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1 Introduction 

  Financial analysis is an important process for managers and investors to evaluate a 

company’s financial position. It is efficient to know the current situation and prospective of a 

company by many different financial analysis methods. 

  The aim of this bachelor thesis is assessment of financial position of Toyota Motor 

Corporation during selected years using selected financial analysis methods. 

  Toyota Motor Corporation is Japan's largest automotive company and one of the top ten 

automotive industry companies in the world. Toyota Motor's industrial chain covers all aspects 

of the automotive industry from upstream raw materials to downstream logistics. Besides, based 

on the future of the automotive industry, Toyota Motor is continuously investing in the field of 

environmental protection and new energy, becoming the leader in environmental protection 

cars. It’s helpful to know how a company succeed in the world by analyzing its financial 

position.  

  There are five chapters included in this thesis: Introduction; Description of the financial 

analysis methodology; Characterization of Toyota Motor Corporation; Practical application of 

financial analysis and evaluation findings; Conclusion. 

  Chapter 1 is an introduction of the whole thesis. This part mentions the topic and aim of the 

thesis and have a brief introduction about the selected company and each chapter. 

  Chapter 2 is the theoretical part which describe three basic financial statements and 

methodologies of financial analysis, which will be applied in chapter 4. There are three financial 

statements, which are balance sheet, income statement, and cash flow statement. Besides, there 
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are three main financial analysis methods, including common-size analysis and financial ratio 

analysis. At last, it also involves pyramidal decomposition of return on equity. 

  In chapter 3, there is a description about characterization of Toyota Motor Corporation. We 

should know some basic and comprehensive information about Toyota Motor, such as its 

overview, major events, involved business fields of industries, and so on. As a result, the 

chapter 3 introduces the Toyota Motor’s background and financial characteristics. 

  Chapter 4 is the practical part, which is the most important part of this bachelor thesis. We 

will use methods of chapter 2, the theoretical part, to analyze the financial performance of 

Toyota Motor Corporation during 2012 to 2016. As a result, it makes a comparison of financial 

position in every fiscal year and find out which year has the better performance of Toyota Motor 

Corporation. At last, we will summarize the financial position of Toyota Motor Corporation 

and give some suggestions. 

  In chapter 5, we will make a conclusion of the whole bachelor thesis. 
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2 Description of the Financial Analysis Methodology 

2.1 Definition and goals of financial analysis  

  Financial analysis is an economic management activity based on accounting, reporting data 

and other relevant information of enterprise or other economic organization to analyze and 

evaluate past and present financing, investment and operating activities. Steven Bragg (2017) 

argues that financial analysis is the examination of financial information to reach business 

decisions. 

  It provides accurate information or basis for corporates, investors, creditors, managers and 

other organizations or individuals concerned about some enterprise to understand the 

background, evaluate the current situation and predict the prospect of company. 

  From perspective of corporation, financial analysis is applied to: 

  1) Forecast and supervise cash flow and the use of various funds of corporation in order to 

provide information and decision-making support for the fund operation, dispatch and 

coordination.  

  2) Analyze financial returns and risks of company to offer suggestion of establishment and 

adjustment of business development and financial management policy system. 

  3) Participate in sales and production financial forecast, budget execution analysis and 

performance analysis, and provide professional analysis suggestion to give financial support 

for business decision-making. 
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  4) Participate in financial estimation, cost analysis and sensitivity analysis and formulate 

investment and financing projects in cooperation with higher authorities to prevent risks and 

maximize the benefits of company. 

  There are three sources of information for financial analysis: 

  a. Financial data (from balance sheet, income statement, cash flow statement, statement of 

stockholders’ equity.) 

  b. Market data (from securities prices, tax rate, inflation, industry statistics, etc.) 

  c. Economic data (GDP, producer price index, consumer price index, level of unemployment, 

interest rate.) 

  And there are four main methods: common-size analysis, financial ratios analysis, sensitivity 

analysis and pyramidal decomposition analysis.  

2.2 Financial statements 

  The financial statements are a set of accounting documents that reflect the financial 

performance of a business in the past financial period (mainly quarterly or annual) and the end 

of period. It is expressed as a quantified financial number. Financial statements help investors 

and creditors understand the state of the business and further help economic decision-making. 

Harold Averkamp (2017) argues that it is important to understand that most of the amounts 

contained in the financial statement resulted from recording past transactions. Hence the 

amounts may not be relevant for future decisions and will not indicate the corporation’s fair 

market value. Financial statements are selectively reported under generally accepted accounting 

principles and are approximations of real economic conditions. 
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2.2.1 Balance sheet 

  Balance sheet (statement of financial position) is one of the financial statements in 

accounting, commercial accounting or bookkeeping practice. It is tied with the income 

statement, cash flow statement and statement of stockholders equity to the four common 

accounting financial statements. Using the principle of accounting balance, balance sheet 

divides assets, liabilities, shareholders' equity trading subjects which are in line with accounting 

principles into "assets" and "liabilities and equity" two blocks. After entry, transfer, ledger, trial, 

adjusted accounting procedures and so on, based on a static business situation on a particular 

date, these data is condensed into a report. In addition to its functions of in-house debugging, 

business direction and malpractice prevention, balance statement also allows all readers in the 

shortest time to understand the business situation. 

  As far as the basic composition of a report is concerned, the balance sheet mainly includes 

the asset part and the part of the liability and shareholder equity. If recorded in full accordance 

with accounting principles, and after the correct entry or transfer trial process, the balance sheet 

will inevitably make the total amount of the left and right formula exactly the same. And this 

formula is: 

Total	Assets	 = 	Total	Liabilities	 + 	Total	Shareholders′	Equity         (2.1) 

2.2.2 Income statement 

  Income statement (or Statement of Comprehensive Income or Trading and Profit and Loss 

Account) is one of the common accounting financial statements. The income statement is 

important because it shows the profitability of a company during the time interval specified in 
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its heading, as argued by Harold Averkamp (2017). The partnership and limited company's 

income statement joins the appropriation account after calculating the net profit of the company 

to show how the company distributes the profit. In its most basic form, an income statement 

can be expressed as follows: 

      𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠	 − 	𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠	 = 	𝑁𝑒𝑡	𝐼𝑛𝑐𝑜𝑚𝑒/𝐿𝑜𝑠𝑠	                (2.2) 

  It should be noted that income statements are on accrual basis and very few institutions (such 

as non-profit making organizations) are accounted for on cash basis. 

2.2.3 Cash flow statement 

  Cash flow statement (or Statement of Cash Flows) shows the increase or reduction situation 

in cash (including bank deposits) in an institution for a fixed period of time (usually monthly 

or quarterly). The cash flow statement appears mainly to reflect the impact of each item in the 

balance sheet on the cash flow, and is divided into three categories of business, investment and 

financing according to its use. Cash flow statements can be used to analyze an agency in the 

short term whether there is enough cash or not to meet the expenses.  

2.3 Theoretical concept of financial analysis method 

  Financial analysis refers to the economic analysis of the economic activities after its 

completion to determine the next round of economic activities to achieve a more economical 

and reasonable requirements of a technical method.  
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  Among four common financial analysis methods, Common-size analysis, financial ratios 

analysis and pyramidal decomposition analysis are widely applied to economic analysis of 

company activities. 

2.3.1 Common-size analysis 

  Common size analysis is a method of comparing financial statements of different companies 

or financial statements of one company from different time periods.  

  A common-size financial statement is displays line items as a percentage of one selected or 

common figure. Creating common-size financial statements makes it easier to analyze a 

company over time and compare it with its peers. Using common-size financial statements 

helps investors spot trends that a raw financial statement may not cover, as argued by Ryan C. 

Fuhrmann (2016). 

  There are two types of common-size analysis: Vertical common-size analysis and horizontal 

common-size analysis. 

2.3.1.1 Vertical common-size analysis 

  Vertical common-size analysis is an analysis of the changes in the proportions of selected 

benchmarks (total revenues, total assets, total liabilities, etc.). It is often used in one basic 

financial statement and compare data with other companies. 

  In vertical analysis, every item in the financial statement is calculated as the percentage. It 

indicates the change of the relationship between every item and the total during a period. The 

vertical analysis selects a total item in the financial statement and restate the amount to be 100. 
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Then it calculates how much percent the other figures (net income, current assets, operating 

expenses, etc.) take of the base item. For example, in balance sheet, the current liabilities, long 

term debts and equities are expressed as a percentage of the total liabilities and shareholders’ 

equity. The horizontal analysis shows the economic variation of individual items of financial 

statements of a company.  

  When using the vertical analysis, the percentage is counted by using the following formula: 

   𝑝𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒	𝑜𝑓	𝑖𝑛𝑑𝑖𝑣𝑖𝑑𝑢𝑎𝑙	𝑖𝑡𝑒𝑚	 = 	 QRSTUV	SW	XUYXZXYT[\	XV]R
QRSTUV	SW	^[_]	XV]R

· 100         (2.3) 

2.3.1.2 Horizontal common-size analysis 

  Horizontal analysis is an analysis of evolution of financial statements data over the time with 

respect to a base period as a benchmark. As a result, it can compare the change of the data in 

different time periods. The earliest period is usually used as the base period and the items on 

the statements for other later periods are compared with items in the base period. 

  There are two ways to perform the horizontal analysis: Absolutely comparison and relative 

comparison. 

       𝐴𝑏𝑠𝑜𝑙𝑢𝑡𝑒	𝑐ℎ𝑎𝑛𝑔𝑒 = 𝐼[f − 𝐼[fgh = ∆𝐼[f,                 (2.4) 

                    𝑅𝑒𝑙𝑎𝑡𝑖𝑣𝑒	𝑐ℎ𝑎𝑛𝑔𝑒 = jklgjklmn
jklmn

= ∆jkl
jklmn

,                   (2.5) 

where 𝐼[f is value of selected item in actual period, 𝐼[fgh is value of selected item in the 

period before actual period. 

  The absolute change shows which value of item changes the most while the relative change 

can help us to compare data between different companies and different periods. So the 
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horizontal analysis will be efficient to analyze the trend of data and find out some potential 

economic opportunities for shareholders, investors and managers.  

