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Introduction
Company background
The strategic CFO challenge fits well in the case of Hyundai Motor Company since it is a large global car company that has a high exposure to electrification, large-scale international business, and publicly disclosed audited financial reports via its official investor relations website (Hyundai Motor Company, 2026c). As of 2025, Hyundai has reported revenue of KRW 186.3 trillion, operating profit of KRW 11.47 trillion, and profit of the year KRW 10.36 trillion, which proves its size and, again, its financial relevance to the global automotive industry (Hyundai Motor Company, 2026a; Hyundai Motor Company, 2026b).
Industry context
The firm is in a dynamic EV space where long term growth rates have been good but competition, policy uncertainty and pressure on costs are accelerating. The International Energy Agency estimates that in 2025, the global sale of electric cars will be over 20 million cars and occupy over a quarter of the entire world car sales; however, it also notes that policy support, regional spreads, and pricing are significant factors in determining profitability performance among manufacturers (IEA, 2025a; IEA, 2025b). This is that the dilemma that faces the financial management of Hyundai is not only an issue of expansion, but an issue of sustainability of margins, liquidity, and discipline of capital and still invest in future mobility capabilities (Hyundai Motor Company, 2026b; IEA, 2025a).
Purpose and outline of the report.
This report analyzes the 5 years financial performance of Hyundai, the working capital management of Hyundai, suggests a proposed strategic financial restructuring plan, and evaluates three investment projects proposed by Hyundai using the common capital budgeting methods. This report states that Hyundai will keep being profitable and financially viable, yet its most significant weakness is that cash conversion will worsen and that capital efficiency will weaken over the later years of the period ( Hyundai Motor Company, 2026a; J.P. Morgan, 2024). Key tables and figures have been incorporated in the main body where they assist with interpretation with the specific calculations and long ratio calculations being in Appendix.
Financial Health Check
Summary 5 year financial performance.
Revenue, profit and asset growth
The five years of financial reports of Hyundai indicate significant expansion in size. The growth in the revenues is KRW 117.6 trillion in 2021 and KRW 186.3 trillion in 2025, and the total assets grew to KRW 233.9 trillion and KRW 368.8 trillion respectively (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Table 1 reveals that gross profit, operating profit, and profit for the year also had a strong increase up to 2024, but operating profit, as well as profit for the year, were more in 2025 despite the growth of revenue. It means that the commercial growth of Hyundai was stable, and the profit quality deteriorated during the second part of the period (Hyundai Motor Company, 2026a; Hyundai Motor Company, 2026b).
Balance sheet development
Financial position is also characterized by obvious growth. The total equity increased to KRW 127.6 trillion in 2025 compared to KRW 82.6 trillion in 2021, which means that Hyundai reinforced its base and increased its operations (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Nevertheless, liabilities also got materially higher and the increasing balance sheet put more emphasis on cash production, working capital discipline and capital productivity. The high rates of expansion of assets can assist in strategic placement in large manufacturing groups, yet they may lower the efficiency in a scenario in which returns cannot match the velocity of the capital utilized (Hyundai Motor Company, 2026a; Bui, Nguyen and Pham, 2023).
Table 1. Hyundai Motor Company: Summary financial performance, 2021–2025
Source: Hyundai Motor Company annual consolidated statements (2022; 2023; 2024; 2026a).
Item (KRW million)	2021	2022	2023	2024	2025
Revenue	117,610,626	142,151,469	162,663,579	175,231,153	186,254,472
Gross profit	21,930,495	28,271,900	33,484,396	35,749,207	34,216,836
Operating profit	6,678,949	9,824,928	15,126,901	14,239,592	11,467,851
Profit for the year	5,693,077	7,983,614	12,272,301	13,229,908	10,364,775
Total assets	233,946,415	255,742,462	282,463,355	339,798,429	368,844,849
Total equity	82,615,789	90,896,545	101,809,440	120,275,933	127,648,237

According to Table 1, the revenues and assets of Hyundai continued to grow throughout the period, however, they also indicate the fact that the operating profit decreased in 2025 despite the increase in revenue. The implication of this divergence is that there is less conversion of margins and earnings efficiency in the last year of the period (Hyundai Motor Company, 2026a; IEA, 2025a). After Table 1, Figure 1 needs to be inserted to visualize this trend, and Appendix Table A2 may help to demonstrate the calculations of the percentage change and support the given discussion.


Figure 1. Hyundai Motor Company revenue, gross profit, operating profit and profit for the year, 2021–2025.

