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[bookmark: _Toc227860353]1.0 Introduction
[bookmark: _Toc227860354]This report evaluates how well Hyundai Motor Company has performed financially and how well it has positioned itself strategically in the quickly evolving EV industry. The importance of this report is that many elements currently shape the automotive industry, including (1) increasing financial stress, (2) advances in technology, and (3) global competition for business, all requiring sound financial decision making to be made by the executive level of the company. This report is also intended to identify Hyundai's 5-year financial performance as Chief Financial Officer (CFO), identify the key issues facing the company, and recommend ethically and financially responsible solutions to those issues. This report will consist of four essential components, including an analysis of the company's financial viability, effective working capital management, financial restructuring strategies, and an assessment of investment opportunities and capital budget decision-making.
2.0 “Financial Health Check” 
[bookmark: _Toc227860355]2.1 Analyse the Hyundai’s Past Five-Year Financial Statements
Between 2020-2024, Hyundai Automotive has shown tremendous growth in its financial health through the expansion of scale, total assets, and operating capability. Total assets increased markedly from 209,344,212 Million Won at 12/31/20 to 339,798,429 Million Won at 12/31/24 which has resulted from the aggressive acquisition of long-term resources (i.e. Property, plant and equipment (44,533,941 Million Won) at 12/31/24) as well as the purchase of Joint Venture investments (34,644,095 Million Won) during the same timeframe.

The majority of this change is primarily attributable to their emphasis placed on transitioning to Electric Vehicles while at the same time expanding production globally. The revenue performance reflects this trend by increasing total sales from 103,997,601 Million Won at 12/31/20 to175,231,153 Million Won at 12/31/24. This improvement can also be attributed to better operational performance as reflected by profit increasing from 1,924,553 Million Won at 12/31/20 to 13,229,908 Million Won at 12/31/24 due to increased production efficiency, lower operating costs and greater demand for all products in the Hyundai portfolio.

