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[bookmark: _Toc225423052]1. Introduction
Tesla Inc. is one of the most prosperous electric vehicles (EVs) manufacturers operating in the rapidly evolving global automotive and clean energy industry. The company designs, manufactures and sells electric vehicles, energy production and storage products and puts itself at the heart of transitioning to sustainable energy (Tesla, 2023). Tesla operates in two main areas: automotive and energy generation and storage, and a vertically integrated and direct-to-customer sales approach makes the company unique when compared to traditional motor car producers (Song, 2022).
Environmental issues, governmental and technological progress have been the hallmark of the past decade as the EV industry exploded in a booming fashion. The industry is also becoming more competitive, with old and new entrants starting to compete with one another, intensifying price competition and innovation. In this case the financial performance of Tesla is informative with regards to the balancing of profitability, liquidity, financial risk and functioning in a dynamic market environment of a high growth company.
This report discusses the past five years of Tesla (2020-2024), its financial performance with some focus on key financial ratios basing on the financial statements of the firm. Profitability, liquidity, efficiency, gearing and cash flow performance are analyzed to find out the financial health and efficiency of the company. The report also considers how economic trends affect Tesla strategic position in the EV market.
The purpose of this report is to identify the strengths and weaknesses and potential risks of Tesla performance under financial terms as well as to provide a strategy based on the foundation of making decisions. The analysis is supported by ratio analysis and the trends of the supplementing Excel sheet.
Overall, the report will be an overall health check of the financial health of Tesla, to be addressed in the following sections of working capital management, financial restructuring and investment appraisal.
[bookmark: _Toc225423053]2. Financial Health Check
[bookmark: _Toc225423054]2.1 Revenue and Profitability Analysis
The revenue of Tesla shows high growth within the five years as it is expected that revenue will grow between 2020 and 2024 by an estimated amount of 97.7 billion dollars. This is slightly more than a threefold growth, which portrays the fast growth of the company in the production of vehicles and penetration in the world market (Tesla, 2022). The largest increase was recorded in 2020-22, as the revenue increased drastically owing to the rise in demand of the electric vehicles as well as expansion of manufacturing capacities and better economies of scale.

Figure: Revenue and profit analysis
Source Self developed from MS Excel
Nevertheless, the increase in revenues decreased significantly after 2023 and only slight gains were noted in 2024 (Tesla, 2023). It shows that Tesla might be in a more mature phase of its development, as it is more difficult to sustain high growth rates because of the higher competition and market saturation in this case (Gitman and Zutter, 2019).
Trends of net profits also present additional information about the performance of Tesla. In 2023, net income rose and improved operational efficiency and cost management increased as compared to 2020 because net income improved to 15.0 billion (compared to in 2020, 0.72 billion). The increase in net profit margin that has grown to surpass 15 percent in 2022 and 2023 represents how well Tesla uses revenue to make profit during its period of high growth (Tesla, 2022).

Figure: Net profit analysis
Source: Self developed from MS Excel
Nevertheless, the net profit of 7.0 billion in 2024 and the net profit margin of about 7% suggests that the profitability will decrease considerably. This implies that Tesla experienced the squeeze of the margins, which was probably caused by the vigorous price cuts in the endeavor to retain its market share in an increasingly competitive EV market. Other reasons might also have been increased cost of production and conditions in the world economies which led to diminished profitability.
The trend of operating margin and gross margin is also on the same lines, reaching maximum levels until 2022 and then reducing. These developments demonstrate that Tesla was able to expand its operations successfully, but now the company is experiencing difficulties in its cost efficiency and pricing power.

