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[bookmark: _Toc227947962]1. Financial Health Check
[bookmark: _Toc227947963]1.1 Introduction 
This study assesses the financial position and strategy of BYD over a five year period, through ratio analysis, working capital management, financial restructuring and capital budgeting. The evaluation draws on major financial ratios of profitability, liquidity, efficiency, gearing, investment and cash flow to address issues relating to financial performance and sustainability. 
 [image: ]
Figure 1: BYD
Also, the report assesses the efficiency of the firm's cash operating cycle and recommends ways to improve cash flows. The report also assesses financial restructuring strategies and investment appraisal methods such as Net Present Value (NPV) and Internal Rate of Return (IRR) to guide the choice of investment and capital allocation, considering resource and other constraints.

[bookmark: _Toc227947964]1.2 Financial Statements 5-year period
According to the financial statements of BYD, the growth rates are very high during the period between 2021 and 2024, then, there are signs of moderation in 2025. The increase in revenues and enhanced operating margins indicate that the growth phase will be successful in terms of scaling EV production and cost-management (Phavithra et al., 2025). The decrease in key performance indicators of 2025, however, indicates possible external forces like the augmented competition and capital intensity within the EV industry (Alinezhadjahromi et al., 2026).

[bookmark: _Toc227947965]1.3 Profitability Ratios
Profitability ratios show that BYD can make profits out of its business. In 2023, Gross profit margin rose to 20.21% (2023) and then fell to 17.74% (2025) which shows cost efficiency and thereafter compression of the margin respectively (Astuti, 2025).

[bookmark: _Toc227927243]Figure 3: Gross Profit Margin

[bookmark: _Toc227927244]Figure 4: Net Profit Margin
Net profit margin followed a similar trend, rising from 1.88% to 5.35% in 2024 and declining to 4.20% in 2025, reflecting both operational improvements and subsequent cost pressures (Shang and Baldo, 2025).

[bookmark: _Toc227927245]Figure 5: Operating Profit Margin  
The operating profit margin has grown from 2.14% in 2021 to 6.50% in 2024, reflecting improved operational efficiencies and economies of scale. But the drop to 5.00% in 2025 indicates an increase in costs or a decrease in market power in the competitive electric vehicle industry (Endris and Babu, 2026).

[bookmark: _Toc227927246]Figure 6: Return on Assets (ROA)
Return on assets (ROA) rose from 1.34% to 5.31% in 2024, showing they were efficiently using its assets, but it fell back to 3.82% in 2025, suggesting it was less efficiently deploying its assets (Taware et al., 2026).

[bookmark: _Toc227927247]Figure 7: Return on Equity (ROE)
Return on equity (ROE) leapt from 3.81% in 2021 to more than 20% in 2023 and 2024, indicating robust shareholder returns on the company's profitability. Yet the decline to 13.06% in 2025 suggests profitability is declining and possibly financial risk has increased or there is equity dilution (Mathews et al., 2025).

[bookmark: _Toc227947966]1.4 Liquidity Ratios

[bookmark: _Toc227927248]Figure 8: Current Ratio
Liquidity ratios enable the determination of the capability of the firm to address short-term liabilities. The current ratio of BYD has decreased to 0.67 in 2023 (and slightly improved to 0.79 in 2025), which means that the company was facing liquidity limitations (Baafi et al., 2024). A ratio with a value lower than 1 implies that the current assets are less than current liabilities, and solvency in the short term turns out to be at risk (Hemavathy, 2026).

[bookmark: _Toc227927249]Figure 9: Quick Ratio
This was also seen in the quick ratio where it decreased by 0.72 to 0.47 and stabilised to 0.50 in 2025, indicating a lack of liquid funds to meet the immediate liabilities. It means that the firm depends on inventory or external funds to cover the obligations, and it can result in liquidity risk (Valiña-Sotelo et al., 2026).

[bookmark: _Toc227947967]1.5 Efficiency Ratios

[bookmark: _Toc227927250]Figure 10: Inventory Turnover
Efficiency ratios are measures to determine the efficiency with which BYD leverages its assets and working capital. The inventory turnover increased to 6.15 in 2024 and then dropped to 5.20 in 2025, which can be described as effective inventory management and then to a decline in sales or inventory oversupply (Enyi et al., 2026).

[bookmark: _Toc227927251]Figure 11: Receivables Collection Period
The period of collection of receivables was also markedly reduced, which is 61 days in 2021 and 17 days in 2025, which denotes a better control of the credit and the faster cash inflows. Effective receivables optimization leads to better liquidity and less bad debt risk (Stavropoulos et al., 2025).

[bookmark: _Toc227927252]Figure 12: Payables Payment Period
Accounts payable period decreased 154 days to 103 days, which may mean that BYD is paying suppliers more quickly, improving its relations with suppliers but also decreasing its working capital (Baafi et al, 2024). Total asset turnover increased from 0.71 to 0.99 in 2024, but dropped marginally, suggesting improved efficiency in using assets to generate sales during the growth stage (Endris et al., 2026).

[bookmark: _Toc227927253]Figure 13: Total Asset Turnover

[bookmark: _Toc227947968]1.6 Gearing (Leverage) Ratios

[bookmark: _Toc227927254]Figure 14: Debt to Equity Ratio
The gearing ratios indicate the financial position and risk profile of a firm. The debt-to-equity ratio of BYD rose to 1.84 in 2021 and 3.52 in 2023 and then dropped to 2.42 in 2025, which signifies a time of vigorous debt financing, followed by partial deleveraging (Alinezhadjahromi et al., 2026). High leverage has a potential to boost returns but also heightens financial risk and interest payments (Fasua et al., 2026).

[bookmark: _Toc227927255]Figure 15: Interest Coverage Ratio
The interest coverage ratio improved a great deal compared to 2.37 in 2021, to 24.11 in 2024, showing good earnings against interest expenditure. But the decrease to 15.75 in 2025 shows a lower ability to make profits though there is a comfortable margin to cover the interest (Aldo, 2022).

[bookmark: _Toc227947969]1.7 Investment Ratios

[bookmark: _Toc227927256]Figure 16: Earnings per Share (EPS)
Market and investor value are reflected in investment ratios. Earnings per share (EPS) significantly increased from 1.06 in 2021 to 13.84 in 2024, and then plummeted to 3.58 in 2025, with fluctuations in profitability and shareholder returns (Rosario et al., 2026).

[bookmark: _Toc227927257]Figure 17: Price/Earnings Ratio (P/E)
The price-to-earnings (P/E) ratio decreased from 31.98 in 2021 to 7-8 in 2022-2024, reflecting higher earnings per share relative to share price or a decline in investors' expectations. But the ratio grew again to 29.33 in 2025, reflecting renewed market optimism or lower earnings, which leads to a higher ratio (Aldo, 2022).

[bookmark: _Toc227947970]1.8 Cash Flow Analysis

[bookmark: _Toc227927258]Figure 18: Operating Cash Flow
The cash flow analysis will give information on liquidity and financial sustainability. The operating cash flow rose to a high of RMB 169 million in 2023 and then fell sharply to RMB 39 million in 2025, up than its previous level of about RMB 65 million in 2021. It shows that there is good operational cash generation and then subsequent deterioration that can affect liquidity (Abdi et al., 2026).


[bookmark: _Toc227927259]Figure 19: Free Cash Flow
Firm's free cash flow was positive from 2021 to 2024, but then became deeply negative in 2025, likely due to the massive capital expenditures or decline in the operating cash flows. A negative free cash flow situation may limit the ability to invest and force a company to seek external funding (Bajpai et al., 2026).

