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[bookmark: _Toc227782209]1. Introduction 
BYD is a leading electric vehicle manufacturer, founded in 1994. BYD played major roles in the electronics, auto, renewable energy and transit sectors. BYD aims to offer zero-emission new energy solutions. BYD operates its business in more than 80 countries, 400 cities across 6 continents, with more than 1 million employees working (BYD, 2024). 
This report aims to perform an in-depth financial evaluation of BYD over the past five years, 2021-2025 and identify organisational financial trends, operational efficiency and potential areas of improvement. Using financial ratios like profitability, liquidity, efficiency, gearing and cash flow, this study evaluates the financial position of BYD and identifies strengths and threats of the business. Further, performing investment portfolio techniques using NPV, PBP, IRR and PO, this study recommends the best investment project for BTD to improve future cash flow and investment returns. 
[bookmark: _Toc227782210]2. Financial Health Check 
[bookmark: _Toc227782211]2.1 Overview of Financial Performance
BYD has developed exceptional business growth in the last five years. The rapid expansion into the global EV market, increasing customer demand for sustainable vehicles and increasing global business presence significantly influenced BYD's business growth and performance (Xin, 2025).
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Figure 1: BYD's last five years of revenue
(Source: BYD Annual Report, 2025)
Figure 1 shows the last five years of BYD revenue graph, where it is clear that in 2021 the revenue was 216.1 billion RMB, which increased to 424.1 billion RMB and by 2025 it had increased to 804 billion RMB (BYD Annual Report, 2025). This shows a dramatic revenue growth in the last five years. This suggests BYD’s strategic business development strategy has improved sales, and high-quality EV vehicles significantly enhanced customer satisfaction levels, which drove experimental business revenue growth as compared to its other market competitors like Tesla.
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Figure 2: BYD vs. Tesla sales growth
(Source: Statista, 2025)
Figure 2 is evidence that, as compared to Tesla, BYD’s sales performance is increasing. In initial years like 2021, Tesla dominated the global EV market, with a growing prediction from 0.25 million in 2018 to 1.8 million in 2023. However, after 2021, BYD started matching production/sales as Tesla, and by 2025, BYD reached 2.26 million sales, while Tesla decreased sales to 1.64 million (Statista, 2025). This shows the aggressive strategy adoption by BYD, followed by diversification and cost advantages, which contributed to this increasing sales growth in the last five years. 
[bookmark: _Toc227782212]2.2 Ratio Analysis
[bookmark: _Toc227782213]Profitability Ratios
With the help of profitability ratio analysis, the evaluation of organisational capability to generate business profit can be done. Adoption of measures such as gross profit ratio, net profit ratio, ROA and ROE can identify profitability trends (Sudacevschi et al., 2024). 
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Figure 3: Profitability Ratios
(Source: BYD Annual Report, 2025)
Future 3 shows the trend differences in profitability ratios, including gross profit, net profit, ROA and ROE. It is clear from this graph that the gross profit margin in 2023 was 13%, which increased to 19.4% in 2024 and again decreased to 17.7%. Similarly, net profit margin was 1.8% in 2021, which increased to 5.4% in 2024 and again reduced to 4.2% in 2025. This dramatic growth from 2021 to 2024 of gross profit to net profit indicates the adoption of strategic cost optimisation, strategic market selection and adequate sales technique used. But a sudden fall in 2025 indicates increased challenges in managing organisational performance due to regulatory complexities or market saturation issues. It is evident from the annual report that in 2025, gross profit decreased to 143 billion RMB from 152 billion RMB in 2024. Similarly, net profit also reduced to 33 billion RMB in 2025 from 41 billion RMB in 2024(Annual reports, 2025). 
On the other hand, Return on Assets (ROA) also shows a similar trend in the last five years, increasing from 1.3% in 2021 to 5.3% in 2024 and decreasing to 3.8% in 2025. The increased ROA trend indicates that BYD’s capability to use assets in promoting business profitability has increased from 2021 to 2024, but sudden market challenges hamper this capability. Similar to the tbd Return on Equity (ROE), where in 2021, ROE was 3.8%, by 2024 it increased to 20.9% and then dropped to 3.8% in 2025. Yan and Zhou (2022) stated that the increase in equity and asset base, margin pressure from market competitors and heavy investment reduced the ROE and ROA performance. 
[bookmark: _Toc227782214]Liquidity Ratios