Figure: ROE
Source: Self developed from MS Excel
This trend is also indicated by Return on Equity (ROE), which will grow to 25% in 2022, after its growth of 5% in 2020, and then decrease to 18% in 2024. It implies that Tesla was very efficient in producing shareholder returns in the expansion period but the efficiency of using equity has been undermined over the past few years (Tesla, 2022).
In general, the profitability analysis of Tesla shows the development of a shift in dynamics between a fast growth and high margins to the increasingly competitive environment with falling profit margins (Gitman and Zutter, 2019).
[bookmark: _Toc225423055]2.2 Liquidity Analysis
Liquidity position of Tesla is stable during the five-year span. The current ratio ranges between 1.4 and 1.9; this means that the company has consistently been able to cover its immediate obligations using its current assets. A current ratio of over 1 is an indication that Tesla can meet its immediate liabilities without liquidity constraints (Tesla, 2021).

Figure: Current Ratio
Source: Self developed from MS Excel
The maximum current ratio in 2020 is 1.9, which shows that the company was well positioned in terms of liquidity at the start of that period. The drop to 1.4 in 2021 can also be explained by the growth in investment in operations, as the company increased production and sales. This is, however, not always a negative sign, because Tesla still managed to sustain sufficient liquidity as it expanded its business (Brigham and Ehrhardt, 2021).
Between 2022 and 2024, the current ratio is maintained at 1.5 to 1.6 indicating a moderate stance in working capital control. This stability means that Tesla has been able to maximize its short-term funding despite the rapid growth and rising level of operational complexity.
A more conservative measure of liquidity is the quick ratio that leaves out inventory. Though it is slightly lesser than the current ratio, it shows the same trend, which m-eans that Tesla has enough liquid assets to settle immediate commitments (Tesla, 2021). 
In general, Tesla liquidity position is stable and strong, and there are no substantial indicators of financial distress within the short run.
[bookmark: _Toc225423056]2.3 Efficiency Analysis
The efficiency ratios give an idea of the efficiency with which Tesla utilizes its assets and operations. The trend towards receivable days is improving consistently, with the years 2020 and 2024 recording a 20 days and 14 days respectively. This means that Tesla is more effective in getting payments made by customers and the money flow is better and bad debts are minimized.

Figure: Receivable days
Source: Self developed from MS Excel
This can be explained by the fact that Tesla has a direct sales model, which does not involve any middlemen like dealerships. This is because customers can buy their products directly, allowing Tesla to exert more control over pricing and receipt of payments, leading to quicker cash flows, and higher operational efficiency (Brigham and Ehrhardt, 2021).

Figure: Inventory days
Source: Self developed from MS Excel
Compared to 60 days in 2020, the inventory days reduced to 45 days in 2022, suggesting better inventory management and quicker turnover within the time of high demand. Nevertheless, inventory days slightly rose to 50 days in 2024, indicating possible difficulties in controlling the level of inventory based on the slowdown in demand growth and the increase in competition.
The growth period also saw a better asset turnover, which is an indication that Tesla has been able to earn more out of its asset base. But when the growth levels off, the gains in asset turns may decrease, suggesting less efficiency (Fang, 2024).
Elsewhere, Tesla exhibits good efficiency performance, notably in the management of receivables, but recent growth in inventory days raises doubts about operational difficulties.
[bookmark: _Toc225423057]2.4 Gearing (Financial Risk)
In the 5-year horizon, the gearing ratio of Tesla decreases considerably as it stands at 60 in 2020 and 20 in 2024. It means that the financial leverage decreased significantly, and the capital structure became more conservative.

Figure: Gearing Ratio
Source: Self developed from MS Excel
In 2020, the high gearing is an indicator that Tesla used a lot of debt financing in its initial stage of growth. Nevertheless, with the increase in the profitability of the company and the cash flows that it produced, the company was in a position to minimize its dependence on the outside debt (Fang, 2024).
The decrease in gearing reduces the financial risk through reduction in the interest payments and increases the financial stability. It also improves the capability of Tesla to survive in economic recessions and invest in future development opportunities without depending so much on borrowing (Tesla, 2020).
The trend is one of the most significant strengths of the financial health of Tesla since it indicates better financial discipline and financial flexibility.
[bookmark: _Toc225423058]2.5 Cash Flow Analysis
The cash flow performance of Tesla is good during the period. Cash flow operations have grown tremendously as the company generated $5.9 billion in 2020 to about 12.5 billion in 2024, which is evidence of the company capacity to generate cash out of its basic operations (Tesla, 2024).

