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1. Financial Health Check 
1.1 Overview of financial statement 
The cash flow statements ranging for 5 years which is from 2022 to 2025 show that the company is under a rather stable financial position, with a high operating cash flow with a high financing outflow. Operating cash flows are positive in all periods, but they decreased due to 12,168,422 (2021) to 9,358,629 (2022) and further varied in other years, thus hitting 16,226,162 in 2024 and decreasing to 959,651 in the middle of 2025. Such a volatility indicates fluctuating working capital flows and tax payment. Investing activities are always associated with negative cash flows which emphasize sustained capital expenditure and long-term investments. 
[image: ]    [image: ]
Figure 1: Snapshot of Cash flow for Hyundai (2021 to 2024)
(Source: Hyundai, 2025)
The cash flows are also highly negative hence a shareholder-oriented approach is observed, especially through dividend payments and the decrease in financing liabilities. The total cash balances vary and decline in certain years mainly due to high outflows and then improve when operating performance improves. The trend indicates that this company is strong in its operations, yet it is under stress because of investment requirements and aggressive financial policies, and it needs to manage its liquidity in a careful and focused manner. 
[image: ]
Figure 2: Snapshot of Cash flow for Hyundai (2024 to 2025)
(Source: Hyundai, 2025)
1.2 Ratio Analysis
1.2.1 Profitability Analysis
The profitability ratios have a good upward trend that is steady and effective over the five-year period which implies that there are an increased financial performance and operational efficiency. Gross profit margin grew steadily by 22.6% in 2021 to 26.4% in 2025 due to improved cost control and product shift to higher-margin products. This implies good pricing policies and enhanced efficiency in production. The operating profit margin increased substantially to 9.9 percent as compared to 5.7 percent, showing improved control of operating expenses, and economies of scale. The steep rise in 2022-23 represents a season of operational optimisation, which may be fuelled by more efficient cost structures and increased revenue (Nnabueze et al., 2024).

Figure 3: Profitability Ratios
(Source: Self-created)
Net profit margin also had a similar trend and increased by 4.8 to 8.1. This is in line with the fact that operating level gains are successfully being converted into bottom-line profitability, and controlled financing and tax costs. The Return on Assets or ROA was also increased by 2.4% to 4.9% which showed better utilisation of assets to earn profits. This is specifically in the capital-intensive industries where the productivity of assets is of utmost importance (Dincă and Akomeah, 2026). The Return on Equity (ROE) rose by 6.5% to 11.4% percent which means that shareholders realized better returns. In general, the trend of increasing all profitability ratios indicates robust financial health, enhancing efficiency, and success in executing strategies, but the continuation of the growth will rely on how to handle future cost pressures and competition.


1.2.2 Liquidity Analysis
Hyundai has a gradual improvement in the liquidity position over the five-year period, but it is relatively constrained. The current ratio rose to slightly higher than 1.01 as compared to 0.92 in 2021, meaning that the company has just now reached the point at which it can cover its short-term liabilities using current assets. Although this enhancement indicates a better management of working capital, the margin of safety is low (Purba, Wulandari and Djatnicka, 2025). The quick ratio rose slightly by 0.71 to 0.76 implying that Hyundai continues to heavily depend on inventory to clear its short-term liabilities. This leaves the company vulnerable especially when there is a change in demand or any supply chain disruption, as inventory is less liquid and thus the company is at risk. 

Figure 4: Liquidity Ratios
(Source: Self-created)
The slight decrease in 2024 and then a stabilisation shows that there is a little volatility in the liquid asset management. The cash ratio increased gradually until it reached 0.27 with slowly improving immediate liquidity. Nevertheless, this indicator is comparatively low, which means that there is a low supply of funds to cover immediate financial obligations without external funding (Ngoc, Ngoc and Le, 2022). In general, the liquidity position of Hyundai is tight but stable. Although the improvements can be seen, the company needs to increase its liquid asset base to increase financial flexibility and ability to withstand short-term shocks. 
1.2.3 Efficiency Analysis
The Hyundai Motor Company efficiency ratios show that there is average but improving operational performance in the past five years. The ratio of asset turnover improved since 2021 to 2025, as the company was making a slow progress in its capacity to convert its asset base into revenue thus changing from 0.50 to 0.60. This increasing tendency indicates improved utilisation of production capacity and the efficiency of sales, which might be caused by strategic expansion and better product mix (Malindzakova and Izarikova, 2025). Conversely, inventory turnover ratio was not particularly high and had a slight decreasing trend as the ratio was 7.2 in 2022 and 6.7 in 2025. This means that inventory is being held at slightly longer periods and this could be an indication of inefficiencies in inventory management or varying demand trends.  

