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Walmart Financial Analysis

INTRODUCTION:
This report will be a financial analysis of a Multinational company. Before proceeding with the report let us have a look at the flow of the document for the help of the reader. At first the company of choice will be introduced in the executive summary, along with a little light on their performance in the market. Its profitability in the market, market share performance and its plans to introduce new products or franchises will also be discussed in the executive summary. Moving forth in the SWOT analysis section of this report we will take an in depth look into the weaknesses of the company it may include the financial vulnerability and other factors that make it prone to financial crunch. The Strengths will be elaborated which may include things like loyal customer base etc. Opportunities that the company can tap into in order to improve business will be explained and lastly in the SWOT analysis the threats the company is facing will be discussed such as economic conditions of the world along with other things.
After the executive summary and the SWOT analysis some recommendations will be made for the company which may help it in achieving financial stability and growth. The report will conclude with a conclusion that will summarize all the findings of the report, the recommendations that will be made and the ways in which the company would benefit from those recommendations.
EXECUTIVE SUMMARY:
The company that I have chosen for this assignment is Wal-Mart Stores Inc. which operates under the name of Wal-Mart in United States of America and is traded in the New York Stock Exchange under the name of WMT. The origins of the company lie in the United States of America where it was established in 1962 by Sam Walton. The store did a flourishing business and soon it was working with several other branches and by the 31st of October 1969 it had grown to such a level that it was incorporated and public trading started in the New York Stock Exchange. This company that is headquartered in Bentonville Arkansas currently has chains of departmental stores that work under the slogan of providing sales and discounts all year around. At present Wal-Mart is considered to be the third biggest public corporation of the world according to the Fortune Global 500 report of the year 2012. Moreover, it is the biggest employer right now with over 2.2 million employees whom the company refers to as "Associates" and it is the biggest retailer franchise in the world. At present it operates in 27 countries under 69 different names and logos. Irrespective of all these expansions the business still is a family owned one as the founding family that is the Walton family owns majority stake in the company by 48 percent. Lastly it is also one of the most valuable companies of the world owing to the fact that it has huge stocks of merchandise purchased.
The fact that Wal-Mart deals in grocery as well makes Wal-Mart the biggest Retailer of grocery in United States of America and it made 51 percent of its total sales in United States through groceries. The company also has a retail warehouse chain in North America which works under the name of Sam's Club. As it has been mentioned before, the company works in 27 countries, its business outside America has received mixed response as it has been hugely successful in countries like Japan, United Kingdom, India etc however, the business ventures in counties like South Korea and Germany failed to make a mark there.
If we consider the current performance of the company in accordance with the financial standing of the company in the year 2012 we see that the company is doing better than the last two years which saw a massive drop in the net sales. That net sale drop in the year 2010 and 2011 can be attributed to the fact that it was a result of the global financial meltdown which left people in a financial crisis and basically limited the buying power of people causing a sluggish trend in the overall sales of almost all consumer based companies. Therefore, due to the gradual improvement in the financial condition of the world like all other businesses Wal-Mart is also picking up on sales and is recovering from the fall in net sales. 
Now we will consider the performance of the company in the stock exchange that is whether the company is gaining market share or losing them. Wal-Mart has recovered from the financial crunch and this has been showing in its performance in the stock market as the net income per share has increase from 4.18 dollars in year 2011 to 4.54 dollars in year 2012 (Wal-Mart, 2012). This shows that the profitability of the company has increased and the people who have invested in the shares of Wal-Mart have been earning more than they ever did before.
Wal-Mart has not started any new array of business lately neither have they introduced a new service. However, there has been a shift in the policy that they were pursuing. The new policy that has been introduced is to enhance its image as an environment friendly company and they have promised to pursue activities that do not cause environmental degradation. This policy has been introduced to come out of the financial crunch and the massive defaming protests that sought environmental damage control from the corporation.

SWOT ANALYSIS:
Having looked into the general introduction of the target company and performance of it in general market and the stock market now let us conduct SWOT analysis on it. SWOT analysis would give us an insight into the external and the internal factors that the company is facing. The internal factors would be Strengths and the Weaknesses as they solely depend on the company and are not affected by the outside world. The external factors would be the opportunities and the threats that the company faces as they are determined by the situation in the world at large for example the economic condition of the world etc. Moreover, the helpful and the harmful factors towards the company will be determined as well. The helpful factors include the Strengths and the Opportunities as they show the chances that the company can avail in order to flourish as a business entity. The Harmful factors include Weakness and Threats as they portray the troubles that could be faced by the company and that might harm the business of the company.