Effective use of liquidity ratios such as the current ratio and quick ratio can determine organizational capability to pay off organisational short-term debts. Lighter liquidity ratios ideal for business, which represent more efficiency (Susellawati et al., 2022). 
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Figure 4: Liquidity Ratios
(Source: BYD Annual Report, 2025)
The current ratio of BYD was 0.97 in 2021, indicating higher efficiency to any of the short-term debts. But by 2023, it had reduced to 0.67, indicating reduced efficiency. Again, in 2025, it increased to 0.79. This shows full transparency of organisational efficiency to pay off its short-term debts. On the other hand, the quick ratio also shows the same pattern, showing 0.72 in 2021 to 0.50in 2025. Purnomo (2018) stated that the current ratio and quick ratio need to have a value equal to 1 or more, which represents effective capability to fulfil short-term debt obligations. However, for BYD in the Both the current ratio is quick ratio is below 1, suggesting reduced efficiency to meet short-term debts. 
[bookmark: _Toc227782215]Efficiency Ratios
The efficiency ratio measures a company’s efficiency in managing organisational assets, inventories, receivables, and payables, which determine organisational growth opportunity and performance (Sri and SHIVANI, 2025). 
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Figure 5: Efficiency Ratios
(Source: BYD Annual Report, 2025)
The trade receivable ratio and trade payable ratios show a significant effect in recent years; the trade receivable period reduced to 16.8 in 2025, from 61.2 in 2021. Similarly, trade payables also reduced to 103.1 days from 3580 days in 2021. Ombui et al.(2025) stated that reduced trade payment and receivables indicate increased organisational capability to manage its receivables and pay the amount to the suppliers or other financial institutions. This indicates a better relationship with clients and suppliers, suggesting a growth opportunity. However, for BYD, asset turnover remains at similar values, ranging from 0.7 to 0.9, which shows significant changes in managing assets to generate a margin. 
[bookmark: _Toc227782216]Gearing (Leverage) Ratios
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Figure 6: Gearing Ratios
(Source: BYD Annual Report, 2025)
Gearing ratios are the financial metrics which help to compute the ratio of financial debt to its equity, which determines organisational viability and leverage (Aldo et al.,2023). For BYD, the gearing ratio suggested an increment to6.9% from 3% in 2021. Nukala and Prasada Rao (2021) stated that the increasing ratio suggests that organisational investment in debt is more than in equity. Thus, BYD is depending more on debt financing as compared to the shareholders’ funding options. On the other hand, debt. Equity ratio signifies that it ranges from 0.6 to 0.8, which represents a reduction from 0.08 in 20221 it has reduced to 0.07 in 2025. Reduction of the debt/equity ratio also suggests that the organisation relies on debt financing as compared to equity. It is evident that in 2025 BYD has to pay 60 billion RMB compared to 8 billion RMB in 2021 (BYD Annual Report, 2025). 
[bookmark: _Toc227782217]Investment Ratios
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Figure 7: Investment Ratios
(Source: BYD Annual Report, 2025)
Investment ratio acts as the key financial metric to evaluate organisational financial health, liquidity, and profitability, which promote better investment decisions for investors or shareholders (Sarah and Athanase, 2023). For BYD from 2021 to 2024, the Earnings per share were dramatically increased to 13.8 from 1.1, which suggests a strong investment opportunity. Similarly, dividends per share also increased to 4% in 2024 from 0.1% in 2021, which represents an increment of organisational contribution to other shareholders. However, in 2025, both the EPS and dividend per share were reduced to 3.6 and 0.4, respectively, indicating reduced attractiveness of the organisation in 2025. However, in the past four years of performance, the initial decrement can be neglected, and it shows future growth potential. 
[bookmark: _Toc227782218]Cash Flow Analysis
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Figure 8: Operating cash Flow ratio
(Source: BYD Annual Report, 2025)
The declining opening cash flow in 2025 to 0.13 from 0.38 in 2021 shows weak short-term liquidity. This increases challenges to fulfil short-term debts. The downturn operating cash flow trend suggests an increase in the requirements for working capital, which increases reliance on external loans or debts (Hofmann, Töyli and Solakivi, 2022). 
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Figure 9: Free Cash Flow
(Source: BYD Annual Report, 2025)
The free cash flow of BYD also shows a sharp decline in 2025 to -81 billion RMB from a positive level of 14 billion RMB in 2021 and 40 billion RMB in 2024. However, the last four years' growth and sudden decrease suggested short-term increasing cash flow pressure, which suggests aggressive investment for long-term growth. 
