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[bookmark: _Toc227259979]Executive Summary 
The Hyundai Motor Company has experienced great financial performance in the years 20202024 which has strengthened it as a major global automotive manufacturer at a time when major changes have taken place in the industry. Group revenue increased from ₩103.998 trillion in 2020 to ₩162.663 trillion in 2023, while operating profit rose from ₩2.394 trillion to ₩15.127 trillion (Hyundai Motor Company, 2024). Its profitability was significantly enhanced, and the ratio of return on capital employed (ROCE) rose to 14.8% in 2023, which is compared to 2.3% in 2020, due to the high product positioning, high SUV sales, and effective pricing policies. But this profitability is becoming more of a sign of pricing power than structural cost efficiency, meaning that profitability of Hyundai could be more of a temporary monopoly position than a long-term operational advantage.
Although the earnings performance is strong, liquidity and efficiency measures show that the company has structural weaknesses. The current ratio decreased in 2023 to 1.21 compared to 1.43 in 2020 and decreased the inventory days and receivable days to 72 days and 41 days respectively. This has led to increasing cash conversion cycle which means that more cash is being held in operations. These trends indicate that the cash consumption is supporting Hyundai expansion through the growth of working capital but not internally generated free cash flow, which is a concern regarding financial flexibility and resilience.
To solve these problems, this report proposes strategic financial restructuring programme, which focuses on working capital optimisation, supply chain financing, and rebalancing capital structure. There are also innovative methods like dynamic discounting, artificial intelligence-based demand forecasting, and selective rationalisation of assets that are suggested to enhance liquidity and increase the efficiency of capital. These suggestions are based on the principles of value maximisation and capital structure theory (Brealey et al., 2022; Damodaran, 2021). In addition, the enhancement of ESG integration and battery supply chain localisation will aid in future competitiveness and reduce risks in the changing EV ecosystem (IEA, 2023).
The financial discipline is emphasized in the investment appraisal analysis. Using the Net Present Value (NPV) rule, project B is considered value-destructive because it has a negative NPV although the accounting returns are acceptable. On the contrary, Projects A and C have positive NPV and shareholders value. The Projects A and C combination have the highest total NPV and the risk and liquidity factors are balanced within the constraints of the capital of less than £100 million.
In general, the report finds that the future success of Hyundai will rely on its capacity to strike the right balance between financial discipline and strategic growth. By focusing on effective capital allocation, enhancing liquidity management, and adopting a value-based approach to investments, Hyundai will be able to enhance its financial stability and maintain a competitive edge in the electric vehicle market in the global market.

[bookmark: _Toc227259980]Introduction 
The Hyundai Motor Company has undergone significant financial and strategic growth in the period of 2020-2024, facilitated by the high demand in the world and product diversification, as well as a fast shift toward electric and hybrid mobility solutions. During this time, revenue grew to ₩162.663 trillion with operating profit significantly growing to ₩15.127 trillion (Hyundai Motor Company, 2024). This expansion is indicative of sound pricing, changing to higher-margin vehicles and better positioning in the market. Nevertheless, it has also led to more capital intensity, a higher financing demand and increased vulnerability to disruptions in global supply chains, especially when undertaking extensive electrification.
Corporate finance wise, financial performance has to be assessed not necessarily in terms of traditional profitability. Although the growth of Hyundai earnings is significant, it is crucial to conduct a thorough evaluation of its efficiency in capital allocation, liquidity strength, and ability to maintain value creation in the context of uncertainty (Brealey et al., 2022; Damodaran, 2021). Such a wider view shows that there is a strategic tension that is of a strategic nature: is the recent success of Hyundai based on long-term operational gains or a growing dependence on favourable market conditions and pricing power.
This report, created using the Chief Financial Officer (CFO) lens, aims to critically analyze the financial performance of Hyundai over a five-year timeframe and the main risks that can impact the sustainability in the long-term. Special consideration is made to the working capital inefficiencies, liquidity limits and capital structure imbalances which have been coexisting with the fast growth. The report also seeks to devise a strategic financial reorganization plan that would strengthen shareholder value and remain operationally flexible and contribute to further expansion in the electric vehicle segment.
Besides, the report employs the most effective methods of investment appraisal, such as Net Present Value (NPV), Internal Rate of Return (IRR), Accounting rate of Return (ARR), and Payback Period to analyze three possible investment projects with capital rationing limitations. This analysis would make sure that the investment decisions are in line with the principle of maximising value and are based on the values and risk in addition to financial returns.
The report is organized in four significant sections, financial performance analysis, working capital management evaluation, strategic financial restructuring and investment appraisal. Each of the sections combines empirical data and financial theory to make a rigorous and critical evaluation. Through a CFO oriented lens, the report will provide actionable and evidence based recommendations that can help Hyundai to shift towards sustainable and financially resilient growth in an ever more competitive global automotive environment.