Figure 5: Efficiency Ratios
(Source: Self-created)
Although the ratio itself indicates a reasonable rate of inventory movement, the decrease indicates possible pressure of complexities in the supply chain or higher stocks due to new product lines, especially in electric vehicles (Jones, Nguyen-Tien and Elliott, 2023). Overall, Hyundai displays a stable efficiency increase in the areas of asset utilisation, whereas inventory management seems to have stagnated with slight worsening. This underscores the importance of better coordination of the supply chains and demand prediction to improve the efficiency of operations and avoid wastage of capital in inventory.
1.2.4 Gearing (Leverage) Analysis
Gearing ratios of Hyundai Motor Company indicate a definite and steady change in the capital structure to a more conservative capital structure during the period of five years. The ratio of debt to equity decreased progressively between 2021 and 2025 with a debt-to-equity ratio of 1.65 and 1.35 respectively, which means that the company relies less on debt financing and more on equity financing by shareholders. This trend indicates that the company is becoming financially strong and reducing its financial risk especially the interest rate risk (Eyinade, Ezeilo and Ogundeji, 2025). In the same manner, the debt ratio has fallen to 0.57 as compared to 0.62, that is, a smaller part of the company assets is paid up using liabilities. This is positive as it indicates a better balance sheet status and the capacity to absorb economic risks and market shocks. 

Figure 6: Gearing Ratios
(Source: Self-created)
Nevertheless, the lower leverage also decreases the financial risk, but it can also restrict the ability of the company to invest in high-scale projects, particularly in capital-intensive sectors like electric vehicle development and technological innovation (Olugbenga, 2025). An extremely conservative strategy may lead to the loss of growth opportunities in case the competitors will choose more aggressive financing strategies. Thus, the reducing gearing ratios at Hyundai show better financial stability and risk-sensibility, yet the company should learn to stabilise and invest wisely, to remain competitive in a long-term perspective.
1.2.5 Investment Analysis
The Hyundai Motor Company investment ratios show that it has been creating shareholder value with a steady increase in earnings and net assets. Earnings per share (EPS) has improved greatly as in 2021 it was 26.76 with the company making an increase of 69.48 in 2025, which portrays a significant growth in profitability and capability of the company to yield better returns to its shareholders. This positive trend indicates satisfactory operational performance and strategic growth (Jones, Nguyen–Tien and Elliott, 2023). On the other hand, price to earnings (P/E) ratio dropped drastically by 7847 to 3742. This implies that the growth of earnings has not been matched by the growth in the market expectations which may reflect a cautious investor sentiment or the potential risks in the future, especially in the competitive electric vehicle market. 

Figure 7: Investment Ratios
(Source: Self-created)
At the same time, the dividend payout ratio dropped to approximately 17.6% in 2025 versus 26.3% in 2021, which means that Hyundai is saving more to invest back into the company. This is in line with a growth-oriented policy that aims at innovation and long-term growth (Olugbenga, 2025). Moreover, net asset value (NAV) per share increased gradually between 413 and 610, demonstrating increased equity and financial strength. All in all, the investment ratios indicate that there is a balance between profitability, reinvestment and shareholder value growth, but investor confidence is relatively low. 
1.2.6 Cash Flow Analysis 
The cash flow ratios of Hyundai Motor Company have a steady and positive trend of improvement over the five years which indicates improvement in the internal cash generation and financial sustainability. The operating cash flow ratio rose up steadily and continuously in 2021 to 2025 that is from 0.22 to 0.33, respectively, which shows that the company gained a better capacity to pay its short-term obligations using operating cash flows. This is an indicator of enhanced operational performance and augmented cash transformation of core business operations (Purba, Wulandari and Djatnicka, 2025). On the same note, the operating cash flow to debt ratio increased to 0.149 as compared to 0.097 which indicates that Hyundai has enhanced its ability to finance long term liabilities with internal cash. This trend represents a lower amount of financial risk and improved debt management which goes in line with the decreasing leverage position of the company.  

Figure 8: Cash Flow Ratios
(Source: Self-created)
Cash flow margin also increased by 0.12 to 0.14 which indicates that efficiency of converting revenue into cash has increased. This is especially important in an industry that involves a lot of capital such as capital-intensive industry where good cash flows are vital in financing the current investments. Thus, the upward trends in all the ratios of cash flow will point to a strong and strengthening cash position. Nevertheless, long-term investments in capital and strategic growth can put pressure on cash flows in the future, and prudent financial planning can keep the company liquid and stable over the long term.


1.3 Identification of trends, strengths and threats

The analysis indicates that Hyundai is experiencing high growth in profitability, cash flows are improving and the financial risk is low because of low leverage. These are major strengths favouring long term performance. Nevertheless, the liquidity is tight and dependency on inventory poses operational risks. The enhancement of efficiency is moderate which implies that it can be optimised. At the same time, the decreasing ratio of P/E indicates cautious investor behaviour. 


