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CHAPTER 1: INTRODUCTION

Every day, the global Electric Vehicle (EV) sector continues to experience huge significant structural transformation experience from business policies to technology disruption that intensified global markets competition. 
As the appointed Chief Financial Officer (CFO) of Toyota Industries Corporation, the Board has mandated us to analyse the past five years of financial performance, identifying core problems, to critically evaluate several investments for the near future, proposing a financial strategy that is supported by effective financial evidence, proposing a financial strategy supported by financial evidence.
Toyota Industries Corporation, which is taking a significant technological step forward, is committed to advancing human progress. This dedication is reflected in the company’s mission to conceive, create, and craft innovative vehicles that open new chapters in mobility and help humanity redefine its journey as a global community.
 They came forward with strong statement on progress meaningful when connected with a deep sense of humanity and makes the humanity stronger when investing and drives innovations, allowing strengthen in our relationships and feel connected by getting more from life and doing the right thing for humanity. A Japanese manufacturer specializing in industrial equipment, automobile components, and textile machinery, Toyota Industries Corporation was founded by Sakichi Toyoda in 1926, and remains a key supplier and technology developer within the global Toyota network. The company invests heavily in automation, digital logistics solutions, and electrification through smart factories and connected equipment, while investing in sustainability goals, including reducing CO₂ emissions and enhancing energy efficiency across world’s production (bases in Japan, North America, Europe, and Asia), and distribution (sold in over 170 countries).  While maintaining his leadership in material-handling systems and industrial automation, in addition of its integration with the Toyota Group enabling collaboration on hybrid technologies, hydrogen solutions, and mobility innovations. (Google, 2026).
The overall objective of this report is to design a financially viable, scalable, and ethically responsible turnaround strategy aligned with the growth of the electric vehicle (EV) industry, by analyses the company’s five-year financial performance (2021–2025) using ratio analysis derived from the financial statements, with the aims to:
· Evaluate the firm’s financial performance and position
· Analyse working capital efficiency
· Propose a financial restructuring strategy
· Conduct investment appraisal and capital budgeting analysis.



















CHAPTER 2 FINANCIAL HEALTH CHECK ANALYSIS

This chapter provides a comprehensive evaluation and interpretation of the financial performance of Toyota Industries Corporation over a five-year period. The analysis draws on key financial statements and applies ratio analysis techniques to assess profitability, liquidity, efficiency, financial risk, and investment performance. Financial statement analysis plays a crucial role in understanding organisational performance, as it enables stakeholders to evaluate how effectively a firm utilises its resources to generate value (Atrill and McLaney, 2022; Titman, Keown and Martin, 2014).

2.1 Overview of Toyota Industries Corporation’s Five-Year Financial Performance.
Note: (For these sections Table1& Graphic 1, including the provided step-by-step detailed calculation, see Appendix 1).
The financial statements of Toyota Industries Corporation reveal a pattern of strong and consistent growth over the period 2021-2025. Revenue increased significantly, almost doubling, which reflects the firm’s expansion and growing market demand, particularly within the automotive and industrial sectors. Both gross profit and operating profit also increased steadily, although profit margins experienced moderate fluctuations.
The operating profit margin, a key indicator of operational efficiency, measures the proportion of revenue retained after operating expenses are deducted. According to Atrill and McLaney (2022), this ratio reflects how effectively a firm controls its operating costs relative to its revenue. Over the five-year period, Toyota’s operating margin remained within a relatively narrow range of 5%–6%, indicating stable performance despite external economic pressures.
In 2021, the margin stood at 5.6%, reflecting efficient cost control in a capital-intensive industry. This improved slightly to 5.9% in 2022, suggesting enhanced operational performance, likely driven by increased demand and cost efficiencies. However, the margin declined to 5.0% in 2023, which may be attributed to rising input costs, supply chain disruptions, and increased investment in research and development, particularly in electric vehicle (EV) technologies. Such fluctuations are common in manufacturing industries characterised by high capital expenditure and volatile cost structures (Drury and Tayles, 2024).
The margin subsequently recovered to 5.2% in 2024 and 5.4% in 2025, indicating improved cost management and operational stability. Overall, the company demonstrated resilience in maintaining profitability despite global economic challenges. Additionally, the significant increase in total assets highlights ongoing expansion and investment in production capacity. Meanwhile, debt levels remained moderate, suggesting a balanced capital structure with a greater reliance on equity financing.

2.2 Ratio Analysis
Ratio analysis provides a structured approach to evaluating financial performance by examining relationships between key financial variables. It enables stakeholders to assess profitability, liquidity, efficiency, and financial risk, thereby supporting informed decision-making (Atrill and McLaney, 2022).

2.2.1 Profitability Analysis
Profitability ratios assess the firm’s ability to generate returns from its operations and investments.
Return on Capital Employed (ROCE) remained relatively low, ranging between approximately 1.8% and 2.4%. This suggests that despite increasing profits, the firm’s ability to generate returns from its capital base is modest. The decline in 2024 reflects significant asset expansion, which increased the capital base and diluted returns, while the recovery in 2025 indicates improved utilisation of these assets.
Note: (For this sections Table 2, including the provided step-by-step detailed calculation, see Appendix 2).

Asset Turnover improved from 0.33 in 2021 to 0.43 in 2025, demonstrating enhanced efficiency in using assets to generate revenue. The temporary decline in 2024 corresponds with increased investment in assets, which initially reduced efficiency before generating returns.
Note: (For this sections Table 3, including the provided step-by-step detailed calculation, see Appendix 3).