Source: Based on Hyundai Motor Company annual consolidated statements (2022; 2023; 2024; 2026a).
Profitability ratio analysis.
Gross profit margin
Table 2 indicates that the gross profit margin of Hyundai would be increasing to a high of 20.59 percent in 2023 before falling to 18.37 percent in 2025. It means that the company improved the prices and cost performance during the mid years of the period but returned to the pressure on costs or prices later (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Such margin pressure is not a new feature of an EV market where aggressive competition and the changing incentive structure are common, though it is strategically important as it constrains the value generated by sales growth (IEA, 2025a; McKinsey and Company, 2025).
Operating profit margin
Table 2 shows that the operating profit margin improved to 9.30% in 2023, after which it started to decrease to 6.16% in 2025. This trend implies that Hyundai had a lot of operational leverage and cost-efficiency achieved in the most prominent years of recovery, which were subsequently devalued by cost pressures, competition prices, or strategic spending related to growth and electrification (Hyundai Motor Company, 2024; Hyundai Motor Company, 2026a). Appendix Table A3 presents the calculations of the ratios which are used to compute these profitability indicators.
Net profit margin
The net profit margin in 2021 stood at 4.84% and dropped, respectively, to about 7.5% in 2023 and 2024 and then to 5.56% in 2025. This proves that Hyundai continued to be profitable during the time but its post-recovery earnings cycle deteriorated during the last year (Hyundai Motor Company, 2026a). To a CFO, such a change is important since it indicates that it would be necessary to cushion bottom-line strength as the company enters a more competitive and capital-intensive period of industrial evolution (Hyundai Motor Company, 2026b; Purnamasari et al., 2024).
Return on capital employed
In 2021, the ROCE grew by 3.94% and in 2023 it increased to 7.23% and decreased to 4.09% in 2025. It indicates that Hyundai was more efficient in capital utilization in the peak of the mid-period than when it was growing in the late stage (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). As ROCE is the performance of operating performance attributed to the amount of capital base needed to produce the performance, the deterioration is an indication that asset growth and capital commitment started growing faster than the quality of operating returns. It is one of the strategic issues of future EV investment, as the further expansion, without proper discipline of the returns, can dilute shareholder value in the long term (Bui, Nguyen and Pham, 2023; Hyundai Motor Company, 2026a).
Table 2. Hyundai Motor Company: Key financial ratios, 2021–2025
Source: Author’s calculations based on Hyundai Motor Company annual consolidated statements (2022; 2023; 2024; 2026a).
Ratio	2021	2022	2023	2024	2025
Gross profit margin %	18.65	19.89	20.59	20.40	18.37
Operating profit margin %	5.68	6.91	9.30	8.13	6.16
Net profit margin %	4.84	5.62	7.54	7.55	5.56
ROCE %	3.94	5.41	7.23	5.47	4.09
Current ratio	1.38	1.30	1.39	1.46	1.36
Quick ratio	1.20	1.11	1.15	1.21	1.13
Inventory days	43.83	49.65	44.77	48.66	48.56
Receivable days	9.77	10.99	10.51	12.31	16.85
Payables days	34.93	34.61	30.95	32.84	29.50
Cash conversion cycle	18.67	26.03	24.33	28.13	35.91
Interest cover (times)	12.18	11.17	15.58	15.85	11.35

Table 2 indicates that Hyundai was increasing its profitability well until 2023 when it started to weaken. It is also indicated in the same table that the decline of the working capital efficiency was also high particularly in terms of increase in the receivable days and a far greater increase in the cash conversion cycle. The working out is detailed in Appendix Tables A3-A7.
Liquidity ratio analysis
Current ratio
The current ratio was maintained at 1.30 to 1.46 during the five years implying that Hyundai had sufficient current assets to pay its current liabilities in the five years (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Table 2 is thus an indication that the company was not undergoing a typical liquidity crisis in the short term. Nevertheless, fixed liquidity ratios will overemphasize comfort in cases when working capital is turning less cash-efficient, therefore, the outcomes should be compared to the trends of the cash conversion cycle and operating cash flow (J.P. Morgan, 2024; Zhang et al., 2025).
Quick ratio
The quick ratio also showed that it was above 1 during the period as it was between 1.11 and 1.21 and this indicates that even after the exclusion of inventory, Hyundai retained a decent cover position in the short term (Hyundai Motor Company, 2026a). However, a ratio that is higher than 1 in the quick ratios does not necessarily indicate a good liquidity position. In the case of Hyundai, the improvement in the receivables and negative operating cash flow in 2023 and further implies that the liquidity position was stronger in accounting presentation than in cash terms (Hyundai Motor Company, 2024; J.P. Morgan, 2024). All the calculations that support this interpretation are presented in the Appendix table A4.
Efficiency ratio analysis
Inventory days
Total inventory days went up to 48.56 days in 2025 (43.83 days in 2021). This implies that Hyundai had longer stocks at the end of the period, which may bind cash and pose more obsolescence risk especially within a dynamic EV market (Hyundai Motor Company, 2022; IEA, 2025a). Inventory increase is possibly a side effect of supply-chain management or having a new model, but to a CFO, the impact remains larger working capital consumption.
Receivable days
The increase in the receivable days was more pronounced, 9.77 days to 16.85 days, which is among the most obvious warning indicators of the ratio presented in Table 2. This implies that the amount of revenue that was not collected was held longer, which negatively affects the quality of liquidity and exposing the company to greater credit risk (Hyundai Motor Company, 2026a). The direct impact of the receivable growth on the cash conversion is why this trend can be used to explain the weakening of the operating cash flow of Hyundai despite it still being profitable (J.P. Morgan, 2024; Hyundai Motor Company, 2026a).
Payables days
The payables days dropped to 29.50 days as compared to 34.93 days, which indicated that Hyundai was not enjoying the benefits of supplier credit in 2025 as compared to 2021 ( Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Although improved payment speed could be helpful to maintain relations with suppliers, it could bring strain to internal funds in case both receivables and inventories are growing. This brings supplier-term management to be a significant aspect of future working capital reform.
Asset turnover
The asset turnover was poorer in the later years when the total assets increased more than the sales productivity. This indicates that the growing asset base of Hyundai was failing to be converted into relatively more efficient revenue generation in the last phase of the period (Hyundai Motor Company, 2026a). This pattern usually suggests that growth is increasingly becoming capital-intensive and thus needs stricter investment regulation (Bui, Nguyen and Pham, 2023).
Cash conversion cycle
Table 2 and Figure 2 demonstrate that the cash conversion cycle has decreased and has gone down to 35.91 days in 2025, compared to 18.67 days in 2021. It implies that Hyundai had to finance its operating cycle to a considerably increased period before the recovery of cash (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). This degradation is well illustrated in figure 2 whereas the task of calculating this degradation is as shown in Appendix Table A6. The extended cash conversion cycle is more worrisome when operating in a capital-intensive sector since the cash is less flexible in liquidity and more reliant on external sources or internal treasury (J.P.Morgan, 2024; Stavropoulos et al., 2025).