2. Working Capital Management Analysis
2.1 Overview  
Management of working capital plays a crucial role in ensuring short-term financial viability and effectiveness of Hyundai Motor Company. The move of the firm towards electric cars also makes it more complicated in terms of inventory, receivables, and payables management. This part analyses the working capital of Hyundai with respect to cash cycle, liquidity pattern, financing structure and working capital strategies.
2.2 Cash Operation Cycle Analysis. 
The cash operating cycle or CCC of Hyundai indicates a medium efficiency and a little growth over the years. According to the inventory turnover ratio, which has decreased to 6.7 in 2025 and 7.2 in 2022, inventory holding periods have decreased slightly by about 50 days to about 54 days. This implies a reduced turnover of inventory into sales, probably as a result of higher inventories related to EV manufacturing and supply chain issues. Although the asset turnover has improved, which means that it generates more revenue, the fact that there is no substantial change in inventory efficiency suggests that the operations are structurally inflexible (Nagy, 2025). Along with this, the company is heavily dependent on international suppliers, especially with semiconductors and battery parts, which further exposes it to delays, which may lengthen the cash cycle (Chakraborty, 2023). The close liquidity ratios are an indication that the CCC may not have made any significant improvement even though there is no detailed receivables and payables data provided. Altogether, the cash cycle of Hyundai is stable, but not optimised, which means that the company needs to improve inventory and supply chain management.
2.3 Liquidity and Working Capital Position.
The working capital status of Hyundai is limited although it is improving slowly. Compared to 0.92 in 2021, the current ratio improved slightly to 1.01 in 2025 which means that the company has just reached the point of having enough current assets to meet the short-term liabilities. Nevertheless, this is a small margin, which allows financial shocks to be minimal. The quick ratio is still lower than 1 (0.76 in 2025), which indicates that it still relies on inventory to settle debts. This is also buttressed by the decreasing inventory turnover which indicates that a good percentage of the working capital is invested in stock. The cash ratio has also increased to 0.27, which means that it has limited short-term liquidity. This, together with the increase in capital spending and the variability of operating cash flows evident in the financial statements, puts strain on financial flexibility in the short-term (Barnabas and Oloyede, 2024). In general, Hyundai has a working capital structure that is functioning and tight, with operational efficiency being more important than liquidity buffers, leading to a higher sensitivity to short-term shocks.
2.4 Short-term vs Long-term Financing.
Hyundai has a moderate, yet risk-averse financing strategy to fund its working capital requirements. The short-term requirements are probably financed through short-term financing, such as trade payables and short-term borrowings, to finance operational needs like inventory and receivables (Nicolas, 2022). Nevertheless, short term financing can be more prone to the risk of refinancing risks due to the tight liquidity ratios of the company particularly at times of cash flow volatility. Conversely, the decreasing debt-to-equity ratio (1.65 to 1.35) demonstrates that it has switched towards lower reliance on debt and to an increased reliance on equity. This implies that Hyundai is slowly becoming dependent on long term financing and internal sourcing to finance investments. It minimizes financial risk and enhances stability but could also restrict the ability to fund large-scale investments in EVs (Lai, 2025). This strategy is backed by the improving operating cash flow ratios with internal cash generation becoming a more critical source of funds. In general, the Hyundai financing mix is more conducive to stability than aggressive expansion, but it can limit the fast growth. 


