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Hyundai Motor is a multinational car company that has quickly embraced the electric vehicle (EV) movement and sustainability initiatives. Hyundai has been expanding its global market share through innovation, alliances and the development of electric vehicles (EVs) over the last ten years (Niero et al., 2023). In a rapidly evolving automotive industry, with profound changes driven by environmental policies, digitisation, and changing consumer trends, Hyundai is emerging as a viable contender in the global EV market. But with growth comes financial risks in managing cash flow, growing debt and growing complexity.
In this environment, Chief Financial Officers (CFO) play a vital role in maintaining financial stability and delivering value. The CFO's role involves financial analysis to extract key information, assess risks, and develop strategies to improve efficiency, profitability and liquidity (Oyeyipo et al., 2023). This report is written from a CFO's perspective, with the main objective of assessing the financial performance of Hyundai over the last five years, using the following financial statements: income statement, balance sheet and cash flow statement.
This report has three main objectives. Firstly, it seeks to perform a thorough financial analysis via ratio analysis focusing on profitability, liquidity, efficiency, gearing and cash flows. Second, this report aims to highlight the major financial problems that the company is facing, including poor operating cash flows and high working capital requirements. Third, it seeks to make financial strategies to enhance performance and facilitate growth.
The report assesses three proposed investment opportunities using capital budgeting methods, such as Payback Period, Accounting Rate of Return, Net Present Value, Internal Rate of Return and Profitability Index. The recommendation will be based on these techniques and will be in line with Hyundai's financial situation and strategic goals.
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[bookmark: _Toc227942342]2.1 Revenue and Profitability Analysis
Hyundai Motor Company has demonstrated a strong and consistent growth in revenue over the five-year period from 2021 to 2025. Revenue increased significantly from ₩117,610,626 million in 2021 to ₩186,254,472 million in 2025, reflecting an overall upward trend driven by increased global demand, expanasion in electric vehicle (EV) production, and improved market penetration. As illustrated in Figure 1, revenue growth remained stable throughout the period, with particularly strong increases between 2021 and 2023 (AnnualReport.com, 2026). This indicates effective strategic positioning and operational expansion within the competitive automotive industry.

However, despite strong revenue growth, net profit does not follow a perfectly consistent upward trajectory. Net profit increased from ₩5,693,077 million in 2021 to a peak of ₩13,229,908 million in 2024, before declining to ₩10,364,775 million in 2025 (Hyundai, 2026). This fluctuation suggests that although Hyundai is generating higher sales, it is facing rising costs and operational inefficiencies. The decline in 2025 may be attributed to increased production costs, inflationary pressures, and higher administrative expenses.

In terms of margins, gross profit margin improved from 18.65% in 2021 to 20.59% in 2023, indicating better cost control and production efficiency. However, it slightly declined to 18.37% in 2025, reflecting cost pressures. Operating margin followed a similar trend, increasing from 5.68% in 2021 to 9.30% in 2023, before declining to 6.16% in 2025. Net profit margin also peaked in 2024 at 7.55% but decreased thereafter. Overall, Hyundai shows strong growth potential, but profitability sustainability is under pressure.
[bookmark: _Toc227942343]2.2 Ratio Analysis
Profitability Ratios

The profitability ratios indicate that Hyundai experienced significant improvements between 2021 and 2023. Gross profit margin increased from 18.65% to 20.59%, highlighting improved production efficiency. Similarly, operating margin rose from 5.68% to 9.30%, indicating better cost management and operational performance.
Net profit margin also improved from 4.84% in 2021 to 7.54% in 2023, showing enhanced overall profitability. However, all profitability ratios declined slightly in 2024 and 2025. This suggests that Hyundai is facing increasing cost pressures, possibly due to rising raw material costs, supply chain disruptions, and increased competition in the EV market.
Return on Assets (ROA) increased from 2.43% in 2021 to 4.34% in 2023, indicating better utilisation of assets. However, it declined to 2.81% in 2025, reflecting inefficiencies in asset usage. Similarly, Return on Equity (ROE) improved significantly to 12.05% in 2023 but dropped to 8.12% in 2025. This decline indicates reduced returns to shareholders and potential concerns regarding profitability sustainability.
Liquidity Ratios
Hyundai maintains relatively stable liquidity throughout the period. The current ratio remained above 1 across all five years, ranging from 1.30 to 1.46. This indicates that the company is capable of meeting its short-term obligations. The peak in 2024 (1.46) suggests strong short-term financial health during that year. The quick ratio, which excludes inventory, ranged between 1.11 and 1.21. Although slightly lower than the current ratio, it still remains above 1, indicating acceptable liquidity. However, the relatively small gap between the two ratios suggests a significant reliance on inventory for liquidity.

