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Abstract. This paper presents a detailed investigation into BYD Company Limited's investment
value, incorporating a comprehensive Political, Economic, Social, and Technological (PEST)
analysis with an in-depth financial evaluation. Findings from the PEST analysis underscore BYD's
adept navigation of supportive government policies and its proactive stance against international
trade challenges, affirming its strong domestic market position and readiness for global expansion.
Economically, BYD has shown resilience through effective pricing strategies and market
diversification, maintaining profitability amidst global financial fluctuations. Socially, the company's
alignment with environmental sustainability trends has strengthened its brand and customer loyalty.
Technologically, BYD’s advancements in battery technology and electric drivetrains position it as an
industry leader. Financial findings highlight a robust year-over-year revenue increase of 42.04%, an
impressive gross profit rise by 42.42%, and a significant leap in operating profit by 360.53%. Despite
slight contractions in net profit margins, the company’s financial health remains strong with promising
prospects for future profitability. Together, these analyses depict BYD as a compelling investment,
poised for sustained growth within the NEV sector.
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1. Introduction

The investigation into the investment value of BYD Company Limited is prompted by recent
fluctuations in the new energy sector's stock market. After experiencing a significant surge, the
market saw a correction, leading investors to question the remaining value and growth potential of
NEV stocks. This paper aims to determine whether the market has reached its lowest point and what
growth prospects remain for companies like BYD. BYD, established in 1995, has transitioned from
a simple battery manufacturer to a global leader in the NEV market, making it an ideal subject for
this analysis. This paper aims to assess the investment potential of BYD by integrating a detailed
Political, Economic, Social, and Technological (PEST) analysis with a comprehensive financial
review. The urgency of the global shift towards sustainable energy solutions makes this study timely
and relevant, providing critical insights into BYD's strategic positioning within this dynamic
landscape.

Masiero et al. used interviews and secondary data to investigate the rise of BYD in China's EV
market and how government subsidies and company strategies contributed to the industry's growth.
Their findings suggest that these factors were key to BYD's successful expansion and the broader
adoption of EVs in China [1]. Rarick et al. evaluated BYD using a case study method, focusing on its
growth from a battery manufacturer to a leader in the electric vehicle market with Warren Buffett's
backing [2]. The findings highlight BYD's expansion in China, supported by government subsidies
and strategic positioning, despite facing significant competition. Lin et al. examined sustainable
business models in China's new energy vehicle industry, focusing on BYD [3]. It uses the Business
Model Canvas and Triple Layered Business Model Canvas to analyze how BYD has innovated its
technology and business strategies to lead the market. The study suggests that other companies could
benefit from BYD's approaches and introduces the Triple Layered Business Model Canvas as a
sustainable framework for the industry.
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2. PEST Analysis

2.1. Political Factors

Table 1 summarizes the results of PEST analysis on BYD. Governments worldwide are
increasingly supporting the NEV market through various incentives, such as subsidies, tax rebates,
and supportive legislation, creating a favorable environment for companies like BYD. In its domestic
market, China, BYD has significantly benefited from such policies, which have bolstered its growth
and facilitated market dominance. However, international trade policies, tariffs, and geopolitical
tensions, particularly with the United States, pose potential risks that could impact BYD's supply
chains and overseas market expansions. This section evaluates how BYD navigates these political
challenges and leverages governmental support to bolster its competitive edge [1].

Table 1: results of PEST analysis.

® Global governments support the NEV market with subsidies and tax incentives,
aiding BYD's growth and dominance in China.
® International trade policies and geopolitical tensions, especially with the U.S., pose
risks to BYD's supply chains and overseas expansion.
® Global economic conditions, including consumer spending and market health,

impact the NEV landscape, with BYD showing resilience despite economic volatility.

® BYD employs strategic initiatives like adaptive pricing and market diversification to
sustain growth and profitability in varying economic environments.
® Social attitudes towards environmental sustainability influence NEV adoption rates;
BYD capitalizes on this trend by aligning its brand with green innovation.

Social ® BYD's marketing strategies and corporate social responsibility initiatives boost its
brand image and strengthen customer relationships, enhancing market acceptance and
loyalty.
® Social attitudes toward sustainability boost NEV adoption; BYD leverages this with
green branding.
® BYD's marketing and responsibility initiatives enhance its image and customer
loyalty.

