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[bookmark: _Toc227090047]1. Financial Health Check
Battery-only-driven vehicles: The financial performance of BYD between 2021 and 2025 shows a high-growth trend, enabled by a vibrant market expansion, increased operational scale, and rising global competitiveness in the electric vehicle industry. But this fast growth has also come with strains on liquidity, increased leverage, and volatility in profitability. A ratio analysis that covers profitability, liquidity, efficiency, gearing, investment, and cash flow provides an in-depth overview.
[bookmark: _Toc227090048]1.1 Profitability Analysis
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[bookmark: _Toc227090036]Figure 1: Profitability Analysis
(Source: Excel)
The increase in revenue is remarkable, with BYD growing its revenue by 257,619 in 2021 and 861,131 in 2025, nearly three times over five years. This signifies aggressive growth in EV manufacturing, robust demand in China, and rising international penetration. Although this has increased, profitability remains volatile. Net profit margin improved from 1.42% in 2021 to over 5% in 2023 and 2024, before declining slightly to 4.07% in 2025. This implies that, although BYD has managed to scale operations, maintaining margins has become more difficult, likely due to rising input costs, competitive price pressures, and expansion-related costs (Sánchez et al., 2022).
The Return on Equity (ROE) rose to 22.33 in 2024 and 2.88 in 2021, indicating that the company has a high ROE and delivers substantial returns to its shareholders throughout the growth period. The fall to 13.13% in 2025, however, indicates that profitability will be weaker than equity, perhaps through greater capital investment or slower earnings growth (Yuan et al., 2022). Likewise, Return on Assets (ROA) increased to 5.19% by 2024, then dropped to 3.54% by 2025, indicating that the company is less efficient in using assets to generate profit.
The trend of operating profit is also downward in the latest year, with a decrease of 38,833 in 2024 to 24,387 in 2025. This implies margin compression and an emphasis on maintaining profitability in a highly competitive, price-sensitive EV market.
[bookmark: _Toc227090049]1.2 Liquidity Analysis
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[bookmark: _Toc227090037]Figure 2: Liquidity Analysis
(Source: Excel)
The liquidity analysis indicates a serious concern. The current ratio of BYD decreased from 2021 to 2025, falling to 0.793, which is still below 1. This means that current liabilities exceed current assets, which may imply a short-term liquidity strain (Ramadan and Morshed, 2023). The same trend is observed with the quick ratio, which decreases from 0.717 in 2021 to 0.497 in 2025, highlighting the dependence on inventory and the scarcity of liquid assets.
These ratios indicate that BYD has an aggressive working capital policy and extensively uses supplier financing and high inventory turnover to support business (Rahman, 2023). Although this approach can improve efficiency and promote growth, it also increases liquidity risk, especially during periods of economic unpredictability or demand fluctuations.
The chronic liquidity shortfall suggests that BYD might have to rely on external funding or improve working capital management to meet its short-term liabilities.
[bookmark: _Toc227090050]1.3 Efficiency Analysis
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[bookmark: _Toc227090038]Figure 3: Efficiency Analysis
(Source: Excel)
The efficiency ratios show significant changes in BYD's operational management over time. The accounts receivable days decreased significantly (105.31 days in 2021 and 39.88 days in 2025), which shows better credit management and quicker cash collection (Listiadi, 2022). This is an encouraging move, as the liquidity will improve and the bad debts will be minimised.
The inventory days reduced to 84.38 days in 2021 and ranged around 65 days in 2023 and 2024, then slightly increased to 76.92 days in 2025. This indicates that although inventory management initially improved, current trends suggest it may be overstocked or experiencing slow inventory turnover, which could be attributed to changing demand or supply chain adjustments (Burnie and Ridder, 2023).
The number of accounts payable days decreased to 103.77 in 2025, compared with 142.40 in 2021, indicating that BYD is paying suppliers faster over time. Although this can enhance supplier relations and supply chain stability, it reduces financial profit from trade credit and puts pressure on liquidity (Burnie and Ridder, 2023).
Overall, BYD shows positive changes in its receivables management and mediocre inventory management, but the decrease in payable days indicates a weakening capacity to finance its operations through supplier credit.
[bookmark: _Toc227090051]1.4 Capital Structure and Gearing
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[bookmark: _Toc227090039]Figure 4: Gearing Analysis
(Source: Excel)
The above presented diagram shows the gearing ratios such as D/E and D/C for the last 5 years. The capital structure of BYD has changed tremendously over the past five years. Its debt-to-equity ratio was moderate, ranging from 23.26 to 43.79 in 2021-2024,, indicating an equal mix of financing. The ratio, however, shot up to 68.95% in 2025, indicating a significant increase in leverage (Poutziouris et al., 2022).
On the same note, the debt-to-capital ratio rose to 40.81% in 2025, indicating greater reliance on debt financing. This change can be necessitated by the need to finance growth, investment in capital and technological advancements (Olulu-Briggs and Wobo, 2023). Whereas leverage can improve returns during growth, it can amplify financial risk, especially when profitability declines.
The increasing debt burden and the expected decline in profitability by 2025 cast doubt on BYD's financial sustainability. Increased interest payments might further strain earnings and reduce financial flexibility.
[bookmark: _Toc227090052]1.5 Market Investment Performance
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[bookmark: _Toc227090040]Figure 5: Investment Performance Analysis
(Source: Excel)
The ratios of investors indicate shifting market perceptions of BYD's performance. Compared with 0.43 in 2021, earnings per share reached a high of 5.00 in 2024, indicating strong profit growth (BYD, 2026). Nevertheless, the EPS decreased to 3.88 in 2025, which aligns with the decrease in net profit.
The price-to-earnings (P/E) ratio decreased sharply from a very high 171.93 in 2021 to 18.19 in 2024, then rose slightly to 25.19 in 2025. This indicates that the market initially valued BYD based on high growth expectations, which have since been tempered as the company has grown and competition has increased (Sam, 2025).
The current P/E ratio is more balanced in terms of valuation, both in growth potential and new risks. Shareholders seem encouraged by BYD's long-term potential, though the lower valuation ratio suggests greater scepticism about its financial results.
[bookmark: _Toc227090053]1.6 Cash Flow Analysis
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[bookmark: _Toc227090041]Figure 6: Cashflow Performance Analysis
(Source: Excel)
The cash flow analysis is a crucial source of information on the quality of BYD's earnings. Operating cash flow increased significantly from 79,073 in 2021 to 187,758 in 2023, before declining to 64,525 in 2025 (BYD, 2026). This drastic decrease in 2025 is one of the main issues, as it runs counter to comparably stable revenue rates and may indicate potential problems with cash generation.
Operating conversion ratios have been above 1 during the period, indicating that cash flows support operating profits. Nevertheless, the ratio has decreased considerably from 15.59 in 2021 to 2.65 in 2025, indicating a decline in cash generation efficiency (Asman et al., 2025). This could be due to changes in working capital, higher operating costs, or lower profitability. The net decrease in operating cash flow in 2025, along with the deterioration of liquidity ratios, underscores a possible cash flow constraint that may affect the company's capacity to finance its operations and investments (Ishikawa et al., 2025).
[bookmark: _Toc227090054]1.7 General Financial Position and Major Issues
The financial performance of BYD over the past five years shows that the company is in a high-growth stage, transitioning to a more mature, competitive one. The main strengths are high revenue growth, increased operational efficiency, and high returns on equity and assets in the past (Lee, 2023). The company has already increased its market share and become one of the leaders in the global EV market.
