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Executive Summary
The report evaluates the financial performance of BYD between 2021 to 2025 that illustrated a steep rise in revenues and a rise in the profitability until 2024, stimulated by the incineration of the electric car market. Nevertheless, current tendencies show some up-and-coming problems, such as decreasing margins, high leverage, and systematic liquidity restrictions. The working capital analysis shown the greater efficiency and strain of the short-term financial stability. To address these fears, a proposed strategic plan of financial restructuring is presented and is geared at getting rid of the debt dependency, enhancement of its liquidity and improvement of its operations with reference to global financial and CSR. Furthermore, the application of investment appraisal technique will state Project C to be the preferred alternative since it will have a positive NPV, the highest IRR and profitability. Projects C could be recommended in order to maximise value and grow sustainably within the constraints of the capital.
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[bookmark: _Toc227448937]1. Introduction
The global Electric Vehicle (EV) market has experienced a tremendous change with companies like BYD taking a leading role in the industry thanks to the high rate of innovation and growth. Being one of the biggest EV manufacturers in the world, BYD can boast mass expansion in under the years regarding revenue, production potential and market share. As a Chief Financial Officer (CFO) in this report, the analysis of financial performance of BYD in the last five years compared with ratio analysis and financial statements will be evaluated. It also helps pinpoint major financial issues and presents a strategic reorganization and investment decisions to improve a long-term profitability, liquidity, and shareholder value in a more competitive global EV industry.
[bookmark: _Toc227448938]2. Financial Health Check
[bookmark: _Toc227448939]2.1 Overview of Financial Performance
BYD has been able to show outstanding financial development within the previous five years due to a swift growth in the electric vehicle (EV) market. The revenues continued rising and grew considerably in 2021 (CNY 216 billion) and in 2024 (CNY 777 billion) which indicates high demand and aggressive scaling techniques. Likewise, the net profit increased to about CNY 3.0 billion in 2021 to more than CNY 40 billion in 2024, which is the manifestation of operational efficiency and cost control (Xin, 2024). This trend brings into focus the fact that BYD has successfully transformed into a major EV manufacturer in the world. Nonetheless, such rapid growth comes in its wake with financial strains on liquidity, working capital and debt structure which will be measured in the following sections.
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Figure 1: Global passenger vehicle sales for BYD
(Source: Richter, 2026)
The growth in BYD sales of passenger cars received an outstanding boost in sales cap, as evidenced by the above graph, which started with about 200,000 units of passenger car sales in 2018 which would increase exponentially to over 4.5 million units sold by 2025, which is a significant market dominance. Nevertheless, the trend depicts growth rate after 2024 which is a sign of a market saturation and increase in competition. 
[bookmark: _Toc227448940]2.2 Profitability Analysis
2.2.1 Net Profit Margin
NPM assists in the evaluation of the rate of net profit earned by a company as a percentage of its revenues (Lin, 2023; Cao, 2025). The resultant graph reveals that the net profit margin of BYD is steadily growing since 2021 (1.39 percent) to a high of 5.19 percent in 2024 which reflects increased cost savings and economies of scale due to the fast growth in EVs. The decrease to 4.33% in 2025 however indicates increasing competition and constrained prices. 
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Figure 2: Net profit margin of BYD 
(Source: Calculated in Excel)
2.2.2 Return on Assets 
ROA is a ratio that looks at the efficiency with which a company is utilizing its assets to make profit (Lai et al., 2023). The graph of the ROA shows that it increased, compared to 1.02%, in 2021, 2022, and 2024 to 5.17% that indicates better use of assets and operational efficiency as BYD expanded the production. Yet, the loss to 4.13% in 2025 means that the asset growth is outtriggering the increase in profits, implying decreasing returns on investment. The developing trend is an indication that more effective capital budgeting is required since expansion gives way to optimisation of the company.
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Figure 3: ROA of BYD
(Source: Calculated in Excel)
[bookmark: _Toc227448941]2.3 Liquidity Analysis
Liquidity analysis evaluates how a company can cover its short-term financial commitments with the current assets meaning that it is financially stable and efficient (Qiu et al., 2022; Yan and Zhou, 2022). The graph also shows that BYD continuously had a current ratio less than 1 in 2021 to 2025 with a range between 0.72 and 0.80. Although 0.72 in 2022 is slightly improved to 0.79 in 2024 and 2025, the ratio indicates that current assets are less than current liabilities, which is an indication of potential liquidity constraints. The decline of 2022 is a sign of strain due to active growth and a higher number of short-term liabilities. Though the following years show gradual increment implying that there is improved control of working capital; the overall trend is that BYD is still working with a tight liquidity. 