Political

Economic

Technological

2.2. Economic Factors

The economic landscape for NEVs is influenced by global economic conditions, including
consumer spending power and the economic health of key markets. BYD's growth trajectory has
demonstrated resilience amidst global economic volatility. This section explores BYD's strategic
initiatives in response to economic conditions, such as adaptive pricing strategies and market
diversification, which have helped sustain its growth and profitability in fluctuating economic
climates [2].

2.3. Social Factors

Social attitudes towards environmental sustainability significantly impact the adoption rates of
NEVs. BYD has effectively capitalized on growing environmental awareness, aligning its brand with
green innovation. This section delves into BYD's marketing strategies and corporate social
responsibility initiatives that enhance its brand image and foster strong customer relationships,
thereby supporting broader market acceptance and loyalty [3].

2.4. Technological Factors

Technology innovation is crucial to maintaining competitiveness in the NEV market. BYD has
been at the forefront of several technological advancements, particularly in battery technology and
electric drivetrains, which are central to the efficiency and performance of EVs. This section discusses
BYD's R&D efforts, patent portfolios, and collaboration with tech companies and research
institutions to spearhead innovations that maintain its industry leadership [4].
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3. Financial Analysis

3.1. Revenue

As shown in figure 1, in the fiscal year 2023, BYD's revenue displayed a year-over-year increase
of 42.04%, climbing to 6,023 million from the previous year's 4,241.2 million, reflecting robust
demand for the company’s products. This revenue surge was accompanied by a significant uptick in
total profits, which soared by 112.15% to 395.75 million.

A closer look at the operational metrics divulges that the gross profit has increased markedly, up
by 42.42% year-over-year, underlining improved efficiency in BYD’s production or a shift towards
more profitable products. This enhancement in gross profit has cascaded to an extraordinary leap in
operating profit, which has exploded by 360.53% compared to the previous year.

In scrutinizing the expense structure, the cost of sales has indeed burgeoned by 36.59%, indicating
an aggressive scaling of production in response to burgeoning demand. R&D expenses have also
surged, signaling BYD’s commitment to innovation and technological leadership in the NEV space.
These investments are evidently paying off, as the R&D to revenue ratio reflects substantial gains in
revenue exceeding the relative increase in R&D expenses.

Moreover, BYD has deftly managed its assets, showcasing an impressive 75.95% surge in net cash
flows from operating activities, ensuring that the company’s operational efficiency translates into
tangible financial liquidity.

However, the financial landscape is not without its challenges. BYD's financial expenses have
risen, indicating possible increased borrowing or higher leverage which the company must navigate
carefully to maintain its profitability and solvency.

Overall, the financial data paints a picture of BYD as a rapidly growing entity within the NEV
industry, with a financial structure that supports its aggressive expansion strategy while maintaining
healthy profitability. The balance between cost management and investment in growth appears to be
well-calibrated, suggesting that BYD is a company with solid financial foundations and a strategic
approach that could yield substantial returns for investors over the long term [5].
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Figure 1. Revenue of BYD from 2019-2023.

3.2. Profitability

As shown in figure 2, for FY 2023, BYD reported a net profit margin of 4.99%, showcasing a
decline from the previous year's 5.06%. This slight decrease in net profit margin suggests a more
competitive market or a rise in costs not wholly passed onto customers. However, despite this
contraction, the net profit margin remains within a range that is generally considered healthy in the
automotive and manufacturing sectors.
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Figure 2. Net profitability of BYD from 2019 to 2023.

A granular look at the financials reveals that gross profit rose by 42.42% over the year, indicating
that BYD is generating more profit per yuan of sales before expenses are taken out. Moreover, the
operating profit has remarkably increased by 360.53%, demonstrating BYD's ability to manage its
operating expenses effectively, translating operational efficiency into increased profitability.

The data also reflects that BYD's robust sales growth has not come at the cost of profitability, as
evidenced by the substantial increases in both gross and operating profits. These figures are indicative
of BYD's capability to control costs, scale operations, and perhaps most critically, leverage
technological advancements to improve margins.

While the company's cost of sales has increased, this is aligned with revenue growth, implying that
BYD is scaling its operations while maintaining cost efficiency. The R&D investments have
significantly increased, a positive sign for the company's long-term competitiveness and commitment
to innovation.

