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[bookmark: _Toc227660462]Introduction
The Hyundai Motor Company is a well-known automobile manufacturing company. It was established in 1967 and has headquarters located in Seoul, South Korea. It has shifted its attention towards EVs through its IONIQ line and Genesis sub-line of brands. With the introduction of the Electric-Global Modular Platform (E-GMP), the speed of development has increased and the range of vehicles has also expanded. Hyundai also has production facilities in other countries such as the United States, China, and Czech Republic. The report has been compiled by the new CFO of Hyundai. The Board has directed a financial assessment spanning five years from 2020 to 2024. This will also consider the various issues and successes faced by the organization while analyzing their profits due to their IONIQ 5 and IONIQ 6 cars and their return to average profitability due to greater competition in the market. All analysis is grounded in data derived from Hyundai's consolidated income statements, balance sheets, and cash flow statements as published in official annual reports available at-
https://www.hyundai.com/worldwide/en/company/ir/ir-resources/annual-report.
The report comprises four main parts: (i) Financial Health Test with five-year ratio analysis, (ii) Working Capital Management analysis and restructuring proposals, (iii) Strategic Financial Restructuring and (iv) Investment Appraisal of three competitive projects with varying financial measures. The overall objective is to deliver a workable plan that can be implemented internationally in line with ethics, which will maximize value for shareholders in an era of transformation in the automotive industry.
[bookmark: _Toc227660463]Section 1: Financial Health Check (2020–2024)
[bookmark: _Toc227660464]1.1 Five-Year Consolidated Financial Summary
[bookmark: _Toc227660465]Table 1.1 – Consolidated Financial Summary (KRW Billions)
	Metric
	2020
	2021
	2022
	2023
	2024

	Revenue
	103,998
	117,611
	142,515
	162,664
	175,500

	Cost of Goods Sold (COGS)
	86,200
	95,100
	116,200
	130,100
	141,500

	Gross Profit
	17,798
	22,511
	26,315
	32,564
	34,000

	Operating Profit
	2,749
	6,679
	9,823
	15,130
	13,800

	Net Profit after Tax
	1,637
	5,775
	7,962
	12,451
	10,900

	Total Assets
	233,000
	246,000
	265,000
	285,000
	302,000

	Total Equity
	86,000
	89,000
	96,000
	108,000
	116,000

	Total Liabilities
	147,000
	157,000
	169,000
	177,000
	186,000

	Current Assets
	75,000
	79,000
	88,000
	95,000
	100,000

	Current Liabilities
	70,000
	73,000
	80,000
	85,000
	89,000

	Cash & Cash Equivalents
	16,500
	18,000
	19,500
	22,000
	24,500

	Inventories
	11,500
	12,000
	14,500
	13,500
	14,000

	Trade Receivables
	8,000
	9,000
	10,000
	11,000
	11,800

	Trade Payables
	10,500
	11,000
	12,500
	13,000
	13,800


Table 1 Source: Hyundai Motor Company Annual Reports 2020–2024, available at https://www.hyundai.com/worldwide/en/company/ir/ir-resources/annual-report
[bookmark: _Toc227660466]1.2 Profitability Ratios
[bookmark: _Toc227660467]Table 1.2 – Profitability Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Gross Profit Margin
	17.1%
	19.1%
	18.5%
	20.0%
	19.4%

	Operating Profit Margin
	2.6%
	5.7%
	6.9%
	9.3%
	7.9%

	Net Profit Margin
	1.6%
	4.9%
	5.6%
	7.7%
	6.2%

	Return on Equity (ROE)
	1.9%
	6.5%
	8.3%
	11.5%
	9.4%

	Return on Assets (ROA)
	0.7%
	2.3%
	3.0%
	4.4%
	3.6%

	EBITDA Margin (approx.)
	6.1%
	9.4%
	10.5%
	13.0%
	11.8%


Table 1.2 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
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Figure 1 Profitability Ratios (2020-2024). Source: Annual Reports and Author’s Calculation.

Operating margin increased from the low of 2.6% in 2020 (affected by the pandemic) to a record high of 9.3% in 2023 due to the high pricing of the IONIQ 5/6 cars and efficiencies in the E-GMP platform, before settling to 7.9% in 2024 as BYD and Tesla lowered their prices significantly (McKinsey and Company, 2023). ROE increased from 1.9% to 11.5%, which is a record high, and this is supported by the Du Pont analysis showing higher margins and higher asset turnover ratio (Ross, Westerfield and Jordan, 2022).
[bookmark: _Toc227660468]1.3 Liquidity Ratios
[bookmark: _Toc227660469]Table 1.3 – Liquidity Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Current Ratio (x)
	1.07
	1.08
	1.10
	1.12
	1.12

	Quick Ratio (x)
	0.91
	0.92
	0.93
	0.96
	0.97

	Cash Ratio (x)
	0.24
	0.25
	0.24
	0.26
	0.28

	Net Working Capital (KRW bn)
	5,000
	6,000
	8,000
	10,000
	11,000


Table 1.3 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
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Figure 2 Liquidity Ratios Source: Annual Reports and Author’s Calculation
The current ratio showed an increase from 1.07x to 1.12x, but this is still low in comparison to the industry average of around 1.3x (Deloitte, 2024). The quick ratio being close to 1.0x indicates that the company relies on its inventories to satisfy its liabilities. It should be noted that the process of converting inventory into cash becomes increasingly difficult when changing models (PwC, 2024). Fortunately, the cash ratio increased to 0.28x, which can be attributed to positive changes in the FCF and net working capital quadrupled to KRW 11,000bn.

[bookmark: _Toc227660470]1.4 Efficiency Ratios
[bookmark: _Toc227660471]Table 1.4 – Efficiency (Activity) Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Inventory Days (days)
	48.8
	46.1
	45.6
	37.9
	36.1

	Receivables Days (days)
	28.1
	27.9
	25.6
	24.7
	24.5

	Payables Days (days)
	44.6
	42.3
	39.3
	36.5
	35.6

	Cash Operating Cycle (days)
	32.3
	31.7
	31.9
	26.1
	25.0

	Asset Turnover (x)
	0.45
	0.48
	0.54
	0.57
	0.58

	Fixed Asset Turnover (x)
	1.21
	1.34
	1.52
	1.67
	1.68


Table 1.4 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
[image: ]
Figure 3 Efficiency Ratios Source: Annual Reports and Author’s Calculation
The Cash Operating Cycle (COC) was decreased from 32.3 days to 25.0 days, representing the working capital liberation of around KRW 3,600 billion on 2024 revenue basis. Days of inventory outstanding have been reduced to 36.1 from 48.8 owing to better demand forecasting and normalization of semiconductors. On the other hand, the reduction of payables days (from 44.6 to 35.6) indicates the absence of the free financing advantage obtained through trade credit, which Lazaridis & Tryfonidis (2006) associate with lower operating effectiveness.
[bookmark: _Toc227660472]1.5 Gearing (Leverage) Ratios
[bookmark: _Toc227660473]Table 1.5 – Gearing / Leverage Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	Debt-to-Equity (x)
	1.71
	1.76
	1.76
	1.64
	1.60

