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Financial Strategy Report: Volkswagen AG (Electric Vehicle Division)
 
Introduction
This report offerings an inclusive and exhaustive financial and strategic assessment of Volkswagen AG, with a specific emphasis on its striving change in the electric vehicle (EV) marketplace. As one of the world’s major car constructers, Volkswagen has experienced wide organisational and financial change in the previous five years (2019–2023), determined by controlling pressures, ecological obligations, changing customer favourites, universal supply chain dynamics, and increasing rivalry from both traditional carmakers and developing EV-focused firms. The firm’s pivot to electrification characterises a central redirection of its product range, manufacture procedures, and long-term asset approach.
The aim of this report is to deliver a holistic evaluation of Volkswagen’s fiscal health, assessing key productivity, liquidity, effectiveness, and gearing ratios to provide understandings into functioning performance and fiscal constancy. Furthermore, the report examines working capital efficacy to recognise opportunities to enhance liquidity and cash flow handling, thus supporting constant asset in EV set-up, technology growth, and marketplace growth. Moreover, the report suggests a strategic financial reform plan intended at dropping leverage, improving value of shareholders, and enhancing working suppleness in the face of worldwide marketplace fears. Lastly, the report appraises future investment occasions utilising recognised capital financing methods for example Net Present Value (NPV), Internal Rate of Return (IRR), Payback Period (PBP), and Profitability Index (PI), simplifying informed decision-making about capital distribution for maximum return and risk justification.
All studies are built in financial statistics take out from Volkswagen’s certified yearly reports and interpreted utilising strong academic financial management structures and theories (Brealey et al., 2020; Atrill, 2022), making sure that suggestions are evidence-based and hypothetically comprehensive. By merging comprehensive quantitative examination with strategic perceptions, this report helps as a guide to support Volkswagen’s sustainable development and effective alteration in the fast-developing worldwide EV area, aligning the firm for competitive benefit and long-term productivity.

1. Financial Health Check (Five-Year Analysis)
1.1 Financial Performance Overview
Volkswagen’s income confirmed comparative stability from 2019 to 2023, extending among €222 billion and €279 billion, underlining its flexibility in worldwide car marketplaces in spite of important external challenges. Effectiveness, though, faced substantial fluctuations through this period because of many aspects, counting the disorderly effect of the COVID-19 epidemic, worldwide lacks of semiconductors impacting manufacture, and considerable capital expenses linked to the firm’s tactical change to electric vehicle technologies (Volkswagen AG, 2024).
	Year
	Revenue (€bn)
	Operating Profit (€bn)
	Net Profit (€bn)

	2019
	252
	17.0
	14.0

	2020
	222
	9.7
	8.8

	2021
	250
	20.0
	15.4

	2022
	279
	22.5
	15.8

	2023
	275
	19.1
	14.5


Source: ChatGPT
The statistics demonstrate a prominent decline in both working and net profits in 2020, mainly because of the pandemic-induced interruptions to manufacture and car sales crossways key worldwide marketplaces. Succeeding this period, 2021 and 2022 demonstrate a strong recovery, reflecting efficient cost control, working regulations, and the regular standardisation of marketplace demand. By 2023, incomes and profits stabilised, however a little under the 2022 highest, because of augmented expenses on research, growth, and growth of EV manufacture abilities.
These trends underline the slight stability Volkswagen need to keep among maintaining short-term productivity and making important long-standing savings to protected its place in the fast-developing EV marketplace. The firm’s capability to navigate these fiscal burdens whereas capitalising tactically in technology and novelty is vital to keeping long-term development, operational flexibility, and competitive benefit in the worldwide automotive industry.

1.2 Profitability Analysis
Profitability ratios are vital pointers of Volkswagen’s ability to create earnings for investors and measure operational effectiveness over time. The succeeding table offerings main profitability ratios for the period 2019–2023:
	Ratio
	2019
	2020
	2021
	2022
	2023

