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[bookmark: _Toc227188672]Introduction
Volkswagen Group is also one of the largest manufacturers of automotive in the world with its base in Wolfsburg, Germany (Volkswagen Group, 2025). The company has a variety of brands such as Volkswagen, Audi, Porsche, SEAT, Skoda, Lamborghini, Bentley and TRATON. The Group sales revenue in fiscal year 2025 were EUR 321.9 billion and the vehicle sales were about 9.0 million units in the whole world (Volkswagen Group, 2025). The Group however experiences serious financial strain due to global move towards electric vehicles (EVs), increased cost of inputs, geopolitical tensions, and a decrease in profitability.
This report has been written in line with the Chief Financial Officer (CFO) of Volkswagen Group. It provides a detailed review of the financial well-being of the Group in the next five years (2021 to 2025), working capital management practices, a strategic financial restructuring plan, and appraisal of three proposed investment projects based on the well-known capital budgeting techniques. The data on all financial data is taken out of the Volkswagen Group Annual Report 2025 (Volkswagen Group, 2025; Volkswagen Group, 2026). The analysis follows the rigorous financial analysis instruments discussed throughout the course, such as ratio analysis, payback period (PBP), accounting rate of return (ARR), net present value (NPV), profitability index (PI) and internal rate of return (IRR).
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[bookmark: _Toc227188674]1.1 Five-Year Financial Statement Analysis
The five-year financial forecasts of the years 2021-2025 depict a complicated situation of the financial performance of Volkswagen Group, which starts with the recovery, reaches its highest point of profitability, and then declines (Volkswagen Group, 2026).
Income Statement Analysis
The income statement analysis is the analysis of revenue, expenses, gains, and losses of a particular company that show if a company is profitable and efficient enough in its operations (Olayinka, 2022). The sales revenue increased continuously since 2021, reaching its highest point in 2024 of EUR 324.7 billion, which is a cumulative growth of about 29.8% in four years. Nevertheless, the revenue decreased slightly to EUR 321.9 billion in 2025, decreasing 0.9% compared to 2024. This revenue stagnation is an indicator of the weakened demand in major markets, such as a decline in consumer confidence in Europe and the growth of competition with Chinese EV producers (Volkswagen Group, 2026).
The trend of the gross profit is more alarming. The gross profit was highest in 2023 when it was EUR 61.0 billion, and it sharply decreased in 2025 to EUR 51.2 billion. Cost of sales increased by EUR 202.9 billion in 2021 to EUR 270.7 billion in 2025 by a factor of 33.4% whereas revenue increased by a factor of 28.7 during the same time. This inflation of costs represents increased prices of raw materials, disruptions in supply chains, and increased the high cost of EV battery technology (Volkswagen Group, 2026).
The result of operations has worsened significantly as in 2023, the EUR 22.5 billion went down to EUR 8.9 billion in 2025, a two-year drop of 60.6%. This decline can be explained by the increasing distribution and administration costs, and a decline in net other operating result, which shifted to negative EUR 7.0 billion in 2025 (compared to positive EUR 1.7 billion in 2021). After tax earnings also decreased to EUR 17.9 billion in 2023 to EUR 6.9 billion in 2025 (Volkswagen Group, 2026).

Balance Sheet Analysis
Balance Sheet analysis refers to an analysis of a financial position of a company at one, exact point of time, the analysis of its assets, liabilities, and shareholders’ equity (Agrawal, 2023). The total assets increased steadily with a growth of EUR 528.6 billion in 2021 to EUR 644.5 billion in 2025 as a result of perpetual investment in EV infrastructure and diversification of financial services. The non-current assets rose to EUR 396.6 billion (up of EUR 328.3 billion), and this grew mainly due to lease assets, which grew to EUR 82.5 billion in 2025, and property, plant and equipment of EUR 73.1 billion. The current assets have also grown, and in 2025, it has increased to EUR 247.9 billion (Volkswagen Group, 2026).
Current liabilities increased drastically on the liabilities side, as in 2021, they were EUR 164.4 billion and in 2025, they were EUR 226.5 billion. This growth was led mainly by the short-term financial obligations which have increased to EUR 127.5 billion in 2025 compared to EUR 117.0 billion in 2024. The total equity grew to EUR 203.1 billion in 2025, which increased compared to its 2021 level of EUR 146.2 billion, but there was a stable equity ratio of about 31.5% over most of the years (Volkswagen Group, 2026).
Cash Flow Analysis
The cash flow analysis is the analysis of cash inflows and outflows of a company, which can be operating, investing, and financing activities over a specified period (Thalya, 2023). Operating activities cash flows decreased drastically in 2025 as compared to EUR 38.6 billion in 2021 by a margin of 61.2 billion in 2025. This is one of the warning signals, which is really critical considering that the capacity of the Group to generate cash based on its core operations has been significantly compromised. Investing activities cash flows were very negative over the period with EUR 27.5 billion invested in 2025 due to the capital-intensive nature of the EV transition. In 2025, the net inflow of financing activities increased to EUR 11.9 billion, mostly via bond issuances, which means that the company becomes increasingly dependent on debt financing of operations and investment (Volkswagen Group, 2026).
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Ratio analysis is a financial instrument that evaluates a balance sheet and income statement of a company to determine liquidity, operating efficiency, profitability, and solvency (Blessing and Sakouvogui, 2023). The ratio analysis below includes the profitability, liquidity, efficiency, gearing, investment, and cash flow of the 2021-2025 period based on the information provided in the Volkswagen Group Annual Report 2025 (Volkswagen Group, 2026).
	Ratio
	2025
	2024
	2023
	2022
	2021

	Gross Margin (%)
	15.9
	18.3
	18.9
	18.7
	18.9

	Operating ROS (%)
	2.8
	5.9
	7.0
	7.9
	7.7

	Net Profit Margin (%)
	2.1
	3.8
	5.5
	5.7
	6.2

	ROS before Tax (%)
	2.9
	5.2
	7.2
	7.9
	8.0

	Return on Equity (%)
	3.5
	6.4
	9.7
	9.5
	N/A

	Return on Assets (%)
	1.1
	2.0
	3.0
	2.8
	2.9


Table 1: Profitability Ratios (Source: Volkswagen Group, 2026)
	Ratio
	2025
	2024
	2023
	2022
	2021

	Current Ratio
	1.09
	1.13
	1.16
	1.23
	1.22

	Quick Ratio
	0.85
	0.87
	N/A
	N/A
	N/A

	Interest Coverage (x)
	2.73
	5.53
	N/A
	N/A
	N/A


Table 2: Liquidity and Coverage Ratios (Source: Volkswagen Group, 2026)
	Ratio
	2025
	2024
	2023
	2022
	2021

	Asset Turnover (x)
	0.50
	0.51
	0.54
	0.49
	0.47

	Inventory Days
	75.6
	78.1
	N/A
	N/A
	N/A

	Receivable Days
	23.5
	23.8
	N/A
	N/A
	N/A

	Payable Days
	41.1
	40.9
	N/A
	N/A
	N/A


Table 3: Efficiency Ratios (Source: Volkswagen Group, 2026)
	Ratio
	2025
	2024
	2023
	2022
	2021

	Equity Ratio (%)
	31.5
	31.1
	31.5
	31.6
	27.6

	Debt-to-Equity (x)
	2.17
	2.22
	2.17
	2.16
	2.62

	Gearing (Net Debt/Equity)
	0.88
	0.86
	N/A
	N/A
	N/A


Table 4: Gearing Ratios (Source: Volkswagen Group, 2026)
	Ratio
	2025
	2024

	Basic EPS (EUR)
	13.29
	21.36

	Operating CF / Revenue (%)
	4.66
	5.28


Table 5: Investment and Cash Flow Ratios (Source: Volkswagen Group, 2026)
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Trends
The most notable trend in all profitability ratios is that there is a long-term and growing decrease. In 2021, gross margin was 18.9% and in 2025, it was 15.9% with operating return on sales being 7.7 and 2.8 respectively. The net profit margin has decreased by over half, 6.2 to 2.1. These trends point to the fact that the growth in revenue has been more than met by the growth in costs, and that there has been a significant decrease in operational efficiency (Handayani and Winarningsih, 2020).
There is a gradual decline in liquidity ratios. Its current ratio has decreased to 1.09 in 2025 as compared to 1.22 in 2021 and its quick ratio is only 0.85 in 2025, which means that the Group is not in a position to meet its current liabilities using its most liquid assets. Interest coverage declined to 2.73 in 2025 as compared to 5.53 in 2024 and it represents the steep decline in operating income in comparison to interest payable. The cash flows of the operating activities decreased in the years 2021 to 2025 with a critical figure of EUR 38.6 billion to EUR 15.0 billion respectively, an unfavorable development that indicates that the capacity of funding its operations reduces (Volkswagen Group, 2026).
Strengths
Volkswagen Group has significant strengths even after the decrease in margins. Equity ratio has been largely stable with an overall range of 31.5 and it has been shown to be well managed in the long-term capital (Kwatmak et al., 2024). The total equity has increased to EUR 203.1 billion in 2025, as compared to EUR 146.2 billion in 2021, which is retained earnings and appreciation of capital. The Group has gross liquidity of EUR 86.2 billion (cash and marketable securities) that offers a significant cushion against the short-term commitments. Its automobile sales have generally not changed significantly, with an average sale of 9.0 million annually, which indicates that there is a strong demand in its multi-brand product lines (Volkswagen Group, 2026).


