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[bookmark: _6zpgicodsyaq][bookmark: _Toc224060239]1. Introduction 
Electric vehicle (EV) is an expanding industry, which has been driven by environmental issues, government policies, and technological advancement. BYD is one of the pioneer firms within this industry, and it is a Chinese multinational company dealing with electric vehicles, battery technology and renewable energy systems. In this report, the financial position of BYD from 2020-2024 is analysed using the ratio analysis and working capital evaluation. It is also suggesting financial restructuring plans as well as the analysis of three investment projects with the use of capital budgeting techniques to identify the most economically viable project.

[bookmark: _lhfokay1f2o7][bookmark: _Toc224060240]2. Financial Health Check
[bookmark: _qjivmcxhoc][bookmark: _Toc224060241]2.1 Overview of BYD Financial Performance
After 2020, BYD has recorded high financial growth. The revenue of the company grew by approximately 396% as it was CNY 156,597.7 million in 2020 and CNY 777,102.5 million in 2024. There was also an increase in net income, which increased by CNY 4,234.27 million to CNY 40,254.35 million, meaning that profitability is increased and market penetration is widening (Annual Report, 2025a). This development is justified by increasing global demand for electric vehicles and battery technology, and government incentives, and growing awareness of sustainable transportation (Shamsuddoha and Nasir, 2025). Total assets of BYD have grown between CNY 201,017.3 million in 2020 and CNY 783,355.9 million in 2024 due to significant spending on production facilities, research and development of products, as well as expansion of supply chains (Annual Report, 2025b). The equity of shareholders also increased by CNY 64,453.9 million to CNY 198,688.2 million, and this has fortified the financial base of the company (BYD, 2025). Nevertheless, total liabilities increased to CNY 584,667.7 million, which is a sign of greater leverage with fast growth [Refer to Appendix A].
[bookmark: _o07n1ec2o37t][bookmark: _Toc224060242]2.2 Profitability Ratio Analysis
[image: ]
Figure 1: Gross Margin Trends
(Source: Self-Developed)
As per Nasution and Yusleny (2023), profitability ratios are used to determine the capacity of a firm to make earnings in relation to revenue, assets, and equity. The gross profit margin was low, ranging between 12.7 and 19.,1 within the period. The margin was 19.1% in 2020 and 12.7% in 2021, which demonstrates rising production costs and chains of supply disruptions. It, however, bounced back to 19.1% in 2024, which is a sign of increased efficiency in operations and economies of scale. The operating profit margin increased steadily, whereas it was 3.0% in 2021 to 5.9% in 2024. This growth shows that the efficiency in operations has also been improved as the company increased production and streamlined manufacturing operations.
The net profit margin has risen by 2.7% in 2020, up to 5.2% in 2024, showing that the company has better profitability when operating costs, interest expenses, and taxes are considered. Studies show that companies that make substantial investments in EV innovation tend to have better financial results when technologies start to be adopted in all parts of the world (Mishra, 2025). The return on assets (ROA) improved in 2024 at 5.1% in comparison with 2020 at 2.1%, which means that assets are better used to increase profits. Another good indicator is that the return on equity (ROE) increased greatly between 6.6 in 2020 and 20.3 in 2024, which indicates great value creation to the shareholders [Refer to Appendix D]. The increase in the profitability indicators is also consistent with the trends in the industry as EV manufacturers enjoy increasing profitability numbers thanks to technological progress and economies of scale (Katterbauer et al., 2025).
[bookmark: _5hwoq43egr54][bookmark: _Toc224060243]2.3 Liquidity Ratio Analysis
[image: ]
Figure 2: Current Ratio Trends
(Source: Self-Developed)
Liquidity ratios test how a firm is able to settle its short-term liabilities. The current ratio has decreased to 0.75 in 2024 as compared to 1.05 in 2020, which reflects that the current liabilities have increased at a higher rate compared to the current assets. A ratio that is less than 1 is an indication of possible liquidity pressure. The quick ratio also decreased from 0.75 in 2020 to 0.51 in 2024, indicating a rise in inventory as compared to liquid assets. Cash ratio has improved in 2024 as compared to 0.14 in 2020, which is an indicator that the company has more cash reserves than it has had in previous years [Refer to Appendix D]. Operating cash flow is what supported the growth of cash reserves, and it rose to CNY 133,453.9 million in 2024 compared to CNY 45,392.7 million in 2020 (Annual Report, 2025c). High operating cash flows are of great importance to EV manufacturers because they fund research, battery development, and infrastructure. Nair and Prajapati (2025) indicates that the necessary liquidity level is crucial to EV firms because the industry is highly capital-intensive.