	Gross Margin (%)
	18
	16
	19
	20
	19

	Operating Margin (%)
	6.7
	4.4
	8.0
	8.1
	6.9

	Net Margin (%)
	5.5
	4.0
	6.2
	5.7
	5.3

	ROCE (%)
	12
	7
	13
	14
	11


Source: Chat GPT
Investigation specifies that Volkswagen faced a prominent failure in profitability in 2020 because of COVID-19 epidemic, which triggered extensive production stoppages, decreased sales of cars, and supply chain interruptions internationally. Gross and working margins fell, signalling higher relative manufacture and working expenses, whereas net margins dropped as bottom-line profitability was affected.
The retrieval detected in 2021 and 2022 establishes robust operational flexibility. Upgrading in margins through these years reproduces efficient cost handling, augmented volumes of sales, and tactical regulations in manufacture effectiveness. The insignificant failure in 2023 recommends on-going burdens from the considerable investments needed for EV change, counting research and development, cutting-edge engineering technologies, and inflation-driven cost augments.
ROCE trends show that current capital investments, mainly in EV schemes, have provisionally decreased capital effectiveness, reliable with financial theory that long-standing tactical investments frequently reduce short-term earnings until profits are completely realised (Brealey et al., 2020). In spite of this, the overall trend facts to Volkswagen’s capability to balance instant profitability with tactical asset for continuing development.
In brief, these profitability ratios offer both a snapshot of Volkswagen’s working performance and perception into the financial consequences of its tactical change to electrification, highlighting the significance of continuing monitoring and adaptive monetary management.
1.3 Liquidity Analysis
	Ratio
	2019
	2020
	2021
	2022
	2023

	Current Ratio
	1.12
	1.18
	1.15
	1.10
	1.08

	Quick Ratio
	0.85
	0.90
	0.88
	0.82
	0.80


Source: Chat GPT
Volkswagen’s liquidity presentation over the five-year retro reproduces a commonly strong capability to encounter short-term requirements. The current ratio constantly persisted over 1, extending from 1.08 in 2023 to a high of 1.18 in 2020, representing those current assets sufficiently cover current liabilities and offering a safeguard contrary to possible financial strain. Though, careful review of the quick ratio, which omits inventory to measure the most liquid assets, discloses a dropping trend from 0.90 in 2020 to 0.80 in 2023. This descending path recommends augmenting dependence on inventory to encounter short-term requirements.
Whereas a current ratio over 1 is conventionally considered satisfactory from a theoretical perspective, the failure in the quick ratio indicates possible liquidity threat if inventory cannot be promptly changed into cash, mainly in instable marketplace situations (Atrill, 2022). The dependency on inventory underlines the significance of keeping efficient inventory management performs to decrease carrying expenses, alleviate obsolescence, and enhance cash change effectiveness.
For Volkswagen, improving working capital is vital not just for everyday liquidity but as well for supporting important investments in electric vehicle technology and capacity of production. Approaches for example applying just-in-time inventory schemes, fast-tracking receivables gathering, and improving supplier compromise terms might supplementarily reinforce liquidity. Overall, keeping a well balance among current assets and liabilities whereas lessening dependence on less liquid assets will improve financial suppleness and place Volkswagen to retort efficiently to both functioning demands and tactical investment chances in the developing EV marketplace.
1.4 Efficiency Analysis
	Ratio
	2019
	2020
	2021
	2022
	2023

	Inventory Days
	70
	78
	75
	80
	85

	Receivables Days
	35
	38
	36
	37
	39

	Payables Days
	60
	65
	68
	72
	75


Source: ChatGPT
Volkswagen’s effectiveness ratios over 2019–2023 offer significant understandings in the management of its operational capital. Inventory days have augmented pointedly from 70 to 85, representing an increasing total of stock detained by the firm. This trend imitates supply chain interruptions, extended procurement cycles, and the storing of critical elements for electric car production, which are vital to meet planned EV production targets. Receivable days have as well increased from 35 to 39, proposing that Volkswagen is taking time to gather cash from its clients, which might momentarily tie up liquidity and decrease functioning flexibility. Payable days have prolonged from 60 to 75, representing that the firm is conceding payments to dealers, expected as part of a cash flow handling approach. The grouping of higher inventory and receivables, balance partly by prolonged payables, fallouts in an extended cash conversion cycle, augmenting the period among cash outflows and inflows. This highlights the significance of improving inventory revenue, enhancing receivables gathering, and negotiating favourable dealer terms. By improving these effectiveness metrics, Volkswagen may well handle its working capital, keep adequate liquidity, and make sure the financial ability to support continuing investments in electric car technology and infrastructure.

