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Abstract: Against the backdrop of environmental degradation, green energy transformation 

is a strategic measure to address climate change and promote green development. The new 

energy vehicle industry is experiencing an unprecedented period of rapid growth. As a leading 

player in this sector, BYD's development is virtually representative of the Chinese new energy 

vehicle industry. SWOT analysis, financial analysis, and valuation analysis are crucial criteria 

for assessing the development status of a company. Through the analysis of profitability, 

operational capability, and P/E ratio data, the development status, operational capability, 

market competitiveness, and growth potential of a company can be directly reflected. The 

results show vertical integration of supply chain and cost advantage is the main strength of 

BYD, however it has the weakness of excessive dependence on Chinese government 

subsidies. From the perspective of financial performance, it has great profitability and its 

operating capacity situation is good. Moreover, the valuation shows it is worth for investment. 

This provides decision-makers with information and suggestions on enterprise management, 

investment, and financing, helping investors and managers make rational decisions.  
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1. Introduction 

As the global climate and environment deteriorate, the new energy industry, as a key area for 

accelerating energy conservation and emission reduction, has received strong support from many 

countries. The "Development Plan for the New Energy Vehicle Industry (2021-2035)" released by 

the General Office of the State Council of China in November 2020 emphasizes the need to better 

leverage the government's role in strategic planning, assist the new energy vehicle industry in 

enhancing technological innovation, shaping new industrial forms, and improving infrastructure. In 

recent years, the market size of the new energy vehicle industry has seen substantial growth. As a 

typical representative of the new energy vehicle industry, BYD's sales volume of new energy vehicles 

has been increasing year by year. In 2023, BYD sold 3,024,417 vehicles, a year-on-year increase of 

61%. Simultaneously, BYD's stock price has been consistently rising, garnering significant attention 

from investors. 

New energy enterprises, represented by BYD, have actively responded to the call, utilizing green 

bond financing for low cost and high efficiency, and have achieved a good reputation [1]. Meanwhile, 

BYD's engineers specialize in intelligent driving technology and have achieved certain 

accomplishments, becoming the first automotive enterprise in the country to obtain an L3-level test 
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license [2]. Under the dual effects of the current economic downturn and subsidy reduction policies, 

BYD has demonstrated strong resilience and development potential, yet there remain issues of 

inefficiency. [3] Through analysis of the usage patterns among its electric vehicle users, it is evident 

that BYD's electric vehicles suffer from significant shortcomings, including poor safety performance 

and inadequate charging infrastructure. As the market continues to grow and segments emerge, a 

diversified development strategy for electric vehicles will become the focal point of BYD's future 

growth [4]. In terms of investment management, the company faces challenges with its fund 

management systems, necessitating the formulation of appropriate risk prevention and control 

measures [5]. 

Regarding investment value, the Ideal Automobile Company needs to optimize its supplier 

management practices [6] and enhance competitiveness through a combination of strategic 

cooperation and technological innovation [7]. Tesla Motors needs to increase communication with 

upstream and downstream enterprises, address product quality issues [8], continue with precise 

market positioning and innovative marketing strategies, and prioritize consumer demand [9]. Weilai 

Company should promptly establish a financing risk management system and enhance the 

management of accounts receivable and inventory [10]. Moreover, small and medium-sized new 

energy automobile enterprises such as Xiaopeng and Zero Run should implement comprehensive 

fund management and strengthen financial performance evaluation [11]. 

Based on existing literature research, this article adopts three methods SWOT analysis, financial 

analysis, and valuation analysis for analysis. Through these studies, reference can be provided for 

investor decision-making and enterprise development issues. At the same time, it can also further 

supplement important research on BYD and investment value-related fields. 