STRENGTHS:
The strengths of the company are as follows:
Strong Culture:
This internal aspect of the company is a strong point where they support a culture in which everybody is heard and given due importance. Wal-Mart ensures this through policies like; Open Door Policy, Sundown Rule, Grass Root Process and 10-foot Rule. The aim of these policies is to give the people at employees the values that will create an atmosphere with cohesion and people would work with greater efficiency. The Open Door Policy is there to ensure that there is a free communication of ideas and views. The aim is to understand the needs and demands of the customers and the employees better so that they can be catered to, and this could not happen without free communication. Wal-Mart calls its employees as "Associates" and according to Wal-Mart management they believe it is very important that the Associates can rely and trust on effectiveness of the open door policy. The Grass Root Policy is the policy which gives due importance to the suggestions, ideas and the associates. The idea behind it is that a business can develop only if at grass root level people feel that they are a part of the system. Moving forth Wal-Mart has the Sundown Policy which deals with the rule according to which the management is supposed to answer to requests and queries by the end of a working day. Lastly there is the 10-foot rule which is basically a customer service technique in which the associates welcome and engage customers that are within a radius of 10 feet. Moreover, strong importance is given to the employees and the technique known as the Servant Leadership is also employed to improve the morale of the workforce and make them believe that they are a part of the system and what they say actually matters. Therefore, strong culture and values have given a value system to the company that is very much liked by customers and employees alike.

Company Image:
A company's image plays an important role in strengthening its business. One of the strengths of Wal-Mart is that they have a very friendly and caring image. Even the mission statement of the company is "Save money. Live better" (Wal-Mart 2013). Moreover, the company has lately started working on its image through giving back to the community by charity and other services. This they do as part of their corporate social responsibility as well as a tactic to improve its image among the people.

Operational Capacity:
Wal-Mart has grown into a mammoth and this is one of its strength that it has acquired for itself huge operational capacity which gives it the leverage to expand business and stock pile goods. The supercenters that the company operates have an average area of 185,000 and it has 2747 of such supercenters. The discount stores that the company holds have an area of 108,000 square feet and in the year 2009 the company had around 803 discount stores. Neighborhood stores are also held by the company and each of such stores have an average area of 42,000 square feet and by the end of the year 2010 Wal-Mart had 158 such stores. This shows the strength of the company as it has a huge operational capacity and they have the chance to expand operations whenever they want.

WEAKNESSES:
Even though Wal-Mart is a huge company and has been successfully able to expand its business internationally and has started its own brands in order to maximize the profits that it makes. Yet there are certain weaknesses that the company faces.
The first weakness of the company is that in order to keep the promise of providing customers cheap goods they have to buy in huge quantities so that they can keep the prices low for the customers. Sometimes these quantities exceed the amount of sales that they would make and cause losses to the company. 
The objective of any business is to reduce cost so that the margin of profit can be increased. Wal-Mart also has this in mind and for that reason it has stopped purchasing locally manufactured goods which would cost more than the goods that countries like China and India have to offer. This has no doubt increased the profit margins of the company but it has lead to the creation of ill will among the people that the company does not buy America and help the local industry.
Another weakness of the company is that they do not employ full time employees and most of the workforce that they hire is part time employees who do not get the benefits that the full time workers would get. This has created a bad perception among the people that the labor rights are being violated by not providing them the opportunity to promote into employees who get benefits. This has also leaded to several protests against the corporation (Mark, 2011).
A huge threat that the company faces is the ill will that is created in many communities and developing countries where multinational companies are not present that corporations like Wal-Mart hegemonies the local business and throw the small local business out of the market. This is however, an undeniable fact and nothing much can be done about it as this is the case with corporations as they can afford to offer better rates than the local businesses because they have that much revenue to allow them to lower the prices for the time being.
A social backlash was caused against Wal-Mart because it sells products that have been developed in countries with little or no labor laws. The idea that the product they will be using might be made through child labor is not liked by the customers and therefore, they try to refrain from buying things that come from countries where labor laws are not strong. Labor rights unions have also protested against Wal-Mart for selling products from such countries and this has created a dent in the market of Wal-Mart. 
OPPORTUNITIES:
Brand Awareness:
As it has been mentioned before Wal-Mart has already made its presence felt across the globe with outlets in 27 countries. Therefore, the company has huge brand awareness and furthermore it is concentrating on creating brands of its own. This can be a real opportunity for the company as this will create a separate market from them and introduce them into the production market as well. 
Wal-Mart has already started several brands and starting more can be a real opportunity for it. The brands that have been started by the company include Sam's Choice which is a brand of food and goods and it offers prices comparable to other brands. Great Value is another brand introduced by the company which has been focusing on branding the large amounts of grocery that they sell in a year. Parent's Choice is a brand of clothing, diaper, food formulae and other accessories; this brand was re-launched in the year 2010. Canopy is a brand launched by Wal-Mart which provides solutions for rooms and other goods needed for domestic use, most of these things are made up of organic cotton. Douglas is a tires brand that produces medium budget tires and some of these tires are fabricated by Goodyear for Wal-Mart (Chung, 2010).
Furthermore, the opportunities that the company has include lobbying with the government and getting tax cuts and then pay them back in the form of corporate social responsibility activities. This can be a way in which the company can save a lot of revenue by avoiding heavy taxes and spending some of the money in community services like building schools etc. Lastly another opportunity that the company has is to promote green culture and use it as propaganda to improve its consumer base.