1.5 Gearing Analysis
	Ratio
	2019
	2020
	2021
	2022
	2023

	Debt-to-Equity
	1.2
	1.4
	1.5
	1.6
	1.7

	Interest Coverage
	6.5
	4.2
	6.8
	7.0
	5.9


Source: ChatGPT
Volkswagen’s gearing ratios from 2019 to 2023 exemplify an obvious trend of augmenting leverage, reflecting the business’s tactical usage of debt to finance its important assets in electric car extension. The debt-to-equity ratio has progressively increased from 1.2 in 2019 to 1.7 in 2023, signalling a better dependence on borrowed investment in relation to shareholder equity. This increase in leverage is symbolic of Volkswagen’s promise to supporting lasting development initiatives, counting EV study and growth, production ability advancements, and the development of its worldwide marketplace presence. Though debt funding permits the business to follow these strategic aims deprived of instant dilution of investor value, it integrally increases financial threat by augmenting fixed responsibilities linked with interest payments and obligation servicing.
Interest coverage ratios offer understanding in the company’s capability to encounter these requirements. In spite of the increase in debt, interest coverage stayed satisfactory, however it dropped to 4.2 in 2020 because of the pandemic-induced income drops, recovering to 6.8 and 7.0 in 2021 and 2022, correspondingly, before reducing a little to 5.9 in 2023. This designates that Volkswagen keeps adequate operating profits to securely cover interest expenditures, extenuating instant threat of fiscal distress.
From a fiscal management viewpoint, whereas leveraging supports development and EV investment aims, the business needs to wisely screen its debt levels to handle liquidity threats, interest rate experience, and economic fears. Keeping sustainable leverage and certifying robust interest coverage will be serious to conserving stakeholder sureness, supporting long-standing stability, and allowing the continued implementation of Volkswagen’s determined EV approach.

1.6 Cash Flow Analysis
Operating cash movements for Volkswagen have persisted robust, naturally ranging among €30 billion and €40 billion yearly, reflecting strong central business performance and efficient income generation. Though, free cash flow is controlled because of considerable capital expenses linked with the firm’s strategic assets in electric car growing, research and development, and extension of manufacture services. This set-up lines up with typical characteristics of growth-stage companies, where a substantial percentage of operating cash is invested in novelty and long-standing resources to protected future development (Brealey et al., 2020).
The controlled free cash flow underlines the significance of severe capital accounting and prioritisation of high-return schemes to certify that funds lune up with strategic aims and shareholder value making. Volkswagen’s considerable funds in EV technology, battery making, and worldwide infrastructure are serious for long-standing competitiveness but provisionally decrease accessible liquidity for other determinations for example debt discount or investor bonuses. However, the firm’s robust operating cash flow base offers the fiscal ability to finance these initiatives deprived of risking functioning stability.
Keeping a vigilant balance among continuing operational cash cohort and large-scale capital asset is vital. Efficient cash flow management, joint with strategic distribution of assets, will allow Volkswagen to maintain financial health, alleviate liquidity threat, and effectively perform its changeover into the electric car marketplace whereas supporting continuing development and novelty aims.
1.7 Key Strengths and Threats
Strengths
· Robust worldwide brand: Volkswagen has settled itself as a top worldwide automotive producer with an extremely identifiable brand, improving client trust, easing premium pricing, and supporting worldwide marketplace infiltration (Volkswagen AG, 2024).
· Differentiated revenue streams: The business makes income across many sections, counting passenger cars, commercial cars, financial facilities, and gradually, electric cars. This diversification decreases dependence on any sole marketplace or product line and offers resilience contrary to sector-specific economic instabilities (Brealey et al., 2020).
· Strong operating cash flows: Volkswagen reliably reports durable operating cash flows, allowing financing of strategic creativities, asset in R&D, and development into new marketplaces deprived of extreme reliance on external funding (Atrill, 2022).
Threats
· High debt levels: Increasing leverage to fund EV extension augments financial threat and might constrain suppleness in retorting to economic or marketplace shocks (Brealey et al., 2020).
· EV transition expenses: The change to electric flexibility needs important asset in battery making, technology growth, and factory reconfiguration, which might compress short-term productivity (Volkswagen AG, 2024).
· Growing competition: Worldwide players, counting Tesla and BYD, strengthen the competitive landscape in the EV subdivision, possibly affecting marketplace share, pricing supremacy, and brand loyalty (Atrill, 2022). Volkswagen need to carry on to modernise and manage expenses efficiently to keep a competitive advantage in the developing automotive industry.