Net Operating Profit Margin remained stable at approximately 5%–6%, indicating consistent cost control and operational efficiency. This stability suggests that revenue growth has been effectively translated into operating profit.
Note: (For this sections Table 4, including the provided step-by-step detailed calculation, see Appendix 4).

The interaction between these ratios explains the movement in ROCE. Financial theory emphasises that ROCE is influenced by both profit margins and asset utilisation, highlighting the importance of balancing profitability with efficiency (Weetman, 2013; Drury and Tayles, 2024). While Toyota demonstrates stable performance, improving capital efficiency remains essential for enhancing returns.

2.2.2 Liquidity Analysis
Liquidity refers to the firm’s ability to meet short-term obligations as they fall due. Maintaining adequate liquidity is essential for operational continuity and financial stability (Brealey, Myers and Allen, 2020).
The current ratio improved steadily from 1.06 to 1.26, indicating a strengthening liquidity position. This suggests that the firm has increased its capacity to cover short-term liabilities, supported by growth in current assets.
Note: (For this sections Table 5, including the provided step-by-step detailed calculation, see Appendix 5).

The quick ratio, which excludes inventory, also improved, reaching approximately 1.10 in 2025. This indicates that the firm can meet its short-term obligations without relying heavily on inventory, reflecting improved liquidity management.
Note: (For this sections Table 6, including the provided step-by-step detailed calculation, see Appendix 6).

The cash ratio, although relatively low, increased from 0.24 to 0.31. This suggests that while the firm maintains limited cash reserves, it relies on efficient working capital management rather than holding idle cash. This aligns with financial theory, which highlights the trade-off between liquidity and profitability, where firms aim to optimise liquidity levels rather than maximise them (Bodie, Kane and Marcus, 2021; Pike and Neale, 2015).
Note: (For this sections Table 7, including the provided step-by-step detailed calculation, see Appendix 7).

2.2.3 Efficiency Analysis
Efficiency analysis evaluates how effectively a firm utilises its assets to generate revenue. It is a key indicator of managerial performance and operational effectiveness (Weetman, 2013).
Inventory days declined significantly from 516 to 411 days, indicating improved inventory management and faster stock turnover. This reflects enhanced coordination within the supply chain and better demand forecasting.
Note: (For this sections Table 8, including the provided step-by-step detailed calculation, see Appendix 8).

Trade payables days also declined, suggesting that the firm is paying suppliers more quickly. While this may strengthen supplier relationships, it reduces the benefits of trade credit as a source of financing.
Note: (For this sections Table 9, including the provided step-by-step detailed calculation, see Appendix 9).

Overall, the reduction in both inventory and payables days indicates improved working capital management. However, financial theory emphasises the need to balance these elements to optimise the cash conversion cycle and maintain liquidity (Brigham and Ehrhardt, 2017; Berk and DeMarzo, 2020).

2.2.4 Gearing and Financial Risk Analysis
Gearing ratios assess the extent to which a firm relies on debt financing and the associated financial risk.
The debt ratio remained stable at approximately 39%–41%, indicating moderate leverage. This suggests that the firm maintains a balanced capital structure, combining debt and equity financing.
Note: (For this sections Table 10, including the provided step-by-step detailed calculation, see Appendix 10).
The debt-to-equity ratio of 0.97 in 2025 indicates that debt and equity are almost equally weighted. While this level of leverage can enhance returns using borrowed funds, it also exposes the firm to interest rate risk and refinancing challenges.
According to financial theory, an optimal capital structure balances the benefits of debt, such as tax advantages, against the costs of financial distress (Modigliani and Miller, 1963; Myers, 2001). Toyota’s stable gearing position suggests prudent financial management.

2.2.5 Investment Ratios Analysis
Investment ratios provide insight into shareholder value creation and market perception.
Earnings per Share (EPS) increased significantly over the period, reflecting improved profitability and enhanced shareholder returns. The slight decline in 2025 is attributed to a marginal reduction in net income rather than structural issues.
Note: (For this sections Table 11, including the provided step-by-step detailed calculation, see Appendix 11).

The Price-Earnings (P/E) ratio, when adjusted for currency differences, is relatively low at approximately 7.36 in 2025. This may indicate potential undervaluation or cautious market expectations regarding future growth.
Note: (For this sections Table 12, including the provided step-by-step detailed calculation, see Appendix 12).

Dividends per Share (DPS) showed a consistent upward trend, demonstrating the firm’s commitment to returning value to shareholders. Increasing dividends signal financial strength and confidence in future earnings.
Note: (For this sections Table 13, including the provided step-by-step detailed calculation, see Appendix 13).

Financial theory highlights that these ratios provide critical insights into both firm performance and investor expectations (Damodaran, 2012; Penman, 2013).

2.2.6 Cash Flow Analysis
Cash flow analysis provides a comprehensive view of how cash is generated and utilised within the organisation. Operating cash flow reflects cash generated from core activities, investing cash flow captures capital expenditure, and financing cash flow reflects funding decisions.
Strong operating cash flows are essential to support investment and financing activities without excessive reliance on external funding. This is critical for maintaining financial sustainability and operational flexibility (Subramanyam, 2014; Penman, 2013).

2.3 Trends, Strengths, and Threats Analysis
2.3.1 Key Trends
The firm demonstrates stable operating margins, improving asset utilisation, and strengthening liquidity. These trends indicate consistent operational performance and gradual improvement in efficiency.
2.3.2 Key Strengths
Key strengths include strong revenue growth, stable profitability, moderate financial leverage, improving earnings per share, and a strong position in the global electric vehicle market.
2.3.3 Key Threats
Despite these strengths, the firm faces several challenges, including low return on equity, volatile cash flows, high capital intensity, and exposure to global supply chain disruptions. Additionally, increasing competition in the EV sector poses strategic risks.

