[image: ]




Title: Assessment Component: Financial Performance and Management for Toyota.
Programme: Master of Business Administration
Module: Financial Management
Module Code: LCMB7002
Lecturer's Name: Shengfeng Mei 





Student Name: Tania Sultana 
Student ID: 2516332
Word Count: 5290
Submission Date: 23.04.2026


Table of Contents
Introduction	4
1. Financial Health Check	5
1.1 Profitability Ratios	5
1.1.1 Gross Profit Margin	5
1.1.2 Operating Profit Margin	6
1.1.3 Net Profit Margin	8
1.1.4 Return on Equity	9
1.2 Liquidity Ratios	10
1.3 Gearing Ratios	11
1.4 Efficiency and Cash Conversion	12
1.5 Corporate Failure Risk	14
1.6 Overall Financial Diagnosis	14
2. Working Capital Management Analysis	15
2.1 Cash Operating Cycle Assessment	15
2.2 Strategies to Improve Liquidity through Working Capital Reforms	16
2.2.1 Inventory Management Improvement	17
2.2.2 Receivables Management Enhancement	17
2.2.3 Payables Optimisation	17
2.3 Comparison of Short-Term and Long-Term Financing Options	17
2.3.1 Short-Term Financing	17
2.3.2 Long-Term Financing	18
2.3.3 Financing Strategy	18
2.4 Conclusion of Working Capital Analysis	18
3. Strategic Financial Restructuring Plan	20
3.1 Financial Restructuring Options for Toyota Industries Corporation	20
3.1.1 Equity Financing and Capital Injection	20
3.1.2 Debt Restructuring and Capital Structure Optimisation	20
3.1.3 Divestiture and Strategic Partnerships	21
3.2 Impact on Shareholder Value, Debt Structure, and Operational Flexibility	21
3.2.1 Impact on Shareholder Value	21
3.2.2 Impact on Debt Structure and Financial Risk	22
3.2.3 Impact on Operational Flexibility	22
3.3 International and Ethical Considerations	22
3.3.1 Currency Risk and Global Operations	22
3.3.2 Inflation and Cost Management	22
3.3.3 Taxation and Regulatory Compliance	23
3.3.4 Corporate Social Responsibility (CSR) and Sustainability	23
3.4 Conclusion of Strategic Financial Restructuring Plan	23
4. Investment Appraisal and Capital Budgeting	24
4.1 Project Cash Flow Analysis	24
4.2 Payback Period (PBP)	25
4.3 Accounting Rate of Return (ARR)	26
4.4 Net Present Value (NPV)	27
4.5 Profitability Index (PI)	27
4.6 Internal Rate of Return (IRR)	28
4.7 Overall Comparison	28
4.8 Capital Rationing Decision	29
4.9 Final Recommendation	29
Conclusion	31
Reference List	32
Appendices	37



[bookmark: _Toc227885120]Introduction
This report will examine financial performance and strategic decision-making of the Toyota Industries Corporation based on the data of annual reports of the period between 2021 and 2025. The analysis will concentrate on such major areas as the financial health, working capital management, strategic financial restructuring, and investment appraisal. By financial ratios and capital budgeting methods, the report will seek to evaluate the efficiency, profitability, and risk of the company. The results offer suggestions on how to enhance liquidity, capital structure optimisation, and sustainable growth that would help the Toyota Industries Corporation to enrich its long-term financial health and shareholder value.


[bookmark: _Toc227885121]1. Financial Health Check
This revised financial health check incorporates the five-year annual report results of FY2021 to FY2025 and adds more detailed calculations and explanations to each table. The analysis is conducted using the published financial statements of Toyota Industries Corporation, in particular, consolidated statements of profit or loss, financial position and cash flows of the period 20212025.  
[bookmark: _Toc227885122]1.1 Profitability Ratios
Profitability ratios indicate whether Toyota Industries have been able to generate profit through sales during the five-year period. The findings indicate that the company has had a high revenue growth, but the margins fluctuated within a small range, i.e. cost pressure has been a significant concern despite an increase in scale (Liu, 2023). Compared to FY2021, net sales were ¥2,118,302 million, whereas in FY2025, the net sales were ¥4,084,984 million, with the operating profit growing by 118,159 million to 221,695 million. 
[bookmark: _Toc227885123]1.1.1 Gross Profit Margin

Table 1. Gross Profit Margin Calculation, FY2021–FY2025
	Year
	Gross Profit (¥ million)
	Net Sales (¥ million)
	Calculation
	Gross Profit Margin

