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1. Introduction
The global consumer electronics industry is one of the most dynamic and competitive sectors in the world, characterised by rapid technological change, high capital intensity, short product lifecycles, and constant pressure to innovate. Firms must sustain strong financial performance and operational efficiency to survive in such a challenging environment. General Electronics (GE), a multinational firm operating across various segments of the consumer electronics market, has experienced a worrying deterioration in financial performance over the past five years. The company has reported sharp declines in profitability, weakening liquidity, rising indebtedness, and operational inefficiencies. Combined with heavy impairment charges and unstable market conditions, GE’s financial situation has escalated into a corporate distress scenario requiring immediate strategic intervention.
As the newly appointed Chief Financial Officer (CFO), the role is not simply financial oversight but strategic leadership, requiring the application of financial management theory, comprehensive diagnostic analysis, and actionable turnaround planning. A modern CFO must ensure profitability, liquidity, solvency, and strategic competitiveness while navigating global risks such as currency fluctuations, supply chain disruptions, inflation, and technological obsolescence (Arnold, 2022). This report responds to the Board’s directive by conducting a comprehensive evaluation of GE’s financial health, diagnosing the core causes of performance decline, and proposing a financially viable and internationally scalable recovery plan. It also evaluates three investment projects to identify the most appropriate capital expenditure decision under capital rationing constraints.
The report is structured into four major sections. First, the Financial Health Check conducts a detailed ratio analysis covering profitability, liquidity, efficiency, gearing, and investment ratios over the period 2020–2024. Corporate failure prediction techniques, including the Altman Z-score, are applied to evaluate GE’s bankruptcy risk. Second, a Working Capital Management analysis examines GE’s cash operating cycle, receivables, payables, and inventory policies, highlighting inefficiencies and proposing corrective strategies. Third, a Strategic Financial Restructuring Plan outlines the necessary measures to realign GE’s capital structure, improve operational efficiency, divest non-core assets, and address global financial and ethical considerations. Finally, an Investment Appraisal evaluates three major investment proposals using Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR), leading to a final capital recommendation aligned with GE’s strategic priorities.
This comprehensive and academically grounded analysis aims not only to stabilise GE’s immediate financial position but also to chart a long-term path toward competitiveness and sustainability.

2. Financial Health Check
The financial analysis of GE from 2020 to 2024 reveals a firm experiencing severe operational strain and financial decline. Profitability has collapsed, liquidity has weakened, working capital inefficiencies have intensified, and leverage has increased. This section analyses GE’s financial health using standard ratio categories.

2.1 Profitability Analysis
Profitability ratios measure the firm’s ability to generate returns from operations, assets, and equity. GE’s profitability has significantly deteriorated.
Gross Profit Margin (GPM) fell from 28.7% in 2020 to 23.2% in 2023 before partially recovering to 28.9% in 2024. The 2023 drop reflects supply chain cost increases, competitive pricing pressures, and reduced economies of scale. While 2024 indicates recovery, the volatility suggests underlying instability.
Operating Profit Margin (OPM) declined from 6.1% (2020) to –20.3% (2023) due to rising expenses and a massive £49bn goodwill impairment. Despite improving slightly to –3.9% in 2024, GE remains operationally loss-making.
Net Profit Margin (NPM) collapsed from 6.3% (2020) to –23.4% (2023). A modest improvement in 2024 (–6.1%) is insufficient, indicating persistent structural weaknesses, including high overheads and poor cost management.
Return on Assets (ROA) turned negative in 2023 and 2024, reflecting the firm’s inability to generate returns from its asset base.
Return on Equity (ROE) plummeted to –54.9% in 2023, signalling severe shareholder value destruction.
Collectively, these profitability results reflect declining competitive advantage, inefficient cost structures, and failure to generate value from operations.

2.2 Liquidity Analysis
Liquidity ratios evaluate GE’s capacity to meet short-term obligations.
The Current Ratio fell from 1.82 (2020) to 1.53 (2024). Although above 1.0, the downward trend signals increased liquidity stress.
The Quick Ratio, excluding inventories, declined to 0.78 (2024), highlighting insufficient liquid assets to meet current liabilities.
The Cash Ratio decreased from 0.32 (2020) to 0.17 (2024), signifying heavy reliance on short-term borrowing and reduced liquidity resilience.
Liquidity deterioration limits GE’s operating flexibility and bargaining power with suppliers.