[bookmark: _Toc227782219]Key Trends, Strengths, and Weaknesses
From BYD’s financial ratio analysis, it has been revealed that from 2021 to 2024 BYD’s profitability trend improved. Lia (2024) started to increase EV demand, and strategic operations and activities significantly increased the performance. However, in 2025, a sudden drop in profitability indicates increased operable cost, raw material prices, and heavy investment in projects. The analysts revealed that BYD has strong trends like a stronger capability to generate revenue, effective working coital management and shareholding. However, a lack of cash flow creates liquidity issues, and increasing dependence on funding increases negative cash flow, which is considered a threat or weakness of BYD, which may affect future business growth. However, currently, heavy investment indicates future profitability and high returns for shareholders. 
[bookmark: _Toc227782220]3. Working Capital Management Analysis
[bookmark: _Toc227782221]3.1 Cash Operating Cycle (CCC)
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Figure 10: Cash Operating Cycle of BYD
(Source: GuruFocus, 2025)
The cash operating cycle is also known as the cash conversion cycle (CCC) (Asman et al., 2022). It's the time to convert its inventory to profitability and pay organisational due bills. Figure 10 shows the CCC of BYD from 2021 to 2025. It has been identified that in 2021, the CCC value was 51.84, which shows a dramatic reduction and became -40.80 in 2025 (GuruFocus, 2025). Wang, Akbar and Akbar et al. (2020) stated that a reduction or a negative cash conversion cycle indicates strong working capital management capability. -18.45 days of CCC indicate BYD receives cash from the bills to its supplier, which imports liquidity and reduces the requirement to depend on external debt financing. 
[bookmark: _Toc227782222]3.2 Evaluation of Working Capital Efficiency
In recent years, the working capital manager has increased for BYD. It is evident that in 2025 the trade receivable period has reduced to 16.8 days, in 2025 which was 61.2 days in 2021 (BYD Annual Report, 2025). On the other hand, trade payable days also have a maintained position, a 103.1 days of trade payable is higher than the trade receivables.  This shows that BYD has increased efficiency to collect the recyclables from customers far before paying it to the suppliers, which increased the liquidity within the organisation. 
However, as compared to 65.3 days in 2023 and 67.7 days in 2024, the inventory days have increased to 76.4 days in 2025.  The increased inventory days indicate initial demand fluctuation and uncertain market conditions in the EV market. It is evident from the IEA report that, while the global sales of EVs are increasing, a sudden drop in sales growth in specific markets like Canada, the US and parts of Europe affected global EV manufacturers’ business operational performance. Additionally, China started promoting EVs 40% more in recent years, which caused the competition and increased the chase for market saturation, affecting business operational growth (IEA, 2025). Overall, the analysis reveals that BYD has efficient working capital management, with some challenges during external market complexities, which is manageable for large business organisations like BYD. 
[bookmark: _Toc227782223]3.3 Recommendations for Improvement
Based on the liquidity analysis, it has been observed that despite increasing the organisational efficiency in terms of liquidity, BYD needs to focus more on enhancing the short-term cash flow to boost liquidity. Additionally, it has been identified that in 2025, the inventory turnover days also increased. Thus, it is recommended to focus more on the inventory optimization application. Balkhi, Alshahrani and Khan (2022) argue that the adoption of the Just-In-Time inventory optimisation system can improve inventory management efficiency. Further, focusing on a data-driven inventory demand forecasting system can help BYD to identify future trends, demand and make informed decisions to manage inventories. It will save costs and is opposed to producing more EVs during the low-demand stage, which will increase initial cash flow and improve liquidity.
Apart from this, it is also recommended to improve the receivables of the organisation by offering discounts on early payment and adopting strict credit policies within the organisation. It will influence customers to repay the amount at the right time and increase the organisational efficiency within the organisation. Huang (2022) argued that discounts on early payments may affect the business's profitability, and strict repayment policies may influence customers to adopt any flexible payment option, which also creates difficulties in engaging more customers and maintaining profitability and receivables. Thus, there needs to be a proper discussion and selection of the right approach, which will be more beneficial for BYD to enhance its receivables without hampering organisational productivity.