[bookmark: _Toc227927260]Figure 20: Cash Flow Adequacy
The cash flow adequacy ratio decreased by the year ending 2021 and 2025 to 1.44 and 0.20 accordingly, which shows a lower capacity to meet the capital expenditure and obligation of the operating cash flows. Such a tendency outlines the possible financial strains and decreased operational viability (Bajpai and Sharma, 2026).

[bookmark: _Toc227947971]1.9 Trends, Strengths and Threats
Trends
BYD grew rapidly between 2021 and 2024, with profit growth, increased efficiency and strong market share. But in 2015 profitability, cash flow and liquidity measures are all decreasing, implying a transition from growth to maturity (Laitinen, 2018).

Strengths
The company has solid profitability development during the growth period, with increasing margins and high ROE. Effective working capital management (especially receivables) and interest coverage ratios suggest efficiency and stability (Endris et al., 2026).

Threats
The major threats are the deteriorating liquidity ratios, negative free cash flow and low profitability in 2025. The adequacy of cash flow is declining, and the high levels of leverage indicate a greater level of financial risk, especially in a capital-intensive industry like EV (Alinezhadjahromi et al., 2026).
Moreover, the uncertainty in the market expectations and investor confidence is indicated by volatility in EPS and P/E ratios. All this, coupled with the deteriorating efficiency indicators, demonstrates that there could be some operational and financial difficulties in the future (Rosario et al., 2026).
In general, despite the successful growth and efficient operation, the recent drop of some major financial performance indicators shows that strategic financial management, cost-saving, and long-term investment planning are needed to sustain the competitiveness in the long run.
[bookmark: _Toc227927261]Figure 21: Trends, Strengths and Threats


[bookmark: _Toc227947972]2. Working Capital Management Analysis 
[bookmark: _Toc227947973]2.1 Assessment of Cash Operating Cycle (CCC)

Figure 21: Cash Conversion Cycle (CCC)
The cash conversion cycle (CCC) is the key indicator of the ability to turn investments in inventory and receivables to cash flows and is the key measure of working capital efficiency. The CCC of BYD is negative over the five-year period, with the maximum value being -19.56 days in 2021, and the minimum value being -52.24 days in 2024, and then increasing to -16.05 days in 2025. The negative CCC represents the position where the firm gathers cash flow in its hands before settling its creditors and is typically taken as a good liquidity stand (Enyi et al., 2026).
 
The steep drop in CCC between 2021 and 2024 indicates the major enhancement of the receivables collection and supplier financing approaches. This is in line with the determined decrease in the number of days to collect receivables and comparatively extended payables terms, which allow BYD to finance operations by using trade credit (Stavropoulos and Zounta, 2025). Nevertheless, the increase in CCC in 2025 suggests that there will be decreased working capital efficiency, which may be caused by the slower collections, shorter supplier credit conditions, or longer holding periods (Baafi et al., 2024).
Strategically, the negative CCC indicates the high bargaining power of BYD suppliers, and effective operations. Nonetheless, overdependence on supplier financing can result in risks in case of the deterioration of supplier relations in the future or the tightening of credit conditions (Levický et al., 2026).

[bookmark: _Toc227947974]2.2 Liquidity Improvement Strategies through Working Capital Reforms
[bookmark: _Toc227947975]2.2.1 Receivables Management
It is necessary to improve the receivables management to be liquid and decrease the CCC. BYD has already shown excellent performance by cutting the number of collection days considerably, but optimizations could be improved with tight credit policies, improved credit risk testing, and electronic invoicing (Hemavathy, 2026).
Dynamic discounting or early payment is one of the ways to accelerate cash flows and increase liquidity. Moreover, it is possible to reduce the risks of default and maximise receivables turnover by means of implementing modern analytics to assess customer credit (Baafi et al., 2024).
[image: Mitigating risk with accounts receivable automation | Billtrust]
Figure 22: Receivables Management

[bookmark: _Toc227947976]2.2.2 Inventory Management
Inventory management in the EV industry is very important since the capital invested in the raw material and components is very high. Just-in-time (JIT) inventory and demand forecasting technologies should also be embraced by BYD to ensure minimum holding costs and prevent overstocking (Enyi et al., 2026).
Inventory visibility and shorter lead times can be achieved by improving the coordination in the supply chain and using digital platforms. This will assist in maintaining the best inventory levels and enhance the total cash conversion cycle (Valiña-Sotelo et al., 2026).
[image: Optimizing Manufacturing: Just-in-Time Inventory]
Figure 23: Just-in-Time Inventory

[bookmark: _Toc227947977]2.2.3 Payables Management
Managing payables while preserving supplier relationships is an effective way to enhance cash flow. BYD can seek to improve payment terms with its suppliers, or consider supply chain financing arrangements that allow for longer payment periods while keeping suppliers afloat (Gandhi, 2025).
But longer payment periods could erode supplier relationships and supply chain stability. So, a compromise between optimising payment cycles and safeguarding vital relationships is required (Levický et al., 2026).
[image: AP Management: How to Manage Accounts Payable Effectively]
Figure 24: Payables Management

[bookmark: _Toc227947978]2.2.4 Cash Flow Optimisation
Proper management of cash flow is essential in its operations and in financing expansion. BYD is recommended to implement integrated cash management to track the real-time cash flows and predict the liquidity requirements (Bajpai et al., 2026).
Financial resilience can be enhanced by optimising operating cash flows by controlling costs, enhancing efficiency and diversifying revenues. This is supported by the fact that robust operating cash flows have a great impact on improving firm performance and liquidity (Abdi et al., 2026).
[image: 12 Effective Strategies to Improve Your Cash Flow]
Figure 25: Cash Flow Optimisation

[bookmark: _Toc227947979]2.3 Short-Term vs Long-Term Financing.
[bookmark: _Toc227947980]2.3.1 Short-Term Financing
Bank overdraft, trade credit, factoring and short term loans are all forms of short term funding. These tools are flexible in nature and can offer quick liquidity hence, can be used to address working capital needs (Gandhi, 2025).
The conversion of receivables to cash and especially by factoring enables companies to accelerate cash flow and enhance liquidity and mitigate credit risks. Nonetheless, short-term funding is usually accompanied by a high interest rate and the risks of refinancing, which can lead to the exerted financial strain unless it is handled successfully (Gandhi, 2025).

[bookmark: _Toc227947981]2.3.2 Long-Term Financing
Equity, long term financing such as loans and issuing bonds are considered as long term financing which offer a steady source of funding to capital intensive investments. The long-term financing is needed in the EV industry to finance research and development, infrastructure growth, and technology (Alinezhadjahromi et al., 2026).
Despite the advantage of long-term financing in relieving liquidity pressure and refinancing risk, it can raise financial leverage and interest payments. Elevated levels on gearing can subject firms to financial meltdowns, especially in times of economic recessions (Fasua et al., 2026).