In addition, while Hyundai's operating income for the year ended December 31 (15,126,901 Million Won) slightly decreased in 2024 (14,239,592 Million Won), its administrative costs have risen significantly (21,509,615 Million Won) impacting overall profitability.From a liquidity perspective, current assets rose to ₩115,764,287 million in 2024, while current liabilities increased to ₩79,509,643 million, indicating a stable but moderately tightening liquidity position. The increase in inventories to ₩19,791,007 million reflects higher production levels, but may also indicate slower inventory turnover. Leverage has increased, as total liabilities grew from ₩133,003,242 million in 2020 to ₩219,522,496 million in 2024, driven by higher long-term debt (₩24,285,545 million). This suggests reliance on external financing to support expansion. However, equity also strengthened to ₩120,275,933 million, supported by retained earnings of ₩96,595,668 million, indicating improved shareholder value. Cash flow analysis shows a negative operating cash flow of ₩(5,661,641) million in 2024 despite strong profits, mainly due to significant working capital changes (₩(35,159,625) million). This brings to light the inefficiencies in the receivables and inventory management and presents the short-term liquidity risks. In general, Hyundai has good growth and profitability, although it has difficulties in managing cash flow and increasing leverage, and needs to control money carefully.
[bookmark: _Toc227860356]2.2 Hyundai’s Ratios Analysis for 5 Years
“Profitability Ratios”
Profitability ratios are used to gauge the efficiency of a firm in generating earnings as compared to sales, assets, and capital used to generate these earnings, and this is a measure of the efficiency of a firm in terms of its financial performance. These ratios are essential in determining long-term sustainability, competitiveness, and value creation to allow stakeholders to determine whether the management is efficient in transforming revenue into profit (Hasidi et al., 2024). Hyundai is more profitable, as the net profit margin increased by 17.77% to 20.40% (202024), which reflects better cost control and pricing power. Nevertheless, ROCE decreased to 6.83% as compared to 8.43% (2023), indicating a decrease in efficiency in the use of capital, though operating margin remained steady at 8.13%. [Referred to Appendix I]
“Liquidity Ratios”
Liquidity ratios assess the capability of a company to pay off short-term liabilities with its current assets so that the company does not run out of finances to ensure its financial stability and continued operations. They play a crucial role in the determination of solvency risk, cash availability, and working capital efficiency to enable firms to sustain their operations without facing financial distress in unpredictable economic situations (Zheng et al., 2022). Hyundai has a stable liquidity, and the current ratio also rose to 1.46 in 2024 compared to 1.39 in 2023, which is a sufficient current ratio to cover the short-term. The quick ratio also rose to 1.21. Nonetheless, the cash ratio dropped to 0.24, which indicates a lack of immediate cash and the possible liquidity strain in the short-term despite the overall stability. [Referred to Appendix I]
“Efficiency Ratios”
Efficiency ratios are a measurement to show how well a company makes use of its assets to generate income and run operations. These ratios are essential to comprehend how resources are utilised, costs are controlled, and how well firms operate to maximise the use of their inventory, receivables, and assets to enhance overall financial performance (Nie, 2024). Efficiency has decreased as Hyundai's inventory turnover has reduced to 7.50 as of 2024 (15.09 in 2020), which is a slower inventory movement. The asset utilisation was also lower as asset turnover declined to 0.56 compared to 0.99. A stable receivable turnover of 0.03 indicates stable but sluggish efficiency in collection, which affects cash conversion cycles. [Referred to Appendix I]
“Gearing Ratios”
Gearing ratios determine the ratio of debt in the capital structure of the firm, which shows its financial risk and long-term solvency. They play a significant role in assessing the dependency of a company on external financing and its capacity to cover the interest payments, which impacts financial stability and investor confidence (Mehmood and De Luco, 2025). Hyundai is very leveraged, and its debt-to-equity ratio stands at 1.83 in 2024 (1.77 in 2023), which means that it is financed through debt. But interest coverage has improved to 7.82, which indicates a greater ability to cover interest payments. Constant capital structure is indicated by a stable debt-to-capital ratio (0.65).  [Referred to Appendix I]
“Investment Ratios”
Investment ratios are used to determine returns to shareholders and efficiency in the allocation of capital. These ratios play a critical role in the profitability evaluation of an investor-focused approach, dividend policy, and reinvestment planning, and the long-term creation of value to ensure that the financial performance is consistent with the shareholder expectations (Usodan et al., 2025). The performance of Hyundai investments was also enhanced as the ROE increased to 0.11 (2024) as compared to 0.03 (2020), which shows improved returns to shareholders. Nevertheless, the ROE decreased to 0.13 (2023), which indicates that there is some pressure on performance. The dividend payout rose to 0.29, indicating better profitability and a good policy of distributing shares to shareholders. [Referred to Appendix I]
“Cash Flow Ratios”
Cash flow ratios evaluate the capability of a firm to generate cash through its operations to pay off obligations, invest, and maintain growth. They play a vital role in assessing the quality of liquidity, financial flexibility, and operational efficiency, and offer insights not only of accounting profits but of actual cash generation capacity (Habib, 2022). The cash flow performance of Hyundai deteriorated, and the operating cash flow ratio decreased to negative 0.07 in 2024, as compared to 0.14 in 2022, which signifies that the company is generating negative operating cash. The free cash flow margin also declined to negative at -0.06, indicating a high level of investment and working capital inefficiencies, and it is a matter of concern that the liquidity may not be sustainable, as the profits are high. [Referred to Appendix I]
[bookmark: _Toc227860357]2.3 Identified trends, strengths, and threats for the Company
Trends for the Company
Hyundai Motor Company has shown positive growth in financial performance in the past five years. The level of sales and profitability also increased, as the net profit margin increased to 20.40 in 2024, compared to 17.77 in 2020, indicating more effective operation and price policies. This enhancement signifies proper cost control and positioning within the international markets (Andon et al., 2024). Efficiency ratios indicate a downtrend, and the asset turnover dropped to 0.56, and the inventory turnover dropped to 7.50, indicating less use of assets and slower movement of inventory. Hasidi et al. (2024) state that falling productivity despite increasing profits is a common sign of expansion-based growth and not optimisation in the operations. There was also a decline in cash flow trends, with the operating cash flow ratio becoming negative in 2024, reflecting working capital pressures.
Strengths for the Company
The major strength of Hyundai is the steady rise in its profitability and enhanced financial returns. The company also obtained a greater ROE, which improved during 2020 (0.03) to 2024 (0.11 in 2024, which reflects an increased value addition to shareholders. This performance indicates successful strategic investments and expansion in the market (Andon et al., 2024). Another advantage of the firm is that it has stable liquidity, as indicated by the current ratio of 1.46, which means that the firm is financially stable in the short term. Jacobs (2023) emphasizes that the strategic flexibility and internationalization of Hyundai contribute to its long-term resilience. Also, there is a high interest coverage of 7.82, which shows that the company is capable of covering its debt effectively.
Threats to the Company
