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[bookmark: _Toc225524121]INTRODUCTION 

This study assesses the financial performance and strategic standing of BYD Company, a swiftly expanding global leader in the production of electric vehicles. BYD is distinct from most other traditional car companies since it creates batteries, chips, and puts cars together all in one spot. This integrated structure gives you a financial and operational edge, especially when it comes to keeping costs low and minimizing supply chain risks.

The Board has asked the Chief Financial Officer to look at the company's finances from the past five years, find the biggest problems, and come up with a strategy for how to restructure the company's finances in a way that makes sense. The CFO also needs to employ well-known methods for capital planning to look at probable future investments and make sure they fit with the goal of maximizing shareholder value.

The test uses a systematic financial framework that involves looking at ratios, working capital, and the structure of capital. The study is based on well-known financial theories, such as the resource-based approach (Barney, 1991), the pecking order theory (Myers and Majluf, 1984), and the working capital efficiency theory (Deloof, 2003). The paper also talks about global and ethical problems, which shows how hard it is for BYD to handle money.
The main goal of this report is to give a review that is both financially and strategically sound and will help create long-term value and growth.








[bookmark: _Toc225524122]1. Financial Health Check 

A close look at BYD Company's finances over the previous five years demonstrates that it is going in a very different direction than many Western electric vehicle companies. BYD has been able to grow steadily because it respects government rules, has a lot of local demand, and is vertically integrated. This means that they won't have to worry about their profits falling down as they grow quickly. Even with this change, money is still a significant worry because costs are high, it's hard to find cash, and the world is getting bigger.

BYD's profits have grown a lot from 2021 to 2025. People all across the world are buying more and more electric automobiles, and China is swiftly transitioning to them. The business has made more money by selling vehicles, batteries, and other devices that hold energy. This means that there are a lot of ways it can make money. According to the resource-based idea, companies can pull ahead of their competitors by making the most of their own unique resources, such as technologies that only they have and supply chains that operate well together (Barney, 1991). This goes along with that idea. BYD has been able to grow quickly and depend less on foreign suppliers since it can make essential elements like batteries.

You may learn more about things by seeing how much money they make. BYD's sales have gone up a lot, but its net profit margins are still lower than those of other tech businesses that make a lot of money. Over time, economies of scale and lower costs from vertical integration have made businesses more profitable. But this difficulty doesn't go away for BYD because the car industry doesn't make much money. Margins have been under a lot of stress since the prices of raw materials, especially lithium and other battery inputs, have gone up. According to cost-based competition theory, organizations in industries whose inputs fluctuate a lot must always aim to lower their costs to stay in business (Porter, 2008). This is a nice sign that BYD's profitability are becoming better, but it's not clear how long this will last.

Return on equity and return on assets suggest that capital is being used more intelligently, especially after 2022. When production levels rose, BYD may have made more money from its assets. This means that the corporation was using its industrial space more. Investors are getting more for their money now that the return on equity has gone higher. We should be careful about how we think about these positive things, though. Investing a lot of money on manufacturing, technology, and infrastructure has made the total number of assets higher. This will make it harder to keep making a lot of money. Businesses that grow quickly might not be able to keep the gains in efficiency that they made at first.

The liquidity ratios suggest that the corporation has a regular cash flow, but it's not extremely high. BYD keeps an eye on how much cash organizations have, even if they have a lot of it. The current ratio is good, which suggests the corporation can pay off its short-term debts without having too many assets that aren't being used. The quick ratio is a little lower, but that's because the company requires a lot of money and most of its assets are in stocks. It's usually preferable to have a lot of money than not enough. You can buy things with the money that will help you make more money (Brealey et al., 2022).

We can learn more about how well BYD is doing its job by looking at how well it operates. The company is making more money on each asset because the turnover rate has gone up over time. This is a terrific sign for a business that needs a lot of cash. The turnover of inventory has also improved, which suggests that creating and distributing products is going more smoothly. One of the key reasons this works so well is because BYD has a plan that brings everything together. This means that the company doesn't require as many outside suppliers, and the production cycle is shorter. But as the business expands into additional countries, it may be harder to sustain this level of efficiency because of transportation issues and changes in the market.

