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[bookmark: _Toc226918067]Abstract 
To summarise, the research focuses on Toyota Corporation's financial report analysis over the last five years, which shows strong financial health, as seen by high profitability, effective shareholder returns, and consistent liquidity. The corporation is taking advantage of such a favourable time period for a specific reason: strategic capital planning. The yearly report emphasises higher returns on assets and equity. It also examines initiatives that are expected to generate significant profits, since only project C is highly suggested. Financial restructuring recommendations are also given for improved company performance and ethical issues such as CSR, employee well-being, and sustainable business operations, all of which are fundamental business goals for Toyota.
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Introduction
People are changing their lives and progressing day by day, and having a vehicle is essential for their hectic lifestyles. However, the automobile business has served people for a long time, but it is currently undergoing a huge shift. They recognise environmental concerns and the need for technological innovation as consumers shift toward electric automobiles. Among the global automobile industry, Toyota Motor Corporation has historically been recognised, especially because of its operational efficiency (Xinyao et al., 2023). But nowadays the company is facing some challenges because of the increasing competition in the EV market. Shifting the business toward EV production is not so easy because a handsome amount of financial stability is mandatory. 
[bookmark: _Toc226918069]Research question
What is the financial health of Toyota Motor Corporation, and how can it improve its financial performance and adapt its restructuring strategy?
[bookmark: _Toc226918070]Aim 
The aim of this report is to evaluate the financial performance of the motor corporation so that the report will recommend some strategies to help the organisation enhance their profitability, liquidity, and long-term sustainability in phases.
[bookmark: _Toc226918071]Objectives
· To analyse the financial health of Toyota Motor Corporation over the past five years.
· To evaluate their capital working management.
· To recommend a financial restructuring plan so that they could improve their performance.
· To apply the investment appraisal techniques and select suitable projects for the company.
[bookmark: _Toc226918072]Financial health check 
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	Table 1 
	Million yen

	
	FY 2021
	FY 2022
	FY 2023
	FY 2024
	FY 2025

	For the Year
	
	
	
	
	

	
	Net sales
	2,118,302
	2,705,183
	3,379,891
	3,833,205
	4,084,984

	
	Operating profit
	118,159
	159,066
	169,904
	200,404
	221,695

	
	Profit before income taxes
	184,011
	246,123
	262,967
	309,190
	351,463

	
	Profit*1
	136,700
	180,306
	192,861
	228,778
	262,312

	
	Investment in tangible assets*2
	113,361
	134,867
	144,403
	170,528
	199,888

	
	Depreciation*2
	91,097
	94,190
	99,901
	105,779
	114,109

	
	Research and development expenses
	88,900
	94,484
	111,877
	128,615
	135,438

	      (Table 1- Toyota Motors financial ratios, Source: Toyota annual report) (Rachelle, 2024)


	
	Table 2
	FY 2021
	FY 2022
	FY 2023
	FY 2024
	FY 2025

	Cash Flows
	
	
	
	
	

	
	Net cash provided by operating activities
	382,386
	321,085
	194,964
	443,590
	171,578

	
	Net cash used in investing activities
	(404,164)
	(229,805)
	(427,642)
	47,903
	(43,403)

	
	Net cash provided by (used in) financing activities
	(105,477)
	(92,114)
	183,690
	(209,491)
	(198,654)

	
	Cash and cash equivalents at the end of the year
	238,248
	247,085
	202,731
	496,849
	378,455