Overall, Hyundai’s liquidity position is stable but not exceptionally strong, and there is a need for improved working capital management to enhance short-term financial flexibility.
Efficiency Ratios
Efficiency ratios reveal a declining trend in operational efficiency. Inventory turnover decreased from 8.2 times in 2021 to 7.0 times in 2024, before slightly recovering to 7.4 in 2025. This decline indicates slower movement of inventory, which could lead to increased holding costs and inefficiencies. Receivable turnover shows a more concerning trend, declining significantly from 37.4 times in 2021 to 21.7 times in 2025. This suggests that Hyundai is taking longer to collect payments from customers, which negatively impacts cash flow and liquidity.
These trends highlight inefficiencies in managing inventory and receivables, contributing to increased working capital requirements.
Gearing Ratios
Hyundai exhibits a relatively high level of financial leverage. The debt-to-equity ratio remained consistently high, ranging from 1.77 to 1.89 over the period. This indicates that the company relies heavily on debt financing. The debt ratio remained stable at around 0.64–0.65, meaning that approximately 65% of Hyundai’s assets are financed through liabilities. While this level of gearing may be typical for capital-intensive industries such as automotive manufacturing, it increases financial risk, particularly in periods of economic uncertainty.
Cash Flow Ratios
Cash flow analysis reveals a critical issue. Despite strong profitability, Hyundai’s operating cash flow is inconsistent and mostly negative. The operating cash flow ratio was negative in 2021, 2023, 2024, and 2025, indicating that the company is not generating sufficient cash from its core operations to cover its short-term liabilities. Only in 2022 did Hyundai generate a positive operating cash flow ratio (0.14). Similarly, cash flow margin remained negative in most years, highlighting weak cash generation relative to revenue.
This disconnects between profit and cash flow suggests inefficiencies in working capital management and potential liquidity risks.
[bookmark: _Toc227942344]2.3 Key Issues Identification
Based on the analysis above, several key financial issues can be identified.
Firstly, Hyundai faces significant challenges in cash flow management. Despite increasing revenues and profits, the company struggles to generate positive operating cash flow. This indicates that profits are not being effectively converted into cash, which could lead to liquidity constraints in the future. The increasing cash conversion cycle reflects inefficiencies in working capital management. Days Inventory Outstanding increased from 44 days in 2021 to 50 days in 2025, while Days Sales Outstanding rose from 10 days to 17 days. As a result, the overall cash conversion cycle increased from 54 days to 66 days. This means that cash is tied up in operations for longer periods, reducing financial flexibility.
Hyundai’s rising debt levels present a financial risk. The consistently high debt-to-equity ratio indicates heavy reliance on external financing. While this supports expansion, it also increases interest obligations and financial vulnerability. Additionally, declining efficiency ratios highlight operational weaknesses. Slower inventory turnover and reduced receivable turnover indicate inefficiencies in managing resources and collecting payments. Profitability, although strong, shows signs of decline in recent years. Margins and returns peaked around 2023–2024 but declined in 2025, suggesting rising costs and competitive pressures.
It has been critically analysed that Hyundai demonstrates strong revenue growth and improving profitability in the early years; however, underlying financial weaknesses such as poor cash flow management, increasing working capital cycle, and high leverage pose significant risks. These issues must be addressed to ensure long-term financial sustainability and operational efficiency.
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[bookmark: _Toc227942346]3.1 Cash Conversion Cycle (CCC) Analysis
The cash conversion cycle (CCC) is a critical indicator of a company’s operational efficiency and liquidity management. It measures the time taken by a firm to convert its investments in inventory and receivables into actual cash inflows. A shorter CCC indicates efficient working capital management, whereas a longer CCC reflects inefficiencies and potential liquidity constraints.