[bookmark: _Toc227259981]Financial Health Check
[bookmark: _Toc227259982]Ratio Analysis
Table 3.1: Key Financial Ratios (2020–2024)
	Ratio
	2020
	2021
	2022
	2023
	2024

	ROCE (%)
	2.3
	6.8
	11.9
	14.8
	15.6

	Net Profit Margin (%)
	1.5
	4.7
	6.5
	9.3
	9.8

	Current Ratio
	1.43
	1.38
	1.29
	1.21
	1.18

	Quick Ratio
	1.12
	1.05
	0.97
	0.89
	0.86

	Inventory Days
	58
	64
	69
	72
	74

	Receivable Days
	34
	36
	39
	41
	43

	Debt-to-Equity
	0.87
	0.92
	1.05
	1.18
	1.22

	EPS (₩)
	10,997
	26,592
	34,466
	58,871
	61,245

	Operating Cash Flow Ratio
	0.78
	0.95
	1.08
	1.12
	1.05


Source: Author calculations based on Hyundai Motor Company Annual Reports (2020–2024).

Profitability Analysis
Over the five years, Hyundai has seen its profitability rise substantially, and the net profit margin has risen, as well as the returned on capital employed, increasing to 15.6% in 2024 and 1.5% in 2020, respectively. This significant gain is an indicator of increased capital productivity, good product mix, and high demand of SUVs and premium cars in the world (Hyundai Motor Company, 2024). Expressed in relative terms, the recent performance of Hyundai in ROCE is better than the results of some of the traditional car manufacturers, meaning that it is more efficient in using capital (Deloitte, 2024).
Yet, this trend on the increase should be interpreted with caution. The extent of profitability growth indicates that returns are becoming more of a pricing discipline and revenue growth than cost-effectiveness. This presents a possible weakness, since the dependency on pricing power leaves the company to the demands and competition in the fast changing electric vehicle (EV) market.

Liquidity Analysis
Although Hyundai is performing well in terms of profitability, the liquidity position of the company has been deteriorating in the period. The current ratio decreased to 1.18 in 2024 (as compared to 1.43 in 2020), and the quick ratio dropped to 0.86 (as compared to 1.12), which means that the short-term financial flexibility decreased. A low quick ratio (less than 1.0) indicates that current assets are not adequate to meet current liabilities without selling inventory.
The operating cash flow ratio increased to 1.12 in 2023 (as compared to 0.78 in 2020) and continued to decrease marginally to 1.05 in 2024. Although this is a sign of increased cash generating ability, it is strongly linked to the variation in working capital. As a result, the liquidity status of Hyundai is weak, with the cash flow improvement not being completely justified by operating efficiency.

Efficiency Analysis
The working capital management has been steadily worsening according to efficiency ratios. The company saw inventory days go up to 74 days as compared to 58 days and also experienced a rise in receivable days of 43 days as compared to 34 days. This is an indicator of continued growth in the cash conversion cycle which means that there is slower inventory turnover and delayed cash inflows.
In part, these trends can be explained by outside forces, such as supply chain issues, semiconductor shortages, and more complex production due to EV transition (PwC, 2023). Nevertheless, the fact that these inefficiencies have not been eliminated indicates that this is a structural problem and not a short-term shock. Poor inventory control and long credit periods are consuming cash reserves, decreasing liquidity and causing reliance on outside funding.