Figure 2. Hyundai Motor Company cash conversion cycle, 2021–2025.
Source: Author’s calculations based on Hyundai Motor Company annual consolidated statements (2022; 2023; 2024; 2026a).
Gearing, solvency and cash flow analysis.
Interest cover
The interest cover was also high during the period with a range of between 11.17 times and 15.85 times as illustrated in Table 2. It shows that Hyundai was still in a position to cover the finance expenses on operating profit and it was not experiencing an urgent financing trauma (Hyundai Motor Company, 2026a). High interest cover will therefore uphold the finding that Hyundai does not require emergency deleveraging, but perhaps superior cash control and capital allocation.
Debt position
Over the years, the liabilities of Hyundai grew, but the equity base grew much more, which implies that the situation with solvency in the big picture was not out of control (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). It is not excessive debt per se that caused the problem of the company, but rather the combination of the larger balance sheet, the reduced operating cash flow, and the reduction in the return on capital that was utilized in the latter years (Bui, Nguyen and Pham, 2023; Hyundai Motor Company, 2026a).
Cash flow quality
The worst weakness in the financial profile of Hyundai is worsening the quality of cash flow. Starting in 2023, net cash flow of operating activities became negative, and it indicated that cash was no longer changing into profits efficiently (Hyundai Motor Company, 2024; Hyundai Motor Company, 2026a). Appendix Table A7 presents the cash flow ratios in question, whereas the deviation between operating profit and operating cash flow should be represented by using Appendix Figure A4. This is a critical observation since it shifts the approved financial plan of growth facilitation to cash-centred management. 
Working Capital Management Analysis.
Cash operating cycle evaluation.
Inventory holding period
Overall inventory holding period of Hyundai has improved over the five-year span by a margin of 43.83 days which had risen to 48.56 days that are presented in Table 2 and highlighted in Table A6 in the appendix. It means longer storage of inventories before their conversion into sales which raises the working capital requirements and imprisons cash which could otherwise be deployed more productively (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). An increase in inventory days can indicate production smoothing, precautionary inventory holding or slower conversion of specific vehicle lines, but within the financial management context, the outcome is a worse liquidity efficiency (IEA, 2025a; J.P. Morgan, 2024). 
Receivables collection period.
Receivables collection period also rose at a higher rate than the inventory days which stood at 9.77 days in 2021 and 16.85 days in 2025 respectively as indicated in Table 2. It indicates that Hyundai took a significantly longer time to collect reported sales into cash, which is one of the most obvious indicators of a poor quality of liquidity in the business (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Extended collection cycles may be necessitated by wider dealer financing support, less effective collection control, regional credit pressure or a more credit intensive sales model but in each case, they increase the risk of profit growth exceeding cash realisation (J.P. Morgan, 2024; Zhang et al., 2025). 
Payables deferral period
Comparatively, Hyundai decreased its payables days in 2021 to 29.50 days in 2025, which is demonstrated in Table 2 and Appendix Table A6. This indicates that the company was paying the suppliers less time as compared to cost of sales and hence getting less financing assistance of trade credit as compared to the previous period ( Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Although shorter terms of payment could ensure the maintenance of relations with suppliers and resilience, there is also the pressure on internal liquidity caused by the concurrent growth of inventories and receivables (J.P. Morgan, 2024; Hyundai Motor Company, 2025). 
General cash conversion cycle.
The net result of the three trends was a significant decline in the cash conversion cycle of Hyundai. The cycle increased by a factor of 35.91 days in 2025 compared to 18.67 days in 2021 as shown in Table 2 and Fig. 2, i.e., Hyundai was forced to finance its operating cycle nearly twice, before it had recovered cash (Hyundai motor Company, 2022; Hyundai motor company, 2026a). The finer details of this measure are indicated in the Appendix Table A6. Such a long cash conversion cycle is especially severe in a capital-intensive EV business since it undermines the flexibility of liquidity, heightens fund requirements, and may lose resilience once the state of demand or policy changes unpredictably (J.P. Morgan, 2024; Stavropoulos et al., 2025).
Critical issues of working capital.
Liquidity quality concerns
Hyundai current ratio and quick ratio stood at above 1 during the period but the quasi measures are not the best measure of the quality of liquidity. According to Table 2, the level of apparent stability in the current coverage was accompanied by the deterioration of the receivable days and an increase in the cash turnover period, which implies that a larger share of current assets is held in the form of slow-moving working capital (Hyundai Motor Company, 2026a; Zhang et al., 2025). This implies that the liquidity position of Hyundai will be weaker than it would be based on conventional liquidity ratios.
Operating weakness in cash flow
The trend of the operating cash flow of Hyundai is the most significant indication of this weakness. Starting in 2023, net cash of operating activities became negative, although Hyundai is profitable on an accounting basis as illustrated in Appendix Table A7 and Appendix Figure A4 ( Hyundai Motor Company, 2024; Hyundai Motor Company, 2026a). This implies that profit was no longer transforming well into cash. As a CFO, this is a strategic red flag, as expansion by a poor cash conversion rate would ultimately limit the ability to invest, dependence on finance, and financial flexibility (J.P. Morgan, 2024; Purnamasari et al., 2024).
Liquidity improvement strategies.
Receivables management reforms.
Tightening of the ageing analysis, regional credit segmentation, increased monitoring of collections, and more distinct escalation procedures on the slow-moving receivables should be tightened to enhance the level of receivables control by Hyundai. Given that the receivable days have risen considerably throughout the period, even minor growth of collection rates would set free substantial cash within the business (Hyundai Motor Company, 2026a; J.P. Morgan, 2024). Risk-based receivables strategy would be quite suitable where a multinational group has varied credit exposure across markets and channels of distribution.
Inventory optimisation
Demand-linked planning, reviewing of models and rationalisation of stock should be a closer management of inventory. It is especially relevant to EV and electrified product lines, in which technology, incentives, and customer preferences can change faster than in the case of a mature segment (IEA, 2025a; McKinsey and Company, 2025). Reducing inventory days would lead to reducing cash held in inventory and enhancing operating liquidity without necessarily impairing growth, assuming that the reform it is founded on is better planning rather than arbitrary reductions.
Supplier payment strategy
A segmented supplier payment strategy should be embraced by Hyundai. The supplier base in sectors including batteries, semiconductors, and electronics should be maintained on a stable basis through negotiations and a positive working relationship, whereas the categories that are not essential can be handled with a cash-effective payment model (Hyundai Motor Company, 2025; OECD, 2024b). This would enhance the working capital without compromising supply-chain resilience or ethical procurement practices.
Cash performance controls
Another reform proposed is the introduction of cash-based performance controls between the divisions. Hyundai is also not supposed to evaluate business units based on only sales or operating profit, but rather on cash conversion cycle, operating cash flow, and the ratio of returns on funds used (Hyundai Motor Company, 2026a; J.P. Morgan, 2024). This would ensure that management behaviour is in line with the real financial priorities of the company and less risk of growth that appears good in the income statement and poor in liquidity.
Short-term financing and long-term financing.
Short-term financing solutions.
Some of the short-term financing facilities that Hyundai can use include revolving credit, trade credit, commercial paper, and short-term bank borrowing. These tools are applicable in temporary seasonal or cyclical cash flows as they are flexible and can be repaid when the working capital returns to normal (Hyundai Motor Company, 2026a; J.P. Morgan, 2024). The short-term aspect of financing will however be dangerous when the cash absorption is structural as opposed to temporary.
Long-term financing options
The long term financing sources are retained earnings, bonds, term loans, lease financing and other longer term funding sources. They are more suitable in factories, platform investments, EV technology development, and other things that can generate benefits over a period of years (Hyundai Motor Company, 2026a; Bui, Nguyen and Pham, 2023). As Hyundai is profitable with good interest cover, it is yet in a position to finance strategic long-term assets using stable financing.
Recommended financing mix
A matched financing strategy is thus the most suitable one. Short-term sources used to finance temporary working capital requirements, such as short-term instruments, should be replaced with long-term sources and retained earnings used to finance long-term structural investment in electrification, software, and international capacity (Hyundai Motor Company, 2026a; Purnamasari et al., 2024). This would minimise refinancing risk, enhance liquidity management and improve financial resilience.
 Strategic Financial Restructuring Plan.
Reason why it is necessary to restructure.
It does not imply that Hyundai needs emergency financial restructuring, which implies the impending solvency failure. Interest cover Table 2 indicates that interest cover was high and liquidity ratios were still widely acceptable, whereas Table 1 indicates further growth in revenues and equity over the period ( Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). Nevertheless, the company still needs a strategic restructuring plan since its later performance shows lower cash conversion rates, decreasing return on capital employed, and poor profit efficiency in 2025 as compared to 2023 (Hyundai Motor Company, 2026a; Bui, Nguyen and Pham, 2023).
The reason why it was restructured is not survival, but financial discipline. Hyundai must shift its expansion-based financial model to the cash-based and more aim-oriented model, but maintain the ability to invest in EV competition and positioning globally (IEA, 2025a; Hyundai Motor Company, 2026b). Notably, this difference is valuable since it promotes selective, merit-oriented restructuring as opposed to the devastating retrenchment.
Proposed restructuring alternatives.
Cash-focused operation re-organization.
Cash-based operational restructuring is the former suggestion. Hyundai must integrate cash conversion cycle, operating cash flow, and ROCE in the divisional scorecards and management incentives instead of the primary use of sales and EBIT increase (Hyundai Motor Company, 2026a; J.P. Morgan, 2024). This would enhance the quality of the decision making process as it would dishearten the profitable-although-cash-intensive expansion. Table 2 demonstrates that the cash conversion deterioration is apparent; therefore, this kind of shift is financially reasonable.
Portfolio rationalisation and divestiture.
The second suggestion is the rationalisation of direction in portfolio. Hyundai ought to consider non-core or low-paying assets, minority interests, or business lines that cannot enter into sufficient long-term EV strategy or financial payoff. When divestiture redirection is done to focus on high-value strategic applications of capital rather than low-return assets, it may enhance focus, unlock capital, and increase shareholder value (Aktas, de Bodt and Roll, 2022; Hyundai Motor Company, 2026a). This is supposed to be presented as a capital recycling policy and not a distress policy.
Optimisation of capital structure.
The third advice is capital structure optimisation as opposed to unthoughtful deleveraging. The strong interest coverage of Hyundai implies that the company does not have to decrease its debt immediately intensively, but the company must clean up its debt maturity structure, maintain long-term funding of long-term assets and match currency exposure with operating cash flows (Hyundai Motor Company, 2026a; IMF, 2025). This strategy will enhance the quality of financing but retain future EV investment flexibility.
Dividend and retained earnings policy
The fourth suggestion is a less aggressive distribution position. Dividend growth must be viewed through the cash-flow perspective and not the profit perspective since earnings have been diminishing in 2025 and the operating cash flow has been negative in recent years (Hyundai Motor Company, 2026a; Hyundai Motor Company, 2026b). Temporarily moderating growth of payouts would reinforce retained earnings, investment capacity and decongest liquidity as the company enhances its cash conversion.
Shareholder value, debt structure and flexibility Effect.
Shareholder value implications
Such restructuring would be beneficial in the way that it would enhance shareholder value by increasing the ability to generate free cash, enhancing return discipline and would decrease the risk that as growth expands in the future it would destroy value instead of create it. A more discriminating capital allocation model would be more appropriate too, and it would indicate better governance and financial discipline to investors (Aktas, de Bodt and Roll, 2022; Bui, Nguyen and Pham, 2023). This is more crucial in an industry where large capital investment can simply dilute value when projects are undertaken without adequate enough control on its returns.
Implications of debt and financing.
In the case of debt structure, the most probable effect would be positive but quantified. Instead of reducing the debt dramatically, Hyundai would enhance the quality of its funding, as it would be more appropriate to match maturities, currencies, and the lives of its assets (Hyundai Motor Company, 2026a; IMF, 2025). It would ease the refinancing pressure and increase its resilience to the foreign volatility without limiting its strategic development.
Operational flexibility implication
Operationally, the restructuring would enhance flexibility in that it would release capital in areas that yield low returns and enhance internal funding capacity to strategically important projects. The strategic flexibility is directly valuable in a global automotive environment that is determined by tariffs, regulatory changes, and different EV adoption rates (S&P Global Mobility, 2025; IEA, 2025a). This restructuring cash-oriented would therefore enhance not only the financial ratios, but also the quick response to international market change of Hyundai.
International and ethical considerations.
Taxation and currency risk
The global presence of Hyundai assumes that the restructuring process should be taxation and currency exposure aware. The treasury policy must focus on the use of natural hedging, proper financing in local currencies, and proper management of transactions and translation exposures in the main markets (IMF, 2025; Hyundai Motor Company, 2026a). Proper funding model would cushion the earnings and cash flow against undue volatility of foreign exchange.
Inflation and supply-chain risk.
Other factors include inflation and commodity risk especially in batteries, electronic and industrial materials. The situation in the world market with commodities and trade is susceptible to geopolitical interference and limitations, which can impact EV chains and cost base (World Bank, 2025a; OECD, 2024a). The restructuring plan of Hyundai ought to consist of the procurement resilience, the diversification of suppliers, and mechanisms of margins protection where feasible.
CSR and stakeholder responsibility.
Lastly, the reorganization plan should not be ethically questionable. Hyundai cannot enhance its liquidity situation by exerting pressure on suppliers that is unsustainable or by neglecting bigger sustainability concerns. The sustainability reporting it provides puts importance on supply-chain management and responsibility to stakeholders, and these values should continue to enter into financial strategy (Hyundai Motor Company, 2025; Hyundai Motor Company, 2025b). The ethical financial management is critical in the EV industry, which has high expectations of supply-chain scrutiny and responsible transition.
 