Threats
The gravest risk is the drastic decrease in the operating profitability and operating cash generation. The Group has a low margin to absorb additional shocks with its operating return on sales standing at just 2.8% in 2025. The structural threat to gross margins is increasing cost of sales, which is due to EV battery cost and supply chain volatility. The net other operating result worsened to negative EUR 7.0 billion in 2025, with the restructuring charges and write-downs being enormous. The high level of gearing, 2.17 debt to equity ratio exposes the Group to interest rate risk and constrains financial flexibility. Moreover, the total third-party borrowings were EUR 264.7 billion at the end of 2025, which form huge debt servicing liabilities (Volkswagen Group, 2026).
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The cash operating cycle (or cash conversion cycle) is the number of days between payment made by the company to its inputs and cash inflow to its customers (Asman et al., 2022). It is estimated as:
Cash Operating Cycle = Inventory Days + Receivable Days - Payable Days
Using data from the 2025 and 2024 consolidated financial statements (Volkswagen Group, 2026):
	Component
	2025
	2024

	Inventories (EUR million)
	56,042
	56,720

	Trade Receivables (EUR million)
	20,760
	21,130

	Trade Payables (EUR million)
	30,490
	29,772

	Cost of Sales (EUR million)
	270,671
	265,184

	Sales Revenue (EUR million)
	321,913
	324,656

	Inventory Days (CoS basis)
	75.6
	78.1

	Receivable Days (Revenue basis)
	23.5
	23.8

	Payable Days (CoS basis)
	41.1
	40.9

	Cash Operating Cycle (days)
	58.0
	61.0


Table 6: Cash Operating Cycle Calculation (Source: Volkswagen Group, 2026)
The cash operating cycle is 58.0 days in 2025, slightly better than the 61.0 days in 2024. This was enhanced by a marginal decrease in inventory days (75.6 days as compared to 78.1 days) which is an indication of improved stock control and less inventory. There was also a slight improvement of receivable days that that had increased by 23.8 to 23.5 days. The payable days were fairly consistent at around 41 days. Nevertheless, a cash operating cycle of 58 days is still long as an automobile manufacturer and indicates a big cash commitment of funds.
The automotive department, which follows a build-to-forecast, model, inherently has large inventories. The Group has EUR 56.0 billion inventories and inventory days of 75.6, which means that it has a structural problem of minimizing working capital and not interfering with the production scheduling. Meanwhile, the short trade receivable days of 23.5 indicate how the Group is using its financial services division to turn dealer receivables around. This notwithstanding, the payable days of 41.1 are relatively low when compared to inventory days of 75.6, indicating that the Group is financing a large part of its working capital using its own resources (Volkswagen Group, 2026).
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Inventory Reduction
To minimize the build-up of excessive inventory, the Group ought to adopt a demand-based manufacturing approach (Al Janahi et al., 2026). Implementing the principles of just-in-time (JIT) procurement of major component groups, especially of EV battery modules and electronic systems, may help to decrease the inventory days by five to ten days (Aruleswaran et al., 2026). This decreases on its own would free up up to EUR 3.7 billion in cash (at 2025 inventory with respect to cost of sales). Another strategy Volkswagen Group needs to employ is to consolidate its model line-up by reducing the number of variants to facilitate easier production scheduling and reduce the amount of finished goods in stock.
Accounts Receivable Management
Although already the receivable days are comparatively low by 23.5 days, the Group can further speed up cash receipt by dynamic discounting of dealer networks, providing incentives of early payment (Pourmohammadreza et al., 2025). The financial services unit, which already finances large amounts of receivables through securitisation, might increase its application of securitisation to turn financial services receivables into cash. Financial services receivables amounted to EUR 171.3 billion (combined current and non-current) in 2025, which is an enormous source of securitisation activity (Volkswagen Group, 2026).


Trade Payables Extension
With a payable day of just 41.1 days in 2025, Volkswagen Group stands to make huge gains in extending payment terms with its suppliers. Large automotive OEMs often have industry standards of 60 to 90 days. By increasing the number of payable days to 55 days and securing the supply chain partners using supply chain finance programmes (reverse factoring), an estimated EUR 9.4 billion working capital would be released. Such a reform should be carried out in such a way that the relationships with suppliers are not harmed, as they are of utmost importance in keeping production going.
Cash Management Centralisation
A further centralisation of treasury operations by the Group should be in the form of global cash pooling. The consolidation of cash balances among subsidiary entities would lower the idle cash in individual operating units and enhance the effectiveness of the EUR 38.8 billion of cash and cash equivalents in the Group. The netting of internal surpluses and deficits can also make a centralised treasury incur less cost of short term borrowing before it gets to the external markets (Volkswagen Group, 2026).
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Short-Term Financing Options
Short-term financing is suitable to fund short-term working capital requirements and seasonal variations (Hossain, 2022). Commercial paper and short-term notes are already extensively used at Volkswagen Group. Proceeds of the issuance of commercial paper and notes were EUR 27.5 billion and repayment of EUR 30.4 billion in 2025 (Volkswagen Group, 2026). The revolving credit facilities, commercial paper programmes and trade finance facilities are some of the important short-term instruments that are available to the Group. These instruments are flexible and relatively cheap but subject the Group to rollover risk and interest rate volatility.
Long-Term Financing Options
The Group will be better financed by long-term financing to cover its multi-year EV investment programme and capital expenditure. Volkswagen Group enjoys a well-established bond issuance programme, where in 2025 it has issued EUR 36.0 billion of bonds. Green bonds are especially pertinent considering the sustainability undertakings of the Group; such bonds appeal to ESG investors, and they are generally priced slightly higher. Asset-based securities (ABS) based on the portfolio of financial services receivables are also an effective long-term source of funding, enabling the Group to align the tenor of its liabilities to its assets (Pérez Arévalo, 2025).
Comparison
Short-term financing is less refinancing risk and more flexible but has lower interest rates (Chen et al., 2025). Which is especially acute due to the current financial liabilities of the Group of EUR 127.5 billion as of December 2025. Long-term financing is more certain and less rollover risky but also is generally costlier and less flexible. Since the Group is experiencing financial strains and has to finance an EV transition with a decade, a middle ground solution is suggested: working capital should be financed with the help of short-term instruments, whereas long-term bonds and green bonds should be used to finance the capital investment. The Group ought to aim at increasing the mean life of debt to mitigate the risk of forced funding in bad market circumstances (Volkswagen Group, 2026).
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Divestiture of Non-Core Assets and Brands
The Volkswagen Group has a very large brand portfolio cutting across mass-market, premium and luxury segments. Other underperformers or non-core brands, including some of the regional operations or lower volume luxury brand, can be sold to free up capital. Divestiture would simplify operations, decrease fixed cost and would create proceeds that could be redistributed to the EV transition. Restructuring has already been announced by Volkswagen Group throughout its plants in Germany in 2024 and 2025; a parallel brand rationalisation programme would support this strategic focus. The sale of assets may be used to pay back high-cost debt and then the interest coverage ratio will increase to the current level of 2.73x (Volkswagen Group, 2026).
Strategic Partnerships and Joint Ventures
Instead of direct mergers, Volkswagen Group ought to look into enhancing strategic alliances in EV technology. In 2025, the Group already has equity-accounted investments that have a value of EUR 10.0 billion. Collaborations with battery and software companies and technology firms can speed up the development of EVs, share capital and risk (Ajeigbe and Holt, 2025). As the case in point, joint venture in terms of developing gigafactories of EV batteries would decrease the capital expenditure needs of the Group and guarantee competitive battery supplies. The equity-accounted investment returns of the Group increased between EUR 375 million in 2024 to EUR 930 million in 2025, which indicates that current partnerships are producing better returns (Volkswagen Group, 2026).
Equity Injection and Capital Restructuring
Provided that operating cash flows are still getting worse, the Group might require to address a targeted capital injection by the institutional investors/through rights issue. The total equity is EUR 203.1 billion and the equity ratio of 31.5% gives a margin. Nonetheless, a rights issue would have to be diluted with a strong strategic story. Another option is that the Group may reorganize its hybrid capital instruments. The hybrid capital investors have EUR 14.3 billion of equity in December 2025 that is a cushion between those who hold senior debt and the ordinary equity shareholders (Volkswagen Group, 2026).
Cost Restructuring
Personnel cost ratio fell slightly between 15.3 in 2024 to 15.2 in 2025 but at a EUR 49.1billion in absolute terms, personnel costs are also the only remaining controllable cost item of the largest quantity. The Group has already indicated that it will be reducing its workforce in the restructuring programme. The CFO must make sure that the reduction in headcount should be focused on administrative and non-production areas and not on manufacturing capacity to produce EVs and minimizing overheads. There is also a structural opportunity to lower the per-unit manufacturing costs in the medium-term when accelerating the transition to software-defined vehicles (Volkswagen Group, 2026).
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Impact on Shareholder Value
Shareholder value has already been hurt by the acute decline in earnings per share, which is between EUR 21.36 in 2024 and EUR 13.29 in 2025. The total dividends paid decreased during 2024 to 2025, amounting to EUR 5.2 billion to EUR 3.8 billion, respectively, which is explained by the Group choosing to save cash (Volkswagen Group, 2026). Equity markets would better accept a credible restructuring plan, which aims at enhancing sustainable profitability, as opposed to cost-reduction in the short-term. The divestitures and partnership model suggested would reflect strategic discipline and enhance the ratio of 3.5% of return on equity that is currently low in 2025.
Debt Structure
The total third-party borrowings were EUR 264.7 billion as at December 2025 as compared to EUR 254.1 billion at 2024. Net liquidity amounted to negative EUR 178.5 billion, which shows the size of financial commitments of the Group in respect of liquid assets. The restructuring plan must aim at minimizing short term financial obligations (as of now EUR 127.5 billion) through refinancing into long term instruments and repaying debt with proceeds of divestiture. It would minimize the rollover risk and decrease the interest burden, which would enhance the interest coverage ratio and financial strength (Volkswagen Group, 2026).
Operational Flexibility
The decrease in the brand portfolio and the simplification of the corporate structure would enhance the flexibility of operation (Balogun et al., 2022). A leaner Group, which is core-segments oriented, would be more receptive to the fast changes in EV demand, regulation and technology. By centralising procurement and platform development shared among remaining brands, per-unit costs would also be minimised, and the resilience of the supply chain would be enhanced.
[bookmark: _Toc227188684]3.3 International and Ethical Considerations
Taxation
The decrease in the brand portfolio and the simplification of the corporate structure would enhance the flexibility of operation (Balogun et al., 2022). A leaner Group, which is core-segments oriented, would be more receptive to the fast changes in EV demand, regulation and technology. By centralising procurement and platform development shared among remaining brands, per-unit costs would also be minimised, and the resilience of the supply chain would be enhanced.
Currency Risk
Volkswagen Group is exposed to high currency risk with EUR 7.8 billion in vehicle sales overseas and presence in China, the Americas and Europe in 2025. The Group has an extensive hedging programme, and positions in cash flow hedges were EUR 1.8 billion (OCI I) in December 2025. The CFO must make sure that the hedging policy is checked once in a year and that the exposure to the Chinese renminbi, US dollar, and other currencies subject to fluctuations is regulated within the specified risk tolerance rates (Volkswagen Group, 2026).