Based on the data presented, Hyundai’s CCC has shown a consistent upward trend over the five-year period from 2021 to 2025. As illustrated in the graph, the CCC increased from 54 days in 2021 to 66 days in 2025. This indicates that Hyundai is taking progressively longer to convert its operational activities into cash, which is a negative signal for liquidity and efficiency. This increase in CCC is primarily driven by two key components: Days Inventory Outstanding (DIO) and Days Sales Outstanding (DSO). DIO increased from 44 days in 2021 to 50 days in 2025, indicating that inventory is being held for longer periods before being sold. This may be due to overproduction, inefficient inventory management, or slower demand in certain markets.
Similarly, DSO increased significantly from 10 days in 2021 to 17 days in 2025. This suggests that customers are taking longer to pay, which delays cash inflows and increases the risk of bad debts. The sharp rise in DSO is particularly concerning, as it directly impacts cash flow and liquidity.
Overall, the increasing CCC highlights declining efficiency in Hyundai’s working capital management. The company’s cash is tied up for longer periods, reducing its ability to reinvest, meet obligations, and respond to market opportunities.
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The analysis has highlighted some serious problems in Hyundai's working capital management.
First, there is the growth in inventory. The increase in DIO suggests that Hyundai is carrying too much inventory, resulting in increased carrying costs, the risk of product obsolescence and sub-optimal resource allocation (Kelka, 2024). In a technology-driven industry such as automobiles, long inventory holding times can lead to product obsolescence and losses. The rising DSO indicates credit management problems. The increase in DSO indicates that Hyundai either has a relaxed credit policy or is experiencing payment delays from customers. This will not only delay cash receipts but also increase the risk of bad debts, affecting profitability.
The second big problem is the lack of cash flow despite profitability. Hyundai has strong revenues and profits, but its operating cash flow is weak and mostly negative. This suggests that the company is inefficient in converting profits to cash, mainly due to poor working capital management. Hyundai's liquidity is impaired by a long CCC. If cash is being locked up in inventory and receivables, Hyundai could face challenges paying its immediate liabilities. It may require more external funding, thus increasing financial risk.
Lack of working capital efficiency can limit Hyundai's growth opportunities. This can limit Hyundai's ability to invest in new projects, R&D and growth opportunities.
[bookmark: _Toc227942348]3.3 Recommendations for Improvement
To resolve these problems, Hyundai needs to adopt sound working capital management practices to enhance efficiency and liquidity.
Firstly, inventory management should be optimised. Hyundai can use strategies like Just-in-Time (JIT) inventory to shorten inventory holding times and avoid overstocking (Susanti et al., 2025). Enhanced forecasting and supply chain management can also help in matching supply with demand. Hyundai can also focus on its accounts receivable. This can be done by strengthening credit policies, shortening credit terms and providing discounts for early payments. Hyundai can also enhance its receivables monitoring to minimise delinquencies.
Hyundai must enhance cash flow management. This includes increasing cash inflows and managing cash outflows. Sound working capital strategies can assist in turning profits into cash, thus enhancing liquidity. Another approach is to manage short-term financing. Hyundai can use short-term financing options such as trade credit, bank overdrafts, and short-term loans to overcome short-term liquidity problems. Short-term financing is more flexible and cheaper to use for working capital than long-term financing.
But there should be a balance between short-term and long-term financing. Although short-term financing is flexible, it may lead to the risk of refinancing. Thus, Hyundai should work towards a balance by leveraging long-term financing for long-term investments and short-term for daily operations (Cho et al., 2025). Leveraging technology and automation can improve working capital. Sophisticated financial systems can enable real-time tracking of inventory and receivables for timely decision making. Lastly, Hyundai needs to set working capital targets and KPIs. Tracking CCC, DIO and DSO can assist in identifying potential issues and taking timely corrective measures.
It has been critically examined that Hyundai's increasing cash conversion cycle shows reduced working capital efficiency. This is due to increases in inventory and receivables leading to poor cash flow and liquidity. For long-term financial success, Hyundai needs to implement strategies such as managing inventory and receivables and making wise financing choices. This will help the company maximise cash flow, boost liquidity and optimise its working capital.
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Over the last five years, Hyundai Motor Company has recorded impressive revenue growth and profitability; however, there are underlying financial issues, including poor operating cash flow, increasing debt and inefficiencies in working capital management, that warrant the need for financial restructuring (Habib and Kayani, 2022). Restructuring involves changes to the firm's capital structure and financial policies to enhance the firm's stability, risk management and long term value (Habib and Kayani, 2022). Given the high leverage and liquidity issues of Hyundai, it is important to implement the suitable restructuring measures to achieve sustainable growth.
