equity;
Year 2014: $6,558m / $17,578m = 0.37 = 37%
Year 2015: $5,501m / $12,030m = 0.46 = 46%
Year 2016: $6,379m / $11,199m = 0.57 = 57%
The company has a higher rate of return on equity. This is an indication that the company optimizes the use of capital in generating income. 
Return on Asset;
Year 2014: $6,558m / $70,509m = 0.093
Year 2015: $5,501m / $69,667m = 0.079
Year 2016: $6,379m / $74,129m = 0.086
The return on asset ratio for PepsiCo is lower than those of the Coca-Cola Company. This indicates Coca Cola optimally utilizes the assets in generating income. 
Return on Sales 
Year 2014: $6,558m / $66,683m = 0.98
Year 2015: $5,501m / $63,056 = 0.087
Year 2106: $6,379m / $62,799 = 0.102
From the analysis, the return on sales has declined over the recent three years. This indicates that the firm demand of the firm’s products has been declining. This is contrary to the return on sales for Coca-Cola which relatively constant. Coca-cola has maintained the rate despite the economic and business environment. 
PepsiCo Liquidity Analysis 
Current ratio = Current assets/ Current liabilities 
Year 2014: $20,663 / $18,092 = 1.142
Year 2015: $23,031/ $17,578 = 1.31
Year 2016: $27,089 / $21,135 = 1.282
The current ratio over the three years shows that the firm has no difficulties in paying short term liabilities in time. At every year under consideration, the current ratio is above one indicating the firm can pay the current liabilities with the current assets without other sources. 
Net working capital = Current assets - Current liabilities 
Year 2014: $20,663 - $18,092 = $2,541 m
Year 2015: $23,031 - $17,578 = $5,453 m
Year 2016: $27,089 - $21,135 = $5,944 m 
Working capital management plays a significant role in a business.  It facilitates smooth running of a business operations such as meeting daily petty expenses. The firms net working capital indicates it has the ability to manage its working capital and hence has no challenges on liquidity. 
Conclusion
Coca-Cola Company is operating profitably than PepsiCo. The firm generates more income than the competitor and utilizes the assets more optimally relative to PepsiCo. Both companies have a healthy financial state. More so, both firms has healthy liquidity status as they have the capability to meet daily expenses for smooth operations and can pay the current liabilities on time. From an investor’s point of view, PepsiCo stocks are viable to invest than the Coca-Cola stocks since they indicate a high return on equity. 
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