Nevertheless, a few critical questions arise out of the analysis. Liquidity is also a major concern, and both the current and quick ratios are below 1. The soaring leverage in 2025 implies an increase in financial risk, especially as profitability decreases (Fatouh et al., 2024). Also, declining cash flow performance may indicate difficulties maintaining operational efficiency.
Strategically, BYD needs to improve liquidity, manage its debt, and lower costs to remain profitable. To sustain growth, it will be necessary to improve working capital management and stabilise cash flow.
Although BYD is showing strong growth and effective positioning strategies, its financial position is increasingly defined by new risks that require active management (Olayinka, 2022). Balancing growth and financial stability will be essential to long-term sustainability and shareholder value creation.
[bookmark: _Toc227090055]2. Working Capital Management Analysis
The operating cycle working capital management of BYD between 2021 and 2025 indicates that it has shifted from a relatively cash-constrained operating cycle to a more efficient, yet tightening, liquidity position. The cash conversion cycle (CCC) analysis and its elements (accounts receivable days, inventory days, and accounts payable days) provide crucial information about the firm's short-term financial efficiency and its ability to sustain working liquidity in the rapidly growing electric vehicle market.
[bookmark: _Toc227090056]2.1 Assessment of Cash Conversion Cycle (CCC)
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[bookmark: _Toc227090042]Figure 7: Cash Conversion Cycle (CCC) analysis
(Source: Excel)
The cash conversion cycle (accounts receivable days- accounts payable days + inventory days) is used to gauge how long it takes a company to turn its investments in working capital into cash inflows. The CCC of BYD exhibits strong variation over the five years, with a high positive cycle of 47.30 days in 2021, a negative cycle of -23.27 days in 2023, and then returning to a positive cycle of 13.03 days in 2025. This trend emphasises a transition to a more efficient structure following a cash-intensive operating model, and a more recent decline (Stavropoulos and Zounta, 2025).
The positive CCC in 2021 shows that BYD took about 47 days to break even on its cash investment in operations, which is slower collection of receivables, a comparatively high inventory turnover, and a long production cycle (Binsaddig et al., 2023). The shift to negative CCC in 2023 and 2024, however, indicates that the company has effectively utilised supplier credit and enhanced operational efficiency, enabling it to generate cash from customers and pay suppliers (Karim et al., 2024). This is a highly efficient working capital position, typically associated with strong bargaining power and a well-managed supply chain.
The further rise in CCC to positive territory in 2025 is an indicator of a decline in this advantage. Such a change implies that BYD must once again fund a portion of its operating cycle internally, potentially straining its liquidity, especially given falling operating cash flow and low liquidity ratios (Zaher and Illescas, 2022).
[bookmark: _Toc227090057]2.2 Receivables Management
Days accounts receivable have also improved significantly, from 105.31 days in 2021 to 39.88 days in 2025. This massive decrease reflects better credit control, quicker collections, and perhaps a move toward more cash-based transactions. One of the biggest contributors to the decline in the cash conversion cycle over the past few years has been improvements in receivables management.
Nevertheless, the progressive reduction in receivable days also indicates the company's capacity to scale its operations efficiently without losing control over customer payments (Zaher and Illescas, 2022). This is especially true in a high-growth environment, where sales growth may at times increase credit risk. It is also a sign of healthy operational discipline that BYD has been able to decrease the days outstanding and increase revenue.
[bookmark: _Toc227090058]2.3 Inventory Management
Inventory days have been moderate, dropping to around 65 days in 2023 and 2024, then fluctuating again to 76.92 days in 2025. The first decline is that the inventory turnover has improved, and the production and demand are more in line. However, the increase in 2025 suggests potential inefficiencies, such as overproduction, demand volatility, or supply chain disruptions.
Inventory management is important within an intensive manufacturing company like BYD because the cost of raw materials and components is high (Zaher and Illescas, 2022). Unsold inventory uses up capital and increases storage expenses, and a lack of inventory may cause production to halt. The recent rise in the inventory days can thus be a sign that better demand forecasting and supply chain optimisation is necessary.
[bookmark: _Toc227090059]2.4 Payables Management
The accounts payable days have decreased significantly to 103.77 days in 2025, compared to 142.40 days in 2021. This is still very high, but the decline suggests that BYD is paying its suppliers more quickly over time. The negative cash conversion cycle in earlier years was due to the extended payable period, which, in effect, enabled the company to fund its operations with supplier credit.
The decrease in payable days indicates a change in supplier relations or a strategic shift to enhance supply chain reliability (Zaher and Illescas, 2022). Although this can increase supplier trust and lower operational risk, it also reduces the financial returns from trade credit and contributes to the recent rise in the cash conversion cycle.
[bookmark: _Toc227090060]2.5 Overall Working Capital Efficiency
The five-year working capital efficiency of BYD has increased significantly, especially in 2021-23, when it turned negative. It shows strong operational management and an efficient use of supplier financing. The change from a negative to a positive CCC in 2025, however, points to inefficiencies and even greater liquidity strains.
The increasing inventory days and decreasing payable days have cancelled the gains in the receivables management, leading to a longer cash cycle. This is especially alarming, given that the company is already in a poor liquidity situation, as indicated by its current and quick ratios below 1.
[bookmark: _Toc227090061]2.6 Strategies to Improve Liquidity
To enhance liquidity and streamline working capital, BYD should implement reforms across all elements of the cash conversion cycle (Zaher and Illescas, 2022). Firstly, the priority in receivables management should remain on quick collection by tightening credit policy, offering online payment options, and providing incentives for early payment. It is important to keep receivable days low to maintain cash inflows.
Secondly, inventory management should be improved through advanced demand forecasting, just-in-time production, and better supply chain coordination (Pal, 2023). A decrease in inventory days would free up much capital and enhance liquidity without reducing operational efficiency.
Thirdly, BYD is to pay close attention to its payable strategy. Although the company needs to maintain good relationships with suppliers, it could take advantage of opportunities to negotiate long payment terms where practicable to recover some of the working capital advantages it had enjoyed in previous years. This needs to be offset to prevent interference in supply chain stability.
[bookmark: _Toc227090062]2.7 Comparison of Short-term and long-term financing options
The development of BYD's working capital position has significant implications for its financing strategy. With the cash conversion cycle turning positive, the company might be more inclined to use short-term funds to finance its day-to-day operations, which include trade credit, bank overdrafts, and short-term loans (Krinichansky, 2025). These sources are flexible and suitable for meeting temporary liquidity shortages.
However, excessive reliance on short-term funding would expose the company to financial risk, especially during volatile market conditions. Thus, BYD may supplement short-term sources with long-term funding sources, such as long-term debt and equity (Krinichansky, 2025). Long-term funding allows stability and enables major investment in technology, production capacity, and international expansion.