Hyundai has several financial and operational risks despite good performance. The debt-to-equity ratio rose to 1.83 in 2024, which means that they depend more on external financing and their financial risk is greater. This increased exposure can lead to exposure to interest rate risks and economic risks. The falling efficiency ratios also indicate an inefficient operation, especially in the use of assets as well as inventory. Mehmood and De Luco (2025) point out that financial distress risk may rise both due to growing leverage and due to inefficiencies. Negative operating cash flow also indicates the possible liquidity difficulties in the short-term.
[bookmark: _Toc227860358]3.0 Working Capital Management Analysis
[bookmark: _Toc227860359]3.1 “Cash Operating Cycle (CCC)”
The “cash operating cycle” is used to determine how long it takes a firm to change its investment in inventory and receivables into cash, with payable periods being considered. It is a sensitive measure of the working capital efficiency, liquidity management, and operating efficiency in maintaining short-term financial stability (Aldubhani et al., 2022). The “cash operating cycle” of Hyundai is on a downward trend as the operating cycle stood at 17.50 days in 2021 and 33.67 days in 2024, which implies slower cash conversion. This is mainly fueled by an increase in inventory days between 36.14 and 41.22, indicating ineffective inventory management and overstocking. The days of receivables also went slightly up to 12.31, and this represented delayed collections of customers. In the meantime, the payable days decreased, falling to 19.86 as opposed to 28.41, which diminished the possibility of the firm delaying payments and preserving cash. As highlighted by Zheng et al. (2022), a reduction in payable days with an increase in inventory may result in liquidity strain. In general, the long CCC raises the issues of working capital management inefficiencies and augmented short-term financing requirements. [Referred to Appendix III]
[bookmark: _Toc227860360]3.2 Strategies to Improve Liquidity through Working Capital Reforms
Inventory Optimisation and Demand Alignment
In order to minimize the number of stocks and enhance the turnover rate, Hyundai ought to employ modern inventory management strategies like “Just-in-Time (JIT)” and demand forecasting systems. The increased inventory days to 41.22 represent efficiency in inventory management, which is consuming a lot of capital. Hyundai is able to reduce holding costs and align production more closely with market demand by incorporating digital supply chain systems and predictive analytics. Effective inventory management will minimize the working capital needs and increase the availability of liquidity. Aldubhani et al. (2022) emphasize that optimised inventory management can greatly enhance cash flow and eliminate operational inefficiencies. This would have a direct and immediate effect of reducing the cash operating cycle and tying up of funds.
Receivables Management and Credit Policy Enhancement
The efficiency of the receivables collection should be improved to speed up cash inflows. Hyundai needs to embrace more stringent credit control measures, early payment discounts and automated invoicing and collection. The growth of receivable days to 12.31 indicates that the company collects at slower cycles that affects liquidity. Delays in payments can be minimized by enhancing customer credit evaluation and adopting digital monitoring tools. According to Zheng et al. (2022), proper receivables management increases liquidity because it increases the speed of conversion of cash. Also, factoring or invoice discounting might be utilized to transform the receivables into cash without having to wait until the payment is obtained by a customer.
Payables Strategy and Supplier Negotiation
Hyundai can renegotiate contracts with its suppliers to lengthen the payable periods without damaging the relationships with suppliers, and hence enhance retention of cash. The falling days payable to 19.86 lowers the capacity of the firm to fund operations using trade credit. Reverse factoring or other strategic supplier financing schemes can enable Hyundai to postpone payment, but give the suppliers access to payment in time. Habib (2022) argues that balancing payables will increase liquidity without causing financial risk. The responsible extension of payment cycles would assist in reducing the cash operating cycle and enhancing financial stability in the short-term.
[bookmark: _Toc227860361]3.3 Comparison of Short-Term vs Long-Term Financing Options
Short-Term Financing
Short-term financing involves bank overdraft, trade credit, and short-term loans, which are mainly utilized to address working capital requirements and liquidity shortfalls. These sources offer flexibility and speed in access to funds, hence they are appropriate in dealing with the variability in the cash operating cycle of Hyundai. The negative cash flow ratio of the company shows that it urgently requires liquidity support. According to Zheng et al. (2022), short-term financing can be effective in addressing operational cash crunches. Nonetheless, this type of financing tends to have a high interest rate and refinancing risk that may add pressure to the finances when it is over-trusted.
Long-Term Financing
Long-term financing refers to sources like bonds, equity issues, and long-term loans, which are normally capital investments and expansion investments. The growing investment in assets and EV technology by Hyundai necessitates sustainable sources of funds that are in tandem with long-term strategic objectives. Long-term funding decreases refinancing risk and offers an expected repayment format. Mehmood and De Luco (2025) emphasize that long-term debt increases financial stability if it is in line with asset lifecycles. But it also increases the total leverage, as seen in the rising debt-to-equity ratio in Hyundai, which may affect the financial risk exposure.
Comparative Evaluation and Strategic Implications
Hyundai needs to have a balanced financing approach, which can ensure liquidity and financial stability. The working capital inefficiencies are better handled using short-term financing because of the long cash operating cycle. Conversely, long-term financing must be emphasised in funding capital-intensive projects and technological innovation. Aldubhani et al. (2022) observe that matching the maturity of financing with the use of assets enhances financial efficiency and minimizes risk. Thus, Hyundai needs to pursue a hybrid strategy, which is a combination of flexible short-term funding with long-term stable financing to optimise its capital structure in order to sustain growth.
[bookmark: _Toc227860362]4.0 “Strategic Financial Restructuring Plan”
[bookmark: _Toc227860363]4.1 “Financial Restructuring Options”
Divestiture of Non-Core and Underperforming Assets
Hyundai would want to contemplate non-core or low-performing business units to enhance financial efficiency and free up capital towards strategic focus. Reduction in the asset turnover and increase in working capital requirements suggest that resources are not used efficiently. The company will be able to sell assets or subsidiaries that perform poorly, to simplify the operations and enhance the returns on the capital used. This would also bring about instant cash flows, increasing liquidity and aiding in debt reduction. According to Mehmood and De Luco (2025), one of the effective restructuring instruments to enhance financial stability and minimize the risk of distress is divestiture. This shift would enable Hyundai to concentrate more on the high-growth areas like electric cars and innovative mobility solutions.
Strategic Mergers and Partnerships for Growth
Hyundai has the chance to pursue new opportunities through strategic mergers or partnerships aimed at strengthening their range of technological capabilities and available market opportunities; particularly within both the electric vehicle (EV) and autonomous (self-driving) vehicle sectors. Establishing such partnerships with either technology providers and/or battery suppliers will help to reduce the costs associated with research & development (R&D), as well as accelerate new product introduction. This approach enables them to pool together their resources and share risk while improving competitiveness in this dynamic environment. According to Ryu & Do (2023), automotive industry collaboration can result in increased efficiency within operations and technology. Establishing strategic alliances may also provide a means to expand globally and maintain a level of financial flexibility, thereby representing a viable option for restructuring purposes.