[bookmark: _Toc227782224]3.4 Short-Term vs Long-Term Financing Options
Short-term Financing Options
There are different types of financing options available, such as trade credit, short-term loans and bank credits. These types of credits need to remain with the credit provider within one year. These credit types improve short-term cash flow, increase liquidity and operational performance. The trade credit is a type of B2B agreement, where business organisations get the required products from a supplier but make payment of the goods scheduled at a future date. This type of short-term financing option may constrain 0% interest (Zhou and Li, 2023).  On the other hand, short-term bank loans and overdrafts provide quick funding at a certain interest rate, which will be repaid every month. However, it can increase liquidity risks as it contains extra interests and may increase dependency on suppliers. 
Long-Term Financing Options
Long-term investments like equity financing and long-term debt finding options are considered as the most suitable option. Equity financing helps the organisation to get a huge amount of financing options by selling organisational shares to the shareholders and investors (Svetek, 2022). However, Cepni, Şensoy and Yılmaz (2022) argued that in equity financing, there is a risk of ownership dilution. Selling of organisational shares involves the involvement of external shareholders in business decision making, which affect business actual performance and profitability of the company.
On the other hand, in a long-term debt financing option, there is no risk of ownership dilution, but the organisation gets pressure to repay the loan amount. It reduces short-term financial requirements and helps organisations to promote business expansion and innovation (Chen and Sun, 2023). For BYD, the long-term debt option can be a good choice, which will help to promote business expansion and innovation growth, create a competitive business position by developing short-term liquidity of the organisation. 
[bookmark: _Toc227782225]4. Strategic Financial Restructuring Plan 
[bookmark: _Toc227782226]4.1 Need for Restructuring
BYD’s financial performance indicates the organisation has high business profitability, but in recent times, 2025, a sudden market downfall and demand fluctuation affected the revenue and liquidity, which increased the negative free cash flow within the organisation. Therefore, to address these challenges, BYD needs to adopt strategic financial restructuring, which will improve liquidity, optimize capital restructuring and sustain long-term global expansion. 
[bookmark: _Toc227782227]4.2 Recommended Financial Restructuring Options
There are different types of financial retirement options available, such as merger, equity injection and divestiture. Merger financing allows two entities to achieve synergies and enhance capital structure, where equity injection includes the infusion of new capital from existing promoters or investors (Pomelli, 2023). 
Equity Injection
For BYD, based on the current business situation, the equity injection option can be a preferable option. In 2025, the long-term debt increased, which indicates BYD’s increasing dependence on debt financing. Xiong, Liu and Wang (2023) stated that equity injection allows financing from the existing promoters and shareholders, which reduces dependency on debt financing and improves liquidity positions. 
Strategic Divestiture
Strategic divestiture is a financial option which involves business activities such as selling, closing or spinning off businesses or assets to streamline operational efficiency and focus on core competencies (Feldman and Sakhartov, 2022). In the case of BYD, it operates across different series like EV, battery, and electronics. Selecting the underperforming sector and divesting it can help to release capital and boost liquidity. Further, it will increase physics on core EV manufacturing and innovations, which enhance market competitive positioning. 
Debt Restructuring
For BYD in recent years, the dependency on debt financing has increased, which affects business liquidity. Mehmood and De Luca (2025) stated that debt restructuring allows businesses to manage debt financing options and control the debt fund usage, which results in better cash generation and mortality duty. For this, BYD can refine the short-term debts into long-term debts and can improve negotiations to provide debts at lower interest rates. 
[bookmark: _Toc227782228]4.3 Impact Analysis
Impact on Shareholders
The adoption of strategic financial options like equity injection increases the bonding and engagement with the shareholders. Strengthening the relationship with shareholders and investors, it will increase the long-term EPS growth option. Along with this, the adoption of the divestiture option helps to close the underperforming units and increase business efficiency, which will attract more shareholders for investment. Overall, a combination of divestiture and equity injections will improve BYD’s liquidity and investors’ confidence for the future. However, Burkart, M. and Zhong (2023) argued that equity injection can increase the risk of share dilution and harm the short-term EPS, and restructuring finances--also inflicts short-term profitability. Thus, there is a need for proper understanding and balancing these opinions to maintain positive outcomes within BYD. 
Impact on debt structure
The adoption of the proposed financing options, such as equity injection, diversities, debentures, and debenture restructuring, will enhance better debt management within BYD. For example, it will reduce overreliance on the first term, the finance requirement. Improve capacity and long-term debt options provide better and lower debt return options. Thus, these adoptions are important for BYD to improve operating cash flow performance and increase short-term liquidity within the organisation. 
Impact on Operational Flexibility
The adoption of diverters improves growth and boosts operational flexibility. A combination of all suggested options will reduce operational risks and increase the short-term liquidity, which will enable better strategic decision-making and operational efficiency of the organisation. 
[bookmark: _Toc227782229]4.4 International Considerations
Currency Risks
BYD operates its business in more than 80 countries, which increases the risk of currency fluctuations (BYD, 2024).  Currency depreciation significantly affects organisational revenue generation and hampers profitability. Thus, to address the currently depreciating risk, BYD can use hedging instruments and focus on revenue diversification across different regions. 
Taxations and Regulatory Environment
Ruziokhunov and Yuldasheva (2025) stated that different countries have their own regulatory rules, foreign trading and taxation rules, which increase the challenges to maintain different policies at the same time. Thus, to address this type of risk, it is guided by BYD to target customers where there are foreign business taxes that are non-existent, and focus on leveraging government incentives to promote EV production. 
Inflation Impact
The increasing profitability of affecting business operations and increasing the business profit margin. For example, as compared to the inflation rate of China, 1.1%, the inflation rate of the UK and the USA is 3.3 (Trading Economics, 2025). This indicates that, as compared to China, BYD will face challenges to maintain business profitability in the UK and the USA. Thus, to address this type of challenge, BYD should adopt long-term supplier contracts and adopt a very complete integrated system, where BYD will get ownership over multiple stages of supply in China, which will help to manage business profit margin. 