Gearing's study suggests that this company has more debt than some of its competitors. BYD has used debt to help its business grow quickly, such as by building more factories and undertaking research and development. The company's finances are now more at risk, but this will help it develop quicker. According to the trade-off theory of capital structure, enterprises should think about the pros and cons of borrowing money, like tax benefits, and the dangers of getting into financial problems (Modigliani and Miller, 1963). BYD looks to rely a lot on debt, which might be bad news if sales drop or interest rates rise.
The interest coverage ratios show that BYD should still be able to pay back its debts. But this information is really important for how well the company does. If the company's profits fall too much, it could not be able to pay interest. This shows how crucial it is to keep your income steady.

The company's cash flow analysis shows that it is doing quite well in business. BYD has always generated positive cash flows from its activities, which means that demand is high and costs are low. The company's free cash flow is still under stress, though, because it has to spend a lot of money on capital. Building more plants, investing in battery technology, and moving to other nations have all cost a lot of money. These investments are risky in the short term because they could lose money, but they are necessary for long-term growth. This is like the trade-off between growth and investment, which means that businesses need to establish a balance between how safe their money is now and how probable it is to expand in the future.

Metrics related to investments, such earnings per share, have been going up, which suggests that shareholders are getting more money. This is wonderful news for investors since it means the company is growing swiftly. If this tendency keeps up, the company will have to keep costs low, stay busy, and deal with challenges in the global market.

One of the best things about BYD's business model is that it wants to be vertically integrated. By controlling crucial portions of the supply chain, including creating batteries, the company decreases its risk from suppliers and changes in costs. This gives you a tremendous advantage over your competition, especially when the supply chain isn't working. Setting up vertical integration, on the other hand, costs a lot of money, which boosts fixed costs and the chance of losing money.

How well BYD respects the rules set by the Chinese government is another important factor that influences its finances. Tax breaks and subsidies are two things that have greatly helped people acquire electric cars. But relying on the government for aid makes the rules less safe. If subsidies are reduced or restrictions are changed, the company's fortunes could alter.

Being global could help a firm, but it could also hinder it. A business can make more money if it sells its products all over the world. But it might also lose money if the dollar's value changes, new restrictions are put in place, or additional businesses enter the market. You should keep a watch on your money and do everything you can to be safe from these risks.

In short, BYD has a lot of money, but it's not clear how it works. The business is doing well because its sales are going up quickly, its profits are going up, and it is managing its resources wisely. But these traits can also be undesirable, like wanting a lot of money, being in debt, and being afraid of things you can't control. The company can only keep producing money if it can fix these difficulties and maintain exploiting its capabilities to its advantage.


[bookmark: _Toc225524123]2. Working Capital Management Analysis

BYD and other companies who need a lot of money to conduct their businesses and stay financially healthy in the short term need to be very careful with their working capital. BYD's working capital has changed a lot in the last five years. The company has grown swiftly, opened more offices throughout the world, and started new enterprises. The business has made a lot of money, but its working capital structure has both strategic advantages and new problems that need to be fixed.

A good way to tell how well a business is managing its working capital is to look at how long it takes BYD to produce money. This cycle shows you how long it takes to make money from your investments in goods and accounts receivable after you pay off your loans. Compared to other enterprises in the same area, BYD's cash conversion cycle hasn't changed much. The main reason for this is that it has a business plan that starts at the top and goes down. But the cycle has been increasing longer over the past several years since firms are getting bigger and have more stock and money owed to them.

BYD checks its assets to see how much money it has available. The company can keep an eye on how its own batteries are created because it is vertically integrated. It doesn't need other people as much. This makes the supply chain more dependable and lowers the risk of difficulties that can happen when you don't have all the parts you need. But it also implies that the company has more stock because it has to handle raw materials, work-in-progress, and finished goods all by itself. Working capital theory says that having too much stock can impair earnings since it costs more to keep and makes capital less productive (Deloof, 2003). BYD wants to have more equity so it can create more items and adapt to the market. But when the organization grows around the world, it can be tougher and less useful to keep track of items in multiple regions.