2.3.2 Financial ratio analysis 

   Financial ratio analysis is an important tool to analyze economic activities to assess the 

financial health of the company. Ratios can provide two specific ways to carry out comparisons 

of company’s financial data. At first, we can analyze trends of the company by figuring out the 

ratios across time. Secondly, we will make a comparison between other competitive companies. 

  This part will briefly introduce four types of financial ratios: Profitability ratios, liquidity 

ratios, solvency ratios, assets management (or activity) ratios and capital market ratios. 

Resulting from it, we could get use of these ratios synthetically to examine financial information 

about the company’s operations and activities. 

2.3.2.1 Profitability ratios 

  Profitability ratios measure the ability to generate profit from invested capital in the form of 

return during a period. Analysts are used to examine how efficient the firm is by using margins 

and return-on-investment ratios. Usually, the higher the profitability ratios, the better 

competitive position the company has. 

  Margins can be applied to compare components of income with revenues. It reflects what 

makes up the company’s profit and is usually shown as a portion of revenues. 
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  Gross profit margin(GPM). It is the ratio of gross profit to revenues. Gross profit is the 

difference between revenues and the cost of goods sold. We use this ratio to figure out whether 

the company has the ability to pay its operating expenses and reserve funds for the future. 

                 𝐺𝑟𝑜𝑠𝑠	𝑝𝑟𝑜𝑓𝑖𝑡	𝑚𝑎𝑟𝑔𝑖𝑛 = pqS__	fqSWXV
rSV[\	q]Z]UT]

                    (2.6) 

  Operating profit margin(OPM). It shows the operating income (i.e. EBIT, or earnings 

before interests and taxes) to revenues. Operating income is income before interest and taxes. 

This margin measures operating profit per one unit of revenues and indicates how well the 

revenues are being generated and operating costs controlled. As a result, it shows how well the 

company manages its operations. The formula is shown below: 

             𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑝𝑟𝑜𝑓𝑖𝑡	𝑚𝑎𝑟𝑔𝑖𝑛 = tf]q[VXUu	fqSWXV
rSV[\	q]Z]UT]_

                (2.7) 

  Net profit margin(NPM). It shows the net income (i.e. net profit, EAT, or earnings after 

taxes) to revenues. This margin measures net profit as a percentage per one unit of revenues 

and indicates how much each dollar of revenues is left over after all costs and expenses. It is 

shown below: 

                𝑁𝑒𝑡	𝑝𝑟𝑜𝑓𝑖𝑡	𝑚𝑎𝑟𝑔𝑖𝑛 = v]V	XUwSR]
rSV[\	q]Z]UT]_

                     (2.8) 

  Pretax profit margin(PPM). It is expressed as earnings before taxes to revenues. It reflects 

the effect of leverage and other non-operating income or expenses on profitability. 

           				𝑃𝑟𝑒𝑡𝑎𝑥	𝑝𝑟𝑜𝑓𝑖𝑡	𝑚𝑎𝑟𝑔𝑖𝑛 = y[qUXUu_	^]WSq]	V[z]_
rSV[\	q]Z]UT]_

                 (2.9) 

   Return-on-investment ratios compare benefit generated from investments.  

  Operating return on assets. It shows the operating earnings to assets and measures 

operating profit as a percentage for every unit of company’s assets. 

   𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑟𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑎𝑠𝑠𝑒𝑡𝑠 = tf]q[VXUu	XUwSR]
rSV[\	[__]V_

               (2.10) 
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  Return on assets(ROA). It is the ratio of net income to total assets. It indicates the 

company’s net profit generated per dollar invested in total assets 

                    𝑅𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑎𝑠𝑠𝑒𝑡𝑠 = v]V	XUwSR]
rSV[\	[__]V_

                     (2.11) 

  Return on capital(ROC). It measures net income to total capital. It indicates that how 

effective a company is in turning capital into profits. 

   𝑅𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = v]V	XUwSR]
rSV[\	w[fXV[\

 ,                    (2.12) 

						𝑅𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = v]V	XUwSR]
jUV]q]_Vg^][qXUu	Y]^V{rSV[\	]|TXV}

            (2.13) 

  Return on equity(ROE). It shows net income to total equity. It is more specifically directed 

to the return to shareholders and represents a firm’s efficiency at generating profits from every 

unit of shareholders’ equity. The difference between the return-on-assets ratio and the return-

on-equity ratio is the investment that is considered, which means that the return on equity is 

affected by the financial leverage of the company. The formula is shown below: 

        𝑅𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑒𝑞𝑢𝑖𝑡𝑦 = v]V	XUwSR]
rSV[\	]|TXV}

                     (2.14) 

  In pyramidal decomposition analysis, we will discuss ROE in detail. 

2.3.2.2 Liquidity ratios 

  Liquidity ratios provides a measure of a company’s ability to meet its immediate or short-

term liabilities and obligations. It includes accounts payable, wage payable and current 

liabilities. There are three basic ratios: current ratio, quick ratio, and cash ratio. 

  Current ratio. It is the ratio of current assets to current liabilities. The ratio can measure 

amount of current assets for every unit in current (i.e. short-term) liabilities. 
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                   𝐶𝑢𝑟𝑟𝑒𝑛𝑡	𝑟𝑎𝑡𝑖𝑜 = ÅTqq]UV	[__]V_
ÅTqq]UV	\X[^X\XVX]_

                   (2.15) 

  Quick ratio. It is a more stringent test of company’s liquidity. The ratio indicates that a 

company’s ability to satisfy current liabilities with its most liquid assets. Because current assets 

are adjusted for inventories due to the fact, it is generally less liquid.  

                 𝑄𝑢𝑖𝑐𝑘	𝑟𝑎𝑡𝑖𝑜 = ÅTqq]UV	[__]V_gjUZ]UVSqX]_
ÅTqq]UV	\X[^X\XVX]_

 ,               (2.16) 

                 𝑄𝑢𝑖𝑐𝑘	𝑟𝑎𝑡𝑖𝑜 = Å[_Ñ{QwwSTUV	q]w]XZ[^\]_
ÅTqq]UV	\X[^X\XVX]_

                  (2.17) 

  Cash ratio. It shows the company’s ability to meet its current liabilities with cash and cash 

equivalents. Here we work with the assets that are in form of cash because marketable securities 

can be sold immediately at the market within a few hours or days. 

                𝐶𝑎𝑠ℎ	𝑟𝑎𝑡𝑖𝑜 = Å[_Ñ{Ö[qÜ]V[^\]	_]wTqXVX]_
ÅTqq]UV	\X[^X\XVX]_

                  (2.18) 

  Generally, the higher of the liquidity ratios are, the better the company meets its short-term 

obligation. However, if the company has more current assets than it needs, the company may 

be investing too much, therefore could not use its resources efficiently. 

2.3.2.3 Solvency ratios 

  We use solvency ratios, sometimes called financial leverage ratios, to assess company’s 

ability to meet its long-term obligations. As a result, solvency ratios can be applied by analysts 

to forecast the company’s future business prospects. There are two kinds of solvency analysis: 

component-percentage solvency ratios and coverage ratios. 

  Component-percentage solvency ratios are used to gauge how reliant a company is on debt 

financing. We calculate them by comparing the amount of the debt to the total capital or equity 

of the company. The amount of debt can be expressed as short-term or long-term liabilities. 
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  Debt-to-assets ratio. It shows proportion of the company’s assets is financed by total 

liabilities. 

                𝐷𝑒𝑏𝑡 − 𝑡𝑜 − 𝑎𝑠𝑠𝑒𝑡	𝑟𝑎𝑡𝑖𝑜 = rSV[\	Y]^V
rSV[\	[__]V_

                  (2.19) 

  Long-term debt-to-assets ratio. It shows the proportion of total assets financed with long-

term debt and shareholders’ equity. The long-term debt includes obligations more than one year. 

We use the long-term debt-to-assets ratio to compare the uses of debt and equity as sources of 

capital to finance the company’s assets. The higher long-term debt ratio means lower liquidity 

and weaker solvency the company has. 

      𝐿𝑜𝑛𝑔 − 𝑡𝑒𝑟𝑚	𝑑𝑒𝑏𝑡 − 𝑡𝑜 − 𝑎𝑠𝑠𝑒𝑡	𝑟𝑎𝑡𝑖𝑜 = àSUugV]qR	Y]^V
rSV[\	[__]V_

           (2.20) 

  Debt-to-equity ratio. It measures the percentage of total debts relative to equity capital.  

               𝐷𝑒𝑏𝑡 − 𝑡𝑜 − 𝑒𝑞𝑢𝑖𝑡𝑦	𝑟𝑎𝑡𝑖𝑜 = rSV[\	Y]^V
rSV[\	]|TXV}

                 (2.21) 

  Financial leverage. It shows the amount of total assets for each unit of equity. The higher 

leverage also means a higher risk. However, it can increase shareholders’ return sometimes. 

          𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙	𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒 = rSV[\	[__]V_
rSV[\	]|TXV}

                   (2.22) 

  In addition to the component-percentage solvency ratios, coverage ratios also measure the 

company’s ability to satisfy its debt obligations. There are two most common ratio analysis: 

interest coverage ratio and cash flow coverage ratio. 

  Interest coverage ratio. It tells the extent to which the company’s operating profit (i.e. 

earnings before interests and taxes, EBIT) is able meet current interest payments. 

      𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒	𝑟𝑎𝑡𝑖𝑜 = tf]q[VXUu	fqSWXV
jUV]q]_V	f[}R]UV_

                (2.23) 
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  Cash flow coverage ratio. Because earnings may not fully reflect available funds, we 

usually use cash flow coverage ratio, which measures the amount of a company’s cash flow 

generated from operations with its interest payments and taxes that cover its interest payments.  

    𝐶𝑎𝑠ℎ	𝑓𝑙𝑜𝑤	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒	𝑟𝑎𝑡𝑖𝑜 = tÅã{jUV]q]_V	f[}R]UV_{r[z	f[}R]UV_
jUV]q]_V	f[}R]UV_

 ,      (2.24) 

where OCF is Cash flow from operations. 