2.5 Recommendations to Enhance Working Capital
[image: ]
The targeted improvements will provide three main benefits to the company by improving liquidity and decreasing operational inefficiencies and strengthening Hyundai's overall capital management system.
2.6 Summary 
[bookmark: _Toc227680040]The working capital management of Hyundai is average with its operations being stable and cash flow generation improving. Nevertheless, the liquidity is still tight, and there is a significant dependence on inventory and a lack of cash reserves. Although the company enjoys the advantage of conservative financing strategy and efficiency in its operations, it is prone to risks due to its supply chain limitation and high investment requirements. To sustain a sustainable growth and financial flexibility, it will be necessary to strengthen liquidity, optimise inventory, and enhance cash cycle efficiency. In general, the company is financially robust, but has difficulties in managing liquidity, pressures in investments, and continued efficiency in a competitive and capital-intensive business. 
3. Strategic Financial Restructuring Plan
3.1 Overview
Hyundai Motor Company is going through a major strategic shift, which is the conversion to electric cars, technological advances, and the worldwide growth. Despite the good profitability and rising cash flows, financial analysis indicates the presence of major issues in the company such as constrained liquidity, average efficiency and rising investment requirements. All these aspects require an active financial restructuring strategy to help to achieve resilience and long-term growth. This plan aims at maximising capital structure, increasing working capital efficiency, and sustainable financing without diminishing shareholder value in a highly competitive and capital-intensive industry.
3.2 Core Financial Problems Identification
Even though Hyundai has been recording great financial performance over the past years, there are a number of underlying issues that need to be addressed. To begin with, the liquidity position of the company is relatively tight, as the current and quick ratios are at minimum acceptable levels (Wang, 2025). This restricts its capacity to react suitably to the immediate financial demands or to capitalise on new opportunities promptly.
Secondly, profitability has been on an upward trend although to some extent, it is affected by favourable market conditions. The growth of competition in the electric vehicle market and the cost of inputs could potentially exert a negative impact on profit margins in the future (Fedotov, 2022). Hence, operations efficiency and cost management will require constant enhancements to maintain profitability.
Thirdly, Hyundai is not very aggressive in leveraging, which lowers the financial risk, but could limit its ability to fund huge investments to expand EVs (Li and Li, 2024). The rivals with more aggressive financing plans may have an upper hand when it comes to speeding up the innovation and increasing production.
3.3 Financial Restructuring Strategies
3.3.1 Strategic Divestiture and Portfolio Optimisation
Disposing the non-core or poor performing business unit is one of the effective restructuring strategies. Hyundai has several automotive and mobility segments, some of which might be inconsistent with its long-term orientation towards electric cars. The divestiture of low-margin or non-strategic assets can channel the resources to the high-growth businesses, including EV manufacturing, battery development, and autonomous systems, to enhance returns and operational efficiency (Pasadilla, 2023).
However, these investments should be done with caution to prevent both short-term decrease in revenue or the hampering of integrated operation (Kuchyn, 2025). Decisions must focus on long-term strategic fit and sustainable value creation, and not economic benefits in the short-term.
3.3.2 Strategy and equity injection with strategic alliances
Increasing the capital base by either internal or external partnerships can help Hyundai to increase its capital base. The cooperation with the technology companies, battery producers, or foreign investors can contribute to financial support, as well as the high-technological skills (Chen, 2022).
Equity financing will help decrease the reliance on debt and enhance the overall financial stability, which is especially crucial in the context of the limited liquidity position of the company. Moreover, strategic partnerships may speed up the innovation and reduce the cost of development through sharing expertise and resources (Francisca, 2025). This joint solution can improve the competitiveness of Hyundai and help it to make a long-term shift to higher and electric mobility options.
3.3.3 Debt Structure optimisation
Even though Hyundai is in a comparatively conservative leverage position, there is a room to streamline its debt position. A prudent increment of long-term borrowing can afford a consistent supply of funds to finance big investments without a significant jump in the risk factors of finances (Odhiambo, Murori and Aringo, 2025). The company currently has a high cash flow generation; hence, it is in a good position to cater to extra debt in case it is needed.
To increase returns to shareholders and ensure a faster growth of the electric vehicle market, a balanced increase in leverage can be helpful (Zang et al., 2024). Nonetheless, over-borrowing may subject the company to interest rate risks and financial instability, and it is therefore necessary to ensure that the level of debt is prudently and well-managed.
3.3.4 Working Capital Restructuring
Improving working capital efficiency is a key aspect of financial restructuring. As it was determined previously, Hyundai has rather constrained liquidity and is inventory driven. To deal with this, the company ought to aim at minimizing inventory holding durations, speeding up the receivables collection, and ensuring that the payables are handled better (Islam, 2025).
These would reduce the cash conversion cycle and provide more money to make strategic investments. Moreover, the use of digital supply chain technologies and improved relations with suppliers can lead to increased operational efficiency and resilience to facilitate easier operations and enhance financial flexibility in the competitive and dynamic industry (Atieh Ali et al., 2024).
3.4. Impact on shareholder value 
The restructuring plans being put forward are expected to impact shareholder value in a huge way. Profitability and return on assets could be enhanced by focusing on high margin areas by divestment and portfolio optimisation. Partnerships and growth by raising equity can aid in long-term growth, but in the short run, existing shareholders may have their ownership diluted (Potharla, 2025). 
The debt structure can be optimised to increase the level of return on equity by utilising financial resources in a more efficient manner, although it increases the amount of financial risk (Filatova, Kulyk and Kravchenko, 2024). Comprehensively, the combined strategies are likely to result in a stronger long-term shareholder value through growth, higher profitability, and enhanced efficiency in operations.
3.5 Effect on Debt Organisation and Financial Flexibility
A redesign of the financial structure will re-design the debt profile of Hyundai and improve its financial flexibility. The higher strategic investments can be funded with stable long-term debt and decrease short-term financing (Potes, 2025). Meanwhile, better working capital management will be able to enhance liquidity, guaranteeing that the amount of cash will be enough to react promptly to alterations in the market.
This flexibility is specifically needed in the rapidly changing EV industry, where the rapid technological changes and competition mandate fast decision-making (Jagani, Marsillac and Hong, 2024). Having a balanced capital structure will also ensure that the company does not get too leveraged and also retain the capacity to finance future growth prospects.
3.6 International and Ethical considerations
The internationalisation of Hyundai means it is exposed to a wide range of financial risks such as exchange rates, the existence of different tax systems and inflationary pressures in different markets. Such considerations need inclusion in financial restructuring strategies to make them sustainable in the long run (Edo-Osagie, 2025). Exposure can be alleviated by using hedging strategies and diversification of revenue streams in different regions. Also, international regulations should be adhered to in tax planning with the goal of maximising the total tax efficiency.
Ethics also becomes a matter of concern. Hyundai needs to be responsible in sourcing of raw materials, especially battery, and remain highly environmentally and socially accountable (Yang, Huang and Lin, 2022). Enhancing corporate social responsibility practices will improve brand equity and develop more trust towards stakeholders.