[bookmark: _Toc227782230]4.5 Ethical & CSR Considerations
The intentions of ethical and CSR activities, consideration of ESG, play an important role. Focusing on environmental responsibility, social responsibility, and governance acts as an efficient way to promote CSR and maintain a positive image in front of internal and external stakeholders like employees, customers, government bodies, shareholders, and investors. As a CASR activity, BYD performs copper in schools, provides disaster relief, and educational developments (BYD Global, 2023). At the same time, new EVs helped to reduce CO2 emissions by 12 billion kilograms and promoted green transportation. Additionally, BYD is committed to achieving peak carbon reduction by 2030 and achieving net-zero by 2060, which crucially aligns with China’s “3060” dual-carbon initiative (BYD Global, 2024; Just Auto, 2023). All this evidence shows that BYD maintained a strong CSR activity, which helps to enhance a positive business image and shareholder trust, which drives business stability. 
[bookmark: _Toc227782231]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc227782232]5.1 Calculations of Investment Appraisal Techniques
Project A calculations
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Table 1: Project A calculations
(Source: Excel)
Table A depicts the calculations for Project A, where the Payback period (PBP) value is 4.5 years, the ARR value is 1.6%, the NPV value is -8.68, and PI is 0.83. 
Project B calculations
[image: ]
Table 2: Project B calculations
(Source: Excel)
Table 2 shows the calculated PBP, NPV, PI and ARR values, where the NPV value becomes -8.30, the PBP value is 4.45, ARR is 2%, and the PI value is 0.83. 
Project C calculations
[image: ]
Table 3: Project C calculations
(Source: Excel)
Table 3 shows the calculations of the project investments, where the PBP value is 3.40, the ARR is 6%, the NPV is -1.98, and the PI value is 0.96. 
[bookmark: _Toc227782233]5.2 Comparison of Projects
PBP
The payback period shows the approximate number of years to pay back the initial investment amount in a project. Payback period is simple, easy to calculate and understand. However, the payback period ignores the time value of money, which fails to provide long-term business profitability (Cotter, 2023). In the case of Project A, the PBP shows 4.5 years, Project B shows a value of 4.45 and Project # shows a PBP of 3.40. Dai et al. (2022) stated that generally, a shorter payback period is considered a good investment choice. As per these findings, Project C has the shortest PBP, at 3 years and 4 months. Thus, as compared to Project C, Project A and Project B take longer to return the initial investment. Thus, Project C is considered as the best project choice. 
ARR
Accounting rate of return, or ARR, helps to estimate expected annual profitability after investing in a project. It is simple to understand and easy to calculate. However, Varmazyar, Bagheri and Karami (2025) argued that ARR ignores the time value of money, which creates difficulties in identifying the actual profitability. Additionally, it provides value in terms of percentage, not in actual volume, which is considered another limitation. In the case of Project A, ARR is calculated as 1.6%, Project B got 2%, and Project C ARR value is calculated as 6%. Coccia and Benati (2023) stated that higher ARR value indicates high profitability. Based on this assumption, Project C consider as the most impressive project for investment as it has the highest ARR value in percentage. 
NPV
Net Present Value or NPV is a financial method used to identify investment profitability. It performed differently between the cash inflows and the present value over time. NPV consider the time value of money, which is a major strength of NPV. It also shows the profitability in value, not in percentage, which improves decision-making to select the project (Shou, 2022). However, NPV is sensitive to the cost of capital, which needs to be considered properly to calculate NPV. In the case of Project A, the NPV value shows -8.68, where Project B NPV value is -8.30, and Project C NPV value is -1.98. Wangchuk (2022) stated that a higher positive NPV value is considered ideal for investment. However, in this case, the projects return a negative value. In this case, Project C returns a less negative value, -1.98, as compared to Project A and Project B. Thus, Project C will be considered as the best project for investment. 
PI
Profitability index or PI calculate the profit investment ratio, which promote decision making for investment on any project (Bolun, Ghetmancenco and Nastas, 2022). It determines the effectiveness of investment projects. In the case of Project A and Project B provides the same value of 0.83, and Project C returns a PI value of 0.96. Tikhomirova and Tikhomirov (2024) stated that the probability index value return > 1.0 indicates a profitable project, where PI value < 1.0 show not valuable project. Among these three investment projects, Project C's value is closer to 1.0, as compared to Project A and Project B. Although all three projects return negative values, Project C will return a less negative value than Projects A and B. Thus, in the case of PI, Project C will be the best choice. 
[bookmark: _Toc227782234]5.3 Recommendation of Best Project 
From the investment appraisal analysis of the three investment projects, Project C is the most suitable option. Thus, Project C will be the recommended project option for BYD. Across all four key parameters, such as payback period, accounting rate of return, profitability index and net present value, Project C value is the most stable. 
Project C has the shortest payback period of 3 years 4 months, which indicates this project will return the initial investment money of £50. This approach is important to maintain superior financial liquidity within the organisation. BYD is facing challenges in maintaining liquidity within the organisation. Thus, the selection of the shortest payback period will return the investment amount and improve the financial performance of the organisation. 
Apart from this, Interns of ARR Project C also remain suitable. Bolun, Ghetmancenco and Nastas (2022) stated that the higher ARR value needs to be considered, which will provide higher returns. In this context, as compared to Project A and Project B, Project C has the highest ARR value of 6%. Additionally, projects with higher returns will help to improve the organisational liquidity and profitability for BYD. 
Apart from this, the NPV value considered is the best option, considering the time value of money. Although at 10% COC, the Project C return indicates negative or near-zero, it is considered a good project, as it generates lower business losses after investment. However, they need to maintain the COC value. Tikhomirova and Tikhomirov  (2024) stated that increasing COC can increase NPV return, where the lower the COC, will increase the NPV profitability. Thus, before investment to achieve positive profitability, BYD need to rearrange the COC value. Along with this as per PI consideration, the Project C generates a higher return. Thus, all the investment appraisal technique, Project C return the suitable outcome, Project C will be the recommended project for investment. 
[bookmark: _Toc227782235]5.4 Capital Rationing Decision (£100m limit)
	Combination
	Total Investment (£m)
	Total NPV (£m)