Given the company's increasing leverage, a mixed strategy is needed. Short-term financing may be employed to meet the urgent liquidity requirements; nevertheless, long-term financing is needed to enhance the capital structure and minimise the risk of refinancing.
[bookmark: _Toc227090063]3. Strategic Financial Restructuring Plan
[bookmark: _Toc227090064]3.1 Recommendations of Financial Restructuring options
There are three key issues in BYD's financial profile. Firstly, the liquidity ratios are always below 1, indicating structural working capital strain and dependence on external financing. Second, the rapid rise in the debt-to-equity ratio to almost 69 per cent in 2025 indicates a high level of financial leverage, which exposes the company to greater risks. Third, the profitability measures of net margin, ROE, and ROA have deteriorated over the last year, indicating margin compression and operational inefficiency.
These trends indicate that BYD is moving from a high-growth phase into a more mature one, where financial discipline, cost control, and capital efficiency are of utmost importance. It then needs to be strategically restructured financially to rebalance the company's financial position, enhance resilience, and support sustainable growth.
[bookmark: _Toc227090065]3.2 Capital Strengthening and Equity Injection
A targeted equity injection is one of the best restructuring alternatives for BYD. Since the company has a better, though still average, price-to-earnings ratio and a strong growth story, equity financing offers a way to raise funds without creating significant financial risk. Equity injections would also enhance the balance sheet by reducing debt and improving liquidity, a major issue now (Volz et al., 2024).
The shareholder value effect needs to be considered. Although the issue of new equity can result in dilution of the shareholders of the company, it can also add value in the long run since it can be used to finance growth, mitigate financial risk, and allow strategic investments in the company in terms of innovation and production capacity (Volz et al., 2024). In the case of a growth-oriented business such as BYD, the advantages of increased financial security and the ability to invest will likely outweigh the temporary diminution in impacts.
[bookmark: _Toc227090066]3.3 Restructuring of Debt and Risk Management
The increasing leverage that BYD has brought about the need to strategically review its debt structure. Debt restructuring may include refinancing, lengthening maturities, and reducing short-term borrowing (Mehmood and De Luca, 2025). Long-term funds obtained at reasonable interest rates will help BYD to match its capital structure with long-term investments in manufacturing plants, battery technology and globalisation.
By reducing expensive debt and maximising the debt portfolio, financial stability would increase, as would the risk of liquidity constraints. Although debt offers tax benefits, as interest can be deducted, high leverage levels expose companies to economic shocks and interest rate fluctuations (Xiao and Yao, 2022). Thus, the aim is to find an ideal debt-equity ratio that maximises shareholder value while maintaining financial flexibility.
[bookmark: _Toc227090067]3.4 Portfolio Optimisation and Strategic Divestiture
With BYD striving to grow in many directions, such as electric vehicles, batteries, and renewable energy solutions (Liu, 2025), it risks becoming over-diversified and inefficiently allocating funds (Pavelic, 2025). Strategically disposing of non-core or non-performing assets can free up capital, better focus on growing areas, and become more efficient overall.
Key financial indicators that can be enhanced through divestiture include return on assets and asset turnover. This becomes especially relevant in light of the recent decline in profitability and the need to improve operational efficiency (Pavelic, 2025). Reinvestment in core competencies will enable BYD to improve its competitive standing and increase long-term value creation.
[bookmark: _Toc227090068]3.5 Mergers and Strategic Alliances
Instead of making big acquisition deals, BYD can enjoy strategic alliances and joint ventures, especially in foreign markets. The partnership with local manufacturers, technology companies, or battery suppliers can ease barriers to entry, reduce risk, and accelerate international growth.
These partnerships increase operational flexibility, as BYD can adapt to various regulatory environments and market conditions without incurring significant investment (Ngwakwe, 2024). They also encourage innovation by sharing knowledge and by making new technologies available. Strategic alliances offer a more versatile and less risky option than traditional mergers in a fast-paced industry.
[bookmark: _Toc227090069]3.6 Shareholder Value Impact
The restructuring plans aim to improve shareholder value by enhancing financial stability, profitability, and sustainable growth. Equity injection will facilitate financing of expansion and innovation, and debt optimisation will minimise financial risk and enhance earnings stability. Portfolio optimisation and divestiture improve efficiency and ROI.
However, it is important to balance short-term and long-term impacts. Equity issues can result in short-term earnings-per-share dilution, and restructuring costs can temporarily lead to a decline in profitability. However, these effects are likely to be outweighed by the long-term benefits of better financial health, less risk and increased growth potential.
[bookmark: _Toc227090070]3.7 Influence on Financing Structure and Financial Stability
The restructuring plan aims to create a more sustainable and balanced capital structure. By reducing debt use and increasing the ratio of long-term to short-term funding, BYD will improve its financial stability and ability to withstand economic shocks.
Better debt management will also improve the company's creditworthiness, helping it secure financing on better terms in the future. This is especially true in a capital-intensive industry, where constant investment is necessary to keep up with the competition.
[bookmark: _Toc227090071]3.8 Tactical and Strategic Mobility
Restructuring finances also increases operational flexibility by freeing up funds and alleviating financial constraints. This enables BYD to respond more effectively to changes in market demand, technological developments, and competitive forces. Enhanced liquidity enables faster investment in new projects, and less debt provides greater flexibility in strategic decision-making. This is essential in the EV sector, where consumer preferences are changing and evolving rapidly, requiring continuous adjustment.
[bookmark: _Toc227090072]3.9 International Considerations
BYD operates in an international environment, subjecting it to various financial risks. Currency fluctuations may significantly impact revenues and costs, especially when the company goes international. These risks may be reduced through hedging and diversification of revenue streams (Kehinde et al., 2023).
Another consideration is that countries offer different tax incentives for electric vehicle manufacturing and renewable energy (Dzobelova et al., 2024). The company's global taxation strategy can be optimised to increase profitability while remaining compliant with international regulations.
There is also the issue of inflation, especially in the prices of raw materials like lithium and other battery components. This requires effective cost management and strategic sourcing to remain profitable in the inflationary environment (Bahaj et al., 2023).
[bookmark: _Toc227090073]3.10 Corporate social Responsibility (CSR) and Ethical issues
As one of the primary EV makers, BYD can make a significant contribution to sustainability and environmental protection. The decisions made in financial restructuring should be in line with these goals, where cost cutting and efficiency gains should not endanger the environment and social standards.
Ethical sourcing of raw materials, especially those used in battery production, is a crucial issue. BYD should ensure its supply chain is responsible, with fair labour practices and environmental safety. Renewable energy and sustainable technologies can be invested in not only to advance corporate social responsibility goals, but also to create greater long-term value and build brand reputation. Integrating financial strategy with sustainability goals is not only an ethical requirement but also a strategic benefit.
[bookmark: _Toc227090074]4. Capital Budgeting and Investment Appraisal
