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[bookmark: _Toc227888378]1. Introduction
With headquarters in Seoul, South Korea, Hyundai Motor Company is one of the top five automotive manufacturers in the world by volume, and forcefully repositioned itself as a serious competitor in the electric vehicle (EV) market with its IONIQ sub-brand and growing battery electric vehicle product line. Would the 2020-2024 five-year gap place extraordinary pressure on all global automakers? A pandemic that fell volumes during the night, a semiconductor shortage that shook production over two years and an industry reorganization toward electrification that required capital investments in the trillions of Won demanded capital investments. It is based on that background that the financial journey of Hyundai is marked by a recovery, development and increasing strategic investment.
The report is designed on four analysis tasks. Section 2 discusses five financial years of the financial performance by analyzing its ratios in detail and referring to the trends and strengths, threats. Section 3 appraises working capital management and financing strategy. Section 4 suggests a strategic financial restructuring strategy, taking into consideration international and ethical aspects. In Section 5, three competing investment projects are assessed, and the best allocation in a budget of £100 million is made. All figures are based on K-IFRS consolidated financial statements of Hyundai FY2020- FY2024 (Hyundai Motor Company, 2024).
[bookmark: _Toc227888379]2. Financial Health Check
[bookmark: _Toc227888380]2.1 Profitability Analysis
The trend in the revenue level of hyundai in the period under review is one of the most convincing trends in the peer group. Out of the KRW 103.9 trillion in FY2020, revenue increased steadily until FY2024, when it reached KRW 175.2 trillion - a total cumulative growth of 68.5 percent in five years (Hyundai Motor Company, 2025). Interestingly, this was despite decreasing the unit sales of vehicles by 1.8% in FY2024, showing that increasing revenue is no longer based on volume but on pricing discipline and a more enriched product mix.




[bookmark: _Toc227887998]Table 1 Hyundai Motor Company - Profitability Ratios, FY2020–FY2024
	Metric
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	Revenue (KRW bn)
	103,998
	117,611
	142,151
	162,664
	175,231

	Gross Profit Margin
	17.8%
	18.6%
	19.9%
	20.6%
	20.4%

	Operating Margin (EBIT)
	2.3%
	5.7%
	6.9%
	9.3%
	8.1%

	Net Profit Margin
	1.4%
	4.2%
	5.2%
	7.4%
	7.1%

	EBITDA Margin
	5.0%
	8.2%
	9.2%
	11.2%
	9.9%

	Return on Equity (ROE)
	1.9%
	6.0%
	8.1%
	11.7%
	10.4%

	Return on Assets (ROA)
	0.7%
	2.1%
	2.9%
	4.2%
	3.7%


Source: Hyundai Motor Company (2024); Hyundai Motor Company (2025)
Table 1 demonstrates that Hyundai’s profitability strengthened significantly across FY2020–FY2024, with net profit margin rising from 1.4% to 7.1% and ROE recovering from 1.9% to 10.4%, confirming a robust earnings recovery driven by EV market repositioning and improved pricing discipline.
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[bookmark: _Toc227887990]Figure 1 Revenue and Operating Profit Trend, FY2020–FY2024
Source: Hyundai Motor Company Annual Reports
The gross profit margin has increased to 20.4 that will result in a gradual increase of the management of the production costs and the favourable pricing environment of the premium EV models. The operating margin is a far more dramatic tale: the 2.3% of FY2020 was due to a collapse in volumes and factory shutdowns brought about by the pandemic and the recovery to 9.3% in FY2023 was the operational leverage inherent in the business in situations when everything went back to normal. Its minor decline to 8.1% in FY2024 was attributed to an increase in warranty coverage due to a weaker Korean Won and increased incentives in the dealers in the increasingly competitive EV markets (Hyundai Motor Company, 2025).
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[bookmark: _Toc227887991]Figure 2 Profitability Margins, FY2020–FY2024
Source: Hyundai Motor Company Annual Reports
The net profit increased by nine times in absolute terms, as at FY2020, the net profit stood at KRW 1.4 trillion and in FY2024, the net profit was KRW 12.5 trillion. The profitability also on the shareholders showed that the shareholders had been better compensated with 10.4 on the equity invested, compared to the previous year when it was only 1.9, which was a significant benefit, as the profitability normalised and grew. ROA changed to 3.7% compared to 0.7 which is that the increasing asset base is being utilized with increased efficiency. Although these returns are lower than the 15-18% ROE thresholds of technology-platform companies, they are a fitting result of a capital-intensive automotive firm and are not periods of cyclical volatility (Palepu, Healy and Peek, 2019).
To contextualise Hyundai’s financial performance, Table 2 below provides a benchmark comparison with closest Korean peer KIA Corporation and global competitor Honda Motor Company for FY2024, covering profitability, liquidity, and leverage dimensions (KIA Corporation, 2024; Honda Motor Co., 2024).
[bookmark: _Toc227887999]Table 2 Peer Comparison - Hyundai, KIA, and Honda (FY2024)
	Metric (FY2024)
	Hyundai
	KIA
	Honda