Gearing Analysis
The capital structure of Hyundai has changed to more leverage, and the debt-to-equity ratio has gone up over the years with a 0.87 in 2020 to 1.22 in 2024. This is indicative of an increasing dependency on debt finance to fund growth and capital intensive electrification investments.
Although moderate leverage can increase the shareholder returns by taking advantage of the tax benefits of debt, over-reliance on it raises financial risk especially in a volatile macroeconomic environment that is marked by a rise in interest rates (Brealey et al., 2022). The trend of increase in leverage thus presents worries about financial strength and sustainability.

Investor Perspective
From an investor standpoint, Hyundai has delivered strong performance, with earnings per share increasing significantly from ₩10,997 in 2020 to ₩61,245 in 2024. This indicates a high value creation and better profitability. Nonetheless, this expansion needs to be viewed in the context of decreasing liquidity and increasing leverage, which presents the possible threats to the sustainability of returns.

[bookmark: _Toc227259983]Trend Analysis
The general financial trend shows a company whose profitability level is growing higher, and whose liquidity and operational performance is becoming more pressurized. Although profitability measures have been positive, liquidity ratios and working capital measures have declined which is a sign of a decoupling between earnings performance and cash flow strength.
The rise in operating cash flow ratio is an indication of a better cash generation but at the same time with this rise in the inventory and receivable days, the rise can be said to be slightly negated by working capital consumption. As a result, Hyundai seems to be growing more reliant on outside funding and working capital growth as opposed to liquidity generated internally.
This trend is an indication of structural imbalance between growth and financial stability. Such imbalances can restrict the ability to invest in the future in a capital-intensive sector like automotive manufacturing, especially when switching to EVs, and they also can expose the industry to financial risk.

[bookmark: _Toc227259984]Critical Evaluation
Strengths
Hyundai has shown a high growth in profits, enhanced capital efficiency and high growth in shareholder returns. The fact that it has been able to improve its margins at a time when the industry was shaken is an indication that it has been able to position itself strategically, price its products well and also differentiate its products successfully.

Weaknesses
The decrease in the liquidity ratios signifies the decreased financial flexibility in the short-term perspective, and worsening the efficiency metrics demonstrate the chronic deficiencies in working capital management. Increasing leverage also adds to the exposure to financial risk, especially in unfavorable economic conditions.

Hidden Risks
One of the crucial issues is the development of the illusion of liquidity, as a high level of profitability hides a lack of cash flows. The fact that the firm is able to generate accounting profits does not directly translate into liquid financial resources and as such it may not be able to react to the short term financial pressure.
Moreover, the growth trend of Hyundai can be characterised as unsustainable growth as the increase in profitability is in part due to favourable pricing conditions, and not due to the structural cost efficiencies. This exposes it to competitive forces and the fluctuation of demands.
Lastly, the gradual rise in working capital requirements is also a structural operational flaw, which indicates inefficiencies that could limit scalability and limit future investment.

[bookmark: _Toc227259985]Working Capital Management 
[bookmark: _Toc227259986]Cash Conversion Cycle (CCC)
Table 4.1: Cash Conversion Cycle Components (2020–2024)
	Metric (Days)
	2020
	2021
	2022
	2023
	2024

	Inventory Days
	58
	64
	69
	72
	74

	Receivable Days
	34
	36
	39
	41
	43

	Payable Days
	52
	55
	57
	60
	62

	CCC (Days)
	40
	45
	51
	53
	55


CCC Formula:
CCC = Inventory Days + Receivable Days − Payable Days
Source: Author calculations based on Hyundai Motor Company Annual Reports (2020–2024).

Interpretation
The cash conversion cycle of Hyundai rose to 55 days in 2024, compared to 40 days in 2020, which implies that the efficiency of working capital is getting worse continuously. The level is high in comparison with the competitors in the lean manufacturing sector, which normally have shorter inventory cycles and shorter cash realisation, which underscores a relative inefficiency in the Hyundai operating model (Deloitte, 2024).
The longer CCC suggests that cash is stored in the operations longer, decreasing the liquidity and raising the reliance on external funding (Brealey et al., 2022). Even though the extension of payable days can be seen as a partial mitigation to the problem, the strategy has its natural boundaries and can bring about supplier-related risks.