Inflation
A chronic increase in the cost of raw materials, energy and labour has been one of the major causes of compression in margins of the Group. To give cost visibility, the procurement strategy of the Group should include the inclusion of long-term supply contracts with price escalation clauses. The Group must consider a faster process of vertical integration in battery materials where possible so that it can be less affected by the inflation of commodity prices.
Corporate Social Responsibility
An EV transition in itself is a significant CSR commitment, which equips the Group commercial strategy with the global decarbonisation agenda. Nevertheless, the Group has to cope with the social consequences of restructuring as well. Retrenchment of workforce, especially in German facilities, where unions are very strong, is a major social and reputational risk. The CFO must collaborate with the Board and employee representatives to make sure that restructuring should be done in a fair way with proper retraining and redeployment assistance. The green bond structure of the Group is also an opportunity to associate the capital raising with proven environmental results, which increases its ESG status among institutional investors.
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4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc227188686]4.1 Project Evaluation and Selection
Below are three investment projects that are assessed. Both have initial investment of GBP 50 million, life of five years and a straight-line depreciation to zero over five years. The discounted rate is 10%. The depreciation is GBP 10 million per annum (GBP 50m / 5 years) and the average investment (to calculate ARR) is GBP 25 million (GBP 50m / 2).
Project A: Uneven Early-Heavy Cash Flows
Initial investment: 	GBP 50m. 
Net cash inflows: 	
Year 1: 		GBP 10m; 
Year 2: 		GBP 12m; 
Year 3: 		GBP 14m; 
Year 4: 		GBP 10m; 
Year 5: 		GBP 8m. 
Total cash inflows: 	GBP 54m.
	Year
	Cash Inflow (GBP m)
	Cumulative CF (GBP m)
	Discount Factor (10%)
	Present Value (GBP m)

	1
	10.00
	10.00
	0.9091
	9.09

	2
	12.00
	22.00
	0.8264
	9.92

	3
	14.00
	36.00
	0.7513
	10.52

	4
	10.00
	46.00
	0.6830
	6.83

	5
	8.00
	54.00
	0.6209
	4.97

	Total PV
	
	
	
	41.33

	NPV
	
	
	
	-8.67


Table 7: Project A NPV Calculation
	Metric
	Calculation
	Result

	Payback Period
	4 years + (GBP 4m / GBP 8m)
	4.50 years

	ARR
	(GBP 10.8m avg CF - GBP 10m dep.) / GBP 25m
	3.2%

	NPV
	PV GBP 41.33m - GBP 50m
	-GBP 8.67m

	PI
	GBP 41.33m / GBP 50m
	0.83

	IRR (interpolated)
	Between 2% and 3%
	approx. 2.73%


Table 8: Project A Summary Metrics
Project B: Stable Annuity Cash Flows
Initial investment: GBP 50m. Net cash inflows: GBP 11m per year for five years. Total cash inflows: GBP 55m.
	Year
	Cash Inflow (GBP m)
	Cumulative CF (GBP m)
	Discount Factor (10%)
	Present Value (GBP m)

	1
	11.00
	11.00
	0.9091
	10.00

	2
	11.00
	22.00
	0.8264
	9.09

	3
	11.00
	33.00
	0.7513
	8.26

	4
	11.00
	44.00
	0.6830
	7.51

	5
	11.00
	55.00
	0.6209
	6.83

	Total PV
	
	
	
	41.70

	NPV
	
	
	
	-8.30


Table 9: Project B NPV Calculation
	Metric
	Calculation
	Result

	Payback Period
	4 years + (GBP 6m / GBP 11m)
	4.55 years

	ARR
	(GBP 11m avg CF - GBP 10m dep.) / GBP 25m
	4.0%

	NPV
	PV GBP 41.70m - GBP 50m
	-GBP 8.30m

	PI
	GBP 41.70m / GBP 50m
	0.834

	IRR (interpolated)
	Between 3% and 4%
	approx. 3.27%


Table 10: Project B Summary Metrics



Project C: Back-Loaded Cash Flows
Initial investment: GBP 50m. 
Net cash inflows: 
Year 1: 	GBP 5m; 
Year 2: 	GBP 10m; 
Year 3: 	GBP 20m; 
Year 4: 	GBP 25m; 
Year 5: 	GBP 5m. 
Total cash inflows: GBP 65m.
	Year
	Cash Inflow (GBP m)
	Cumulative CF (GBP m)
	Discount Factor (10%)
	Present Value (GBP m)

	1
	5.00
	5.00
	0.9091
	4.55

	2
	10.00
	15.00
	0.8264
	8.26

	3
	20.00
	35.00
	0.7513
	15.03

	4
	25.00
	60.00
	0.6830
	17.08

	5
	5.00
	65.00
	0.6209
	3.10

	Total PV
	
	
	
	48.02

	NPV
	
	
	
	-1.98


Table 11: Project C NPV Calculation
	Metric
	Calculation
	Result

	Payback Period
	3 years + (GBP 15m / GBP 25m)
	3.60 years

	ARR
	(GBP 13m avg CF - GBP 10m dep.) / GBP 25m
	12.0%

	NPV
	PV GBP 48.02m - GBP 50m
	-GBP 1.98m

	PI
	GBP 48.02m / GBP 50m
	0.960

	IRR (interpolated)
	Between 8% and 9%
	approx. 8.59%


Table 12: Project C Summary Metrics


Comparative Summary
	Criterion
	Project A
	Project B
	Project C

	Initial Investment
	GBP 50m
	GBP 50m
	GBP 50m

	Total Cash Inflows
	GBP 54m
	GBP 55m
	GBP 65m

	Payback Period
	4.50 years
	4.55 years
	3.60 years

	ARR
	3.2%
	4.0%
	12.0%

	NPV (at 10%)
	-GBP 8.67m
	-GBP 8.30m
	-GBP 1.98m

	PI
	0.83
	0.83
	0.96

	IRR
	2.73%
	3.27%
	8.59%


Table 13: Comparative Investment Appraisal Summary
Project Recommendation
The NPV of all three projects is negative at the 10 percent discount rate, i.e., there is no project that will generate returns that will be high enough to pay the cost of capital (Czipf, 2025). At this rate, according to strict NPV, no project can be picked because all of them would decimate instead of creating shareholder value.
But when one project has to be selected, it is evident that Project C has to be recommended on all grounds. Project C has the lowest NPV loss of negative GBP 1.98 million, PI of 0.96, ARR of 12.0, payback period of 3.60 years and IRR of 8.59 that is closer to the 10% hurdle rate compared to the other projects.
The suggestion is also justified by the present financial status of Volkswagen Group. Considering the Group is experiencing decreasing profitability and operating turnover a modest 2.8 per cent in 2025, the CFO needs to focus on investments that yield the best relative returns. The ARR of 12.0% of Project C is significant and would out of proportion increase the current Group metrics on returns on sales and would add to the overall profitability. Moreover, the decreased payback period of Project C, which is 3.60 years, is a strategic move in the light of the liquidity pressures that the Group is facing at present (Volkswagen Group, 2026). The faster the initial capital is recaptured, the faster the Group can re-invest the capital in its core EV transition programme.
Risk wise, the back-loaded cash flow structure of Project C does represent timing risk: most of the inflows are in the third and fourth year. This puts the project at risk of political risks (such as EV subsidy policy shifts in the major markets), customer loyalty risks (in case competitors launch better products before the project can generate a significant cash inflow), and execution risks. Project A and Project B have a lower timing risk since their cash flow profile is more even, however, their low returns throughout do not warrant preference over Project C. The CFO ought to put conditions to the approval of the Project C which includes the milestone reviews after one and two years, to ensure that the investment is going on schedule before the increase in cash inflows are projected to increase in the third and fourth years.
Capital Rationing: Maximum Investment of GBP 100 million
The Group has a capital budget of up to GBP 100 million and three projects with each cost of GBP 50 million, which means that no more than two projects can be funded. The combination of all the possible pair-wise combinations is considered below by the NPV criterion.
	Combination
	Projects Included
	Combined NPV
	Combined PI