	2021
	490,407
	2,118,302
	
	23.15%

	2022
	607,682
	2,705,183
	
	22.46%

	2023
	756,183
	3,379,891
	
	22.37%

	2024
	901,147
	3,833,205
	
	23.51%

	2025
	951,573
	4,084,984
	
	23.29%




Figure 1: Gross Profit Margin Calculation
Data for FY2021–2022 comes from the 2022 report, FY2023–2024 from the 2024 report, and FY2025 from the 2025 report. Gross profit margin was maintained at 22.37 to 23.51 and it was a sign of good cost management. FY2022 to FY2023 slight declines are indicative of cost pressure, and FY2024 to FY2025 recovery currents the strong pricing and production effectiveness (Abbes, 2025). 
[bookmark: _Toc227885124]1.1.2 Operating Profit Margin

Table 2. Operating Profit Margin Calculation, FY2021–FY2025
	Year
	Operating Profit (¥ million)
	Net Sales (¥ million)
	Calculation
	Operating Profit Margin

	2021
	118,159
	2,118,302
	
	5.58%

	2022
	159,066
	2,705,183
	
	5.88%

	2023
	169,904
	3,379,891
	
	5.03%

	2024
	200,404
	3,833,205
	
	5.23%

	2025
	221,695
	4,084,984
	
	5.43%



Figure 2: Operating Profit Margin Calculation
The operating margin was also steady, albeit lower than the gross margin due to high selling, general and administrative costs. These rose from ¥374,648 million in FY2021 to ¥723,853 million in FY2025. FY2023 had the lowest at 5.03% and indicated that the company was under pressure due to certification-related losses and other cost escalations, and FY2024 and FY2025 were recovering. This implies that Toyota industries were still operationally profitable during the period, yet the business was still struggling with excessive overheads and costs associated with compliance (Cecil, 2024). 
[bookmark: _Toc227885125]1.1.3 Net Profit Margin

Table 3. Net Profit Margin Calculation, FY2021–FY2025
	Year
	Profit Attributable to Owners (¥ million)
	Net Sales (¥ million)
	Calculation
	Net Profit Margin

	2021
	136,700
	2,118,302
	
	6.45%

	2022
	180,306
	2,705,183
	
	6.66%

	2023
	192,861
	3,379,891
	
	5.71%

	2024
	228,778
	3,833,205
	
	5.97%

	2025
	262,312
	4,084,984
	
	6.42%



Figure 3: Net Profit Margin Calculation
The net profit margin was approximately 6% during most of the time. FY2022 is the highest followed by a decline in FY2023 and the recovery in FY2024 and FY2025. This trend aligns with the increase in other costs that were reported by the company in the past such as the certification related losses in FY2023 and FY2024. The margin has nearly bounced back to the level of FY20212022 by FY2025, which indicates that Toyota Industries regained some of its earnings efficiency. 
[bookmark: _Toc227885126]1.1.4 Return on Equity

Table 4. Return on Equity, FY2021–FY2025
	Year
	Profit Attributable to Owners (¥ million)
	Owners’ Equity (¥ million)
	Reported ROE

	2021
	136,700
	3,236,038
	4.82%

	2022
	180,306
	3,928,513
	5.03%

	2023
	192,861
	3,837,416
	4.97%

	2024
	228,778
	6,045,759
	4.63%

	2025
	262,312
	4,904,686
	4.79%



Figure 4: Return on Equity
ROE to owners is obtained directly out of annual reports. It was low and steady with a range of 4.63 to 5.03 per cent which showed low returns on the money invested by the shareholders. The FY2024 depreciation was caused by a substantial increase in equity ¥6,045,759 million, primarily due to other comprehensive income. This is an indicator of financial stability but low effectiveness in shareholder payoffs (Du and Whittington, 2024). 
[bookmark: _Toc227885127]1.2 Liquidity Ratios
Liquidity ratios help to evaluate how the firm can pay the immediate obligations. Toyota Industries demonstrated an overall improving liquidity position throughout the period, with an increase in current assets and high cash holdings in FY2024, but the volatility of the cash flow was an issue.

Table 5. Current Ratio Calculation, FY2021–FY2025
	Year
	Current Assets (¥ million)
	Current Liabilities (¥ million)
	Calculation
	Current Ratio

	2021
	1,948,081
	1,188,239
	
	1.64

	2022
	2,255,827
	1,372,721
	
	1.64

	2023
	2,677,024
	1,517,112
	
	1.76

	2024
	3,129,531
	1,639,197
	
	1.91

	2025
	N/A
	1,622,284
	N/A
	N/A



Figure 5: Current Ratio Calculation
The current assets in FY2025 were not available in full, and therefore the ratio is N/A. Current ratio has increased to 1.91 in FY2024 than 1.64 in FY20212022, with better short-term liquidity being demonstrated. This growth was propelled by an increment in the receivables, inventories, and cash (Abbas, 2025).
[bookmark: _Toc227885128]1.3 Gearing Ratios
Gearing is used to determine the level of financial risk associated with debt financing. Toyota Industries was seen to be underfunded, as in most years, debt was lower than half the assets. This conservative structure minimizes the insolvency risk, and is also partly the reason behind the low ROE performance. 