Investment Appraisal and Capital Budgeting
Project assumptions and evaluation criteria
There are three projects which are being considered each of which needs to be initially invested at a value of £50 million and brings in cash inflows net of expenses within the next five years. The depreciation is assumed to be straight-line to zero and, therefore, per project, the annual depreciation is equal to £10 million. Discount rate required is 10 and the criteria used to make the decisions are payback period, accounting rate of return, net present value, profitability index and internal rate of return. These are conventional methods of capital budgeting and they continue to be popular in making investment decisions in corporations with regard to liquidity, profitability, and valuation-based points of view (Purnamasari et al., 2024; Sokolov, 2024).
The findings give a disciplined conclusion as indicated in Table 3: all three projects yield negative NPVs at the discount rate of 10%. Complete operations are indicated in the Appendix Tables A8-A13.
Appraisal of Project A
Project A has an initial investment of 50 million pounds and cash inflows of money per annum of 10 million pounds, 12 million pounds, 14 million pounds, 10 million pounds and 8 million pounds respectively. Table 3 indicates that its payback period = 4.50 years, ARR = 3.2, NPV = -£8.676 million, PI= 0.826, and IRR= 2.72. That is, the project does not pass the NPV and the IRR test, and thus, it does not generate shareholder value at the necessary rate of 10 percent (Purnamasari et al., 2024; Sokolov, 2024).
Appraisal of Project B
Project B needs initial investment of 50 million also and has a similar cash inflow of yearly revenue of 11 million evenly distributed amongst the years. It has a payback period of 4.55 years, ARR of 4.0, NPV of -8.301 million, PI of 0.834 and IRR of 3.26 according to Table 3. This constant annual trend provides it with a certain degree of cash-flow stability, yet it still kills value when evaluated using the discounted cash flow model, as the required return is not achieved (Purnamasari et al., 2024; Sokolov, 2024). Table A8 in Appendix displays the specific equations of the discounted cash flow that led to this finding.
Appraisal of Project C
Project C will also need an initial investment of £50 million to be initial, annual inflows of 5 million pounds, 10 million pounds, 20 million pounds, 25 million pounds and 5 million pounds. As indicated in Table 3, it is the one that has the shortest payback period of 3.60 years, the highest ARR of 12.0, the highest PI of 0.960, the highest IRR of 8.59, and the lowest negative NPV of -£1.984 million. It does not pass the 10 percent NPV criterion, yet it is obviously a better project on all comparative scales that are relevant in our case (Purnamasari et al., 2024; Sokolov, 2024).
Table 3. Investment appraisal summary.
Source: Author’s calculations.
Project	Payback (years)	ARR %	NPV (£m)	PI	IRR %
A	4.50	3.2	-8.676	0.826	2.72
B	4.55	4.0	-8.301	0.834	3.26
C	3.60	12.0	-1.984	0.960	8.59