Investment appraisal is a critical aspect of financial decision-making for BYD, given its rapid growth, tight liquidity, and rising leverage. As observed in the working capital and financial health analysis, BYD faces cash flow and short-term solvency strains, despite high revenue growth. The capital budgeting decision, therefore, should focus more on ensuring profitability and liquidity maintenance, risk mitigation, and long-term strategic alignment. This part compares the Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR) for three proposed projects (A, B, and C). Then it makes a capital rationing decision with a constraint limit of £100 million.
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[bookmark: _Toc227090043]Figure 8: Discounting factors by year
(Source: Excel)
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[bookmark: _Toc227090044]Figure 9: Project A appraisal
(Source: Excel)
[image: ]
[bookmark: _Toc227090045]Figure 10: Project B appraisal
(Source: Excel)
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[bookmark: _Toc227090046]Figure 11: Project C appraisal
(Source: Excel)
[bookmark: _Toc227090075]4.1 Payback Period (PBP) Evaluation
The payback period is the time required to recover the initial investment, and it is especially useful for assessing liquidity risk (Wangchuk, 2022). Project A has a payback period of 4.50 years, and Project B has a slightly higher payback period of 4.55 years. Conversely, Project C has a much shorter payback period of around 3.60 years using cumulative cash flows, although the table shows a simplified payback period of 2.00 years.
Financially, Project C is by far the better choice in terms of liquidity, as it breaks even on the initial £50 million investment sooner. This is particularly significant for BYD, which currently has low liquidity ratios, with both the current and quick ratios below 1. The short payback period will minimise exposure to uncertainty and increase cash flow availability, which is extremely important in a capital-intensive business (Sinaga et al., 2023). The drawback of the payback method, though, is that it does not consider the time value of money or cash flows outside the recovery period and therefore should not be used as a decision criterion on its own.
[bookmark: _Toc227090076]4.2 Accounting Rate of Return (ARR) Analysis
Accounting Rate of Return indicates average profitability relative to the original investment. Project A yields an ARR of 1.60, Project B yields an ARR of 2.00, and Project C yields a much better ARR of 6.00. This implies that Project C will have the best accounting profitability during its lifecycle.
In the case of BYD, where the return on equity decreased from 22.33% in 2024 to 13.13% in 2025, it would be necessary to select projects with high profitability to regain investor confidence and achieve better financial results (Tulhayat et al., 2025). The high ARR of project C meets this goal. However, ARR is based on accounting profits rather than cash flows and does not account for the time value of money, which limits its use in capital budgeting decisions.
[bookmark: _Toc227090077]4.3 Net Present Value (NPV) Evaluation
Net Present Value is commonly considered the best way to evaluate investment decisions because it accounts for the time value of money and directly measures the value created. All three projects have negative NPVs at a 10 per cent discount rate. Project A NPV = -£8.676 million, Project B = -£8.301 million and Project C = the least negative NPV = -1.984 million.
Negative NPVs indicate that not all projects will meet the required rate of return, meaning they would decrease shareholder value in a purely financial context (Sekhar, 2025). Nonetheless, Project C is the most favourable, since it minimises value destruction and is as close to breakeven as possible.
Given BYD's already elevated debt levels and declining operating cash flow in 2025, investing in projects with negative NPVs poses a serious financial risk. Thus, all projects must be eliminated on strict financial grounds (Sekhar, 2025). But in real life, strategic factors tend to drive investment decisions, especially in sectors where technology is changing rapidly and competition is intense.
[bookmark: _Toc227090078]4.4 Profitability Index (PI) Evaluation
The profitability index is used to determine how efficiently capital is used by dividing the present value of the inflows by the initial investment (Usodan et al., 2025). Project A has a PI of 82.65%, Project B has a PI of 83.40%, and Project C has the highest PI at 96.03%. None of the projects has a PI above 1, which would reflect the value creation, but Project C once again shows better performance.
This supports the NPV analysis, which shows that Project C has the highest return per unit of investment. The profitability index is a helpful additional measure in a setting where financial resources are scarce and leverage is rising.
[bookmark: _Toc227090079]4.5 Internal Rate of Return (IRR) analysis
The Internal rate of Return is the discount rate at which the NPV of a project is zero. Project A has an IRR of 2.72, Project B has 3.26, and Project C has 8.59. None of the projects satisfies BYD's cost of capital, as all the IRRs are below the required 10%.
Nevertheless, Project C is once again ahead of the rest, with an IRR much closer to the required one. This implies that Project C is more immune to changes in discount rates and may become viable when conditions are slightly more favourable, e.g., when financing costs are lower or cash flow forecasts improve (Usodan et al., 2025).
[bookmark: _Toc227090080]4.6 General Comparison of Projects and Recommendation
An overall assessment of all appraisal methods will always reveal Project C as the most appealing. It has the shortest payback period, the highest ARR, the least negative NPV, the highest profitability index, and the highest IRR. It is, however, important to note that none of the projects has positive NPVs, meaning they do not generate the required rate of return for the company. In the case of BYD, which is already experiencing liquidity pressures and rising leverage, investing in such projects could increase financial risk. Thus, the rationale for the decision should be strategic rather than financial indicators.
The cash flow profile of Project C, with a significant inflow in the mid-years, aligns with the BYD growth strategy and the need to scale up production and innovation. It also offers a quicker cash recovery, which is advantageous given the company's poor liquidity. Thus, the best individual project is recommended to be Project C, if strategic benefits outweigh the financial deficits.
[bookmark: _Toc227090081]4.7 Capital Rationing Decision
BYD has a capital constraint of £100 million, which it can combine on two projects. The aim is to maximise overall NPV using the available budget. The NPVs are as follows: Projects A and B, Projects A and C, and Projects B and C yield the lowest total NPVs of -16.977, -10.660, and -10.285 million, respectively.
According to this analysis, Project B and Project C are the best combination because they will result in the least value destruction and have a balanced cash flow profile (Lorentzen and Osmundsen, 2023). Project B is stable and predictable in terms of cash inflows, which can be used to maintain liquidity and minimise risk. In contrast, Project C is more profitable and offers better growth opportunities.
Such a mix is especially appropriate for BYD's financial situation. Project B can improve cash flow stability, which is important given the company's low liquidity ratios, whereas Project C can help the company expand strategically to improve profitability (Hoang et al., 2025).
[bookmark: _Toc227090082]4.8 Non-Financial and Strategic
Besides financial measures, investment decisions should also consider non-financial aspects. The EV industry faces significant political and regulatory risks, especially given its reliance on government incentives and environmental policies. Changes in subsidies or trade restrictions may affect a project's viability.
Brand perception and customer loyalty are also critical as well. Investments to improve product quality, drive innovation, and advance sustainability can consolidate BYD's competitive position and sustain long-term demand. Project C, with a better growth profile, is better positioned to support these goals. This is because of the rapid development of battery technology and autonomous systems, which require ongoing investment. Technological leadership-based projects are critical to remain competitive in the global EV market.