2.3.2.4 Assets management ratios 

  Assets management ratios, also known as activity ratios, are used to evaluate the company's 

investment in a particular assets relative to the revenues that the assets are generating and how 

well the assets are distributed. Assets efficiency utilization has a direct impact on liquidity. 

There are two basic types of activity measures: turnover ratios and number of days. 

  Turnover ratios are used to measure how many times during a specific period the company 

has efficiency used its assets to generate sales. 

  Inventory turnover (IT). It is a measurement of the number of times inventory is sold or 

used in a time period. So cost of goods sold also means turnover or total revenues. 

                 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 = rSV[\	q]Z]UT]_
jUZ]UVSq}

                   (2.25) 

  Accounts receivables turnover (ART). It is a tool to measure the total revenues to accounts 

receivables. It means how many times the accounts receivables are rolled over during one year. 

         𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠	𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 = rSV[\	q]Z]UT]_
QwwSTUV_	q]w]XZ[^\]_

            (2.26) 

  Total assets turnover (TAT). It is a ratio of revenues to total assets. It is an efficient ratio 

which tells how successfully the company is using its assets to generate revenues. 
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               𝑇𝑜𝑡𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 = rSV[\	q]Z]UT]_
rSV[\	[__]V_

                  (2. 27) 

  Working capital turnover (WCT). Working capital is the difference between current assets 

and current liabilities. With the working capital turnover, we can see how efficiently working 

capital is employed.  

             𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 = rSV[\	q]Z]UT]_
éSqÜXUu	w[fXV[\

 ,               (2.28) 

       𝑊𝑜𝑟𝑘𝑖𝑛𝑔	𝑐𝑎𝑝𝑖𝑡𝑎𝑙	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 = rSV[\	q]Z]UT]_
ÅTqq]UV	[__]V_gÅTqq]UV	\X[^X\XVX]_

         (2.29) 

  Number of days of inventory. We compute it by calculating the ratio of the amount of 

inventory on hand to the average day’s cost of goods sold (i.e. total revenues, turnover). 

       𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 = jUZ]UVSq}
QZ]q[u]	Y[}è_	q]Z]UT]_

 ,           (2.30) 

           𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 = jUZ]UVSq}∗ëíì
rSV[\	q]Z]UT]_

									          (2.31) 

  Number of days of receivables (i.e. average collection period, ACP). It means the length 

of time between a sale and the collection of the account receivable in cash. 

      𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠 = QwwSTUV_	q]w]XZ[^\]_
QZ]q[u]	Y[}è_	q]Z]UT]_

 ,          (2.32) 

      𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠 = QwwSTUV_	q]w]XZ[^\]_∗ëíì
rSV[\	q]Z]UT]_

	          (2.33) 

  Number of days of payables. It measures how long it takes a company to pay its short-term 

obligations from creating a payable to paying for it in cash. 

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑠 = QwwSTUV_	f[}[^\]_
QZ]q[u]	Y[}è_	fTqwÑ[_]_

 ,           (2.34)                          

	𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑠	 = QwwSTUV_	f[}[^\]_∗ëíì
rSV[\	q]Z]UT]_

              (2.35) 

   Operating cycle. Turnover ratios and number of days help us to measure how efficiently a 

company’s management puts adequate assets to use. Besides, there is a further way to evaluate 

the efficiency, which has the direct relationship with number of days. The operating cycle is 



 20 

the duration between the time a company makes an investment in goods and services and the 

time that investment produces cash. 

 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑐𝑦𝑐𝑙𝑒 = 𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 + 	𝐴𝐶𝑃         (2.36) 

  The number of days of payables tell us how long it takes the company to pay for purchases 

made to create the inventory. If we put these two pieces of information together, we can assess 

how long the company truly ties up cash. The net operating cycle is an estimate of how long it 

takes for the company to get cash back from its investment in inventory and accounts 

receivables, considering that purchases may be made on credit.  

𝑁𝑂𝐶 = 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑐𝑦𝑐𝑙𝑒 − 𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑜𝑓	𝑝𝑎𝑦𝑏𝑙𝑒𝑠	          (2.37) 

2.3.2.5 Capital market ratios  

  The ratios provide information for managers who are interested in evaluating the company’s 

performance and for creditors who are interested in the company’s ability to pay its obligations. 

These ratios translate the overall results of operations so that they can be compared the items 

of a share of a stock. 

  Earnings per share (EPS). It is the amount of net income earned during a period per share 

of common stock.  

𝐸𝑃𝑆 = v]V	XUwSR]	[Z[X\[^\]	VS	wSRRSU	_Ñ[q]YS\Y]q_
vTR^]q	SW	wSRRSU	_Ñ[q]_

                (2.38) 

  Price-to-earnings ratio (P/E, or PE ratio). It is the ratio of the price per share of common 

stock to the earnings per share. 

𝑃𝑟𝑖𝑐𝑒 − 𝑡𝑜 − 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠	𝑟𝑎𝑡𝑖𝑜 = Ö[qÜ]V	fqXw]	f]q	_Ñ[q]
y[qUXUu_	f]q	_Ñ[q]

             (2.39) 
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   A financial analyst often pays attention how much of a company’s earnings is paid out to 

investors. So there are two common measures addressing this issue: Dividends per share and 

the dividend payout ratio. 

  Dividends per share (DPS). It is the amount of dividends paid during a period per share of 

common stock. 

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	𝑝𝑒𝑟	𝑠ℎ𝑎𝑟𝑒 = ïXZXY]UY_	f[XY	VS	_Ñ[q]ÑS\Y]q_
vTR^]q	SW	wSRRSU	_Ñ[q]_

             (2.40) 

  Dividend payout ratio. It is the ratio of cash dividends paid to earnings for a period. 

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑	𝑝𝑎𝑦𝑜𝑢𝑡	𝑟𝑎𝑡𝑖𝑜 = ïXZXY]UY_	f]q	_Ñ[q]
y[qUXUu_	f]q	_Ñ[q]

                (2.41) 

  Dividends coverage. It calculates as net profit or loss attributable to ordinary shareholders 

by total ordinary dividend. The dividend cover formula is the inverse of the dividend payout 

ratio.  

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠	𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 = y[qUXUu_	f]q	_Ñ[q]
ïXZXY]UY_	f]q	_Ñ[q]

                 (2.42) 

  Dividend yield. It is one of the indicators that describe the relationship between the financial 

status of a company and the stock market price, that is, the income obtained in the year after 

the stock purchase. 

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑	𝑦𝑖𝑒𝑙𝑑 = ïXZXY]UY_	f]q	_Ñ[q]
Ö[qÜ]V	fqXw]	f]q	_Ñ[q]

                  (2.43) 

2.3.3 Pyramidal decomposition analysis 

  Pyramidal decomposition enables to analyze what drives the value of financial ratios. The 

principle of it is to express selected basic ratio as a product of component ratios. The 
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fundamental example of the pyramidal decomposition is the DuPont analysis, which means that 

ROE ratio is decomposed by three component ratios. 

           𝑅𝑂𝐸 = v]V	XUwSR]
y|TXV}

· ñ]Z]UT]_
rSV[\	[__]V_

· rSV[\	[__]V_
y|TXV}

                (2.44) 

  It can also be expressed as: 

   𝑅𝑂𝐸 = 𝑁𝑒𝑡	𝑝𝑟𝑜𝑓𝑖𝑡	𝑚𝑎𝑟𝑔𝑖𝑛 · 𝐴𝑠𝑠𝑒𝑡𝑠	𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 · 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙	𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒   (2.45) 

  If we want to separate the effects of taxes and interest, we can decompose the profit margin 

as follows: 

      𝑅𝑂𝐸 = yQr
yór

· yór
yójr

· yójr
ñ]Z]UT]_

 ,                     (2.46) 

	𝑅𝑂𝐸 = 𝑇𝑎𝑥	𝑏𝑢𝑟𝑑𝑒𝑛 · 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡	𝑏𝑢𝑟𝑑𝑒𝑛 · 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝑚𝑎𝑟𝑔𝑖𝑛       (2.47) 

  By decomposition of ROE, we can know the company’s ROE is influenced by its net profit 

margin, assets turnover and financial leverage. 
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3 Characterization of Toyota Motor Corporation 

  This chapter will introduce the basic information about Toyota Motor Corporation to 

analyze its financial position further. 

3.1 Overview of Toyota Motor Corporation 

  Toyota Motor Corporation, founded in 1933, is a Japanese automotive industry 

manufacturing company. It is Japan's largest and world’s fifth auto industry company. It is part 

of the Mitsui Industrial Finance Group. 

  In 2012, Toyota sold 9.73 million vehicles in total, sold 10.133 million vehicles in 2013, and 

sold 10.23 million vehicles in 2014, making it the first depot to reach an annual output of more 

than 10 million units. Toyota is also the parent company of the Lexus, Daihatsu and Hino Motor 

Corporations. 

3.2 Organizational structure of Toyota Motor Corporation 

  Under the Board of Directors, the Corporate Planning Committee considers growth strategies 

that weave in Toyota’s contributions to various social issues. Members of Toyota’s Executive 

Appointment Meeting, which is comprised of the Chairman, President, Executive Vice 

President in charge of Human Resources and an Outside Director, discuss recommendations to 

the Board of Directors concerning appointment of Members of the Board of Directors. Toyota 

has adopted an Audit & Supervisory Board system. Six Audit & Supervisory Board Members 

(including three Outside Audit & Supervisory Board Members) play a role in Toyota’s 
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corporate governance efforts by undertaking audits in accordance with the audit policies and 

plans determined by the Audit & Supervisory Board. 

  

Chart 3.1 Corporate Governance Organizational Structure 

 

Source: Toyota Motor’s official website 

3.3 Major events of Toyota Motor Corporation 

  In 2002, Toyota and Peugeot Citroen set up a joint venture Toyota Peugeot Citroen 

automobile Czech in the Czech Republic. Besides, In February 2005, it began production of the 

small cars Peugeot 107, Citroen c1, and Toyota Aygo. 