[bookmark: _Toc227947982]2.3.3 Strategic Trade-Off
The trade-off between flexibility and stability with regards to short-term and long-term financing is between the option of flexibility and the option of stability. Short-term financing is more applicable to deal with the day-to-day operations and working capital changes, whereas long-term financing is used in strategic expansion and capital investments (Siziba et al., 2021).
In the case of BYD, a mixed financing approach will be advisable, one that combines both short-term solutions to operational liquidity and long-term solutions to strategic growth. This is a way of reducing financial risk and sufficient capabilities to grow (Peng et al., 2025).
[image: 25 Trade-Off Examples (2026)]
Figure 26: Strategic Trade-Off

[bookmark: _Toc227947983]3. Strategic Financial Restructuring Plan
[bookmark: _Toc227947984]3.1 Financial Restructuring Options
[bookmark: _Toc227947985]3.1.1 Divestiture of Non-Core or Low-Return Assets
BYD may consider targeted divestment of non-strategic assets, loss-making subsidiaries or divisions that are not integral to its electric vehicle (EV), battery, and renewable energy initiatives. Divestment may free-up capital, enhance asset efficiency, and enable the allocation of resources to higher-growth, strategically-aligned assets (Feldman and McGrath, 2016). This is a real option for BYD because its free cash flow became negative in 2015, indicating that growth and investment are straining its cash holdings. Targeted divestitures can therefore improve cash management and minimize external financing needs (Bajpai and Sharma, 2026).
The future impact on shareholder value would depend on the sale price of divested assets and how the sale proceeds are used. Reduced debt and investment in battery manufacture could increase shareholder trust due to higher profits and lower financial risk (Chandak, 2017). But divestitures also pose risks if assets divested today produce synergies or help secure supply chains in the future. Hence, BYD must undertake a portfolio review to categorise assets as core, strategic or potential divestitures (McGrath and O’Neill, 2026).

[bookmark: _Toc227947986]3.1.2 Merger or Strategic Acquisition
To enhance its access to global markets, battery technology, charging infrastructure, or access to raw materials, a targeted merger or acquisition might assist BYD. When the target company has complementary capabilities, M&A can generate operational synergies, enhance cost-efficiency, and fasten internationalisation (Wangdi, Paul and Roy, 2024). As an example, the purchase of a regional EV distributor or charging network in Europe or Southeast Asia would help eliminate entry barriers and facilitate expansion of exports. Nevertheless, disciplined decision-making on the valuation of acquisition should be made as excessively paying can obliterate shareholder value (Chen et al., 2020).
The effect would be on debt structure based on how it is financed. The debt funded acquisition can elevate the gearing and deteriorate credit quality whereas equity-funded acquisition can dilute the current shareholders (Adhikari, Sharma and Panta, 2026). Since BYD already has high leverage positions and the strain on the sufficiency of its cash, a big debt-funded acquisition would be risky. This may be more appropriate with minority strategic investment or joint venture since it does not commit a lot of capital and it maintains flexibility (Atik, 2012).

[bookmark: _Toc227947987]3.1.3 Equity Injection and Capital Raising
An equity injection is advised as a restructuring measure to bolster BYD’s equity position and alleviate debt financing. Equity funds can be used to finance long-term investments in EV platforms, battery manufacturing, R&D and global expansion, without raising fixed interest costs (Feng and Xu, 2026). This is necessary as electric vehicle manufacturing is capital intensive and high leverage can lead to reduced flexibility during periods of low margins or unstable demand (Alinezhadjahromi et al., 2026).
In terms of measure of shareholder value, equity capital could potentially dilute earnings per share if the company issues new shares to raise funds. But this is acceptable if the capital is used to fund projects that deliver a return higher than the cost of equity, and enhance future competitiveness (Muslim, 2025). A rights issue could be a better option than a public issue to preserve the ownership structure. BYD can also seek strategic equity from institutional investors or sovereign wealth funds that have an interest in clean technology and ESG investment (Alharbi, 2024).

[bookmark: _Toc227947988]3.2 Impact on shareholder value, debt structure, and operational flexibility.
[bookmark: _Toc227947989]3.2.1 Debt Restructuring and Refinancing
BYD needs to reorganize some of its debt, by lengthening maturity, refinancing short-term borrowings, and aligning debt maturity and asset life. This would eliminate the refinancing risk and safeguard the liquidity in times of cash flow unpredictability (Fasua and Sinebe, 2026). The long term bonds or green bonds might be appropriate since it matches funding with the sustainability profile and long term capital expenditure requirements of BYD. Green financing can also lower the procurement of a loan and gain more reputation in the market in case associated with quantifiable performance regarding the environment (Alharbi, 2024).
Restructuring of debts would also enhance flexibility in operations by eliminating the pressure to repay the debt on the spot and also enable the cash to be directed towards innovation and efficiency in production. Nonetheless, overrestructuring can also be an indication of financial weaknesses when not effectively communicated to investors and lenders (Nguyen Thi, Khuc and Tran, 2025). Consequently, BYD ought to introduce debt restructuring as proactive balance sheet optimisation as opposed to distress response. The open disclosure of debt maturity and exposure to interest as well as intended use of proceeds would be beneficial to safeguard investor confidence (Vladyka, 2026).

[bookmark: _Toc227947990]3.2.2 Impact on Shareholder Value
Instead of using a single approach, the recommended package of restructuring ought to be a combination of selective divestiture, moderate equity injection and debt refinancing. This moderate solution has the potential to enhance shareholder value by unlocking capital, reducing financial risk, and maintaining investment capacity (Chandak, 2017). Shareholders will be happy to learn that restructuring will enhance the shareholder returns, cash flow, and enable the company to grow its earnings on a sustainable basis. Ratio analysis is significant in this regard since it evaluates profitability, gearing, and valuation measures that will determine whether restructuring generates value or not (Patel and Kumar, 2026).
Nonetheless, shareholder value ought not to be gauged solely in terms of brief-term share price response. The sustainable value in a capital-intensive EV industry is conditional upon long-term innovation, cost leadership in battery, international access to markets, and responsible financing (Muslim, 2025). As such, restructuring must be geared towards long-term competitiveness as opposed to the manipulation of short-term earnings. To ensure that market confidence is not hit, there must be a balance between growth investment and financial discipline (Rosario and Mavuri, 2026).

[bookmark: _Toc227947991]3.2.3 Operational Flexibility
If BYD can decrease non-essential capital expenditures and increase cash reserves, they can increase flexibility. Asset sales can eliminate complexity, share issuances can raise funds for expansion without a hard debt repayment deadline, and debt restructurings can alleviate short-term liquidity pressures (Bajpai and Sharma, 2026). This is necessary as the EV market, battery costs, and tariffs can be highly volatile across global markets. By retaining flexibility, BYD can quickly adapt to rapidly changing markets and supply chains (Peng et al., 2025).
However, it's crucial to maintain BYD's vertical integration advantage. Divestment of strategically critical battery, semiconductor or supply chain assets would hurt cost efficiency and reliability (Alinezhadjahromi et al., 2026). So, flexibility should be driven by eliminating wasted complexity, not essential capabilities. Each restructuring move should enable cost leadership, innovation and global competitiveness (Endris and Babu, 2026).

[bookmark: _Toc227947992]3.3 International and Ethical Considerations
International expansion will expose BYD to taxation, the currency, inflation, and a difference in regulations. The tax planning ought to be lawful, transparent, and in line with the corporate social responsibility since aggressive tax planning could lead to adverse reputation and stakeholder confidence (Ayodele and Timothy, 2026). BYD ought to take advantage of justifiable tax breaks to green manufacturing and research investment but not schemes that seem exploitive. Ethical tax governance aids in the long-term shareholder value reduction, as it diminishes regulatory and reputational risk (Huynh Thith Hien et al., 2025).
Another significant problem is currency risk since BYD receives income and spends money in various markets. Export margins, debt servicing, and earnings translated could be impacted by exchange rate volatility, particularly between borrowing and revenue currencies (Kang, 2026). The firm ought to employ natural hedging, borrowing in the currency, and forward contracts to minimize exposure. Inflation is also a factor to observe due to an increase in the cost of inputs, labour and logistics which may serve as a weak margin and a rising working capital requirement (Rochmayasari, 2022).
Restructuring must ethically take into account employees, suppliers, communities and the environmental commitments. Reducing costs should not sacrifice labour standards, fairness to suppliers, or product safety, as CSR performance is becoming a significant factor in investor confidence and retaining customers (Alharbi, 2024). BYD must be open in communicating restructuring decisions and tie them to sustainable growth, responsible financing, and clean transport development. This would make sure that financial restructuring enhances corporate resilience and also the legitimacy of the stakeholders (Muslim, 2025).