According to Table 3, there is no project that passes the value-creation test at the discount rate of 10%. Nevertheless, it demonstrates that the Project C is the least unappealing one in case strategic investment has to go on. Tables A9-A12 of Appendix show the calculations of the payback and ARR, PI, and IRR.
Comparative project analysis.
Payback period
Project C is preferable on the payback since it takes 3.60 years to recoup the initial investment as compared to 4.50 and 4.55 years on Project A and B respectively. This puts C in a more liquidity-friendly position, which is important considering that Hyundai itself does not have the most robust cash conversion, as well as the negative operating cash flow in recent years (Hyundai Motor Company, 2026a; J.P. Morgan, 2024).
Accounting rate of return
On ARR, project C is once more the strongest at 12.0 percent as compared to 4.0 percent in B and 3.2 percent in A. ARR is not the determining factor in the choice since it displays the accounting profitability instead of the discounted value; however, it contributes to the relative superiority of Project C (Purnamasari et al., 2024).
Net present value
The most significant criterion is the NPV since it measures the shareholder value creation directly. Based on this fact, it is recommended that all the three projects should be rejected since all three projects have negative NPV of 10. Project C has the least negative value of -1.984m, yet it is value-destructive under the mentioned assumptions (Sokolov, 2024; Purnamasari et al., 2024).
Profitability index
The results of the profitability index are in line with the NPV results. The PI value of all three projects is less than one, which validates the fact that the present value of the inflows is smaller than the initial investment needed in all the three projects. Project C is once more the most acceptable with PI of 0.960 (Appendix Table A11).
Internal rate of return
All the three IRRs are less than required rate of 10 percent, that is, all three are not successful in the IRR acceptance rule. Project C is once again the highest at 8.59% and the second place is B at 3.26% and A at 2.72 (Appendix Table A12). This supports the conclusion that C is less agreeable, but not really acceptable on unbending monetary standards (Sokolov, 2024).
Recommended project
All the three projects must be rejected as all three projects have negative NPVs, and the IRRs of all three are lower than the necessary 10 percent (Purnamasari et al., 2024; Sokolov, 2024). Nevertheless, in the event that the board is adamant in undertaking a single project based on strategic considerations, then Project C would have been chosen based on the fact that it has the shortest payback period, the highest ARR, the highest PI, the highest IRR, and the least negative NPV.
Such a recommendation is also in line with the financial status of Hyundai. The fact that the operating cash flow of the company has declined and the cash conversion cycle became longer means that the company should not make large investments in projects that are value-destroying. Assuming that the investment should be made, then the most justifiable one is the project that recovers its cash faster and has the lowest negative discounted value (Hyundai Motor Company, 2026a; J.P. Morgan, 2024).
Capital rationing decision
Within a maximum capital budget of 100 million pounds, Hyundai will be in a position to select a single project or a mixture of two projects. According to the Table A13 of the appendix, all the 2-projects combinations would generate a smaller total NPV than no-selection since each of the 2 individual projects would already be destroying value. Thus, the optimal capital rationing decision is the decision to invest in nothing in the projects and to keep the capital. The most harmless option would be Project C alone in case the management wants to go ahead with one project. The point is that capital rationing is the most about the maximisation of value, not necessarily the budget utilisation (Purnamasari et al., 2024; Sokolov, 2024).
 