[bookmark: _Toc227259987]Problem Diagnosis
The rise in the receivable days of 34 days to 43 days is an indicator of less credit discipline and longer customer payment terms, which are probably employed in order to remain competitive in the global markets. At the same time, the increase in the number of days of inventory between 58 and 74 days suggests a problem with demand forecasting and production planning, which is worsened by the complexity of the supply chain due to EVs (IEA, 2023).
Although the payable days improved to 62 days this does not seem to be done in a way that was strategically planned. High dependency on supplier credit will jeopardize supplier relations and long-term bargaining power.
On the whole, Hyundai is experiencing a growing trend of cash consumption in the form of an increase in working capital over the past years instead of free cash flow generated internally, which validates the fears about financial sustainability.

[bookmark: _Toc227259988]Strategic Solutions
It needs to transform its working capital management in order to enhance its liquidity and lessen the reliance on financing.
Dynamic discounting can be implemented to speed up the receivables payment, by encouraging people to pay early; this has a direct effect on the cash receipts. Also, the expansion of supply chain financing helps Hyundai to extend payables without giving a negative effect to suppliers, strike a balance between liquidity optimisation and stability in supply chain (McKinsey, 2023).
AI-based demand forecasting should solve inventory inefficiencies, enabling the production to be adjusted to the market demand in real-time. This is especially important in the production of EVs, where the complexity of components and the uncertainty of demand is great.
Just-in-Time (JIT) systems which have been adopted as hybrid systems can also help in minimizing inventory holding times and still be resilient to supply disruptions.
Notably, even small gains can have a huge financial impact. As an example, decreasing the inventory days by 10 days would free up several trillion won of working capital, much better than increasing liquidity and making the company less dependent on external financing.

[bookmark: _Toc227259989]Financing Strategy Comparison
Short-term financing offers flexibility but exposes to the refinancing and interest rate risk whereas long-term financing is more stable but costly in capital (Ross et al., 2021).
With such a long CCC and deteriorating liquidity ratios, Hyundai may be too dependent on short-term financing, which will increase financial risk. It needs a balanced financing framework thus, a combination of long-term funding of strategic investments and short-term instruments that would give flexibility to operations.

Conclusion of Section
As a CFO, working capital must be managed as a strategic source of liquidity and competitive advantage and not as a by-product of operations. Technology By making the management of working capital a proactive financial discipline, Hyundai will be able to increase liquidity resiliency, lower costs of financing, and promote sustainable expansion in an EV market that is becoming more capital-intensive.

[bookmark: _Toc227259990]Strategic Financial Restructuring
[bookmark: _Toc227259991]Identification of Core Financial Problem
The Hyundai Motor Company has realized a high profitability growth in the years 2020-2024 but the growth has concealed a group of financial imbalances. The main problem is not poor performance, but structural mismatch of profitability, liquidity and financing policy.
To start with, there is a decline in liquidity indicators, whereby the current ratio has dropped to 1.18 and cash conversion cycle has increased to 55 days. This shows that cash consumption by way of working capital expansion is aiding Hyundai growth more and more as opposed to internally generated free cash flow. Second, debt to equity ratio has increased to 1.22 which is an indication of the new trend of leveraged growth. This is beneficial to growth but more so, it makes the financial risk higher, especially in a capital-intensive EV world.
Lastly, profitability gains seem to be more dependent on the pricing power as opposed to the operational efficiency leading to concerns on the sustainability under the competitive pressure. All these indicate that the current financial trend of Hyundai, though formidable in the short-term, might not be structurally sound without a financial renunciation.

[bookmark: _Toc227259992]Strategic Options
Table 5.1: Strategic Restructuring Options Overview
	Strategy
	Objective
	Expected Benefit
	Key Risk

	Equity Injection
	Strengthen capital base
	Reduce leverage, improve liquidity
	Shareholder dilution

	Debt Restructuring
	Optimise capital structure
	Lower financing cost, extend maturity
	Credit rating impact

	Divestment
	Release capital
	Improve efficiency and focus
	Loss of future growth

	M&A / Strategic Alliances
	Accelerate EV growth
	Access technology and scale
	Integration risk



Option 1: Equity Injection
Equity financing will decrease leverage and will boost the balance sheet of Hyundai. Increasing the equity capital will enable the firm to enhance liquidity ratios as well as decrease reliance on debt financing.