[bookmark: _Toc227090083]Reference List
Ali, K., Chisti, K. A., and Malik, I. A. (2022). Impact of earnings per share on stock prices and price-to-earnings ratio. Economics and Business Quarterly Reviews, 5(2). https://papers.ssrn.com/sol3/Delivery.cfm?abstractid=4125746
Asman, F. N., Fernandez, D., Jamaludin, N. A., Omar Zaki, H., and Ghazali, A. W. (2022). Cash conversion cycle and firm’s performance. International Journal of Academic Research in Business and Social Sciences, 12(11), 2682-2692. https://www.academia.edu/download/106769993/cash-conversion-cycle-and-firms-performance.pdf
Bahaj, S., Czech, R., Ding, S., and Reis, R. (2023). The market for inflation risk (No. 1028). Bank of England. https://www.aeaweb.org/conference/2024/program/paper/Y2zSr75r
Binsaddig, R., Ali, A., Al-Alkawi, T., and Ali, B. J. (2023). Inventory Turnover, accounts receivable turnover, and manufacturing profitability: an empirical study. International Journal of Economics and Finance Studies, 15(1), 1-16. https://sobiad.org/menuscript/index.php/ijefs/article/download/1394/314
Burnie, D. A., and Ridder, A. D. (2023). Accounts payable management. In Working capital management: Concepts and strategies (pp. 283-307). https://www.researchgate.net/profile/Adri-Ridder/publication/369723213_Accounts_Payable_Management/links/67bb1955461fb56424e76018/Accounts-Payable-Management.pdf
BYD (2026). BYD Annual reports. Available at: https://www.bydglobal.com/cn/en/BYD_ENInvestor/InvestorAnnals_mob.html
Dzobelova, V., Tinikashvili, T., Yablochnikova, I., Nurdavliatova, E., and Gugkaeva, S. (2024). International practice of tax risk management. Reliability: Theory & Applications, 19(SI 6 (81)), 993-997. https://cyberleninka.ru/article/n/international-practice-of-tax-risk-management
Fatouh, M., Giansante, S., and Ongena, S. (2024). Leverage ratio, risk‐based capital requirements, and risk‐taking in the United Kingdom. Financial Markets, Institutions & Instruments, 33(1), 31-60. https://onlinelibrary.wiley.com/doi/pdf/10.1111/fmii.12185
Ishikawa, T., Gemba, K., and Oda, T. (2025). The influence of cash conversion cycle on profitability: A quantitative analysis of Japanese software firms. Access Journal, 6(1), 84-102. https://journal.access-bg.org/journalfiles/journal/issue-6-1-2025/the_influence_of_cash_conversion_cycle_on_profitability.pdf
Karim, R., Mamun, M. A. A., and Kamruzzaman, A. S. M. (2024). Cash conversion cycle and financial performance: evidence from manufacturing firms of Bangladesh. Asian Journal of Economics and Banking, 8(1), 67-82. https://www.emerald.com/ajeb/article-pdf/8/1/67/9525823/ajeb-03-2022-0033.pdf
Kehinde, S. I., Moses, C., Borishade, T., Busola, S. I., Adubor, N., Obembe, N., and Asemota, F. (2023). Evolution and innovation of hedge fund strategies: a systematic review of literature and framework for future research. Acta Innovations. https://yadda.icm.edu.pl/baztech/element/bwmeta1.element.baztech-90d6a8fe-8cd1-4f98-a24d-8d8944fb6286/c/50_evolution_and_innovation_of_hedge__29_40.pdf
Krinichansky, K. V. (2025). The Theoretical Foundations and Problematic Areas of the Contemporary Long-Term Financing Theory. FINANCE: THEORY AND PRACTICE, 112. https://financetp.fa.ru/jour/issue/download/94/103#page=112
Lee, C. C. (2023). Analyses of the operating performance of information service companies based on indicators of financial statements. Asia Pacific Management Review, 28(4), 410-419. https://www.sciencedirect.com/science/article/pii/S1029313223000027
Listiadi, A. (2022). The acceptance effectiveness through accounts receivable billing period average. IJEBD International Journal of Entrepreneurship and Business Development, 5(4), 699-707. https://scholar.archive.org/work/mdlbi2hanraitgfektlykiu5wa/access/wayback/https://jurnal.narotama.ac.id/index.php/ijebd/article/download/1897/1330
Liu, H. (2025, July). Strategic Investments in Renewable Energy: A Comparative Study of BYD and Tesla. In 2025 International Conference on Financial Risk and Investment Management (ICFRIM 2025) (pp. 440-446). Atlantis Press. https://www.atlantis-press.com/article/126013062.pdf
Lorentzen, S., and Osmundsen, P. (2023). Capital rationing and business cycles in the Norwegian petroleum industry. Available at SSRN 4549624. https://papers.ssrn.com/sol3/Delivery.cfm?abstractid=4549624
Hoang, D., Gatzer, S., and Ruckes, M. (2025). The economics of capital allocation in firms: Evidence from internal capital markets. Management science, 71(8), 6392-6425. https://pubsonline.informs.org/doi/full/10.1287/mnsc.2021.02755
Mehmood, A., and De Luca, F. (2025). Financial distress prediction in private firms: developing a model for troubled debt restructuring. Journal of Applied Accounting Research, 26(6), 205-222. https://www.emerald.com/jaar/article-pdf/26/6/205/9873185/jaar-12-2022-0325.pdf
Ngwakwe, C. C. (2024). International Corporate Strategic Alliances: Mergers & Acquisitions and Financial Value Creation. The Journal of Accounting and Management, 14(1), 74-82. https://dj.univ-danubius.ro/index.php/JAM/article/download/2756/2816
Olayinka, A. A. (2022). Financial statement analysis as a tool for investment decisions and assessment of companies’ performance. International Journal of Financial, Accounting, and Management, 4(1), 49-66. https://www.researchgate.net/profile/Aminu-Olayinka/publication/361292771_Financial_statement_analysis_as_a_tool_for_investment_decisions_and_assessment_of_companies'_performance/links/62a90366a3fe3e3df8778ac8/Financial-statement-analysis-as-a-tool-for-investment-decisions-and-assessment-of-companies-performance.pdf