Figure: Cash cycle (Days)
Source: Self developed from MS Excel
A high operating cash flow is also critical since it means that the profits of Tesla are not inflated with accounting methods but the real cash inflow. This increases the quality of earnings and gives the reliable internal source of financing.

Figure: Operating cash flow
Source: Self developed from MS Excel
There is also positive growth in free cash flow which means that Tesla would not need to use external financing to invest in expansion, research and development, and new ventures.
Tesla has been able to establish a solid internal funding capacity as it is indicated by a mixture of good operating cash flow and free cash flow together with decreasing levels of debt. It is one of its strengths since it gives the company the capacity to be financially independent and flexible to make strategic decisions (Tesla, 2020).
[bookmark: _Toc225423059]2.6 Overall Evaluation
	Category
	Details

	Strengths
	Tesla shows a number of financial strengths. Between 2020 and 2023, the company recorded high growth in revenues due to the high demand of electric vehicles and increase in production capacity. This period saw increased profitability in terms of increasing margin and profit on equity. 

There is no change in liquidity and this means that the short-term financial obligations are managed well (Fang, 2022). Efficiency is also high especially on the receivables management, which is a benefit of Tesla direct sales model. Moreover, a high drop in gearing indicates enhanced financial stability and less risk. 

Large cash flow generation also helps Tesla to boost its financial position as the company has the capacity to finance its operations and expansion within itself.

	Weaknesses
	Irrespective of these strengths, Tesla has significant weaknesses. The decrease in net profit and profit margins in 2024 will mean that pressure on profitability is growing. This indicates that the cost structure and price strategy of Tesla could be in a strain (Tesla, 2024). 

The rising days of inventory over the last few years also points out to the possibility of inefficiency in inventory management, which could be caused either by a slow growth in demand or excessive production.

	Risks
	There are multiple threats to Tesla in the future. The growth of competition within the EV market is a serious threat to its market share and pricing power. Price cuts to sustain sales volumes can still have a toll on profitability. 
Further, Tesla faces operational and strategic risks associated with being dependent on ongoing innovation and technology changes. Future performance may also be influenced by economic uncertainty, disruption in the supply chain and regulation changes.