Option 2: Debt Restructuring
This includes refinancing the existing debt, extending the maturities or the reduction of the interest cost. It enhances stability of cash flows without dilution of ownership.

Option 3: Sell Non-Core Assets.
Disposing of poorly performing or non-strategic assets can free up capital that is tied up inefficiently and enhance return on capital invested.

Option 4: Mergers and Strategic Alliances.
Alliances, especially in battery technology and EV platforms, can help to lessen capital load and increase innovation potential.

[bookmark: _Toc227259993]Strategy Assessment.
These options should be evaluated using the corporate finance theory and in line with the shareholder maximisation of value.
Equity Injection
Capital structure is irrelevant in perfect markets according to the theory of Modigliani and Miller (M&M), but in reality, taxes, bankruptcy costs, and information asymmetry require financing choices to be important (Brealey et al., 2022). Equity injection minimizes financial risk, but creates agency costs and dilution of shareholders.
In the case of Hyundai which is already earning good profits, massive equity issue can be an indicator of a weak investor and lower earnings per share. Thus, although equity financing enhances stability, it has a mixed effect on shareholder value.

Debt Restructuring
Restructuring debt coincides with the trade-off theory, which proposes that companies need to weigh the tax benefits of debt against the costs of financial distress (Damodaran, 2021). The cash flow can be enhanced by extending the debt maturity and optimisation of interest rates without any dilution of ownership.
Considering the increased leverage of Hyundai, the restructuring can be moderate, and it is positive. Nonetheless, a high dependency on debt is still dangerous in a fluctuating EV market. This alternative is very feasible and moderate risk, and it is a fundamental part of restructuring.

Divestment
Directly, the divestment enhances capital efficiency, in terms of being able to redistribute resources between low-value assets and more valuable opportunities. It also minimizes the managerial inefficiencies because it concentrates on core operations, in terms of agency theory.
In the case of Hyundai, selling its non-core or poorly performing assets can unleash capital that is locked up in inefficient units. The problem, however, is to find assets which can be sold and not to take away the long-term strategic positioning.
This is an alternative that has high value creation potential and low financial risk especially when done selectively.

Mergers and Strategic Alliances.
Strategic alliances are especially applicable in the EV market, where it takes a lot of capital investment to develop technology. Partnerships are more likely to decrease the financial load and increase creativity.
There is however, high integration risk and uncertainty in M&A activities. Badly implemented mergers can annihilate value especially when synergies are over aspected.
In the case of Hyundai, a more viable approach is to make targeted partnerships (instead of complete acquisitions), as it is a high strategic value with low risk level.

Comparative Evaluation
In general, there is no one strategy that is adequate. A hybrid restructuring solution is needed:
· Restructuring of debt to normalise financing. 
· Divestment selectively to enhance efficiency. 
· Alliances to promote EV growth. 
The use of equity injection should be done with care and only when liquidity conditions become very poor.

[bookmark: _Toc227259994]International and moral issues.
The environment in which Hyundai is operating is very globalised and any financial restructuring decision made must consider the external macroeconomic and ethical issues.
Currency Risk
Hyundai as a multinational company is vulnerable to fluctuations in exchange rates. The decisions made concerning financing should focus on the matching of currencies in order to match revenue and debts. The inability to manage the currency risk may have a substantial effect on the cash flows and profitability.

Inflation and Interest Rates.
Increasing inflation rates in the world enhance the cost of inputs and interest rates, which in turn influences the costs of operation and the cost of finance. This justifies effective capital allocation and restrained leverage.

Taxation
Optimal capital structure is affected by different tax regimes. Debt financing has tax benefits in the form of interest deductibility, but over dependence on debt can lead to higher financial risk. Strategic restructuring should thus be able to balance the efficiency of taxes and stability.

Corporate Social Responsibility (CSR).
The shift to EVs is a move in the right direction to achieve sustainability at Hyundai, but restructuring decisions should also be made in the light of the ethical consequences, including the effects of the move on employees, or the supply chain. Good ESG performance boosts long-term value and investor confidence (IEA, 2023).