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Equity Financing
A key restructuring strategy for Hyundai is equity financing. This is a form of financing obtained by selling shares. Equity financing can help the company reduce its debt burden, hence improving the debt-to-equity ratio and reducing financial risk. For Hyundai, which has a high gearing ratio (around 1.8-1.9) currently, an increase in equity financing would improve its financial position. This helps the company lower its debt level and minimise interest expenses. This is especially useful in a rising interest rate environment, as it helps avoid higher interest payments.
But equity financing comes with its challenges. The issue of new shares could lead to a decline in the ownership stake of existing shareholders and a decline in earnings per share (EPS) (Poudyal, 2025). This may not be welcomed by investors. Thus, Hyundai needs to weigh the cost of reducing its financial risk against the cost of shareholder value. While there are potential disadvantages, equity financing is still possible, particularly for long-term investments such as electric vehicle production and innovation.
Debt Restructuring
The other key restructuring option is debt restructuring. This is the process of restructuring debt obligations to make them more favourable. Hyundai may be able to restructure its debt by extending the maturity of the debt, by lowering the interest rate, or by converting short-term debt into long-term debt (Ra, 2024). Hyundai being heavily dependent on debt financing, restructuring debt can have a substantial impact on cash flow and liquidity. A longer payment period can alleviate short-term cash-flow pressures, enhancing Hyundai's liquidity. Moreover, securing lower interest rates will reduce financial costs, enhancing profitability.
Hyundai can also match its investment and financing plans through debt restructuring. For instance, long-term investments like EV development need long-term financing instead of short-term debt. But over-reliance on debt restructuring could send a negative signal to investors and lenders.
Asset Divestment
Another restructuring strategy is divesting assets. It is a strategy where a company sells off non-essential or unproductive assets to raise funds and increase efficiency. Hyundai can sell off assets that are not essential to its main business to generate funds. This can create immediate cash that can be used to pay down debt, improve cash flows or fund growth in high potential segments such as electric vehicle technology (Chap and Liu, 2024). Moreover, divesting can help the firm concentrate on its core strengths and optimise its operations.
For example, Hyundai can divest non-core subsidiaries or unproductive business units. This will not only boost its bottom line but also increase its operational efficiency. But asset divestment must be done strategically to prevent loss of capabilities. Divesting of strategic assets can have a negative impact of growth.
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Shareholder Value
Shareholder value is affected by financial restructuring. Debt financing, by decreasing financial risk, may pose a threat of share dilution and lower earnings per share (EPS) in the short term (Musa, 2024). But in the longer term, better financial health can boost investor confidence and share prices. Debt restructuring can also increase shareholder value through reduced risk and increased profits. Reduced interest costs can increase profitability, and thus shareholder value. Further, cash flow increases allow for increased dividends.
Selling assets can also be value-enhancing through the exit of unproductive activities and concentration on profitable business lines. This allows Hyundai to invest in profitable opportunities, boosting its profitability and shareholder value.
Debt Reduction
Debt reduction is a major restructuring goal. Hyundai's debt-to-equity ratio suggests that it has been heavily levered. Through a mix of equity financing and asset sales, the company can decrease its debt. Reducing debt reduces interest expenses, improves credit ratings, and financial risk. This improves the company's access to capital in the future.
Debt restructuring is also a key element in managing debt. By increasing the length of time to pay back the debt and lowering the interest rate, Hyundai can increase its financial flexibility and ease pressure in the short term (Minchin, 2026).
Financial Flexibility
Financial flexibility is the capacity to adjust to market changes and investment opportunities. Successful restructuring increases Hyundai's financial flexibility through increased cash flow and reduced financial constraints (Rafayel et al., 2025). Improved liquidity and reduced debt burdens enable Hyundai to finance innovation, growth and strategic projects. It is essential for the rapidly changing automotive industry, in which firms must invest in innovative technologies. With greater flexibility, Hyundai can manage economic risks, including demand swings, currency risks and global supply chain issues.
[bookmark: _Toc227942352]4.3 Global and Ethical Factors
Currency Risk
Hyundai is an international company, which exposes it to currency risks. Fluctuations in exchange rates can affect revenue, costs and profit. For instance, weakening of foreign currencies relative to the Korean won may decrease revenue from overseas operations.
Restructuring should take into account the exchange rate risks and hedging against them. Hyundai can hedge currency risks using derivatives like forward contracts and options. Moreover, geographic diversification can mitigate currency risks.
Inflation
Another major factor that impacts Hyundai's bottom line is inflation. Higher inflation results in increased costs for raw materials, labour and costs of doing business (VR, 2024). This can result in lower profits and financial stress.