Equity Injection and Capital Structure Rebalancing
Equity financing is also a strategy that Hyundai should consider to re-align its capital structure and to limit dependence on debt. The rise in debt to equity ratio to 1.83 represents an increased financial leverage and risk. New equity issues or higher earnings retention can enhance the equity base and financial resilience. This would boost investor confidence and lower interest liability, which would boost long-term solvency. Aldubhani et al. (2022) also state that to continue being profitable and financially stable, it is necessary to have an optimal capital structure. The injection of equity would help Hyundai in its expansion strategies and reduce the exposure to financial risk.
[bookmark: _Toc227860364]4.2 Impact on Shareholder Value, Debt Structure, and Operational Flexibility
Shareholder Value
Restructuring of its finances is likely to increase the value of shareholders of Hyundai as it will boost its profitability, efficiency, and long-term growth opportunities. The sale of non-profitable assets can boost the return on equity through capital redirection to more profitable investments, especially the electric vehicle technologies. Value creation is also enhanced by strategic partnerships in terms of innovation and expansion of markets, which contribute to competitive positioning. Nevertheless, the equity injection will dilute the shareholders of the company in the short-term, which might impact the earnings per share. According to Aldubhani et al. (2022), capital allocation and financial restructuring have a positive impact on the value of firms and investor confidence. The integrated strategies will tend to enhance long-term shareholder wealth even at the expense of short-term trade-offs.
Debt Structure
This restructuring would have a huge benefit on the debt structure of Hyundai by cutting the dependency on external borrowing and the financial stability. The proceeds of the divestiture may be applied to settle the current debt and thus, reducing the debt to equity ratio and interest cost. The capital base is also enhanced through equity injection which enhances solvency and credit worthiness. Mehmood and De Luco (2025) emphasize that debt and capital structure reorganization lowers the risk of financial distress and increases the ability to survive in times of economic uncertainty. Strategic partnerships can include joint financial commitments, but can also eliminate the requirement of large investments financed by debt. This moderate policy results in a less risky and more sustainable financial structure.
Operational Flexibility
Flexibility of operations is expected to increase because restructuring will enable Hyundai to concentrate on the main areas of the business and cut down on inefficiencies. Divestiture helps to simplify operations and make faster decisions by getting rid of unimportant activities. Alliances enable entry into foreign competence and resource pools, enhancing flexibility in an ever-changing auto industry. Ryu and Do (2023) highlight that teamwork increases efficiency and technological adaptability in the automobile industry. Even though increased equity financing will bring about shareholder expectations, the net effect will be increased flexibility since there will be fewer financial constraints. This will help Hyundai to react to changes and innovation needs in the market.
[bookmark: _Toc227860365]4.3 International and Ethical Considerations
Taxation as well as Regulatory Environment
As Hyundai has entered various international markets, taxes are one of the major factors influencing their overall financial restructuring. Corporate taxes, tariffs or import duties, tax incentives for electric vehicles, all impact Hyundai’s profitability and investment decision-making processes. Tax structuring may be utilized as a method to provide greater after-tax returns, and increase cash flow operational efficiency. In addition, many governments have begun providing more tax incentives for producing sustainable and electric vehicles, which may provide Hyundai with additional support for their development strategy. In addition, non-cooperative tax planning may be called into question from an ethical perspective, as well as from a compliance or regulatory perspective. According to Jacobs (2023), multinational automotive manufacturers need to maintain a proper equilibrium between tax effectiveness and compliance with tax laws while providing transparency. Adoption of international tax standards as well as ethical tax practices are necessary to avoid reputational risk and legal liabilities.
Currency Risk as well as Inflation Impact
As a multinational auto manufacturer, Hyundai is highly vulnerable to currency exchange risks as a result of changes in foreign exchange rates. Income earned in more than one currency can be negatively impacted by conversion to the reporting currency, which will affect profitability. Inflation also raises the cost of production, especially in raw materials, labour, and logistics, hence minimizing operational margins. As Ryu and Do (2023) highlight, global automotive companies should address financial volatility by turning risks into opportunities using effective risk management strategies. As a measure to reduce these risks, Hyundai ought to apply hedging methods like forward contracts and currency swaps. Also, the geographical dispersion of business can lower the reliance on certain markets and eliminate the risks of macroeconomic volatility.
“Corporate Social Responsibility (CSR) as well as Ethical Practices”
Ethics, especially “corporate social responsibility (CSR)” are crucial to the sustainability of Hyundai in the long term, both financially and in brand image. The move towards electric vehicles is consistent with the program of environmental sustainability, which will decrease carbon emissions and contribute to global climate efforts. Stakeholder trust is critical to responsible sourcing, fair labour practice, and open governance. According to Hieu and Trang (2022), Hyundai leadership and strategic direction are characterized by ethical business conduct and customer values. Ignoring ethical issues, including environmental effects or labour policies, may cause a reputation loss and legal penalties. The practice of CSR in financial strategy not only enhances compliance but also competitive advantage and value creation in the long term.
[bookmark: _Toc227860366]5.0 “Investment Appraisal and Capital Budgeting”
[bookmark: _Toc227860367]5.1 Overview of “Investment Appraisal Techniques”
Investment appraisal methods are tools that are imperative in the assessment of financial viability and profitability of capital investment projects, which allow firms to make sound strategic decisions. “Payback Period (PBP)” is a metric that estimates the time that the initial investment is recouped, which can inform about liquidity and exposure to risk, but it does not take into account the time value of money (Darmansyah et al., 2025). The “Accounting Rate of Return (ARR)” measures profitability using accounting profits in relation to investment by providing a straightforward gauge of return. The difference between the present value of inflows and outflows is measured by “Net Present Value (NPV)”, so it is an essential indicator of value creation. Fan (2025) emphasizes that the most valid approach is NPV because it takes into account time value and risks. Profitability Index (PI) is the ratio of benefits to costs, which helps rank the projects when there is a constraint on capital (Shaila et al., 2025). “Internal Rate of Return (IRR)” is the discount rate at which NPV is equal to zero, which signifies that the project has the potential of generating returns (Usodan et al., 2025). This highlights that a combination of various appraisal techniques enhances the accuracy of decision-making and minimizes financial risks.
[bookmark: _Toc227860368]5.2 Overview of Investment Projects