Table 6. Debt Ratio Calculation, FY2021–FY2025
	Year
	Equity Ratio (%)
	Calculation
	Debt Ratio (%)

	2021
	49.75
	
	50.25%

	2022
	51.51
	
	48.49%

	2023
	49.06
	
	50.94%

	2024
	54.57
	
	45.43%

	2025
	52.16
	
	47.84%



Figure 6: Debt Ratio Calculation
The equity-to-assets ratio on the reports is calculated to determine the debt ratio. It remained moderate, between 45.43% and 50.94%. This was at its highest in FY2023, and it was followed by an increase in FY2024 because of increased equity. Though it increased a little in FY2025, it remained less than 50, which means a balanced structure and low financial risk.
[bookmark: _Toc227885129]1.4 Efficiency and Cash Conversion
The efficiency ratios indicate the effectiveness with which the working capital is utilized. The cash conversion cycle is also a useful indicator that approximates the duration of time the cash is held in operation before it can be collected (Stavropoulos and Zounta, 2025). Since the entire FY2025 inventory line was not surfaced in the pages extracted, the entire CCC can be computed with confidence to FY2024 and FY2025 can be discussed incompletely. 

Table 7. Cash Conversion Cycle Calculation, FY2021–FY2025
	Year
	Inventory Days
	Receivable Days
	Payable Days
	CCC

	2021
	65.60
	165.79
	137.61
	93.78

	2022
	75.50
	151.30
	129.74
	97.06

	2023
	73.01
	151.06
	112.37
	111.70

	2024
	77.09
	156.01
	109.12
	123.98

	2025
	N/A
	153.95
	102.40
	N/A



Figure 7: Cash Conversion Cycle Calculation
The data is provided in financial statements such as receivables and profit or loss accounts. Although the FY2025 inventory data is not available, the trend is evident. CCC increased by 93.78 days in FY2021 to 123.98 days in FY2024, suggesting inefficient working capital. The increase in receivables and inventory tied up cash and the decrease in flexibility of payables also added to the volatile operating cash flows.
[bookmark: _Toc227885130]1.5 Corporate Failure Risk
Toyota Industries Corporation is not under threat of corporate failure at the immediate. It was profitable and had a good current ratio of more than 1.0 and a moderate debt ratio. Another strength of the company was that it had strong equity and operating cash inflows, which reflects financial stability (Toyota, 2026).
Nonetheless, there are still certain risks. Customer concentration is also a risk to the company since a large percentage of its sales relies on Toyota Motor Corporation. It also has a foreign exchange risk in which fluctuations in currency could affect profits. Furthermore, losses associated with certification point to possible compliance risks that may influence the quality of earnings. 
[bookmark: _Toc227885131]1.6 Overall Financial Diagnosis
Overall, Toyota Industries Corporation was financially robust during FY2021 to FY2025, as its sales, margins, and moderate leverage increased. There was also an improvement in liquidity which means that there is a strong financial position. But there are also weaknesses, such as comparatively low ROE and falling working capital efficiency, manifested in the increasing cash conversion cycle. Moreover, high other expenses impacted the quality of earnings. Thus, the company is financially stable with a low risk, however, to maintain long-term performance, the company should enhance capital efficiency, improve working capital management, and decrease the cost effects of compliance.


[bookmark: _Toc227885132]2. Working Capital Management Analysis
The management of working capital plays a crucial role in ensuring that Toyota Industries Corporation can sustain its liquidity and efficiency. This part analyses its cash conversion cycle, finds areas of inefficiencies, and recommends ways to improve, and compares financing options to serve short-term operation requirements and financial stability.
[bookmark: _Toc227885133]2.1 Cash Operating Cycle Assessment
The cash conversion cycle (CCC) is the measure of the efficiency of the Toyota Industries Corporation to convert its investment in inventory and receivables into sales related cash flows. It is computed as:

Table 8. Cash Conversion Cycle (FY2021–FY2025)
	Year
	Inventory Days
	Receivable Days
	Payable Days
	CCC (Days)