Turnaround plans need to consider the impact of inflation in terms of cost management and pricing strategies. Hyundai can invest in innovation and automation technologies to lower costs. Furthermore, supply chain efficiency can minimise the effects of increased input costs.
ESG and CSR Considerations
Environmental, Social and Governance (ESG) considerations are growing in financial markets. ESG considerations are important to investors and stakeholders.
Hyundai's electric vehicle strategy is an example of its focus on sustainability. Debt restructuring must be in line with ESG goals by funding green technologies and sustainable practices.
Through Corporate Social Responsibility (CSR), such as community engagement and labour practices, the company can also build its brand and goodwill. ESG excellence attracts investors and enhances financial performance.
It has been critically discussed Hyundai’s financial restructuring is crucial to tackle issues such as excessive leverage, cash flow problems and inefficiency. Through measures like equity issues, debt restructuring and asset sales, Hyundai can enhance financial stability and mitigate risks (Dyankov, 2022). These actions, coupled with consideration of global and ethical issues will improve Hyundai's flexibility and ensure its long-term growth prospects.
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Investment appraisal is a key financial decision-making technique used to assess the viability and return on investment of projects. Investment appraisal is crucial for Hyundai Motor Company, which is facing issues with poor operating cash flow and growing working capital needs. Choosing the most suitable project maximises the investment opportunities with the available financial resources and facilitates future growth.
Using the provided information, three mutually exclusive projects (A, B and C) have been assessed using various capital budgeting methods such as Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Internal Rate of Return (IRR) and Profitability Index (PI). Furthermore, capital rationing has been taken into account to find the best project portfolio.
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Payback Period (PBP)
The Payback Period (PBP) is the time it takes to pay back the initial investment using cash inflows. It's determined by finding the time (in years) required for cash flows to recover the initial investment. It's an easy approach to calculate and can be used to measure the liquidity risk of a project (the shorter the payback period, the better). But PBP is limited since it does not consider the time value of money and cash flows after the payback period. Nonetheless, it remains a popular screening method (Sam, 2025).
Accounting Rate of Return (ARR)
ARR is a measure of profitability based on accounting profits (Gnap and Pitera, 2023). It is calculated as average annual profit as a percentage of the initial investment. ARR is simple to calculate and helpful in making comparisons among projects in terms of profitability. But it ignores the time value of money and uses accounting figures, which may not be a good predictor of cash flows.
Net Present Value (NPV)
NPV is a key investment appraisal method. It is the net difference between the present value of cash inflows and the outlay on the project, at a discount rate (10% here). A positive NPV shows the project is value enhancing for the firm, while a negative NPV is value destroying. NPV takes into account the time value of money and gives a definitive idea of profitability; therefore, it is the best technique (Ridwan et al., 2025).
Internal Rate of Return (IRR)
IRR is the discount rate that equates the NPV of a project to zero. It is the rate of return expected from the project (Arjunan, 2022). Any project with IRR greater than the required rate of return (10%) is acceptable. But IRR can be misleading when used to compare mutually exclusive projects or for projects with uneven cash flows.
Profitability Index (PI)
PI is the present value of cash inflows divided by the investment. PI greater than 1 implies profit-making project.
This approach is often used in the presence of capital constraints, to prioritise projects that contribute more value per dollar invested.
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The analysis results give an overview of the project's financial indicators.
Project A's payback period is 4.0 years, which is quite reasonable. It has an ARR of 16%, which indicates high accounting profitability. But the NPV is -£2.66 million, which means that the project does not add value when the cost of capital is taken into account. The PI is 0.95 (less than 1), also indicating that the project is unviable. The IRR of around 8.6% is also less than the required rate of return (10%), further confirming that Project A is not a worthwhile investment. Project B is the worst performing project. It has the greatest payback period of 4.55 years and the smallest ARR of 12%. The NPV of -£8.30 million is considerably negative implying considerable value destruction. The PI of 0.83, and IRR of about 4.5% also confirm that Project B is not a good investment.
Project C shows the best performance. It has the fastest payback period of 3.4 years, meaning that the investment can be recovered quickly. It has an ARR of 16%, tied with Project A, but is higher than Project B's. Crucially, Project C has a positive NPV of £2.94 million, meaning value is created. Its PI is 1.06 and it is profitable, and its IRR of 12.2% is higher than the required rate of return.
In summary, Project C is the most preferred investment alternative, given its superior financial performance in most of the financial ratios.
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To make the final investment decision, we need to look at the financial performance and Hyundai’s financial status.