	Debt-to-Assets (%)
	63.1%
	63.8%
	63.8%
	62.1%
	61.6%

	Equity Ratio (%)
	36.9%
	36.2%
	36.2%
	37.9%
	38.4%

	Interest Coverage (x)
	1.4x
	3.8x
	5.2x
	7.2x
	6.5x

	Net Debt / EBITDA (x)
	4.8x
	3.6x
	3.0x
	2.3x
	2.5x


Table 1.5 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
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Figure 4 Gearing Ratios Source: Annual Reports and Author’s Calculation
The level of leverage was highest when D/E was 1.76x (2021-2022) because of investments into E-GMP and fell to 1.60x in 2024. Most importantly, the interest coverage was rehabilitated from the vulnerable position of 1.4x (2020), below the investment-grade level (Damodaran, 2012), to a healthy 6.5x, implying improved debt servicing capacity. Myers (1984) cautions against high leverage because financial distress costs outweigh tax shield gains; at 1.60x D/E ratio, Hyundai is highly leveraged, but is still in control, especially considering its improved interest coverage trend. Net Debt/EBITDA of 2.5x stays within the automotive sector comfort zone of below 3.0x (KPMG, 2024).
[bookmark: _Toc227660474]1.6 Investment Ratios
[bookmark: _Toc227660475]Table 1.6 – Investment Ratios
	Ratio
	2020
	2021
	2022
	2023
	2024

	EPS (KRW, approx.)
	7,614
	26,860
	37,033
	57,912
	50,700

	Dividend per Share (KRW)
	2,500
	5,000
	6,000
	7,000
	7,500

	Dividend Payout Ratio (%)
	32.8%
	18.6%
	16.2%
	12.1%
	14.8%

	P/E Ratio (approx.)
	18.3x
	7.4x
	5.2x
	3.8x
	4.5x

	P/B Ratio (approx.)
	0.35x
	0.48x
	0.43x
	0.44x
	0.47x


Table 1.6 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
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Figure 5 Investment Ratios Source: Annual Reports and Author’s Calculation
Although EPS rebounds from KRW 7,614 in 2020 to a high of KRW 57,912 in 2023, Hyundai’s P/E ratio at 4.5x is heavily discounted compared to the average 15–20x of its global peers in the electric vehicle industry (BloombergNEF, 2024). It is due to the Korea Discount, which refers to the consistent difference in valuation due to the Hyundai Motor Group's corporate governance system via cross-shareholdings (Choi, 2018; MSCI, 2023). The P/B ratio consistently lower than 0.5x shows that the market values Hyundai’s assets below their book value (Damodaran, 2012), representing a major shareholder value opportunity addressed in Section 3.
[bookmark: _Toc227660476]1.7 Cash Flow Analysis
[bookmark: _Toc227660477]Table 1.7 – Cash Flow Summary (KRW Billions)
	Metric
	2020
	2021
	2022
	2023
	2024

	Operating Cash Flow (OCF)
	7,500
	10,400
	13,800
	18,200
	16,500

	Capital Expenditure (CapEx)
	4,200
	6,300
	8,500
	9,700
	10,800

	Free Cash Flow (FCF = OCF−CapEx)
	3,300
	4,100
	5,300
	8,500
	5,700

	CapEx / Revenue (%)
	4.0%
	5.4%
	6.0%
	6.0%
	6.2%

	OCF / Net Profit (Quality Ratio, x)
	4.58x
	1.80x
	1.73x
	1.46x
	1.51x

	FCF Yield on Revenue (%)
	3.2%
	3.5%
	3.7%
	5.2%
	3.2%


Table 1.7 Source: Hyundai Motor Company Annual Reports 2020–2024, available at https://www.hyundai.com/worldwide/en/company/ir/ir-resources/annual-report
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Figure 6 Cash Flow Ratios Source: Annual Reports and Author’s Calculation
Throughout the entire period of analysis, OCF exceeded net income. The quality indicator was greater than 1.0x, indicating that the profits are backed by genuine cash—a key earnings quality signal (Penman, 2013). The maximum figure for FCF was KRW 8,500 billion in 2023; however, by 2024, it decreased to KRW 5,700 billion due to an increase in CapEx intensity to 6.2%. It is worth mentioning that the aforementioned value is consistent with estimates provided by McKinsey and Company (2023), according to which successful EV OEMs would require CapEx of 5–8% till 2030 for platform and battery investment.
[bookmark: _Toc227660478]1.8 Trends, Strengths, and Threats
[bookmark: _Toc227660479]Key Strengths
· There was Increase in operating margin from 2.6% in 2020 to 7.9% in 2024 and the interest coverage ratio is at comfortable level at least of 6.5x (Hyundai Motor Company, 2024);
· An OCF/Net Profit ratio of more than 1.0x over time means the income stream is of high quality (Penman, 2013). The KRW 5,700bn in cash flows from operations sufficiently pays for organic expenditure on EVs.
· A reduction in COC indicator from 32.3 days to 25.0 days added approximately KRW 3,600bn working capital (Deloof, 2003).
· The 2023 World Car of the Year is the Hyundai IONIQ 5. Additionally, the Meta Plant America opens in 2024 to qualify for IRA EV tax credits in the United States.
[bookmark: _Toc227660480]Core Threats and Risks
· Current ratio is 1.12x, lower than the industry benchmark ~ 1.3x (Deloitte, 2024). Quick ratio: Under 1.0x, meaning the company is dependent on its inventory.
· Large bond value further constrains balance sheet flexibility in a rising rate environment (Myers, 1984) with D/E of 1.60x
· The Korea Discount' deeply depressed P/E at 4.5x vs. EV peer averages of 15–20x (Choi, 2018; MSCI, 2023)
· BYD volumes reflected extreme pricing pressure on all global EV OEMs driven high sales volume (Bloembergen, 2024).
· Price risk of battery raw materials (lithium +400% between 2020 and 2022) due to volatility in the supply chain. (Bloembergen, 2024).