[bookmark: _Toc227947993]4. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc227947994]4.1 Payback Period Analysis
The Payback Period (PBP) enables one to know how fast a project can break even with its initial capital investment and this is so critical to companies with a liquidity problem or those whose market is prone to unpredictability. According to the results, Project C has the shortest payback period of 3.60 years, according to Project A (4.50 years) and B (4.55 years), meaning that the break-even point of investment in Project C is shorter than in the other projects (Siziba et al., 2021). The reason why this is a smaller payback is that Project C has many more cash inflows in years 3 and 4 with higher cash inflows that recover cumulative cash faster.
	Project
	Initial Investment (£m)
	Payback Year
	Fraction
	Payback Period (Years)

	Project A
	-50
	4
	4/8
	4.50

	Project B
	-50
	4
	6/11
	4.55

	Project C
	-50
	3
	15/25
	3.60


[bookmark: _Toc227927287]Table 3: Payback Period (PBP)
Financial management can be considered to create less exposure to risk and uncertainty through shorter payback periods, particularly in manufacturing electric vehicles which is capital intensive; especially, the volatility of the market and changes in technology can be quite high. Project A and B are relatively similar in terms of being slow-recovering because of their evenly distributed cash inflows or lower cash inflows at certain times and thus less appealing when liquidity is a priority (Karnavas, 2024). PBP however does not take into account time value of money, post payback cash flows and this is a limitation of this tool as a decision making tool because it lacks centrality to use independently.

[bookmark: _Toc227947995]4.2 Accounting Rate of Return (ARR)
Accounting rate of return (ARR) is used to measure profitability based on accounting profits as opposed to cash flow and as such gives a picture that is consistent with financial reporting performance. Project C ranks the highest, 6.00% lower than the one of Project B, 2.00% and A, 1.60% respectively, showing better average annual profitability (Astuti, 2025). This is an indicator that Project C is the more profitable producer of earnings as during the middle years the profits grow significantly, because of the intense cash flows.
	Project
	ARR (%)

	Project A
	1.60%

	Project B
	2.00%

	Project C
	6.00%


[bookmark: _Toc227927288]Table 4: Accounting Rate of Return (ARR)
In comparison, Project A is characterized by oscillating profitability with negative returns during the last year making it less appealing. Project B shows a low but stable returns indicating that there is a steady but low level of profitability (Adesoye et al., 2021). Even though ARR is a good tool in evaluating the performance of accounting, it fails to take into account the timing of the profits or pattern of cash flow which is important in making capital budgeting choices. Thus, although ARR proves the efficiency of picking the Project C, it should be considered in combination with discounted cash flow techniques.

[bookmark: _Toc227947996]4.3 Net Present Value (NPV)
Net Present Value (NPV) is regarded as the most credible method of capital budgeting used, since it uses the time value of money and it quantifies the value creation directly to shareholders. When comparing the three projects at 10-percent discount rate, all of them will have a negative NPV and Project C will have the least negative value of -1.98 million pounds compared to -8.30 million pounds and -8.68 million pounds (Shou, 2022). This implies that all the projects do not yield the required rate of return with Project C nearest to breakeven.
	Project
	NPV (£m)

	Project A
	-8.68

	Project B
	-8.30

	Project C
	-1.98


[bookmark: _Toc227927289]Table 5: Net Present Value (NPV)
The negative NPVs mean that in the current conditions, the projects could lower the shareholder value in case they are implemented alone. Nonetheless, the NPV of Project C is relatively higher, which implies that it has a superior cash flow and less risk as compared to the other alternatives. This is in line with the financial theory, which points out that the rationale investment decision should focus on projects that have the greatest NPV since they add the most values to firms (Enyi et al., 2026). Hence, in spite of all the NPVs being negative, Project C is the only viable proposal between the three.

[bookmark: _Toc227947997]4.4 Profitability Index (PI)
The Profitability Index (PI) is a tool that serves to evaluate value added per unit of investment and it is often used with restricted capital (Atik, 2012). Project c's PI of 0.96 is higher than that of Project A and Project B (0.83 each), further confirming the relative efficiency of Project C (Atik, 2012). While all results are less than 1.0, implying the present value of inflows is less than the initial cost, Project C still outperforms the others.
	Project
	PI

	Project A
	0.83

	Project B
	0.83

	Project C
	0.96


[bookmark: _Toc227927290]Table 6: Profitability Index (PI)
Strategically, PI is useful in ranking projects where there is capital rationing, since it quantifies the highly returning projects in relation to their investment cost. Project C would be prioritised in this case after Project B, and Project A. This supports the regular ranking pattern of various evaluation approaches and allows concluding that Project C is the most financially appealing one in a limited situation (Siziba et al., 2021).

[bookmark: _Toc227947998]4.5 Internal Rate of Return (IRR)
The Internal Rate of Return (IRR) is the discount rate that sets the NPV to zero, and offers a percentage return as a measure of investment value. Once again, Project C performs better with an IRR of 8.59%, versus 3.26% for Project B and 2.72% for Project A (Shou, 2022). While none of the projects generate a return more than the required return of 10%, Project C has the highest return closest to this minimum threshold and should be considered to be relatively attractive.
	Project
	IRR (%)

	Project A
	2.72%

	Project B
	3.26%

	Project C
	8.59%


[bookmark: _Toc227927291]Table 7: Internal Rate of Return (IRR)
IRR is popular because of its intuitive interpretation, and comparability between projects. But can give false outcomes when the projects are of different magnitude or cash flow patterns and more so when there are non-conventional cash flows (Enyi et al., 2026). In spite of this shortcomings, IRR concurs with other evaluation tools that Project C is the best option which gives more credence to the consistency of the analysis.
[bookmark: _Toc227947999]4.6 Comparative Evaluation of Projects
In the overall assessment of all appraisal methods, the best ranking is that Project C is always the best investment as it has faster payback, greater profitability, better returns in ARR, PI and IRR when compared to Project B and Project A, though the NPV of Project C is still slightly negative. Such uniformity in various measures increases the accuracy of the assessment and minimizes the uncertainty in decision-making (Patel et al., 2026).
	Project
	PBP (Years)
	ARR (%)
	NPV (£m)
	PI
	IRR (%)
	Rank

	A
	4.50
	1.60%
	-8.68
	0.83
	2.72%
	3rd

	B
	4.55
	2.00%
	-8.30
	0.83
	3.26%
	2nd

	C
	3.60
	6.00%
	-1.98
	0.96
	8.59%
	1st


[bookmark: _Toc227927292]Table 8: Evaluation of Projects
Project B ranks in the middle on average return but lacks the growth and profitability of Project C; Project A ranks lowest due to lower returns and greater variability in cash flows. Such comparisons underline the value of employing multiple methods of capital budgeting to get a full picture of financial aspects. This integrated approach helps prevent decision making being skewed by the weaknesses of individual techniques (Karnavas, 2024).