Olulu-Briggs, O. V., and Wobo, H. O. (2023). Cash flow, liquidity and capital structure on profitability of quoted manufacturing firms in Nigeria. ICAN, nd. https://icanig.org/documents/23_CASH_FLOW_LIQUIDITY_AND_CAPITAL_STRUCTURE.pdf
Pal, S. (2023). Advancements in AI-enhanced just-in-time inventory: Elevating demand forecasting accuracy. International journal for research in applied science and engineering technology, 11(11), 282-289. https://www.researchgate.net/profile/Subharun-Pal/publication/375415923_Advancements_in_AI-Enhanced_Just-In-Time_Inventory_Elevating_Demand_Forecasting_Accuracy/links/65495776b1398a779d695871/Advancements-in-AI-Enhanced-Just-In-Time-Inventory-Elevating-Demand-Forecasting-Accuracy.pdf
Pavelic, D. (2025). Privatisation Investment Funds Ineffective Tools for Corporate Governance and Restructuring. https://www.academia.edu/download/125550883/Privatization_investment_funds_DPavelic_ENG_For_Publishing_FINAL.pdf
Poutziouris, P., Markou, D., Glyptis, L., and Hadjielias, Ε. (2022). Capital structure of UK SMEs: An integrated understanding. International Journal of Entrepreneurship and Small Business, 46(1), 64-95. https://knowledge.lancashire.ac.uk/id/eprint/46370/1/X%20HADJIELIAS_245583_%20EH.pdf
Rahman, A. (2023). Impact of working capital ratios on profitability in selected four-wheeler automobile companies. The Lumbini Journal of Business and Economics, 11(1), 100-115. https://nepjol.info/index.php/ljbe/article/download/54320/40697
Ramadan, A., and Morshed, A. (2023). Working capital management roles for multinational retail industry profitability: a qualitative study, worldwide perspective. Information Sciences Letters, 12(10), 2707-2717. https://www.naturalspublishing.com/download.asp?ArtcID=27775
Sam, R. (2025). How to Adjust the P/E Ratio for Earnings Growth in Equity Valuation: PEG or PPP?. E Ratio for Earnings Growth in Equity Valuation: PEG or PPP. https://papers.ssrn.com/sol3/Delivery.cfm?abstractid=5241650
Sánchez, A. C., Kamau, H. N., Grazioli, F., and Jones, S. K. (2022). Financial profitability of diversified farming systems: A global meta-analysis. Ecological Economics, 201, 107595. https://www.sciencedirect.com/science/article/pii/S0921800922002579
Sekhar, S. C. (2025). Reassessing The Role Of Net Present Value In Capital Budgeting Decisions. International Journal of Research and Analytical Reviews. https://www.academia.edu/download/124979573/28_2025_IJRAR.pdf
Sinaga, A. S., Sari, M. M., Hutasuhut, A. A., Zahara, S. T., Amanda, A., Fitri, A., and Caesario, M. A. (2023). Comparison of capital budgeting methods: NPV, IRR, PAYBACK PERIOD. World Journal of Advanced Research and Reviews, 19(2), 1078-1081. https://pdfs.semanticscholar.org/35f5/923a958b071288b38d4e960e8268477ec19a.pdf
Stavropoulos, A. S., and Zounta, S. (2025). Cash conversion cycle and profitability: Evidence from Greek service firms. Journal of Risk and Financial Management, 18(4), 208. https://www.mdpi.com/1911-8074/18/4/208
Tulhayat, J. M., Azis, F., and Musa, K. S. P. (2025). Investment Feasibility Analysis in MSMEs Using Payback Period and Profitability Index Approaches: Case Study on Jalangkote Master. SIMAK, 23(02), 103-116. http://ojs.feb.uajm.ac.id/index.php/simak/article/download/658/342
Usodan, A. K. M., Jalal, F. D. H., Bandera, A. D., and Usman-Macadaag, O. M. (2025). Making the Right Choice: A Literature-Based Analysis on Investment Appraisal. International Research Journal of Economics and Management Studies IRJEMS, 4(11). https://irjems.org/Volume-4-Issue-11/IRJEMS-V4I11P113.pdf
Volz, U., Lo, Y. C., and Mishra, V. (2024). Scaling up green investment in the global south: strengthening domestic financial resource mobilisation and attracting patient international capital. SOAS University of London. https://repository.londonmet.ac.uk/9863/1/Volz%20et%20al%202024%20Scaling%20Up%20Green%20Investment%20in%20the%20Global%20South-FINAL.pdf
Wangchuk, P. (2022). Application of depreciation net present value and internal rate of return in engineering projects a brief literature review. Journal of Applied Engineering, Technology and Management, 2(1), 25-30. https://journal.jnec.edu.bt/index.php/jaetm/article/download/55/26
Xiao, J. J., and Yao, R. (2022). Good debt, bad debt: family debt portfolios and financial burdens. International Journal of Bank Marketing, 40(4), 659-678. https://www.emerald.com/ijbm/article/40/4/659/113228
Yuan, D., Gazi, M. A. I., Harymawan, I., Dhar, B. K., and Hossain, A. I. (2022). Profitability determining factors of banking sector: Panel data analysis of commercial banks in South Asian countries. Frontiers in psychology, 13, 1000412. https://www.frontiersin.org/journals/psychology/articles/10.3389/fpsyg.2022.1000412/pdf
Zaher, H., and Illescas, G. M. (2022). The Cash Conversion Cycle: A Systematic Literature Review. Economic and Social Development: Book of Proceedings, 18-35. https://www.researchgate.net/profile/Ana-Markuz/publication/367203897_PROJECT_MANAGER'S_SOCIAL_RESPONSIBILITY_ENSURING_WORK-LIFE_BALANCE_AND_EQUAL_OPPORTUNITY_IN_PROJECT/links/63c7f2a0e922c50e99a376bb/PROJECT-MANAGERS-SOCIAL-RESPONSIBILITY-ENSURING-WORK-LIFE-BALANCE-AND-EQUAL-OPPORTUNITY-IN-PROJECT.pdf#page=23