	Operating Margin (%)
	8.1%
	7.8%
	7.2%

	Net Profit Margin (%)
	7.1%
	7.1%
	5.8%

	ROE (%)
	10.4%
	16.2%
	9.2%

	ROA (%)
	3.7%
	4.9%
	2.9%

	Current Ratio
	1.46
	1.38
	1.43

	Debt-to-Equity
	1.31
	1.22
	1.18

	Interest Cover (x)
	31.5x
	28.4x
	19.6x


Sources: KIA Corporation Annual Report (2024); Honda Motor Co. Annual Report (2024); StockAnalysis.com (2025)
Table 2 confirms that Hyundai’s profitability is broadly aligned with KIA in FY2024, though KIA’s ROE of 16.2% exceeds Hyundai’s 10.4%, reflecting a leaner balance sheet; both Korean OEMs outperform Honda on return metrics, while all three maintain adequate liquidity buffers consistent with investment-grade profiles.
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[bookmark: _Toc227887992]Figure 3 Peer Comparison - Hyundai vs KIA vs Honda (FY2024)


Sources: Company Annual Reports; StockAnalysis.com (2025)


[bookmark: _Toc227888381]2.2 Liquidity Analysis
[bookmark: _Toc227888000]Table 3 Hyundai Motor Company - Liquidity and Gearing Ratios, FY2020–FY2024
	Metric
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	Current Ratio
	1.41
	1.38
	1.30
	1.39
	1.46

	Quick Ratio
	1.22
	1.20
	1.11
	1.15
	1.21

	Cash Ratio
	0.17
	0.20
	0.28
	0.26
	0.24

	Debt-to-Equity
	1.21
	1.32
	1.25
	1.24
	1.31

	Debt-to-Assets
	0.44
	0.46
	0.44
	0.45
	0.46

	Interest Cover (x)
	6.6x
	21.9x
	18.8x
	27.1x
	31.5x


Source: Hyundai Motor Company (2024); Hyundai Motor Company (2025)
Table 3 reveals that liquidity remained stable throughout the period with current ratio between 1.30 and 1.46, while the dramatic improvement in interest cover (6.6x to 31.5x) signals that earnings growth has outpaced debt accumulation, conferring strong financial resilience despite higher absolute leverage levels.
The liquidity of Hyundai has generally remained the same over the period. The current ratio was between 1.30 and 1.46 and final FY2024 was at its five-year high. It means that the company will be able to fulfill the short-term obligations without any problems, but the ratios are not high which is quite characteristic of an OEM that is highly active in working capital use, and does not stash cascades of idle money (Brealey, Myers and Allen, 2023). The fact that even after deduction of inventories, the current ratio of 1.21 in FY2024 indicates that even with the disclosure of inventories, there is enough liquidity to take care of current liabilities which rules out fears of overrelying on inventory convertibility.
The interest cover ratio is probably the most encouraging figure in this section as it shows that the earnings increase is much higher than that of interests: the 6.6x in FY2020 are increased to 31.5x in FY2024. The debt burden is comfortably serviced in spite of the fact that total debt has increased almost two-fold in nominal terms. This is a very important counterbalance to leverage ratios and must have a substantial weight in any financial risk evaluation (Brealey, Myers and Allen, 2023).
[bookmark: _Toc227888382]2.3 Efficiency Analysis
[bookmark: _Toc227888001]Table 4 Hyundai Motor Company - Efficiency Ratios, FY2020–FY2024
	Metric
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	Inventory Days (DIO)
	48.4
	44.4
	45.8
	49.2
	51.8