There are three projects (A, B and C) with an initial investment of 50 million pounds and different cash inflows in five years in the investment appraisal. These projects are assessed using 10 percent discount rate in order to ascertain financial viability, profitability, and conformity to the strategic objectives and value creation of Hyundai in the long term.
[bookmark: _Toc227860369]5.3 Project A 
Project A is not a desirable financial project because the NPV is negative, and the NPV is -8.7 million. Though PI is 1.2, indicating marginal returns, there is no recovery of payback period, indicating high risk and poor liquidity recovery. The 2.7% IRR is much lower than the discount rate of 10 percent, which proves poor profitability. [Referred to Appendix IV]
[bookmark: _Toc227860370]5.4 Project B 
Project B is also not financially viable, and the NPV is negative (-£8.3 million), which means that it does not pay off the cost of capital. The project does not break even after five years of operation, even though the PI is 1.2. The IRR is 3.3, which is less than the necessary 10 percent underperformance. [Referred to Appendix IV]
[bookmark: _Toc227860371]5.5 Project C 
Project C is a better performer as it has the lowest negative NPV of -2.0 million, which means that the project loses a small amount of value as compared to the rest. Its IRR is highest at 8.6 percent and ARR of 6.0 percent, indicating greater profitability prospects. Nevertheless, the payback period is yet to be recovered, and the IRR is less than 10%. [Referred to Appendix IV]
[bookmark: _Toc227860372]5.6 Recommended Project and Justification
Recommendation Based on Financial Evaluation
Project C is the best alternative among the three possibilities, although the NPV of all these projects is negative. Project C has the least negative NPV of -£2.0 million as compared to Project A (-£8.7 million) and Project B (-£8.3 million), which is the minimum value destruction. It also has the highest IRR of 8.6% and ARR of 6.0 and indicates a relatively better potential of profitability. The IRR is not as close to the 10% discount rate, but it is much closer than the alternatives. Fan (2025) states that in a situation where all projects have negative NPVs, the project with the lower financial loss and the higher indicators of returns is considered better under tight conditions. Thus, Project C is the most economically feasible.
Alignment with Financial Performance
The financial performance of Hyundai reflects good growth in profitability and poor performance in cash flow and efficiency, which are indicated by negative operating cash flow ratios and decreasing asset utilisation. It means that capital allocation and prioritisation should be cautious and focus on projects that have less financial risk. The relatively high returns on project C are in line with the aim of Hyundai to be profitable without causing further financial burden. Usodan et al. (2025) underline that companies under liquidity stress need to focus on investments that have a relatively high payoff and less capital risk. The option of choosing Project C will maintain the financial stability but will still facilitate growth.
Consideration of Non-Financial Risks
There are also non-financial risks that justify the choice of Project C. Certain political and regulatory risks affecting the automotive industry have been on the rise, especially concerning environmental policies and the adoption of electric vehicles. The projects that have a greater exposure to risk of investment, like A and B, could be susceptible to regulatory risk and volatility of the market. Also, brand perception and customer loyalty are key factors in the EV market, where innovation and reliability are the key drivers of demand. As Ryu and Do (2023) emphasize, strategic investments corresponding to technological development contribute to increased competitiveness and customer confidence. Project C, which has a better return profile, will enable Hyundai to invest more effectively without compromising flexibility to respond to external risks.
[bookmark: _Toc227860373]5.7 Capital Rationing Decision and Optimal Project Combination
Evaluation under Capital Constraint
Hyundai is free to choose two out of the three projects since each project will require 50 million, and there is a maximum investment limit of 100 million. In capital rationing, the aim is to maximise returns and reduce value loss with the given budget. Despite all the projects having negative NPVs, Project C has the lowest negative NPV (-£2.0 million), then Project B (-£8.3 million), and Project A (-£8.7 million). According to Fan (2025), the firms are advised to focus on projects that yield the most returns in a relative manner under constrained conditions of investment and reduce the level of capital inefficiency. Hence, the best mix would be aimed at minimizing total value destruction and increasing the overall potential of returns.
Recommended Project Combination: B and C
Project B + Project C is the most appropriate combination. Combined, they lead to a combined NPV of -£10.3 million, slightly more efficient than A and C (-£10.7 million), and slightly less efficient than A and B (-£17.0 million). Also, Project C has the highest IRR (8.6%), ARR (6.0%), and Project B has an average amount of returns, which is 3.3%. The mix is more risk and return efficient than others. This highlights that it is important to combine projects with different risk-return profiles to optimise the portfolio and aid in making more effective choices in capital allocation.
[bookmark: _Toc227860374]Strategic Justification and Risk Consideration
Options exist for Projects B and C that can benefit Hyundai's finances, particularly as they relate to liquidity constraints and creating efficient returns on investments. Based upon the negative cash flow trends at Hyundai, investments should be made to get ahead of any further financial impact on the company. Aldubhani et al. (2022) suggest that sound capital allocation is important to maintain liquidity and stability. Also, Project C's relatively strong performance provides a hedge against uncertain outcomes while still having stable, average-return performance from Project B creates a combination of lower risk from both market fluctuation and regulation uncertainty and an overall more balanced and/or sustainable type of investment.
6.0 Conclusion
Hyundai Motor Company has demonstrated considerable financial growth and improved profitability over the most recent five years due to an increase in sales, as well as providing great shareholder returns; however, there remain certain uncovered matters such as lower levels of efficiency and poor cash flow results that indicate there are major inefficiencies associated with managing working capital as well as growing operating pressures to succeed in their financial viability in the future. The cash cycle analysis also supports the liquidity issues because of increases in inventory holding days that limit the flexibility of payment. Therefore, it is imperative that Hyundai undertake a major restructuring of its financial framework if they are going to improve their financial position going forward.The suggested measures, such as the sale of non-core assets, strategic alliances, and capital infusion, are projected to enhance capital efficiency, financial risk reduction, and long-term sustainability. 
Moreover, global and ethical factors like taxation, currency risks, and corporate social responsibility are highly instrumental in making sure that there is globally compliant and responsible financial management. The outcome of the investment appraisal shows that all of the proposed projects have negative NPVs, which shows difficult investment conditions. But Project C turns out to be the most promising as it has comparatively better returns and lesser value destruction. According to capital rationing, the Projects B and C combination is the best one since it offers a balanced solution to returns maximisation and financial risk management. All in all, Hyundai is strategically placed to grow over the long term, although it needs to focus on financial discipline, effective use of capital, and strategic decision-making to remain competitive in the changing global car industry.
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	"Profitability Ratio"