20

[bookmark: _Toc227090084]Appendices
[bookmark: _Toc227090085]Appendix 1 - Ratio Tables and graphs
	Financials
	 
	2025
	2024
	2023
	2022
	2021

	Revenue
	 
	861,131
	830,169
	656,779
	486,366
	257,619

	Cost of sales
	 
	731,589
	689,932
	537,605
	412,993
	229,396

	Operating profit
	 
	24,387
	38,833
	32,478
	22,435
	5,073

	Net profit
	 
	35,059
	43,678
	33,239
	19,330
	3,670

	Current Assets
	 
	413,746
	394,367
	332,637
	270,360
	203,197

	Current Liabilities
	 
	521,768
	527,833
	499,489
	374,259
	209,550

	Inventories
	 
	154,175
	123,487
	96,533
	88,817
	53,034

	Accounts receivable
	 
	94,090
	112,325
	101,725
	89,254
	74,331

	Accounts payable
	 
	207,996
	257,160
	214,068
	157,675
	89,494

	Operating cashflow
	 
	64,525
	145,203
	187,758
	163,927
	79,073

	Total assets
	 
	991,212
	841,748
	755,176
	557,196
	362,922

	Total debt
	 
	184169
	61446
	56084
	31703
	55838

	Total equity
	 
	267,098
	195,596
	165,660
	136,289
	127,518

	Earnings per share (EPS)
	 
	3.88
	5
	3.8
	2.21
	0.43

	Share price
	 
	97.75
	90.93
	58.1
	81.67
	73.93

	Ratios
	Formulae
	2025
	2024
	2023
	2022
	2021

	Liquidity
	 
	 
	 
	 
	 
	 

	Current ratio
	Current Assets/Current Liabilities
	0.793
	0.747
	0.666
	0.722
	0.970

	Quick ratio
	(Current Assets - Inventories)/Current Liabilities
	0.497
	0.513
	0.473
	0.485
	0.717

	Profitability
	 
	 
	 
	 
	 
	 

	Net margin
	Net profit/Revenue
	4.07%
	5.26%
	5.06%
	3.97%
	1.42%

	ROE (return on equity)
	Net profit/Total equity
	13.13%
	22.33%
	20.06%
	14.18%
	2.88%

	ROA (return on assets)
	Net profit/Total assets
	3.54%
	5.19%
	4.40%
	3.47%
	1.01%

	Gearing
	 
	 
	 
	 
	 
	 

	D/E (Debt to Equity) ratio
	Total debt/Total equity
	68.95%
	31.41%
	33.85%
	23.26%
	43.79%

	D/C (Debt to Coverage) ratio
	Total debt/(Total debt + Total equity)
	40.81%
	23.91%
	25.29%
	18.87%
	30.45%

	Efficiency
	 
	 
	 
	 
	 
	 

	Accounts receivable days
	Accounts receivable*365/Revenue
	39.881
	49.386
	56.533
	66.982
	105.314

	Accounts payable days
	Accounts payable*365/Cost of sales
	103.772
	136.047
	145.339
	139.352
	142.397

	Inventory days
	Inventory*365/Cost of sales
	76.920
	65.329
	65.540
	78.496
	84.384

	Investment
	 
	 
	 
	 
	 
	 

	P/E (Price to Earning) ratio
	Share price/EPS
	25.193
	18.186
	15.289
	36.955
	171.930

	Cash flow
	 
	 
	 
	 
	 
	 

	Operating cash conversion
	Operating cashflow/Operating profit
	2.646
	3.739
	5.781
	7.307
	15.587









	CCC components
	2025
	2024
	2023
	2022
	2021

	Accounts receivable days
	39.881
	49.386
	56.533
	66.982
	105.314

	Accounts payable days
	103.772
	136.047
	145.339
	139.352
	142.397

	Inventory days
	76.920
	65.329
	65.540
	78.496
	84.384

	Cash Conversion Cycle
	13.029
	-21.332
	-23.266
	6.126
	47.301




[bookmark: _Toc227090086]Appendix 2 - Investment appraisal calculations (Excel outputs encouraged)
	Year
	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Discoun rate
	10%
	 
	 
	 
	 
	 

	Discounting factor
	1.000
	0.909
	0.826
	0.751
	0.683
	0.621



	Year
	 
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)

	Project A 
	 
	 
	 
	 
	 
	 

	Investment
	50
	 
	 
	 
	 
	 

	Cash inflows
	 
	10
	12
	14
	10
	8

	Net Cash inflows
	-50
	10
	12
	14
	10
	8

	Cummulative Cash inflow
	-50
	-40
	-28
	-14
	-4
	4

	Payback after (years)
	4
	 
	 
	 