[bookmark: _Toc227948000]4.7 Capital Rationing Decision
Considering the limitation of the total investment budget which is 100 million pounds, the company needs to choose a mix of projects to help it maximise the total NPV. The combination of Projects B and C has the largest total NPV of -10.28 million, as opposed to -10.66 million of A + C and -16.98 million of A + B. B + Cs though negative minimises the loss of value and is the best allocation of scarce capital (Siziba et al., 2021).
	Combination
	Total Investment (£m)
	Total NPV (£m)
	Ranking

	A + B
	100
	-16.98
	3rd

	A + C
	100
	-10.66
	2nd

	B + C
	100
	-10.28
	1st


[bookmark: _Toc227927293]Table 9: Possible Project Combinations
Capital rationing involves choosing projects with the highest return on investment given capital constraints instead of a single project. Projects B and C complement each other by offering the opportunity for growth offered by Project C, with the steady returns of Project B. This can potentially mitigate project risk and enhance financial stability in a volatile market environment (Enyi et al., 2026).
The choice of Projects B and C under capital rationing offers a balanced solution to the strategy that allows stabilizing the situation in the short term and growing in the long term. The fact that the inflows of Project B are constant and confirmable by higher but more unpredictable returns of Project C provide a more stable overall pattern of cash flow. The result of this combination is also less dependence on external financing, which is essential since the firm is experiencing a growing leverage level (Alinezhadjahromi et al., 2026).

[bookmark: _Toc227948001]4.9 Consideration of Non-Financial Risks
Besides financial indicators, non-financial risks like political ambiguity, regulatory alterations and customer preferences should also be taken into account. Government policies, subsidies and environmental regulations are very influential in the EV industry which may influence the viability of the project to a great extent. The greater the exposure of the project to the global markets, the greater other risks associated with tariffs, exchange rates, and geopolitical tensions might affect the project (Kang, 2026).
Loyalty of customers and technology are also an important ingredient in the long term success. Projects, which facilitate product differentiation, battery efficiency and sustainability programs, are more apt to create competitive advantage and sustainability in the market. As such, the current increased investment in growth cash flows as demonstrated in Project C can be strategic even over the short-term taxis and non-financial returns (Shang and Baldo, 2025).

[bookmark: _Toc227948002]4.10 Strategic Implications for Decision-Making
The investment appraisal demonstrates the need to ensure that financial decisions are made in concert with the wider strategic goals. Although Project C is the best in terms of financial analysis, effective operational planning and risk management ought to be applied to implement it. The company should also keep track of the performance of the project and alter the investment policy based on the market situation (Endris and Babu, 2026).
Moreover, the negative NPVs indicate that the company should reevaluate its cost of capital, cash flow, or project design to make it more viable. This can be through cost cut, revenue maximization, or strategic alliances to enhance results of projects. Combining financial analysis and strategic planning, the firm will be able to make sure that investment decisions will promote long-term value creation and long-term growth (Muslim, 2025).
[bookmark: _Toc227948003]5. Conclusion
The case study shows that BYD has achieved significant profitability and efficiency gains but also faces risks due to liquidity issues and increasing leverage. Working capital management and restructuring methods, which include equity offering and targeted divestment, must be improved to boost financial strength. Among the investment opportunities, Project C is the best as it offers higher returns and quicker payback, whereas the best combination under capital rationing is Projects B and C. In summary, BYD has significant potential for future growth, but should maintain a balance between growth and prudent financial management, while addressing risks stemming from global presence, market uncertainty and sustainability pressures.
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Profitability
	BYD Profitability

	
	

	Gross Profit Margin
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Operating Costs (RMB’000)
	187,667,357
	351,815,680
	480,558,350
	626,046,616
	661,305,161
	

	Gross Profit = Revenue – Operating Costs
	23,632,561
	72,244,955
	121,757,004
	151,055,839
	142,659,797
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Gross Profit Margin = Gross Profit ÷ Revenue × 100
	11.18%
	17.04%
	20.21%
	19.44%
	17.74%
	

	Net Profit Margin
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Net Income (RMB’000)
	3,967,266
	17,713,104
	31,344,070
	41,587,940
	33,760,758
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Net Profit Margin = Net Profit ÷ Revenue × 100
	1.88%
	4.18%
	5.20%
	5.35%
	4.20%
	

	Operating Profit Margin
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Operating Income (RMB’000)
	4,518,003
	21,541,819
	38,103,095
	50,486,047
	40,184,709
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Operating Profit Margin = Operating Profit ÷ Revenue × 100
	2.14%
	5.08%
	6.33%
	6.50%
	5.00%
	

	Return on Assets (ROA)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Net Income (RMB’000)
	3,967,266
	17,713,104
	31,344,070
	41,587,940
	33,760,758
	

	Total Assets (RMB’000)
	295,780,147
	493,860,646
	679,547,670
	783,355,855
	883,729,883
	

	Return on Assets (ROA) = Net Profit ÷ Total Assets × 100
	1.34%
	3.59%
	4.61%
	5.31%
	3.82%
	

	Return on Equity (ROE)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Net Income (RMB’000)
	3,967,266
	17,713,104
	31,344,070
	41,587,940
	33,760,758
	

	Shareholders’ Equity (RMB’000)
	104,244,209
	121,389,837
	150,462,113
	198,688,209
	258,539,185
	

	Return on Equity (ROE) = Net Profit ÷ Shareholders’ Equity × 100
	3.81%
	14.59%
	20.83%
	20.93%
	13.06%
	



Liquidity
	BYD Liquidity

	
	

	Current Ratio
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Current Assets (RMB’000)
	166,110,189
	240,803,507
	302,121,446
	370,572,244
	371,467,558
	

	Current Liabilities (RMB’000)
	171,303,944
	333,344,561
	453,666,671
	495,985,176
	468,451,357
	

	Current Ratio = Current Assets ÷ Current Liabilities
	0.97
	0.72
	0.67
	0.75
	0.79
	

	Quick Ratio (Acid-Test Ratio)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Current Assets (RMB’000)
	166,110,189
	240,803,507
	302,121,446
	370,572,244
	371,467,558
	

	Inventory (RMB’000)
	43,354,782
	79,107,199
	87,676,748
	116,036,237
	138,420,580
	

	Current Liabilities (RMB’000)
	171,303,944
	333,344,561
	453,666,671
	495,985,176
	468,451,357
	

	Quick Ratio (Acid-Test Ratio) = (Current Assets − Inventory) ÷ Current Liabilities
	0.72
	0.49
	0.47
	0.51
	0.50
	



Efficiency
	BYD Efficiency

	
	

	Inventory Turnover
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Cost of Sales (RMB’000)
	187,667,357
	351,815,680
	480,558,350
	626,046,616
	661,305,161
	

	Opening Inventory (RMB’000)
	31,396,358
	43,354,782
	79,107,199
	87,676,748
	116,036,237
	

	Closing Inventory (RMB’000)
	43,354,782
	79,107,199
	87,676,748
	116,036,237
	138,420,580
	

	Avg Inventory = (Opening Inventory + Closing Inventory)/ 2
	37,375,570.00
	61,230,990.50
	83,391,973.50
	101,856,492.50
	127,228,408.50
	

	Inventory Turnover = Cost of Goods Sold ÷ Average Inventory
	5.02
	5.75
	5.76
	6.15
	5.20
	

	Receivables Collection Period (Days)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Receivables (RMB’000)
	35,593,138
	38,828,494
	61,866,019
	62,298,988
	37,004,685
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Receivables Collection Period (Days) = (Trade Receivables ÷ Revenue) × 365
	61
	33
	37
	29
	17
	

	Payables Payment Period (Days)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Payables (RMB’000)
	79,043,879
	140,437,310
	194,429,817
	241,643,424
	186,742,375
	

	Cost of Sales (RMB’000)
	187,667,357
	351,815,680
	480,558,350
	626,046,616
	661,305,161
	

	Payables Payment Period (Days) = (Trade Payables ÷ Cost of Goods Sold) × 365
	154
	146
	148
	141
	103
	

	Total Asset Turnover
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Revenue (RMB’000)
	211,299,918
	424,060,635
	602,315,354
	777,102,455
	803,964,958
	