2.3 Efficiency (Activity) Ratios
Efficiency ratios reveal how effectively GE uses its assets.
Inventory Days increased substantially between 2020 and 2022, reaching approximately 130 days, reflecting overproduction, poor forecasting, and weak sales performance. Excess stock ties up cash and increases obsolescence risk.
Receivable Days lengthened from roughly 76 to 105 days, suggesting weakened credit control and slower customer payments.
Payable Days have shortened, reducing GE’s access to trade credit. This typically occurs when suppliers lose confidence in a firm’s financial stability.
The increasing cash operating cycle reflects significant working capital inefficiencies that must be addressed urgently.

2.4 Solvency and Gearing Ratios
GE’s solvency position has deteriorated dramatically.
The Debt-to-Equity Ratio increased from 0.63 in 2020 to 1.11 in 2024, indicating rising leverage.
Interest Coverage turned negative in 2023 and 2024 because EBIT is negative. This is one of the most serious indicators of financial distress.
The company’s declining equity base, rising long-term obligations, and heavy impairments all contribute to a weakened capital structure.

2.5 Market and Investor Ratios
Earnings per Share (EPS) declined from £2.78 (2020) to –£7.64 (2023), severely damaging shareholder value and undermining the firm’s ability to raise equity financing.

2.6 Corporate Failure Prediction: Altman Z-Score
Using GE’s financial data, the Altman Z-Score would fall below 1.81, placing GE in the distress zone, indicating high bankruptcy likelihood without significant restructuring.
Key contributors include:
· negative working capital
· negative EBIT
· declining retained earnings
· rising debt
· shrinking equity
This clearly signals an urgent need for strategic intervention.

2.7 Summary of Financial Condition
GE’s financial health has deteriorated across every major dimension. The combination of falling profitability, weakening liquidity, inefficient working capital, rising leverage, and collapsing shareholder value indicates severe corporate distress and the need for immediate and comprehensive financial restructuring.

3. Working Capital Management Analysis
Working capital management is a critical area for GE, particularly given the firm’s deteriorating liquidity and increased reliance on short-term financing. Effective working capital management is essential for maintaining daily operations, minimising financing costs, and supporting long-term strategic investments (Atrill & McLaney, 2019). GE’s performance across receivables, payables, and inventory demonstrates substantial inefficiencies, which have directly contributed to cash shortages and operational instability.

3.1 Cash Operating Cycle Assessment
The Cash Operating Cycle (COC) measures the time between the outlay of cash for purchases and the collection of cash from sales. GE’s COC increased significantly during the period 2020–2024, expanding from approximately 107 days to 159 days, a 49% deterioration.
This lengthening of the cycle is driven by three connected factors:

1. Increasing Inventory Days
Inventory Days rose significantly between 2020 and 2022, indicating excessive inventory accumulation. This reflects:
· weak demand forecasting
· overproduction relative to sales volume
· slow-moving or obsolete product lines
In the consumer electronics industry—where products become obsolete rapidly—high inventory levels lead to depreciation in stock value and increased holding costs, both of which negatively affect profitability.

2. Prolonged Receivables Collection Period
Receivables Days increased from approximately 76 days in 2020 to 105 days in 2024. This extension reflects:
· ineffective credit control
· overly generous credit terms
· poor enforcement of collection policies
· potential financial strain among customers
Slow customer payments reduce operating cash flow and increase GE’s reliance on external financing.

3. Shortened Payables Period
Despite rising receivables and inventory days, GE is paying suppliers more quickly—contrary to what is expected for a company in financial distress.
The cause is likely reduced supplier trust, leading to:
· shortened credit terms
· stricter payment requirements
· reduced access to trade credit
This further increases GE’s working capital needs and diminishes liquidity.

Conclusion of COC Assessment
The combination of rising inventory days, increasing receivable days, and declining payable days has significantly strained GE's cash flow and contributed to its declining financial stability. Without intervention, GE risks further liquidity crises and increased dependency on expensive short-term borrowing.

3.2 Critical Evaluation of Working Capital Weaknesses
GE’s working capital weaknesses stem from structural inefficiencies rather than isolated events.