  In 2003, Energy diversification, CO2 emission reduction (prevention of global warming) and 

prevention of air pollution are the three most important areas for Toyota's environmental 

protection technology R&D. While reducing the fuel consumption of conventional generator 

vehicles, Toyota also develops all-around environmental protection vehicles such as plug-in 

hybrid vehicles (PHV), electric vehicles (EV), and fuel cell vehicles (FCV). 
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  In 2004, Toyota began producing cars in the UK. In order to contribute to the local economic 

and social development of different reading regions around the world and to meet the needs of 

those who wish to purchase Toyota cars, Toyota Motor has developed local vehicles that meet 

local needs in a variety of regions and countries. produce. In the future, in addition to Japan, 

the United States and Europe, it will also promote the environmentally-friendly cars that are 

needed by society in emerging countries, and will also strengthen the local production of global 

strategic vehicles and small vehicles. 

  In 2007, Toyota produced a partner robot that became practical. From the 1970s to the 1980s, 

the Toyota Group focused on the development of industrial robots. Toyota continuously 

improves the industrial robotics technology accumulated in factories, and integrates the cutting-

edge technology development in automobiles, IT, etc., and humankind coexist in society and 

can After the human-supplied robots entered the year 2000, Toyota began to study component 

technologies and released a research and development vision in 2007 to start practical research. 

  In 2012, Toyota made joint venture production in China. Toyota's plan to produce cars in 

China began in 1988 when it provided technical support for the Sea Lions model to Jinbei 

Automobile. For the first time in China, the Toyota-marked car was manufactured by Sichuan 

Toyota Motor Co, Ltd. in the year 2000. Today, Toyota has begun to produce a variety of 

models in China. 

  In 2012, besides, Toyota developed a continuously developing hybrid vehicle. Following the 

Prius, Toyota Motor also enriched the models of minivans, front- and rear-drive cars, trucks, 

SUVs, and compact hatchbacks, and further expanded the hybrid models of Lexus luxury cars. 

Since 2005, localized production has begun at the world's major bases. As of 2012, 18 types of 
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hybrid cars have been sold in about 80 countries and regions, and cumulative global sales have 

reached more than 4 million, accounting for approximately 15% of Toyota's global sales. 

3.4 Subsidiaries 

  There are three most well-known subsidiaries in Toyota Motor Corporation: Toyota 

Industries Corporation, Toyota Tsusho Corporation and Lexus Motor Corporation. 

3.4.1 Toyota Industries Corporation 

  For years, Toyota Industries Corporation has provided the world with a number of first-class 

products based on automatic looms, many of which have the largest market share in the world. 

For example, jet looms account for 39% of the world market (2002), compressors for 

automotive air conditioning account for 38% of the world market (2002), and forklifts account 

for 25% of the world market (2002). The company consists of eight departments including the 

Department of Mechanical and Electronic Systems, Industrial Machinery Division, Technology 

Development Center, Engine Division, Automotive Division, Compressor Division, Fiber 

Machinery Division and Toyota Material Handling Company. 

3.4.2 Toyota Tsusho Corporation 

  Toyota Tsusho Corporation is the core company of the Japan Toyota Group. It mainly deals 

with Toyota Motor's sales financial services and Toyota Group's overseas investment and 

trading business. As one of Fortune 500 companies in the world, Toyota Tsusho has 85 branches 

and offices throughout the world and is one of the top five general trading companies in Japan. 
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3.4.3 Lexus Motor Corporation  

  Lexus was founded in 1983 and is the world’s leading luxury car brand under the Japan 

Toyota Group. The brand took only a dozen years, and sales in North America surpassed that 

of Mercedes-Benz and BMW. Since 1999, the Lexus brand has been ranked number one in 

sales of luxury cars in the United States for 11 consecutive years. 

  In 2000, Lexus began to enter the field of sports luxury cars. In June of this year, the entry-

level high-performance sports sedan IS 300, a new member of the Lexus family, was launched 

into the US market. 

  While Lexus continued to open up markets around the world, it did not stop the pace of model 

research. In 2005, Lexus introduced the RX 400h, the world’s first hybrid SUV model. This car 

is equipped with a hybrid gasoline engine and an electric motor to increase power and fuel 

consumption. It also has more power than conventional gasoline engines or other power-driven 

cars. Low emission, its introduction indicates that the Lexus brand is facing the development 

of energy saving and environmental protection. 
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4 Practical Application of Financial Analysis and Evaluation Findings 

  This chapter is a practical part which extends Chapter 2 according to the characterization of 

Toyota Motor Corporation in Chapter 3. We will draw more attention to practical use of 

financial analysis methodology to assess Toyota Motor Corporation comprehensively. 

Meanwhile the main source of data is from Toyota Motor Corporation’s annual reports between 

2012 to 2016. 

4.1 Common-size analysis 

  In this part we will study about the balance sheet, the income statement and the cash flow 

statement of Toyota Motor Corporation from perspective of horizontal analysis and vertical 

analysis. 

4.1.1 Horizontal common-size analysis 

  Horizontal analysis focuses on absolute and relative change of items in three statements. The 

first period is between from 2012 to 2013. The last period is during 2016. As a result of that 

there are four periods during these five years. 

4.1.1.1 Horizontal analysis of balance sheet 

  It shows absolute and relative change of items in balance sheet of Toyota Motor Corporation, 

which is numbered as Table 4.1. 
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Table 4.1 Absolute and relative annual change in balance sheet (2012-2016) 

Source: Own calculation; Unit: Yen in millions 

 

  According to table 4.1, it indicates that all selected items of Toyota Motor Corporation was 

increasing highly year by year during 2012 to 2016. Especially from 2013 to 2014, the relative 

change was 16.78% of total assets, 15.45% of total liabilities and 19.15% of total equity. Also 

the table shows that the change of total assets is attributed to the change of total non-current 

assets to a great extent. The difference between the number of absolute change of assets and 

liabilities is equal to the absolute change of equity. That can prove Formula (2.1) in Chapter 2. 

Besides in the absolute change of assets, non-current assets accounted for a large proportion 

during these five years. 

  We continue to pay attention to the change in balance sheet of Toyota Motor Corporation 

from 2012 to 2016 in Graph 4.1.    

 

 

 2012-2013 2013-2014 2014-2015 2015-2016 

 absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

TA 4,832,352  15.77% 5,954,156  16.78% 6,292,357  15.19% (302,233) -0.63% 

TCA 1,463,701  11.88% 1,932,816  14.02% 2,218,691  14.12% 273,156  1.52% 

TNCA 3,368,651  18.38% 4,021,340  18.53% 4,073,666  15.84% (575,389) -1.93% 

TL 3,125,974  15.96% 3,508,025  15.45% 3,864,015  14.74% (743,090) -2.47% 

TCL 1,130,946  9.60% 1,768,165  13.69% 1,750,811  11.93% (307,040) -1.87% 

TNCL 1,995,028  25.57% 1,739,860  17.76% 2,113,204  18.32% (436,050) -3.19% 

TE 1,706,378  15.42% 2,446,131  19.15% 2,428,342  15.96% 440,857  2.50% 
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Graph 4.1 Absolute change in balance sheet (2012-2016) 

 

Source: Own elaboration; Unit: Yen in millions 

 

  From these two charts (Table 4.1 and Graph 4.1), we will figure out that during fiscal 2012 

to 2015, the amount of all selected items increased year by year. Particularly the relative change 

of total non-current liabilities (i.e. total long-term liabilities) increased rapidly, 25.57% during 

2012 to 2013 and 18.32% during 2014 to 2015. While from 2015 to 2016, the increasing speed 

of total current assets and total equity became slower much and the change of the rest of selected 

items even decreased, which were attributed to the decrease of gross sales all over the world 

and reduction of financial service assets resulting from acquisition of Daihatsu Motor 

Corporation. During 2016, Toyota maintained a strong sales momentum in Europe and Asia, 
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while sales in the North American and Middle East markets fell, especially in the most 

important US market. Sales volume fell by 2%. Due to the drop in international oil prices, the 

demand for large-sized vehicles such as sport utility vehicles (SUVs) in the North American 

market increased, affecting the sales of cars. 

4.1.1.2 Horizontal analysis of income statement 

  Then we will discuss horizontal analysis of income statement. And it is shown in Table 4.2. 

 

Table 4.2 Absolute and relative annual change in income statement (2012-2016) 

 2012-2013 2013-2014 2014-2015 2015-2016 

 absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

absolute 

change 

relative 

change 

TR 3,480,539  18.73% 3,627,719  16.44% 1,542,610  6.00% 1,168,597  4.29% 

TOE (2,515,278) 13.80% (2,656,495) 12.81% (1,084,158) 4.63% (1,065,190) 4.35% 

TOI 965,261  271.43% 971,224  73.53% 458,452  20.00% 103,407  3.76% 

EBIT 1,004,594  159.31% 1,124,288  68.76% 441,917  16.01% 111,107  3.47% 

ITE (289,414) 110.35% (216,122) 39.17% (125,661) 16.37% 15,200  -1.70% 

IE (36,576) 43.16% (47,210) 38.91% 33,963  -20.15% 13,049  -9.70% 

EAT 678,604  239.32% 860,956  89.48% 350,219  19.21% 139,356  6.41% 

Source: Own calculation; Unit: Yen in millions 

 

  From the table 4.2, it can be easily seen that there is high development from 2012 to 2013, 

which is shown by the relative change of total operating income and net income, particularly 

total operating income increased 271.43% during 2013. Meanwhile income tax expenses took 

great account for earnings before interest and taxes and it grew rapidly from 2012 to 2013. 
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Graph 4.2 Absolute change in income statement (2012-2016) 

 

Source: Own elaboration; Unit: Yen in millions 

 

  From the graph 4.2, it is obvious that development speed of all selected items reduced, 

especially in 2015 and 2016. Also we can see that during 2015 to 2016, income taxes decreased, 

which indicates that Toyota Motor preferred to allocate net profit to reinvest to reduce income 

tax expenses. It’s a usual way today for big companies to maintain a company’s operation. 