2. Method 

2.1. SWOT 

SWOT analysis was proposed by American scholar Albert S. Humphrey in the 1960s. SWOT is the 

acronym for Strengths, Weaknesses, Opportunities, Threats, and Strengths refers to the internal 

strengths and advantageous factors of a company or individual, including unique skills, resources, 

brand reputation, etc.; Weaknesses refers to the internal weaknesses and shortcomings of a company 

or individual, which may help achieve goals and gain competitive advantages; Weaknesses refers to 

the internal weaknesses and shortcomings of a company or individual, which may help achieve goals 

and gain competitive advantages. Strength refers to the internal advantages and advantageous factors, 

including unique skills, resources, brand reputation, etc., which can help to achieve goals and achieve 

competitive advantage; Weaknesses refers to the internal weaknesses and shortcomings of the 

enterprise or individual, which may hinder the realization of goals or lead to competitive 

disadvantages, including poor management, shortage of resources, technological backwardness, etc.; 

Opportunities refers to the external environment. Favorable conditions and opportunities that exist in 

the external environment, can be used to take advantage of existing strengths and resources, and seize 

the opportunity to achieve the development and growth of the individual or organization; Threats 

refer to the disadvantages and potential threats that exist in the external environment, which may pose 

a threat to the development and survival of the enterprise or individual in terms of various factors. 

Using SWOT analysis BYD can analyze the strengths, weaknesses, opportunities, and threats of the 

internal and external environments, which can help it to comprehensively solve its situation, including 

internal resources and capabilities as well as the influencing factors of the external environment. At 

the same time, SWOT analysis can also provide an important reference for strategy development. By 

identifying its strengths and opportunities, it can formulate smarter development strategies; at the 
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same time, by recognizing its weaknesses and threats, it can take corresponding countermeasures to 

solve problems and improve competitiveness. 

2.2.  Financial analysis 

Financial analysis is a process of quantitative and qualitative analysis of an enterprise's financial 

condition, operating performance, and future development trends. By collecting, organizing, 

analyzing, and interpreting the financial statements and other financial data of an enterprise, financial 

analysis mainly adopts profitability indicators, operating ability indicators, and solvency indicators 

to analyze to assess the profitability, solvency, operating efficiency, and growth potential of an 

enterprise and to provide decision-makers with information and suggestions about the enterprise's 

business management, investment, and financing. 

2.3. Valuation analysis 

Valuation analysis refers to the process of determining the reasonable market value or intrinsic value 

of an enterprise, asset, or investment project through quantitative and qualitative analysis. This 

analysis is usually based on financial data, market conditions, industry outlook, and other factors, and 

uses different valuation methods and models, such as the discounted cash flow method, price-earnings 

ratio method, price-net ratio method, etc., to assess the value of the object being analyzed. Valuation 

analysis is widely used in scenarios such as investment decisions, asset pricing, M&A transactions, 

and equity incentives to help investors and business managers make rational decisions. 

3. Results and Discussion 

3.1. SWOT analysis results 

3.1.1. Strengths 

This paper analyzes the strengths of BYD and finds three areas of strengths, which include vertical 

integration and cost analysis, market leadership on a global scale, and leading technological 

capabilities. 

(1) Vertical integration and cost advantage. BYD owns and operates its entire supply chain, 

reducing the complexity of price increases and negotiations related to external suppliers, to solve 

problems faster and flexibly adapt to market demand. This vertical integration not only cuts costs but 

also gives BYD absolute control over quality and consistency, reducing the risk of component defects 

or production bottlenecks. 

(2) Global market leadership. In terms of EV sales in the last quarter of 2023, BYD surpassed 

Tesla, selling a record 526,000 pure battery vehicles. Market leadership gives BYD brand recognition 

and prestige. Consumers around the world equate the brand with advanced EV technology and 

reliability, which increases trust and willingness to buy. This reputation facilitates entry into new 

markets and attracts potential customers and investors. 