[bookmark: _dmlzcp730vnz][bookmark: _Toc224060244]2.4 Efficiency Ratio Analysis
[image: ]
Figure 3: Inventory Turnover Trends
(Source: Self-Developed)
Efficiency ratios are used to assess the level of efficiency with which a firm manages to use its resources and assets. The inventory turnover ratio was 4.04 in 2020, but in 2024, it had risen to 5.42, which means that it has become more efficient in terms of inventory management and the rate at which products are sold. The receivables turnover ratio rose markedly in 2024, from 2.71 in 2020, indicating that the company has enhanced its credit and cash collection procedures. The asset turnover ratio improved from 0.78 in 2020 to 0.99 in 2024, which proves that BYD is making more money on its assets [Refer to Appendix D]. The increase in the efficiency ratios implies that the company has become more efficient in terms of production since it has expanded its production volumes. The studies of EV production prove that effective supply chain and inventory management are key to maintaining a competitive advantage in the electric vehicle market (Akinsooto et al., 2025).
[bookmark: _dkvja68sjj1n][bookmark: _Toc224060245]2.5 Gearing (Leverage) Ratio Analysis
[image: ]
Figure 4: Debt to Equity Trends
(Source: Self-Developed)
The debt-to-equity ratio calculates the amount of debt used by a company to fund its operations, using debt relative to the equity of the shareholders. It is a significant indicator of the financial risk and stability of capital structure. The dependency of debt-to-equity ratio of BYD indicates a varying trend over the five-year period. This ratio declined in 2021 to 1.84, but followed by a massive growth to 3.07 in 2022 and 3.52 in 2023, and again decreased by a small margin to 2.94 in 2024 [Refer to Appendix D]. The rise of leverage shows that BYD was very dependent on external funds to fund its fast growth in the electric vehicle market.
The increased leverage ratio is more or less related to the company's investments in production plants, research and development, as well as the expansion of the global supply chain. The electric vehicle business involves heavy capital expenditure in the production and manufacture of batteries, the technology of manufacture, and the electrical charge infrastructure. Hence, most manufacturers of EVs rely on third-party funding to finance their development plans (Glova and Panko, 2025). Though an increased leverage may speed up the growth, the financial risks are increased as it increases interest payments and minimises financial flexibility. The slight decrease in the ratio in 2024 is an indication that BYD can be slowly bringing its capital structure into line and at the same time investing in long term growth.
[bookmark: _sx5k85h37w78][bookmark: _Toc224060246]2.6 Investment and Cash Flow Analysis
The cash flow analysis assists in determining the financial viability of a firm and its capacity to finance its business operations and investments. The operating cash flow of BYD improved considerably from CNY 45,392.7 million in 2020 to CNY 169,725.0 million in 2023 and then slightly decreased to CNY 133,453.9 million in 2024. This high growth in the operating cash flows is a pointer to higher revenue and high efficiency in operations. Nonetheless, there was still a negative investment of cash flows during the period as a result of high capital expenditures. In comparison, the capital expenditure rose between 2020 and 2024, taking the CNY 11,774 million to CNY 97,359 million, which shows that the company is investing significant capital in the manufacturing plants, battery production and development of technology. As per Gautam et al., (2025), the EV industry is characterised by high investment expenditure, as companies have to keep investing in innovation and infrastructure to stay in the business. In spite of the huge investments, their high operating cash flows indicate that BYD has the financial ability to sustain its growth.
[bookmark: _dviqdk1cy21s][bookmark: _Toc224060247]2.7 Key Financial Strengths and Threats
The financial analysis shows that there are some strengths. These are good revenue growth of CNY 156,597.7 million in 2020 to CNY 777,102.5 million in 2024, enhanced profitability, better operating efficiency and high operating cash flows. Nevertheless, there are still some financial risks. The liquidity ratios have decreased with time, which points to the likelihood of financial stress in the short-term. Also, the high debt and capital requirements might also pose a risk to financial risks in case of a change in the markets. Thus, financial stability, along with preserving innovation and growth will be fundamental to the sustainability of BYD in the long term.