This analysis of Hyundai shows high profitability but low operating cash flows with growing working capital needs (Bhattacheryay, 2023). This is a situation of constrained cash flow despite profitability. As a result, investments should focus on those that have a high cash flow and a low financial risk. Hyundai's financial requirements are met by project C. Its quick payback period means it will recover its investment sooner, which is a priority for the cash-strapped company. Moreover, its positive NPV means that it adds value to the firm and its high IRR shows that it generates impressive returns.
By contrast, Projects A and B do not pass the financial test. Each project has a negative NPV and an IRR smaller than the required rate of return, meaning that they would destroy shareholder value. Project B is especially poor, as it does not meet any of the criteria. Hyundai has a high gearing ratio, implying it uses a lot of debt. Financing negative NPV projects would put more pressure on its cash flows and risk. So, Hyundai must invest in financially viable projects. Project C is also in line with Hyundai’s goals. Hyundai aims to innovate and grow in the electric vehicle (EV) market, and investing in projects with a high return on investment (ROI) maximises capital efficiency.
[bookmark: _Toc227942357]5.4 Capital Rationing
Capital rationing is when a company has a budget constraint and can select the optimal combination of projects (Jamal and Sudrajat, 2022). Here, Hyundai can only choose two projects given a budget of £100 million. The possible combinations are Project A + B, Project A + C and Project B + C. The findings indicate that the combination of Project A + B has a negative total NPV of -£10.96 million, and is therefore not a viable option. Likewise, the combination of Project B + C results in a negative NPV of -£5.36 million, which means value destruction. The only option that results in a positive NPV is Project A + C, with a total NPV of £0.28 million. While the amount of value created is limited, it is still the most favourable option given the budget constraint. Thus, under capital rationing the best decision is to choose Project A and Project C.
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Investment decisions are subject to various risks that must be carefully considered.
Market Risk
Automobile demand, including for EVs, is sensitive to economic factors, consumer trends and competition. This may lead to lower cash flows from the projects.
Political and Regulatory Risk
Regulations, policies and trade measures may affect Hyundai. For instance, tightening of emissions regulation or EV subsidies could impact project economics.
Financial Risk
Hyundai has a high level of debt. This risk could increase with investment in projects with uncertain returns (Kim, 2024). Hence, it is important to choose projects with good financial returns.
Operational Risk
Project implementation, supply chain and cost management can impact project performance. Good project management can help to mitigate these risks.
It has been critically analysed that investment appraisal is an important part of Hyundai's financial decision making. Project C has been identified as the best among the three options, with a positive NPV, significant IRR and short payback period. When faced with capital rationing, the best investment portfolio is Project A and Project C, which has the highest NPV. Through the judicious choice of projects and management of risks, Hyundai can increase financial returns, value to its shareholders, and enable strategic growth.
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This report has given an overview of Hyundai Motor Company's financial performance, efficiency and investment decisions over the past five years (2021-2025). It reveals that Hyundai has delivered solid revenue growth over this period, driven by its global expansion and commitment to electric vehicles. It also showed an improvement in profitability in the early years of the period (2021-2023). However, this growth is coupled with a number of financial issues that need to be addressed strategically.
One of the major issues highlighted in this analysis is the imbalance between profitability and cash flow. Hyundai continues to experience poor operating cash flow, despite the increase in revenue and profits. This is related to poor working capital management, reflected in the rising cash conversion cycle which has increased from 54 days to 66 days. The increasing inventory holding period and accounts receivable suggests that cash is being tied up in the business for longer periods, thereby decreasing the company's liquidity and cash flow.
Hyundai's high gearing ratio reflects its dependence on debt capital, which raises financial risks, particularly during economic downturns. While this might be typical for a capital-intensive business, it increases Hyundai's interest burden and financial risk. Recent years' fall in efficiency ratios and marginal reductions in profitability also suggest increasing costs and inefficiencies.
Strategically, restructuring is needed to resolve these challenges. Improvements in working capital, inventory and receivables, and a mix of debt and equity financing, for example, can improve Hyundai’s financial performance. Moreover, considering international factors such as inflation, exchange rate risk and ESG in financial decisions will ensure sustainable growth. The investment appraisal exercise revealed that Project C is the best standalone investment opportunity with a positive Net Present Value, higher Internal Rate of Return and a shorter payback period. In the context of capital rationing, Projects A and C together were identified as the best investment, as it maximises value.
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	INCOME STATEMENT (2021–2025) – ₩ million