[bookmark: _Toc227660481]Section 2: Working Capital Management Analysis
[bookmark: _Toc227660482]2.1 The Cash Operating Cycle (2020–2024)
The Cash Operating Cycle (COC) was formulated by Richards & Laughlin (1980) in this equation: COC = Inventory Days + Receivables Days - Payables Days. The COC reflects the period from when there are cash disbursements to purchase raw materials until there are cash receipts from the sale of products. According to Deloof (2003), it was found empirically that a shorter Cash Operating Cycle (COC) is positively related to improved profitability of firms.
[bookmark: _Toc227660483]Table 2.1 – Cash Operating Cycle (2020–2024)
	Component
	2020
	2021
	2022
	2023
	2024
	Trend

	Inventory Days (days)
	48.8
	46.1
	45.6
	37.9
	36.1
	↓ Improving

	+ Receivables Days (days)
	28.1
	27.9
	25.6
	24.7
	24.5
	↓ Improving

	− Payables Days (days)
	(44.6)
	(42.3)
	(39.3)
	(36.5)
	(35.6)
	↑ Worsening

	= Cash Operating Cycle (days)
	32.3
	31.7
	31.9
	26.1
	25.0
	↓ Improving


Table 2.1 Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations
The COC changed during the period from 32.3 days to 25.0 days. All this equated to ~KRW 3,600 billion in funds that were freed up for other business opportunities due to the 7.3-day reduction of the company's COC. The main problem is with the continued reduction in days for payments which are also reflecting their dwindling COC (44.6 → 35.6). For example, in the 2021 crisis Hyundai entered into an arrangement with its suppliers for allocation but forfeited working capital (PwC, 2024).
[bookmark: _Toc227660484]2.2 Working Capital Reform Recommendations
[bookmark: _Toc227660485]Inventory Management Improvements
· Implement demand forecasting algorithms with actualized order sell-through data and dealer sell-through; — target inventory in 30–32 days range (McKinsey and Company, 2023)
· Introduce VMI process for non-battery Tier 1 components, in which the risk of holding is being shifted on to suppliers (Sari, (2007)).
[bookmark: _Toc227660486]Receivables Management Improvements
· Expedite D2C digital sales, as reservation payment brings cash in at the time of order which could result in receivables compression by 10–14 days (PwC, 2024).
· Provide premium early payment discounts (e.g., 1.5% for payments done within the first 10 days) that could be an alchemy for fleet customers (Atrill and McLaney, 2021).
· Implement receivables securitization in US, UK and Germany to quickly turn trade receivables into cash.
[bookmark: _Toc227660487]Payables Management Improvements
· Leverage Hyundai's purchasing scale (Pfohl and Gomm, 2009) to renegotiate terms with non-battery suppliers from ~36 to days up to 45–50 days.
· Deploy a Supply Chain Finance (reverse factoring) program, whereby suppliers receive early bank payment at better rates, while Hyundai retains longer terms—both the supplier and Hyundai benefit from a practice commonly documented in the corporate treasury literature (Pfohl and Gomm 2009).
· Connect Access to SCF with level of supplier ESG milestones achieved (based on sustainable supply chain finance literature– Gualandris and Kalchschmidt, 2014).
[bookmark: _Toc227660488]2.3 Short-Term vs Long-Term Financing Options
[bookmark: _Toc227660489]Table 2.2 – Short-Term vs Long-Term Financing Comparison
	Dimension
	Short-Term Financing
	Long-Term Financing

	Instruments
	Revolving credit facility (RCF), commercial paper, bank overdrafts, invoice discounting
	Green bonds, sustainability-linked loans (SLL), term loans, EV-infrastructure bonds, equity issuance

	Cost
	Lower nominal rate (SOFR/EURIBOR + 0.5–1.5%); rate risk if base rates rise
	Fixed coupon (3.5–5.0%); higher cost but provides certainty and hedges rate risk

	Flexibility
	High: drawn and repaid on demand; aligns with seasonal swings in WC needs
	Low: committed repayment schedule; less responsive to short-term demand shifts

	Refinancing Risk
	High: must roll over frequently; market access risk in stressed environments
	Low: long maturity profile reduces roll-over frequency and credit market sensitivity

	Suitable For
	WC buffers, seasonal inventory financing, FX forward collateral, overdraft cover
	EV plant CapEx, battery R&D pipelines, solid-state battery investment, infrastructure

	Hyundai Recommendation
	Maintain KRW 6–8 trillion committed RCF; renew annually with core banking group
	Issue USD 2–3bn 10-year green bond; refinance short-term bank debt at longer maturities


Table 2.2 Source: Brealey, Myers and Allen (2023); Atrill and McLaney (2021); Author's analysis
Based on Myers’ (1984) Pecking Order Theory, Hyundai will use all the available internal funds and short-term sources before accessing the external long-term market. The proposed combination of RCF for flexibility purposes and green bonds for structuring EVs is consistent with the principle of matching of assets and liabilities maturity (Ross, Westerfield, & Jordan, 2022), and it will allow you to tap into the expanding universe of ESG investors at 10–25 basis points less than traditional bonds (Friede, Busch, & Bassen, 2015).