[bookmark: _j7urgi7t88cf][bookmark: _Toc224060248]3. Working Capital Management Analysis
[bookmark: _nu9b8xv4c5jt][bookmark: _Toc224060249]3.1 Working Capital Overview
As stated by Sogomi et al. (2022), working capital management is the management of short-term assets and liabilities of a company in order to provide efficiency in operations and adequate liquidity. It is essential to ensure smooth day-to-day running, especially in manufacturing companies where the production process needs constant investment in raw materials, stock and payment to suppliers. Within the electric vehicle market, working capital management is particularly crucial since production is associated with enormous investments into battery components, electronic devices, and advanced technologies of production. The financial account of BYD reveals that its working capital has been growing substantially over the last two years, between the year 2020 and 2024. The current assets of the company rose between 2020 and 2024 and surged to CNY 370,572.2 million in 2024. This is as compared to 2020, which was CNY 111,605.1 million. This expansion indicates how the scale of operation of the company is growing, and the need for electric cars and battery technologies is increasing. The growth in current assets is attributed by growth in inventory, accounts receivable, and cash balances (Enkel and Wintgens, 2025).
The time period led to a significant growth in cash reserves. The cash balance of BYD increased to CNY 102,730.2 million in 2024 compared to CNY 14,445.0 million in 2020, which will be helpful in terms of liquidity to fund operations and implement strategies used in the business. Increased cash reserves give the flexibility of finances and minimise the risk of liquidity crunch in the short term. In the same way, the accounts receivable grew to CNY 89,547.5 million in 2024 compared to CNY 57,726.4 million in 2020, which is the result of greater sales and credit transactions with the customers. Inventory also rose at great rates, since 2020, CNY 31,396.4 million increased to 2024 CNY 116,036.2 million, which shows an increase in the level of production and the increase in the level of demand. Nonetheless, the growth in the current assets was coupled with a higher growth of current liabilities. The current liabilities of BYD have grown to CNY 495,985.2 million in 2024 compared to CNY 106,430.7 million in 2020, and this is about 366 times higher. This growth signifies that the organisation as highly dependent on the short-term funding facilities, such as trade payables and short-term lending, to achieve the growth of its operations. Effective use of working capital is then necessary to maintain production and financial stability in the EV sector (El Gibran and Nainggolan, 2025) [Referred to Appendix B].
[bookmark: _oeu5jw8tz66q][bookmark: _Toc224060250]3.2 Cash Operating Cycle Analysis
The cash operating cycle, also referred to as the cash conversion cycle, is a measure of time that the business takes to convert its holdings in inventory and receivables to cash (Asman et al., 2022). It is an important measure of the efficiency of operations and management of liquidity. The cash operating cycle is usually calculated using the formula:
Cash Operating Cycle = Inventory Days + Receivable Days – Payable Days
In spite of the fact that the detailed data on the payable turnover is not available, the inventory turnover and receivables turnover ratios give an idea about the effectiveness of the operations of BYD. The 2024 inventory turnover ratio improved, which was 5.42 as compared to the 2020 ratio, which stands at 4.04. Increased inventory turnover implies that the company will sell goods faster, which will decrease the cost of storage and the threat of technological obsolescence, which is quite significant in the highly dynamic EV market. On the same note, the receivables turnover ratio also improved tremendously, as it stood at 2.71 in 2020 and had increased up to 8.68 in 2024, which is an indicator of better credit management practices and accelerated payments by customers. Modified receivables increase cash inflow and decrease the probability of late payments. According to Ersoy et al. (2025), comprehensively, the shifts in inventory and receivable turnover indicate a greater level of operational efficiency and shortening of the cash operating cycle, which enhances the liquidity status and lessens its dependence on outside funding.
[bookmark: _jcpyksi2ztaw][bookmark: _Toc224060251]3.3 Strategies to Improve Liquidity
Although there has been an increase in operational efficiency, the liquidity ratios are on the decline, indicating that BYD is likely to experience short-term liquidity pressure, caused by the increase in current liabilities. Good liquidity management practices are thus needed. Enhancing the effectiveness of the supply chains can minimise time wastage during the process of acquiring raw materials and ensure that the inventory is kept at a suitable level (Thrän et al., 2025). Other releases of additional working capital can be made through the reduction of inventory holding periods by enhancing forecasting and an inventory control system. The credit management policies should be reinforced to speed up the speed of collection process and minimise bad debt. Moreover, having sufficient reserves of cash will enable companies to use such funds to address any short-term liabilities without heavy borrowing. Murugan et al., (2025) added that the efficiency of the operations and liquidity can also be increased by technological advances in EV production and battery technology.