	
	

	
	

	"ROCE"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"EBIT"
	"EBIT / (Total Assets − Current Liabilities)*100"
	 ₩  1,77,81,436 
	 ₩  1,76,18,662 
	 ₩  1,09,47,943 
	 ₩     79,59,562 
	 ₩     20,93,256 
	

	(/):"Total Assets"
	
	 ₩ 33,97,98,429 
	 ₩ 28,24,63,355 
	 ₩ 25,57,42,462 
	 ₩ 23,39,46,415 
	 ₩ 20,93,44,212 
	

	"(-): Current Liabilities"
	
	 ₩  7,95,09,643 
	 ₩  7,33,62,103 
	 ₩  7,42,36,472 
	 ₩  6,42,36,787 
	 ₩  5,94,59,528 
	

	"ROCE"
	
	6.83%
	8.43%
	6.03%
	4.69%
	1.40%
	

	"Operating Margin"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Income"
	"(Operating Income (or EBIT) / Sales)*100"
	 ₩  1,42,39,592 
	 ₩  1,51,26,901 
	 ₩     98,19,769 
	 ₩     66,78,949 
	 ₩     23,94,671 
	

	"(/): Sales"
	
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"Operating Margin"
	
	8.13%
	9.30%
	6.89%
	5.68%
	2.30%
	

	"Net Profit Margin"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income"
	"(Net Income / Sales)*100"
	 ₩  1,35,49,018 
	 ₩  1,29,92,022 
	 ₩     79,83,614 
	 ₩     56,93,077 
	 ₩     19,24,553 
	

	"(/): Sales"
	
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"Net Profit Margin"
	
	7.73%
	7.99%
	5.60%
	4.84%
	1.85%
	

	"Gross Profit Margin"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Gross Profit"
	"(Gross Profit / Sales)*100"
	 ₩  3,57,49,207 
	 ₩  3,34,84,396 
	 ₩  2,83,18,052 
	 ₩  2,19,30,495 
	 ₩  1,84,81,670 
	

	"(/): Sales"
	
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"Gross Profit Margin"
	
	20.40%
	20.59%
	19.87%
	18.65%
	17.77%
	

	"Liquidity ratio"
	

	
	

	"Current ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Current assets"
	"Current assets/Current liabilities"
	 ₩ 11,57,64,287 
	 ₩ 10,17,24,717 
	 ₩  9,63,89,273 
	 ₩  8,85,65,366 
	 ₩  8,36,86,357 
	

	"(/): Current Liabilities"
	
	 ₩  7,95,09,643 
	 ₩  7,33,62,103 
	 ₩  7,42,36,472 
	 ₩  6,42,36,787 
	 ₩  5,94,59,528 
	

	"Current ratio"
	
	1.46
	1.39
	1.30
	1.38
	1.41
	

	"Quick Ratio "
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Current assets"
	"(Current assets-Inventories)/Current liabilities"
	 ₩ 11,57,64,287 
	 ₩ 10,17,24,717 
	 ₩  9,63,89,273 
	 ₩  8,85,65,366 
	 ₩  8,36,86,357 
	

	"(-): Inventories"
	
	 ₩  1,97,91,007 
	 ₩  1,74,00,346 
	 ₩  1,42,91,216 
	 ₩  1,16,45,641 
	 ₩  1,13,33,734 
	

	"Difference"
	
	 ₩  9,59,73,280 
	 ₩  8,43,24,371 
	 ₩  8,20,98,057 
	 ₩  7,69,19,725 
	 ₩  7,23,52,623 
	

	"(/): Current Liabilities"
	
	 ₩  7,95,09,643 
	 ₩  7,33,62,103 
	 ₩  7,42,36,472 
	 ₩  6,42,36,787 
	 ₩  5,94,59,528 
	

	"Quick Ratio "
	
	1.21
	1.15
	1.11
	1.20
	1.22
	

	"Cash Ratio"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Cash"
	"Cash / Current Liabilities"
	 ₩  1,90,14,944 
	 ₩  1,91,66,619 
	 ₩  2,08,64,879 
	 ₩  1,27,95,554 
	 ₩     98,62,136 
	

	"(/): Current Liabilities"
	
	 ₩  7,95,09,643 
	 ₩  7,33,62,103 
	 ₩  7,42,36,472 
	 ₩  6,42,36,787 
	 ₩  5,94,59,528 
	

	"Cash Ratio"
	
	0.24
	0.26
	0.28
	0.20
	0.17
	

	"Efficiency ratio"
	

	
	

	"Accounts Receivable Turnover"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Accounts Receivable"
	"(Accounts Receivable / Average of Daily Sales)"
	 ₩     59,08,079 
	 ₩     46,82,182 
	 ₩     42,79,057 
	 ₩     31,47,296 
	 ₩     32,83,972 
	

	"(/): Average of Daily Sales"
	
	 ₩ 16,89,47,366 
	 ₩ 15,25,95,557 
	 ₩ 13,00,69,081 
	 ₩ 11,08,04,114 
	 ₩  5,19,98,801 
	

	"Accounts Receivable Turnover"
	