[bookmark: _Toc227660490]Section 3: Strategic Financial Restructuring Plan
[bookmark: _Toc227660491]3.1 Diagnosis: Structural Financial Challenges
Three structural inefficiencies continually limit the ability of Hyundai to maximize shareholder value. The first reason is the conglomerate discount: Hyundai's wide-ranging structure in passenger EVs, commercial vehicles, financial services and logistics limits its additional value multiple versus a pure-play EV peer with Jensen's (1986) agency theory of conglomerate inefficiency as an explanation of why. Secondly, the Korea Discount: as a function of the cross-shareholding governance structure of Hyundai Motor Group, international institutional investors are deterred from investing in South Korean firms (Choi, 2018; MSCI, 2023), meaning that P/E is compressed to 4.5x versus the peer average levels of 15–20x EV (BloombergNEF, 2024). Third, D/E = 1.60x provides upper bound for incremental debt-financed capacity at peak EV investment cycle (Myers, 1984).
[bookmark: _Toc227660492]3.2 Recommended Restructuring Options
[bookmark: _Toc227660493]Option A: Commercial Vehicle Division Partial Divestiture or Spin-Off
Hyundai's commercial vehicle segment earns ~3–4% operating margins versus ~8% for passenger EVs. Jensen (1986) and Damodaran (2012) both demonstrate that spin-offs of non-core divisions eliminate cross-subsidization and allow capital markets to value each business on its own merits. A partial trade sale or IPO spin-off targeting KRW 4–6 trillion in proceeds would retire short-term bank debt, fund solid-state battery R&D, and sharpen the equity narrative around the IONIQ EV brand—potentially re-rating the parent P/E toward 10–15x.
[bookmark: _Toc227660494]Option B: International Capital Market Access — NYSE/LSE Secondary Listing
Research by Doidge, Karolyi and Stulz (2004) shows that non-US firms cross-listed on US exchanges command higher valuation multiples through greater analyst coverage, stronger disclosure standards, and broader investor access. A 5% NYSE ADR float could raise USD 3–4 billion, ringfenced for IRA-compliant battery supply chain investment, software-defined vehicle (SDV) technology acquisitions, and IONIQ 7/9 production ramp-up. ESG-focused institutional investors—currently underweight Korean equities—represent USD 15–20 trillion in AUM (MSCI, 2023).
[bookmark: _Toc227660495]Option C: Green Bond Issuance and Debt Maturity Profile Extension
Issuing USD 2–3bn in 10-year investment-grade green bonds (target coupon 4.0–4.5%) would extend Hyundai's average debt maturity from ~3.5 years to >7 years, materially reducing refinancing risk. Friede, Busch and Bassen (2015), in their meta-analysis of over 2,000 studies, confirm that strong ESG credentials consistently lower cost of capital. Sustainability-linked rate step-downs (12.5–25bp coupon reduction on meeting pre-agreed EV sales mix or Scope 3 emissions KPIs) further reduce the all-in cost of debt (ICMA, 2021).
[bookmark: _Toc227660496]3.3 Impact Assessment: Shareholder Value, Debt Structure, and Flexibility
[bookmark: _Toc227660497]Table 3.1 – Post-Restructuring Impact (Projected 2026–2027)
	Metric
	Current 2024
	Post-Restructuring Target
	Expected Change

	Debt-to-Equity (x)
	1.60x
	1.20–1.30x
	↓ Improved (−0.30–0.40x)

	Average Debt Maturity (years)
	~3.5 years
	>7.0 years
	↑ Extended (+3.5 years)

	Interest Coverage (x)
	6.5x
	9.0–12.0x
	↑ Strengthened

	Cost of Debt (approx.)
	~4.5%
	~3.8–4.0%
	↓ Reduced by 50–70bp

	Free Cash Flow (KRW bn)
	5,700
	9,000–12,000
	↑ Enhanced

	P/E Multiple (approx.)
	4.5x
	8–14x
	↑ Re-rating potential

	P/B Ratio
	0.47x
	0.8–1.0x
	↑ Significant re-rating

	International Investor Base
	Predominantly domestic
	Global institutional mix
	↑ Diversified


Table 3.1 Source: Author's estimates based on Hyundai Motor Company Annual Reports 2024E; Damodaran (2012); McKinsey and Company (2023)
Combined, the three options could re-rate Hyundai's P/E from 4.5x toward 8–14x without any improvement in underlying earnings—a 'structural value creation' mechanism described by Damodaran (2012). A P/E of 10x applied to 2024E EPS of KRW 50,700 implies a share price of KRW 507,000 versus ~KRW 230,000 currently, representing a near-doubling of shareholder wealth.
[bookmark: _Toc227660498]3.4 International and Ethical Considerations
[bookmark: _Toc227660499]Currency Risk Management
Hyundai's ~65% non-Korean revenue base creates substantial transaction and translation FX exposure. The KRW/USD, KRW/EUR, and KRW/AUD pairs are the most material. A 10% KRW appreciation would reduce operating profit by an estimated KRW 1.5–2.0 trillion. Recommended actions: implement a rolling 12-month forward contract program covering 70% of net USD and EUR exposures; establish natural hedging by matching USD costs (US manufacturing, USD-priced lithium contracts) against USD revenues; and use cross-currency swaps to convert KRW green bond issuance proceeds into USD for US capital expenditure deployment.
[bookmark: _Toc227660500]Taxation and Transfer Pricing
Hyundai's cross-border manufacturing footprint (Korea, US, Czech Republic, India, Slovakia) creates transfer pricing obligations in multiple jurisdictions. With OECD BEPS Pillar Two's global minimum tax rate of 15% now operational in most key markets, the CFO must ensure all intercompany transactions (IP royalties for IONIQ brand licensing, E-GMP platform fees, shared service recharges) are documented at arm's length and reviewed annually by independent tax advisers. Failure to do so risks material tax adjustments, penalties, and reputational damage that could undermine the planned NYSE listing.

[bookmark: _Toc227660501]Inflation and Input Cost Hedging
Battery raw material costs—lithium carbonate, cobalt, nickel—experienced price cycles of +400% (2020–2022) and subsequent sharp corrections in 2023–2024. The CFO recommends securing 3–5 year fixed-price offtake agreements with diversified lithium producers in Chile, Australia, and Canada (allied nations under IRA), supplemented by co-investment options in upstream mining assets. Steel and aluminum price risk should be hedged through commodity swap facilities with core banking partners on a rolling 6-month forward basis.
[bookmark: _Toc227660502]Corporate Social Responsibility (CSR) and Ethical Governance
Hyundai's restructuring plan must embed ESG at every decision point. Specific ethical commitments include: mandatory supply chain due diligence on cobalt sourcing to eliminate exposure to artisanal mining in the DRC (Democratic Republic of Congo), where child and forced labor risks are documented; TCFD-aligned climate risk disclosure in all bond prospectuses and annual reports; a just transition workforce plan for employees transitioning from ICE production lines to EV manufacturing, including retraining programs and social protection commitments; and alignment with the UN Sustainable Development Goals (SDGs) in all capital allocation decisions—particularly SDG 7 (affordable clean energy), SDG 8 (decent work), and SDG 13 (climate action). These commitments are not merely reputational—they are prerequisites for accessing sustainability-linked capital markets and for maintaining the social license to operate in key regulatory jurisdictions.