[bookmark: _u8om8cduaidq][bookmark: _Toc224060252]3.4 Short-Term vs Long-Term Financing
The decision of financing has a strong correlation with the management of working capital since companies have to finance both the short-run and long-run investments. Finance Daily operations, such as acquiring raw materials and inventory control, are funded through short-term financing like trade credit, overdraft facilities and short-term loans. Flexible as it is, overdependence on short-term finances might pose a liquidity problem because of frequent repayments. Long-term investments, including production facilities, battery development, and research work, are done using long-term financing that includes bonds, long-term loans, and equity. Electric vehicle producers frequently rely on long-term financing as infrastructure and technological innovation demand large amounts of capital to be invested (Qays et al., 2025). Balance financing is used to maintain a liquidity level and sustainable growth.

[bookmark: _ghlk7hgizzj5][bookmark: _Toc224060253]4. Strategic Financial Restructuring Plan
[bookmark: _spoo6q6vibpo][bookmark: _Toc224060254]4.1 Need for Financial Restructuring
The EV market has grown tremendously with concerns about the environment, the favourable policy by governments, and technological advancement. Nevertheless, this expansion has also put a strain on EV manufacturers since substantial sums of money are needed to fund production facilities, battery research, and charging systems as well as research. Staying financially stable and growing production and technological invention are significant strategic issue to companies like BYD. By analysing its finances, it can be noted that BYD achieved great growth during the period of 2020-24. The revenue grew between CNY 156,597.7 million and CNY 777,102.5 million in the years 2020 and 2024, respectively [Refer to Appendix C]. On the other hand, total assets grew in the period between CNY 201, 017.3 million and CNY 783,355.9 million. Although this is a robust growth, the liabilities also rose considerably, as CNY 136,563.4 million in 2020 grew to CNY 584,667.7 million in 2024, which shows that it is becoming more dependent on external financing. 
Concurrently, the liquidity ratios deteriorated since the current liabilities were increasing at a higher rate than the current assets, thus indicating that there is a risk to the financial position in case of further expansion of the company. There is a need to restructure its finances, therefore to make it more efficient in terms of capital, minimise financial risk, and facilitate sustainable growth (Cabeza-Ramírez et al., 2025). The EV manufacturers have to keep investing in battery technology, manufacturing industries and charging infrastructure to stay in the game. The need to integrate energy and large infrastructure investments will be necessary to facilitate the global deployment of electric vehicles (Güven et al., 2025). Good restructuring strategies can hence enable companies to have the ability to invest and at the same time, diversify financial risk.
[bookmark: _oh57h7yi5qlj][bookmark: _Toc224060255]4.2 Proposed Financial Strategies
In order to overcome the financial problem involved in high growth, it is possible to adopt several financial measures that would enhance the capital structure of BYD and the financial sustainability in the long term. Such strategies are aimed at mitigating the financial risks, enhancing efficiency in operations, and sustaining innovation in the EV sector. Equity financing is one of the strategies. Issuance of further equity may also contribute to minimising the dependence of the company on debt financing and decreasing the ratio of leverage. This will enhance the financial stability of the company since it will be able to boost the capital structure by increasing the shareholder equity. Equity financing will also be useful in supplying extra funds to cater to research and development, expansion of infrastructure and expansion into the international markets (Samawi et al., 2025). The other possible strategy is the establishment of strategic alliances with power firms and technology companies. Cooperation with renewable energy sources, battery technology manufacturers, and infrastructure creators could assist in lessening the financial burden of developing the network of charging and energy storage facilities. The strategic partnership is one where the companies cut the costs of investments and technological development, thus enhancing their work efficiency and minimising the financial risk.