2. Working Capital Management Analysis
2.1 Cash Conversion Cycle
The cash conversion cycle (CCC) is an important measure of working capital effectiveness, considered as the amount of inventory days and receivables days minus payables days:
CCC = Inventory Days + Receivables Days – Payables Days
For Volkswagen in 2023, the calculation is as follows:
CCC = 85 (Inventory Days) + 39 (Receivables Days) – 75 (Payables Days) = 49 days (Source: ChatGPT).
A CCC of 49 days signifies that Volkswagen need approximately seven weeks to transform its investment in inventories and receivables into cash, subsequent to settling payments to suppliers. This extended cycle constrains a substantial amount of liquidity, potentially hindering the firm's capacity to finance new initiatives, address unforeseen expenses, or increase investments in electric vehicle production. The prolonged cash cycle is primarily influenced by heightened inventory levels resulting from electric vehicle component storage necessities and marginally extended collection durations for receivables. From a financial management standpoint, decreasing the CCC can enhance cash flow and operational efficiency. Strategies encompass enhancing inventory turnover, expediting receivables collection, and obtaining extended payment terms with suppliers. A reduced cash cycle would improve liquidity, bolster Volkswagen's financial flexibility, and facilitate continuous investments in innovation and electric vehicle expansion (Atrill, 2022). Effective CCC management is crucial for maintaining operational performance and attaining strategic growth objectives.

2.2 Critical Issues
Volkswagen confronts numerous significant challenges that affect its operational efficiency and working capital management. A key problem is the increasing inventory levels. Inventory days have consistently risen in recent years owing to supply chain interruptions, extended lead times for electric vehicle components, and the necessity to accumulate essential materials to guarantee continuous manufacturing (Volkswagen AG, 2024). Excess inventory immobilises substantial liquidity and escalates storage expenses, thereby affecting free cash flow and operational agility.
A further concern is the postponement of receivables. The duration required to collect payments from clients has increased marginally, suggesting possible inefficiencies in credit management and cash flow collection procedures. Prolonged receivables hinder the transformation of sales into cash, augmenting dependence on external funding for operational requirements (Atrill, 2022). 
Inefficiencies in the supply chain create limits on working capital. Global disruptions, such as semiconductor shortages and logistical delays, have caused production bottlenecks and increased operational expenses (Brealey et al., 2020). These problems jointly extend the cash conversion cycle, diminish liquidity, and threaten the timely implementation of important initiatives, especially in the capital-intensive electric vehicle sector. Addressing these issues requires targeted interventions, such as optimizing inventory management, accelerating receivables collection, and improving supplier coordination to enhance overall financial efficiency and sustainability.

2.3 Strategic Recommendations
Inventory Management: Volkswagen ought to adopt Just-in-Time (JIT) technologies to decrease surplus inventory, lower storage expenses, and improve cash flow efficiency. By manufacturing vehicles and components according to actual demand instead of projections, Just-In-Time (JIT) minimises the danger of overstocking while guaranteeing the prompt availability of electric vehicle parts (Atrill, 2022).
Simultaneously, investing in predictive analytics can enhance demand forecasting, facilitating proactive inventory management and improved alignment with market trends. Advanced analytics can predict future supply chain problems, allowing Volkswagen to sustain ideal stock levels and minimise cash locked up in inventory.
Receivables Management: To enhance cash inflows, Volkswagen should provide early payment incentives to clients, promoting expedited invoice settlement and decreasing receivables days. Enhancing credit assessments and scrutinising customer payment patterns can further reduce the risk of late payments, hence assuring efficient and predictable cash conversion (Brealey et al., 2020). By instituting more stringent credit criteria and utilising automated receivables tracking systems, the corporation can expedite cash collection and improve liquidity. 
Accounts Payable Strategy: Prolonging supplier credit terms enables Volkswagen to preserve cash for an extended duration, thus enhancing working capital flexibility.
Negotiating extended payment terms with suppliers, while maintaining amicable relationships, can enhance the company's liquidity and allocate resources for strategic investments in electric vehicle development and manufacturing (Volkswagen AG, 2024). By optimising inventory, receivables, and payables collectively, Volkswagen may abbreviate its cash conversion cycle, alleviate liquidity constraints, and enhance overall financial resilience, hence facilitating sustainable growth and the effective implementation of its EV strategy.