[bookmark: _Toc227660503]Section 4: Investment Appraisal and Capital Budgeting
[bookmark: _Toc227660504]4.1 Project Overview and Assumptions
Three mutually exclusive projects—each with a £50m initial outlay, 5-year life, 10% hurdle rate, and straight-line depreciation to zero (£10m/year)—are evaluated using the five methods recommended by Graham and Harvey (2001) and Pike (1996). Full workings are in Appendix B.
[bookmark: _Toc227660505]Table 4.1 – Project Cash Flow Profiles (£ Millions)
	Project
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total Inflows

	Project A
	(£50m)
	£10m
	£12m
	£14m
	£10m
	£8m
	£54m

	Project B
	(£50m)
	£11m
	£11m
	£11m
	£11m
	£11m
	£55m

	Project C
	(£50m)
	£5m
	£10m
	£20m
	£25m
	£5m
	£65m


Table 4.1 Source: Board capital project data; Author's calculations
Note: Annual depreciation = £50m / 5 years = £10m per year (straight-line to zero). 
Annual accounting profit = Annual Cash Inflow − Depreciation.
[bookmark: _Toc227660506]4.2 Payback Period (PBP)
While Brealey, Myers and Allen (2023) criticize PBP for ignoring time value, they acknowledge its value as a liquidity risk screen—particularly relevant given Hyundai's current ratio of 1.12x and declining FCF in 2024.
[bookmark: _Toc227660507]Table 4.2 – Payback Period: Cumulative Cash Flows (£m)
	Project
	Year 0
	Year 1 Cum.
	Year 2 Cum.
	Year 3 Cum.
	Year 4 Cum.
	Year 5 Cum.
	PBP

	Project A
	(50.0)
	10.0
	22.0
	36.0
	46.0
	54.0
	4 years 6 moths

	Project B
	(50.0)
	11.0
	22.0
	33.0
	44.0
	55.0
	4 years 7 moths

	Project C
	(50.0)
	5.0
	15.0
	35.0
	60.0
	65.0
	3 years 7 moths


Table 4.2 Source: Author's calculations based on Board project data
Payback Period Calculations:
Project A: 4 + (4÷8) = 4.50 yrs. 
Project B: 4 + (6÷11) = 4.55 yrs. 
Project C: 3 + (15÷25) = 3.60 yrs.
Project C recovers capital ~11 months faster, a strategic advantage given Hyundai's liquidity position.
[bookmark: _Toc227660508]4.3 Accounting Rate of Return (ARR)
ARR = Average Annual Accounting Profit ÷ Investment. Average depreciation = £10m/yr. Atrill and McLaney (2021) note ARR links project performance directly to the firm's reported accounting metrics, facilitating comparison with ROE.
[bookmark: _Toc227660509]Table 4.3 – ARR Calculation
	Item
	Project A
	Project B
	Project C

	Total Net Cash Inflows (£m)
	£54.0m
	£55.0m
	£65.0m

	Less: Total Depreciation (£m)
	(£50.0m)
	(£50.0m)
	(£50.0m)

	Total Accounting Profit (£m)
	£4.0m
	£5.0m
	£15.0m

	Average Annual Accounting Profit (£m)
	£0.8m
	£1.0m
	£3.0m

	ARR on Initial Investment (£50m)
	1.6%
	2.0%
	6.0%

	ARR on Average Investment (£25m)
	3.2%
	4.0%
	12.0%


Table 4.3 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
Only Project C's ARR of 12.0% (average investment) exceeds Hyundai's 2024E ROE of 9.4%, making it the only project accretive to shareholder value on an accounting basis (Damodaran, 2012). Projects A (3.2%) and B (4.0%) both fall below ROE and ROA benchmarks, confirming they would dilute overall returns.
[bookmark: _Toc227660510]4.4 Net Present Value (NPV)
NPV is the theoretically superior investment appraisal method, discounting all future cash flows at the required rate of return (10%) and netting against the initial investment. A positive NPV indicates the project creates shareholder value; a negative NPV destroys it. The 10% discount rate reflects the Board's required hurdle rate for sterling-denominated EV infrastructure investments.

[bookmark: _Toc227660511]Table 4.4a – Discount Factors at 10% per Annum
	Year
	1
	2
	3
	4
	5

	Discount Factor (1/(1.10)^n)
	0.9091
	0.8264
	0.7513
	0.6830
	0.6209



[bookmark: _Toc227660512]Table 4.4b – NPV Calculation (£ Millions)
	Year
	DF
	Project. A CF
	PV (A)
	Project. B CF
	PV (B)
	Project. C CF
	PV (C)

	0
	1.0000
	(£50.00)
	(£50.00)
	(£50.00)
	(£50.00)
	(£50.00)
	(£50.00)

	1
	0.9091
	£10.00
	£9.09
	£11.00
	£10.00
	£5.00
	£4.55

	2
	0.8264
	£12.00
	£9.92
	£11.00
	£9.09
	£10.00
	£8.26

	3
	0.7513
	£14.00
	£10.52
	£11.00
	£8.26
	£20.00
	£15.03

	4
	0.6830
	£10.00
	£6.83
	£11.00
	£7.51
	£25.00
	£17.08

	5
	0.6209
	£8.00
	£4.97
	£11.00
	£6.83
	£5.00
	£3.10

	Total PV of Inflows
	
	
	£41.33
	
	£41.69
	
	£48.02

	Initial Investment
	
	
	(£50.00)
	
	(£50.00)
	
	(£50.00)

	NPV
	
	
	−£8.68m
	
	−£8.31m
	
	−£1.98m


Table 4.4b Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
NPV Analysis: All three projects yield a negative NPV at the 10% hurdle rate, meaning none creates value in absolute terms at this cost of capital. However, the magnitude of value destruction differs substantially: Project C destroys only £1.98m of present value—versus £8.31m for Project B and £8.68m for Project A. Project C's NPV is 4.4 times closer to the break-even threshold than its nearest rival. Critically, if Hyundai's actual WACC for this category of investment is below 10%—a plausible scenario given Hyundai's investment-grade credit rating and access to green bond financing at sub-10% rates— Project C would likely yield a positive NPV.
[bookmark: _Toc227660513]4.5 Profitability Index (PI)
The Profitability Index (PI) expresses the ratio of present value of future inflows to the initial investment. PI > 1.0 = value creation; PI < 1.0 = value destruction. PI is especially useful in capital rationing scenarios (Section 4.7) as it ranks projects by value per pound of capital deployed.
PI = Total PV of Future Inflows ÷ Initial Investment
[bookmark: _Toc227660514]Table 4.5 – Profitability Index
	Project
	Total PV of Inflows
	Initial Investment
	PI
	Rank

	Project A
	£41.33m
	£50.00m
	0.827
	3rd

	Project B
	£41.69m
	£50.00m
	0.834
	2nd

	Project C
	£48.02m
	£50.00m
	0.960
	1st


Table 4.5 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
Project C's PI of 0.960 confirms it generates the most value per £1 of capital deployed, and its proximity to 1.0 means it approaches break-even under the stated assumptions. Projects A and B generate only 82.7p and 83.4p of present value per £1 invested, respectively—delivering significantly lower value efficiency.
[bookmark: _Toc227660515]4.6 Internal Rate of Return (IRR)
The IRR is the discount rate at which the NPV of a project equals zero. Since all three projects yield negative NPVs at 10%, all IRRs fall below 10%. IRRs are estimated using linear interpolation between two rates where NPV crosses zero.
Interpolation Formula: IRR = r1 + [NPV1 ÷ (NPV1 − NPV2)] × (r2 − r1)

[bookmark: _Toc227660516]Table 4.6 – IRR Interpolation Workings
	Project
	r1 (lower)
	NPV @ r1
	r2 (upper)
	NPV @ r2
	IRR (approx.)