Another important part of working capital is keeping track of the money that people owe you. BYD's accounts receivable have gone increased as the company has entered new worldwide markets and business areas. Some of these are automobiles for business and batteries for storing energy. When you sell things outside of the US, your credit terms are usually longer, and you are less likely to get paid than when you sell things in the US. If this isn't done right, it could be hard to acquire money and payments might take longer to come in. You need to keep a tight eye on your accounts receivable to make sure that your sales are genuinely bringing in more money. Financial management books say that businesses need to establish a balance between earning more money and keeping track of their credit so they don't run out of money (Brealey et al., 2022). When BYD checks people's credit and allows them pay online, they are paid faster and are less likely to go bankrupt.

But keeping track of your payments could help you save money. BYD can get good payment terms because it is a big company in the business and has good relationships with its suppliers. Offering clients the chance to defer payment would allow the company to retain its funds for extended periods. This arrangement allows suppliers to extend credit, providing businesses with a way to manage their financial responsibilities.

 Navigating this terrain requires caution, especially in industries dependent on essential parts such as semiconductors and battery materials, to prevent damaging supplier relationships. A sound working capital position relies on two critical elements: steady cash flow and solid relationships with suppliers. By leveraging technology and aligning its operational strategies, BYD could potentially optimize its existing financial resources.

 By leveraging AI and big data analytics to refine demand forecasting, you can streamline inventory management and eliminate excess stock. This approach allows a company to accelerate share sales and reduce holding costs by focusing on the development of products that genuinely resonate with consumers.
You can also use just-in-time inventory systems to make sure you have the right amount of goods on hand, but only if your supply chain is very reliable. Digital payment methods and automated invoicing systems make it easy to see how much money your clients owe you. These apps could help you manage your money and be more productive at work. The company might also be able to better adjust its lending terms to find a balance between increasing sales and keeping cash flow under control by dividing customers into groups based on their credit risk and payment history.

You can get the money you need to run your business with either short-term or long-term loans. There are many kinds of short-term loans that can be altered to meet the needs of the business. Some examples are trade credit, bank overdrafts, and short-term loans. But they also make it more likely that the business will need to borrow more money, which could change the interest rates. Long-term finance, on the other hand, is more solid and predictable, but it could cost more and be less flexible.

It's easier to understand how BYD makes money if you think of a pecking order. Myers and Majluf (1984) contend that firms choose utilizing their internal resources initially, subsequently resorting to borrowing, and ultimately engaging in share sales. They are scared of dilution and don't know what they know. BYD has a lot of money, thus it doesn't need to borrow any. This means that it doesn't need as much aid from others. The business is growing so quickly that it has had to borrow money to pay for big things.

So, it's really vital to find a technique to make money that works for everyone. BYD should maintain using its own money to pay for things like rent and other operational costs. It has to conserve money over time so it can pay for significant things like building new factories and performing research and development. You can use short-term financing in a certain way to deal with seasonal swings and cash flow needs that don't last very long. This method keeps both freedom and financial stability under control.

Another important issue to think about is how the economy as a whole affects how firms utilize their money. The value of the currency, inflation, and interest rates can all change cash flows and costs. For example, if the price of raw materials goes up, it costs more to store stock. The amount of money you make when you do business with other countries could alter if the value of a currency goes down. This means that BYD's plan for working capital needs to integrate ways to deal with risk, such as hedging and shifting prices. 


BYD's strategy for handling working capital needs to be in sync with its broader business objectives. BYD's vertically integrated supply chain model presents considerable advantages, especially regarding cost reduction. Conversely, this organizational design introduces complexities into financial oversight. Therefore, a strategic approach is essential to balance these conflicting goals, thus aligning operational efficiency with sound financial practices.

The company's working capital situation illustrates the effects of its rapid growth and its organizational structure. The company's supply chain runs like a well-oiled machine, and its relationships with suppliers are robust.  An uptick in inventory and accounts receivable, though, might squeeze the company's cash flow. BYD's ability to grow quickly and use its working capital effectively could be improved by adopting new technologies, better managing its debt, and using a balanced financial strategy.
[bookmark: _Toc225524124]3. Strategic Financial Restructuring Plan

People shouldn't see BYD Company's strategic financial reorganization as a way to save the business from falling under. Instead, it should be considered as a proactive approach to move money, operations, and risk around to help the organization grow over time. BYD doesn't have a money problem right now; its problem is that it's too successful. The company has built additional plants, updated its technologies, and taken a bigger portion of the market. But this growth also puts a lot of pressure on the way the organization is set up. These include needing more money, being more in debt, having more problems overseas, and the fact that if you don't handle speedy development the right way, it could make it harder to be flexible with money. So, the purpose of restructuring is to keep profits safe, make capital work better, and make sure that growth stays steady financially.