	Option 1
	A + B
	-GBP 16.97m
	0.83

	Option 2
	A + C
	-GBP 10.65m
	0.89

	Option 3
	B + C
	-GBP 10.28m
	0.90


Table 14: Capital Rationing Analysis
The profitability index method ranks projects in decreasing order of PI: Project C (PI 0.96) is ranked first, Project B (PI 0.83) is ranked second and Project A (PI 0.83) third. In the case of capital rationing, the best allocation would be to use Project C, followed by Project B, which is the next best application of the remaining GBP 50 million.
The combination of B and C gives the change in the highest combined NPV of negative GBP 10.28 million and the highest combined PI of 0.90. This is slightly better than A and C (combined NPV of negative GBP 10.65 million) and much better than A and B (combined NPV of negative GBP 16.97 million). The decision made based on capital rationing will be hence to invest in Project B and C at the same time.
[bookmark: _Toc227188687]Project B, in spite of its lower ARR and longer payback than Project C, has a stable profile of cash flow in its annuity form that offers a valuable offset to the more volatile back-loaded cash flow of Project C. The B + C combination thus provides a suitable balance between the maximisation of returns (under Project C) and cash flow stability (under Project B). The NPV losses of both projects are also lower than those of Project A in all measures and the combination of financial and risks reasons is enough to warrant the exclusion of A in the portfolio (Volkswagen Group, 2026).
5. Conclusion
The report has provided an in-depth examination of the financial performance of Volkswagen Group and its strategical level with respect to financial performance as of fiscal year 2025. The five-year financial projections indicate a company that is in a tremendous financial strain: gross margins had decreased to 15.9% and the operating return on sales had dropped to 2.8% with the operating cash flows reduced to EUR 15.0 billion compared to 2021 to 2025. The trends can be explained by structural issues within the automotive sector such as the expensive switch to electric cars, the increase in the cost of inputs, and the increased competition.
The analysis of working capitals indicates that the cash operating cycle is 58 days in 2025 with a lot to be done to enhance the liquidity by cutting down the inventory, increasing the supplier payment terms and exploiting more fully the receivable securitisation. It is advisable to use a balanced financing approach, with a combination of short-term commercial paper to finance working capital, and long-term green bonds to finance EV investment, to enhance the financial resiliency of the Group.
The proposed reorganization plan is based on selective divestiture, EV technology strategic partnerships, cost reorganization, and a conservative attitude towards equity issuance. Such actions should be taken in such a way that they are sensitive to the workforce of the Group, its international taxation liabilities, currency exposures and the ESG commitments.
Investment appraisal indicates that Project C is the best single investment, with the best NPV, ARR, payback period, PI and IRR compared to the other two alternatives. The combination that would give the best combined NPV and PI is Projects B and C, with a capital budget of GBP 100 million. Nevertheless, due to the present profitability issues of the Group, the CFO must make sure that all capital expenditure projects undergo a strict review based on milestones in order to maintain shareholder value and keep financial flexibility intact (Volkswagen Group, 2026).
[bookmark: _Toc227188688]
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Appendices
[bookmark: _Toc227188690]Appendix A: Five-Year Financial Summary
	
	2025
	2024
	2023
	2022
	2021

	Sales Revenue (EUR bn)
	321.9
	324.7
	322.3
	279.1
	250.2

	Gross Profit (EUR bn)
	51.2
	59.5
	61.0
	52.2
	47.2

	Operating Result (EUR bn)
	8.9
	19.1
	22.5
	22.1
	19.3

	EBT (EUR bn)
	9.3
	16.8
	23.1
	22.1
	20.1

	EAT (EUR bn)
	6.9
	12.4
	17.9
	15.9
	15.4

	Total Assets (EUR bn)
	644.5
	632.9
	600.6
	564.0
	528.6

	Equity (EUR bn)
	203.1
	196.7
	189.2
	178.3
	146.2

	Operating CF (EUR bn)
	15.0
	17.2
	19.4
	28.5
	38.6


Appendix A: Five-Year Financial Summary (Source: Volkswagen Group, 2026)
[bookmark: _Toc227188691]Appendix B: Full Ratio Analysis
	Ratio
	2025
	2024
	2023
	2022
	2021

	Gross Margin (%)
	15.9
	18.3
	18.9
	18.7
	18.9

	Operating ROS (%)
	2.8
	5.9
	7.0
	7.9
	7.7

	Net Profit Margin (%)
	2.1
	3.8
	5.5
	5.7
	6.2

	Return on Equity (%)
	3.5
	6.4
	9.7
	9.5
	N/A

	Return on Assets (%)
	1.1
	2.0
	3.0
	2.8
	2.9

	Current Ratio
	1.09
	1.13
	1.16
	1.23
	1.22

	Quick Ratio
	0.85
	0.87
	N/A
	N/A
	N/A

	Interest Coverage (x)
	2.73
	5.53
	N/A
	N/A
	N/A

	Asset Turnover (x)
	0.50
	0.51
	0.54
	0.49
	0.47

	Inventory Days
	75.6
	78.1
	N/A
	N/A
	N/A

	Receivable Days
	23.5
	23.8
	N/A
	N/A
	N/A

	Payable Days
	41.1
	40.9
	N/A
	N/A
	N/A

	Cash Op. Cycle (days)
	58.0
	61.0
	N/A
	N/A
	N/A

	Equity Ratio (%)
	31.5
	31.1
	31.5
	31.6
	27.6

	Debt-to-Equity (x)
	2.17
	2.22
	2.17
	2.16
	2.62

	Basic EPS (EUR)
	13.29
	21.36
	N/A
	N/A
	N/A


Appendix B:1 Consolidated Ratio Analysis (Source: Volkswagen Group, 2026)
Ratio 1: Gross Margin (%)
Gross Margin = (Gross Profit / Sales Revenue) x 100

2025: (51,243 / 321,913) x 100 = 15.9%
2024: (59,472 / 324,656) x 100 = 18.3%
2023: (60,985 / 322,284) x 100 = 18.9%
2022: (52,184 / 279,050) x 100 = 18.7%
2021: (47,241 / 250,200) x 100 = 18.9%

Note: Gross Profit = Sales Revenue minus Cost of Sales (per income statement). Declining trend from 18.9% (2021) to 15.9% (2025) reflects cost of sales growing faster than revenue.

	Year
	Gross Profit (EUR m)
	Sales Revenue (EUR m)
	Gross Margin (%)

	2025
	51,243
	321,913
	15.9

	2024
	59,472
	324,656
	18.3

	2023
	60,985
	322,284
	18.9

	2022
	52,184
	279,050
	18.7

	2021
	47,241
	250,200
	18.9


Table B2: Gross Margin Calculation Detail

Ratio 2: Operating Return on Sales (%)
Operating ROS = (Operating Result / Sales Revenue) x 100

2025: (8,868 / 321,913) x 100 = 2.8%
2024: (19,060 / 324,656) x 100 = 5.9%
2023: (22,528 / 322,284) x 100 = 7.0%
2022: (22,109 / 279,050) x 100 = 7.9%
2021: (19,275 / 250,200) x 100 = 7.7%

Note: Operating Result is earnings before financial result and tax. A sharp decline from 7.7% (2021) to 2.8% (2025), a fall of 4.9 percentage points, indicates severe deterioration in core operational profitability.

	Year
	Operating Result (EUR m)
	Sales Revenue (EUR m)
	Operating ROS (%)

	2025
	8,868
	321,913
	2.8

	2024
	19,060
	324,656
	5.9

	2023
	22,528
	322,284
	7.0

	2022
	22,109
	279,050
	7.9

	2021
	19,275
	250,200
	7.7


Table B3: Operating ROS Calculation Detail

Ratio 3: Net Profit Margin (%)
Net Profit Margin = (Earnings After Tax / Sales Revenue) x 100

2025: (6,904 / 321,913) x 100 = 2.1%
2024: (12,394 / 324,656) x 100 = 3.8%
2023: (17,861 / 322,284) x 100 = 5.5%
2022: (15,852 / 279,050) x 100 = 5.7%
2021: (15,428 / 250,200) x 100 = 6.2%

Note: Earnings After Tax (EAT) includes all financing costs and taxes. Margin has fallen by more than two-thirds from 6.2% (2021) to 2.1% (2025), reflecting compressed margins and elevated financial charges.



	Year
	EAT (EUR m)
	Sales Revenue (EUR m)
	Net Profit Margin (%)

	2025
	6,904
	321,913
	2.1

	2024
	12,394
	324,656
	3.8

	2023
	17,861
	322,284
	5.5

	2022
	15,852
	279,050
	5.7

	2021
	15,428
	250,200
	6.2


Table B4: Net Profit Margin Calculation Detail

Ratio 4: Return on Sales before Tax (%)
ROS before Tax = (Earnings Before Tax / Sales Revenue) x 100

2025: (9,307 / 321,913) x 100 = 2.9%
2024: (16,806 / 324,656) x 100 = 5.2%
2023: (23,099 / 322,284) x 100 = 7.2%
2022: (22,070 / 279,050) x 100 = 7.9%
2021: (20,126 / 250,200) x 100 = 8.0%

Note: EBT is the pre-tax profit after all operating and financing activities. Confirmed directly by Volkswagen Group (2025) key performance indicators.