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Figure 3: Current ratio of BYD 
(Source: Calculated in Excel)
[bookmark: _Toc227448942]2.4 Efficiency Analysis
The efficiency analysis assesses the efficiency of a firm in the utilisation of its assets to produce revenue (operational performance and resource utilisation) (Chen et al., 2024). This can be confirmed by the asset turnover ratio which displays the steady growth of the asset turnover ratio as 0.73 in 2021 up to 1.00 for 2024 to reflect how BYD was able to effectively use the asset base to generate revenue. This trend spreads to efficiency in operations and scalability of production due to the improved demand in electric vehicles. Nevertheless, the minor decrease of the value to 0.95 in 2025 indicates that the growth of assets is starting to exceed the increase in revenues, perhaps as a result of excess capacity or deceleration in the growth of the demand. 
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Figure 4: Asset turnover ratio 
(Source: Calculated in Excel)
[bookmark: _Toc227448943]2.5 Gearing and capital structure
2.5.1 Debt ratio of BYD
Gearing analysis is used to evaluate the level of financial risk and leverage by evaluating the ratio of a firm assets as low as it is financed by debt (Wang et al., 2024). The debt ratio of BYD goes up to 71.19% in 2021 and to about 76.9 in 2024, and then slightly to 76.74 in 2025. This increase shows that more and more companies are depending on debt financing to finance their high growth and investment in the EV industry that is capital intensive. Although such leverage may help one grow faster, it leads to a higher level of financial risk and besetting interest rate risk. The marginal stabilisation in 2025 indicates that BYD potentially is at a leverage level. 
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Figure 5: Debt ratio of BYD
(Source: Calculated in Excel)
2.5.1 Debt to equity ratio of BYD
Debt- Equity ratio is a measure of the percentage of debt in comparison with the cash in the hands of shareholders, which represents how much financial leverage is utilized by an enterprise (Deng, 2024; Zhang, 2025). The debt to equity ratio of BYD increases dramatically to 2.47 and 3.33 in 2021 and 2024 respectively, after which it decreases to 3.30 in 2025. This is a trend of rising reliance on debt financing as compared to equity, signifying an aggressive expansion strategy. The rapid rise in 2021-22 can be used to mark heightened borrowing to finance growth. Whereas the ratio level off in 2025, it is quite high implying high financial risks. This degree of leverage can increase the returns in times of growth; however, puts the company at risk of future financial strains in periods of economic recession. 
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Figure 6: Debt to equity ratio of BYD
(Source: Calculated in Excel)
[bookmark: _Toc227448944]2.6 Investment Ratio
EPS is used to give the figure of the profit that can be attributed to shareholders of a particular stock to show how shareholders are making returns along with the performance of a company in terms of profitability (Huang, 2022; Yao,  2025). The trend in the EPS of BYD shows that it shows a positive growth in 2021, 2022, 2023, and 2024, with the highest value of 13.85 in 2024, which reflects the high growth of shareholder value and profit growth. This growth indicates the better operational performance and increment in the net profits as the company grew. Nonetheless, the fall to 12.20 in 2025 implies that there will be new tension on the earnings; this could stem out of intensified competition and cost issues. 
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Figure 7: EPS for BYD
(Source: Calculated in Excel)
[bookmark: _Toc227448945]2.7 Cash Flow Analysis
Cash flow analysis assesses whether a firm can produce cash during its operations and also the capacity to pay off obligations, invest and maintain a financial stability (Wang and Wang, 2025; Zhu, 2025). The cash flow ratios indicate a steady increase in the operating cash flow ratio of BYD values between 0.02 in 2021 and 0.13 in 2024 that demonstrates enhanced cash production and a better covering of liquidity. In the same measure, cash flow to debt ratio rises implying that better debt service capacity. Nonetheless, the two ratios decrease in 2025 indicating less cash generation compared to liabilities and debt. Cash flow margin is also taking the same trend with a peak of 2024 and then declines. This tendency denotes that as BYD fortified its cash flow and strengthened its capital base throughout its expansion, the present performance shows that financial strain is beginning to emerge and supports the arguments about liquidity and sustainability.
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Figure 8: Cash flow ratios of BYD 
(Source: Calculated in Excel)
[bookmark: _Toc227448946]2.8 Key strengths and weaknesses
	Strengths
	Weaknesses