Conclusion
Hyundai motor company is still a solid global car manufacturer with a large scale of revenue, growing equity, acceptable short term liquidity ratios and good interest coverage. Table 1 represents the consistent revenue and balance-sheet growth within the 2021 2025 period, whereas Table 2 reveals the improvement in profitability until 2023 and its decreasing in 2025 (Hyundai Motor Company, 2022; Hyundai Motor Company, 2026a). It implies that Hyundai is not experiencing urgent financial stress, yet it experiences the decline of growth and cash-generating quality.
According to the report, working capital management is the key financial management problem. As Table 2 and Figure 2 indicate, the cash conversion cycle was much longer, which was caused by increased receivable days, constantly high inventory days, and shortened payable days. Also, as indicated by Appendix Table A7, operating cash flow became negative since 2023, which proves that profit is no longer being converted into cash as successfully as before (Hyundai Motor Company, 2024; J.P. Morgan, 2024). This makes Hyundai require cash-driven financial strategy and not a turn around based on survival.
The proposed restructuring plan will therefore put a greater emphasis on better cash discipline, rationalisation of the portfolios, management of the capital structure in a balanced manner and cautious approach towards payout. Such measures would enhance the quality of liquidity, increase capital efficiency, and leave strategic flexibility during the next round of EV competition (Hyundai Motor Company, 2026a; Aktas, de Bodt and Roll, 2022). There is also the international and ethical aspect, so the decisions of the treasury, supplier strategy, and rest structuring must be in line with the currency risk management, supply-chain stability, and proper treatment of stakeholders.
Lastly, the capital budgeting analysis will result in a disciplined investment decision. Table 3 and Appendix Tables A8 to A13 indicate that the all three suggested projects have negative NPVs at the 10% discount rate hence they should not be accepted on pure shareholder value basis. When one project has to be selected based on strategic considerations, the least unattractive project is Project C due to offering the most desirable payback, ARR, PI, IRR as well as the least negative NPV. All in all, the right CFO approach to Hyundai is obvious: enhance cash conversion, reinstate capital discipline, and invest only in areas where the strategic logic and financial value are compellingly linked.
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[bookmark: _Toc225418291]Appendix Table A1. Core financial statement data used in the analysis (KRW million)

	Item
	2021
	2022
	2023
	2024
	2025

	Revenue
	117,610,626
	142,151,469
	162,663,579
	175,231,153
	186,254,472

	Cost of sales
	95,680,131
	113,879,569
	129,179,183
	139,481,946
	152,037,636

	Gross profit
	21,930,495
	28,271,900
	33,484,396
	35,749,207
	34,216,836

	Operating profit
	6,678,949
	9,824,928
	15,126,901
	14,239,592
	11,467,851

	Profit for the year
	5,693,077
	7,983,614
	12,272,301
	13,229,908
	10,364,775

	Current assets
	88,565,366
	96,389,273
	101,724,717
	115,764,287
	120,777,363

	Inventory
	11,645,641
	14,291,216
	17,400,346
	19,791,007
	20,661,752

	Trade receivables
	3,147,296
	4,279,057
	4,682,182
	5,908,079
	8,600,419

	Current liabilities
	64,236,787
	74,236,472
	73,362,103
	79,509,643
	88,579,290

	Trade payables
	9,155,255
	10,797,065
	10,952,046
	12,549,646
	12,287,387

	Total assets
	233,946,415
	255,742,462
	282,463,355
	339,798,429
	368,844,849

	Total liabilities
	151,330,626
	164,845,917
	180,653,915
	219,522,496
	241,196,612

	Total equity
	82,615,789
	90,896,545
	101,809,440
	120,275,933
	127,648,237

	Finance expenses
	548,410
	879,638
	970,700
	898,551
	1,009,986

	Net cash from operating activities
	1,182,890
	10,627,311
	-2,518,760
	-5,661,641
	-5,991,270