	Year
	EBT (EUR m)
	Sales Revenue (EUR m)
	ROS before Tax (%)

	2025
	9,307
	321,913
	2.9

	2024
	16,806
	324,656
	5.2

	2023
	23,099
	322,284
	7.2

	2022
	22,070
	279,050
	7.9

	2021
	20,126
	250,200
	8.0


Table B5: ROS before Tax Calculation Detail

Ratio 5: Return on Equity (%)
Return on Equity (ROE) = (EAT / Average Equity) x 100

2025: Average Equity = (196,731 + 203,054) / 2 = 199,893
2025: (6,904 / 199,893) x 100 = 3.5%
2024: Average Equity = (189,186 + 196,731) / 2 = 192,959
2024: (12,394 / 192,959) x 100 = 6.4%
2023: Average Equity = (178,328 + 189,186) / 2 = 183,757
2023: (17,861 / 183,757) x 100 = 9.7%
2022: Average Equity = (146,154 + 178,328) / 2 = 162,241
2022: (15,852 / 162,241) x 100 = 9.8%
2021: 2020 opening equity not available from five-year data = N/A

Note: Average equity is used (opening plus closing divided by two) to smooth the denominator across the reporting period. This is the academically preferred approach for ROE.

	Year
	EAT (EUR m)
	Opening Equity (EUR m)
	Closing Equity (EUR m)
	Avg Equity (EUR m)
	ROE (%)

	2025
	6,904
	196,731
	203,054
	199,893
	3.5

	2024
	12,394
	189,186
	196,731
	192,959
	6.4

	2023
	17,861
	178,328
	189,186
	183,757
	9.7

	2022
	15,852
	146,154
	178,328
	162,241
	9.8

	2021
	15,428
	N/A
	146,154
	N/A
	N/A


Table B6: Return on Equity Calculation Detail

Ratio 6: Return on Assets (%)
Return on Assets (ROA) = (EAT / Total Assets) x 100

2025: (6,904 / 644,467) x 100 = 1.1%
2024: (12,394 / 632,905) x 100 = 2.0%
2023: (17,861 / 600,649) x 100 = 3.0%
2022: (15,852 / 564,013) x 100 = 2.8%
2021: (15,428 / 528,609) x 100 = 2.9%

Note: Year-end total assets are used as the denominator. ROA has fallen from 2.9% to 1.1% as earnings have declined while the asset base has continued to grow.

	Year
	EAT (EUR m)
	Total Assets (EUR m)
	ROA (%)

	2025
	6,904
	644,467
	1.1

	2024
	12,394
	632,905
	2.0

	2023
	17,861
	600,649
	3.0

	2022
	15,852
	564,013
	2.8

	2021
	15,428
	528,609
	2.9


Table B7: Return on Assets Calculation Detail

Ratio 7: Current Ratio
Current Ratio = Current Assets / Current Liabilities

2025: 247,865 / 226,525 = 1.09
2024: 245,231 / 217,039 = 1.13
2023: 239,644 / 206,036 = 1.16
2022: 224,159 / 182,723 = 1.23
2021: 200,347 / 164,393 = 1.22

Note: A current ratio above 1.0 indicates current assets exceed current liabilities. However, the declining trend from 1.22 (2021) to 1.09 (2025) signals tightening short-term liquidity. The ratio above 1.0 is partly supported by large financial services receivables within current assets.

	Year
	Current Assets (EUR m)
	Current Liabilities (EUR m)
	Current Ratio

	2025
	247,865
	226,525
	1.09

	2024
	245,231
	217,039
	1.13

	2023
	239,644
	206,036
	1.16

	2022
	224,159
	182,723
	1.23

	2021
	200,347
	164,393
	1.22


Table B8: Current Ratio Calculation Detail

Ratio 8: Quick Ratio
Quick Ratio = (Current Assets - Inventories) / Current Liabilities

2025: (247,865 - 56,042) / 226,525 = 191,823 / 226,525 = 0.85
2024: (245,231 - 56,720) / 217,039 = 188,511 / 217,039 = 0.87
2023, 2022, 2021: Inventory line-item data not separately disclosed in five-year review = N/A

Note: The quick ratio below 1.0 in both 2025 (0.85) and 2024 (0.87) indicates that liquid assets (excluding inventories) are insufficient to cover all current liabilities without relying on inventory liquidation.

	Year
	Current Assets (EUR m)
	Inventories (EUR m)
	Liquid Assets (EUR m)
	Current Liab (EUR m)
	Quick Ratio

	2025
	247,865
	56,042
	191,823
	226,525
	0.85

	2024
	245,231
	56,720
	188,511
	217,039
	0.87

	2023
	N/A
	N/A
	N/A
	206,036
	N/A

	2022
	N/A
	N/A
	N/A
	182,723
	N/A

	2021
	N/A
	N/A
	N/A
	164,393
	N/A


Table B9: Quick Ratio Calculation Detail



Ratio 9: Interest Coverage (x)
Interest Coverage = Operating Result (EBIT) / Interest Expenses

2025: 8,868 / 3,245 = 2.73x
2024: 19,060 / 3,446 = 5.53x
2023, 2022, 2021: Interest expense line-item data not in five-year review = N/A

Note: Interest expense figures are sourced directly from Note 8 of the 2025 consolidated income statement (Volkswagen Group, 2026). A sharp decline from 5.53x (2024) to 2.73x (2025) indicates significantly reduced capacity to service debt from operating income.

	Year
	Operating Result (EUR m)
	Interest Expenses (EUR m)
	Interest Coverage (x)

	2025
	8,868
	3,245
	2.73

	2024
	19,060
	3,446
	5.53

	2023
	N/A
	N/A
	N/A

	2022
	N/A
	N/A
	N/A

	2021
	N/A
	N/A
	N/A


Table B10: Interest Coverage Calculation Detail

Ratio 10: Asset Turnover (x)
Asset Turnover = Sales Revenue / Total Assets

2025: 321,913 / 644,467 = 0.50x
2024: 324,656 / 632,905 = 0.51x
2023: 322,284 / 600,649 = 0.54x
2022: 279,050 / 564,013 = 0.49x
2021: 250,200 / 528,609 = 0.47x

Note: Asset turnover shows how efficiently the Group generates revenue from its asset base. The ratio is low by general standards but reflects the capital-intensive nature of automotive manufacturing and the large financial services balance sheet embedded within total assets.

	Year
	Sales Revenue (EUR m)
	Total Assets (EUR m)
	Asset Turnover (x)

	2025
	321,913
	644,467
	0.50

	2024
	324,656
	632,905
	0.51

	2023
	322,284
	600,649
	0.54

	2022
	279,050
	564,013
	0.49

	2021
	250,200
	528,609
	0.47


Table B11: Asset Turnover Calculation Detail

Ratio 11: Inventory Days
Inventory Days = (Inventories / Cost of Sales) x 365

2025: (56,042 / 270,671) x 365 = 75.6 days
2024: (56,720 / 265,184) x 365 = 78.1 days
2023, 2022, 2021: Inventory line-item not separately disclosed = N/A

Note: Cost of sales is used as the denominator rather than revenue, as inventories are carried at cost. A modest improvement from 78.1 days (2024) to 75.6 days (2025) reflects slightly improved stock management, although the level remains high.

	Year
	Inventories (EUR m)
	Cost of Sales (EUR m)
	Inventory Days

	2025
	56,042
	270,671
	75.6

	2024
	56,720
	265,184
	78.1

	2023
	N/A
	261,299
	N/A

	2022
	N/A
	226,866
	N/A

	2021
	N/A
	202,959
	N/A


Table B12: Inventory Days Calculation Detail



Ratio 12: Receivable Days
Receivable Days = (Trade Receivables / Sales Revenue) x 365

2025: (20,760 / 321,913) x 365 = 23.5 days
2024: (21,130 / 324,656) x 365 = 23.8 days
2023, 2022, 2021: Trade receivables line-item not separately disclosed = N/A

Note: Trade receivables only are used (excluding financial services receivables). The short collection period of approximately 23.5 days reflects the Group's financial services subsidiary converting dealer receivables quickly through financing arrangements.

	Year
	Trade Receivables (EUR m)
	Sales Revenue (EUR m)
	Receivable Days

	2025
	20,760
	321,913
	23.5

	2024
	21,130
	324,656
	23.8

	2023
	N/A
	322,284
	N/A

	2022
	N/A
	279,050
	N/A

	2021
	N/A
	250,200
	N/A


Table B13: Receivable Days Calculation Detail

Ratio 13: Payable Days
Payable Days = (Trade Payables / Cost of Sales) x 365

2025: (30,490 / 270,671) x 365 = 41.1 days
2024: (29,772 / 265,184) x 365 = 40.9 days
2023, 2022, 2021: Trade payables line-item not separately disclosed = N/A

Note: Cost of sales is used as the denominator for consistency with inventory days. Payable days of approximately 41 days are notably shorter than inventory days of 75.6 days, indicating the Group funds a significant portion of its working capital cycle from its own resources.