In summary, despite a marginal decrease in the net profit margin, BYD's overall profitability
metrics paint a picture of a company successfully expanding while managing costs. The increases in
gross and operating profit, alongside controlled costs of sales and aggressive R&D investments,
suggest that BYD's strategies are yielding financial efficiency. This financial efficiency, paired with
a stable profit margin in a competitive industry, supports a positive outlook for BYD's continued
growth and profitability.

3.3. Cost Structure and Asset Management

Analyzing BYD's cost structure reveals substantial investments in manufacturing and operational
capacities. Manufacturing costs rose to 4805 billion RMB in 2023 from 3518 billion RMB in 2022,
indicating aggressive production scale-up to meet growing demand. Similarly, sales and
administrative expenses have also seen a significant increase. This section evaluates how BYD
manages its costs and assets to maximize efficiency and profitability, detailing specific strategies such
as supply chain optimization and technological upgrades in production processes [6].

3.4. Key Indicators

BYD Company Limited's key financial indicators from recent years exhibit a company navigating
through a period of dynamic growth and strategic adjustments. The Return on Equity (ROE) has seen
some volatility, with a peak at 22.10% in FY 2021, followed by a dip and a subsequent stabilization
around 14.79% in FY 2023. This reflects BYD’s strategic earnings management and equity financing
choices. The Return on Assets (ROA) mirrored this trend, suggesting an efficient but fluctuating use
of assets to generate earnings. The company’s asset turnover ratio improved significantly, indicating
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better revenue generation from assets, which, when combined with a slightly increased equity
multiplier, points to a careful use of leverage to finance growth.

The operating margin growth suggests strong operational control, with the company improving its
ability to convert sales into profits. Meanwhile, an enhanced interest coverage ratio implies that BYD
is comfortably servicing its debt, which is particularly commendable given the context of increased
financial leverage. Overall, the financials indicate that BYD is striking a balance between leveraging
opportunities for expansion while maintaining its financial health, a sign of sound strategic
management in the competitive and fast-evolving NEV industry.

4. Strategic Positioning and Corporate Culture

4.1. Strategic Market Position

BYD has strategically positioned itself not only in China but globally, capturing significant market
shares in various regions. This section analyzes BYD's competitive and strategic group positioning,
comparing it with key competitors like Tesla and Nio, and discussing its strategic moves, such as
entering new markets and expanding product offerings [7].

4.2. Corporate Culture and Human Resources

BYD's corporate culture emphasizes innovation, sustainability, and employee welfare. This final
section explores how BYD's HR strategies are aligned with its business goals, focusing on talent
acquisition, training, and development, which are pivotal for sustaining innovation and competitive
advantage[8].

4.3. Financial Risks and Mitigation Strategies

Despite its strong financial performance, BYD faces several risks, including dependency on
market conditions, regulatory changes, and technological disruptions [9]. This section outlines these
risks and examines BYD's strategies for risk mitigation, such as diversification, technological
innovation, and strategic alliances, to ensure financial stability and continued growth [10].

5. Conclusion and Recommendations

This comprehensive study utilized a PEST analysis and financial review to evaluate the investment
potential of BYD Company Limited. The PEST analysis highlighted BYD's effective navigation of
political landscapes, economic resilience, strong social reputation for sustainability, and
technological innovations which bolster its market position. Financially, BYD has demonstrated
robust growth and profitability, even in challenging economic conditions. The company's strategic
market positioning and corporate culture, emphasizing innovation and employee welfare, further
enhance its competitive advantage. These findings indicate that despite market uncertainties, BYD
represents a sound investment opportunity with promising prospects for sustained growth. Investors
are encouraged to consider BYD for its innovation capabilities, global market expansion potential,
and operational efficiencies, which are likely to yield significant returns.

In light of the social and environmental paradigm shift, further investment in marketing BYD’s
commitment to sustainability could deepen customer loyalty and market penetration. Technologically,
a continued focus on R&D will cement BYD’s position as an innovator. Financial prudence will be
pivotal; thus, optimizing the cost structure, even as revenues rise, will help improve net profit margins.
Moreover, enhanced asset management strategies and a careful approach to leveraging could boost
ROA and investor confidence, ensuring BYD’s robust financial health is maintained.
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