Conclusion of Section
The analysis shows that the issue confronting Hyundai is not its inability to make profits, but rather a misalignment between growth, liquidity and capital structure. It is suggested to implement a balanced restructuring approach that combines debt optimisation, selective divestment and strategic partnerships to increase financial strength, and facilitate sustainable growth.
As a CFO, financial restructuring cannot be considered a remedial action, but a proactive tool to maximise capital allocation, risk management, and shareholder value in the long term in a fast-changing global automotive sector.

[bookmark: _Toc227259995]Investment Appraisal
[bookmark: _Toc227259996]Calculation Summary
This part compares three mutually exclusive investment projects with the typical capital budgeting methods, such as Payback Period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), Internal rate of Return (IRR) and Profitability Index (PI). The discount rate used is 10 percent, which is in line with the cost of capital of the firm.
Table 6.1: Investment Appraisal Summary
	Method
	Project A
	Project B
	Project C

	Initial Investment (£m)
	50
	50
	50

	Payback Period (Years)
	4.0
	4.55
	3.8

	ARR (%)
	10.4
	11.0
	13.0

	NPV (£m)
	+0.98
	−8.31
	+5.47

	IRR (%)
	11.3
	6.1
	15.6

	Profitability Index
	1.02
	0.83
	1.11


Source: Author calculations.

Illustrative Calculation: Net Present Value (Project B)

This affirms that Project B kills shareholder value and should be discarded according to the NPV decision rule.

[bookmark: _Toc227259997]Interpretation of Results
The findings reveal that there is a considerable difference in project performance according to the evaluation method, which shows that it is essential to choose relevant decision criteria.
Project A
Project A has an NPV of 0.98 million pounds which is marginal value creation. Its payback period of 4.0 years implies moderate liquidity recovery whereas an IRR of 11.3 is higher than the cost of capital. The NPV is however rather low suggesting the contribution to shareholder wealth is limited.
Project B
Project B has a crucial discrepancy between accounting measures and discounted cash flows. Although ARR (11.0) and payback (4.55 years) seem to be reasonable, the project yields a negative NPV of -8.31 million pounds which means that the project cannot cover the cost of capital in case the time value of money is taken to the account.
This dissimilarity is one of the main shortcomings of non-discounting methods, which do not consider the time value of money and may result in the wrong investments (Brealey et al., 2022). The cash inflows in project B are not adequate in terms of present value and thus, this project will not be viable.
Project C
Project C has the greatest NPV (£5.47 million) and IRR (15.6%), thus is the most effective value-creating project. Its cash flow history, however, is very uneven, with a tendency to have low inflows in earlier years, but huge returns in later years. This postpones the capital recovery and exposes to uncertainty.
In terms of liquidity, this trend brings about risk, especially to those firms that are facing working capital strains. However, these concerns are less than the value creation magnitude.

Comparative Analysis
The analogy serves to illustrate a basic concept of capital budgeting:
· NPV is the best indicator of value creation. 
· IRR may be misleading when cash flows are irregular 
· Payback and ARR do not consider time value of money. 
The ARR vs. NPV in Project B exemplifies the risk of using accounting-based measures.

[bookmark: _Toc227259998]Investment Decision
According to Net Present Value rule, projects with positive NPVs ought to be accepted and those with negative NPVs ought to be rejected because they enhance shareholder wealth respectively (Damodaran, 2021).
Applying this principle:
· Project A → Accept 
· Project B → Reject 
· Project C → Accept 
Project B should be discarded though it has a good ARR and payback period because it does not produce adequate discounted returns.
Among the other projects, Project C is the most appealing, as it has a greater NPV. Nevertheless, its sluggish cash flows pose liquidity risk, which should be taken into account when making decisions.

[bookmark: _Toc227259999]Capital Rationing Analysis
Assuming a capital constraint of 100m, the firm is only able to pick two projects. This involves project combinations evaluation.
Table 6.2: Capital Rationing Combinations
	Combination
	Total Investment (£m)
	Total NPV (£m)

	A + B
	100
	−7.33

	B + C
	100
	−2.84

	A + C
	100
	+6.45


Only the combination of Projects A and C generates a positive total NPV.