3.7 Summary
In summary, Hyundai Motor Company needs an active and sustainable financial restructuring strategy to help it transform into a technology-oriented and environmentally oriented company in the future. Although the overall financial performance of the company is good, issues of liquidity, efficiency in running the company, and increasing investment requirements point to the need to make strategic changes.
A mixture of divestment, equity financing, debt optimisation, and enhanced working capital management can enable Hyundai to bolster its financial base and enable long-term growth. These strategies will enable the company to be competitive and flexible in the fast-changing automotive industry, in addition to considering global and ethical considerations.
4. Investment Appraisal and Capital Budgeting
4.1 Overview
Investment appraisal is a very important part of financial decision-making, especially to Hyundai Motor Company as it is still heavily investing in electric vehicle technologies and internationalization. This analysis analyses three suggested projects, project A, B, and C, using capital budgeting key techniques, such as Payback Period (PBP), Profitability Index (PI), Net Present Value (NPV), Accounting Rate of Return (ARR), and Internal Rate of Return (IRR). These techniques aid in determining the financial viability and the possible returns of every project. The cost of capital and risk level of the company are reflected in a discount rate of 10% which is used to make sure that a consistent and realistic assessment is made on the future cash flows of the company.
[bookmark: _Toc227579218]4.2 Summary of results
	Method
	Project A
	Project B
	Project C

	NPV (£m)
	-8.68
	-8.30
	-1.98

	IRR
	3%
	3%
	9%

	PI
	0.83
	0.83
	0.96

	Payback Period
	4.5 years
	4.55 years
	3.6 years


4.3 Payback Period (PBP)
Payback period is the time it will take an investment to pay back. Project C has the shortest payback period of about 3.6 years, as compared to about 4.5 years of Project A and 4.55 of Project B. This means that Project C can enable quicker recovery of the invested capital.
Critically speaking, this is especially applicable to Hyundai due to its rather limited liquidity stance. A reduced payback period minimizes financial risk and enhances cash positions to underpin subsequent investments. Nevertheless, this approach is not without limitations since it does not consider the cash flows provided after the payback period and fails to take into consideration the time value of money.
4.4 Accounting rate of Return (ARR)
Accounting rate of return measures the profitability on a basis of accounting earnings, not cash flows. Project C is the highest in terms of ARR at 6, which is way ahead of Project B (2) and Project A(1.6). This indicates that Project C has higher average returns as compared to the initial investment.
Although ARR is an important tool of measuring profitability, it has significant drawbacks. It does not consider the timing of returns or cost of capital that are essential in making investment decisions. Thus, though Project C looks most appealing with ARR, it is necessary to evaluate it with other evaluation techniques.
4.5 Net Present value (NPV)
Net Present Value is generally considered to be one of the most effective methods of capital budgeting since it not only considers the time value of money, but also the size of investment as a whole. All the three projects yield negative NPV when rated at a discount of 10% which implies that none of them satisfy the required rate of return.
Nonetheless, Project C has a relatively better performance with the lowest negative NPV of -1.98 million as opposed to -8.68 million in Project A and -8.30 million in Project B. This implies that Project C will lead to minimum loss of value and it is the most acceptable project of the three in terms of finances.
Critically, the negative NPVs would create doubts about the viability of such investments. This result can be due to conservative cash flow estimates or a fairly high cost of funds. In the case of Hyundai, it pinpoints the need to be cautious when choosing projects and controlling costs so that it can achieve improved investment returns.
4.6 Profitability Index (PI)
The Profitability Index is a measure of the value created or generated per unit of investment, and it is used to determine the efficiency with which capital is employed. Of the three projects, project C has the highest PI of 0.96, whereas A and B have the same PI of 0.83. Though all the projects do not have a PI more than 1, meaning that they do not create enough returns, Project C still shows relatively better performance. The approach can be quite handy when capital is rationed, as it enables the efficiency of investments between options to be compared. Project C would seem like the most good payback against the cost of investment in this situation.
4.7 Internal rate of Return (IRR)
The Internal Rate of Return is the discount rate that makes the net present value zero. Project C has an IRR of about 9, which is nearer to the required rate of 10 as opposed to Project A and B which have a rate of about 3. This shows that Project C has a better prospect of returns, compared to Project C. Nevertheless, all the IRRs are lower than the target, and therefore, no project meets investment expectations completely. Moreover, IRR may not be reliable in the cases when cash flows are not evenly distributed and thus it must be compared with NPV to have reliable decision making.
4.8 Overall Project Evaluation
In all assessment techniques, Project C is always better than Projects A and B. It has the shortest payback, it has the highest ARR, it has the best PI, and the IRR that is nearest to the necessary rate of return. Furthermore, it has the least negative NPV, which means that it would lose its value relatively less than the other options. Project C was chosen as the best investment as it has been performing consistently using various methods of appraisal. By contrast, Project A and B are not as financially attractive as they are less strategic and have poorer financial results.
4.9 Strategic Justification Hyundai Context
Project C is a good fit to the present financial situation and long-term strategic goals of Hyundai. Since the company is relatively tight in its liquidity position, the shorter payback period of Project C is especially beneficial as it will enable recovering invested capital more quickly and enhance the availability of cash flows. This justifies why Hyundai should be financially flexible and still pursue its investments.
Furthermore, the Project C shows a better performance in ARR and IRR, which confirm Hyundai as a company that is concerned with increasing its profitability and shareholder returns. It has a balanced risk and return strategy as its cash flow is higher in the middle years. With Hyundai still spending a great deal of money on electric vehicle technologies, it is important to make efficient and cost-effective choices on which projects to invest in. In this respect, Project C appears to be the most appropriate option.
4.10 Non-Financial Considerations
Although financial analysis is crucial, non-financial aspects should also be considered in making investment decisions. The political and regulatory environment, especially the government policies and incentives, have a significant impact on the automotive industry, especially the EV market. Modifications in these regulations may have a great effect on the viability of projects.
Competition in the market is another key variable, and the industry is influenced by high competitors like Tesla, Inc. and BYD Company. Hyundai should make sure that its investment enhances its competitiveness. Also, loyalty of customers and brand image are critical, and investments must be based on consumer anticipation of innovation, sustainability, and reliability.
4.11 Capital Rationing Decision
Hyundai has a limited investment budget of £100 million so they can only choose between two of the three suggested projects. This restriction should be considered with much care so that the combination selected can bring maximum value and there should be a reasonable balance of risk and return. According to net present value (NPV) analysis, any project combination will lead to negative values, i.e., the aim is not to obtain high value but to reduce the total losses.
Out of the options, the combination of Projects A and B has the lowest performance because it generates the most negative NPV. The combination of Projects A and C demonstrates some better but still, it causes a rather significant loss in contrast to the most advantageous option. Conversely, Projects B and C result in the lowest cumulative negative NPV, and hence is the most acceptable, in terms of finance, under the given constraints.
Strategically, this combination also provides a more balanced cash flow profile. Project B is a project that will provide predictable returns over a period of time, which will assist in financial stability. In the meantime, Project C offers better capital recovery because it is less payback period and enhances liquidity and overall efficiency.
The balance is especially critical to Hyundai, which needs to uphold a high level of liquidity and invest in the growing market of electric vehicles. As such, the best decision to make in capital rationing is Projects B and C since it reduces the loss of value, promotes financial stability, and is in line with the long-term strategic orientation of the company.
4.12 Summary
Finally, Project C is the most favourable project that is found to be favourable under all the methods of appraisals although all the projects have negative NPVs. It shows relatively high returns, faster payback on investment and efficiency as compared to the amount of investment. Given the constraint of capital rationing, the Projects B and C are the best option to make as they give the most efficient balance of risk and profit besides efficient use of the limited financial resources. In the case of Hyundai Motor Company, these choices of projects are in the interests of financial discipline and strategic development in a high-competition and capital-intensive automotive industry.
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Investment Ratios 