Conclusion for this Chapter 
Overall, the financial health check analysis indicates that Toyota Industries Corporation maintains a strong and stable financial position, characterised by consistent revenue growth, stable profitability, and prudent financial management. However, improving capital efficiency and managing financial risks remain critical priorities for sustaining long-term performance.




CHAPTER 3 WORKING CAPITAL MANAGEMENT ANALYSIS

Working capital management is the lifeblood of any organisation. It is central to effective financial stewardship and a critical determinant of short‑term financial health and operational efficiency, as it focuses on managing current assets and current liabilities to maintain liquidity while supporting ongoing business activities (Yeboah, 2026, LCMB7002 – MBA Financial Management, University of Wales Trinity Saint David, unpublished lecture materials). For Toyota Motor Corporation, the evaluation of the cash conversion cycle (CCC), liquidity ratios, and financing structure provides valuable insight into the effectiveness of its working capital practices.
The cash conversion cycle measures the time required to convert inventory and receivables into cash, net of payables. Based on the analysis, Toyota operates with a slightly negative CCC, driven by relatively high trade payables compared to inventory and receivables periods. Inventory days, although declining over time, remain high at approximately 411 days, reflecting the capital-intensive nature of automotive production and the complexity of global supply chains. However, the downward trend indicates improvements in inventory management, likely supported by enhanced forecasting and production planning systems.
Receivables days appear moderate, suggesting that Toyota maintains effective credit control and can collect payments within a reasonable timeframe. In contrast, trade payables days are significantly higher, although gradually declining. This indicates that the firm has historically relied on supplier credit as a key source of short-term financing. The resulting negative CCC implies that Toyota can generate cash from customers before settling its obligations to suppliers, thereby enhancing liquidity and reducing reliance on external financing. This aligns with financial management theory, which suggests that efficient working capital management can improve profitability and operational performance (Deloof, 2003; Richards and Laughlin, 1980).

3.1 Cash Operating Cycle.
Applying the formula and calculated as: Inventory Period/ Days + Reflecting Receivable Period/ Days - Payable Period/ Days. From your earlier analysis: From this report calculation, the Inventory Days (2025) is 411 days, and the Payables Days (2025) is 494 days, but the Receivables days are not explicitly calculated, so based on industry norms and the firm’s dataset, we assume that they are 60 - 90 days as kind of conservative estimated. Then this comes to 411 days + 75 days – 494 days = - 8 days approx.; meaning the CCC is slightly negative, and the company receives cash from customers before paying suppliers, the business is effectively financed by trade credit.
Although detailed figures are unavailable, automotive manufacturers typically experience long inventory cycles due to:
· complex supply chains
· high component inventories
· global logistics delays.
This implies significant working capital requirements.
The Price-Earnings (P/E) Ratio for Toyota Industries Corporation, we apply and calculated as: Share Price / EPS
Inventory Days + Receivables Days – Payables Days

3.2 Liquidity Challenges
Liquidity analysis further supports this assessment. The current ratio of approximately 1.26 indicates that Toyota maintains sufficient current assets to cover short-term liabilities, although the margin of safety is relatively limited. The quick ratio, which excludes inventory, is close to 1, suggesting that liquid assets are adequate but tightly managed. The relatively low cash ratio indicates that the firm does not rely heavily on idle cash reserves but instead depends on the efficient turnover of working capital components.
Despite these strengths, certain risks remain. The reduction in payables days suggests that Toyota is settling supplier obligations more quickly, which may strengthen supplier relationships but reduces the benefits of trade credit. Additionally, high inventory levels continue to tie up significant capital, potentially limiting financial flexibility. To address these challenges, Toyota should focus on further improving inventory efficiency through digital supply chain integration and advanced analytics. Maintaining an optimal balance between payables and receivables is also essential to sustain liquidity without compromising supplier relationships.

Conclusion for this chapter:
In conclusion, the working capital management analysis of Toyota Motor Corporation highlights a generally efficient yet carefully balanced approach to short-term financial management. The firm’s slightly negative cash conversion cycle indicates effective utilisation of supplier credit, enabling it to finance operations internally while maintaining liquidity. This reflects strong operational efficiency and aligns with financial management theory, which emphasises the importance of minimising the cash conversion cycle to enhance profitability and reduce reliance on external financing (Deloof, 2003; Richards and Laughlin, 1980).
Liquidity ratios further confirm that Toyota maintains adequate short-term financial stability, with the current and quick ratios indicating sufficient coverage of current liabilities. However, the relatively low cash ratio suggests a strategic reliance on working capital efficiency rather than holding excessive cash reserves, consistent with the trade-off between liquidity and profitability (Brealey, Myers and Allen, 2020; Gitman and Zutter, 2015).
Despite these strengths, certain challenges remain. High inventory levels continue to reflect the capital-intensive nature of the automotive industry, while declining payables days may reduce the benefits of trade credit and place pressure on liquidity. Therefore, continued improvements in inventory management, receivables control, and supplier negotiation are essential.
Overall, Toyota’s working capital strategy supports operational efficiency and financial resilience, but ongoing optimisation is required to sustain performance in a dynamic global environment.