[bookmark: _Toc225423060] 3. Working Capital Management
[bookmark: _Toc225423061]3.1 Cash Operating Cycle
A cash conversion cycle (also known as cash operating cycle) is a performance metric to evaluate the efficiency of a particular business in managing its working capital by tracking the turnover of investment in inventory and receivables to cash (Fang, 2022). This is computed as follows:
Cash Cycle = Receivable Days + Inventory Days- Payable Days.
As per the statistics provided in the 2020-2024 financial statements, the Tesla company receivable days reduced to 14 days, and inventory days reduced to approximately 50 days, respectively. In the meantime, payable days were on an upward trend, with Tesla demonstrating growing ability to delay payments to suppliers.
As a result, the Tesla cash cycle has been decreasing and turning to negative values over the past few years (Tesla, 2021). Negative cash cycle refers to the fact that Tesla will receive money in front of customers way before it needs to settle its suppliers. This is highly a desirable position, as the company will be in a position to finance the operation using the supplier credit and not using outside financing.
Negative cash cycle means that it is efficient in its operations and operates with a certain level of bargaining power in its supply chain. It also cites the success of its one to dealer business model that allows faster cash flows than the typical automobile manufacturers that rely on dealership chains (Li, 2025b).
[bookmark: _Toc225423062]3.2 Analysis
The working capital performance reveals several strengths at Tesla and in cash collection and financing suppliers in particular.
First of all, the number of days to payable steadily decreased demonstrating that Tesla has become even more successful to promptly collect payment. To a large extent this is due to the direct-to-consumer sales strategy where customers tend to pay up front or over a short period following the purchase. Tesla can manage its receivables much more closely than traditional automotive companies that supply credit to the dealerships, resulting in cash inflows faster.
Secondly, Tesla has a supplier financing advantage. Increase in the number of payable days means that the firm has negotiated good terms of credit with its suppliers and that it is able to pay late without impact on the business. This leads us to a situation in which Tesla uses supplier capital to finance its operating capital needs (Tesla, 2021).
Thirdly, there is increased inventory management overall, but emerging trends of rising inventory days indicate that emerging issues are emerging. During the high-growth period (2020-2022), the company had an efficient inventory holding time since the demand was high and the company handled its production effectively. However, the slight increase in inventory days in 2023 and 2024 means that the demand might be even, which led to lower inventory turnover.
Overall, working capitals management at Tesla is highly efficient, and one of the competitive edges is its negative cash cycle (Li, 2025b). However, the recent increase in inventory days shows that more attention should be paid to efficiency issues within the operations.
[bookmark: _Toc225423063]3.3 Recommendations
Despite good performance, Tesla has some strategic areas of improvement that can help the company to better manage working capital (Tesla, 2024).
First, it needs to get more effective regarding inventory. Tesla should also consider mastering the art of planning production and predicting demand to avoid accumulation of unused stocks. Predictive demand models are based on sophisticated data analytics and artificial intelligence to align production with market demand, reducing inventory holding costs and enhancing turnover rates.
Second, Tesla should continue optimising conditions with suppliers. Though increasing payables days has a short run financial benefit, excessive postponement of payments may lead to a bad relationship with the suppliers (Atrill, 2020). Tesla should think of creating a balance by accepting win-win deals that would not impact its supply chain but still enable it to lead other companies in terms of working capital.
Three, Tesla will have to sacrifice liquidity and profits. Even though negative cash cycle is healthy, too much working capital action plans can be harmful. This can involve reducing inventory to a point that will create a shortage in stock and leaving payables terms high enough to lose supplier confidence (Tesla, 2024). This implies that Tesla should adopt a moderate solution that would enable the company to achieve efficiency as well as sustainability in its operations.
Finally, Tesla can look at dynamically working capital solutions, such as supply chain financing/ inventory financing, to streamline cash flow further without disrupting operational status.
[bookmark: _Toc225423064]3.4 Financing Discussion
There are both short-term and long-term sources of financing working capital, and Tesla can afford both, a combination of both.
Trade credit, short term loans and bank overdrafts are all part of short term financing. The negative cash cycle helps Tesla to minimize its use of short-term finance as the company is able to utilize supplier credit to finance its activities at Tesla. This reduces financing expenses and enhances profitability (Tesla, 2024).
Long term financing, however, consists of long term debt and equity. Over the years, Tesla has greatly minimised its use of debt as shown by decreasing gearing ratios. Good operating cash flows allow the company to finance its working capital and capital expenditure without having to borrow to finance them (Atrill, 2020).