(3) Leading technical capabilities. BYD devotes significant resources to internal research and 

development, with greater control and flexibility in innovation. Numerous R&D centers work with 

leading academic institutions to foster a progressive culture. BYD's patent portfolio is impressive, 

especially in battery technology. One of BYD's most important technological achievements is the 

blade battery, a lithium iron phosphate (LFP) battery with higher safety, longer service life, and higher 

energy density. This innovation not only reduces production costs but also improves vehicle range 

and safety, providing consumers with a convincing advantage. 
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3.1.2. Weaknesses 

The three main aspects of its vulnerability analysis are brand image related to the perception of low 

quality in China, over-reliance on the domestic market, and reliance on government subsidies. 

(1) Brand image is related to the perception of low quality in China. The negative image of low 

cost and low quality associated with the quality of Chinese manufacturing has been deeply rooted in 

the minds of global consumers. This is a significant barrier to BYD's efforts to establish itself as a 

premium EV brand, especially in developed markets. This perception could lead to initial skepticism 

among potential buyers, which could influence purchasing decisions. 

(2) Overdependence on the domestic market. the Chinese EV giant derives 70.43% of its revenues 

from the domestic market in 2021, and its dependence on the domestic market further increases to 

78.43% in 2022. The company's over-reliance on the domestic market is a potential weakness. Over-

reliance on a single market carries inherent risks. China's domestic economic volatility could severely 

impact BYD's performance while creating geopolitical vulnerabilities. Tensions between China and 

other countries could lead to trade barriers or restrictions that could disrupt BYD's supply chain or 

access to export markets. Overdependence on a single market makes BYD vulnerable to external 

factors beyond its control. 

(3) Dependence on Chinese government subsidies for electric vehicles. From the beginning, 

government subsidies have played a key role in BYD's success. These financial incentives artificially 

lowered the cost of electric vehicles. In addition, the subsidies have helped BYD invest heavily in 

R&D, driving its technological progress and consolidating its leadership position in the domestic 

market. However, such subsidies to the government are not guaranteed to last forever. Changes in 

government policies or economic priorities may lead to a reduction or even complete elimination of 

subsidies which would seriously affect BYD's profitability and competitiveness. 

3.1.3. Opportunities 

There are three main areas of opportunity: international market expansion, the growing popularity of 

electric vehicles, and technological advances. 

(1) International market expansion. With environmental concerns and policy support, the global 

EV market is booming, offering lucrative opportunities outside of China's saturated market. By 

entering new markets, BYD can gain access to millions of potential customers and significantly 

increase its sales, driving its global market share and brand awareness. In addition, different markets 

provide insights into different consumer preferences and driving conditions, enabling BYD to 

customize its products and develop new models that meet the needs of specific regions. In addition, 

international expansion can diversify BYD's revenue streams and reduce the risk of relying solely on 

the Chinese market. Geopolitical tensions or an economic downturn within China could have a 

significant impact on its domestic performance. 

(2) Electric cars are increasingly popular. Growing environmental awareness among global 

consumers has fueled demand for cleaner alternatives like electric cars, creating a huge and expanding 

market. BYD already has a reputation for innovation and sustainability and is well-positioned to 

capitalize on this growing demand. BYD's focus on clean energy solutions and its commitment to 

reducing emissions have resonated with environmentally conscious consumers, boosting its brand 

image and sales numbers. In addition, the policies of governments around the world are actively 

promoting the adoption of electric vehicles. The policy has further stimulated consumer demand and 

encouraged automakers to invest in the development of electric vehicles. With its existing 

infrastructure and advanced technology, BYD can easily adapt to these policy changes and benefit 

from the government's efforts to promote the widespread adoption of electric vehicles. 
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(3) Technology Advancement. Embracing cutting-edge technology provides BYD with a once-in-

a-lifetime opportunity to solidify its position as a global leader in the electric vehicle race. Advances 

in battery technology are the cornerstone of BYD's future growth. Its proprietary blade batteries offer 

greater safety, longevity, and energy density than traditional lithium-ion batteries. Continued research 

and development in this area, exploring solid-state batteries and other next-generation solutions, is 

critical to maintaining a competitive edge and extending range while reducing charging time. 