Optimal Decision
Project A combined with Project C is the best investment option since:
· It maximises the NPV. 
· It meets capital requirements. 
· It does not make value-destructive investments. 
This mixture also gives an equilibrium between:
· Stability (Project A) 
· High returns (Project C) 

[bookmark: _Toc227260000]Strategic Alignment with Hyundai
Investment choices should be in line with the financial position and strategy of the firm.
The financial analysis of Hyundai has determined:
· Declining liquidity ratios 
· Long conversion loop. 
· Dependence on outside capital is increasing. 
Here, the investment strategy must be concerned with:
· Sustainable cash flow creation. 
· Reduced liquidity pressure 
· Balanced risk exposure 
Project B does not align with these goals, being non-value generating. Project C is a profitable project, but the cash flows are delayed and can aggravate the liquidity situation.
This risk is alleviated by the fact that Project A and Project C are included together, which offer greater stability in the cash inflows during the past years.

[bookmark: _Toc227260001]Risk Considerations
The risk that is not in numbers should also be taken into account in investment appraisal.
Project C is exposed to:
· Demand uncertainty 
· Technological risk on the EV markets. 
· Delayed return realisation 
Project A, which is not as profitable, provides:
· Greater predictability 
· Lower volatility 
This joint choice of A and C thus is in favour of diversification and balancing of risks.

[bookmark: _Toc227260002]Theoretical Justification
The decision model is backed by important financial theories:
· NPV Rule: Maximises shareholder wealth. 
· The trade-off of risk and returns: The more returns a person gets, the more risk he/she must accept. 
· Capital rationing theory: Optimal allocation, subject to constraints. 
The Project B rejection proves to be a strict adherence to the principles of value maximisation, without making typical mistakes related to IRR-driven or ARR-driven decision making.

Conclusion of Section
Investment appraisal reveals that a successful capital budgeting process involves quantitative analysis and strategic judgement.
Although the initial appraisal of all projects seems to be valid on the simple basis, only Projects A and C meet the NPV criteria and add shareholder value. The two projects combined under the constraints of capital rationing provides the most optimal combination of value creation and risk.
In CFO terms, the investment decisions should go beyond mechanical calculations and include the considerations of liquidity, strategic alignment, and risk exposure. Choosing Projects A and C, Hyundai will have the opportunity to maximise financial returns and stay stable in a capital-intensive and unpredictable EV market.

[bookmark: _Toc227260003]Conclusion
The report has critically assessed the financial performance and strategic position of Hyundai Motor Company in 202024 with a definite drift between robust profitability and deteriorating financial structure. Although Hyundai has seen remarkable growth in revenue, operating profit, and use of capital employed, the growth is more fueled by pricing power and capital-intensive growth and less sustainable growth in terms of operational efficiency. As a result, the deterioration of liquidity, a long cash turnover process, and increasing leverage rate are signs of structural asymmetry between expansion, cash flow, and financial health.

As revealed in the analysis, Hyundai growth has been progressively being defined by cash consumption in terms of working capital increase as opposed to internally generated free cash flow, which restricts the future investment ability. This is further worsened by working capital inefficiencies especially in inventory and receivables and an increased discipline in financial management is necessary.

It was suggested to use dynamic discounting, supply chain financing, and capital structure optimisation as strategic recommendations to help improve liquidity and capital efficiency. Also, the restructuring analysis highlighted the necessity of a hybrid strategy of debt optimisation, selective divestment, and strategic alliances to match the growth goals with the financial structure.

The importance of value-based decision-making was strengthened by the investment appraisal. Project B was not picked because it had a negative NPV but Projects A and C were picked under capital rationing to maximise shareholder value and to balance risk.

As a CFO, Hyundai has a long-term success that is tied to the merging of financial discipline and strategic growth, which guarantees the value creation sustainability within a capital-intensive and competitive EV market.
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Figure A: ROCE & Net Profit Margin Trend (2020–2024)


Figure B: Liquidity Ratios Trend



ROCE (%)	2020	2021	2022	2023	2024	2.2999999999999998	6.8	11.9	14.8	15.6	Net Profit Margin (%)	2020	2021	2022	2023	2024	1.5	4.7	6.5	9.3000000000000007	9.8000000000000007	




Current Ratio	2020	2021	2022	2023	2024	1.43	1.38	1.29	1.21	1.18	Quick Ratio	2020	2021	2022	2023	2024	1.1200000000000001	1.05	0.97	0.89	0.86	
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