	Total Assets (RMB’000)
	295,780,147
	493,860,646
	679,547,670
	783,355,855
	883,729,883
	

	Total Asset Turnover = Revenue ÷ Total Assets
	0.71
	0.86
	0.89
	0.99
	0.91
	



Gearing
	BYD Gearing

	
	

	Debt to Equity Ratio
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Total Liabilities (RMB’000)
	191,535,938
	372,470,809
	529,085,557
	584,667,646
	625,190,698
	

	Equity (RMB’000)
	104,244,209
	121,389,837
	150,462,113
	198,688,209
	258,539,185
	

	Inventory Turnover =Total Debt ÷ Shareholders’ Equity
	1.84
	3.07
	3.52
	2.94
	2.42
	

	Interest Coverage Ratio
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Operating Income (RMB’000)
	4,518,003
	21,541,819
	38,103,095
	50,486,047
	40,184,709
	

	Interest Expense (RMB’000)
	1,907,642
	1,316,350
	1,827,605
	2,093,781
	2,551,657
	

	Interest Coverage Ratio = Operating Profit (EBIT) ÷ Interest Expense
	2.37
	16.36
	20.85
	24.11
	15.75
	



Investment
	BYD Investment

	
	

	Earnings per Share (EPS)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	EPS (RMB/share)
	1.06
	5.71
	10.32
	13.84
	3.58
	

	Price/Earnings Ratio (P/E)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Share Price 
	33.90
	40.00
	74.30
	105.00
	105.00
	

	EPS
	1.06
	5.71
	10.32
	13.84
	3.58
	

	Price/Earnings Ratio (P/E) = Market Price per Share ÷ Earnings per Share
	31.98
	7.01
	7.20
	7.59
	29.33
	



Cash Flow
	BYD Cash Flow

	
	

	Operating Cash Flow (OCF)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Operating Cash Flow
	65,466,682
	140,837,657
	169,725,025
	133,453,873
	39,034,981
	

	Free Cash Flow (FCF)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	OCF (RMB’000)
	65,466,682
	140,837,657
	169,725,025
	133,453,873
	39,034,981
	

	CapEx (RMB’000) (Investment outflows)
	45,403,992
	120,595,997
	125,663,644
	129,082,282
	197,463,109
	

	Free Cash Flow (FCF) = Operating Cash Flow − Capital Expenditure
	20062690
	20241660
	44061381
	4371591
	-158428128
	

	Cash Flow Adequacy Ratio
	

	 
	2021
	2022
	2023
	2024
	2025
	

	OCF (RMB’000)
	65,466,682
	140,837,657
	169,725,025
	133,453,873
	39,034,981
	

	CapEx (RMB’000)
	45,403,992
	120,595,997
	125,663,644
	129,082,282
	197,463,109
	

	Cash Flow Adequacy Ratio = Operating Cash Flow ÷ (CapEx)
	1.44
	1.17
	1.35
	1.03
	0.20
	




[bookmark: _Toc227948008]Cash Conversion Calculations
	BYD Cash Conversion Cycle (CCC)

	
	

	Cash Conversion Cycle (CCC)
	

	 
	2021
	2022
	2023
	2024
	2025
	

	Inventory Turnover (Times)
	5.02
	5.75
	5.76
	6.15
	5.20
	

	Inventory Days (365 ÷ Turnover)
	73
	64
	63
	59
	70
	

	Receivables Days
	61
	33
	37
	29
	17
	

	Payables Days
	154
	146
	148
	141
	103
	

	Cash Conversion Cycle (CCC) = Inventory Days + Receivables Days − Payables Days
	-19.56
	-48.75
	-46.85
	-52.24
	-16.05
	









Net Profit Margin


2021	2022	2023	2024	2025	1.8775520774220084E-2	4.1770215242921571E-2	5.2039300993811294E-2	5.3516675610039088E-2	4.1992822776736001E-2	


Operating Profit Margin


2021	2022	2023	2024	2025	2.1381943934308579E-2	5.0798912282909732E-2	6.3261038834484043E-2	6.4967040928985351E-2	4.9983159838167972E-2	


Return on Assets (ROA)


2021	2022	2023	2024	2025	1.3412888052963203E-2	3.5866603551966358E-2	4.6124902466371492E-2	5.3089460855564805E-2	3.8202575978750736E-2	


Return on Equity (ROE)


2021	2022	2023	2024	2025	3.8057423410445754E-2	0.14591916784598696	0.20831868817367996	0.20931257173897017	0.13058275092806532	


Current Ratio


2021	2022	2023	2024	2025	0.96968105416183525	0.72238618886600048	0.66595468724657536	0.74714378963616446	0.79296932851023849	


Quick Ratio (Acid-Test Ratio)


2021	2022	2023	2024	2025	0.71659416668188325	0.48507258530010933	0.47269220268552636	0.51319277130976193	0.49748383587241907	


Inventory Turnover


2021	2022	2023	2024	2025	5.0211236109576385	5.7457127040922193	5.7626451303493855	6.1463594576457661	5.1977790872075555	


Receivables Collection Period (Days)


2021	2022	2023	2024	2025	61.483674451780907	33.420693033674304	37.490488636954119	29.261431969096019	16.800122804606119	


Payables Payment Period (Days)


2021	2022	2023	2024	2025	153.73486522219204	145.70020912655173	147.67589243845205	140.88383757033196	103.07036886258324	


Total Asset Turnover


2021	2022	2023	2024	2025	0.71438167890287785	0.85866456141961955	0.88634746404177944	0.99201716568519172	0.90974060452813721	


Debt to Equity Ratio


2021	2022	2023	2024	2025	1.8373772494163201	3.0683854448210521	3.5164038737113841	2.942638865902707	2.4181661205437774	


Interest Coverage Ratio


2021	2022	2023	2024	2025	2.3683704804150882	16.364811030501006	20.84864891483663	24.112381858465618	15.748475990307474	



EPS (RMB/share)	
2021	2022	2023	2024	2025	1.06	5.71	10.32	13.84	3.58	


Price/Earnings Ratio (P/E)


2021	2022	2023	2024	2025	31.981132075471695	7.0052539404553418	7.1996124031007751	7.5867052023121389	29.329608938547487	



Operating Cash Flow	
2021	2022	2023	2024	2025	65466682	140837657	169725025	133453873	39034981	


Free Cash Flow (FCF)


2021	2022	2023	2024	2025	20062690	20241660	44061381	4371591	-158428128	


Cash Flow Adequacy Ratio


2021	2022	2023	2024	2025	1.4418706178963294	1.1678468647678248	1.350629502674616	1.0338667006212363	0.197682398487912	


Cash Conversion Cycle (CCC)


2021	2022	2023	2024	2025	-19.55829804746412	-48.753889456509199	-46.846435021744128	-52.237658823050339	-16.047946518869182	


Gross Profit Margin


2021	2022	2023	2024	2025	0.11184368277890198	0.170364681456462	0.20214826534207858	0.1943834278582996	0.17744529233573883	
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TRADE-OFFS

DEFINITION

A trade-off refers to a situation in
which gaining one benefit requires
sacrificing another. It highlights the

balancing act of choices and
compromises made when multiple
factors are at play. Trade-offs often

arise in decision-making when
resources such as time, money, or

effort are limited and must be
allocated sparingly.