	Receivables Days (DSO)
	27.2
	24.0
	23.8
	20.1
	22.0

	Payables Days (DPO)
	37.5
	34.9
	34.6
	31.0
	32.8

	Asset Turnover (x)
	0.50
	0.50
	0.56
	0.58
	0.52

	Inventory Turnover (x)
	7.55
	8.22
	7.97
	7.42
	7.05

	Fixed Asset Turnover (x)
	1.88
	1.87
	2.19
	2.34
	1.97


Source: Hyundai Motor Company (2024)
Table 4 illustrates a mixed efficiency picture: while receivables collection improved materially (DSO falling 5.2 days), rising inventory days (+3.4) and shorter supplier payment terms (−4.7 days) together widened the cash operating cycle, indicating that supply-chain resilience is being prioritised over working capital optimisation.
Inventory days rose from 48.4 to 51.8 days between FY2020 and FY2024. This represents an intentional move to hold on to larger stocks of safety, considering the disastrous semiconductor limitation constrained output in 2021 and 2022, though it also indicates an increase pressure of slower EV stock rotation in markets where consumers have yet to take in greater quantities (Arnold, 2023). Receivables days decreased to 22.0 to 27.2 days - a true efficiency improvement that indicates better dealer credit conditions with increased cash collection. Payables days have however decreased to 32.8 days as compared to 37.5 days indicating that Hyundai is paying its suppliers sooner and is practically subsidizing the supply chain at the cost of its working capital position.
The trend in working capital indicates Hyundai has a trend of conservative, albeit inefficient operations. Increasing inventory days imply resilience planning in times of supply disruption, but consumes capital. Enhanced receivables is a boost to cash flow, whereas cut down payables undermine supplier financing. Generally, inventory accumulation and a reduction in payables periods balance out collection gains (Arnold, 2023).
[bookmark: _Toc227888383]2.4 Gearing and Cash Flow Analysis
The total debt grew between FY2020 and FY2024 by almost 2 times in absolute terms KRW 92.2 trillion into KRW 157.8 trillion. The critical context is Hyundai Capital Services; Hyundai Company that has a fully consolidated captive finance service (HCS) whose consumer auto loan originations pass through the balance sheet and operating cash flows. Much of this reported debt is used to finance buyers of vehicles, as opposed to operating borrowing - a form familiar to worldwide OEMs with internal financial services units (Hyundai Motor Company, 2024). These loan originations reported operating cash flow are thus grossly undervalued and should not be taken to mean that they lack operational cash generation ability in the absence of this provision.
A question mark arises when it comes to free cash flow: it is negative in four of the five years under consideration where it only became positive in the FY2022 (KRW 6.6 trillion), but since then, it has moved to negative amounting to KRW 8.1 trillion capital expenditure. It is indicative of a highly capital-intensive phase of investment as Hyundai goes electric and increases the production capacity globally. This is a tactical decision and not an indicator of financial strains, although, it limits financial flexibility in the short-term and should be followed closely (Damodaran, 2021).
The negative free cash flow of Hyundai is nothing but a strategic investment, and not a weakness. This is supported by strong growth in profitability limiting the risk in the short term. Sustained capital expenditure can however be an issue in terms of financial flexibility when EV and expansion investments do not contribute effectively in terms of returns and as a result shareholder value may be affected despite increasing profits (Damodaran, 2021).
Cash flow ratios provide critical insight into the quality of Hyundai’s earnings and the sustainability of its EV investment programme. Table 9 and Figure 6 below analyse key cash flow metrics as a percentage of revenue and total debt across FY2020–FY2024.
[bookmark: _Toc227888002]Table 5 Hyundai Motor Company - Cash Flow Ratios, FY2020–FY2024
	Metric
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	OCF / Revenue (%)
	−0.4%
	−1.0%
	7.5%
	−1.5%
	−3.2%

	OCF / Total Debt (%)
	−0.4%
	−1.1%
	9.4%
	−2.0%
	−3.6%

	CapEx / Revenue (%)
	4.5%
	3.7%
	2.8%
	4.3%
	4.6%

	Free CF / Revenue (%)
	−4.9%
	−4.7%
	4.7%
	−5.9%
	−7.8%


Source: Hyundai Motor Company (2024); Hyundai Motor Company (2025)
[image: ]Table 5 highlights that negative operating and free cash flow in four of five years is substantially attributable to Hyundai Capital Services’ loan originations flowing through operating activities; CapEx averaging 4.1% of revenue underscores the capital intensity of EV platform investment, constraining near-term free cash flow while positioning for scale advantages from FY2026 onwards (Damodaran, 2021).[bookmark: _Toc227887993]Figure 4 Cash Flow Ratios, FY2020–FY2024

Source: Hyundai Motor Company Annual Reports
Investment ratios reflect the value generated for equity holders and signal market confidence in Hyundai’s earnings trajectory. Table 6 and Figure 5 below present key investment metrics across FY2020–FY2024, demonstrating the exceptional shareholder value creation achieved over the five-year period.
[bookmark: _Toc227888003]Table 6 Hyundai Motor Company - Investment Ratios, FY2020–FY2024
	Metric
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	EPS (KRW)
	5,458
	18,981
	28,490
	45,687
	47,591

	DPS (KRW)
	3,000
	5,000
	7,000
	11,400
	12,000

	P/E Ratio (x)
	35.0x
	11.0x
	5.3x
	5.5x
	4.5x

	Dividend Yield (%)
	1.6%
	2.4%
	4.6%
	4.5%
	5.6%

	Dividend Cover (x)
	1.82x
	3.80x
	4.07x
	4.01x
	3.97x

	Dividend Payout (%)
	55.0%
	26.3%
	24.6%
	25.0%
	25.2%


Source: Hyundai Motor Company (2025); StockAnalysis.com (2025)
[image: ]Table 6 confirms that EPS grew by 772% from KRW 5,458 to KRW 47,591 and DPS quadrupled over the period; the declining P/E ratio (35.0x to 4.5x) suggests the market has re-rated Hyundai to value-stock territory, potentially under-pricing the company’s EV growth optionality (Palepu, Healy and Peek, 2019).[bookmark: _Toc227887994]Figure 5 Investment Ratios - EPS, DPS, and P/E Trend, FY2020–FY2024