The best course of action in Tesla would be to keep on exploiting its internal cash generation and still have access to external funding when necessary to make strategic investments. Low debt ratio of the company means that the company has room to borrow more funds when the need arises without amassing financial risk (Tesla, 2020).
On the whole, Tesla has an efficient and sustainable working capital financing strategy, with a high level of cash flow generation and efficient utilization of supplier credit.
[bookmark: _Toc225423065]4. Strategic Financial Restructuring 
[bookmark: _Toc225423066]4.1 Problems Identified
Even with a high growth rate, Tesla is still struggling with a number of financial and strategic issues that require restructuring.
Reduction in profitability is the biggest problem. Revenues have been growing, but net profit margins have fallen considerably in 2024. This means that Tesla is experiencing rising costs and diminishing power.
Secondly, there is increased competition in the market. Contrary to a few players who dominated the EV industry, traditional car manufacturers and emerging markets are rapidly broadening their electric vehicle selection. This has contributed to heightened price competition and narrowing down margins (Tesla, 2020).
Thirdly, prices have become a significant issue. To retain market share, Tesla has been using price cuts, which has had a negative effect on profitability. Although this is a good tactic to boost sales volume, this may not be very sustainable in the long run when margins keep dwindling (Okanga, 2022).
The above challenges speak of strategic restructuring of financial structures to achieve long-term sustainability and competitiveness.
[bookmark: _Toc225423067]4.2 Solutions
In order to overcome these issues, Tesla can adopt a number of strategic solutions.
To start with, the costs should be reduced. One of the areas Tesla should consider is to increase operation efficiency through lowering the cost of production, optimising the supply chain, and economies of scale. Margins and reduction of unit costs can be achieved by investing in automation and advanced manufacturing technologies (Alsharari, 2022).
Secondly, the energy business provides high growth potential. The Tesla energy generation and storage business, such as solar products and battery storage systems, offers Tesla a chance to decrease dependence on the automotive business (Li, 2025a). The growth of this business will provide extra sources of revenue and enhance profitability.
Thirdly, strategic alliances may help Tesla become more competitive. Partnerships with technology firms, battery makers, and other infrastructure providers can assist in terms of minimizing expenditure, speeding up innovations, and growing the market. Alliances also help to address the risks related to disruption in the supply chain and technological advancement (Okanga, 2022).
Also, Tesla has the opportunity to utilize vertical integration practices to control more of its major components, including battery production. This can help cut reliance on outside suppliers and enhance cost-efficiency.
[bookmark: _Toc225423068]4.3 Impact
The offered restructuring plans will positively affect Tesla in terms of its financial performance.
Shareholder value will improve by enhancing investor confidence through higher earnings per share and shareholders earnings as the profitability and costs will be lowered (Li, 2025a). Expansion to other areas of business will also bring growth opportunities and lessen risk.
In terms of debt structure, Tesla represents a low gearing that gives it room to fund strategic initiatives without exposing the company to a high level of financial risk (Alsharari, 2022). Debt enables the company to selectively finance high rate of returns investment and yet retain a conducive capital structure.
There will also be increased flexibility in operations as Tesla consolidates its cost base and revenue streams (Li, 2025a). This will help the company to change the shifting market environment and competitive forces more easily.
[bookmark: _Toc225423069]4.4 Global and Ethical Issues
Tesla is a multinational company, and a range of external factors needs to be considered in its financial plan.
Currency risk will be a prominent issue, as Tesla will be earning income in a variety of currencies. Exchange rate changes can affect profitability and financial stability. The business ought to have hedging in place to address the currency risk.
Tesla also had to deal with inflation on its cost structure and specifically in raw materials like lithium, cobalt, and steel (Huang, 2023). Increased cost of inputs may decrease margins unless controlled. Tesla still needs to streamline its supply chain and seek new materials as a way to reduce the impact of inflationary forces.
Social, environmental and governance are becoming important. Being a firm that specializes in sustainable energy, Tesla should have a high level of environmental and ethical standards. This involves the sourcing of materials in a responsible manner, minimising carbon emissions and fair labour practices.
Sustainability can also help Tesla build a stronger brand image, as well as appeal to investors who care about the environment (Arnold, 2019). But the lack of addressing ESG problems could cause reputational losses and regulatory difficulties.
[bookmark: _Toc225423070]5. Investment Appraisal