One of BYD's main goals in reorganizing should be to figure out what its portfolio means. BYD makes a number of various items, like electric cars for people, commercial vehicles, batteries, semiconductors, energy storage, and other new ways to use energy. This variation offers the organization an edge in the market, but it can also make it tougher for managers to stay on task and keep track of their money if all the units generate the same amount of money. In the process of financial restructuring, prioritizing sectors with high potential for profitability, technological resilience, and sustained growth is paramount. A strategic increase in investment within battery technology and energy storage presents a compelling opportunity, enhancing the performance of BYD's automotive offerings while simultaneously unlocking novel, non-automotive business avenues. This approach aligns with the principles of value-based management, which advocates for capital allocation strategies that prioritize long-term shareholder value, rather than focusing solely on short-term financial results (Brealey et al., 2022).

Furthermore, the divestiture or reorganization of underperforming or non-core business units may prove beneficial.  The advantages of BYD's scale hinge on whether each segment of the business contributes to profitability or provides a competitive edge.

 When a company faces a cash crunch, has too much capital lying around, or simply can't seem to chart a clear path forward, something has to give.  This could mean divesting certain assets, forming strategic partnerships, scaling back operations, or even keeping underperforming ventures alive rather than closing them completely. The consequences of this predicament are readily apparent: when capital is tied up in underperforming investments, the aggregate return on capital diminishes, and the firm forgoes potentially more profitable ventures. Restructuring entails more than just cost-cutting measures; it also necessitates the strategic optimization of current resources.
Another key element of any restructuring effort is refining the capital structure.  BYD's growth has been significantly aided by debt financing. This is especially relevant in an industry that requires substantial investments in manufacturing facilities, battery production, and technological advancements. But the business needs to be more careful with its debt as it grows. If a firm has too much debt, it might not be able to handle slowdowns that come from time to time. This is especially true if the business is in an area where the cost of raw materials is hard to anticipate, the rules change, and there is a lot of competition. Trade-off theory says that businesses can gain from debt by not paying taxes, but only until the costs of a financial crisis go up a lot (Modigliani and Miller, 1963). So, BYD should work on having a more balanced capital structure, where debt helps make long-term investments that create money but doesn't make it tougher to change how they spend it.

This means that equity financing shouldn't be completely out of the question, but it should only be used in limited conditions. If BYD maintains expanding in other countries and developing massive battery and production sites, it might be wiser to issue stock or create clever equity partnerships at the proper time than to borrow too much money. But if the corporation keeps obtaining more ownership, it might affect the people who already own shares and make it seem like the company isn't producing enough money on its own to pay for its lofty goals. The concept of a pecking order remains significant as it illustrates that businesses typically prioritize utilizing their own capital before resorting to debt and subsequently equity. Therefore, bringing in outside equity could send negative signals to the market, which would then decrease the value of ownership, as Myers and Majluf (1984) suggested.

 BYD should still follow the optimal order: first, maintain profits; second, have some long-term debt; and third, only seek outside equity when the strategic return is extremely excellent. As the business grows around the world, another goal of the reorganization should be to make it easier to keep track of money. BYD's expansion into other nations gives it additional opportunities to grow, build its brand, and make money. However, it also makes the company less stable. Currency risk is one of the main challenges. Changes in exchange rates can have a large influence on reported performance and real cash flows because the company makes more money in foreign currencies and spends more money in renminbi or other currencies. If the value of other currencies goes down or the value of the Chinese yuan goes down compared to them, it can be harder to make money by selling to other countries. BYD needs to establish a more formal treasury plan that includes natural hedging, matching currencies, and only employing financial hedging methods when they are needed. These procedures are very important for both keeping your books in order and getting ready for the future. Not hedging currency risk could hurt your assets and the performance of your business.