4.1.1.3 Horizontal analysis of cash flow statement 

  Cash flow statement can be divided into three parts by type of activities, including operating 

activities, investing activities and financing activities. 
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Table 4.3 Cash flow in different activities (2012-2016) 

Source: Own elaboration; Unit: Yen in millions 

 

Table 4.4 Absolute and relative annual change in cash flow statement (2012-2016) 

Source: Own calculation; Unit: Yen in millions 

 

  From table 4.4, it’s obvious that there was a floating process during 2012 to 2014. Cash flow 

from three main economic activities all had a huge change. In addition, as an international 

 2012 2013 2014 2015 2016 

Net CF from operating 

activities  

1,452,435  2,451,316  3,646,035  3,685,753  4,460,857  

Net CF used in investing 

activities  

(1,442,658) (3,027,312) (4,336,248) (3,813,490) (3,182,544) 

Net CF from/used for 

financing activities 

(355,347) 477,242  919,480  306,045  423,571  

Effect of exchange rate 

changes 

(55,939) 137,851  919,480  65,079  199,871  

Total CF (401,509) 39,097  322,873  243,387  654,871  

 2012-2013 2013-2014 2014-2015 2015-2016 

 absolute 

change  

relative 

change 

absolute 

change  

relative 

change 

absolute 

change  

relative 

change 

absolute 

change  

relative 

change 

operating 

activities 

998,881  68.77% 1,194,719  48.74% 39,718  1.09% 775,104  21.03% 

investing 

activities 

(2,671,965) 185.21% (1,308,936) 43.24% 522,758  -12.06% 630,946  -16.55% 

financing 

activities 

832,589  -234.30% 442,238  92.67% (613,435) -66.72% 117,526  38.40% 
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company, Toyota Motor Co. develops financial activities all over the world, so the change of 

exchange rate also affects the real value of cash and cash equivalents a lot.   

 

Graph 4.3 Absolute change in cash flow statement (2012-2016) 

 

Source: Own elaboration; Unit: Yen in millions 

 

  From graph 4.3, we can know that during 2012 to 2014, Toyota had invested a lot, especially 

in 2013, the relative change of cash outflow used in investing activities was 185.21%. While 

from 2015, investment activities of Toyota Motor became stable and the amount of investment 

was about 3,000,000 to 4,000,000 million yen for one year. Besides, cash flow from financing 

activities fell 234.30% in 2013 and 66.72% in 2015, which means that financing situation of 

Toyota Motor Corporation was fluctuant during 2012 to 2016.  
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Chart 4.1 Horizontal analysis of cash flow (2012-2016) 

 

Source: Own elaboration; Unit: Yen in millions 

 

  From the above chart, the change of Toyota Motor Corporation’s liquidity condition can be 

seen apparently. During 2013 to 2016, its cash flow maintained positive and steady.  

4.1.2 Vertical common-size analysis 

  Vertical analysis is an analytical method that can be used in the analysis of financial data to 

evaluate the changes of different items in the proportions of selected benchmarks.  

  In balance sheet, analysists regard assets as a benchmark, and in income statement, we 

suppose revenues as a hundred percent. Also in cash flow statement, we regard outflows or 

inflows as a hundred percent. 
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4.1.2.1 Vertical analysis of balance sheet  

  According to Chapter 2, we should divide three kinds of variables of balance sheet of Toyota 

Motor Corporation into two parts: Assets are equal to liabilities and shareholders’ equity. 

  We will find results in Chart 4.2 to figure out changes of percentage. 

 

Table 4.5 Vertical analysis of total assets (2012-2016) 

 2,012  2013 2014 2015 2016 

Total assets 100.00% 100.00% 100.00% 100.00% 100.00% 

Total non-current assets 59.80% 61.15% 62.07% 62.42% 61.61% 

Non-current finance receivables 18.28% 19.57% 19.55% 19.28% 18.22% 

Investment and other assets 21.18% 22.27% 24.08% 23.66% 22.84% 

Property, plant and equipment 20.34% 19.31% 18.44% 19.48% 20.54% 

Total current assets 40.20% 38.85% 37.93% 37.58% 38.39% 

Cash and cash equivalents 5.48% 4.84% 4.93% 4.79% 6.20% 

Time deposits 0.26% 0.30% 0.43% 0.31% 2.18% 

Marketable securities 3.85% 4.07% 4.94% 5.83% 3.19% 

Receivables 21.28% 21.20% 19.35% 18.44% 17.64% 

Inventories 5.29% 4.84% 4.57% 4.48% 4.35% 

Deferred income taxes 2.34% 2.11% 2.09% 2.05% 2.04% 

Prepaid expenses and other current assets 1.68% 1.49% 1.62% 1.69% 2.81% 

Source: Own calculation 

  From table 4.1, it shows some main items consisting of total assets. They are: non-current 

finance receivables; investment and other assets; property, plant and equipment; cash and cash 

equivalents; time deposits; marketable securities; receivables; inventories; deferred income 

taxes; prepaid expenses and other current assets. 
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Chart 4.2 Vertical analysis of total assets (2012-2016) 

 

Source: Own elaboration 

  There is no doubt that the proportion of assets of items changes little during fiscal 2012 to 

2016. Among these items, non-current finance receivables, receivables and investment and 

other assets takes up about 20% respectively, which illustrates that receivables account for the 

biggest part of total assets. 

  From table 4.6, we can see that the capital items during 2012 to 2016.  

 

Table 4.6 Vertical analysis of capital (2012-2016) 

 2012 2013 2014 2015 2016 

Total liabilities 63.90% 64.00% 63.27% 63.03% 61.86% 

Total current liabilities  38.44% 36.39% 35.43% 34.43% 34.00% 

Total long-term liabilities  25.46% 27.61% 27.84% 28.60% 27.86% 

Total equity  36.10% 36.00% 36.73% 36.97% 38.14% 

Source: Own calculation 
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Chart 4.3 Vertical analysis of capital (2012-2016) 

 

Source: Own elaboration 

  It can be easily pointed out that over 60% of capital of Toyota Motor Corporation is made 

up by liabilities during these five years. And it is a very steady situation. Besides, current 

liabilities play an important role in liabilities. 

4.1.2.2 Vertical analysis of income statement 

  In this part, we will analyze the income statement from two parts: income and expenses. 
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Chart 4.4 Vertical analysis of expenses (2012-2016) 

 

Source: Own elaboration 

 

  From Chart 4.4 it can be seen obviously that operating expenses is the majority part to 

contribute to expenses of Toyota Motor Corporation. Besides, during fiscal 2012 to 2016, 

operating expenses maintain over 90%. Finance cost and income tax cost were growing with 

years going by, in line with development of operating expenses. And in 2013 and 2014, other 

expenses were negative.  

 

Table 4.8 Vertical analysis of income (2012-2016) 

 2012 2013 2014 2015 2016 

turnover 18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

share of profit 99,865  98,673  115,410  147,122  157,862  

share of other income 197,701  231,519  318,376  308,545  329,099  

Source: Own calculation; Unit: Yen in millions 
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Chart 4.5 Vertical analysis of income (2012-2016) 

 

Source: Own elaboration 
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Table 4.9 Vertical analysis of cash flow indifferent activities (2012-2016) 

 2012 2013 2014 2015 2016 

Inflows from operating 

activities 

1,650,136  2,682,835  3,964,411  3,994,298  4,789,956  

Inflows from investing 

activities 

11,596,453  12,347,975  15,027,182  15,864,968  16,623,427  

Inflows from financing 

activities 

2,706,458  3,392,484  4,358,286  4,740,294  5,309,886  

Total inflows 15,953,047  18,423,294  23,349,879  24,599,560  26,723,269  

Outflows from operating 

activities 

197,701  231,519  318,376  308,545  329,099  

Outflows from investing 

activities 

13,039,111  15,375,287  19,363,430  19,678,458  19,805,971  

Outflows from financing 

activities 

3,061,805  2,915,242  3,438,806  4,434,249  5,733,457  

Total outflows 16,298,617  18,522,048  23,120,612  24,421,252  25,868,527  

Source: Own calculation; Unit: Yen in millions 

 

  From table 4.9, it is obvious that cash flow is divided into inflows and outflows. Also, the 

items are divided into operating activities, financing activities and investing activities. 

  And as it showed in chart 4.6, inflows from investing activities take up over 70% of the 

inflows, which means that inflows are principally up to investment of corporates. From table 

4.9, we can see that all items of inflows increase from 2012 to 2016. Combining table 4.9 with 

chart 4.6, we can draw a conclusion that the total inflows are mainly rely on the inflows from 

investing activities.  
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Chart 4.6 Vertical analysis of inflows (2012-2016) 

 

Source: Own calculation 

 

Chart 4.7 Vertical analysis of outflows (2012-2016) 

 

Source: Own calculation 
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4.2 Financial ratios analysis 

  From chapter 2 we know some typical ratios which can be used to assess a company’s 

financial situation. So in this section, we will use these ratios to analyze Toyota Motor 

Corporation’s financial performance. All source of data can be found in annual reports of 

Toyota. 

4.2.1 Profitability ratios 

  Profitability ratios is how much the company earns from its business activities. It includes 

two main parts, margins and returns. Margins are above operating profit margin, net profit 

margin and pretax profit margin. Returns include return on assets, return on equity and return 

on capital employed. 

  The necessary data for calculation is shown in table 4.10. 

 

Table 4.10 Data for calculating profitability ratios (2012-2016) 

 2012 2013 2014 2015 2016 

Total revenues  18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

Total operating income (EBIT) 355,627  1,320,888  2,292,112  2,750,564  2,853,971  

EBT 545,831  1,513,849  2,590,927  3,066,807  3,190,963  

Net income (EAT) 283,559  962,163  1,823,119  2,173,338  2,312,694  

Total assets  30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

Total equity  11,066,478  12,772,856  15,218,987  17,647,329  18,088,186  

long-term capital 7,802,913  9,797,941  11,537,801  13,651,005  13,214,955  

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 
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Table 4.11 Profitability ratios of Toyota Motor Corporation (2012-2016) 

 2012 2013 2014 2015 2016 

Operating profit margin (OPM) 1.91% 5.99% 8.92% 10.10% 10.05% 

Net profit margin (NPM) 1.53% 4.36% 7.10% 7.98% 8.14% 

Return on assets (ROA) 2.13% 4.67% 6.71% 6.76% 7.06% 

Return on equity (ROE) 2.56% 7.53% 11.98% 12.32% 12.79% 

Return on capital employed 1.50% 4.26% 6.81% 6.94% 7.39% 

Pretax profit margin 3.39% 7.14% 10.74% 11.75% 11.66% 

Source: Own calculation 

 

  Based on table 4.11 we can get that operating profit margin, pretax profit margin and net 

profit margin both increased during 2012 to 2015. It implies that Toyota has a better control of 

both cost and earnings. Besides the sales increased at a great rate than costs. 