The investment appraisal is also a vital part of financial decision-making, especially where a company, such as the one that Tesla deals with, is in a highly competitive and capital-intensive industry. The decision of investment entails employing hefty finances and thus should be thoroughly analyzed by employing standard financial methods (Huang, 2023). Here, Tesla is evaluating the three mutually exclusive projects, Project A, Project B and Project C, whereby each has an initial investment of 50 million pounds.
In order to identify the most appropriate project, a number of investment appraisal methods are used among them, there are Payback Period, Accounting rate of return (ARR), Net present value (NPV), Internal rate of return (IRR) and Profitability index (PI), with a discount rate of 10 (Brigham and Ehrhardt, 2021). Both approaches present a novel vision of project viability, and in combination allow conducting a holistic analysis of financial performance, risk, and return.
[bookmark: _Toc225423071]5.1 Investment Calculations and Interpretation
[bookmark: _Toc225423072]Project A Analysis
Project A yields asymmetric cash flows in a five-year period; the cash flows are greater in the mid-term. The payback period is 4.5 years; this means that the initial investment will be recovered rather late in the life of the project. This implies reduced liquidity and reduced capital recovery as compared to other alternatives.
Accounting rate of return (ARR) is just 1.6 which is very low. This means that the accounting profit produced by Project A is a small proportion of the investment. This ARR is so low that it indicates inefficient use of capital (Brigham and Ehrhardt, 2021).
Net Present Value (NPV) is negative at -£8.69 million, which indicates that the project do not give enough returns to offset the cost of capital. Financially speaking, this is a significant sign that Project A must not be accepted.
In the same way, the Profitability Index (PI) of 0.83 proves that the project does not bring as much value as the invested capital as PI of less than 1 means a loss of value.
The required rate of return (10%) is lower than the Internal Rate of Return (IRR) that is about 67%. This is another justification that Project A is not financially attractive (Gitman and Zutter, 2019).
In general, Project A is not a good investment choice at Tesla since it has a bad showing in all of the financial indicators.
[bookmark: _Toc225423073]Project B Analysis
Project B has predictable and steady cash flow of £11 million per annum in five years. The payback period is about 4.55 years which is a little higher than Project A, which implies that the recovery speed is the same.
The ARR of 2% is slightly above that of Project A but is low indicating that there is not much profitability.
The NPV is -0.831 million that is slightly higher than the Project A but still negative. It means that the project is not profitable enough to satisfy the needed rate of return and would lower the value of the shares.
There is also the Profitability Index (PI) of 0.83 which further contributes to the conclusion that the project is not an attractive one in terms of the financial aspect.
The IRR of about 7 percent is less than the 10 percent discount rate, which is a confirmation that the project does not give the required threshold of returns.
But there is one key point to Project B, the cash flows of this project are predictable and stable. This eliminates uncertainty and risk as opposed to Projects A and C. This leads to the fact that Project B can be estimated as less risky, although its financial performance is rather poor.
[bookmark: _Toc225423074]Project C Analysis
Project C has a much different pattern of cash flows, with higher inflows in the middle years. The shortest payback period is 3.6 years, the shortest of all projects. This means that initial investment is recovered more quickly and liquidity increased (Arnold, 2019).
Projects A and B have much lower ARR of 6%. This implies that Project C is more profitable to accountants.
The NPV is -1.99 million pounds, which is still negative, but much closer to zero than the other projects. This means that Project C is almost at the necessary rate of return and the least value-destructive choice.
The Profitability Index (PI) of 0.96 is also nearer to 1, which again supports the fact that it is clear that Project C is a better project in terms of finance compared to the others.
The IRR will be around 9-10 and that is very near to the required rate of return. This means that Project C is nearly financially feasible and may be viable with minor changes in cash flows or reduced discount rate.
By and large, Project C is most profitable, efficient, and will yield more, making it the best financial offer among the other projects.
[bookmark: _Toc225423075]5.2 Comparison of Projects
Comparative evaluation of the three projects shows that there are huge variations in the performance (Liu et al., 2022).
Project C stands out evidently as the most successful project, in terms of finances. It has the greatest ARR, shortest payback period, greatest IRR and lowest negative NPV. These factors indicate that Project C provides better returns and recovers faster hence making it the most appealing project.
Project B is the safest on the other hand since it has stable and predictable cash flows. It is not associated with high returns but it makes it less risky and uncertain. This can really come in handy during unstable market conditions (Gitman and Zutter, 2019).
Project A is not the best in regard to all the measures and must be discarded. It has low returns, sluggish payback and negative NPV to a considerable degree, which means that it would not add value to Tesla (Song, 2022).
In summary:
a. Optimal financial performance: Project C. 
b. Lowest risk: Project B 
c. Least viable: Project A 
	Project
	Payback (Years)
	ARR (%)
	NPV (£m)
	IRR (%)
	PI