	Project A
	0%
	+£4.00m
	5%
	−£3.02m
	~2.86%

	Project B
	0%
	+£5.00m
	5%
	−£2.37m
	~3.38%

	Project C
	8%
	+£0.86m
	9%
	−£0.59m
	~8.59%


Table 4.6 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
[bookmark: _Toc227660517]Table 4.7 – IRR vs Hurdle Rate Summary
	Project
	IRR (approx.)
	Hurdle Rate
	Gap vs Hurdle
	Rank

	Project A
	~2.86%
	10%
	−7.14%
	3rd

	Project B
	~3.39%
	10%
	−6.61%
	2nd

	Project C
	~8.59%
	10%
	−1.41%
	1st


Table 4.7 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
Project C's IRR of ~8.59% is only 1.41 percentage points below the 10% hurdle rate—a gap that could plausibly close if: (a) actual cash flows exceed projections by 5–8%, which is consistent with typical EV ramp-up dynamics; (b) the hurdle rate reflects risk that may be reduced by IRA tax credits or UK ZEV mandate incentives; or (c) synergies with existing Hyundai EV infrastructure are captured. Projects A (~2.86%) and B (~3.39%) are structurally unviable at any realistic hurdle rate for a global automotive manufacturer.
[bookmark: _Toc227660518]4.7 Consolidated Appraisal Summary
[bookmark: _Toc227660519]Table 4.8 – Five-Method Investment Appraisal Summary
	Evaluation Criterion
	Project A
	Project B
	Project C
	Best

	Payback Period (PBP)
	4.50 years
	4.55 years
	3.60 years
	✓ Project C

	ARR (on avg. investment)
	3.2%
	4.0%
	12.0%
	✓ Project C

	Net Present Value (NPV) @ 10%
	−£8.68m
	−£8.31m
	−£1.98m
	✓ Project C

	Profitability Index (PI)
	0.827
	0.834
	0.960
	✓ Project C

	Internal Rate of Return (IRR)
	~2.86%
	~3.39%
	~8.59%
	✓ Project C

	Overall Ranking
	3rd (Rejected)
	2nd (Rejected)
	1st (Recommended)
	✓ Project C


Table 4.8 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
[bookmark: _Toc227660520]4.8 CFO's Recommended Project and Full Justification
The CFO recommends Project C as the preferred single investment. It dominates every criterion and is the only project whose ARR (12.0%) exceeds Hyundai's ROE (9.4%), confirming shareholder value accretion (Damodaran, 2012). Its back-loaded profile (peak Years 3–4) aligns with the IONIQ 7/9 production ramp-up, and customer loyalty risk is mitigated because Hyundai can embed its Blue Link ecosystem before peak revenues arrive (KPMG, 2024). UK ZEV mandate tailwinds (22% EV minimum from 2024, rising to 100% by 2035) reduce demand risk in Years 3–4 (BEIS, 2023). The convergence of all five methods on Project C provides robustness that no single metric alone could supply (Brealey, Myers and Allen, 2023).
[bookmark: _Toc227660521]4.9 Capital Rationing: Optimal Project Combination (Maximum £100 Million)
Under capital rationing—where the firm faces a binding budget constraint—the objective is to maximize aggregate NPV subject to the investment limit. Ross, Westerfield and Jordan (2022) establish that PI-based ranking is the correct approach for single-period capital rationing, as it identifies the projects generating the highest NPV per unit of scarce capital. With a £100m budget, exactly two projects of three can be funded.
PI Rankings: Project C (0.960) > Project B (0.834) > Project A (0.827).
[bookmark: _Toc227660522]Table 4.9 – Capital Rationing Analysis (Budget: £100m)
	Combination
	Total Cost
	NPV: Project C
	NPV: Partner
	Combined NPV
	Decision

	Project C + Project B
	£100m
	−£1.98m
	−£8.31m
	−£10.29m
	✓ RECOMMENDED

	Project C + Project A
	£100m
	−£1.98m
	−£8.68m
	−£10.66m
	Alternative

	Project A + Project B
	£100m
	N/A
	−£8.68m + −£8.31m
	−£16.99m
	Rejected


Table 4.9 Source: Author's own calculations based on project cash flow data provided by the Board; Brealey, Myers and Allen (2023)
The optimal combination is Project C + Project B (combined NPV: −£10.29m), which is £6.70m superior to the rejected A + B pairing (−£16.99m). Consistent with Ross, Westerfield and Jordan (2022), the CFO should always include the highest-PI project first (Project C), then fill remaining budget with the next highest PI project (Project B). While the combined NPV remains negative at 10%, the 10% rate is a conservative assumption: at Hyundai's blended WACC—incorporating green bond financing (estimated at 4.0–4.5% given BBB+ credit quality) and UK ZEV incentive subsidies—the effective hurdle rate may be considerably below 10%, in which case the combined portfolio NPV would likely turn positive (Brealey, Myers and Allen, 2023; BEIS, 2023).
[bookmark: _Toc227660523]Conclusion
The report provides an overall analytical analysis of the financial standing of Hyundai Motor Company (2020 – 2024). From the Financial Health Check results, the company has experienced an increase in its operating margin by 9.3 percentage points, ROE by 9.6 percentage points, and reduction in COC by 7.3 days to 25.0 days. There are however some structural issues that Hyundai Motor still faces including the fact that its liquidity is below the industry average (Deloitte, 2024); high leverage ratio (Myers, 1984); and low share price compared to Korea Discount (Choi, 2018).

The Working Capital strategy suggests that ~KRW 3,600bn could be realized in terms of working capital savings based on the theory presented by Deloof (2003) and Richards & Laughlin (1980). To improve further, it is advised that there should be a more focused approach in implementing the vendor-managed inventory, developing D2C receivables, and reverse factoring initiatives to continue lowering the COC.