CHAPTER 4 STRATEGIC FINANCIAL RESTRUCTURING PLAN 

Financial restructuring is a strategic process aimed at improving a firm’s financial stability, enhancing shareholder value, and ensuring long-term sustainability. For Toyota Motor Corporation, the financial analysis reveals strong profitability and operational scale, but also highlights challenges such as volatile free cash flow, moderate leverage, and evolving working capital dynamics. These factors necessitate a balanced and forward-looking restructuring strategy (Arnold, 2013; Brealey, Myers and Allen, 2020).
A primary focus of the restructuring plan is capital structure optimisation. Toyota currently operates with a moderate level of gearing, which provides tax advantages but also exposes the firm to financial risk, particularly in an environment of rising interest rates. To mitigate this risk, the company should gradually reduce its reliance on short-term debt and increase the proportion of long-term, fixed-rate financing. This would enhance financial stability and reduce refinancing risk. Additionally, selective equity financing could be employed to support large-scale investments in electric vehicles (EVs) and technological innovation. Financial theory suggests that an optimal capital structure balances the benefits of debt against the costs of financial distress, thereby maximising firm value (Modigliani and Miller, 1963; Myers, 2001).
Another key aspect of the restructuring strategy is portfolio rationalisation through selective divestiture. Given Toyota’s extensive global operations, there may be underperforming or non-core business segments that could be divested to improve efficiency and focus resources on high-growth areas. Divestiture can generate immediate cash inflows, enhance return on capital employed, and reduce operational complexity. However, such decisions must be carefully evaluated to ensure that they do not undermine strategic capabilities or long-term competitiveness (Pike and Neale, 2015; Berk and DeMarzo, 2020).
Strategic investment and collaboration are also critical components of the restructuring plan. The automotive industry is undergoing a significant transformation driven by electrification, digitalisation, and sustainability. To remain competitive, Toyota must continue to invest in EV technology, battery innovation, and digital mobility solutions. Forming strategic alliances or joint ventures can enable the firm to share risks, access new technologies, and accelerate innovation. Such partnerships are particularly valuable in capital-intensive industries where technological change is rapid and resource requirements are substantial (Hillier et al., 2019; Ross, Westerfield and Jordan, 2019).
Working capital and liquidity management also play a vital role in the restructuring process. While Toyota’s negative cash conversion cycle indicates efficient use of supplier credit, the declining trend in payables suggests reduced reliance on this source of financing. To strengthen liquidity, the firm should continue to optimise inventory levels, improve receivables collection processes, and maintain a balanced approach to payables management. Ensuring access to sufficient liquidity reserves and credit facilities is essential to support ongoing operations and investment activities (Gitman and Zutter, 2015; Brigham and Ehrhardt, 2017).
International financial considerations further complicate the restructuring strategy. As a global firm, Toyota is exposed to currency fluctuations, inflation, and varying regulatory environments. Currency risk can significantly impact profitability, particularly when revenues and costs are denominated in different currencies. To mitigate this risk, the firm should employ hedging strategies such as forward contracts and currency swaps. Inflationary pressures also require effective cost management and flexible pricing strategies. Additionally, tax optimisation must be conducted within the framework of international regulations to ensure compliance and minimise financial risk (Damodaran, 2012; Weetman, 2013).
Ethical and corporate social responsibility (ECSR) considerations are increasingly important in financial decision-making. Toyota has established a strong reputation for sustainability, particularly through its leadership in hybrid and electric vehicle technologies. The restructuring strategy should align with these values by prioritising environmentally sustainable investments and responsible supply chain practices. Ethical financial management not only supports regulatory compliance but also enhances brand reputation and stakeholder trust (Bodie, Kane and Marcus, 2021; Atrill and McLaney, 2022).
The proposed restructuring measures are expected to have a positive impact on shareholder value and financial flexibility. Optimising the capital structure can reduce the cost of capital, while divestiture and strategic investments can improve profitability and growth prospects. Enhanced working capital management strengthens liquidity and reduces reliance on external financing. At the same time, maintaining financial flexibility enables the firm to respond effectively to changing market conditions and emerging opportunities (Penman, 2013; Subramanyam, 2014).

Conclusion for this chapter:
In conclusion, the strategic financial restructuring plan for Toyota Motor Corporation focuses on achieving a balance between growth, efficiency, and risk management. By optimising its capital structure, rationalising its portfolio, investing in innovation, and strengthening liquidity, the firm can enhance its financial resilience and sustain its competitive advantage in the evolving global automotive industry (Arnold, 2013; Brealey, Myers and Allen, 2020).



	









CHPTER 5 INVESTMENT APPRAISAL AND CAPITAL BUDGETING

Investment appraisal constitutes a critical component of Toyota Motor Corporation’s strategic financial management, providing a structured basis for assessing the viability, risk profile, and long‑term profitability of proposed capital projects. As a firm operating within a highly capital‑intensive industry and undergoing a significant transition toward electrification and advanced mobility technologies, rigorous capital budgeting is essential for ensuring that investment decisions align with both operational demands and strategic objectives. Accordingly, this chapter conducts a detailed evaluation of three proposed investment projects A, B, and C, using established financial appraisal techniques, namely the Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR). All evaluations are performed using a discount rate of 10%, enabling a consistent basis for comparing the relative financial attractiveness and strategic suitability of each project.
While investment can be understood as the commitment of financial resources, typically in the form of cash at a specific point in time with the expectation of generating future economic benefits. This forward‑looking allocation of capital reflects Toyota Motor Corporation’s fundamental objective of enhancing long‑term value through anticipated financial gains, as highlighted in the principles of financial management taught within the UWTSD programme (Yeboah, 2026).
Step 1: Toyota Motor Corporation’s Cash Flow Overview.
Table 14 Cash Flow Overview
	Year
	Project A
	Project B
	Project C

	Initial
	£50m
	£50m
	£50m

	Year 1
	£10m
	£11m
	£5m

	Year 2
	£12m
	£11m
	£10m

	Year 3
	£14m
	£11m
	£20m

	Year 4
	£10m
	£11m
	£25m

	Year 5
	£8m
	£11m
	£5m




Step 2: Payback Period (PBP)
Project A
Cumulative: PBP = 4 + 4/8 = 4.5 years, when we know that year 1 = 10; year 2 = 22; year 3 = 36; year 4 = 46; and year 5 = 54. The remaining after year 4 = 50 – 46 = 4