Source: Hyundai Motor Company Annual Reports
[bookmark: _Toc227888384]3. Working Capital Management Analysis
[bookmark: _Toc227888385]3.1 Cash Operating Cycle Assessment
Cash operating cycle (COC) refers to the amount of time it has taken the company to use up its cash in its operations between the payment of its suppliers and receipt of cash that it gets after sales. It is obtained by the following equation: COC = DIO + DSO-DPO. The advantage of this formula is that it reflects a net timing error between inventory outbursements and sales inflows and therefore is among the most relevant diagnostics that a CFO has when evaluating the health of short-term liquidity (Pike and Neale, 2018).
[bookmark: _Toc227888004]Table 7 Hyundai - Cash Operating Cycle, FY2020–FY2024
	Component
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	Inventory Days (DIO)
	48.4
	44.4
	45.8
	49.2
	51.8

	Receivables Days (DSO)
	27.2
	24.0
	23.8
	20.1
	22.0

	Payables Days (DPO)
	37.5
	34.9
	34.6
	31.0
	32.8

	Cash Operating Cycle (days)
	38.0
	33.5
	35.0
	38.3
	40.9

	Net Working Capital (KRW bn)
	24,227
	24,329
	22,153
	28,363
	36,255


Source: Hyundai Motor Company (2024)
Table 7 shows that the cash operating cycle expanded from 38.0 to 40.9 days, tying up an additional estimated KRW 1.4 trillion of working capital at FY2024 revenue scale  a direct financial cost of inventory build-up that warrants targeted management action.
[image: ]
[bookmark: _Toc227887995]Figure 6 Cash Operating Cycle Components, FY2020–FY2024
Source: Hyundai Motor Company Annual Reports
The COC increased during FY2024 to 40.9 days over FY2020, representing an overall negative change of just under three days. This is important since each extra day in the cash cycle would tie up about KRW 480 billion (at FY2024 revenue) of cash, i.e. working capital position would end up consuming an estimated KRW 1.4 trillion of cash in FY2024 (compared to similar cash operations in FY2020) had the cash cycle been one additional day shorter). The net working capital also increased by 49.8 percent between KRW 24.2 and KRW 36.3 trillion in the period, an increase that is not alarming but also worthy of consideration as a directional indicator as compared to the increase in revenue by 68.5 percent. The main reason is increasing inventory (DIO +3.4 days), partly compensated by the fact that the receivables collection is improving (DSO -5.2 days). Most of the DSO gain is eliminated through the negative change in payables days (−4.7 days).
[bookmark: _Toc227888386]3.2 Strategies to Improve Liquidity
The three reforms that could be attended to in practical ways to gain Hyundai a better working capital would go a long way. First, the integral production timetable based on the need to utilize demand and to improve the integration between requirements and the functions of the distributor might have a realistic possibility to reduce DIO to 51.8 to 45-46 days. According to Ross, Westerfield and Jordan (2022), in the case of Hyundai, which is a company of such scope, the impact of reducing the DIO by just a single day releases hundreds of millions of dollars. This ought to be offset by supply-chain buffering lessons of the semiconductor crisis, but the level of inventory at hand seems excessive based upon real sales velocity.
Second, it should extend its payables terms via an established supplier finance programme. Moving DPO back to 38-40 day range (where it was in FY2020) through a reverse factoring arrangement to enable suppliers to get early settlement at favourable rates through a bank agent would not damage the relationship with the supply chain (Pike and Neale, 2018). This practice is popular among Toyota and BMW and this is consistent with best-practice working capital management.
Third, further tightening of the receivables management can be achieved by dynamic discounting, which offers dealers incentives of settling their bills early, especially in high-inflation markets where time value of the receivables is of significant concern. Even a one-day drop in DSO will free about KRW 480 billion- a gain that is convincing over comparatively low costs of process enhancements.
[bookmark: _Toc227888387]3.3 Short-Term versus Long-Term Financing
To meet the short term liquidity needs, seasonal increases in production, working capital need revolving credit facilities and commercial paper issued by Hyundai Capital Services are viable and convenient. The appraisal of Hyundai has good ratings in investment credit that enables it to price such instruments lowly. Nonetheless, short-term debt is used to finance structural working capital needs, putting the company at risk of rollover when credit quality declines, as was experienced in the world in 2022-2023 (Brealey, Myers and Allen, 2023).
The long-term funding will be more suitable to fund the long term investment programme that is being conducted by Hyundai. EV-specific green bonds include a twofold advantage as they are priced competitively by ESG-driven institutional investors and the reputational strength that supports the sustainability pledges of Hyundai. Major markets may have interest rates that may be cyclically high and therefore this is a strategic idea to lock in long-term rates. Short-term debt as a proportion of total borrowings should not exceed 25% and should be a target structure because it will minimize the risk associated with refinancing and will afford more predictability in the balance sheet.
Long-term financing of EV infrastructure should be a priority since Hyundai needs to finance the strategy in line with the asset life. The use of short-term debt increases the risk of refinancing and the credit risk. Bonds and green finance are long-term alternatives that can boost the stability and sustainability of capital structure, which can be used to efficiently finance mass strategic change (Brealey, Myers and Allen, 2023).