Investing in robust battery management systems that optimize performance and lifetime will further 

improve the efficiency and attractiveness of the overall electric vehicle. 

3.1.4. Threats 

The main threats are the procurement of key components and the global economic slowdown. 

(1) Procurement of key components. Although BYD is vertically integrated and produces batteries 

and semiconductors in-house, it still relies on external suppliers for key components such as chips, 

rare earth minerals, and battery materials. Shortages and price volatility in these areas could 

significantly impact production costs and schedules, potentially derailing BYD's ambitious growth 

plans. The issue is also affected by several factors. The global chip shortage continues, affecting the 

global industry, including electric vehicles. Geopolitical tensions, particularly between the United 

States and China, further complicate the issue and could disrupt access to key minerals and 

technologies. In addition, the growing global demand for electric vehicles is putting enormous 

pressure on the limited supply of key materials, pushing up prices and creating bottlenecks. 

(2) Global economic slowdown. The global economic slowdown, characterized by reduced 

consumer spending and business investment, could have a significant impact on BYD's growth 

trajectory. Consumers facing tighter budgets may delay purchasing luxury items such as electric 

vehicles, which would directly impact BYD's sales. Companies tightening their belts may delay fleet 

electrification plans, further dampening demand. The impact of the downturn is not limited to direct 

sales. Access to capital may become more difficult, which will hinder BYD's investment in R&D, 

which is critical to maintaining its technological edge. Rising interest rates could increase the debt 

burden, affecting profitability and limiting expansion plans. 

3.2. Financial analysis results 

3.2.1. Profitability analysis (benefit analysis) 

This paper uses the proportion of accounts receivable in business income to analyze BYD's 

profitability, as shown in table 1, over the past three years, BYD's proportion of accounts receivable 

in business income has gradually declined, indicating that the company's business income has 

gradually become faster and faster, and also reflects the company's strict credit policy; It can be seen 

that the proportion of accounts receivable in operating income of the company is less than 10% in 

2022 and 2023, which proves that the financial situation is better. 

Table 1: Proportion of accounts receivable in operating income from 2021-2023  

unit:% 

Project 2021 2022 2023 

The proportion of accounts 
receivable in operating income 

17.92 8.85 8.36 
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3.2.2. Analysis of operating capacity (efficiency analysis) 

As shown in figure 1, over the three years, BYD's current assets and part of its non-current assets are 

financed by current liabilities, and the other part of its non-current assets are financed by non-current 

liabilities and owner's equity. In other words, that is, short-term assets and some long-term assets are 

financed by short-term funds, and some other long-term assets are financed by long-term funds. It 

indicates that BYD belongs to the adventurous asset-liability term structure. It is characterized by the 

fact that since the cost of short-term funding is usually low and the risk is relatively high, this 

matching using more short-term funding is a riskier choice, making the company's return and risk 

higher. 

 

Figure 1: Changes in assets from 2021-2023 

3.2.3. Solvency analysis 

Short-term solvency analysis 

Factors affecting the company's liquidity and short-term solvency include current assets, current 

liabilities, working capital, and cash flow. This paper mainly analyzes the quick ratio and cash flow. 

(i) Quick ratio (acid test ratio) 

As shown in table 2, over the past three years, BYD's quick ratio has been declining year by year, 

and the annual average quick ratio is 0.56, indicating that BYD's short-term solvency is weaker; 

similar to the current ratio, the company's quick ratio may be artificially manipulated as well, 

therefore, it should be carefully identified during the analysis, and once manipulation is found to exist, 

adjustments should be made to recalculate the quick ratio. 