      (Table - Toyota Motors cash, Source: Toyota annual report) (Babo et al., 2024)
Profitability: Toyota is renowned worldwide, so it is obvious that the company is highly profitable. Table 1 shows the profitability ratios of Toyota from 2021 to 2025. According to this table, the market value of Toyota is the highest, and the company has a higher ROA and ROE than its competitors, like Volkswagen or Ford (Rachelle, 2024). From Table 1, the operating profit ratio over the past five years is provided, and it measures how efficiently the company converts its revenue into operating profit.
Shareholders: Toyota is effectively generating profit from the shareholders, and also they are using their assets to generate profit, as the table shows that the ROE & ROA are both stable around 5% (Rachelle, 2024). From 2021 to 2025, Toyota has increased its operating profit because the growth was marvellous due to higher sales and favourable exchange rate movements, but it faced a major loss during COVID-19, especially in 2020. Another point to be noted is the profit. In FY 2021, it was roughly ¥184,011 million before income taxes, which increased to ¥351,463 million, representing a significant increase. Toyota is a highly lucrative firm, with a profit of ¥62.3 billion for shareholders and an increase of ¥33.6 billion, about 15% (Rachelle, 2024)
Liquidity: The liquidity ratio is a type of financial ratio that is used in order to determine and understand if the company can achieve its short-term goals using its short-term assets. Companies mostly utilise the current ratio and quick ratio to assess their financial health. Toyota uses current assets such as cash and cash equivalents, as well as short-term investments. In short, a company with strong liquidity is financially secure, but low liquidity suggests that the company is at risk of a cash deficit. Through the table, it is confirmed that Toyota has enough cash and other current assets, so it is easier for the company to cover its short-term obligations. Currently, the company has strong liquidity, and if they maintain their strategy, it will remain competitive in the automotive industry.
Efficiency: Any corporation cannot generate revenue without successfully utilising its resources and developing a strategy. Efficiency ratios are indicators that companies employ to effectively create revenue. If a corporation successfully and efficiently manages its resources, such as capital and assets, it may earn the maximum return desired by both its owners and shareholders. In this category, inventory turnover is the major component that a company needs to manage. Toyota's inventory turnover is extraordinary because these sellers sell vehicles as fast as they can, approximately 9 to 11 times per year. If the company cancels their current product quickly, it can efficiently use its factories, which means the resources, and it can efficiently manage the supply chain as well.
Gearing: The gearing ratio compares some form of owner's equity or capital to debt or funds borrowed by the company (Kenton, 2025). The gearing ratio is also necessary to determine because it helps in assessing a company’s financial stability and leverage. In simple words, the gearing ratio is a measurement of a company's financial risk and dependence on debt. Toyota does take car loans as part of their financial support, as well as financial services debt, but these are not always problematic because the corporation is also profitable. Paying back the loans is critical for maintaining financial stability, and Toyota simply repays the debt. People can produce a variety of gearing ratios, but the most typical is the debt-to-equity ratio, which is preferable if it is lower. The ratio needs to be below 25% because if it goes higher, the company may suffer financial difficulties, and 50% is considered optimal. Toyota's debt-to-equity ratio is around 1.8 to 2%, which means they are not that much in debt, and it shows a conservative capital structure.
Cash flow: A company needs to ensure their inflow and outflow and record it safely because the money received and money paid will eventually determine the actual profit. The industries need to effectively manage their cash flow because if the inflow is less than the outflow, then the company will remain in a loss. Table 2 showcases the cash flows of Toyota’s company over the five years from 2021 to 2025. Let’s speak about the cash flow information randomly in 2023. In 2023, the net cash provided by operating activities was ¥194,964 million, and the cash the company used in order to invest was ¥42,764.2 million (Babo et al., 2024). And the cash they used in order to fulfil the financial activities was ¥183.690 million. Finally, the cash the company had at the end of the year was ¥20.27 million. From the table, it is determined that the company consistently generates a good amount of cash flow while they are also allocating their farms in order to invest, which is crucial, and they are maintaining a healthy cash balance. In 2025, the cash at the end of the year was around ¥378.455 million; this suggests the company has strong cash accumulation during this year, and they have stable liquidity along with good financial management (Babo et al., 2024).
Investment: Every company invests in the resources that produce products and approaches some investors, so the investment ratio is another financial metric that management evaluates to determine the returns and value the company gives to the shareholders. This indicates whether the company is investing in the right product and resources or not. There are some indicators that can be measured to identify the investment ratios, such as earnings per share, price to earnings ratio, call mom, dividend yield, and dividend payout ratio. In the recent fiscal year, the EPS of Toyota Corporation increased from ¥736.86 to ¥856.96 (Xinyao et al., 2023). This indicates that the company is ruling the industry and generating higher profits for the investor.