	Year
	Trade Payables (EUR m)
	Cost of Sales (EUR m)
	Payable Days

	2025
	30,490
	270,671
	41.1

	2024
	29,772
	265,184
	40.9

	2023
	N/A
	261,299
	N/A

	2022
	N/A
	226,866
	N/A

	2021
	N/A
	202,959
	N/A


Table B14: Payable Days Calculation Detail

Ratio 14: Equity Ratio (%)
Equity Ratio = (Total Equity / Total Assets) x 100

2025: (203,054 / 644,467) x 100 = 31.5%
2024: (196,731 / 632,905) x 100 = 31.1%
2023: (189,186 / 600,649) x 100 = 31.5%
2022: (178,328 / 564,013) x 100 = 31.6%
2021: (146,154 / 528,609) x 100 = 27.6%

Note: Also disclosed directly as a KPI by Volkswagen Group (2025), confirming consistency of calculations. The broadly stable equity ratio at approximately 31.5% since 2022 indicates the Group has maintained its capital structure despite earnings pressure.

	Year
	Total Equity (EUR m)
	Total Assets (EUR m)
	Equity Ratio (%)

	2025
	203,054
	644,467
	31.5

	2024
	196,731
	632,905
	31.1

	2023
	189,186
	600,649
	31.5

	2022
	178,328
	564,013
	31.6

	2021
	146,154
	528,609
	27.6


Table B15: Equity Ratio Calculation Detail

Ratio 15: Debt-to-Equity (x)
Debt-to-Equity = Total Liabilities / Total Equity

2025 Total Liabilities = 644,467 - 203,054 = 441,413
2025: 441,413 / 203,054 = 2.17x
2024 Total Liabilities = 632,905 - 196,731 = 436,174
2024: 436,174 / 196,731 = 2.22x
2023 Total Liabilities = 600,649 - 189,186 = 411,463
2023: 411,463 / 189,186 = 2.17x
2022 Total Liabilities = 564,013 - 178,328 = 385,685
2022: 385,685 / 178,328 = 2.16x
2021 Total Liabilities = 528,609 - 146,154 = 382,455
2021: 382,455 / 146,154 = 2.62x

Note: Total liabilities derived as total assets minus total equity. The improvement from 2.62x (2021) to 2.17x (2025) reflects equity growing faster than liabilities over the period, though leverage remains high.

	Year
	Total Assets (EUR m)
	Total Equity (EUR m)
	Total Liabilities (EUR m)
	D/E Ratio

	2025
	644,467
	203,054
	441,413
	2.17

	2024
	632,905
	196,731
	436,174
	2.22

	2023
	600,649
	189,186
	411,463
	2.17

	2022
	564,013
	178,328
	385,685
	2.16

	2021
	528,609
	146,154
	382,455
	2.62


Table B16: Debt-to-Equity Calculation Detail










Ratio 16: Gearing (Net Debt / Equity)
Gearing = Net Debt / Total Equity

Net Debt = Total Third-Party Borrowings - Gross Liquidity (from cash flow statement)

2025 Net Debt = 264,703 - 86,197 = 178,506
2025 Gross Liquidity = Cash (38,801) + Securities & Time Deposits (29,522) + Loans (17,874) = 86,197
2025 Gearing: 178,506 / 203,054 = 0.88

2024 Net Debt = 254,081 - 84,959 = 169,122
2024 Gross Liquidity = Cash (40,296) + Securities & Time Deposits (27,326) + Loans (17,337) = 84,959
2024 Gearing: 169,122 / 196,731 = 0.86

2023, 2022, 2021: Detailed gross liquidity and borrowings breakdown not in five-year review = N/A

Note: Gross liquidity and total third-party borrowings figures are sourced from the cash flow statement (Volkswagen Group, 2026). Net liquidity reported as negative EUR 178,506m (2025) and negative EUR 169,122m (2024), confirming the Group carries significantly more debt than liquid assets.

	Year
	Total 3rd-Party Borrowings (EUR m)
	Gross Liquidity (EUR m)
	Net Debt (EUR m)
	Total Equity (EUR m)
	Gearing

	2025
	264,703
	86,197
	178,506
	203,054
	0.88

	2024
	254,081
	84,959
	169,122
	196,731
	0.86

	2023
	N/A
	N/A
	N/A
	189,186
	N/A

	2022
	N/A
	N/A
	N/A
	178,328
	N/A

	2021
	N/A
	N/A
	N/A
	146,154
	N/A


Table B17: Gearing (Net Debt/Equity) Calculation Detail

Ratio 17: Basic EPS (EUR)
Basic EPS = Earnings Attributable to VW AG Shareholders / Weighted Average Number of Shares

2025 EAT attributable to VW AG shareholders = EUR 6,673m
2025 Basic EPS (ordinary shares) = EUR 13.29 (stated in income statement)
2025 Implied shares = 6,673m / 13.29 = approx. 502 million shares

2024 EAT attributable to VW AG shareholders = EUR 10,721m
2024 Basic EPS (ordinary shares) = EUR 21.36 (stated in income statement)
2024 Implied shares = 10,721m / 21.36 = approx. 502 million shares

2023, 2022, 2021: Detailed EPS data not available in the five-year review extract = N/A

Note: EPS figures are directly disclosed in the income statement (Volkswagen Group, 2026). The preferred shares basic EPS for 2025 was EUR 13.35 and EUR 21.42 for 2024. The ordinary share EPS figures are used here as the standard reference metric.

	Year
	EAT Attrib. to VW Shareholders (EUR m)
	Basic EPS Ordinary (EUR)
	Change Year-on-Year

	2025
	6,673
	13.29
	-37.8%

	2024
	10,721
	21.36
	N/A

	2023
	N/A
	N/A
	N/A

	2022
	N/A
	N/A
	N/A

	2021
	N/A
	N/A
	N/A


Table B18: Basic EPS Calculation Detail



Ratio 18: Operating Cash Flow / Revenue (%)
Operating CF / Revenue = (Cash Flows from Operating Activities / Sales Revenue) x 100

2025: (15,009 / 321,913) x 100 = 4.7%
2024: (17,151 / 324,656) x 100 = 5.3%
2023: (19,356 / 322,284) x 100 = 6.0%
2022: (28,496 / 279,050) x 100 = 10.2%
2021: (38,633 / 250,200) x 100 = 15.4%

Note: This ratio measures cash generation efficiency from operations. The dramatic decline from 15.4% (2021) to 4.7% (2025) is the most critical liquidity warning signal in the analysis, as the Group generated EUR 38.6bn in operating cash flows in 2021 compared with only EUR 15.0bn in 2025, despite similar revenue levels.

	Year
	Operating CF (EUR m)
	Sales Revenue (EUR m)
	Op CF / Revenue (%)

	2025
	15,009
	321,913
	4.7

	2024
	17,151
	324,656
	5.3

	2023
	19,356
	322,284
	6.0

	2022
	28,496
	279,050
	10.2

	2021
	38,633
	250,200
	15.4


Table B19: Operating CF / Revenue Calculation Detail
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	Criterion
	Project A
	Project B
	Project C
	Rank

	Initial Investment (GBP m)
	50
	50
	50
	Equal

	Total Cash Inflows (GBP m)
	54
	55
	65
	C > B > A

	Average Annual CF (GBP m)
	10.8
	11.0
	13.0
	C > B > A

	Depreciation pa (GBP m)
	10.0
	10.0
	10.0
	Equal

	Avg Annual Profit (GBP m)
	0.8
	1.0
	3.0
	C > B > A

	Average Investment (GBP m)
	25.0
	25.0
	25.0
	Equal

	Payback Period (years)
	4.50
	4.55
	3.60
	C > A > B

	ARR (%)
	3.2
	4.0
	12.0
	C > B > A

	NPV at 10% (GBP m)
	-8.67
	-8.30
	-1.98
	C > B > A

	PI
	0.83
	0.83
	0.96
	C > B = A

	IRR (%)
	2.73
	3.27
	8.59
	C > B > A


Appendix C: Full Investment Appraisal Summary
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Additional Information Financial Key Performance Indicators

Financial Key Performance
Indicators

% 2025 2024 2023 2022 2021
Volkswagen Group

Gross margin 159 183 189 187 189
Personnel expense ratio 152 153 154 168 175
Operating return on sales 28 59 70 79 77
Return on sales before tax 29 52 72 79 80
Return on sales after tax 21 38 55 57 62
Equity ratio 315 311 315 316 276

Automotive Division®

Change in unit sales year-on-year' -0.2 -35 +104 11 -6.3
Change in sales revenue year-on-year 01 -12 +154 +127 +13.3
Operating return on sales 18 56 70 71 6.4
EBITDA (in € million)* 32102 37,967 36,472 37325 31609
Return on investment (ROI)® 48 99 123 120 104
Cash flows from operating activities as a percentage of

sales revenue 108 118 141 129 15.7
Cash flows from investing activities attributable to operating

activities as a percentage of sales revenue 86 100 101 108 115
Netliquidity asa percentage of sales revenue 107 106 125 154 10.7
Ratio of capex to sales revenue in % 51 58 54 55 51
Research and development costs as a percentage of sales revenue 6.7 7.2 81 81 76
Automotive investment ratio 1.8 130 135 136 126
Cash conversion rate 1221 318 57.1 292 65.1
Equity ratio 43.0 417 475 451 401

Financial Services Division

Increase in total assets” +2.9 +62 +120 +26 +5.6
Return on equity before tax’ 7.4 6.8 88 141 17.3
Equity ratio 142 144 148 161 145

1 The year 2023 was adjusted.
2 The year 2022 was adjusted.

3 Since 2024 the figures reflect the adjusted reporting structure.

4 Including the equity-accounted Chinese jointventures.

5 Operating result plus net depreciation/amortization and impairment losses/reversals of impairment as reported in the cash flow statement.