	Strong revenue and profit growth 
	Declining profitability in 2025

	Improving net profit margin and ROA 
	Persistently low liquidity (current ratio <1)

	Increasing asset efficiency (asset turnover growth)
	High leverage (debt ratio and D/E ratio rising)

	Significant EPS growth indicating shareholder value
	Decline in EPS in 2025

	Strong operating cash flow growth
	Weak cash flow coverage relative to debt


BYD exhibits good financial performance typified by a high growth rate in revenues, increasing profitability and efficiency of assets up to 2024 due to expansion and economies of scale. The high increment in EPS is an additional indicator of the rising shareholder value. Nevertheless, the analysis also shows the existence of serious flaws such as the falling profitability and EPS in 2025, which presupposes the emergence of competitive pressures. Additionally, the liquidity ratios are consistently low, which suggests the possible temporary lack of finances. 
[bookmark: _Toc227448947]3. Working Capital Management Analysis
[bookmark: _Toc227448948]3.1 Cash Operating Cycle
The cash operating cycle (CCC) is measure of time it takes a firm to convert its activities and investment in inventory and receivables into cash inflows. It is an indicator of the effectiveness of working capital management, and it has a direct effect on the liquidity (Lou, 2025; Meng, 2025). The next CCC demonstrates a great improvement between 45days in 2021 and 11days in 2024, which reflects improved inventory management, a quicker transition of receivables, and improved supplier credit terms. This indicates the optimisation of its operations at BYD as it experienced rapid growth. Nonetheless, a rise to 17 days in 2025 indicates that there will be a modest decline, which might be as a result of excluding the slower sales cycles or inventory accumulation. Altogether, the decreasing CCC indicates a good working capital management; however, current tendencies show that some new inefficiencies need to be addressed.
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Figure 9: Cash operating cycle for BYD
(Source: Calculated in Excel)
[bookmark: _Toc227448949]3.2 Liquidity issues and risks
BYD still experiences significant liquidity issues, despite the improvement of the cash operating cycle. The current ratio is below 1 in all the five years which means that current liabilities are greater than current assets. This implies that it depends on constant cash flows and external sources of funds to cover the short-term debts. Also, a look at the cash flow shows that its operating cash flow ratios are relatively low, as one would indicate low liquidity coverage. The aggressive expansion plan by the firm, which is characterized by a large investment in production facilities and R&D, has contributed to rising liabilities and working capital needs in the short run (Qudrat-Ullah, 2022; Zhou, 2024). The high degree of leverage is another major threat since the increasing debt and the debt to equity ratio testify to it. This upsurges interest payments and decreases financial flexibility. Moreover, the downward trends in the entities of profitability and cash flow are expected in 2025 as it implies that the pressure will increase due to the competition and pricing policies, imposing additional liquidity pressure (Caldecott et al., 2022; Wang et al., 2025). Moreover, the liquidity-risk trade-off of BYD is that the growth of the company would be made at a cost of short-term financial stability.
[bookmark: _Toc227448950]3.3 Working capital improvement strategies
· Optimisation of inventory management: Strategies BYD ought to incorporate in order to increase the liquidity and effectiveness of working capital are integrated and data oriented which would focus on the matching of working performance and financial discipline. One of the main priorities must be inventory management wherein modern demand forecasting systems backed by artificial intelligence and real-time analytics can be applied in the company. This would enable BYD to match production to the demand of the market and thus limit the production volumes of stock and the holding costs (Bello, 2023). Since EV production is a capital-intensive industry, each decrease in inventory days will have a tremendous effect on cash flow and thereby the cash operating cycle.
· Receivables management: The management of the receivables should be enhanced in order to speed up the cash flows. BYD needs to reexamine their credit policy by making credit terms stricter to more risky customers and encouraging early debt payments with well-constructed discount programs. The introduction of cloud-based payment systems and robots to billing will also minimize the time of collection and increase efficiency (Li et al., 2024). Increased rate of receivables turnover would be a direct increase in liquidity and less dependence on external financing.
· Payables management: BYD ought to use its payables well through negotiating long term payment terms with its important suppliers without jeopardizing the long term relationship. Strategic alliances and long-term agreements can create bargaining power to get favourable credit terms hence enabling the company to keep money in longer periods (Adewale et al., 2023). Yet such a solution should be done with a fine balance where supply chain is not interfered with especially in an industry where the components availability served as a key factor.
· Enhancing forecasting capabilities: Financial planning combined with operational data should also be incorporated to enable BYD improve its cash flow forecasting. A precise short and medium term forecasting would allow better forecast cash shortages and make proactive financial decisions (Du et al., 2024). These lowers borrowing of emergencies and enhances financial control in general.
[bookmark: _Toc227448951]3.4 Financing Options
	Criteria
	Short-term Financing
	Long-term Financing