[bookmark: _Toc226918073]Key financial strengths
Key financial strengths are identified by analysing the financial health of the Toyota Corporation. Some financial strengths of Toyota have been identified, and a brief explanation is provided below.
· Toyota is one of the oldest and largest global automakers, and they have a strong position in the global market because of its huge production volume.
· One of the most challenging times was COVID. But even during those challenges and economic disruptions, Toyota remains stable.
· The company’s cash flow is also strong, and it can help them invest more in EV technology so they can give good competition to the EV competitors.
[bookmark: _Toc226918074]Financial troubles and challenges
Although Toyota has strong cash flow and an opportunity to invest in the EV transition, they need to deal with some strong competitors, such as Tesla, which are strong players in the EV market. Compared to them, Toyota started its business focusing on hybrid vehicles and then pure EVs, so it could be challenging.
· Manufacturing EVs is even more expensive due to battery facilities, and they must also invest in R&D.
· In recent times, there have been multiple instances of raw material price hikes as a result of the ongoing Middle Eastern conflict, which may put future profitability under pressure.
· Toyota is a Japanese company, and they need to export their products globally, and the Japanese yen fluctuations can pose a threat because of their high exposure to the Japanese market.
[bookmark: _Toc226918075]Working capital management analysis 
[bookmark: _Toc226918076]The cash conversion cycle
The cash conversion cycle is a metric that measures the amount of time it takes for a company to sell its inventory, collect receivables, and pay its bills. In simple words, it measures the time required for a company to convert their investment in each area of its business into cash. The formula for CCC is provided below.
Cash Conversion Cycle (CCC) = DIO + DSO – DPO (Bhattacheryay, 2023)
In the above formula
· DIO: It calculates the minimum number of days that a company focuses on inventory before sale.
· DSO: The DSO means the receivable days, or the average time that a customer takes to pay the bill (Nobanee et al., 2011).
· DPO: After getting paid, the company fees, the suppliers, and the average time to pay them are known as the payable days.
By relating the CCC with Toyota Motor Corporation, it is an automotive company, and they maintain their inventories appropriately, such as the raw materials and the finished products. It is known globally because of some reason: their highly efficient production system and how they effectively manage their inventory. Any company's cash conversion cycle moves through 3 distinct stages. The stages are discussed below, focusing mainly on Toyota Motors Corporation.
· Inventory management
The first stage of the cash conversion cycle focuses on calculating how long any business takes to sell its product or inventory. If the turnover rate is insufficient, it shows that the company is unable to sell its goods; therefore, a lower value of the DIO is advantageous because it indicates that the company is making sales quickly (Panigrahi,  2013). Toyota's inventory days, or DIO, are relatively short when compared to others due to its just-in-time production philosophy. It means Toyota keeps its goods just when it is needed, reducing extra inventory and ensuring that the products do not lie idle in one area for too long. If Toyota begins to store vehicles quickly, it will stymie its sales.
The strategy Toyota is following is excellent, but there are several external factors that can create challenges in proper inventory management, such as global supply chain disruption, fluctuation in demand, etc. If all these challenges increase, it may increase the inventory holding periods as well; therefore, it will be challenging to maintain a healthy cash cycle.
· Receivable management
Moving toward the second stage, where the company collects the cash generated from sales. The receivables can arise if the company is able to sell more products, which means if Toyota keeps arriving, they are vehicle sales to dealers; it will benefit them financially and, in short, result in timely payments. Toyota meetings are in their relationship with the dealers because they maintain their structured credit terms with the dealers, so they do not get into trouble with delayed payments. So it is necessary to efficiently manage the receivables so that they will improve the liquidity, besides delays in customer payments (Panigrahi, 2013). In short, Toyota must efficiently manage its receivable payments so it will boost its cash flow and also avoid any kind of bad debt.
· Payable management
The next stage of the cash conversion cycle is the DPO, or days payable outstanding, and it is the cash that the company needs today: the suppliers and the period in which it must pay them off (Rizky and Mayasari, 2018). Toyota negotiates with the suppliers in order to manage inventory and purchase goods, and they negotiate along with favourable credit terms because they have strong bargaining power. They initially took time from the supplier and extended the payment periods strategically so that they could conserve the cash and finance part to increase their profit margin through supplier credit.
[bookmark: _Toc226918077]Strategies to improve liquidity through working capital reforms