[bookmark: _Toc227888388]4. Strategic Financial Restructuring Plan
[bookmark: _Toc227888389]4.1 Recommended Restructuring Options
There are three restructuring strategies that should be given a serious consideration in the context of Hyundai recent financial profile when it has high earnings, its debts are on the rise and its free cash is continuously negative.
The initial solution is a specific sale of non-core assets. The FY2024 balance sheet has long-term investments and other non-current assets of KRW 40.4 trillion and KRW 94.6 trillion, respectively. An organized review to determine underperforming equity ownerships, superfluous real estate, or historic business units that are out of the core EV and mobility plan would create high proceeds. The 2024 sale of the Russian manufacturing plant (HMMR) evidences that Hyundai already mindset to rationalise its portfolio, and additional strict divestiture would produce cash to pay off the debt or invest in EVs that offer a better payoff (Damodaran, 2021). It has always been the case among investors in capital-intensive sectors that a company will be rewarded upon exhibiting a focus as compared to diversifying.
The second suggestion is a green equity injection by means of a rights issue or convertible bond. Considering the upward trend in Hyundai EPS, which goes up to KRW 5,458 in FY2020 and to KRW 47,591 in FY2024, and increasing profitability, the equity market might be ready to accept that capital raise, organized based on certain EV milestones. This would lower the debt to equity ratio of 1.31, and dilute exposure to refinance. The most critical risk is EPS dilution in the short term, which needs to be addressed via effective investor communication that demonstrates that increased capital would lead to returns greater than the cost of equity in a reasonable time (Brealey, Myers and Allen, 2023).
The third is recommendation is the deepening of battery technology joint venture. Hyundai already has an EV battery joint-venture with LG Energy Solution. The extension of similar geographic plans into new geographies, especially North America, where the Inflation Reduction Act provides incentives to produce batteries in the domestic market would enable Hyundai to contribute to key supply chain assets without fully assuming capital risk. This is also a natural hedge against the largest single cost variable in EV manufacturing of battery cells (Arnold, 2023).

[bookmark: _Toc227888390]4.2 Impact on Shareholder Value and Debt Structure
Sales that are made at or above the book price enhance the ratio of returns in the short term - assets returning less than optimal returns will be excluded in the denominator of both ROA and ROE, increasing the ratio. The net proceeds which could be used to settle debt would reduce the total debt liability in the KRW 157.8 trillion and will cut the payable interest. A 10 percent cut in total debt would help save around KRW 451 billion in yearly interest on current average borrowing rates, enhancing the net profit margins. The most realistic three-year debt-to-equity ratio of 1.10-1.15, which could be achieved through a mixture of retained earnings growth and the targeted sale of some assets, would place Hyundai into an area close to the benchmarks of the peer companies among the premium OEMs (Palepu, Healy and Peek, 2019).
A trade-off that is also within the restructuring decision is lessening financial risk but retaining shareholder returns. Although reducing debt enhances financial stability and cuts down on remittances on interest, equity increases would cut earnings per share in the short run. Investors can tolerate such dilution when the extra capital is obviously tied to high-paying projects especially in the EV side where the potential of growth is high in future. Thus, any equity-based restructuring can only work if a company can prove that new investments will yield higher returns than the cost of capital. Half way, a combination of internal debt financing, selective sales and light equity issues will be more viable to retain the investor and enhance the general financial architecture (Palepu, Healy and Peek, 2019).
The issuance of equity dilutes the existing shareholders in the short run but when combined with specific guidance on the capital allocation enhances the value of the shares over the long term. The current dividend cover of about 4.0x (FY2024) implies that the dividend programme is highly secured and it would not have to reduce the dividend programme in case of equity raise and this is a positive reassurance to retail investors. Growth in EPS between KRW 5,458 and KRW 47,591 over the past five years offers the earning platform that can carefully digest dilution before it causes shareholder panic.
[bookmark: _Toc227888391]4.3 International and Ethical Considerations
The most apparent international financial risk to Hyundai is currency risk. The company makes revenues in various currency zones and administrates in Korean Won. The weakening of KRW in 2024 both raised the price of imported parts, in USD and EUR, and generated translation losses on foreign income. A structured hedging policy (80% or more material currency exposures) with 12-month rolling forward contracts and cross-currency swaps is a company norm among the world OEMs, and ought to be embedded into the Hyundai treasury (Pike and Neale, 2018).
The OECD 15% global minimum corporate tax (Pillar Two) will restrict ability to tax-efficiently organize the structure of Hyundai among its international subsidiaries, but present an opportunity to simplify the legal entity structure in more tax-intensive countries, leading to a decrease in compliance costs (OECD, 2023). CSR and ethical implications Hyundai has made a commitment to a carbon neutral company by 2045, which implies all decisions, such as disposing assets and making new investments, need to be vetted on environmental impact rather than financial profits. Making carbon-intensive assets available to less responsible acquirers is not considered a responsible decarbonisation measure, and would mean that Hyundai would be exposed to reputational risk among ESG-aware investors and regulators (Carroll, 2021).