	Examples
	Bank overdrafts, trade credit
	Bonds, equity financing

	Cost
	Lower (initially)
	Higher yet stable

	Risk
	Higher refinancing risk
	Lower risk

	Flexibility
	High
	Moderate

	Purpose
	Working capital needs
	Expansion and investments


The financial analysis of BYD shows good development; however, a variety of structural weaknesses that will require strategic financial restructuring. Although the increase in revenue was as high as CNY 216 billion in 2021 up to an estimated CNY 820 billion in 2025, there are indicator signs of profitability pressure. The net profit margin increased steadily to 5.19% in 2024 and decreased to 4.33% in 2025, which signify the growing cost pressures, as well as competition. On the same note, there was a high of 5.17% in 2024 and then 4.13 in 2025 on the return on assets (ROA) which indicates that expansion of assets is no longer proportionately reflecting in profits. The issue of liquidity also supports the necessity of restructuring. Current ratio was also below 1 throughout the five years with an average of about 0.75- 0.80 and this suggests that without the constant cash flow or external funding, BYD might not easily be in a position to fulfil short term obligations. Moreover, the cash flow analysis indicates a rather low level of operating cash flow ratios, indicating a lack of short term liquidity cover. In terms of capital structure, BYD is highly leveraged with 71.19% level of debt ratio in 2021, which is expected to reach around 76.74% in 2025. There was also an increase in debt-to-equity ratio as it increased to over 3.30 showing an increasing trend of using debt to finance. 
[bookmark: _Toc227448952]4. Strategic Financial Restructuring Plan
[bookmark: _Toc227448953]4.1 Need for restructuring
A restructuring of debts is an important alternative to BYD considering that the company has a high leverage. This can be done by refinancing the debt at reduced interest rates, extending the time of repayment or, sometimes, long-term issues can be made out of short-term debts. This would have the effect of lessening short-term financial needs and enhancing liquidity, enabling the business to utilize their cash flows more effectively. Another possible approach that can enhance the capital structure is equity financing. Through the issue of new shares, BYD will be able to finance itself without an increase in debt, thus lowering the debt-to-equity ratio of the company (Jackson, 2022; Liu et al., 2024). This can result in the dilution of the ownership of the existing shareholders but, on the other hand, will also boost the financial stability of the companies and minimize the use of external borrowing.
[bookmark: _Toc227448954]4.2 Restructuring options
Asset divestiture is selling of non-core or non-performing assets which provide cash inflows. In the case of BYD, it would involve selling off unprofitable business units or unneeded production plants. This approach will enhance operational effectiveness and give it extra liquidity to invest back into high-growth opportunities like electric cars and battery technology (Mastilo et al., 2024; Addy et al., 2024). Restructuring can also be done using strategic mergers and partnerships. Partnering with international automotive companies or technology solutions can support BYD in spreading the risks, cutting costs, and increasing access to the market. International market can be made very competitive through joint ventures, and this will reduce the amount of capital.