Toyota is one of the largest global automotive companies, and they have a strong financial position as well, but improvement makes any company better and better, so further improvements in working capital management will help them enhance their liquidity and efficiency in every step of their operation.
· Improve inventory control
Effective inventory management is the first strategy talked about because nowadays digitalisation in business is increasing its demand, and Toyota can adopt advanced data analytics and demand forecasting technologies in its inventory management. Reduction in excess inventory levels needs to be done strategically, and if Toyota adopted artificial intelligence to predict the demand and customer interest, it would help them across the globe.
· Accelerate receivable correction.
People who order to improve the liquidity of Toyota must mean they need to reduce the accounts receivable collection as well. The company can also improve their monitoring of outstanding receivables; it could also strengthen its credit control policies because it will help it reduce delays in cash collection (Mathuva, 2015).
[bookmark: _Toc226918078]Comparison of short-term and long-term financing options
· Short-term financing means addressing and working on immediate liquidity needs; they typically include bank overdrafts and short-term loans (Filbeck and Krueger, 2005). The purpose of the long-term financing is to support the capital investment and work on the strategic growth.
· The short-term financing needs faster approval. In long-term financing, there are detailed evaluations required, so the approval is delayed.
· For operational needs and immediate requirements, short-term financing is crucial.
· Long-term financing means extended repayment periods and lower interest rates, which include the bonds and long-term bank loans. According to the SBA, the loans can reach up to $5,000,000 with interest rates ranging from 5% to 10%. It is a beneficial term for Toyota because they can take the loan and work on their growth without stress.
[bookmark: _Toc226918079]Strategic Financial Restructuring Plan 
The global automobile business is increasing, and a transformation driven by technical innovation is critical since customers nowadays have high expectations for electric vehicles. Toyota Motor Corporation must also constantly change its financial plan because they are fierce rival in the vehicle industry and must retain its competitiveness in order to develop over time.
Divestiture of non-core assets
This strategy is the first recommendation for Toyota Corporation because the company needs to identify the parts of its business that are no longer useful, even if they do not make any profits. Toyota is a very large organisation that has several factories; moreover, the company especially works with the traditional engine division. So they can do two things: one is they can sell their low-performing factories and move to focus on electric vehicles, so they shut down traditional combustion engine products. This strategy is called divestiture.
· Impact on shareholder value
Any firm can raise shareholder value by implementing three key strategies: raising and working on revenue growth, focusing on expanding the operating margin, and enhancing capital efficiency (Mavlutova et al., 2021). Toyota's divestiture plan can certainly assist in raising shareholder value because it allows it to focus on revenue growth and high-growth EV and hybrid sectors, which improves profitability and increases cash for innovation.
· Impact on debt structure
In order to invest in the product and service, they may need to get into debt, and it may impact negatively their performance, but the divestiture strategy can improve their capital structure. By selling or eliminating the unprofitable products or business strategy, the company can focus on generating cash inflows and reduce reliance on external borrowing.
· Impact on operational flexibility
Toyota will use the divestment business model to sell non-core assets, allowing it to devote more resources to electric automobiles. Nowadays, customers prefer electric automobiles; therefore, this will help them enhance their manufacturing efficiency as well.
Merger, or strategic partnership business strategy
Merger, or the strategic partnership, is a great idea for Toyota because in this way the company can combine their entity with the technology and battery companies so that it will be able to leverage all the resources and capabilities in moving toward working with electric vehicles (Zaramella, 2023). These strategic moves aim to bring the business into an expanded market reach and reduce costs because when two companies combine, it gives strength.
· Impact on shareholder value
Toyota can form partnerships with battery technology companies like Panasonic Holdings Corporation because it will help them reduce the development cost when they work on electric vehicles. Toyota can easily accelerate the innovations and increase its global reach.
· Impact on debt structure
Toyota will be able to reduce its finance costs in larger projects by merging enterprises or forming partnerships. As a result, the risk of significant debt will be reduced, and the company will be able to pursue larger initiatives.
· Impact on operational flexibility.
Toyota's operational flexibility will also benefit from the merger business structure, as it will be able to invest in the installation of new technologies and advanced manufacturing systems because its initial costs would be shared.
Equity injection