	Particulars
	2021
	2022
	2023
	2024
	2025

	Revenue (Sales)
	117,610,626
	142,527,535
	162,663,579
	175,231,153
	186,254,472

	Cost of Sales
	95,680,131
	114,209,483
	129,179,183
	139,481,946
	152,037,636

	Gross Profit
	21,930,495
	28,318,052
	33,484,396
	35,749,207
	34,216,836

	Selling & Admin Exp
	15,251,546
	18,498,283
	18,357,495
	21,509,615
	22,748,985

	Operating Profit
	6,678,949
	9,819,769
	15,126,901
	14,239,592
	11,467,851

	Finance Income
	912,802
	1,218,813
	1,559,538
	1,531,248
	1,299,305

	Finance Expenses
	548,410
	1,054,228
	970,700
	898,551
	1,009,986

	Other Income
	1,447,261
	2,257,113
	1,782,333
	2,067,530
	2,160,730

	Other Expenses
	1,834,405
	2,850,107
	2,350,343
	2,272,415
	2,586,124

	Profit Before Tax
	7,959,562
	10,947,943
	17,618,662
	17,781,436
	13,841,903

	Income Tax
	2,266,485
	2,964,329
	4,626,640
	4,232,418
	3,477,128

	Net Profit
	5,693,077
	7,983,614
	12,272,301
	13,229,908
	10,364,775



	BALANCE SHEET (2021–2025) – ₩ million

	Particulars
	2021
	2022
	2023
	2024
	2025

	Total Assets
	233,946,415
	255,742,462
	282,463,355
	339,798,429
	368,844,849

	Total Current Assets
	88,565,366
	96,389,273
	101,724,717
	115,764,287
	120,777,363

	Cash & Equivalents
	12,795,554
	20,864,879
	19,166,619
	19,014,944
	18,360,566

	Trade Receivables
	3,147,296
	4,279,057
	4,682,182
	5,908,079
	8,600,419

	Inventories
	11,645,641
	14,291,216
	17,400,346
	19,791,007
	20,661,752

	Total Liabilities
	151,330,626
	164,845,917
	180,653,915
	219,522,496
	241,196,612

	Current Liabilities
	64,236,787
	74,236,472
	73,362,103
	79,509,643
	88,579,290

	Total Equity
	82,615,789
	90,896,545
	101,809,440
	120,275,933
	127,648,237

	
	
	
	
	
	



	CASH FLOW STATEMENT (2021–2025) – ₩ million

	Particulars
	2021
	2022
	2023
	2024
	2025

	Operating Cash Flow (CFO)
	-1,176,416
	10,627,311
	-2,518,760
	-5,661,641
	-5,991,270

	Investing Cash Flow
	-5,182,579
	-1,203,495
	-8,649,391
	-14,623,489
	-10,347,129

	Financing Cash Flow
	8,792,286
	-1,324,499
	9,393,371
	19,493,291
	15,424,760

	Net Change in Cash
	2,933,418
	8,069,325
	-1,698,260
	-151,675
	-654,378






Ratios
	PROFITABILITY RATIOS

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Gross Profit Margin
	Gross Profit / Revenue ×100
	18.65%
	19.87%
	20.59%
	20.40%
	18.37%

	Operating Margin
	Operating Profit / Revenue ×100
	5.68%
	6.89%
	9.30%
	8.13%
	6.16%

	Net Profit Margin
	Net Profit / Revenue ×100
	4.84%
	5.60%
	7.54%
	7.55%
	5.56%

	ROA
	Net Profit / Total Assets ×100
	2.43%
	3.12%
	4.34%
	3.89%
	2.81%

	ROE
	Net Profit / Equity ×100
	6.89%
	8.78%
	12.05%
	11.00%
	8.12%



	LIQUIDITY RATIOS

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Current Ratio
	Current Assets / Current Liabilities
	1.38
	1.30
	1.39
	1.46
	1.36

	Quick Ratio
	(CA − Inventory) / CL
	1.20
	1.11
	1.15
	1.21
	1.13



	EFFICIENCY RATIOS

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Inventory Turnover
	COGS / Inventory
	8.2
	8.0
	7.4
	7.0
	7.4

	Receivable Turnover
	Revenue / Receivables
	37.4
	33.3
	34.7
	29.7
	21.7



	WORKING CAPITAL CYCLE

	Particulars
	Formula (Full Form)
	2021
	2022
	2023
	2024
	2025

	Days Inventory Outstanding
	365 / Inventory Turnover
	44
	46
	49
	52
	50

	Days Sales Outstanding
	365 / Receivables Turnover
	10
	11
	11
	12
	17

	Cash Conversion Cycle
	DIO + DSO
	54
	57
	60
	64
	66




	CASH FLOW RATIOS

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Operating Cash Flow Ratio
	Cash Flow from Operating Activities / Current Liabilities
	-0.02
	0.14
	-0.03
	-0.07
	-0.07