Based on the theory provided by Jensen (1986), Doidge, Karolyi and Stulz (2004), and Friede, Busch and Bassen (2015), the restructuring plan includes a potential spin-off for commercial vehicles, NYSE secondary listing, and issuing green bonds, which would be able to re-rate Hyundai's P/E from 4.5x to 8-14x without requiring much additional work.

In the Investment Appraisal, it is recommended that Project C would be the best single project using all five methods. It is also suggested that Projects C and B would be the best combination of projects in case of capital rationing (£100m).
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[bookmark: _Toc227660525]Appendices
All financial ratios are derived from Hyundai Motor Company Consolidated Annual Reports 2020–2024 prepared under IFRS. Investment appraisal figures use GBP millions. Estimated 2024 figures are based on Q1–Q3 2024 interim reports and consensus analyst projections.

[bookmark: _Toc227660526]Appendix A: Master Ratio Reference Table (2020–2024)

[bookmark: _Toc227660527]Table A.1 – Complete Ratio Summary
	Category / Ratio
	2020
	2021
	2022
	2023
	2024

	PROFITABILITY
	
	
	
	

	Gross Profit Margin (%)
	17.1%
	19.1%
	18.5%
	20.0%
	19.4%

	Operating Profit Margin (%)
	2.6%
	5.7%
	6.9%
	9.3%
	7.9%

	Net Profit Margin (%)
	1.6%
	4.9%
	5.6%
	7.7%
	6.2%

	Return on Equity — ROE (%)
	1.9%
	6.5%
	8.3%
	11.5%
	9.4%

	Return on Assets — ROA (%)
	0.7%
	2.3%
	3.0%
	4.4%
	3.6%

	EBITDA Margin (%)
	6.1%
	9.4%
	10.5%
	13.0%
	11.8%

	LIQUIDITY
	
	
	
	

	Current Ratio (x)
	1.07x
	1.08x
	1.10x
	1.12x
	1.12x

	Quick Ratio (x)
	0.91x
	0.92x
	0.93x
	0.96x
	0.97x

	Cash Ratio (x)
	0.24x
	0.25x
	0.24x
	0.26x
	0.28x

	Net Working Capital (KRW bn)
	5,000
	6,000
	8,000
	10,000
	11,000

	EFFICIENCY
	
	
	
	

	Inventory Days (days)
	48.8
	46.1
	45.6
	37.9
	36.1

	Receivables Days (days)
	28.1
	27.9
	25.6
	24.7
	24.5

	Payables Days (days)
	44.6
	42.3
	39.3
	36.5
	35.6

	Cash Operating Cycle (days)
	32.3
	31.7
	31.9
	26.1
	25.0

	Asset Turnover (x)
	0.45x
	0.48x
	0.54x
	0.57x
	0.58x

	Fixed Asset Turnover (x)
	1.21x
	1.34x
	1.52x
	1.67x
	1.68x

	GEARING
	
	
	
	

	Debt-to-Equity (x)
	1.71x
	1.76x
	1.76x
	1.64x
	1.60x

	Debt-to-Assets (%)
	63.1%
	63.8%
	63.8%
	62.1%
	61.6%

	Equity Ratio (%)
	36.9%
	36.2%
	36.2%
	37.9%
	38.4%

	Interest Coverage (x)
	1.4x
	3.8x
	5.2x
	7.2x
	6.5x

	Net Debt / EBITDA (x)
	4.8x
	3.6x
	3.0x
	2.3x
	2.5x

	INVESTMENT
	
	
	
	
	

	EPS (KRW)
	7,614
	26,860
	37,033
	57,912
	50,700

	DPS (KRW)
	2,500
	5,000
	6,000
	7,000
	7,500

	Dividend Payout Ratio (%)
	32.8%
	18.6%
	16.2%
	12.1%
	14.8%

	P/E Ratio (x)
	18.3x
	7.4x
	5.2x
	3.8x
	4.5x

	P/B Ratio (x)
	0.35x
	0.48x
	0.43x
	0.44x
	0.47x

	CASH FLOW 
	
	
	
	

	Operating Cash Flow (KRW bn)
	7,500
	10,400
	13,800
	18,200
	16,500

	Capital Expenditure (KRW bn)
	4,200
	6,300
	8,500
	9,700
	10,800

	Free Cash Flow (KRW bn)
	3,300
	4,100
	5,300
	8,500
	5,700

	CapEx / Revenue (%)
	4.0%
	5.4%
	6.0%
	6.0%
	6.2%

	OCF / Net Profit (x)
	4.58x
	1.80x
	1.73x
	1.46x
	1.51x


Table Source: Hyundai Motor Company Annual Reports 2020–2024; Author's calculations

[bookmark: _Toc227660528]Appendix B: Full Investment Appraisal Workings

[bookmark: _Toc227660529]Table B.1 – Project A: Annual Accounting Profit
	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Accounting Profit (£m)
	Cumulative CF (£m)

	1
	£10.00
	£10.00
	£0.00
	£10.00

	2
	£12.00
	£10.00
	£2.00
	£22.00

	3
	£14.00
	£10.00
	£4.00
	£36.00

	4
	£10.00
	£10.00
	£0.00
	£46.00

	5
	£8.00
	£10.00
	(£2.00)
	£54.00

	Total
	£54.00
	£50.00
	£4.00
	

	Average per Year
	£10.80
	£10.00
	£0.80
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)

[bookmark: _Toc227660530]Table B.2 – Project B: Annual Accounting Profit
	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Accounting Profit (£m)
	Cumulative CF (£m)

	1
	£11.00
	£10.00
	£1.00
	£11.00

	2
	£11.00
	£10.00
	£1.00
	£22.00

	3
	£11.00
	£10.00
	£1.00
	£33.00

	4
	£11.00
	£10.00
	£1.00
	£44.00

	5
	£11.00
	£10.00
	£1.00
	£55.00

	Total
	£55.00
	£50.00
	£5.00
	

	Average per Year
	£11.00
	£10.00
	£1.00
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)
[bookmark: _Toc227660531]Table B.3 – Project C: Annual Accounting Profit
	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Accounting Profit (£m)
	Cumulative CF (£m)

	1
	£5.00
	£10.00
	(£5.00)
	£5.00

	2
	£10.00
	£10.00
	£0.00
	£15.00

	3
	£20.00
	£10.00
	£10.00
	£35.00

	4
	£25.00
	£10.00
	£15.00
	£60.00

	5
	£5.00
	£10.00
	(£5.00)
	£65.00

	Total
	£65.00
	£50.00
	£15.00
	

	Average per Year
	£13.00
	£10.00
	£3.00
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)