Another recommendation for Toyota is adopting equity injection, as it is an investment of capital where the buyer contributes to a business acquisition. By adopting this strategy, Toyota can easily raise additional capital by issuing new shares or contributing to the financing of EV development.
· impact on shareholder value
Issuing additional shares may be complex and challenging, and it may dilute current ownership, but equity financing will help Toyota fund profitable projects while also contributing to long-term earnings growth.
· Impact on Debt Structure
With equity injection, the corporation reduces risk while simultaneously protecting its investment in the transaction (Zaramella, 2023). As a result, Toyota will be able to reduce its debt dependency. Furthermore, equity funding will assist enterprises in strengthening their financial sheets.
· Effect on operational flexibility
As a result of this business plan, Toyota will have more capital to grow EV production, and the company's strategic flexibility and development spending will improve in the long run.
[bookmark: _Toc226918080]International considerations
Financial restructuring is mandatory for every company, even if the company is small. Since Toyota operates globally, it is very crucial for them. To understand international economic factors, some international economic factors are discussed below.
Taxation
Every business needs to give a fixed amount of compulsory money to the government, and every country in the world needs to give it to the government (Burgess and Stern, 2013). The government then used this for their own expenditures, along with serving the people of the country. This taxation process is different kinds of policies from country to country. Toyota needs to efficiently plan the taxation and understand each country's policy effectively because it will help it reduce operational costs.
Currency risk
The currency is also different and varies from country to country. Toyota is basically a Japanese company, but as they worked globally, they operated in multiple currencies, which means, along with the Japanese yen, the company needed to work in U.S. dollars and euros (Xinyao et al.,  2023). It is quite challenging to maintain the currency because exchange rate fluctuations can pose a negative impact and affect revenue and costs. In order to manage this problem, Toyota can consider hedging strategies, implement currency diversification techniques, or enhance global production networks.
Inflation risk
An increased inflation rate will also increase the raw material cost, the labour cost, and even the supply chain expenses, so operating the business globally would be a headache. Toyota needs to take into account managing the inflation rate, and the most fundamental way is building an inflation premium into the interest rate, the required rate of return demanded for an investment (Clay, 2023). Toyota also needs to improve its cost control strategies because, in this situation of rising inflation rates, maintaining profit margins is paramount.
[bookmark: _Toc226918081]Ethical considerations
· Corporate social responsibility
Toyota's corporate strategy is now changing toward environmental sustainability measures, as they have lately worked on carbon neutrality goals and seek to transition from traditional combustion engine products to EV manufacturing. The reorganisation methods will assist the company in supporting sustainability and mobility while also attracting customer attention.
· Employee Welfare
Learning and implementing employee welfare is another ethical consideration that Toyota should have, which is offering equitable wages, equal training opportunities, and recognising employees' needs.
[bookmark: _Toc226918082]Investment Appraisal and Capital Budgeting 
Capital budgeting is a critical process organisations use to evaluate potential investments such as real estate, equipment, and personnel enhancement (Schall et al., 2018). In the capital budgeting process, there are many things included, such as analysing the investment in properties, plants, equipment, and vehicles and acquiring the desired profit in a limited time bound. The objective of analysing the capital expenditure is to understand whether the project is profitable and the net worth of the enterprise over the long run, or not, because, based on the result, the company will select and work on a project. The core method of this process is classified into two ways: discounting and non-discounting techniques. Discounting cash flow methods include net present value and internal rate of return, whereas non-discounting methods include the payback method and the accounting rate of return (Weingartner, 2016). There are 3 projects discussed here, and by analysing the capital budgeting of each project, it will be easy to understand the best project to work on for Toyota.
Payback period (PBP)
A company invests a significant amount of money before beginning a project, but it is required to recover the investment first before achieving profitability. It is the payback period, the time or the number of years required for the company to recover their original investment in a project (Sinaga et al., 2023). When the company recovers their original investment, it can be sure that the project will give it a profit over time and the risk of dissipation will be minimised. The formula for the payback period for uneven cash flow
Payback period = years before full recovery + remaining investment/cash flow in the next year (Sinaga et al., 2023).
There are three projects recommended for Toyota Motor Corporation. Among them, the project with shorter payback periods is preferable, as the shorter payback periods mean the project will bring the investment money faster, so it will help them to reduce financial risk.
Project A, 
	Year 
	Cash flow
	Cumulative 