The third approach includes the optimisation of assets and the sale of non-core businesses. As stated by Sogomi et al. (2022), organisations usually diversify into various business lines when they are experiencing a boom. Not every business activity is however, er equally helpful in the long-term profitability. Companies can release financial resources and concentrate on the core business processes through selling non-core or underperforming assets and investing in the core business processes, like the production of electric vehicles and the development of battery technologies. The use of government incentives and subsidies is also another significant strategy. Various governments offer financial aid, tax credits, and policy encouragement to encourage the creation of new vehicles with energy (Matkovic et al., 2025). These incentives have the ability to substantially lower the financial cost of research and development and investing in infrastructure. The policies of the government have contributed greatly to the rapid increase in the production of electric cars and technological development in China (Zeng et al., 2025). Along with finance restructuring strategies, companies ought to pay more attention to enhancing their operational efficiency as well as optimising their supply chain and technological innovation. Higher manufacturing technologies, electronic supply chains, and automation can assist in lowering production costs and enhancing profitability. Through restructuring its finances along with optimisation in its operations, BYD will be able to enhance its competitive edge in the fast-changing EV market.
[bookmark: _uvl2bnyg1532][bookmark: _Toc224060256]4.3 Impact on Shareholder Value and Capital Structure
A strategic restructuring of its financial structure can have a profound effect on shareholder value as well as the capital structure of a company. The restructuring process aims at having the best debt and equity balance as a way of mitigating financial risk and maximising shareholder gains. Financing more through equity financing will reduce the debt-to-equity ratio, interest payable, and financial stability. As per the comment of Seo et al. (2025), it also means increased investor confidence and enables companies to obtain money more cheaply for long-term investment and growth as a result of a stronger capital structure. Another way financial restructuring can boost shareholder value is through the promotion of innovation and technological development. The battery technology, energy storage, and production efficiency can be invested in to enhance product performance and lower the cost of manufacturing (Wang et al., 2025). Moreover, the environmental, social, and governance (ESG) issues have a greater impact on investment choices. Businesses that have good sustainability behaviours usually attract more investors and get better valuations in the markets (Onomakpo, 2025). As such, the financial performance and competitiveness can be improved in the long run by redesigning strategies that focus on sustainable investment.
[bookmark: _8vjixbyib47y][bookmark: _Toc224060257]4.4 International and Ethical Considerations
The growth of the electric vehicle production process is associated with a number of international and ethical aspects that the companies in question need to consider to guarantee sustainable development and acceptance in the global market. Since EV manufacturers are going global, their operations are bound to adhere to various regulatory policies, environmental policies and sustainability policies. According to Al Shurideh et al. (2025), electric cars are very instrumental in improving the quality of air by reducing the emission of greenhouse gases through replacing the conventional internal combustion engine automobiles. Electric mobility is viewed as a significant measure to meet global climate targets and eliminate fossil reliance (Ndhlovu et al., 2025). Nevertheless, EV manufacturing also poses ethical issues of battery manufacturing and the procurement of raw materials. Lithium and cobalt are some of the minerals that are usually extracted in areas with different environmental and labour standards, and therefore, firms have to offer responsible sourcing and supply chain transparency. Also, the companies are to adhere to global emissions policies, recycling policies and sustainable policies (Alzoubi et al., 2025). The environmental effects can be mitigated by creating an environmentally supportive battery recycling system and incorporating renewable energy into the production process to enhance the corporate image and help in the development of sustainable transportation.

[bookmark: _pn7oqa1oshh0][bookmark: _Toc224060258]5. Investment Appraisal and Capital Budgeting
[bookmark: _65avhew1322x][bookmark: _Toc224060259]5.1 Introduction to Investment Appraisal
One of the tools of financial management that is of importance in determining the feasibility and profitability of a potential project before the investment of the financial resources into it is the investment appraisal. These methods enable managers to make comparisons of anticipated costs and benefits of the various investment options and to distribute funds effectively. According to Evensen et al. (2025), electric vehicle manufacturing is one of the key technological industries where the choice of investments becomes especially critical due to the high capital investments and time spent on the development of the project. EV organisations spend a lot of money on research and development, battery technology, manufacturing systems, and charging infrastructure. Investment appraisal techniques are those that assess projects on the basis of the projected cash flows and risk, as well as the time value of money. The most frequently used methods of common capital budgeting are payback period, accounting rate of return, net present value, internal rate of return, and profitability index. These procedures assist in arriving at a decision on whether projects will be able to produce enough amounts of finance (Yardim et al., 2025).
[bookmark: _myv5sxtcbw8k][bookmark: _Toc224060260]5.2 Payback Period (PBP) Analysis
Payback period is one of the most common investment appraisal techniques used to evaluate how soon the investment in a project can be paid back, as per cash inflows. It applies in unpredictable industries since it focuses on the rapid recovery of capital. The lifetime of payback is shorter, which means that the risk of investment is also less and the invested money is paid back more quickly.