Earnings Per Share (EPS)	2021.0	2022.0	2023.0	2024.0	2025.0	26.7605633802817	37.0892018779343	57.7464788732394	61.9718309859155	69.4835680751174	Price Earnings Ratio (P/E Ratio)	
2021.0	2022.0	2023.0	2024.0	2025.0	7847.36842105263	4853.16455696202	3809.75609756098	3872.72727272727	3741.89189189189	Dividend Payout Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.263157894736842	0.202531645569620	0.162601626016260	0.174242424242424	0.175675675675676	Net Asset Value (NAV) per Share	2021.0	2022.0	2023.0	2024.0	2025.0	413.145539906103	469.483568075117	535.211267605634	572.769953051643	610.328638497653	



Cash Flow Ratios 

Operating Cash Flow Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.222222222222222	0.264705882352941	0.305555555555556	0.32	0.333333333333333	Operating Cash Flow to Debt Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.0965517241379310	0.116129032258065	0.135802469135802	0.142857142857143	0.148571428571429	Cash Flow Margin	2021.0	2022.0	2023.0	2024.0	2025.0	0.119047619047619	0.126315789473684	0.135218192993239	0.140762463343109	0.142857142857143	



Profitability Ratio 

Gross Profit Margin	2021.0	2022.0	2023.0	2024.0	2025.0	0.226190476190476	0.242105263157895	0.256299938537185	0.260997067448680	0.263736263736264	Operating Profit Margin	2021.0	2022.0	2023.0	2024.0	2025.0	0.0569727891156463	0.0687719298245614	0.0928088506453596	0.0967741935483871	0.0989010989010989	Net Profit Margin	2021.0	2022.0	2023.0	2024.0	2025.0	0.0484693877551020	0.0554385964912281	0.0755992624462200	0.0774193548387097	0.0813186813186813	Return on Assets (ROA)	2021.0	2022.0	2023.0	2024.0	2025.0	0.0244635193133047	0.0309803921568627	0.0445652173913044	0.0455172413793103	0.0485245901639344	Return on Equity (ROE)	2021.0	2022.0	2023.0	2024.0	2025.0	0.0647727272727273	0.079	0.107894736842105	0.108196721311475	0.113846153846154	


Liquidity Ratios 

Current Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.920634920634921	0.955882352941176	1.0	1.0	1.01282051282051	Quick Ratio (Acid-Test Ratio)	2021.0	2022.0	2023.0	2024.0	2025.0	0.714285714285714	0.735294117647059	0.763888888888889	0.753333333333333	0.756410256410256	Cash Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.190476190476190	0.220588235294118	0.25	0.26	0.269230769230769	