	0.03
	0.03
	0.03
	0.03
	0.06
	

	"Inventory Turnover"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"COGS"
	"(COGS / Average Inventory)"
	 ₩ 13,94,81,946 
	 ₩ 12,91,79,183 
	 ₩ 11,42,09,483 
	 ₩  9,56,80,131 
	 ₩  8,55,15,931 
	

	"(/): Average Inventory"
	
	 ₩  1,85,95,677 
	 ₩  1,58,45,781 
	 ₩  1,29,68,429 
	 ₩  1,14,89,688 
	 ₩     56,66,867 
	

	"Inventory Turnover"
	
	7.50
	8.15
	8.81
	8.33
	15.09
	

	"Asset Turnover"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Sales"
	"(Sales / Average Total Assets)"
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"(/): Average Total Assets"
	
	 ₩ 31,11,30,892 
	 ₩ 26,91,02,909 
	 ₩ 24,48,44,439 
	 ₩ 22,16,45,314 
	 ₩ 10,46,72,106 
	

	"Asset Turnover"
	
	0.56
	0.60
	0.58
	0.53
	0.99
	

	"Leverage (Gearing) Ratio"
	

	
	

	"Debt to Equity Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"(Total debt/Total equity)"
	 ₩ 21,95,22,496 
	 ₩ 18,06,53,915 
	 ₩ 16,48,45,917 
	 ₩ 15,13,30,626 
	 ₩ 13,30,03,242 
	

	"(/): Total Equity"
	
	 ₩ 12,02,75,933 
	 ₩ 10,18,09,440 
	 ₩  9,08,96,545 
	 ₩  8,26,15,789 
	 ₩  7,63,40,970 
	

	"Debt to Equity Ratio"
	
	1.83
	1.77
	1.81
	1.83
	1.74
	

	"Interest Coverage Ratios"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"EBIT"
	"(EBIT/ Interest Expenses)"
	 ₩  1,77,81,436 
	 ₩  1,76,18,662 
	 ₩  1,09,47,943 
	 ₩     79,59,562 
	 ₩     20,93,256 
	

	"(/): Interest Expense"
	
	 ₩     22,72,415 
	 ₩     23,50,343 
	 ₩     28,50,107 
	 ₩     18,34,405 
	 ₩     16,30,144 
	

	"Interest Coverage Ratios"
	
	7.82
	7.50
	3.84
	4.34
	1.28
	

	"Debt-to-Capital Ratio "
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"Total Debt / (Total Equity + Total Debt)"
	 ₩ 21,95,22,496 
	 ₩ 18,06,53,915 
	 ₩ 16,48,45,917 
	 ₩ 15,13,30,626 
	 ₩ 13,30,03,242 
	

	"(/): Total Equity"
	
	 ₩ 12,02,75,933 
	 ₩ 10,18,09,440 
	 ₩  9,08,96,545 
	 ₩  8,26,15,789 
	 ₩  7,63,40,970 
	

	"Debt-to-Capital Ratio "
	
	0.65
	0.64
	0.64
	0.65
	0.64
	

	"Equity Multiplier"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Assets"
	"(Total Assets/Book Value of Equity)"
	 ₩ 33,97,98,429 
	 ₩ 28,24,63,355 
	 ₩ 25,57,42,462 
	 ₩ 23,39,46,415 
	 ₩ 20,93,44,212 
	

	"(/): Book Value of Equity"
	
	 ₩ 12,02,75,933 
	 ₩ 10,18,09,440 
	 ₩  9,08,96,545 
	 ₩  8,26,15,789 
	 ₩  7,63,40,970 
	

	"Equity Multiplier"
	
	2.83
	2.77
	2.81
	2.83
	2.74
	

	"Investment Ratio"
	

	
	

	"Dividend Payout Ratio "
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Dividend"
	"Dividends Paid / Net Income"
	 ₩     39,13,280 
	 ₩     24,99,050 
	 ₩     13,54,996 
	 ₩     11,86,800 
	 ₩       8,93,769 
	

	"(/): "Net Income"
	
	 ₩  1,35,49,018 
	 ₩  1,29,92,022 
	 ₩     79,83,614 
	 ₩     56,93,077 
	 ₩     19,24,553 
	

	"Dividend Payout Ratio "
	
	0.29
	0.19
	0.17
	0.21
	0.46
	

	"Return on Equity (ROE)"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"Net Income / Book Value of Equity (Total Equity)"
	 ₩  1,35,49,018 
	 ₩  1,29,92,022 
	 ₩     79,83,614 
	 ₩     56,93,077 
	 ₩     19,24,553 
	

	"(/): Book Value of Equity"
	
	 ₩ 12,02,75,933 
	 ₩ 10,18,09,440 
	 ₩  9,08,96,545 
	 ₩  8,26,15,789 
	 ₩  7,63,40,970 
	

	"Return on Equity (ROE)"
	
	0.11
	0.13
	0.09
	0.07
	0.03
	

	"Return on Assets (ROA)"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"Net Income / Total Assets"
	 ₩  1,35,49,018 
	 ₩  1,29,92,022 
	 ₩     79,83,614 
	 ₩     56,93,077 
	 ₩     19,24,553 
	

	"(/): "Total Assets"
	
	 ₩ 33,97,98,429 
	 ₩ 28,24,63,355 
	 ₩ 25,57,42,462 
	 ₩ 23,39,46,415 
	 ₩ 20,93,44,212 
	

	"Return on Assets (ROA)"
	
	0.04
	0.05
	0.03
	0.02
	0.01
	

	"Return on Invested Capital (ROIC)"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"After-tax Profit or (EBIT−Taxation) / (Total Equity + Net Debt)"
	 ₩  1,35,49,018 
	 ₩  1,29,92,022 
	 ₩     79,83,614 
	 ₩     56,93,077 
	 ₩     19,24,553 
	