6 For details, see the section entitled "Return on investment (ROJ)*in the chapter entitled "Results of Operations, Financial Position and Net Assets".
7 The year 2024 was adjusted.

8 Earnings before taxas a percentage of average equity.
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Consolidated Financial Statements.

Income Statement

of the Volkswagen Group for the period January 1to December 31, 2025

Income Statement

€ million Note. 2025 2024
Sales revenue 1 321,913 324,656
Cost of sales 2 270,671 265184
Gross result 51,243 59,472
Distribution expenses 3 22,804 22320
Administrative expenses 4 12541 12754
Other operating income 5 13,615 14974
Other operating expenses 6 20,644 20,312
Operating result 8,868 19,060
Share of the result of equity-accounted investments 7 930 375
Interestincome 8 1,824 2,419
Interest expenses 8 3245 3446
Other financial result 9 930 1,602
Financial result 439 -2,255
Earnings before tax 9,307 16,806
Income tax income/expense 10 -2,403 4411
Current -3837 -5,858
Deferred 1434 1,447
Earnings after tax 6,904 12,39
of which attributable to
Non-controlling interests -419 1,043
Volkswagen AG hybrid capital investors 650 630
Volkswagen AG shareholders 6673 10721
Basic/diluted earnings per ordinary share in € 1 13.29 21.36
Basic/diluted earnings per preferred sharein € 1 13.35 21.42
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Consolidated Financial Statements. Statement of Comprehensive Income

Statement of Comprehensive

Income

Changes in comprehensive income for the period January 1to December 31, 2025

Income
Income attributable to Income
attributableto  Volkswagen AG attributable to
VolkswagenAG  hybridcapital non-controlling
€ million Total shareholders investors interests
Earnings after tax 6,908 6673 650 -419
Pension plan remeasurements recognized in other comprehensive income
Pension plan remeasurements recognized in other comprehensive income, before
tax 4782 4,566 - 216
Deferred taxes relating to pension plan remeasurements recognized in other
comprehensive income -1,404 -1351 - -53
Pension plan remeasurements recognized in other comprehensive income, net of tax 3378 3216 - 162
Fair value valuation of equity instruments that will not be reclassified to profit or
loss
Fairvalue valuation of equity instruments that will not be reclassified to profit or
loss, before tax 1,441 1377 - 64
Deferred taxes relating to fair value valuation of equity instruments that will not
be reclassified to profit or loss. -264 -263 - -1
Fair value valuation of equity instruments that will not be reclassified to profit or
loss, net of tax 1177 1114 - 63
Share of other comprehensive income of equity-accounted investments that will
not be reclassified to profitor loss, net of tax -5 -5 - 0
Items that will not be reclassified to profit or loss 4,550 4325 - 225
Exchange differences on translating foreign operations.
Gains/losses on currency translation recognized in other comprehensive income 3371 3255 - 116
Transferred to profit or loss 36 36 - -
Exchange differences on translating foreign operations, before tax 3334 -3219 - 116
Deferred taxes relating to exchange differences on translating foreign operations. i 0 - 1
Exchange differences on translating foreign operations, net of tax 3333 3219 - 115
Hedging
Fair value changes recognized in other comprehensive income (OC! I) 3619 2,958 - 661
Transferred to profit or loss or inventories (OCI I) 1,384 -1165 - -218
Cash flow hedges (OCI ), before tax 2,235 1,793 - 442
Deferred taxes relating to cash flow hedges (OCI 1) -617 493 - 124
Cash flow hedges (OCI I), net of tax 1,619 1,300 - 318
Fair value changes recognized in other comprehensive income (OCI Il) -475 -379 - -9
Transferred to profit or loss or inventories (OCI Il 761 669 - 92
Cash flow hedges (OCI I, before tax 286 290 - -
Deferred taxes relating to cash flow hedges (OCI Il) -9 -89 - 1
Cash flow hedges (OC Il net of tax 197 201 - -5
Fair value valuation of debt instruments that may be reclassified to profit or loss
Fairvalue changes recognized in other comprehensive income 68 68 - -
Transferred to profit or loss -9 -9 - -
Fair value valuation of debt instruments that may be reclassified to profit or loss,
before tax 59 59 - -
Deferred taxes relating to fair value valuation of debt instruments recognized in
other comprehensive income -19 -19 - -
Fair value valuation of debtinstruments that may be reclassified to profit or loss, net
of tax 40 40 - -
Share of other comprehensive income of equity-accounted investments that may be
reclassified to profitor loss, net of tax -172 -156 - -16
Items that may be reclassified to profit or loss -1,650 -1,833 - 183
Other comprehensive income, before tax 5202 4,706 - 586
Deferred taxes relating to other comprehensive income -2,393 -2214 - -178
Other comprehensive income, net of tax 2,900 2,492 - 408
Total comprehensive income 9,804 9,165 650 11
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Consolidated Financial Statements.

Statement of Comprehensive Income

Changes in comprehensive income for the period January 1to December 31, 2024

Income
Income attributable to Income
attributableto  Volkswagen AG attributable to
VolkswagenAG  hybridcapital non-controlling
€ million Total shareholders investors interests
Earnings after tax 12,39 10,721 630 1,043
Pension plan remeasurements recognized in other comprehensive income
Pension plan remeasurements recognized in other comprehensive income, before
tax 2158 2086 - 72
Deferred taxes relating to pension plan remeasurements recognized in other
comprehensive income -514 -497 - -17
Pension plan remeasurements recognized in other comprehensive income, net of tax 1,644 1589 - 55
Fair value valuation of equity instruments that will not be reclassified to profit or
loss
Fairvalue valuation of equity instruments that will not be reclassified to profit or
loss, before tax -18 - -3
Deferred taxes relating to fair value valuation of equity instruments that will not
be reclassified to profit or loss 2 28 - 1
Fair Value valuation of equity instruments that will not be reclassified to profit or
loss, net of tax 8 1 - -2
Share of other comprehensive income of equity-accounted investments that will
not be reclassified to profitor loss, net of tax -60 -60 - 0
Items that will not be reclassified to profit or loss 1,592 1,540 - 52
Exchange differences on translating foreign operations.
Gains/losses on currency translation recognized in other comprehensive income 893 988 - -9
Transferred to profit or loss 286 286 - -
Exchange differences on translating foreign operations, before tax 1179 1275 - -96
Deferred taxes relating to exchange differences on translating foreign operations. i 1 - 0
Exchange differences on translating foreign operations, net of tax 1,180 1275 - -96
Hedging
Fairvalue changes recognized in other comprehensive income (OC! I) -622 -453 - -169
Transferred to profit or loss or inventories (OCI I) -1,072 -957 - 14
Cash flow hedges (OCI ), before tax 1,694 -1410 - 284
Deferred taxes relating to cash flow hedges (OCI 1) 4% 404 - 85
Cash flow hedges (OCI I), net of tax 1,204 1,006 - 198
Fair value changes recognized in other comprehensive income (OCI If) -a71 -420 - 51
Transferred to profit or loss or inventories (OCI Il 1121 990 - 131
Cash flow hedges (OCI I, before tax 650 569 - 81
Deferred taxes relating to cash flow hedges (OCI Il) -185 -161 - 24
Cash flow hedges (OC Il net of tax 265 409 - 56
Fair value valuation of debtinstruments that may be reclassified to profit or loss
Fairvalue changes recognized in other comprehensive income 80 80 - -
Transferred to profit or loss -7 -7 - -
Fair value valuation of debt instruments that may be reclassified to profit or loss,
before tax 73 73 - -
Deferred taxes relating to fair value valuation of debt instruments recognized in
other comprehensive income -2 -22 - -
Fair value valuation of debt instruments that may be reclassified to profit or loss, net
of tax 51 51 - -
Share of other comprehensive income of equity-accounted investments that may be
reclassified to profitor loss, net of tax -113 114 - 2
Items that may be reclassified to profit or loss 379 614 - -236
Other comprehensive income, before tax 2173 2401 - 228
Deferred taxes relating to other comprehensive income -202 246 - a5
Other comprehensive income, net of tax 1971 2,154 - -183
Total comprehensive income 14,365 12,875 630 860
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Consolidated Financial Statements

of the Volkswagen Group as of December 31, 2025

Balance Sheet

Balance Shest

€ million Note Dec. 31, 2025 Dec. 31,2024
Assets
Non-current assets
Intangible assets 12 91,474 93,333
Property, plantand equipment 13,33 73,076 71,452
Lease assets 14,33 82486 73193
Investment property 14 609 622
Equity-accounted investments. 15 9,9% 10,269
Other equity investments 15 7,366 5731
Financial services receivables 16 101,230 101,087
Other financial assets 17 11,692 12129
Other receivables 18 3,651 2,868
Tax receivables 19 11 409
Deferred taxassets 19 14,611 16,581
396,602 387,674
Current assets
Inventories 20 56,042 56,720
Trade receivables 21 20,760 21130
Financial services receivables 16 70,026 68,855
Other financial assets 17 20,158 18,649
Other receivables 18 9,881 10217
Tax receivables 19 2,674 2,038
Marketable securities and time deposits 2 29,522 27,326
Cash and cash equivalents 23 38,801 40,29
247,865 245,231
Total assets 644,467 632,905
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Consolidated Financial Statements