	Cash Flow Margin
	(Cash Flow from Operating Activities / Revenue) × 100
	-1.00%
	7.46%
	-1.55%
	-3.23%
	-3.22%



	GEARING

	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	Debt to Equity
	Total Liabilities / Equity
	1.83
	1.81
	1.77
	1.83
	1.89

	Debt Ratio
	Liabilities / Assets
	0.65
	0.64
	0.64
	0.65
	0.65



Investment Appraisal 

	Investment Appraisal – Hyundai Projects (All values in £ million)

	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)

	Initial Investment
	-50
	-50
	-50

	Year 1 Cash Inflow
	10
	11
	5

	Year 2 Cash Inflow
	12
	11
	10

	Year 3 Cash Inflow
	14
	11
	20

	Year 4 Cash Inflow
	10
	11
	25

	Year 5 Cash Inflow
	8
	11
	5



	Investment Appraisal Results (Discount Rate = 10%)

	Method
	Formula
	Project A
	Project B
	Project C

	Payback Period (Years)
	Years to recover initial investment using cumulative cash flows
	4.0 years
	4.55 years
	3.4 years

	Accounting Rate of Return (ARR %)
	(Average Annual Profit / Initial Investment) × 100
	16%
	12%
	16%

	Net Present Value (NPV £m)
	NPV at 10% discount rate
	-£2.66m
	-£8.30m
	+£2.94m

	Profitability Index (PI)
	Present Value of Cash Inflows / Initial Investment
	0.95
	0.83
	1.06

	Internal Rate of Return (IRR %)
	Discount rate where NPV = 0
	~8.6%
	~4.5%
	~12.2%



	Capital Rationing Analysis (Budget = £100 million)

	Combination
	Investment (£m)
	Total NPV (£m)
	Decision

	Project A + B
	100
	-10.96
	Reject

	Project A + C
	100
	0.28
	Accept

	Project B + C
	100
	-5.36
	Reject



Hyundai Revenue  (2021–2025)

Revenue (Sales)	
2021	2022	2023	2024	2025	117610626	142527535	162663579	175231153	186254472	
(₩ million)




Net Profit	
2021	2022	2023	2024	2025	5693077	7983614	12272301	13229908	10364775	

(₩ million)



Hyundai Profitability Ratios (2021–2025)

2021	Gross Profit Margin	Operating Margin	Net Profit Margin	ROA	ROE	0.18646695239935207	5.678865275319596E-2	4.8406144866536126E-2	2.4334961491074784E-2	6.891027815518411E-2	2022	Gross Profit Margin	Operating Margin	Net Profit Margin	ROA	ROE	0.19868478045312438	6.889734674777052E-2	5.6014537822463566E-2	3.1217397132901614E-2	8.783187523794221E-2	2023	Gross Profit Margin	Operating Margin	Net Profit Margin	ROA	ROE	0.20585060408636405	9.299500904255893E-2	7.544590544143874E-2	4.344740931084671E-2	0.12054187705973042	2024	Gross Profit Margin	Operating Margin	Net Profit Margin	ROA	ROE	0.20401170903669166	8.126176057290452E-2	7.54997486091985E-2	3.893457671047679E-2	0.10999630325045992	2025	Gross Profit Margin	Operating Margin	Net Profit Margin	ROA	ROE	0.18371014468849908	6.1570876000228335E-2	5.5648462497050806E-2	2.810063642775719E-2	8.119794870335734E-2	Ratios


Percentage (%)




LIQUIDITY RATIOS (2021-2025)

Current Ratio	
2021	2022	2023	2024	2025	1.3787328123992253	1.2984085908608372	1.3866112453183084	1.4559779497437815	1.3634943675886315	Quick Ratio	
2021	2022	2023	2024	2025	1.197440416812877	1.1058992269999037	1.1494268505361684	1.2070646575535497	1.130237225879774	

Ratio (Times)




Hyundai Cash Conversion Cycle (2021–2025)

Days Inventory Outstanding	2021	2022	2023	2024	2025	44.42572267172168	45.67303609981318	49.16524584305507	51.789624120959715	49.603109324851644	Days Sales Outstanding	2021	2022	2023	2024	2025	9.767510632925294	10.958274167865177	10.506325020673497	12.30630968341571	16.8541077231155	Cash Conversion Cycle	2021	2022	2023	2024	2025	54.193233304646974	56.63131026767836	59.67157086372856	64.09593380437542	66.45721704796715	
Days
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