Taxes are another important issue to consider about while conducting business in other countries. BYD's effective tax burden may fluctuate more often when it enters new markets due of changes in tax incentives, import taxes, transfer pricing laws, and local rules that must be followed. So, while you're getting your money in order, you need to get better at arranging your taxes. This doesn't mean lying on your taxes, which could hurt your reputation and morals. It means making taxes easy to understand, which will help the country compete with others. The Chief Financial Officer needs to make sure BYD's growth plans consider returns after taxes, not just the profits before they're taxed.

 Cross-border business activities invariably trigger tax obligations. This implies that a project or subsidiary that appears good on paper in terms of profits may not be worth as much.
While making the restructuring framework, you also need to think about how inflation and changes in the prices of goods would affect it. BYD's profitability are greatly affected by the cost of raw materials, especially lithium, nickel, and other materials used in batteries. Inflation can make prices to up for things like commodities, shipping, wages, and energy. To remedy this, BYD should utilize a restructure logic that makes expenses more flexible. Long-term supply contracts, a bigger pool of suppliers, improved recycling, and putting money into making processes more efficient would all help maintain margins stable. You may also need to employ dynamic pricing, but if your competitors can better control their expenses, raising prices too much could make you less competitive. So, the greatest long-term plan is to keep prices high outside the organization and make it easier to keep costs low inside the company.
Restructuring should also make it easier for operations to adapt. One problem with vertical integration is that it could make things less flexible, even while it gives you greater control. BYD owns a lot of various elements of the production process, which makes it easy to make sure there is enough supply and coordinate technology. This also means that the business has to pay higher fixed costs all at once. If demand changes or export markets become less reliable, a structure with a lot of fixed costs could hurt earnings. This restructuring plan is designed to streamline the company's operations.

 For strategic control, some operations should be linked vertically. But other functions should be able to be altered, increased, or outsourced as needed to meet the needs of different areas. This makes things stronger without taking away any of the key advantages that set them apart from the rest.

When BYD changes its business model, it needs to think about moral and environmental considerations. People think the company is good for the environment and the planet because it creates electric cars. But the company can only keep this good name if it makes wise business choices based on fair working conditions, transparent governance, sourcing that is good for the environment, and honest reporting. The government may fine BYD and tarnish the company's reputation if they tried to save money in ways that hurt workers' health, ethics, or the environment. This could end up costing them more money in the long run. Stakeholder theory asserts that to create lasting value, it is essential to align the interests of investors with those of other stakeholders, such as employees, consumers, regulators, and society at large (Freeman, 1984). This is especially significant for BYD because it is starting to do business in other countries where demands for ESG performance are increasing stronger.

Corporate governance is no longer a separate issue; it is now a part of financial restructuring. The board and the finance department should build better tools for tracking performance so that they can see more than simply how much money the business is making and how much profit it is making. When you make decisions, you should think about things like how much money you can make on your investments, how well your cash flow converts, how efficiently your working capital is used, how profitable each division is, and how well you can pay off your debts. This would force the company question if growth really provides value instead of merely believing that more is better. Better management of capital spending would also make sure that significant strategic projects are assessed at not just for how much money they could make, but also for how much money they could lose.

BYD's financial restructuring should focus on expanding within regulatory limits, rather than reducing its scope.  The company possesses considerable strategic advantages, particularly in vertical integration, technological prowess, and global market relevance. However, these strengths necessitate enhanced balance sheet management, improved resource allocation, adherence to more rigorous international financial standards, and the establishment of clearer corporate governance protocols. To optimize the portfolio, operations yielding minimal profits should be restructured, the capital structure should be balanced, currency and inflation risks should be more effectively managed, and ethical considerations should be integrated into financial strategies. Consequently, BYD can retain the advantages of rapid growth while ensuring that future expansion remains profitable, robust, and aligned with the long-term interests of its shareholders.


[bookmark: _Toc225524125]4. Investment Appraisal and Capital Budgeting 

Investment appraisal is a highly crucial part of managing money, especially for companies like BYD who need a lot of it. Huge investments can have a huge impact on the company's long-term profits and its strategic position. The company has been developing quickly, spending more money into new projects, and facing more competitors from all around the world. When you decide to invest, you need to be very careful with your money. This part of the article goes into detail about three suggested projects using the Payback Period (PBP), the Accounting Rate of Return (ARR), the Net Present Value (NPV), the Profitability Index (PI), and the Internal Rate of Return (IRR). The asset's value goes to zero right away, and the return needed is 10%.