[bookmark: _Toc227888392]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc227888393]5.1 Project Overview and Assumptions
They are in the evaluation of three investment projects that would entail an initial investment of £50 million and the cash inflows during a period of five years. Linear depreciation brings an asset down to nothing after project life thereby depreciating the asset every year by £10 million. The discount rate (cost of capital) =10 percent. Such an assumption is in line with the standard capital budgeting of a company of this size as the weighted average cost of capital is a reflection of both the equity risk and debt obligations (Drury, 2018).
[bookmark: _Toc227888005]Table 8 Investment Project Cash Flows (£ million)
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)
	Disc. Factor @10%
	PV — A (£m)
	PV — B (£m)
	PV — C (£m)

	0
	(50.00)
	(50.00)
	(50.00)
	1.000
	(50.00)
	(50.00)
	(50.00)

	1
	10.00
	11.00
	5.00
	0.909
	9.09
	10.00
	4.55

	2
	12.00
	11.00
	10.00
	0.826
	9.92
	9.09
	8.26

	3
	14.00
	11.00
	20.00
	0.751
	10.52
	8.26
	15.03

	4
	10.00
	11.00
	25.00
	0.683
	6.83
	7.51
	17.08

	5
	8.00
	11.00
	5.00
	0.621
	4.97
	6.83
	3.10

	Total Inflow
	54.00
	55.00
	65.00
	—
	41.33
	41.70
	48.02


Source: LCMB7002 Assessment Brief (2026)
Table 8 presents the five-year discounted cash flow profiles at the 10% hurdle rate, showing Project C’s back-loaded profile peaks in Years 3-4 (£45m combined) while Project B’s even £11m annual inflows provide greater early certainty and Project A falls between the two in both quantum and timing.
[bookmark: _Toc227888394]5.2 Payback Period
The payback period (PBP) is used to determine the speed at which the cumulative cash inflows will settle the initial investment. It is a popular screening instrument because of its simplicity and implicit favoring liquidity and early capital recovery. Its major shortcoming is its lack of consideration of cash flows after the payback date and the time value of money, thus it should always be coupled with discount methods (Drury, 2018).
The cumulative cash flow analysis gives the following payback years: Project A recovers at year 4 + (4/8) = 4.50 years, Project B recovers at year 4 + (6/11) = 4.55 years and Project C recovers at year 3 + (15/25) = 3.60 years. The ability of Project C to recoup the investment at least a year sooner than either A or B has a practical strategic implication in the Hyundai current cash crunch context in the FY2024 environment (FNY) in which FCF is negative) that goes beyond the practical nature of each or any individual appraisal measure.
[image: ]
[bookmark: _Toc227887996]Figure 7 Cumulative Cash Flows - Projects A, B, C (Year 0–5)

[bookmark: _Toc227888395]5.3 Accounting Rate of Return
ARR is the ratio between average annual accounting profit and average investment. The annual average investment with straight-line depreciation to zero is 25 million (50м/2). Calculations yield: Project A - average cash flow £10.8m, average profit £0.8m, ARR = 3.2%; Project B - average cash flow £11.0m, average profit £1.0m, ARR = 4.0%; Project C - average cash flow £13.0m, average profit £3.0m, ARR = 12.0%.
ARR has a weakness in that it does not consider the timing of cash flows: Year 1 cash is viewed the same way as Year 5 cash (Ross, Westerfield and Jordan, 2022). Project C has an ARR of 12.0% that is three times higher than that of project B and almost 4 times higher than project A. However, even such a methodological shortcoming does not cause the ARR difference between Project C and its variations to be decision-relevant, and the 12.0% value is comfortably above the current ROE rate of 10.4.
[bookmark: _Toc227888006]Table 9 ARR Calculation Summary - Projects A, B, C
	Metric
	Project A
	Project B
	Project C

	Initial Investment (£m)
	50.00
	50.00
	50.00

	Annual Depreciation (£m)
	10.00
	10.00
	10.00

	Avg Annual Cash Flow (£m)
	10.80
	11.00
	13.00

	Avg Annual Accounting Profit (£m)
	0.80
	1.00
	3.00

	Average Investment (£m)
	25.00
	25.00
	25.00

	ARR (%)
	3.2%
	4.0%
	12.0%

	vs ROE Benchmark (10.4%)
	Below
	Below
	Above ✓


Source: LCMB7002 Assessment Brief (2026). Avg profit = Avg CF − Annual Depreciation; Avg Investment = £50m ÷ 2 = £25m.
[image: ]Table 9 confirms that Project C is the only investment whose ARR (12.0%) exceeds Hyundai’s FY2024 ROE benchmark of 10.4%; Projects A (3.2%) and B (4.0%) fall substantially below this threshold, reinforcing their inferior ranking across all appraisal dimensions.[bookmark: _Toc227887997]Figure 8 Accounting Rate of Return - Projects A, B, C

[bookmark: _Toc227888396]5.4 NPV, Profitability Index, and IRR
[bookmark: _Toc227888007]Table 10 Investment Appraisal Summary
	Metric
	Project A
	Project B
	Project C