Project B
Cumulative: PBP = 50/11 = 4.55 years, when we know that year 1 = 11; year 2 = 22; year 3 = 33; year 4 = 44; and year 5 = 55. The remaining after year 4 = 50 – 44 = 6
Project C
Cumulative: PBP = 3 + 15/25 = 3.6 years, when we know that year 1 = 5; year 2 = 15; year 3 = 35; and year 4 = 60. The remaining after year 3 = 15
Final Payback Period Calculation: 4 + 6/11 = 4.55 years.
PBP Ranking as:
1. C (fastest) 
2. A 
3. B 

Step 3: Accounting Rate of Return (ARR)
Formula: ARR = Average Profit / Initial Investment x 100
Depreciation: 50/5 = 10 per year
Project A
Total cash inflow = 54
Profit = 54 - 50 = 4
Average profit = 0.8
So, the ARR = 0.8/50 x 100 = 1.6%

Project B
Total cash inflow = 55
Profit = 1
So, the ARR = 2%

Project C
Total inflow = 65
Profit = 3
So, the ARR = 6%

ARR Ranking
1. C 
2. B 
3. A 

Step 4: Net Present Value (NPV)
Discount factor (10%): With the year DF 1 = 0.909; DF 2 = 0.826; DF 3 = 0.751; DF 4 = 0.683; and DF 5 = 0.621.
Project A
NPV = (10 x 0.909) + (12 x 0.826) + (14 x 0.751) + (10 x 0.683) + (8 x 0.621) – 50 = 9.09 + 9.91 + 10.51 + 6.83 + 4.97 – 50 = 41.31 – 50 = -8.69.
So, NPV = -8.69

Project B
NPV = 11(0.909) + 0.826 + 0.751 + 0.683 + 0.621) = 11 x 3.79 = 41.69 = -8.31.
So, NPV = -8.31

Project C
NPV = (5 x 0.909) + (10 x 0.826) + (20 x 0.751) + (25 x 0.683) + (5 x 0.621) = 4.55 + 8.26 +15.02 +17.08 + 3.11 = 47.99.
So, NPV = -2.01
NPV Ranking
1. C (least negative) 
2. B 
3. A 

Step 5: Profitability Index (PI)
Cumulative formula as: PV of Inflows / Initial Investment
Meaning:
A = 41.31 / 50 = 0.83
B = 41.69 / 50 = 0.83
C = 47.99 / 50 = 0.96

PI Ranking
1. C
2. B = A

Step 6: Internal Rate of Return (IRR)
Approximate:
· Project A = 7-8% 
· Project B = 7-8% 
· Project C = 9-10% 

IRR Ranking
1. C (closest to 10%) 
2. A / B 

Step 7: Overall Evaluation from the table below indicated that Project C dominates across all techniques apply in this section. 
Table 15 Overall Evaluation
	Method
	Best Project

	PBP
	C

	ARR
	C

	NPV
	C

	PI
	C

	IRR
	C




Step 8: Recommendation.
Project C should be selected despite slightly negative NPV, because:
· Financial Justification showing the strongest returns (ARR, IRR); fastest payback which supports liquidity; and highest efficiency (PI). 
· Link to Toyota’s Financial Position showing that Toyota indicate a tight liquidity and volatile cash flow; Project C recovers cash faster, reduces financing pressure, and aligns with risk management.

Step 9: Non-Financial Considerations on:
· Risks as political risk (global supply chains); technology risk (EV transition); and demand uncertainty. 
· Strengths as strong brand loyalty; global scale; and innovation capacity.
Meaning overall that Project C’s front-loaded returns reduce exposure to uncertainty.

Step 10: Capital Rationing (Max £100m) from the table below demonstrating possible combinations.

Table 16 Possible combinations
	Combination
	Total Investment
	Total NPV

	A + B
	100
	-17.0

	A + C
	100
	-10.7

	B + C
	100
	-10.3 (BEST)



Combination Total Investment Total NPV from the table below showing the Best Combination: B + C for the reason of:
· Highest combined NPV.
· Balanced cash flow that B = stable income and C = high return 

Table 17 Combination Total Investment Total NPV
	Combination
	Total Investment
	Total NPV

	A + B
	100
	-17.0

	A + C
	100
	-10.7

	B + C
	100
	-10.3 (BEST)




The Conclusion for this chapter:
The Conclusion for this chapter: The investment appraisal demonstrates that Project C is the most financially attractive option across all evaluation techniques. Its superior performance in terms of profitability, efficiency, and payback aligns with Toyota’s need to strengthen liquidity and manage financial risk. Under capital rationing, the combination of Projects B and C provides the optimal balance between stability and return. Overall, the analysis highlights the importance of integrating financial metrics with strategic and risk considerations to support effective capital budgeting decisions. The financial analysis reveals that Toyota Industries Corporation demonstrates strong revenue growth, stable profitability, and low financial risk. However, the company faces challenges related to low return on equity, volatile cash flows, and capital-intensive operations. Improving working capital efficiency, leveraging moderate debt financing, and focusing investments on EV-related technologies will strengthen financial performance. Strategic restructuring through divestitures, partnerships, and sustainable investment policies will further enhance long-term competitiveness. Investment appraisal results suggest that Project C offers the most attractive financial profile, while Project B and Project C together represent the optimal portfolio under capital rationing constraints. Through disciplined financial management and sustainable strategic investment, the company can strengthen its leadership position in the rapidly evolving global electric vehicle market.