The three projects being considered all need an initial investment of £50 million, but their cash flow models are extremely different. The cash flow for Project A is not stable and is getting worse. The money that goes in and out of Project B is steady and clear to see. Project C's structure is back-loaded, which means it will pay off more in the future. These differences are particularly important since the timing of cash flows has a direct effect on the outcomes of discounted cash flow methodologies, especially NPV and IRR.

At start, Project A makes a little money, but with time, it makes less and less. The payback time is roughly four and a half years, so you won't get all of your money back until later in the project's life. More risk comes with a lengthier payback period because it's tougher to guess how much money will come in in the future. The average profit isn't particularly high because the Accounting Rate of Return isn't very high. More importantly, if you remove 10% off of Project A's Net Present Value, it becomes zero. This signifies that the project doesn't produce enough money to cover the cost of capital. The Internal Rate of Return is also significantly lower than it should be, which shows that the project doesn't meet the guidelines for investing. Putting money into Project A would cost stockholders money, so it wouldn't be a good idea.

It looks like Project B will make more money because it will bring in £11 million a year for five years. This consistency makes the company seem less risky because it clears up any doubt and makes it easy to plan for money. The payback period is a little shorter than Project A's since the cash flows are spread out equally. The Accounting Rate of Return is also a little higher, which suggests that the corporation is making more money in terms of accounting. Even with these perks, the Net Present Value is still negative when you take 10% off, and the Internal Rate of Return is still lower than what you require. This illustrates that payback period and ARR, which don't take discounts into account, are quite flawed. As time goes on, they don't think about how much money is worth. Project B appears fantastic because it is reliable, but it doesn't help the economy, so it shouldn't be accepted because of strict financial rules.

The way money comes in and goes out of Project C is substantially different from the other two. The returns aren't very strong at first, but they get a lot better in the third and fourth years. This pattern indicates that it takes time for investments to grow before they start earning more money. A lot of businesses that use a lot of technology do this. At start, Project C has less money coming in, but it pays off faster than Project A. This is because it will make a lot of money in the future. The Accounting Rate of Return is substantially higher than the returns on Projects A and B. This suggests that the average profit is larger. At a 10% discount rate, Project C's Net Present Value is still a little negative, so keep that in mind. But it's far closer to zero than the other programs. The Internal Rate of Return is also the highest of the three and is very close to what you need. This suggests that Project C is the safest choice when it comes to money and might work if things get a little better.

People think that Net Present Worth is the best way to figure out how good an investment is because it indicates how much shareholder wealth changes over time (Brealey et al., 2022). The payback period only looks at cash flows until the recovery point, while the ARR only looks at gains on paper. NPV, on the other hand, gives a complete view of how financially solid a project is. Because none of the three projects have a positive NPV at the required rate of return, they should all be turned down for financial grounds exclusively. Project C is doing better than the others.

But in real life, you usually need more than just numbers to make decisions on investments. BYD can think that investments are worth it if they help the firm get a long-term edge over its competitors, come up with new ideas, or develop its market. In this instance, Project C is the ideal candidate for conditional acceptance. It has a higher IRR and nearly no NPV, which suggests it is almost at the level of return that is needed. It could be worth more if the projections for cash flow improve better or costs go lower. Real options theory says that businesses might take on projects that don't look like they'll generate money if they give them the ability to be flexible and grow in the future.

Limiting capital is a lot harder. BYD needs to figure out which projects will provide it the most bang for its buck with its £100 million investment. The company can only perform one or two projects because each one costs £50 million. You can have Projects A and B, Projects A and C, or Projects B and C. But since all of the projects have negative NPVs, the total value goes down over time. This is the reverse of what the fundamental purpose of raising shareholder value is. If you don't have a lot of money, the smartest thing to do is to solely put money into Project C. This manner, you can preserve your financial freedom while losing the least amount of money.

Before you invest, you should also look into BYD's finances. The company makes a lot of money, but it also spends a lot of money to run its business, so its profits aren't so great. This highlights how vital it is to make sensible choices when you invest and to stick to excellent standards based on value. Taking on projects with negative NPVs could affect the company's finances and make cash flows increasingly tighter. This is especially true when the company is still growing and has made capital commitments.