THREATS:
Multinational companies like that of Wal-Mart are not much affected by small factors and local market changes. The threats that Wal-Mart faces include the global financial crunch. Such global financial meltdowns have a huge impact on such companies as this decrease the buying power of the people and the amount of sales drop all across the globe which causes significant damage to such companies.
Another threat that Wal-Mart faces is the protests and uprising of labor unions against the company. Wal-Mart does not hire people on full time job and most of the workforce is of part time workers. This denies the right of the workers to have the benefits that full time employees enjoy and this policy is generally disliked by people and labor unions in the past have been standing up against this system that they believe is manipulating the work force. 
Lastly the potent threat that the company has to fight against is other multinational chains that work on the similar principals and grounds. They pose a threat to Wal-Mart as it is an American company and the political instability between China and America can lead to a break in the huge supply chain of goods for Wal-Mart. In such a scenario companies that are based in other countries will benefit as they will continue to trade with China. 

RECOMMENDATIONS:
1. Should the firm increase capital expenditures to increase competitiveness?
	Yes, the company should try to increase the variety of good that they provide to its customers and a viable option for them would be to start the provision of services as well. All this will come at the cost of more capital expenditure as this will provide them a chance to increase its consumer base and hence the competitiveness.

2. Should the firm increase growth by acquiring other companies for synergies or grow internally? 
	Wal-Mart should focus on increasing its growth through the acquisition of other businesses as this would not only save the company the trouble of opening new franchises and they would acquire already operating and running businesses but this will also decrease the number of competitors that they have. Thus I strongly believe that it should acquire other already running businesses to save capital of developing new businesses and reduce competition.

3. Should the firm increase/decrease marketing spending?
	I believe the company should decrease the market spending as Wal-Mart is already a global phenomenon and it does not require more publicity to improve its consumer base. What Wal-Mart can do is to focus on making the products available cheaper as this would automatically encourage people to opt for the outlets.

4. Should the firm increase/decrease R&D spending? 
	I believe that Wal-Mart should increase the amount of money that it spends on research and development. It should focus on coming up with new products that would allow it to make a dent in the market of other companies. Wal-Mart should develop more products that include electronic appliances as it is not doing a roaring business in such fields. Therefore, I believe that investing in research and development will help the company make goods in a cheaper manner and this would in turn increase the profits of the company.

5. How should the company control costs?
	The company has already adopted the policy of purchasing products from countries that are making them for lesser rates. This should be increased by the company in order to control costs as in United States productions is very expensive due to the high labor wages and land costs. 

6. Should the company focus on employee rights?
	Yes, i believe that Wal-Mart faces a huge threat of uprising against itself if they do not cater to the demands of the employees and promote them from the status of part time employees to full time employees so that they work with a better morale and zeal. This would at the end of the day refer in the profits of the company.

CONCLUSION:
Wal-Mart which started from humble beginning has been doing a flourishing business ever since it was created in America. The company now several opportunities for growth like it can work with collaboration with the respective governments; it can open more franchises in other countries. There are certain strengths in the company like it has a very strong culture and a set of values which make it a nice place for work and the customers like the fact their requests are heard and catered for. It has a huge operational capacity as the stores are stretched on vast chunks of land and this gives them the opportunity to expand business and increase the product range. Certain threats that the company faces include labor unions and heavy tax tariffs by governments. The few weaknesses that the company has include its dependency on buying large quantities of product in order to decrease the cost and provide customers with cheap products.
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