	2021
	65.60
	165.79
	137.61
	93.78

	2022
	75.50
	151.30
	129.74
	97.06

	2023
	73.01
	151.06
	112.37
	111.70

	2024
	77.09
	156.01
	109.12
	123.98

	2025
	N/A
	153.95
	102.40
	N/A



Figure 8: Cash Conversion Cycle
The findings reveal that CCC of Toyota Industries Corporation has grown tremendously within the five years. The CCC increased to 123.98 days in 2024 compared to 93.78 days in 2021, indicating that the Toyota Industries Corporation is taking an extended time to turn operating investments into cash. The complete CCC of 2025 is not possible to be calculated as there is no complete inventory data, but based on the trends, it is relatively long (Stavropoulos and Zounta, 2025).
In the case of Toyota Industries Corporation, the growth in terms of the number of days in inventory shows an increment in the inventory, which could be because of growth in production or inefficiencies of inventory turnover. The days outstanding are consistently high, implying that Toyota Industries Corporation is slow in collecting its due payments. Meanwhile, the payable days have decreased, i.e. Toyota Industries Corporation pays its suppliers faster.
This is not favourable to Toyota Industries Corporation. The longer the CCC, the higher the cash that is tied up in operation and therefore, less liquidity and more reliance on outside funding. This conclusion is further supported by the volatility of operating cash flows reported by the Toyota Industries Corporation especially the decrease in 2023 and 2025 (Bhattacheryay, 2021). 
[bookmark: _Toc227885134]2.2 Strategies to Improve Liquidity through Working Capital Reforms
Toyota Industries Corporation must adopt specific working capital improvement to curb the problems identified.
[bookmark: _Toc227885135]2.2.1 Inventory Management Improvement
Toyota industries corporation needs to improve its inventory management by implementing other systems like Just-in-Time (JIT) and demand forecasting technology. Toyota Industries Corporation can minimize the number of inventory days by decreasing surplus stock and optimizing production according to the demand in the market (Batth, 2023). This will lower the holding costs and release cash locked up in inventory which will enhance liquidity.
[bookmark: _Toc227885136]2.2.2 Receivables Management Enhancement
Toyota Industry Corporation needs to improve on receivables collection. The company ought to tighten its credit policy, decreasing the payment period, and provide incentives on early payments. Also, the introduction of automated billing will assist Toyota Industries Corporation to speed up the cash inflows. The shortening of the CCC will be directly achieved by reducing the days in receivables and enhancing liquidity.
[bookmark: _Toc227885137]2.2.3 Payables Optimisation
Toyota industries Corporation ought to look at its supplier contracts and negotiate extended payment terms where feasible. The longer payable days will enable Toyota industries corporation to hold on to cash (Wetzel and Wagner, 2025). Although good supplier relations are also essential, maintaining a balanced relationship will help Toyota Industries Corporation to get its working capital position better without negatively affecting its supply chain.
[bookmark: _Toc227885138]2.3 Comparison of Short-Term and Long-Term Financing Options
Toyota Industries Corporation is free to use both long-term and short-term finance to meet working capital requirement.
[bookmark: _Toc227885139]2.3.1 Short-Term Financing
Bank overdrafts, trade credit, and short-term loans are some of the short-term financing options available to Toyota industries Corporation. These alternatives offer flexibility and are applicable to dealing with temporary cash crunches. The use of trade credit is especially beneficial to Toyota Industries Corporation, since it enables the company to postpone payments without having to pay direct interest.
Nonetheless, the short-term financing leaves Toyota Industries Corporation vulnerable to the risks of refinancing and interest rates. Excess dependence on short-term funding may put pressure on liquidity during economic crises (Reyad et al., 2022).
[bookmark: _Toc227885140]2.3.2 Long-Term Financing
Toyota Industries Corporation has long-term financing options such as bonds, long-term loans, and equity financing. Such sources ensure stability and lessen the chance of liquidity crunch. As an example, issuing bonds will enable Toyota Industries Corporation to raise funds at a predetermined interest rate.
But long-term funding is not flexible. Equity financing can water down ownership, whereas long-term debt adds to financial commitments. Thus, Toyota Industries Corporation should pay attention to balancing between cost and risk in terms of the choice of financing sources.
[bookmark: _Toc227885141]2.3.3 Financing Strategy
Toyota Industries Corporation should be advised to use a balanced financing strategy. Daily operational requirements should be financed with short-term financing, whereas long-term financing should be used to make strategic investments and to ensure financial stability (Liu, 2023).
Toyota industries Corporation being relatively low geared, then it can increase moderately debt financing. This would enable Toyota Industries Corporation to maximize returns without necessarily raising financial risk.
[bookmark: _Toc227885142]2.4 Conclusion of Working Capital Analysis
Finally, Toyota Industries Corporation is in a good liquidity position, but experiences problems with working capital efficiency. The rising cash conversion cycle reflects that Toyota Industries Corporation is locking up a greater amount of cash in inventory and receivables, and the benefits of supplier financing are constrained by shorter payable days. 
To enhance liquidity, Toyota Industries Corporation ought to concentrate on lowering inventory, improving receivables to be collected faster and improve the payables. Such reforms will reduce the CCC and enhance the stability of cash flows (Koroma et al., 2026). 
Altogether, Toyota Industries Corporation can improve the financial performance and sustainable long-term development by improving the working capital management and choosing a balanced financing strategy.