Figure 10: Key options for restructuring
(Source: Self-created)
Debt restructuring can enhance short-term liquidity and minimize the refinancing risk; however, it may not help much to decrease total leverage. Equity financing reduces financial risks and enhances solvency; however, it can reduce the earnings per share (Al-Okaily and Al-Okaily, 2025; Olowe et al., 2024). Asset divestiture increases efficiency and releases capital, and mergers and partnerships have long-term strategic benefits through assets and resource sharing and spread of risks. In general, an integrated strategy is the best. BYD must focus on equity financing and debt restructuring that stabilize its financial situation. However, at the same time pick only one line of asset divestitures and strategic partnership to improve the level of operational efficiency and competitiveness on a global basis.
[bookmark: _Toc227448955]4.3 Impact analysis
	Strategy
	Impact on shareholder value
	Impact on debt structure
	Impact on flexibility

	Debt restructuring
	Moderate increase (lower risk)
	Reduced short-term pressure
	Improved liquidity

	Equity financing
	Mixed (dilution vs stability)
	Lower leverage
	High flexibility

	Asset divestiture
	Positive (efficiency gains)
	Reduced debt needs
	Moderate flexibility

	Mergers
	High long-term value
	Shared financial burden
	High strategic flexibility


[bookmark: _Toc227448956]4.4 International considerations
Being a global producer of EVs, BYD needs to consider several financial aspects of restructuring internationally. Major concerns involve currency risk especially as BYD moves into foreign markets like Europe, North America and Southeast Asia. Any exchange rate changes may affect the revenues, costs, and profitability (Gatla, 2024). To counter this, BYD ought to implement hedging strategy with the use of financial instruments like forward contracts and currency swaps. The restructuring decisions are also determined by the global financing conditions. There is a difference in interest rates depending on the region and the availability of international capital markets, which may offer more favourable rates of financing. Bonds or loans in foreign markets or borrowing internationally will lead to a decrease in the cost of borrowing and diversify the funding sources.
Another important factor is taxation policies. One way BYD can streamline its financial structure to better advantage is by using tax incentives, which are offered in various countries, especially those that support the adoption of green energy, as well as the adoption of electric vehicles. The location of production facilities and subsidiaries in strategic locations can be used to reduce taxation. The economic conditions and inflations in the global markets should also be taken into consideration. Increase in inflation may increase the cost of production and influence the consumer demand. To overcome these risks, BYD needs to implement flexible pricing and cost control strategies (Chen et al., 2023; Bi et al., 2023). Furthermore, compliance with the regulations is crucial. Financial reporting, environmental policies, and the policies governing trade differ among different countries. Compliance is a key course of action to preserve access to the market and prevention of legal risk.
[bookmark: _Toc227448957]4.5 Ethical and CSR considerations
Restructuring of finance should be in accordance with the ethical standards and Corporate Social Responsibility (CSR), especially in the EV industry, which is directly connected with the concept of sustainability. BYD must make sure that the restructuring activities do not adversely affect the employees, suppliers and the communities in the regions (Memiş et al., 2024; Iacovides et al., 2024). To illustrate, asset sell-offs or cost reductions must be done in a responsible manner without causing unnecessary layoffs or disfavouring the stakeholders. One of the CSR priorities is environmental sustainability. BYD, being an EV company, contributes greatly to the decrease of carbon (Schroeder et al., 2022). The investments in clean energy technologies, battery innovation, and sustainable production processes should still be supported with the help of the restructuring strategies. Accountability and transparency are needed too.
BYD should uphold effective communication to investors and stakeholders in terms of restructuring decisions, financial performance and long-term strategy. This builds trust and enhances corporate reputation. Otherwise, the procurement of the raw materials, especially in making the batteries, must be ethically sourced. A good practice of responsible sourcing and preventing any environmental or human rights abuse also builds a strong international brand image of BYD. In addition to that, incorporation of ethical and CSR in financial restructuring will make sure growth of BYD is sustainable (Chakri et al., 2023), socially responsible and is in harmony with global environmental objectives. Essentially, the strategic financial reorganization of BYD needs to concentrate on growth and financial performance, leverage minimization, liquidity enhancement, and global sustainability to maintain long-term competitiveness within the diverse relationships in the changing EV market.