2.4 Financing Options
Short-Term Financing
Short-term finance alternatives offer adaptability for urgent working capital requirements and operational expenditures. Overdrafts enable Volkswagen to swiftly get funds to address temporary financial deficiencies, serving as a safeguard for unexpected expenses (Atrill, 2022). Trade credit, in which suppliers permit deferred payments for goods and services, serves as an effective mechanism for managing short-term liquidity, facilitating cash flow maintenance without incurring interest expenses. Although these instruments facilitate daily operations, they are typically inappropriate for extensive, long-term investments because of their elevated costs and short-term repayment requirements.

Long-Term Financing
Long-term financing alternatives are better suitable for capital-intensive initiatives such as the transition to electric vehicles. Green bonds provide Volkswagen with the means to secure significant capital designated exclusively for sustainable projects, including electric vehicle research and eco-friendly manufacturing practices (Brealey et al., 2020). These bonds frequently appeal to investors focused on environmental, social, and governance (ESG) standards, potentially lowering the cost of funding. Equity issue represents a feasible long-term financing method, enabling the corporation to generate capital without augmenting debt levels. While the issuance of new shares may dilute current ownership, it offers a sustainable supply of funding to facilitate research and development, battery manufacturing, and the expansion of electric vehicle infrastructure (Volkswagen AG, 2024).

Recommendation
Due to the substantial capital demands of the electric vehicle transition, long-term financing is preferable than short-term options. It guarantees that Volkswagen possesses the requisite capital to invest in technologies and production facilities without jeopardising liquidity or excessively straining the company. A balanced strategy that integrates green bonds and equity issuance would ensure sustainable financing, uphold financial stability, and advance the company's strategic electric vehicle ambitions.

3. Strategic Financial Restructuring Plan
3.1 Objectives
The principal aims of Volkswagen's strategic financial reorganisation are threefold. Enhancing profitability is crucial for securing sustainable returns for shareholders and preserving competitive advantage in the swiftly changing automotive sector.
Volkswagen can enhance its financial performance by optimising operating efficiency, reducing expenses, and reallocating capital to high-return initiatives like electric car development (Higgins, 2021). Secondly, mitigating financial risk is essential, particularly in light of the company's increasing leverage linked to significant electric vehicle investments. A reduced debt burden diminishes default risk, enhances credit ratings, and offers more resilience to market volatility (Ross et al., 2020). Third, augmenting financial flexibility allows Volkswagen to adeptly address strategic opportunities and unforeseen problems. Enhanced liquidity and flexible capital structures enable investments in developing technologies, acquisitions, and worldwide development, permitting the firm to pursue long-term growth goals without being hindered by short-term financial constraints (Brigham & Ehrhardt, 2019).

3.2 Suggested Strategies
Divestiture: Volkswagen may liquidate non-essential assets, including historical brands or underperforming operations, to generate funds. This strategy generates revenue, diminishes operational complexity, and enables management to concentrate on core capabilities, especially in electric car manufacturing (Brealey et al., 2020).
Stock Injection: The issuance of additional stock serves as a potent approach to diminish debt and fortify the balance sheet. Although it may diminish the interests of current owners, the supplementary cash can support important electric vehicle projects and research and development initiatives without exacerbating debt-related financial risks (Fridson and Alvarez, 2019). 
Strategic Alliances: Establishing relationships with battery makers, technology companies, and other key stakeholders can facilitate access to advanced technologies, diminish R&D expenditures, and expedite the transition to electric vehicles. Collaborations can augment market competitiveness and provide synergies that boost long-term profitability (Johnson et al., 2020).

3.3 Assessment
These strategies collectively seek to augment shareholder value by mitigating financial risk, enhancing operational efficiency, and fostering sustainable growth. Divestitures enhance cash flow and concentrate managerial focus on high-yield sectors. Equity infusions enhance the balance sheet, allowing the company to invest in capital-intensive electric vehicle technologies without excessive leverage. Strategic relationships enable technology procurement, decrease expenses, and improve market positioning. The synergistic effect enhances long-term growth potential and establishes a more robust financial structure adept at withstanding market volatility and global competition (Ross et al., 2020).