[bookmark: _Toc227885143]3. Strategic Financial Restructuring Plan
Toyota Industries Corporation requires strategic financial restructuring plan to increase its long-term financial performance and sustainability. Even though Toyota Industries Corporation has been recording high growth in revenue and steady profitability in the quarter 20212025, financial analysis indicates that the company has some areas that need to be improved such as low returns on equity, rising cash conversion cycle, and fluctuating operating cash flows. To this end, this section suggests the right restructuring strategies, analyses their financial impact, and international and ethical considerations, which could affect the decision-making.
[bookmark: _Toc227885144]3.1 Financial Restructuring Options for Toyota Industries Corporation
[bookmark: _Toc227885145]3.1.1 Equity Financing and Capital Injection
Equity financing; which involves the issue of new shares is one of the major restructuring alternatives that Toyota industries Corporation can apply. The plan would allow the company to access more capital without the need to increase its debt. In the case of Toyota Industries Corporation, this strategy may be especially useful when it comes to financing long-term investment in research and development, automation technologies, and expansion into the electrification markets (Madaram et al., 2024).
Nevertheless, equity financing has a drawback of dilution of ownership. The current shareholders of Toyota Industries Corporation have a possibility of losing a portion of their ownership share and earning per share. However, when the money collected is put to good use, the positive future effects may be more than the short-term effects of the dilution. Toyota Industries Corporation should thus think of equity financing selectively especially when it comes to strategic growth.
[bookmark: _Toc227885146]3.1.2 Debt Restructuring and Capital Structure Optimisation
Optimisation of the capital structure by means of debt financing is another crucial restructuring strategy. The financial picture reveals that Toyota Industries Corporation has a relatively moderate debt ratio, which means that the company can afford to leverage the situation without majorly raising the financial risk (Ou, 2025).
With the introduction of some extra debt in a controlled fashion, Toyota Industries Corporation has the advantage of a financial leverage, which could lead to a higher return on equity. Moreover, the tax-deductibility of interest on debt is an added benefit in terms of finances. Nonetheless, overdependence on debt may put Toyota Industries Corporation in an interest rate risk as well as debt repayment.
Thus, the company ought to pursue a middle-ground by using both debt and equity financing. This will enable Toyota Industries Corporation to maximise its capital structure and remain financially stable.
[bookmark: _Toc227885147]3.1.3 Divestiture and Strategic Partnerships
Divestiture is a sell-off process where non-core business units or those performing poorly are sold with the aim of enhancing efficiency. In the case of Toyota Industries Corporation, the divestiture will assist in concentrating resources to the most promising areas like automation systems and electric vehicle parts. By eliminating non-performing assets, the company will be able to increase profitability and ROI.
Moreover, Toyota Industries Corporation has the opportunity of venturing into strategic partnerships or joint ventures. Cooperation with technology companies or industry leaders may give the opportunity to use advanced technologies, minimize expenses, and speed up the innovation process. Such alliances could improve the competitive edge of the company and reduce the financial risk (Wei, Fang and Yu, 2025).
[bookmark: _Toc227885148]3.2 Impact on Shareholder Value, Debt Structure, and Operational Flexibility
[bookmark: _Toc227885149]3.2.1 Impact on Shareholder Value
The proposed restructuring strategies to the Toyota Industries Corporation have several implications on the shareholder value. Equity financing would lower the earnings per share initially because of dilution but in case the capital is invested in profitable ventures, the outcome would be increased returns in the long term.
Debt financing, however, helps in leverage to enhance return on equity. In the case of Toyota Industries Corporation, the moderate level of debt usage will be able to improve shareholders value without drastically increasing risk (Ou, 2025). Divestiture is also a plus as it enhances profitability and concentrates on the areas that are performing well.