[bookmark: _Toc227448958]5. Investment appraisal and Capital Budgeting
[bookmark: _Toc227448959]5.1 Overview of investment options
BYD is considering three mutually exclusive investment opportunities namely Project A, Project B and Project C, each of which will have an initial capital outlay of 50 units. These projects vary in terms of the cash flow expected, the risk undertaken and the overall potential of these projects in terms of the returns in five years (Issa, 2024). Project A produces strong and uneven cash flows, increasing in the mid-years and decreasing afterwards, showing a moderately good performance with only a little inconsistency. Project B, on the other hand, provides consistent and reliable payments (cash inflows) of 11 units per year, which is a low-risk and predictable investment with low volatility. The growth pattern of project C is more aggressive, with low initial returns; however, much higher cash inflows in later years, especially in years three and four and is a profile of higher-risk, high-return reimbursement.
These differences in cash flow models ensure that the projects can be evaluated based on the various approaches of capital budgeting such as PBP, ARR, NPV, IRR and PI. All the approaches give a varying outlook to project viability. However, they use aspects like liquidity, profitability, and time value of money. Project A might be of interest to those investors, who would want moderate returns with a manageable risk and Project B would be an option of risk-averse decision-makers who would prefer stability. Project C, though, is structured to attain highest value in the long run, although it experiences late returns and even greater uncertainty. Therefore, to define the most appropriate investment model based on the strategic financial targets of BYD it is crucial to perform a thorough analysis based on all financial indicators.
[bookmark: _Toc227448960]5.2 Payback Period (PBP) Analysis
PBP is used to determine liquidity and risk of a project because of the time that it takes an investment to recover its cost as a result of its cash inflows (Kumar, 2025). The following graph shows that Project C has the shortest payback period at 3.60 years, followed by Project A at 4.50 years and Project B at 4.55 years. This indicates that Project C recovers its initial investment faster, making it less risky in terms of capital recovery. Projects A and B take longer to break even, suggesting higher exposure to uncertainty and delayed returns. The relatively close values for Projects A and B indicate similar recovery profiles, although both are inferior to Project C. From a financial perspective, a shorter payback period enhances liquidity and reduces risk, making Project C the most attractive option under this method. However, PBP does not consider the time value of money or profitability beyond the payback period.
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Figure 11: PBP for each project 
(Source: Calculated in Excel)
[bookmark: _Toc227448961]5.3 Accounting Rate of Return (ARR)
ARR measures the average annual profit generated by an investment as a percentage of its initial cost, reflecting overall profitability (Chakri et al., 2023). The graph indicates that Project C has the highest ARR at 26%, followed by Project B at 22% and Project A at 21.6%. This suggests that Project C generates the greatest average returns relative to its investment, making it the most profitable option under this measure. The difference between Projects A and B is minimal, indicating similar performance levels, although both lag behind Project C. A higher ARR implies better utilisation of investment resources and stronger earnings potential. However, ARR is based on accounting profits rather than cash flows and does not consider the time value of money, which limits its reliability for long-term investment decisions. Despite these limitations, the graph clearly highlights Project C as the most attractive option in terms of accounting profitability.
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Figure 12: ARR for each project 
(Source: Calculated in Excel)
[bookmark: _Toc227448962]5.4 Net Present Value (NPV)
NPV measures the difference between the present value of cash inflows and the initial investment, accounting for the time value of money and indicating value creation (Schroeder et al., 2022). The graph shows that Project C has a positive NPV of 1.24, while Projects A and B have negative NPVs of -0.45 and -8.30 respectively. This indicates that Project C is expected to generate value above the required rate of return, making it financially viable. In contrast, Projects A and B are expected to destroy value, with Project B performing the worst. The sharp decline for Project B highlights poor future cash flow potential when discounted. Since NPV is considered the most reliable capital budgeting technique, the graph strongly supports selecting Project C. It reflects both profitability and risk, making it the most critical decision-making tool among all methods used. 
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Figure 12: NPV for each project 
(Source: Calculated in Excel)
[bookmark: _Toc227448963]5.5 Internal Rate of Return (IRR)