	Project A + Project B
	100
	-8.68 + (-8.30) = -16.98

	Project A + Project C
	100
	-8.68 + (-1.98) = -10.66

	Project B + Project C
	100
	-8.30 + (-1.98) = -10.28


Table 4: Combination Evaluation Table
(Source: Self-created)
Table 4 depicts the combinations of projects, and it has been established that none of the project combination produce positive returns. However, the project selection based on NPV, the project providing the least negative value, needs to be selected. In this case, the combination of Project B + Project C returns the least negative value of -10.28 at 10% COC. Thus, the third combination of the project needs to be selected. 
[bookmark: _Toc227782236]6. Conclusion
This report carried out a detailed financial analysis of BYD in the last five years, 2021-2025 and determined the organisational financial trends, operational efficiency and possible area of improvement. This paper analyses the financial status of BYD using financial ratios such as profitability, liquidity, efficiency, gearing and cash flow and determines the strengths and threats of the business. Based on the analysis of the financial ratios of BYD, it is found that the profitability trend of BYD between 2021 and 2024 is enhanced. But, in the year 2025, the profitability will experience a sudden decline, which shows that it will have more operable cost, prices of raw materials, and major investments in projects. Strategic financial decisions such as injecting equity, enhance the connection and interaction with the shareholders. Enhancing the bond with the shareholders and investors, it will boost the long-term EPS growth option. The embracement of the suggested financing alternatives, which include equity injection, diversities, debentures and restructuring of debentures, will improve the management of debt in BYD. From the three different projects, it has been recommended to invest in Project C, as it has goof NPV value, the highest ARR value moderate PI and shorted PBP. 
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Profitability Ratios