Comprehensively, a balanced restructuring plan would bring about sustainable shareholder value to Toyota Industry Corporation.
[bookmark: _Toc227885150]3.2.2 Impact on Debt Structure and Financial Risk
Toyota Industries Corporation will also experience an impact in its debt structure because of the restructuring plan. A rise in the level of debt will enhance efficiency in capital but also heightens financial risk. Thus, Toyota industries Corporation should strive to ensure that there is an optimal level of leverage.
Risk can be managed by having a diversified debt portfolio comprising of both short-term and long-term instruments. Also, the credit ratings will serve as a means of keeping financing options at favourable terms since the Toyota Industries Corporation will maintain strong credit ratings (Chap and Liu, 2024).
[bookmark: _Toc227885151]3.2.3 Impact on Operational Flexibility
The flexibility in operations is essential in response to the changes in the market. The suggested restructuring plans make the company more flexible in several ways. Divestiture will enable the Toyota Industries Corporation to concentrate on the essential operations, whilst strategic alliances will provide an opportunity to enter new markets and technologies.
Nonetheless, too much debt might diminish flexibility as repayment is fixed. As such, Toyota Industries Corporation will have to ensure that it balances between financial effectiveness and flexibility in its operations.
[bookmark: _Toc227885152]3.3 International and Ethical Considerations
[bookmark: _Toc227885153]3.3.1 Currency Risk and Global Operations
Toyota Industries Corporation being a global firm is vulnerable to foreign exchange risk. Currency changes can have serious consequences on the revenues and expenditures. An illustration is the fact that a stronger Japanese yen can decrease the competitiveness of the exports whereas a weaker one can raise the costs of imports.
To deal with this risk, Toyota Industries Corporation ought to adopt hedging in terms of forward contracts and currency swaps. Exposing the operations to various regions will also minimize exposure to currency changes (Yuan, 2025).
[bookmark: _Toc227885154]3.3.2 Inflation and Cost Management
The other factor that has an impact on Toyota Industries Corporation is inflation. Increasing costs of raw materials, labour and logistics can lower the profit margins. To reduce this, the company ought to enhance cost efficiency, streamline supply chain, and implement flexible pricing.
Investment in automation and technology will also assist the Toyota industries corporation in cutting cost of production and enhancing efficiency in the long run.
[bookmark: _Toc227885155]3.3.3 Taxation and Regulatory Compliance
The Toyota Industries Corporation has to deal with different tax regimes and regulatory needs, given that it operates in different countries. It requires proper tax planning to reduce the costs and maximise profitability.
The company ought to use tax efficient methods like ensuring that location of operations is optimised and transfer pricing is managed. Simultaneously, Toyota Industries Corporation needs to be completely ready to adhere to the global principles and regulations to prevent legal and reputation-related issues (Elumilade et al., 2022).
[bookmark: _Toc227885156]3.3.4 Corporate Social Responsibility (CSR) and Sustainability
Social responsibility is becoming significant to international business houses. The Toyota Industries Corporation should make sure that its restructuring plans are in line with the environmental and social standards.
This involves cutting down carbon emissions, switching to sustainable production methods, as well as ethical labour conditions. Incorporating CSR into its financial plan, Toyota Industries Corporation will be able to improve its image and establish trust with its stakeholders in the long term (Bakhouche, 2020).
[bookmark: _Toc227885157]3.4 Conclusion of Strategic Financial Restructuring Plan
Finally, Toyota Industries Corporation can enhance its financial performance by an effective restructuring approach. Through equity financing, debt optimisation, divestiture and strategic partnership, the company will be able to optimise efficiency, improve the shareholder value and ensure financial stability.
Furthermore, the international risks and ethical considerations will be discussed, which will make the restructuring plan sustainable and consistent with the global standards. Toyota industries Corporation, through a well-planned implementation can grow in the long term, as well as retain its competitive edge in the international market.