EXAMPLE

Quantity versus Quality

The quantity vs. quality trade-off
refers to the balance between
producing more of something

(quantity) and ensuring that what is
produced meets high standards
(quality). Often, increasing the
quantity of production can
compromise the quality, and vice
versa.
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BYD.xlsx
Profitability

		BYD Profitability



		Gross Profit Margin

				2021		2022		2023		2024		2025

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Operating Costs (RMB’000)		187,667,357		351,815,680		480,558,350		626,046,616		661,305,161

		Gross Profit = Revenue – Operating Costs		23,632,561		72,244,955		121,757,004		151,055,839		142,659,797

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Gross Profit Margin = Gross Profit ÷ Revenue × 100		11.18%		17.04%		20.21%		19.44%		17.74%

		Net Profit Margin

				2021		2022		2023		2024		2025

		Net Income (RMB’000)		3,967,266		17,713,104		31,344,070		41,587,940		33,760,758

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Net Profit Margin = Net Profit ÷ Revenue × 100		1.88%		4.18%		5.20%		5.35%		4.20%

		Operating Profit Margin

				2021		2022		2023		2024		2025

		Operating Income (RMB’000)		4,518,003		21,541,819		38,103,095		50,486,047		40,184,709

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Operating Profit Margin = Operating Profit ÷ Revenue × 100		2.14%		5.08%		6.33%		6.50%		5.00%

		Return on Assets (ROA)

				2021		2022		2023		2024		2025

		Net Income (RMB’000)		3,967,266		17,713,104		31,344,070		41,587,940		33,760,758

		Total Assets (RMB’000)		295,780,147		493,860,646		679,547,670		783,355,855		883,729,883

		Return on Assets (ROA) = Net Profit ÷ Total Assets × 100		1.34%		3.59%		4.61%		5.31%		3.82%

		Return on Equity (ROE)

				2021		2022		2023		2024		2025

		Net Income (RMB’000)		3,967,266		17,713,104		31,344,070		41,587,940		33,760,758

		Shareholders’ Equity (RMB’000)		104,244,209		121,389,837		150,462,113		198,688,209		258,539,185

		Return on Equity (ROE) = Net Profit ÷ Shareholders’ Equity × 100		3.81%		14.59%		20.83%		20.93%		13.06%









Gross Profit Margin





2021	2022	2023	2024	2025	0.11184368277890198	0.170364681456462	0.20214826534207858	0.1943834278582996	0.17744529233573883	





Operating Profit Margin





2021	2022	2023	2024	2025	2.1381943934308579E-2	5.0798912282909732E-2	6.3261038834484043E-2	6.4967040928985351E-2	4.9983159838167972E-2	





Net Profit Margin





2021	2022	2023	2024	2025	1.8775520774220084E-2	4.1770215242921571E-2	5.2039300993811294E-2	5.3516675610039088E-2	4.1992822776736001E-2	





Return on Assets (ROA)





2021	2022	2023	2024	2025	1.3412888052963203E-2	3.5866603551966358E-2	4.6124902466371492E-2	5.3089460855564805E-2	3.8202575978750736E-2	





Return on Equity (ROE)





2021	2022	2023	2024	2025	3.8057423410445754E-2	0.14591916784598696	0.20831868817367996	0.20931257173897017	0.13058275092806532	







Liquidity

		BYD Liquidity



		Current Ratio

				2021		2022		2023		2024		2025

		Current Assets (RMB’000)		166,110,189		240,803,507		302,121,446		370,572,244		371,467,558

		Current Liabilities (RMB’000)		171,303,944		333,344,561		453,666,671		495,985,176		468,451,357

		Current Ratio = Current Assets ÷ Current Liabilities		0.97		0.72		0.67		0.75		0.79

		Quick Ratio (Acid-Test Ratio)

				2021		2022		2023		2024		2025

		Current Assets (RMB’000)		166,110,189		240,803,507		302,121,446		370,572,244		371,467,558

		Inventory (RMB’000)		43,354,782		79,107,199		87,676,748		116,036,237		138,420,580

		Current Liabilities (RMB’000)		171,303,944		333,344,561		453,666,671		495,985,176		468,451,357

		Quick Ratio (Acid-Test Ratio) = (Current Assets − Inventory) ÷ Current Liabilities		0.72		0.49		0.47		0.51		0.50











































Current Ratio





2021	2022	2023	2024	2025	0.96968105416183525	0.72238618886600048	0.66595468724657536	0.74714378963616446	0.79296932851023849	





Quick Ratio (Acid-Test Ratio)





2021	2022	2023	2024	2025	0.71659416668188325	0.48507258530010933	0.47269220268552636	0.51319277130976193	0.49748383587241907	







Efficiency

		BYD Efficiency



		Inventory Turnover

				2021		2022		2023		2024		2025

		Cost of Sales (RMB’000)		187,667,357		351,815,680		480,558,350		626,046,616		661,305,161

		Opening Inventory (RMB’000)		31,396,358		43,354,782		79,107,199		87,676,748		116,036,237

		Closing Inventory (RMB’000)		43,354,782		79,107,199		87,676,748		116,036,237		138,420,580

		Avg Inventory = (Opening Inventory + Closing Inventory)/ 2		37,375,570.00		61,230,990.50		83,391,973.50		101,856,492.50		127,228,408.50

		Inventory Turnover = Cost of Goods Sold ÷ Average Inventory		5.02		5.75		5.76		6.15		5.20

		Receivables Collection Period (Days)

				2021		2022		2023		2024		2025

		Receivables (RMB’000)		35,593,138		38,828,494		61,866,019		62,298,988		37,004,685

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Receivables Collection Period (Days) = (Trade Receivables ÷ Revenue) × 365		61		33		37		29		17

		Payables Payment Period (Days)

				2021		2022		2023		2024		2025

		Payables (RMB’000)		79,043,879		140,437,310		194,429,817		241,643,424		186,742,375

		Cost of Sales (RMB’000)		187,667,357		351,815,680		480,558,350		626,046,616		661,305,161

		Payables Payment Period (Days) = (Trade Payables ÷ Cost of Goods Sold) × 365		154		146		148		141		103

		Total Asset Turnover

				2021		2022		2023		2024		2025

		Revenue (RMB’000)		211,299,918		424,060,635		602,315,354		777,102,455		803,964,958

		Total Assets (RMB’000)		295,780,147		493,860,646		679,547,670		783,355,855		883,729,883

		Total Asset Turnover = Revenue ÷ Total Assets		0.71		0.86		0.89		0.99		0.91









Inventory Turnover





2021	2022	2023	2024	2025	5.0211236109576385	5.7457127040922193	5.7626451303493855	6.1463594576457661	5.1977790872075555	





Receivables Collection Period (Days)





2021	2022	2023	2024	2025	61.483674451780907	33.420693033674304	37.490488636954119	29.261431969096019	16.800122804606119	





Payables Payment Period (Days)





2021	2022	2023	2024	2025	153.73486522219204	145.70020912655173	147.67589243845205	140.88383757033196	103.07036886258324	





Total Asset Turnover





2021	2022	2023	2024	2025	0.71438167890287785	0.85866456141961955	0.88634746404177944	0.99201716568519172	0.90974060452813721	







Gearing

		BYD Gearing



		Debt to Equity Ratio

				2021		2022		2023		2024		2025

		Total Liabilities (RMB’000)		191,535,938		372,470,809		529,085,557		584,667,646		625,190,698

		Equity (RMB’000)		104,244,209		121,389,837		150,462,113		198,688,209		258,539,185

		Inventory Turnover =Total Debt ÷ Shareholders’ Equity		1.84		3.07		3.52		2.94		2.42

		Interest Coverage Ratio

				2021		2022		2023		2024		2025

		Operating Income (RMB’000)		4,518,003		21,541,819		38,103,095		50,486,047		40,184,709

		Interest Expense (RMB’000)		1,907,642		1,316,350		1,827,605		2,093,781		2,551,657