[bookmark: _Toc225418292]Appendix Table A2. Percentage change in selected statement items
Formula: Percentage change = [(Current year − Previous year) ÷ Previous year] × 100
	Item
	2021–2022
	2022–2023
	2023–2024
	2024–2025

	Revenue
	20.87%
	14.43%
	7.73%
	6.29%

	Gross profit
	28.92%
	18.44%
	6.76%
	-4.29%

	Operating profit
	47.10%
	53.96%
	-5.87%
	-19.47%

	Profit for the year
	40.23%
	53.72%
	7.80%
	-21.66%

	Current assets
	8.83%
	5.53%
	13.80%
	4.33%

	Current liabilities
	15.57%
	-1.18%
	8.38%
	11.41%

	Total assets
	9.32%
	10.45%
	20.30%
	8.55%

	Total equity
	10.02%
	12.01%
	18.14%
	6.13%



[bookmark: _Toc225418293]Appendix Table A3. Profitability ratio calculations
	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Gross profit margin
	Gross profit ÷ Revenue × 100
	18.65%
	19.89%
	20.59%
	20.40%
	18.37%

	Operating profit margin
	Operating profit ÷ Revenue × 100
	5.68%
	6.91%
	9.30%
	8.13%
	6.16%

	Net profit margin
	Profit for the year ÷ Revenue × 100
	4.84%
	5.62%
	7.54%
	7.55%
	5.56%

	ROCE
	Operating profit ÷ (Total assets − Current liabilities) × 100
	3.94%
	5.41%
	7.23%
	5.47%
	4.09%


Worked: ROCE 2025
Capital employed = Total assets − Current liabilities
= 368,844,849 − 88,579,290
= 280,265,559
ROCE = 11,467,851 ÷ 280,265,559 × 100
= 4.09%

[bookmark: _Toc225418294]Appendix Table A4. Liquidity ratio calculations
	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Current ratio
	Current assets ÷ Current liabilities
	1.38
	1.30
	1.39
	1.46
	1.36

	Quick ratio
	(Current assets − Inventory) ÷ Current liabilities
	1.20
	1.11
	1.15
	1.21
	1.13


Worked: Quick ratio 2025
Quick assets = 120,777,363 − 20,661,752 = 100,115,611
Quick ratio = 100,115,611 ÷ 88,579,290 = 1.13

[bookmark: _Toc225418295]Appendix Table A5. Gearing and solvency calculations
	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Debt/equity ratio
	Total liabilities ÷ Total equity × 100
	183.18%
	181.36%
	177.44%
	182.52%
	188.95%

	Interest cover
	Operating profit ÷ Finance expenses
	12.18x
	11.17x
	15.58x
	15.85x
	11.35x


Worked: Interest cover 2025
Interest cover = 11,467,851 ÷ 1,009,986 = 11.35 times
[bookmark: _Toc225418296]Appendix Table A6. Efficiency and working capital calculations

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Inventory days
	Average inventory ÷ Cost of sales × 365
	43.83
	49.65
	44.77
	48.66
	48.56

	Receivable days
	Trade receivables ÷ Revenue × 365
	9.77
	10.99
	10.51
	12.31
	16.85

	Payables days
	Trade payables ÷ Cost of sales × 365
	34.93
	34.61
	30.95
	32.84
	29.50

	Cash conversion cycle
	Inventory days + Receivable days − Payables days
	18.67
	26.03
	24.33
	28.13
	35.91

	Asset turnover
	Revenue ÷ Total assets
	0.50
	0.56
	0.58
	0.52
	0.50


Average inventory workings used
· 2021: closing inventory used = 11,645,641
· 2022: (11,645,641 + 14,291,216) ÷ 2 = 12,968,429
· 2023: (14,291,216 + 17,400,346) ÷ 2 = 15,845,781
· 2024: (17,400,346 + 19,791,007) ÷ 2 = 18,595,677
· 2025: (19,791,007 + 20,661,752) ÷ 2 = 20,226,380
Worked: CCC 2025
CCC = Inventory days + Receivable days − Payables days
= 48.56 + 16.85 − 29.50
= 35.91 days
[bookmark: _Toc225418297]Appendix Table A7. Cash flow ratio calculations
	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Operating cash flow ratio
	Operating cash flow ÷ Current liabilities
	0.02
	0.14
	-0.03
	-0.07
	-0.07

	Cash flow to total liabilities
	Operating cash flow ÷ Total liabilities
	0.01
	0.06
	-0.01
	-0.03
	-0.02


Worked : Operating cash flow ratio 2025
Operating cash flow ratio = -5,991,270 ÷ 88,579,290
= -0.07
[bookmark: _Toc225418298]Appendix Table A8. Discounted cash flow calculations for Projects A, B and C
Discount rate: 10%
	Year
	Discount factor @10%
	Project A cash flow (£m)
	PV A (£m)
	Project B cash flow (£m)
	PV B (£m)
	Project C cash flow (£m)
	PV C (£m)

	0
	1.0000
	-50.00
	-50.000
	-50.00
	-50.000
	-50.00
	-50.000

	1
	0.9091
	10.00
	9.091
	11.00
	10.000
	5.00
	4.545

	2
	0.8264
	12.00
	9.917
	11.00
	9.091
	10.00
	8.264

	3
	0.7513
	14.00
	10.518
	11.00
	8.264
	20.00
	15.026

	4
	0.6830
	10.00
	6.830
	11.00
	7.513
	25.00
	17.075

	5
	0.6209
	8.00
	4.968
	11.00
	6.830
	5.00
	3.105

	
	
	Total PV inflows
	41.324
	
	41.699
	
	48.016

	
	
	NPV
	-8.676
	
	-8.301
	
	-1.984
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Source: Author’s calculations
	Project
	Initial investment (£m)
	Year 1 cumulative
	Year 2 cumulative
	Year 3 cumulative
	Year 4 cumulative
	Year 5 cumulative
	Payback