CONCLUSION for the whole dissertation:
This financial strategic analysis has critically evaluated the performance of Toyota Motor Corporation over a five-year period, integrating ratio analysis, working capital assessment, financial restructuring, and investment appraisal. The findings reveal that the company has achieved strong revenue growth and stable profitability, with consistent operating margins and improving earnings per share. However, underlying challenges persist, particularly in liquidity management, cash flow volatility, and increasing leverage, which expose the firm to financial risk despite its overall resilience.
The working capital analysis highlights improvements in inventory management and receivables efficiency, although declining trade payables suggest reduced reliance on supplier credit, potentially placing pressure on short-term liquidity. These dynamics emphasise the need for a more balanced and optimised cash conversion cycle. In response, the proposed financial restructuring strategy—incorporating capital rebalancing, operational efficiency improvements, and selective divestment—aims to enhance financial flexibility while supporting long-term growth and sustainability.
The investment appraisal further demonstrates that Project C provides the most favourable financial returns, supported by superior performance across NPV, IRR, ARR, and payback metrics. Under capital rationing constraints, the combination of Projects B and C offers the optimal balance between risk and return, aligning with the firm’s strategic priorities and financial capacity.
Overall, this study underscores the importance of integrating financial discipline with strategic foresight. For Toyota, sustaining competitive advantage will depend on its ability to manage financial risk, optimise resource allocation, and adapt to evolving global market conditions while maintaining shareholder value and ethical responsibility.
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APPENDICES.

Appendix 1: Table1 & Graphic 1. Toyota Industries Corporation’s Five Years Financial Statement

Table1. Toyota Industries Corporation’s Five Years Financial Statement
	Years
	Operating Margin (%)

	2021
	5.6%

	2022
	5.9%

	2023
	5.0%

	2024
	5.2%

	2025
	5.4%



Graphic 1. Toyota Industries Corporation’s Five Years Financial Statement

Toyota Industries Corporation’s operating profit margin showed moderate fluctuations between 2021 and 2025, remaining within a stable 5%–6% range. The margin rose from 5.6% in 2021 to 5.9% in 2022, indicating improved efficiency, before declining to 5.0% in 2023 due to rising costs, supply chain disruptions, and increased investment. It then gradually recovered to 5.2% in 2024 and 5.4% in 2025, suggesting improved cost control and operational stability. Overall, the company maintained consistent performance despite industry volatility. However, relatively modest margins reflect competitive pressures, highlighting the need for enhanced efficiency, supply chain optimisation, and cost management to improve profitability and shareholder value.

2.2 Ratio analysis.

2.2.1 Profitability Analysis.
Appendix 2: The Return on Capital Employed (ROCE) & table 2 explanation. 
To assess and calculate of the Return on Capital Employed (ROCE) for Toyota Industries Corporation, we apply: ROCE = Operating Profit / Capital Employed x 100
Since current liabilities are not provided, we approximate that Capital Employed = Total Assets.
The following sections provide a step-by-step detailed calculation.
2021: 118,159 / 6,503,986 x 100 = 1.82%
2022: 159,066 / 7,627,120 x 100 = 2.09%
2023: 169,904 / 7,821,185 x 100 = 2.17%
2024: 200,404/ 11,078,462x 100 = 1.81%
2025: 221,695 / 9,403,481x 100 = 2.36%
Table 2 summarising the contents ROCE
	Year
	Operating Profit (¥m)
	Total Assets (¥m)
	ROCE

	2021
	118,159
	6,503,986
	1.82%

	2022
	159,066
	7,627,120
	2.09%

	2023
	169,904
	7,821,185
	2.17%

	2024
	200,404
	11,078,462
	1.81%

	2025
	221,695
	9,403,481
	2.36%



The table below is indicating that the ROCE remains relatively low (=1.8% - 2.4%), indicating that despite profit growth, capital utilisation is modest. The dip in 2024 reflects heavy asset expansion, while 2025 shows recovery.

Appendix 3: The Asset Turnover & table 3 explanation.

Table 3 summarising the contents of the Asset Turnover & provided step-by-step detailed calculation.
The Asset Turnover for Toyota Industries Corporation, we apply and calculated as: Net Sales / Total Asset.
The following sections provide a step-by-step detailed calculation.
2021: 2,118,302 / 6,503,986 = 0.33
2022: 2,705,183 / 7,627,120 = 0.35
2023: 3,379,891 / 7,821,185 = 0.43
2024: 3,833,205 / 11,078,462 = 0.35
2025: 4,084,984 / 9,403,481 = 0.43

Table 3 summarising the contents of the Asset Turnover
	Year
	Net Sales (¥m)
	Total Assets (¥m)
	Asset Turnover

	2021
	2,118,302
	6,503,986
	0.33

	2022
	2,705,183
	7,627,120
	0.35

	2023
	3,379,891
	7,821,185
	0.43

	2024
	3,833,205
	11,078,462
	0.35

	2025
	4,084,984
	9,403,481
	0.43



The table below is indicating that the Asset Turnover improved overall from 0.33 to 0.43, indicating better asset utilisation. The drop in 2024 reflects heavy investment in assets, followed by efficiency recovery.

Appendix 4: Net Operating Profit Margin Turnover & table 4 explanation.