		Interest Coverage Ratio = Operating Profit (EBIT) ÷ Interest Expense		2.37		16.36		20.85		24.11		15.75













Debt to Equity Ratio





2021	2022	2023	2024	2025	1.8373772494163201	3.0683854448210521	3.5164038737113841	2.942638865902707	2.4181661205437774	





Interest Coverage Ratio





2021	2022	2023	2024	2025	2.3683704804150882	16.364811030501006	20.84864891483663	24.112381858465618	15.748475990307474	







Investment

		BYD Investment



		Earnings per Share (EPS)

				2021		2022		2023		2024		2025

		EPS (RMB/share)		1.06		5.71		10.32		13.84		3.58

		Price/Earnings Ratio (P/E)

				2021		2022		2023		2024		2025

		Share Price 		33.90		40.00		74.30		105.00		105.00

		EPS		1.06		5.71		10.32		13.84		3.58

		Price/Earnings Ratio (P/E) = Market Price per Share ÷ Earnings per Share		31.98		7.01		7.20		7.59		29.33











Price/Earnings Ratio (P/E)





2021	2022	2023	2024	2025	31.981132075471695	7.0052539404553418	7.1996124031007751	7.5867052023121389	29.329608938547487	







EPS (RMB/share)	

2021	2022	2023	2024	2025	1.06	5.71	10.32	13.84	3.58	







Cash Flow

		BYD Cash Flow



		Operating Cash Flow (OCF)

				2021		2022		2023		2024		2025

		Operating Cash Flow		65,466,682		140,837,657		169,725,025		133,453,873		39,034,981

		Free Cash Flow (FCF)

				2021		2022		2023		2024		2025

		OCF (RMB’000)		65,466,682		140,837,657		169,725,025		133,453,873		39,034,981

		CapEx (RMB’000) (Investment outflows)		45,403,992		120,595,997		125,663,644		129,082,282		197,463,109

		Free Cash Flow (FCF) = Operating Cash Flow − Capital Expenditure		20062690		20241660		44061381		4371591		-158428128

		Cash Flow Adequacy Ratio

				2021		2022		2023		2024		2025

		OCF (RMB’000)		65,466,682		140,837,657		169,725,025		133,453,873		39,034,981

		CapEx (RMB’000)		45,403,992		120,595,997		125,663,644		129,082,282		197,463,109

		Cash Flow Adequacy Ratio = Operating Cash Flow ÷ (CapEx)		1.44		1.17		1.35		1.03		0.20









Operating Cash Flow	

2021	2022	2023	2024	2025	65466682	140837657	169725025	133453873	39034981	





Free Cash Flow (FCF)





2021	2022	2023	2024	2025	20062690	20241660	44061381	4371591	-158428128	





Cash Flow Adequacy Ratio





2021	2022	2023	2024	2025	1.4418706178963294	1.1678468647678248	1.350629502674616	1.0338667006212363	0.197682398487912	







Cash Conversion Cycle (CCC)

		BYD Cash Conversion Cycle (CCC)



		Cash Conversion Cycle (CCC)

				2021		2022		2023		2024		2025

		Inventory Turnover (Times)		5.02		5.75		5.76		6.15		5.20

		Inventory Days (365 ÷ Turnover)		73		64		63		59		70

		Receivables Days		61		33		37		29		17

		Payables Days		154		146		148		141		103

		Cash Conversion Cycle (CCC) = Inventory Days + Receivables Days − Payables Days		-19.56		-48.75		-46.85		-52.24		-16.05







Cash Conversion Cycle (CCC)





2021	2022	2023	2024	2025	-19.55829804746412	-48.753889456509199	-46.846435021744128	-52.237658823050339	-16.047946518869182	







Investment Appraisal

		Payback Period (PBP)

		Project A

		Year		Cash Flow (£m)		Cumulative (£m)

		0		-50		-50

		1		10		-40

		2		12		-28

		3		14		-14

		4		10		-4

		5		8		4

		Payback		4 + (4/8)		4.50

		Project B

		Year		Cash Flow (£m)		Cumulative (£m)

		0		-50		-50

		1		11		-39

		2		11		-28

		3		11		-17

		4		11		-6

		5		11		5

		Payback		4 + (6/11)		4.55

		Project C

		Year		Cash Flow (£m)		Cumulative (£m)

		0		-50		-50

		1		5		-45

		2		10		-35

		3		20		-15

		4		25		10

		5		8		4

		Payback		3 + (15/25)		3.60





		Accounting Rate of Return (ARR)

		ARR = (Average Annual Profit ÷ Initial Investment) × 100

		Depreciation = 50 ÷ 5 = 10 per year

		Project A

		Year		Cash Inflow (£m)		Depreciation (£m)		Accounting Profit (£m) = (Cash Inflow-Depreciation)

		1		10		10		0

		2		12		10		2

		3		14		10		4

		4		10		10		0

		5		8		10		-2

		Total profit						4

		Average annual profit		(4/5 years)				0.8

		ARR 		£0.8m / £50m × 100				1.60%

		Project B

		Year		Cash Inflow (£m)		Depreciation (£m)		Accounting Profit (£m) = (Cash Inflow-Depreciation)

		1		11		10		1

		2		11		10		1

		3		11		10		1

		4		11		10		1

		5		11		10		1

		Total profit						5

		Average annual profit		(5/5 years)				1

		ARR 		£1m / £50m × 100				2.00%

		Project C

		Year		Cash Inflow (£m)		Depreciation (£m)		Accounting Profit (£m) = (Cash Inflow-Depreciation)

		1		5		10		-5

		2		10		10		0

		3		20		10		10

		4		25		10		15

		5		5		10		-5

		Total profit						15

		Average annual profit		(15/5 years)				3

		ARR 		£3m / £50m × 100				6.00%





		NPV (10% Discount Rate)

		NPV (10% Discount Rate) = Project A										Discount Factors (10%) = Discount Factor = 1 ÷ (1 + r)ⁿ

		Year		Cash Flow		DF		PV				Year		DF

		1		10		0.9091		9.09				1		0.9091

		2		12		0.8264		9.92				2		0.8264

		3		14		0.7513		10.52				3		0.7513

		4		10		0.6830		6.83				4		0.6830

		5		8		0.6209		4.97				5		0.6209

		Total PV						41.32

		NPV = 41.32 − 50						-8.68

		NPV (10% Discount Rate) = Project B

		Year		Cash Flow 		DF 		PV 

		1		11		0.9091		10.00

		2		11		0.8264		9.09

		3		11		0.7513		8.26

		4		11		0.6830		7.51

		5		11		0.6209		6.83

		Total PV						41.70

		NPV = 41.70 − 50						-8.30

		NPV (10% Discount Rate) = Project C

		Year		Cash Flow		DF		PV

		1		5		0.9091		4.55

		2		10		0.8264		8.26

		3		20		0.7513		15.02

		4		25		0.6830		17.08

		5		5		0.6209		3.11

		Total PV						48.02

		NPV = 48.02 − 50						-1.98





		Profitability Index (PI)

		PI = PV / Initial Investment

		Project		PV		Initial Investment		PI

		A		41.32		50		0.83

		B		41.70		50		0.83

		C		48.02		50		0.96





		Internal Rate of Return (IRR)

		Year		Project A		Project B		Project C

		0		-50		-50		-50

		1		10		11		5

		2		12		11		10

		3		14		11		20

		4		10		11		25

		5		8		11		5

		IRR 		2.72%		3.26%		8.59%





		Capital Rationing (Max £100m)

		Combination		Total Investment		Total NPV

		A + B		100		-16.98

		A + C		100		-10.66

		B + C		100		-10.28
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