	Total Cash Inflows (£m)
	54.00
	55.00
	65.00

	Payback Period (years)
	4.50
	4.55
	3.60

	ARR
	3.2%
	4.0%
	12.0%

	NPV (£m)
	−8.68
	−8.30
	−1.98

	Profitability Index (PI)
	0.826
	0.834
	0.960

	IRR
	2.72%
	3.26%
	8.59%


Table 10 confirms that Project C is the superior single investment on every metric: shortest payback (3.60 years), highest ARR (12.0%), least value loss (NPV −£1.98m), highest PI (0.960), and highest IRR (8.59%), making it the unambiguous recommended choice under a single-project decision framework.
The NPVs of all three projects are negative at 10 percent discount rate implying that none of them will clear the hurdle at the hurdle rate = a critical observation that should be clearly noted in the recommendation. Project C however, with an NPV of -1.98m is significantly less destructive than Project A (-8.68m) and Project B (-8.30m). Its PI of 0.960 implies 96 pence of discounted value will be recovered every pound invested, as compared to 82.6 pence, in A, and 83.4 pence in B. With an IRR of 8.59% which is the highest of the three and nearest to the 10% of the hurdle, only a slight difference in the project performance assumptions is required to make it a positive-NPV one (Brealey, Myers and Allen, 2023).
It is that back-loaded cash flow structure of Project C, which has the highest inflows in Years 3 (£20m) and 4 (£25m) that propels its high discounted performance even given its poor Year 1 inflow of only £5m. This profile typical of infrastructure-type EV investments, where initial capital investments are used to facilitate platform development which gains accelerating returns as the market matures and economies of scale are achieved (Arnold, 2023).
[bookmark: _Toc227888397]5.5 Project Recommendation
The investment that should be made is project C. The case is based on four pillars. First, it delivers the maximum total cash return (£65m compared to London and Birmingham, 54m and 55m) this gap is not insignificant (range of 10-11m). Second, it generates the lowest amount of value destruction at a discounted level as NPV of it is -1.98m versus -8.68m and-8.30m with the alternatives. Third, its 3.6-year payback offers the quickest capital payback, directly responding to the liquidity stresses that Hyundai is currently facing. Fourth, it has the ARR of 12.0 percent indicating that in terms of the accounting measurements most popular in internal performance management Project C generates returns that are indeed competitive.
The suggestion is reinforced by non-financial considerations. The cash flow profile of Project C that is growth-oriented, back loaded coincides with the strategic positioning of the EV transition at the Hyundai company. The tariffs to be put in place in the US in 20242025 have a material effect on the North American margins of Hyundai (Hyundai Motor Company, 2026) and any project with a large exposure to North American manufacturing has a high political risk. Loyalty of customers - The increasing IONIQ brand equity and the concurrent market share in major EV markets will grant Hyundai a structural competitive edge that cannot be judged by non-financial risk measurements alongside the figures (Damodaran, 2021). Projects A and B, having IRR of 2.72 per cent and 3.26 per cent respectively, would need some ground breaking changes in the performance assumptions to be viable based on the discounted criteria, alone.
[bookmark: _Toc227888398]5.6 Capital Rationing - Optimal Project Combination
There are three indivisible projects whose costs are in the range of £50 million and the maximum investment budget can be considered as 100 million pounds, so it is possible to choose exactly two projects. Table 11 shows the three combinations with the financial results.
[bookmark: _Toc227888008]Table 11 Capital Rationing Analysis (Budget = £100 million)
	Combination
	Total Investment (£m)
	Combined NPV (£m)
	Combined PI
	Rank

	A + B
	100
	−16.98
	0.830
	3rd

	A + C
	100
	−10.66
	0.893
	2nd

	B + C
	100
	−10.29
	0.897
	1st 


Table 11 establishes that the B + C combination is optimal under the £100m budget constraint, delivering the lowest combined value loss (NPV −£10.29m) and highest combined PI (0.897), while providing a diversified cash flow profile that balances Project C’s back-loaded returns with Project B’s consistent annual inflows.
Uncoupled B + C choice is the best combined allocation which gives the greatest combined NPV of -10.29m and the best combined PI of 0.897. Project B, with its small univariate metric, adds anticipated and consistent annual inflows of £11 million throughout the five years of its existence - a consistent future cash stream to supplement the back-loaded cash flow stream of Project C. Collectively, the combination yields a diversified inflow pattern minimizing cash flow volatility and offering more certain capital recovery, which is especially helpful considering the limited FCF environment at Hyundai. Project A is rejected since it provides the lowest NPV, the lowest ARR and at best has a payback slightly higher than Project B, and hence the poorest performing in all the quantitative dimensions under consideration.