The Operating Profit Margin Turnover for Toyota Industries Corporation, we apply and calculated as: Operating Profit / Revenue x 100.
The following sections provide a step-by-step detailed calculation for the Net Operating Profit Margin Turnover for Toyota Industries Corporation.
2021: 118,159 / 2,118,302 = 5.6%
2022: 159,066 / 2,705,183 = 5.9%
2023: 169,904 / 3,379,891 = 5.0%
2024: 200,404 / 3,833,205 = 5.2%
2025: 221,695 / 4,084,984 = 5.4%
Table 4 summarising the contents of the Net Operating Profit Margin Turnover
	Year
	Operating Profit (¥m)
	Net Sales (¥m)
	Operating Profit Margin

	2021
	118,159
	2,118,302
	5.6%

	2022
	159,066
	2,705,183
	5.9%

	2023
	169,904
	3,379,891
	5.0%

	2024
	200,404
	3,833,205
	5.2%

	2025
	221,695
	4,084,984
	5.4%



The net operating profit margin remains relatively stable between 5% and 6%, indicating consistent operational efficiency despite cost pressures and expansion.

2.2.2 Liquidity Analysis.
Appendix 5: Current ratio & table 5 explanation.

The Current Ratio for Toyota Industries Corporation, we apply and calculated as: Total Current Assets / Total Current Liabilities
The following sections provide a step-by-step detailed calculation.
2021: 22,776,800 / 21,460,466 = 1.06
2022: 23,722,290 / 21,842,161 = 1.09
2023: 26,459,781 / 23,959,715 = 1.10
2024: 34,714,279 / 29,177,909 = 1.19
2025: 37,078,676 / 29,434,220 = 1.26
Table 5 summarising the contents of Current Ratio
	Year
	Current Assets (¥m)
	Current Liabilities (¥m)
	Current Ratio

	2021
	22,776,800
	21,460,466
	1.06

	2022
	23,722,290
	21,842,161
	1.09

	2023
	26,459,781
	23,959,715
	1.10

	2024
	34,714,279
	29,177,909
	1.19

	2025
	37,078,676
	29,434,220
	1.26



The current ratio improved from 1.06 to 1.26, indicating stronger liquidity and enhanced ability to meet short-term obligations, reflecting improved working capital management and reduced financial risk over time.

Appendix 6: Quick Ratio or Acid Test & table 6 explanation.
The Quick Ratio for Toyota Industries Corporation, we apply and calculated as: Total Current Assets - Inventory / Total Current Liabilities
The following sections provide a step-by-step detailed calculation.
2021: 22,776,800 - 2,888,028 = 19,888,772 / 21,460,466 = 0.93
2022: 23,722,290 - 3,821,356 = 19,900,934 / 21,842,161 = 0.91
2023: 26,459,781 - 4,255,614 ​= 22,204,167 / 23,959,715 = 0.93
2024: 34,714,279 - 4,605,368 = 30,108,911 / 29,177,909 = 1.03 
2025: 37,078,676 - 4,598,232 = 32,480,444 / 29,434,220 = 1.10
Table 6 summarising the contents of Quick Ratio
	Year
	Quick Ratio

	2021
	0.93

	2022
	0.91

	2023
	0.93

	2024
	1.03

	2025
	1.10



The current ratio rose from 1.06 to 1.26, indicating improved liquidity and stronger ability to meet short-term obligations, reflecting enhanced working capital management and reduced short-term financial risk.

Appendix 7: Cash Ratio & the table 7 explanation.
The Cash Ratio for Toyota Industries Corporation, we apply and calculated as: Cash + Cash Equivalents / Total Current Liabilities x 100
The following sections provide a step-by-step detailed calculation.
2021: 5,100,857/ 21,460,466 = 0.24
2022: 6,113,655 / 21,842,161 = 0.28
2023:  / 23,959,715 = 0.31
2024: 9,412,060 / 29,177,909 = 0.32 
2025: 8,982,404 / 29,434,220 = 0.31
Table 7 summarising the contents of Cash Ratio
	Year
	Cash Ratio

	2021
	0.24

	2022
	0.28

	2023
	0.31

	2024
	0.32

	2025
	0.31



The quick ratio rose from 0.93 to 1.10 and the cash ratio from 0.24 to 0.31, indicating improved liquidity and financial resilience, supported by efficient working capital management.

2.2.3 Efficiency Analysis.

Appendix 8: Cost of Sales (COGS) & table 8 explanation.
To assess and calculate Cost of Sales (COGS) for Toyota Industries Corporation, we apply: Inventory / Cost of Sales x 365.
The following sections provide a step-by-step detailed calculation.
2021: 2,888,028/ 2,118,302 x 365 = 497 days
2022: 3,821,356 / 2,705,183 x 365 = 516 days
2023: 4,255,614 / 3,379,891 x 365 = 460 days
2024: 4,605,368 / 3,833,205 x 365 = 438 days
2025: 4,598,232 / 4,084,984 x 365 = 411 days
Table 8 summarising the contents Inventory Days
	Year
	Inventory (¥m)
	Net Sales (¥m)
	Inventory Days

	2021
	2,888,028
	2,118,302
	497 days

	2022
	3,821,356
	2,705,183
	516 days

	2023
	4,255,614
	3,379,891
	460 days

	2024
	4,605,368
	3,833,205
	438 days

	2025
	4,598,232
	4,084,984
	411 days



The table below is indicating that the Inventory days show a declining trend from 516 to 411 days, indicating improved inventory management and faster stock turnover. This suggests enhanced operational efficiency and better alignment between production and demand.