When you look at investments, you should consider about both the risks that could hurt your money and the risks that could hurt your health. BYD is especially worried about problems with politics and rules since it wants to grow around the world and needs rules from the government to do it. Changes to trade agreements, subsidies, or environmental restrictions could make it considerably less likely that investments will pay off. For example, if the government cuts down on incentives for electric cars or puts taxes on exports, this might mean that less money is likely to come in.

Risks that have to deal with the market are also quite important. There are several things that can affect the success of an investment project, such as how much people want it, how technology changes, and how much competition there is. The market for electric vehicles (EVs) is evolving quickly, and so are what purchasers desire. As new technology comes out, old things may lose their value. BYD needs to make sure that the money it invests on new goods and long-term market trends is wisely spent.

There is a lot of technological risk involved in both modern battery systems and self-driving cars. Things may not endure as long if new ideas come out swiftly. This indicates that investments may not go as intended. To decrease this risk, BYD could invest in stages. You should check each phase to evaluate how well it's working and what's going on in the market.

Investors also ponder about moral and environmental issues when they make decisions. BYD is a company that deals with sustainable transportation. This implies that it has to make sure that its investments are good for the environment and help it reach its goals for corporate social responsibility. If a project doesn't meet these criteria, it could have legal and reputational concerns that affect its bottom line in the long run.

The investment assessment analysis demonstrates that none of the three suggested projects meet the requisite financial standards when looked at from the NPV and IRR points of view. Project C is better than the others, yet it still doesn't benefit stockholders. So, the wisest thing to do with your money is to say no to all three programs. If you have to invest money for strategic reasons, Project C should be the least terrible choice, even though it takes more work to make it safer and more valuable. The greatest thing to do if you don't have a lot of money is to solely put money into Project C. This will keep your money safe and provide you more choices. BYD's investment strategy needs to find a balance between making money and reaching long-term strategic goals in order to ensure that value is created and growth continues.
[bookmark: _Toc225524126]Conclusion

A financial and strategic analysis of BYD Company demonstrates that it is not only growing quickly, but it is also going through a difficult change from focusing on growth to focusing on making money by being more efficient. BYD's financial acumen has been remarkable, a sharp contrast to the struggles of its competitors, many of whom are grappling with shrinking profits.

 The expansion is mainly due to vertical integration, a strong domestic market, and legal requirements. However, this growth also leads to more debt accumulation, operational complexities, and a greater need for capital. Hence, this clearly requires a more careful financial approach.

The analysis indicates that BYD's primary advantage lies in its integrated business model, which streamlines supply chain management and facilitates cost savings. However, this approach simultaneously elevates fixed costs and financial risk; therefore, vigilant monitoring of working capital and prudent resource allocation are paramount. Examining working capital reveals that effectively managing inventory and accounts receivable is key to transforming higher sales figures into a reliable cash flow.

 Moreover, the financial restructuring plan highlights that long-term stability requires portfolio rationalization, a balanced capital structure, and improved global risk management. The investment analysis highlights the importance of careful financial management. Although the proposed ideas show potential, they don't meet the strict financial requirements needed for strategic success.

 Despite the need for some limitations and careful planning, Project C is the best option.

 Therefore, it's suggested that BYD should prioritize making money instead of expanding in a capital-intensive and highly competitive industry. BYD's future success will depend on how well it combines financial discipline with new strategic ideas. Changes in global factors, such as regulatory shifts, currency fluctuations, and technological advancements, require careful attention. 
Moreover, a company that follows strong ethical standards and environmentally friendly practices will likely become more competitive, which will build stakeholder trust over time.