	(/):"Total Equity"
	
	 ₩ 12,02,75,933 
	 ₩ 10,18,09,440 
	 ₩  9,08,96,545 
	 ₩  8,26,15,789 
	 ₩  7,63,40,970 
	

	"(+): "Net Debt (Total Debt – Cash)"
	
	 ₩ 20,05,07,552 
	 ₩ 16,14,87,296 
	 ₩ 14,39,81,038 
	 ₩ 13,85,35,072 
	 ₩ 12,31,41,106 
	

	"Return on Invested Capital (ROIC)"
	
	0.04
	0.05
	0.03
	0.03
	0.01
	

	"Cash Flow Ratios"
	

	
	

	"Operating Cash Flow Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Current Liabilities)"
	-₩     56,61,641 
	-₩     25,18,760 
	 ₩  1,06,27,311 
	-₩     11,76,416 
	-₩       4,09,807 
	

	"(/): Current Liabilities"
	
	 ₩  7,95,09,643 
	 ₩  7,33,62,103 
	 ₩  7,42,36,472 
	 ₩  6,42,36,787 
	 ₩  5,94,59,528 
	

	"Operating Cash Flow Ratio"
	
	-0.07
	-0.03
	0.14
	-0.02
	-0.01
	

	"Cash Flow to Debt Ratio"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Total Debt)"
	-₩     56,61,641 
	-₩     25,18,760 
	 ₩  1,06,27,311 
	-₩     11,76,416 
	-₩       4,09,807 
	

	"(/): Total Debt"
	
	 ₩ 21,95,22,496 
	 ₩ 18,06,53,915 
	 ₩ 16,48,45,917 
	 ₩ 15,13,30,626 
	 ₩ 13,30,03,242 
	

	"Cash Flow to Debt Ratio"
	
	-0.03
	-0.01
	0.06
	-0.01
	0.00
	

	"Cash Flow Margin"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Sales)"
	-₩     56,61,641 
	-₩     25,18,760 
	 ₩  1,06,27,311 
	-₩     11,76,416 
	-₩       4,09,807 
	

	"(/): Sales"
	
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"Cash Flow Margin"
	
	-0.03
	-0.02
	0.07
	-0.01
	0.00
	

	"Free Cash Flow Margin"
	

	
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow-Capital Expenditure)/Sales"
	-₩     56,61,641 
	-₩     25,18,760 
	 ₩  1,06,27,311 
	-₩     11,76,416 
	-₩       4,09,807 
	

	"(-): Capital Expenditure"
	
	 ₩     45,86,447 
	 ₩     39,68,864 
	 ₩     33,36,573 
	 ₩     30,97,897 
	 ₩     30,97,061 
	

	"(/): Sales"
	
	 ₩ 17,52,31,153 
	 ₩ 16,26,63,579 
	 ₩ 14,25,27,535 
	 ₩ 11,76,10,626 
	 ₩ 10,39,97,601 
	

	"Free Cash Flow Margin"
	
	-0.058
	-0.040
	0.051
	-0.036
	-0.034
	


(Source: Excel)
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	"Cash Operating Cycle (CCC)"

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020

	1. “Inventory Days (Inventory Holding Period)”
	(Inventory/Sales)*365
	 

	Inventory
	
	 ₩       1,97,91,007 
	 ₩       1,74,00,346 
	 ₩       1,42,91,216 
	 ₩       1,16,45,641 
	 ₩       1,13,33,734 

	(/): Sales
	
	 ₩     17,52,31,153 
	 ₩     16,26,63,579 
	 ₩     14,25,27,535 
	 ₩     11,76,10,626 
	 ₩     10,39,97,601 

	“Inventory Days”
	
	41.22
	39.04
	36.60
	36.14
	39.78

	2. “Receivable Days (Debtor Collection Period)”
	(Accounts Receivable​/Sales)*365
	 

	Accounts Receivable​
	
	 ₩          59,08,079 
	 ₩          46,82,182 
	 ₩          42,79,057 
	 ₩          31,47,296 
	 ₩          32,83,972 

	(/): Sales
	
	 ₩     17,52,31,153 
	 ₩     16,26,63,579 
	 ₩     14,25,27,535 
	 ₩     11,76,10,626 
	 ₩     10,39,97,601 

	“Receivable Days”
	
	12.31
	10.51
	10.96
	9.77
	11.53

	3. “Payable Days (Creditor Payment Period)”
	(Accounts Payable​/Sales)*365
	 

	Accounts Payable​
	
	 ₩          95,32,876 
	 ₩          86,42,808 
	 ₩       1,07,97,065 
	 ₩          91,55,255 
	 ₩          87,93,179 

	(/): Sales
	
	 ₩     17,52,31,153 
	 ₩     16,26,63,579 
	 ₩     14,25,27,535 
	 ₩     11,76,10,626 
	 ₩     10,39,97,601 

	“Payable Days”
	
	19.86
	19.39
	27.65
	28.41
	30.86

	Calculate “Cash Operating Cycle (CCC)”
	Inventory Days+Receivable Days−Payable Days
	33.67
	30.16
	19.91
	17.50
	20.44


(Source: Excel)
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(Source: Excel)
[bookmark: _Toc227860380]Appendix IV: Investment Appraisal 
	Project
	“NPV”
	“PI”
	“PBP”
	“IRR”
	“ARR”

	A
	-£               8.7 
	1.2
	Not Recovered
	2.7%
	1.6%

	B
	-£               8.3 
	1.2
	Not Recovered
	3.3%
	2.0%

	C
	-£               2.0 
	1.0
	Not Recovered
	8.6%
	6.0%


(Source: Excel)
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