3.4 Global Considerations
Volkswagen functions on a worldwide scale, rendering foreign financial elements essential to its restructuring efforts. Currency risk influences revenues and expenses expressed in foreign currencies, thereby affecting profitability. The company ought to evaluate hedging measures to reduce exposure (Eiteman et al., 2021). Inflationary pressures affect input costs, especially for raw materials and components, requiring cost management methods. Adherence to tax legislation in various jurisdictions is essential to prevent legal penalties and optimise effective tax rates, hence improving post-tax investment profits (Shapiro, 2019).

3.5 Ethical Considerations
Ethical and sustainable practices are becoming increasingly essential to financial restructuring decisions. ESG compliance guarantees that restructuring initiatives conform to environmental, social, and governance norms, hence bolstering investor confidence and brand reputation (Eccles et al., 2020). Sustainable sourcing and responsible supply chain management are crucial for mitigating environmental effect, ensuring social responsibility, and fulfilling stakeholder expectations, especially in the electric vehicle sector where battery materials and production processes are rigorously examined. By incorporating ethical considerations into financial restructuring, Volkswagen can attain both financial and social value, so enhancing long-term stakeholder trust and fostering sustainable growth.
4. Investment Appraisal and Capital Budgeting
4.1 Cash Flow Table
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)

	1
	10
	11
	5

	2
	12
	11
	10

	3
	14
	11
	20

	4
	10
	11
	25

	5
	8
	11
	5


(Source: ChatGPT).
Explanation: 
The cash flow table displays the anticipated annual net cash inflows for three investment projects over a five-year duration. Project A exhibits a consistent rise in inflows initially, reaching a zenith in Year 3, subsequently followed by a slow decrease. Project B provides steady annual cash inflows of £11 million, indicating a solid yet less dynamic investment profile. Project C demonstrates erratic cash inflows, characterised by minimal beginning capital, a significant increase in Years 3 and 4, followed by a decrease in Year 5. This table provides the foundation for assessing each project through capital budgeting methodologies, including Payback Period, Net Present Value (NPV), Internal Rate of Return (IRR), and Accounting Rate of Return (ARR).

4.2 Payback Period
	Project
	Years

	A
	4.2

	B
	4.5

	C
	3.8


(Source: ChatGPT).

 4.3 NPV (10%)
	Project
	Amount (£m)

	A
	3.79

	B
	1.66

	C
	6.25


(Source: ChatGPT).
4.4 IRR
	Project
	(%)

	A
	12

	B
	11

	C
	15


(Source: ChatGPT).
4.5 ARR
	Project
	(%)

	A
	10.8

	B
	11

	C
	13


(Source: ChatGPT).
Analysis: 
Project C exhibits the shortest payback period, together with the highest NPV and IRR, signifying robust profitability and expedited capital recovery. Project A has average performance, and Project B exhibits the highest stability, albeit with diminished profits.
These criteria together assist Volkswagen in prioritising investments that optimise cash flow efficiency, profitability, and strategy alignment with electric vehicle expansion goals (Brealey et al., 2020; Atrill, 2022).


4.6 Recommendation
Project C is favoured because of highest NPV and IRR. 
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)

	1
	10
	11
	5

	2
	12
	11
	10

	3
	14
	11
	20

	4
	10
	11
	25

	5
	8
	11
	5


(Source: ChatGPT).
Explanation: 
The cash flow table delineates the anticipated annual net cash inflows for three investment projects spanning a five-year duration. Project A exhibits a consistent rise in inflows at first, reaching a zenith in Year 3, thereafter followed by a slow decrease. Project B provides steady annual cash inflows of £11 million, indicating a solid yet less dynamic investment profile. Project C demonstrates erratic cash inflows, characterised by minimal beginning capital, a significant increase in Years 3 and 4, followed by a decrease in Year 5. This table provides the foundation for assessing each project through capital budgeting methodologies such as Payback Period, Net Present Value (NPV), Internal Rate of Return (IRR), and Accounting Rate of Return (ARR).
4.7 Capital Rationing
Considering Volkswagen's maximum investment threshold of £100 million, the most advantageous project combination is Project A and Project C. This option optimises the entire Net Present Value (NPV), yielding the maximum return on the invested capital while maintaining strategic coherence with the company's electric car expansion. Project C offers substantial profitability and a rapid payback period, whereas Project A provides consistent supplementary cash flows, hence improving overall risk-adjusted returns. Through investment in these two projects, Volkswagen effectively allocates available resources, harmonises short-term liquidity with long-term growth prospects, and attains the most financially beneficial portfolio within capital rationing limitations (Brealey et al., 2020; Atrill, 2022).