Gross Profit Ratio	(Gross Profit / Revenue) × 100	
2025	2024	2023	2022	2021	0.17744529233573883	0.1943834278582996	0.18581032055178193	0.170364681456462	0.13021372322630181	Net Profit Ratio	(Net Profit / Revenue) × 100	
2025	2024	2023	2022	2021	4.1992822776736001E-2	5.3516675610039088E-2	5.2039300993811294E-2	4.1770215242921571E-2	1.8354872027766696E-2	ROA	(Net Profit / Total Assets) × 100	
2025	2024	2023	2022	2021	3.8202575978750736E-2	5.3089460855564805E-2	4.6124902466371492E-2	3.5866603551966358E-2	1.3412888052963203E-2	ROE	(Net Profit / Equity) × 100	
2025	2024	2023	2022	2021	3.8202575978750736E-2	0.20931257173897017	0.20831868817367996	0.14591916784598696	3.8057423410445754E-2	



Liquidity Ratios

Current Ratio	Current Assets / Current Liabilities	
2025	2024	2023	2022	2021	0.79296932851023849	0.74714378963616446	0.66595468724657536	0.72238618886600048	0.96968105416183525	Quick Ratio	(CA − Inventory) / CL	
2025	2024	2023	2022	2021	0.49748383587241907	0.51319277130976193	0.47269220268552636	0.48507258530010933	0.71659416668188325	



Efficiency Ratios

Trade Receivables Ratio	(Trade Receivable/Revenue) x 365	
2025	2024	2023	2022	2021	16.800122804606119	29.261431969096019	37.490488636954119	33.420693033674304	61.217593151958923	Inventory Turnover Ratio	(Inventories/Cost of Sales) x 365	
2025	2024	2023	2022	2021	76.399693635537801	67.651873554732219	65.257100053508481	4779.4536435269019	2121.5386720232586	Total Asset Turnover	Revenue / Total Assets	
2025	2024	2023	2022	2021	0.90974060452813721	0.99201716568519172	0.88634746404177944	0.85866456141961955	0.73075355865584857	Trade Payable Ratio	(Trade Payable Days/Cost of Sales) x 365	
2025	2024	2023	2022	2021	103.07036886258324	140.88383757033196	144.71255276660514	8484.8613204800367	3580.0462228637166	



Gearing Ratios

Gearing Ratio	Total Debts/ Total Assets	
2025	2024	2023	2022	2021	6.8692447961500022E-2	1.0541551387268306E-2	1.762222067511467E-2	1.5375989282612326E-2	2.9560871778185976E-2	Debt-Equity Ratio	Total Debt / Equity	
2025	2024	2023	2022	2021	6.8692447961500022E-2	4.156153020635462E-2	7.9589065720484728E-2	6.2555450997104481E-2	8.3875345056337855E-2	



Investment Ratios

EPS	Profit / No. of shares	
2025	2024	2023	2022	2021	3.58	13.84	10.32	5.71	1.06	Dividend per Share	Dividend / Shares	
2025	2024	2023	2022	2021	0.35799999999999998	3.9740000000000002	3.0960000000000001	1.1419999999999999	0.105	



Operating Cash Flow Ratio 

Operating Cash Flow Ratio	Operating Cash Flow / Current liabilities	
2025	2024	2023	2022	2021	0.12623625295635552	0.26906826949198981	0.37411834690408635	0.42249873997494142	0.38216681105719319	


Free Cash Flow 

Free Cash Flow	Operating Cash Flow - Capital Expenditure	
2025	2024	2023	2022	2021	-81086587	40919758	28982217	10551731	14112768	Operating Cash Flow Ratio	Operating Cash Flow / Current liabilities	
2025	2024	2023	2022	2021	0.12623625295635552	0.26906826949198981	0.37411834690408635	0.42249873997494142	0.38216681105719319	
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Item 2025 (RMB ‘000) 2024 (RMB ‘000) 2023 (RMB ‘000) 2022 (RMB ‘000) 2021 (RMB ‘000)