	A
	4.5
	1.6
	-8.69
	6–7
	0.83

	B
	4.55
	2.0
	-8.31
	~7
	0.83

	C
	3.6
	6.0
	-1.99
	~10
	0.96



[bookmark: _Toc225423076]5.3 Final Recommendation
According to the financial analysis, the best investment project to take by Tesla is Project C. It offers the most returns in various criteria of evaluation, such as ARR and IRR, and the shortest payback period. Its NPV is a little below zero, but still, it is much closer to breakeven, in comparison to the other projects (Brealey, Myers and Allen, 2020).
This implies that Project C is providing the optimal ratio of profit and recovery of investments. In the case of a company such as Tesla, where growth and innovation is the primary priority, it makes sense to choose a project that has a greater payoff and accelerated capital recuperation as the strategic goal of the business (Yuan, 2023).
Nonetheless, one should be aware that the Project C is riskier as it has skewed cash flows. Hence, Tesla must take a critical look at predictable cash inflows and make a final decision.
[bookmark: _Toc225423077]5.4 Capital Rationing
Since Tesla has a limit of maximum investment of 100 million pounds, it is not in a position to invest in all the three projects at the same time. Hence there should be capital rationing to identify the ideal combination of projects (Brealey, Myers and Allen, 2020).
The combinations that could occur are:
a. Project A + Project B 
b. Project A + Project C 
c. Project B + Project C 
[image: ]
Figure: Comparing NPV
Source: Self developed
The most appropriate of these possibilities is a combination of Project B and Project C.
This will give a balance between risk and return. Project C is more profitable and has greater growth potential whereas Project B is consistent in terms of cash flows. Such diversification lowers the overall risk with a high potential of returns.
Conversely, Project A does not present a good combination since it has had low financial performance.
Thus, when there are capital rationing constraints, Tesla will need to choose Projects B and C to make the most returns and deal with risk.
[bookmark: _Toc225423078]5.5 Non-Financial Factors
Although financial measures are paramount, non-financial aspects are very important in making investment decisions.
1. Political Risk
Tesla has operations in various countries and alterations in government policies, trade policies, or tax incentives may affect the outcome of the project. Electric vehicle subsidies or renewable energy initiatives are one such example as the success of some investments might depend on such subsidies.
2. Technological Risk
EV industry is typified by quick change in technology. Investments in new technologies might have turned outdated in case some more sophisticated solutions are created. Tesla should make sure that the chosen projects are going to be in line with the upcoming technological changes (Yuan, 2023).
3. Customer Demand
Tastes are subject to changes among the consumers. The alteration in the demand of electric vehicles or energy products may influence the projected cash flows. Tesla should take into consideration the trends in the market and the behaviour of customers when assessing projects.
4. Environmental and ESG Factor
The business model of Tesla includes the element of sustainability. Environmentally compatible projects that minimize carbon emission can have long term strategic payoffs other than monetary gains. Investors are also becoming more concerned with ESG (Song, 2022).
[bookmark: _Toc225423079]6. Conclusion
This report has compared Tesla financial reports and strategic investments in a span of six years. To analyze the results, it can be stated that Tesla has achieved a high rate of growth during 2020 through 2023 with the help of rising revenue, better profitability, and effective operations. Most recent trends, however, suggest that the profitability is decreasing, which will imply that the level of competition and price issues will keep getting more demanding in the EV market (Liu et al., 2022).
Tesla is stable in terms of liquidity and working capital management is very efficient as shown by its negative cash cycle. The firm has also minimized its financial risk tremendously by the falling gearing measures, as this also improves its financial flexibility and stability. A high cash flow generation also contributes to Tesla financing ability both in terms of operation and future investment.
Although these are the strengths, Tesla is adversely affected by a number of risks such as dwindling margins, rising competition and inefficiency in its operations. The challenges bring to the fore the necessity of strategic financial restructuring, such as cost optimisation, diversification and innovation.
Analysis of investment appraisal shows that Project C is the most viable in terms of finances and presents the best returns and shortest payback period. Nonetheless, since the capital is limited, Projects B and C are proposed to be combined to have an appropriate balance of risk and returns.
Finally, Tesla is still a promising company with enough financial resources and a good strategic position, yet it should be ready to alter its approach to market conditions to guarantee long-term development. Tesla can keep its competitive edge in the global EV market through better cost efficiency, capitalization on its excellent financial status, and sound investment choices (Liu et al., 2022).
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Net Profit Ratio (% p.a.)	
2020	2021	2022	2023	2024	2.2857142857142857E-2	0.10223048327137547	0.15460122699386503	0.15511892450879006	7.1655235950455518E-2	