 

Graph 4.4 Changes of profitability ratios (2012-2016) 

 

Source: Own elaboration 
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  As it shows in graph 4.4, return on assets, return on equity and return on capital employed 

also grew from fiscal 2012 to 2016, which shows that Toyota’s ability to generate profit from 

invested capital was better and better. The company has been in a good financial situation 

during these five years. All profitability ratios increased from 2012 to 2016 while the speed of 

development all slow down. It indicates that Toyota prefers efficiency and quality of growth to 

speedy growth. So Toyota must look for more efficient innovation to maintain its well financial 

condition. 

4.2.2 Liquidity ratios 

  Jon Placa (2017) argues that liquidity ratios are measurements used to identify potential 

short-terms financing risks. Besides they measure company’s ability to meet its immediate or 

short-term liabilities and obligations. In other words, it provides a measurement how quickly 

the company converts its assets into cash. We will look at three ratios: current ratio, quick ratio 

and cash ratio. 

 

Table 4.12 Data for calculating liquidity ratios (2012-2016) 

 2012 2013 2014 2015 2016 

Total current assets  12321189 13784890 15717706 17936397 18209553 

Total current liabilities  11781574 12912520 14680685 16431496 16124456 

Inventories 1622282 1715786 1894704 2137618 2061511 

Marketable securities  1181070 1445663 2046877 2782099 1511389 

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 
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Table 4.13 Liquidity ratios of Toyota Motor Corporation (2012-2016) 

 2012 2013 2014 2015 2016 

Current ratio 104.58% 106.76% 107.06% 109.16% 112.93% 

Quick ratio 90.81% 93.47% 94.16% 96.15% 100.15% 

Cash ratio 14.24% 13.31% 13.90% 13.90% 18.23% 

Source: Own calculation 

 

  From table 4.13 we will discover that the current ratio was always over 100%, illustrating 

that current assets of Toyota was more than current liabilities and it maintained increasing 

during 2012 to 2016.  

  Quick ratio is a more stringent test of company’s liquidity because current assets are adjusted 

for inventories due to the fact that it must be first sold before any cash is collected, as a result 

of which is generally liquid. However, from the table, Toyota’s quick ratio also increased from 

2012 to 2016 and in fiscal 2016 it was more than 100%. 

  As far as cash ratio concerned, we should work with the assets that are in form of cash. We 

plus marketable securities because they can be sold immediately at the market within a few 

hours. From table 4.13 we will see that the cash ratio of Toyota Motor Corporation was stable 

during these five years and in fiscal 2016 it increased more rapidly to 18.23%. 

  Following we will see the changes of liquidity ratios during 2012 to 2016. 
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Graph 4.5 Change of liquidity ratios (2012-2016) 

 

Source: Own elaboration 

   

  As it is shown in graph 4.5, all ratios stayed a steady rise during five years. Although cash 
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Table 4.14 Data for calculating solvency ratios (2012-2016) 

 2012 2013 2014 2015 2016 

Total assets  30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

Total equity  11,066,478  12,772,856  15,218,987  17,647,329  18,088,186  

Total liabilities 19,584,487  22,710,461  26,218,486  30,082,501  29,339,411  

Total long-term 

liabilities  

7,802,913  9,797,941  11,537,801  13,651,005  13,214,955  

Total operating 

income (EBIT) 

355,627  1,320,888  2,292,112  2,750,564  2,853,971  

Interest paid 107,665  144,286  188,159  157,437  156,920  

Total cash flow 

from operations 

1,452,435  2,451,316  3,646,035  3,685,753  4,460,857  

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 

 

Table 4.15 Solvency ratios of Toyota Motor Corporation (2012-2016) 

 2012 2013 2014 2015 2016 

Debt ratio 0.64  0.64  0.63  0.63  0.62  

Long-term debt-to-assets ratio 0.25  0.28  0.28  0.29  0.28  

Debt-to-equity ratio 1.77  1.78  1.72  1.70  1.62  

Interest coverage ratio 3.30  9.15  12.18  17.47  18.19  

Cash flow coverage ratio 13.49  16.99  19.38  23.41  28.43  

Financial leverage 2.77  2.78  2.72  2.70  2.62  

Source: Own calculation 

 

  Because of the difference of results, we will make it more obvious by showing these data 

from different graphs respectively. 

  

 



 49 

 

Graph 4.6 Change of solvency ratios (2012-2016) 

 

Source: Own elaboration 
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the situation of holding a high debt percentage can decrease tax amount. Today more companies 

with good reputation tend to keep high but stable debt-to-assets or debt-to-equity ratio to make 

profit. 

  The interest coverage ratio of Toyota experienced a rapid increase during 2012 to 2016. 

Especially from 2012 to 2013, it increased almost 7% annually. The higher of interest coverage, 

the stronger of the company’s ability to pay its interests. From 2013 to 2016, Toyota produced 

much more operating profit to repay its loan and liabilities though it kept investing and lending 

money from banks. 

  Cash flow coverage ratio is similar to the interest coverage ratio and it also had a speedy 

growth during these five years. Toyota had considerable sales amount and cash equivalent, so 

its cash flow coverage ratio was high and stable. 

  The last one is financial leverage. The greater the use of debt relative to equity in financing 

the company, the greater the financial leverage ratio will be. From the graph we can see 

financial leverage of Toyota Motor Corporation had decreased from 2012 to 2016. While it was 

a steady tendency so it is relatively a well condition of Toyota Motor Corporation. 

4.2.4 Assets management ratios 

  Assets management ratios measure how well the assets and the investment of the company 

are used. This section includes turnover and operating cycle. 
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4.2.4.1 Turnover ratios 

  We use turnover ratios to assess the company’s efficiency in its use of assets. Turnover ratios 

calculate how quickly account receivables can be collected and how quickly inventories can be 

sold in Toyota Motor Corporation. There are four main turnover ratios: account receivables 

turnover, inventories turnover, total assets turnover and working capital turnover. 

  

Table 4.16 Data for calculating assets management ratios (2012-2016) 

 2012 2013 2014 2015 2016 

Total revenues  18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

Account receivables 1,999,827  1,971,659  2,036,232  2,108,660  2,000,149  

Inventories 1,622,282  1,715,786  1,894,704  2,137,618  2,061,511  

Total assets  30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

working capital 539,615  872,370  1,037,021  1,504,901  2,085,097  

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 

 

Table 4.17 Assets management ratios of Toyota Motor Corporation (2012-2016) 

 2012  2013  2014  2015  2016  

Account receivables turnover (ART) 9.29  11.19  12.62  12.92  14.20  

Inventories turnover (IT) 11.46  12.86  13.56  12.74  13.78  

Total assets turnover (TAT) 0.61  0.62  0.62  0.57  0.60  

Working capital turnover (WCT) 34.44  25.29  24.77  18.10  13.62  

Source: Own calculation 
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  From table 4.17, we can see that all data didn't fluctuate too much. And except for working 

capital turnover, other ratios had a steady increase during 2012 to 2016. For further 

investigation, we will see the graph 4.7. 

 

Graph 4.7 Change of assets management ratios (2012-2016) 

 

Source: Own elaboration 
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than working capital and it. Besides, total assets turnover shows how efficiently the company 

uses its assets. The higher total assets turnover means the company generates more revenues 

per unit assets. It was fluctuant during five fiscal years but maintained about 6%. 

4.2.4.2 The operating cycle and its components 

  Turnover ratios help us measure how efficiently a company’s management puts various 

assets to use. Another way of looking at efficiency is to examine the company’s operating cycle. 

  The operating cycle is the duration between the time a company makes an investment in 

goods and service and the time that investment produces cash. In other words, the operating 

cycle is the length of time it takes to convert an investment of cash in inventory back into cash 

through collection of accounts. 

 

Table 4.18 Data for calculating operating cycle of Toyota Motor Co. (2012-2016) 

 2012 2013 2014 2015 2016 

Total revenues  18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

Account receivables 1,999,827  1,971,659  2,036,232  2,108,660  2,000,149  

Accounts payable 2,242,583  2,113,778  2,213,218  2,410,588  2,389,515  

Inventories 1,622,282  1,715,786  1,894,704  2,137,618  2,061,511  

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 
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Table 4.19 Operating cycle components of Toyota Motor Corporation (2012-2016) 

 2012 2013 2014 2015 2016 

Number of days of inventories  31.43  27.99  26.55  28.26  26.13  

Number of days of payables 43.44  34.49  31.01  31.86  30.29  

Number of days of receivables 

(Average collection period) 

38.74  32.17  28.53  27.87  25.35  

Operating cycle 70.17  60.16  55.08  56.13  51.48  

Net operating cycle 26.72 25.68 24.07 24.27 21.19 

Source: Own calculation 

 

  We can easily find that all number of days of selected items declined constantly during 2012 

to 2016. And we continue to seek information from graph 4.8. 

  

Graph 4.8 Change of operating cycle components (2012-2016) 

 

Source: Own elaboration 
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  From table 4.19 and graph 4.8 above, we can see that number of days of inventories, payables 

and receivables all decreased during these five years. As a result, operating cycle and net 

operating cycle of Toyota Motor Corporation declined as well. It indicates that Toyota’s cash 

is tied up for a shorter period.  

  Meanwhile we can figure out that the changing trend of account receivable turnover and 

number of days of receivables showed in opposite direction from 2012 to 2016, which mirrors 

the relationship between these two figures: the numerator and denominator of the two formulas 

are opposite. 

4.2.5 Capital market ratios 

  Capital market ratios tend to provide information to creditors and lenders. These ratios 

translate the overall results of operations so that they can be compared in terms of a share of 

stock. 