Revenue 803,964,958 777,102,455 602,315,354 424,060,635 216,142,395

Gross Profit 142,659,797 151,055,839 111,916,409 72,244,955 28,144,706

Net profit 33,760,758 41,587,940 31,344,070 17,713,104 3,967,266

Current assets 371,467,558 370,572,244 302,121,446 240,803,507 166,110,189

Current liabilities 468,451,357 495,985,176 453,666,671 333,344,561 171,303,944

Total Assets 883,729,883 783,355,855 679,547,670 493,860,646 295,780,147

Equity 883,729,883 198,688,209 150,462,113 121,389,837 104,244,209

Inventories 138,420,580 116,036,237 87,676,748 79,107,199 43,354,782

Trade receivables 37,004,685 62,298,988 61,866,019 38,828,494 36,251,280

Trade payables 186,742,375 241,643,424 194,429,817 140,437,310 73,160,167

Earnings Per Share (RMB) 3.58 13.84 10.32 5.71 1.06

Dividend Per Share (RMB) 0.358 3.974 3.096 1.142 0.105

Cash and cash equivalents 68,395,197 102,256,542 108,511,745 51,182,457 49,819,860

Debts 60,705,569 8,257,786 11,975,139 7,593,596 8,743,519

Operating Cash Flow 59,135,544 133,453,873 169,725,025 140,837,657 65,466,682

Cost of Sales 661,305,161 626,046,616 490,398,945 6,041,303 7,458,971

Capital Expenditure 140,222,131 92,534,115 140,742,808 130,285,926 51,353,914
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Profitability Ratios

Ratio Formula 2025 2024 2023 2022 2021

Gross Profit Ratio (Gross Profit / Revenue) × 100 17.7% 19.4% 18.6% 17.0% 13.0%

Net Profit Ratio (Net Profit / Revenue) × 100 4.2% 5.4% 5.2% 4.2% 1.8%

ROA (Net Profit / Total Assets) × 100 3.8% 5.3% 4.6% 3.6% 1.3%

ROE (Net Profit / Equity) × 100 3.8% 20.9% 20.8% 14.6% 3.8%

Liquidity Ratios

Ratio Formula 2025 2024 2023 2022 2021

Current Ratio Current Assets / Current Liabilities 0.79 0.75 0.67 0.72 0.97

Quick Ratio (CA − Inventory) / CL 0.50 0.51 0.47 0.49 0.72

Efficiency Ratios

Ratio Formula 2025 2024 2023 2022 2021

Trade Receivables Ratio (Trade Receivable/Revenue) x 365 16.8 29.3 37.5 33.4 61.2

Inventory Turnover Ratio (Inventories/Cost of Sales) x 365 76.4 67.7 65.3 4779.5 2121.5

Total Asset Turnover Revenue / Total Assets 0.9 1.0 0.9 0.9 0.7

Trade Payable Ratio (Trade Payable Days/Cost of Sales) x 365 103.1 140.9 144.7 8484.9 3580.0

Gearing Ratios

Ratio Formula 2025 2024 2023 2022 2021

Gearing Ratio Total Debts/ Total Assets 6.9% 1.1% 1.8% 1.5% 3.0%

Debt-Equity Ratio Total Debt / Equity 0.07 0.04 0.08 0.06 0.08

Investment Ratios

Ratio Formula 2025 2024 2023 2022 2021

EPS Profit / No. of shares 3.6 13.8 10.3 5.7 1.1

Dividend per Share Dividend / Shares 0.4 4.0 3.1 1.1 0.1

Cash Flow Ratios

Ratio Formula 2025 2024 2023 2022 2021

Operating Cash Flow Ratio Operating Cash Flow / Current liabilities 0.13 0.27 0.37 0.42 0.38

Free Cash Flow Operating Cash Flow - Capital Expenditure -81,086,587 40,919,758 28,982,217 10,551,731 14,112,768
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Payback Period (PBP)

Year Cash Inflow (£m) Cumulative (£m) PBP

0 -50 -50

1 5 -45

2 10 -35

3 20 -15

3.40

4 25 10

5 5 15

ARR

Item Value/CalculationsResult

Total Inflow 65 54

Profit 65 – 50  15

Avg Profit 15 / 5  3

ARR (15 / 50) × 100  6.0%

NPV Calculation (10%) and PI calculation

Year Cash Flow Discount Factor at 10% Present Value

1 5 0.909 4.55

2 10 0.826 8.26

3 20 0.751 15.03

4 25 0.683 17.08

5 5 0.621 3.10

Total PV 48.02

NPV

-1.98

PI

0.96
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