IRR represents the discount rate at which the net present value of an investment becomes zero, indicating the expected rate of return generated by the project (Memiş et al., 2024). Based on the following graph, Project C will have the shortest payback period of 3.60 years, else Project A with payback period of 4.50 years and Project B with payback period of 4.55 years turn of 10%, only Project C exceeds this benchmark, making it acceptable. Nevertheless, non-conventional cash flows are sometimes misleading in IRR; however, this is not the case and helps to rank the performance of the project and make well informed investment choices.
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Figure 13: IRR for each project 
(Source: Calculated in Excel)
[bookmark: _Toc227448964]5.6 Profitability Index (PI)
Profitability Index (PI) is the ratio of the present value of future inflows of cash to the original investment, which is a measure of the value generated per unit of investment (Bi et al., 2023). According to the graph below, Project C has a PI of 1.02, Project A has 0.99 and Project B has 0.83. A PI of more than 1 will amount to value creation and a value of less than 1 will show value destruction. Accordingly, Project C is only financially viable, based on this measure. Project A also is near and breakeven, indicating that it can be slightly acceptable; however, Project B is evidently ineffective. The graph indicates that Project C has the best payback of the investment it is the most efficient project. PI is also effective in making capital rationing decisions, especially to help prioritise value maximising projects. Generally, these findings support the conclusion that Project C is the best investment to make.
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Figure 14: PI for each project 
(Source: Calculated in Excel)
[bookmark: _Toc227448965]5.7 Project comparison and decision
The comparative analysis of the three projects through various capital budgeting techniques will give a full buttress of investment decision-making. According to the PBP, Project C will be the worthiest with a payback period of 3.60 years, which is much quicker than Project A (4.50 years) and Project B (4.55 years). This indicates lower liquidity risk and quicker capital recovery. This is also supported by the ARR where Project C has the greatest profit return of 26 versus 22 and 21.6 of Project B and A respectively, showing higher profitability. More to the point, the most valid method, NPV, which considers the time value of money, reveals the only project with a positive NPV of 1.24 is Project C and the rest of the projects have negative figures, which can signal value destruction. In the same vein, Internal Rate of Return (IRR) will validate that Project C (10.8%) has a higher rate of return than the required 10% - rate, at the same time, Projects A and B have even lower rates. The PI upholds this observation resulting in a single project, Project C, making it above 1, meaning value is created on every unit of investment. Generally, the total of all the evaluation methods will always tend to indicate Project C as the most viable project in terms of financial aspects. It provides better returns, expedited payback and value production. Thus, Project C is the preferred investment since it will support the goal of maximisation of shareholder wealth and long-term financial performance of BYD.
[bookmark: _Toc227448966]5.8 Capital Rationing Decision 
Considering capital rationing, whereby is budgeted 100 units, the company has the ability to invest in only two projects. According to the NPV standard, which puts maximisation of values in the first place, the best combination is Project A and Project C. Although Project C has the best positive NPV on its own, Project A, though the NPV is slightly negative, is near to break even and performs higher than Project B. Projects A and C gives the greatest total value overall, compared with the alternatives, and would on the other hand, give less total returns when it is combined with Project B since it does have an extremely negative NPV. Project C and A are also well suited with the high profitability of Project C and moderate performance of Project A, which results in a balanced portfolio. Thus, by choosing Projects A and C, the finite resources would be allocated effectively and get the greatest total financial returns.
[bookmark: _Toc227448967]6. Conclusion 
BYD has a high growth and an upgrading financial performance, however, the increasing leverage and tightening liquidity requirements signal the necessity of strategic financial solutions. The discussion suggests that although the company has successfully broadened its business, it will have to be financially stable violating the domination of working capital and equitable financing choices. Project C is the most value-creating project, with its high NPV and high returns, which are supported by the investment appraisal. When capital rationing is employed, Projects A and C are selected giving the best result. In general, BYD needs to work on efficiency, financial risk mitigation, and profitability to be viable in the long term and maintain shareholder value.
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Debt restructuring