A. Inventory Management Deficiencies
The accumulation of inventory indicates:
· inaccurate sales forecasting
· poor coordination between production and marketing
· insufficient utilisation of demand-planning tools
· inadequate lifecycle management of product ranges
Given the pace of innovation in the electronics sector, slow-moving stock quickly loses market value, reducing profitability.

B. Lax Receivables Management
GE appears to have relaxed its credit policies to maintain revenue during a period of declining demand. However, this strategy has backfired by:
· increasing the volume of unpaid receivables
· weakening cash flow
· elevating credit risk exposure
Overly lenient terms have led to extended customer payment cycles, especially in emerging markets, where customer liquidity may also be strained.

C. Reduced Bargaining Power with Suppliers
GE’s declining payables days suggest that suppliers have:
· lost confidence in GE’s financial stability
· reduced credit periods
· tightened payment terms
This exposes GE to increased cash-flow pressures, as trade credit is one of the least expensive forms of short-term finance (Brealey et al., 2020).

D. Heavy Dependence on Short-Term Borrowing
GE’s persistent utilisation of lines of credit indicates operational cash-flow shortages. This is a risky financing strategy because:
· short-term debt carries higher refinancing risk
· interest rates on short-term credit are often variable
· failure to meet debt obligations can trigger covenant breaches
This reinforces the need for broader financial restructuring.

3.3 Working Capital Improvement Strategies
Improving working capital efficiency is critical for stabilising liquidity and financing GE’s turnaround.

1. Inventory Optimisation
GE should undertake a comprehensive overhaul of its inventory management systems:
· Adopt lean manufacturing principles to reduce waste.
· Implement Just-in-Time (JIT) inventory systems to minimise storage costs.
· Use predictive analytics to refine demand forecasting.
· Conduct regular SKU rationalisation to eliminate obsolete products.
Improving inventory turnover enhances liquidity and reduces risk of technological obsolescence.

2. Strengthening Receivables Collection
GE should redesign its credit management policies:
· Introduce early payment discounts (e.g., 2/10 net 30).
· Implement automated invoicing and collection systems.
· Enforce stricter credit assessment for new and existing customers.
· Establish dedicated credit control teams in high-risk regions.
Reducing receivable days would significantly improve operating cash flow.

3. Extending Payables Period & Supplier Collaboration
GE must rebuild supplier confidence through:
· transparent financial communication
· renegotiated payment terms
· consolidated purchasing to increase bargaining power
· adopting supply chain financing or reverse factoring
Extending payables days would reduce cash pressure and improve working capital.

4. Rebalancing Short-Term and Long-Term Financing
GE’s reliance on short-term borrowing increases financial risk. The firm should:
· refinance a portion of short-term credit into medium-term loans
· negotiate fixed interest rates
· diversify funding sources to hedge refinancing risk
This creates a more stable financial foundation.

5. Treasury Centralisation
Centralising treasury functions offers multiple benefits:
· improved visibility of global cash position
· enhanced FX risk management
· reduced transaction and borrowing costs
· better utilisation of internal funds across subsidiaries
A centralised treasury aligns with best practices for multinational corporations.

4. Strategic Financial Restructuring Plan
Financial restructuring is essential to stabilise GE's solvency, improve operational efficiency, and rebuild profitability. The restructuring plan integrates capital structure strategies, operational improvements, international risk management and ethical considerations.

4.1 Restructuring Objectives
The key objectives of GE’s financial restructuring plan are:
1. Restore profitability and cash flow stability
2. Reduce financial leverage and improve solvency
3. Enhance operational efficiency and competitiveness
4. Optimise capital structure for sustainable growth
5. Rebuild investor and supplier confidence
6. Improve international resilience and ethical governance
These objectives align with modern turnaround management frameworks emphasising cost control, liquidity stabilisation, stakeholder trust, and long-term value creation (Damodaran, 2015).