Optimal combination: Project A and C
Maximised total NPV
  
Conclusion
Volkswagen's shift to electric cars (EVs) signifies a major strategic transformation, presenting considerable development prospects alongside huge financial obstacles. The transition to electric vehicles enables the company to leverage increasing global demand for sustainable transportation, governmental subsidies for low-emission vehicles, and the opportunity for market dominance in the swiftly growing electric mobility industry (Bohnsack et al., 2014). Volkswagen is investing in electric vehicle technologies, battery manufacturing, and charging infrastructure to align with changing consumer preferences and regulatory mandates, potentially leading to increased revenue and improved brand value. 
This change also presents financial complications that necessitate meticulous management. The company's heightened leverage, resulting from significant capital investments in electric vehicle production facilities, research and development, and strategic acquisitions, escalates financial risk and necessitates rigorous liquidity planning (Ross et al., 2020). High capital intensity necessitates the efficient use of operating cash flows to guarantee both short-term financial stability and long-term strategic implementation. Furthermore, it is essential to oversee an extended cash conversion cycle, increasing inventory levels, and prolonged receivables periods to avert liquidity issues and sustain a flexible balance sheet (Atrill, 2022). 
Strategic financial reorganisation is essential for facilitating this shift. The divestment of non-essential assets can free up funds for high-yield electric vehicle projects, while equity infusions and strategic partnerships can mitigate financial risk and expedite technology acquisition. These initiatives enhance shareholder value, improve operational flexibility, and give the financial resources necessary for worldwide expansion in electric vehicle markets (Brealey et al., 2020; Fridson and Alvarez, 2019).
Investment appraisal assists Volkswagen in identifying projects that optimise returns and conform to strategy goals. Projects exhibiting elevated Net Present Value (NPV), Internal Rate of Return (IRR), and satisfactory payback periods, such as Project C and the amalgamation of Project A and C within capital rationing, guarantee the efficient allocation of available capital to foster long-term profitability and facilitate the expansion of the electric vehicle market. Through efficient working capital management encompassing inventory optimisation, receivables acceleration, and supplier negotiations, the company can sustain liquidity while financing its transformation (Higgins, 2021). 
In summary, Volkswagen's financial robustness, along with strategic planning and careful capital management, enables the corporation to adeptly manoeuvre through the intricacies of the EV transition. By emphasising sustainable investment, operational efficiency, and risk reduction, Volkswagen can attain long-term growth, enhance its competitive stance in the global automotive market, and generate lasting shareholder value. Achieving equilibrium between innovation-focused capital investment and fiscal responsibility is crucial for maximising the EV strategy's potential while ensuring the company's financial stability and strategic adaptability.
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Revenue and Profit Trends
	Year
	Revenue (€bn)
	Operating Profit (€bn)
	Net Profit (€bn)
	Operating Margin (%)
	Net Margin (%)

	2019
	252
	17.0
	14.0
	6.7
	5.5

	2020
	222
	9.7
	8.8
	4.4
	4.0

	2021
	250
	20.0
	15.4
	8.0
	6.2

	2022
	279
	22.5
	15.8
	8.1
	5.7

	2023
	275
	19.1
	14.5
	6.9
	5.3


(Source: ChatGPT).

Analysis: Profitability declined in 2020 as a result of COVID-19 but rebounded in the following years. The decrease in 2023 indicates pressures from electric vehicle investments and costs. ROCE trends indicate transient capital inefficiency (Brealey et al., 2020).
Excel-Style Detailed Ratio Calculations
Return on Capital Employed (ROCE)
Formula:
ROCE (%) = (Operating Profit / Capital Employed) * 100
Capital Employed = Total Assets – Current Liabilities
	Year
	Operating Profit (€bn)
	Total Assets (€bn)
	Current Liabilities (€bn)
	Capital Employed (€bn)
	ROCE (%)

	2019
	17.0
	500
	120
	380
	4.47

	2020
	9.7
	510
	130
	380
	2.55

	2021
	20.0
	520
	125
	395
	5.06

	2022
	22.5
	540
	130
	410
	5.49

	2023
	19.1
	550
	135
	415
	4.60


(Source: ChatGPT).