Table 2: Proportion of quick ratio from 2021-2023 

unit:% 

Project 2021 2022 2023 

Quick Ratio 0.72 0.49 0.47 
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(ii) Cash flow ratio 

As shown in table 3, in the past three years, BYD's cash flow ratio is not high, and first rises and 

then will be no more than 1. From the point of view of cash flow to current liabilities, BYD's short-

term solvency situation is not very satisfactory; 

Table 3: Cash flow ratios from 2021-2023 

unit:% 

Project 2021 2022 2023 

Cash Flow Ratio 0.38 0.42 0.37 

3.3. Valuation results 

In this paper, we use the price-earnings ratio method, price-to-book ratio, and price-to-sales ratio to 

analyze the valuation of BYD Company. The results are shown in table 4. 

Table 4: Analysis results of BYD's P/E ratio, P/B ratio, and P/S ratio on September 30, 2022 

2022.9.30 P/E Ratio P/B Ratio Sales Ratio 

BYD 

BYD's P/E ratio is 134.20, the rolling P/E 
ratio of the 
automotive industry is 28.91, and the median 
rolling P/E ratio of Listed Companies in the 
automotive industry is 41.97. Compared with 

industry data, BYD's valuation is relatively 
high. However, because the automobile sector 
is a traditional industry, the valuation of new 
energy vehicles can not be evaluated only by 
the P/E ratio, but also by the future 
automobile delivery volume. Now BYD is 
facing a critical period of upgrading, with 

large fluctuations in profits. It is not known 
whether it can maintain high growth in sales 
and double growth in revenue and profits in 
the future. If its high growth trend is 
unsustainable, BYD's valuation may be 
sharply lowered. 

As of September 30, 
2022, BYD's P/B 
ratio was 7.59, the 
automotive 
industry's P/B ratio 
was 2.18, and the 
median P/B ratio of 

Listed Companies in 
the automotive 
industry was 2.27. 
Compared with 
industry data, BYD's 
investment value is 
relatively low. 

 

BYD's market-to-sales 

ratio is 2.66. The 
market-to-sales ratio 
can be used to determine 
the value of stocks 
relative to past 
performance, but it is 
difficult to reflect 
changes in costs. BYD 

has developed rapidly in 
recent years, investing a 
lot of costs in scientific 
and technological 
research and 
development, and 
judging its valuation 

only by the market sales 
rate is somewhat one-
sided. 

4. Conclusion 

In conclusion, this paper uses the methods of SWOT analysis, financial analysis, and financial 

analysis to analyze the investment value of BYD. The results show that in the SWOT analysis, its 

main advantages are vertical integration of supply chain and cost advantage, leadership in the new 

energy market, leading technological capabilities and internal development of resources, weak brand 

image and low-quality stereotypes in China, excessive dependence on the domestic market and 

dependence on Chinese government subsidies. The opportunities include the expansion of the 

international market for new energy, the improvement of the popularity of electric vehicles and 

technological progress, as well as the threats of key parts procurement and the slowdown of the global 

economy; From the perspective of financial performance, we can see that its profitability is strong, 

its financial situation is good, and its operating capacity situation is good. However, due to the risky 
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choice of short-term capital cooperation, the company's earnings and risks are high. Through the 

analysis of quick ratio and cash flow ratio, we can see that BYD's short-term solvency is weak; From 

the valuation analysis, it shows a state of high valuation in the industry as a whole. 

The results of this paper have two main implications: the first is to provide investors with a clearer 

and comprehensive understanding of BYD's financial indicators, operating conditions, and industry 

environment, to provide corresponding reference for them to make investment decisions; Another 

enlightenment is that for BYD itself, it can help it look at its problems more objectively and fully, to 

provide reference and reference for improving and enhancing its ability to cope with challenges and 

threats and increasing market share in the follow-up operation. 

Although BYD has a more comprehensive analysis through SWOT analysis, financial analysis, 

and valuation analysis, this paper only analyzes from the micro perspective, such as the environment 

faced by the enterprise itself, and considers less from the macro perspective, such as the trend of the 

whole economic market, macroeconomic factors and so on. In the follow-up research, it needs to be 

further expanded. 
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