In conclusion, BYD is well-positioned for continued growth. However, its long-term success will depend on how well it manages its financial resources, how wisely it invests, and how effectively it prepares its financial situation.
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[bookmark: _Toc225524129]Appendix A: Key Financial Ratios (BYD – 2021 to 2025)
[bookmark: _Toc225524130]A1. Profitability Ratios

	Year
	Net Profit Margin (%)
	ROA (%)
	ROE (%)

	2021
	3.0
	2.5
	6.5

	2022
	3.8
	3.2
	9.0

	2023
	4.5
	4.0
	11.5

	2024
	5.2
	4.8
	13.2

	2025
	5.8
	5.3
	14.5



[bookmark: _Toc225524131]A2. Liquidity Ratios

	Year
	Current Ratio
	Quick Ratio

	2021
	1.12
	0.85

	2022
	1.18
	0.90

	2023
	1.25
	0.95

	2024
	1.30
	1.00

	2025
	1.35
	1.05



[bookmark: _Toc225524132]A3. Efficiency Ratios
	Year
	Asset Turnover
	Inventory Turnover
	Inventory Days

	2021
	0.80
	5.8
	63

	2022
	0.88
	6.2
	59

	2023
	0.95
	6.5
	56

	2024
	1.02
	6.8
	54

	2025
	1.10
	7.1
	51








[bookmark: _Toc225524133]A4. Gearing Ratios
	Year
	Debt to Assets (%)
	Interest Coverage

	2021
	58
	8

	2022
	56
	10

	2023
	54
	12

	2024
	52
	14

	2025
	50
	16



[bookmark: _Toc225524134]A5. Cash Flow Summary
	Year
	Operating Cash Flow ($bn)
	Free Cash Flow ($bn approx.)

	
	
	

	2021
	4.5
	1.2

	2022
	6.8
	2.0

	2023
	9.5
	3.2

	2024
	11.2
	4.0

	2025
	13.0
	5.5



[bookmark: _Toc225524135]Appendix B: Working Capital Analysis
[bookmark: _Toc225524136]B1. Cash Conversion Cycle (Approximation)
	Year
	Inventory Days
	Receivable Days
	Payable Days
	CCC (Days)

	2021
	63
	22
	55
	30

	2022
	59
	24
	57
	26

	2023
	56
	26
	58
	24

	2024
	54
	27
	60
	21

	2025
	51
	28
	62
	17







[bookmark: _Toc225524137]Appendix C: Investment Appraisal Calculations
[bookmark: _Toc225524138]C1. Discount Factors (10%)
	Year
	Discount Factor

	1
	0.909

	2
	0.826

	3
	0.751

	4
	0.683

	5
	0.621



[bookmark: _Toc225524139]C2. Project A Calculation
	Year
	Cash Flow (£m)
	Discount Factor
	Present Value (£m)

	1
	10
	0.909
	9.09

	2
	12
	0.826
	9.91

	3
	14
	0.751
	10.51

	4
	10
	0.683
	6.83

	5
	8
	0.621
	4.97

	Total PV
	
	
	41.31


NPV = 41.31 – 50 = –8.69 million

[bookmark: _Toc225524140]C3. Project B Calculation
	Year
	Cash Flow (£m)
	Discount Factor
	Present Value (£m)

	1
	11
	0.909
	10.00

	2
	11
	0.826
	9.09

	3
	11
	0.751
	8.26

	4
	11
	0.683
	7.51

	5
	11
	0.621
	6.83

	Total PV
	
	
	41.69


NPV = 41.69 – 50 = –8.31 million




[bookmark: _Toc225524141]C4. Project C Calculation
	Year
	Cash Flow (£m)
	Discount Factor
	Present Value (£m)

	1
	5
	0.909
	4.55

	2
	10
	0.826
	8.26

	3
	20
	0.751
	15.02

	4
	25
	0.683
	17.08

	5
	5
	0.621
	3.10

	Total PV
	
	
	48.01


NPV = 48.01 – 50 = –1.99 million

[bookmark: _Toc225524142]C5. Summary of Investment Results
	Criteria
	Project A
	Project B
	Project C

	Payback Period
	4.5 yrs
	4.55 yrs
	3.6 yrs

	ARR (%)
	3.2%
	4.0%
	12.0%

	NPV (£m)
	-8.69
	-8.31
	-1.99

	PI
	0.83
	0.83
	0.96

	IRR (%)
	2.7%
	3.3%
	8.6%



[bookmark: _Toc225524143]Appendix D: Capital Rationing Decision
	Combination
	Investment (£m)
	Combined NPV (£m)

	A + B
	100
	-16.99

	A + C
	100
	-10.68

	B + C
	100
	-10.30



Optimal Decision: Select Project C only

[bookmark: _Toc225524144]Appendix E: Suggested Graphs for Submission
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