  There are some data for calculation of capital market ratios. Because it is not possible to 

figure out market price per share in 2012 and number of common shares from 2012 to 2015, 

there are no result of PE ratio in 2012. 

 

Table 4.20 Data for capital market ratio analysis (2012-2016) 

 2012 2013 2014 2015 2016 

Market price per share - 3922.5 5685 7027.5 7173.5 

Earnings per share 89.93 304.05 574.91 689.66 742.05 

Dividends per share 50 90 165 200 210 

number of common shares - - - - 3,262,997,492  

Source: Annual Report of Toyota Motor Corporation 
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Table 4.21 Capital market ratios of Toyota Motor Corporation (2012-2016) 

 2012 2013 2014 2015 2016 

price-to-earnings ratio - 12.90 9.89 10.19 9.67 

payout ratio 55.60% 29.60% 28.70% 29.00% 28.30% 

dividend coverage 1.80 3.38 3.48 3.45 3.53 

dividend yield - 2.29% 2.90% 2.85% 2.93% 

Source: Own calculation 

 

  From table 4.21, we can see that the changing trend of dividend payout ratio and dividend 

coverage showed in adverse direction from 2012 to 2016, as an analogy with account 

receivables turnover and number of days of receivables. It is obvious that the numerator and 

denominator of the two formulas are opposite as well. 

 

Graph 4.9 Change of capital market ratios 

 

Source: Own elaboration 
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  From graph 4.9 we can know that payout ratio had a decrease from 2012 to 2016, particularly 

declining 26% in fiscal 2013. It means that dividends per share were reducing relatively during 

the period. But today there are more reasons to explain the decline of payout ratio instead of 

reduction of dividends. Because there is a huge amount of dividend taxes for a corporation, 

more creditors tend to use dividends as investment capital for next period rather than dividends 

which will be taxed. 

  PE ratio is the ratio of market price per share to earnings per share. A stock with a lower PE 

ratio is more suitable for investment as its purchase cost is low. For a big company, it is 

commercial that its PE ratio had decreased continuously during past five years. 

  Dividend yield is an important reference standard for selecting profitable stocks. The higher 

the dividend yield, the more attractive it is. Toyota’s dividend yield had kept on rising steadily 

at about 2.9% from 2013 to 2016, which is a good sign for investors. 

4.3 DuPont analysis 

  DuPont analysis is an analysis method for financial status of a company comprehensively 

using the relationships between several major financial ratios. Its basic idea is to decompose 

ROE ratio into net profit margin, total asset turnover and financial leverage. It is helpful for 

depth analysis and comparison of business performance. 
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Table 4.22 Data for DuPont analysis (2012-2016) 

 2012   2013 2014 2015 2016 

EAT 283,559  962,163  1,823,119  2,173,338  2,312,694  

Total revenues  18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

Total assets  30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

Total equity  11,066,478  12,772,856  15,218,987  17,647,329  18,088,186  

Source: Annual Report of Toyota Motor Corporation; Unit: Yen in millions 

 

  Here we will analyze indicators whose change had resulted in changes of ROE by applying 

functional decomposition method. It works with the relative changes in basic and component 

ratios. Meanwhile it is applicable regardless of the signs of the relative changes.  

  Firstly, we should calculate absolute change (∆𝑋) and relative change (𝑅ô) of ROE. 

  Secondly, we will decompose ROE ratio and compute relative change of component ratios 

(𝑅[n, 𝑅[ö, 𝑅[õ). 

  Finally, we can figure out what influences ROE ratio most and order the ratios according to 

their impact on the basic ratio by following the formula: 

 ∆𝑋[n =
h
ñú
· 𝑅[n · 1 + h

ù
𝑅[ö +

h
ù
𝑅[õ +

h
ë
𝑅[ö·[õ · ∆𝑋               (4.1) 

∆𝑋[ö =
h
ñú
· 𝑅[ö · 1 + h

ù
𝑅[n +

h
ù
𝑅[õ +

h
ë
𝑅[n·[õ · ∆𝑋               (4.2) 

∆𝑋[õ =
h
ñú
· 𝑅[õ · 1 + h

ù
𝑅[n +

h
ù
𝑅[ö +

h
ë
𝑅[n·[ö · ∆𝑋               (4.3) 
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Table 4.23 First step for method of functional decomposition method 

 2012 2013 2014 2015 2016 

ROE 2.56% 7.53% 11.98% 12.32% 12.79% 

Absolute change - 4.97% 4.45% 0.34% 0.47% 

Relative change - 193.99% 59.03% 2.81% 3.82% 

Source: Own calculation 

 

  From table 4.23, we will see that absolute change of ROE had increased from 2012 to 2016. 

And based on graph 4.10, we can find that after 2013, there was a sharp downfall of relative 

change, which illustrates that ROE ratio was becoming higher and steadier.  

 

Graph 4.10 absolute change and relative change of ROE 

 

Source: Own elaboration 
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Table 4.24 Second and third steps for method of gradual changes 

 2012 2013 Relative change of 

this item (𝑅[û) 

Absolute change of 

ROE	(∆𝑋𝑎𝑖) 

Order 

EAT/REV 1.53% 4.36% 185.79% 4.83% 1 

REV/ASSESTS 60.63% 62.18% 2.56% 0.13% 2 

ASSETS/EQUITY 276.97% 277.80% 0.30% 0.02% 3 

SUM     4.97%  

 

 2013 2014 Relative change of 

this item (𝑅[û) 

Absolute change of 

ROE (∆𝑋[û) 

Order 

EAT/REV 4.36% 7.10% 62.73% 4.67% 1 

REV/ASSESTS 62.18% 62.00% --0.29% -0.03% 3 

ASSETS/EQUITY 277.80% 272.27% -1.99% -0.20% 2 

SUM    4.45%  

 

 2014 2015 Relative change of 

this item (𝑅[û) 

Absolute change of 

ROE	(∆𝑋𝑎𝑖) 

Order 

EAT/REV 7.10% 7.98% 12.46% 1.43% 1 

REV/ASSESTS 62.00% 57.06% -7.97% -1.01% 2 

ASSETS/EQUITY 272.27% 270.46% -0.66% -0.08% 3 

SUM    0.34%  

 

 2015 2016 Relative change of this 

item (𝑅[û) 

Absolute change of 

ROE	(∆𝑋𝑎𝑖) 

Order 

EAT/REV 7.98% 8.14% 2.03% 0.25% 3 

REV/ASSESTS 57.06% 59.89% 4.96% 0.61% 1 

ASSETS/EQUITY 270.46% 262.20% -3.06% -0.39% 2 

SUM    0.47%  

Source: Own calculation 
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  From table 4.24, we will discover that net profit margin was the greatest influence factor for 

Toyota Motor Corporation’s ROE from 2012 to 2015. However, total asset turnover is the 

biggest influence factor in 2015. 

  From 2012 to 2013, absolute change of net profit margin is the biggest, which contributed to 

the change of ROE to a large extent. During fiscal 2014 and 2015, though the change of net 

profit margin was not the greatest, it still influenced ROE most, which shows that net profit 

margin is an important factor for ROE. On the contrary, the change of financial leverage in 

2014 and 2016 was the greatest, it hadn’t influenced ROE most. We can conclude that the 

greatest influence factor was net profit margin and the weakest one is financial leverage. 

4.4 Evaluation of results 

  There are some summary and conclusion about the financial position of Toyota Motor 

Corporation comprehensively according to the financial analysis.  

  There is no doubt that Toyota Motor Corporation has a good financial position during 2012 

to 2016. Although the corporation tends to merger other companies by expanding liabilities, its 

sales amount is so considerable to maintain the corporate’s well operation. In 2012, its 

profitability ratios were the lowest, but they became better and better, attributed to contribution 

of total revenues’ increase. These years Toyota also prefers to converting dividends to capital 

for next fiscal year to decline tax amount, which is more common for some international 

corporations today. Besides, Toyota is an active investor as well. It concentrates on purchasing 

shares of some promising vehicle companies like MAZDA and LEXUS so as to acquisition.  
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  Absolutely there are some problems in Toyota Motor Corporation. The change of its 

profitability became less after fiscal 2013. Toyota should take more effort to change operating 

modes to look for growth with high quality. Meanwhile dividend payout and PE ratio were 

decreasing these years, which is a warning for managers that they should give consideration to 

both of managers and investors, otherwise there will be fewer creditors to maintain the 

company’s operating production. 

  In a word, Toyota Motor Corporation is a strong and powerful company. It dares to carry out 

technical innovation inside and invest actively outside, which is valuable and deserves to learn 

for many big companies with backward management styles. It is most likely that Toyota Motor 

Corporation will have a brighter future if it follows current development strategies. 
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5 Conclusion 

  In this part, there is a conclusion about the whole thesis below after the financial analysis of 

Toyota Motor Corporation. 

  Chapter 1 introduces the whole structure of the thesis. In chapter 2, the theoretical method of 

financial analysis can be learned. From chapter 3, we know some background and other basic 

information about Toyota Motor Corporation. Besides, there are some big events of Toyota 

Motor Corporation included. In chapter 4, we assess Toyota’s financial position by using 

methods practically from chapter 2.  

  To sum up, although Toyota Motor experienced the vehicle recall issues during 2012 to 2016, 

which hit the business goodwill of Toyota Motor hard, the company carried out actions 

promptly and positively, resulting that it still maintains high level of sales amount to make the 

company profitable. At the meanwhile, it has taken effort to expand new commercial fields like 

corporation with new high-tech companies in other industries and exploitation of new energy 

vehicles. Also, Toyota tends to seize opportunities of merge and acquisition. Toyota is good at 

exploring some potential companies in emerging fields.  