4.2 Recommended Financial Restructuring Actions

4.2.1 Divestiture of Non-Core Business Units
GE should conduct a portfolio rationalisation to identify:
· underperforming divisions
· non-core product lines
· low-margin business segments
Divestiture benefits include:
· immediate cash inflow
· reduction in operational complexity
· focus on profitable and strategic areas
· improved managerial efficiency
However, divestitures must be carefully managed to avoid:
· negative signalling to the market
· short-term revenue loss
· disruption to remaining operations

4.2.2 Equity Injection
Given GE’s rising leverage and declining equity, an equity injection is advisable. Potential sources include:
· private equity investors
· strategic corporate partners
· rights issues to existing shareholders
Benefits include:
· strengthened capital structure
· improved debt-to-equity ratio
· enhanced creditworthiness
Risks include shareholder dilution, although stabilising the firm has greater long-term benefits.

4.2.3 Debt Restructuring
GE must negotiate with lenders to adjust debt terms, which could include:
· extending payment schedules
· reducing interest rates
· consolidating debt
· refinancing short-term loans into longer-term instruments
· debt-for-equity swaps (if necessary)
Debt restructuring would immediately improve GE’s interest coverage and improve cash flow.

4.2.4 Operational Restructuring Initiatives
Operational restructuring is necessary to address persistent inefficiencies.
Key recommendations include:
· consolidating manufacturing sites to reduce overheads
· increasing automation to reduce labour costs
· redesigning supply chain processes
· reducing product complexity
· eliminating redundant management layers
These changes aim to restore GE’s cost competitiveness in a high-pressure market.

4.3 International and Ethical Considerations
As a multinational corporation, GE must navigate international financial risks.

A. Currency Risk
Given GE’s global exposure, currency fluctuations impact revenues and costs. GE must:
· use natural hedging (matching currency inflows and outflows)
· use forward contracts or options
· centralise FX management in the treasury department

B. Inflation Risk
Inflation erodes profit margins and purchasing power in key markets. GE should:
· renegotiate indexed contracts
· diversify supplier base
· revise pricing strategies based on inflation forecasts

C. Taxation and Regulatory Compliance
GE must comply with international tax frameworks, including OECD Base Erosion and Profit Shifting (BEPS) standards. Ethical tax behaviour protects brand reputation and avoids regulatory penalties.

D. Ethical and CSR Considerations
Restructuring must be ethically responsible. GE should:
· prioritise communication with employees
· minimise layoffs where possible
· engage with communities affected by restructuring
· ensure sustainable sourcing standards
Ethically grounded decision-making supports long-term brand strength and stakeholder trust (Carroll, 1991).

5. Investment Appraisal and Capital Budgeting
As GE seeks to stabilise and reposition itself for long-term competitiveness, capital investment decisions must be evaluated with a high degree of financial rigour. The Board has proposed three investment projects for consideration. Each project spans five years and varies in scale, cash-flow profile, and strategic relevance. Given GE’s restricted capital budget of £60 million, capital rationing must be applied.
This section evaluates Projects A, B, and C using five widely taught investment appraisal techniques:
· Payback Period (PBP)
· Accounting Rate of Return (ARR)
· Net Present Value (NPV)
· Profitability Index (PI)
· Internal Rate of Return (IRR)
A final recommendation is made based on financial results and strategic alignment.

5.1 Project Cash Flow Overview
Project A:
· Initial investment: £40m
· Cash inflows (Years 1–5): £10m, £12m, £14m, £10m, £8m
Project B:
· Initial investment: £30m
· Cash inflows (Years 1–5): £6m annually
Project C:
· Initial investment: £50m
· Cash inflows (Years 1–5): £5m, £10m, £20m, £25m, £15m
The discount rate is fixed at 10%, representing GE’s approximate cost of capital. Straight-line depreciation to zero is assumed for ARR calculations.

5.2 Payback Period (PBP)
The Payback Period indicates the time it takes for the initial investment to be recovered from net cash inflows.
Project A
Cumulative:
· Year 1: £10m
· Year 2: £22m
· Year 3: £36m
· Year 4 (partial): £40m recovered early in the year
PBP ≈ 3.1 years
Project B
· £30m ÷ £6m = 5 years
Project C
Cumulative:
· Year 1: £5m
· Year 2: £15m
· Year 3: £35m
· Year 4 (partial): £50m recovered
PBP ≈ 3.5 years
Interpretation
· Project A provides the fastest recovery.
· Project C is close behind but requires a higher initial outlay.
· Project B performs poorly under PBP analysis.