[bookmark: _Toc227885158]4. Investment Appraisal and Capital Budgeting
Investment appraisal is an important exercise in Toyota industries corporation especially following its financial situation as revealed above; consistent profitability with a growing working capital tension and average returns. Hence, liquidity, profitability, and risk should be carefully considered in the context of investment decisions. This section compares Projects A, B and C through some of the important techniques: Payback Period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), profitability index (PI) and internal rate of return (IRR) at a discount rate of 10%.
[bookmark: _Toc227885159]4.1 Project Cash Flow Analysis
Table 9. Project Cash Flows (£ million)
	Year
	Project A
	Project B
	Project C

	0
	-50
	-50
	-50

	1
	10
	11
	5

	2
	12
	11
	10

	3
	14
	11
	20

	4
	10
	11
	25

	5
	8
	11
	5

	Total Inflows
	54
	55
	65



This table shows the varying patterns of cash flow of the three projects. Project C is the one that will obviously yield the greatest inflow (£65m) which means that it has a good long-term earning potential. The cash flows are however not evenly distributed, and the returns are more in later years.
Project B offers the annual flow of funds of a predictable and less risky amount of £11m. The inflows of project A are moderate and fluctuate, which indicates uncertainty in performance.
For Toyota Industries Corporation, which already faces a longer cash conversion cycle, the timing of cash flows is critical. The earlier inflow-generating projects are more liquidity-friendly (Bhattacheryay, 2023). Thus, Project C has better total returns but its inflows are delayed thus posing greater risks than Project B.
[bookmark: _Toc227885160]4.2 Payback Period (PBP)

Table 10. Payback Period Calculation
	Project
	Cumulative Cash Flow
	Calculation
	Payback (Years)

	A
	10 → 22 → 36 → 46 → 54
	
	4.5

	B
	11 → 22 → 33 → 44 → 55
	
	4.55

	C
	5 → 15 → 35 → 60
	
	3.6



Figure 9: Payback Period Comparison
The results of the Payback Period indicate that Project C manages to recover the initial investment much faster in comparison with other projects. This is one of the key benefits to the Toyota Industries Corporation since faster recovery enhances liquidity and lessens the exposure to uncertainty.
Both Projects A and B are quite long in terms of recovering their investments, 4.5 years, which is a long time that adds financial risk. Conversely, Project C has a shorter payback period 3.6 years, and the company can release capital sooner than reinvestment.
The weakness of this approach, however, is that it does not take into account cash flows outside of the payback period. In the case of Toyota Industries Corporation, using PBP can result in poor estimation of long-term profitability of projects (Baindu, Darwish and Stojceska, 2023).
[bookmark: _Toc227885161]4.3 Accounting Rate of Return (ARR)

Depreciation:

Table 11. ARR Calculation
	Project
	Total Inflows
	Total Profit
	Average Profit
	ARR (%)

	A
	54
	4
	0.8
	1.6%

	B
	55
	5
	1.0
	2.0%

	C
	65
	15
	3.0
	6.0%



The ARR findings indicate clearly that Project C is much more profitable compared to Projects A and B. Its ARR of 6 is three times higher than Project B and almost four times higher than Project A.
In the case of Toyota Industries Corporation, which now has rather low returns on equity, it is necessary to invest in a more accounting profitable project to enhance the financial performance. Project C has the best chance of generating higher profits and returns on stockholders.
However, ARR is not time-value-of-money sensitive and is based on accounting profit and not on real cash flows. So, although Project C seems very appealing, this approach is to be discussed with other approaches (Ravindhar, 2020).
[bookmark: _Toc227885162]4.4 Net Present Value (NPV)
Table 12. NPV Summary
	Project
	PV of Cash Inflows (£m)
	NPV (£m)

	A
	41.31
	-8.69

	B
	41.69
	-8.31

	C
	48.02
	-1.98



The NPV analysis shows that none of the three projects could reach the expected 10 percent return as these NPVs are negative. This implies that, at the current assumptions, none of the projects would add value to Toyota Industries Corporation.
Project C is however, the least negative implying that it will lead to the least amount of value loss. Project B is a little better than Project A but nonetheless much less appealing than Project C.
NPV is the most significant decision-making tool in the case of Toyota Industries Corporation. Thus, Project C is the most financially acceptable project, although all projects are under the necessary threshold (Fantozzi, Colleluori and Schiraldi, 2025). The company can also think of adjusting the assumptions or cutting on the cost to enhance the viability of the project.
[bookmark: _Toc227885163]4.5 Profitability Index (PI)

Table 13. Profitability Index
	Project
	PI

	A
	0.83

	B
	0.83

	C
	0.96



The Profitability Index verifies that Project C is the best use of capital. The PI of 0.96 means that on a 1:1 investment in Project C, the project will pay back in terms of the present value of 0.96 which is more than other projects.
Even though all PI values are less than 1 (value loss), Project C is the best performer again. In the case of Toyota Industries Corporation that has to operate with limited resources, it is crucial to choose the project that would be the most efficient (Minh, 2023).
[bookmark: _Toc227885164]4.6 Internal Rate of Return (IRR)
Table 14. IRR Comparison
	Project
	IRR

	A
	6–7%

	B
	~7%

	C
	~9%



The conclusions of the earlier methods are supported by the IRR results. Project C has the largest IRR, thus, the nearest to 10% which is the required return.
Projects A and B are much lower than this threshold and are thus less appealing. In the case of Toyota industries corporation, this indicates that Project C has the best potential payoff as compared to its cost of capital though it fails to achieve the target (Tonny and Nekesa, 2022).
[bookmark: _Toc227885165]4.7 Overall Comparison
Table 15. Project Ranking
	Method
	Best Project