· The payback period of project A is 4.5 years
· Project B will pay back after 4.55 years
· The payback period of project C is 3.6 years
The above results show that Project C is the one with the least payback period, i.e. it starts recovering its initial investment sooner as compared to the other two projects. Quick recovery of investment minimises financial risk since the company has the ability to reinvest recovered investment in other ventures or strategic projects. As per the view of Zhao et al. (2025), the payback period approach does possess a number of limitations. It fails to take into account the time value of money and does not take into consideration the cash flows that occur after the payback period. In spite of this shortcoming, the payback method is handy as a screening tool for investment decisions [Referred to Appendix E].
[bookmark: _x3rmkp8tycn7][bookmark: _Toc224060261]5.3 Accounting Rate of Return (ARR)
Another method of investment appraisal that is applied in determining the profitability of a project is the accounting rate of return (ARR). ARR is a percentage ratio of the annual profits of a project to the first investment. As compared to the payback period, which is concerned with the time taken to break even, ARR is concerned with the profitability of the project in general. The formula used to calculate the ARR is:
ARR = Average Annual Profit / Initial Investment × 100
The projections of the projects were performed in terms of financial operations by calculating the average annual cash inflows of the projects. Project A gives a generation of 10.8million, Project B 11 million, and Project C 13 million every year. These findings reveal that Project C has the largest average return, which means it is more profitable and manages the investment funds more efficiently. The ARR approach is practical as it provides an easy profitability tool that can be easily compared across projects (Serrato et al., 2025). Nevertheless, ARR fails to take into account the fact that the time value of money exists, and this can make it less reliable when making long-term investments.
[bookmark: _cibrvrdbb6j2][bookmark: _Toc224060262]5.4 Net Present Value (NPV)
One of the most popular methods of investment appraisal is the net present value (NPV) due to the fact that it takes the time value of money into consideration whenever it is used to evaluate investment decisions. The NPV method is used to determine the current value of cash inflows in the future at the cost of a project and the initial cost of the project. As long as the cash flows that are initially invested in a project have a present value that is less than the present value of future cash flows, the project will create a positive value to the company (Chiradeja et al., 2025). The NPV calculation involves the use of a discount rate, which represents the required rate of return or cost of capital of the company. This analysis was carried out at a discount rate of 10% in the evaluation of the three investment projects. The results of the NPV calculations are:
· Project A = –£8,675,823
· Project B = –£8,301,345
· Project C = –£19,838,434
The NPV of all three projects is negative at a discount rate of 10%, and this implies that the discounting of the future cash flows is less than the investment. Nevertheless, Project B is the least risky in terms of the negative NPV. The companies can still invest in case the projects have strategic value to them, like the development of technology and market growth [Referred to Appendix E].
[bookmark: _t98dzu7sif4f][bookmark: _Toc224060263]5.5 Internal Rate of Return (IRR) and Profitability Index (PI)
Another useful capital budgeting method that is employed in the evaluation of investment opportunities is the internal rate of return (IRR). IRR is the discount rate at which the net present value of a project will be zero. That is, it represents the rate of the project generated through its cash flows. The IRR results calculated for the projects are:
· Project A = 2.72%
· Project B = 3.26%
· Project C = 8.59%
The project with the highest potential return in terms of its investment value against its cost of investment is project C, which shows the highest profitability on the basis of the internal rate of return. An increased IRR depicts an increased profitability and a more appealing investment. The index of profitability (PI) is also a measure of the value created on each unit of investment, by comparing the present value of the future cash flow with the amount of investment made. Going by the PI findings based on the NPV calculations, Project C will yield high returns at any given unit of investment, although it has a negative NPV at the selected discount rate.
[bookmark: _gxnvtvr42jnf][bookmark: _Toc224060264]5.6 Project Recommendation
The results of the investment appraisal give various opinions about the financial performance of the three projects. The payback period analysis indicates that Project C breaks even after 3.6 years, compared to 4.8 years in Project A and 6 years in Project B, meaning that there will be less risk of investment due to the speed of the capital payback period. It is also apparent in the analysis of accounting rate of return that Project C is the best in terms of average annual returns, which is at £13 million, whereas Projects A and B have average annual returns of 10.8 million and 11 million, respectively. On the same note, Project C is the most profitable within IRR of 8.59%. Nonetheless, it is shown that Project B has the least negative NPV at a 10% discount rate, showing that it has low financial risk. As such, investment decisions must be made in a way that gives a balanced approach on profitability and risk.