[bookmark: _Toc227888399]6. Conclusion
This report has analyzed the financial status of Hyundai Motor Company that has enhanced over five years of unprecedented chaos and salvage. Revenue growth of the company can be traced to KRW 103.9 trillion to KRW 175.2 trillion and a turnaround in the net profit of the company i.e. KRW 1.4 trillion to KRW 12.5 trillion are true gains which portray the turnover in terms of pricing, cost management and product portfolio that appeals to consumers who are shifting into the elect Simultaneously, the analysis has found three structural issues to actively manage: an elongation of the cash operating cycle due to inventory build-up and rapidly worsening supplier payment terms; ongoing negative free cash flow testifying to the scale of EV investment commitments; and a growing total debt by nearly half, but largely attributable to the use of Hyundai Capital Services financing, tightening financial flexibility.
The advised strategic actions include strategic actions such as the suggested non-core divestiture plans to finance debt to payoffs, a green bond or rights issue, to anchor long-term EV funding at good rates, and extended battery joint ventures to capitalize capital risk among partners. The single-project recommendation, Project C, on all quantitative measures of best payback, best ARR, least NPV destruction, highest PI, and highest IRR, is the most obvious single-project choice on all quantitative measures in selecting the best project to invest in. At the capital constraint of £100 million, the B + C combination is clearly the best due to the minimal loss in value and diversified cash flow, as compared to the other combinations. Any investment choices will have to be viewed in the framework of the US tariff uncertainty, the unstable KRW currency and the ever-increasing competitive threat posed by Chinese EV manufacturers, which both exacerbates risk and urgency to the current Hyundai investment path.
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[bookmark: _Toc227888402]Appendix A: Full Ratio Summary Table (FY2020–FY2024)
Table A1. Hyundai Motor Company - Complete Ratio Analysis. Source: Hyundai Motor Company (2024).
	Ratio
	FY2020
	FY2021
	FY2022
	FY2023
	FY2024

	PROFITABILITY
	
	
	
	
	

	Gross Profit Margin
	17.8%
	18.6%
	19.9%
	20.6%
	20.4%

	Operating Margin
	2.3%
	5.7%
	6.9%
	9.3%
	8.1%

	Net Profit Margin
	1.4%
	4.2%
	5.2%
	7.4%
	7.1%

	ROA
	0.7%
	2.1%
	2.9%
	4.2%
	3.7%

	ROE
	1.9%
	6.0%
	8.1%
	11.7%
	10.4%

	EBITDA Margin
	5.0%
	8.2%
	9.2%
	11.2%
	9.9%

	LIQUIDITY
	
	
	
	
	

	Current Ratio
	1.41
	1.38
	1.30
	1.39
	1.46

	Quick Ratio
	1.22
	1.20
	1.11
	1.15
	1.21

	Cash Ratio
	0.17
	0.20
	0.28
	0.26
	0.24

	EFFICIENCY
	
	
	
	
	

	Inventory Days
	48.4
	44.4
	45.8
	49.2
	51.8

	Receivables Days
	27.2
	24.0
	23.8
	20.1
	22.0

	Payables Days
	37.5
	34.9
	34.6
	31.0
	32.8

	Asset Turnover
	0.50
	0.50
	0.56
	0.58
	0.52

	GEARING
	
	
	
	
	

	Debt-to-Equity
	1.21
	1.32
	1.25
	1.24
	1.31

	Debt-to-Assets
	0.44
	0.46
	0.44
	0.45
	0.46

	Interest Cover
	6.6x
	21.9x
	18.8x
	27.1x
	31.5x

	INVESTMENT RATIOS
	
	
	
	
	

	EPS (KRW)
	5,458
	18,981
	28,490
	45,687
	47,591

	DPS (KRW)
	3,000
	5,000
	7,000
	11,400
	12,000

	P/E Ratio
	35.0x
	11.0x
	5.3x
	5.5x
	4.5x

	Dividend Yield
	1.6%
	2.4%
	4.6%
	4.5%
	5.6%

	Dividend Cover
	1.82x
	3.80x
	4.07x
	4.01x
	3.97x


[bookmark: _Toc227888403]Appendix B: Generative AI Usage Declaration
Such generation AI tools could only be used to support research and data analysis as per the UWTSD policy of academic integrity and the LCMB7002 Assessment Brief (February 2026) and were also allowed to be used in order to proofread student writing.
AI tools were not utilized to: write or draft submission text; outline the report or code arguments; make financial calculations or ratio analysis; or perform any programming or code generation.
Every analysis, financial analysis, calculations, arguments, and written information in the present report are my independent work that was checked against audited Hyundai consolidated financial statements (K-IFRS) and the LCMB 7002 Assessment Brief.
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Figure 6: Cash Flow Ratios, FY2020-FY2024
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Figure 7: Investment Ratios — EPS, DPS and P/E, FY2020-FY2024
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Figure 3: Cash Operating Cycle Components, FY2020-FY2024
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Figure 4: Cumulative Cash Flows — Projects A, B, C (Year 0-5)
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Figure 8: Accounting Rate of Return — Projects A, B, C
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Figure 1: Revenue and Operating Profit Trend, FY2020-FY2024
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Figure 2: Profitability Margins, FY2020-FY2024
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Figure 5: Peer Comparison — Hyundai vs KIA vs Honda (FY2024)
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