Efficiency Ratios 

Asset Turnover Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	0.504721030042918	0.558823529411765	0.589492753623188	0.587931034482759	0.596721311475410	Inventory Turnover Ratio	2021.0	2022.0	2023.0	2024.0	2025.0	7.0	7.2	7.11764705882353	6.81081081081081	6.7	



Gearing (Leverage) Ratios 

Debt to Equity Ratio	
2021.0	2022.0	2023.0	2024.0	2025.0	1.64772727272727	1.55	1.42105263157895	1.37704918032787	1.34615384615385	Debt Ratio	
2021.0	2022.0	2023.0	2024.0	2025.0	0.622317596566524	0.607843137254902	0.586956521739130	0.579310344827586	0.573770491803279	
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Category

Key Observations.

Evaluation

Trends | Profitability ratios show a consistent upward trend | The overal trend suggests strong
from 2021-2025, indicating improved margins and | financial progression driven by
retums. Liquidity ratios have slightly improved but | profitabilty and cash flow
remain close to minimum thresholds. Eficiency | improvements. However, slower
reflects gradual improvementin asset utiisation, while | gains in ity and efficiency
inventory tumover shows a slight decline. Gearing | highlight structural jons and
ratios are decreasing, and cash flow ratios show | operational challenges.
steady growth

Strengths | Rising profitability (GPM, OPM, NPM) and retums | These strengths ~demonstrate
(ROA, ROE). Strong and improving cash flow | effective  cost management,
generation. Reduced reliance on debt enhances | strategic positioning, and strong
financial stability. Increasing EPS and NAV indicate | operational performance,
growing shareholder value. supporting long-term growth and

competitive advantage.

Threats idity remains tight with low current and cash | These factors indicate potential

ratios. High reliance on_inventory increases risk
exposure. Declining P/E ratio signals cautious
investor sentiment Lower leverage may restrict
funding capacity. Continuous capital investment may
strain future cash flows.

financial pressure in the short term

and risks related to market
competion  and funding
constraints,  requiring  careful

planning and balance.
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Area Issue Identified Recommendation Expected Impact

Inventory Declining inventory | Implement Al-driven Reduced holding period
Management | tumover (72 to 6.7) demand forecasting and and improved  cash
indicates slower stock | real-ime inventory tracl conversion cycle
movement

Low current (101) and | Increase cash reserves and | Improved ability to meet
cash ratio (0.27) indicate | maintain committed credit | short-term obligations and
tight liquidity lines absorb shocks

Receivables | Potential delays implied Introduce ~stricter credit | Faster cash inflows and
by tight liquidity poliies  and faster  improved liquidity
collection systems

Payables
Management

Negotiate extended | Improved cash  retention
payment terms with key | without harming supplier
suppliers relationships

Conservative  leverage | Use ~selective shortterm  Enhanced flexibilty while
may limit growth financing  aligned  with financial
operating cycles.
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Year 2021 2022 2023 2024 2025

Revenue 117.6 142.5 162.7 170.5 182

Cost of Sales 91 108 121 126 134

Gross Profit 26.6 34.5 41.7 44.5 48

Operating Profit 6.7 9.8 15.1 16.5 18

Net Profit 5.7 7.9 12.3 13.2 14.8

Total Assets 233 255 276 290 305

Current Assets 58 65 72 75 79

Inventory 13 15 17 18.5 20

Cash 12 15 18 19.5 21

Total Liabilities 145 155 162 168 175

Current Liabilities 63 68 72 75 78

Equity 88 100 114 122 130

Operating CF 14 18 22 24 26

Investing CF -11 -13 -15 -16 -18

Financing CF -2.5 -3 -4 -4.5 -5

No. of Shares (billion) 0.213 0.213 0.213 0.213 0.213

Market Price per Share (KRW) 210,000 180,000 220,000 240,000 260,000

Dividends (KRW trillion) 1.5 1.6 2 2.3 2.6
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Profitability Ratio 2021 2022 2023 2024 2025