  We can learn from the success of Toyota Motor Corporation that if only a company tried its 

best to bring up constructive marketing strategies and develop advanced technology, although 

sometimes there were some gravel on the road of development, would it stand out among its 

competitors in the industry. 
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Annex 1: Balance sheet (part 1) 

Items 2012 2013 2014 2015 2016 

Total assets  30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

Total current assets  12,321,189  13,784,890  15,717,706  17,936,397  18,209,553  

Cash and cash equivalents  16,789,200  1,718,297  2,041,170  2,284,557  2,939,428  

Time deposits  80,301  106,700  180,207  149,321  1,032,034  

Marketable securities  1,181,070  1,445,663  2,046,877  2,782,099  1,511,389  

Trade accounts and notes 

receivable, less allowance for 

doubtful accounts  

1,999,827  1,971,659  2,036,232  2,108,660  2,000,149  

Finance receivables, net 4,114,897  5,117,660  5,628,934  6,269,862  5,912,684  

Other receivables 408,547  432,693  351,182  420,708  451,406  

Inventories 1,622,282  1,715,786  1,894,704  2,137,618  2,061,511  

Deferred income taxes 718,687  749,398  866,386  978,179  967,607  

Prepaid expenses and other 

current assets  

516,378  527,034  672,014  805,393  1,333,345  

Total noncurrent finance 

receivables, net  

5,602,462  6,943,766  8,102,294  9,202,531  8,642,947  

Total investments and other 

assets  

6,491,934  7,903,422  9,976,175  11,295,183  10,834,680  

Marketable securities and other 

securities investments  

4,053,572  5,176,582  6,765,043  7,632,126  7,439,799  

Affiliated companies 1,920,987  2,103,283  2,429,778  2,691,460  2,631,612  

Employees receivables 56,524  53,741  44,966  45,206  32,998  

Other  460,851  569,816  736,388  926,391  730,271  

Total property, plant and 

equipment  

6,235,380  6,851,239  7,641,298  9,295,719  9,740,417  

Land 1,243,261  1,303,611  1,314,040  1,354,815  1,352,904  

Buildings 3,660,912  3,874,279  4,073,335  4,282,839  4,311,895  

Machinery and equipment 9,094,399  9,716,180  10,381,285  10,945,377  10,945,267  

Construction in progress  275,357  291,539  286,571  581,412  513,953  

Less - Accumulated depreciation  (10,613,902) (11,372,381) (12,123,493) (13,068,710) (13,036,224) 



 

 

Annex 1: Balance sheet (part 2) 

Items 2012 2013 2014 2015 2016 

Total liabilities and 

shareholders’ equity  

30,650,965  35,483,317  41,437,473  47,729,830  47,427,597  

Total liabilities 19,584,487  22,710,461  26,218,486  30,082,501  29,339,411  

Total current liabilities  11,781,574  12,912,520  14,680,685  16,431,496  16,124,456  

Short-term borrowings 3,450,649  4,089,528  4,830,820  5,048,188  4,698,134  

Current portion of long-term 

debt  

2,512,620  2,704,428  2,949,663  3,915,304  3,822,954  

Accounts payable 2,242,583  2,113,778  2,213,218  2,410,588  2,389,515  

Other payables 629,093  721,065  845,426  913,013  1,040,277  

Accrued expenses 1,828,523  2,185,537  2,313,160  2,668,666  2,726,120  

Income taxes payable 133,778  156,266  594,829  348,786  343,325  

Other current liabilities  984,328  941,918  933,569  1,126,951  1,104,131  

Total long-term liabilities  7,802,913  9,797,941  11,537,801  13,651,005  13,214,955  

Long-term debt 6,042,277  7,337,824  8,546,910  10,014,395  9,772,065  

Accrued pension and severance 

costs  

708,402  766,112  767,618  880,293  904,911  

Deferred income taxes 908,883  1,385,927  1,811,846  2,298,469  2,046,089  

Other long-term liabilities  143,351  308,078  411,427  457,848  491,890  

Total equity  11,066,478  12,772,856  15,218,987  17,647,329  18,088,186  

Common stock, no par value 397,050  397,050  397,050  397,050  397,050  

Additional paid-in capital  550,650  551,040  551,308  547,054  548,161  

Retained earnings  11,917,074  12,689,206  14,116,295  15,591,947  16,794,240  

Accumulated other 

comprehensive income (loss)  

(1,178,833) (356,123) 528,161  1,477,545  610,768  

Treasury stock, at cost (1,135,680) (1,133,138) (1,123,666) (1,225,465) (1,603,284) 

Non-controlling interests  516,217  624,821  749,839  859,198  861,472  

 

 



 

 

Annex 2: Income statement 

Items 2012 2013 2014 2015 2016 

Total revenues  18,583,653  22,064,192  25,691,911  27,234,521  28,403,118  

Sales of products Financing 

operations  

17,511,916  20,914,150  24,312,644  25,612,836  26,549,111  

Financing operations 1,071,737  1,150,042  1,379,267  1,621,685  1,854,007  

Total costs and expenses  18,228,026  20,743,304  23,399,799  24,483,957  25,549,147  

Cost of products sold 15,795,918  18,010,569  19,988,245  20,916,362  21,456,086  

Cost of financing operations 592,646  630,426  812,894  925,314  1,149,379  

Selling, general and administrative  1,839,462  2,102,309  2,598,660  2,642,281  2,943,682  

Total operating income  355,627  1,320,888  2,292,112  2,750,564  2,853,971  

Total other income (expense) 77,246  82,761  148,968  142,264  129,410  

Interest and dividend income 99,865  98,673  115,410  147,122  157,862  

Interest expense (22,922) (22,967) (19,630) (22,871) (35,403) 

Foreign exchange gain, net  37,105  5,551  50,260  88,140  (5,573) 

Other income (loss), net  (36,802) 82,761  148,968  (70,127) 12,524  

Income before income taxes and 

equity in earnings of affiliated 

companies  

432,873  1,403,649  2,441,080  2,892,828  2,983,381  

Provision for income taxes  262,272  551,686  767,808  893,469  878,269  

Equity in earnings of affiliated 

companies  

197,701  231,519  318,376  308,545  329,099  

Net income  368,302  1,083,482  1,991,648  2,307,904  2,434,211  

Less: Net income attributable to 

non-controlling interests  

(84,743) (121,319) (168,529) (134,566) (121,517) 

Net income attributable to Toyota 

Motor Corporation  

283,559  962,163  1,823,119  2,173,338  2,312,694  

Basic 90.21  303.82  575.30  688.02  741.36  

Diluted  90.20  303.78  574.92  687.66  735.36  

Cash dividends per share  50.00  90.00  165.00  200 210 

 



 

 

Annex 3: Cash flow statement (part 1) 

Items 2012 2013 2014 2015 2016 

Cash flows from operating activities 

Net income  368,302  1,083,482  1,991,648  2,307,904  2,434,211  

Depreciation 1,067,830  1,105,109  1,250,853  1,409,075  1,625,837  

Provision for doubtful accounts 

and credit losses  

9,623  27,367  49,718  78,969  159,265  

Pension and severance costs, less 

payments  

16,711  (20,429) 20,654  (3,161) 8,833  

Losses on disposal of fixed assets  33,528  32,221  28,657  31,625  33,329  

Unrealized losses on available-for-

sale securities, net  

53,831  2,104  6,197  2,578  9,272  

Deferred income taxes  6,395  160,008  (56,279) (26,887) 32,889  

Equity in earnings of affiliated 

companies  

(197,701) (231,519) (318,376) (308,545) (329,099) 

Changes in operating assets and 

liabilities, and other  

93,916  292,973  672,963  194,195  486,320  

Net cash provided by operating 

activities  

1,452,435  2,451,316  3,646,035  3,685,753  4,460,857  

Cash flows from investing activities  

Additions to finance receivables  (8,333,248) (10,004,928) (11,953,064) (13,126,596) (13,549,278) 

Collection of finance receivables  8,007,711  9,063,011  10,990,546  12,450,388  13,115,854  

Proceeds from sales of finance 

receivables  

53,999  39,845  34,807  - - 

Additions to fixed assets excluding 

equipment leased to others  

(723,537) (854,561) (970,021) (1,146,318) (1,282,545) 

Additions to equipment leased to 

others  

(808,545) (1,119,591) (1,708,670) (2,211,250) (2,776,671) 

Proceeds from sales of fixed assets 

excluding equipment leased to 

others  

36,633  39,191  39,191  41,547  42,147  



 

 

Annex 3: Cash flow statement (part 2) 

Items 2012 2013 2014 2015 2016 

Proceeds from sales of equipment 

leased to others  

431,313  533,441  744,339  803,423  1,111,727  

Purchases of marketable securities 

and security investments  

(3,173,634) (3,412,423) (4,738,278) (3,194,294) (2,197,477) 

Proceeds from sales of and 

maturity of marketable securities 

and security investments  

2,856,825  2,669,091  3,319,327  2,683,001  3,415,815  

Payment for additional 

investments in affiliated 

companies, net of cash acquired  

(147) 16,216  6,603  - - 

Changes in investments and other 

assets, and other  

209,972  3,396  (101,028) (113,391) (1,062,116) 

Net cash used in investing 

activities  

(1,442,658) (3,027,312) (4,336,248) (3,813,490) (3,182,544) 

Cash flows from financing activities  

Proceeds from issuance of long-

term debt  

2,394,807  3,191,223  3,890,310  5,029,018  4,845,872  

Payments of long-term debt (2,867,572) (2,682,136) (2,988,923) (3,462,237) (4,176,202) 

Increase (decrease) in short-term 

borrowings 

311,651  201,261  467,976  (288,724) (10,903) 

Proceeds from issuance of class 

shares 

- - - - 474,917  

Reissuance (repurchase) of 

treasury stock 

(92) 2,542  9,212  (347,784) (778,173) 

Dividends paid (194,141) (235,648) (459,095) (624,228) (779,082) 

Net cash provided by(used in) 

financing activities 

(355,347) 477,242  919,480  306,045  (423,571) 

Effect of exchange rate changes on 

cash and cash equivalents 

(55,939) 137,851  93,606  65,079  (199,871) 



 

 

Annex 3: Cash flow statement (part 3) 

Items 2012 2013 2014 2015 2016 

Net increase (decrease) in cash and 

cash equivalents 

(401,509) 39,097  322,873  243,387  654,871  

Cash and cash equivalents at 

beginning of year 

2,080,709  1,679,200  1,718,297  2,041,170  2,284,557  

Cash and cash equivalents at end 

of year 

1,679,200  1,718,297  2,041,170  2,284,557  2,939,428  

 