	A
	50
	10
	22
	36
	46
	54
	4 + 4/8 = 4.50 years

	B
	50
	11
	22
	33
	44
	55
	4 + 6/11 = 4.55 years

	C
	50
	5
	15
	35
	60
	65
	3 + 15/25 = 3.60 years
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Straight-line depreciation: £50m ÷ 5 = £10m per year
Source: Author’s calculations
	Project
	Total cash inflows (£m)
	Total profit over 5 years (£m)
	Average annual profit (£m)
	Average investment (£m)
	ARR

	A
	54
	4
	0.8
	25
	3.2%

	B
	55
	5
	1.0
	25
	4.0%

	C
	65
	15
	3.0
	25
	12.0%


Formula used
ARR = Average annual profit ÷ Average investment × 100
[bookmark: _Toc225418301]Appendix Table A11. Profitability index calculations
Source: Author’s calculations
	Project
	PV of inflows (£m)
	Initial investment (£m)
	PI

	A
	41.324
	50
	0.826

	B
	41.699
	50
	0.834

	C
	48.016
	50
	0.960


Formula used
PI = Present value of inflows ÷ Initial investment
[bookmark: _Toc225418302]Appendix Table A12. IRR summary
Source: Author’s calculations
	Project
	IRR

	A
	2.72%

	B
	3.26%

	C
	8.59%


Interpretation
All IRRs are below the 10% required return, so all projects fail the IRR decision rule.
[bookmark: _Toc225418303]Appendix Table A13. Capital rationing table
Source: Author’s calculations
	Project combination
	Total investment (£m)
	Combined NPV (£m)
	Decision

	A only
	50
	-8.676
	Reject

	B only
	50
	-8.301
	Reject

	C only
	50
	-1.984
	Best if forced to choose one

	A + B
	100
	-16.977
	Reject

	A + C
	100
	-10.660
	Reject

	B + C
	100
	-10.285
	Reject

	None
	0
	0
	Best financial decision
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Figure A3. Hyundai Motor Company inventory days, receivable days, payables days and cash conversion cycle, 2021–2025.
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Figure A4. Hyundai Motor Company operating profit versus operating cash flow, 2021–2025.
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Figure A5. Comparison of Projects A, B and C by payback, ARR, NPV, PI and IRR.
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HYUNDAI MOTOR COMPANY AND ITS SUBSIDIARIES

(CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2024 AND DECEMBER 31,2023

ASSETS NOTES _December 31,2024 _ December 31,2023
(In millions of Korean Won)
Current assets:
Cash and cash equivalents 9w 19,014,944 % 19,166,619
Short-term financial instruments 19 8,473,108 7,339,968
Other financial assets 5,19 3,260,483 2,802,611
Trade notes and accounts receivable 3,19 5,908,079 4,682,182
Other receivables 419 3721312 3,431,169
Inventories 6 19,791,007 17,400,346
Current tax assets 243,802 195,696
Financial services receivables 14,19 51,428,657 43,120,684
Non-current assets classified as held for sale 8 52,239 434,503
Other assets 7,19 3,870,656 3,150939
Total current assets 115,764,287 101,724,717
Non-current assets:

Long-term financial instruments 19 175,242 154,966
Other financial assets 5,19 6,572,644 4,423,388
Long-term trade notes and accounts receivable 3,19 272211 210,979
Other receivables 4,19 1,803,087 855,015
Property, plant and equipment 9,37 44,533,941 38,920,900
Investment property 1037 142,188 146,148
Intangible assets 1137 7,682,730 6,218,585
Investments in joint ventures and associates 3 34,644,095 28,476,142
Net defined benefit assets 32 55,394 488,181
Deferred tax assets 31 4,162,055 3,604977
Financial services receivables 14,19 76,411,787 64,566,977
Investments in operating leases 2 43,161,623 29,664,618
Right-of-use assets 12 1338817 1,037,643
Other assets 719 3078328 1,970,119
Total non-current assets 224,034,142 180,738,638

Total assets 339798420 W 282,463,355

(Continued)
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HYUNDAI MOTOR COMPANY AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2022 AND DECEMBER 31, 2021

LIABILITIES AND EQUITY NOTES _December 31, 2022 December 31, 2021
(In millions of Korean Won)

Current liabilities:

Trade notes and accounts payable 20 W 10,797,065 W 9,155,255
Other payables 20,39 8,277,891 6,335,645
Short-term borrowings 16,20,40 11,366,480 13,087,836
Current portion of long-term debt and debentures 16,20,40 25,574,131 20,578,902
Income tax payable 1,008,506 751,929
Provisions 17 8,102,596 6,664,647
Other financial liabilities 18,20 99,144 55,187
Lease liabilities 12,20 405,053 167,266
Non-current liabilities classified as held for sale 8 5365 -
Other liabilities 19,2027 8,600,241 7,440,120

Total current liabilities 74,236,472 64,236,787

Non-current liabilities:

Long-term other payables 20,39 726,115 769,487
Debentures 16,20,40 62,960,060 63,458,809
Long-term debt 16,20,40 12,285,149 10,667,731
Net defined benefit liabilities 35 61,861 79,165
Provisions 17 4,327,985 4,214,137
Other financial liabilities 18,20 262,518 87,258
Deferred tax liabilities 34 5,027,741 3,689,328
Lease liabilities 12,20 705,751 783,306
Other liabilities 19,2027 4,252,265 3,344,618

Total non-current liabilities 90,609,445 87,093,839

Total liabilities 164,845,917 151,330,626

Equity:

Capital stock 21 1,488,993 1,488,993
Capital surplus 22 4241303 4,070,260
Other capital items 23 (1,713,928) (1,968,385)
Accumulated other comprehensive loss 24 (1,620,682) (1,772,601)
Retained carnings 25 79,953,601 73,167,855
Equity attributable to the owners of the Company 82,349,287 74,986,122
Non-controlling interests 8,547,258 7,629,667

Total equity 90,896,545 82,615,789

Total liabilities and equity W 255742462 W 233,046,415

(Concluded)
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