Balance Shest

€ million Note Dec. 31, 2025 Dec. 31,2024
Equity and liabilities
Equity 24
Subscribed capital 1,283 1,283
Capital reserve 14,551 14,551
Retained earnings 161,357 155,130
Other reserves 3190 2,560
Equity attributable to Volkswagen AG hybrid capital investors, 14,275 13,89
Equity attributable to Volkswagen AG shareholders and hybrid capital investors 188,277 182,294
Non-controlling interests 14777 14,437
203,054 196,731
Non-current liabilities
Financial liabilities 25 137,214 137,061
Other financial liabilities 2% 6422 6,548
Other liabilities 27 11,420 10584
Deferred tax iabilities 28 9,963 10,900
Provisions for pensions 29 22,826 27,602
Provisions for taxes 28 3,367 4,084
Other provisions 30 23676 22355
214,887 219,134
Current liabilities
Financial liabilities 25 127,489 117,020
Trade payables E 30,490 29,772
Tax payables 28 497 724
Other financial liabilities 2% 13,643 14364
Other liabilities 27 24,427 24752
Provisions for taxes 28 1,986 1,698
Other provisions 30 27,993 28,709
226,525 217,039
Total equity and liabilities 644,467 632,905
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Statement of Changes in Equity

of the Volkswagen Group for the period January 1to December 31, 2025

oTHER RESERVES

HepainG
Equty
Equity attributable to
attributable o Voliswagen AG
Corency  Cashilow Equty-  VollowagenAG  sharcholders
Subseribed capita. Retained  transiation hedges accounted  hybridoapital andhybrid  Non-ontrlling
emilion pital resare eamings reserve (ocin investments investors  captalnvestors intorests __Totalequity
Balanceat Jan. 1, 2024 1,283 14551 147,830 3431 1472 a76 15155 175,698 1.218 189912
Prior-year cortections in accordance
with AS8 - - 726 - - - - - - -726 - 1%
‘Adjusted balance at Jan. 1, 2024 1283 14551 147,108 3431 1472 576 -986 a76 15155 178,968 14218 189,186
Eamings after tax - - 10721 - - - - - 630 1,351 1,003 1239
Other comprehensive income, net of tax - - 1589 1275 209 & 17 - 2,154 -183 1971
Total comprehensive income - - 12310 1275 09 & 17 630 13505 860 1,365
Disposal o equity nstruments - - 1 - - - EY - - - - -
Capitalincreases/Capital decreases - - - - - - - - 1244 1,244 106 1138
Dividends payment - - 4528 - - - - - 651 5175 604 5779
Capital transactions involuing a change
in ownership interest - - -a 0 - - - - - 4 a e
Other changes - - 243 - - - - 1 - 24 147 97
Balance at Dec. 31,2024 1283 18551 155130 -2156 66 257 -s06 303 13890 182,298 14,837 196,731
Balance at Jan 1,2025 128 14551 155130 2156 66 -267 -s06 303 13890 162,298 14,437 196,731
Earmings after tax - - 6673 - - - - - 650 7,33 -a19 6904
Other comprehensive incore, net of tax - - 3216 3219 1300 201 115 161 - 2492 08 2900
Total comprehensive income - - 5888 3219 1.300 200 1154 161 650 9815 Ty 9808
Disposal o equity instruments - - 31 - - - ES - - - - -
Capitalincreases/Capital decreases - - 0 - - - - - 200 200 29 a8
Dividends payment - - 311 - - - - - 664 3835 -625 -4,460
Capital transactions involving a change
in ownership interest - - -430 a8 0 0 1 0 - -367 79 352
Other changes - - -30 - - - - 1 - Y 229 199
Balance at Dec. 31,2025 1288 14551 161357 5326 1766 66 253 12 14275 188,277 777 203,058

Explanatory notes on equity are presented in the note relating to equity.
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Consolidated Financial Statements.

Cash Flow Statement

of the Volkswagen Group for the period January 1to December 31, 2025

Cash Flow Statement

€ million 2025 2024
Cashand cash equivalents at beginning of period 40,296 43,522
Earnings before tax 9,307 16,806
Income taxes paid 5152 -6,187
Depreciation and amortization of, and impairment losses on, intangible assets, property, plant and equipment,

and investment property! 16,866 12,858
Amortization of and impairment losses on capitalized development costs' 8,365 7,209
Impairment losses on equity investments' 38 710
Depreciation of and impairment losses on lease assets' 12,203 11,279
Gain/loss on disposal of non-current assets and equity investments -95 110
Share of the result of equity-accounted investments 968 2,362
Other non-cash expense/income -946 903
Change in inventories -896 2,695
Change in receivables (excluding financial services) 211 2,083
Change in liabilities (excluding financial liabilities) 3165 52
Change in provisions 1,760 4,247
Change in lease assets 24,166 19,358
Change in financial services receivables -619% -9,061
Cash flows from operating activities 15,009 17,151
Investments in intangible assets (excluding development costs), property, plant and equipment, and investment

property -15,299 -17,202
‘Additions to capitalized development costs -9047 10,244
Acquisition of subsidiaries 359 284
Acquisition of other equity investments -2106 -2,152
Disposal of subsidiaries 67 -148
Disposal of other equity investments 951 231
Proceeds from disposal of intangible assets, property, plant and equipment, and investment property 733 947
Change in investments in securities and time deposits -1485 203
Change i loans -938 2,517
Cash flows from investing activities -27.488 -31,573
Capital contributions/capital redemptions 420 1,144
Dividends paid 4,460 -5,779
Capital transactions with non-controlling interest shareholders 352 -
Proceeds from issuance of bonds 35993 38420
Repayments of bonds 32,669 32617
Proceeds from issuance of commercial paper and notes® 27,549 13,828
Repayments of commercial paper and notes® 30417 12414
Changes in other financial liabilities® 16624 12179
Repayments of lease liabilities -1476 1334
Cash flows from financing activities 11,918 11,140
Effect of exchange rate changes on cash and cash equivalents -938 55
Change of loss allowance within cash and cash equivalents 0 1
Net change in cash and cash equivalents 1,49 -3,226
Cashand cash equivalents at end of period 38,801 40,296
Cash and cash equivalents at end of period 38,801 40,296
Securities and time deposits and loans. 47,3% 44,662
Gross liquidity 86,197 84,959
Total third-party borrowings 264,703 -254,081
Net liquidity -178,506 -169,122

1 Netof impairment reversals.

2 As from fiscal year 2025, commercial paper is presented in “Proceeds from issuance/repayments of commercial paper and notes". In the previous year, it had been presentedin
“Changes in other financial liabilties". The prior-year figures were adjusted accordingly.

Explanatory notes on the cash flow statement are presented in the section relating to the cash flow statement.
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Additional Information Five-Year Review

Five-Year Review

2025 2028 2023 2022 2021

Volume Data (thousands)

Vehicle sales (units) 9,022 9,037 9,362 8,481 8576
Germany 1,220 1195 1178 1,005 973
Abroad 7,802 7842 8,184 7,476 7,603

Production (units) 8,866 8954 9,309 8,717 8,283
Germany 1,789 1686 1,914 1,648 1483
Abroad 7077 7,267 7,395 7,069 6,800

Employees (yearly average) 667 683 676 669 668
Germany 287 295 203 289 294
Abroad 381 388 383 380 373

Financial Data (in € million)

Income Statement

Sales revenue 321,913 324,656 322,284 279,050 250,200

Costof sales 270,671 265,184 261,299 226,866 202,959

Gross profit 51,243 59,472 60,985 52,184 47,241

Distribution expenses 22804 22320 -21,345 19,840 19228

Administrative expenses 12,541 12,754 12,729 -11,655 10420

Net other operating result 7,029 5338 4,382 1,421 1682

Operating result 8,868 19,060 22,528 22,109 19,275

Financial resutt 439 -2255 570 -40 851

Earnings before tax 9,307 16,806 23,099 22,070 20126

Income tax expense -2403 4411 -5,237 -6,217 -4,698

Earnings after tax 6,904 12,394 17,861 15,852 15,428

Personnel expenses 49,080 29,786 29,755 47,002 43677

Balance Sheet (at December 31)

Non-current assets. 396,602 387,674 361,005 339,853 328,261

Currentassets 247,865 245231 239,644 224,159 200,347

Total assets 644,467 632,905 600,649 564,013 528,609

Equity 203,054 196,731 189,186 178,328 146,154
of which: noncontrolling interests 14777 14437 14,218 12952 1,705

Non-current liabilities 214,887 219,134 205,427 202,961 218,062

Current liabilities 226525 217,039 206,036 182,723 164,393

Total equity and liabilities 644,467 632,905 600,649 564,013 528,609

Cash flows from operating activities 15,009 17,051 19,356 28,496 38,633

Cash flows from investing activities attributable to operating

activities 25,060 28,853 28,081 25,450 24,181

Cash flows from financing acti 11,918 11,140 16,008 4,225 7,754

1 The year 2023 was adjusted.
2 The year 2022 was adjusted.
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