ROE (%)	
2020	2021	2022	2023	2024	0.05	0.15	0.25	0.2	0.18	



Current Ratio	
2020	2021	2022	2023	2024	1.9	1.4	1.5	1.6	1.5	



Receivable Days	
2020	2021	2022	2023	2024	20	18	16	15	14	



Inventory Days	
2020	2021	2022	2023	2024	60	52	45	48	50	



Gearing (%)	
2020	2021	2022	2023	2024	0.6	0.4	0.3	0.25	0.2	



Cash Cycle (Days)	
2020	2021	2022	2023	2024	20	5	-9	-12	-14	



Operating Cash Flow ($B)	
2020	2021	2022	2023	2024	5.9	11.5	14	13	12.5	


Revenue & Profit Analysis

Sales Revenue (€m)	
2020	2021	2022	2023	2024	31.5	53.8	81.5	96.7	97.69	Net Profit (€m)	
2020	2021	2022	2023	2024	0.72	5.5	12.6	15	7	
Revenue (USD bn)


Net Profot (usd bn)
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		Year		Sales Revenue (€m)		Net Profit (€m)		Net Profit Ratio (% p.a.)		Current Ratio		Receivable Days		Inventory Days		Gearing (%)		ROE (%)		Operating Cash Flow ($B)		Cash Cycle (Days)

		2020		31.50		0.7		2.3%		1.9		20		60		60%		5%		6		20

		2021		53.80		5.5		10.2%		1.4		18		52		40%		15%		12		5

		2022		81.50		12.6		15.5%		1.5		16		45		30%		25%		14		-9

		2023		96.70		15.0		15.5%		1.6		15		48		25%		20%		13		-12

		2024		97.69		7.0		7.2%		1.5		14		50		20%		18%		13		-14



Revenue & Profit Analysis



Sales Revenue (€m)	

2020	2021	2022	2023	2024	31.5	53.8	81.5	96.7	97.69	Net Profit (€m)	

2020	2021	2022	2023	2024	0.72	5.5	12.6	15	7	

Revenue (RMB bn)





Net Profot (RMB bn)











Net Profit Ratio (% p.a.)	

2020	2021	2022	2023	2024	2.2857142857142857E-2	0.10223048327137547	0.15460122699386503	0.15511892450879006	7.1655235950455518E-2	







Current Ratio	

2020	2021	2022	2023	2024	1.9	1.4	1.5	1.6	1.5	







Receivable Days	

2020	2021	2022	2023	2024	20	18	16	15	14	







Inventory Days	

2020	2021	2022	2023	2024	60	52	45	48	50	







ROE (%)	

2020	2021	2022	2023	2024	0.05	0.15	0.25	0.2	0.18	







Operating Cash Flow ($B)	

2020	2021	2022	2023	2024	5.9	11.5	14	13	12.5	







Cash Cycle (Days)	

2020	2021	2022	2023	2024	20	5	-9	-12	-14	







Gearing (%)	

2020	2021	2022	2023	2024	0.6	0.4	0.3	0.25	0.2	
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