	1
	10
	10

	2
	12
	10+12= 22

	3
	14
	22+14=36

	4
	10
	36+10=46

	5
	8
	46+8=54



      PBP= 4+ , 4.5 years
Project B, 
	Year 
	Cash flow
	Cumulative 

	1
	11
	11

	2
	11
	22

	3
	11
	33

	4
	11
	44

	5
	11
	55


      
PBP= 4+ , 4.55 years
Project C
	Year 
	Cash flow
	Cumulative 

	1
	5
	5

	2
	10
	15

	3
	20
	35

	4
	25
	60

	5
	5
	65



In the case of project C, the investment recovered between 3 and 4 years, and after that, the cash flow is counted, and the profit is calculated.      
 PBP= 3+ , 3.6 years
Accounting rate of return (ARR)
For this project, each of them should bring an average net income by its average capital cost in order to make sure that the project is the best decision for the company for their future net earnings. The accounting rate of return is the formula that is used in capital budgeting and is expressed as an annual percentage where the company can find out the average net income of their exit or their project generated, divided by their average capital cost (Banerjee, 2015).
The formula for accounting rate of return is
Accounting rate of return =  ×100%
Depreciation per year = £10m
Profit = cash flow – depreciation
Project A
	Cash flow
	      Depreciation 
	Profit 

	10
	
             £10m
	0

	12
	
	2

	14
	
	4

	10
	
	0

	8
	
	-2


Average profit =  = 0.8
ARR =  ×100% = 1.6%
 Project B
	Cash flow
	      Depreciation 
	Profit 