[bookmark: _Toc227660532]Table B.4 – Project A: Full NPV Workings
	Year
	CF (£m)
	DF @ 10%
	PV (£m)
	Cumulative PV (£m)

	0
	(£50.00)
	1.0000
	(£50.00)
	(£50.00)

	1
	£10.00
	0.9091
	£9.09
	(£40.91)

	2
	£12.00
	0.8264
	£9.92
	(£30.99)

	3
	£14.00
	0.7513
	£10.52
	(£20.47)

	4
	£10.00
	0.6830
	£6.83
	(£13.64)

	5
	£8.00
	0.6209
	£4.97
	(£8.67)

	NPV
	
	
	−£8.68m
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)

[bookmark: _Toc227660533]Table B.5 – Project B: Full NPV Workings
	Year
	CF (£m)
	DF @ 10%
	PV (£m)
	Cumulative PV (£m)

	0
	(£50.00)
	1.0000
	(£50.00)
	(£50.00)

	1
	£11.00
	0.9091
	£10.00
	(£40.00)

	2
	£11.00
	0.8264
	£9.09
	(£30.91)

	3
	£11.00
	0.7513
	£8.26
	(£22.65)

	4
	£11.00
	0.6830
	£7.51
	(£15.14)

	5
	£11.00
	0.6209
	£6.83
	(£8.31)

	NPV
	
	
	−£8.31m
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)
[bookmark: _Toc227660534]Table B.6 – Project C: Full NPV Workings
	Year
	CF (£m)
	DF @ 10%
	PV (£m)
	Cumulative PV (£m)

	0
	(£50.00)
	1.0000
	(£50.00)
	(£50.00)

	1
	£5.00
	0.9091
	£4.55
	(£45.45)

	2
	£10.00
	0.8264
	£8.26
	(£37.19)

	3
	£20.00
	0.7513
	£15.03
	(£22.16)

	4
	£25.00
	0.6830
	£17.08
	(£5.08)

	5
	£5.00
	0.6209
	£3.10
	(£1.98)

	NPV
	
	
	−£1.98m
	


Table Source: Author's calculations; Brealey, Myers and Allen (2023)
[bookmark: _Toc227660535]Table B.7 – IRR Interpolation: Full Workings
	Project
	r1
	NPV @ r1 (£m)
	r2
	NPV @ r2 (£m)
	Calculation
	IRR

	A
	0%
	+£4.00m
	5%
	−£3.02m
	0 + [4.00 ÷ 7.02] × 5
	~2.86%

	B
	0%
	+£5.00m
	5%
	−£2.37m
	0 + [5.00 ÷ 7.37] × 5
	~3.39%

	C
	8%
	+£0.86m
	9%
	−£0.59m
	8 + [0.86 ÷ 1.45] × 1
	~8.59%


Table Source: Author's calculations; Atrill and McLaney (2021)
[bookmark: _Toc227660536]Appendix C: Calculation Rationale for Selected Ratios

1. Gross Profit Margin = Gross Profit ÷ Revenue × 100
1. Operating Profit Margin = Operating Profit ÷ Revenue × 100
1. Net Profit Margin = Net Profit after Tax ÷ Revenue × 100
1. ROE = Net Profit ÷ Total Equity × 100
1. ROA = Net Profit ÷ Total Assets × 100
1. Current Ratio = Current Assets ÷ Current Liabilities
1. Quick Ratio = (Current Assets − Inventories) ÷ Current Liabilities
1. Cash Ratio = Cash & Equivalents ÷ Current Liabilities
1. Inventory Days = (Inventories ÷ COGS) × 365
1. Receivables Days = (Trade Receivables ÷ Revenue) × 365
1. Payables Days = (Trade Payables ÷ COGS) × 365
1. Cash Operating Cycle = Inventory Days + Receivables Days − Payables Days
1. Asset Turnover = Revenue ÷ Total Assets
1. Debt-to-Equity = Total Liabilities ÷ Total Equity
1. Interest Coverage = Operating Profit ÷ Net Finance Charges
1. EPS = Net Profit ÷ Weighted Average Shares in Issue
1. Dividend Payout = DPS ÷ EPS × 100
1. ARR = Average Annual Accounting Profit ÷ Initial (or Average) Investment × 100
1. NPV = Sum of [CF_t ÷ (1+r)^t] − Initial Investment
1. PI = Sum of PV of Future Inflows ÷ Initial Investment
1. IRR estimated by linear interpolation between two rates bracketing NPV = 0

[bookmark: _Toc227660537]Appendix D: Key Assumptions and Data Sources
1. All KRW-denominated figures are sourced from Hyundai Motor Company Consolidated Annual Reports 2020–2024 (IFRS basis), accessible at https://www.hyundai.com/worldwide/en/company/ir/ir-resources/annual-report
1. 2024 figures are estimates (marked '2024') based on Hyundai's Q1–Q3 2024 interim disclosures and Bloomberg consensus analyst projections as of Q4 2024.
1. Investment appraisal uses GBP millions; discount rate of 10% per Board instruction.
1. Straight-line depreciation to zero residual value: £10m per annum per project over 5 years.
1. ARR computed on both initial investment (£50m) and average investment (£25m) bases.
1. IRR estimated via linear interpolation; actual IRR from numerical solver may vary marginally.
1. Post-restructuring projections in Section 3 are management CFO estimates for illustrative purposes and do not constitute financial forecasts or profit guidance.
1. P/E and P/B ratios are approximate market-based estimates and may differ from contemporaneous reported figures depending on share price at measurement date.























[bookmark: _Toc227660538]Basic Acknowledgement format of AI tool use 
1. I acknowledge the use of Qwen (https://chat.qwen.ai) on March to generate Table data for my Assignment. I used the prompt(s): 
· last 5 annual report of EV manufacturing company Hyundai motor 
· extract 5-year data of income statement
· extract 5-year data of balance sheet
· extract 5-year data of cash flow
· give me gearing and gearing ratio table
I confirm that I have not presented any AI generated text as my own work. I confirm I have copies of my drafts, notes, and other resources I used before, and after the use of AI tools which I may be asked to provide in evidence. 
2. I acknowledge the use of Gemini (https://gemini.google.com/app) on April to Generate Graph for the Ratios. The prompt(s): 
· create a line chart from the profitability ratios, liquidity ratios, efficiency ratios, gearing and leverage ratios, investment ratios cash flow summary. 
I confirm that I have not presented any AI generated text as my own work. I confirm I have copies of my drafts, notes, and other resources I used before, and after the use of AI tools which I may be asked to provide in evidence.  
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