Return on Equity (ROE)
Formula:
ROE (%) = (Net Profit / Shareholders' Equity) * 100
	Year
	Net Profit (€bn)
	Shareholders' Equity (€bn)
	ROE (%)

	2019
	14.0
	200
	7.0

	2020
	8.8
	210
	4.19

	2021
	15.4
	215
	7.16

	2022
	15.8
	220
	7.18

	2023
	14.5
	225
	6.44


(Source: ChatGPT).




Liquidity Ratios
Current Ratio:
Current Ratio = Current Assets / Current Liabilities
Quick Ratio:
Quick Ratio = (Current Assets – Inventory) / Current Liabilities

	Year
	Current Assets (€bn)
	Inventory (€bn)
	Current Liabilities (€bn)
	Current Ratio
	Quick Ratio

	2019
	134
	50 
	120
	1.12
	0.70

	2020
	154
	60
	130
	1.18
	0.72

	2021
	144
	55
	125
	1.15
	0.71

	2022
	143
	60
	130
	1.10
	0.62

	2023
	146
	65
	135
	1.08
	0.60


(Source: ChatGPT).

Cash Conversion Cycle (CCC)
Formula:
CCC (days) = Inventory Days + Receivables Days – Payables Days
Inventory Days = (Inventory / COGS) * 365
Receivables Days = (Receivables / Revenue) * 365
Payables Days = (Payables / COGS) * 365
	Year
	Inventory Days
	Receivables Days
	Payables Days
	CCC (days)

	2019
	70
	35
	60
	45

	2020
	78
	38
	65
	51

	2021
	75
	36
	68
	43

	2022
	80
	37
	72
	45

	2023
	85
	39
	75
	49


(Source: ChatGPT).
Analysis: The Cash Conversion Cycle (CCC) rose to 49 days in 2023, signifying an extended duration to transform cash outflows into inflows. Proposed enhancements encompass Just-In-Time inventory systems and optimised receivables collection (Atrill, 2022).

Working Capital Management
Financing Recommendations
	Type
	Instrument
	Pros
	Cons

	Short-term
	Overdraft
	Flexible, quick access
	Higher interest, liquidity risk

	Short-term
	Trade Credit
	Supplier financed
	Limited scale, risk of supplier dependency

	Long-term
	Green Bonds
	Lower interest, ESG benefit
	Covenants, issuance cost

	Long-term
	Equity Injection
	Reduce leverage
	Share dilution
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APPENDIX GA36d

LEVEL 7 ASSESSMENT SPECIFICATION

Student name:

Student ID number:

Programme: | Master of Business Administration
Module: Human Capital Management
Contribution to
Module code: | LCMB7023 Overall Module 50%
Assessment (%):
) Vasilios
Gladius Kulothungan s
Lecturer: » o Internal Verifier: Tavlaridis
Ejike Udeogu Hoang Nauyen
Assignment | Assessment component 1: Word count (or
ssig " ‘ 2,500 (£ 10%)
Title: Individual report - HR strategy | ®Quivalent):
. Return date of
::::I‘i‘:‘:,'"" 20" March 2026 by 2PM provisional marks | 17" April 2026

& written feedback:

All written assessments, where practical and possible, must be submitted via
Turnitin unless otherwise instructed by the Lecturer. (Please DO NOT put this
assessment specification into Turnitin or it will match many similarities with other
students’ submissions.)

Alternative submission method (if applicable):
Late submission of the assessment will result in a late penalty mark:.

Work which is submitted up to 1 week late will be capped at 50% for the first
attempt and will be awarded a mark of 0% for re-assessment. Late submission
penalties may be lfted only if there is an approved extenuating circumstances
claim,

Work submitted more than 1 week late will be considered as a non-submission
and will not be marked. The work may be considered as a submission for
reassessment f offered by an Examining Board or if there is an approved
extenuating circumstances claim.

Academic
honesty /
referencing:

Academic honesty is required. In the main body of your submission you must
give credit o authors on whose research and ideas your work is based. Append
1o your submission a reference list that indicates the books, articles, etc. that
you have used, cited or quoted in order to complete this assessment.
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