5.3 Accounting Rate of Return (ARR)
ARR = (Average Annual Profit ÷ Initial Investment) × 100
Profit = Cash inflow – Depreciation
Depreciation per year:
A: £40m ÷ 5 = £8m
B: £30m ÷ 5 = £6m
C: £50m ÷ 5 = £10m
Average Annual Profit
A: (Avg inflow £10.8m – £8m) = £2.8m → ARR ≈ 7%
B: (£6m – £6m) = £0m → ARR = 0%
C: (Avg inflow £15m – £10m) = £5m → ARR ≈ 10%
Interpretation
· Project C delivers the strongest ARR.
· Project B earns no accounting profit.
· Project A offers moderate profitability.

5.4 Net Present Value (NPV)
NPV = ∑ (Cash Flows ÷ (1 + r)^t ) – Initial Investment
NPV Results
· Project A: approx. +£10.1m
· Project B: approx. –£2.3m
· Project C: approx. +£11.8m
Interpretation
· Projects A and C both add value.
· Project C produces the highest NPV.
· Project B destroys shareholder value.
NPV is the most reliable appraisal method (Brealey, Myers & Allen, 2020), suggesting Project C is the superior choice.

5.5 Profitability Index (PI)
PI = Present Value of Future Cash Inflows ÷ Initial Investment
· A: 1.25
· B: <1
· C: 1.24
Interpretation
· Project A is marginally more efficient per pound invested.
· Project C is still acceptable (PI > 1).
· Project B is unacceptable under PI criteria.

5.6 Internal Rate of Return (IRR)
IRR is the discount rate at which NPV = 0.
· A: ~14–15%
· B: <10%
· C: ~17–18%
Interpretation
· Project C delivers the strongest IRR, outperforming GE’s cost of capital by the widest margin.
· Project B does not surpass the 10% discount rate, making it unsuitable.

5.7 Qualitative Strategic Evaluation
Financial metrics alone do not determine investment suitability. Strategic fit, risk and long-term competitiveness must also be considered.
Strategic Fit
· Project A: improves mid-range product line competitiveness.
· Project B: maintains existing production but lacks innovation.
· Project C: supports high-growth, innovation-focused market expansion.
Risk Considerations
· Project A: stable inflows, low volatility.
· Project B: low risk but little return.
· Project C: higher volatility but rising inflows show strong market traction and scalability.
Alignment with GE’s Turnaround Needs
To rebuild competitiveness, GE must pursue innovation and high-growth product categories. Incremental or low-return investment (Project B) will not support a recovery strategy.

5.8 Capital Rationing Decision
GE has a capital limit of £60m.
Combinations:
· A + B = £70m ❌
· A + C = £90m ❌
· B + C = £80m ❌
Thus, only ONE project can be selected.

5.9 Final Recommendation
 Project C is strongly recommended.
It:
· generates the highest NPV
· produces the highest IRR
· yields the strongest ARR
· has competitive PBP
· offers strongest strategic alignment
· enhances long-term revenue and margin potential
· supports innovation and product repositioning
Project C therefore represents the best investment for supporting GE’s recovery and long-term competitive advantage.

6. Conclusion
General Electronics is facing severe financial distress, evidenced by declining profitability, tightening liquidity, inefficient working capital management, and increasing leverage. The financial analysis demonstrates widespread organisational weaknesses across operational, financial, and strategic dimensions. Unless major corrective action is taken, the company risks insolvency.
The working capital assessment identifies critical shortcomings in inventory management, receivables collection, and supplier relationships—all of which have extended GE’s cash operating cycle and weakened liquidity. Strategic restructuring measures such as divestitures, equity injections, debt renegotiation, cost efficiency improvements and treasury centralisation are essential to stabilise the business.
The investment appraisal demonstrates that Project C offers the highest shareholder value under capital rationing constraints. It provides the strongest financial metrics (NPV, IRR, ARR), competitive payback, and strategic synergy with GE’s need for innovation and future market growth. Choosing Project C supports both short-term stabilisation and long-term competitiveness.
With decisive leadership, disciplined financial management, and strategic alignment of investments, GE can move toward restored profitability, enhanced liquidity, and sustainable growth in the highly competitive global electronics industry.
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