Gross Profit Margin 0.22619048 0.242105 0.2563 0.260997 0.263736

Operating Profit Margin 0.05697279 0.068772 0.092809 0.096774 0.098901

Net Profit Margin 0.04846939 0.055439 0.075599 0.077419 0.081319

Return on Assets (ROA) 0.02446352 0.03098 0.044565 0.045517 0.048525

Return on Equity (ROE) 0.06477273 0.079 0.107895 0.108197 0.113846

Liquidity Ratios 2021 2022 2023 2024 2025

Current Ratio 0.92063492 0.955882 1 1 1.012821

Quick Ratio (Acid-Test Ratio) 0.71428571 0.735294 0.763889 0.753333 0.75641

Cash Ratio 0.19047619 0.220588 0.25 0.26 0.269231

Efficiency Ratios 2021 2022 2023 2024 2025

Asset Turnover Ratio 0.50472103 0.558824 0.589493 0.587931 0.596721

Inventory Turnover Ratio 7 7.2 7.117647 6.810811 6.7

Gearing (Leverage) Ratios 2021 2022 2023 2024 2025

Debt to Equity Ratio 1.64772727 1.55 1.421053 1.377049 1.346154

Debt Ratio 0.6223176 0.607843 0.586957 0.57931 0.57377

Investment Ratios 2021 2022 2023 2024 2025

Earnings Per Share (EPS) 26.7605634 37.0892 57.74648 61.97183 69.48357

Price Earnings Ratio (P/E Ratio) 7847.36842 4853.165 3809.756 3872.727 3741.892

Dividend Payout Ratio 0.26315789 0.202532 0.162602 0.174242 0.175676

Net Asset Value (NAV) per Share 413.14554 469.4836 535.2113 572.77 610.3286

Cash Flow Ratios 2021 2022 2023 2024 2025

Operating Cash Flow Ratio 0.22222222 0.264706 0.305556 0.32 0.333333

Operating Cash Flow to Debt Ratio 0.09655172 0.116129 0.135802 0.142857 0.148571

Cash Flow Margin 0.11904762 0.126316 0.135218 0.140762 0.142857
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Year Project A Project B Project C

0 -50 -50 -50Discount Rate = 10%

1 10 11 5

2 12 11 10

3 14 11 20

4 10 11 25

5 8 11 5

NPV ($8.68)

($8.30) ($1.98)

IRR 3% 3% 9%

Profitability Index (PI) 0.826483536 0.833973089

0.960323127

Year Cash Flow Cumulative

0 -50 -50

1 10 -40

2 12 -28

3 14 -14

4 10 -4 Payback period

5 8 4

ARR

Total Profit

Average Profit

0.016

4 0.8

4.5
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Cash flow statement

year ended 31.12.2022 (in CZK thousand)
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Cash flow statement

Year ended 31. 12. 2024 (in CZK thousand)

Yearended  Yearended
31.12.2004 31.12.2023

‘Opening balance of cash and cash equivalents 35937372 28362085
z Profit or loss before tax 13653703 16956053
AL Adjustments for non-cash transactions 836748 1796065
Al Depreciation of fixed assets 2688707 2844375
Al2. Cnange in provisions and reserves 129413 019517
A13. Frofit/(loss) on the sale of fixed assets 43591 4208
Al5. Interest expense and interest income 1999205  -1868437
A16.  Adjustments for other non-cash transactions 25668 103508
A Netoperating cash flow before changes in working capital 1440451 18752118
A2 Change in working capital 3694449 7492005
A21 Change in operating recsivables and other assets 6219416 4711504
A22  Cnangein operating payables and otner liabilities 1754378 3335503
A23. Cnange in inventories 770588 555002
e Net cash flow from operations before tax 18184500 26244123
A3 Interest paid 105249  -180153
A4 Interest received 2192520 2012488
AS. Income tax paid from ordinary operations 4046018  -3339493
e Netoperating cash flows. 16226162 24736965

Cash flows from investing activities
81 Fixed assets expenditures ‘1453088 2946427
B2 Proceeds from fixed assets sold 131888 11049
B Netinvestment cash flows. 1322086 2934478

Cash flow from financial activities
ca. Cnange in payables from financing 3007151 2458710
c2. Impact of changes in equity 16585440 -11763490
c26. Profit shares/dividends paid 16585440 -11763490
con Netfinancial cash flows. 19592581 14227200
3 Netincrease or decrease in cash and cash equivalents. 4683485 7575287

R Closing balance of cash and cash equivalents 31208887 35937372
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FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2025 AND 2024 (Unaudited)

Cash flows from operating activities:
Cash generated from operations:
Profit for the period
Adjustments
Changes in operating assets and liabilities

Interest received
Interest paid
Dividend received
Income tax paid

Net cash provided by operating activities

Cash flows from investing activities:
Changes in short-term financial instruments, net
Changes in other financial assets (current), net
Decreases in other financial assets (non-current)
Collection of other receivables
Disposals of long-term financial instruments
Proceeds from disposals of property. plant and.

equipment
Proceeds from disposals of intangible assets
Proceeds from disposals of investment in joint
ventures and associates
Acquisitions of subsidiaries, net of cash acquired
Increases in other financial assets (non-current)
Increases in other receivables
Purchases of long-term financial instruments
Acquisitions of property, plant and equipment
Acquisitions of intangible assets
Acquisitions of investments in joint ventures and
associates

‘Net cash flows from changes of consolidation scope

Others
Net cash used in investing activities

(Continued)

Six-month period ended June 30,
NOTES 2025 2024
(T millions of Korean Won)
33

W 663564 W 7549001
12,415,188 11725244
_(14373519) (14,864.781)
4674233 4410364
666,943 772,083
(3.362.940) (2.749.018)
1,021,883 950,302
(2.040,468) Q164414)
959,651 1,228,407
1,167,682 241,978
304,507 (21.200)
144,543 67.437
44134 30372
305 20
160351 60.686
566 5958
10,200 10781
(84.568) N
(416351) (725.076)
(34.561) (252.382)
(23.482) (12.031)
(3.856.673) (3.822.600)
(1056.617) (781.030)
(1.377.950) (1.568.934)
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