	Payback
	C

	ARR
	C

	NPV
	C

	PI
	C

	IRR
	C


Project C is the best project under all the evaluation techniques such as Payback Period, ARR, NPV, PI and IRR. Such a high degree of consistency enhances the validity of the analysis and gives a lot of confidence in the decision-making process. It shows that Project C is not only doing well in terms of profitability but also in terms of the key financial criteria, which include efficiency and potential of returns.
Project B has fairly good performance because the cash flows are stable and predictable, hence a lower risk choice. It is however not very profitable as compared to Project C and hence, it has the lowest returns and the slowest recovery. In the case of Toyota Industries Corporation, the comparison shows conclusively that Project C is the best project that meets its financial objectives.
[bookmark: _Toc227885166]4.8 Capital Rationing Decision
Table 16. Capital Rationing (£100m)
	Combination
	Evaluation

	A + B
	Weak returns

	A + C
	Moderate

	B + C
	Best balance



Toyota Industries Corporation must select two projects under a limit of investment of less than £100 million. Project B and Project C mixed is the most appropriate.
Project B is stable and predictable cash flow with low risk. Project C has greater returns and growth. Collectively, they form a diversified investment portfolio that promotes both liquidity and profitability (Qiu, 2024).
[bookmark: _Toc227885167]4.9 Final Recommendation
Based on the comprehensive analysis, Project C is the one that Toyota Industries Corporation should choose as the main investment. Project C always performs better than the other alternatives in all the appraisal techniques such as Payback Period, Accounting rate of return (ARR), Net present value (NPV), Profitability Index (PI) and the Internal rate of return (IRR). It has the quickest payback time, the most profitable and the greatest overall payback potential, with it being the most appealing choice.
The combination of Project B and Project C is advisable under capital rationing, where the available funds are only £100 million. Project B offers predictable and consistent cash flows, minimizing the overall investment risk, whereas Project C offers more returns and growth potential. The combination enables Toyota Industries Corporation to strike a balance between financial stability and profitability.
Despite negative NPVs at the 10% rate in all the projects, Project C minimises the loss of value and is the most financially acceptable project. Based on financial performance and non-financial risks, the strategy will help Toyota Industries Corporation to achieve better profitability, better cash flow management and long-term sustainable growth.
The selection of Project C and Project B under capital rationing is motivated by the financial performance of Toyota Industries Corporation. The company is showing a consistent profitability but with a low ROE and a growing cash conversion turnover, which means that it is straining its capital usage and liquidity. Project C has greater returns and recoveries, and it aids in bettering profitability, whereas Project B guarantees consistent cash inflows to maintain liquidity. This moderate strategy is in line with the requirement of the company to increase returns, optimise working capital, and financial stability to contribute to the long-term sustainable growth and creation of shareholder value.


[bookmark: _Toc227885168]Conclusion
Overall, Toyota Industries Corporation is financially sound and with steady growth and a stable capital position, although liquidity management and capital efficiency could be improved. The analysis indicates that the working capital practices need improvement and the strategy of the balanced financial restructuring is necessary. Investment appraisal finds Project C to be the best choice, and a combination of Projects B and C offers the best risk versus returns. The recommendations will be implemented to boost performance, enhance cash flow, and long-term sustainability.
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Operating Profit Margin Trend (2021-2025)

Operating Profit Margin (%)	
2021	2022	2023	2024	2025	5.58	5.88	5.03	5.23	5.43	
Margin (%)




Net Profit Margin Trend (2021-2025)

Net Profit Margin (%)	
2021	2022	2023	2024	2025	6.45	6.66	5.71	5.97	6.42	



Return on Equity Trend (2021-2025)

ROE (%)	
2021	2022	2023	2024	2025	4.82	5.03	4.97	4.63	4.79	



Current Ratio Trend (2021-2025)

Current Ratio	
2021	2022	2023	2024	1.64	1.64	1.76	1.91	



Debt Ratio Trend (2021-2025)

Debt Ratio (%)	
2021	2022	2023	2024	2025	50.25	48.49	50.94	45.43	47.84	



Cash Conversion Cycle Trend (2021-2025)

CCC (Days)	
2021	2022	2023	2024	93.78	97.06	111.7	123.98	



Cash Conversion Cycle Trend (2021-2025)

CCC	
2021	2022	2023	2024	93.78	97.06	111.7	123.98	



Payback Period Comparison

Payback (Years)	
A	B	C	4.5	4.55	3.6	Project


Years




Gross Profit Margin Trend (2021-2025)

Gross Profit Margin (%)	
2021	2022	2023	2024	2025	23.15	22.46	22.37	23.51	23.29	
Margin (%)
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