	11
	
             £10m
	1

	11
	
	1

	11
	
	1

	11
	
	1

	11
	
	1


ARR =  ×100% = 2%
 Project C
	Cash flow
	      Depreciation 
	Profit 

	5
	
             £10m
	-5

	10
	
	0

	20
	
	10

	25
	
	15

	5
	
	-5


ARR =  ×100% = 6%
Among the three projects, by calculating the accounting rate of return, project C has the highest ARR. The accounting rate of return needs to be higher than the target rate (Banerjee,  2015). It means in the case of these three projects that one is acceptable whose accounting rate of return is higher than 10%. None of this project's ARR is higher than the target rate. However, the project, C, has come so close to the target rate, so only project C is acceptable.
Net present value (NPV)
In order to determine an investment's profitability, there is another financial metric that a company can use, which calculates the difference between the present value of cash inflows and outflows over time, and it is known as the net present value, or NPV. NPV is a great formula to identify if the company will invest in that particular project or not because a positive NPV means the project is worth pursuing, but if the NPV is negative, it means the project will be nothing but potential losses (Chandra and Naik, 2025). In the case of Toyota, the NPV identification is provided below.
NPV= ​−initial investment
Here
r = discount rate, which is 10%
t = year
So the discount factor = 
	Year 
	 = 
	Project A 
	project B 
	project C

	1
	0.909
	PV= 41.31
NPV= 41.31-50
        = -8.69
	PV= 41.70
NPV= 41.70-50
        = -8.30
	PV= 48.02
NPV= 48.02-50
        = - 1.99

	2
	0.826
	
	
	

	3
	0.751
	
	
	

	4
	0.683
	
	
	

	5
	0.621
	
	
	


Calculation of PV just for Project A is showcased below,
	Year 
	Cash flow
	 = 
	PV

	1
	10
	0.909
	10×0.909 =9.09

	2
	12
	0.826
	12×0.826 = 9.912

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97
	



Profitability index
Analysing and predicting the future cash flow is also necessary to prevent any kind of financial loss, so companies calculate the profitability index, which refers to the present value of a project's future cash flow. Choosing the right project by calculating the profitability index brings brains always success. Whenever the NPV is greater than 0, the PI will be greater than 1.0; conversely, whenever the NB is negative, the PI will be less than 1.0 (Chandra and Naik, 2025).
The formula for the profitability index is
 PI = 
	
	       PV inflows
	PI 

	Project A
	41.31
	0.83

	Project B
	41. 70
	0.83

	Project C
	48.02
	0.96



Internal rate of return (IRR)
The internal rate of return, or IRR, is basically the discount rate that makes the net present value of all cash flows from a particular project equal to 0 (Patrick and French, 2016). In simple words, the IRR is the discount rate at which the NPV needs to be 0. And the decision rule for the IRR is that the company needs to invest in those projects where the IRR is greater than the required rate of return. In the case of projects A, B, and C, the required rate for each year is 10%. But from the analysis, none of the projects is even 10%, but project C is the closest.
[bookmark: _Toc226918083]Recommendation of a project
In a nutshell, the recommended project is project C because of various reasons.
· The payback period for project C is the shortest.
· Only project C has the highest ARR
· It has the highest NPV, PI, and IRR as well. 
So in every way, Project C will bring good results for the Toyota Corporation. If the company strategically works on project C, it will bring the company good profitability and liquidity because, most importantly, this project will bring the invested amount faster (Banerjee, 2015).
[bookmark: _Toc226918084]Capital rationing of the projects.
In the case of capital rationing, the maximum investment rate is £100 million, and only two combinations of projects can be beneficial.
	Projects
	NPV
	Combinations 
	Total NPV

	A
	-8.69
	A+B
	-16.99

	B
	-8.30
	A+C
	-10.68

	C
	-1.99
	B+C
	-10.29



The best combination among these projects is project B + project C because this combination will provide the highest NPV, and the payback period is also short.
[bookmark: _Toc226918085]Conclusion 
In conclusion, this report analysed the financial health of Toyota Corporation, which demonstrates strong financial health and is one of the leading global automobile industries. The company is marked by significant profitability; they maintain the shareholder returns effectively and also have stable liquidity. The annual report of Toyota Corporation is also included in this report, where it is clearly visible that they have higher returns on assets and equity. This report also analyzed the effective project that will bring sufficient profit, and the investment amount will also be restored faster using the capital budgeting process. Some financial restructuring strategies are recommended for them, such as divestiture, merger, and equity injection. The ethical considerations include effective CSR management and employee welfare. 
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