Equity financing


Asset divestiture


Mergers


BYD's Net Profit Margin


2021	2022	2023	2024	2025	1.3888888888888888E-2	3.9150943396226413E-2	4.9833887043189369E-2	5.1866151866151865E-2	4.3292682926829265E-2	


BYD's Return on Investment

ROA	
2021	2022	2023	2024	2025	1.0169491525423728E-2	3.2233009708737867E-2	4.6153846153846156E-2	5.1666666666666666E-2	4.1279069767441862E-2	


Current Ratio of BYD


2021	2022	2023	2024	2025	0.8	0.72	0.77419354838709675	0.78947368421052633	0.7857142857142857	


Asset Turnover Ratio 


2021	2022	2023	2024	2025	0.73220338983050848	0.8233009708737864	0.92615384615384611	0.99615384615384617	0.95348837209302328	


Debt Ratio of BYD


2021	2022	2023	2024	2025	0.71186440677966101	0.75339805825242723	0.75384615384615383	0.76923076923076927	0.76744186046511631	


D/E ratio BYD


2021	2022	2023	2024	2025	2.4705882352941178	3.0551181102362204	3.0625	3.3333333333333335	3.3	


EPS of BYD


2021	2022	2023	2024	2025	1.0309278350515463	5.7044673539518902	10.309278350515463	13.848797250859105	12.199312714776632	


Cash flow ratios of BYD

Operating Cash Flow Ratio	
2021	2022	2023	2024	2025	2.3999999999999997E-2	7.9680000000000001E-2	0.11612903225806452	0.12726315789473683	0.10142857142857144	Cash Flow to Debt Ratio	
2021	2022	2023	2024	2025	1.714285714285714E-2	5.1340206185567012E-2	7.3469387755102047E-2	8.0599999999999991E-2	6.4545454545454545E-2	Cash Flow Margin	
2021	2022	2023	2024	2025	1.6666666666666666E-2	4.69811320754717E-2	5.9800664451827246E-2	6.2239382239382232E-2	5.1951219512195126E-2	
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