Appendix 9: Trade Payable days & table 9 explanation.
To assess and calculate Trade Payable days for Toyota Industries Corporation, we apply: Account Payable / Net Sales x 365.
The following sections provide a step-by-step detailed calculation.
2021: 4,045,939 / 2,118,302 x 365 = 697 days
2022: 4,292,092 / 2,705,183 x 365 = 580 days
2023: 4,986,309 / 3,379,891 x 365 = 538 days
2024: 5,251,357 / 3,833,205 x 365 = 500 days
2025: 5,527,347 / 4,084,984 x 365 = 494 days
Table 9 summarising the contents Trade Payable days
	Year
	Accounts Payable (¥m)
	Net Sales (¥m)
	Payables Days

	2021
	4,045,939
	2,118,302
	697 days

	2022
	4,292,092
	2,705,183
	580 days

	2023
	4,986,309
	3,379,891
	538 days

	2024
	5,251,357
	3,833,205
	500 days

	2025
	5,527,347
	4,084,984
	494 days



Trade payables days declined, indicating faster supplier payments and improved efficiency. Alongside reduced inventory days, this reflects stronger working capital management, though it may limit trade credit benefits and increase liquidity pressure.

2.2.4 Gearing and Financial Risk Analysis.

Appendix 10: Debt Ratio & table 10 explanation.

To assess and calculate the Debt Ratio is evaluated to provide further insight into the firm’s financial structure using the formula:
Debt Ratio = Total Debt / Total Assets × 100
The following sections provide a step-by-step detailed calculation.
2021: 25,659,635 / 62,267,140 = 41.2%
2022: 26,496,358 / 67,688,771 = 39.1%
2023: 29,380,273 / 74,303,180 = 39.5%
2024: 36,561,780 / 90,114,296 = 40.6%
2025: 38,792,879 / 93,601,350 = 41.4%
Table 10 summarising the contents Debt Ratio
	Year
	Total Debt (¥m)
	Total Assets (¥m)
	Debt Ratio

	2021
	25,659,635
	62,267,140
	41.2%

	2022
	26,496,358
	67,688,771
	39.1%

	2023
	29,380,273
	74,303,180
	39.5%

	2024
	36,561,780
	90,114,296
	40.6%

	2025
	38,792,879
	93,601,350
	41.4%



The debt ratio remained stable at 39-41%, indicating moderate leverage and a balanced capital structure. A 0.97 debt-to-equity ratio suggests equal reliance on debt and equity, with manageable but present financial risk.

2.2.5 Investment Ratios Analysis.

Appendix 11: The Earning Per Share (EPS) & the table 11 explanation.
The Earning Per Share (EPS) for Toyota Industries Corporation, we apply and calculated as: Net income / Number of ordinary shares
The following sections provide a step-by-step detailed calculation.
2021: 2,245,261 / 1,398 = 1,606.5
2022: 2,850,110 / 1,389 = 2,052.3
2023: 2,451,318 / 1,366 = 1,794.7
2024: 4,944,933 / 1,351 = 3,659.4
2025: 4,765,086 / 1,325 = 3,595.6
Table 11 summarising the Earning Per Share (EPS)
	Year
	Net Income (¥m)
	Shares (m)
	EPS (¥)

	2021
	2,245,261
	1,398
	1,606.5

	2022
	2,850,110
	1,389
	2,052.3

	2023
	2,451,318
	1,366
	1,794.7

	2024
	4,944,933
	1,351
	3,659.4

	2025
	4,765,086
	1,325
	3,595.6



Earnings per share increased significantly, indicating improved profitability and shareholder returns. A slight 2025 decline reflects lower net income, while reduced shares suggest buybacks, enhancing EPS and supporting investor confidence.

Appendix 12: The Price-Earnings (P/E) Ratio & table 12 explanation.
The Price-Earnings (P/E) Ratio for Toyota Industries Corporation, we apply and calculated as: Share Price / EPS
The following sections provide a step-by-step detailed calculation.
2021: 156.06 / 1,606.5 = 0.097
2022: 180.25 / 2,052.3 = 0.088
2023: 141.69 / 1,794.7 = 0.079
2024: 251.68 / 3,659.4 = 0.069
2025: 176.53 / 3,595.6 = 0.049
Table 12 summarising the Price-Earnings (P/E) Ratio
	Year
	Share Price (¥)
	EPS (¥)
	P/E Ratio

	2021
	156.06
	1,606.5
	0.097

	2022
	180.25
	2,052.3
	0.088

	2023
	141.69
	1,794.7
	0.079

	2024
	251.68
	3,659.4
	0.069

	2025
	176.53
	3,595.6
	0.049



The P/E ratio appears understated due to currency mismatch; adjusted to ~7.36 in 2025, suggesting potential undervaluation or cautious growth expectations, reflecting moderate investor confidence and perceived risk.

Appendix 13: Dividends per share (DPS) & table 13 explanation. 
The Dividends per share (DPS) Ratio for Toyota Industries Corporation, we apply and calculated as: Dividends / Number of ordinary shares. 
Table 13 summarising the Price-Earnings (P/E) Ratio
	Year
	DPS (¥)

	2021
	47

	2022
	52

	2023
	60

	2024
	75

	2025
	90



Dividend per share shows consistent growth, indicating strong cash flow, financial stability, and commitment to shareholder returns, signalling positive managerial expectations and attracting income-focused investors.

Appendix 14: Cash Flow Analysis & the explanation.

The following sections provide a step-by-step detailed calculation.
The Cash Flow Analysis for Toyota Industries Corporation, we use the formula:
1. Operating Cash Flow (OCF) = Net Income + non-cash expenses +_ Changes in Working Capital. (4,765,086 + 2,251,233 - 2,520,000 – 275,990 = 4,765,309). 
2. Investing Cash Flow (ICF) = - Purchase of PPE + Sale of Assets +_ Investments. (-1,126,138 - 1,622,641 = 2,748,779).
3. Financing Cash Flow (FCF – Financing Activities) = Debt issued - Debt repaid - Dividends paid - Share buybacks. (2,231,099 - 119,250 = 2,111,849).
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