	 
	 

	Payback Period/PBP (years)
	4.50
	 
	 
	 
	 
	 

	Average profit
	0.80
	 
	 
	 
	 
	 

	Acounting Rate of Return/ARR
	1.60%
	 
	 
	 
	 
	 

	Internal Rate of Return/IRR
	2.72%
	 
	 
	 
	 
	 

	Dicounted Cash inflows
	-50.000
	9.091
	9.917
	10.518
	6.830
	4.967

	Dicounted Cash inflow (ex. Investment)
	41.324
	 
	 
	 
	 
	 

	Net Present Value/NPV
	-8.676
	 
	 
	 
	 
	 

	Profitability Index/PI
	82.65%
	 
	 
	 
	 
	 



	Year
	 
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)

	Project B
	 
	 
	 
	 
	 
	 

	Investment
	50
	 
	 
	 
	 
	 

	Cash inflows
	 
	11
	11
	11
	11
	11

	Net Cash inflows
	-50
	11
	11
	11
	11
	11

	Cummulative Cash inflow
	-50
	-39
	-28
	-17
	-6
	5

	Payback after (years)
	4
	 
	 
	 
	 
	 

	Payback Period/PBP (years)
	4.55
	 
	 
	 
	 
	 

	Average profit
	1.00
	 
	 
	 
	 
	 

	Acounting Rate of Return/ARR
	2.00%
	 
	 
	 
	 
	 

	Internal Rate of Return/IRR
	3.26%
	 
	 
	 
	 
	 

	Dicounted Cash inflows
	-50.000
	10.000
	9.091
	8.264
	7.513
	6.830

	Dicounted Cash inflow (ex. Investment)
	41.699
	 
	 
	 
	 
	 

	Net Present Value/NPV
	-8.301
	 
	 
	 
	 
	 

	Profitability Index/PI
	83.40%
	 
	 
	 
	 
	 



	Year
	 
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)

	Project C
	 
	 
	 
	 
	 
	 

	Investment
	50
	 
	 
	 
	 
	 

	Cash inflows
	 
	5
	10
	20
	25
	5

	Net Cash inflows
	-50
	5
	10
	20
	25
	5

	Cummulative Cash inflow
	-50
	-45
	-35
	-15
	10
	15

	Payback after (years)
	4
	 
	 
	 
	 
	 

	Payback Period/PBP (years)
	2.00
	 
	 
	 
	 
	 

	Average profit
	3.00
	 
	 
	 
	 
	 

	Acounting Rate of Return/ARR
	6.00%
	 
	 
	 
	 
	 

	Internal Rate of Return/IRR
	8.59%
	 
	 
	 
	 
	 

	Dicounted Cash inflows
	-50.000
	4.545
	8.264
	15.026
	17.075
	3.105

	Dicounted Cash inflow (ex. Investment)
	48.016
	 
	 
	 
	 
	 

	Net Present Value/NPV
	-1.984
	 
	 
	 
	 
	 

	Profitability Index/PI
	96.03%
	 
	 
	 
	 
	 



Liquidity

Current ratio	2025	2024	2023	2022	2021	0.7929692890326735	0.74714350940543695	0.66595460560693032	0.72238743757665147	0.9696826533047006	Quick ratio	2025	2024	2023	2022	2021	0.49748355590990634	0.5131926196353771	0.47269109029428075	0.48507317125306271	0.71659747077069913	



Profitability

Net margin	2025	2024	2023	2022	2021	4.0712737086459554E-2	5.2613383539978006E-2	5.0609109000135509E-2	3.9743732086535657E-2	1.424584366836297E-2	ROE (return on equity)	2025	2024	2023	2022	2021	0.1312589386667066	0.22330722509662773	0.20064590124351081	0.14183096214661492	2.8780250631283425E-2	ROA (return on assets)	2025	2024	2023	2022	2021	3.5369830066625502E-2	5.1889639179421868E-2	4.401490513469708E-2	3.4691562753501458E-2	1.0112365742501144E-2	



Efficiency

Accounts receivable days	2025	2024	2023	2022	2021	39.881098230118297	49.38587805615483	56.532905284730482	66.981881957209183	105.31371909680574	Accounts payable days	2025	2024	2023	2022	2021	103.77211795147275	136.04732060550896	145.33871522772296	139.35193816844352	142.39703395002527	Inventory days	2025	2024	2023	2022	2021	76.920067141523447	65.329271580387626	65.539838729178484	78.495773536113205	84.384252558893792	



Gearing

D/E (Debt to Equity) ratio	2025	2024	2023	2022	2021	0.68951845390081545	0.31414752857931655	0.33854883496317761	0.23261598514920501	0.43788327922332532	D/C (Debt to Coverage) ratio	2025	2024	2023	2022	2021	0.4081153729388588	0.23905042755658609	0.25292228876542316	0.18871731987237486	0.30453325770631995	



Cash flow ratio

Operating cash conversion	2025	2024	2023	2022	2021	2.6458769016279167	3.7391651430484383	5.7810825789765383	7.3067528415422327	15.58702937118076	



Investment ratio

P/E (Price to Earning) ratio	2025	2024	2023	2022	2021	25.193298969072167	18.186	15.289473684210527	36.95475113122172	171.93023255813955	
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Average profit 1.00

Acounting Rate of Return/ARR 2.00%

Internal Rate of Return/IRR 3.26%

Dicounted Cash inflows -50.000 10.000 9.091 8.264 7.513 6.830

Dicounted Cash inflow (ex. Investment) 41.699

Net Present Value/NPV -8.301

Profitability Index/PI 83.40%
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Year Year 1 (£m)Year 2 (£m)Year 3 (£m)Year 4 (£m)Year 5 (£m)

Project C

Investment 50

Cash inflows 5 10 20 25 5

Net Cash inflows -50 5 10 20 25 5

Cummulative Cash inflow -50 -45 -35 -15 10 15

Payback after (years) 4

Payback Period/PBP (years) 2.00

Average profit 3.00

Acounting Rate of Return/ARR 6.00%

Internal Rate of Return/IRR 8.59%

Dicounted Cash inflows -50.000 4.545 8.264 15.026 17.075 3.105

Dicounted Cash inflow (ex. Investment) 48.016

Net Present Value/NPV -1.984

Profitability Index/PI 96.03%
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