[bookmark: _cykfh0smb0y4][bookmark: _Toc224060265]5.7 Capital Rationing Decision
Capital rationing is a situation where the availability of financial resources is limited to make investments, and the company is faced with a number of competing projects to invest in. The total investment budget that the company can make in such a case is up to 100 million pounds and the project start-up costs are 50 million pounds. This is a budget constraint that the company will only be able to make two out of three different available projects. In the process of considering the potential project combinations, managers have to take into account the financial outcome of the investment appraisal methods. The combinations are possible and are:
· Project A and Project B
· Project A and Project C
· Project B and Project C
Financial analysis indicates that the most appropriate combination of investments would be Project B and Project C. Project C offers the greatest profitability and the shortest period to break even on investment, whereas Project B offers the worst negative NPV. As inspired from the ideas of Eti et al., (2025), the choice of both projects will balance profitability and risk to enhance the investment efficiency and financial sustainability of the long-term capital-intensive EV industry.

[bookmark: _7wxw2y90jea][bookmark: _Toc224060266]6. Conclusion
Financial analysis reveals that BYD has recorded high levels of revenue growth, profitability and market growth over the years of 2020-2024. The profitability and efficiency ratios increased by a significant margin, which means that there was better operational performance. Nevertheless, the decrease in the liquidity ratios and the increase in leverage indicate the possible financial risks associated with the fast growth. There has been an increase in working capital management, especially on inventory and receivables. The results of the investment appraisal reveal that Project C provides the quickest payback time and the highest IRR, as Projects B and C combine to provide an optimal investment solution subject to capital rationing.
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1211 Income Statement

Annual Quarterly
97 2020 2021 2022 2023 2024

Period Ending: 2 32 a2 32 N2 2
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Other Operating Expenses, T... ) +15.95% +13.9% +139.51% +491% +36.08%
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1211 Balance Sheet

Annual Quarterly Collapse All - A
97 2020 2021 2022 2023 2024
Period Ending: 2 312 312 32 312 N2
A Total Current Assets ) Me0sM 16611019  240,803.51 30212145  370,572.24
Cash & Cash Equivalents @ 1444503 50,4571 5147126 109,07823  102,7307
Cash & Cash Equivalents Growth & +1419% +249. +2.01% +111.92% -5.82%
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1211 Cash Flow Statement

Annual Quarterly Collapse All - A
® 2020 2021 2022 2023 2024
Period Ending: E B a2 N2 2
A Cash from Operations £ 4539267 6546668  140,83766 16972503  133,453.87
Cash from Operations Growth ) +207.93% +44.22% +11513% +20.51% -21.37%
Net Income 5] 4,23427 304519 1662245  30,040.81  40,254.35
Depreciation & Amortisation, Total & 12,487.86 14,0811 20288.42 4328257  65079.05
Amortisation of Deferred Charge... & 3082 27.28 8159 27015 182733
Other Non-Cash Items, Total 5] 716215 4109.08 560212 476152 7,594.35
Change in Net Operating Assets & 2147758 44,20403 9824309  91369.98 18,698.81
A Cash from Investing -14,444.25  -45,403.99 4120596 -125663.64  -129,082.28
Cash from Investing Growth ) +30.83% -214.34% -165.61% -4.2% -2.72%
Capital Expenditures (CapEx) @ -M77409  -3734361  -9745686  -122,09351  -97359.77
Sale of Property, Plant, and Equi... & 258.98 82639 268.24 470.79 1,068.02
Cash Acquisitions 5] - - - -14,077.77 -125.44
Divestitures 5] 9783 222.33 - 7384 778
Other Investing Activities @ -3,02696 91091 -23,407.37 9963  -32,672.87
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Cash from Financing Growth &) -537.31% +155.57% -221.33% +165.77% -180.11%
Total Debt Issued @ 4263375 32,872.38 2763595 4530408 4062367
Short Term Debt Issued, Total 5] - - - - -
Long-Term Debt Issued, Total @ 4263375 32,872.38 2763595 4530408 4062367
Total Debt Repaid @ -6712366  -49,87881  -44702.36  -285157  -52,674.26
Short Term Debt Repaid, Total &) - - - - -
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